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The five commandments of outsourcing
by By Nilesh Ranpura, eInfochips 
ECN Asia 
Over the years, the meaning of the term ¡§outsourcing¡¨ has undergone a sea-change. What star ted off  as the shi f t ing of  manufacturing goods to countries providing 
cheap labor during the Industrial  Revolut ion has taken on a new connotation in today¡¦s scenario. Outsourcing has driven today
strategies for growth, f inance and market demand. Outsourcing reduces burden from the mainstream execution and al lows companies to focus on the r ight issues with 
the r ight priori t ies. High-tech sector has a r isk involved in project /products when i t is being executed in-house or outsourced. This r isk factor becomes more tangible 
when outsourced. This ar t ic le at tempts to shed l ight on f ive discrepancies associated with outsourcing in the electronics design services sector. The art ic le is based on 
results from actual  outsourcing ventures. It  wil l  provide a thorough understanding on the pros and cons of outsourcing to those planning to outsource or have fai led in 
outsourcing. 

1. Outsource for qual ity,  not  for ¡¥labor arbit rage ¡¦  

General ly,  outsourcing/mult i -sourcing is implemented to accrue the f inancial  benef it  of buying a comparable service and exploit ing the dif ference in pric ing. This may 
hold true as long as the engagement is for customer support tasks (cal l  centers and BPO). In case of  electronics design services l ike chip/ASIC design and veri f ication 
or  product real ization services, there are two more dimensions to consider before taking the leap: technology and time

Nowadays, outsourcing companies have specialized in niche skil ls thus making them an attract ive avenue to invest in for  your business. The qual i ty of  work is general ly 
superior  and turnaround times are shrinking.  

2. Reap profi ts by monitor ing people and processes,  not tasks and results  

Most outsourcing manager¡¦s accord high importance to tasks/object ives defined and results derived. However,  one needs to understand that one is deal ing with people 
and processes from di fferent parts of the world. Be i t  domest ic help or daycare or banking, all  these outsourced tasks are chal lenging as they deal with people. 

In order to ensure that the outsourced projects produce the right results, choose the r ight people for the r ight job. Trust the work force and constantly monitor the 
processes being fol lowed. A good process addresses all  f laws introduced through human error.  Alternately, people compensate for process

3. Maintain fair communication habits from beginnin g  

The world lacks ¡§perfect  communicators¡¨. Imperfect communications are fatal in outsourcing business wherein most of the work is dictated and remotely monitored. 
When faced with a communication problem, adopt a fair,  two-sided approach. Both the customer and vendor companies may be responsible in a communicat ion 
breakdown. I t makes sense to discuss the problem and look for bilateral  solut ions rather than waste t ime and productiv i ty by prolonging the confusions.

A solut ion to communicat ion:  

Step 1:  Identi fy the r ight people in the hierarchy and only communicate with them. Avoid talking to people not concerned with the engagement. Cultural and social 
diversity strongly inf luence communicat ion styles and etiquettes and may create di fferences between engaging part ies across the globe. In order to avoid mistrust , both 
part ies must t ry adapt ing and generat ing a rapport . If  you have done step 1,  90 percent of your problems are solved.

Step 2:  Always use r ight documentat ion f low and templates to convey important subjects l ike goals, expectation, measurements,  etc.  Liberal ly use tables,  charts,  data 
analysis tools to proli ferate these messages, for instance, capturing minutes of  the meet ing with task name, task owner and timelines of task completion.

4. Exploit  and employ technology (VPN, infrastructu re and securi ty)  

Technology is the nerve of outsourcing. I t is the channel of communication and data transfer.  A rel iable, speedy and secure technology framework is inevi table for 
successful project execution. Vendor companies must go the extra mile in ensuring a strong and advanced art  communicat ion infrastructure. Virtual  private networks 
(VPN) must be adopted for ensuring data securi ty.  Below table l ists the technology approach suggestions based on ongoing projects.

5. Focus on deliverables  
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Outsourcing is primar ily done to:  

„X Save time 

„X Save cost 

„X Augment resources 

„X Adopt advanced technology faster  

An outsourcer ideal ly aims at  increasing his management/task bandwidth by outsourcing. That said,  i t  makes sense to focus on expectation and results rather than 
managing daily tasks or  working styles of the vendor.  Doing micro-level management from a remote distance is not called for . A solut ion to mange remotely is to appoint 
a program manager at the remote site and convey one¡¦s expectat ions to this point contact.  

In summary, working in ¡§flat¡¨  wor ld may be exci t ing,  but i t  requires the r ight approach. One may yield r ich benefi ts and focus on core competencies by outsourcing, 
keeping in mind above ment ioned factors.  
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