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THE BUSINESS OF IT

Client Communication

with Outsourcers
Enhanced by Web 2.0

BY ALL ACCOUNTS, OUTSOURCING IS VERY “IN” THESE DAYS.
Peter Fingar, author of the book Extreme Competition, claims it’s the only way

for businesses to survive and compete in today’s global economy. = To begin

with: Is it “outsourcing” or “offshoring”? Forrester senior analyst Dave West defines oft-

shoring as crossing geopolitical bavriers to hive a thivd party
to do work for you. He noted that “outsourcing” doesn’t
necessarily imply a foreign country. Whichever term you
prefer, the objective is to leverage lower human capital
costs and/or a larger talent supply. Today, virtually any
type of work is outsourced: manufacturing, support, de-
velopment, testing, training, and even legal work. In the
software world, the buzz continues for business process
outsourcing (BPO) and all types of application hosting
and customer support.

Out of the Question

Danny Briere, CEO of marketing software provider mBlast
(www.mblast.com), says, “Back in 2000, we lost seven
months and $1 million' trying to work with an outsource

company that had its project management and developers
based in the U.S. There was so much non-coding overhead,
and the path they were going on would have cost us a for-
tune in time and money to get the product to market.”
Briere continues, “We abandoned that work and had
to start from scratch. However, despite this painful experi-
ence, we still needed to find engineering resources that
were competitively priced and could help us develop and
maintain our system efficiently. Now we use 85 develop-
ers in Pakistan, India, and Ukraine and have management
in each area that reports directly to our CTO in the U.S.
We’ve been able to drop our cost of programming by 90
percent or more. This allows us to plan the launch of a new
product this fall that would have likely cost three or four
times more had we not used an outsourcing model.”

Outsourced software development firms communicating with

their clients using current Web-enabled methods of collaboration find

best results; here are some best practices to keep in mind

By ALyssa Dver
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Pioneering Outrage and Outlay
While larger organizations
were already using offshore
resources back in 2000 to
provide support
and application maintenance,
Briere and a handful of other
brave leaders saw offshoring
as a means to cheaply develop
new applications. In hind-
sight, the industry’s processes
were not yet mature enough
to handle the inherent com-
plexities and interdependen-
cies of people, culture, code,
and technology.

Most early offshore soft-
ware development used India-
based resources that were
plentiful and significantly
cheaper than their U.S. coun-
terparts. Despite the well-
educated, English-trained
talent, the thick “foreign”
accents and time zone differ-
ences made communication
between Indian developers
and U.S. clients quite difficult.

The relationships also faced
significant process challenges.
Both sides suffered from a lack of dis-
cipline that neglected the architectural
planning required when building and
scaling any type of software.

Culturally, everything from mis-
matched holiday schedules to mis-
matched expectations regarding ac-
countability and process control led
to seemingly irreconcilable problems.
Projects were too far along by the time
problems were found, and corrections
were costly and sometimes not even
possible, as in the case of mBlast.

Lawsuits abounded, handled by the
type of highly skilled (and therefore

customer

www.softwaremag.com

expensive) attorneys who could under-
stand and explain a lack of functionality
or improper coding practices to non-
technical judicial bodies. Even when
the lawyers won the right for their
clients to break their contracts and re-
coup at least some of the investments
made, the overall results of these out-
sourcing experiences were wasted time
and an abundance of frustration.

One outsourcing provider, emergn
(www.emergn.com), was part of the
British Telecom (BT) initiative to pro-
vide BT the ability to design, deliver,
and configure new services to its cus-

eSpring 2010

tomers and create a single-service re-
pository in order to give a superior
customer experience. At initiation, the
plan was for the project to follow a very
traditional software development life-
cycle—requirements gathering, analy-
sis, design, development, and then on-
going testing and refactoring.

A team of 200, structured in func-
tional silos (e.g., architecture, analysis,
design, development, and test), com-
municated via documents across time
zones and locations, including Ireland,
England (Swindon and Bath), and
Pune and Hyderabad in India. The
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What makes the new models of outsourcing work is

a combination of newer development methodologies
that ensure smallex, discrete units of work that can
be closely managed, monitored, and corrected before
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problems become too large to rectify.

planning for the whole project was
based on these documents.
Unfortunately, very little real com-
munication and collaboration took
place, which made it difficult to pro-
duce meaningful progress and high-
quality deliverables to the given speci-
fications. Consequently, BT was forced
to look for a new way to design, devel-
op, test, and implement the software.

