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Executive Summary

This whitepaper explores how IT outsourcing can be a strategic tool for startups seeking Series A 

funding.  By accelerating product development, reducing capital expenditures, and offering a 

competitive advantage, outsourcing positions your startup for success and strengthens your case for VC 

investment. 

The paper delves into the multifaceted benefits of outsourcing for startups, including cost-effectiveness, 

focus on core competencies, faster time-to-market, access to specialized talent, and scalability.  

Additionally, it explores how outsourcing can mitigate risks, reduce burn rate, and improve overall 

business value.

Real-world success stories of tech startups leveraging outsourcing are provided to illustrate the 

effectiveness of this approach.  We then unveil the outsourcing landscape, outlining the pros and cons 

of on-shore, near-shore, and off-shore models.  Furthermore, the paper explores three key outsourcing 

relationship models: Managed Team, Project-Based, and Staff Augmentation.

Specific IT roles and processes ideal for outsourcing have been identified, including application 

development, cloud services management, IT support, and cybersecurity.  Commonly outsourced IT 

roles such as developers, system administrators, and security analysts are also highlighted.

Finally, recognizing the challenges startups might face when outsourcing, the paper offers a 7-step plan 

to navigate this process effectively.  This plan covers assessing project requirements, searching for 

potential partners, evaluating their qualifications, developing a contract, managing the project, and 

finalizing the agreement.
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Outsourcing As a Strategic 
Tool for Series A Crunch
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“The Series A Crunch” is a term coined by venture capitalists referring to the hardships that a seed 

funded startup faces in securing the Series A round of fundraising. Only startups that are deemed low-

risk, high-reward business models by the VCs attract Series A funding. At the Series A stage, the VCs 

are looking for clearly defined strategies for accelerated product development, reduced capital 

expenditures, and competitive advantage over the market that a startup exhibits. Outsourcing puts a 

startup's product journey on steroids and can help to attain all of these. 

Accelerated Product Development
VCs are keen to check your startup’s ability to deliver product features or reach a milestone on time. 

Deploying an extended engineering team that adheres to Agile development practices speeds up 

product launches. Outsourcing enables swift onboarding of skilled professionals for specialized roles 

from software developers to business analysts who can help you deliver your product with reduced 

time-to-market in the most efficient, cost-effective way possible. 

Reduced Capital Expenditures
VCs are concerned with every penny being fruitfully utilized. Outsourcing helps your startup with 

significant cost savings and improve capital efficiency. Startups typically have limited budgets and can't 

afford large in-house IT teams with high salaries and benefits. Outsourcing allows them to tap into a 

global talent pool with potentially lower average IT salaries and drop off training cost, downtime cost, 

and permanent employee liabilities like payroll taxes, health insurance, and office space. Outsourcing 

also reduces capital expenditure by reducing ownership cost towards IT infrastructure and license fees 

as an outsourcing partner can take care of this by distributing these costs among several clients.

Competitive Advantage 
Outsourcing grants instant access to a diverse global talent pool across AI, data analytics, digital 

marketing, and customer experience. This allows you to tap into specific skills for projects or challenges 

without the costs of full-time staff. Leveraging specialized talent through outsourcing enhances your 

startup's competitiveness and the ability to deliver exceptional results within a short timeframe. 

Outsourcing partners who are experienced in handling similar projects quickly identify usual bottlenecks 

and accelerate the product development by saving your product ideation team from the “reinventing the 

wheel” situations.

"If you deprive yourself of outsourcing and your competitors do not, you're putting yourself out of 

business." - Lee Kuan Yew, former Prime Minister of Singapore.  
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The Outsourcing Advantage: 
A Multi-Faceted Benefit 

Cost-Effective for Startup Growth
Outsourcing sets startups on a frugal path towards attaining their goal by optimizing cost in every 

workflow. Many outsourcing partners follow the Lean or Six Sigma principles to streamline operations 

and reduce costs associated with unnecessary steps or inefficiencies. Experienced outsourcing partners 

often have established development processes following Agile and expert teams, leading to faster 

development cycles, reduced time-to-market, and quicker cash flow.  Many outsourcing providers 

accept pay-as-you-go structures.  You only pay for the services you need, and you can scale your team 

and resources up or down as your project requirements evolve. Hiring an outsourcing provider for cloud,  

storage, and software solutions significantly sheds the cost towards infrastructure ownership and 

license fees. 

