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1. Introduction 

Welcome to the Pragmatic Outsourcer: Making the Decision, the first 
volume of Pragmatic Outsourcing’s multipart series of tips, tricks and traps 
of offshore outsourcing for small to medium sized businesses.  

My name is Nick Krym and I’m the author of this series as well as the CTO 
of a medium sized IT company based in San Francisco. After years of 
working with offshore vendors in Eastern Europe and Asia, I decided to 
start a blog to share my experiences and to be honest, to let off a little 
steam now and then over the frustrations and craziness associated with 
some of those experiences. My blog, Pragmatic Outsourcing, is the 
inspiration for this series of eBooks designed to assist you throughout the 
stages of your offshore outsourcing initiative.  

We’re all busy and there are plenty of “how to outsource” books already 
taking up space on the bookshelves which is why I decided to take a more 
practical approach to this series. You won’t find any checklists, SWOT 
analysis or templates, but what you will find are very real life examples of 
the pain and pleasure of outsourcing based on my personal experiences as 
well as colleagues who have suffered a similar fate.  

And although it’s not a “how to” series, I have tried to cover all of the 
outsourcing phases that you are likely to go through including:  
• Volume 1: Making the Decision – Making the Decision is designed to 

assist you with the initial process of considering sourcing alternatives, 
the pros and cons of outsourcing, as well as the myths and realities of 
cost savings, productivity and quality. 

• Volume 2: Vendor Selection – Vendor Selection will help you sort 
through the sometimes overwhelming process of identifying potential 
vendors, requesting and reviewing proposals and geographic 
considerations for your outsourcing initiative. 

• Volume 3: Contract Negotiations – One of the most critical phases in 
your outsourcing process will be to negotiate an effective contract. 
Volume 3: Contract Negotiation will provide tips to help you create a win-
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win contract, identify potential showstoppers and establish incentive 
based service level agreements. 

• Volume 4: Engagement Management – Differences in culture, time 
zones and language can create challenges that can jeopardize your 
outsourcing initiative. Nick's Engagement Management volume provides 
examples and ideas on how you can improve communications, maintain 
control and build a productive team across multiple geographies. 

• Volume 5: Outsourcing 2.0 – Outsourcing 2.0 explores new 
developments and approaches to offshore outsourcing including 
disposable outsourcing, utilizing freelances and using Agile development 
methodologies for offshore initiatives. 

 
Targeted primarily at decision makers in the VP to C-Level range of small 
to medium sized businesses, the series is designed to assist you with your 
outsourcing process by providing real life examples and observations of 
outsourcing engagements in companies similar in size to your own. While I 
can’t guarantee that you won’t fall into some of the same traps that I fell 
into along the way, I can guarantee that the series will at least give you 
food for thought, provide insights into the inner workings of offshore 
engagements and possibly even put a smile on your face from time to time.   

So why the focus on small to medium sized business you might ask? The 
Outsourcing process must be similar for business of all sizes, right? That’s 
true, but let’s face it, if you’re a large organization embarking on an 
outsourcing initiative then you probably have a person in a dark suit sitting 
next to you from Accenture, Cap Gemini, Deloitte or if he’s in a dark blue 
suit, IBM. And of course people in dark suits have all the answer - or at 
least they think they do…  

And by the way, even if there is a person sitting next to you in a dark suit, 
feel free to take a look at the Pragmatic Outsourcer Series instead of 
dozing off while they dazzle you with their latest PowerPoint presentation. 
You just might find some useful and practical information that they forgot to 
tell you about.  

Nick Krym 



The Pragmatic Outsourcer: Volume 1 – Making The Decision  5 

 

©Pragmatic Outsourcing 2009 
All Rights Reserved 

2. The Ins and Outs of Sourcing 

That’s right, the title of this book is a misnomer. Although offshore 
outsourcing is the primary topic, the truth is that in order to develop an 
effective outsourcing strategy, you need to consider all sourcing options, 
weighing the pros and cons of each option as it applies to your unique 
organizational needs.  

Outsourcing, when not managed properly, can be a dangerous and dare I 
say, deadly business. There are plenty of well documented near death 
experiences of outsourcing initiatives that ended in complete disaster for 
both parties. So what do you do? Go to the light… the light on your desk 
and start to plan. A well planned and executed sourcing strategy that 
includes outsourcing when appropriate, can have tremendous benefits for 
an organization (not to mention your career) including: 
 The ability to focus on core skills 
 Improved time to market for competitive edge 
 Availability and prioritization of resources  
 Gain new skill sets and processes not readily available 
 Reduce costs and share risk 

And while you’re at your desk, take out a world map and look for the 
country named Outsourcing. No, it’s not India. The fact is that many 
countries offer some form of outsourcing, including your own.   

Unlike going to the dentist, The Pragmatic Outsourcer series is designed to 
assist you with developing a comprehensive and practical sourcing 
strategy, without causing pain and discomfort. So sit back and enjoy the 
reading. This won’t hurt a bit… 

“Offshore outsourcing is one of the most powerful weapons in a 
technical leader’s arsenal. Like any powerful weapon, it requires 

careful handling and a great deal of knowledge in its use and 
application in order to avoid injuring yourself and others around you.” - 

Nick Krym, Pragmatic Outsourcing 
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3. Outsourcing Pros and Cons  

 

Reasons to Outsource 
So let’s begin with the reasons you might want to outsource. Whenever I 
introduce outsourcing to executives, I start with a slide titled “Good reasons 
for going offshore”. The slide is blank. With all the headaches it will cause, 
why would anyone in their right mind want to go offshore? I have been 
using offshore vendors since ‘92 and have the scars to prove it - from 
burned fingers to grotesque stabs in the back.  

And yet again and again I find myself using 
and recommending offshore to clients and 
partners. So what drives companies to 
consider offshore outsourcing? The truth is 
that most companies outsource for 3 basic 
reasons: including cost savings, time to 
market and resource utilization.   
1. Cost Reduction 
If done right you may realize a 25-30% 

savings. In addition to labor cost factors such as G&A, resource acquisition 
and training, and potentially productivity and quality improvements, all 
contribute to overall savings.   
 
2. Reduce Time to Market 
Access to existing resource pools and 
infrastructure, specialized skill sets and 
certified processes, can improve time to 
market and competitive advantage.   
 
3. Improve Resource Utilization 
Focusing on core skills, dynamic allocation of resources during peak 
demands, and shifting repetitive support services offshore to focus on 
business critical initiatives, allows you to maximize the effectiveness of your 
internal resources.  

“Why would anyone in their right mind want to go offshore?” 

Pros  Cons 

Resources 

Market 

Cost 

Survival 

Sanity 
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Any one of these drivers could justify outsourcing, but in my opinion you 
need more than that to go offshore. The risks and penalties are just too 
great. So what is it about outsourcing that might not be present within your 
organization? I believe that many of outsourcing’s benefits lie beneath the 
surface and are not readily apparent.  

People 

A diversity of individuals with a variety 
of backgrounds often creates an 
increase in productivity, especially in 
small to medium sized business with 
limited resource pools. A healthy 
portion of resources with different 

education, cultural, and operational backgrounds can breathe new life into 
a stagnant company. Diversifying your resource portfolio can also improve 
employment and recruitment micro-factors in your local market.  
 
