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Summary

. Global outsourcing is here to stay

. Global delivery compresses the SDLC time and
budget

. Managing global project delivery is different

. IT Management standards are required for global
delivery

. Social and Environmental responsibility in global
outsourcing are growing

. ICT power consumption grows rapidly

. Organizations must reduce their ICT carbon
footprint



Global outsourcing is here to

IT, and IT enabled services, are costly
and complex

For many organizations IT is not their
core competency

For some “IT Doesn’'t Matter”

With rising IT Outsourcing (ITO) and
Business Process Outsourcing (BPO)
the delivery organization is somewhere
else...sometimes half-way around the
world...so that gaps in poorly defined
requirements are difficult to bridge with
good-will

stay

Complex IT |

... delivered by far-

away providers




A not for profit, iIndependent organization supporting
the Canadian outsourcing market

Clients, Providers, Advisors and Business Schools

throughout Canada

To support organizations embarking upon and
managing change initiatives (ie outsourcing, shared
services, alternative service delivery) including the
development of a world class centre of expertise in 5

outsourcing research & education




CORE research — the Canadian
market perspective

Outsourcing Market - Value and Volume® (1998-Nov 2008)
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Source: CORE 2009 Canadian Outsourcing Report
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2001 recession led to post recession spike in outsourcing as outsourcing
sales grew 24% 2001 to 2003.

Increased demand appears to be occurring again (2008/09)

Service providers reporting 20% to 30% volume increases in pipelines
relative to Q1 2008.

Canadian Outsourcing Sales v. Recession Periods

Source: IDC worldwide services contract database
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Global delivery compresses
the SDLC time and budget

Cost to deliver

Time to deliver



Global delivery compresses
the SDLC time and budget

Rapid quality offshore delivery
cuts costs dramatically
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Global delivery compresses
the SDLC time and budget

24hr software factories reduces
delivery time dramatically
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Global delivery compresses
the SDLC time and budget

Project Management — 13%

Code & Test

Problem m 13% Implement,

- . Desig train,
Definition(| Analysis 2704 operate

Quality Management — 7%

e { 20%
//
/

Analysis and design become a larger portion of the project,
with a slower relative pace, and a history of lowa  ccuracy and

lack of formal standards 2



Global delivery compresses
the SDLC time and budget
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Additional infrastructure is needed to manage the g
delivery model
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13



Managing Global Resources

Differences in cultural, communication and work-
ethic in each country involved in global delivery

Managing remote resources in another part of the
world adds a significant layer of difficulty — the
Global Delivery Model (GDM) is critical overhead

GDM — manages differences in culture, language,
time zone, staff skills, etc.

GDM - addresses methods, tools, procedures
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Global Delivery Considerations

The Global Delivery Model
A potential Application GDM allocation model*

* PMO * Account management

* Requirements definition * Domain expert

* Prototyping consulting assistance

« High-level design « High level design

« User-interface design * Emergency bug fixes

« Usability testing * Tier 1 triage

* Integration testing * Assessments &
estimates

» Acceptance testing

* Implementation / cutover
* User training

» Warranty maintenance

Same
metropolitan
as client

Client site

* Source: Gartner Group

* High-level design

* Quick turnaround
development

* Emergency bug fixes

* Interactive
development

* Prime-time support
* Testing

* Online application
management

Same
continent
as client

* Project management

* Detailed design

» Coding

* Unit testing

* Usability testing

» Documentation

* Bug fixing

» Ongoing software
maintenance

Anywhere in

the world
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An application outsourcing governance model*

Global Delivery Considerations

Executive Level

Program Management Level

Project Management Level

/

On-site resources

Account Manager - responsible
for deal, project delivery, status,
communication, client satisfaction

Project Manager - responsible for
day-to-day project management

Technical Expert(s) - responsible
for detailed technical knowledge,
communications, technology
integration and technology support
for the business goals

* Source: Gartner Group

e

\

Offshore resources

Project Manager - responsible for
day-to-day project management

Project Team - responsible for
project delivery — design, code,
test, integrate

Quality Assurance - responsible
for validation of delivered product,
traceable back to business
requirements and design
specifications
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Customers / Users

What can be outsourced in the IT

Management Framework?

Corporate Governance

— .

IT Governance

Financial & Risk Management
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Human Resource Management

Cautiously outsource-able

Suppliers / Service Providers



Customers / Users

_ Partly outsource-able

IT management standards are required
for global delivery

Corporate Governance
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Human Resource Management

Cautiously outsource-able

Suppliers / Service Providers
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Responsiblility in Outsourcing
CSRIn
outsourcing
Social Environmental Socially responsible
responsibility responsibility outsourcing (SRO)
—— « Brand * Reduce » Build capacity in
e Trust Costs new ways (e.g. rural
i j sourcing)
P— Stakeholder expectations
Government and regulators
» Customers
 Employees
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Industry research suggests that
CSR Is Important in outsourcing...

How importantly do you rate CSR as a component of y  our business strategy?
(Rate from 1 to 5, where 1 is somewhat important an  d 5 is crucial)

20

* Source: IAOP
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Focus on Environmental
Responsibility in Outsourcing

CSRin
outsourcing

Social
responsibility

Socially responsible
outsourcing (SRO)

Strategic * Brand  Build capacity in
* Trust new ways (e.g. rural
| sourcing)
Responsive | ° Stakeho pectations
° and regulators
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ICT power consumption grows

rapidly

Data centres consume more power, generate
more Green House Gasses (GHG)

From 1996 to 2006 the number of servers grew 400% worldwide?
15 to 35% of data centre budget goes to power?!

Power costs of one server can equal the hardware costs over four
years?!

Power for ICT consumes 5% of UK generation capacity?

Estimate of all computer related power consumption close to 6%
of US electrical consumption 2

Power consumption for US servers doubled from 2000 to 20052

1) Forge, S., 2007, “Powering down”, Emerald Foresight 23
2) Koomey, J., 2008, “Worldwide electricity use in data centers”, Environmental Research Letters



Organizations must reduce
their ICT carbon footprint

e UK Government — Carbon Reduction Commitment

« European Union — Code of Conduct for Data
Centre Efficiency

e Various provincial, state governments...

* E.g. BC government requires “an outsourcer to comply
with government goals of 30% reduction in carbon
(GHG) output by 2020”

* Power cost reduction will be important in ICT TCO
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Implications for
Project Managers -- So What?

« With outsourcing, projects will be delivered faster

* More projects will have an global outsourced
component — be prepared to manage using
standards

* More projects will have global delivery model — be
prepared to manage with GDM

e Social and environmental issues will be important
when working with global outsourcing firms
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Summary

. Global outsourcing is here to stay

. Global delivery compresses the SDLC time and
budget

. Managing global project delivery is different

. IT Management standards are required for global
delivery

. Social and Environmental responsibility in global
outsourcing are growing

. ICT power consumption grows rapidly

. Organizations must reduce their ICT carbon
footprint
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