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The article describes the specifics and advantages of management of remote software development teams, so called «NearShore Center», as a one of important

and appreciated sourcing strategy on the matured markets.
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Baybkoecku K. C., Kosanoeyuk T. Nearshoring — cneyucpika ynpaeniHHa
8iddaneHor KomaHAok po3pobHuUKie Npo2pamHo20 3abe3neyeHHs

Y cmammi po3enaHymo ocobausocmi nepesae yrpaeniHHs 8id0aneHumMu Ko-
MaHOamu po3pobHuKie npozpamHoz0 3abe3neyeHHs, mak 3eaHux «NearShore
LleHmpig», Ak 00HO20 3 8aMAUBUX | YiHHUX OX(epen cmpamezili Ha PUHKY, Wo
CKnasca.
Knrouoei cnosa: cmpamezii nowyky, IT-aymcopcuHe, HiawopuHe, HiaWOopUH-
208i yeHmpu, 8iddasneHa KomaHAa po3pobHUKie MPoPaMHO20 3abe3neyeH-
HA, IT-ynpasniHHxA.
Puc.: 1. Taba.: 1. biba.: 5.

Baybkoecku Kasimexx CmaHicnaeosuy — 00KMop eKOHOMIYHUX HAYK, Mpo-
tecop, Bapwascekuii mexHonoeiyHull yHisepcumem «Bapuwiasceka nosi-
mexHika» (na. MonimexHiku, 1, Bapwasa, Moaswa)

Kosanbuuk Tomaw — acucmerm, ¢pakyasmem supobHuYoi iHmeHepii, Bap-
wascobKuli mexHonoaiYHull yHisepcumem «Bapwasceka nonimexHika» (na. Io-
nimexHiku, 1, Bapwasa, Monbwia)

he globalisation phenomenon and thereby height-

ened competition have an influence on difficulties of

companies in developing and maintaining the range
of expertise and skills, which are the most important fac-
tors to compete effectively. The antidote to these problems
are various sourcing strategies, such as outsoucing, offshor-
ing, nearshoring and onshoring. Depends on the customer's
needs, different types of sourcing activities have became an
increasingly popular for reducing operational costs. Addi-
tionally this strategy allows companies to focus on their core
business and quickly respond to the sophisticated needs of
the market [1].

An interesting proposal for a contemporary companies
turns out to be a nearshoring, which combines the advantag-
es of telecommuting and much more opportunities for com-
munication than it is in the case of classical offshoring.

OUTSOURCING TAXONOMY

Outsourcing can be understood as performing a spe-
cific activities outside the organization. The basic question
related to the nature of sourcing is «whether we must pro-
duce the product by ourselves or buy the product from a
third party?» The answer to this question is not only justified
to the financial aspects. Increasingly, such decisions are stra-
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tegic. They relate to the ability to obtain specialist knowledge,
which will lead to increase the effectiveness and efficiency
of operations. Moreover, the strategic outsourcing may also
contribute to building a competitive advantage [2].

The most important factors determining the need for
outsourcing include [2]:
costs reducing;
focusing on key areas of competence;
access to knowledge and other production factors;
increasing the number of skilled workers outside
of developed countries;
increasing the complexity of information systems;
the global diffusion of knowledge.

In general there are many models of outsourcing,
characterising by specific strengths and weaknesses. In each
of these cases there are a variety of management methods.
Based on diversity of outsourcing models it can be divided
due to different factors [2]. The first important factor is lo-
cation, describing the place of action performed by the sup-
plier. Outsourced tasks can be done in the client's office or
outside, ie in the supplier's headquater. In the latter case it
is possible to work with the supplier from the customer's
country or foreign, in the immediate proximity or distant.
The second factor is the depth, which describe the scope of
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tasks assigned to an external partner. This perspective can
be devided to the individual outsourcing, reffering to the
particular positions in the company structure. Functional
outsourcing, reffering to the certain areas of the organiza-
tion (ie, domains), as well as competence outsourcing, ref-
fering to the activities related to decision-making. Finally,
the third important factor is the type of contracted activi-
ties, which may be closer to the process or project [2].

