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The Feasibility Study of Offshore Outsourcing in Korea Sl
Industry: Comparison between India and China case

Jin-Ho Yoo* - Yong-Min Kwon* - Yoon-Sung Yi*

B Abstract =

The plenty of successful cases of Multi-national companies has been realized benefits of offshore outsourcing in
particular “cost savings” from offshore IT outsourcing services, such as call center, software development, IT support
and maintenance etc. A few Korean companies recently started to make the feasibility study of offshore IT outsourcing
to catch up with the global trend.

The objective of this study is to present the feasibility of offshore IT outsourcing of Korean companies through
the analysis of pilot projects results between Indian and Chinese companies. The analysis include key elementsof cost,
productivity, quality, practical issues as well as Gartner's framework, “AD Sourcing Cost Model”, composed of 7 model
factors.

The findings of this study are not limited to understand offshore IT outsourcing but also provide useful guidelines
covering wide range from the theoretical framework of selecting suitable offshore partner.

Keyword : IT Qutsourcing, Offshore Qutsourcing

wojolth, 7hEY IFe AA IT ok
TE7F 2002 ¢F 1,2009 g ol A uH
AT oF 964 AF3te] 2006400 1,850

rt
_O|L

1. A

oL
o

IT A1) % Wk 4

rir

IT ob$dy Au)2s

# SK C&C / R&D Center



136

g
v

o

1294 23743tke] 2000+
} FE7F 20051390+ 1,0009
e Ao Yrkral 9l
IT o244 19629 EDS(Electronic Data
Systems)2] 22 H=Z (Ross Perot)7} A1&Hek 4
o7 d#A glom 1980dth7HA e 7] of%A
T ARI)E AEAZES QE A

T

sk Aelddrh 190l = F& A=A

A

N

ox 4 2 | 12
o,
o =l

)
He

ol

o

fr

=

2

Yo

B oa
>,

[e]
IT o} o] Ao
o 1990t ZukA] =
Zoko} 19909

Aol

A FE Aetste wEgow Welstal ok
IT oF%2A9 Delivery Model ¢ 3}l
Offshore oF9-2A1& 1990t $uk Y2K AFlS
AVZIZ v= 719 Ee] AEZHE IT A8 =8 F
TR AlZElEA BAHo R #AS EA HA
o FHIZo= 1 thido] BPO(Business Process
Outsourcing) Y150l 4 ASP £4 2 A4, A=
Ze Al 7NE, R&D, Al 24} AU
Au| 2~ Fo g Sl Tk
A Offshore oF-24S
9 dvge v=3 o
1

9] obsayel A

o

1o,

£

o= Jn
L
[T

3 P [
o AL

5 Mo
P
o
)

ELS X2

SRR Y S )
N Ao N
iz o

PO(Business Process
Outsourcing) 55 =33t i1l

B =Fo|A= 2003~2004d FoF ol W F=r
AA et AH L2AEES 423 Ao tfdt vl
Fote] ofEFg Al T E FA RS

2o A Q%9 3 Offshore o424 754
N

=

Fo 724
CHZE 2 §A/HE Au A2 2838}
ol Fa3t7] gt Onsite, Offsite,

Offshore 5] thggk Kelo] glom o]& 71efs]
Argshd vhEat 2k

State 4

State 3 Offshore

pment
centers

Onsite- (0DC)

offshore
project team

State 2

State 1 Onsite-

offsite
project team

Dedicated
offshore
facilities

Onsite
contract
work

Mu|xe| XA 3 B2}

Process &
Technology
infra. Is
common
between ODC
and client

Mgmt team

Mgmt team in onsite
in onsite Delivery
team in

offshore

Mgmt &

Delivery
team in
onsite

Delivery
team in
offsite

=5 Mulao] SEE

[32! 1] Offshore OFR2AAl b EH|

=)}
=4

lo

ol ol wpz}

rlo
ol

Offshore o}-4A)



sl ST 4F 9] Offshore oF24A 7FsA AE 137

Onsiteol A Offshore FE|Z 73}5}H ofo uwpe
a3 7R Bk 1] #x). 5, 2709
AT TG FaroA] Au|AS xﬂ.é_g}r)rﬂ_
JA 9] g olsf =7} S7kskd Offsite
Offshore2 Az} -9 ¢18L o|#AAN 7=
t}. Offshore® o] 75 = 99} o1go] IA
ol4to] HH ODC(Offshore Development Center)
Aol o] = A Atk

