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Outsourcing Operations
Introduction
Outsourcing is one of the commonly used practices that are used by diverse multinational corporations to lessen costs by shifting certain shares of work to outside suppliers instead of completing the tasks internally. To outsource, a company has to have an understanding of the business’ core identity and understand the unique competitive advantage that the company has and the position of the company on the job that others would perform better (Wang, & Yang, 2007). For Microsoft Company, its key competencies include designing, developing and marketing of products. Therefore, the company can outsource the non-core competencies to other countries and companies to operate effectively. Since Microsoft is a technological company, it could be advantageous for the company to outsource some of the work to companies in countries such as China, India, and France. Moreover, it will need to consider if it is outsourcing on-shore or out-shore.
Economic and Financial Risks Analysis
Microsoft Company would outsource work to save on costs and when using offshore outsourcing, the company can save up to 40% (Weidenbaum, 2005). China has grown significantly and has become one of the new emerging markets with constant growth in technology and availability of cheap labor since the country is highly populated. With growth in technology in the country, the company will be able to be productive since the technology in the country will be up to standard to meet the objectives and goals of the country. Moreover, the financial systems in China have become more favorable for foreign companies in terms of saving costs on labor and material since the company will be able to save up to 45%. In the Indian market, the company will be able to save around 11 billion dollars which are about 40% in terms of labor costs, IT development time, upkeep costs and the timeframe of production processes (Weidenbaum, 2005). Moreover, the company will also reduce the costs of research and development. Outsourcing the work of France may not be as productive as it would be when considering India and China since the labor cost in France is high even though the country has a sound financial system and technology is standard
However, outsourcing has various risks and disadvantages related to costs since Microsoft Company will not have full control over the delivery time of a task. Moreover, there are hidden costs that can accrue to the company especially due to high rates of turnover that decrease productivity, loss of business knowledge that puts the company at risk of losing their patent rights. Moreover, the process of selecting a company and country to outsource work to is time-consuming and becomes expensive as compared to when the company did the work.
Social and Cultural Risks
Cultural differences that include differences in religion, beliefs, and mode of dressing, social activities and the mode of communication have a major effect on the performance of the outsourced country. Language becomes a huge challenge to the company since they have to select a country that they have English speaking employees. France and China are more advanced in terms of language since they have diversified and incorporate English as their language.  Microsoft Company can utilize the opportunity of having cultural education programs that will make it easy to integrate the differences in culture and social practices (Pfannenstein, & Tsai, 2004). For India, it is strict on cultural beliefs and codes making it difficult for the company to use the programs in some areas. However, for China and France, they are not very strict on cultures of individuals, therefore, making it easy for Microsoft Company to work in both France and China in terms of culture and social beliefs. 
Political and Legal Risks
The legal environment in each country is different and the regulative processes that involve the setting of rules, monitoring, and sanctioning activities become different in each state. Therefore, Microsoft Company needs to consider the best environment that allows for the flow of information and resources to the company they choose to outsource to. The company will need to be compliant with the industry-specific requirements and also consider the trade barriers that the specific country has put in place. The legal documentation, policies, systems and procedures of establishing a relationship between the company and the company being outsourced to become challenging especially in countries that don't encourage foreign trade (Tafti, 2005). For the three countries that Microsoft Company can outsource to all since they do not have trade barriers to international trade. However, China does not have very strict rules compared to the other countries on the establishment of foreign companies. The number of days it takes to acquire the legal documentation in China is less compared to other countries.
Risk Management Techniques
[bookmark: _GoBack]Microsoft Company will be faced with many risks in the process of outsourcing and will require strategies for mitigating the risks to increase productivity and profitability. For cultural and language barrier risks, the company will be required to send in-house workers to the outsourced company more often than is required for the first few years to bring about face-to-face interactions with the employees which irons out any misunderstanding and differences in interpretation of facts (Ramasamy, & Yeung, 2010). Moreover, it will also be a training ground for the employees on the core values of the company. Moreover, the company will need to provide well-defined internal software for the company it chooses to outsource to since it will increase the efficiency of projects in the country which will increase productivity and profitability. Proper management of the contract between Microsoft Company and the chosen company will be necessary to ensure that resources are well distributed and decrease the hidden overheads that might arise in the process of outsourcing.
Conclusion
Outsourcing work to oversee companies is very important since it reduces the costs of managing the company in a foreign state. Therefore, it is necessary for Microsoft Company to consider both the advantages and disadvantageous of outsourcing especially to countries of different cultural, economic and political backgrounds. Comparing the three countries that the company can outsource work to China will be the best country since it has a wide population and has a large class of emerging markets, therefore; there are more customers in China for the products and services of Microsoft. Moreover, in terms of labor, the country has cheap labor which will reduce the costs of production of the company. The laws and regulations governing foreign investments in China are not strict since the country has removed trade barriers and allowed integration. However, it is important for the company to consider the risks of outsourcing work to this country to ensure the benefits surpass the disadvantages. 
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