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NAVIGATING THE ROAD TO
OUTSOURCING AND OFFSHORING

It's not uncommon for some of the most forward thinking and agile businesses
to make an offshore play and move parts of their business overseas in a bid to
reap the rewards associated with this, including scale, efficiency and savings, not
to mention accessing a fresh pool of talent at a fraction of the price you would
pay closer to home.

UK deep tech investment was up 17% last year, the highest rate of growth
anywhere in the world. This is being driven by a wide portfolio of organisations
from global corporations, small businesses, and minor startups. 37% of small
businesses currently outsource at least one of their business processes but,
unsurprisingly, it's businesses with more than 50 employees which are 66% more
likely to outsource their business processes.

Outsourcing is an area which looks to have a strong future. In fact, Grand View
Research expects a compounded annual growth rate of 8% in the period
between 2020 and 2027.

Outsourcing and offshoring can quickly increase your output, improve your
technical skills and expertise as well as expanding your business capability with
limited associated costs. In the past, a key barrier or objection was geography;
with companies wanting their teams all in the one place, but thanks to COVID-19,
the world got a whole lot smaller; location and where you hang your hat is
becoming increasingly irrelevant.

Whilst these benefits on their own can be the catalyst in your decision making
process, it's useful to understand some of the risks involved and what you can

do to mitigate these and maximise the opportunity. Let's take a deep dive to
explore....
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Whilst we won't deny the fact offshoring can lower your costs, we want to
highlight it can in fact go a step further and have a more positive impact on your
profit margin.

£11.50/hr p» 350m

The hourly rate you can
negotiate for an in-house speaking people in India is
developer in India versus more than the US and UK
£60.50/hr in the UK combined

The number of English-
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120,000 P 62%

With about 62% of the IT
workforce having more than
four years of experience and
and over 70% having an
engineering degree, there
is no dearth in talent

The estimated number of
trained IT professionals in
India added to the talent
pool every year
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INVISIBLE ECONOMY
A TRUE CHALLENGER

PASSING THROUGH SECURITY

Traditional outsourcing has remained under-challenged for some time but we
are seeing the invisible / gig economy becoming more influential in the world of
tech development.

This sector of the market is a great place to start if you're looking for a proof
of concept or a one-off project. Application development is one of the most
frequently outsourced IT functions, with more than 60% of tech companies
outsourcing at least a part of their application development.

What these challengers have been great at is driving down cost and helping
small to mid-corps accelerate their development time. But this isn't scalable,
which is a threat to both sides of the market.

Whilst independents / freelancers are great at taking on key tech projects,
especially app development, you might quickly become unstuck with any larger
tech projects due to issues around security of data and compliance.
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LOCATION, LOCATION, LOCATION

India has long been viewed as a safe haven for offshore departments, with
Bangalore acquiring the accolade of being the Silicon Valley of India. It's a

great destination for an IT outsourcing location and offers an unbeatable

value proposition. Though many other international markets offer outsourcing
opportunities, most still can't compete with India’s IT infrastructure and talent pool

India has the biggest network of talented developers and this, coupled with the fact
CPD and learning is in their DNA, IT professionals always have the most relevant
skills. In fact, India graduates more than one million engineers each year and a good
proportion of these are in software engineering.

We are huge fans of India as a destination for offshoring. In fact, we have our own
offshore team there. But, there are other great outsourcing destinations that are
capable of developing fit-for-purpose offshore teams. Eastern Europe has become a
great location for outsourcing (nearshoring) and benefits from a more aligned time
zone to the UK. Israel, Vietnam and Latin America have also developed excellent
capability but remain dwarfed by India's scale and depth of expertise.

And just as important, our Indian peers are the most fluent in English, which is a

key consideration. Effective commmunication is quite often going to make or break
your offshore partnerships and if you can’'t understand / commmunicate effectively it's
never going to work. This is an area in which some of the more immature markets,
such as Vietnam, fall down.
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WHAT TIME?

When setting up an overseas office a crucial consideration is time zones. It can
be difficult to maintain working practices if teams need to wait 6-12 hours for
in-house, permanent teams to return to the office and vice versa.

GETTING INTO BED TOGETHER

So you've found what seems like a great partner, in the right market, with the
right systems and security measures in place and the time zone works for you
too. So now what?

It's important you look at setting up the right commercial agreement and again,
like many things in the outsourcing industry, these have evolved dramatically
over the past few years. The most forward-thinking companies and those
winning in the world of outsourcing are setting up agreements that prioritise
value over price. Also, be mindful of cost traps with time and material contracts
versus fixed cost agreements. It's important to set up the right agreement for
you in the long term.
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WHAT TO EXPECT WHEN THE
HONEYMOON PERIOD WEARS OFF

If you've made the decision to offshore or you've been using an offshore team

for some time it's worth noting there can inevitably be some issues. However, if
managed appropriately they can be minimised and the whole process should be
easy and simple to weave into BAU activity.

There are five simple steps to ensuring quality output and, of course, return on

investment when you leap into the world of offshoring.
3) Talent breeds talent.

1) Here today, gone tomorrow.

4) Open-lines of communication.

2) Great expectations.
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5) Here today, gone tomorrow.

“It is only by being bold that you get anywhere. If you are

a risk-taker, then the art is to protect the downside.”

100> »

Richard Branson

OPEN YOUR MIND

Be open-minded if you go down this route. The fear of the unknown can be
off-putting to many company executives and private equity investors but this
means they will never appreciate the benefits outsourcing can deliver to the
business. We are huge fans of offshore development and have seen first-hand
the transformational effects it can have on businesses.
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Barry is a CTO/CIO accustomed to
working with private equity funds to
deliver ROI through a reduction in the
TCO of IT, Cloud migrations, bespoke
software development and delivering
efficiencies which help SMEs grow into
larger organisations.
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Rohit is an accomplished technology
leader with over 20 years’ of international

experience in managing portfolios of multi-

million dollar technology initiatives for
many Fortune 100 organisations including

Goldman Sachs, Bank of America and NBC.
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Graham is a commercially focused
business leader with over 25 years’ of
business strategy and operational
management experience. He works
with clients to design and build bespoke
Managed Services / Offshore teams,
delivering high value, sustainable and
innovative client-focused solutions.
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