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Forward

If you have any questions while you are reading this book, please do not hesitate to contact me.
You can reach me via Twitter: @hugomesser.

If you do not have a specific question but think we should talk, you can send me an email at
hugo@ekipa.cocallme at +3165423070®r reach out to me on Skype (user name:
hugomesser).

We welcome any suggestions or feedback for further improvement. If you are interested in the
upcoming eBooks or are an experienced practitioner who would like to contribute your
knowledge, please email me.
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Introduction

When | started offshoring software projects

thought the success or failure of distributed development depended largely on how the work was
organize® and | still believe that process is important. It matterssiderably whether you use

a waterfalllike method or an agile method. It matters how well everyone is aligned and
understands O0the way we wor ko. However, | a
and not process. If you have great pepghtey will figure out a way to make things work. If you

have a great process without good people, the output will be less than what is possible.

In the software industry, many projects are executed in {laxlstyle: the onshore team
spends several ga determining what should be built, describes and documents the
requirements, and then sends the documentation to the offshore vendor. The offshore vendor
makes a big proposal, and after some negotiations, the project scope, planning, price, and
deliverydates are agreed upon. Then, something happens in the black box, and on the delivery
date, something is shipped to you (hopefully). In this model, you have no influence regarding
who works on your software or how they work on it. Hence, you have no con&owhat will
be produced, and in most cases, your expectations are different from what you receive.

You need to 6éopen up the black box6. The
is people. Requests for Proposals (RFPs) do not showpebpte work for a vendor, so you wiill
need to visit them. I have noticed that the

selection and invest time in picking the first offshore team members. By interviewing and testing
each team member, théearn what types of people the vendor employs as well as what they will
need to pay additional attention to. Using this information, you can systematically send more
work offshore.

This book shares the insights of seven industry experts with regas@htaging people
remotely. In the first chapter, Darel Culle

Mas|l owds pyramid of needs to offshore teams.

to motivate each individual in your remote team.

Int he second chaptesSuppdHdowi ng Ceaat &€ Na c 8 KF
experiences with building a remote team from scratch in the Ukraine. He takes us through team
growth, dayto-day collaboration, having fun, and giving the team full accoliittab

In chapter three, | take you through the differences between managing a local team versus a
remote team. Oscar Halfhide explains how relationships are the cornerstone of outsourced work.
He developed a framework for soft versus hard control, aovgrsus trust, and building true
relationships that deliver value to both partners.

I n his chapter, fAMaking Distributed Teams
Tath shows us how important it is to build emotional connections in real lifeeetilie team
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members. How do you build trust among dispersed individuals, how do you imitate colocation,
and how do you control what is accomplished?
Anneke Kellerbés chapter, AfOut sourcing and Different Generat:i
different perspective to demonstrate how generational differences influence offshore
collaboration.

In the |l ast chapter, fGet thixegperiencésovithi ndi a, 6 Martijn Leliveld
building a team in India from the ground up. Martijn lived in both India and the Netherlands,
moving back and forth so he could dive deep into Indian culture to fully understand what drove
his team members. Based on his understandimgultivated a team over time that delivered the
results he was after.

Hugo Messer

Back to Top
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Chapter 1: How to Motivate Your Team
Written by Darel Cullen

Motivation is an incentive that makes us achieve a goal and shapes our thoughts and actions.
Managers must be fully aware of this extremely crucial fact. Whether working with remote or
onsite teams, one of a managenbelssemkirmotivatedl es i s t o make sure th
When team members are well motivated, staff turnover and absenteeism decrease; productivity,
innovation, and profitability increase; and the working environment and cooperation improve.

Masl owds Hierarchy of Needs

What motivdes us? Generallyand irrespective of cultudepeople have the same basic

needs, but individualsé motivational needs may vary. To expl a
many di fferent theories havef abceteonr ptrhoepaoysye, d Mauycohd sa st hHeer zber gbs
of moti vati on, and Masl owdés hierarchy of needs. Masl|l owds hier

presented as a pyramid(as shown below) and suggests that Buimaislition to their basic
physiological and safety neéilsieed to feel a sense of belonging,-esiéem, and self
actualization.

Self
Actualisation
Creativity
Fulfillment
Pursue Inner Talent

Self-Esteem
Achievement, Mastery, Respect
Recognition

Belonging
Friendship, Family, Partner
Safety
Security, Stability, Freedom from Fear
Physiological
Breathing, Food, Water, Shelter, Warmth

Ay



Maslow claimed that, once a level of needs has been satisfied, it is no longer a motivator.
Therefore, according to Maslow, staff members can only be motivated by achieving the next
level of needs in the hierarchy. Suppose a team member receives anexdalgugtand feels
secure at work, raising the pay may not motivate that person anymore. Managers will have to
find a way to satisfy the next higher level of needs. Employees will want to feel a sense of
belonging, and they will need to feel that theireanbrs are useful and meaningful. In addition,
employees will need enough creative freedom to achieve their goals and should not only feel
challenged, but also be given the chance to develop their skills.

Not paying enough attention to these needs cahtleteam members feeling unmotivated,
which is one of the main causes for failed projects, high staff turnover, and lost knowledge.
Therefore, employers should go the extra mile to understand the needs of their staff. Eventually,
a motivated team conttibes to a happier and mepeoductive working environment.

Based on my experience with managing remote softdevelopment and test teams, here
are some suggestions for building and maintaining staff motivation:

Level 1: Safety

Ensure secure and &able working environment. This may seem obvious, but people
cannot be motivated if they are living in a state of fear. In some areas of the world, a high level
of security with regard to crime and corruption cannot be found; nonetheless, make sune that yo
investigate methods for establishing a safe workplace and obtain help from local experts. Some
years ago, one of my staff members had to be hospitalized after being attacked by a gang when
he left work. Back then, our office was located in a danger@asdirthe city. We took this
incident very seriously and not only moved our site to a safer area, but also provided excellent
health insurance coverage for our staff.

Ensure that you have clearly established and strictly enforced policies with repaedtio
safety, and ethics for your remote teams so that there are no gray areas that may cause issues
later.

Perform market analyses and lesfels of pay and benefits that meet the needs of your
staff to provide them with the stability and securityytmeed If your goal is to attract and retain
the best staff members, then you should consider paying above the market average and offering
benefits that competitors in your area do not offer. Reward staff members for their efforts, but be
aware that varyig cultures value benefits outside of salary differently. Observe and compare the
rewarding actions of other companies in the same area so you do not miss specific conventions
and insights.

Level 2: Sense of Belonging

Staff members need to feel ashéy are crucial parts of not only your company, but tidso
team. One way to guarantee this is to set up endaghto-face meetingghat let employees
build personal relations across sites. Video conferencing is the skesnhsbolution for creating a
sense of belonging when fate-face meetings are not possible.



Regarding offshore development, do not cut corners when allocating travel budgets. Inform
all your team members of every ongoing project as well as other aspects that may not directly
affectthem but still be of general importance. Of course, sharing insights with your team
regarding the status and development of the company is another essential factor.