9 rir

—1> >i =
M2l

22 ORIl L TejAte

Offshore 22ZE0] o} 224N 435 Jras
Ad gt FAg NesHy 5 =
o] 8 a9 Aol itk

o AL F AHEGH :
oobg Ao FXA Jyol gk FA ol
(ownership transfer)o] Tz o=
ol AT = fle g Alofs)
the= 27o] Yal= AES v
& rtaE AEE R Aol Fasth
e =931 7}]):!1— =) E]]AE 37 -?_:,7_;
o Offshoreol| A AZEg01E dsl7] 284
T TS Y 2 HAE 3 50
Aolth, 53], AN Z2AE] 7
& 71 H (baseline) S %7] 38t Zlo]
Py
o YA HF:

olxl Q5 7IZF Hell 7} Hj&gle] =
T

o

e o X
e
4
%0,
rlr
20
oz
J 1
Y
mop r..;: fr

I

N
% » g
>
ot w2 ‘;ﬁ‘
(e} 3 ol
K=

e f & o

o
frtl
o,
X
o
£

Ju)
2

. o
fitl
g
oo 2
w2
oy

2
[mor
ok
o
P
o 2
o X
2
ol M2
o,

[ ]
L
Mo X
i
o
% o

o

oyl o o2
bl

o 93] AAE T AAo]
o uheh £ZEG o] A o]z Apo]
SDLO) WlelA] ohg2 WelE 248

8 =

oY o

o T

B

23 HI8BL =g 2

ok
]
u
T
>~
ol

H|- 847 & 13 Onsite FH
2, Offshore @7} 913} & o}-424 f

o e AET F Qrk

i

* Onsite 79918 H[E& Z4:
o Offshore oF2AA] e dAl 1S A
5U3 FaolA U3t Onsite 9133} 39

oA dal= Offshore olg oy FR3E 4= 9l
t}. Onsite Q1€9] A4, =5, s 9 o
T 59 H]J‘?LO] ]ELE]OV’]E 3l7] wjEol B]&
A7F Z U= Onsite T8 H&S o
Fv Zlo] nAst) 1y, HEs Y
vzm Z2AE Z8d EA7F J& F ]
o] A S Aok 3l dubAel

o
Onsite/Offshore £ <18 &2 2 : 89|t}
e Offshore 919 ©7} ¢l&}:

u]ﬁx—lﬂg ih;HﬁL 2= olq_

o Offshore o}-244 #2 .
- Z2AE 9 Offshore o}$44 FEE &

gasrs nge v 5 v

3. 2% AHY

ol=

3.1 AZEQ0] 2/F A Z71=9

5 olme] SW AR TR 2003~20044 7]
o2 US $196 billion 1o o] FollA 62%
5 SW 2 &I AH| 22 g9 &3tk T8
E g2 v =(69%) 2 9 (22.25%) o .

