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Executive Summary

Vietnam is a worldwide IT outsourcing
powerhouse. Formerly a low-cost offshore
destination, the country is today known for
its rising tech talent, technical ability, and
complicated software development
experience.

This transformation is driven by the
maturity of local IT firms after decades of
global competition, backed by strong
government support and a stable
geopolitical environment.

Today, global companies are increasingly
turning to Vietnam not only to reduce
costs, but to extend engineering capacity
and support long-term product and
platform development.

The truth is, achieving such sustainable
success in Vietnam requires more than just
hiring talent; it demands a deep alignment

of how work is structured and governed in
practice.

This ebook provides:

e A clear view of Viethnam's position in the global IT outsourcing landscape

¢ Deep dives into talent capabilities, engagement models, and pricing structures

e Practical frameworks for collaboration, governance, quality, security, and
compliance

e Real-world challenges and proven mitigation approaches

e Strategic considerations for moving from pilot projects to scalable delivery

This ebook is designed for CEOs, CTOs, Heads of Engineering, and Vendor Managers
who are evaluating or scaling IT outsourcing in Vietnam to address talent gaps, cost
pressures, and distributed execution challenges.
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Over the past decade, IT outsourcing has evolved from a cost-driven strategy into a
core enabler of digital transformation. Enterprises are no longer outsourcing solely to
reduce expenses; instead, they seek scalable engineering capacity, faster innovation
cycles, cloud modernization, and access to global tech talent. As a result, IT
Qutsourcing (ITO), Business Process Outsourcing (BPO), and Infrastructure as a Service
(laaS) are increasingly converging into an integrated global delivery ecosystem.

This convergence is reshaping how organizations design sourcing strategies, pushing
offshore development centers, managed services, and cloud platforms into a single,
interconnected market. Understanding the size, growth trajectory, and structure of
this global market provides essential context for assessing Vietnam'’s position within

the international IT outsourcing landscape.
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Global IT Industry Overview

Market Size & Growth

Global spending on IT services, cloud infrastructure, and digital platforms surpassed
USD 4.7 trillion in 2024, with enterprise IT services and cloud computing representing
the fastest-growing segments (McKinsey Digital). Cloud infrastructure alone has
become a core foundation for modern IT, with public 1aaS and platform services
sustaining double-digit annual growth as enterprises modernize legacy systems and
scale digital products.

10% Reflects a strong shift toward IT outsourcing as companies seek cost
CAGR  efficiency, faster delivery, and access to global tech talent. (Statista)

o Represents annual growth in demand for external engineering and IT
12 /oll' outsourcing support in Europe, driven primarily by hiring constraints
rather than cost savings. (ISG)

Global IT Talent Shortage as a Growth
Constraint

While demand accelerates, supply has not kept pace. Multiple global studies confirm
that talent scarcity—not technology—is now the primary bottleneck for IT execution.

Represents the projected global shortage of skilled IT professionals by
4M+ 2030, with the most severe talent gaps in the US, Europe, and Japan.
(Korn Ferry)

60- ClOs and IT leaders report difficulty hiring skilled developers, with
80% shortages directly impacting delivery timelines, innovation capacity,
° and operational resilience ((KPMG; IDG; Australian Computer Society).
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Global IT Industry Overview

Geographic Imbalance Between
Demand and Supply

From a demand perspective, North America and Western Europe account for the
majority of global IT services consumption, driven by advanced digital economies and
complex enterprise systems. However, these regions face aging workforces, wage
inflation, and limited graduate supply in core engineering disciplines.

Represents the combined share of global outsourcing expenditure from
60%-|- North America and Western Europe, driven by talent shortages, rising
technology complexity, and cost pressures (McKinsey).

Represents North America’s share of global outsourcing revenue, with
~33% the U.S. alone generating around US$146B in BPO revenue in 2024
(Precedence Research; Techspeed).