Furthermore, ensure thatfshore staff members are always treated the same asliouse
staff membersare Cr eating this balance is easier in a fAcaptivedo offsh
ours: our team only consists of permanent employees. Successes should be celebrated together,
so be sure to schedule enough time and allocate enough of yoet buggrform these types of
activities, as they help forge stronger bonds among team members. Try to create a positive,
supportive, and competitive environment. Most of us are competitive to varying degrees, and
occasional friendly competition can helgiaase motivation.

Make sure that yoget to know your staff members individually and that you
understand what best motivates eactKnowing each member well, as well as his or her level
within the hierarchy, allows you to set goals according to indiVidbiities. When you have
large or multiple teams, you will need a local manager who can oversee this task.

To cultivate a sense of belonging, ensure that your employegwsaleed in the decision
making processandencourage them to come up with idea Onsite managers should also
Il isten to and consider offsite employeesd ideas. One met hod f ¢
oneon-one meetings with the offsite team and arrange an idea forum. As an extra incentive, you
can add activities or awardsreward ideas. Offsite employees may have excellent technical
ideas; hence, they should always have access to an open channel for expressing suggestions and
innovation. We especially appreciate this input, as it helps further the development of our
producs and services.

Design a longerm strategic plan for developing the organization, monitor this plan
constantly, and avoid making too many rapid changes to the strategy so the staff members still
feel a sense of belonging. In addition, monitor staffduen rates, since a turnover rate that is
too high or increasing too quickly is often an early warning that your team is not motivated
sufficiently.

Level 3: SelfEsteem

Ensure your staff members know they are appreciated. Of course, this impliepdiding
well but also means receivimgrbal and visible appreciationwhen they have done a job well.
Ensure that this appreciation reaches the person or team that has done the job and that everyone
in the organization knows about the great achievementlaaswshich team or person made it
happen. This costs very I|little but can have a great i mpact on
motivation.

Giving your employees youull attention and actively listening to themwill increase
their selfesteem. Whereas, igmiog them will not only discourage them, but also make them feel
devalued. Logistically, it can be tough to dedicate a certain amount of time to informal meetings
with all the remote staff members, which is why you should carefully plan your schedule to gi
remote employees a chance to share their views. Onsite managers should also be approachable
and actively listen to remote staff members, both online and in person.



Try not to overuse appreciation so that it loses its meaning. When you give sométve pos
feedback, it should really mean something and hold value.

Level 4: SelfActualization

Staff members usually attemptdevelop expertisén the areas in which they work as well
as in the areas they are interested. As a result, they should behgivehance to develop
themselves and enhance their knowledge to a level that makes them experts in their chosen skills.
If your staff members are not challenged appropriately, they can rapidly becanwidated.

Financially, it is more profitable four team members become experts in their areas. By
providing a verytransparent career path,both technologically and managerially, your team
can easily progress along their career paths. No doubt, this may be less complicated to
accomplish in a captive adel compared to an outsourcing model. Hence, in the beginning of the
collaboration, it is crucial to clarify the methods by which your partner company intends to
develop its staff so that both organizations benefit from this career development.

Keeping your staff members challengeds another key factor for motivating the team. The
challenges or goals should vary in terms of difficulty and effort to match individual
performances and skills. This implies that you nseststretch goaldor your superstars
occasionally and provide an added bonus when they actually pull them off. If you visualize not
only the goals, but also the progress that has been achieved to reach these goals, team members
obtain better ideas of what still needs to be done. Burn doanmtscére good tools for this.

Sometimes, it may be difficult to motivate people to work on rmouedane tasks.
Therefore, you should alwagennect each task that the staff is working on with not only the
overall success of the companyut also the custme r s® requi rements that must be met. One
way to succeed with this is to ensure that your empldyé&eduding remote staff membérs
meet your customers personallyand see firsthand how the products they develop are being
used. This experience is benefidial both customers and developers. In our case, bonding with
customers is quite easy, as our products are globally distributed. Even in ouemaotg
locations, one can find end customers.

Run smaller workshops where mareperienced staff members caducate the rest of the
team about new technologies or new development methods. Send the staff to conferences and
trainings to support personal growth as well as the organizati

Another important aspect at the level of satfualizations to provide ambitious employees
a certain amount dfeedom to make decisionsmeaning that you give your staff members
enough freedom to meet their goals in their own individual ways. Micromanaging every capable
staff member is less productive at theisel; give your stafa chance to innovateand find new
ways to solve problems.

Motivation is one of the main influences on an individual 6s
motivated employees are willing to enhance their own methods of working, produce higher
quality work, and are more efficient. It is always worth introducing and applyirig bes
management practices to bring success to your company through its highly motivated employees.



Managing remote teams might be challenging, but if you consider some of the suggested
techniques, there is no doubt that your remote team can be as motivaded assite staff.

About Darel Cullen

Darel has extensive experience with the software industry in many different industry
sectors,including nuclear, space, air traffic control, and industrial. He currently serves as Director
of R & D atVolvohandelns Utvecklings in Gothenburg, Sweédercompany that develops
software for the automotive industry. For many years, Darel has been responsible for global
software development. He enjoys bridging cultures and creating effective softwareBeakns
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Written by Nico Krijnen

A Day at the Beach

, & g e e frameegy
It all started a few years ago on a sunny beach in Barcelona. Our salesman and | had

attended a business event. We were promoting

that we had fabricated. The reactions were so good that we felt this wastthedséble

direction for the future. Relaxing on the beach before our return flight, we drew up a small plan

to present to the company owners. We wanted to convince them that this product had to be

developed. The market was screaming for something fsestething that could break free from

the limiting technology that currently existed. We knew this meant that we had to build it from

scratch, focusing on an intuitive user interface backed by aggigfbrmance system.

Searching for Manpower

Although capable, our development team alone was insufficient for pulling off the colossal
task we had set. The fitstand most obvious thing we tried was finding new people in the
local market. However, we were unsuccessful. The job market back then was varyjttozg
difficult to find skilled people, and when you did find them, the wage they demanded was too
high for our small company.

We made contact with people abroad and initially discussed and investigated the possibilities
of hiring developers in Malaja. However, language and time zone differences made us hesitate.
Their proposed method of working was for us to send detailed functional and technical designs to

a

prototype

of

=



them that they would then build for us. Unfortunately, that was not going to work for what w
had in mind.

This project required us to build a system from scratch with new and largely unknown
technologies. This meant that we would not be able to create a detailed design beforehand;
rather, we had to gain experience while building. It also nteahtve needed flexibility to make
decisions or change them quickly when necessary. We needed developers who could collaborate
with us, people who could come up with their own solutions and argue with us when they
discovered weak points in our designs afedhs.

An Unusual Job Interview

Normally, when you hire new people, you read a few resumes and then invite the most
promising candidates to speak with you personally to gain a greater understanding of what each
person is like.

When you work wittpeople who are 1800kilometers (about 1100 miles) away, this must be
approached differently. The first part, reading the resume, is identical regardless of location.
Nowadays, you receive most resumes 4ogagl anyway.