FRAY A5 AHoAE SW Ak SdS
8 1991358 HW, SW &% &34 A2 ¢
A 55 Algsle] SW 4k 7k 2004 &
A Q% GDP2| 382%% 2A5kA H ATk

719 0% J]QEe SW e @ e oek
AR F4 TS Sl A oE AFs
Aot o)A oz ARAQl ASARE 94

é .I-IN- rulo



138 2R3 - P

g8ata glom olE AEstd <& >3 Zrh 7149] SW Q18 &9u8|E At <i 3>
2t}
<E 1> Q= IT 7|l B 215 g
TR Y & T Y & <E3 P Fe Y 1I°I SW S|
CMMi L5 5 PCMM L5 4 1 [$ / Person-Hour]
CMM 15 67 PCMM 14 1 T Onsite Rate Offshore Rate
CMM 14 22 PCMM L3 6 71 ) 5
(Top 5) Accommodation
CMM L3 19 PCMM L2 2 ﬁ Fee
714
A2 NASSCOM, 2004 ¥ $19
M Offshore Rate
2719 $16

ZAF ddd = 971 71gel® Top 5 ¢ Wi
9 71g9e 1714, Top 20 9] 9] 719 &7
4, 1,000 olsle & ]‘?j ° 2 PRI Onsite

32 ZRAE Jje U +3 U

Rated Q1% A9 1o] sfjellA 37 dat=

ST AW mEAEL AANE AE A g © 2 Offshore Rate"ﬂ FER, w4° R 4T

oLomAE WA o w asdr) olw oAl o] F7}=2 28t} Offshore Rate 1A <18 o]
Onsite 9182 &-gato] A9} o]d) v dR= QoA g o 295 Fvtn]golth

AE FQ ?3 | <}2] SW 494 HaE e =

Fe¥skaL Offshore Q18]S &8skl 73 9 Al~

9 H2E WS e st oxaEs o

A}%%vg_ 0301__2_ /\]’%3}'?}1:}‘. ?lL:_ /\]‘ﬁ Ei;ﬂ]E 9’]’ 71':}121' SW 7HH1—Oﬂ EH_,_‘:‘ H]%—% ']-X]?')‘—E

o Ae=s Aysd <x 29 2k I, T 2 273 712 §98]E $/Person-
=

|

= L =4
<E 2> 9T AlY Z2ME e 57 20049 7], ‘“’ﬂ 5ok Sl iAo
— s e 0Aw REen] T AL 75
FErTT STed T o SW 81 wbel 0% etk
=8 7|7+ 45 14
— <E 4> 2L SW 824|(20044)
* 7% F7t
o AL B AA 9] : [$/ Person-Hour]
A5 A * 45 (DB AH) 714 TR H]-8/MM 3t i
e RN~ AEZY T4 = o
o dolg whol1eo] A g% | 88375149 $34
7 99l RG] FENEA | 6ooroudl | 87 s
PERSE = Top 5 IT <71 277147 | 51661809 | $20
oF T 43 Man-Month ) % USI$ = 11504 718
oA} 2% 4ol A8
= A ZRAEE 27] BANA =W A
33 ZaxE 7o) oiH] 21%2] §ulE A F Ids ez o
AEQTh ZRAE Avbe vlg, A, F4 Y
ol AW ZRAE S 98 A 9% A3 7hed SHeA dEskslor] dA A o]



3= ST Akl 9] Offshore oF2AaA 7VsA AE 139

Hg, Aol B2 @3S FUh

1% % o %*}'& 3\2 LHEbst
54 WY HAE 23E
= 43 A/ HEE Aol

o Qg Addo] A4 = BAloIH o T 9
Qe Qoy/AY, AR oldE L P P4
Aol ek ols) olgiol 14 A9

o fustel A5 Hg, A 2 ol o

=
& 7 slow AdHSI

o o

4. T AL

4.1 AZEQ0] 2|F HY 2Vt2e 5=

TR F30 SW AR R 20039 715 US
$6.8 hilliono. 2 Q=9 At F=Fo|H(USS 127
billion) o]}ew o] F < 10% A=7} &= 3]A}
oz 3k Aoz FAHATE S SW 7Y
o] AL g FA TR T Ul 7ol

FREAE 200095 Q1=

AR Y AAS HELJ\:sti /\]sga—}

FA17] 32 COSEP(China Offshore Software En-

gineering Project)S §3l AF-olA 719S 44}
ato] Offshore oF4/o] 7bedh SW 7|9&
Class A, B, C& T34 vihd 2/ Y3kar 9l
t}. Class A¥ Offshore Z2HAEZS 53] £33t

