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CEO Concerns Worldwide Are EndemicCEO Concerns Worldwide Are Endemic

42
%

exceptional, helping 
business drive change

appropriate, up to the task 
Mixed, meeting some of our 
needs
Weak, not meeting most of 
our needs17%

Exceptional

Weak

10% 11%

17%

42%17%

How Would You Describe The Skill Level Of Resources  Required To 
Manage Course-Altering Changes and Course-Correctiv e Actions?

Very Effective

Somewhat 
Effective

Not Effective

Not Applicable

37%

54%

9%

2%

54%
Somewhat 

Effective

How Effective Is Your Leadership With Managing Cour se-
Altering Changes and Course-Corrective Actions?

50% 50%

50%
Significa

nt 0%
None

50%
Some

To What Extent Do You See Your Sector/ Industry 
Undergoing Course-Altering Market Changes?

50%50%

Able to Anticipate

Able To Identify

Often Miss

16%
Often Miss

How Effective Is Your Leadership And Organization A t 
Identifying Course-Altering Changes?

59%25%

16%

© 2008 Matryzel
®



As They Struggle With Various Options As They Struggle With Various Options 

Establish Exploratory Partnerships (JVs etc)

Conduct Scenario Planning

Act As A Fast-Follower

Have Arms-Length Subsidiaries For New 
Opportunities

Create Initial Investments Through VC/ PE Funding

Open Source Development

Others

Use Game Theory

Apply Real Options Theory

40%

32%

27%

22%

17%

15%

9%

7%

7%

CEOs Struggling With Various Tools That They Either  Plan To Use, Do Not Plan To Use, Have 
Knowledge Of, Are Told To Use To Assess Potential Co urse-Correcting Actions



While Balancing Core Strategic ImperativesWhile Balancing Core Strategic Imperatives

Company Culture
Affinity for outsourcing & 
globalization including 

past experiences

Quality
Need for consistent quality 

and service levels

Risk
Manage stability, 
security, privacy, 

volatility, etc.

Control
Ownership 

preference as 
influenced by risk & 

culture factors

Cost Savings
Need for reducing cost or 

fundamentally altering 
business model

Corporate
Strategy

Business plan, goals and 
results expected-acquisition, 

cost structure, growth, 
flexibility, risk aversion, 
profitability, cash etc. Social

Responsibility
Issues related to job 
loss,  globalization, 
employee upheaval, 

etc.

Industry Activity
Offshore actions of 

competitors 
and industry 

players
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Remote Growth Across Segments Is HighRemote Growth Across Segments Is High

Source: Gartner, IDC, neoIT, A.T. Kearney Research

CAGR

R&D/Engineering

26%

Contact Centers

BPO Services

Localization

KPO Services

IT Products*

Technical Support

27%

58%

8%

25%

25%

7%

14%

IT Services

$80 billion

$250 billion



Emerging Sourcing Destinations With HUB & SPOKE Mod elsEmerging Sourcing Destinations With HUB & SPOKE Mod els

Source: KPMG Analysis

India

Philippines

Malaysia

China

Romania

Ukraine

Mexico 

Brazil

The adoption of “global delivery” – as a result of in creasing knowledge and maturity amongst buyers – is l eading 

to a search for newer locations beyond established destinations like India, and creating opportunities  for emerging 

destinations

Popular Offshore Outsourcing DestinationsPopular Offshore Outsourcing Destinations • Multinational companies are aiming at a global 

supply chain, while service providers are looking 

at newer destinations to enhance their delivery 

footprint in the competitive sourcing scenario.

• Companies that have made India and/or China 

their “hub ” are especially looking at countries 

like the Philippines, Malaysia, Vietnam, etc as 

“spokes ”.

• For instance, Indian companies like Infosys, 

Satyam, Wipro, etc. have set up centers in 

Malaysia & Philippines to compete with the 

global giants like IBM, Accenture, etc.

• The “Spokes” serve as regional centers serve or 

disaster recovery and business continuity 

centers, and sometimes just near-shore centers 

to some of the key markets.

