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Introduction

IT nearshoring means relocating software development or IT services

to nearby countries, typically within the same region, to reduce costs

and access skilled talent while maintaining similar time zones and

cultural alignment. 

Nearshoring within Europe offers geographic proximity, minimal time

zone differences, easier travel, cultural alignment, and simplified EU

legal compliance (e.g., GDPR). Countries such as Poland, Romania,

Portugal, Spain, Czech Republic, Hungary, and Italy offer strong

tech ecosystems, solid infrastructure, EU membership, and lower

labor costs compared to Northern Europe.

Cities are categorized as Tier 1 (major capitals), Tier 2 (strong

secondary hubs), and Tier 3 (smaller emerging centers). Tier 1 cities

provide large talent pools but higher costs. Tier 2 cities balance cost

and quality. Tier 3  offer lower costs and less competition but smaller

talent pools.
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Tier Classification Framework
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Choosing the right nearshoring city requires evaluating key

factors such as talent availability, labor market size,

education quality, infrastructure, operating costs, business

climate, labor cost, talent fluctuation and quality of life. 

These criteria form the basis of Tier 1, Tier 2, and Tier 3 classifications,

which differ mainly in ecosystem maturity, cost levels, and depth of

talent pools.



Labor Market Size & Quality
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Tier 1 cities have very large IT
talent pools—often tens of
thousands of developers. For
example, Warsaw has over
156,000 software developers,
attracting multinational firms
and experienced
professionals.

Tier 2 cities offer solid but smaller
talent bases, often supported by
strong universities and growing
tech ecosystems. Cluj-Napoca,
for instance, hosts nearly 200 IT
companies despite being smaller
than the capital.

Tier 3 cities have limited but
specialized talent pools, usually
anchored by one or two
universities or major employers.
While quality can be high,
scaling teams is more
challenging due to smaller
workforce size.



Talent Specialization and Skills

Tier 1 cities provide the widest
range of IT expertise, covering
both mainstream technologies
and advanced fields like AI,
fintech, cybersecurity, and
blockchain. Major hubs such as
Warsaw and Kyiv host mature,
diverse tech ecosystems with
strong startup scenes and
multinational R&D centers.
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Tier 2 cities often develop strong
capabilities in specific domains,
typically influenced by leading
universities or regional industries. For
example, Brno and Cluj-Napoca are
recognized for engineering talent,
automotive software, and
embedded systems.

Tier 3 cities usually offer more
niche expertise, often anchored
by a major technical university
or key employer. Kaunas, is
home to Kaunas University of
Technology, for instance, has a
growing fintech and game
development community,
though on a smaller scale.



Education and University Ecosystem

Tier 1 cities host top national
universities and produce the
highest number of IT graduates.
For example, Prague (home to
Charles University and Czech
Technical University in Prague),
as well as Madrid and Milan, are
major academic hubs supplying
large tech talent pools.
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Tier 2 cities such as Poznań and
Porto have strong regional
universities that ensure a steady
flow of IT graduates and
collaborate closely with industry.

Tier 3 cities produce fewer
graduates and may rely on
smaller colleges, often requiring
companies to invest more in
training or attract talent from
other regions.



Infrastructure and Connectivity

All tiers benefit from Europe’s
strong infrastructure, but scale
differs. Tier 1 cities like Warsaw,
Madrid, and Bucharest offer
major international airports,
advanced public transport, tech
parks, and widespread high-
speed broadband and 5G.
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Tier 2 cities such as Bratislava and
Vilnius have solid transport links,
modern offices, and strong digital
infrastructure, though with fewer
direct international connections.

Tier 3 cities may have limited
flight access and less
commercial real estate, but
digital connectivity is often
strong—especially in countries
like Romania, known for high-
speed internet nationwide.



Tier 1 cities have the highest costs for salaries, office space, and
overall operations. In contrast, Tier 2 and Tier 3 cities typically
offer 10–30% lower operating costs due to reduced wage levels
and more affordable real estate.
Governments often support investment in smaller or
developing regions through tax incentives, grants, or special
economic zones. For example, Bulgaria offers a flat 10%
corporate and personal income tax, giving cities like Sofia a
notable competitive edge.

Overall, Tier 1 hubs maximize scale and accessibility, while Tier
2 and 3 cities are attractive for companies prioritizing cost
efficiency without significantly compromising talent quality.