A, Class B Offshore Z2AEE
AR oz Fad 4 e 719+, Class C& IT
AEFS $ET F A& 719TEE grjsinh

30l SW 71 & CMM 14 °)¢
5 45 719e 6/E F4€h d
Aol 45%017d-S A
< Top 10 719¢] A%+
2”4 oF 80007H9] %‘%

o
5
)

—
S o
iJ
2
£

12
—
(e

(=}
[e)
tu
o
F o7
ol
ol

fl

w
N
ofy
2
o
o
o
r-\o
Ay
%E
od
=
1o
1o
b

=
e

r

ox X W

S
mlnoﬁ
kI

o K

=

rlo
o yo

N g S
HJo W

=

& n

o

o N
=2
2
S
o
o

o
I
=

(T~

T o
t
R

o o
(m e E

ofi o

3u!

1o

1

B

b ot @ do fo o
po M
i
2
o
£
~
o
o Moo X

fo o o
oy g I 3o

2
-
2 3
~ ol
et
o
-
o,
Y
)
ol
rlr

o

Hl

L »n
o o
Ny
o
(]

-

n =
-

e
™~
of
H
2
R

r

S
Do
rL
N,
HN
Do

o
od
o

o%
K3

S

ofoll FApeha glom Wl 5

rlj
o
o

o,
2
5
r o
)
o
ofje
o
1,
=
¥0
=
o2

42 TZ2HE J|

FO
a
4>
gg
o
T

o A ZRAEC] A5, Offshore %S &
&ate] 7d 9 A2E HAE dARE SR8
ofaL 4/‘}/\55’* T3 QA He] 2A5s &85t
ol g AMEtIL AEER deolR A4dEt
AR ZeAEC] e s Aushd <Gk

2

2
K ¢

¢

oy ofy A

=
th

a1l
V
o

<H 5> 3= A Z2HE JiQ

oy
Mz
=
o

[kl
!
-
m
o

2 | <>
2
N
=)

7 W9 At #e), 2= #AY 59 7% 7
93 W9 | FE~HzE A
915 A | COSEP Class A 3% IT A
9]% % | 35 Man-Month
AL 2% | Tl ALE




140 Rz -

<E 6> =2 F2 A9 Sw 2|

9 [$ / Person-Hour]

T & Onsite Rate Offshore Rate
714 (1,000+) | Accommodation $15
719 (100+) Fee $135
2714 Offshore Rate $12
A g AlE Q= Atk FdE 97l 71
ol FHY FE VIFoE 10008 o] 7]
%, 1,000% ol3l F71%, 1007 olsh= A7|Ho =
FEAAT, FHE ARse el $9 71 40
~50% A=) 7]%l0] 34 olaels] HEe] Q1w

F3 A ZRAEE X7 Y A
13 o

gyl 50209 eulg ARE 5 ol Aew
o= At Tj—? AH = o= Aldel EAEA

a9l 59 ke us

5. A&=/T= Al Hlaw

o

olz/E= At Hlm 2

71de] efEgAold M oA
& v Sl aatdor AAsl] 7] Y8l
aEsoF & 2uS 771 9] 22l (Model Factor)
o7 BHate] <FE 7>3 o] AA L}

Gartner+

<3 7> AD Sourcing Cost Model Structure

T A 2.21(Model Factors)
Project e AD Project Phases Factor
Sourcing e Efforts in a Phase Factor
Cost e Billing Rates Factor
Factors o Additional Project Costs Factor

e Effectiveness Factor
Project o Technology Expertise
Sourcing o Project Mgmt. Expertise
Cost o Biz. Domain Expertise
Adjustment | ® Communication Factor
Factors e External or Market Adjustment
Factor
A @9l(Model Factors)®] A9+ vhg <&