Vietnam

Sri Lanka

Ireland

Chile

Argentina

Costa Rica

Canada 
Russia



Competitive Landscape - Provider MarketsCompetitive Landscape - Provider Markets

INDIA ISRAEL MALAYSIA IRELAND CANADA CHINA
PHILIPPINE

S
EASTERN 
EUROPE

LATIN 
AMERICA

Government 
Support

Labor Pool

Infrastructure

Educational 
System

Cost Advantage

Quality

Cultural 
Compatibility

English Proficiency

Overall Climate 
(Including Political 

Landscape)

Source: neoIT



Demanding Variegated Benefits From PartnersDemanding Variegated Benefits From Partners

% of Budget Spent on Offshore

Im
po

rt
an

ce
 

Cost Savings

Access to Top Talent

Focus on Compliance

Risk Diversification

Time to Market

Focus on Core

Quality Improvement

2004 2009 2014

% of Budget Spent on Offshore

Im
po

rt
an

ce
 

Cost Savings

Access to Top Talent

Focus on Compliance

Risk Diversification

Time to Market

Focus on Core

Quality Improvement

2004 2009 2014

Global 
Capabilities 
Leveraged

Global Global 
Capabilities Capabilities 
LeveragedLeveraged

Client –
Vendor 

Long Term 
Partnership
Enhanced

Client Client ––
Vendor Vendor 

Long Term Long Term 
PartnershipPartnership
EnhancedEnhanced

Cost  
Advantage

Sustained at 
25%

Cost  Cost  
AdvantageAdvantage

Sustained at Sustained at 
25%25%



With A Focus On Hierarchical Nature Of Benefits With A Focus On Hierarchical Nature Of Benefits 

REDUCING COSTS REDUCING COSTS –– 49%49%

ACCESS TO SKILLS ACCESS TO SKILLS –– 9%9%
VARIABLE COST STRUCTURES VARIABLE COST STRUCTURES ––

12%12%
IMPROVE FOCUS IMPROVE FOCUS –– 17%17%

CONSERVE CAPITAL CONSERVE CAPITAL –– 3%3%
IMPROVE QUALITY IMPROVE QUALITY –– 3%3%

INCREASE SPEED, REVENUE INCREASE SPEED, REVENUE –– 4%4%

INNOVATION INNOVATION –– 3%3%

T
IM

E
T

IM
E
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Buyers’ Concerns Shift Over TimeBuyersBuyers ’’ Concerns Shift Over TimeConcerns Shift Over Time

Needs

Costs

Solution

Risk
Needs

Price

Solution

Risk

BUYING PHASES

Phase I – Determine 
Needs

Phase II – Evaluate 
Alternatives

Phase III – Evaluate 
Risk

TIME

LE
V

E
L 

O
F

 
C

O
N

C
E

R
N



Multiple Factors Act As Value InhibitorsMultiple Factors Act As Value Inhibitors

EFFECTCAUSE

� Inefficient

� Reinventing the wheel each time

� Not taking advantage of economies of scale

Fragmented Effort

Ignorance of 
Benefits

Wrong Model

Transitioning
as is…

Insufficient 
Controls

� Compliance breaches

� Data security violations

� Loss of performance, quality, productivity

� Perceived lack of quality

� Lack of productivity in offshore resources

� Inefficient use of resources

� Loss of quality output

� Not achieving projected cost savings

� Reverse migration of work

� Not realizing full potential cost savings

� Not getting the benefits of productivity increases

� Not achieving increased quality/performance 

Lack of corporate initiative; 
initiative pursued by 
individual business units

Not realizing all 
potential benefits of 
offshoring

Offshore Model chosen 
without a clear long term 
strategy

No experience in re-
engineering the process 
for offshore

Current governance 
structure replicated in the 
offshore scenario



Challenge - Recognizing & Managing Outsourcing RisksChallenge - Recognizing & Managing Outsourcing Risks

� Poor Transition/ Governance.
� Failure to achieve outsourcing process maturity
� Weak process/process mismatch between supplier 

& client.
� Organization/internal customers-resistance to 

outsourcing.
� Low employee morale –low productivity
� Employee Attrition
� Internal staff project sabotage
� Unrealistic expectations
� Lack of supplier understanding of client business 

environment 
� Inadequate performance management
� Incorrect/ no job profiling
� Poor controlSecurity

Time zone
differences

Country
infrastructure

Management
challenges

Cultural
differences

Distance to
vendor

Vendor stability

Geo-political
concerns

Internal Risks –most overlooked

Challenges

External Risks Internal Risks External Risks
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•• MalaysiaMalaysia’’s & Philippines Are close s & Philippines Are close ccompetitors, while the ompetitors, while the 

latter is capable of offering more scale due to its larger size.latter is capable of offering more scale due to its larger size.