In contrast, Asia-Pacific plays a dual role:

¢ Itisthe largest offshore delivery base for software and IT services.

e It is also the fastest-growing source of new IT demand, particularly in Japan,
Southeast Asia, and Australia, where digital transformation is accelerating but local
talent pools remain insufficient.

This imbalance is pushing enterprises toward multi-country sourcing strategies,
reducing reliance on a single offshore market and seeking locations that offer a
combination of engineering depth, scalability, cost efficiency, and long-term
workforce growth.

These global dynamics create a clear foundation for examining Vietnam'’s role as an
emerging IT outsourcing destination, which will be explored in the next section
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Overview of Vietham’s IT
Outsourcing Market

Vietnam’s IT outsourcing market has evolved from an emerging option into a strategic
offshore destination in Asia-Pacific. Strong growth in software export revenue,
developer workforce scale, and sustained FDI into ICT infrastructure now underpin its

expanding role in the global outsourcing ecosystem.

IT services export revenue and market

scale
usD usD usD
14-17B 165.9B 1.5B ~73,788
Projected Digital Software & Number of
domestic ICT technology digital services Vietnam digital
services market industry revenue export revenue tech
size in late 2020s in 2024 (Source: (2024) (Source: enterprises in
(Source: MIC via Vietnam Vietnam News) late 2024

Trade.gov) Briefing) (Source: MIC)

Vietnam's IT services market is forecast to
grow from USD 2.37B (2025) to USD 3.98B
by 2030, at a 10.98% CAGR, supported by
public digitalization, nearshore demand,
and cloud growth.

Vietnam's IT Services Market

This growth is driven by strong o
government spending on digital % ,
transformation, increasing nearshore %

outsourcing demand from Japan and the
United States, and faster adoption of cloud
technologies

(Source: Mordor Intelligence)
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Overview of Vietham’'s IT
Outsourcing Market

Foreign direct investment (FDI) in ICT
and digital infrastructure

While many of these investments target
manufacturing, their indirect impact on
Vietnam’'s IT  outsourcing sector is
substantial. They contribute to skill
transfer, managerial expertise, English-
language proficiency, and the maturation
of local technology ecosystems—factors
critical for delivering complex offshore
software projects.

Key IT Delivery Hubs in Vietnam

Vietnam’s IT outsourcing capacity is concentrated in three primary urban hubs - Ho
Chi Minh City, Hanoi, and Da Nang—each offering distinct advantages depending on
delivery scale, project complexity, and long-term sourcing strategy. Rather than
competing directly, these cities play complementary roles within Vietnam'’s national IT
services ecosystem.
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Types of IT Services in Vietnam

In 2024, IT Outsourcing accounted for
approximately 40 % of the Vietnam IT
services market, making it the largest
single service category and
underscoring its role as the core driver
of the country's IT services industry.

BPO is Vietnam's second most
prominent outsourcing service.

BPO
20%

It Outsourcing
39.6%

Others
(Consulting,
Cloud,...)

40.4%

Beyond core software development, other IT services in Vietnam remain niche in 2024.
QA/testing is typically bundled with development contracts, while Cloud, DevOps, Al,
and R&D function as supporting capabilities rather than major standalone export

drivers.

—‘!'|_| _E_|“_|:|
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Overview of Vietham’s IT
Outsourcing Market

Top Countries Outsourcing IT Services to
Vietham

Japan is Vietnam's largest and most
stable outsourcing market. Industry
surveys indicate that approximately 31-
32% of Japanese IT companies prefer
Vietnam as their offshore development
destination, making it Japan’s top
outsourcing partner in Southeast Asia.
Vietnamese IT firms are estimated to
serve nearly 500 Japanese clients,
ranging from large system integrators

to mid-sized enterprises and digital
startups. (Source: VINASA)

North America, led by the United States,
represents Vietnam’'s fastest-growing
outsourcing market. U.S. companies
increasingly engage Vietnamese teams
for software development, cloud
engineering, data platforms, and product

modernization.

Europe forms the third major export
pillar, with demand coming primarily
from Western and Northern Europe.
European enterprises outsource to
Vietnam to address hiring constraints,
cost pressure, and the need to
modernize  legacy systems  while
maintaining quality standards.