Cost of Operations (Salaries, Office,
Taxes)
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Business Environment and Ease of
Doing Business

Larger cities typically have more developed business
ecosystems. Tier 1 capitals host international consultancies,
legal and accounting firms, and networking organizations, and
rank higher on ease-of-doing-business indices. For example,
Warsaw centralizes government services, simplifying
interactions for companies. Tier 2 cities may offer less
bureaucracy and proactive local authorities, but some tasks
might still require the capital. Many, like Brno and Kraków, have
strong IT communities and mature services. Tier 3 locations
can be more challenging, requiring due diligence and in-house
support, though EU regulations reduce risk. 

Overall, Tier 1 cities are easiest for setup, Tier 2 manageable
with local knowledge, and Tier 3 more pioneering but feasible
with national support.



Quality of life affects a company’s ability to attract and retain
talent. Tier 1 cities offer cultural events, international schools,
and amenities appealing to young professionals and expats,
but come with higher living costs, congestion, and pollution. 

Tier 2 cities balance affordability, shorter commutes, and
urban amenities cities like Vilnius and Porto are attractive for
livability and tech communities. 

Tier 3 cities provide quiet, low-cost living and strong work-life
balance but may lack diversity and entertainment, making it
harder to attract outsiders. Employee satisfaction depends
on personal priorities, and companies should match office
locations to talent preferences and retention goals.

Quality of Life and Employee
Satisfaction
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In summary, Tier 1, 2, and 3 cities can all host successful
nearshoring operations, but the decision involves trade-offs
across these criteria. The next sections will examine specific
cities in Central and Southern Europe across these tiers,
illustrating the quantitative and qualitative differences in their
nearshoring appeal.



Country and City Analysis
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We now turn to concrete examples of nearshoring destinations,
grouped by tier. This analysis covers key cities in the geographic
scope – Spain, Portugal, Italy, Poland, Czech Republic, Hungary,
Bulgaria, Romania, Estonia, Lithuania, Latvia, Serbia, and Ukraine
– highlighting representative Tier 1, Tier 2, and Tier 3 cities in each. 

Tier 1 

Warsaw has one of Europe’s
largest tech talent pools, with
over 156,000 software
developers. It ranks among
Eastern Europe’s top startup
hubs (475+ tech startups) and
is strong in fintech, AI, gaming,
and IoT. Leading universities
such as University of Warsaw
and Warsaw University of
Technology supply skilled
graduates.

Warsaw offers lower costs
than Western European
capitals but higher salaries
than smaller Polish cities.
Strong English skills, proximity
to Western Europe, and a
stable business environment
make it a nearshoring hotspot
though competition for talent
is intense and IT wages are
rising quickly.

Madrid is Spain’s capital and
a major European tech hub,
hosting a large share of the
country’s. Its strengths include
software development,
telecom, fintech, and e-
commerce, supported by
institutions like the Technical
University of Madrid.

Salaries are higher than in
Eastern Europe but lower than
in cities like London or Paris,
making Madrid attractive for
Western European
nearshoring. It offers strong
infrastructure, a high quality
of life, and cultural alignment
with Western Europe. While
overall English proficiency is
moderate, internationally
oriented firms provide solid
bilingual talent.



Country and City Analysis
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Milan is Italy’s leading tech and economic hub, with a large share of
the country’s. The city blends finance, manufacturing, design, and
fintech, supported by top institutions like Politecnico di Milano.

Milan offers high technical quality, strong innovation ecosystems, and
full EU compliance, but labor and living costs are among the highest
in Southern Europe. It is typically chosen for high-value, specialized
projects where expertise and strategic positioning matter more than
cost savings.

Bucharest is a leading nearshoring hub in Southeastern Europe,
hosting a large share of Romania’s  (third largest workforce in Eastern
Europe). Supported by top institutions like Politehnica University of
Bucharest, the city benefits from strong STEM education and high
English proficiency.

Romania ranks among the EU’s top countries for IT specialists per
capita and is known for fast internet infrastructure and solid technical
skills. While rising salaries and strong competition for talent are
narrowing the cost advantage, Bucharest remains a mature,
scalable, and cost-effective nearshoring destination.

Tier 1 
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Prague is a leading Central European tech hub, hosting a large
share of the country’s. Known for a stable business environment and
strong IP protection, it benefits from top universities like Charles
University and Czech Technical University in Prague. Czech
developers rank among the world’s best in programming skills.

