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Overseas Outsourcing:
Part I — Understanding

the Facts

T he world is becoming a smaller place.
The war for talent has overflowed out

from our borders throughout the world.
Coupled with the economic downturn over the
last two years, overseas outsourcing has
emerged as a potential cost savings for cash-
strapped businesses and as a threatening har-
binger of things to come, especially for laid-
off mainframers.

I don’t pretend to have “the answer”, but
from my desk as a headhunter, I hear about the
issue more than most. From mainframe pro-
fessionals, I hear calls for regulation, union-
ization, lobbying, protectionism, laissez-fair
free capitalism and everything in between.

Let’s take a look at the advantages and
disadvantages of overseas outsourcing from
the employers’ point of view to learn how
we should be positioning what we (as the
domestic labor pool) have to offer.

Cost. Some overseas locations can provide
a rock-bottom cost that few in the world can
match. However, a low-cost disaster is a
disaster nonetheless. Many displaced by
overseas outsourcing see the problem sim-
ply in terms of cost.

What is the total cost of outsourcing?
Ever try to develop an application with
sketchy requirements and then have the
users explain that the system does not fit
their needs? You really can’t develop or sup-
port any system without specific and accurate
requirements. Add thousands of miles, cul-
tural differences, time zone incompatibilities,
communication difficulties, and you can end
up with the same problem.

Based on interviews with several IT
folks who have intimate experience with
overseas outsourcing, the hourly rate of
overseas outsourcing is merely a fraction
of the total cost. The additional work in
developing extremely explicit require-
ments, communicating the requirements,

reviewing the deliverables, performing QA
and testing along with negotiating changes
all add significantly to the true cost of
overseas outsourcing.

In our economy, we are used to paying a
premium for on-site service—and proven
quality for that matter. I have been alerted
to the potential start of a new trend in IT:
“insourcing”. Several leading edge compa-
nies have frankly taken advantage of the
downturn in the IT job market to reclaim
complete ownership of outsourced systems.

Communications. Business people
have often thought that IT folks didn’t
speak the same language. That communi-
cations barrier can be miniscule compared
to a mismatched overseas outsourcer.
Excellent verbal and written English ability
is paramount to success. Interestingly
enough, the better the English, the more
expensive the outsourcer.

Cultural differences can be almost as daunt-
ing as a language problem. Even definitions of
phrases, such as “excellent English”, can
mean drastically different things based upon
which side of the ocean you’re sitting on.

Stability and reliability. In this age of
terrorism, geopolitical regional stability
can’t be overemphasized. Again, the free
market system works. The more politically
stable an area is, the more expensive the
outsourcing proposal is.

The financial stability of the outsourcer
is also a key factor. With today’s computer
and telecommunications capability, the cost
of entry into the outsourcing market is low,
providing plenty of opportunities to select a
company whose proposal was just a little
too good to be true.

Again, outsourcing doesn’t mean that
these systems aren’t yours anymore.
They are still an integral part of your
business. Moving them offshore exposes

these systems and the business processes
they support to risk. Simply, mitigating
that risk can be expensive.

Meeting deadlines. Arising from all of
the additional difficulties above, overseas
outsourcing companies have the same, if
not more, challenges in meeting mutually
agreed-upon deadlines.

Quality problems. It is difficult enough
to manage expectations and define require-
ments when you are just down the hall from
the user department, but just imagine
putting an ocean in between you. Not to say
that quality problems experienced by busi-
ness managers in an outsourcing relation-
ship are all communications problems.
Cultural differences in technical training
and expectations surely enter into the pic-
ture. Ever maintain a COBOL program
written in Spanish?

When I look at the hidden costs, the
potential missed deadlines and possible
additional quality problems, I see opportu-
nities for the US worker to compete, given
the right playing field. In the second part of
this series, I will explore ways to position
yourself and your career in the face of over-
seas outsourcing.

Want to share an outsourcing opinion or
experience? E-mail it to Rick at ask-
rick@monarchtech.com. Watch for your
response in the Ask Rick column in
NaSPA’s E-News e-mail newsletter.  

After founding, growing and selling an
international mainframe software company,
Rick now runs Monarch Technology —
www.monarchtech.com — a national
recruiting firm specializing in mainframe
and software company positions.
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