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1 Outsourcing Models

Definition: Performing (some of) the work related to a project using staff members not employed by the acquiring organisation, possibly on-site with the acquirer, perhaps off-site, in the same or another country.

Difference between this and consultancy: you’re still running the project, no negotiation required over scope and responsibility.

· Employ testers from an external organisation

· Employ acceptance or system testers in another country

· Employ developers from another organisation

· Employ developers in another country

1.1 Possible dimensions of outsourcing

Different problems arise in different types of outsourcing. Possible dimensions:

· Roles

· Geographical location

· Management of outsourced staff

· Outsource the project management too?

· Use of ambassadors

· Who is responsible for delivery

2 Example Outsourcing Problems

	Problem (observed in real projects)
	Possible Cause (postulated)

	Wrong priorities
	Misaligned goals

	Wrong software delivered
	Poor specification and review

	High management overhead
	Outsourced tasks too small

	Unexpected problems late in project
	Lack of day-to-day supervision

	Poor consistency and integration
	Poor overall project design integrity

	Project costs higher than expected
	Focus on day-rate rather than actual costs

	No ownership of problems
	Lack of clear accountability

	Regular communication & reporting problems
	Poor cultural compatibility


This presentation assumes that you’re faced with outsourcing as a fait accompli – some manager has already decided that this is the way to save costs and advance his career.

3 Exercise Models

· Remote coding

· CUT remote

· Analysts, managers, architects and at least some testers local

· Remote software development

· Everyone directly developing the software is remote

· Proxy staff on site talk to local team

· Remote project team

· Whole team is remote

· Proxy staff at remote site talk to the business

4 Exercise 1: Here or there?

· Choose three projects (four types, four sizes, two domains)

· List benefits and drawbacks of outsourcing along each of the above lines

· List winners and losers – based on the impact on their job role

4.1 Outputs

30 people, care & maintenance, technical

· Remote developers:

· Communication (cultural reasons, inability to provide good specs)

· Skills mismatch

· Developers not sufficiently prepared to challenge

· Remote developers win by acquiring new skills

· Acquirer saves costs and frees up own staff to develop something new

· Remote software development:

· Duplication of roles

· Takes away the pain

· Proxy staff mitigates communication problems

· Remote project:

· Difficult: can you have remote analysts?!

30 people, major extension, business logic

· Remote developers:

· Reduced cost, increased availability / flexibility of resources

· Different skill bases available

· Specification precision needs to be much higher

· Cultural / language mismatch

· Dispute resolution harder

· Winners: business sponsors, shareholders (reduced costs), resource manager (easier life), remote developers

· Losers: local staff

· Remote software development:

· As above, plus: Reduced number of interfaces

· Winners: local staff who do remain get more responsibility

· Whole project offshore:

· Easier to manage

· Perceived reduction of risk

· Possibly more of a “silo” implementation

· Winners: the proxy gets a chance to travel

· Losers: as above

(Nobody has picked up on the fact that outsourcing consultants cost a fortune)

10 people, care and maintenance, business logic

· Remote developers

· Perception of reduced risk

· Someone to blame / sue

· Specialised skills

· Retain competency

· Reduced capital outlay

· Flexibility to add/reduce headcount

· Fixes not done in time, well enough, conformant to requirements

· Customer can be held over a barrel for future maintenance / enhancements

· Code becomes unmaintainable

· Large up-front cost to amortise

· Poor phone connections cause problems

· Winners: local developers may be able to do more interesting work; locally employed staff who are not made redundant have greater job security

· Losers:

· Remote software development team:

· Customer interaction is reduced to an SLA, effectively – no “micro-feedback”

· Remote project team:

· It really depends on the project. Worst case: everyone loses. Best case: some people win.

· Outsourcing makes sense where the activity concerned is not core to your business. E.g. an investment bank has huge IP in its business algorithms, so outsourcing makes little sense.

5 Exercise 2: Easy for you to say!

Lessons learned:

· Most of us missed the primary motivation of the opposite number

· Often the wrong people talk to the wrong people and go away thinking that everything is fine – e.g. agreement was given by someone without the appropriate authority

6 Exercise 3: Damage Limitation

Assuming you are on an outsourced project, how can you ensure it succeeds?

· (video)conference calls

· instant messaging / email update

· proxy members on either site

· rotation of staff between sites

· automated testing

· continuous integration

· formal specification

· reviews and inspections

Which practices will be helpful? Which ones will cause problems? Which situations are appropriate settings for each practice?

6.1 Milestone Slippage: initial entry to UAT is late

· Review plans and estimates early – assess quality of planning, underlying assumptions…

· Adopt iterative process in order to calibrate production rate, see tangible results early, assess quality

· Insist on evidence of continuous testing

· Review test cases for coverage, correctness

· Give yourself flexibility to re-draw scope of initial release

6.2 Communication: Requirements or Design Specs not explicit enough

· “If I have to specify everything in such exhaustive detail, I might as well code it myself”

· Result: the true requirements are not met, even if the stated ones are (we don’t get what we wanted or expected)

· Do it yourself?

· Test-first development – supplements or even replaces the requirements

· Get developers to write UAT tests before code, review them thoroughly

· Prioritise based on criticality of each requirement

· Avoid bottleneck by using an incremental approach

· Handover / walkthrough each specification, get supplier to ask questions about it

· Test understanding

· Semi-formal specification techniques – use consistent notation, style, vocabulary

6.3 Higher rate of defects than deemed acceptable

· Code reviews (regular)

· Test reviews (regular)

· Metrics, standards, trend analysis

6.4 Misunderstanding of requirements / technology

· Co-location of workshops to explain / agree requirements

· Iteration (regular, short)

· Frequent reviews and retrospectives – process improvement

6.5 Schedule Compression increases cost

It is known (Boehm etc.) that cost reduces if more time is permitted. 1000 function points costs 8500 hours average – 10.2 months for 6 people. Compressing it to 9 months pushes the cost up to 14500 hours.

Offshore, more time is spent on requirements and reviews (because they have to be more rigorous). And there is less slack time between activities, plus translation to/from English adds more overhead. So the natural tendency would be for the project to take longer. But the client still insists on compressing the schedule to e.g. 9 months, so the compression is even greater than when done in house – pushing the cost up to even higher levels. Productivity of the team plummets.

The cost savings promised by offshoring are often not realised, because expensive onshore staff are required to double-check all the work done by the developers.

Solutions:

· Split the project into several parallel and independent projects

· Stretch the timescale (usually not acceptable to client)

· More realistically, defer part of the functionality to a later phase

· Improve process by reducing wasted effort

· Assess whether business justification for offshoring is really justified

7 Conclusions

· Outsourcing is common and popular

· There are numerous models to choose from

· Conventional wisdom suggests that it can be made to work

· Video conferencing, e-mail, instant messaging, travel …

· Ruralsource or outsource to Canada as an alternative
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