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Background of the research -§
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= The global sourcing market has grown rapidly to reach a size of US$92-96 billion. Although adoption
has spread to other geographies, India still continues to represent the largest geography with 48%
share of the industry

= The offshore services market in India was pioneered by captives such as Texas Instruments and GE
in the late 1980s and early 1990s. The ten-year period from 2000-2009 witnessed rapid growth in this
segment with a large number of companies setting up/expanding their captive centers. Although
companies have also explored and successfully established captive operations in China, Philippines,
Central and Eastern Europe, and Latin America, India continues to remain the dominant geography
for offshore captives

= However, due to the recent economic crisis and maturing supplier landscape, there is a strong
perception that the model is under threat. Stated reasons include captives not delivering value and
being significantly more expensive than third-party suppliers

= At the same time, mature users of captives articulate their commitment to the model and reinforce its
importance in their sourcing strategy and portfolio

= In addition, our discussions with global sourcing offices of large companies and captive leadership
reveal imperatives under way to expand the role of captives and their value proposition

= This research report provides an in-depth analysis of the captive landscape in India based on
Everest’s proprietary captive database. The report also challenges some of the common myths
associated with captives and provides deep insights into their evolving role and value proposition
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This research report leverages Everest’s proprietary N
captive database that tracks offshore captives of @
Ieading compa“ies RESEARCH INSTITUTE

Everest’s proprietary captive database

Unique characteristics Key dimensions tracked

= Industry’s most comprehensive database = Scale (FTE range)
on Indian captives

= Industry verticals
= Tracks captives of leading firms (e.g.,
Forbes 2000, Fortune 500 companies) = Functions offered (e.g., IT, BP, ES/R&D)

= Database covers 240 captives employing = Parent geographies
~300,000 FTEs

= Parent size (revenue range)

= Focus on captives providing offshore
delivery of global services — excludes = Location of delivery centers
shared services centers serving Indian
domestic market

For additional information on Everest’s Captive database and purchase inquiries, please e-mail
us at: GSTeam@everestgrp.com
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This research report provides an in-depth analysis of

the India captive landscape and trends
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India offshore services market
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The report also provides a deep dive in four key

industry verticals
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Distribution by sub-vertical

Distribution of BF 8l captives by industry sub-vertical
2010"; Percentage
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Distribution by scale of operations
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Detailed profiles of Banking, Financial Services, and Insurance (BFSI), Manufacturing,
Distribution, and Retail (MDR), Hi-tech, and Software industry verticals
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There are some commonly held myths on captives “E
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Captives are significantly
Myth #1 more expensive than
third-party suppliers
...leading to the commonly
held market perception that...
Parents are generally
Myth #2 dissatisfied with their The captive model is likely to
captives die as most buyers are
increasingly moving towards
using third-party sourcing
Captives are finding it
Myth #3 hard to retain people

Our work in the captive space led us to challenge these myths I
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Myth #1: Captives are significantly more expensive N
than third-party suppliers @
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Everest viewpoint: Some captives have achieved similar cost structures as third-parties although variations
exist among captives

Total operating cost per FTE! EXAMPLE: DELHI/NCR
US$ thousand per annum

Il Salary

XX ] Others

XX
XX XX XX XX

BP

IT

KP

1R

XX XX XX XX XX

= On an overall basis, third-party suppliers have XX-YY% lower operating cost than captives
= However, there exist variations among captives with the best-in-class captives having similar operating cost structures
as third-party suppliers

1 Includes compensation and benefits, real estate and facilities, telecom and other ongoing costs. Excludes cost of expatriate staff,
ongoing travel, governance, and initial set-up costs as well as margins
Note: Everest analysis based on inputs from recruiters, real estate firms, telecom service providers, suppliers, and captive delivery centers
Source: Everest Research Institute (2010)
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The report also discusses the evolving role and value "
proposition of the captive model and its implications on
the sourcing portfolio

Companies can leverage these levels of value creation “

by specific modes

Three levels of
value creation
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A combination of market forces and changing

expectations is creating a strong need for captives
to evolve going forward

» Captives want to
move from being
providers to
partners

= Parent expectations
are evolving to
expect value
beyond cost
savings

\ N
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Captives are increasingly feeling the n
about in light of their parents’ objectiv

