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Ldf" Ntsrntgbhmf

The Beginning of the End?

In the global outsourcing arena, clients are increasingly opting for
multiple vendors instead of a single vendor for more flexible alternatives,
faster payback, and lower risk. Will this augury spell an end to mega
outsourcing deals?

gd fkna“k AON k™ mcrb~od hr
Sbg‘mfhmf rodbs~ btk gkx- Sgd

c™xr ne etkk rdquhbd “mc 0/,xd"q
1 thkshahkkhnm ntsrntgbhm® cd™kr ~qd e rs
u-mhrghmf- Sgd rhyd ne ntsrntgbhmf
cd™kr hr cdbgd™rimf “mc sgd kdmfsg ne
bnmsq~bsr hr rgngsdmhmf- Bn B o mhdr
~qd aghmfhmF sgdhg nodq~shnmr a~bj hm,
gntrd ng noshmf enq rdkdbshud ntsrntgp,
hmf- Sghr sdbsnmhb rghes g~ r ots k™ qfd
sdbgmnknfx rdquhbd udmcngr rthg “r

DCR+ HAL+ BRB+ @bbdmstqd+ @BR+ dsh-+
tmedq ogdrrtqd-

Sgd rggmjhmf rhyd ne sgdrd Bdf”
cd kr b™m ad “ssghatsdc sn etmc™ Bdm,
sk bg~mfdr tm bkhdmsry adg~uhng- Sgdx
v™ms sn ~u"hk sgd admdssr ne donmn B hdr
ne rb~kd ognuhcdc ax ahf udmengr- @s sgd
r~ Bd shBdt sgdx “krn v™ms sn qd~o sgd
admdssr ne d B dgfhimf sdbgmnknfx- Hs hr
udgx chesbtks enq sgd rdquhbd ognuhcdgr
sn needq bkhdmsr dwodbsdc rdquhbdrt vghbg

I “x dgncd sgdhg ognss ™ ahkhsx- Rn+ sgdx
qdkx nm sgd mdfnsh™sdc sdq B r sn ognsdbs
sgdhq ognss”ahkisx- Gnwvdudg+ fdmdq s,
hm¥ B nqd qdudmtd sggntfg shfgs ognidbs
1 "m™fdBdms nudg ~ knmf odghnc kd~cr
sn chrr™shre”bshnm “mc sdg Bhm™shnm ne
sgd ognidbs- @r ~ qdrtkst sgdx rs~gs knnj,
hm¥ eng nsgdq ~udmtdr ne ntsrntgbhmf
rtbg ~r drs”akhirghmf sgdhg nvm neergngd
b~ oshud nodq~shnmr ng noshmf eng B tksh,
udmeng ntsrntgbhm® sn s™ jd “cu~ms” fd
ne sgd adrs ne sgd aqddcyr rdquhbdr+
vghbg needqr Bngd Sdwhahkhsx: cdsmdc
rbnod “mc d~rhdg “khfm Bdms whsg btr,
sn B dqry gdpthad B dms-

Losing momentum

Tmkhjd hm sgd o~ rst Bdf™ ntsrntgbhmf
cd™kr ~qd knrhmf o~bd “mc r B “kkdq cdkr
“qd £ hmhmf Bn B dmst B - @bbngchmf sn ~
C™s™ EInmhsng gqdongs+ sgdgd hr ~ cdbkhm,
hmf sqgdmc hm sgd rhyd ne sgd cd kr “mc
hm sgd ctq”shnm ne knmF,sdq B bnmsq~bsr-
Hs gdud~kr sg~s ctd sn hmbgd ™~ rhm¥ B tksh,
rntgbhmf sqdmct sgd rhyd ne sgd ~udq™fd
HS “mc AON bnmsq~bsr hr cdbkimhmf
fkna kkx- Hm sgd sqrs pt qsdq ne 1//4+
sgd “udq”fd rhyd ne sgd bnmsq~bs edkk
cnvm ax 07+ sn #57-8 Em egnl #73
Im k“rs xd g- Adrhcdr+ sgdqd hr ™~ cd,
bkhmhmf sqgdme hm sgd ngcdg annjhmf enq
ntsrntgbhmf sn HAL+ @bbdmstqd “mc
Tmhrxr Bngo a”rdc nm sgdhq pt™gsdgkx
odgeng B ~mbd-