Focus on Core Startup Competencies 
Saving up capital from non-core competencies frees up funding for investment in core areas of revenue 

growth, such as product development and  customer acquisition. A remote development team in a 

managed service relationship comes with its own project manager who can look into every aspect of the 

application development project from start to finish. This leaves the core in-house team with more time 

to focus on business innovation, advertising, promotion, and customer satisfaction. 

Accelerating Startup Time–to-Market
Experienced teams of outsourcing partners maintain established development processes to achieve 

product milestones in a short period of time. Outsourcing also allows for parallel development of 

different functionalities.  Multiple teams can work on various aspects of the product simultaneously, 

significantly reducing overall development time. Access to a global pool of talented developers 

eliminates the time and resources needed for in-house recruitment and training. Experienced 

outsourcing partners often can foresee and mitigate the potential risk. All these significantly accelerate 

product development milestones, achieve a faster time-to-market, and gain a competitive advantage in 

the marketplace. 
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Access to Specialized Talent 
Finding and hiring skilled IT professionals can be challenging and expensive for startups.  Outsourcing 

opens doors to a wider talent pool with specialized skills that might not be readily available or affordable 

to hire in-house. By outsourcing, companies gain immediate access to a diverse global talent network 

proficient in areas such as AI, data analytics, digital marketing, and customer experience. This approach 

enables organizations to tap into a wider talent pool with these specialized skills at potentially lower 

costs compared to hiring full-time employees in your region. Moreover, outsourcing facilitates the 

engagement of pre-assembled teams with established competencies and experience, expediting the 

formation of a well-equipped team tailored to project requirements. 

Scalability for Startup Growth
Scalability is an important quality of a product to sustain with the fluctuating market demand. 

Outsourcing opens up the path to scaling both in terms of resources and manpowers. Outsourcing 

partners offer the flexibility to scale up and down the scope of your services and size of your team as 

required.  

Mitigating Startup Business Risks
Startups face inherent risks like market shifts and tech disruptions.  VCs, expecting rapid growth from 

these ventures, also consider the time, expertise, and resources needed for tech development. With 

technology integral to many startup plans, investors must evaluate factors like development scope, 

speed, expertise, and processes. They also consider compliance, security, and intellectual property 

risks. Outsourcing key functions, such as cybersecurity, compliance, and quality assurance, can mitigate 

these risks by leveraging external expertise and ensuring proactive risk management aligned with 

growth objectives. 

Reduced Burn Rate
Outsourcing offers significant control over your startup's burn rate through reduced development costs 

and increased flexibility. With outsourcing, you avoid paying for developer downtime and achieve better 

results at lower costs. You also save on recruiting, training, salaries, and benefits for in-house resources, 

maintaining a flexible budget. Additionally, outsourcing allows you to easily scale your team as needed, 

providing increased visibility over spending and improved planning through clearly outlined scopes of 

work with your outsourcing partner.
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Ensuring Startup Business Continuity 
Disruptions like global crisis or market shifts pose significant challenges for startups, emphasizing the 

importance of business continuity and disaster recovery. Instead of costly infrastructure investments, 

strategic outsourcing emerges as a smarter solution. By leveraging outsourced resources across multiple 

global locations, startups can maintain essential operations even in the face of disasters, safeguarding 

their reputation and revenue streams. This diversified approach acts as a built-in contingency plan that 

reduces risk by allowing a startup to be continuously served from other geographic locations and routes 

avoiding the affected area. Embracing strategic outsourcing enables startups to navigate uncertainties 

effectively, ensuring continuity and sustained growth.

Gaining an Edge Over Competitors 
In the fiercely competitive startup landscape, securing a competitive advantage can be the defining 

factor between success and failure. Outsourcing emerges as a key differentiator, allowing startups to tap 

into external expertise and resources to drive innovation, enhance product quality, and elevate customer 

service standards, ultimately strengthening their competitive position. For example, outsourcing data 

analytics can unlock valuable insights on customer behavior and market trends, empowering data-driven 

decision-making that outshines competitors. In high-pressure venture-backed startups, outsourcing 

serves as a catalyst for surpassing the competition, enhancing attractiveness to both customers and 

investors. 