This paper is an attempt to capture the specifics of
cooperation between buyers and suppliers of IT systems,
working in nearshore model. The nature of such cooperation
is not uniform and must be considered taking into account
all the factors of division, ie, location, depth and nature of
the tasks (Figure I). Projects implemented in such model
can include the provision of individual resources (ie, indi-
vidual outsourcing), entire teams (ie, functional outsourc-
ing), as well as competence centers with their permissions to
make decisions (ie competence outsourcing). Considering
the nature of the task, this paper will focus on the IT proj-
ects, which are unique from their nature.

+ software products are highly customizable; so
that the stakeholders will expect its variability,
adaptability and development, even after the
completion of the project; therefore it will increase
the risk of entropy and loss of control over the
development process;

+ techniques and tools for the software design and
construction are developing rapidly; therefore this
phenomenon has a significant impact on performance,
cost, quality and risk of software development;

+ the costs of software implementation are al-
most exclusively connected with the engineering
works; therefore it can be produced in mass-quan-
tities at low cost.

The mentioned above specific features of software
products makes management in this area is much more chal-
lenging than it is for other industrial projects [3]. In order to
fully understand the essence of the problem with software
implementation it is necessary to analyze additional layer de-
scribing specifics of IT project management environment.
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Figure 1. Types of outsourcing

Source: Mark J.Power, Kevin C.Desouza, Carlo Bonifazi, Outsourcing - Podrecznik sprawdzonych praktyk, MT Biznes, Warszawa 2010, p. 30.

NATURE OF IT PROJECTS

The nature of software products makes IT projects
differ from the other industrial enterprises. Simple attempt
of adaptation of management techniques used in areas of
construction and mechanics do not working or in the best
case leads to a products of low quality [3].

The differences between the software and the prod-
ucts manufactured in other sectors of the economy can be
scratched as follows [3]:

+ software is not the subject to the «laws of phy-
sicsrand equivalent laws that govern the soft-
ware has not been discovered yet; therefore it
is difficult to accurately predict the performance
and schedule of software implementation without
some kind of experiments and prototypes;
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Analysis of the problem can be started from the as-
signment to the IT project the right type of dynamic sys-
tem. The closest structure which describe the behavior of
the software implementation process seems to be a chaotic
system which is kind of an interface between deterministic
and fully stochastic systems. Chaotic systems have both the
properties of deterministic and probabilistic systems. In the
case of IT projects it is possible to determine some param-
eters of the algorithms but it is not possible to predict all
the events and factors that affect software production envi-
ronment. Therefore forecasting is only possible in the short
term, which is consistent with the nature of the behavior of
chaotic systems [3].

All of these factors affect the fact that the manage-
ment of IT projects is difficult, even if it take place in a uni-
form geographical and graded environment. The introduc-
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tion of further difficulties, such as formal decomposition of
the project team certainly did not help [4].

NEARSHORE OUTSOURCING

Nearshore outsourcing (also called Nearshoring) it is
the phenomenon consisting in transfer of processes and IT
services to the company located in a neighboring country.
In contrast to the traditional offshoring usually associated
with the Asian countries, the headquarter of vendor is often
located in immediate proximity to the client what entails a
lot of positive effects.

The classic model of offshoring does not always work
properly, so other models of outsourcing become more and
more popular. The major risks associated with the co-oper-
ation between customer and supplier in the offshore model
are presented in the Table I [1].

Table 1

Offshore outsourcing risks

RISK CATEGORY SAMPLE RISKS

No overall cost savings

Business Poor quality

Late deliverables

Ineffective judical system at
offshore location

Intellectual property rights
infringement

Export restrictions

Legal Inflexible labor laws

Changes in tax laws that could erode
savings

Inflexible contracts

Breach in security or privacy

Backlash from internal IT staff

. Perceived as unpatriotic
Political P

Political instability within offshore
country

Supplier employee turnover

Supplier employee burnout

Workforce Inexperienced supplier employees

Poor communication skills of supplier
employees

Cultural differences

Social Holiday and religious calendar

differences

Time zone challenges

Logjistical Managing remote teams

Coordination of travel

Source: llan Oshri, Julia Kotlarsky, Leslie PWillcocks, The Handbook
of Global Outsourcing and Offshoring, Palgrave Macmillan, London
2011, p. 14.