—‘I | E—Lﬂ
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Snapshot of Vietham's
Broader Tech Ecosystem

Government-led push for the digital
economy and IT exports

Vietnam's government has positioned the
digital economy and IT industry as strategic
national growth pillars. The National Digital
Transformation Program, launched in 2020,
set ambitious targets through 2025 and 2030,
and this direction was reinforced by a late-
2024 Politburo resolution.

Resolution 57-NQ/TW encourages wider use of
Al, blockchain, and 10T, expanding the types of
IT services in the market. At the same time,
updated procurement rules make it faster to
award projects, strengthening Vietnam’'s IT

services industry overall CHU TICH HO CHIMINH

Target share of the digital economy in Vietnam'’s
30% of GDP e GDP by 2030, reflecting strong state commmitment
to digital-first growth. (Sources: Trade.gov)

High-tech sectors’ targeted contribution to
50% of exports —————@ Vietnam'’s total export value by 2030, signaling a
shift toward technology-driven exports.

Total revenue of Vietnam's digital technology
USD 198B @ indlustry in 2025, driven by rapid expansion across
ICT and electronics.

Contribution of the digital economy to Vietnam’s
12% of GDP () GDP by 2023, placing Vietnam among ASEAN's
leading digital economies.

AIIELR
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Snapshot of Vietham'’s
Broader Tech Ecosystem

Infrastructure foundation supporting IT
services growth

Vietnam has invested heavily in digital
and physical infrastructure to sustain its
technology expansion.

In 2024, Vietnam launched the Asia
Direct Cable (ADC), the country’s
highest-capacity subsea internet cable,
connecting Vietnam to major Asian hubs
including Japan, Singapore, Hong Kong,

and the Philippines (Source: Kenno)

Number of major centralized digital technology
8 tech parks —_— ) ) )
parks operating nationwide.

Estimated annual revenue productivity of digital
USD 10M/hectare ——————@ technology parks, significantly ~ exceeding
traditional industrial zones.

Key takeaways

e Vietnam's IT outsourcing sector is embedded within a rapidly expanding national
digital economy, not operating in isolation.

e Strong government direction, export-oriented policy, and infrastructure
investment provide structural support for long-term IT services growth.

o Workforce scale, connectivity, and innovation zones together form a robust
ecosystem foundation that enhances Vietnam's visibility in the global IT
outsourcing landscape.
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Vietnam'’s rise as an IT outsourcing destination is fundamentally talent-driven. Beyond
cost and macro stability, the country's developer scale, skill composition, and capability
trajectory determine what types of work can be delivered reliably today—and what can
be scaled tomorrow. This chapter examines Vietnam's tech talent base from a capability
and readiness perspective, not just headcount.

Key Takeaways

e Vietnam offers a large, young, and continuously replenished tech workforce

o Skills align well with global mainstream stacks and modern cloud architectures

e Domain expertise is strongest in BFSI, e-commerce, healthcare, and enterprise
systems

¢ Communication capability is improving, with effectiveness highest under structured
delivery models

e Cost structures remain competitive while supporting long-term scalability
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Vietnam’'s Tech Talent

Talent Pool Overview

Devel Graduates IcT
evelopers Jyear workers
Estimated number of Annual supply of IT- Total workforce across
software developers related graduates software, telecom, and
supporting Vietnam's IT sustaining long-term digital technology
outsourcing capacity talent growth (MOET; sectors (MIC, Vietnam
(TopDev, 2024; MIC). MIC, 2024). ICT White Book 2024).
Talent Concentration
Vietnam's tech workforce is highly urban-concentrated:
Da Nang weeeeeee Others: 2%
contributes  cerecece .
around 4% : :
Ho Chi Minh

Hanoi represents . City accounts

approximately Teeasenes for roughly 59%
35% of software
developers

(Source: TopDev IT Market Report 2024)
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Skills, Tech Stacks & Domain
Expertise

