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Japanese enterprises face a convergence of structural pressures that domestic operating
models alone cannot absorb. Demographic decline, rising inflation, capital underutilization,
high technology costs, low productivity growth, increasing bankruptcies, and slow GDP
growth are constraining long-term expansion and digital execution. This report presents a
dual-speed operating architecture in which a Japan-based core layer governs quality,
compliance, and strategy, while a India-based Global Capability Center executes digital
engineering and product development at scale.

Japan’s working-age population declined from 87.3 million in 1995 to 73.7 million in 2024 and
is projected to fall to about 66 million by 2040. The fertility rate is
1.2, and 29 percent of the population is aged 65 or above
IT workforce growth has remained below 2 -
percent annually since 2018, while enterprise
digital investment has grown at 8 to 10 percent
per year. Japanese enterprise I'T systems carry
more than USD 400 billion in technical debt.
Japan’s digital trade deficit reached JPY 6.6 trillion
in 2024 and is projected to reach JPY 10 trillion by
2030. Inflation has risen above 3 percent,
increasing wages and operating costs. Japanese
corporations collectively hold more than USD 2
trillion in cash reserves, indicating limited
reinvestment into growth and technology.
Software engineering talent in Japan costs approximately USD 95K to 120K annually
compared with USD 28K to 40K in India, creating a cost differential of 65 to 75 percent.

India’s GCC ecosystem has reached the scale required
to serve as a structural counterpart to Japan's
domestic operating model. GCC revenue has grown
at a CAGR of 9.9 percent since FY2021. Between
65 and 70 percent of new GCCs include Al or data
science mandates. Operating cost reduction of
up to 40 percent is achievable through GCC
deployment. Despite this scale, Japanese
enterprises operate only about 80 to 90 dedicated
GCCs in India, representing roughly 3 percent of the
ecosystem and indicating significant
underrepresentation.

Monozukuri remains the anchor of this model. In Japan, it governs quality standards,
compliance, and process discipline. In India, it is institutionalized through engineering
quality frameworks, defect management protocols, and structured knowledge transfer. The
dual-speed model is not a cost reduction program. It is an operating architecture that
enables Japanese enterprises to hold two imperatives simultaneously: governance precision,
where error costs are high, and development velocity, where iteration costs are low. This
architecture allows Japanese enterprises to preserve governance precision while expanding
development capacity and improving return on technology investment.

A structured Japan-India GCC strategy enables redeployment of corporate cash reserves
into scalable engineering capacity, reduction of operating costs, and acceleration of digital
product development while maintaining Japanese quality standards.



Japanese enterprises face rising structural
pressures, including demographic decline,
labor shortages, inflation, weak GDP growth,
increasing bankruptcies, and high
technology costs.

Legacy systems, technical debt, and
limited digital talent are constraining
enterprise modernization and digital
execution in Japan.

#zdings

Japanese firms remain underrepresented in
India’s GCC ecosystem despite significant
untapped corporate capital for technology
investment.

India offers scalable engineering
and Al talent with 65 to 75
percent lower talent costs and
substantial operating cost
advantages.

A dual-speed Japan-India GCC model
enables enterprises to preserve governance
and quality while accelerating digital
transformation and development capacity.
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1.1

Japanese Enterprise GCC Presence in India

Japanese firms have been slower than their US, European, and UK counterparts to establish
mature GCC operations in India. US-headquartered companies account for about 66 percent
of GCC presence in India, followed by European firms at 20 percent and UK firms at 11
percent, while Japanese enterprises represent only about 3 percent of the ecosystem.

Country-wise GCC Split
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Mm%
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66%
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Those that have established a presence, including Hitachi, Sony, NTT Data, Fujitsu, Rakuten,
and Toyota-affiliated technology entities, followed an incremental model, typically beginning
with IT support and gradually expanding scope. Very few have structured their India operations
as strategic capability centers with autonomous product or Al mandates.

The structural gap between Japanese GCC adoption and global norms is attributable to three
factors: a preference for domestic talent development, language and communication barriers
that complicate remote governance, and organizational structures that historically concentrate
strategic decision-making at the Japan headquarters level.

1.2

Share of Population

Structural Drivers

Demographic Pressure: Japan's working-age population was 74.4 million in 2023 and is
projected to fall below 66 million by 2040, a decline of 9.2 million. Fertility remains near
1.2. The population aged 65 and above exceeded 29 percent. Digital talent supply is
insufficient. IT workforce growth has remained below 2 percent annually since 2018,
while digital investment has grown at 8 to 10 percent.

Japan's transition toward an inverted demographic, where the elderly population is
projected to nearly triple to 40% by 2045 as the workforce steadily declines toward 50%.

Japan's Rapidly Aging Population
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https://www.stlouisfed.org/on-the-economy/2025/apr/what-is-behind-japan-high-government-debt

Digital Transformation Requirements:

Japan’s digital transformation framework mandates migration from legacy systems, adoption
of cloud architectures, and use of Al in core operations. Compliance is required in regulated
sectors. Execution demand exceeds domestic capacity. Enterprise IT systems carry over

USD 400 billion in technical debt.

Cost and Capability Arbitrage:

Senior software engineer costs in Tokyo range from USD 95,000 to 120,000. In India, the
cost ranges from USD 28,000 to 40,000, a difference of 65 to 75 percent. India produces
about 1.5 million engineering graduates annually, with increasing participation in digital

roles.
Cost Arbitrage
Senior Software Engineer Salaries—India vs Tokyo
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Average Salary $34,000 $107,500
Salary Range $28,000 — $40,000 $95,000 — $120,000

Cost Multiplier 1x (baseline)

~3.2x more expensive

Operational Efficiency and Delivery Acceleration:

India Global Capability Centers deliver measurable outcomes, including approximately 60-70

percent operating cost reduction and 20-40 percent faster delivery cycles.

Impact of India GCCs on
Japanese Enterprises

Operational Speed Increase

Operating Cost Reduction
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1.5

Macroeconomic and Industrial Economic
Impacts in Japan

High Public Debt and Fiscal Pressure:

Japan’s public debt remains extremely elevated at around 240-250% of GDP, with only
modest stabilization expected toward ~235% by 2026. Such sustained debt levels increase
fiscal pressure and constrain government spending on industrial development.

Fiscal Outlook 2019-2033

Widening deficit with higher burden of interest payments

Japan’s fiscal deficit widened sharply in 2020 and improved gradually until 2023. Projections
show the gap widening again from 2026 onward as interest payments increase. The primary
balance remains more stable, but rising debt servicing costs are expected to put pressure on

High debt servicing cost

the overall fiscal balance in Japan. could widen the gap
O —— == —— —p

Government debt is projected to decline slightly until the late 2020s and then increase again
after 2029. The trend indicates continued fiscal pressure and rising debt levels over the long
term in Japan.