My first interaction with our poteral colleague in Kiev was through Skype. By then, | was
quite comfortable using Skype because we had already been using it to communicate with many
international contacts who were selling or using our software. On the contrary, it was my first
experience ding a job interview without seeing the applicant in front of me.

With Skype, you only hear a voigeat times a bit crackly and distorted, depending on
whether Skype is cooperating. In a sense, this provides a very fair conduit for interviewing
someone, écause you can only judge candidates by what they say and not by how they look. It
is somewhat like the TV showhe Voiceuntil the judges choose to take them in and coach
them, they can only hear the people auditioning but not see them.

The interview went very well. In addition to excellent technical skills, Alexandra (the
candidate being interviewed) had a clear vision for how she could work with us. She clearly had
a strong will and warned me that she would not hesitate to tell usshieaetisagreed with us on
a technical aspegtexactly the person and collaboration | was looking for!

Winter in a Cozy Attic

One key element made all the difference in overcoming the distance. When we started

designing and building the first parts of our new product, Alexandra was right the\%.t\h‘for [cOmmented [Al: I's it the same

week periods, she flew over and joined us in our office: a cozy atiiean Italian restaurant.
We brainstormed and collaborated to build the complete foundation of the new software
system. This facéo-face cooperation allowed us not only to establish a shared vision, but also to
get to know each other on a personal leaowing what interests people, how they think, and
how they express their opinions is invaluable. It also provided a great way for her to experience



how the people in the onsite team approached one another. We were always a small independent
team pursuig a challenging endeavor. Communication was very direct and allowed plenty of
room for fun but revolved around an amazing dedication to the project we were undertaking.

When we were not busy designing, we had long talks about the cultural differetveesrbe
Ukraine and Holland. It was interesting for all of us to learn more about how one another lived
and how our societies worked differently. Through some connections, my boss arranged an
apartment for her in a lovely area of Amsterdam, giving hergpertunity to explore and
experience our country and culture during the weekends.

Since then, we have only heard each othero6s voices most of
those two weeks getting to know each other in person made a big differencéléaalra
was back in Kiev, the cooperation was smooth. Everybody had a clear understanding of what to
expect from one another. It also helped us to have someone in Kiev who shared our vision and
ideas on software development, making it easier to expartéam there.

We did encounter one problem though: everybody in Ukraine seemed to be nantedilex
at least the ones with whom we worked. However, it was apparently quite acceptable, when
converting names from Cyrillic to Roman, to use various spellirs. all for a pragmatic
approach, so to prevent any confusion between Alexandra and Alexander, we agreed to write the
latter as Oleksandr. This quickly became Olek so we could avoid misspelling it. Later, our team
was reinforced with Alex, Aleksey, andeandr. Luckily, they already called the last one
Sasha; otherwise, it would have been confusing again.

Managing a Remote Team

We now have six developers working with us in Kiev, Ukraine, which is about the same
number of people we have in our lbteam. Managing and leading a team of developers is not
something | learned in training or from a course. | learned it on the job, making mistakes along
the way but eventually achieving satisfying results. This is probably one of the best ways to
learn.

My management role started about a year before the new product was initiated. | was asked
to take over leadership of our small development team because of my technical knowledge and
experience as a developer. The inclusion of team members from abroadenasny tasks. To
accomplish this successfully, | tried to use the same principles | had been practicing before.

| am a very practical person. Theory can be a good base, but | am convinced that you learn
best by doing it yourself, making mistakes, #aatning from them. When | obtained the lead
role,l studied some management theory. One thing that stayed in my mind most clearly was the
theory of situational leadership, which assumes that there are various ways to manage people. As
a manager, you have adapt your style of leadership to the personality, skills, and experience of
the person with whom you are dealing. That made absolute sense; after all, everybody is
different.



Nurturing Growth

The goal of situational leadership is to motivate your people and help them grow in their
independence and selbnfidence. With less experienced people, you must provide ample
instructions so they understand exactly what it is that you want them tov@oth®m room to
make their own mistakes and make sure you monitor the results so you can help them improve.

As people flourish, your leadership style changes to coaching. Eventually, you will become
equals, and thereby, your teammates will most ofterbleeta manage themselves. They will

only need your attention as a team leader occasionally, which provides you with enough time to
instruct new recruits who join the team. Even better, the more experienced team members can
then help with training new redts by managing their own sttbams.

An important aspect of challenging people or a team to grow is to give them responsibility. |
experienced this during the internship at the start of my career. On my first day at work, the boss
took me along to talklmut a new project with a client. Entirely unexpected and without
warning, he informed me that he was going to let me do all of the talking. That was a huge boost
to my selfconfidence. Being trusted with such responsibility makes you take your work very
seriously. It brings out the best in you.

Another excellent way to motivate engineers is to give them interesting and challenging
assignments. Given the advanced technology we use, and the complexity of the problems we try
to solve through our producthis has never been a problem within my team.

Applying this to managing a remote team is, in a sense, similar to managing a local team. It
is important to realize that you are working with individuals who are at their own levels of
experience and have thewn personalities and cultural backgrounds. Whether local or remote,
it is crucial to provide new team members with ample instructions. Another important step is to
give people more responsibility as they gain more experience. Doing this with youe tearot
members may take more effort. You cannot just talk about things at the coffee machine or during
lunch, which makes it more difficult to determine who needs your help the most. Be aware of
this and schedule extra calls to discuss things when ndentgdng at how our team operates
now, we are not two separate grodipse are one team. Aside from distance and a few minor
practical aspects, there is no real separation between local and remote teams.

My personal experience, combined with the theonyitahtional leadership, helped me take
my team on this journey. It has led us to not only grow in size, but also become more and more
productive and professional. It is very satisfying to reach a point where you feel confident that
you only need to provideccasional guidance to the te@amather than worry about whether
everything will go righd because you know they are fully capable of managing their own
activities.

Staying in Touch

When half the team is working remotely, it is much more difficukeep track of what
everybody is working on. Especially in the first few years, this did not always go very well.



Being a small team meant that everybody had to perform additional tasks aside from
developing software, including things such as giving ptbdemonstrations to prospects,
handling support questions, writing documentation, and maintaining our website. Additional
tasks such as these tend to make it easier to lose focus. We have prevented most of this with our
remote team members, allowing th&arwork solely on developmental tasks. In addition, |
preplanned and prepared for a few weeks so that everybody knew what to work on. Sometimes,
we did not have contact with our remote team members for weeks at a time.

Infrequent communication is a hugsk. We were lucky that our remote team members
were experienced and could work well on their own. However, a couple of big dangers
associated with rare communication are that team members could develop something incorrectly,
or they could become stuck arproblem for too long without asking for help. Not discovering
these factors for a week or more causes precious time to be wasted. Insufficient contact will also
lead to decreasing involvement in the project.

Communicating Daily

Nowadays,wehold ai | y-up 6t mpedti ngs, part of the Scrum software develc
methodology that is widely practiced and accepted. During this meeting that lasts no longer than
15 minutes, every team member briefly describes what he or she is working on. If anyone is
stuck on a particular problem, another team member is assigned to help him or her resolve it. The
entire team is always present at this meeting; people working from home or remotely attend the
meeting through Skype.

