
1

Applications Sourcing Management
Is offshore any different?

Tim Morley, Gartner
UKSMA 2004

Entire contents © 2004 Gartner, Inc. All rights reserved.

Introduction

Applications Development and Support have been the most obvious
services for offshore delivery in recent years. For most organisations
their own in-house experiences in managing Applications
performance cannot be described as wholly successful. This
presentation considers the tools and techniques available for
performance management, assesses the additional requirements
when a service is delivered offshore and considers the likely financial
impact on Applications performance.

Client Issues:
1.       What are the fundamental mechanisms for managing

Applications Development and Support performance?

2.       What is the impact of an Offshore delivery model on the
management mechanisms?

3.       How is this likely to affect performance and what mechanisms
are needed to manage this?
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2.What is the impact of an Offshore delivery model on the
management mechanisms?

3. How is this likely to affect performance and what mechanisms are
needed to manage this?

Entire contents © 2004 Gartner, Inc. All rights reserved.

What are the fundamental drivers of how a business perceives good/
bad Applications Development and Support performance?

Cost
Productivity
Quality
Time to market

Contribution to the business - Value
Process quality
Skill set
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47%

43%

14%

15%

16%

21%

25%

42%

43%

Integration With Legacies

Integration With Packages

Platform Selection

Java

Outsourcing

New/Emerging Technologies

Technology Standards

Web Development

Training 

Skills Availability

IT Main Concerns:   Skills and Integration

31%

Source: CIO Survey 2004, Source: CIO Survey 2004, Gartner Gartner IntelligenceIntelligence
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Unknown vendors

Inhibitors Geopolitical risk

Global economic slowdownGlobal economic slowdown

Unknown countriesUnknown countries

Lack of infrastructure

Xenophobia

Lose controlLose control

Accelerators

Success stories

Focus on ROI, business benefit

Cheaper labourCheaper labour

Process qualityProcess quality

Need for speedNeed for speed
Three-shift work day — follow the sun

Skills shortageSkills shortage

Spread risk across geographies

Reasons for going Offshore Accelerators and Inhibitors

Inadequate ProcessesInadequate Processes
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How to best tackle challenges to an AD organisation

Internal Applications organisations face 4 major challenges:
• Competition
• Demand management
• Operational effectiveness

• Unclear Value Proposition

For an IS organization to retain its position in the organisation,
AD projects can no longer “fail” in terms of lateness, poor
quality or bad functional fit.
ESPs will be viewed by the business lines as an attractive
option.

These challenges require AD organizations to define and
develop their core competencies, which will include the
ability to qualify and manage the work of ESPs.
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Working with High Maturity organisations

CMM

When such an outsource arrangement has been established with
an offshore service provider it is often the case that the client is
low CMM and the outsourcer is high maturity.

This situation can cause difficulties because the client may not
be suitably equipped to manage the outsourcer.
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LEVEL 1
Analysis
Design LEVEL 5

Construction
Unit Test

LEVEL 1
System Test
Deployment

Insufficient process in
client organisation to
develop inputs
(requirements, design,
specifications, etc) to
required level

Insufficient process in
client organisation to
handle results of ESPs
work

CLIENT OUTSOURCER

CMM: You are only as strong as your weakest link!
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Client Issues 3

1.What are the fundamental mechanisms for managing Applications
Development and Support performance?

2.What is the impact of an Offshore delivery model on the
management mechanisms?

3. How is this likely to affect performance and what mechanisms are
needed to manage this?
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What needs to change to effectively manage offshore
Applications development?

Different and effective management skills

An understanding of cost structures

An agreement on delivery skills between supplier and client
organisations

Agreement on realistic time scales that take into account the needs
of both client and ESP organisations

Better Communication over long distances
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Experiences from current engagements

• Cost management and Financial Control
• Appropriate Process
• Understand your sourcing strategy

Process

Quality

Time to
Market Cost

Success
Criteria

Process

Quality

Time to
Market Cost

Success
Criteria
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Metrics - Internal

Speed, quality, cost

All defined as Service level
agreements

… and before the deal is agreed – 

The basics …..

baseline the current
performance

Agree results with the SP
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Metrics - Internal

Size – Function Points, LOCs,
other?
Effort – total and by development
phase
Elapsed time
Application Characteristics:
§ development language
§ operational platform
§ Complexity
§ Business Criticality
§ Level of integration – number of

Interfaces

Support and maintenanceDevelopment

Size and Effort - for each type
of support
Application Characteristics:
§ development language
§ operational platform
§ Complexity
§ Business Criticality
§ Level of integration – number of

Interfaces
§ Release process

Quality
Defects in Development and in Support
Availability and completeness of
documentation
Time-to-fix by criticality
User satisfaction ratings
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Metrics - Internal

Define the performance on
project by project basis,
Analyse profile across all
projects and build up a profile of
performance by technology
groupings – eg – all 4GL, all
COBOL, all 3GL

Support and maintenance
Development

Define support performance by
application profile defined by

• technology groupings,
• application functional size

groupings,
• business criticality groupings
• application age

Track changes in size and profile of portfolio over
time …
and assess impact on overall productivity and
cost.

Deal Management
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Metrics - External

BENCHMARKING against the External Marketplace

Principles,
    The contractual clause,
        The contractual processes

The standard wording for the
benchmarking clause that will be
included in the Sourcing Contract
agreed by the SR and the SP. It
defines WHAT must be done – i.e.
the contractual obligations for
benchmarking.

The standard definition of the
Benchmarking Process that will be
included as a schedule in the Sourcing
Contract. It defines industry best
practice for HOW the benchmark should
be undertaken to achieve the obligations
of the benchmarking clause.

The cultural and relationship
characteristics that are
required to make the
benchmarking process a
success for all parties.
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Recommendations

Understand why Applications are being outsourced.

Select the Outsourcer to match your Sourcing Strategy.

Identify required changes to internal processes and management
methods, and calculate additional costs associated with these
changes.

Baseline internal performance in cost, quality, process and value.

Define a performance management framework.

Incorporate Benchmarking to measure against the external market.
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