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Speaker Notes:
-Introduce yourself: Good morning, good morning to all of you, my name is John Nemanic

-I would like to thank all of you for taking time out of your busy day to listen to me today.  Looking into the audience, it’s good also to see some old friends. 
-I would also like to thank the  Toronto Venture Group, and their kind sponsors for giving me the opportunity to appear before you today. 
-In addition, I would like to introduce Mr. William Campbell CEO of Hostopia Inc, and Mr.  Igor Nikolaichuk, CEO of Geeksforless.  Both Bill and Igor have kindly agreed to answer any questions that you may have at the end of my presentation. 
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One Main Thing: Ongoing Management is the Most Important Key Success Factor for Outsourcing Projects.
(Insert graph: success factors in sourcing projects, Trestle Group)

Speaker Notes:

-Before I proceed to our formal agenda,  I wish to call your attention to the following graph. It is the Alpha and Omega of this presentation, and represents the core message that I wish to convey. 
-This graph was taken from a survey conducted by the Trestle group of Switzerland, summer 2004. The source document is referenced at the end of my presentation. The survey is compiled from respondents with previous experience in sourcing projects. So the responses tend to reflect the opinions of informed parties. 
-The vertical axis ranks the least important to most important success factors in descending order,  with Ongoing Management ranked first. 

- I will explain this slide in more detail later, but please remember, this graph is the central message of my presentation.. Most of what now follows is commentary.

- So, for those of you who thoroughly understand the implications of this graph, for those people with tight deadlines or short attention spans, you may now leave (
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Agenda:
-Past Success Stories: Internet Direct and Tucows Inc.
-Recent Success Stories: Hostopia Inc
-We take the Plunge….

-Lessons Learned
-Final thoughts
Speaker Notes:

-Over the next 30 minutes or so, I propose to cover off the following items:
-Past Success Stories: Internet Direct and Tucows Inc. 
Whilst not strictly directly relevant to the Hostopia Outsourcing initiative, at the request of the Toronto Venture Group, I will be spending a few minutes discussing our past successes. I hope that my accounts will inspire you to meet or exceed our achievements.
-Recent Success Stories: Hostopia Inc, and introduce Geeksforless.
Under the heading of Recent Success Stories, I will speak about Hostopia, and introduce Geeksforless.

-We take the Plunge,
This is a rather colorful way of describing our decision to outsource to Geeksforless, with facilities in the Ukraine.
-Lessons Learned, …and hopefully remembered. And..
-Final Thoughts and Summation of this Presentation

At the end of my presentation, Mr. William Campbell, and Mr. Igor Nikolaichuk have graciously made themselves available to answer specific questions.
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Past Success Stories (part 1)
Internet Direct Canada Inc.
Inception, 

Growth, 

Success, 

Exit
Speaker notes:

-Started in 1993, Internet Direct was the successor to our original online BBS service Computerlink. Internet Direct was an ISP or Internet Service Provider, a novel concept in an era where AOL and Delphi were considered the last word in online access.

-I still remember how back in those days, I would have to explain at great length what an ISP was, and what it did. At that time, I was CEO whilst Bill Campbell became CTO and Colin was Chief Operations Officer.
-From very modest beginnings, Idirect rapidly grew to become Canada’s largest independent Internet service provider, winning many awards along the way for technical sophistication and innovation. For example, CATA, the Canadian Association for Technological advancement gave us 2 awards, one for innovative technology, whilst we made the Deloitte and Touche  Fast 55 , twice.  

- Further, in  1998, Internet Direct appeared on the Profit 100’s list as the 7th fastest growing company in Canada, and my smiling face was featured on the top right side of the front cover, smoking a big fat Hoya de Monterrey Double Corona. At that time I was 20 pounds heavier than I am today.  One of my friends commented that I looked like a North American Sumo Wrestler. 

We ultimately took Internet Direct public in 1999 and then merged it with Look Communications. I resigned as President and CEO in November 1999, as part of the overall deal. 
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 Past Success Stories (part2)
Tucows Inc
Inception, 

Growth, 

Success, 

Exit

Toll on personal life.