This small change in how we work has madhuge difference. Every team member is up
to-date regarding what the others are working on, and this helps create the feeling that we are
doing this together. Another advantage of this meeting is that you can quickly take action if there
is a problem oif someone goes ocffack.

The daily contact lets you profit from one other important benefit: it strengthens the bonds
between team members, both local and remote. In turn, this makes it easier to work together; for
instance, it lowers the barrier fasking questions. | enjoyed experiencing how the team
recognized this and took it a step further by taking the initiative to set up a Skype chat that
included all the team members. When any of the team members had questions or comments, they
would post then in our chat session, and thereby, share them with the entire team, ensuring that
everybody stays utp-date.

Having Fun While You Work

During our daily scrum meeting, it often takes a few minutes for everybody to connect via
Skype. While waiting, people make small talk about personal matters or remarkable events. You
learn things about your colleagues that you otherwise might have missed.

| remember someone mentioning that a snowstorm was flooding Kiev with-dester
snowd something we can only imagine in Holland. That immediately prompted concerned



responses about whether they could get home as well as suggestions that our teamimembers
Kiev work from home the next day to stay safe.

Another example is the laughter triggered by the occasional train that thunders through the
speakers as it passes close by our New Delhi software testing center.

Having fun together boosts personal emht The key here is the involvement with one
another on not only a professional level, but also a personal one. We are all human. When you
work with trustworthy people whom you know care about you, work is so much more pleasant.

Widespread Involvemert

Our software is sold internationally through a network of certified partner companies. A few
years ago, we organized our first big event, providing commercial and technical training for
these partners. Our Kiev team members also attended the evett alibnived them to feel the
level of enthusiasm and professionalism with which we were marketing and selling our product.

They had the opportunity to interact directly with the community members surrounding the
product. In addition, they received diréeedback and appraisal regarding the software they had
developed. This experience has provided everyone with broader perspectives regarding why we
build the software the way we do and how we make decisions about which features to
implement.

Welcoming New Development

About a year ago, WoodWing bought our company. They recognized the potential of the
product and knew they could propel it to the next level by adding their marketing power,
dedicated sales, support teams, and a widespread networked gkiilementation partners
acting in local markets.

Our original team is now integrated into the WoodWing organization. We are able to focus
more on software development without the distractions caused by additional tasks that are now
handled by dedicatedepartments. Our Kiev colleagues are still with us as well, and we even
expanded the team to increase its development capacity. By now, most of our Kiev team
members have visited the new office. They are becoming familiar with everybody onsite as well
aswi th the attitude in our company, similar to Alexandrads ini

When we joined WoodWing, they were already using a test center in India. Several testers
are now working with our team to test the software we have built. Thevevayork with the
testers in India is quite similar to how we collaborate with the engineers in Kiev. Testers take
part in the daily standp meetings to provide updates regarding their statuses, and they join the
Scrum retrospectives to provide feedbaclhow we can improve our development and test
processes.



Lessons Learned

In hindsight, a few things that have been important in forming ourfueditioning team,
both local and remote, include:

1. Active Involvement: Do not form separate local andwete teams, but rather, make
people in all locations feel like part of one, cohesive team. Techniques such as Scrum can help
ensure daily contact.

2. Ample, Clear Instructions: Give people responsibility, provide them with clear
direction, and help them groindividually.

3. Similar Treatment: Whether working with local or remote team members, they are
individuals. Spend time getting to know each one of them personally. This may take more effort
with remote team members since you have fewer opportunities for informal contact. Therefore, it
is ciucial that you find opportunities to communicate informally, tell jokes, and have fun.

| am still amazed when | recall what we have accomplished throughout these years, starting
with a small prototype and creating a successful product from nothingndsidint, it was a
crazy undertaking. No sane person would have thought that such a small team could accomplish
such an enormous task.

It was a very exciting timé feeling small against unknown competition. Being the underdog
suited our small, resourcefidam. Now that we have grown and become part of a larger
company, we still apply our startup mentality. Like a bunch of keyboard cowboys with wild
ideas, we continue to develop innovative solutions.

New challenges surface occasionally, and | look forwameeting them heaoh, knowing
that I can rely on my teadnboth local and remogeto solve any problem that is thrown our
way.

About Nico Krijnen



With over 12 years of experience in building content management and digital asset
management sdfions, Nico was one of the initiators of the Elvis DAM product. He has been the
driving force behind its innovative architecture, and after joining WoodWing Software, he has
continued to lead the Elvis DAM engineering team.



About WoodWing

WoodWing Software develops and markets a premier;effisient, multichannel
publishing system, Enterprise, as well as the-gexieration digital asset management system,

El vis DAM. WoodWingods solutions are aimled at magazine, newspaf

corporate publishers, agencies, and marketing departments to reach their goals for quality,
economy, and timé-market.

WoodWi ngds publ i s hdiinclgding thesetiteridmandgemerg r pr i s e
application, Content Statiéncoordinates and streamdis the process of creating, managing, and
publishing static, dynamic, and interactive content for all media ch@npeilst, web, social,
smartphone, and tablet. Elvis DAM enables users to securely store and efficiently manage the
increasing collection ofich-media files.

WoodWing Software, founded in the year 2000, has its headquarters in Zaandam,
Netherlands and has regional sales offices in Europe, the Americas, and Asia Pacific. Customers
are served locally by over 90 selected partnersin morettan Xdountri es. WoodWi ngods
longstanding relationship with Adobe as a technology partner and its close cooperation with a
|l arge number of other technology vendors worldwide confirms
the leading suppliers of publishing software.@/ing is a privately owned company with all
founders actively engaged. Additional information regarding WoodWing's products and services
can be found atww.woodwing.can.
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Chapter 3: Is Managing a Remote Team Different From Managing a Local
Team?

Written by Hugo Messer
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I am currently writing o0k about managing remote teamnsd | engage many experts
from around the world to write about the best practices for offshoring and nearshoring. | recently
read an interesting discussion on Quora regarding thagearent of distributed teams, and |
lovedVenkat eshy: Raods repl

This is a huge topic and hundreds of people weigh in every day with thoughts ranging from
booklength to tweesized.

| have read far too much of it. For a long time, | took the topic seriously and looked for

substanti al i deas, model s, and theories. I found
either. So | concluded: 99.99% of things written/said about this topiccanplete dreck.

Herebds why.

Managing distributed teams is a subdiscipline of managing teams of any sort to begin with.

Most people who ask or try to answer this question skip the more basic step of becoming
good at management first. Most of them arelier at it.

So faceto-face or distributed, they fail. But if the situation happens to be distributed, there
is a convenient situational factor to blame.

People management involves a dozen difficult psychology problems. The fact that a team is

fidi stributedo is basically irrelevant. 't is jus
much like limited budgets, annoying executives, depressed reports, idestapm

members, bad software, and so forth.

I f youdve |l earned to t hi roklpaytoolimanageangnt,ar ound al | t
fidi stributedod is just another |l ogistics problem
or new about it.

So why ha this topic attracted so much attention in recent times?

