
Build-Operate-Transfer 
(BOT) for IT Outsourcing 
Establish a foreign subsidiary for your 
organization through BOT IT Outsourcing
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Introduction

Are you looking to ramp up your IT or software development team 
quickly and cost-effectively? If you answered yes and yes, then you’re 
likely in the market for offshore or nearshore IT outsourcing services. 
And, you’re certainly not alone. In fact, 56% of businesses have 
turned to IT outsourcing, according 
to a 2019 Computer Economics survey.

But perhaps, you’d like to take it a step further and set up a foreign 
subsidiary of your company. This will allow you to reap the benefits of 
offshoring while maintaining full control over your proprietary systems 
and technologies as well as your intellectual property (IP).

However, setting up a foreign subsidiary on your own can be extremely 
challenging, costly, time-consuming, and risky. To help accelerate the 
process and reduce both costs and risks, many organizations turn to a 
Build-Operate-Transfer, or BOT, model of IT outsourcing.

The goal of this white paper is to provide you with a deep 
understanding of BOT, specifically for IT outsourcing. We’ll cover:

• What is a Build-Operate-Transfer (BOT) engagement model? 
• How does BOT differ from DDC? 
• How does a BOT engagement work in IT outsourcing? 
• Benefits of BOT IT outsourcing 
• What to look for in a BOT IT outsourcing partner
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What is a Build-Operate-Transfer 
(BOT) Engagement Model?

Gartner has provided the long definition of BOT for IT outsourcing: 
“Build-operate-transfer (BOT) is a contractual relationship in which an 
organization hires a service provider to set up, optimize and run an IT 
or business process service delivery operation with the contractually 
stipulated intent of transferring the operation to the organization as a 
captive center. BOT, as a hybrid model, combines elements of the 
“build” option (that is, “insourcing” or captive center) and the “buy” 
option (that is, outsourcing; see also “captive centers”).”

Put simply, BOT allows you to leverage an IT outsourcing partner to set 
up your foreign subsidiary more quickly and more cost-effectively than 
with other methods.

BOT is very similar to a traditional dedicated delivery center, or DDC, 
engagement model in IT outsourcing. In a DDC model, the IT 
outsourcing provider builds and manages a dedicated team of IT 
and/or software development talent to carry out projects for your 
company for a certain period of time. The main and very important 
difference between the two models is the fact that in a 
build-operate-transfer engagement, this same trained and experienced 
team, along with their knowledge and your intellectual property and 
assets are fully transferred to your organization after a certain period 
of time, stipulated in the outsourcing contract.

How does BOT differ from DDC?
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What is a Build-Operate-Transfer 
(BOT) Engagement Model?

This type of engagement involves leveraging an established IT 
outsourcing partner in a nearshore or offshore destination for a set 
amount of time, typically around 3 years. During this time, the IT 
outsourcing partner fully sets up and builds your IT and/or software 
development team and manages ongoing operations. And after the set 
period of time, 100% of the fully operational team, technologies, and 
knowledge is legally transferred to your company.

Build 
1 - 6 Months

Outsourcing Partner 
Builds Your DDC

Outsourcing Partner 
Manages Your DDC

Outsourcing Partner 
Transfers Your DDC

• Understand your needs
• Recruit and hire local talent
• Onboard and train your team
• Provide office space and 
required infrastructure

• Implement agile methodologies
• Ensure fluid communications
• Provide performance reporting
• Provide HR and professional 
development support

• Register your offshore 
subsidiary
• Fully transfer 
knowledge, IP, and assets
• Complete the handover 
of operations

Operate 
3 years

Transfer 
After year 3

How does a BOT engagement work 
in IT outsourcing?
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1. How does BOT differ from DDC?
During this phase, typically lasting between one and six months, the 
outsourcing partner builds your dedicated delivery center (DDC). This 
process should involve in-depth requirement gathering techniques to 
truly understand your business needs and goals in addition to your 
technical goals and requirements. Once the requirements are fully 
established, the outsourcing partner will proceed with recruiting, hiring, 
and onboarding your dedicated team of IT and/or software 
development experts. The outsourcing partner will take care of 
providing the physical office space for your team to work from, in 
addition to putting in place the necessary systems, tools, and 
technologies.

