Advances in Outsourcing: Timeline
Once upon a time, everything was done in-house. IT, operations, payroll, customer service—you name it. Throughout the last three
decades—outsourcing has morphed into a multi-billion dollar business.
According to the Aberdeen Group, outsourcing has become a standard business tool for many IT organizations—growing from its
beginnings in mainframe data centers, through the emergence of offshoring in the late 1990s, when Y2K application remediation
gave birth to companies in other parts of the world most notably, India that now develop and maintain applications at a fraction of
the cost of U.S. internal IT departments.

This era saw the
beginning of
computer
technologies, which
presented a likely tool
for outsourcing. The
United States began
to take advantage of
this as computer
companies
outsourced business
functions offshore
for processing.

Widespread
development of
workstations, PCs
and LANs occurred.
Outsourcing began
to enter the
business world.
Word processing,
accounting services,
payroll and billing
started being
outsourced all over
the world.

The World Wide Web
accelerated outsourcing.
Companies began
handling core business
matters, while
outsourcing all other
operations. Advancing
technologies saw the
creation of self-service
dashboards, which
eliminated the
occurrence of errors
and discrepancies.

The start of the
21st century saw a
boom in technological
developments which
brought the history
of outsourcing to
new heights. The
highest jobs in
demand were for
IT specialists, but
only a few American
candidates were
considered
highly qualified.

IT outsorcing and
custom software
development services
reached 5 billion
dollars in the CEE
region. Eastern
European Countries
now make up nearly
half of “Gartner's Top
30 List”— best
locations for
offshore services.

Outsourcing continues
to grow leaps and
bounds. Currently 43%
of organizations in
the United States
outsource IT services
to other countries.
Approximately .48
cents of every
budgeted dollar is
now allocated to
software
development.

Outsourcing has seen its share of growing pains over the years. As organizations turn to offshore development for financial and
productivity gains, they have to wrestle with problems of management overhead, security and IP protection.
The challenges listed below seem to be a common thread among organizations:
Cultural Differences: Often times, companies that outsource some of their software operations will be dealing with employees
from another country that speak a different language or have a different company culture. Not only that, but time zone differences
can also lead to communication breakdown. As a result, in-house team leaders who are responsible for an outsourced team can
help with this issue, but this still remains one of the top difficulties of outsourcing.
Data Security: If an enterprise cannot protect its corporate data during offshore development, or if valuable IP is stolen overseas,
then offshoring becomes both expensive and counterproductive.

Network & Infrastructure Support: It’s likely that in-house IT workers can keep your systems running more smoothly and solve
emergencies much faster. Although outsourced IT departments can learn your systems and networks, learning curves and ramp-up
time need to be accounted for.

The New Face of Offshore Development: Raising the Bar
Learning to overcome challenges—organizations are now working smarter when it comes to outsourcing. Moving beyond
traditional IT outsourcing methods, businesses are turning to offshore software application development to close the gaps in their
own organizations.
Leveraging offshore development, businesses expect to quickly acquire technology expertise, broaden expertise, reduce
development time and cost, and extend their workforce as the project pipeline expands. And they hope to do all of this without
the financial burden of in-house development teams or the risk of redeploying developers if market potentials do not fully
actualize.
Looking at the benefits below—it’s easy to understand why

With between 10% and 25% of IT

offshore application development is growing at rate unimaginable

budgets going towards offshore

a decade ago. According to Gartner, “With between 10% and

services, approximately 48-cents

25% of IT budgets going towards offshore services, approximately
48-cents of every budgeted dollar is allocated to software
development. It’s estimated that 26% of the enterprise IT staff

of every budgeted dollar is
allocated to software development.

are offshore developers. When you factor in mobile and web
development, the number climbs to over 30%.”

— Gartner Research

Price: Cost is usually the first reason most companies consider outsourcing. The average cost of a software engineer is far less in
India or China than it is in countries like the United States or Germany. These aren’t the only countries companies are turning to
however. Today, Eastern European countries like Poland, Belarus and Ukraine are producing quality programmers for less cost.
The right course is looking for the best programmer for the price.
Flexibility: Outsourcing gives organizations the ability to expand or shrink their team size according to business needs and budgets.
Expertise: Offshore IT companies are raising the bar when it comes to the level of education, training and testing employees
receive. Setting extremely high standards—American/Western trained developers are struggling to keep pace with them.

A Look Ahead: Best Practices
Many organizations are embracing offshore development as a cost-effective way to continuously expand their technology asset
portfolios. But the challenges within an offshore environment must be handled effectively and efficiently prior to engagement to
fully reap its benefits.


Daily verbal communication, status updates and progress monitoring



Interactive development approach and continuous integration, ie. adoption of Agile, etc.



Sufficient backlog of estimated and prioritized tasks with limited scope and clear acceptance criteria



Automated regression testing



Collective code ownership

Final Thoughts
As outsourcing continues to mature as a business tool; a growing number of companies are using it to solve critical IT skills
shortages and become more nimble in responding to the ever-increasing pressures of globalization.
According to a 2015 Forrester Research report, “Given companies' shift in business focus from cost reduction to growth in
revenues and improving the customer experience and infrastructure, outsourcing services have become an important part of
providing the right level of efficiency, flexibility, quality, and innovation to support business customers' needs and expectations.”
When weighing the pros and cons—consider the following three things:


Can someone do it cheaper than you?



Can they do it faster than you?



Most importantly...can they do it better than you?
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