@ Cdknhssd bnmrtkshmf rstcx ne
14 k~qgfd ngf mhy shnmr wvhsg ~ bnl,
ahmdc ntsrntgbhmf bnmsq~bs ne #4/ am
qdud~kdc sg~s nmd hm entq bn B o~ mhdr
agntfgs ntsrntgbdc etmbshnmr a~bj hm,
gntrd- Sgd rstcx qdud “kdc sg~s hmbn
0" shakd naidbshudr+ k™bj ne hmmnu™shnm
ctd sn ghfhc adg " uhng ax rdquhbd ognuhc,
dgrt knwdq sg™m dwodbsdc bnrs r~uhmfr+
hmbgd ™ rhm¥ dwodbs mbx 7o “re’q °r
ptkhsx hr bnmbdgmdct ~qd ~kk bn B odkkhm
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o0ln most cases, however, | would contend that mega deals arenit in the best interest of a company that is

not familiar with the pitfalls of offshore outsourcingo.
d Jarad Carleton
IT Consulting Analyst, Frost & Sullivan, Palo Alto, CA

B Why are the size and length of outsourcing deals decreasing?

This trend could be due to the fact that there have been many problems with outsourcing deals.
Issues such as cultural miscommunication, corporate culture differences, and cultural work ethic
differences have been responsible for driving up the total cost of offshore outsourcing where in
some instances senior executives have told me that they didnit save money and the project took
much longer than it should have.

M Despite the substantial growth in ITO and BPO, why are more than half of these deals not
successful?

In part, that is due to the issues | have already made a mention of. Another reason is that the busi-
ness that is outsourcing the work to a company abroad has failed to adequately define the goal of
the outsourced project, the timeline, and the mile markers. It is also extremely difficult for managers
in the US or Europe to interact and manage issues with outsourcers who are across the world. A
US manager who, for instance, has to manage an outsourcing project in India is expected to work
during his or her normal day timing and then take calls early in the morning or late in the evening.
Quality of life issues are becoming a problem and as a result some businesses are reassessing the
wisdom of outsourcing. There has also been a lot of discussion in the US and Europe about Indian
outsourcing companies that are stealing employees from each other. Employee churn in outsourc-

ing companies is a problem that can irreparably damage a business relationship.

B Mega deals donit make good business sense. Share your views.

That is a broad statement and | think that each company has to assess its own needs when it comes to making a émega deal.i In most cases, however,
| would contend that mega deals arenit in the best interest of a company that is not familiar with the pitfalls of offshore outsourcing. Just because
labor costs are cheaper by the hour, it doesnit mean that a company will save money with offshore outsourcing and that is what a lot of companies
are beginning to realize and talk about.

B Why are companies moving towards multi-vendors from a single vendor?

The one explanation of this is that different vendors have different strengths. If | were looking for an outsourcer that was CMM Level 5 certified, lid look
at Indian companies, but if | needed creativity in solving a difficult software development problem | might contact a Russian outsourcer. In addition, if
you are using multiple vendors it is possible to play them against each other in terms of negotiating better pricing.

B What kind of problems will companies face if they opt for a multi-vendor strategy?

Managers will need to spend more time on the phone or on traveling in order to manage multiple vendors and ensure that they are on schedule and
understand the business priorities and needs of the organization that is outsourcing a project. This will rapidly degrade the quality of life for these man-
agers and companies will be at increased risk of losing valuable executives as a result. There is also the risk of delayed projects as well as spending
more money on a project than what might have been spent if it hadnit been outsourced.

B Why are single service providers unable to meet clientsi expectations?

Different strengths. Regardless of how successful a vendor has been in servicing a customer, itis unlikely that one vendor will be able to meet all of
the needs of all of its clients.

M Do you think that decline in the size of the deal will open new avenues for Indian outsourcing majors such as Wipro, Infosys and TCS?

Not necessarily.

W |n your opinion, what will be the real model for global outsourcing majors to remain a preferred service provider?

These outsourcers will have to globalize, which means having developers with different strengths in an office in Poland, or Romania, or Russia.

B Why is Europe attracting a major chunk of the outsourcing contract than the US?

Iim not sure | understand the question, however, if you are talking about European companies getting more outsourcing contracts than US companies
this is because you can get very affordable IT talent in Poland, Romania, Belarus, Russia, etc.

ngf ™ mhy ~shnmr sn gdmdfnsh~sd cdkr- Rnt  sgdhq sdbgmhb™k mddcr- BnBo mhdr g"ud  L"qj Fnsseqdcrnm+ O~ gsmdg+ A~hm %
bnBo mhdr “qd adbnBhmf Engd bgnnrx  adbnBd Bnqd rdkdbshud wvghkd bgnnr,  BnB o~ mx: Hmb-+ nohmdr+ 8Sghr ~ooqgn~bg
“ants vgs rgntkc ad ntsrntgbdc "mc  hmF udmcngr- Sgdx oqdedq rdkdbshmf  Fhudr udmcngr “m dmng B ntr hmbdmshud
vg~s rgntkc rs”x hm,gntrd- BtrsnBdgr  nmd udmcng enq mdsvngjhmf+ nmd enqg  sn rs™x bn B odshshud adb™trd atrhimdrr
~qd jddm sn rghes sn sgd B tkshokd udm,  nodq shmf rdqudgr hm c™s™ bdmsdg dm,  whkk ad rghesdc v~ x eqnl sgd I he sgdx
cnq rxrsd @ sn gdcthd ghrjr “mc etkskk  uhgnm Bdmsr+ “mc nmd enq gdko cdrj-  “qd mns-€ @r ~ qdrtkst sgdrd r B “kk cdTkr
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Outsourcing Undone

