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Execurtive Summary

Buyers of IT outsourcing services increasingly expect providers to demonstrate strong
commitment to corporate social and envirenmental responsibility (CSER). We identify
two kev challenges for CSER in global information technology outsourcing (GITO): (1)
environmental issues related fo increasing power consumption and related greenhouse
gas emissions, and to e-waste, and (2) social responsibility issues, which are growing in
importance as global CSER guidelines, standards, reporting frameworks, and regulations
raise public expectations. Our research has identified four keyv trends in the CSER
knowledge and capabilities required by outsourcing buyvers and providers. We provide
guidelines for acquiring the knowledge and capabilities that will enable buvers and
providers to effectively integrate CSER within GITO.
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Definition of offshore
outsourcing

 Offshore outsourcing describes the practice
of contracting to outside vendors in another
country, in which the client company has no
direct ownership

 Also offshore “captives” - offshoring
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I'T enabled distributed expertise




Genpact, Accenture (ACN ), IBM Services, or another big
outsourcing specialist dispatches teams to meticulously
dissect the workflow of an entire human resources, finance,
or Info tech department The team then helps build a new

Hlstorlcally I\/Ianufacturlng was dlsaggregated
globally — services were bought and consumed In
places

Today : services are disaggregated globally and

consumed globally

Cisco Systems (CSCO ), ABN Amro (ABN ), Unilever,
Rockwell Collins (COL ), and Marriott (MAR ) were
among those that signed such megadeals, worth billions.
Bloomberg Businessweek



What, why and where of offshore
outsourcing

« Why outsource offshore
« \What to outsource offshore

 \Where are the venues for offshore
outsourcing




Why outsource offshore?

e Technology “push” :

— digital information can be transported cheaply and
easily

— Dramatic reduction in cost of hardware, cheap broad
band fibre, satellite communication

— communication and groupware technologies: low cost
or free - email, skype video conference, net meeting,
various social computing etc



First stored programme computer 1948 : The Manchester
Baby



Manchester

Processor from year

Feature Baby, 1948 2000

Size Filled a room fills 7 mm by 3mm of
silicon

Electrical 3.5kW (3 500 W) | 215mW (0.215 W)

power usage

(Watts)

Instructions
executed per
second

Energy
efficiency
(Joules per
instruction)

700

100,000,000

0.000 000 002 (e.g.
2,000,000,000 times
more efficient than The
Baby)


http://en.wikipedia.org/wiki/Watt
http://en.wikipedia.org/wiki/Instruction_(computer_science)
http://en.wikipedia.org/wiki/Joule

$20 million

3
Staggering fact number 1: The worlds

most powerful Cray supercomputer
available when | was an computing
undergraduate late 80’s (“the world’s
most expensive love seat”) 1s easily
beaten by the 1Pad on your desk !



Staggering fact number 2 : The

1000 g . .
equivalent entire computer memory
- megalte)
0 L available on the whole planet 50 negabyte)
years ago can today be bought or
21 leased to you or | for about $100 !!
2
01 4
0.01 : : : : . . : .
19580 195825 1955 19587.5 1230 19925 1995 1997.5 2000

http://www.basic.northwestern.edu/primers/techfest.html



Number of transistors on a chip doubles every two years

oy [0

W I ilalels

'||n-" BOBT

1oy fona Moore's Law

Thgg | i 288 Means More Perlformance

- JABT Procoancr
e R I:I_i Froceesar

Fentum® 4 Frocessar
100,908,000




Staggering fact number 3 : The
dramatic increase of global )y
. (connectivity

o wrww -

— 1965 Intelsat | 240 telephone conversations or 2 TV
channels

— 1998 Intelsat V111 112500 telephone conversations and
3TV

— 100 + geo stationary satellites in orbit
 Fibre optics

— A single pair of optical fibres could carry North
Americas entire long distance traffic. Gemini
completed 1998 had more capacity than all existing
transatlantic cables combined



Fiber n use as of year-end 2004
500 500 80 10

Gbps
Source: Telebecgraphy Research @ 2008 PriMetrioa, Inc.
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Free collaboration




Why outsource offshore?

