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While global cutsourcing practices have engendered political controversy,
the companies that make offshoring possible are enjoying dramatic growth
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Electranic Data Systems (EDS), 1BEM
(IBM), Accenture (ACHN) and Comput-
er Sciences (CSC) are increasing their
footprint in India and other global low-
COSE CENTeTs.

Accenture currently has the largest
foreign presence, with 15 percent of its

staff overseas, compared 1o an average of

9 percent for s primary competitors,
but the balance is shifting. [BM plans 1o
move 3,000 LS, jobs offshore in 2004,
while EDS expects to increase its inter-
maticnal workforce to 20,000, including
3,300 employees in India. CSC intends
to increase its headeount in India to
berween 4,000 and 3,000 over the next
three years:

"1UL5 firms are also relying less on
partnerships and esrablishing more
wholly-owned captive offshare cen-
ters, says Martorelll. " That gives them
greater control over operations and over
sensitive 1ssues like datp securiny”

The move toward operting overseas
should make it easier for LS service
providers to keep customers wheo want
the benefiss of ofhore oumourcing, but
would still prefer to remain wich an
established vendor relationship,

Meanwhile, moving labor overseas 15
just one of two primary ways to make a
company more efficient, says Todd
Pietri, co-founder and general partner
of Milestone Venture Partners. The othe
i5 1o deploy more advanced technology
to make sure chiens get maximum value
aut of every billable hour

In particular, Pierrs likes the
prospects of certain technology-focused
services companies that develop their
own software to serve their customers’
specific objectives. " f you develop soft-
ware.to address a particular need, then
year after year make that software bet-
ter, you've ereated a powerful barmer w
entry against the compenton,”he says
“You've also created 2 barnier to exix for

your custenmers.”

NICHE PROVIDERS

Pietri believes there 15 0 huge opportu-
nity for companies thar develop trger-
ed software for the pharmaceutical
mndustry, including privately held Medi-

The Indian market for
iT services will grow
at least 30 percent
this year, but U.S.
companies are taking
steps to compete
more effectively
with India’s leading
services firms.

data Solutions, which offers electrome
data caprure services for information
genematedin chimeal mials o his opin-
1on, the company’s svstem s more effi-
cient and generates resules faster than
the current process. " We think thisisa
low penerranon, high growth area,” he
savs. Its a muln-billipn-dollar oppor-
runity where the spoils will go the mm-
blest competieor with the bess software,
and we think that's Medidat ™

Another Pietri favorite is Ceragon
Reeseasch Selutions, a privately held
provider of electronie submission serv-
wces for companies seeking FDA
approval. “The process is now. very
paper-intensive,” he says. “Contract
research organizanons such as Covance
(CVID have provided these services for
decades withour innovation. They Just
pushed the paper themselves”

*It’s another high-growth area
where technology s needed 1o mmprove
the process.” he says. " We think niche
providers are the Ritsre.”

I other areas of the business services
industry, such a5 consulung, miche
providers are already conguering the
present Aside from pants like 1BM and
ACN, many consultng firms offer
extremely specialized services

For-example. InteGreveed Interna-
oonal delivers enviranmental, healch
and safery solutions exclusively o the
privace sector,” We do not compere with
b'l..l."lﬂ'.'ﬁ.‘- and manpgenent consultanes
like ACN and TBM." says the privazely
held company’s president and CEQ,
Brian Jacot " Our competitors prunarily
are private architectural and engineer-

g frms”

He says chat regulatory ssues such as
Superfund drove the marker for Inee-
Greyted’s services in the nud- 198()s and
early 199k, when his business expanded
) percens to 40 percent per year As
those 1ssues.tan their course and the
market fattened out, the company's tap
line now grows about 3 percent annually,

“The recent downturn in the econ-
omy also hurt the environmental con-
sulting industry,” Jacot savs." Companies
cut back on their discretionary spend-
ing and that impacced our business."

Conditons improved i 2003 and
2004 will be even better, he savs, while
longer-term trends like globalizanon,
the growth of health and sifety services
and the outsourcing of enpvironmental
services leave hum optimasne abour the

future af the industry at large

THE ENDLESS
OPPORTUNITY
The need to comply with Section 404
af the Sarbanes-Oxley Act is also
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I.\Tni:fh.'rl:i :'llllj deLll['lEilf;ﬂ.l"J'll EQ sup=
port companies’ internal controls

The consulting team at tax technol-
oy services provider Vertex 1 very busy
with Sarbanes-Oxley engagements.
according to Joseph Bongiow, the pri-
vate company's international compli-
ance product manager. David Lefer,
Vertex director of emermng tax compli-
ance.says that Secaon 404 will require
technology to take over some manual
processes while companies adopr tools
with strong documentacon capabilicies
and standardize their systems on ane
enterprise resource platform

Because the clock 15 ickeng for com-
pamiesto certifv full compliance wich
Secron 44, some industry observers
have likened the marker opportuniry ro
that of the ¥ 2K problem, which con-
sumed corporate resgurces i the months
leading up te che deadhne and then saw
demand fall off a chiff. Leifer disagrees
“There 15 alwayvs poing to be an emphass
an corporate governance,” he savs. " This
oppormmcy 15 ameless.” B |