Core programming languages and
frameworks

Most widely used languages include: MOST POPULAR TECH STACK

e JavaScript, Java, C#/NET, Python, and JaVEs Tt e 0

PHP, reflecting demand for web, e —
backend, and enterprise systems. PHP
N e
PO i’
Popular frameworks and platforms Swift g 40%
H Objective * 18%
include: .
Ces ﬂ%
Ruby | 43%
e Spring Boot (Java), ASP.NET Core (.NET), Go u 19.9%
Laravel (PHP), Django/Flask (Python) Scala  09%
o Front-end libraries such as React and ot
Flutter g 3%

Angular
(Source: TopDev Technology Stack Report 2024)

In mobile development, Android (Java/Kotlin) and iOS (Swift) dominate, while Flutter
and React Native adoption is increasing for cross-platform projects (Source: MIC Digital
Skills Assessment 2024).

Cloud and DevOps capabilities

AWS is the most widely used cloud platform,
followed by Microsoft Azure, with growing
exposure to containerization using Docker
and Kubernetes (Source: Vietnam Digital
Economy Report; Trade.gov Vietnam ICT
Overview)

AIIELR
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Skills, Tech Stacks & Domain

Expertise
Emerging specializations

Vietnam is actively expanding capacity in
Al, data analytics, fintech, and
blockchain, driven by both market
demand and national policy. Government
strategies aim to build tens of thousands
of advanced digital specialists by 2030,
particularly in Al and data-driven
technologies (Source: National Al
Strategy; Politburo Resolution on Digital
Transformation 2024).

Industry vertical experience

Vietnamese IT service providers commonly deliver solutions across:

Banking, financial services,
and insurances (BFSI)

E-commerce and retail
platforms

BFSI contributed 26.88% of the Vietnam
IT services market share in 2024. Al-
driven risk scoring, open APIs, and real-
time fraud analytics drive sustained
consulting and platform demand.

(Source: Modor Intelligence - Vietnam
IT Services Market Report)

Al ELA

Healthcare and medtech

Telecommmunications and
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Language & Cultural
Compatibility

Communication effectiveness in Vietnam improves significantly when paired with
structured governance, clear documentation, and explicit escalation paths.

500 #64 globally #8 in Asia

EF English Proficiency Vietnam'’s global ranking Regional ranking within
Index score in 2024, for English proficiency Asia, reflecting improving
placing Vietnam in the among participating communication

capability for offshore

moderate proficiency tier countries
collaboration

(Source: EF English Proficiency Index 2024)

Cultural working norms

Vietnamese business culture is generally:

Hierarchical, with respect for seniority
Relationship-oriented, emphasizing trust and long-term cooperation

Conflict-averse, preferring indirect feedback and consensus-building

In delivery contexts, this often translates into:

High responsiveness and diligence
Strong adherence to defined processes

Strong adherence to defined processes
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Cost Structures & Salary
Benchmarks

Vietnam maintains a competitive IT cost structure. The detailed differences will
depend on specialization and city.

Level Estimated Salary
Entry-level IT graduates USD 480-600
Junior Developers USD 600-1000
Mid-level Engineers USD 1000-1500
Senior Developers USD 1500-2500

(Source: TopDev Salary Report 2024)

Vietnam'’s pricing competitiveness is strongest when evaluated over multi-year
engagements, where stable salary growth and workforce availability reduce hidden
delivery costs.

Salary levels in Ho Chi Minh City tend
to be higher than Hanoi, reflecting
cost-of-living differences and industry
concentration, while secondary cities
remain more cost-efficient. (TopDev)

For outsourcing engagements, Vietnam
continues to offer hourly development
rates well below those in North America,
Western Europe, and advanced Asian
markets, supporting its value
proposition  for  cost-sensitive  yet
capability-driven projects (Source:

Trade.gov  Vietnam ICT  Services
Overview).
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Outsourcing decisions have shifted. For many enterprises, the core question is no
longer “Where is cheapest?” but “Where can we build reliable engineering capacity that

remains competitive for the next 3-5 years?” Vietnam is increasingly relevant because it
sits at an unusual intersection: rapid national digital scaling, a growing technical
workforce, and an economic structure that still supports cost predictability for multi-
year delivery models.