Process 
Getting processes right is time consuming and costly. If ISO or CMM 
processes are required, it’s much easier to partner with a certified vendor. 
Project and Program Management is often something that smaller 
organizations can’t afford or have not thoroughly implemented. Many 
vendors, especially India based, already have these processes in place.  
 
Value 
Contrary to popular opinion, outsourcing is not about cheap labor; it’s about 
value for money. In countries such as India, Russia and China you often 
find a greater focus on education than we have in the states. The majority 
of developers on one of my Russian teams had at least an MS and over 
40% had PhD’s. The brainpower was absolutely amazing!  
 
Additionally, work ethics in these countries are often superior to typical 
corporate America. While there are some vendors selling “mediocrity in 
bulk”, there are many who build teams with top-notch experts and 
exceptionally high IQ’s. Building such a team, no matter where you are, 
takes a very long time. 

People 
Process 

Value 

Driving the Drivers 
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Reasons NOT to Outsource 

For every reason to outsource, there is an equally compelling reason not 
to. Many of these can be dealt with by effective risk mitigation strategies, 
but you should not take them lightly and do not move forward until you 
cross the last item off your list.     
1. No reason. Circular reference? Go back and read the previous section. If your 

outsourcing reasons are not listed and might appear superficial, they probably are. 
2. Personal. Don’t believe in outsourcing? If it represents a threat to your career or it’s 

likely to have a negative impact on your life, then don’t do it! 
3. Lack of support. Without executive support, you face an uphill battle. And if you 

are lacking budget, sponsors or team support then you don’t stand a chance. Even 
small organizations have their share of politics that must be addressed. You might 
be an agent of change, but pick your battles carefully. 

4. Low risk tolerance. Let’s be clear - offshoring is risky business. If you, your 
organization, or your boss has a low risk (and pain) threshold, then offshoring is not 
the answer.  

5. No appropriate opportunity. Use a fly swatter for small problems and bring out the 
heavy artillery for large ones. Outsourcing is the latter, and should only be used 
when appropriate.  

6. No offshore experience. Everyone has to start somewhere, but if you and your 
organization have no outsourcing experience, you might be better off without it. 

7. No processes. Still process free or struggling to achieve CMM level 1 like many 
small and medium sized companies? Outsourcing is likely to cost you an arm and a 
leg, so unless you’ve got spares, stay away from offshore. 

8. You need to cut costs, now! Sure offshoring can potentially save money, but it 
takes money to make money and you need to invest before you realize the savings. 
Consider other alternative if you need an immediate boost to the bottom line.  

9. Insufficient runway for take-off. Getting an offshore engagement off the ground 
and delivering value is not easy. Don’t expect immediate returns and don’t even 
start the engine if you lack the funds, time or energy. There’s no glory in crash-
landing unless you’ve always dreamt of going down in flames. 

10. No runway to land on. No matter how skillful you are, how well financed your 
project is or how perfectly it’s executed, there’s still a chance that your project will 
fail. If failure is likely to cause substantial damage, more than you or your company 
can realistically handle, then think twice before starting it. 
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4. Ready, Set… Wait a Minute!  

 
Let’s assume that you’ve built a compelling list of reasons to outsource and 
have crossed off most, if not all the reasons not to. Before you buy those 
tickets to visit that vendor in Timbuktu, ask yourself if your organization is 
ready for this.  

Organization outsourcing maturity is one of the 
most important ingredients for a successful 
outsourcing initiative. Attempts to force 
outsourcing on an organization that is not 
prepared are likely to fail, and chances are with a 
lot of collateral damage.  
While this is true of most organizational initiatives, 
the stakes of outsourcing can be much higher due 
to the potential impact on quality, cost and 
customer service. So how do you know if your 
organization is ready for outsourcing? Think 
JOBS: Justification, Organization, Budget and 
Support. 

Justification  

Jump into outsourcing following the lemming instinct and you’ll end up at 
the bottom of a cliff. The industry is full of examples of outsourcing as a 
quick fix or “best practice”, resulting in massive losses. Take a look again at 
“Reasons to Outsource”, go through your own list, and make sure you have 
solid, objective reasons to justify offshore. Perform a thorough and 
conservative what-if analysis, and unless you see a substantial ROI, set the 
idea aside. 

Organization 
Often undermined or bypassed in small companies, immature 
organizational processes and procedures will certainly result in offshore 
failure. Even large process-savvy companies are not immune as the need 

“The last thing you want is to lead an initiative destined to fail.” 
” 
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for process is directly proportional to size. Efficient communication, internal 
coordination and clear definitions of roles and responsibilities are critical 
success factors.  

Budget  
You’ve most likely heard of a Hockey Stick or J-Curve, a financial pattern of 
business success. Outsourcing success requires the initial investment and 
the ability to sustain negative cash flow for some time. Does your 
organization have the budget capabilities and can you survive the dip 
before you start realizing ROI? 

Support 
Lack of support from executives, sponsors or your team is certain to ruin 
your offshore initiative, and possibly your career. If your executives can’t 
accept the realities of offshore, can’t wait through a negative J-curve, or 
just don’t buy it from a personal or political perspective, you’re better off 
exploring other options. And you can’t do this alone. Throughout the 
outsourcing lifecycle you will need your team’s support. Surprisingly many 
offshore initiatives are driven down the team’s collective throat without 
considering employee morale and wellbeing. This is either malicious 
compliance or blatant sabotage, and the last thing you want is to lead an 
initiative destined to fail. 
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5. So Many Shores, So Little Time 

 

Now that you have rationalized your decision to outsource and are sure 
that you have the organizational maturity to support it, you can get out a 
map and pick a location, right? But where do you go? Onshore, offshore, 
nearshore… how about close-but-no-cigar-shore. It’s clear that marketing 
has been working overtime on this one. And why not, after all we need to 
reinvent our vernacular every few years to give the impression of 
innovation and progress.  

Remember when IT professionals were computer programmers and your 
enterprise was just a company? Well let me tell you, regardless of what you 
call it, there’s no best shore when it comes to IT and no silver bullet when it 
comes to outsourcing. Why would anyone in their right mind outsource if 
they could deliver the goods without the headache of geographically 
distributed and culturally remote third parties? 

During the good old days when a Ph.D. from a 
developing country was only $8K a year, the 
cost advantage was practically impossible to 
resist. Today, with readily available black 
market diplomas and average savings of a 
mere 20-30%, it’s no longer strictly about cost 
savings.  

We go offshore for a variety of reasons and 
defining those should be your first priority 
before selecting the perfect destination. “If a 

man knows not what harbor he seeks, any wind is the right wind.” [Seneca]. 
It should be based on your unique organizational objectives and goals, and 
not taken verbatim from the latest corporate self-help book or even my 
humble, yet extremely helpful book. 

“We are free to choose up to a point, but after that 
the choice controls the chooser.” 
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Once the reasons are clear, then you can consider the “shore”. Like 
grocery shopping, you may want to start with the nearest supermarket. 
Can’t find what you’re looking for or maybe it’s too expensive? Consider 
driving further out to the next store. 

Actually, that’s not a bad metaphor. I live in the suburbs and the nearest 
store is expensive and limited. I don’t shop there often, but it’s great when I 
want a gallon of milk and some bread. My main supermarket is 15 minutes 
further, but still doesn’t offer everything I need. I travel 30 minutes or more 
for specialty providers such as farmers markets, Napa wineries or my 
friend’s organic farm. 