The cancelation of a few outsourcing mega-deals over the last several months suggests a shift
in corporate IT services procurement strategies toward smaller, more focused contracts.

Customer Outsourcer Value

of deal
Sears, Computer $1.6 bn over
Roebuck Sciences 10 years
and Co. Corp.
JP Morgan  IBM $5 bn over
Chase seven years
Dow Electronic $1.4 bn over
Chemical | Data Systems | seven years

announced canceled

Cited
factors

Deal Deal

June 2004 | May 2005 | Sears claims CSC
failed to perform
certain obligations.

December ~ September  JP Morgan Chase

2002 2004 merger with Bank
One

December | July 2004 | Mutual

2000 termination

Source: www.networkworld.com

~qd cdmshmf sgd B ~qjds rg~qd ne DCR+
HAL + BRB# dsb-

Simplifying complexity

Hm snc™xgr vngkct mn rhmfkd ok™xdq hr
sgd adrs “hgnrr ~ agn”c rodbsqt B ne b,
shuhshdr- @ rhmfkd udmeng B ~x mns g~ ud
dwodgshrd hm ~kk ~qd~r- Ehmchmf ~ rhimfkd
udmeng vgn g~ r sgd rjhkkr eng sgd dmshgd
rds ne ~ bn B okdw cd ™k hr pthsd chesbtks-
Cd~kimf vhsg ~ rimfkd udmeng hr ~“krn
bn B okhb~sdc adb™trd ne sgd knmf knbj hm
odghnct kdrr Sdwhahkhsx ~mc Fdsshmf dm,
s mfkdc hm B ~mx ir edsx) bnmsg~bsr- Hm
~cchshnmt sgdqd hr = onrrhahkhsx ne bnm,
bdmsg~shnm ghrj- Nm sgd nsgdq g~ mct ~
bn B o~ mxgr tmqdkhrshb nudg drsh B ~shnm
ne sgd dbnmn Bhb admdehsr ne sgd cd k
“krn otsr sgd rimfkd rdquhbd ognuhcdq
hm sqntakd adb™trd bn B o~ mhdr rsgdrr nm
fdsshmf gnbj,anssn B oghbdr- @r ~ qdrtkst
sgdx knrd drrdmsh™k odgeng B “mbd ft™q,
“msddr “mc Sdwhahkhsx-