Improved Business Value
Outsourcing partnerships offer startups a myriad of advantages. Firstly, they enhance reputation by 

aligning with established firms, thus bolstering perceptions of stability and reliability. This credibility 

boost can be instrumental in building trust among stakeholders. Secondly, such collaborations elevate a 

company's business value. By showcasing the ability to foster strategic relationships that drive seamless 

workflows and effective execution, startups can enhance their valuation, which is particularly appealing 

to investors. Finally, these partnerships are mutually beneficial. Startups gain access to a diverse pool of 

skilled talent and expertise, while outsourcing partners secure revenue and establish a reliable client 

base, creating a symbiotic relationship that contributes to overall growth and success.
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Tech Startups Who Outsource: Success Stories on a Global 
Scale 
Outsourcing is a powerful tool not just for small startups, but for established tech giants as well. Here are 

three compelling case studies that showcase how industry leaders have leveraged outsourcing to 

achieve remarkable results: 

Skype

Entrepreneurs Niklas Zennström and Janus Friis didn't go it alone when building the revolutionary 

Skype platform. They strategically collaborated with a team of four talented Estonian developers, 

effectively outsourcing a crucial part of the development process. This collaboration fueled Skype's 

meteoric rise in the communication landscape.

WhatsApp

With a limited budget of just $250,000, WhatsApp's founders had to be resourceful. To optimize 

their resources and keep costs down, they made a strategic decision to outsource a significant 

portion of the development to a team of Russian developers led by Igor Solomennikov. This 

outsourcing move allowed the California-based team to focus on other critical tasks, ultimately 

propelling WhatsApp to become a global messaging phenomenon.

GitHub

Due to financial constraints, GitHub was unable to hire a full-time developer to construct their 

platform. Consequently, they engaged Scott Chacon, a freelancer specializing in Gits, as their 

outsourced partner. Companies that initially turn to outsourcing for cost-effective solutions often 

find that this strategy not only controls expenses but also fosters innovation by granting access to 

top talent at a reasonable cost. 
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Unveiling the Outsourcing 
Landscape 

Outsourcing opens up the options to execute your processes and roles. The outsourcing models can be 

tailored to fit your needs adding the much-needed flexibility for a business startup. Outsourcing models 

can be categorized by the location of the outsourcing partner, or the extent of responsibility shared by 

the partner. 

On-Shore Vs. Off-shore Vs. Near-shore 

     About 300,000 jobs get outsourced out of the US each year - Fortunly 

On-Shore Outsourcing 

On-Shore Outsourcing involves partnering with a service provider within your own country. With minimal time 

zone differences, communication is seamless, and shared cultural similarities enhance project understanding. 

Additionally, compliance with local labor laws and regulations is simplified. However, the talent pool may be 

smaller compared to international locations and it is generally more expensive than near-shore or off-shore 

options. 

Near-Shore Outsourcing

Near-Shore Outsourcing involves partnering with a service provider in a neighboring country or one with a 

similar time zone. It offers a balance between cost and efficiency, being more cost-effective than on-shore 

outsourcing and offering more efficient communication with overlapping business hours compared to off-

shore. Additionally, shared cultural aspects and language similarities ease project understanding. However, 

navigating local labor laws may require additional effort compared to on-shore options.

Off-Shore Outsourcing 

Off-Shore Outsourcing involves partnering with a service provider in a distant country with a significant time 

zone difference. It offers cost-effectiveness, tapping into lower labor rates in some off-shore locations, and 

access to a vast global talent pool with specialized skills. However, challenges include scheduling real-time 

communication due to time zone differences, potential communication misunderstandings due to cultural 

differences and language barriers, and navigating complex foreign labor laws and regulations. 
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The Three Models of Relationship Based Outsourcing
The key to a successful engagement between the startup and outsourcing partner is a clearly defined 

relationship and share of responsibility. The quality of your relationship with the outsourcing partner 

outweighs the distance between the two. 