This chapter explains why Vietnam is moving from a “cost option” to a strategic delivery
hub - especially for buyers who need sustained software development capacity,
consistent delivery governance, and the ability to scale teams without near-shore salary
pressure.

A ELA Vietnam IT Outsourcing Guide | 17
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Price Advantages of Vietham IT

Outsourcing

Price is often the first consideration when selecting an outsourcing destination, but
Vietnam'’s advantage goes far beyond low hourly rates. Its real strength lies in risk-

adjusted cost efficiency—the ability to deliver sustained value at a lower total cost over

time.

Competitive Labor Costs with Strong

Talent

~US $960/month

Avg of developer salary in
Vietnam is lower than
most countries and
slightly higher than India

#5 globally

Ranking in
Marketslnsider’s list of top
outsourcing destinations

Average Software Developer Salary

India Vietnam @ Asia

© Western Europe @ US

India

Vietnam

Western Europe

0 20000 40000 60000 100000

usD

80000

Sources: Arc.dev, Glassdoor

Lower Operational and Infrastructure

Overhead

25.9

Vietnam'’s mid-2025 Cost of

Living Index, highlighting its

position as one of the world's

most cost-efficient locations
for IT outsourcing.

Source: Numbeo'’s mid-2025 Cost
of Living Index.

—‘|'|_| _E_|“_|:|

Cost of Living Index Comparison

Vietnam @ Poland @ China @ US

Vietnam

Poland

China

us
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Government Incentives That Reduce Total Cost

Vietnam's government actively supports the ICT sector through tax holidays,
investment incentives, and technology-focused policies. These measures help foreign
companies reduce setup and ongoing operational costs, further improving overall cost
efficiency for long-term outsourcing engagements. (Source: VietnamNews)

Lower Total Cost of Delivery (TCD)

Vietnam's true cost advantage becomes clear when evaluating Total Cost of Delivery,
not just headline rates.

— ~
— - ~ ~~-

N
SN
~

//”/ /// T~
_— e ~—
- - ~. =~
-’ - - \-
| | |
1 1 1

Communication Replacement Market volatility
time
; Compliance
Process maturity Ramp-up burdens
. Sudden operating
Documentation Knowledge loss shocks

Vietnam performs strongly across these dimensions due to improving process
maturity, stable teams, and predictable delivery models. According to KPMG,
enterprises can achieve 30-50% lower operating costs in Vietnam compared to
destinations such as China or India when factoring in these variables.

Vietnam is particularly cost-effective for organizations that require:

e Long-lived teams (12-36 months or more)
¢ Ongoing knowledge accumulation (platforms, data pipelines, product modules)
o Repeatable delivery cycles with predictable quality

—lELn
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Communication and Cultural Fit
Why Vietnam stands out despite not being #1 on English

With clear requirements, structured documentation, defined acceptance criteria, and
disciplined escalation, Vietnamese teams often outperform higher-ranked English
markets on real delivery outcomes.

Vietnam'’s English proficiency is improving alongside
stronger delivery practices, allowing teams to perform
well under structured governance.

e Global engineering workflow exposure
¢ Documentation-first delivery
o Comfort with distributed, cross-border teams

Cultural Fit for Long-Term Outsourcing

e Consistent execution and process e Platform and long-term product
discipline development

e Stable teams with long-term e Regulated or enterprise-grade
commitment systems

e Preference for reliability over e Multi-stakeholder and workflow-
individual heroics heavy projects

Time-zone fit as an operating advantage

* Delivery sustainability over

e Real-time APAC coordination . .
long project lifecycles

o Partial overlap with Europe »

o Reduced need for night shifts Coordingiien evailhcsd

€ m

—lELn
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Low Geopolitical Risk and Strong
Government Support

For enterprise outsourcing, geopolitical stability and policy predictability are no longer
secondary considerations. They directly affect delivery continuity, data security, and
long-term investment decisions. In this context, Vietnam stands out as a low-risk
outsourcing destination within Asia.