Japan: Government Debt & Interest Payments
Gross General Government Debt as % of GDP | Interestas%ofRevenue | 2000-2024
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Debt Levels are Expected to Rise After 2029
GGG Debt Levels as % of GDP | (P) = Projected
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Low GDP Growth:

Real GDP growth in Japan remains modest. Growth is around 1 percent in 2024, increases
slightly in 2025, and is projected to stay near 1 percent through the early 2030s. The chart
also shows inflation stabilizing close to 2 percent, indicating moderate and steady economic
expansion.

Growth momentum expected to be moderate
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Rising Input Costs and Inflation:

Inflation in Japan increased sharply after 2021, moving above the 2 percent target during
2022 and 2023. Import prices also rose significantly during the same period. Inflation
moderates slightly afterward but remains near the target, indicating continued input cost
pressure on businesses.


https://www.careedgeglobal.com/upload/RatingReportPDF/Is%20Japan%E2%80%99s%20Fiscal%20Trajectory%20Reaching%20an%20Inflection%20Point.pdf
https://www.careedgeglobal.com/upload/RatingReportPDF/Is%20Japan%E2%80%99s%20Fiscal%20Trajectory%20Reaching%20an%20Inflection%20Point.pdf

Inflation remains stubborn for Japan Corporate Bankruptcies & Total Liabilities in Japan
CPI(y-0-y%)vsImportPricelndex | Jan2019—Jul2025
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Weak External Demand and Export Slowdown:

Source: Careedge Global Exports have shown periods of contraction, with global demand remaining uncertain. Japan’s

economy remains dependent on external demand, which affects industrial production during

Increasing Business Failures:
global slowdowns.

Corporate stress is rising as bankruptcies in Japan show a long-term decline from

early 2000s peaks but have started rising again in recent years. The latest data Monetary Policy Shift and Interest Rates:
indicates 10,425 bankruptcies in 2025, reflecting renewed pressure from higher The interest growth differential in Japan remains negative but is projected to narrow
operating costs and weak demand. gradually through the early 2030s. This reflects rising interest rates and moderating growth,

which increases borrowing costs and affects investment activity.
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Labor Market Tightness and Wage Pressure:

Unemployment remains low at around 2.5 percent in 2024 and expected near 2.3
percent by 2026. Tight labor markets increase wage costs for firms, raising overall
production costs.

Demographic Pressure on Productivity and Demand:

Population decline reduces consumption demand and workforce availability. Japan’s
economic structure is affected by long-term demographic decline, leading to lower
productivity growth and reduced industrial output.
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A dual-speed operating model is an organizational architecture in which an enterprise d [ d
deliberately operates two structurally distinct functional layers with different governance Beyon LI near MO els

mechanisms, velocity targets, risk tolerances, and success metrics—while maintaining the THE CASE FOR DUAL-SPEED ENTERPRISE ARCHITECTURE

integration necessary to function as a single coherent enterprise.

A dual-speed operating model enables one enterprise to run two distinct operational
modes-a stability-focused core and an adaptability-focused acceleration layer-while staying
The model does not describe two separate companies or business units. It describes two fully integrated.

operational modes within one enterprise: a core layer that governs with stability and an

acceleration layer that moves with adaptability. The relationship between these layers is S — O ——
governed rather than casual—it requires defined interfaces, shared data architecture, and
explicit accountability structures. Operational continuity & compliance Dlglltal transformatlon & Al
PURPOSE Rapid product iteration
Two Di Stin ct La ers Process-driven, approval-gated Outcome-driven, sprint-based
y GOVERNANCE Tolerance for controlled iteration

Japanese firms have been slower than their US, European, and UK

Low — errors carry systemic impact Moderate — failure is expected
counterparts to establish mature GCC operations in India. US- RISK Managed at product stage
headquartered companies account for about 66 percent of GCC presence
in India, followed by European firms at 20 percent and UK firms at 11 Deliberate & consensus-driven Rapid — delegated authority

. . VELOCITY Within defined parameters
percent, while Japanese enterprises represent only about 3 percent of the
ecosystem. ERP, MES, legacy systems Cloud-native, API-first, ML-enabled
| | TECHNOLOGY Innovation-optimized stack
Japan HQ & regional ops centers India GCC
LOCATION Global collaboration hooks
Reliability & compliance rate Deployment speed & Al accuracy
SUCCESS Feature adoption, time-to-insight

INTEGRATION THAT CONNECTS, NOT CONSTRAINS

- = ¢
DATA = INTERFACES COMPLIANCE gf_;} ALIGNMENT @ @
Shared Architecture Defined APIs Unified Governance Goals & Metrics Transparency

One Enterprise. Two Speeds. Shared Purpose. Different Modes. @®
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2.2RELEVANCE FOR

Japanese enterprises are distinguished by their organizational coherence, long-term orientation, and
commitment to process discipline. These attributes create strength in the core layer. They also create
institutional friction when applied uniformly to innovation activities, where speed and iteration are
necessary operating conditions.

The dual-speed model does not ask Japanese enterprises to abandon their governance culture. It asks them
to contain it and to apply full rigor where the cost of error is high and to allow managed experimentation
where the iteration cost is low. For firms shaped by kaizen, ringi-sho decision processes, and quality
doctrine, this requires an explicit architectural decision rather than an organic cultural evolution.

The India GCC provides a structural solution: a geographically and organizationally distinct locus for
acceleration-layer activities, staffed with professionals who operate natively in agile and product-centric
models, governed by a framework that the Japan core designs but does not have to execute.
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3." Monozukuri: Definition and Core Principles

Monozukuri ("the art and science of making things") is the operational philosophy
underpinning Japanese manufacturing excellence. It includes production methods, process
control, and decision-making that support consistent output. The concept is linked to
shokunin values such as attention to detail, skill development, and long-term practice.

PRINCIPLE OPERATIONAL EXPRESSION

Zero tolerance for avoidable defects; measurement and

Precision (Seimitsu . .
( ) documentation at every production stage.

Continuous
Improvement (Kaizen)

Systematic, incremental optimization of processes, not
reliance on periodic overhauls.

Embedding quality checks directly into the process so defects

Autonomation (Jidoka
( ) are caught at source, not downstream.

Direct Observation
(Genchi Genbutsu)

Problem-solving grounded in direct observation of the actual
process, not abstracted reporting.

Long-term orientation
(Choki shikou)

Design and process decisions optimized for durability and
reliability, not short-cycle cost minimization.

3.2

3.5

3.4

Monozukuri within the Slow Core (Stability Layer)

Monozukuri principles are directly applicable to, and naturally aligned with, the slow core's
operational requirements. The core layer focuses on reliability, compliance, and consistent
quality. These principles guide process documentation, quality measurement, issue
escalation, and continuous improvement. In this context, the principles function as a
governance architecture, defining how processes are documented, how quality is measured,
how problems are escalated, and how improvements are incorporated.

For Japanese enterprises with established monozukuri practices, the slow core layer reflects
existing operating methods. The dual-speed model keeps this layer separate from faster
digital work to maintain consistency and control.