Managed Team Outsourcing

In managed team outsourcing, the outsourcing partner assembles a customized team tailored to the 

specific requirements of the project. This team typically includes an outsourced project manager, with 

shared project responsibilities between the client and the outsourcing partner. The client or an in-house 

team member may act as the overall Project Manager or Product Owner, ensuring alignment with project 

goals. 

Project-Based Outsourcing 

Project-based outsourcing entails entrusting a project or its components to an outsourced team, who 

then deliver the final product based on provided requirements. In this model, the outsourcing company 

assumes ownership of the project from inception to completion, allowing the client to focus on defining 

project specifications while leveraging the expertise of the outsourcing team for execution. 

Staff Augmentation Outsourcing 

Staff augmentation relationship involves leasing workers from an outsourcing partner for a specific 

duration while retaining ownership of all projects from initiation to completion. This model allows for 

flexibility in scaling resources based on project needs while entrusting the project ownership with the 

client. 

67%

of executives indicate 
a budget increase for 

Operate Services

57%

of executives indicate 
a budget increase for 
Managed Services

32%

of executives indicate a 
budget increase for 

Traditional outsourcing
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What Gets Outsourced?

Outsourcing is another form of trade that benefits the U.S. economy by giving us cheaper ways to do 

things. – Janet Yellen, American economist 

Common IT Roles and Processes Startups Should Outsource  
Here are some of the common IT processes and roles that can be effectively outsourced, depending on 

your specific needs and company size: 

IT Processes 

Application Development & Maintenance

This includes tasks like building new software applications, maintaining existing ones, fixing bugs, and adding 
new features. Outsourcing allows access to a wider talent pool of developers with specialized skills at 
potentially lower costs. 

Cloud Services Management  

Managing cloud infrastructure (e.g., AWS, Azure) can be complex and time-consuming. Outsourcing this 
function frees up your internal IT team to focus on core business needs. 

IT Help Desk & Support  

Providing technical support to end-users can be a resource-intensive task. Outsourcing your help desk allows 
you to offer 24/7 support at a potentially lower cost while freeing up your internal IT staff for more strategic 
tasks. 

Data Center Management

Maintaining and managing physical data centers requires specialized expertise and resources. Outsourcing 
allows you to leverage a provider's infrastructure and expertise, often at a lower cost. 

Cybersecurity  

Cybersecurity threats are constantly evolving. Outsourcing your cybersecurity needs allows you to benefit 
from a provider's expertise in threat detection, prevention, and response. 

IT services make up 72% of all global outsourcing contract values - McKinsey 
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IT Roles 

Software Developers/Programmers  

As mentioned above, outsourcing can provide access to a wider range of developers with specific skillsets 

you might not have in-house at a potentially lower cost. 

System Administrators  

System admins manage and maintain computer systems, networks, and servers. Outsourcing this role allows 

your internal IT team to focus on higher-level projects. 

Network Engineers  

Network engineers design, implement, and maintain computer networks. Outsourcing this role frees up your 

internal IT team for strategic network planning. 

Security Analysts  

Security analysts monitor networks and systems for security threats. Outsourcing this role allows you to 

leverage a provider's expertise in cybersecurity. 

IT Project Managers  

Project managers oversee the planning, execution, and completion of IT projects. Outsourcing this role can be 

beneficial if you don't have the capacity to dedicate an internal resource to manage a specific project. 

Remember, outsourcing is not a one-size-fits-all solution.  Carefully evaluate your needs, resources, 

and budget before making a decision. 
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Mitigating the Challenges to 
Outsourcing 

While outsourcing has boosted the efficiency of startups, it does present challenges. Nevertheless, by 

leveraging appropriate technology and establishing clear work processes, startups can surmount these 

obstacles and achieve outsourcing success.

Top 5 challenges in outsourcing for startups 

Inexperience with outsourcing

For many startups, venturing into IT outsourcing 

can feel like stepping into uncharted territory. 

Unfamiliarity with the concept, best practices, and 

workflow management with a new team can be 

daunting.  Clearly expressing the vision and goals 

to the outsourced team can be a difficult task.

Contract negotiation

Negotiating a strong contract is a cornerstone of 

successful IT outsourcing, especially for startups.  