Prague hosts major global firms and a strong startup and gaming
scene. While labor costs are higher than in many Eastern European
cities, they remain significantly lower than in Western Europe. The
main challenge is a tight labor market, making competition for
talent intense despite relatively stable workforce retention.

Other Tier-1 cities in the region also worth noting include Lisbon
(Portugal) – an increasingly popular tech hub hosting Web
Summit and many startups, Budapest (Hungary) – which
concentrates most of Hungary’s and is known for excellent
engineering talent (Hungary ranks 5th globally in programming
skill), and Sofia (Bulgaria) – which offers the lowest taxes in the EU
and a fast-growing tech ecosystem. 

These all share the general Tier-1 characteristics of strong talent
pools and infrastructure with varying cost levels.

Tier 1 

Country and City Analysis
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Tier 2 

Beyond Warsaw, Poland has strong Tier-2 hubs such as Kraków,
Wrocław, Gdańsk, Gdynia, Sopot, and Poznań. Poznań is a
typical Tier-2 example, with a strong academic base (including
Adam Mickiewicz University and Poznań University of Technology),
a solid IT talent pool, and good infrastructure. Salaries and office
costs are roughly 10–20% lower than in Warsaw, while English
proficiency and technical quality remain high.

Companies choose cities like Poznań to access strong Polish
talent at lower cost and with less competition, improving retention
and reducing salary pressure.

Porto is a strong Tier-2 tech hub complementing Lisbon.
Supported by the University of Porto, it contributes significantly to
Portugal’s tech workforce.

Porto offers talent quality comparable to Lisbon at 10–15% lower
labor costs, with high English proficiency and good connectivity
via its international airport. Supported by local tech initiatives like
UPTEC, Porto is attractive for nearshoring teams seeking cost
efficiency, strong skills, and high quality of life.

Country and City Analysis
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Tier 2 

Brno is Czechia’s leading Tier-2 tech hub, supported by Brno
University of Technology and a strong engineering talent base.
Over 150 multinational firms operate R&D or service centers there,
attracted by costs roughly 20% lower than in Prague.

Brno specializes in cybersecurity, networking, and embedded
software, with relatively low attrition rates and strong English
proficiency in the tech sector. It offers high-quality Czech talent in
a more cost-efficient, business-friendly environment outside the
capital.

Cluj-Napoca is Romania’s second-largest IT hub after Bucharest
and a leading Tier-2 success story. With around 200 IT companies,
strong universities such as the Technical University of Cluj-
Napoca and Babeș-Bolyai University, it produces thousands of IT
graduates annually.

Cluj offers 10–15% lower costs than Bucharest, high English
proficiency, and strong cultural alignment with Western Europe.
Known for its growing startup scene and quality of life, it provides
a solid balance of cost efficiency and high-quality talent, though
large-scale expansion can intensify competition for specialists.

Country and City Analysis
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Tier 2 

Vilnius (Lithuania, ~580k) is a Tier-2 European hub, smaller than
Warsaw or Madrid but strong in fintech and game development.
Business-friendly regulations and graduates from Vilnius
University and Vilnius Tech provide skilled, multilingual IT talent.
Developer salaries are competitive. 

The city offers modern offices, fast Wi-Fi, good flight
connections, and a digitalized, efficient business environment.
Startups like Vinted show its innovative culture. Vilnius is ideal
for nearshoring teams of dozens with specialized skills, though
scaling to hundreds is limited by its smaller talent pool.

Lviv (Ukraine, ~720k) is a major Tier-2 IT hub, second only to Kyiv.
Known for IT outsourcing, it has a well-educated, English-
proficient tech workforce and cost-effective developer salaries
compared to the EU. Its proximity to Poland and European
cultural ties made it attractive for nearshoring. 

Despite the war, Lviv’s IT sector remains resilient, with many
firms operating remotely or relocating temporarily. Innovation is
strong, supported by clusters and events like Lviv IT Arena. Lviv
continues to be strategic for tech teams and could see growth
once stability returns.

Country and City Analysis
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Tier 3 

Tier 3 cities are smaller, up-and-coming tech locations. They
often have populations under 300k and a tech scene that is
growing but not yet large. 

They can be attractive for targeted nearshoring, especially for
companies seeking lower costs or to tap a specific niche talent
pool in a less crowded environment.

