
 

 
  

DOCUMENT’S NAME 
 



www.tahomadevs.com 

 

 

 

A Bird's eye view on costs of outsourced software 
development 

Outsourcing is often touted as a cost reduction tool. Let’s look into the details to see if this 
is really true, and if it is, then under what circumstances. 

To put this conversation into context, I will be using costs and prices characteristic for the 
West Coast of the US (I live in a Seattle suburb, so I am familiar with the that market). 
Outsourcing costs involve considering remote workers operating on the American market 
as part of a domestic business. Freelancers can definitely be sourced cheaper, with all the 
usual business risks and expenditures of time associated with the need to directly 
negotiate with individual laborers. 

Role Cost – in-house, $ 
Based on 2015 Talent & Salary Guide by KForce 
Technology, value for large companies, 50th 
percentile for all (except lower 25th percentile for Jr. 
roles and higher 25th percentile for Sr. ones) after 
adding payroll taxes of 7.65% and medical 
insurance/benefits of $24k/yr, rounded to 0.5 

Cost – 
outsourced, 
$/hr 
Tahoma 
Devs rate 
card 

Jr. Developer $58.00/hr (94.4k/yr) $24.50 

Developer $66.50/hr (111.4k/yr) $34.00 

Sr. Developer $74.50/hr (127.5k/yr) $52.00 

Team leader $70.50/hr (119k/yr) $55.00 

Technical Project 
Manager 

$74.50/hr (127.5k/yr) $55.00 

Business analyst $60.50/hr (99k/yr) $52.00 

Quality Assurance, 
Tester 

$60.00/hr (98k/yr) $24.50 

Costs of in-house staff do not factor in search fees (2-3 months worth of salary, according 
to recruiters in Seattle), lost productivity from lead time for hiring, building a coherent 
team, the need for long term commitment to expenses when hiring a W-2 workforce and 
administrative expenses to manage it. The latter should be of particular concern to 
startups and small businesses without HR functions in-house paying HR management fees 
to outside consultants. 

This table reveals impressive results with its wide arc of cost-effectiveness. A cost 
calculation for a sample 10-month, 10-person project with an average composition of 
hours put in by various roles revealed that with an in-house team, the cost was $787K and 
with an outsourced team only $469k. This results in a savings of $318K, or 40 percent. As a 
result, the outsourced software development wins the cost-effectiveness argument.  
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