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Out  sourcing 

What types of projects make 
good candidates for outsourcing?  
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Your CIO just summoned you to duty by handing off the 
decision-making power about whether to outsource next 
year’s big development project to rewrite the internal 
billing system. That’s quite a daunting task! How can you 
possibly begin to decide if outsourcing is the right option 
for your company? 

There are a few strategies that you can follow to help 
you avoid the pitfalls of outsourcing and make informed 
decisions. Outsourcing is not exclusively a technical issue, 
but it is a decision that architects or development manag-
ers are often best qualified to make because they are in 
the best position to know what technologies make sense 
to keep in-house. Deciding what should and should not 
be outsourced is key to a successful game plan.

Before we get into the strategies and pitfalls, here’s a 
little bit of background about outsourcing. There are two 
types: onshore outsourcing is obtaining services outside 
the company, but within the same country; offshore 
outsourcing is obtaining services not only outside the 
company but also outside the country.

More hoopla of course has been raised about offshore 
outsourcing than onshore. The argument in the United 
States is that “offshoring” has a negative impact on 
the economy. Why is the software industry turning to 
outsourcing—both offshore and onshore? Many believe 
that the software industry is an immature industry going 

through growing pains that any mature industry has 
already experienced. The auto industry, for example, in 
the 1960s was going through exactly what the software 
industry is going through in the 2000s: learning how to 
specialize and fragment to reduce costs, improve quality, 
and accelerate production.

Such growth happens over time. Herein lies the myth 
of outsourcing. It is usually viewed and implemented as 
a short-term money-saving maneuver, when it actually 
should be part of a long-term strategy—not a quick fix to 
save a few bucks. 

CONSEQUENCES AND BENEFITS 
In a recent study on outsourcing in the software indus-
try, some of the findings reinforced that the immediate 
consequences of outsourcing are of negative influence 
to the U.S. economy. In the long run, however, we are 
actually seeing that outsourcing has a positive influence 
on American businesses, the employment rate, and the 
economy. The study was conducted by Global Insight 
on behalf of the Information Technology Association of 
America (ITAA), a group that consists of 375 corporate 
members (including Microsoft and IBM). ITAA released a 
report on the study, which is based on research and fore-
casts conducted and calculated by Global Insight’s chief 
economist, Dr. Nariman Behravesh, and his research team 
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(The Impact of Offshore IT Software and Services Out-
sourcing on the U.S. Economy and the IT Industry; http:
//www.itaa.org/itserv/docs/execsumm.pdf).

Ultimately, what matters to you is to implement a suc-
cessful project and contribute to the success of your com-
pany. Is outsourcing a wise move for you? It’s definitely 
not a maneuver that you want to make blindly. Analysis 
and strategy are involved from the moment you begin to 
even consider outsourcing until the moment your project 
is finished and delivered. 

KEY ELEMENTS FOR AN EFFECTIVE 
OUTSOURCING STRATEGY
If you approach and implement outsourcing incorrectly, 
the effects are not pretty—not only can you jeopardize 
your position, but you can put the jobs of your co-work-
ers in peril, as well. Those are extreme consequences. 
When outsourcing projects fail, however, people within 
your company end up doing the work that the out-
sourcer failed to do correctly—or even do at all. Other 
consequences of a failed outsourcing project include an 
increase in the cost and production time of your proj-
ect—exactly what you do not want to accomplish. A failed 
outsourcing project creates unnecessary havoc and fails to 
offer any benefits at all to the company. To launch a suc-
cessful outsourcing project, here are some strategies you 
might consider: 
•  Determine the main focus of your company. You 

can outsource anything that is immaterial to that 
focal point.

•  Analyze, focusing on increases in quality and 
production.

•  Concentrate your efforts and the efforts of your 
team on the focal point of the company.

•  Establish and maintain long-term relationships with 
vendors that specialize.

•  Increase productivity and reduce costs through 
higher quality.

Let’s take a closer look at each of these areas and the 
challenges they present.

DETERMINING COMPANY FOCUS
The very first action you should take is to determine 
your company’s main focus. What exactly is the core of 
the business? You can figure that out by answering these 
questions:
•  What is the competitive advantage of the company? 
•  What is the company really in business for?
•  What is the company trying to accomplish?

Determining the focal point is important because you 

want to focus your energies and those of your team on 
any projects that are related and contribute in any way 
to that main focus. The only projects you should even 
think about outsourcing should have nothing to do with 
the main focus of the company (And, of course, make 
sure your perception of company focus is the one senior 
management has!).