8>3 4],

<3 8> Model Factors

Model Factors A ¢

AD Project 9 HY

Phases Factor o) AA, 78 A

WA ) g vl

Efforts in a o) 2784 10~15%

Phase Factor “ 74] 20~25%

T & 20~30% 5
[e]

- Eololdy
Billing Rates Factor %nilte vs. Offshore F5<15

Additional Project
Costs Factor s

Effectiveness Factor | 915 <189] 71 S&(HAHA)

Communication IRAE FIPA] oA A F 9] 9
Factor

External or Market
Adjustment Factor 9 Walals A =




gk ST AFY 9] Offshore b4 7Hsd AHE 141

5104 AAE B
Aol N o2y AtElE Hla/Age] sk
9>s} #o] Aeld = 3tk

<E 9> 2E HNEES St =/E= Al Hln

r

Model Factors 9l & =
9] W9 AA~HZE | FE~HEE

o o8 vg Onsite 20%
(Onsite/Offshore) | Offshore 80%

=Wl tin] 7% | = TRl 79%

Offshore 100%

e A A
() A& 4% | ATE 13%7
AT 9 o o]
H]-§- W3} 5.4% =7} 14.8% A7+

A= Abdls do] Ak oS S5
&l Onsite $18S 20%4 = FYao] vlg =w
oA S7F Qo] Aut &5 W7t T Abl
Hoh 7] wiEe] of
Ttk dAASL W

f= 94 AAoR Hlgo

% r
(B
o b
)\
he)
o
>
i
0,

6. Offshore oFAA2] &3}
6.1 ZLHZIE SHeUA S&

=] &3k Offshoring @ afLPAES o

A9l TCSSF Satyam]
#3S Aelstd <& 10> 2k

> R
)
ro
3

<E 10> 2UHEIE oA HE

T TCS Satyam
Consuli AR AAGF e-SCM, CMM,
onsuing #d A4E ITIL 71438

FUAE =d | edd EAL
AD/AM 71999 AD/AM IZAE
. EAtolE .
Partnership o} )\iL Lﬂ L R I

I gJol| Infosys7F =Wl 5871 oz 2~
379 ZRAEZS £8P Patni7} Met Lifed]
AR Al 2Rl 5

HZol= 1= IT 7199 F8 Arj= F
9l Embedded SW #-ofZ U] Al &S
}iL 9lth. Embedded SWo 4%, = <l
wol B8t grbrt ol S A ¥
Offshore oF47d 9] F8 Fop/l 2 7ksAd ol

& Ao Wy,

}

ol

gy oo o O

[0

LR
2o
=
il

ol

6.2 Offshore OFAAlSl 2L &1}

o] W w7tR 9 Offshore oF-aAo]l o
el A oy 22 F8 32948 dE §
Ak
o H] A7l TUT AF EE AHEE ATE

A G s BE U Be ol&s FEY

T 3L benefits 127 sharing® = St} 7l

= 7|95 Offshore of-47do] 285 <l

A 19 d S8AES] H§S Aze & Aok

= A7 At Q=S 2 Ads w7kt v

o 5o Az7|Ye W A Hol2 MA



142 $25 -
NYPES Yuky o 30~40%2] Bl EELE A
datal e o= YERITHSL

o F4g Zsf: =l A€ N EHNE T A
o] ZpEg Ao Z FA g oF s FokE F
Apste] 7149 AAHE s 4 ok

o Mt ALY 718 E 3 el ele]l ODC(Offshore
Development Center)& %43 4 dx]<9] A

Tt ARI718 23] AVssih

>
rhu
2
W o

¥ m
olr

Mo Jo [
HA D S {
2Lk oox o
> A

w2 g o
o
[

§ fr r_gu

off YE -

oy

o=

_O‘L

i 2

R=3

ofo

:i

o

ri

oX,

o

7

o>

o T

)

Zi% ;"Jé‘}ﬁiﬂr }341—4 3=
AWk oF 15% 2] Hl&
Atk =sk T
[0kl <% 11>

> 2 o
)