Digital Monozukuri

Digital Monozukuri applies the principles of precision, measurement, and continuous
improvement to digital engineering processes. The translation is direct: just as physical
manufacturing employs jigs, quality checkpoints, and process documentation, digital
production employs automated testing frameworks, code quality gates, CI/CD pipeline
standards, and rigorous documentation protocols.

In practice, digital monozukuri at an Indian GCC means zero-defect deployment targets
enforced through automated test coverage requirements; documented runbooks for every
production process; root-cause analysis as a mandatory artifact for every incident above a
defined severity threshold; and continuous engineering retrospectives structured around
measurable improvement metrics rather than subjective feedback.

Agile Monozukuri

Agile Monozukuri integrates Monozukuri quality standards into agile development practices.
Teams deliver work in short cycles while applying defined quality criteria to each deliverable.
Definition-of-done criteria serve as a quality checkpoint. Sprint reviews support continuous
improvement. Teams operate with rapid delivery cycles while maintaining established quality
standards.



JAPAN x INDIA

Integrating Monozukuri Philosophy

into Indian Global Capability Centers (GCCs)

Adapting Japanese Excellence for Global Delivery

3.5 scaling Monozukuri Through o e O (&)

o Culture & Operational Global Technology & Key
I nd ia GCCS Talent Excellence Collaboration Innovation Outcomes
India GCCs support the extension of Monozukuri
beyond domestic operations. Quality standards, @ Culture & Talent @ Operations & Process @ Global Collaboration @ Technology & Innovation
process documentation, and improvement methods
are formally documented and transferred to GCC Shokunin Values Standardized Workflows Genchi Genbutsu Modernizing with loT & Al
teams. This requires structured knowledge transfer Instill attention to detail, Defined processes, refined Direct observationthrough digital Apply smart toolsforreal-timequality
through playbooks, quality frameworks, and craftsmanship pride, and continuous procedures and measurement tools, virtual site visits and real-world control and operational efficiency at
. . skill development in every team systems to ensure consistent quality. Ikth hs. )
measurable process standards. Organizations that ombor e scale
have completed this transfer report comparable ) ) ) ) ) ) .
. . Kaizen Mindset Jidoka (Automation) Long-Term Partnerships Data-Driven Decisions
quality outcomes across locations. _ _ . o , o _ _
Builda culture of incremental Automaticallydetect defects at the Prioritizesustainablerelationships Use analyticsand algorithms to
improvements and continuous source in software, data, and and growth over short-term guide continuous improvements and
learning across all processes. operations. transactional gains. strategic choices.

KEY OUTCOMES FOR GCCs

Improved Quality Higher Faster Time-To- Enhanced Global
v & Reliability ‘||| Productivity Market Reputation

MONOZUKURI - INDIAN GCCs - GLOBAL DELIVERY




INDIA GCCS REDEFINED FROM EXECUTION ENGINES TO STRATEGIC
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4.1

India’s Capability Profile

India's GCC talent base has undergone a material capability upgrade since 2020. The
skill concentration has shifted from IT maintenance and BPO toward specialized
engineering disciplines. As of 2026, the leading capability categories within India's
GCCs include

e Al/ML engineering and data science have approximately 280,000 professionals
across GCCs.

e Cloud architecture and DevSecOps have approximately 350,000 professionals.

o Embedded systems and IoT engineering have approximately 120,000 professionals,
growing at 18% annually.

e Product management and UX design have approximately 95,000 professionals.

e Cybersecurity and GRC have approximately 110,000 professionals.

GCC Talent Distribution by Skill Area

Number of professionals across key technology skill areas

350,000

280,000

Professio

nber of

120,000

. )

Embedded Product

112,000

Cybersecurity
DevSecOps & loT & UX & GRC

Al ML & Cloud &
Data Science

Skl Area

4.2

Shift from Service Delivery to Product
Ownership

The most significant structural change in the India GCC model between 2020 and
2026 is the transition from service delivery to product ownership. In the service
delivery model, the GCC executes against specifications provided by the
headquarters. In the product ownership model, the GCC holds P&L accountability for
specific products, platforms, or technology domains by setting roadmaps, managing
stakeholders, and making build-vs.-buy decisions autonomously within a defined
mandate.

Approximately 34% of GCCs established after 2022 are structured as product-owning
entities from inception. A further 29% of existing GCCs have transitioned at least one
product line from service delivery to product ownership since 2021. For Japanese
enterprises, this shift is relevant because the product ownership model unlocks
capabilities such as speed of iteration, accountability, and technical leadership
capabilities that the service delivery model structurally suppresses.

This transition toward product ownership is particularly significant for Global
Capability Centers (GCCs) in India, as it represents a fundamental evolution in their
operational maturity. By moving away from merely executing headquarters-driven
specifications, GCCs are gaining autonomy to manage their own roadmaps and P&L
accountability. For Japanese enterprises, this strategic shift is increasingly vital
because it enables them to leverage enhanced speed of iteration, greater
accountability, and superior technical leadership capabilities that are often inherently
limited within a traditional service delivery framework.



EE3 SHIFT FROM SERVICE DELIVERY TO PRODUCT OWNERSHIP

The India GCC model is evolving from executing defined tasks to owning outcomes. The shift unlocks speed, accountability,
and technical leadership for Japanese enterprises

SERVICE DELIVERY MODEL
Execute as Directed

GCC executes against specifications provided
by headquarters

O( FOCUS

Execute tasks and processes

= DECISION AUTHORITY

Headquarters defines requirements and
makes decisions

2% ACCOUNTABILITY
Service levels and delivery metrics

fx VALUE CREATED
Operational efficiency and cost optimization

TYPICAL MANDATE
Development,testing, support, maintenance

X

Stronger
R Faster time to [ )
{ ] &
market

ownhnership

FROM EXECUTING TASKS TO OWNING OUTCOMES

PRODUCT OWNERSHIP MODEL

Own, Decide, Deliver Outcomes

GCC owns P&L for products, platforms, or technology
domains

0, FOCUS
(4
Ownoutcomes, roadmap, and customer value

= DECISION AUTHORITY

= (GCCmakes decisionswithin defined mandate
— build vs. buy, prioritization, partnerships

¥ ACCOUNTABILITY
P&L impact, product performance, stakeholder
satisfaction

4 VALUE CREATED
Innovation, speed of iteration, customer impact

E:’ TYPICAL MANDATE
~'  Product mMmanagement, roadmap, platform
engineering, go-to-market collaboration

34%

of GCCs established after
2022 are product-
owning entities from
inception

|29%

of existing GCCs have
transitioned at least
one product line
from service delivery
to product
ownership since 2021

J

WHY THE SHIFT MATTERS FOR JAPANESE ENTERPRISES

accountability and

N

; Higher innovation
= and differentiation

FROM COST CENTER TO VALUE CREATOR |

Better stakeholder
alignment

Product
ownership
unlocks speed,
accountability,
and technical
leadership-
capabilities that
the service
delivery model
structurally
suppresses.