4 - - - -
y Most large organizations are leveraging both captive “
f/ a;‘? and third-party sourcing models, as they seek to
‘a:-’ maximize value from their offshoring programs T
| /
8 | EXAMPLE
| 2
I". % ) BF S| MDR Telecom Hi-tech
\ % = American Express = ABB = Alcatel = AMD
’ = Bank of America ] Boeing = BT ] CiSCOSYSteI’TIS
N = Credit Suisse = Coca-Cola = Deutsche Telekom = Dell
= Deutsche Bank = Daimler = FEtisalat = Freescale
= Fidelity » Deereand Co. = Ericsson = Intel
= Goldman Sachs = DuPont = Motorola s LG
= HSBC = General Motors = Mokia = NTT Data Corp.
= JPMorgan Chase = Honeywell = Qualcomm = STMicroelectronics
= RBS = Tesco = \erizon = Texas Instruments
= Standard Chartered = Volvo = Vodafone = Xerox Corp.

Source:  Everestanalysis

philosophies

Itis overly simplistic to view the sourcing model decision as being entirely captive orthird-
party. The sourcing portfolio mix varies across firms and can be structured around two distinct

Source: Ewversst Research Institute (2010)
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Additional research references -§
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The following documents are recommended for additional insight on the topic covered in this Research Report. The
recommended documents either provide additional details on the topic or complementary content that may be of interest

1. Market Vista: Q2 2010 (ERI-2010-8-R-0449); 2010. This report summarizes the key trends and developments for Q2
2010 in the global offshoring and outsourcing market.

2. Global Sourcing 2.0 — Evolving Global Delivery Imperatives for Outsourcing Service Providers
(ERI-2010-2-R-0439); 2010. This report analyzes the trends and next generation imperatives for suppliers along some
of the key components of global delivery — location portfolio, operating model, and talent management. The report
presents the global delivery trends with pertinent examples, data analysis and observations, and draws important
implications for suppliers as well as buyers of outsourcing services.

3. Offshore Locations: Buyers’ Perceptions and Plans for 2011-2012 (ERI-2010-8-W-0438); 2010. Everest
conducted a market survey to understand the current location footprint, expansion plans, and perceptions of risk in
offshore locations. This whitepaper provides an overview of how buyers are thinking about their expansion plans,
specifically with respect to scale and locations. The document also explores typical location risk perceptions of buyer
organizations.

For more information on this and other research published by the Everest Research
Institute, please contact us:

Amneet Singh, Vice President — Global Sourcing: amneet.singh@everestgrp.com

H. Karthik, Vice President — Global Sourcing: hkarthik@everestgrp.com

Salil Dani, Senior Research Analyst: salil.dani@everestgrp.com

Anurag Srivastava, Senior Research Analyst: anurag.srivastava@everestgrp.com

Everest Research Institute

Two Galleria Tower

13455 Noel Road, Suite 2100 Phone: +1-214-451-3110

Dallas, TX 75240 E-mail: info@everestresearchinstitute.com
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Everest Group leads clients from insight to action “E
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Contact us for more information about our consulting, research, and industry resources.

Dallas (Corporate Headquarters) India
info@everestgrp.com india@everestgrp.com
info@everestresearchinstitute.com +91-124-496-1000
+1-214-451-3000 +91-124-496-1100
+1-214-451-3110 % /
° \
g
%‘ Australasia
New York —_—
nfo@ever @everestgrp.com G@’ , antralla@everestg rp.com
+1-646-805-4000 y = W +61-3-9509-3983
j ; A

Canada UK Netherlands & Continental
canada@everestgrp.com unitedkingdom@everestgrp.com Europe
+1-416-865-2033 +44-870-770-0270 benelux@everestgrp.com

+31-20-301-2138

www.everestgrp.com | www.everestresearchinstitute.com

Copyright © 2010, Everest Global, Inc. 12

ERI-2010-2-PD-0472



	Global Sourcing (GS)�Market Update: October 2010 – Preview Deck��India Captive Market Landscape: Challenging Common Myths and Charting Future Role
	Background of the research 
	This research report leverages Everest’s proprietary captive database that tracks offshore captives of leading companies
	Table of contents (page 1 of 2)
	Table of contents (page 2 of 2)
	This research report provides an in-depth analysis of the India captive landscape and trends
	The report also provides a deep dive in four key industry verticals
	There are some commonly held myths on captives
	Myth #1: Captives are significantly more expensive than third-party suppliers
	The report also discusses the evolving role and value proposition of the captive model and its implications on the sourcing portfolio
	Additional research references
	Everest Group leads clients from insight to action