Speaker notes:

- Tucows was sttarted in 1994 in partnership with Scott Swedorsky, in addition to Bill and Colin Campbell,  Tucows was started out of a need to preserve bandwidth in an era where the cost of a megabit was in the thousands of dollars. Tucows was essentially a distribution site for shareware and freeware, driven in part by an advertising model..

-Tucows rapidly grew to become one of the largest distributors of freeware and shareware software, globally.  Tucows won even more awards than Idirect, such as PC Magazine Top100 Website award for 3 years running, and had an extremely large and loyal following on a global basis. I will never forget when, on a dive boat in the Phillipines  in 1999, a local divemaster asked me what I did for a living, and when I mentioned Tucows, he proceeded to profusely thank me for providing such a great site. 
- In 1999, Tucows appeared on the Profit 100’s list as the 3th fastest growing company in Canada. Whilst that was quite an honor, I still remember how irritated I was that we didn’t make Number 1.  We went on to achieve greater success, and ultimately, Tucows was sold to the Steinmetz Group in May 1999.
-On a personal note, for those of you who believe that entrepreneurship is all wine and roses, I can tell you that leading technology companies is extremely stressful and very hard on your personal life.
-I still remember celebrating going public in January 1999 at the Fifth Restaurant, drinking Pol Roger, Winston Churchill Champagne and really asking myself if it was worth it. I was grossly overweight, couldn’t sleep at nights, my soon to be ex-wife couldn’t stand me, and my kids had more face time with Purple Dinosaurs than with Dad. I am proud of our achievements, but I can tell you that it was not cost free.
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Recent Success Stories
Hostopia, Inception, Growth, Success….
If we’re such a great story, why outsource?
By the way, what is Geeks for Less?
And where the Heck is the Ukraine? Isn’t that someplace in Russia
Speaker Notes:

-Hostopia is a white label , multiple applications service provider,  offering advanced web hosting, e-mail and webchat services on an outsourced basis, to large web presence providers. Some of our existing customers are household names such as Bell Canada, Telus, Rogers, Verizon, OneTel ,.COVAD and Register.com 

- Hostopia was founded in July 1999, by Franc Nemanic, who was then subsequently bought out by myself, Bill and Colin Campbell.  I became Chairman and CEO, with Bill as CTO and Colin acting as COO.  Shortly thereafter, I stepped down as CEO in favor of Bill Campbell, who was clearly better suited for this job. 

-With the benefit of hindsight, it was probably one of the worst times to ever start up a technology company,  since, as most of us likely remember, the NASDAQ hit its peak in March 2000 and, over the next few years declined over 70 %, with some firms losing more than 99% of their peak share value. Over the next few years, we experienced what some refer to as the technological Nuclear Winters of 2001-2004.

-I sremember, for example, how challenging it was to raise venture capital in 2002. Notwithstanding our previous track record, I’ll never forget how, after a perfunctory technology due diligence by a leading Toronto VC, we were told that our system was experimental and would never scale. Others heard about this due diligence and proceed to avoid us like the plague. Fortunately for us, Telus Ventures conducted it own due diligence and promptly invested in Hostopia. Telus Ventures now considers us one of their best portfolio investments.
- So, with a bit of cash in our treasury, we proceeded to focus on growth. Along the way, we won many, many awards for our services and solutions. Webhosting Magazine, for example, rated us as the best private label webhosting platform available today.  Our 5 year growth rate was such that we made #1 on the Profit100 list for 2005 (finally!!) and appeared on the INC500 of fastest growing US based companies in America.
So, if we’re so great, why did we decide to outsource for IT talent?

-We decided to outsource because we wanted to reduce costs, recruit and develop new talent, and start learning how to operate in environments outside of North America. After extensive research, and a few side trips to India, China, and other exotic places, we decided to work with Geeksforless , headquartered in Toronto Canada, with  a  campus located in the Ukraine.
-So what is Geeksforless?  When I asked Mr. Nikolaichuk this question,  he simply stated: we sell geeks for less. You know, this has got to be one of the best elevator pitches I have ever heard: we sell geeks for less. I believe he should win an award for that line. 