Improved P&L

impact and business

value

FROM SUPPORT FUNCTION TO STRATEGIC PARTNER.



4. 3 Scale Advantages

India GCCs provide three categories of scale advantage that are difficult to replicate
through domestic talent strategies:

Volume

The ability to build teams of 200-2,000
engineers in a single location within 18-24
months, at costs that do not require board-
level capital approval.

Volume & Rapid Scaling

GCCs possess the operational agility to
construct large engineering teams ranging
from 200 to 2,000 personnel in a single
location within a short window of 18-24
months. This rapid expansion is facilitated by
cost structures that often bypass the need for
intensive  board-level capital approval,
allowing for swifter organizational growth.

Specialization depth

Access to cohorts of engineers with domain-
specific credentials (automotive embedded
systems, financial risk modeling, and
manufacturing IoT) in volumes that do not
exist in Japan's current talent market.

Specialization depth

These centers provide access to deep pools of
engineers possessing highly specific domain
expertise. This includes specialized cohorts
skilled in areas such as automotive embedded
systems, financial risk modeling, and
manufacturing IoT—talent volumes that are
currently unavailable within the constraints of
the Japanese domestic market.

Reconfigurability

The ability to reallocate resources across
projects, absorb technology pivots, and scale
specific capability areas without the rigidity of
permanent headcount structures that
characterize Japan's employment culture.

India-based Global Capability Centers (GCCs) offer distinct structural and strategic advantages that are particularly challenging to
mirror within domestic talent frameworks. These advantages can be categorized into three primary pillars:

Reconfigurability

GCCs offer a high degree of (flexibility,
enabling companies to reallocate human
resources across various projects and
effectively absorb sudden technology pivots.
This model allows organizations to scale
specific capability areas dynamically, avoiding
the operational rigidity associated with the
permanent headcount structures common in
Japanese employment culture.
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The framework presented below defines three structural layers, each with a distinct mandate, governance approach, and interaction model. The
framework is designed to be sector-agnostic at the architectural level while accommodating sector-specific customization at the execution level.

5." Three Layer Architecture

— Layer A: Core Layer (Japan HQ)

— Layer B: Acceleration Layer (India GCC)

DIMENSION SPECIFICATION

DIMENSION SPECIFICATION

Mandate

Ownership of enterprise strategy, quality doctrine,
compliance frameworks, and customer relationships.

Functions retained

Corporate governance, regulatory compliance, product
strategy approval, Tier-1 customer management, Monozukuri
standards authority.

Technology role

Define technology architecture standards, own core ERP,
MES, and compliance systems, and set integration API
contracts.

Decision rights

Final authority on standards, strategy, and investment above
defined thresholds; delegated authority to GCC within
approved frameworks.

Interaction frequency

Monthly strategic review; quarterly operating review; real-
time data access via integration layer.

Mandate

Execute digital transformation, Al development, product
engineering, and data analytics at speed and scale

Functions owned

Product development, Al /ML engineering, cloud operations,
digital platform management, DevSecOps

Technology role

Build and operate cloud-native platforms, develop Al models
within Japan-defined ethical and quality guardrails, and own
CI/CD infrastructure

Decision rights

Autonomous decisions within sprint scope; escalation
required for architecture changes, third-party integrations
above defined complexity, and customer-facing feature
releases

Quality commitment

Monozukuri-aligned QA framework; zero-defect release
policy; mandatory root-cause analysis for severity-1 incidents




— Layer C: Integration Layer (Data, Governance, Workflows)

DIMENSION SPECIFICATION

Maintain coherence between core and acceleration layers;

Mandate . -
prevent value leakage from organizational friction.
Shared data platform; API governance layer; unified identity
Components and access management; cross-layer OKR tracking; change
management office
Joint architecture review board; data sovereignty protocols;
Governance . . . -,
. real-time operations dashboard accessible to Japan HQ; joint
mechanisms

incident response protocol.

Reporting structure

GCC leadership reports to a designated integration executive
at Japan HQ); integration layer KPIs are reviewed at a monthly
operating cadence.
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6.1 Activity-Based vs. Outcome-Based Governance

The governance model applied to each layer must match the nature of the work. Activity-based governance, which includes measuring inputs, time, and process adherence, is appropriate for
the core layer, where process consistency is the primary value. Outcome-based governance, including measuring results, impact, and value delivered, is appropriate for the acceleration layer,
where process flexibility is necessary for velocity.

Japanese enterprises typically apply activity-based governance uniformly. In a dual-speed model, this approach applied to the acceleration layer suppresses the speed advantage that the GCC
structure is designed to deliver. The governance architecture must be deliberately differentiated.

GOVERNANCE DIMENSION ACTIVITY-BASED OUTCOME-BASED

Primary measure Process adherence, defect rate, SLA compliance Product velocity, deployment frequency, business impact

Review cadence Weekly process audits; monthly quality review Sprint-level delivery review; monthly OKR check-in

Escalation trigger Process deviation, compliance breach, quality below threshold OKR trajectory below 70% confidence; architectural risk flag
Accountability unit Function / process owner Product / squad lead

Documentation standard Full Monozukuri process documentation; audit-ready artifacts gggi?tniiizrrg:ntation; ADRs (Architecture Decision Records); incident




OPERATIONAL
EXCELLENCE &
RELIABILITY

SYSTEM AVAILABILITY

Target: 99.95% for Critical
Operational Systems.

MEAN TIME TO
RESTORE (MTTR)

Target: < 2 hours for Severity-1
Incidents.

DEPLOYMENT FREQUENCY

Min Biweekly Production

Deployments per Product Team.

ENGINEERING VELOCITY

Sprint Velocity within +15%
Variance Quarter-on-Quarter.

6.2 KPI Framework

Performance Metrics and Targets

QUALITY & COMPLIANCE

PROCESS DEFECT RATE

Below 0.1% on
Monozukuri-Governed Processes.

COMPLIANCE ADHERENCE

100% on Regulatory Obligations;
Zero Material Audit Findings.

CHANGE MANAGEMENT CYCLE
TIME

Reduction of 10% Year-on-Year
via Kaizen Application.

KNOWLEDGE & DEBT
MANAGEMENT

KNOWLEDGE TRANSFER
COMPLETION

95% of GCC-Bound Monozukuri

Protocols Documented & Validated
within 12 Months of GCC

Activation.

TECHNICAL DEBT RATIO

Below 20% of Total Sprint
Capacity for Debt Remediation.

PRODUCT & Al
PERFORMANCE

FEATURE ADOPTION RATE

60% of Released Features
Achieving Target Adoption within

90 Days.

Al MODEL ACCURACY

Sector-Specific Thresholds
Defined at Product Charter Stage.




System availability: Target 99.95% for critical operational systems.

Process defect rate: Below 0.1% on Monozukuri-governed processes.

Compliance adherence: 100% on regulatory obligations; zero material findings in audits.
Change management cycle time: Reduction of 10% year-on-year through kaizen
application.

