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Agenda 

• Traditional outsourcing under pressure 

• New way of delivering the IT services 

• XaaS 

• New business model 

 

 

 
 



OUTSOURCING HAS BEEN WIDELY 
ACKNOWLEDGED AS A SOURCE OF COST 

REDUCTION AS WELL AS BUSINESS 
AGILITY.  

 
A 2009 survey of chief financial officers of businesses that 

outsource their IT services revealed that ―78 percent of CFOs 

believed that the value for money they received from IT 

outsourcing was ‗unclear‘, while only 38 percent were 

confident of the ability of their organization‘s CIO to 

communicate the benefits of their particular outsourcing 

engagement to the business‖.  
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THE TRADITIONAL OUTSOURCING 
MODELS ARE 

INCREASINGLY COMING UNDER 
PRESSURE DUE TO THE FOLLOWING 

FACTORS: 

• Economic downfall 

• Change in pricing models 

• Cloud emergence 

• Need of value-added services 
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THE SERVICE SECTOR ACCOUNTS FOR 
OVER 70 PERCENT OF TOTAL 

EMPLOYMENT AND ADDED VALUE IN THE 
EUROPEAN 
UNION [OECD] 

The operational services  The knowledge-intensive 

services 
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Standardized services 
The client specific services with 

high knowledge content 
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Over the last two decades, a new ‗sector‘ of the 

economy has developed that neither provides 

traditional services nor traditional goods, rather 

pure digital assets. These assets consist in content 

of all kinds: entertainment, applications, education, 

advice and services for customers that are 

consumed mainly by individuals, but also affect 

traditionaltraditional  businessbusiness  servicesservices  deliverydelivery  modelsmodels. 



CLOUD 
SERVICES  

A change in IT users‘ behavior - a user‘s center of attention is 

now on what the service offers rather that in how it is 

implemented or hosted, changing their focus from buying 

tools to enable a functionality, towards the contracting of a 

third party to deliver this functionality in an elastic and on-

demand way in a pay-per-use model. E.g. the utility models 

were already doing it, but it is a clearly a different approach 

to the classical on premise, license based models. 7 



CLOUD COMPUTING, OFTEN REFERRED 
TO AS SIMPLY “THE CLOUD,” IS THE 

DELIVERY OF ON-DEMAND COMPUTING 
RESOURCES —EVERYTHING FROM 

APPLICATIONS TO DATA CENTERS —
OVER THE INTERNET ON A PAY-FOR-USE 

BASIS. 
 

• Elastic resources — Scale up or down quickly and 

easily to meet demand 

• Metered service - So you only pay for what you 

use 

• Self service — All the IT resources you need with 

self-service access 
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• Software-as a Service (SaaS) 

•  is a model of software deployment whereby an application is 

licensed for use as a service provided to customers on demand. 

• Platform as a Service (PaaS)  

• is the set of well defined APIs that a cloud provider offers 

developers to implement applications in the cloud provider‘s 

environment. PaaS also refers to the provisioning of a development 

and testing environment via cloud for a group of developers. 

• Infrastructure as a Service (IaaS)  

• is the delivery of computer infrastructure (CPU, storage, backup 

and network) as a service. 

• Monitoring as a Service (MaaS) 

• Business Process as a Service (BPaaS) 

• Analytics as a Service (AaaS)  

• Backup as a Service (BaaS) 
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The Composable Business is built on the “as a 

Service” environment…with a goal of enabling 

the API economy 

API - Application Programming Interface 
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Generic Value Network for Cloud Computing  
[Leimeister, S., Riedl, C., Böhm, M.,& Krcmar, H. (2010). The Business Perspective of Cloud Computing: Actors, Roles, and Value 

Networks] 
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• Faster response to market developments  
• With constant availability to resources, data and other 

services through XaaS, businesses can respond in a 

faster way to any change in the business environment 

and enjoy better profit figures. 

• Large flexibility  
• Being flexible is one of the greatest contributing factors 

for a company‘s scalability. Since most of the 

processes and operations are handled by XaaS, users 

can look forward to reduced costs, while enjoying an 

increase in their scalability metrics. 

• High level of innovation  
• With XaaS in place, users have reliable access to 

technology at all times. This facilitates users to 

innovate and develop their companies. 

