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Introduction

This document should serve as a guidebook for businesses looking to find a

software development partner. O�shoring has become an almost natural

option to consider when planning software-related projects. However,

choosing an o�shoring destination and finding the right development partner

on the chosen market requires a deeper understanding of the global

outsourcing landscape.

In the chapters of this overview, you will find a comparison of the most

prominent markets, key factors to consider when looking for a development

company, and case studies presenting di�erent team setups for digital

product collaboration.

Marek Pałys

Head of Product Strategy

marek@start-up.house
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Offshoring in software development

What is offshoring?

Outsourcing is the term everyone is familiar with these days - it means

moving parts of the company’s operations to 3rd party providers. It’s an

umbrella term that has several more precise alternatives referring to the

location of said 3rd party provider.

O�shoring

In simple terms, o�shoring is nothing more than outsourcing services to a

company located far from the location of the business - often on a di�erent

continent. The main benefits of o�shoring are usually lower costs, a more

favorable economic environment, more suitable time zones or access to a

larger talent pool. Typically, o�shoring means at least 5 or 6 hours of time

zone di�erence.

Nearshoring

Nearshoring is similar to o�shoring, but not as far away. It’s the outsourcing

of services to a company not far from the location of the business but still

abroad, 2-3 time zones away. The main advantages of nearshoring (depending
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on where you are and where you seek) may be smoother communication

thanks to a more favorable time zone combination and a better cultural fit.

Onshoring

When a business uses outsourcing services to a domestic provider, that’s

onshoring. It is typical for accounting or legal services. It may also include

working with remote workers or freelancers from the same country.
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Why do companies outsource IT services?

According to a survey by Deloitte, the top reasons why companies decide to

outsource are:

Source: Deloitte

One of the big reasons why companies in mature markets decide to o�shore

software development is access to the global talent pool. Finding IT specialists

with relevant experience in expertise can be a huge challenge for many

businesses. Especially the ones operating in tech-heavy locations, where

demand for software development exceeds the supply. Such markets with
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considerable growth in demand for experience in complicated technology are

the USA, Canada, and Western Europe.

According to the US Bureau of Labor Statistics software development is in very

high demand while also providing some of the best earnings on the labor

market. These markets su�er from a significant lack of relevant workforce

and it’s not going to get better. The BLS expects the demand for IT workers to

grow much faster in the coming year.

This high demand poses a serious challenge for tech companies, especially

when combined with new US immigration policies. According to the Developer

Skills 2019 report by HackerRank, 57% of the technical workforce of Silicon

Valley was born outside of the United States. At the same time, some 40% of

those developers experienced negative impacts due to immigration policies in

2018. 1 in 5 developers was denied a US work visa and almost a quarter of the

surveyed developers were discouraged from even applying for US jobs due to

current immigration policies. Hiring managers also feel that immigration

regulations have an impact on their jobs - 30% of them said that immigration

policies made recruitment of tech talent more di�cult in 2018.

Global offshoring landscape

Whether it is due to time-saving reasons or talent pool needs, businesses are

changing the way they manage operations. Stats show that IT o�shoring

practices increase on a monthly basis. In a global and connected world, this is

not surprising, as barriers have been broken down to let the workforce and
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financial flows across frontiers. Therefore, it’s not rocket science that the

popularity of o�shoring will keep growing as the globalization does. But, what

are the preferred countries and areas to o�shore? And how have country

preferences changed in the past years?

Asia has been for years the preferred area to o�shore IT services - India and

the Philippines being two of the top countries - largely due to the low rates of

the working force. Language is also important when deciding where to

o�shore, so the British colonies’ history in India and the American settlement

in the Philippines make those two countries safe bets in terms of

communication. Moreover, based on the work culture of such Asian countries

(and China), the proneness towards working extra hours and getting the job

quickly done is a plus for companies when it comes to saving time.

But as technology and internet services grow, with many internet blackouts,

India and the Philippines have dropped positions in the

o�shoring-preferences list. The churn rate also tends to be high, which makes

work less stable and interest put in certain tasks is rather moved to the

craving to be promoted - the result is a lower code quality. Political and

economic instability along with low education rates, and the reasons

mentioned above, make it necessary to open to new possibilities.