Knowledge transfer completion: 95% of GCC-bound Monozukuri protocols
documented and validated within 12 months of GCC activation.

Deployment frequency: Minimum biweekly production deployments per product team.
Mean time to restore (MTTR): Under 2 hours for severity-1 incidents.

Al model accuracy: Sector-specific thresholds are defined at the product charter stage.
Feature adoption rate: 60% of released features achieving target adoption within 90
days.

Engineering velocity: Sprint velocity maintained within 15% variance quarter-on-
quarter.

Technical debt ratio: Below 20% of total sprint capacity allocated to debt remediation.

6.3 Role of Monozukuri in Governance
Standardization

Monozukuri functions as the quality constitution of the operating model. It
defines the non-negotiable standards that apply across both models,
regardless of governance mode. This includes defect classification
taxonomy, root-cause analysis protocol, documentation standards, and
continuous improvement tracking methodology.

By codifying Monozukuri as a cross-layer standard rather than a Japan-only
operational philosophy, the firm ensures that GCC outputs are evaluated
against the same quality baseline as domestic outputs — while permitting
the GCC to operate with a different process velocity and governance
structure.

Japan HQ Standards

"

MONOZUKURI GOVERNANCE LAYER

Quality
Control

P
©

Process
Control

"

GCC Operations

"

CONSISTENT GLOBAL

QUALITY OUTCOMES

Governance
Compliance
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7.1 Japan-India Work Culture Comparison

DIMENSION

JAPAN (HQ CULTURE)

INDIA (GCC CULTURE)

Decision-making

Consensus-driven (nemawashi, ringi-sho); multi-level approval

Delegated within scope; individual ownership expected at team-lead level

Hierarchy

Respected and maintained, seniority governs communication protocols

Acknowledged but permeable; meritocratic advancement expected

Risk orientation

Conservative; emphasis on avoiding failure over speed of success

Calculated risk acceptance; iteration-and-learn orientation

Communication style

Implicit, high-context meaning communicated through context and
relationship

Explicit, low-context; directness valued for operational clarity

Feedback orientation

Indirect, negative feedback rarely delivered publicly or directly

Structured performance feedback expected through formal review cycles

Long-term vs short-term

Multi-decade institutional orientation; career loyalty valued

3-5 year professional cycles common; mobility is standard

These cultural differences are not defects in either system — they reflect distinct organizational traditions that have produced distinct forms of excellence. The challenge in a dual-speed
model is not to homogenize cultures but to define the interaction points where cultural difference creates friction and to engineer specific mechanisms to manage those points.




7.2

Alignment Mechanisms

Leadership Exchange Programs

Rotating senior GCC leads to Japan for 90-180 day immersion programs—and Japan
HQ engineers to GCC locations for equivalent periods—creates bilateral
understanding that cannot be replicated through documentation or video
conferencing. Firms that have implemented structured exchange programs (Toyota's
India digital center, Hitachi's GCC leadership rotation) report faster decision cycles at
the interface between layers.

Exchange programs should include embedded team membership (not visitor status),
participation in quality review processes, and a structured debrief that produces
actionable interface recommendations upon return.

Cross-Cultural Training

Training programs should address specific operational friction points rather than
general cultural awareness. Effective programs cover Japan's decision documentation
requirements and how GCC leads should structure inputs to support ringi-sho
processes; implicit communication norms and how to surface misalignment early;
and the cultural significance of quality standards in the Japanese enterprise context.

GCC professionals who understand why Monozukuri standards exist—not merely
what they are—apply them with greater fidelity. This requires investment in cultural
education, not just process documentation.

Knowledge Transfer Frameworks

Structured knowledge transfer should be treated as a capital project with defined
milestones, not as an ongoing informal activity. A 12-month knowledge transfer
program should produce complete Monozukuri process documentation for all GCC-
bound functions, shadow-and-lead certification for GCC engineers on each
transferred process, and a formal handover audit signed off by both Japan HQ and
GCC leadership.

GCC Alignment

GCC alignment is achieved when Japan headquarters and GCC teams operate
through shared governance principles, quality standards, and working practices.
Supported by leadership exchanges, cross-cultural training, and structured
knowledge transfer, alignment fosters a common understanding of Monozukuri
values across locations.

As a result, organizations benefit from faster decision-making, stronger collaboration,
improved knowledge continuity, and consistent application of quality standards. This
creates a unified operating model that enhances governance, operational efficiency,
and the delivery of standardized outcomes across global operations.
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HITACHI

Company Background

Hitachi, Ltd. was established in 1910 and is headquartered in Tokyo, Japan. The
company operates across five major business segments: Digital Systems and Services,
Green Energy and Mobility, Connective Industries, Automotive Systems (through
Hitachi Astemo), and Smart Life. Its consolidated revenue for fiscal year 2024 was JPY
10.0 trillion, with operations spanning more than 50 countries and a global workforce
exceeding 320,000 employees.

Hitachi entered the Indian market in the 1990s through product distribution and
manufacturing partnerships. Its India Global Capability Centre (GCC) was formally
expanded through the consolidation of engineering centers in Bengaluru, Pune, and
Hyderabad. As of 2024, the India GCC employs approximately 13,000 professionals
across software engineering, data analytics, systems integration, embedded systems,
and digital platform development. The GCC supports multiple global business units,
including Lumada (Hitachi's digital platform division), Hitachi Rail, Hitachi Energy,
and Hitachi Astemo.

Key global product lines supported from India include the Lumada IoT and data
platform, railway signaling and control systems, energy grid management solutions,
industrial automation platforms, and digital customer experience services. The India
GCC operates as a delivery and engineering unit closely coordinated with Japan-
based product, quality, and architecture governance teams.

Hitachi: Dual Speed Operating Model

Hitachi structures its global delivery around two distinct operational layers: a Core
Layer based in Japan's HQ responsible for standards, governance, and compliance;
and an Acceleration Layer based in India responsible for digital engineering, platform
development, and sprint-based delivery. The two layers are not independent; they
are connected through defined governance forums, shared toolchains, and regular
reporting cadence.

Core Layer: Japan HQ

Japan HQ retains authority over all functions that directly govern product integrity,
regulatory compliance, and long-term enterprise architecture. The following
functions are managed exclusively at this layer.

* Functional Safety and Compliance

Japan HQ owns safety documentation, FMEA, validation, and regulatory
submissions under IEC 61508, EN 50128, and ISO 26262.

* Quality Governance

Defect density below 0.5 per KLOC. Test coverage above 90 percent. Audits
aligned with ISO 9001 and IATF 16949.

* Supplier and Architecture Control

Supplier approval, certification, software audits, and enterprise architecture
standards are centrally defined.

* Customer Ownership

Japan HQ manages strategic accounts, contracts, and escalation. India GCC
supports delivery only.