•• Smaller nations need to focus on higherSmaller nations need to focus on higher--value adding value adding 

services that are relatively less scale dependent services that are relatively less scale dependent –– e.g. highe.g. high--

end financial services, processend financial services, process--oriented operational oriented operational 

competencies, etc.competencies, etc.

31

6.8
5

2.9

ITIT--BPO EXPORTS OF KEY COUNTRIESBPO EXPORTS OF KEY COUNTRIES

Figures indicate ITO and 
BPO exports in USD Billion 
in 2007 (FY07-08 for India)

Source: NASSCOM, BPAP, PIKOM, White Paper on China's Software anSource: NASSCOM, BPAP, PIKOM, White Paper on China's Software and Information Service d Information Service 
Outsourcing Industry 2008Outsourcing Industry 2008

REGIONAL SPEND ON IT AND BPO REGIONAL SPEND ON IT AND BPO 
SERVICESSERVICES

Source: Nasscom 2008; Gartner; IDC

•• Growth in offshore exports is expected to continue in the range Growth in offshore exports is expected to continue in the range of of 

20 to 30 percent according to various estimates.20 to 30 percent according to various estimates.

•• Rapid growth is expected in the Rapid growth is expected in the ““newernewer”” areas of outsourcing areas of outsourcing 

such as knowledge services, R&D etc., compared with the more such as knowledge services, R&D etc., compared with the more 

traditional areas of IT applications development and traditional areas of IT applications development and 

maintenance, call centers, etc.maintenance, call centers, etc.

INDIA MALAYSIAPHILIPPINES CHINA

Central 
Europe, 
Middle-

East, Africa
3%

Asia Pacific
15%

North 
America

47%

Latin 
America

3%

Western 
Europe

32%

Europe, 
Middle-
East, 
Africa
19%

Asia 
Pacific

11%
Americas

70%

ITO 
Spend BPO 

Spend

1. Focus On Higher-Value Services & Not Just Scale1. Focus On Higher-Value Services & Not Just Scale



2. Transform Your View Of These Attributes2. Transform Your View Of These Attributes

3Cs With Distinct Orientation Around Business Proce sses Uniting 3Cs With Distinct Orientation Around Business Proce sses Uniting Technology & OperationsTechnology & Operations

Strategic ZoneStrategic Zone

CostCost
CapabilityCapability

CapacityCapacity

YesterdayYesterday

COST IS KINGCOST IS KING

- Near Term Cost Attributes
- Access To Skilled Resources 
- Effort Oriented, Rather Than Productivity Driven

CapabilityCapability

CapacityCapacity

CostCost

TomorrowTomorrow

COMPOUNDING EFFECTCOMPOUNDING EFFECT

- Relative Equilibrium Among Sourcing Imperatives
- Capability Prominent For Buss. Value Decisions
- Greater Client-Provider Collaboration



3. Create “Rounded Capabilities” – Not Just Functiona l3. Create “Rounded Capabilities” – Not Just Functiona l

Capability

Operating 
Model

Organization 
Model

Process  
Model

People, Skills 
& 

Competencies

Tools, Assets & Architecture

Capability Sum Of All Parts, Determining Overall Value IT Can Deliver 

Operating Model How IT Function Is Structured

Organization Model How IT Function Is  Organized

Process Model Flow of IT Activities Supporting The Operating Mode l

People, Skills & Human Performance Element, Supporting the 
Competencies Organization  Model

Tools, Assets Knowledge Capital, IT Tools, Architectures And Othe r 
Architecture Tangible & Non-Tangible Assets



Source: Matryzel Consulting

4. By Overhauling The Service Portfolio 4. By Overhauling The Service Portfolio 

Revamp & Overhaul Existing Services Portfolio From A Value Chain Perspective

Integrated Global Delivery Model

Competencies

Solutions

Services

In
cr

ea
si

ng
 v

al
ue

 a
dd

Platform

Competencies are the assets of the 
firm that enable service delivery. (e.g. 
DBA skills). These may be packaged 
and sold.