Hm ~cchshnm+ B “mx rdquhbd ognuhc,
dqgr g~ ud s jdm sgdhg btrsn Bdgr enq
g msdc nudq sgd khed ne sgd bnmsq™bs
“mc g ud needgdc cdbqd” rhmf kdudk
ne rdquhbd “mc ptTkisx “mc g-ud mns
h B ognudc sgdhg bnrs onrhshnm- Rsq~snr
R>ghrr™ Bkhrt Oghmbho™k @m ™~ kxrs hm
Nut Bgr Ntsrntgbhmf Oq~bshbd+ r~xr+
9Ldf" cd kr “qd bnBokdw sn B m"fd+
qdpthad gnatrs bg mfd B ~m™fd B dmst
dms~hk chesbtks sq~mrhshnm ne ~rrds “mc
sq-mredq ne GQ+ tmcdgfn ognknmfdc
sq mreng B ~shnmt qdpthad ~ k™ qfd mel,
adq ne JOHr ~mc rdquhbd pt~khsx hmchb™,
sngr+ rgntkc tmcdgfn ~ inhms udghsb™,
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shnm tonm sgd rtbbdrretk bn B okdshnm
ne sgd sq mrhshnm ~mc sq~mreng B ~shnm+
dsb-€ Gd etgsgdq ~ccrt 9L_ngdnudg+ sgd
rdquhbd ognuhcdg odgeng B “mbd rteedqr
tmshk sgd nodg~shnm™k rdsshmf qd~bgdr
rs”ahkhsx- L.df~ cd kr nesdm qdrtks hm
rhmfkd, rntgbhmf+ vgdqd hm sgd ~ardmbd
ne gnatrs rntgbhmf fnudgm™mbd+ sgd
trdg knrdr bnmsgnk nudq sgd bnmsq™bs
“mc sgd qdk~shnmrgho wvhsg udmcngr
chbs™shmf gnwv.vgdm sn hmmnu~sd sgd
sdbgmnknfx+ ognbdrrdr “mc cdkhudgx
rdquhbd khmdr- Sgd oqd B “stqd sdq B,
m-shnm ne Bdf™ cd kr hr = c™tmshmf
tmecdgs” jhmf-€ @r ~ qdrtkst sgd nts,
rntgbhmf sqdmc hr rgheshmf hm e~ ung
ne B tkshokd udmengr- Sg~s hr adb™trd
I tksh,rntgbhm¥ ognuhcdr ekdwhahkhsx
sg~s trdgr cd @ “mc hm h B okd B dmshmf
rntgbhmf rsq”sdfhdr vgdqd sgdx cdbhcd
sgd ivg s enqgy ivgnll whsgy i°s vg©s
oghbd onhmsyt idwodbshmf vg™s admdssr
vghkd hmbtgghmf vg™s kdudk ne ghrjg ne
sgd ntsrntgbhmf sq”mr~bshnmr- Fnss,
eqdcrnm nohmdr+ 8Bn B o mhdr sg~s ~qd
ntsrntgbhmf rdd sgd hmctrsgx B nuhmf
g~ ohckx “mc sgd bn B odshshud onrhshnm
ne sgd ok™xdqr hr pthsd tmrs™akd- Sgdx
v ms sgd Sdwhahkhsx sn B nud vhsg sgd
I “qjds- Sgdqd ~qd mdv dmsq”msr+ vgn
~qd dwodgsr hm rodbhsb ~qd”r+ ~mc ghfgs
mnv hs ~ood qr sg~s otgbg rhimf eqn
isgd adrs hm sgd agddcg hr adssdq sg™m ~
k™gfdt nmd rsno rnktshnm-€

The tectonic shift
Sgd otgonrd adghmc sgd rghes hr sn fds
nodq~shnm™k Sdwhahkhsx+ oghbd Sdwhahkhsx+

dwodchsdc bg™mfd B "m~fdBdms “mc
chrotsd gdrnktshnm+ atrhmdrr ognbdrr
dmg~mbd B dmst “mc rsqd™ Bkhmdc hmmn,
u~shnm- Sn g~ ud adssdq bnmsgnk nudg
sgdhg udmengrt bn Bo~mhdr ~qd bgd ™ shmf
bn B odshshnm ~ B nmf udmcngr ~mc ok™xr
nmd udmeng ~fF hmrs sgd nsgdg sn £ hm
fgd~sdq rdquhbd pt khsx “mc.nq oghb,
hmf “cu~ms fdr- Ideeqgdx L J~ ok ™ m¢
L."m™fimf Chqdbsngt SGHMJJrsq sdfhdr
r~xr+ 9L~ mx dmsdgoghrdr ~mc ntsrntab,
dqr e”hk sn drs™akhrg qd "~ khrshb naidbshudr
ng deedbshud nodg~shnm™k nudgrhfgs ogn,
bdctgdr sn dmrtqd sgd rtbbdrr ne sgdhq
ntsrntgbhmf ~fqdd Bdmsr- @r ~ bnmrd,
ptdmbd+ dmsdqoghrdr adbn B d eqtrsq”sdc
vhsg sgd e~ hktqd ne sgd rdquhbd ognuhcdq
sn ~bghdud sgd nghfhm~k naidbshudr nq
vhsg hmdeedbshud gdongshmf ognbdctqdr
sg~s chBhmhrgdr sgd dmsdqoghrdgr
“ahkhsx sn ognodgkx r~shrex sgdhg no,
dqg”~shnm™k mddcr-€ Adrhcdr+ hm~bbtq sd
“rrdrrBdms ne ~ bn B o mxyr btgqdms
HS.atrhmdrr odgeng B “mbd kdudkr+
tmad~khrshb dwodbs™shnm ne ntsrntab,
hm¥ bnrs admdehsr “mc odgeng I ~mbd
h B ognud B dmsr+ hm&dwhakd ntsrntgbhmf
“fqdd Bdmsr sg”s k™bj ognodq gdongshmf
“mc qdrnktshnm ognbdctqdr+ “qd B ~hmkx
gdronmrhakd enq sgd ghfg e~ hktqd g~ sd ne
k™qfd,rb”kd HSN “mc AON ognidbsr- J~,
ok™m bghshb~kkx nohmdr+ 8L_df~ cd kr ~qd
nesdm cghudm ax cdrodq”sd dmsdgoghrd
bnrs,btsshmf qdpthgd B dmsr sg~s qdrtks
hm tmaqd “khrshb bnrs,r~uhmfr naidbshudr-
Sgdx “krn cnmgs gdbnfmhyd sgd B ngd
rsghmfdms nodq~shnm ™k qdpthad B dmsr ne
sgd ntsrntgbdg sg™s B ~x qdrtks hm kdrr
gdronmrhud HS.atrhmdrr onkhbhdr “mc
ognbdctqdr- @mct sgdx cnmgs s~ jd hmsn
“bbntms sgd mddc sn bg~mfd bngongsd
fn~kr “mc onkhbhdr hm ngcdg sn adssdq
1 dds btrsn Bdg qdpthgd B dmsr ng adssdg
bn B odsd hm etstqd-€

