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The scope of the study is to conduct a global software R&D spend 
analysis across a group of software product companies
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Software R&D Spend 

Analysis

R&D Globalization Trends

Future Opportunities for 

R&D Globalization

Å To analyze software products related R&D investments across the globe
Å Analysis to be carried out across various filters such as locations, type of 

products, in-house vs. outsourcing, PDLC stages etc.

Å Trend analysis of R&D globalization with special focus on emerging geographies

Å Assessment of future opportunities in terms of R&D globalization and the evolving 
role of emerging geographies

Zinnov conducted detailed surveys and interviews with a set of 

software product companies to gain insights on the topic
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We interviewed multiple stakeholders across companies to gain 
strategic insights on the R&D investments in the software space
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Senior Directors, 35%

Vice Presidents, 20%

Country Heads, 15% C - Level 
Executives, 10%

General 
Managers, 10%

Finance Heads, 10%

Interviewee Profile Breakup

Discussions with key stake holders of the 
companies were held in order to gain deep 
insights pertaining to the company and 
industry level information

Note:

Source: Zinnov Analysis
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Executive Summary
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ü A common perception is that companies are aggressively leveraging globalization. However, only about 15% of the total R&D 
budget is being spent in emerging geographies, leaving  a huge opportunity to be tapped

ü The economic crisis  was a reality and has resulted in a slowdown in developed geographies such as US and Europe. Companies 
believe that post this recession, majority of the revenues might come from the APAC region and they need to be prepared

ü A majority of companies are hence increasing R&D spend in emerging geographies such as India and China as they believe that 
emerging geographies are a good ground for work associated with the low end of the PLC value chain

ü For larger companies, most of the R&D investments (more than 80%) are kept in the US, as they believe that high quality talent 
to work on next generation products is tough to find in remote locations

ü Small to mid-sized companies (less than USD 1 Bnin revenue) have more cost pressures and they offshore a significant portion 
of their R&D to low cost destinations such as India and China 

ü The revenue expectations from new product continue to increase, but the companies are looking to keep the total R&D 
investments low. This has mandated them to aggressively leverage globalization in order to reduce investments on mature/ 
existing products

ü The current outsourcing to 3rd party service providers is very less (< 5% of the total R&D spent). Large companies taking the
outsourcing route are looking at the value that they can derive and pure cost arbitrage is no longer appealing

ü Large companies are looking to invest more on new products and hence managing mature products will provide immense 
opportunities to service providers if they see a value. So the existing models of fixed price and T&M will have to give way to 
innovative models such as IP led solutions, risk reward etc. to add value for the ISVs. However smaller companies would 
continue to operate in existing models as cost arbitrage is still important for them
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Note:

Source: Zinnov Analysis
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R&D Spend Analysis

Globalization of R&D

Future Trends
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A common perception is that companies are aggressively leveraging 
globalization, but there is still a lot of untapped opportunity
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Global Software Product Market
USD 300-320 Billion

Total R&D Spend (15%)
USD 45-48 Billion

Others (85%)
USD 272-285 Billion

Concept (8%)
USD 3.6 ς3.8 Billion

Development (37%)
USD 16.7 ς17.8 Billion

Total In-House (95%)
USD 42.8 ς45.6 Billion

Total Outsourced (5%)
USD 2.3 ς2.4 Billion

QA/ Testing (31%)
USD 14.0 ς14.9 Billion

Support/ Sustenance (23%)
USD 10.4 ς11.0 Billion

United States (73%)
USD 32.9 ς35.0 Billion

*Other Developed (12%)
USD 5.4 ς5.8 Billion

Mature  Products (75%)
USD 33.8 ς36.0 Billion

New Products (25%)
USD 11.3 ς12.0 Billion

**Emerging Geo (15%)
USD 6.8 ς7.2 Billion

A B C D

India = USD 3.8 - 4.2 Billion
China= USD 2.0 - 2.4 Billion

Note:*Western European countries and Canada; **India, China, South East Asia, Central and Eastern European Countries  (Ukraine, Poland, Bulgaria etc.), Russia  and others

Source: Interviews with key executives (of software product companies) in the US, India, China, Ukraine and Russia; Qualitative insights from company annual reports; Zinnov Analysis 

Note: 
1. In-house includes offshoringto 

captive centers
2. Outsourcedis only to 3rd party 

service providers
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US has been the largest market, however, companies believe that post 
this downturn majority of revenues may come from APAC region
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Revenue Contribution from Headquarter Country 
as a Percentage of total Revenue (2008)

ÅA majority of the revenues are being generated from the US, accounting for about 52% of the total global software product 
revenues of USD 300-320 billion

ÅHowever, some companies believe that post this recession, majority of the revenues might come from the APAC region and 
they need to be prepared for this change

ÅSpecifically, many of the consumer software (including mobile software, gaming) companies  are looking towards India and 
China for the next wave of their revenue growth owing to the availability of  a fast pace of technology adoption

Discussions

Note:

Source: Company annual reports; Zinnov Analysis

P
e
rc

e
n
ta

g
e
 o

f 
T
o

ta
l 
R

e
ve

n
u

e

Contact info@zinnov.com

for detailed report


