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Background, methodology, and scope of the research

Background of the research

Uncertainty, inflation, and macroeconomic instability are the buzz words defining the global business environment in 2023. Forecasts of a fast-approaching recession are gripping
businesses across the globe and pushing them to adopt a cautious outlook toward business growth in the coming year. Most organizations are focused on minimizing cost/price pressures
in the face of growing inflationary pressures, especially as service providers are looking to increase bill rates. Further, what makes this recession different from those in the past is the talent
demand and supply gap. For the past few years, the talent demand-supply gap has been a growing concern in the IT-BP industry and is expected to continue even under recessionary
sentiments. More importantly, as demand for services stabilizes after the high pent-up demand in 2022, the recessionary pressures are expected to impact the industry. Today, the
challenge is to ride out these uncertain times while managing the talent gap. This report provides perspectives on how leading global service providers have been impacted in 2022 and are
planning to develop resiliency in these uncertain times.

Methodology

Our global services market Key Issues research is based on annual surveys that capture the pulse of the market on key aspects of the global sourcing industry. This report presents the
results of a study we conducted in October and November 2022 with senior stakeholders from providers, to understand their thoughts as they undertook planning for 2023.

Report focus

Top business challenges and critical business model changes in 2022

Outlook and priorities for 2023

Key themes defining the IT-BP industry during these uncertain times

Anticipated changes to service provider portfolios and key service provider-related challenges and priorities

Scope of this report Py
Geography Industry /. .\ Services
Global ’ Cross-industry \ / IT and business
I\./I

process services
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Overview and abbreviated summary of key messages

This report presents the results of our Key Issues survey that captures the pulse of the global sourcing industry, as perceived by the senior stakeholders at global enterprises and service
providers. The research also provides perspectives on how leading service providers have been impacted in 2022 and are planning to develop navigate the uncertain times as 2023 unfolds.

Some of the findings in this report, among others, are:

The talent demand-supply mismatch will reduce but will continue to be a challenge
Stay focused on skill development and retention — the talent shortage is not over yet

Buyers and providers expect bill rates to rise, and increase in cost/price pressures
Concerns around potential rate increases should not impact broader business value decisions

Increasing dissatisfaction with service providers may result in enterprises rebalancing their service provider portfolio
Build agility in your global services approach to respond to a dynamic and uncertain environment with speed

The service delivery model will continue to evolve
Capitalize on service delivery model evolution and maturation across several dimensions

Pragmatic digital investments will be prioritized over moonshot investments given the uncertain times
Take a pragmatic approach to digital investments but realize that digital/technology spend is no longer discretionary
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This reports offers insights into how leading service providers have been impacted in 2022
and are planning to navigate the uncertain times as 2023 unfolds

Despite macroeconomic uncertainty, industry expects to remain resilient

Expected change to global services (across outsourcing and in-house delivery models) 7 Nearly flat or increase
budget in 2023

Percentage of enterprise respondents

6.0%

Decrease significantly Decrease moderately
(More than 10%) (3-5%)

Nearly Flat
(+2% to -2%)

Increase moderately
(3-5%)

Increase significantly
(More than 10%)

Source:  Everest Group Key Issues 2023

Service provider bill rates are expected to increase

Key levers we expect organizations to use to manage the impact of inflation in 2023
Based on the number of service provider respondents selecting as high priority

. . X Highest
x f ” Increase price / o Re_negotlate rate cards with buyers
rate cards o Adjust cost-related contract terms
e Adjust skill premiums
e Change payment terms
A /4 Optimize cost e Change level of automation (productivity savings) @
égv: e Adjust shoring/locations mix (increase leverage of low-cost locations) g
® Recalibrate scope -‘g
¢ Adjust role mix &
@ Limited changes ® Take a hit on margin
o to price e [nflation is not a major concern
Lowest

Source:

Everest Group Key Issues 2023

| Cost optimization is the key business priority for service providers

Top business priorities for service providers, going into 2023
Ranking based on percentage of service provider respondents selecting as the key priority

04

Productivity
improvement

Talent acquisition and
management

o8

Cost
optimization

Digital
transformation

Customer experience
improvement

0

Everest Group Key Issues 2023

03 0

Source:

Significant rebalancing and consolidation of service provider portfolios is expected

4 Increase in share of respondents selecting that option in 2023 vis-a-vis 2022
§ Decrease in share of respondents selecting that option in 2023 vis-a-vis 2022

2023

14%
16%

Expected changes in service provider mix in 2023

Percentage of respondents
2022

No changes in service provider mix;
will continue to use the existing
providers for the same work

30%

!

No changes in service provider mix,
but will rebalance work across
providers

25%

36% 1

Significant change to service provider

25% mix, with inclusion of new providers

!

Consolidate/rationalize the service

20% provider portfolio

34% t

Source:  Everest Group Key Issues 2023
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Market Vista™: Q4 2022 December 2022
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Note: Click to see a list of all of our published Market Vista™ reports
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Everest Group is a leading research firm helping business leaders make confident decisions. We guide clients through
today’s market challenges and strengthen their strategies by applying contextualized problem-solving to their unique
situations. This drives maximized operational and financial performance and transformative experiences. Our deep
expertise and tenacious research focused on technology, business processes, and engineering through the lenses of
talent, sustainability, and sourcing delivers precise and action-oriented guidance. Find further details and in-depth content
at www.everestgrp.com.
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