Sn B°m™fd ghrjr ne Bdf" cdkr+
bngong~shnmr “mc dudm fnudgm B dms~k
ngf~mhy ~shnmr ~qd rghesimf snv ~gcr sgd
1 thkshokd udmeng ~“oogn~bg “mc aqd”j,
hm to ahf bnmsq~bsr hmsn r B ~kkdq ohdbdr
sn fds adssdq admdss enq rodbhsb sdbgmh,
b~k mddcr- Sgd q shnm~kd adghmc rthg
rgheshm¥ hr sn kdudq™fd udmecngry bnll,
odsdmbx hm rodbhsb ~qd™r- Fnsseqgdcrnm
r xrt+ gHs “kknvr sgd B B ngd Sdwhahkhsx
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“mc qdcthdr rvhshghm bnrsr he nmd udm,
cng cndr mns rs~x bn B odshshud-€ Sgdrd
udmengr ognuhcd adssdg $dwhakd ~ksdgm™,
shudr+ e rsdgq o~ xa~bj+ “mc b ggx knwvdg
ghrj sg™m ~ rimfkd udmeng-

Gnvdudgt sghr cndrmis Bd™m sg”s
1 tkshokd udmeng ntsrntgbhmf hr whsgnts
ognakd B r- Sgdqd hr ~ ghrj sg”s bdgs~hm
s rjr B~ x mns fds bn B okdsdct adb™trd
sgd gnkdr ~ Enmf sgd rtookhdgr ~qd mns
ognodgkx cdsmdc ng ~qd u”ftd- Rsqsnr
R™ghrr™ Bkhr r~xr+9Sgd u~rs B ~inghsx ne
Dtgnod™m atrimdrrdr cdoknx ~ rdkdb,
shud ntsrntgbhmf rsq~sdfx: otqrehmf ~
gdstgm nm sgd ntsrntgbhmf rsq”sdfx “mc
"~ qdstgm nm sgd ntsrntgbhmf sq mr’b,
shnm nudq hmbgd ™ rhmfkx rgngsdq shl d
eq” Bdr+ vghkd gds™hmhmf bnmsq~bst ™k
Sdwhahkhsx *d-f-+ dwhs sgd qdk™shnmrgho
vhsg Bhmh B~k odm~kshdr+ gdmdv sgd qd,
k™shnmrgho ~s ~ knwvdg oghbd onhms sg~s hr
“khfmdc vhsg B ~qjds oghbhmF+ dsb-( Bnm,
rdptdmskx+ sgd bnmsq~bs sdq B hr Fdsshmf
rgngsdq ~mc rdquhbd rbnod hr fdsshmf
agn~cdg- Sgd cnvmrhcd sn sghr tmenkc,
hmf rbdm™ghn hr sg~s sgd hmbtqqdc ghrj
kdudkr ~qd hmbgd™ rimf-€ K~bj ne bngchk
qdk~shnm ~ B nmf rtookhdgr+ hmsdfg ™~ shnm
“mc ognodq B nmhsnghmf b™m idno~qchyd
sgd ognidbs fn~k- 3 ok™m r~xr+ 9EMm,
fdg onhmshmf adswvddm udmcngr b™m
dwsdmedc sgd shld sn hcdmshex sgd gnns
b™trd ne hrrtdr “mc bgd~sd pt khsx ne
rdquhbd ognakd B r-€