While selecting vendors and locations might not be as pleasant as a trip to 
the wine country, it’s a reminder that your sourcing strategy should remain 
flexible and customized to your organizational (Enterprise?) needs. 
Remember, we are free to choose up to a point, but after that the choice 
controls the chooser. 

With this in mind, you might 
even consider a multi-tiered 
sourcing strategy using the best 
of all worlds. A combination of 
sourcing strategies can often 
provide the flexibility needed to 
meet all your sourcing 
requirements much like my trips 
to the supermarket.  

And again, keep in mind that 
there is no right shore when it 
comes to developing your outsource strategy. A flexible and pragmatic 
approach will always serve you well over the long-term.  



The Pragmatic Outsourcer: Volume 1 – Making The Decision  13 

 

©Pragmatic Outsourcing 2009 
All Rights Reserved 

6. Cost Savings: Expectations Versus Reality 
 

 
 
Even with a variety of reasons to outsource, cost savings is probably still 
your primary justification. But if this is your only reason my advice to you 
would be – don’t. Establishing aggressive cost-savings expectations is a 
deadly trap and should be avoided at all costs. If you’re very good at 
leveraging offshore you might realize a 30% savings on larger initiatives, 
but it still takes a lot of luck.  
 
Even if you understand the paradigm of cost savings, you still need to 
establish realistic expectations with your executives, sponsors and team. 
Failure to do so can result in inadequate budgets, which in turn can lead to 
the eventual collapse of the outsourcing initiative with a serious ripple 
effect, the least of which could be your career. 
 
I receive emails from an offshore sales executive on a monthly basis. While 
his tenacity is commendable, his message is totally ludicrous.  

 
Dear Nick, 
I know your schedule is very tight, but I really hope we have an 
opportunity to share our ideas on how to help you decrease cost 
by 300% in next 12 months. I thought that’s a good opportunity 
coz you are in Beijing now, and our meeting would make you 
more impressive. Looking forward to your early reply. 
Best regards, 
George Tong 

 
Grammar and reality check aside, think about your executives who are 
constantly spammed with these very messages. Direct mail, articles and 
whitepapers conveniently whispered into your boss’s ear about massive 
offshore savings. Setting appropriate expectations will be a balancing act of 
delivering bad news without sounding like a sandbagger.  
 

“Hope we have an opportunity to share our ideas on 
 how to help you decrease cost by 300%.” 
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Just how do you achieve that balance you might ask? When making 
offshore presentations, I use the following approach to establish 
reasonable expectations for my audience.  
 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Another approach is to establish expectations of NO cost savings and work 
in terms of delivery benefits rather than cost. For example: 

• The project Odessa requires 5 FTE for 10 months. 
• While we have a budget for it, we do not have resources. 
• Hiring and training will take over 3 months so we will use a vendor. 
• The budget allows enough resources to deliver within 12 months. 

 
Regardless of your final approach, take time to develop a clear message 
regarding the benefits of offshore and the realities of cost savings. 

Setup SMART (specific measurable actionable 
result-oriented and time-bound) goals such as: 

 Move 100% of X maintenance to team Y 
by 5/15/210 

 Deliver 50 functional points by Z’s team 
by 9/20/2010 

Start with debunking the myth of cost savings 
by addressing some outsourcing realities 

 What vendors are telling us 
 Some genuine offshore horror stories 
 Rates vs. True Cost of Outsourcing 

Change audience focus to specific challenges 
and reasons for outsourcing including: 

 Time to market 
 Access to specific resource type 
 Refocusing internal resources 
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7. The Productivity Paradox: Mind the Gap 

 
 
At some point you will need to put a cost savings on paper, but how much 
can you really expect to save? On the surface it seems obvious: even with 
wage inflation in India, China and Eastern Europe, rates are still 
substantially lower than local rates. For example, a San Francisco Java 
developer is roughly $75/hr compared to $25 on average in Bangalore, 
Shenzhen or St. Petersburg. A 65% savings at first glance, or a 3:1 ratio 
meaning for each onsite resource you can get 3 offshore. Or instead of 
paying a team of eight $90K a month you can pay less than $30K in China 
and give yourself a hefty raise! 

3 ≠ 3 
But is it that simple? Let’s take a look at the real cost of outsourcing and 
something called the Productivity Paradox; or why 3 does not equal 3. With 
a 3:1 ratio you would expect a 2-3x boost in productivity, but in my 
experience resource productivity in India is 50% of local resources.  
 
To compound the problem, offshore vendors are constantly recruiting 
batches of trainees or “freshers” to meet resource demand. The trainees 
are frequently stuff into your team, sometimes without your knowledge, to 
avoid bench time or non-billable staff. This skews the offshore seniority in 
the wrong direction and puts a greater load on other team members.  
 
Now I can already hear vendors moaning, so let me offer some examples: 
• I stopped a development project by a team of five “very senior” offshore 

engineers after 3 months due to quality issues. Two months later the 
project was completed by one in-house resource. 

• We stopped a development project being delivered by an offshore senior 
developer and several mid-level ones due to quality and productivity 
issues. A single mid-level in-house developer later delivered the project 
with oversight from a senior developer in less time than it took us to 
ramp up the team in Bangalore. 

“You can pay less than $30K in China and get yourself a hefty raise!” 
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The list goes on, and considering that I can’t offer any examples to the 
contrary, there might be a pattern here. So how does the Productivity 
Paradox impact the bottom line? Let’s take a look at a sample project. 

 
Why such a massive productivity gap? Once again “3” is the magic 
number. Gaps in experience, distance and culture can combine to create a 
productivity gap that can be challenging if not outright devastating to a 
successful project so be prepared to address each one of them.   
 
Experience: The Pear Curve 

Our definition of “seniority’ differs widely from offshore. 
Vendors recruit thousands of graduates a year to meet the 
constant resource demand. This influx of trainees distorts 
the typical experience bell curve and results in a bloated 
pear shape curve. Junior developers are typically defined as 
less than 1 year of experience, 1-3 for mid-level and 3+ for 
seniors. On a title comparison alone the gap is substantial.  

Let’s imagine that you are planning to outsource a 5-member team that includes 1 tech lead, 
2 mid-level java developer and 2 junior ones. Your cost for the team would be: 
 

 
 
What would it cost you in India? Let’s assume a 50% productivity rate for junior and mid-level 
resources, and team members who were typical of offshore developers. 
 

 
 
Note that team in India also includes a full time PM which is not surprising for a team of five. 
The result is a staggering 5% of cost savings. Your actual mileage may vary based on your 
negotiating skills, but the overall dynamics won’t change. 

 

Role Level Experience QTY Rate 
Productivity 

Factor Monthly Cost

Tech Lead Senior Over 10 1 $83 100% $14,525 

Developer Mid  3 - 10 2 $59 100% $20,650 

Developer Junior  1 - 3 2 $44 100% $15,400 

Total: $50,575 

Role Level Experience QTY  Rate  
Productivity 

Factor  Monthly Cost 

Tech Lead Senior Over 5 1 $32 100% $5,600 

Developer Mid  2 - 5 2 $28 50% $19,600 

Developer Junior 0 - 1 2 $25 50% $17,500 

PM Mid Over 5 1 $30 100% $5,250 

Total: $48,224 
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Distance: E=MC2 
I’ve seen rumors travel at the speed of light between offshore and onshore, 
but when it comes to even well defined functional requirements or specs, 
the communication channel often resembles a string and can network 
rather than fiber optics. To make matters worse, peer pressure in highly 
competitive offshore teams can result in a reluctance to ask questions and 
clarify requirements. Work continues on, but chances are the end result will 
have no similarity to your original request.  
 