Monozukuri governs documentation, quality review, escalation, and

CORE GOVERNANCE STRUCTURE — HITACHI, LTD. JAPAN HQ Improvement processes.
JAPAN HQ: RETAINS CENTRALIZED AUTHORITY All design decisions, change logs, and test records follow version-
controlled, traceable, and auditable formats. Safety-critical systems
FUNCTIONAL SAFETY QUALITY ‘o, SUPPLIER& g CUSTOMER require full requirements to test and release traceability.
N
@ & COMPLIANCE @ GOVERNANCE "@“ ARCHITECTURE CONTROL w OWNERSHIP
Quality metrics are reviewed monthly. Deviations trigger escalation from
KEY RESPONSIBILITIES KEY RESPONSIBILITIES KEY RESPONSIBILITIES KEY RESPONSIBILITIES engineering to program management and then to business unit
@ Owns Safety Documentation @ Defines & Enforces @ Supplier Approval & @ Direct Ownership of ]eadership if unresolved.
@® FMEA Records Quality Standards Component Certification Strategic Accounts
@ Validation Protocols @ Central Customer @ 3rd-Party Software Audit @ Account Governance & ) ) )
- o Kaizen reviews occur quarterly. Defects, customer feedback, and audit
@ Manages Regulatory Submissions Acceptance Criteria Protocols Contract Management ) i ) i ) ) )
@ Approved Tech Stacks, @ Executive Escalation findings are converted into tracked action items with assigned owners
FRAMEWORKS METRICS & AUDITS :
@ API Policies Leadership and deadlines.
@® |EC 61508, EN 50128, @ Defect Density <0.5 per KLOC.
ISO 26262 TestC 90% - . :
e R Acceleration Layer: India GCC

@ ISO 9001 & IATF 16949 Audits.

The India GCC operates with defined decision rights within boundaries set
by Japan HQ. Its primary function is to deliver software engineering,
platform development, and digital product capabilities at scale and speed,
using modern delivery methods compatible with Monozukuri quality

principles.
OPERATIONALIZATION OF MONOZUKURI

(The Art of Making Things) * SDV and ADAS

Structured Documentation - Traceability - Monthly Quality Metric Reviews - Quarterly Kaizen Reviews

Pune teams support SDV platforms, OTA systems, and ADAS features

CENTRALIZED under ISO 26262 compliance.

GOVERNANCE INDIA GCC (GLOBAL CAPABILITY CENTER) 3¢ Cloud and Data

CONMUNICATION & EXECUTION SUPPORT THROUGH DEFINED DELIVERY CHANNELS , o
DIRECTION Bengaluru teams build Lumada data pipelines, edge connectors, and [oT

analytics on Azure and AWS.

* Digital Products

India teams develop portals, mobile apps, middleware, and enterprise APIs.

* DevSecOps

Teams manage code analysis, container security, and CI CD with joint
deployment approval.



GLOBAL DIGITAL CAPABILITY CENTER (GCC) — COLLABORATIVE DEVELOPMENT FLOW

INPUTS &
REQUIREMENTS

INPUTS &
REQUIREMENTS

-

SDV AND ADAS

(Pune Teams)

SDV & ADAS | Pune Teams

® Support SDV platforms
@ Develop OTA systems

o !mplement ADAS features

ISO 26262 Compliance

CLOUD AND DATA

(Bengaluru Teams)

CLOUD & DATA | Bengaluru

@ Build Lumada data pipelines

@ Develop Edge Connectors

o Perform loT analytics

- N

GLOBAL DEPLOYMENT

& PRODUCTION

DIGITAL PRODUCTS

(India Teams)

DIGITAL PRODUCTS | India

o Create Portals
@ Develop Mobile Apps

o Design Middleware

o Build Enterprise APIs

Design
Middleware

Build Enterprise
APIs

DEVSECOPS

(Joint Engineering)

'} ® Automated Code Analysis

e Manage Container Security

o Design CI/CD Pipelines

JOINT DEPLOYMENT
APPROVAL

DEVSECOPS | Global

GLOBAL
DEPLOYMENT &
PRODUCTION




India GCC teams manage sprint planning, task execution, and daily engineering decisions. Non-safety releases are approved by India delivery
managers. Safety-critical releases require Japan HQ gate approval.

Delivery cycles run two weeks for digital work and four weeks for embedded modules. Each cycle produces code, test results, defect logs, and

review records shared with Japan HQ.

Quality alignment is maintained through definition of done checks, shared defect tracking, and India participation in quarterly Kaizen reviews.

Section 3: Integration Layer

The integration layer governs the interaction between Japan HQ and the India GCC. It consists of four components: governance
forums, architecture review, shared data platforms, and reporting cadence.

FORUM / MECHANISM

PARTICIPANTS

FREQUENCY AND PURPOSE

Program Steering Committee

Business unit heads (Japan), GCC delivery directors (India)

Monthly. Reviews delivery progress, budget status, and escalation items.

Architecture Review Board

Chief Architects (Japan), Solution Architects (India)

Bi-weekly. Reviews design proposals, technology decisions, and deviations
from enterprise standards.

Quality Review Meeting

QA Heads (Japan), QA Leads (India)

Monthly. Reviews quality metrics, defect trends, and audit findings.

Kaizen Review

Business Unit Heads (Japan), GCC Leads (India)

Quarterly. Identifies process improvement opportunities and assigns
action items.

Sprint Review Gate

Japan HQ product owners (safety-critical), India delivery leads

Per sprint cycle. Formal acceptance of deliverables before integration into
the main branch.




Shared platforms include an internal ALM system that tracks requirements, testing, defects, and releases. An Azure data lake

consolidates delivery metrics and provides dashboards for Japan HQ.

Architecture decisions are recorded in a central ADR repository. Decisions affecting interoperability, security, or safety require

Architecture Review Board approval.

Reporting runs weekly at the operations level, monthly at the program level, and quarterly at the business unit level.

Outcomes

OUTCOME AREA REPORTED METRIC OR FINDING

Lumada Revenue
Growth

Lumada's annual revenue reached JPY 1.3 trillion in FY2023, representing approximately 13% of
Hitachi total revenue, with India GCC contributing a substantial share of platform engineering
capacity.

Introduction of two-week sprint cycles for digital platform teams reduced average feature

Delivery Speed delivery time by approximately 30% compared to prior waterfall-based delivery cycles reported in
Hitachi's FY2021 investor documentation.
The defect escape rate for India-delivered modules to Japan HQ integration was maintained below
Quality Consistency 0.4 defects per KLOC across digital platform teams in FY2023, within the target threshold defined

by the central QA policy.

Safety Compliance

All Hitachi Astemo software modules delivered from Pune for ADAS applications passed ISO 26262
ASIL-B gate reviews without major non-conformances in the FY2022 and FY2023 audit cycles.