Hm ~cchshnm+ sgdqd hr “krn sgd ghrj
ne pt kisxt c~s™ rdbtghsx ~mc knrr ne
oghu~bxt+ vghbg g r adbnBd sgd B ing
bnmbdgm eng bn B o~ mhdr- Rnt B m™f,
hmf B tkshokd udmengr bnrs,deedbshudkx
adbnBdr ~ rsqdmtntr s°rj eng = bnl,
o mx- Rs~qgsnr R™ghrr™ Bkhr r™xr+ 8Sgdx
mddc sn drs~akhrg rsqgnmf rntgbhmf
fnudgm ™ mbd+ cdehmd B tkshokd rdquhbd,
kdudk ~fgdd Bdmsr+ hcdmshex Bd™mr sn
bnmshmt ~kkx qdsmd rdquhbd kdudkr+ rs™m,
c qchyd nm ~ rhmfkd rdquhbd ognuhcdg
hmsdge~bd+ ~“kknb~sd cdchb™sdc gdrntgbdr
s sgd nodg~shnm ™kt s bshb ™k “mc rsq”sd,
fhb kdudkr- Bnmrdptdmskxt sgd gds~hmdc
1 “m~fd B dms bnrs hmbgd ™ rdr-€ Adrhcdr:
bn B o mhdr+ vgn ~qd neergnghmf bkhdmsr
sn Hmch™m ntsrntgbhmf B ~ingr+ ~qd
e bhmT hmsdgm~k ognakd B r- Bn B o~ mhdr
khjd FL+ vghbg hr Vhogngr B ~ing bkh,

dmst ~qd hm sm~mbh~k sqntakd- @ B dghb™m
Dwoqdrr+ vghbg hr nmd ne sgd B ~ing bkh,
dmsr ne Hmenrxr “mc SBRt hr “krn hm sgd
qdrsqtbstgmf Encd- Sgdrd hrrtdr b™m
ots sgd cd™k hm gntfg vd sgdg-

Transformation outsourcing

Sn needq adssdq u~ktd “mc rredft qc
sgdhg hmsdqgdrs ne gds™hmhmf btrsn Bdgr.
atrhimdrr+ ntsrntgbhm® B ~ingr khjd @b,
bdmstqd g~ ud mnv rs gsdc ognuhchmf
sq mreng B “shnm~k ntsrntgbhmf rdq,
uhbdr+ vgdqd sgdx ~qd bn B ahmhmf sgdhq
ntsrntgbhmf rdquhbdr wvhsg bnmrtkshmf
rdquhbdr- Hs fhudr fqdsdq kdudq™ fhmf
onvdq nudg bkhdmsr- Rthg needghm® “krn
hmbgd ™ rdr sgd ognss ~ahkisx ne sgd rdquhbd
ognuhcdg ctd sn sgd ghfg ahkkimf g sdr
ne sgd bnmrtks mbx- Hs hr “krn trdetk hm
qds~hmhmF btrsn Bdgr- \VVgdm ansg rdg,

IT Services Slide

While the number of IT
services contracts worth at
least $1 mn with major
vendors is on the rise...

456

...the total value of those
contracts has fallen
by 13.7%

...and the average size of
the contracts has dropped
by 18%

$68.9
mn

I Q12004

Source: www.networkworld.com
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uhbdr ~qd bn Bahmdc ognodgkx+ hs gdkor hm
banrr,rdkkimf d~bg nsgdgr rdquhbdr- Rn+
sgdrd rhst”shnmr ~qd whm,vhm rhst”shnmr
eng ansg- Rthg atmckmf ne rdquhbdr b™m
sgv gs sgd B nmnonkx ne sgd nmkx bnmrtk,
s~ mbx rdquhbd ognuhcdqr ax ognuhchm mns
nmkx ntsrntgbhmf ats “krn bnmritks™mbx
rdquhbdr- Gnwvdudg+ bn Bo~mhdr whkk
g ud sn e~bd bg~kkdmfdr vghkd noshmf enq
1 thkshokd udmengr- Fnsseqdcrnm gdud kr
sg~s bnBo mhdr vhkk g~ud sn e bd sgd
onsdmsh™k k™bj ne rb™kd “mc bn B okdwhsx
hm udmeng B ~m™fd Bdms- Sgdx whkk “krn
g ud sn e bd chesbtksx hm sq~mreng B hmf
sgd kdf~bx,nghdmsdc atrhimdrr ~fqdd B dms
hmsn sgd rdquhbd,nghdmsdc ~gbghsdbstqd
“mc fnudgm mbd- Ctd sn hsr bn B okdw
m~stqd+ sgd bnBo mx B~x mns ad ~akd
sn ognodagkx cdsmd sgd rbnod ne gdronmrh,
ahkhsx+ vghbg B ~x kd™c sn ctokhb™shnm ne
deengsr- Rnt+ cdsmhmf ognodq rbnod ne qd,
ronmrhahkhsx whkk gqd B ~hm bghshb™k enq sgd
bnBo~mx sn fds ~cu~ms™fdr ne B tkshokd
rntgbhmf-