Culture: “The boss is always right” 
While we might sugar coat the truth occasionally, we are still relatively 
direct in our business communications. But in many cultures, a “no, that 
can’t be done” is considered rude and the desire to make a client happy 
overrides the need to provide an accurate assessment. Unfortunately this 
cultural belief usually results in “sure, no problem boss”, followed inevitably 
by missed deadlines, bad code and wrong functionality.   
 
Moving Up the Productivity Curve 
It’s possible to build productive teams but it takes work. Consider the type 
of work to be outsourced. My examples were short-term new product 
development that differs substantially from long-term application support.  
 
New development projects have a learning curve of zero; in a 3-month 
project a new team is barely halfway up the learning curve by the expected 
delivery date.  The reality of a new offshore team, like any team, is that it 
takes time to adapt to new processes, standards and requirements.  
 
Application maintenance and 
support on the other hand, is a long-
term process that provides sufficient 
time for a learning phase. As the 
team begins to grasp the lay of the 
land and overall environment, 
productivity begins to improve.  
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8. Top 10 Tasks to Outsource 

You’re still here? Haven’t scared you off yet? Well in that case you're 
probably wondering what it is you might consider outsourcing. Ask any 
offshore vendor and you’ll get a list a mile long and chances are that 
everything you do will be on the list.  

The real question you should ask is what do you need in order to meet your 
business goals and objectives. From the perspective of small- to mid-sized 
companies, I recommend the following: 
1. Security / Availability Monitoring. Achieving aggressive service level 

benchmarks while maintaining a high level of security and privacy is 
practically impossible for a small- to mid-sized company without the use 
of Managed Security Monitoring. I outsource security monitoring and 
use third parties for security testing, including ethical hacking. 

2. Database Administration. I found outsourcing DBA tasks, in particular 
supporting uptime of critical systems, extremely cost effective. Currently 
I use a third party for 24x7 monitoring of my production databases and 
consulting from the same vendor on difficult DBA design tasks. 

3. Black Box Testing. Outsourcing Black Box testing gives me flexibility 
and price performance. The key is to outsource appropriate portions of 
testing, while leaving sufficient portions for in-house acceptance, 
knowledge retention and other key development tasks. 

4. Usability Testing. This is a perfect task to outsource for a number of 
reasons, the most important being independent and objective feedback, 
which is difficult to achieve internally. Other reasons include lack of in-
house expertise and the high cost of testing tools. 

5. Graphics and Creative tasks. Assuming that creative tasks are not 
your core business, you might find outsourcing offers a dramatic price 
performance. With a huge supply of freelance and offshore talent, you 

Another Top-10 List? Did you know that the average continuous 
attention span of a literate adult is 8 seconds. Now pay attention! 
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can find high quality resources at a fraction of the price of both local 
design firms and internal resources. 

6. Technical Support. If you provide technical support to your customers, 
then this can be a good candidate for outsourcing. Of course you have 
to be careful when outsourcing customer-facing activities. There is 
ongoing debate regarding outsourcing customer service and support, 
with valid issues raised by both sides. As always, do your homework 
and explore alternatives before making any decision. 

7. SEO. Search Engine Optimization can be quite laborious and requires 
specialized knowledge of the latest techniques and skills required to 
improve search engine rankings. These skills can be difficult if not 
impossible to locate in-house and are only required on an as needed 
basis. There are many offshore shops and freelancers specializing in 
SEO who offer a performance based approach to compensation. 

8. Software Maintenance and Support. I find outsourcing these “less 
glorious” tasks very effective, especially when I have a large legacy 
product to support. Another benefit of maintenance outsourcing is the 
morale boost for the internal team. A word of caution, don’t expect a 
quick pay back, maintenance outsourcing generally pays off over the 
long run.   

9. Reporting. Developing a large variety of custom reports can often be a 
considerable drain on internal resources. Based on my experience, the 
use of offshore resources to produce and support custom reports pays 
off quite well. 

10. Technology Migration. Migration tasks can be perfect candidates for 
outsourcing. For example, migrating your database technology, 
application servers or code. Again a word of caution, some migration 
tasks require a great deal of preparation before being effectively moved 
offshore. 
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9. Krym’s Fundamental Laws of Outsourcing 

 

Regardless of how well you plan and execute your offshore strategy, there 
are three well-known principals that I suggest applying to managing 
offshore engagements. I call them the Fundamental Laws of Outsourcing  
(FLOs). These laws are as strong as the law of gravity, and as you know, if 
you attempt to ignore it you will at best end up with your face in the dirt… 
• FLO-1: Murphy ’s First Law: 

“Nothing is as easy as it looks.” 

• FLO-2: The Second Law of 
Thermodynamics  

“Entropy always increases” 

• FLO-3: The First Law of Military 
Communications 

“If an order could be  
misinterpreted, it will be”. 

 
How can you even consider working with offshore under these laws you 
might ask yourself. Just as gravity doesn’t prevent us from being successful 
in our lives, neither do FLOs. So here are a few basic tips… 

FLO-1   To deal with the first FLO, Murphy’s First Law of Military 
Communication, consider the following:  
• Start with a Master Services Agreement (MSA) that addresses typical 

offshore traps including quality benchmarks, staff attrition and 
knowledge retention. 

• Set realistic expectations with management, your team, and yourself. 
“Realistic” meaning as low as possible. For example: there will be no 

“No matter how low you set expectations, the 
vendor will still surprise you” 
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cost savings, workload will increase and everything that can go wrong 
will. No matter how low you set expectations, the vendor will still 
surprise you. 

• Setting an “exit water mark”. No matter how far you march down a 
wrong road, you will eventually need to turn back. If you make the 
wrong decision, cut your losses quickly and set a new course of action. 

FLO-2   Moving on to FLO number 2, the second law of thermodynamics, 
this applies to any organization or project. You might remember these 
quotes: 

“The uninspected deteriorates.” - Dwight David Eisenhower 

“The only things that evolve by themselves in an organization are 
disorder, friction, and malperformance.” - Peter F. Drucker 

In offshoring, the second law of thermodynamic is evident in a consistent 
degradation of service quality in the absence of continual energy applied 
from on-shore. Consider uninterrupted control from a dedicated resource 
on your side and make sure it’s someone you trust and who has your 
company – not the vendor’s – best interests at heart. Everything from 
timesheets to deliverables should be scrutinized. The only way to prevent 
quality decay is to apply pressure on the vendor even when things are 
going (seemingly) well. 

FLO-3  The third and final FLO, the First Law of Military Communications, 
applies to all aspects of communications, particularly requirements and 
specifications. Any ambiguity in your written or verbal instructions will be 
(innocently) exploited to create 
maximum damage and cost increase.  

Focus on crystal clear communications 
and a small scope of controlled 
deliverables. For example, short project 
phases, interim builds, etc. Work as 
many control and feedback points into 
your SDLC as you can possibly afford. 
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10. Risky Business: The Perils of Outsourcing 
 

 
 
Regardless of potential offshore benefits, putting the development of your 
product or any other aspect of technology in the hands of a third party is 
certainly a risky proposition 
and not one to be taken 
lightly.  
 