Two simple reasons:

First, thereds a | ot more of it happening, with
I f theredéds a | ot of something haagqgfladyi ng, it must

Gaga going on right now, so she must be important.

Second, a lot of people have tools and technologies to sell that solve technical logistics

problems (hearing the voice or seeing the face of someone on the other side of the world).

One wayto sell these tools is to talk far too much (and way more than necessary) about

the supposedly Auniqued problems of managing wit
In my experience, given 2 unique peaplenagement proble@done faceto-face and the

other distributed if you assess the top2problems of each team, the chances are very low

that being distributed (or not) is actually a causal factor. It is simply an irrelevant variable

most of the time.

I mean,

think about it. The Rmkingwittcahi | d br ot her s
Aidi stribut o] ett

n
ed teamo that ran entirely n |

none. And |

t anot her si

he other age
to sol ve Th
mobile and v
be i mportan

hout these t

ran most of
and couriers
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problems of distributed teams? Cardinal Richelieu ran a formidable spy network across the
continent. Did he worry about how managing through invisibleniak different from
managing face to face? Or did he focus on the basic people problems?

That said fAdistributiond does have a |l ot of significance but
teams. The impact is at a much more fundamental level, having to do with the

relationship between people and organizations and the future of organizations

themselves. A |l ot of people are realizing they dondét need tr
at all. Being virtual helps them realize that. They start to orbit away from their

traditiona relationships with organizations and may decide to go free agent for instance.

That 6s a macroeconomic trend that is too big to influence wi
ot her words, distribution and virtualization make fimanagi ng
sense moot, because their main effect is to make traditional teams slowly disappear.

So the right question in a sense is not fAhow do you manage a
do you manage a team comprising people with verytraatitional employment

relationships to each other and to the organization, if there is even an organization

anchoring the relationship.

| had not yet come across a thought like Venkatesh shares. The answer makes me wonder,
AAm | thinking too complexly, or is the reality of managing r e

| agree with Venkatesh that managing teams, in general, is challenging for most people. It
starts with hiring the right people to join your team, placing thethnemight positions, and then
making sure that they do the right things. That is not easy, and many organizations and projects
fail at this point. However, where | cannot agree is with his declaration that problems with
managing remote teams exist only dog@oor management. | believe that having people who are
distributed substantially adds to the complexity.

Working with caelocated people has many subtle advantages that one should try to simulate
with people who wor k r e matadddgn.my DMijch salespdopge company i s Ovirt
work remotely as do all of my developers in our offices in Ukraine and India. If | visualize
having all of those people work alongside me in my Dutch office, | can only imagine that my
work-life would be wonderful! Subtle thgs that influence team organization are:

Less faceo-face time
Missing nonverbal cues that you cannot see via Skype

Not being able to see how the person on your team feels or behaves
Less time in between jobs to discuss the business and praectgork on

Missing the energy of a CEO or founder regarding the direction of the company
Having no contact with end users of the product

Needing to manage the team fully on output by using clear metrics and reporting

©® N o 0 P bR

Cultural differences, which areasier to bridge when people spend all day in one office 9.



Obvious factors such as different time zones and distances

There are also points at which | fully agree with Venkatesh. By focusing on people and
managing a team, you reduce the complexityoar thinking. It comes down to hiring the right
people and implementing the right processes and communications with those people. When a
team works in one location, it is normal for the members to invest time in understanding the
other people, to build process that works for all members of the team, and to find a way to
communicate with each individual.

Somehow, many people expect this to be different in a distributed environment. They
believe you should be able to just send the requirements ofshdneait for the finished
product to be sent back. They assume that, if the remote team does not ask questions, it means
either alll is fine or it is surprising. Two weeks | ater, they
delivery is not what was exped, they pull the plug on the relationship. | can hardly imagine
that any project leader would treat a local team member the same way. He would invest time in
understanding the person and ensuring that he or she understands the requirements (even if he is
too shy to ask questions or feels he is not allowed to ask questions). There would be a lot of
communication and help provid&dvhich needs to be done in a remote setting as well.

The concluding remark of Venkatesh is also interesting. The underlyingprabworking
with remote teams might be the way companies are organized. Instead of having employees in
one office on a | abor contract, either O6free agentsd or empl o)
are used. This absolutely influences the way we waskhe company culture of the remote team
might be entirely different from our own. In addition, freelancers from another country very
likely hold different values and beliefs from what you would like to see in your local employees.

In our company, wery to bridge these differences by enabling our customers to choose the
team members from our remote office who will work on their projects. Moreover, we enable
them to treat the team members the same way they treat their own employees, making the team
menbers feel more like part of their company. We encourage them to send us presents, mugs,
share their core values, explain their visions to the team, and enjoy many trips back and forth.
With freelancers, we have tried this as well, and | have never seemattki when they are
remote. We have never accomplished the level of bonding that is needed to build a solid, highly
productive remote team unless they remove the word o6freed fror

In conclusion, looking at the management of remote teamstfrersame angle as the
management of local teams simplifies our thinking, making us focus on the most crucial aspects
of making offshoring wor@ getting the right people in the right seats doing the right things. At
the same time, we must both identify anorkvaround the complexities that offshoring adds to
an organization.



About Hugo Messer

Hugo Messer has been building and managing teams around the world since 2005. His
passion is to enable people who are spread across cultures, geographies, and time zones to
collaborate. Whether it is offshoring or nearshoring, he knows what it takes ¢oanggdbal
collaboration work.

To know more about Hugo, check out hisbsie. You can also read thHglog or watch
videos atYouTuke.

About Ekipa Academy
Ekipa Academy is the first online platform educating people on distributed teamwork.

Our training programs teach you how to implement agile and scrum in your distributed
team,how to manage intercultural teamwork, what tools to use. Courses are offered
online, as live training and 4companyWe addcoaching to help you implement
theimprovements. Our trainers are all passionate about distributed work. Their
backgrounds vary fra agile, software development to cultural differences and virtual

teamwork.
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Chapter 4: Trust Rules in a Globalizing Worldd The Importance of Soft
Controls in International Outsourcing

Written by Oscar Halfhide

Introduction

“Soft controls are key in
governing and enhancing
trust in outsourcing
relationships.”

For all parties involved, outsourcing is a complex and efitecertain journey. The key
guestion is, fiHow can vy dqKuP Miadkse Jttr astuecgeiges sO witl s?0 ufirReeisnega r Sthu d
2012) shows that outsourcing success stories require significant efforts from both parties. Two
out of three outsourcing deals deliver less customer value than expected. About a quarter of all
outsourcing contracesnd prematurely.

One of the most common causes of poor outsourcing relationships is a lack of confidence
and trust, frequently combined with insufficient governance. The consequences of both are far
reaching. Contractual parties are gradually losing mutual understanding and grip. The
outsourcing relationship deteriorates rapidly and turns into a struggle for the remainder of the
legally binding contractual term. Neither party relishes this prospect.