Solutions are packaged and targeted at solving clie nts’ Business issues. 
They are by nature vertical, but can be combined to  create cross
industry solution sets.
Point solutions are focused on specific business issues (e.g. POS f or 
retail). Solutions that can be bundled on a common feature to apply 
across verticals are Core solutions (e.g. Supply chain management)

Service offerings are horizontal. They are 
packaged and targeted at solving Technology and 
Execution issues for clients. 
Specialized services are narrowly focused on one 
specific issue. Core services are those that can be 
broadly applied.



5. Differentiate Clients By Knowing Their Adoption Maturity 5. Differentiate Clients By Knowing Their Adoption Maturity 

LEVEL 3 LEVEL 3 

Vision of A Vision of A 
SolutionSolution

LEVEL 2 LEVEL 2 

Admitted PainAdmitted Pain

LEVEL 1 LEVEL 1 

Latent PainLatent Pain

Level 1Level 1

� Not Actively Looking To Solve Problems
� Either Ignorant Or Have Rationalized 

Internally 
� Sales Focus: Awareness 

Level 2Level 2

� Willing To Discuss Problems Incl. Existing 
Dissatisfaction

� Doesn’t Know How To Resolve 
� Sales Focus: Diagnosis of Problem & 

Creating A Vision For a Solution

Level 3Level 3

� Buyer Accepts Responsibility For Solving 
Problems & Knows The Solution/s

� Can Visualize End State And Needs 
Guidance

� Sales Focus: Support Vision, Don’t Assume 
Deal Is in Hand



6. Acquire Clients Through Collaboration 6. Acquire Clients Through Collaboration 

© 2007 IDC

End User Spend
(eg. End User spending $100m)

Market Size
(2007 US$38.9b)

End User Spend

Primary Revenue
(eg. Vendor X wins $100m) contract

SUB - CONTRACTOR 1

Primary Revenue
MAIN CONTRACTOR

Secondary Revenue

Secondary Revenue

Vendor Revenue
Opportunity

(2007 US$49b)

SUB -CONTRACTOR 2

Other
77%

CSC
2%

LG CNS
2%

EDS
3%

Samsung 
SDS
3%

HP
4%

IBM
8%

APeJ

Source: 
2H 2007 IDC A/P IT Services Tracker

2007
US$49b



Key TakeawaysKey Takeaways

© 2007 IDC

Services Globalization & TodayServices Globalization & Today’’s Economic Slowdown Will Further Push Organizations To Adopt s Economic Slowdown Will Further Push Organizations To Adopt 
COLLABORATIVE PARTNERSHIPS TO COCOLLABORATIVE PARTNERSHIPS TO CO --CREATE VALUECREATE VALUE

Demand Continues To Surge For Sourcing Partnerships, But Focus IDemand Continues To Surge For Sourcing Partnerships, But Focus Is On Providers Who Can s On Providers Who Can 
ENTRENCH THEIR BUSINESSES WITH THAT OF THEIR CLIENT SENTRENCH THEIR BUSINESSES WITH THAT OF THEIR CLIENT S

ROUNDED CAPABILITIES ROUNDED CAPABILITIES Is TodayIs Today’’s Need Of The Hour s Need Of The Hour –– Gone Are The Days When Products or Gone Are The Days When Products or 
Tools Helped Differentiate ProvidersTools Helped Differentiate Providers

Localized Vendors Are Compelled To Create Localized Vendors Are Compelled To Create VALUE SCALE VALUE SCALE Through Collaborating With Larger Through Collaborating With Larger 
Global VendorsGlobal Vendors

Customers Want Customers Want SOLUTIONSSOLUTIONS, Not Just Services , Not Just Services –– DOMAIN KNOWLEDGE DOMAIN KNOWLEDGE Is KeyIs Key

Going Through Business Cycles On Your Own Is Not Feasible For OrGoing Through Business Cycles On Your Own Is Not Feasible For Organizations Anymore ganizations Anymore –– CoCo--
CREATING SOLUTIONS CREATING SOLUTIONS Is Pertinent  Is Pertinent  

Competition Is Fierce From Over 20 Emerging Destinations SpanninCompetition Is Fierce From Over 20 Emerging Destinations Spanning Multiple Continents g Multiple Continents –– GLOBAL GLOBAL 
READINESS IS IMPERATIVE READINESS IS IMPERATIVE 
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Bobby Varanasi, COP
Head – Marketing & Branding, Outsourcing Malaysia
Chairman – IAOP Malaysia Chapter
Member  - IAOP Asia-Pacific Advisory Board

bobby@matryzel.com
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+60.17.379.0215