To properly mitigate the risks 
of outsourcing one needs to 
have a good understanding of 
the outsourcing landscape 
and perils. Outsourcing risks 
can be grouped into four 
categories and each should 
be carefully considered when 
doing your research.  

 
 
Organizational   

 
Cost-reduction expectations, organizational 
commitment and maturity are all important aspects of 
being ready to outsource. In other words, one of the 
biggest risks of outsourcing has nothing to do with 
outsourcing. It’s the ability of your own organization to 
set realistic expectations and provide sufficiently mature 
processes to effectively manage and exploit the full 
value of the relationship. 

“One of the biggest risks of outsourcing has  
nothing to do with outsourcing.” 
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External Risk 
 
Geopolitical 
These are systemic risks that include 
government regulations, political stability and 
legal maturity. Events such as the 2008 attacks 
in Mumbai underscore the need to have a 
thorough understanding of a country’s political 
stability when selecting a destination. Utilities, 
financial services, and healthcare organizations 
face government and industry-specific requirements. Vendor transparency 
is critical as requirements such as the USA PATRIOT Act and the 
Sarbanes-Oxley Act place greater burdens of accountability on all 
American corporations.  
 
Security 
Do vendors have sufficiently robust security practices in place and more 
importantly, can they meet those? At first blush, many vendor’s security 
practices seem impressive but you need to dig deeper to determine if 
they’re effective. Risk of security breaches or compromised intellectual 
property protection is an inherent risk when offshoring.  
 
Vendor capabilities 
Financial stability, organizational maturity, infrastructure, technical 
capabilities, and the ability to deliver and retain qualified personnel are just 
a few metrics to consider when assessing a vendor’s capabilities. Standard 
and repeatable processes are critical success factors as well, which is why 
the Capability Maturity Model (CMM) has become an important 
measurement of a company’s maturity and readiness. Companies lacking 
mature internal process models will undermine potential cost savings.  
 
Joint responsibilities 
The ability to closely integrate your company’s processes and culture with 
that of the vendor is another critical success factor. Process confluence, 
scope management, geographic and cultural differences, knowledge 
transfer and communications, all need to be addressed in order to ensure a 
viable partnership.
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Team Impact 
 
Transferring even a small portion of work offshore has inevitable impacts 
on you and your team. The impact can be dramatic to the degree that it 
defeats the purpose of outsourcing. These impacts should be considered 
potential risks that require mitigation planning and management throughout 
the outsourcing lifecycle. Some of the most significant impacts include: 
 
Team support, respect and relationships 
Even the most open-minded employees will be concerned when offshore is 
introduced, and well they should. The practice of vendors replacing the 
sheer fabric of a company is all too familiar. As the instigator you will be the 
target of a variety of negativity with the essence being “you are a traitor”.  

One of my key architects even gave me an 
ultimatum “it’s me or them”. There’s no bulletproof 
shield, chances are some loss will occur no matter 
what you do. For me, the best mitigation strategy is 
transparency and honesty - if you can afford it. I try 
to personally deliver the message to each team 
member or setup a process to ensure consistent 
and accurate delivery of the message. 

Team spirit and trust 
Mutual trust even in small teams is somewhere below 100%. Even a 
perfectly delivered message can generate negativity. The only medicine 
here is reinforcement of the message – positive reassurance is like food – 
you can’t get enough of it.  

Team productivity, commitment and loyalty  
Loss of key personnel means loss of critical knowledge. Loss of team spirit, 
even if managed well, will likely result in tangible losses. You need to plan 
in advance, prior to introducing the idea of outsourcing to your organization. 
Do you have sufficient redundancy in your organization to deal with the 
inevitable loss of key staff? Do your schedules have sufficient contingency 
to cover the loss of productivity? Are your knowledge transfer and retention 
devices in place? If the answer to any of these questions is ‘No” then you 
need to close the gap before searching for a vendor. 
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Personal Impact 
 
Now let’s talk about you. The risks are 
substantial on a personal front as well. What 
would championing an offshore initiative do to 
your career? What’s your organization’s risk 
tolerance? What is its failure tolerance? How 
would the failure of a vendor affect your position 
in the organization? There are countless 
questions to ask here. 
 
Also consider the impact on your personal 
lifestyle. Are you prepared to shift work hours in order to deal with multiple 
time zones and 2am conference calls? Are you ready to deal with the 
never-ending and inevitable stress? What is your own failure tolerance? 
 

 
 

 
 
 
 
 
 
 
 
 
 
I remember welcoming an outstanding account manager for a prominent IT 
outsourcing company to the role of Account Manager for an offshore 
engagement.  While no stranger to IT outsourcing, he had never dealt with 
offshore before.  “That’s the end of the life as you know it”, I told him. “You 
will now need to start every call with ‘I am sorry, I have to apologize, etc.’” 
And of course unfortunately, I wasn’t joking.  
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11. Technology Flexibility: Bend or Break 
 

 
 
A recent Linkedin question “.Net OR Java; Does technology matter for 
making the decision to outsource? “ serves as a good basis for the next 
chapter. Does the technology matter or are some technologies better 
candidates than others for outsourcing? While the Linkedin discussion that 
followed was more of a .Net vs. Java religious war, I would like to focus on 
the more pragmatic issue of technology flexibility in offshoring. 
 
If you’ve already selected your technology, or selected a vendor that has 
specific expertise in place, then it’s a moot point. If not, then it can be quite 
an important decision. If you are planning to outsource but have not 
selected the technology, here are a few tips to consider: 
• Technology flexibility is not your friend. The more disciplined the 

technology, the easier it is to control and less chance for the onshore 
and offshore teams to drift apart. Regarding Java vs. .NET; Java offers 
great flexibility and far less commonalities in solving even basic 
development task. There are 10,000 ways to achieve the same 
objective. On the other hand, .NET offers a more disciplined approach. 
While it offers some flexibility, there is typically a “right” way to deal with 
the majority of tasks in .NET. 

• Emerging technologies are not made for outsourcing. That seems 
like a no-brainer, yet I’ve seen many companies’ offshoring projects 
using cutting edge technologies, typically with painful consequences. So 
just in case it’s crossed your mind, consider the many reasons not to 
such as lack of experienced resources, blind spots in understanding the 
technology, insufficient support community, lack of well established best 
practices, etc. Any one of these issues can destroy the engagement, but 
combined the failure is guaranteed. Although Java and .NET are 
established technologies, there’s always something new being pitched 
by each camp. 

“While the technology in question might be extremely solid,  
it doesn’t mean any code monkey can operate it.” 
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• Close door to Open Source. Well, that might be an overstatement. As 
a matter of fact I did quite well outsourcing development using Open 
Source technologies and products, and so did many people I know. 
Caveat emptor! If you go for Open Source make sure that you do not 
stray off the beaten path, and stick to stable and mature products with a 
strong development community. Frequent release cycles, fluctuating 
quality or an unstable support community can all add insult to injury 
when combined with the inevitable issues of outsourcing. 

• Don’t let the tail wag the dog. Some advanced technologies come with 
very costly or complex development tools. Some require you to invest 
heavily in workstations, the development environment or training. Unless 
you have extremely compelling reasons to do so, do not consider such 
technologies. Investing in a partner or their environment is not what you 
want to do at this point and you certainly don’t want to be locked into 
using a specific vendor.  