Political stability as a delivery enabler

Worldbox Business Intelligence rates Vietnam's

8 / 10 (Stable) political risk as one of the lowest in Southeast Asia,
citing strong political stability and minimal threats
to ongoing governance.

Lower risk of sudden labor or mobility disruptions

Vietnam'’s stable, centralized political system reduces the likelihood of abrupt
policy shifts compared with more polarized or conflict-prone markets.

Predictable regulatory enforcement

Policy continuity and long-term strategic governance support consistent
application of regulations, lowering compliance risk for foreign firms.

Government support as a structural advantage

Policy Direction A 2024 Politburo resolution identifies science, technology,

innovation, and digital transformation as national
breakthrough priorities, ensuring long-term policy support
(Vietnamese Government Portal).
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Low Geopolitical Risk and Strong
Government Support

Innovation Focus National policy emphasizes Al, cloud, data platforms, and

loT with direct commercial application, rather than pure
research-driven innovation (Source: Trade.gov).

Cybersecurity and digital governance credibility

Tier1

Vietnam is ranked in the
highest tier of the ITU Global
Cybersecurity Index, indicating
strong national readiness across
legal, technical, and
institutional cybersecurity
frameworks.

For outsourcing buyers, this matters
because cybersecurity ~maturity s
increasingly tied to:

e Enterprise risk assessments

e Data protection compliance

e Client trust in cross-border data
handling

Vietnam's  cybersecurity  positioning
reduces perceived risk for projects
involving  sensitive data, regulated
industries, or critical digital
infrastructure.

AlELA
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Rapid Economic and IT Industry
Growth

Economic growth as a capacity signal

Vietnam recorded strong GDP growth in 2024, outperforming many regional peers.
This growth is not consumption-led alone; it is supported by exports, manufacturing,
and increasingly, digital and technology-driven sectors.

IT and digital economy momentum

Digital Economy Share of GDP Vietnam’s IT and digital economy
sectors are growing faster than the

2020 9
overall economy.

2024 2

Year

2030 30 . o
e Rising tech sophistication

o 5 10 5 20 25 30 §
% of GDP e Strong domestic IT ecosystem
e Sustained public + private

investment
(Sources: World Bank; Vietnam MIC; U.S. International
Trade Administration; Trade.gov)

Deep and Sustainable Talent

Pool
Tech Enterprises ~80,000
ICT & Digital Workers ~1.9M ¢ Continuous talent replenishment
e Team scaling without wage spikes
IT Graduates / Year 50,000+ e Better continuity in long programs
Median Age: Young ~58% aged 20~ (Sources: Tuoi Tre News;, MOET; MIC, 2024;
29 World Bank demographic data )
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Deep and Sustainable Talent
Pool

Strong Education Pipeline and Technical Foundation

Vietnam’s outsourcing proposition is evolving beyond workforce scale toward applied
technical depth and innovation readiness, supported by both market demand and
national policy direction.

Around 27-29% of Vietnamese students pursue STEM
majors, supported by leading universities such as HUST,
UIT, HCMUS, HCMUT, and FPT University. This creates a

steady, sustainable talent pipeline.

Vietnam excels in applied software engineering -
enterprise apps, platforms, system integration, and
embedded software—driven by STEM-focused education
and export-oriented IT delivery (U.S. Dept. of Commmerce —
Trade.gov).

Reliable Workforce and Delivery Continuity

Vietnamese professionals are known for strong work ethic
and accountability (HRM Asia, 2025), supporting stable
offshore delivery.

VietnamNet reports 75% of companies avoided layoffs and
47.2% maintained attrition at 1-10%. Impact:

e Predictable delivery capacity

e Lower replacement & retraining costs

e Higher long-term offshore ROI

—lELn
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In IT outsourcing, how you engage is often more consequential than where you
outsource. Many outsourcing failures attributed to geography are, in practice, the result
of misaligned engagement models—structures that do not match the client's product
maturity, governance capability, or risk tolerance.

