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ValueNotes Sourcing Practice conducted an online survey -

'How does the engineering industry feel about outsourcing?"

» The survey on the global engineering services outsourcing business was
conducted between November 2009 and January 2010

 Management, engineers, marketing professionals of global manufacturers
(the buyer), engineering services providers (the seller), and engineering
industry analysts participated in the survey

» The purpose of the survey was to assess the global reaction to outsourcing
in engineering services
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We used the survey to understand...

 What challenges do buyers face?
* Do buyers think these challenges can be mitigated by outsourcing?
» Are they willing to outsource?
« Will they increase outsourcing?
 What are they willing to outsource?
* Where are they going to source from?
* What do they think about outsourcing?
* What are their expectations in terms of:
Execution
Quality
Delivery
Pricing
« What are service provider perceptions on cost savings, service
guality, customer satisfaction, etc.
* What challenges do service providers face?
» What do the industry analysts think?
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Who helped us? ﬁ/s I

We got over 220 responses
from...
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ValueNotes

Survey
The following slides highlight major findings from the survey
I
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Buyer demographics I

Participant work profile

Design
Others Engineer
14% 14%

Senior
Management .
27 Project
Manager
33%

Marketing/ Consultant
Business (design)
Development 4%
10%

Others include: professionals from quality, supplier quality & development,
continuous improvements (lean manufacturing), process, etc

47% of the participants were practicing engineers

|
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Industry spread

Automotive 37%
Aviation/Airline

Defense

Aerospace manufacturer 35%

Auto-aerospace component manu./supplier
Architecture & Civil Engineering

Industrial

Oil & Gas

Power Generation

Others

Others include- nuclear, defense & aviation publication house, shipyards, transit, railroad HVAC and equipments,
FRP products, medical, marine, food industry, mining, equipment major

Majority of the buyers were from the automotive and aerospace industry
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Buyer demographics ﬁ”OtS I

Geographical presence

us 7_ 58%
Uk I 0%
Germany | 0%
France [ 229
taly | 16%
Eastern Europe 7— 14%
Rest of Europe 7- 8%
India 7_ 46%
china I 25
Japan 7— 12%
Australic [ 229

More than 45% buyers have operations in either the US and/or India
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Buyer demographics Mlots

Size
Human resource strength Revenues
> 100,000 > $50 billion,
people, 12% 10%
50,000 t0 < 1,000 people,
100,000 people, 44% N
12% $10 billion to < 350 milfion,
0,
$50 billion, 18% 40%
25,000 to 50,000
people, 12% $1 billionto $10
billion, 10%
10,000 to 25,000
people, 6% $500 million to -
1,000 to 10,000 $1 billion, 6% $50 millionto
people, 14% $500 million,

16%

Majority of the buyers are from companies with <1,000 employees or revenues <$50 m
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Survey responses broken down

Cross tabbed by

Challenges Satisfaction

faced levels Sourcing levels Cost savings
Preferred Functions to be Outsourcing
destinations sourced sentiments

We analyzed and cross-tabbed the responses to develop a comprehensive
understanding of how the industry will shape up...
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Buyer challenges Valuelloies I

Major challenges that buyers are currently encountering

60%
38%
45%
50% 9
28%

m Key challenge ' Manageable challenge m Not a challenge

Adapting to new technologies

Addressing new geographies

Pressure from competitors
Supply-chain issues

Identifying key vendors/suppliers
Cost/margin pressures

Lack of in-house capabilities

Cost/margin pressure is a key challenge while in-house capabilities is not a constraint...
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Buyer expectations Valuelloies I

Are buyers satisfied?

High
(nearing best
practices)
14% Low
(poor vendor
execution)
28%

Medium
(scope for
improvement)

59%

Majority buyers believe that there is still scope for improving overall service experience
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Outsourcing potential

Civil Engineering
Design Automation
Drafting & 3D Modeling 59%
Electrical, Instru. & Control
Embedded Systems Development
Engineering Analysis
Manufacturing Engineering

Plant Design Engineering
Re-engineering

Technical Publications

Drafting & 3D modelling considered the most outsourceable service. However...
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The engineering service spectrum (outsourced services)

Civil Engineering 7- 10%
Design Automation 7_ 48%
Drafting & 3D Modeling 7_ 71%

Electrical, Instru. & Control 7— 39%

Embedded Systems Development 7— 24%
Engineering Analysis 7_ 77%

Manufacturing Engineering 7— 38%

Plant Design Engineering 7— 24%
Re-engineering 7— 41%
Technical Publications 7— 39%

...Service providers believe that
engineering analysis and drafting & 3D modelling have greater buyer demand!
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Expected cost savings

25%

No cost savings Costsavings of Costsavings of Costsavings of Costsavings of
10-15% 15-25% 25-40% more than 40%

Majority believe they will achieve some cost saving by outsourcing
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Buyer on outsourcing ﬁ/s I

Will buyers continue to outsource?

B My company is already outsourcing
but will stop doing so

B My company is already outsourcing
and will continue to do so

8%

My company does not outsource,

butis considering it

= My company is unsure about
whether to outsource or not

m My company is not outsourcing and
has no plans to do so

Most opine that they already outsource and will continue to do so
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What next? Valueloies I

If you have any questions or comments, or if you would like to know more about
our analysis, do get in touch with us.

ValueNotes Sourcing Practice

1 Bhuvaneshwar Society, Abhimanshree Road, Pashan, Pune 411008. India

T: +91 20 6623 1743 | E: bporesearch@valuenotes.co.in | URL: www.sourcingnotes.com
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