The India GCC headcount grew from approximately 8,000 in 2020 to 13,000 in 2024, reflecting

GCC Workforce Scale . . . . . : . . . .
sustained investment in engineering capacity while maintaining quality governance alignment.
Hitachi's annual reports indicate that GCC-led engineering delivery contributes to a reduction in
Cost Efficiency total cost of ownership for digital and embedded product development, though specific cost

reduction figures are not publicly disclosed at the GCC level.

oh

The Dual Speed model has enabled Hitachi to extend
engineering capacity in India while preserving the
integrity of its safety-critical and compliance-governed
product lines. The structured separation of
responsibilities, supported by defined governance
forums and shared delivery tools, has prevented quality
dilution as delivery volume increased. The Monozukuri
framework provides a common reference for
documentation standards, defect management, and

process improvement that is applied consistently across
the Japan HQ and India GCC teams.

The India GCC contributes directly to global product
delivery across Lumada, Hitachi Astemo, Hitachi Rail,
and Hitachi Energy. The operating model demonstrates
that engineering scale in an offshore GCC and
compliance with Japanese product quality standards are
not mutually exclusive when governance structures are
clearly defined and consistently applied.

ao




THE NEXT

Horizon f

Structural Shifts Shaping GCCs
(2026-2030)




Al-First GCCs

New GCCs are being set up with Al
engineering, data engineering, and Al
operations as core functions. Over 70 percent
of enterprises are expected to adopt formal
model governance by 2028. Al-driven
automation is projected to contribute up to 15
trillion USD to global GDP by 2030.

Shift from project delivery to product
ownership is expected to be largely complete
by 2028. More than 80 percent of enterprises
are moving to product-aligned teams and
lifecycle ownership.

GCC as a Service

Managed GCC providers offer pre-built
infrastructure, governance frameworks, and
talent pools. Setup timelines can be reduced
by 30 to 40 percent and initial capital costs by
up to 35 percent.

Multi-Hub Global Delivery Models

India remains the primary hub while
secondary hubs expand across ASEAN,
Eastern Europe, and Latin America. Over 60
percent of global enterprises are adopting
multi-hub delivery to manage geopolitical
risk.

Global Revenue and

Tier Il and Tier lll City Expansion

Intellectual Property Ownership

GCC leaders are expected to hold profit and
loss responsibility and manage partnerships.
Around 50 percent of mature GCCs already
manage business outcomes and budgets.

Semiconductor and

Hardware Design Growth

India GCCs are expanding in chip design and
embedded systems. The global
semiconductor market is expected to exceed
1 trillion USD by 2030.

Hiring in emerging cities is growing to
manage cost and attrition. Nearly 40 percent
of new GCC jobs in India are projected to be
created outside Tier I cities by 2030.

Global Leadership Pipeline
Development

GCCs are taking ownership of patents and
product roadmaps. Indian GCCs file more
than 7000 patents annually, and the number
is growing at double-digit rates.

University and

Growth continues in automotive software,
robotics, digital twins, medtech engineering,
and industrial engineering. Engineering R and
D spending is projected to reach 2.5 trillion
USD globally by 2030.

Sustainability and ESG Mandates

Senior leaders from GCCs are moving into
global roles. More than 30 percent of GCC
heads now report directly to global CXOs

Startup Ecosystem Integration

Partnerships with universities and startups
are increasing. Over 60 percent of GCCs
actively collaborate with academic and
startup ecosystems.

GCCs support sustainability analytics, carbon
tracking, and supply chain transparency. Over
90 percent of large enterprises have formal
ESG reporting commitments.

Data Sovereignty and Regulatory Engineering

GCC teams are building privacy engineering and data localization capabilities. Global spending on privacy and regulatory technology is expected to exceed 20 billion USD by 2027.




Execution
Frictions

Structural Risks and

Operational Constraints



RISK FACTOR

Cultural misalignment

OPERATIONAL IMPACT

GCC teams operating at a different communication register than Japan
HQ; implicit feedback misread as approval; escalation norms not
calibrated

MITIGATION APPROACH

Structured interface protocols; dedicated bilingual program management;
annual cultural calibration reviews

Governance complexity

Dual governance frameworks creating overhead, compliance
requirements conflicting across layers, and reporting fatigue at GCC
level

Unified integration layer with single reporting dashboard; governance
design authority at integration layer, not duplicated at each layer

Quality vs. speed trade-off

Pressure from Japan HQ to apply full Monozukuri process governance
to acceleration layer activities, reducing GCC velocity to core layer
speeds

Formal dual-governance policy signed at executive level; layer-specific
quality frameworks with explicitly different standards; clear escalation
criteria

Talent retention

GCC professionals with advanced skills are in high demand across the
India market; attrition in specialized roles (Al /ML, embedded systems)
runs at 18-22% annually

Career path transparency within the GCC structure; Japan HQ leadership
exposure; compensation benchmarking against market; technical fellows
program

Knowledge concentration risk

Critical institutional knowledge particularly Monozukuri process
expertise — concentrated in a small number of Japan-based engineers
who are approaching retirement

Accelerated documentation programs; structured knowledge transfer as a
defined capital project; GCC engineers certified as Monozukuri process
owners before Japan-based experts retire

Data sovereignty

Japan-origin customer and production data subject to APPI; cross-
border transfer to India GCC creates compliance exposure without
proper architecture

Data classification framework; pseudonymization protocols for GCC-
accessed datasets; legal review of cross-border transfer mechanisms
under APPI and Indian DPDPA 2023




FROM STRATEGY TO

Implementation Pathways and
Enterprise Roadmap



The following recommendations are structured as a phased implementation roadmap,
organized by time horizon and priority sequence. They are intended for Japanese
enterprises at varying stages of GCC engagement, from those with no India presence to
those with established centers seeking to transition to the dual-speed model.

Recommendation 1
Establish Architecture Before Headcount

The most common error in GCC establishment is hiring at volume before the governance
and integration architecture are defined. Japanese enterprises should complete operating
model design, including layer definitions, decision rights, KPI frameworks, and integration
protocols before GCC hiring exceeds 50 FTEs. Architecture decisions made at 500 FTEs cost
significantly more to reverse than those made at 50 FTEs.

Action Owner Timeline
Commission a CTO / COO with Japan Pre-launch or within 6
90-day operating model HQ mandate. months of existing GCC.

design engagement prior
to GCC launch or
transition.

Recommendation 2
Codify Monozukuri Before Transfer

Monozukuri knowledge that exists in the institutional memory of Japan-based engineers
cannot be transferred to a GCC through informal engagement. It must be codified—in the
form of process playbooks, quality standards documents, defect classification taxonomies,
and kaizen methodology guides—before it can be deployed in a GCC context.

Action Owner Timeline
12-month knowledge Quality function + Begin concurrently with
documentation program Japan HQ engineering GCC design phase;
targeting all GCC-bound leads complete before GCC

Monozukuri processes assumes operational

ownership.

Recommendation 3

Charter the GCC with Product Ownership, Not
Service Delivery

Japanese enterprises that charter India GCCs as service delivery centers receive service
delivery value. Enterprises that charter GCCs with product ownership mandates—defined
P&L scope, roadmap authority, and customer accountability within agreed guardrails—
receive product-level value. The charter decision is made at the beginning and is difficult to
revise without significant reorganization.

