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Pressure on organizations to improve value per dollar spent is mandating
companies to optimize their offshoring relationship with service providers

Improving the Value
Per Dollar Spent

Increased focus on
improving cash
flow and reducing
capital expenses

Decline in
Revenues

Increased focus to
optimize
investments on
relationships

Reduction in
Internal Budgets
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Increased focus on
reducing transition
cost involved in
offshoring

Pressure to Deliver
High Quality

Increased focus to
incorporate
ironclad penalties
structures

Competitive

Pressure Contract Negotiation

with Service Providers




In the current economic reset service providers are also able to reduce their
cost by 20-25%, thus creating room for negotiation

Service Providers

Direct Costs Forex Related Savings Customer Focus
e Salary reduction by 10-15% * USD has appreciated by 15% * Retaining Customers has
, . , compared to last year become the focus giving
* New hiring at lower salaries e
, , room for negotiation
, * Service providers are now
* Bench strength reduction by , o . .
10-15% saving more than 10% cost Technology investments and
on an average process maturity is enabling
* Communication and service providers to optimize
infrastructure cost reduction on cost
* Low attrition/ hiring costs
Direct Cost Savings of Cost Savings of

about 10-15% about 10% Room for Negotiations



Trends suggest that more and more companies will look towards
negotiating contracts with service providers in the next 2 quarters

We estimate over 70% of the customers will renegotiate their contracts during the next 2 quarters

Current State

Expected Changes
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Service Providers continue to
operate at 20-30% profitability

Most of the Contract
negotiations are done informally

Maijority of the projects are run
on a T&M basis

Lack of technology investments
and process maturity at the
service provider end
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Focus on higher resource
utilization and channeling the
profits to the clients

Customer’s procurement
organization and third party
advisory firms to play a key role

At least 20% of the current T&M
projects to be converted to fixed
price project

Investments on telepresence,
domain expertise, attracting
expats and training sales force




Zinnov has developed a flexible contract model that allows organizations to
do a objective analysis of the service provider costs

Contract
Modeler

* The model captures, in detail, * The model is flexible to
all the costs that are incurred
for the service provider
relationship

Detailed Service

Flexibility
Provider Costs

accommodate unique contract
characteristics specific to that
relationship

Real Time Data Mimic Client Scenario Based Modeling
Vendor Relationship

* The model collects real time * The model replicates the client * The model allows the user to
data and uses the data for the vendor relationship in the form create multiple scenarios and
analysis of a mathematical tool compare costs across these

scenarios
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The model captures real time industry data across an exhaustive list of
parameters
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The model helps companies put a control on six levers to optimize on cost
incurred for the service provider relationships

I' Six Lever

Framework




Contracts renegotiated using the model significantly improve the
effectiveness of the offshore contracts

Zinnov Led

Contract
Renegotiation
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