- GeeksforLess was started by Igor Nikolaichuk after his last firm was purchased by Hostopia.  We felt confident dealing with Igor since after acquiring his company, we found that matters were exactly as he stated. As many of you know, financial statements and a selling memorandum, is reminiscent of  a Bikini: what is revealed is interesting, but what is concealed is absolutely vital. So, for us, after buying his company, it was a pleasant surprise to find out there were no surprises. 
-So, after extensive discussion, Igor offered to escort Bill and I to the Ukraine and show us his facilities. We accepted his offer.  Besides, I always wanted to visit Russia :- )

Slide 7 Simplified Map of Ukraine: Geeks for Less Staff.
Simplified Map of Ukraine.

Picture of GeeksforLess Staff.

Speaker Notes:

-So, you can imagine to my great surprise, when I arrived there, that I found out that Ukaine is not part of Russia. In fact, some Ukrainians feel about being called Russian in the same way that some Canadians feel about being called American.  

-The Ukraine is actually a very interesting place, with a long and ancient history. It is the largest country in Europe by landmass, and has a population of approximately 48 million. The climate is generally mild, and the capital city of Kiev is becoming one of the hippest places to visit in Eastern Europe. Move over, Prague.
-With a literacy rate of 99%, and with 80% of the population having completed some form of post secondary education, it is also one of the most highly literate places in the world. 

-During the soviet era, the Ukraine was the location for some of the USSR’s most advanced aeronautical and defense projects, and the first computer ever developed in the former USSR was created in Kiev.  With more that 50% of all Nobel Prizes awarded to Eastern Europeans,  we knew that the Ukraine is home to some of the smartest and most talented people to be found anywhere in the world.
Slide 8  We take the Plunge…
First Trip to the Ukraine:  November 2003
Two Years Later: December 2005
Speaker Notes:

-During our first visit to the Ukraine, after a long but pleasant flight, Bill and I were very impressed with the campus and staff of Geeksforless. For me, the culture shock was rather minimal given that Ukrainians are essentially Western in their outlook, with similar interests, cuisine, hobbies, complaints and TV viewing habits. I had access to CNN, CNBC, Discovery Channel and BBC news. I could even watch some of my favorite programming, such as the Sampson’s. Listening to Bart speak with a Russian accent is hilarious. 
-So, after extensive due diligence, we committed to hiring 10 people in 2 years, based on performance. We then sat down with Igor, hammered out an agreement, and created job specifications. 
-Let’s flash forward 2 years to December 2005. As of this writing we have over 80 Ukrainians working under contract for Hostopia, and in addition to IT, we also outsourced some business processes such as customer service and support, and sales. I can categorically state that for Hostopia, outsourcing to Geekforless has been an overall success, improving our quality of service to customers whilst reducing our overall costs. We plan to hire more staff from Geeksforless. 
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Lessons Learned (first):
Need to:

-keep key core team of developers onshore.   
-manage workflow and projects, and 
-create clear, precise specifications
Speaker Notes:  

-So, what did we learn? 

The following lessons are by no means exhaustive, and the lessons are not ranked in any particular order of importance. Instead, I chose to focus on lessons that can be generalized to most outsourcing situations. 

-Keep key core team of developers onshore. Whilst it may seem tempting to reduce onshore staff to save costs, we recognized early on that it was our Canadian based staff that created our award winning solutions in the first place. We also realized early on that we cannot outsource creativity and innovation. So why tamper with a good thing? The risk relative to the reward is simply not worth it. 

-Manage workflow and projects. It is amazing how tempting it becomes to delegate projects to our offshore staff, and then tend to forget about them because we don’t see them every day. It is also amazing how easy it becomes to overload one team of developers whilst totally under working another group. Project management is critical to the success of managing offshore resources. 

-Create clear, precise specifications. It is often difficult for customer service to communicate to technology the nature of a problem that needs solving. Imagine how much more difficult it becomes when dealing remotely with staff operating in different time zones, with possible language difficulties. We learned early on that our offshore staff could not and should not be expected to read our minds. 

Slide 10 Lessons learned (continued)

-account for differences in language, culture, work habits.

-Reassure on-shore staff that their positions are secure
-look at total cost of management, including senior management commitment.
- Account for differences in language, culture and work habits. When working with Ukrainians who speak good English, it is easy to forget that English is not their first language and they are not culturally identical to north Americans. For example, I used to hire sales staff in Florida for our US office. One of my cardinal rules in interviewing American sales candidates was to discount all of their stated achievements by at least 50%. In my experience, most successful American sales persons are not known for their self effacing modesty or humbleness.