What’s the second area to outsource on the list? South America with its little

time zone di�erence has been a target for the US compared to Asian countries

as aligned working hours is one of the highest business priorities. Again,
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hiring costs for Latin-American developers drop to less than half the cost in

the US. But education in most countries of South America still remains a

challenge and the continent is quite new to programming o�shoring

practices. A fact that makes it even more competitive is that specific

technological knowledge reaches the European levels there.

Eastern Europe, on the other hand, has become one of the most attractive

areas to o�shore, overtaking India and the Philippines, which were top in the

rank. The reason for this massive change towards Eastern European countries

is, intuitively, the great quality of work delivered. This is due to the large

talent pools that countries like Poland and Ukraine o�er. And even though

salary rates might be slightly higher than in India or the Philippines, they are

still lower than in the US  while maintaining the same work quality.

Another reason for the rising popularity of this geographical area is the time

zone. O�shoring from the US makes it still possible to align the daily schedule.

Moreover, the cultural di�erences are not as high in CEE as compared to Asian

countries and many European governments o�er legal support for IT

development.

So the choice depends on the needs, budget, culture di�erences and location.

But, as outsourcing specialists like Boris Kontsevoi (president and chief

executive of Intecs, an outsourcing company) stated:
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“It is much more convenient for a company to set up a development centre in a

European country than in India, mostly because of cultural reasons” “In

Eastern Europe, education levels are higher than in India. They also have a

strong tradition in fields such as engineering and mathematics.”

CEE offshoring landscape

The CEE region remains one of the most lively and vibrant software

development markets. With its constant economic and technological growth

and a high level of computer education, it is the number one place to look for

IT talent for many businesses worldwide.

A combination of a high technology adoption rate, a good understanding of

the western culture and a rapidly growing pool of highly-skilled IT specialists

galvanize the region’s competitive advantage as a technological melting pot

for the rest of the world. Eastern Europe is home to some of the best countries

to o�shore software development.

Relatively low costs of living and sustainably growing economies combined

with a convenient time-zone location halfway between America and Asia

make it seem like a perfect IT o�shoring destination.

So, which European countries stand out as go-to markets for demanding

clients seeking IT services?
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Poland, the largest IT talent pool

According to AT Kearney, Poland is the most attractive European country to

outsource your IT work. Based on the evaluation of three key indicators -

financial attractiveness, people skills and availability, business environment -

Poland was given the highest total score among all European countries. It also

has the most stable economic situation of all of Eastern Europe, which makes

it a reliable environment for long-term collaborations.

Source: AT Kearney

11



Startup Development House
Top European countries to offshore product development team

Poland is also one of the fastest-growing economies in the region with the

largest working population of people under 34. The IT services market in

Poland exceeded $4.6B with a CAGR of 5.9%. The number of the country’s

software developers is almost 280.000 with some 15.000 computer science

graduates entering the job market every year.

Polish developers are not only numerous but also highly-skilled. According to

HackerRank, Poland has the 3rd best programmers in the world.

Source: HackerRank 2016
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Additionally, Tholons ranked Poland 9th in its top outsourcing destinations

report from 2016. Krakow and Warsaw being the main hubs for software

development companies.

Poland is also seeing increased investment in R&D activities financed by the

private sector. Global players such as Google, Siemens, Intel, and McKinsey

have opened R&D departments in Poland.

Ukraine

Ukraine has grown to be one of Europe’s largest and fastest-growing IT

services hubs. It has become the region’s leader in terms of the growth of the

software development sector. Only in 2018, the software development market

in Ukraine grew by 19% and the progress is steady over the years.

Ukraine has a very strong IT services market. A talent pool of more than

180.000 IT professionals working at 1600 companies providing

software-related services ranging from fintech, through healthcare to

telecom gives Ukraine a strong competitive advantage over smaller and less

diversified countries in the region.

Similarly to Poland, Ukraine hosts R&D centers of more than 100 international

companies from a wide selection of industries. Software, e-commerce, and

gaming are among the most popular with companies like Samsung, Apple,

Microsoft,  Boeing, Wargamer, and IBM running their R&D there.

Ukraine has been gaining more recognition in market reports carried out by

recognizable research houses. Gartner placed Ukraine among its top 30 IT
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o�shoring destinations worldwide and among the best o�shoring options in

Europe.