• You only find free cheese in a mousetrap. There are plenty of 
“simple” technologies available today. These technologies can be 
quickly learned, and superficial expertise sold to a naïve buyer. This 
usually attracts gazillions of providers and inevitably drives the price 
down. Have you heard the one about PHP freelancers for $4 an hour? 
Just go to elance.com or guru.com – you will find plenty, and I guarantee 
you’ll get what you pay for.  
 
While the technology in question might 
be extremely solid, it doesn’t mean 
any code monkey can operate it. 
Finding good providers in such 
technologies can be a challenging task 
due to the high pollution of the field. 
Unfortunately PHP today falls into that 
category, and I am certain tomorrow 
that will be the case with RoR. 
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12. Quality Assurance: In or Out(source)? 
 

 
 
Speaking of LinkedIn, I saw another question regarding outsourcing Quality 
Assurance, a debate that continues to rage throughout the IT community.  
Like most debates, there are valid issues raised by both sides. Let’s take a 
look at a few of the critical issues:  
Knowledge Loss  
Outsourcing QA is often an easy 
starting point but a potentially 
dangerous trap. In particular, loss of 
internal QA resources while 
outsourcing often results in 
knowledge loss and ultimately 
degradation of product quality.  
I’ve seen it many times. QA engineers often have better product knowledge 
than anyone else and offshoring that knowledge falls into a category known 
as “outsourcing the crown jewels”. 
Cost Savings 
Companies in the U.S. often consider outsourcing QA for all the wrong 
reasons, for example “Cost”.  Cost advantage can be a myth as I described 
previously, and going offshore for the wrong reason is guaranteed to give 
you the wrong results. 
Resource Quality 
It’s no surprise that many companies go offshore after interviewing dozens 
of keypunchers who can’t tell the difference between priority and severity. 
But the problem is obvious - it’s as difficult to find good testers in Bangalore 
as it is in Boston. Of course the large talent pool in countries like India and 
China helps, but they have their own challenges.  
 
Outsourcing the problem will not eliminate it: it will only pass it to someone 
else who is hopefully better equipped to deal with it. But are they? Having 
interviewed hundreds of engineers around the world, I can tell you that 

“Going to QA is like going to the morgue – there’s no way back” 
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most vendors are not. Many of them are squarely in the business of selling 
mediocrity in bulk and the resources are far less impressive than local 
talent. 
 
Perception 
Unfortunately the perception of QA as a skill or occupation is a substandard 
one. It takes as much IQ to become a solid QA engineer as a Java 
developer, maybe more, but what can you do about perception? As one of 
the best QA guys I’ve ever met put it “going to QA is like going to the 
morgue – there’s no way back”.  
 
And why don’t developers enjoy testing? Because it’s takes serious effort to 
put together a decent test script, organize code, etc. Look at QA in relation 
to average salaries, layoff patterns, offshore dynamics; the trend is 
obvious. 

__________________________________ 

However, having said all that I have to state that I still outsource a lot of my 
development and QA activities with great results. A few key ingredients for 
success include: 
 Rigorous vendor selection process with the focus on “the match” 

between my organization and the vendors.  
 Resource augmentation and joined teams rather than complete 

outsourcing. 
 Abundant communications in all forms with a fair portion of face-to-face 

meetings and on-site / offshore swaps. 
 Control and ongoing preventive maintenance in all aspects of the 

engagement. 
 Adjusting SDLC to accommodate idiosyncrasies introduced by offshore. 
 A “disposal outsourcing” model that I developed with one of my partners 

panned out quite well in the QA arena. 
 Working with nearshore partners was much easier in many aspects, 

especially when running agile projects. 
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13. The Darker Side of Outsourcing 
 

 
 
While writing this book, I had to go through a rather unpleasant exercise – I 
had to terminate one of my employees. Termination is never fun, and it’s 
particularly painful on a backdrop of economic downturn. Through my 
career I’ve had to let go of a great number of people, mainly due to the 
industry’s downturns and resulting massive layoffs.  
 

Layoffs are always painful yet the sheer size of the 
event can offer some consolation to those impacted. 
However, things tend to get much more personal 
when you let go of someone due to performance 
issues.  
 
Reaction of the person being let go on a 
performance basis is difficult to predict and control. 
I’ve had budgets thrown in my face, verbal 

explosions and threats. I’ve been in situations where I had to call security 
and very close to calling an ambulance. This time it did not go well either. 
The employee got agitated, angry and upset with the unfairness of the 
event. After the termination, the employee’s direct manager and I started 
receiving harassing calls from a blocked number on our personal phones… 
 
Sending jobs offshore is likely to create enemies. For example when I 
introduced the offshore concept in a former organization, one of my key 
employees came back with a common blackmail technique: “I’ll quit”. 
Unfortunately he didn’t and remained a constant pain in the neck. Two 
other people quit citing the offshore decision as one of the main reasons. If 
sending jobs offshore means layoffs then things can get quite ugly. 
Especially if the laid off employees are picked on a performance basis, 
which is the way it should be done.  
 

“Outsourcing is one of many tools IT leadership has 
at its disposal, but it’s a tool with a dark side. ” 
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Performance based termination rarely goes well, and sometimes goes 
exceptionally bad. Not long ago a laid off employee took the lives of 
executives at a company in Santa Clara. As my CEO at the time put it 
“There is too often a thin veil that covers members of society and when the 
wind blows, the veil can come off.” 
 
With this in mind, move carefully and make educated steps when 
outsourcing. If your offshoring decision results in local job losses, be 
exceptionally careful. You might be making an impersonal decision based 
on a spreadsheet for the greater good of the company, but for those who 
are about to face unemployment in today’s market it will be very personal.  
 
To minimize potential backlash consider a few general tips: 
 Deliver clear and consistent communications covering reasons, goals, 

objectives and support processes. Communications should precede the 
event and continue long afterwards. 

 Don’t cut jobs across the board, instead selectively cut jobs. Never 
disguise performance-based termination as layoffs. 

 Focus on those who stay but remember the “survivors” will judge you 
and the company by the way the layoff and employees were handled.  

 
Layoffs combined with replacement by offshore resources is a double hit on 
the remaining staff with inevitable impact on employee morale and quality: 
• Employee motivation will be disrupted and result in increased politics, 

anger, fear and a decline in productivity and quality.  
• “Survivors” experience more stress due to longer work hours, increased 

workloads and overall uncertainty about future layoffs. 
• The loss of senior staff will result in the decline of overall quality and 

qualification of workforce, and loss of institutional memory. 
 
But it’s not all gloom and doom. People don’t go offshore for the sheer fun 
of it. Outsourcing is one of many tools IT leadership has at its disposal, but 
it’s a tool with a dark side. Knowing this should help you use it properly and 
minimize collateral damage. By the way, if you are planning to replace your 
local underperforming workers with offshore resources make sure your 
personal contact information is not in the company directory, white pages, 
Linkedin, etc. Not a trivial task nowadays… 
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14. Dark Clouds with a Silver Lining  
 

 
 
So you’ve decided to move forward with your offshore 
initiative or maybe expand an existing one. But what’s 
going through the minds of your team and what kind of 
questions are they asking? What are they loosing sleep 
over? That’s not difficult to imagine: 
• Is my job at risk? 
• Is my salary at risk? 
• Is my career at risk? 
• Is my quality of life at risk? 
• Is my project, department or team at risk? 