Rzeszów (Poland, ~200k) is a growing Tier-3 IT and outsourcing
hub, supported by local universities and its regional economic
role. Aerospace and defense industries drive demand for
software and engineering services. 

Developer salaries are 20–30% lower than Warsaw, and
infrastructure, including an airport and EU-funded roads, is
improving. A Special Economic Zone offers tax incentives.
Rzeszów suits smaller nearshoring teams seeking low costs and
ties to the local industrial base.

Country and City Analysis
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Tier 3 

Debrecen (Hungary, ~200k) is an emerging Tier-3 tech hub
outside Budapest, supported by a strong local university and
growing IT sector. Wages are 10–20% lower than in Budapest,
and the city offers business-friendly policies and a tech campus
at Debrecen Science Park. 

Talent is smaller but loyal, with decent English skills. Debrecen is
ideal for small-to-medium nearshoring teams or as a
secondary site to diversify from Budapest.

Kaunas (Lithuania, ~300k) is a Tier-2 tech hub and Lithuania’s
second city, anchored by Kaunas University of Technology.
Salaries and rents are ~10% lower than Vilnius, and the city hosts
fintech and game development startups. 

Strong digital infrastructure and ease of doing business make it
ideal for nearshoring small teams, though the talent pool is
limited. Proximity to Vilnius (~1 hour) aids coordination.

Country and City Analysis
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Tier 3 

Iași (Romania, ~290k) is a Tier-3 tech hub and major university
center, producing IT talent through Alexandru Ioan Cuza
University and Gheorghe Asachi Technical University. The city
hosts large and midsize IT companies, with strengths in telecom
and healthcare software. Salaries are ~15% lower than Bucharest,
offering cost advantages. 

The startup scene is growing, retention is easier, and a
francophone presence benefits French companies. Limited
direct flights are a consideration, but Iași demonstrates how
smaller cities can become significant outsourcing centers.

Novi Sad (Serbia, ~250k) is a rising Tier-3/near-Tier-2 tech hub,
anchored by the University of Novi Sad’s strong IT and
engineering programs. Salaries are ~10% lower than Belgrade
(~€1,500/month for mid-level developers), with a skilled,
multilingual workforce. 

Major companies like Microsoft and Schneider Electric operate
here. Quality of life, cultural appeal, and government incentives
make it attractive for nearshoring, though Serbia’s non-EU
status requires regulatory diligence.

These examples illustrate the range of Tier-3 scenarios. Other
notable mentions: Burgas or Plovdiv in Bulgaria – smaller cities
with budding IT sectors; Timișoara or Sibiu in Romania –
regional cities with strong engineering universities and growing
outsourcing industries; Odessa or Dnipro in Ukraine – important
tech centers pre-war; and Valencia or Málaga in Spain – mid-
sized Spanish cities attracting tech investments with good
universities and lifestyle.

Country and City Analysis
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Poland leads CEE with ~430,000 developers (about 25% of the
region’s outsourcing talent), offering strong scale across
multiple cities. Ukraine (~200,000 IT specialists) remains a
major force known for top-tier engineering skills, while
Romania (~200,000) has rapidly grown into a key hub.
Together, these three form the core of Eastern Europe’s
nearshoring supply.

The Czech Republic (~130k) and Hungary (~80k) have smaller
but highly skilled talent pools, ranking strongly in global
developer assessments. In Southern Europe, Spain (~320k IT
workers) and Italy (~310k developers) have large tech sectors
but high domestic demand, limiting nearshoring surplus.
Portugal (~130k ICT specialists) is smaller but fast-growing and
increasingly visible internationally.

Talent Pool Size & Quality

Cost Differentials

Eastern Europe generally offers lower salary costs than
Southern or Western Europe, and within each country Tier-1
cities are more expensive than Tier-2/3 locations. For example,
senior developers in Prague earn more than in Brno, and pre-
war Kyiv was costlier than Lviv. Tier-2 cities typically provide
10–30% savings on salaries and office rents compared to Tier-1
hubs. As a result, many companies keep a presence in major
capitals while expanding into smaller cities to reduce costs
and access additional talent.



Comparative Evaluation
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Poland is one of the most mature nearshoring destinations,
hosting IT centers since the 1990s. It offers a stable, EU-aligned
business environment, over 40,000 IT graduates annually, and
strong tech hubs in Warsaw, Kraków, Wrocław, and Gdańsk.