« Managerial “push”
— shortage of skilled programmers
— Increased competition
— faster product cycles



Why outsource offshore?

* Managerial “pull”
— cost
— free resources
— access new skills, ideas and technology
— access new markets
— flexibility in staffing



Why not outsource offshore?



Why not outsource offshore?

Job loss

Beneficiaries of labour cost
arbitrage? race to the bottom

Thank You India

For Taking My Job

Workers in developing countries
not unionized, health and safety,

pressured into working long
hours



Why not outsource offshore?

Additional coordination and supervision
COSts

Loss of internal technical knowledge
Problems of quality and time
Intellectual property

Cultural differences



The case of the small but global
accounting firm

Small 10 person accounting firm in North
Wales

Outsourced accounts preparation to India
and Pakistan

Managed risk by outsourcing only client
work of low importance, benefits of more
time for strategic analysis

Outsourcing manager resigned and poached
outsourcing relationships and clients !



Cultural management example : mobilising creativity
with conflict and alcohol in a British software
company with an India subsidiary




» RIsIng cost of salaries in India

 Recession and public image, unemployment
running at 47% of under 24year old In Spain



Reshoring : why?

& Santander
United |
' Utilities




What to outsource

e |IT enabled services
e |T services



IT enabled services

Software maintenance,
support

Customer Interaction
Services

Back Office Operations

Insurance Claims
Processing

Medical Transcription

Legal Databases
Online Education
Data Digitisation
Payroll / HR Services
Web site Services
Accountancy Services
Animation

XRays



Where are the venues?
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Why has India emerged as an
offshore venue






English language, skills, education,
reputation, legal system, good
telecommunications

Early days : body shopping

Now: full projects, onshore and offshore
staff

ISO, structured methods,
Capability maturity model






The “Human Cloud”

Table 2 Three Waves of Outsourcing

Terms Definitions

QOutsourcing The handing over of assets, resources, activities and/or people to
(1980s -) third party management to achieve agreed performance
outcomes. (Lacity and Willcocks 2006)

Offshoring The provision of organizational products and services from
(1990s -) locations in other countries (Davis et al. 2006)

Microsourcing The provision of micro-tasks and other small enterprise services
(2000s -) from an online community of providers residing in an online
microsourcing platform (Lu and Zeng 201 1; Gefen and Cammel
2008)
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PLATFORM
MODEL

Facilitator

Arbitrator

Aggregator

Governor

DESCRIPTION

Connects suppliers and
buyers directly through a
bidding process

Engages multiple
suppliers through
competitions

Aggregates hundreds or
thousands of microtasks
performed by multiple
suppliers

Provides project
governance and
certifies supplier
quality

EXAMPLES

Freelancer, Elance,
oDesk, Coffee & Power

crowdSPRING,
99designs, MediaPis-
ton, InnoCentive,
Witmart

Mechanical Turk,
Mobile\Works,
CrowdFlower,
CloudFactory

TopCoder, Trada,
ulest, 10EQS



Impact sourcing

“employing people at the base of the pyramid,
with limited opportunity for sustainable

employment, as principal workers in business
process outsourcing (BPO) centers to provide

high-quality, information-based services to
domestic and international clients”
Rockefeller Foundation
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Nt o Case Study: AlphaCorp
(A US-based Healthcare Information
echnology Company)

* Locations: USA (2002), Islamabad-Pakistan
(2002) and AJK- Pakistan (2009)

« Employees: > 1000
* Revenue: $32.5 million (March 31, 2014 )

* No of Clients: 930 practices representing
approx. 2,020 providers in 40 states of USA (as
of March 31, 2014)

« Legal Status: A public listed company -
NASDAQ stock exchange (2014)

45
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The University of Manchester
Manchester
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Client's Dealing and Medical
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Conclusion

 Offshore outsourcing controversial but
Impossible to ignore In almost all business
services

 Transaction costs get lower, trend set to
continue



Masters dissertations —
“disruptive technologies”

Digital work platforms — upwork, taskrabbit
etc. implications; impact sourcing; Unions,
development

A.l., robotic process automation

Digital startups / ecosystems in developing
countries

3d printing, V.R.,
See diode network


https://diode.network/about/