Outmoded Software Development

Luckily, a lot has been learned about
better software development over the
past decade. While engineering manag-
ers were arguing the merits of waterfall-
based versus time-based methodolo-
gies, manufacturing companies looked
to adopt International Organization
for Standardization (ISO) and Lean
standards as well as improve overall se-
curity and compliance. This meant that
IT shops had to develop more formal
processes wherever software was being
built, maintained, or simply supported.

Plus, Web 2.0 brought us many new
collaboration technologies, including
Software as a Service (SaaS), cloud
computing, open source, blogs, wikis,
social media, and an overall perspective
that software is no longer something
that could or should be built behind
closed corporate doors.

The challenge remains to find the
balance between cost, time, and con-
trol in any software development en-
vironment—especially one involving
third-party resources.

New Tools, New Outfitting

In response to this challenge, a very
different model and process are be-
ing embraced using software expertise
in areas such as Eastern Europe and
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South America, and with progressive
groups in India.

Spurred on by the adoption of Ag-
ile methodologies, U.S. Independent
Software Vendors (ISVs) are requir-
ing that their offshore partners par-
ticipate in rigorous processes, such as
daily stand-ups, burn-down charts, and
face-to-face meetings via videoconfer-
encing. This allows the U.S. “client” to
be hands-on even if the work is being
done on the other side of the globe.

Tools such as Skype, instant mes-
saging (IM), wikis, and GoogleDocs
are being used to collaborate in this
virtual, real-time environment. Not
limited to big companies with existing
IT staft, “Outsourcing 2.0” is already a
common way for startup software com-
panies to get rolling with minimal cost
and risk. The tools are mostly free, and
the development resources are cheap
enough to get a quick proof of concept
that can be used to attract first custom-
ers and early investors.

As an example, New Jersey-based
jaccomo (www.jaccomo.com) decided
to use developers in the Ukraine and
Moscow after it hired a U.S.-based
but Ukrainian-born CTO. jaccomo
provides software that helps midsized
financial services companies efficiently
build business processes so they can
manage compliance and other busi-
ness-critical transactions. Because of
the “bet your business” impact for its
clients, jaccomo’s SaaS-based system
requires carefully orchestrated devel-
opment and high-quality results.

jaccomo president Bob McGill says
he saves anywhere from three to five
times the cost for the highly talented
developers he needs, and he hires as his
needs expand. McGill admits that a key
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to his company’s success is the careful
vetting of talent as well as ensuring a
well-managed apprentice program and
maintaining developers who have long-
term experience working with their
specific code and customers.

To further integrate all team mem-
bers, the company follows a docu-
mented software development process
that includes steps for end-user input
and validation, as well as functional and
technical design. jaccomo’s CTO talks
constantly to the developers, and week-
ly team meetings happen via phone or
Skype. The company arranges for in-
person trips two times per year; one
brings the foreign developers to the
United States, and the other takes U.S.
management to Eastern Europe.

Never Qutgrow the Process
For their part, some outsource firms
have developed specialties in particular
levels of the market. For instance, Tal-
entica Software (www.talentica.com), a
software development provider based
in Pune, India, targets small and mid-
sized organizations. As its marketing
literature states, “We specialize in set-
ting up dedicated development teams
for small and medium-sized software
product companies across the USA and
Europe. Talentica provides all its cus-
tomers dedicated teams that are hired
specifically as per their needs, have a
strong sense of ownership about their
products and are comprised of the best
talent available. This ensures that they
(the companies) can conserve cash
while continuing to innovate and build
better products, faster.”

On the other end of the spectrum,

outsourcing giant Cognizant (Www.

cognizant.com) manages 65,000 de-
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velopers and IT professionals on behalf
of many of the Standard & Poor’s 500
companies, managing 5,000 projects
at any given time. Finding shortcom-
ings in the older methods, Cognizant
undertook a companywide initiative to
improve communication between con-
sultants and clients.