Nowadays, outsourcing relationships are governed with predominantly hard controls. It is
understood that hard controls are valuable, but their effectiveness and unilateral uses also have
some important limitations that must be taken into account. Hattbt®do not enable one to
attain the expected customer value or nurture an outsourcing relationship that is rewarding for all
involved parties. Something essential is misdisgmething that makes outsourcing
relationships grow to become valuable and ssefod

This article focuses on both the importance of and potential for soft controls in outsourcing
relationships. Soft controls are very effective for enhancing trust and creating value through
understanding and collaboration between contractual pafties journey toward sustainable and
successful outsourcing relationships requires a shared, cooperative mindset of mutually agreed
upon goals, values, and behaviors. This journey should be supported with an adaptive, balanced
set of both hard and softrmwols that enhances confidence and fits the situation.

Hard Controls Are Necessary but Insufficient

In a globalizing world, hard controls can be defined as formal governance mechanisms that
the parties involved can use to manage their sourcing relationship. The popularity of hard
controls is understandable and easy to explain: they are tangible andridoasal aspects
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such as supervision, legal positioning, dominance, and appraisal/valuing. There are many
common examples of hard controls such as contractual appendices (e.g., requirements, services,
specifications, and service levels), performance gemant (e.g., checks & balances and key
performance indicators), financial settlement (e.g., invoices), assessment (e.g., benchmarks and
audits) andformal communication (e.g., authorizations and escalation procedures).

The importance of hard controks genuinely considered a-hoainer: keep it, and if
necessary, increase power and grip toward the other party. Admittedly, hard controls are
certainly valuable as important maintenance factors; however, parties should be aware of their
strengths, uses, drimitations. Hard controls are based on the lowest level of trust in
relationship§ soc al | ed fical cul at i v eBated TuusttodCBH.ITseo cal |l ed Cal cul us
concept of calculative trust is simple: only give trust when trust is returned and the pgtentia
is higher than the loss. Outsourcing parties rely on each other based on rational calculations of
the payoffs and costs of doing business with one another. Achieving the same service levels at
marketcompetitive prices is no longer a satisfier self. Now, it is also about autonomous,
opportunistic, dominant behavior and reduced uncertainty using unilateral hard controls and
contractual safeguards. However, the effectiveness of calculative trust alone is reservedly
positive.

It is important to mphasize that hard controls focus on the legal and contractual positioning
of parties and their mutual obligations, which may easily lead to undesirable results such as
relationships becoming uncompromising and inflexible. Consequently, it may alsdrresult
reactive, narrowminded, tastdriven responsibility; riskavoidance behavior; false security of
reported o6facts and figuresd; and escalation instead of
communication. Outsourcing parties easily lose sight of their icibaperative goals and values.

According to clients, outsourcing vendors do not meet expectations in matters such as
delivering sustainable value for money, fulfilling the contract and/or main service levels, and
conveying key performance indicators. Reshs and escalations are often handled by using and
enforcing more hard controls, which in turn, influence or even disrupt the power balance and
confidence level between client and outsourcing vendor. This can be further negatively affected

constr

when pargeeéd ©d manage the outsourcing relationship from an er

such cases, parties often forget to initiate a controlledsdalation of the situation to decrease
power and grip gradually before returning to normal.

The Importance d and Potential for Soft Controls and Trust Rules in
Outsourcing

The effectiveness and authority of using hard controls in outsourcing relationships require a
closer look at the baseline of hard and soft controls that organizations have access tbeluring
outsourcing journey.

Soft controls are defined as informal governance mechanisms that the parties involved can
use to manage and enhance the outsourcing relationship as well as thengatérational
behaviors. Common examples of soft contesks management philosophy, organizational



culture, communication, and interpersonal competencies of individuals, teams, and
organizations.

Recent observations show that the popularity of soft controls is growing, but the use of soft
controls is still limted, subconscious, unstructured, and in most cases, not fully put into place.
The main reason is that soft controls are less tangible and far more difficult to apply. The
importance of and potential for soft controls in international outsourcing is huigeutting

them into practice needs more explicit and serious attention.

e e o

Our vision of soft controls can be reflected in a set of trust ({IeMG (2009)Trust Rule:

Nine Principles for a Better Balance Between Rules and)TAithough it sounds paradizal,

trust requires rules. Trust rules should focus on guarding and enforcing desired behaviors,
enhancing understanding and collaboration within the outsourcing relationship, and improving
reciprocal confidence in achieving the mutually agreed upomauisg goals. It is important to
define appropriate trust rules and implement them in a correct manner. This means a proper,
balanced, and selective use of informal (and formal) governance mechanisms that push the
outsourcing relationship to the next trievel. Be aware that personal experiences, values,
beliefs, and visior as well as courage to abandon formal governance mechanisms and hard
controls that exploit trust and confidedcenay impact the outcome.
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Below, you will find a brief explanation ofi¢ most important trust rules that should be
applied to make global sourcing meaningful, successful, and sustainable.

1. Define and Agree Upon What Trust Is and How it Should Be Captured, Nurtured,

and PreservedMa ke sure O0how6é c¢ aninvoheedideahihierarchy. Bhis t he peopl e
will stimulate their creativities and abilities to rectify mistakes. Empowerment is a typical soft

control that enhances trust and commitment.

2. Define Shared Goals to Stimulate the Level of Trust Between Parties PositiyeThe

shared goals should be defined as objectives that parties want to achieve at every level of
hierarchy. To take this a step further, management should place more emphasis on their trust and
respect for employees and teams when defining outsourcjagtiobs in and among

organizations. Accommodations should be made to encourage the use of individual
responsibilities and insights to achieve business goals or objectives. Empowerment is a typical
soft control that enhances trust and commitment. Peopltaka responsibility for removing
inefficiencies and bottlenecks in processes to increase customer value. No hard controls are
needed; simple rules that help to avoid unpleasant surprises will do.

3. A Shared Vision and Mutually AgreedUpon Goals Must Be Established hrough
Transparent Communication to Enable TrustBased Soft Controls to Build and Enhance

the Outsourcing Relationship.l t i s crucial that the management state rules as
should/couldleed to... 0 instead of fAYou should/could/need to....0Out ¢
considered a journey with the same destination for all parties. It requirebasest

coll aboration supported by ctleamewmwalirsyhd ptt octoamkné ttmeet , and a

relationship to the next level. Informed trust is the best way to achieve open and honest
communication regarding dilemmas, challenges, and mistakes.

4. Personal Contacts the Key to Building Trust as Well as Effective, Interpersonal
Outsourcing Relationshps at Every Level.This applies to the effects of personal experiences,
values, and beliefs in understanding peers and being complementary. People will be more aware
of social and moral responsibilities, which creates an interpersonal culture in whih taki
responsibility is awarded.

5. It Is Essential That People Treat One Another as Equéls€Especially When Building,
Enhancing, and Maintaining Outsourcing Relationships as Well as When Achieving Goals
and Objectives.This trust rule is pivotal, because whaaquality prevails, the distance between
management and workers increases and negatively affects the outsourcing relationship.

6. It Is Crucial That All Stakeholders at Every Level Set Good Examples and

Demonstrate Exemplary Behavior§he behaviors of Eders, managers, and peers directly

affect the behaviors of individuals. Therefore, setting an example is essential. Good behavior
should be defined and agreed upon as an important starting point for managing mutual
expectations. It should be based on raltaspect and capability to execute. This provides a
foundation that others will use. Good behavior includes aspects of integrity and corporate social
responsibility.