-in contrast, when interviewing Ukrainians, it never ceased to amaze me at just how much they tend to undersell themselves. For example, I was interviewing one candidate and asked him if he speaks English. He stated that his language skills were poor. So, to test his skills, I asked him to read through his grammatically perfect resume, and to describe his home, upbringing and hobbies. He properly answered all of my questions in clear English. At the end of the interview, I informed him that his language skills are good, and asked why he stated they were poor. He replied that he did want to sound like a braggart and a show off. 
-Reassure on-shore staff that their positions are secure

-Whether we care to admit it or not, many staff are threatened by outsourcing, and some will actively or passively resist initiatives. We found that despite our most sincere assurances that it took many months before our onshore staff began to actively accept the Ukrainians. Today, it is not a problem for us, but it could have been.

Look at total cost of management, including senior management commitment.

-calculating the cost of off shoring consists of more than multiplying the hourly rate times the hours contracted. First and foremost, the top management of Hostopia was aligned with the need to make this initiative work. If top management did not show commitment, then I believe that we would have enjoyed far less success. So what does that actually look like?

Bill Campbell, for example, spends 2 weeks out of 2 months in the Ukraine working with local staff to develop innovative solutions. Hostopia sends senior managers on a regular basis to the Ukraine to work and train staff under contract.  Every day, department heads are corresponding via e-mail, chat and phone with their Ukrainian staff.  Personally, when it comes to off shoring, over communicating is very important to overall success.
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One Main Thing: Ongoing Management is the Most Important Key Success Factor for Outsourcing Projects.

Speaker Notes:
Does this Slide look familiar?

-As noted earlier, this graph is based on the opinions of respondents with previous experience in outsourcing projects. They agreed that Ongoing Management (#1) and Selecting the Right Vendor (#2) are the most important factors in successful sourcing projects

-Why is ongoing management so important? It is often thought that once something is outsourced, it no longer requires attention. Think about it:  outsourcing is similar to hiring in house consultants. Would you let your consultants work without a project plan, and would you allow them to charge open ended fees? Would you allow them to create your future products without consultation or direction from senior management?
--Personally, I believe that outsourcing should be managed with disciplines similar to those in place for managing consultants. I personally believe that if you manage this variable, most of the other problems associated with outsourcing will disappear.
For Hostopia, selecting the right vendor was also critical. The Geeksforless website is quite impressive, but it is no substitute for an early onsite inspection. Having visited software development shops in India and other countries, I can tell you that the working conditions can be appalling and that security of IP is almost non-existent.  Senior management can and must be certain that they are dealing with a secure and reputable supplier of services. 
Finally, contracts are important, and should be carefully drafted to be clearly understandable to all parties. .  Ultimately, however, agreements are nothing more than a collection of words on paper. It is the relationship with the vendor that acts as the glue that holds the whole deal together, ensuring successful completion of projects. 
So, in closing, Ongoing Management is the Most Important Key Success Factor in Outsourcing Projects, Please remember this, if you remember nothing else, from this presentation.
Slide 12 : Questions?
-Very shortly, we will be holding a question and answer session. Bill Campbell and Igor  Nikolaichuk will welcome any questions that you may have. 
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-Speaking very briefly to the references, I would like to make the following comments:
-maidanua.org is a very comprehensive site providing a great deal of background and history of the Ukraine. It has a definite political slant but is useful nonetheless.

-managingoffshore.com offers a great deal of useful content for those who wish to delve deeper into this topic.

-trestlegroup.com offers excellent summaries of opportunities and challenges of outsourcing.

Slide 14  Contact Info
List Hostopia Contact Information:

Headquarters:
110 East Broward Blvd., Suite 1650
Fort Lauderdale, Florida 33301

Canadian Operations:
5915 Airport Road, 11th Floor
Mississauga, Ontario L4V 1T1


Telephone: 1 800 322 9438
Fax: 1 800 979-9587
Email: sales@hostopia.com
List Geeksforless Contact Information:

List Canadian Office Location and Contact persons