 
Let’s start with a reality check: the answer to all these 
questions is yes, no and maybe. There will be people 
who will lose their jobs or forced to take lower paying 
jobs. Transferring jobs offshore may reduce the scope 
of career opportunities or completely eliminate some. 
Some people might be asked to work odd hours while 
others won’t be affected at all.   
 
The impact on employees inevitably affects the 
employer, and that can be a very serious impact. 
Minimizing negative impact of personnel issues is likely 
to become your primary objective as an outsourcing 
champion. 
 
One suggestion is to tune into your team’s WII.FM (What’s In It For Me?) 
station. What is the silver lining of the offshore initiative for your team 
members?  

“Outsourcing is big business and offshoring experience 
can open up entirely new career opportunities.” 
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That of course depends on the specifics of the offshoring initiative and can 
include: 

• Offshoring might offer an opportunity to offload grunt work freeing up 
employees to work on more interesting and engaging projects. 

• Similarly, offloading grunt work allows organizations to focus on core 
strengths and competencies. 

• Sometimes offshoring creates opportunities for employees to learn 
new technologies and products. 

• Management and leadership opportunities can open up which can be 
an attractive option for career development.  

• Outsourcing is big business and offshoring experience can open up 
entirely new career opportunities. 

 
Another silver lining is the opportunity for employees to demonstrate their 
skills, ability to excel under pressure, learn a new skill or simply fill the void 
left by departing employees. In my experience, and I’ve seen it on a 
number of occasions, this can be a launching pad for previously capable 
but for some reason unnoticed employees. 
 
The question is whether as the leader of the initiative you can communicate 
a positive message and motivate the troops to take advantage of the 
opportunity rather than dwell on negative events. Here are a few tips for 
dealing with the personnel impact: 
 Consistent non-stop communication. Check out the 7 Cs of 

communications and follow those as much as you can. 
 Consistent aggressive motivation. “Motivation is like food for the brain. 

You cannot get enough in one sitting.” [Peter Davies] 
 Be prepared to pay above market. Hopefully offshore cost savings can 

offset some of the cost impact. 
 Invest heavily in the staff redundancy. This is a complex issue and 

probably warrants a separate book, but let me just say that staff 
redundancy will give you the confidence to operate in the challenging 
environment that offshoring is likely to create in your organization. 

 Implement process and methodology improvements to create an 
environment tuned to the new organizational layout. 
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15. Fact vs. Fiction: Myth Busting 
 

 
 
I’ve stressed throughout this book the importance of making well thought 
out and informed decisions based on the realities of outsourcing. But how 
do you know what is real and what isn’t?  
 
A search on “myths in offshore outsourcing” brings some good articles 
written a few years ago. While some of them are still valid, many have lost 
their mythical status. Some debunked myths have even turned out to be 
facts. Let’s take a fresh look at today’s facts and myths.  
 
 
 
 
 
 
Let me start with three Facts that are often called Myths: 

“Code is produced by people, not organizations.  
Bad programmers write bad code.” 

 

Fact  Fiction 

Fact #1: Offshore outsourcing costs U.S. jobs. Supposedly some very trustworthy 
institution calculated that for every dollar spent on outsourcing to India, the U.S. 
economy gains at least $1.12. An easy way to fix the economy, isn’t it? While I won’t 
presume to challenge this statement, I can say with certainty that it’s a fact that every 
IT job outsourced is a local job lost. 
Fact #2: The cost benefits of outsourcing are overstated. The title says it all. 
While I wouldn’t call IT outsourcing “the greatest story ever sold”, there is 
exaggeration in almost every offshore vendor presentation I’ve ever seen. 
Fortunately many buyers come to grips with the fact that on any meaningful scale, IT 
outsourcing can at best save 20-30%. 
Fact #3: There are “huge” cultural barriers. For anyone who’s been through a 
substantial outsourcing initiative there is nothing mythical about cultural barriers. The 
fact that they are not necessarily huge doesn’t make them any easier to deal with. 
Underestimating the complexity and challenges associated with cultural differences 
can trip up an otherwise bulletproof engagement. 



The Pragmatic Outsourcer: Volume 1 – Making The Decision  35 

 

©Pragmatic Outsourcing 2009 
All Rights Reserved 

Now let’s look at seven popular beliefs that are myths:  
 

 

Myth #1: India is the best outsourcing destination. India is a leader in outsourcing 
no matter how you look at – sheer volume, number of providers, process maturity, 
etc., but that doesn’t make India the best destination. Recent developments in 
Eastern Europe and Latin America offer competitive near-shore outsourcing 
alternatives for the US and Western Europe.  
Myth #2: Offshoring is the best cost-cutting strategy. Offshore is just one strategy 
to cut costs, but there are many alternatives to consider. In most cases this should 
include rationalization of the IT portfolio, process improvements, automated tools, etc. 
Offshoring is a very powerful weapon but can be a double-edged sword. 
Myth #3: Offshoring drives IT salaries down. While offshoring plays a role in salary 
dynamics, it’s only one of many economic factors. Areas affected most are wages of 
“local outsourcers” – freelancers, contractors, etc. Take a look at oConomy and you 
will see some staggering trends. Hit with homesourcing, many U.S. freelancers had to 
drop their rates to remain competitive. On the other hand, some rates have increased. 
Consider the high cost of distributed engagements. 
Myth #4: Offshoring results in significant IT unemployment. Similar to salary 
dynamics, offshoring affects employment trends, but has not had the impact feared. 
High-end IT professionals continue to be a scarce commodity and even low-end IT 
workers remain gainfully employed to a large degree despite a huge economic 
downturn. It remains to be seen how far IT unemployment figures will go. 
Myth #5: Offshore quality is inferior to the U.S. That’s not a myth, that’s just plain 
ludicrous. Having seen IT operations in the U.S. and some of the best offshore, I can 
say that there is much to be learned from IT companies in China, India and 
elsewhere. As a matter of fact, 80 of the 117 CMM Level 5 companies are from India.  
Myth #6: Quality of code by offshore companies is poor. This is another common 
criticism. Code is produced by people, not organizations. Bad programmers write bad 
code and bad programmers are one of the most numerous creatures in the IT habitat. 
High wages and constant demand have attracted mediocrity around the world. Even 
in the exclusive Silicon Valley you will find horrible code on a regular basis. Add to 
that the possibilities of writing bad code by new “forgiving” technologies such as Java 
or PHP and you end up - well, you end up where we are today… 
Myth #7: Offshoring is a never-ending nightmare. I hear this more and more 
nowadays. Yet if you examine the reasons behind the nightmare they often point back 
to the organization itself, rather than the vendor. As I’ve said many times before, it 
takes knowledge and skill to apply outsourcing tools in the proper manner. 
Inefficiencies such as poor communications or lack or process are only amplified by 
outsourcing and can result in real nightmares. 
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16. Heads They Win, Tails We Loose? 
 

 
 
Sensationalist title? Maybe so, but given the state of the global economy 
and dramatic job loss, the topic of who wins and looses in the outsource 
game is the topic of a very heated national debate. As the offshore 
champion in your organization, you should understand the issues behind 
this debate and be prepared to firmly position your organization as a 
responsible business leader in your community.   

