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A Couple of Definitions

 Outsourcing

The concept of taking internal company functions and paying an 
outside firm to handle them. Outsourcing is done to save 
money, improve quality, or free company resources for other 
activities. 

 Insourcing

The opposite of outsourcing; that is insourcing (or contracting 
in) is often defined as the delegation of operations or jobs from 
production within a business to an internal (but 'stand-alone') 
entity (such as a subcontractor) that specializes in that 
operation. 

 Offshoring

The relocation of business processes/services from one country 
to another. This includes any business process such as 
production, manufacturing, or services.

http://en.wikipedia.org/wiki/Outsourcing


Drivers for Outsourcing

 Economic necessity
 5.6 M labor force deficit forecast in US by 

2010.

 The excess labor supply in outsourcing 
destinations.

 Market globalization

 Revolution of the enabling telecom 
platform and capacity

○ The Internet

○ NetMeeting, WebEx, AIM, MSN, Skype, QQ…



Labor Shortfall at Source 

Countries



Labor Supply at Outsource 

Destinations
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Outsourcing: the Cost Structure



The Economics of Offshore 

Outsourcing



Average ITO Salary in 

Offshore/Nearshore Locations (2004)



Average ITO Salary in APEC 

Countries (2004)



The Outsourcing Landscape

The IT Outsource Destinations
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The Outsourcing Landscape

IT Export Revenue (mil USD)
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The “visible” Global IT Service 

Providers



China: The outsourcing Market

 China Outsourcing Market: 

$1.4B (2006)

 Market: Domestic, Asia heavy

 60% - Japan & Korea alone.

 40% - from multi-national 

companies located in China.

Japan & 
Koera
60%

US
20%

Others
20%

 Growth: 38% annually for the next 5 Years.

 First-tier Cities: Beijing, Shanghai, Dalian…

 Second-tier: Xian, Chengdu…



China Outsourcing:

Top 10 Second Tier Cities (Alsbridge 2007)

 Chengdu

 Guangzhou

 Hangzhou

 Jinan

 Nanjing

 Shengyang

 Shenzhen

 Tianjin

 Wuhan

 Xian

ChinesecitiesNextTop10.jpg


China: The Major Players
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China: The fragmented field



China Outsourcing: Some 

Charactistics and Challenges
 Level of Energy!

 Time Zone 

 Language 

 Culture

 The Single-Child Effect

 Industry Maturity
 More than 10000 software service suppliers

 Only 5 has over 2000 employees (CCID Consulting)

 Only 7 passed CMM5 certification.

 Technical Leadership Talent

 Programming Talent

 Turn-Over



China Outsourcing: The Outlook

 Software as a fundamental Industry

 Strong government support across the 

country

 Globalization need

 Fast expanding domains

 BPO

 Consulting

 Engineering Software

 …



China Outsourcing: Impacts to Jobs 

in the source countries

 Shifts lower end technical jobs outbound

 Requires new skill sets to remain 
competitive
 Flexibility

 Communication skills

 Management skills – people, project

 Technology leadership and delegation skills

 Opens up enormous, unique 
opportunities for cross-culture 
professionals 



China Outsourcing: A lighter note –

Subtle Influences that last

October 16, 1964

http://www.chinesesavvy.com/savvy/subjects/199.html


Questions?

For an executive summary and further 

information, refer to 

http://www.geocities.com/qingxiang_niu/

Outsourcing.html

http://www.geocities.com/qingxiang_niu/Outsourcing.html
http://www.geocities.com/qingxiang_niu/Outsourcing.html