 

XaaS Benefits 
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Disaster Recovery as a Service (DRaaS) 

DRaaS is a service that replicates and hosts physical or 

virtual servers to provide failover in the event of a man-

made or natural catastrophe. It recovers data, 

infrastructure and all the applications that were a part of the 

system before the disaster. Since this cloud based service 

has the ability of recovering all types of lost data, it helps in 

maintaining continuity in business operations, without 

presenting any obstacles. 

The XaaS has been on a steady rise in 

the IT world, there are several examples 
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XaaS is not a question of “if”  

but rather of “when”.



VALUE PROPOSITION OF CLOUD 
SERVICES 

•Personalization 

•Localization 

• Industry specific 

•Quality of Service 

•Self-configured 

•Economics 



FOUR FUNDAMENTAL DRIVERS  

•  Risks 

•  Government regulation 

•  Financial 

•  Quality of service 



SUBSTITUTION RATES – 
TRADITIONAL FOR CLOUD 
SERVICES 

• BPaaS: Rate of substitution in 2015 of BPaaS for 

traditional BPO has increased significantly to 54.4% 

from 39% in 2012. 

• SaaS: Rate of substitution in 2015 of SaaS for traditional 

application outsourcing has increased significantly to 

72% from 43% in 2012. 

• IaaS: Rate of substitution in 2015 of IaaS for traditional 

datacenter outsourcing has increased significantly to 

57.7% from 35% in 2012. 

21 U.S. Buyer Expectations and Perceptions of Third-Party "24 x 7 Operations" Services and Service 

Providers-Outsourcers, IDC #258240, August 2015 

BPaaS – Business process aaS 
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• A move from an Internet seen as a ‗communications 

channel‘ to an  approach based on ‗the deliberate 

delivery of services‘ over the Internet.  

 

• Looking once more at outsourcing strategies, the shift 

to cloud services can be considered more 

evolutionary than revolutionary, being part of an 

externalization tendency that has been taking place 

over the last decades. 
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• Build an efficient service-based and client-focused organization 

• Reduce IT baseline cost 

• Enable smooth IT integration for acquired or divested companies 

• Standardize and elevate processes to match industry IT standards 

• Mobilize staff and make the best use of competencies 
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Business Model of a Cloud Service 

Provider: The Auto Industry at Retailer 

Prices Delivered as a Utility Service 
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Service providers.  
Service providers will be responsible for integrating and 

managing/operating all the elements needed to provision a cloud-based 

service — including infrastructure (e.g., hosting, networks), technologies 

(e.g., hardware, software), and content (e.g., information, data). 

 

Arms suppliers.   
Vendors that act as arms suppliers will manufacture/create technologies 

(e.g., hardware, software) and content that they will sell to service  

providers. 
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Cloud Services Versus Traditional IT Services: Comparative Metrics 

The selling, general, and administrative (SG&A) costs, includes marketing and 

sales expenses 



FUTURE OUTLOOK 

The impact of cloud services on providers of traditional outsourced-managed IT 

services will necessitate providers to implement the following: 

 

• Make strategic investments. The transition from providing outsourced-managed 

services using traditional IT delivery methods (e.g., labor oriented) to more automated means referred 

to as cloud will require changing fundamental investment strategies for marketing, sales, and capital 

(assets). 

 

• Create a framework to putting the puzzle together. Achieving 

the transition from a traditional outsourced-managed IT services business to a cloud-based 

outsourced-managed services business requires developing a framework of investments that 

incorporate those pieces of the "puzzle" that providers need to own and operate and those for which 

they will need partners and suppliers. This framework will need to incorporate a means (a blueprint of 

the end-state structure of a cloud service provider and ecosystem) of enabling adaption in building a 

cloud based outsourced-managed services business over the short and long terms. 
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"Providers of outsourced-managed services using traditional IT services 

approaches (e.g., labor oriented) are under increasing pressure to 

transition their business model to the next-generation outsourcing model 

involving cloud-based service delivery and consumption. Success for 

players competing in the world of traditional outsourced-managed services 

and needing to transition to a cloud-based outsourced managed services 

business will require them to define the end-state structure of a pure-play 

cloud service provider and ecosystem, develop a framework to determine 

the pace of transition, establish and monitor critical business and 

performance metrics, define the optimal market penetration strategy, 

understand total risks and risk tolerance from service provider to buyer to 

government, and create a road map of critical investments that delineate 

roles and responsibilities between what to own and operate, and where to 

partner." 

David Tapper, VP of Outsourcing, Managed, and 

Offshore Services at IDC 
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