2. Operate Phase
During the operation phase, the outsourcing partner will manage the 
day-to-day operations to meet your IT and software development 
project needs. To ensure the best results, this should include regular 
daily, weekly, monthly, and quarterly communications and reporting 
cycles between your internal staff and the outsourced team. In addition 
to the project operations and communications, the outsourcing partner 
will provide HR and, ideally, professional development support to your 
dedicated team to help ensure retention and optimal performance.

3. Transfer Phase
At this point in the engagement, typically after concluding year 3, your 
dedicated offshore delivery center is now ready to be fully transferred 
as a foreign subsidiary, 100% owned by your organization. The 
outsourcing partner will assist with registering your company’s foreign 
subsidiary in the nearshore or offshore location. This will be followed by 
a full transfer of the employees, knowledge, intellectual property, and 
assets. From this point on, your organization is ready to seamlessly 
continue operations with your newly acquired, but already fully 
operational, offshore/nearshore team.
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What are the benefits of BOT for 
IT outsourcing?

The BOT engagement model of IT outsourcing offers significant 
advantages if you’re looking to gain the cost- and time-saving 
benefits of offshore/nearshore IT talent while keeping core 
competencies in-house and maintaining firm control over your 
intellectual property. The main benefits include:

Speed to 
market

Quality 
control

Full knowledge 
and IP retention

Flexibility

You define the 
quality metrics in 
the Service Level 
Agreement (SLA)

Retain knowledge 
and capture 
intellectual property 
for future use

Transfer the operation 
internally or continue 
to operate externally if 
business needs 
change

Local 
knowledge

Cost 
efficiencies

Risk 
avoidance

Quickly Build your 
dedicated team with 
the required skills sets 
and expertise to 
increase speed to 
market

Leverage the local 
knowledge of an 
experienced 
outsourcing 
provider

Greatly reduce 
both up-front 
setup costs as 
well as long-term 
salary costs

Avoid the risks 
related to setting 
up an offshore 
team on your own
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What to look for in a BOT IT 
outsourcing partner?

If you’ve decided BOT is the right IT outsourcing engagement model for 
your organization, the next step involves seeking out the right IT 
outsourcing partner. Some of the key characteristics that you should 
evaluate carefully during the selection process include: 

Location, location, location. This saying not only applies to retail, but 
also to IT outsourcing. Seek out a partner with locations that align with 
your business culture and time zone, and can be reached by plane in 
hours, not days.

1. Location
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The ultimate purpose of any IT or software development project is to 
solve a business need. Look for a partner that takes the time to truly 
understand your business needs and goals, and can provide tailored IT 
solutions that drive growth, innovation, and success. 

2. Business focus 

Although automation is becoming a larger part of IT and software 
development, people are still (and will likely always be) the core of any 
business. Make sure your IT outsourcing partner invests in recruiting, 
retaining, and developing top IT talent.

3. Skills and experience 

Communication is paramount to ensuring success in any relationship – 
especially in IT outsourcing. Ask the providers you’re considering to 
clearly outline their communication and reporting plans and ensure 
they will be available and responsive during your working day.

4. Communication

Your business is unique, and this is what helps differentiate your 
offerings in an increasingly competitive marketplace. Seek out an IT 
outsourcing partner that can provide tailored, flexible solutions that 
can be quickly and easily scaled up or down as your needs evolve.

5. Flexibility and scalability

Today, even seemingly small security or compliance breaches can have 
enormous monetary and brand-damaging consequences. Make sure 
any IT outsourcing provider you plan to work with has a proven track 
record in ensuring both security and compliance for their customers.

6. Security and compliance
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The Bottom Line

The need to expand globally, deliver unique IT and software solutions 
more quickly to customers, and innovate to stay ahead of the curve 
continues to drive more and more companies to seek out offshore and 
nearshore IT outsourcing solutions. The build-operate-transfer 
engagement model offers a unique approach to the traditional DDC 
model, allowing companies to gain more control, and eventually, fully 
own the DDC as their own foreign subsidiary.

Although BOT may not be the right solution for every company 
considering IT outsourcing, it does offer significant business and 
strategic benefits for many. If your organization is looking to establish 
a presence in new markets or simply leverage the cost-saving benefits 
of offshore/nearshore IT outsourcing while maintaining a firm hold on 
proprietary systems, technologies, and IP, BOT is likely an excellent fit.

TEAM International has over 25 years of experience providing 
customized IT and software development solutions, including BOT 
engagement models, to leading companies in the U.S., Europe, and 
Asia. Contact us today if you’d like more information or have 
questions about how to determine the right IT engagement model for 
your business.
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