Romania

The third-largest CEE market for software development services o�shoring is

Romania. The country’s IT industry boasts an annual growth rate of 15% and

employs more than 116,000 IT specialists. Export of software development

services is especially important for the country’s economy amounting to 1.9%

of Romanian GDP with the whole IT market reaching a value of $4.5B

annually.

Having joined the European Union over a decade ago Romania started to

become increasingly attractive to global companies such as Huawei,

Hewlett-Packard, and Gameloft who moved parts of their software teams to

the country.

Romania provides a large talent pool while maintaining cost e�ciency and

open borders of the EU making it a promising place to look for a tech partner.
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Due diligence

How to choose the right tech partner?

When looking for a software development company to work with on your

product the tech stack choice is not nearly enough to make an educated

decision. Of course, it can be a dealbreaker when a company doesn’t code in

your dream technology, but there are several factors that can make or break

the whole collaboration. So, what are the key decision-making factors to

consider?

Check their previous work

Whenever you first stumble upon a new company during your research, one of

the first steps you should take is going to their

portfolio. Take a look at the projects they’ve done,

the design style and quality. Are there any projects

similar to yours in terms of industry or product

type? Are there any projects similar in complexity?

Do you know any of the brands or products

mentioned?

Take a careful read of relevant case studies (if there are any) and look for

testimonials from clients. If there are no testimonials on the website, make
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sure to check 3rd party platforms such as Clutch to see if there are any reviews

of the company’s work to be found. Clutch reviews require a lot of e�ort from

the client, so if there is a review, the client must have really wanted to leave it

there. It tells a lot!

If internet research fails, just ask the company if they’ve done any projects

similar to yours or if they can share some references. Often times software

companies focus on the core of their business and neglect their portfolio

updates - they’re just too busy doing their work!

Ask about the team setup

First of all, ask about who will work on your team. Obviously, there will be

developers. But is there a project manager? A product manager? What’s his

scope of responsibilities? WIll there be quality assurance specialists on the

project? What about designers?

It’s important to learn what you’re getting into in terms of supervision,

ownership and the team’s ability to work without constant supervision. A

project manager will be your main point of contact with the team, but every

company has a slightly di�erent approach to the proactiveness of the PM and

their range of responsibility. Make sure it matches your expectations - the

more independent the PM, the more time you have to focus on the business.

Check what planning tools the company uses. It is important to track all the

tasks along the process and make sure the team is on the timeline and on
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budget. At SDH we are fans of Jira, it helps us organize the project board and

assign each task to the correct team member.

And, to keep everybody in the loop, good communication is key. Does the PM

communicate clearly? Through which channel do you establish

communication? Is the technical language a barrier? Is all the necessary

information shared on time? Channels like Slack are usually chosen by

software development companies to communicate with the client. The PM

must take care of a good communication clarifying important topics on email

but keeping in touch as much as needed on Slack or other similar tools. And on

this, the company culture and values have an important voice - remember you

are looking for the perfect fit.

Project management

The culture and project organization of the company might influence your

decision too. A predefined structure and

methodologies will give you a hint. One of the

most popular methodologies in those

companies is SCRUM. With an accelerated

performance, the division of the product in

backlogs results in an increased return on investment, due to the partial

product launch at the end of each stage. At the same time, each backlog is

tested, so the bugs are less present the final product hits the market.
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A clear communication, ongoing involvement of the client, and budget

optimization are the strengths of this methodology.

Developer skills and QA practices

You have a clear idea of the application you want to build and the language you

want to use. Check the company portfolio and make sure they have used the

desired programming language before, or if they have a team capable of

learning and using it. Get a first development estimation based on your needs

and make all the necessary specifications at the beginning. Workshops are a

plus to get a full estimate of your project - developers estimate time and cost,

and PMs approve it.

Your goal is to get a final well-developed product without bugs, so make sure

the company has a quality assurance team that tests each backlog of the

project and approves it as bug-free.

Security Testing

Though it is not so common, study the possibility of having future

maintenance support after the product is launched. The team you had on

board knows your product best, so they’ll be able to test and solve any future

bugs quickly and e�ciently. Similarly, security is a star concern. With the new

GDPR law and intellectual property rights, it’s necessary to define who the

owner will be after the product is developed.
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Flexible team setups

Make sure the company you’re in talks with is ready to adjust the team setup

to your needs. Every project has a bit of a di�erent set of required skills. A

good development company should be able to adapt to the situation and work

with product owners from di�erent backgrounds and integrate with other

providers.