The Czech Republic is similarly established, with Prague and
Brno providing Western-level infrastructure at slightly lower
costs. Romania has rapidly advanced through tax incentives
and strong STEM education, making Bucharest and Cluj
leading outsourcing hubs.

Outside the EU, Ukraine (pre-war) built a $7+ billion tech
export industry with ~20,000 new IT graduates yearly, and
despite the war, its core IT capabilities remain strong.

Mature Nearshoring Ecosystems

Fastest-Growing Emerging Hubs

Several locations have shown rapid tech growth, boosting
their nearshoring appeal. Serbia is emerging as a Balkan tech
hub, with ~2,500 IT graduates annually and ~6% sector growth,
led by Belgrade and Novi Sad. Bulgaria continues expanding
thanks to its 10% flat tax and stable environment, with Sofia
established and cities like Plovdiv and Varna gaining traction.
The Baltic states, especially Estonia, are known for strong
digital economies and innovation, while Lithuania and Latvia
attract fintech and gaming firms.

Portugal has risen, with Lisbon and Porto drawing major tech
investment and software growth above 11% CAGR. In Spain,
cities like Valencia and Málaga are attracting tech projects,
though growth is mostly domestic redistribution rather than
new outsourcing.



Comparative Evaluation
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To provide a structured comparison, the table below summarizes a
few key indicators for a selection of countries in this nearshoring
landscape:

Country

Poland

Romania

Czech
Republic

Ukraine

Tech Talent Pool
(est.)

~430,000
professionals 

~130,000
developers

~200,000+
specialists 

~200,000
specialists 

Avg. Salary<br/>(Mid-
level, annual)

$29k–$33k per
year

~$32k–$37k
(approx)

$32k–$55k
per year

$18k–$28k per year

Huge talent pool; 25% of CEE
IT market; 40k IT grads/year;
EU member, stable economy

Highly skilled (global top-10
coding skills); favorable
business climate; low
attrition.

Very large, well-educated
talent pool; strong
engineering culture;
competitive rates; risks:
geopolitical.

Fast growth; tax exemptions
for IT workers; high English
proficiency; cost leader in EU
(20–50% lower salaries than
W. Europe).

Balanced

Notable
Advantages

Bilingual talent; lowest taxes
in EU (10% flat); Sofia is a
stable hub, smaller cities
emerging.

Bulgaria ~70,000 (est.) ~$17k–$28k
(approx)

(Salary figures are rough estimates for comparison; actual rates vary by city and skill.)
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Country

Serbia

Spain

Portugal

Tech Talent Pool
(est.)

~50,000 (est.)

~320,000 IT
pros

~130,000 IT
pros 

Avg. Salary<br/>(Mid-
level, annual)

$20k–$40k
(approx)

$30k–$35k (mid-
level dev)

$27k–$35k (mid-
level dev)

Multilingual workforce;
strong IT curriculum; not EU
but aligning laws; incentives
for investors; rising quickly.

Large domestic market;
good infrastructure; cultural
alignment with Western
Europe; higher costs than
CEE but lower than N. Europe.

Growing fast; top English
skills; government support
for tech (startup programs,
R&D credits); attractive
lifestyle to draw talent.

Notable
Advantages

Strong engineering and
design talent; full EU
regulatory compliance;
traditionally higher cost, but
still offers ~20% savings vs
Northern Europe.

Italy ~300,000+
developers 

$32k–$35k (mid-
level dev)

(Salary figures are rough estimates for comparison; actual rates vary by city and skill.)
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Poland, Czechia, and Romania have the most mature nearshoring
ecosystems in CEE, combining large talent pools, proven track
records, and stable business environments. Serbia, Ukraine,
Bulgaria, and the Baltic states are among the fastest-growing hubs.
Serbia and Bulgaria show strong annual growth and rising investor
interest, the Baltics stand out for innovation, and Ukraine, despite the
war, continues to operate a resilient IT sector leveraged remotely by
many firms.

