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The Widespread Outsourcing of U.S. Background Checks (and Why It Matters) 

Outsourcing components of U.S. background checks—such as data verification, 
employment/education checks, or criminal record searches—to overseas providers in countries 
like India and the Philippines is common, driven by cost savings of 60-80% compared to 
domestic operations.1 These nations dominate the business process outsourcing (BPO) sector, 
with India handling a leading share of global BPO followed by the Philippines, including 
high-volume data processing tasks relevant to background screening.  
 
U.S. employers increasingly outsource to leverage skilled, low-cost labor pools, especially for 
verifying international candidates or handling routine checks, as Indian immigrants in the U.S. 
have surged 63% since 2010, amplifying demand for cross-border screenings.2 
This matters because the fragmented regulatory environment allows outsourcing without 
stringent U.S.-specific safeguards, exposing consumer data to risks like breaches or inaccuracies. 
For instance, cultural barriers—such as officials reporting late in India or the Philippines—can 
delay verifications and reduce reliability.3  
 
Without comprehensive laws mandating the U.S.-based processing or audits, companies 
prioritize efficiency over security, potentially leading to flawed reports that harm job seekers or 
enable fraud. This also perpetuates inequities, as outsourced processes may not fully align with 
U.S. fairness standards, undermining trust in the hiring ecosystem. 

Potential Gaps in FCRA/FTC Regulatory Compliance 

The lack of integrated laws exacerbates gaps in FCRA compliance, as U.S. employers remain 
liable for violations even when outsourcing overseas, but enforcement relies on reactive 

3 https://www.screenxchange.com/blog-posts/7-cultural-barriers-in-international-background-screening 
 

2https://www.globalbackgrounds.com/insight-center-blog/2021/8/31/india-background-checks-6-things-to-k
now-before-hiring-from-india 
 

1 https://www.insigniaresource.com/research/outsourcing-to-india-statistics/ 
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FTC/CFPB actions rather than proactive, unified oversight. Common issues include failing to 
provide standalone disclosures, omitting adverse action notices, or bundling liability waivers into 
forms—mistakes that have triggered multimillion-dollar settlements. When outsourced, these 
gaps widen due to foreign providers' potential unfamiliarity with FCRA nuances, leading to 
inaccuracies in reports (e.g., mismatched criminal records from private sources) or incomplete 
data security measures. 
 
Implications include heightened litigation risk, as employers are ultimately responsible, yet 
outsourced processes without defined standards can result in "willful violations" like 
non-compliant reports.  
 
The patchwork allows inconsistencies across states, where FCRA exemptions for employment 
data in laws like Iowa's ICDPA leave oversight to federal bodies, potentially overlooking 
offshore errors. This fosters a compliance "nightmare," with fines, reputational damage, and 
barriers to fair hiring, as small procedural lapses compound into class-action suits without 
broader laws to standardize practices. 

National Security Implications 

Without comprehensive laws restricting or monitoring overseas data flows in background 
checks, outsourcing poses national security risks by exposing sensitive personally identifiable 
information (PII)—like SSNs, criminal histories, or financial data—to foreign entities, 
potentially enabling espionage or breaches.  
 
For example, DPRK-linked IT workers have infiltrated U.S. outsourcing via false identities, 
creating backdoors for cyberattacks and sanctions evasion4. In India or the Philippines, where 
BPO is prevalent, fragmented regulations heighten vulnerabilities to intellectual property theft or 
data exfiltration, especially amid global trade tensions. 
 
This reality implies broader threats: A single breach could compromise millions of Americans' 
data, aiding foreign adversaries in identity theft or targeted operations. The absence of unified 
mandates—like mandatory U.S.-only processing for sensitive sectors—leaves gaps in sanctions 
compliance and supply chain security, with many U.S. companies unprepared for such risks. 
Ultimately, this erodes national resilience, as unchecked outsourcing could facilitate covert 
access without the robust frameworks seen in cybersecurity or export controls. 
 

 
 
 

4 https://www.cnn.com/interactive/2025/08/05/world/north-korea-it-worker-scheme-vis-intl-hnk/index.html 
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Why Iowans Should Care about Background Checks 

 
These issues hit close to home: Background checks, outsourcing risks, data privacy, and FCRA 
compliance directly impact Iowa job seekers, employees, and residents whose personal 
information fuels hiring decisions. 
 
Iowa relies on federal rules like the FCRA, with limited state-level additions (ICDPA exempts 
most employment data). This patchwork leaves real, everyday risks unaddressed. Here's why 
Iowans should pay attention: 

1. Accuracy and Fairness in Job Opportunities 

Many Iowans apply for jobs where background checks are routine (e.g., in agriculture, 
manufacturing, healthcare, education, or state/local government roles). Under the FCRA, reports 
must be accurate and fair, but outsourcing verification (often to lower-cost providers in places 
like India or the Philippines) can introduce errors—such as mismatched records, outdated info, 
or cultural/language barriers in verifications. This could lead to: 

●​ Wrongful denials of employment. 
●​ Delays in hiring. 
●​ Unfair adverse actions (e.g., not getting a job due to inaccurate criminal or employment 

history). 

Iowa follows the federal 7-year lookback for most non-high-salary roles under FCRA, but 
inaccuracies from outsourced processes aren't caught as easily without stronger oversight. As a 
job applicant or employee in Iowa, you want your report to reflect reality—not errors from 
distant data handling. 

2. Privacy and Data Security Risks 

Pre-employment background checks collect sensitive personal data (SSNs, criminal history, 
employment details, sometimes financial or address info). When outsourced overseas, this data 
leaves U.S. jurisdiction, raising breach or misuse risks. While Iowa's Consumer Data Protection 
Act (ICDPA, effective 2025) gives some rights (e.g., access/delete personal data), it explicitly 
exempts employment-related data and FCRA-covered consumer reports—so it doesn't fill the 
gap for background checks.​
 
If a breach occurs (increasingly common in global data flows), Iowans could face identity theft, 
fraud, or long-term privacy harm without robust state-level protections. National security angles 
(e.g., foreign access to U.S. residents' PII) add another layer: compromised data could enable 
targeted scams or worse, affect anyone in the state. 



3. Legal Protections and Recourse Are Limited 

Iowa doesn't impose extra rules on outsourcing or international processing for background 
checks—it's mostly federal FCRA territory, enforced by the FTC/CFPB. Violations (e.g., no 
proper consent, bad disclosures, or inaccurate reports) lead to lawsuits, but: 

●​ Many go unreported or unresolved. 
●​ Employers (and ultimately job seekers) bear the fallout from non-compliance. 
●​ Rising FCRA litigation nationwide shows real costs—settlements in the millions—but 

without unified laws, gaps persist. 

Iowa has no statewide ban-the-box law for private employers. Local "ban-the-box" rules in 
places like Des Moines and Waterloo limit early criminal history questions, but they don't 
address outsourcing/privacy risks. Iowans in affected cities should be concerned because flawed 
checks could still discriminate or harm fair hiring. 

4. Broader Economic and Personal Impact 

Iowa's economy relies on fair hiring—whether in rural areas, Des Moines tech/finance jobs, or 
public sector roles. Poorly handled background checks can: 

●​ Hurt workers' ability to secure employment. 
●​ Expose employers to lawsuits. 
●​ Erode trust in the system. 

In short, Iowans' personal data and career prospects hang in the balance. Greater awareness, 
informed provider choices (including domestic, PI-led options for accuracy and security), and 
FCRA rights knowledge (request your report, dispute errors) empower change. As a licensed 
Iowa investigator, I see these risks daily—and advocate for stronger, local safeguards. 
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