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The year 2009 was marked by significant decline in the overall R&D investments across all 
major industry verticals
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2007 2008 2009

YOY Growth of R&D Investments 
Across Key Verticals, 2007-09

Cost Optimization

Retaining Critical Talent

Forced Attrition

Salary Freeze/ Performance 

Linked Incentives

Selective Hiring

Impact Across 
Global Locations

Note:
Source: Annual filings of key companies in each vertical; Zinnov analysis of  C&B 2010 survey participants
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The higher cost pressures mandated companies to recalibrate salaries across levels with only  
critical positions witnessing upward swing
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Note: The %age above  is calculated based on the average of the median value for each position for the two years
Source: Zinnov analysis of  C&B 2010 survey participants

Change in CTC (2008 Vs. 2009) Across Key Positions (Suggestive Only)

Salary Cuts Across 
Functions

Lay Offs  at Upper 
Percentiles

Grooming Next 
Level Resources

Retaining/ Hiring 
Critical Resources
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While the industry continued to be a net hirer, attrition was put in control for the calendar year 
2009
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Note:
Source: Zinnov analysis of  C&B 2010 survey participants

Hiring and Attrition Trends for CY 2009

Companies forced to lay 
off non core, less efficient 
work force due to the 
economic crisis

A few companies 
continued to grow as 
access to talent became 
easier

Economy starting to show 
signs of recovery. Both 
hiring and attrition 
starting to pick up

Backfilling of resources/ 
campus recruitment
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The overall experience levels at the MNC R&D centers  continues to increase and averages out 
in the range of 3-5 years
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0 -4Years

4-8 Years

8-12 Years

12+ Years

Organizational Pyramid by Experience Level (Sample = 30 MNC R&D Centers)

Note:
Source: Zinnov analysis of  C&B 2010 survey participants
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Development & QA/ Testing are the major line items in the total people cost for MNC R&D 
centers
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Average People Cost = $19,190

People Cost & Headcount Split by Functions

Note:
Source: Zinnov analysis of  C&B 2010 survey participants
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Though senior/ middle  level teams contribute less to the headcount, the associated costs are 
much higher
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People Cost & Headcount Split by Levels Average People Cost at Each Level

Note: Middle Level = ICs/ Leads/ Other similar levels; Senior Level = Managers and Above; Juniors = Associate Engineer, Engineer, Sr. Engineer & Similar positions
Source: Zinnov analysis of  C&B 2010 survey participants
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The survey revealed that Puneis fast catching up with Bangalore in terms of compensation 
across levels
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5%

Salary Comparison Across 
Bangalore & Pune

1%

Lead of Location by Number 
of Positions

Levels (By Experience/ 
Positions)

Lead City

Junior Level Pune

Middle Level Pune/ Bangalore

Senior Level Bangalore

Note:
Source: Zinnov analysis of  C&B 2010 survey participants
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While a few benefits were cut down owing to the economic recession, on the other hand, a few 
were made more employee centric to increase convenience for employees

9

Types of 
Benefits

%age of 
Participants

Health Benefits 100%

Travel 79%

Relocation Bonus 100%

Loan Assistatnce 36%

Start Bonus 36%

Longevity Bonus 57%

Retention Bonus 57%

Continued Education 64%

Leaves 100%

Referral Bonus 79%

More 
Inclination to 
Floater Policy

Increase in 
Retention 

Bonus

Reduction in 
Loan 

Assistance

Optimization 
of Travel 
Benefits

Level Based 
Referrals 
Schemes

Key Trends in 
Benefit Schemes

Note:
Source: Zinnov analysis of  C&B 2010 survey participants
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Many of the R&D subsidiary centers in India will re-define their approach towards globalization 
over the next 12 months
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Controlled Salary 

Increments

Short Term Spike 

in Attrition

Increase in Experience will 

Put Cost Pressure

Focus on Tier 2/3 Locations 

for Non Core Functions

Increased Role for Service 

Providers

Cut Down on 

Campus Hiring

Å The impact of the economic slowdown will continue to reflect in the salary increments this year
Å On an average companies will witness a salary increase of 6-10% for the next 12 months
Å It will take another 24 months before the salary increases restore to the 2005-08 levels

Å As the economy  bounces back and companies start to backfill some of the positions, the industry 
will witness a short term spike in attrition

Å However, with clear communication, increased maturity of the employee base, clear career path 
and increased responsibilities, attrition will remain in control over the next 12 months

Å Though the graduate talent pool would be available in abundance, companies will be slow on 
campus hiring

ÅWith deferral hiring from last year, and companies willingness to increase the overall experience of 
the organization, companies will choose to hire from campus purely to maintain relationships

Å The maturing of the existing installed based and the drive for value creation and productivity 
enhancement will result in middle heavy organization structure

Å This will put significant pressure on costs and the cost arbitrage will continue to diminish over the 
next few years

Å In the drive to reduce costs, companies will increasingly explore opportunities with low cost 
destinations within India

ÅWith increased availability of low cost talent and ever improving infrastructure, companies will be 
running pilot efforts with non-core activities to start with

Å Service providers will play a critical role in cost optimization and enabling higher efficiencies
Å Companies would be keen to leverage the expertise of the service providers towards sunset/ 

mature products and non-core activities so that they can focus on core innovation aspects of 
product development

Note:
Source: Zinnov analysis of  C&B 2010 survey participants
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While the economy is starting to show signs of recovery, companies do not yet expect the 
attrition or salary increases to cross double digit mark
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Expected Attrition - 2010

Note: Zinnov team has not yet completed interviews with all the participants as on 16.02.10 and will reach out to them over the next few days
Source: Zinnov analysis of  C&B 2010 survey participants and R&D council members
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Scenario 2011: Can the cost go high because the experience level will continue to increase??13

Organizational Pyramid by Experience Level (Sample = 30 MNC R&D Centers)

Note:
Source: Zinnov analysis

Increase in 

experience at 

middle/ 

senior level
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Low cost locations within India will gain traction to provide increased cost arbitrage for non-
core activities
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ÅAs the demand for talent pool continues to 
increase, companies are now looking at tier 
2 locations for some of the non-core 
activities to begin with

Å43 tier 2-3 locations are emerging as IT hubs 
in India reducing pressure on tier 1 locations

ÅOn an average, these tier 2-3 locations are 
about 28% cheaper as compared to tier 1 
locations in India

ÅBased on a recent NASSCOM survey of its 
member companies, about 60% of the 
centers are located in 15 challenger cities, 
and 28% are located in 12 follower locations 
in India

ÅOf the 6,500 STPI units currently operational 
in India, about 25% of them are located in 
these tier 2-3 locations in India

Note:
Source: NASSCOM-AT Kearney Survey, Evalueserve, Zinnov Analysis
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Most large companies are now looking towards maximized value, rather than a pure cost 
arbitrage in terms of there relationships with service providers
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The S-Curve of Products

Product B

Product 
Enhancement

Product 
Maturity

Sunset 
Product

Investment/ Time

Outsourcing sunset product provides 
the bandwidth of resources to work up 
on new products and maintain or 
increase revenue streams

Involving 3rd party providers during the 
PDLC helps these providers understand 
the product/ technology and take it up 
during the aging stage (Sunset)

�¾ Large companies taking the outsourcing 
route are looking at the value that they 
can derive and pure cost arbitrage is no 
longer appealing

�¾ Large companies are looking to invest 
more on new products and hence 
managing mature products will provide 
immense opportunities if they see a 
value

�¾ 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

�¾ However smaller companies would 
continue to operate in existing models 
as cost arbitrage is still important for 
them

Product A

Note:
Source: Company press release; Zinnov analysis


