


Outsourcing Survey Results

This survey

— We surveyed the Fieldfisher outsourcing team across our network, covering the UK, Europe and Silicon
Valley.

— The results reflect the transactions we have been involved in and our conversations with clients.

— We would love to hear your views to help us increase our reach. Contact us by emailing:
oliver.gray@fieldfisher.com to add to the survey.
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Outsourcing Survey Results

State of the market

N%

The volume of outsourcing transactions is dropping overall, with few customers looking to increase their
portfolio of outsourced services.

IT outsourcing and software development remain key functions driving outsourcing transactions.
BPOs may be less popular than previously.

Access to better technology and cost savings remain the key drivers for outsourcing.

N2 N 2N 2

Financial Services remains the most active in outsourcing transactions.
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Outsourcing Survey Results

Are your clients planning to outsource more of
their operations in the next 12 to 24 months?

50%

Yes ™ No " No change
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Outsourcing Survey Results

What operations are clients most commonly

outsourcing?

IT Support

Software Application & Development
HR

Finance & Accounting

Facilities Management

Contact Centre

Infosec + Cyber-Security

Other (please specify)*

Logistics

Other Business Process Outsourcing
Risk and Complaince

*Other outsourced operations cited by respondents were Payroll
operations/ Data centres and warehousing

0%

, Banking/ Payments

13%
13%

19%

25%
25%

75%
69%
44%
44%

% of responses
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Outsourcing Survey Results

Which sectors are the most active in seeking to
outsource their operations?

Financial Services
Technology
Professional Services
Data

Retail

Other (please specify)*
Manufacturing 15%
Healthcare 15%

Charity 89

Construction & Projects 89
Pharma 3%

Energy 8%

Insurance 8%

Public Sector | 0%

Food | 0%

62%

38%
31%
31%

1
|
|
|
L 31%

1
|
|
|
|
|
[ 23%
|

Percentage of responses

*Other sectors cited by respondents were the Logistics/ Supply
chain/ Automotive/ Communications/ Chemicals sectors
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Outsourcing Survey Results

Key drivers for transactions

— Access to better technology and cost savings remain the key drivers for outsourcing.

— Al is changing what is possible for outsourcing solutions, and a key topic for any business looking to
outsource for the first time or restructure an existing function.

— The focus on ESG is changing the conversation around outsourcing transactions, with the potential for
legislative change to impact on businesses in the future.

— Upgrades to physical infrastructure are driving new outsourcing transactions, with Internet of Things and
the data generated opening the door to new and innovative solutions.
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Outsourcing Survey Results

What do you currently see as the key priorities for
businesses when outsourcing?

Access to better technology 759

Cost savings 69%

Service improvement
Better data, MI & analytics to make better business decisions 38%
Cyber security 31%
Shortage of available employees with the right skill-set 19%
13%

Price certainty 13%

Greater flexibility

Access to higher quality staff 6%

Improved customer service & support | 0%

Greater ability to receive global 24/7 support | 0%

% of responses

8| fieldfisher.com



“Trends for 2024” Fieldfisher Survey Results

What will be the most impactful trends within the

sourcing and digital transformation market over

the next 12 months?

Adoption of Al solutions in the supply chain

Sustainability / ESG in the supply chain

Dynamic procurement using Al / predictive analytics

Deploying loT and upgrading physical infrastructure

Supply chain uncertainty (talent, components, FX risk)

Regulatory change

Monitoring cloud native IT infrastructure and to avoid cyber attacks and payment fraud
Regulatory compliance and vendor management

Cautious approach caused by geopolitical uncertainty

Using conversational Al in the procurement process

0%

B%
B%
B%

B%

25%

25%

% of responses

759

92%
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Outsourcing Survey Results

Existing deals

— We anticipate approximately 25% of clients to be looking to re-negotiate their key outsourcing contracts in
the short to medium term.

— Much of this will be due to good contract management.

— However, there is still a high percentage of expected renegotiations due to poor supplier performance OR a
failure to achieve expected benefits.

— Macro factors such as Brexit and regulatory change have not lead to mass re-negotiations.
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Outsourcing Survey Results

Are your clients re-negotiating any of their

outsourcing arrangements in the next 12-24
months?

\[e} 75%

Yes 25%

% of responses
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Outsourcing Survey Results

If ‘yes’ to the previous question, what are the key
reasons that the client is re-negotiating?

Contract expiring I I 75%
Not delivering expected benefits | | | | 50%
Regular review and re-tender process | | | | 50%
Poor performance by existing supplier | | 25%
Wider economic concerns & uncertainty | | 25%

Regulatory change | 0%
Vendor insolvency risk | 0%
Brexit | 0%

Benchmarking process activated | 0%

% of responses
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Outsourcing Survey Results

Key risks

— The key risks to outsourcing projects remain failure to achieve the anticipated service improvements or cost
savings.

— Increasingly, data protection and cyber security also are becoming prominent risks when undertaking an
outsourcing transaction.

— Customers are becoming more mature in their use of outsourcing, and as a result issues with business
maturity and relationship management are not as prominent as they once might have been.
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In your experience, what are the key risks with outsourcing for
clients?

Failure to achieve anticipated service improvement 14%

Failure to achieve anticipated cost savings 38%
Data protection risks 31%
Contract negotiation process is complex and expensive 31%
Cyber-security & data risks 31%
NVRENNES 25%
Change control and increased costs 25%
Contract management process is complex 9%

Loss of control 9%

Maturity issues i.e. lack of experience/expertise/resource to outsource effectively 13%)
Regulatory risks 13%|
Creates contract complexity/ DD for with our clients (3
Negative impact on our employees 6%
Risk of disputes 6%
Supplier insolvency risk 6%
Relationship management issues 6%
Compliance risks 0%
Trade Union & Works Councils issues 0%
Damage to your organisation's reputation 0%

% of responses
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Outsourcing Survey Results

And finally...
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Outsourcing Survey Results

Generally, have you seen a change in the use of
outsourcing over the past 5 years?

- 62% of respondents said that the key change that they have seen in the use of outsourcing over the past 5
years has been the decreasing use of traditional outsourcing models (i.e. outsourcing to a third-party
organisation) and a rise in the use of other models such as cloud sourcing (i.e. SaaS solutions).

- 32% of respondents said that they had seen an increase in sourcing models favouring a larger portfolio of
vendors to support business operations (i.e. one vendor for cloud services, another for cyber security etc.)
as opposed to major outsourcing models where these functions were covered by one external third party.

— A small percentage of respondents (6.25%) had noticed an increased focus on sourcing internally functions
that would traditionally be outsourced externally, whether that be fully in house or within a low-cost
jurisdiction hub.
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Outsourcing Survey Results

If you could change one thing about outsourcing,
what would it be?

— The outsourcing procurement process can be long and costly, and is ripe for improvement.

— Greater focus should be given to: understanding the service delivery process, defining the scope of work
and what good delivery means.

— The fragmentation of regulation for different services can be challenging. A common international
framework or legislation governing outsourcing could be beneficial in this regard.
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