In Western and Southern Europe, Spain and Portugal (and to some
extent Italy) serve as nearshore options for higher-cost countries like
Germany or the UK, offering roughly 20–30% savings. However, their
cost advantage is smaller than Eastern Europe’s. Many companies
therefore adopt a multi-tier strategy: core teams in Southern Europe
for proximity and cultural alignment, combined with Eastern European
teams for maximum cost efficiency.
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for Choosing Tier 1 vs Tier 2 vs Tier 3
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Choosing the right city tier for nearshoring depends on team size, budget, skill
needs, and risk tolerance. Here’s when Tier 1, Tier 2, or Tier 3 cities are the best
fit:

Scaling and Capacity Needs

Go Tier 1: Choose Tier-1 cities when rapid scaling and large talent pools are
essential. Major hubs like capital cities can support 100+ person teams, diverse
skill sets, and faster hiring through established agencies and outsourcing
partners. They also offer stronger infrastructure, international connectivity, and
broader business support. While costs are higher, Tier-1 locations are ideal for
large, fast-growing operations or projects requiring abundant senior or
specialized expertise.

Cost Optimization and Flexibility 

Consider Tier 2/3: Tier-2 and Tier-3 cities are ideal for cost-sensitive projects
and mid-sized teams (20–50 developers). They typically offer 10–30% lower
costs than Tier-1 hubs, along with lower attrition and less competition for talent.
Companies can more easily become a top local employer, improving retention
and flexibility.

While scaling is slower and may require added training or oversight, modern
connectivity makes remote management feasible. Many firms adopt a hub-
and-spoke model—keeping a Tier-1 presence while leveraging Tier-2/3 cities to
optimize costs.



Strategic Considerations 
for Choosing Tier 1 vs Tier 2 vs Tier 3
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Innovation and Niche Expertise 

Hybrid or Targeted Approach: For innovation-driven or niche projects, a mixed
strategy often works best. Tier-1 cities are ideal for core R&D, collaboration, and
complex work due to stronger startup ecosystems and research networks.
Meanwhile, routine development, testing, or support can be handled in Tier-2/3
cities to reduce costs.

Some specialized expertise may also exist in smaller hubs with strong
academic or industry clusters. Companies should align location choice with
specific skill needs—placing key experts in Tier-1 hubs and supporting teams in
Tier-2/3 for cost efficiency.

Risk Diversification and Business Continuity

Risk Diversification: Mixing tiers and countries helps reduce operational risk.
Relying on a single city can expose companies to wage inflation, talent
shortages, or political and infrastructure disruptions. A diversified model such
as combining a Tier-1 EU hub with a Tier-2/3 location in another country
improves resilience and business continuity.

Distributed teams proved more adaptable during recent crises, and expanding
into Tier-2/3 cities also unlocks less saturated talent markets. Spreading
operations across locations ultimately strengthens stability, flexibility, and
long-term scalability.



Strategic Considerations 
for Choosing Tier 1 vs Tier 2 vs Tier 3
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Challenges and Mitigations: Each tier comes with challenges that
businesses must navigate:

Tier 1 Challenges: Tier-1 hubs face intense competition for talent, leading to
higher attrition and frequent salary increases—sometimes in the high single or
double digits annually. Companies must invest in strong retention strategies,
such as career development and competitive benefits. Rising costs can also
reduce the original cost advantage of nearshoring, so firms should monitor
salary trends and remain ready to expand into Tier-2 cities if Tier-1 locations
become too expensive.

Risk Diversification and Business Continuity

Tier 2 Challenges: Tier-2 cities may lack highly specialized or rare skills,
requiring companies to recruit from larger hubs or hire experts remotely. A
common approach is to base most roles locally while relocating or remotely
engaging key specialists. Another challenge is lower employer visibility.
Companies may need to invest in university partnerships and local tech
communities, though being a prominent foreign employer in a smaller city can
quickly strengthen brand recognition.



Strategic Considerations 
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Strategic Considerations 
for Choosing Tier 1 vs Tier 2 vs Tier 3
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Challenges and Mitigations: Each tier comes with challenges that
businesses must navigate:

Tier 3 Challenges: Tier-3 cities may face infrastructure limitations (e.g., fewer
international schools, limited large office space, weaker backup services).
Scaling is slower—growth is typically incremental rather than rapid. Senior
leadership support may require extra travel, and experienced local managers
can be scarce.

Mitigation strategies include training local leads and using a hub-and-spoke
model with oversight from Tier-1/2 hubs. Despite these hurdles, companies
often accept them in exchange for lower costs and strong employee loyalty.

In conclusion, strategically match your business needs to the city tier:

·      If you need scale and a broad range of skills: a Tier-1 city (or a couple of
them) should anchor your nearshoring strategy.