This stage, though crucial, can be fraught with 

complexities.  Defining the scope of work, roles, 

and responsibilities within a service-level 

agreement requires careful consideration and 

demands experience. Tailoring the contract to meet 

the needs of both parties demands meticulous 

planning, making it a time-intensive process. 

Effective communication, legal expertise, and a 

clear understanding of expectations are essential to 

navigate this critical phase successfully. 

Proper cost estimation

While initial outsourcing fees might seem attractive, 

hidden costs can eat into your budget. These can 

include project management overhead, 

communication tools, additional development 

rounds due to miscommunication, or unexpected 

changes in scope. Integrating the outsourced 

product or service with your existing systems might 

involve custom development or ongoing 

maintenance efforts incurring additional costs. 

Without clear performance metrics and 

communication, it can be difficult to assess the true 

value and cost-effectiveness of your outsourcing 

partnership.

 Improper communication

Without clear communication channels, information 

silos can develop. Essential project details, updates, 

or decisions might not be readily accessible to all 

stakeholders.  Monitoring project progress 

efficiently can be difficult if communication is 

limited or infrequent. This can make it challenging 

to identify and address potential issues proactively. 

Establishing proper communication channels and 

partnering with an outsourcing team with 24/7 

support is very important. 
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Data security risk

When partnering with an IT outsourcing team, data security can be a major concern. Outsourcing 
introduces additional access points to your data. By outsourcing IT functions, you relinquish some control 
over your data. Depending on your industry and the type of data you handle, there might be strict 
regulations regarding data storage and security.  Ensure a robust contract is in place that clearly outlines 
data security responsibilities, data ownership rights, and non-disclosure agreements (NDAs) to protect 
your intellectual property. 
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7 Steps Plan to Outsourcing 

Step 1: Assessing Your Project Requirements
Before diving into outsourcing, take a moment to map out your project. What are your goals? Faster 

development? Streamlining efficiency? Identify your desired outcomes - a new app, ongoing 

maintenance, a strategic plan? Set realistic timelines and budget expectations. Don't worry about 

perfect details! Even a basic idea is a great start. Many IT providers can help refine your needs. Consider 

an RFP (Request for Proposal) to get tailored responses from potential partners. This upfront effort sets 

the stage for a successful IT outsourcing journey!

Step 2: Find Your Outsourcing Partner
Explore online resources, tap your network, or consider a consultant to expedite your search.

Clearly define your needs – Development skills, cybersecurity knowledge, project management 

experience, understanding the services required is crucial. 

Prioritize partners with strong communication and cultural sensitivity.

Step 3: Evaluate Your Options 
Experience & Expertise

Look for a partner with a proven track record in your industry or with similar projects.

Portfolio Power

Review their portfolio for projects relevant to your needs.

Security Savvy

Ensure their security measures keep your data safe.

Communication Kings & Queens

Assess their communication style to avoid misunderstandings.

Business Continuity Confidence

Review their plan for handling disruptions.  

Negotiate thoroughly

A clear agreement on scope, collaboration, budget, and timeline protects both parties. 

78% of businesses all over the world feel positive about their outsourcing partners - Fortunly 
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Step 4: Consider Different IT Outsourcing Models
Finding the right model is key to a smooth outsourcing experience. This is defined by the level of 

expertise required, the control or engagement a business is interested in, and of course the ROI. 

Extended Team

Ideal for companies that prefer to retain overall project management and control. Company manages daily 

tasks and outsources specific development tasks or functionalities.

Managed Service

 Perfect for a hands-off approach. The partner manages resources, projects, and execution.

Hybrid

Combine elements of both models for a customized fit.

Remember, the best model depends on your unique circumstances. 

Step 5: Developing a Contract
Your contract is your safety net, ensuring everyone's on the same page. Here's what to include: 

Scope & Deliverables

Crystallize what the partner will do and what 

you'll get.

Timeline & Budget

Set realistic deadlines and agree on costs.

Collaboration

Define how your teams will work together 

(communication, tools).

Payment

Specify how and when you'll pay (hourly, 

milestones, etc.).

Data & Security

Outline information sharing and 

confidentiality protocols.

IP Ownership

Who owns the rights to what you create 

together?

Termination Clause

Define when either party can call it quits.

