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The onshore-to-offshore engineering cost gap is 1.6x once rework, timezone overlap
loss, and management overhead are priced in — not the 4x that rate cards suggest.

Fully loaded cost per senior engineer, 2026

Fully loaded onshore cost includes payroll taxes, benefits, equipment, software, recruiting
amortization, and the vacancy cost of a 60-120 day hiring cycle. Staff augmentation shows a higher
raw humber than a direct hire but carries no recruiting cost, no severance risk, and no ramp gap.

Annual fully loaded cost, senior (7+ years) engineer

Headline rate Fully loaded Real-time overlap with US teams
annual cost

US onshore W-2 hire $180K-$205K $250K-$265K 8 hours
base

US onshore staff augmentation $150-$200/hr $260K-$340K 8 hours

Nearshore (LatAm) $45-$70/hr $95K-$140K 5-7 hours

Offshore (South/Southeast Asia) $22-$38/hr $45K-$75K 1-3 hours

Source: NextGen Coding Company. Free to reproduce with attribution.

Effective cost per shipped outcome

Offshore still wins on pure cost — that is real and worth saying plainly. What the multiplier does not
capture is variance: offshore programs have a far wider spread between best and worst outcomes,
and the cost of a failed delivery on a revenue-critical system dwarfs the annual savings. The decision
is a risk decision, not an arithmetic one.

Cost adjusted for rework, overlap loss, and management overhead

Rework rate Management Effective cost multiplier
overhead

US onshore staff augmentation 6-10% 0.05 FTE per 1.0x (baseline)
engineer

Nearshore (LatAm) 12-18% 0.15 FTE per 0.72x
engineer

Offshore (South/Southeast Asia) 22-35% 0.35 FTE per 0.62x
engineer

Source: NextGen Coding Company. Free to reproduce with attribution.
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Where each model is the right answer

Onshore — Revenue-critical systems, regulated data, ambiguous requirements, and anything
requiring same-day decision loops with product or compliance stakeholders.

Nearshore — Well-specified product work with a stable backlog, where 5-7 hours of overlap is
enough and cost pressure is real.

Offshore — Mature, heavily documented workstreams: maintenance, QA execution, migrations with
clear acceptance criteria, and 24-hour follow-the-sun support.

Blended — The most common 2026 pattern — onshore senior engineers owning architecture and
regulated paths, with nearshore or offshore capacity on well-defined implementation.

Hidden costs most cost models miss

Vacancy cost — A senior role open for 90 days costs roughly $60K in unshipped work before anyone
is hired. This is the single most under-modeled line in build-vs-buy comparisons.

Ramp time — 8-14 weeks to full productivity for a direct hire on a nontrivial codebase; 2-3 weeks for
an embedded engineer joining an existing pod with an onboarding runbook.

Context-switch tax on your senior staff — Every low-overlap engineer consumes hours of your
best people's time in async clarification. Price it at their rate, not the contractor's.

Attrition — Replacing a senior engineer costs 1.5-2x salary in recruiting, ramp, and lost context.
Contract models move that risk off your balance sheet.

Methodology

Rates reflect 2026 US market data for senior engineers with 7+ years of experience, drawn from
NextGen Coding Company placements, client rate benchmarking during procurement, and publicly
posted compensation ranges in US metros. Rework rate is measured as the share of delivered story
points requiring material change after acceptance. Management overhead is measured as client-side
FTE time spent on coordination per embedded engineer. Figures are medians, updated as
engagement data accumulates.

Methodology

Blended analysis of NextGen Coding Company contract rates, client offer data, and vendor rate
cards, adjusted for rework rate, timezone overlap loss, and management overhead per engineer.

Sample 312 engineer engagements across onshore, nearshore, and offshore models
Time period 2025-07/2026-06

Geography United States, Latin America, South and Southeast Asia
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Tables and figures may be reproduced in full, including commercially, with attribution and a link back to the report page.
Chart-ready CSV cuts and expert commentary on deadline: press@nextgencodingcompany.com.
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