Outsourcing: A discussion of the
pros and cons

Introduction

Outsourcing of Informatics services can be referred to in many ways today:
some call it Facilities Management (FM), or Application Service Providers
(ASP), Web Hosting services, extended System Integration Services, but
most commonly it is referred to by the “catch-all” name of “Outsourcing”.

In the broadest sense, it describes the action of passing computer operating
and sometimes development/maintenance responsibility to an outside firm
who specializes in providing that service, for money, and is prepared to
deliver to a Service Level based contract. A Service Level based contract
defines the measurement of the required service levels (reliability,
expandability, responsiveness, security, etc.) rather than just defining the
basis for pricing the service to be delivered. Corporations choose
outsourcing today for a number of reasons, but an abiding one is that it frees
up management resources for the primary function and focus of the
organization. Other reasons will be described a bit later.

We continue to see more and more outsourcing deals being made, and are
now occasionally encountering outsourcing requirements at the local
government level (City/County), hence this “topic” presentation. We
encourage interested readers to pass their reactions and opinions to this
article back to us.

What is Outsourcing?

Outsourcing actually began and was quite pervasive in the early days of
mainframe computing (1970-1985), when computers cost millions of dollars
and needed very expensive power and environmental controls to run. Time
sharing, introduced in the 70s, allowed customers to remotely access large
shared mainframe computers over phone lines using card readers, printers
and teletype-like screens. By paying for metered utilization, it made
computing more widely available, instead of just being restricted to the
largest corporations and government agencies. However, the availability first
of mini-computers and soon after of PCs and networks pretty much closed
down all of the time-sharing service bureaus by the end of the 80s. PCs did
more, cost a lot less and did not keep costing by hour of usage either.

Outsourcing resurrected again in the mid to late 90s; most outsourcing then
involved selling off the corporation or government's computer facility /
facilities along with associated operational and sometimes development/
maintenance staff to the Outsourcer under a typically 10 year duration
contract. That appeared to accomplish a number of things:

e |t passed the responsibility for the legacy (usually mainframe-based)
applications and the related staff to the outsourcer, to manage a
transition over time to a newer set of systems and architecture;
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