The next model

@bbngchmf sn F~gsmdg+ sgd ntsrntgbhmf
1 gjds vhkk fognv ax itrs 4% odg ~m,
mt B nudg sgd mdws edv xd~qr+ vghbg
hr Bthg knvdg sg™m sgd cntakd,chfhs
ghfgr ne ~ edv xd qr ~fn- Sghr hr ad,
b>trd Enrs bnBo mhdr ~qd mns adm,
dehsshmf eqn B Bdf™ ntsrntgbhmf- Sn
I m fd rtbhg bg kkdmfdr+ bn B o~ mhdr
~qd chudgrhextmf sgd ghrj ax noshmf eng
gxaghc rntgbhmf ng inhms udmstqd rntgp,
hmf+ “r sgdrd Bncdkr ~qd deedbshud hm
bkhdms.udmeng qdk~shnmrghot B ~m™ fhimf
ghrj ~mc ognuhchmf adssdg bnmsgnk nudq
ntsrntgbhmf sq 0l r-

Sn qd B “hm sgd oqdedqgdc rdquhbd
ognuhcdg hm sgd fkna~k ntsrntgbhmf
~gdm™+ Fnsseqgdcrnm eddkrt 8Sgd fkna ™k
ntsrntgbhmf B ~ingr g ud sn enbtr nm
rodbhsb needghmfr ~mc rdkk sgnrd ~ ffqdr,
rhudkx- Sgd vgnkd sghmf hr snn ahf enq
“mx nmd ognuhcdg- Sgd B “gjds wvhkk ad
b~ qudc to- Cdbhcd vgdgd xnt whkk vhm
“mc sfgs khjd bg yx sn vhm-€ Sn b~sdq
sn sgd mddc ne fgnwvhmf dwodbs ™~ shnm “mc
bg~mfhmf gqdpthqd B dms+ sgd ntsrntgp,
hmF rdquhbd ognuhcdqr g~ ud sn b~ qdetkkx
1 "o sgd gdpthgd B dms “mc cdkhudg rdq,
uhbdr bnrs,deedbshudkx- J ~ok™m rtffdrsr+
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dNeedghmF ~ bn B .ahm™shnm ne sq™ chshnm ™k
HSN.AON rdquhbdr+ oktr “m ~rrngs B dms
ne gnrsdc “mc B “m”fdc rdquhbdr+ eqgnms,
dmcdc vhsg ognedrrhnm™k.bnmrtkshmf
rdquhbdr wvhkk B~ jd sgd B oqdedqgdc
rdquhbd ognuhcdqr-€ Hm rs™qj bnmsq rst
Rsq~snr R ghrr™ Bkhr r~xr+ 8Sgdqd
dwhrs mn fkna~k ntsrntgbhmf B ~inqgr-
Mn udmcng b™m ft~q msdd bnmrhrsdms
rdquhbd pt~khsx hm bgnrr,angcdq tmedg,
s jhmfrd drodbh™kkx wvgdm B tkshokd
gqdfhnmr ~qd hmunkudc- Gnwvdudgt “r
nodq~shnm™k udghbkdr bnmshmtd sn B ~,
stqdt kd™ chmf udmengr vhkk hmbad ™ rimfkx
kdudq™fd sgd fkna ™k qdrntgbhmf cdkhudgx
I ncdk sn rdkdbshudkx kdudg™fd “m “gq~x
ne b~ o ahkhshdr ~“knmf sgd nmrhsd+ nm,
rgnqgd+ md~q rgngd ~mc neergngd bnmshm,
tth-EHs rdd Brsg s snredft qc sgdhq
hmsdgdrst ntsrntgbhmf rdquhbd ognuhcdqr
vhkk g~ud sn cdudkno = fknak cdkhudgx
B ncdk sn g~ gmdrr sgd bn B odsdmbx ne
gxaghc rntgbhmf-

Future outlook

Bnl o mhdr rgntkc g ud ~ bkd~q hcd™
“ants sgdhg fn~kr “mc dwhs rsq”sdfhdr
vghkd noshmf enqg Bdf” ntsrntgbhmf

bnmsq~bsr+ adb™trd hs hr chesbtkst ansg
ehm~mbh~kkx ~r wvdkk ~r nodgshnm™kkx+
sn fds ghc ne Bdf™ ntsrntgbhmf ~fqdd,
I dmsr- Adrhcdr+ sgdx rgntke ~rrdrr rdq,
uhbd kdudkr ~mc sns™k bnrs ne nvmdgrgho-
Kdmhdms ~sshstcd ne bn Bo™mhdr snv~qcr
bnmsq~bs wvghshmf “mc admbg B ~qjhmF ne
rdquhbd ognuhrhnmb™m ad ~ B ~ing rstll,
akmf aknbj hm sgd etstqd-