If you have a project management background and want to have more control

over the process, the team should be able to work with you directly. If you have

a CTO or a full in-house team delivering your proprietary technology, the

development company you choose should be able to collaborate with them and

work on the project together.

The next chapter presents case studies from our company that show di�erent

ways a product development company can integrate with the client.
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Team setups

Renting developers

The first setup you might be o�ered is a team of tech specialists - developers,

testers, designers - at your service. In such a case, it is up to you to manage

the whole team, organize the communication and make sure everything is

delivered on time. The team follows your lead.

It might be a great option for product owners with a very hands-on approach.

If you have experience in product or

project management and want to build

or improve your product, but not spend

time recruiting tech talent, this might

be the path for you.

However, it is important to stress that

there are risks involved in such

collaboration. First of all, as harsh as it may sound, you may not be as good of

a project manager as you imagine. Software development is a very specific

area where experience in this particular field is very important for the success

of the project. So before you decide to go for it make sure you feel confident in

your abilities.
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Another serious problem is the potential conflict of approaches between you

and the team. Companies might be willing to let you manage the team

yourself, it’s money for them after all, but it doesn’t mean the team will be

willing to work the way you want them to. Working with the same PMs on

multiple projects creates habits and expectations towards the project. And

sometimes, as much as they want to be professional, developers might have a

hard time adjusting to a new way of doing things imposed by you in the role of

a PM. Sometimes, the feeling of control and potential cost savings might not

be worth the quality loss due to internal conflicts so make sure the company

you choose has delivered projects in such a setup before.

Independent product team

A more hands-o� and more popular approach is a dedicated team setup. This

scenario means that all you have to provide is the initial briefing and

requirements about the project and product ownership during later Scrum

development. Other than that, the team is capable of working independently

and delivering your product from design, through development, all the way to

testing and launch.

The pro of working with an independent team is that you can focus on

business operations while the team builds the product for you. They can make

the best use of their time and work in their own rhythm. Having all the

product competencies on one team ensures a better flow of information and a

better ability to pivot between sprints. The developers can always consult the
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designers when in doubt. The designers can make quick adjustments when

such a need arises. And the QA team can be present from the very start of the

design phase to ensure a smoothly working app.

The main con of such a setup is that you need to entrust the company of choice

with your product’s future and that may hurt you if you don’t choose the right

partner. Make sure to learn what experience the company has in delivering

projects independently, check out their case studies, reach out to their clients.

Generally, make sure your project is in good hands.

Team augmentation

Team augmentation is probably the least common way of o�shoring software

development and/or design. It may, however, be very handy under some

circumstances.
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The concept of augmentation is fairly simple. You already have an in-house

product team, but you need to quickly put additional workforce on a project.

Be it a quick redesign of a minor feature or catching up with your product

backlog right before an important lunch or milestone. These are

time-sensitive projects where you don’t really have time to run the

recruitment process, you just need some short-term support.

You may go on the market in search of freelancers to boost your team’s

velocity but hiring a company instead may bring a lot more to the table. If

you’re not satisfied with the work or your requirements change with time, it is

much easier to replace a team member when you have the company’s whole

headcount at hand. There’s no need to look for another freelancer, you just ask

the company to find the right expertise among their employees and you’re all

set.

And when the project is over, you’re not bound by an employment contract

and can adjust your spending as you go. It may seem a bit costly at first, but it

can really boost your project while maintaining agility.
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Conclusions

O�shoring software development has become an integrated part of the digital

business landscape. It is a rapidly growing industry with new markets

stepping into the limelight every year. Right now, from the perspective of the

USA, the best o�shoring destination seems to be Eastern Europe.

With its large highly-skilled talent pool, favorable time-zone situation and

western culture it is the melting pot of various digital services providers

working with international clients around the world. It is the go-to R&D

destination for the largest tech companies in the world, but companies of all

shapes and sizes can find a provider to suit their needs and requirements.

The wide choice of providers makes the choice a challenge. It is important to

have clear requirements and decision criteria to be able to quickly narrow

down the list to a manageable size and then go into a more detailed due

diligence process to find the right company.
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