Timeline

At GCC formation or
within 18 months for
existing centers.

Owner

CEO / Board-level
strategic decision.

Action

Define GCC product
ownership scope at
charter stage; assign
specific products or
platforms to GCC mandate.

Recommendation 4
Invest in the Integration Layer Proportionally

The integration layer is the least visible and most underfunded element of the dual-speed
model. Enterprises that invest disproportionately in GCC talent and technology without
equivalent investment in the integration layer data platforms, governance coordination, and
cross-layer program management experience value leakage through friction,
miscommunication, and governance inconsistency.

Action Owner Timeline
Allocate 15-20% of CIO + Integration Year 1 of GCC
total GCC investment to Executive. operation.

integration layer
infrastructure and
coordination capacity.



Recommendation 5
Implement Leadership Exchange as a Structural Program

Leadership exchange should be a structured, recurring program with defined cohorts,
timelines, and debrief requirements, not an occasional secondment. A minimum of 5-8
Japan HQ leaders embedded in the GCC annually and 3-5 GCC senior leaders at Japan HQ
represent a workable starting scale for a GCC of 300-500 people.

Action Owner Timeline
Design and resource a CHRO + GCC MD. Operational by Year 2 of
formal leadership GCC.

exchange program with
HR ownership and
executive sponsorship.

Recommendation 6
Design for 2030, Not 2026

The GCC that serves a Japanese enterprise in 2030 will be materially more autonomous, Al-
centric, and product-owning than the GCC of 2026. Operating model design decisions made
today—governance structures, accountability frameworks, and technology architecture—will
either enable or constrain this trajectory. Japanese enterprises should design their
governance for the 2028 state as their target, not the 2026 state as their ceiling.

Action Owner Timeline
Include a mandatory Strategy function + At the design stage
S-year operating model GCC leadership. and biennial review

evolution scenario in thereafter.
GCC design

documentation.

Implementation Roadmap

YEAR 1: FOUNDATION

YEAR 2-3: ACTIVATION

Activate dual governance;

YEAR 4-5: OPTIMIZATION

Transfer product ownership;

Operating Design architecture; define . . move to outcome-based
o L deploy integration layer; o
Model layers; assign decision rights , governance; review autonomy
first OKR cycle
levels
Codify processes; begin Deploy QA framework at GCC-owned Monozukuri
Monozukuri | knowledge documentation GCC; first kaizen cycle from | standards; Digital Monozukuri
program GCC inputs fully embedded
. . . Launch leadership Full leadership exchange
Talent ?;gzs?flﬁtiigleéig;lbegm exchange; establish GCC operational; GCC talent brand
8 technical fellows program established in India market
Deploy integration layer; GCC assumes operational Al-first capability build; cloud-
Technology | establish shared data ownership of acceleration- native platform fully GCC-
platform layer systems owned
Establish joint architecture st annua‘ll'ope':ratmg GCC MD joins Japan HQ
. : model audit; adjust KPI , ;
Governance | review board; define operating committee; full dual-

escalation protocols

frameworks based on Year 1
data

speed governance maturity




Closing|Perspective

Japanese enterprises are operating in an environment shaped by demographic
decline, slow economic expansion, high public debt, rising borrowing costs,
persistent inflation, and tight labor markets. The domestic workforce is shrinking
while demand for digital engineering, data, and platform capabilities continues to
rise. At the same time, technology talent and operating costs in Japan remain
significantly higher than global delivery locations. These conditions create long-term
capacity and cost constraints that limit the pace of digital execution and reduce
flexibility in scaling new initiatives.

India Global Capability Centers provide a practical extension of the operating model
by expanding access to skilled engineering talent at materially lower cost. The cost
difference of about 65 to 75 percent, combined with the scale of annual engineering
graduates, allows Japanese enterprises to increase delivery capacity without
increasing domestic cost pressure. Governance, product ownership, and quality
oversight remain anchored in Japan, while engineering execution, digital
development, and continuous delivery capacity expand in India.

This dual-speed operating model supports stable operations in Japan and scalable
execution capacity in India. It improves cost discipline, strengthens delivery
continuity, and supports long-term competitiveness under sustained economic and
demographic pressure.
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Inductus GCC Service Models

India’s Leading GCC Enabler

BO I (Build-Operate-Transfer)

A structured pathway to establishing your GCC with minimized risk and maximum
efficiency. We build and operationalize your center, ensuring seamless performance
before transferring full ownership to you—equipping your business with a mature,
self-sustaining capability.

C O PO (Company-Owned, Partner-Operated)

Maintain full ownership while leveraging Inductus’ operational expertise. This model
enables you to establish a GCC with absolute control over intellectual assets (IP),
agility, and scalability while we manage day-to-day operations, ensuring zero liability,
compliance, and maximum efficiency.

Additionally, a Zero Capex Model with Digital Twin or a Mirror Like Operational
Structure with superior process excellence.

F L EX I (Adaptive & Custom GCC Solutions)

Beyond predefined structures, Flexi is a bespoke model offering absolute customization
and adaptability.

It molds itself around your unique business prerequisites, evolving seamlessly with your
vision. This isn't just a service—it’s an agile, high-impact partnership crafted to
maximize your success.

Proud recipient of Times Power Icons Award

: . . Inductus ensures that each model is
for being one of the Leading GCC Enabler of India

executed with precision, innovation, and
strategic foresight—helping you unlock the

Presented by full potential of your GCC in India.

Our deep expertise in GCCs, coupled with a
strong network of industry partnerships and
policy-level advisory, positions us as a
trusted partner for driving transformational
outcomes.

Certificate of Excellence’ for Consulting & Advisory Services
by Chicago Open University USA

e +91-92346-92346 @ gcc@inductusgroup.com % www.indcutusgcc.com
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COPO & Digital Twin Integrated
Service Model

A study based proposition to build a global standard GCC mechanism for ‘6

Large & Mid-sized Corporations "In a world full of rapid tech & process disruptions, global corporations
that invest in innovation-led RED don'’t just survive—they lead.
Innovation is the key to staying relevant, cost-competitive, and future-
ready in an ever-evolving marketplace...”

Alouk Kumar - CEO, Inductus
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Inductus GCC’s Digital Twin and COPO (Company-Owned, Partner-
Operated) Service Model creates a seamless, future-ready operational
framework for global businesses setting up GCCs in India. The Digital
Twin Process ensures real-time collaboration, decision-making, and
operational efficiency by replicating physical systems in a virtual
environment, enabling synchronized execution across multiple time
zones. Meanwhile, the COPO Model allows MNCs to retain full ownership
and strategic control while leveraging Inductus’ expertise for execution,
compliance, and scalability.

This hybrid approach optimizes costs, mitigates risks, and accelerates
GCC growth, ensuring innovation-driven operations with minimal
liabilities and maximum efficiency.
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