CHALLENGES
There can be a lot of distractions, as well as politics, when 
it comes to determining a focal point. People will come 
up with all sorts of reasons why their project should or 
should not be outsourced. My advice is to look beyond 
the interests of individual project managers, who typi-
cally fall into one of two categories: (1) those who want 
to hold on to projects; and (2) those who want to get rid 
of projects. The difficulty is trying to see through what 
project managers are saying to why they’re saying it.

Some project managers will never let go of projects. 
Their reasons are typically based on fear. They want to 
keep the empires they’ve built. Maybe they’re afraid of 
losing their influence. Some project managers might 
hold on to protect their employees, whereas others might 
attempt to protect their own careers. 

Then there’s the other side of the coin. Some project 
managers who know that their projects are in danger 
might try to get rid of them so they don’t jeopardize their 
careers. They might also want to get rid of uninterest-
ing projects, projects that are in trouble, projects they 
don’t know how to solve, and so on. Instead, they would 
rather make it another person’s problem. Watch out for 
that. In fact, it’s possible that a project manager wants to 
outsource a hot project that could potentially be key to 
the future success of the company—simply because the 
manager doesn’t know how to do it. 

ANALYZING YOUR COMPANY
After you figure out what your company is really in busi-
ness to produce, it’s important to evaluate and analyze 
the production of any projects you are thinking about 
outsourcing. To determine whether outsourcing is the 
most viable option, you need to answer these questions:
•  Do I really need to build the part myself?
•  Can I get somebody else to build it for me more effi-

ciently?

CHALLENGES
It’s important to take a very critical look at the resources 
in your company. If you ask engineers whether they can 
build a certain part, they always answer yes. That’s how 
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we engineers are. A better question is, “Why is the part 
critical to my business?” In other words, “Do we have 
enough insight and know-how in-house to do this more 
effectively than somebody else?” 

Let’s say you can find a group within the company to 
build the part. Next, you find out the cost and the dead-
line. You discover that this group can build the part effi-
ciently. If that is the case, you need to uncover whether 
the project is critical to your business right now. If it’s 
not critical now, there’s got to be a reason why this part 
is going to be critical for the business later. Otherwise, 
there’s no reason to do it internally. It may be advanta-
geous to use somebody else’s knowledge to build it rather 
than using up internal resources. 

Of course, if and when you decide to go outside 
company walls, be careful. Outsourcers are not going to 
tell you that they are going to do a shoddy job. Do your 
homework and find out whether they have real knowl-
edge about building the part. 

SPECIALIZING
With the focal point of your company in mind, you can 
really begin to concentrate the efforts of your team. You 
want your team members to focus their time on becom-
ing better in the specialty of the business. Doing so 
increases the value of your team and their contribution to 
the primary intellectual property of the business. 

Any projects that aren’t key to the focal point of your 
business can potentially reduce costs and increase produc-
tion if outsourced. Let those who specialize in that area 
concentrate their efforts there for you—focus your efforts 
on the areas in which you specialize. You’ll likely end up 
with a higher-quality part than you could have produced 
on your own, in less time. As a result, your team will be 
freed up to concentrate efforts on increasing the quality 
and productivity of the work you keep in-house. 

Do not be lured by “potential” cost savings, especially 
if the part you’re talking about is a core competency. 
Unfortunately, most outsourcing projects occur merely 
because of the price tag, without further analysis. 

Often, managers focus on price when they are not cer-
tain how to improve productivity. Do not reach out and 
take hold of something just because the price is right. The 
price might be the only thing that’s right. 

CHALLENGES
People are afraid of specialization because it narrows 
skills. It can make you much more valuable, but if your 
field disappears, then you are useless. Many people sense 
this subconsciously—especially architects and developers. 

They are afraid to be locked into a narrow specialization 
because they know one day it will be difficult to find a job 
or expand their careers. 

This is a tough problem, and there’s no magic bullet. 
Convincing your team that specialization will be good 
for their careers won’t be easy. Being part of a successful 
development team and a successful company is good for 
everyone, however, and specializing can be a key part to 
long-term success.

ESTABLISHING AND MAINTAINING RELATIONSHIPS
If you determine that outsourcing your project is a wise 
move and will benefit your company, your next challenge 
is to establish and maintain good, long-term business 
relationships. More specifically, once you know the focus 
of your company and determine exactly what your team 
should and should not concentrate its efforts on, your 
next move is to find the right outsourcer, a subcontractor 
with whom you can cultivate a healthy working alliance 
that will last. This is critical. Without it, your outsourcing 
project will not be successful.

Consider these important points during your search:
•  Personal relationships. Is it beneficial to have the 

subcontractor next door so that you can build strong 
relationships among team members?

•  Geographic location. Does it even matter? Is geographic 
location something you need to think about?