7. Dare to Experiment and Learn From Experience& culture that encourages
challengingunderstanding, experimenting, learning, and making mistakes is tolerable once



individuals, teams, and organizations are able to learn from their previous experiences. Avoid the
mistake of immediately tightening the reins when someone drops the ball afinial meflex will

only cause fear and mistrust to increase, people to dodge responsibilities, and game play to rise.
Action-learning programs and d@he-job coaching are both effective instruments for enhancing
organizational learning capabilities regagligovernance and sourcing management. Knowledge
and experience programs can be executed collectively or individualigging effective usage

to lifed through topdown organizational development combined with bottgmownership.

8. Be Lenient Toward Mistakes and Suppress Abuséccept mistakes. Focus instead on
learning from them and avoiding future mistakes. From a behavioral perspective, this means stay
on course and remain cadmeven when things go wrong. Meanwhile, abuse or repeated

violations of trust mst be corrected. They should be sanctioned accordingly and immediately
because both undermine trust. When this occurs, it takes much more time to restore the trust and
confidence. Be aware that violations of trust are sometimes inevitable. Play haai.but f

9. Rely on Informed Trust and not on Blind TrusMake sure you have a balanced set of
formal and informal governance mechanisms in place to back up your own gut intuition on how
trust and confidence truly evolve. Make trust and confidence measunabdxplicit so you can

refer to them when necessary. An example of this would be to discuss trust and codfience
use instruments such as customer satisfaction sudnegysegular meetings.

10.  Ensure Cultural Intelligence (CQ) Becomes Part of Your Professl DNA When

Managing International SourcingRelationshipsCreque & Gooden, 2011 Cultural

intelligence is a recent concept that refers to the abilities of individuals, teams, and organizations

to understand, manage, and adapt to cultural diversitibg iglobal marketplace properly and

effectively. This trust rule will be further explained in the section below entitled,

il nterorganizational Ability to Manage Cul tur al Diversity.o

This trustrule approach is quite different from the ways in which autsing relationships
are currently envisioned, positioned, and governed in the global marketplace.

Managing Cultural Diversity

“Cultural Intelligence (CQ)is an
important soft control that enables
individuals to manage cultural
diversity in the global marketplace
effectively.”

Cultural differences have often been cited as one of the biggest barriers to successful
outsourcing relationships. Unfortunately, they are not always fully understood and/or righteously
applied by individuals, teams, or organizations.

Examples of cultural differences in the global marketplace are examined below.



Crosscountry cultural differences and legacies are based on six dimensions (Hofstede,
2001):
1. Power Distance:Latin, Asian, African, and Arabic countries demonstrate higher
acceptances and expectancies of unequally distributed power. In Europe, power distance tends to
be lower in northern countries and higher in southern and eastern regions, and the United States
is positioned in the middle.

2. Individualism: North America andurope can be considered far more individualistic
and less integrated in comparison with Asia, Africa, and Latin America (more collectivistic and
groupintegrated). Japan and the Arabic countries maintain middle values on this dimension.

3. Avoidance of Unertainty: Soci et yds tolerances for ambiguity are highest
American, Southern/Eastern European, and Gesspagaking countries and lowest in Anglo,
Asian, and Nordic countries.

4. Masculinity: The distribution of emotional roles between genders ike$armasculine in
Nordic countries (more feminine), relatively high in European countries and Japan (more
masculine), and more contrasted in Latin countries.

5. Long-Term Orientation: Eastern Asian countries achieve the highest-teng
placements; Easteland Western European countries score a moderate balance; and Anglo,
Arabic, African, and Latin American countries demonstrate more-gont orientations.

6. Indulgence: East Asian, Eastern European, and Arabic countries demonstrate higher
restraintregadi ng societiesd attempts to control desires and i mpul se:
regions of Africa, the Anglo world, and Nordic Europe score higher on indulgence.

**Easterners perceive objects holistically through a wadgle lens, whereas Westerners
perceive them in isolation through a narrow lens with sharper focus (Nisbett, 2003).

**|n Indian culture, importance is placed on age and seniority, they tend to be more sensitive to
criticism, and they have difficulty saying 6énob.

*Theriskofthesec al | ed fAmum effectodo is higher in Asia than it is in t
Ramingwong, 2010).Stakeholders who have information indicating that an international and

intercultural project (e.g., offshoring) is failing may remain silent to avoid the sociakstifym

6l osing face6. Possible causes for this are gaps in communicat
of team solidarity.

*The UK is very direct with criticism, focused on productivity, and has a slightly
circumlocutory style of communication.

**In the US, the work culture is very informal, they practice dérdmit sometimes
overbearin communi cation styles, and they employ an #Alt is all/l abou
approach.



These cultural distinctions, among others, may directly or indirectly influemrdelence
and trust levels in international outsourcing relations in terms of interactions, communications,
interpretations, understandings, commitments, productivity, and comfort. To illustrate this,
higher powerdistance cultures in the East typicallyeusdirect communication and wait for
decisions to be made by upgevel associates before taking action to solve the problem. In
contrast, lower powedistance cultures in the West do not see a hierarchical gap in and between
involved organizations, takg ownership as long as the job is done professionally and
satisfactorily. It is important to point out that there is no right or wrong; the methods by which
we communicate (directly or indirectly, verbally or nonverbally) and operate as biased
individualscomplicate matters further. The key here is for involved parties to ensure that cultural
differences in international outsourcing relationships are effectively, respectfully, and
appropriately recognized, understood, and managed through informal goeenmecitanisms
(soft controls).

Cultural barriers can be addressed by using three principles

1. Addressing Cultural Barriers Is a Two-Way Street.For example, a director of a
leadingculturatk r ai ning institute once cohogwhoaworked t hat 6éthe Chinese di
with thembd. However, he never considered that he and/ or his te

know how to work with the Chinese.

2. Conscious Effort, Intention, and Patience Are Required for Cultural Awareness to

Become a Regular BehaviorTo build a pattern of cultural awareness, each individual, team,

and organization must commit not only to being aware of one ar
also to being diligent in understanding one anotherés differer

3. Addressing the Cultural Barrier Requires a Shift in Individual Thinking. Each

culture brings a unique perspective, and that is what is required to solve today's complex
problems. We are accustomed to viewing other cultures through our own perspectives. To accept
one another, we mugy to move away from the personal frame and adopt an observational one.

It is a fair statement that outsourcing in the global marketplace requires intercultural soft
skills summarized as Cultural Intelligence. Individuals, teams, and organizatiahd bao
(more) aware of cultural differences; to level the playing field and make things work, they must
understand the basic variances and coesyigcific distinctions. It is often common practice for
outsourcing parties to increase cultural awarenessihgucting explicit activities to make both
sides aware of each other's cultural practices (Kaushik, 2009). Culturally compatible resource
deployment involves having local, native onsite persons to manage the onshore client
relationship or even having altirally compatible offshore workforce in which people from one
country are located in another.