“Cognizant 2.0” uses a Web 2.0
platform that enables employees across
its far-flung global delivery network
to share knowledge using blogs and
wikis, and manage projects using con-
sistent tools and process discipline. For
instance, the platform presents just-in-
time templates to actively guide project

management activities. Project metrics
are presented in real time from a con-
figurable user interface that lets manag-
ers monitor status and head off delivery
problems before they occur.

Meanwhile, from the same inter-
face, Cognizant associates can blog,
search for artifacts, and identify ap-
propriate project resources and subject
matter experts to deliver projects with
greater speed, precision, and quality.

And that’s not just for the sake of the
client and prospects. Malcolm Frank,
Cognizant’s senior VP for strategy and
marketing, notes that “employees who
actively blog and share knowledge on
Cognizant 2.0 are seen as three times
more likely to stay with the company
than those who don’t.”

Cognizant also realized that infor-
mation availability isn’t the only an-
swer to ensuring project alignment and
control. To help ease communication
among parties and guarantee client
alignment, it uses a proprietary tech-
nique it calls the “Two-in-a-Box (TIB)
Client Relationship Model.” Cogni-
zant embeds personnel with demon-
strated domain experience in the client
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organization to help drive IT strategy.
A senior manager on Cognizant’s cli-
ent relationship team coordinates oper-
ational requirements and service deliv-
ery from Cognizant’s offshore delivery
units.

Wisdom of Outside Crowds

Another significant outsourcing model
is “crowdsourcing.” As open source
products successfully utilize volunteer
developers and self-service support,
crowdsourcing pays virtual talent using
a consultancy or agency model. To or-
chestrate a “crowdsourced” initiative,
someone or some company plays the

“Outsourcing 2.0” is already a
common way for startup software
companies to get rolling with
minimal cost and risk.

role of agent and project manager to
organize the virtual team on behalf of
a client.

uTest (www.utest.com),
ample, provides top software testers
from around the world that precisely
meet a client’s requirements. “If the
client needs specific types of testing,
such as unit or usability testing, we find
the best possible people to do that. If
they need people in different places to
validate connectivity, language, or mo-
bile variables, we can do that too,” says
Matt Johnston, VP of marketing and
community at uTest.

Founded in August 2008, uTest
draws from a pool of more than 23,000
testers who have been acquired via
word-of-mouth from 163 countries.
Many of its testers are moonlighting
from their regular testing jobs. Being
a uTest consultant allows them to earn
extra money and, perhaps more impor-
tantly, helps them gain valuable profes-
sional skills working on new products,
using new tools, and interacting with
other testers from around the world.

The client company thus benefits
from great talent without the expense

for ex-
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of benefits or administrative overhead.
In the testing world, it is widely known
that there are periods of downtime
spent waiting for code to be done and
ready for testing. uTest clients don’t
pay for that downtime, so overall rates
are cheaper, and they can scale their
testing teams up and down as needed.

uTest acts as the agent to procure the
proper talent, administer payment, and
ensure that all parties are satisfied with
the arrangements. VP Johnston notes
that the key to a successful engagement
lies with uTest’s on-staff project man-
agers, located in the United States and
Europe. They act as the key contact
for the client and make sure that the
projects are well-defined, tracked, and
managed.

Outstanding Practices

Clearly, what makes these new models
of outsourcing succeed is a combina-
tion of newer development methodol-
ogies that ensure smaller, discrete units
of work that can be closely managed,
monitored, and corrected before prob-
lems become too large to rectity.

However, Agile and other time-
based methodologies aren’t the single
solution to efficient outsourcing. Alex-
ei Miller is an executive vice president
at DataArt (www.dataart.com), which
specializes in financial services out-
sourcing. She observes, “What is of-
ten missing is a much deeper change
in thinking about software—the qual-
ity, the adaptability, the process of how
systems evolve together with business
needs, and the timing. To work most
effectively, Agile principles must be
carefully adapted to each particular sit-
uation, and therefore are implemented
much more efficiently when the out-
source provider is very experienced not
only in the principle itself, but also in
the client’s specific domain.”

In almost every success story, do-
mestic management is working inti-
mately with an assigned foreign man-
ager to share detailed software as well
as business plans. Web 2.0 tools and
social networking are being exploited

www.softwaremag.com
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for their seamless sharing of informa-
tion as well as the transparency with
which they convey the competence of
client as well as consultant. And despite
most developers’ preference for work-
ing in isolation, many companies using
outsourcing highly recommend some
weekly, monthly, or at least quarterly
person-to-person interaction to help
build relationships and teams.