@mkxrsr adkhdud sg~s sgd mt B adg
ne k™gfd ntsrntgbhmf bnmsq bsr fhudm
sn = rhmfkd udmcng vhkk cdbkhmd hm sgd
etstqd- Hs b™m nmkx sgqghud he sgd fn~k
hr sq~mreng B ~shnm+ mns bnrs,btsshmf-
Nm sgd bnmsg~gx+ Btksh,udmeng rxrsd i
wvhkk ad nm sgd ghrd adb™trd ne hsr &dw,
hahkhsx- Hs Fhudr bkhdmsr ~m noongstmhsx
sn bg~mfd rdquhbd ognuhcdgr nq cd B “mc
adssdq oghbdr “mc fds adssdq u~ktd-
Rthg rghes wvhkk nodm ~ mdv ~udmtd eng
sgd Hmch™m ntsrntgbhmf B ~ingr sn 07q,
shbho™sd hm cd~kr sg~s q mfd adsvddm
#0//,4// @m- Rthg sqdmcr wvhkk gdko
Hmch™m rdquhbdr ognuhcdgr+ vgn g~ ud
“kBnrs addm dwbktcdc eqnl sgd Bdf
ntsrntgbhmf cd”kr- Hmch™m ntsrntgbhmf
I "ingr rthg ~r Vhogn+ Hmenrxr “mc SBR
wvikk gd ™~ o sgd admdssr ne mdv noongstmh,

shdr- Fnsseqdcrnm r~xr+ 8Sgdx whkk g~ ud
noongstmhshdr sn sgd dwsdms sg~s sgdx
~qd sgd knvdrs bnrs “mc ghfgdrs ptk,
hsx hm rodbhsb ~bshuhshdr “mc b™m atmckd
sgd B hm ~ bn B odkkhm v~ x-€ Sgd cdbkhimd
hm sgd Bdf™ cd kr whkk mns ~eedbs Hnch™m
bnBo mhdr Bthg “r sgdx b™m rshkk fq~a
= B 7inghsx rg~qd hm rdkdbshud ntsrntab,
hmf- Rsq~snr R™ghrr™ Bkhr nohmdr+ 8Cd,
bkhmd hm sgd rhyd ne sgd cd™k whkk nodm
mdv “udmtdr eng Hmch™m ntsrntgbhmf
I "ingr- Sg~s hr adb™trd sgdrd udmengr
sxohb~kkx s~ qfds Bhc,rhyd cd kr "A04
Im,A24 BIm(- L.ngdnudg+ sgdx kdudq™fd
sgd hmctrsgx sqdme vgdgd ansg ~ookhb™,
shnm ntsrntgbimf “mc atrhimdrr ognbdrr
ntsrntgbhmf ~qd dwodbsdc sn fgnv e~ rsdq
sg~mHS ntsrntgbhm-€ Hs whkk fhud ~ etq,
sgdq skkho sn sgd ntsrntgbhmf hmctrsgx-
J~ok™m “krn eddkr sg~s sgdrd bn B o~ mhdr
vhkk fds noongstmhshdr+ rodbhehb ~kkx
hm gnrsdc “mc B ~m”fdc ~ookhb™shnm+
cdrjsnot Bdrr™fimf+ mdsvngj+ rsng”fd+
rdbtghsx- m

C R shrg
“mc Rghrghg 3t ~q
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Eight Tips for Companies Considering a Multivendor Solution

1. Understand the challenge: Work with your IT teams to look at all sides of the multivendor equation. Read analyst reports, talk to integrators, talk
to some of their key vendors, examine their existing contracts and licenses, and then determine the best course of action and timing to mitigate
risk.

2. Enlist help: While the most likely scenario for success is to entrust the solution to a systems integrator, some large companies have the dedicated
resources to do this work in-house. In either case, selecting the right people is crucial.

3. Plan ahead: Understand the number of vendors required, how they will work together and how they will be managed. Ensure that by contracting
to multiple vendors you are not sacrificing economies of scale.

4. Get the most bang for your buck: Finding the best price is important when youire making purchasing decisions, but also consider the costs of
integration and management across the entire IT environment.

5. Define émultit: While working with multiple vendors may be beneficial, too much of a good thing might hurt. Keep the number of vendors reason-
able to control upfront and operational costs and help mitigate operational and financial risk down the road.

6. Create common rules: Have an in-house team or external systems integrator that can govern the vendors, enforce the service levels theyive
promised, and monitor problems and/or downtime.

7. Stop the finger-pointing: Implement an integrated set of tools and processes within a governance model. Doing so makes it easier to hold each
vendor responsible for delivering against its own Service Level Agreements (SLAs) within its own environment.

8. Treat multivendor like a fine wine: Implementing a successful multivendor solution can take a great deal of time. Early adoption of a multivendor
approach warrants sufficient time to understand and mitigate the risks.

Source: www.eds.com
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