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Background and scope of the research HE
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Background of the research:

= Testing services is growing faster than the overall growth for most of the providers. It is a focus area
for large as well as other IT outsourcing providers

= Service providers believe they can reduce the overall cost structure of testing for clients and make
their process more efficient, flexible, and scalable

= Providers have offered testing services for long time. However, they now realize the importance of
innovation in testing practice not only in terms of technology but also delivery and engagement

= Despite significant opportunities for growth, there are certain challenges that the providers need to
overcome

The scope of analysis includes:
= Overview of testing services

= Analysis of testing service adoption in terms of buyers’ concerns, vertical adoption, geographical
adoption, challenges that providers face, etc.

= Key innovations that will impact testing services

=  Growth opportunities and challenges
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This report analyzes the global testing outsourcing market from provider and buyers’ perspective. It
focuses on the adoption trends in different geographies, verticals, and buyer size. It discusses the
challenges buyers and providers face, the opportunities, value levers, key innovations, engagement
models, and the future ahead for testing services. It also provides key implication for buyers and
providers of testing services

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

Supplier position = Testing applications continue to take significant cost in the application

and growth development process. Service providers have incentives to offer testing as an
independent service

= Testing service providers leverage multiple value levers to reduce the cost of
testing. Moreover, a stand-alone testing service usually offer innovative testing
solutions to the clients

Testing services Buyer trends:
adoption trends = Financial services is taking the lead in adopting independent testing services.

North American buyers are aggressively leveraging independent testing
services. Clients in UK also appear to be favorably inclined towards
outsourcing testing

= Buyers cite different drivers and inhibitors for outsourcing testing. They are
concerned about provider’'s domain competence and their own internal testing
processes
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Testing services Service provider trends:

adoption trends = Revenue for independent testing services is seeing disproportionate

(continued) contribution from North America. India is a clear choice for opening testing
centers and hiring resources for majority of the providers

= Time and material pricing continue to dominate testing contracts. Most of the
testing services engagement models are based on staff augmentation or

co-sourcing
Innovation in = Innovations in leveraging the concepts of cloud computing, crowdsourcing,
testing services testing IP, and output/outcome driven engagement models will impact the

evolution of testing services

= Providers need to devise strategies to monetize testing innovations, given a
significant buyer perception bias about testing being a low value job with little
business impact

The road ahead = Independent testing service is set for growth. There are certain challenges that
the providers need to overcome to tap this market

= Various technology and business drivers such as ERP testing, mobility, and
cloud will drive the testing service growth. However, the bulk of the revenue
will keep coming from traditional, enterprise customer application work
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This study assesses the independent testing market,

key adoption trends across buyers, challenges in

testing services, and the road ahead

Embedded versus independent testing

Distribution of overall testing service revenue for service providers
2010; Revenue distribution

Embedded testing

Independent testing

Overall MNCs Offshore

Revenue contribution from different industries

Distribution of testing service revenue for providers by buyer industry
2010; Revenue distribution

Others |
Media & entertainment - N ’i
Energy & utilities
Hi-tech
Manufacturing
CPG & retail

Telecom

Healthcare & pharma

Public sector

Financial services

MNCs Offshore

Buyers concerns on testing outsourcing

Buyers’ perspective on hindrances towards adoption of independent testing services
Indexed comparison of reasons cited as hindrance towards outsourcing testing services

Lack of Industry  Immature In- Unavailability Management Lack ot testing

knowledge of house testing of internal cost  overheads automation

provider processes benchmarks expertise of
provider

Typical offshore leverage in testing services

Average levels of offshoring leveraged in a typical testing outsourcing project
2010; Offshore leverage

Overall MNCs

Tier-1 offshore  Tier-2 offshore
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The following documents are recommended for additional insight into the topic covered in this research report. The
recommended documents either provide additional details on the topic or complementary content which may be of interest

1. Service Provider Cloud Strategies — “As Unique as Everyone”(ERI-2011-4-R-0495); 2011: This report evaluates cloud
computing strategies of major IT outsourcing providers. The analysis includes overview of the different role these providers are
carving out in terms of advisor, orchestrator, enabler, and engine provider. The report also describes the strategic intent of
various providers in these roles

2. ITO Request for Information 2010 — A Market Insights Report (ERI-2010-4-R-0427); 2010: This report analyses various key
trends across global ITO markets using data from major service providers about their top ITO deals across Infrastructure
outsourcing, ADM outsourcing, and ITO bundling. The 19 participating service providers represent MNCs with headquarters in
North America and Europe as well as Indian service providers. The analysis is segregated into various segments across buyer
revenue, signing geography, industry segments, offshore/MNC service providers, and pricing models. Buyers and service
providers will get key insights into the trends of ITO markets

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

Ross Tisnovsky, Vice President: ross.tisnovsky@everestgrp.com
Chirajeet Sengupta, Research Director: chirajeet.sengupta@everestgrp.com
Soumit Banerjee, Senior Research Analyst: soumit.baneriee@everestgrp.com
Yugal Joshi, Senior Research Analyst: yugal.joshi@everestgrp.com

ITO Team: ITOresearch@everestgrp.com

Everest Research Institute

Two Galleria Tower

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

Dallas, TX 75240 Email: info@everestresearchinstitute.com
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Everest Group is an advisor to business leaders on next generation global services with a
worldwide reputation for helping Global 1000 firms dramatically improve their performance
by optimizing their back- and middle-office business services. With a fact-based approach
driving outcomes, Everest Group counsels organizations with complex challenges related
to the use and delivery of global services in their pursuits to balance short-term needs with
long-term goals. Through its practical consulting, original research and industry resource
services, Everest Group helps clients maximize value from delivery strategies, talent and
sourcing models, technologies and management approaches. Established in 1991, Everest
Group serves users of global services, providers of services, country organizations and
private equity firms, in six continents across all industry categories. For more information,
please visit www.everestgrp.com and www.everestresearchinstitute.com.
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Contact us for more information about our consulting, research, and industry resources.

Dallas (Corporate Headquarters) Canada
info@everestgrp.com canada@everestgrp.com
info@everestresearchinstitute.com +1-416-865-2033

+1-214-451-3000
+1-214-451-3110

iV
New York Ao India/Middle East
info@everestgrp.com \ india@everestgrp.com
+1-646-805-4000 G&‘? +91-124-496-1000
=, S +91-124-496-1100
; A

UK Netherlands & Continental Europe

unitedkingdom@everestgrp.com benelux@everestgrp.com

+44-870-770-0270 +31-20-301-2138

www.everestgrp.com | www.everestresearchinstitute.com | www.sherpasinblueshirts.com
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