>,

O o oY
[&l
fru
2
Il
>
>
e
il
o
Ak
~~
-11—\-‘

m

<E 11> QT/E= Al ZZNE Zn H|w

T Q= & =
o 54% 14.8%
© H|& >3} A7 M=
A =A< Tl Al
C e 5% T 9% T
- U AA b Ul A v
N Age 4%1 | AT 13%1
Ag 7ksg | dAAA A 98 N EE

Hl-E Sy A QI we
ol <X 12>olA9} 7Elo1 7|5Ae]l w7l 2o
7F A7) vtk

YA} AR b Z‘ﬁoﬂxm i}O]—‘g Com-
munication e xpol7t Fo Yo w mhoty
T} Qe ERAEE ofojg _4/\}4_0% S0}

_HJ
o,
ju
=)
lo
_>‘,1_11
o
il
o
ro

F3 ZRAEY FSle FF QA el @2
FAL 7Psd QA g 3
SIARLES Sk

<E 12> o, &2 2 SW 4| |
¢ 1 [$/ Person-Hour]

T = Aq = T = s
714 $25 $15
714 $19 $135 $27
2719 $16 $12

AEAORE E/Fxe] Al Z2AE
6H Offshore oF%-ZAolA 2AlAE HFH e
= Flstlon o2 Qlsto] ofZ¢
R FART SHAA JERU= F5o] of
A2 frefsirta doe 3

)
2 A TJ‘U} %xﬁii <7+

= A 2] W, we fus) 2 _ﬁ_;xﬂ;
Sl 9] Aol €7sole) i, A, By
ool

[1] AS7t “Global Outsourcing®] 4k} 883 A
W PR AA AT 2, World Report, #1107



k= ST AF3 9] Offshore oF

227 7 HE 143

[2] Giuseppe De Filippo, Jun Hou, and Christo-
pher Ip, “Can China compete in IT services?,”
The McKinsey Quarterly, No.1, 2005.

[3] Indian IT Industry : Learning from China,
NASSCOM India, 2002.

[4] Joseph Feiman, Audrey L. Apfel, “Application
Development Sourcing Cost Model,” Gartner
Research, 29 December 2003.

[5] NASSCOM &#°]A], wuwnasscom.org, 2004.

[6] Offshore Outsourcing : Part I - State of the
Industry, Research Report, Sourcing Inte-
rests Group, 2003.

[7] Strategic Review 2004 : The IT Industry in
India, NASSCOM India, 2004.

[8] Vivek Agrawal and Diana Farrell, “Who wins
in offshoring,” The McKinsey Quarterly, Spe-
cial Edition : Global directions, 2003.



144

4 X Xt A& O 4

al

r

& (jhyoo@skec.com)
K

SK C&C R&D A d7002 A% Foln, ethsia 24
sh 8L A4 918 ASea FATRUANA AYT A 91

6]—9}12]- F8 FAFok= Offshore oF47, IT 7| Ed= B4

A
6_}-

W2 AN ol et 0

rH
00

8l (ymkwon@skcc.com)
SK C&C R&D AE 71ex=gE oz )7 Foln, AA|thetw 3}
72 EQaT FaFRelN 298 A4 selE A
o u,_C’HZ— Business Development, Real-Time Enterprise, Offshore
4, CBD @ £74 243 W Solth

O, N Lot ot
%gﬁé

l‘>
>

°

M (ysyi@skee.com)

SK C&C #AXE B3 3 R&D AEAC g A2 Folu, ALt
s %‘%]‘6}—’ -‘*’“ﬂ]‘%"]ﬂkﬂ/ﬂ A g HQs MAt gt
FA5sdth. T8 TAHEk= IT A 714", Enterprise/Business
lution, 2ZE9o] o}7|El, Az E ] ik /F 4, Offshore o}

Solth.

mlm ]:4 ) r:|0

P & do o pot

o