Organizations and cooperative relationships, combined with large distances and cultural
differences, require intensive and complementary informal, relatiphsisied governance
mechanisms. This ensures mutual commitment, involvement, understanding, and management of
interdependencies during the contract lifecycle.



Implementing by Doing

From day one in a sourcing relationship, it is important to speratirniding the trust
between parties at each level of hierarchy. This requires effort and investment from the supplier
and the customer organization, meaningful and autonomous activities, and a clear relationship
between effort and reward(Gladwell, 2008)tian-learning programs (e.gMotivating You
Outsourced Offshore Tewand Strategic Visions on the Sourcing Matkand onthe-job
coachimg are effective instruments for implementing hard and soft controls and enhancing
organizational governance and sourcing management capabilities. These programs can be
executed collectively or individually bringing effective usage to lifethrough topdown
organizational development combined with bottomproblemsolving skills.

Of course, trust can only be built overtime and is earned by providing it and placing value in
it. Attempts to build and govern trust should be carried out gradually and iglthseguence.
This can be achieved by usingacsa | | ed O6hi erarchy of trustdé. Predefined trust
with boundaries to take the relationship a step further (Figure 1, below; Goles & Chin, 2002).

Trust

E

»

» Time

Figure 1: Building Organizational Trust (hierarchy of trust levels)

In building and enhancing outsourcing relationships, three levels of trust should be
recognized.

1. The First Trust Level Is Calculus- or Calculative-Based Trust (CBT), Which
I ndicates o0l am r eTaisltpust eviecambe iddntifiediwheh they o u 6 .
outsourcing relationship is newly initiated or poorly developed and immature (low trust level).

2. The Second Trust Level Is KnowledgeBased Trust (KBT), Which Enhances

Understanding and | ndi c atTaislevel of truistfocusesdbnt i ng t o know youbd.
deepening the trust by increasing mutual understanding and effective knowéestgkroutines

to secure the flow of knowledge between organizations.

3. The Third Trust Level Is Identification -Based Trust (IBT), and it Focuse®n True

Rel ationship Value and | ndiTialewloftréstentalsn begi nning to | i ke youo.
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becoming familiar with an individual, recognizing his or her positive, unique qualities, and
establishing a deep level of respect for one another.

“Organizations need dynamic
capabilities to survive in the
active and ever—changing
international marketplace.”

Using trust rules to build trust should be supported through the implementation of a
responsive, flexible, and adaptive integanizational governance structure with a balanced set
of controls that improves mutual understanding, enables trust, and affisntsr uct ur e f ol

strategy®é6. This also impacts the oevwgrani zati on

changingnternational environment. Organizations operating in a dynamic and global
marketplace need dynamic capabilities (Eisenharhitagtin, 2000) to survive and be

competitive (Volberda, 1998) and to orchestrate and reconfigure their competencies and
infrastructures quickly when needed. Modern, flexible, responsive governance structures should
be addressed in the design principletheftarget operating model.

It is clear that soft controls add distinctive value to the outsourcing relationship, focusing on
achieving mutual goals and benefits. Integanizational collaboration that uses soft controls
leads to explicitly shared knoadge and learning, maximized understanding, increased
productivity, and sustainable trust.

“Achieving true value from
outsourcing relationships requires
a change in mind-set with more
explicit focus on mutual goals,
collaboration, and building

Creating the Right Mindset and Balance

Changes in the mindsets of individuals, teams, and organizations are vital for making the
outsourcing journey morgustainable, successful, and rewarding from both angles.

Low-trust outsourcing relationships should be challenged on their effectiveness and returns
on investment by placing more focus on strengthening trust, value, and collaboration in the
outsourcing elationship.

Figure 2 (below) provides an overview of the rm@devant hard and soft controls in
outsourcing relationships. This list can be used by contractual parties for discussion, positioning,
and the arrangement of controls. It should be regutd@uated and calibrated according to the
situation.
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Balancing Between Control and Trust

Performance-Based Hard Controls:

1. Contract, fulfillment, metrics, and
performance management

2. Continuous improvement of quality, cost,
time, and business

3. Frequent feedback: monitoring, reporting,
and forecasting

4. Peer-group parity: benchmarking applying
best practices

5. Common languages such as processes,
Prince2, ITIL, Agile

6. Goals, standards, and objectives: metrics,
operational customs, and technical practices
7. Roles and responsibilities: What needsto be
done and who will do this (RASCI matrix)?

& Demand management of values, costs, and
resources

9. Prediction, qualification, assessment,
prioritization, and planning of change and
innovation

10. Organization, pricritization, and execution
of decision making and follow-ups on actions
11. Financial management of costs, budgets,
and contingencies

Value-and Trust-Based Soft Controls:

1. Definition and agreement of what trust is
and how it should be preserved

2. Personal contact

3. Development of trust with clear rules of
engagement at each hierarchical level
4_Definition and agreement to collective goals
and objectives

5. Responsibility for half of the relationship
and vour role in therelationship, being a
representative role model in terms of behavior
6. Focus placed on trust-based information
instead of blind trust

7. Leniency toward misunderstandings and
swift management of abuse

8. Ability to experiment and leam by
experience

9. Confidence, trust, and responsibility: hold 2
steadv course and remain calm—even when
things tend to go wrong

10. Cultural intelligence should be part of your
DNA in managing intemational outsourcing
relationships, cultural diversity, cultural
awareness, and compatible resource
deplovment

11. Responsive and adaptive govemnance
structures that enable “Structure to follow
Strategy”

Figure 2: Hard and Soft Controls for Developing and Managing Outsourcing
Relationships

Clarity about who is using what controls should be part of your sourcing management and
governance.

Raising the Bar and Harvesting the Benefits

Transforming your outsourcing relationship into a success story starts with the right
positioning, mindset, and governance. It is vital to set the right expectations that balance
objectives, service, performamcovalue, and trust at the start of an outsourcing engagement.

As stated before, effective governance of outsourcing relationships should be supported with
the right mindset and an adaptive, balanced set of hard and soft controls that fits the dituation.
practice, this means that you always have to use a combination of formal, perfelrasede
(hard) controls and informal, vakimsed (soft) governance mechanisms that fits the context at
each hierarchical level.

When raising the bar for governingtsaurcing relationships, clients should be more aware
that professional stewardship is crucial. This requires a mature combination of competence and
behavior for managing suppliers and contracts as well as for securing business value. Clients



should develp and manage supplier relationships actively by focusing on defining and achieving
shared objectives, creating and optimizing value, and lowering costs with exemplary behaviors.

Enhancing the outsourcing relationship should result in the outsourciniesiyging more
prominent and communicative with the client. This can be achieved by behaving in a trustworthy
manner and generating benefit, creativity, and empathy in all phases of the contract lifecycle.
Reaching out to, investing in, understanding, lamaiving your client well (soft controls) will
increase a supplierdéds chance for being selected for the next

Figure 3 (below) encompasses the mogiortant guidelines for enabling contractual parties
to enhance their outsourcing relationship bypgs balanced set of controls. This list can be
used during implementation or in continuous improvement programs and should be regularly
evaluated and calibrated to fit the situation.