Dispute Resolution

How will you handle any disagreements? 

Pro Tip: Consider a lawyer or contract specialist! While it costs extra upfront, it can save you major 

headaches down the road by ensuring your interests are protected. 
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Step 6: Honoring the Project
With the contract finalized, your partnership with the outsourcing provider commences. They can now 

initiate work on the project while you maintain regular oversight of its advancement. The following 

actions helps both the parties to smooth sail through the contract without conflicts: 

Clear Communication

Use project tools, video calls, and instant messaging to keep everyone informed. Asynchronous tools like 

email are great for non-urgent updates.

Active Monitoring

Stay involved – encourage regular updates from your partner via reports and meetings.

Early Problem Solving

 Identify and address challenges quickly to avoid bigger issues. 

Be a Supportive Partner

Respond promptly, offer guidance, and foster a collaborative environment. 

Build Relationships

Informal communication helps bridge cultural gaps. 

Time Zone Awareness

Set deadlines being mindful of your partner's work hours.

Step 7: Signing off the Contract 
Upon reaching this stage, all project activities are finalized, marking the formal conclusion of the project. 

Before closure, a thorough review of the project plan is conducted, comparing it against the deliverables 

to confirm alignment with the agreed-upon expectations. 


Upon validating that the project has successfully met all requirements and addressed any outstanding 

issues, the outsourcing partner provides formal approval. Should you be satisfied with their 

performance, there is the option to extend the contract. 



Gleecus TechLabs Inc.
As Your Ideal IT Outsourcing Partner

+

Gleecus TechLabs Inc. is one of the fastest growing IT innovation partners for startups, SMBs, and enterprises that 

helps clients envision, build, and run more innovative and efficient businesses. We combine strategy, technology 

expertise, user- experience prowess, and Agile delivery processes to help our customers and their products/

solutions reach their business goals in time. 

We support our customers on their unique requirements through our  and Managed 

Services Model known as   Under the Extended Team Model SLA we offer our talented 

cross functional IT experts or scour for the best fitting talents for your project requirements aligned with your 

staffing budget. Under the Managed Product Lab we take care of everything related to your IT needs from cloud 

services, to staff augmentation steered by our able Product Managers so that you can uninterruptedly concentrate 

on your chore business needs. 

 Extended Team Models

Managed Product Labs.

Our cross-functional team assists IT leaders in solving the most crucial challenges they face by solving for the 

right technology, deployed on the right premise, and managed through our managed service product (MSP) model 

to fit their unique demands and long-term goals. 

As an outsourcing partner of your product we bring in the following expertise on the table

Trusted IT engineering partner for global Product 

and SAAS companies for over 10 years

Key partnerships with AWS, Microsoft and 

Databricks 

Managed Product Labs offers dedicated team of 
experts for your product engineering needs 

Offshore, Onshore, or Blended Teams 

Cross domain experience across industries 

Equal dexterity building Enterprise and Consumer 

products 

Focused Agile and Lean SDLC methodologies

DevOps and QA driven development practice for 
stability and scalability

Innovation driven culture infuses projects with 
latest advancement 

24×7 Support Teams for large products

Cumulative Core Management team experience of 
over 80 years 

Get Expert Guidance on Outsourcing for Your 
Startup. Explore Your Options Today!

Connect with Us

About Gleecus TechLabs Inc.

Gleecus TechLabs Inc. is a Forward Thinking Digital Innovation partner creating impactful business outcomes with 

Engineering & Experience. With deep focus on Cloud, Data, Product Engineering, AI and Talent we help organizations 

become Digital Natives.

Email: hello@gleecus.com

Phone: +1 347 947 2022

Mailing Address: 1712 Pioneer Ave., 
Suite 767 Cheyenne, WY 82001, USA

 www.gleecus.com

https://gleecus.com/extended-team-models/
https://gleecus.com/managed-product-labs/
mailto:hello@gleecus.com
https://www.linkedin.com/company/gleecus
https://www.facebook.com/gleecus
https://twitter.com/gleecus
https://www.instagram.com/gleecus
https://www.youtube.com/@gleecustechlabs
https://gleecus.com/
https://gleecus.com/contact-us/