Vietnam’s outsourcing market has shifted from short-term projects to long-term,
capacity-based engagements. Buyers now prioritize sustained engineering capability,
with pricing and delivery models emphasizing predictability, accountability, and
scalability.

This chapter examines the engagement models most commonly used when
outsourcing to Vietnam, how they function in practice, and the strategic trade-offs each
introduces. Rather than promoting a single “best” model, the analysis focuses on fit
between business objectives, delivery lifespan, internal maturity, and pricing logic.

Vietnam IT Outsourcing Guide | 25



Common IT Outsourcing
Models

McKinsey's global IT services research consistently finds that delivery outcomes
correlate more strongly with engagement model and governance design than with
location choice alone.

ISG and Gartner both note a global shift from transactional, project-based
outsourcing toward capacity-based and lifecycle-oriented models, particularly for

digital and product engineering.

Location-Based Outsourcing Models

Onshore

Delivery within the
client's home country,

Nearshore

Delivery from nearby

Offshore

Remote delivery

What it . . or culturally similar from large, cost-
o offering maximum } . ) e
is regions with partial competitive talent
regulatory and cultural .
. time-zone overlap. markets.
alignment.
Long-term
. o Japan/APAC-based | ° 9
e Highly regulated or B— product and
sovereignty- platform
Best use sensitive systems . development
¢ Medium-term
cases rograms needin
e Situations requiring prog 9 e Scalable
hysical presence frequent engineerin
phy P collaboration 9 ) 9
capacity
High cost and limited . . Weak governance
q I Overestimating real-
Hidden | talent scalability for . can reduce
. time overlap for .
risk long-term product outcomes despite
Europe or the U.S. .
work. high output.
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Common IT Outsourcing
Models

Payment-Based Outsourcing Models

What it is
cost.
¢ MVPs or proof-of-concept
builds
Best use e System migrations with
cases stable requirements
e Entry-stage vendor
evaluation projects
Hidden risk Rigid scope and reduced

Engagement Models Based on Team Structure

What it is

Cost

AlELA

Fixed-Price

Time & Materials (T&M)

Predefined scope, timeline, and | Pricing based on actual effort,
allowing scope to evolve.

Project-Based
Teams

Teams deliver a
predefined scope
within a fixed
timeline and budget.

Stable, rigid in reality

flexibility in complex products.

¢ Ongoing product and

platform development

e Teams operating under agile

Dedicated Team

A long-term, client-
aligned engineering
team operating as an
extension of the
client's organization,
with stable headcount
and shared processes.

Stable, predictable

or iterative models

o Clients with established
governance and delivery
oversight

Requires strong governance to
avoid cost opacity.

Staff Augmentation

Individual engineers
are embedded into
the client's existing

teams and workflows.

Flexible, variable



Common IT Outsourcing
Models

Why
Viethnam
Fits

Best
used
when

Typical
Structure

Hidden
risks

AlELA

Project-Based Teams

Strong execution
discipline and cost
efficiency for clearly
specified work.

e Internal teams

need to focus on
core competencies

¢ Requirements are

stable and well-
documented

e Vendor forms and

manages the
delivery team

e Milestones,

timelines, and
acceptance criteria
defined upfront

e Client reviews

outputs at key
checkpoints

Limited adaptability;
scope changes
increase cost &

coordination
overhead.

Dedicated Team

Large, young,
replenishing tech
workforce

Lower long-term
attrition risk
Cultural preference
for stability and
long relationships

Software is core to
the business
Product roadmap
spans multiple
years

Client can provide
product ownership
& governance

Monthly, capacity-
based pricing (per
role / team)

Fee covers salary,
overhead,
management,
infrastructure
Flexibility via role
swaps & team
resizing, not staff
churn

Without strong
product leadership,
teams may deliver

outputs without

business impact.