The use of nearshore outsourcing model reduces the
likelihood of particular risks or allows to their complete
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elimination. Underlined risks (Table 1) show these areas of
management environment which could be improved thanks
to the nearshoring. Each of risk can be grouped based on the
nature of the phenomena to which they relate.

The most important advantages of nearshore out-
sourcing include:

1. Single time zone — Cooperation in the same
time zone brings great benefits. Communication with the
outsourced team is possible through whole business day.
Nobody must have to stay after hours or get up very early.
In such a model live meetings could be more frequent. The
result is higher productivity and employee satisfaction.

2. Immediate proximity — An extremely important
element contributing to the success of the team is the com-
munication between the employees and the possibility of
frequent meetings, which in the case of the close location
of the outsourcing team is fairly easy to achieve. Real coop-
eration in the offshoring model often turns out to be much
more expensive than the initial estimates because of the
significant costs of travel and communication. In this case
nearshore offer is much more favorable.

3. Highly qualified employees — Recently offshor-
ing model was a popular solution for many companies. How-
ever, nowadays it is much harder to implement — the reason
is the strong exploitation of the local labor force, which has
a negative impact on a productivity. The situation in the eg
Central and Eastern Europe is different. These countries
have been famous with well-trained technical staff. There
are many Universities educating at the highest level. Avail-
ability of high-quality labor force is much higher.

4. Political and economical stability — In the era of
the European Union nearshoring has become a simple solu-
tion. Political, legal and economic considerations are often
very similar, and even regulated by the European Union.
Partnership in EU countries has become easy and secure.
The European Union provides the complete protection of
intellectual property rights of the software. Transfer the IT
department or domain to another EU country is no different
from moving it to a nearby town.

5. Cultural proximity — European countries com-
bines a sense of humor, a similar attitude to work and learn-
ing. Cultural elements are a very important factor in build-
ing relationships, significantly facilitate teamwork, making
it simply and natural.

he above-mentioned advantages of nearshore out-

sourcing model directly or indirectly contribute to a

reduction in the cost of the model. Close location sig-
nificantly reduces travel costs, qualified personnel will do the
same thing (in the meaning of scope of the software) faster
and without errors. Working in the same time zone elimi-
nates the need for overtime. Due to political and economic
similarities, it is possible to get rid of unnecessary legal risk.
Common cultural elements will make the team more quickly
reach a consensus. It is widely estimated that the actual cost
of offshoring and nearshorinu are very similar.

CONCLUSION

Nowadays nearshore outsourcing model seems to be
a good alternative to the tested previously offshoring mo-
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dels. It offers higher quality and more natural conditions for
cooperation. However management of such a project team
is not a simple matter. Software development projects are
difficult enough even when the entire team is located in the
same place, working for the same company and speaking the
same native language [4].

Success in collaboration with a nearshore outsourcing
depends on both sides. On the one hand the professional
approach of suppliers is necessary. On the other hand the
client must understand the limitations of nearshoring con-
tract. At the beginning of cooperation with the new provid-
er of nearshore outsourcing, the customer should avoid the
situation when [4]:

+ the project is mission-critical without fallback plan;
+ the project is time-sensitive, requiring quick time
to market;

+ they don't have sufficient domain expertise and pro-
ject management available as a part of onshore team. B
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puxia Ha BiTUM3HAHMII PMHOK MOTYTHIX 'AOOAAb-
HIMX KOMIIaHiil AOKOPiHHO 3MiHMB YMOBH I1 CIIOCOOM
BeAeHHsI OisHecy Ta MOCTaBUB mpodaemy Gopmy-
BaHHS CTIiMIKMX KOHKYDEHTHMX IlepeBar BiTUM3HAHUX ITiA-
npueMcTB. PosB’s13aHHS 3a3HaueHOi mpobaemu motpebye
PO3pOOKM HOBUX DillleHb TEOPETMYHOIO Ta NPUKAAAHOTO
XapakTepy, CIPsIMOBAHUX Ha (HOPMYBAHHSI KOHKYPEHTHOI
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