·      If you are focused on cost savings and have a well-defined project or
smaller team: Tier-2 or Tier-3 cities can deliver great results economically,
especially if you leverage local universities and keep the scope well-managed.

·      If innovation and collaboration are key and you want to plug into a tech
ecosystem: ensure you have a Tier-1 presence or at least frequent interactions
with Tier-1 hubs, even if implementation work is done in Tier-2/3.

Ideally, consider a portfolio approach: many successful outsourcing strategies
involve a Tier-1 hub for client-facing or critical mass, combined with Tier-2/3
locations for efficiency and risk diversification. This way, you can tap into the
best of all worlds.
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Central and Southern Europe offer diverse nearshoring options,
from major tech hubs to emerging cities.

Tier 1 cities like Warsaw, Prague, Madrid, Milan, and Bucharest
provide large, mature ecosystems with broad talent pools at costs
typically 20–40% below Western Europe—ideal for scale and full-
service operations.

Tier 2 cities such as Porto, Brno, Cluj-Napoca, and Vilnius offer
comparable talent quality with 10–30% lower costs and reduced
attrition, making them strong choices for mid-sized teams or hub
extensions.

Tier 3 cities like Debrecen, Iași, Novi Sad, and Rzeszów deliver low
costs and loyal talent but require gradual scaling and greater
investment in talent development.



Summary
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Team Size and
Growth Plans

Skill Complexity
and Availability

Budget
Constraints

Risk Management

Estimate your nearshore team size for 1–3 years: if hundreds, target
Tier 1 cities or multiple Tier 2s in one country (e.g., major Polish
cities); if dozens or fewer, Tier 2/3 cities can reduce costs.

If cost is key, prioritize Tier 2/3 cities—often 20–30% cheaper with
minimal trade-offs, compounding over time. If budget allows and
quality/alignment is the focus, Tier 1 may be better, but some work
can still be shifted to Tier 2 for efficiency.

Assess location risk: starting in a Tier 1 city reduces execution
risk and eases setup; once stable, expand to Tier 2/3. For
example, core team in Prague or Lisbon, then a satellite in
Brno or Porto to grow capacity and local networks.

Identify critical skills: common ones (web, mobile) are available in
Tier 2/3 cities; niche or cutting-edge skills often require Tier 1.
Consider a hybrid approach—e.g., AI expert in Tier 1, supporting
developers in Tier 2.

Cultural and Client
Considerations

If client proximity matters, consider cultural and linguistic
alignment. Southern Europe (Spain, Portugal, Italy) suits Latin-
based clients, while combining Southern and Eastern Europe can
balance cultural fit with cost and talent.

Legal and
Regulatory Needs

Company Maturity
and Experience

EU countries are broadly similar, but regulations differ (data
protection, labor laws, IP enforcement). For sensitive work, prefer EU
locations (e.g., Poland, Spain). Outside the EU (Serbia, Ukraine), use
legal safeguards if needed for talent.

If new to nearshoring, start in a Tier 1 city with an experienced
partner to reduce the learning curve. Mature organizations can
explore Tier 3 or multi-city setups, but first-timers should stick to
“easy mode” (Tier 1 or established Tier 2 like Cluj) before attempting
smaller locales.
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Take a long-term view: nearshoring builds a sustainable extension
of your organization. Invest in the local ecosystem—universities,
tech events, employer branding. Easier in Tier 2/3 cities but valuable
in Tier 1 too, boosting talent loyalty and quality.

Consider a hybrid “core and satellite” model: place leaders and
senior architects in Tier 1 cities, with larger development/testing
teams in Tier 2/3 cities. This boosts scalability and cost efficiency,
and Europe’s short distances make multi-city operations feasible.

Central and Southern Europe offer diverse nearshoring options.
Poland, Czechia, and Romania have large, mature setups. Spain,
Portugal, and Italy provide cultural and language alignment with
cost savings. Emerging hubs like Serbia, Ukraine (with caution),
Bulgaria, and the Baltics offer fresh talent for those willing to
explore beyond traditional centers.

For IT nearshoring, do thorough due diligence-review workforce
data, salaries, and local competition. Work with local partners and
align city tiers with your company’s stage and goals. Choosing the
right Tier 1, 2, or 3 locations can deliver cost savings, access to skills,
and strategic advantages, creating an efficient, scalable, and
future-proof nearshoring model.
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