Staff Augmentation

e Fast access to
talent

o Flexible scaling
Good fit for
distributed teams

o Temporary
capacity gaps

e Specialized skills
needed quickly

e Client already has
strong
architecture &
leadership

e Time-and-
materials
contracts

e Engineers
embedded into
client tools,
workflows,
ceremonies

High reliance on
individuals increases
disruption risk if
turnover occurs.



How to Choose the Right
Engagement Model

At its core, every engagement model answers three fundamental questions:

Who absorbs

. Scope changes, rework, learning curves
uncertainty? - < <

Who controls

. . Governance vs vendor execution
delivery quality?

Who pays when

plans change? Risk buffers, change requests, overhead

Start with Business Reality, Not Vendor
Options

How certain is your
product and
delivery direction?

High Low

Product scope evolving, priorities Frozen scope, compliance-driven
shifting, architecture still forming work, defined acceptance criteria

e Capacity-based models

(Dedicated Team / ODC) Project-based or Fixed-Price
o Long-lived teams that adapt models

without contract resets

AIIELR



How to Choose the Right

Engagement Model

Match the Model to Your Internal Maturity

If your internal delivery system is weak, no engagement model will save you—but

some will fail more slowly than others.

High internal
maturity

(Strong PM, architecture ownership,
clear documentation)

What to choose: Staff Augmentation
/ Hybrid Model

Why:
¢ Vietnamese engineers integrate
well into structured environments
e Speed comes from clarity, not
supervision

Limited internal
bandwidth

(Overstretched leadership, unclear
ownership, weak documentation)

Better fit: Dedicated Team / ODC /
Managed Services

Why:
e Responsibility is institutionalized
e Delivery doesn't rely on individual
heroics

Align Time Horizon with Model Design

Engagement Duration = What Matters Most Practical Insight

<3-6 months Execution focus

6-12 months Governance quality

12-36 months Structural durability

AIIELR

Most delivery models can work if
scope is tightly controlled

Weak model choices begin to
create friction and slow delivery

Dedicated Teams, ODCs, and BOT
models consistently outperform



How to Choose the Right
Engagement Model

Evaluate Vendor Capability for the Chosen
Model

The real question for vendors is not: “Do you provide this model?” but: “Have you built
systems, leadership, and incentives that make this model work long-term?”

e Can the vendor keep the team for 12-36 months?

Dedicated Team / ) )
o Are there delivery leaders (PM, Tech Lead), not just

oDC )
engineers?
e How are onboarding, documentation, and knowledge
retention handled?
¢ What happens when someone leaves — process or
improvisation?
Staff e Are engineers trained to integrate into client workflows?

) e Are commmunication rules, escalation paths, and

Augmentation .
reporting clear?

o How are replacements handled without knowledge loss?

e Does the vendor reduce dependency on specific

individuals?

Fixed-Price / e Does the vendor invest in discovery, or rush estimates?
Project-Based ¢ How are change requests priced and governed?
e Is quality ensured by contract terms—or by delivery
processes?

e Do they optimize for outcomes, or just milestone
acceptance?

Al ELA



How to Choose the Right
Engagement Model

Operational Context Shapes Model Choice

Time-Zone and
Execution Rhythm

Language &
Communication
Load

Data &
Compliance
Sensitivity

For organizations building core digital capabilities, Vietnam is not best approached as
a place to “buy projects cheaply.” It is better understood as a location to build and

sustain engineering capacity, where value emerges progressively rather than

immediately.

You can check out this blog on why businesses choose to outsource IT services s in

If your team is offshore and distributed

» Choose: Dedicated Team / ODC

Why: Designed for async execution and structured
handoffs

If work involves ambiguity or evolving requirements
» Choose: Dedicated Team / ODC
Why: Enforces written-first workflows and clear ownership

If tasks are well-defined
» Choose: Fixed-Price or Staff Augmentation

If data is regulated or cross-border
» Choose: Managed Services / BOT
Why: Clear accountability for security and compliance

Vietnam for a clearer view.

Al ELA
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