Every one of the companies inter-
viewed noted how important it is to
carefully vet new outsource consultants
and to provide adequate training and
ongoing communication opportuni-
ties. And because clients and consul-
tants have more freedom to publicly
air problems with the project—not
to mention abandon the relationship
entirely—both client and consultant
need to stay on their best behavior. As
uTest’s Johnston notes, “In the global
outsourcing economy, for both out-
sourcer and outsourcee, reputation is a
second currency.”

Forrester’s West adds, “Establishing
a close partnership with your outsource
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provider is key—in many cas-
es, even sharing business risk
and reward at an equity level
helps assure that there is a
commitment to develop suc-
cessful software and processes rather
than just the milestone of completed
lines of code.”

Returning to the BT /emergn proj-
ect mentioned earlier: After changing
the organizational structure, delivery
methodology, and the supplier and
contracts, as well as improving atten-
tion to engineering and shrinking the
development team to just under 150
people, the initiative began to perform
at a much higher level. Defects were re-
duced by more than 95 percent, and £8
million were saved to deliver the same
amount of work in the next year. With-
in just eight months, the team was able
to deliver every two-week iteration and
90-day release on time, consistently.

In response to global competition,
India has already pared back its software
development hourly rates to remain
competitive with its Russian, Ukrai-

nian, Argentinian, Mexican,
and other global competi-
tors. In combination with
the lack of U.S. investment
and downturn,

the supply of developers is relatively

economic

high, driving down hourly rates as well-
Some analysts feel that due to the un-
employment rate in the United States,
there is a rich, lasting supply of com-
petitively priced freelance program-
mers located onshore that are available
for outsourcing any and all aspects of
software creation and maintenance. If
you are willing to be disciplined in your
development but open-minded in your
approach, it may be the best possible
time to hire outside development guns
to build your next killer app. S

Alyssa Dver is the author of No Time
Marketing: Small Business-Sized Steps
in 30 Minutes or Less and Software
Product Management Essentials. She can
be veached via www. MintGreenMbty.com

"In a later settlement, mBlast regained 70 per-
cent of that investment.

Buyers Guide: Outsourcing Service Providers

Company Focus Areas Company Focus Areas
Accenture A0, BPO, CCO, FAI, 10, HRO Innominds Software SD, ST
Affiliated Computer Services (ACS) A0, CCO, DDM, FAO, HRO, 10 Intelligroup Inc. AO, 10, ST
Aspire Systems SD, ST IRIS Software A0, DDM, 10, SD, ST
Binary Spectrum SD, ST Keane Inc. A0, BPO, DDM, FAO, HRO, 10, SD, ST
bitHeads, Inc. SD Logica A0, BPO, 10
Blue Star Infotech SD, ST Ness Technologies BPO, 10, SD
BPO Management Services BPO, ECM, HRO, 10 Pramati Technologies SD

Capgemini A0, BPO, 10, SD, ST Prelude Systems Inc. CCo, 10, SD

CGlI Group A0, BPO, 10 Proteans Software Solutions SD, ST
Cognizant A0, BPO, 10, SD, ST Rose International HRO, SD
Compuware AO SaM Solutions SD, ST
Computer Sciences Corp. (CSC) A0, BPO, 10 Sonata Software A0, 10, SD, ST
DataArt SD Syntel AO, BPO, 10, ST
emergn SD Talentica Software SD

EPAM Systems SD, ST Trianz Inc. BPO, SD

HCL Technologies ECM, 10, SD Unisys A0, DDM, 10
Headstrong Corp. A0, BPO, FAQ uTest ST

HP Enterprise Services A0, BPO, I0 Wipro BPO, 10, SD, ST
IBA Group SD Xoriant Corp. SD, ST

iMeta Technologies SD YASH Technologies A0, ECM, 10, SD

Key to Focus Areas

AO Application Outsourcing
BPO Business Process Outsourcing
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CCO Customer Contact Outsourcing

DDM Document and Data Management
ECM Enterprise Content Management
FAO Finance and Accounting Outsourcing
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HRO Human Resources Outsourcing
10 Infrastructure Outsourcing
SD  Software Development

ST  Software Testing
Bold = sponsor
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