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Software Outsourcing, the Benefits, Risks and How to do it right 
By Wenhai Fu, CEO of Sine Software Technology 

The Benefit of Software Outsourcing 

Software outsourcing has been a staple of American corporations for more than a decade. When 
executed well, outsourcing companies can reap great benefits from this move.  

Improved Business Focus 

Software outsourcing releases a non-software company from dedicating resources to areas outside 
of its business expertise, and allows a company to focus on its core skills and products while having 
the day-to-day software development and its management handled by vendors who have more 
expertise in these areas.  

Instant Access to Expertise and Resources  

By partnering with a software development firm, outsourcing companies gain instant access to the 
expertise and resources of the software development firm, which usually take years to develop and 
mature. Some of the expertise is gained by working with many clients who faced similar challenges. 
The economies of scale and the economies of skill offered by a software development firm give the 
outsourcing company a level playing field, which otherwise would have to act "small". 

Reduced or Controlled Operating Cost  

Non-software companies that try to develop software themselves may actually experience elevated 
development and management costs. These increased costs eventually are passed onto customers, 
reducing your competitiveness. A software development company specializes in software project 
development and management, and knows how to design software faster, cheaper and better. That's 
what a software firm does after all.  

The Risks of Software Outsourcing 

Software outsourcing is not for the unprepared. Together with the benefits come risks. 
Understanding what the possible risks are can help you address them proactively and minimize the 
effects even if they do occur.  

Intellectual Property Protection 

Legal systems in other countries may not offer the same protection as offered here in the U.S. Even 
if the protection is similar, having a lawsuit across borders is still time-consuming and costly.  
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Quality  

No matter how brilliant your idea is, if the software developed for it is buggy, your customers will 
be unhappy and they will spread the words. 

Communication­Language Barrier  

Even though the distribution of English as a spoken language is far more widespread than any other 
spoken language, including Mandarin Chinese and Hindi (mainly spoken in northern and central 
India), it is not a primary language in many countries. When you outsource your software project to 
a different country, chances are your English is different from "their English." The result? Your 
communication could be ineffective and soon you would feel frustrated. 

Communication­Time Zone Difference 

Depending on the country and the location, the effect of time difference can range from mild to 
extreme. The time span between the west coast and Asia, for example, ranges from 12 to 14 hours. 
In a typical office situation, no synchronized communication is possible between these two 
locations. It's ok if it's only once or twice that you have to stay several hours late or come in several 
hours early. When this has to happen frequently then it becomes a real burden.  

Other Risks 

Other risks include status and cultural differences, legal and regulation differences and so on.  

Successful Software Outsourcing 

When it comes to software outsourcing, there is no one-size-fits-all model to guarantee success. 
Every outsourcing company is different, every project is different, and every software solution 
provider is different. But there are some basic practices that can help improve the outsourcing result. 

Understand Yourself 

Do you understand the benefits of software outsourcing and the risks of software outsourcing? Do 
you have a mechanism in place to avoid/address the risks? Does your management support the 
outsourcing? Do your internal software engineers, if any, feel threatened by the outsourcing?  

If your internal staff doesn't support your vision, you will need to communicate with your internal 
groups first to fully realize the potential of your outsourcing strategy. 

Build an Interface Team 

Software outsourcing is not just signing a contract and then sitting back and expecting the software 
be delivered as expected on time. You will need to frequently communicate with your vendor. It's 
better to form a team to oversee the whole outsourcing process, from defining delivery standards, to 
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requesting for proposal, to vendor selection, to contract development and negotiation, to in-process 
communication and acceptance testing. This interface team needs to be supportive, knowledgeable, 
and capable of learning quickly and good at communication and project management.  

Select Your Vendor Carefully 

While selecting your vendor, consider the following aspects: vendor reputation, vendor history, 
organization culture, technology experience, subcontractors and partners, commitment, integrity, 
flexibility, culture, language, time zone difference, and legal issues.  

On­going Communication 

While the outsourcing process is on-going, it's important to keep the communication channel wide 
open. Communicate with your vendor and internal groups frequently, honestly and early whenever 
you have any concerns or changes. Regularly true up with your vendor to make sure they 
understand the requirements correctly, maintain high quality standard all the time and meet the 
deadlines of milestones, and quickly address any issues that surfaces. 

Other factors that are important include focusing on quality and result, maintaining a good 
relationship with your vendor and always seeking a win-win deal with your vendor whenever 
possible.  

About Sine Software Technology 

From mouse clicking imitation over the Internet to programming manufacturing equipments, Sine 
Software Technology provides custom software development. By providing both economies of 
scale and economies of skill, our mission is to deliver high quality software solutions at a low cost. 
We help companies cut costs, not corners.  

All of our projects are done following FDA regulations and DOD, ISO and CMMI standards. We 
know we do not have the opportunity to redo your software, therefore we do it right the first time.  

Sine Software can be reached by phone at 1-888-360-7463(Sine), by email info@SineSoftware.com 
or on the Internet at www.SineSoftware.com.  

 