•  Culture. If geographic location does not matter, what 
about culture? Is it important that you stay within the 
same culture, or can you step outside of the culture?

Of course, one of the most important requirements is 
quality. If you remember nothing else from this article, 
remember this: You can greatly improve the quality of 
your final project when you develop a healthy working 
relationship with a company that specializes in a part 
that you need but is inconsequential to the focal point 
of your company. Because both you and your outsourc-
ing partners are focusing more time on your respective 
specialties, quality increases. 

Then, of course, there’s price—an important deci-
sion point, though clearly not the only one. If you make 
your decision based solely on the price and don’t get 
the results you want, the minimum price could become 
the maximum price: if your team (or anyone else in the 
company) has to rewrite the code after the subcontractor 
delivers it, you have failed.

CHALLENGES
People are often afraid to set tough guidelines with their 
outsourcing partner upfront. They fear it’s not nice, or 
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think it is intrusive or aggressive. Such thinking can set 
partnerships up for failure. Good relations are tough 
relations. In good relations, everybody gets something 
out of it. If it’s too biased in one direction, or based on 
the inability of one side to be asking tough questions 
about timing, costs, and requirements, the partnership is 
going to fall apart. For example, if you think you signed 
a contract that is much to your advantage, you can count 
on the fact that this relation won’t last very long—when 
the outsourcing team figures it out, it probably won’t 
be inclined to go that extra mile for you. A real relation 
means that both parties are doing something together and 
everybody benefits.

INCREASING PRODUCTIVITY AND REDUCING COSTS
Now, we finally get to the costs. The first fallacy we have 
in the software industry is that the only way to reduce 
production costs is to hire cheaper labor. This thought has 
short legs. At the moment, we can go round and round 
the world to obtain cheaper labor. We can go to India, 
China, soon it will be Africa, and then where will we go? 

Nobody knows how long it will take us to go through 
this cycle. It could be 30 years. Eventually, it will come 
full circle. In the end, what matters most and what needs 
to change is an increase in productivity. 

One of the main difficulties with increasing produc-
tivity is that developers spend most of their time—80 
percent of it—looking for and fixing bugs. While this 
problem is sure not to go away any time soon, everyone 
can agree that if we can prevent bugs, then we can all 
increase our productivity, and thus reduce our costs. 

CHALLENGES
The belief factor is a big problem when it comes to imple-
menting bug-reducing methodologies. Nobody really 
believes that productivity will increase until they actually 
see a reduction in errors. To convince your team that it 
needs to prevent bugs, rather than fix them later, consider 
gathering your best developers to implement an agreed-
upon methodology. If you can show (or even document) 
that fewer bugs beforehand means less coding time in the 
long run (and you have to include all that after-the-build 
bug fixing in your analysis), you’ll likely see a number of 
agreeing smiles on your team.

OVERCOMING CHALLENGES AND OBSTACLES
So, now that you’ve had a chance to think through 
outsourcing a project using the five key strategies, what’s 
next? Even the best-planned outsourcing project is bound 
to face challenges. A good game plan can still be thwarted 

if your outsourcer drops the ball. Make sure to keep the 
following all-too-common outsourcing pitfalls in mind 
once you finish your planning and embark upon your 
outsourcing project.

Outsourcer didn’t work on your code. It is not rare 
for an outsourced developer to overbook projects, as any 
contractor would. When outsourced developers do this, 
they end up scrambling to catch up and ultimately do 
not deliver code on time. If the reason for not delivering 
code on time is not overbooking, the situation could be 
that the outsourcer has remained idle for too long or is 
working at too slow of a pace.

Outsourcer doesn’t understand what you want. In 
other words, the outsourced developers do not under-
stand your requirements. They say they do, but they 
don’t. In the end, they think that they have done a good 
job for you, but what they have actually done is write 
something that you do not want.

Outsourcer doesn’t write code that is up to your stan-
dards. The repercussions of this problem are that you end 
up with code that is buggy, inflexible, and does not easily 
integrate with what you already have.

Each of these problems can trickle down and cause 
problems back home once your outsourced project is 
under way—symptoms you’ll need to address quickly if 
your CIO is to keep his or her cool.

FINAL THOUGHTS 
There are many elements to consider and factor into your 
own scenario when you devise an outsourcing game plan. 
First, think about the consequences and benefits; think 
about those areas of code that are key to your organi-
zation and those that can easily be handed off. Next, 
develop strong relationships with your outsourcing part-
ners, and make sure the lines of communication are open 
between outsourcer and outsourcing—in both directions. 
Last, take preventive measures to ensure that outsourcing 
problems cannot even begin to fester. Q
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