 
Let’s start by clearly stating that IT offshoring is not about 
exploiting low cost workers in sweatshops. Even at 1/3 of 
local labor costs, IT professionals in developing countries 
often have a better quality of life than their domestic 
counterparts due to lower cost of living. Additionally, tax 
revenue generated by the outsourcing industry benefits 
local and federal governments, which in turn leads to 

infrastructure and hopefully social improvements. There’s no question that 
offshore outsourcing is beneficial to the country receiving the work.  
 
While we might argue over cost savings of 20% vs. 50%, or the quality of 
local vs. offshore resources, there is little doubt that access to a large pool 
of competitively priced IT resources plays an important role in an 
organization’s ability to remain competitive in the global marketplace. One 
of the strongest pro outsourcing arguments is that it’s better to loose a 
percentage of jobs to outsourcing than all of them to bankruptcy.  
  
So if both sides benefit, what’s the fuss? Of course the answer is - people. 
There’s no question that outsourcing results in local job losses. And 
although the offshore debate is taking place at a national level, the job 
losses are a local issue affecting local communities.  As a local provider of 
tech jobs, any layoffs as a result of outsourcing are subject to the scrutiny 
of your local community and media, and the backlash that may result. 

“It’s better to loose a percentage of jobs to outsourcing 
than all of them to bankruptcy.” 
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You certainly can’t make decisions based on public opinion, these are 
difficult competitive decisions you need to make based on the financial best 
interest, and possibly survival of your company. But keep in mind the very 
community impacted by your decision is the same community that you rely 
on for infrastructure, resource pool and possibly even business revenue.  
 
Once you’ve made your decision but before the cat’s out of the bag so to 
speak, it’s important that you develop a plan to manage the situation and 
mitigate potential backlash. First, consider ways to mitigate job loss:  
 Exploring opportunities to place employees in other areas of the 

organization. A former Project Manager who worked extensively with the 
company’s marketing department transitioned to a role as Product 
Manager and had a very successful career in corporate marketing.  

 Exploring opportunities for employees to be hired by the vendor as client 
relationship managers, business analysts or onsite coordination roles. 
No one knows your operations better than your own staff, and one 
company’s expense is another company’s revenue generator.  

 
Regardless of how creative you are there will still be people affected and 
possible public / media backlash. While you don’t need to defend your 
decision to the public or the media, you still need to maintain a reputation 
as a responsible business leader in your community. Consider the following 
when developing your plan: 
 Clearly articulate a strong set of quantitative and qualitative reasons to 

support your decision including cost savings, resource requirements and 
competitive pressure. 

 Regardless of PR capabilities, your employees, including the ones 
facing layoff, can either be your closest allies or worst enemies when it 
comes to media relations. Create a reasonable severance package, 
notification period and outplacement service when possible.  

 Clearly communicate the positive aspects of your strategy, goals and 
process internally as well as to community leaders and the media.  

 
While none of this will guarantee you’ll win any local popularity polls, it will 
at least reinforce a positive corporate image and demonstrate a 
professional responsibility on the part of yourself and your company.   
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17. Selling Your Organization on Outsourcing 
 

 
 
You’ve made it this far so let’s assume you’re sufficiently sold on the idea 
of offshoring. If not, stop right here. You won’t be able to sell your 
organization on any idea unless you believe it 100%. There will be plenty of 
people vehemently opposed to offshore and unless you are a true 
champion of the idea you will loose this battle.  
 
There’s also a chance that many people will support and promote the idea 
for all the wrong reasons. Unless you know and believe in what you’re 
doing, you’ll be stuck delivering on unrealistic expectations against 
unachievable goals and will be updating your resume sooner than you 
think. 
 
So how do you introduce offshoring to your organization? Unless your 
organization has a history of success using offshore, this will be a long, 
complex cycle of selling the concept itself, its benefits, and your abilities to 
mitigate the risks. 
 
You may have to sell to different audiences such as executives, your team, 
and investors so customize your presentation for each audience. A few 
words of caution: 

• Don’t overuse Sandler’s “negative sales approach”. You need the 
long-term support of your audience to get over the hump of initial 
rejection and the turbulence of establishing the relationship. 

• At the same time do not oversell – that’s a self-imposed death 
sentence. Offshore is likely to fail your lowest expectations. 

• Do not delegate selling to offshore account managers or sales 
executives. They will gladly act on your behalf and possibly do a 
marvelous job, but you will in turn lose control of the situation. Most 
likely they will over commit and you will under deliver. 

“Unless you know and believe in what you are doing, you will be stuck 
delivering on unrealistic expectations against unachievable goals.” 
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Your initial introduction may follow the traditional pattern, for example: 
 

   
 

   
 

     
 

     
 
Unlike the traditional “hunter” selling model with the sole target of closing 
the deal, you have to be prepared for a never ending “farmer” selling 
process. As inevitable issues creep up and buyer’s remorse overwhelms 
some of the stakeholders, you will need to manage the expectations and 
continue showing benefits of offshore … if there are any of course. 

1. Organization Overview 
 Strong foundations 
 Budget cuts 
 Competitive pressure 

2. Challenges and Pain Points 
 High Attrition 
 Recruiting failures 
 Time to market pressure 

3. Solutions Considered 
 Local subcontractors 
 Internal structure changes 
 Offshore 

4. Benefits of Offshore 
 Cost reduction 
 Access to resources 
 Reduce time to market 

5. Risks of Offshore 
 Organizational 
 Internal staff 
 Personal 

6. Expected Returns 
 Realistic goals 
 SMART criteria 
 Intangible benefits 
  

7. Risk Mitigation Strategies 
 Planning 
 Collaborating 
 Due Diligence 

8. Control Mechanism 
 Governance / Oversight 
 Metrics / Feedback 
 Exit Strategy 
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18. Conclusion 
 
Throughout this book you might have noticed a common theme (besides 
cynicism, negativity and morbid humor…) and that is pragmatism. The truth 
is, when considering whether or not to take the offshore plunge, there is not 
a single truth or correct answer. Each organization should take a very 
pragmatic approach to this decision and carefully consider it’s own unique 
business goals, strengths and weaknesses, as well as the ability to adapt 
and change.  
 
The history of outsourcing is filled with both success stories that have made 
careers, as well as disaster stories that make the Titanic look mild and left 
equally few survivors. Assuming that you want to go down in the annals of 
corporate history as a success story and not another casualty, I strongly 
recommend doing your homework carefully and realistically.    
 
Even on the brink of failure, all is not lost. There are a few turnaround 
stories with happy endings such as a major insurance company in 
California that was on the verge of firing their offshore vendor and 
scrapping the whole deal. After much blood letting and legal threats (see 
Krym’s Laws), the vendor finally applied the appropriate resources and 
addressed the long list of grievances provided by the company. The project 
was allowed to continue and was eventually a success. The offshore 
relationship has expanded and thrived through the years and has resulted 
in substantial savings for the company not to mention substantial revenue 
for the vendor.  
 
But of course that’s the whole point, a mutually beneficial relationship 
where both parties can successfully achieve their business goals. So don’t 
give up, it can be done, and it can be done well. Proper planning, as well as 
a realistic and practical approach to the decision making process, will vastly 
improve your chances of success. In other words, whatever you do, be 
pragmatic. That’s right, you guessed it… Be a Pragmatic Outsourcer! 
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