Beyond Borders:
How Australian businesses use
offshore outsourcing to fuel growth

Introduction
The pressure on Australian businesses for improved performance is
unrelenting. However, it is increasingly challenging for businesses – whatever
their size – to stay competitive in today’s rapidly changing global economy by
relying solely on their own resources. Offshore outsourcing of business and
increasingly, knowledge processes is a necessary response.
But is the way in which Australian businesses approach offshore outsourcing
changing? What is the impact of offshore outsourcing on their onshore
business? And can we expect the demand for offshore services to continue
to grow?
Drawing on recent survey findings from businesses together with industry
studies, this report aims to provide an in-depth review of drivers and trends
in the offshore outsourcing market.

The Bottom Line
Offshore outsourcing is generating onshore jobs, not stripping them away:
Around 80% of enterprises have retained or
increased staff numbers in their onshore business
Increases are at an average rate of 200%

Offshore outsourcing is seen a strategic business tool, not just for cost saving:
More than 64% of firms choose to use more affordable staff
from overseas in order to expand their overall team
Firms desire specialist knowledge, improved focus
on their core business and extended global reach
Offshore outsourcing is fuelling business growth for SMEs and leading them to
invest more in their onshore and offshore teams
Three-quarters of firms report positive results
These firms have already boosted their offshore solution
by an average of 328% in their full-time equivalent (FTE)
headcount
60% of firms predict an increase in their current FTE over
the next 12 months.
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The Who, What and When
This report is based on primary and secondary data from a variety of
sources. Predominantly it draws on the results of MicroSourcing’s survey
on offshore outsourcing conducted with clients in September 2013.
Fifty-two businesses from five regions were questioned about the use
of offshore outsourcing in their businesses, their reasons for offshore
outsourcing, their offshore outsourcing experiences, future growth
plans, and other offshore outsourcing related topics. The respondents
completed one uniform online questionnaire, developed with input from
executives and top managers.

Respondent Profile
The majority of respondent firms were based in Australia (65%), with the
remaining in the United States (23%), United Kingdom (6%), Canada (4%),
and Singapore (2%).
In terms of size and industry, the respondent firm sizes were
predominantly small (1-20 employees, 44%) and medium (21-200
employees, 41%). Large companies (more than 201 employees)
comprised 15%.
Respondents represent a broad range of industries, including IT services,
Internet, retail, financial services, HR and recruitment, and more.

And that’s not all
This report also includes findings from secondary sources including
analyst reports, white papers, government reports, and popular business
press in Australia and the rest of the world.
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Offshore Outsourcing:

The Big Picture
Offshore outsourcing has taken a new direction. Following hot on the heels of
the success of Business Process Outsourcing (BPO) and the improvement in
offshore providers’ offerings, companies are now outsourcing core processes
that require higher specialised skills in a phenomenon known as Knowledge
Process Outsourcing (KPO).
In the traditional BPO model, outsourcing core processes requiring competitive
knowledge was considered somewhat risky. Today, however, companies are
confidently outsourcing human resources, accounting and payroll, marketing,
creative services, web development and many more ‘knowledge processes’ to
offshore partners, indicating a decisive shift in opinion.
KPO opens the door to a talented pool of resources with advanced analytical and
technical knowledge as well as a high degree of specialist expertise – resources
that Australian enterprises especially may not be able to access or afford closer
to home.
This goes some way to explain why KPO is not the exclusive domain of larger
organisations, but is embraced by businesses of all sizes, from enterprises with
just ten employees to blue-chip firms.
Offshore outsourcing of both business processes and knowledge is on the rise.
Gartner reports that the outsourcing of business services to other countries
shows no signs of abating, with Australia amongst the larger economies that will
see the most growth.
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Detailed Survey Findings
Strategic Cost Saving

64%
of firms want
to expand their
overall team

The need for businesses to operate more efficiently and
cost-effectively remains the number one driving force
behind offshore outsourcing. This is in line with our 2012
findings and similar studies around the world, which
suggest that this is not unique to Australia. And given that
competition both within Australia and globally continues
to rise, this is no surprise.
Offshore outsourcing is just one way that firms are looking
for longer-term cost reductions to stay competitive , and
it is not entered into lightly. Rather, 64% of respondents
said their initial decision to use more affordable staff from
overseas was based on a desire to expand their overall
team. This is supported by the findings highlighting the
positive impact on the onshore business (see page 8).

Flexible Teams at the Ready

More than 64% of firms
want to expand their
overall team.
Traditionally, the main focus driving offshore
outsourcing amongst Australian businesses
has been driving cost efficiencies. And while
this remains an important factor, the research
indicates that for many firms, it is not a simple
case of cutting costs.
Almost two-thirds of respondents said their
initial decision to use more affordable staff from
overseas was based on a desire to expand their
overall team. In addition, a considerable number
of firms cited their main drivers as improving
focus on their core business, access to specific
knowledge and tools, and extended global reach.
This supports recent predictions by Deloitte
that it’s the measures of service rather than
cost savings that will be the focus for buyers of
outsourcing over the next 12 months.
2

Second only to cost savings is the operational
flexibility that offshore outsourcing providers, such as
MicroSourcing, offer to clients. Businesses of all sizes are
able to customise their offshore operations according to
what they need – whether that’s one or many business
processes, on a continuous or project basis.

Improved Focus on Core Business
With services and assets being handled by an offshore
outsourcing partner, firms can concentrate on doing
what they do best. Plus, they enjoy direct savings by
using offshore talent for functions that can help their
business grow, such as sales and marketing. One client
commented: “It has allowed us to put more money into
IT and business development.” Another said: “For an
affordable cost outsourcing has allowed me to increase
from a one man business to provide me with the time and
breathing space to work on business development.”

Access to Knowledge and Skills
Firms want to draw on an additional, highly skilled talent
pool to improve business performance – in other words,
to obtain skills they otherwise cannot find or afford closer
to home. This is evidence of the growing trend towards
KPO amongst Australian businesses.

http://www.supplymanagement.com/news/2014/service-rather-than-savings-willbe-aim-for-outsourcing-in-2014

Sources include the EY 2013 Outsourcing in Europe report.
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The Business Services Sector, Reserve Bank of Australia Bulletin – March Quarter 2013
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It’s no secret that skill shortages in Australia have encouraged
some firms to establish operations offshore where certain
engineering and information technology skills are more
abundant. But it also comes back to the desire to improve
focus on their core business. In order to do what they do
best, businesses don’t need to hire resources outside of
their core business competencies. Instead they can draw on
an offshore outsourcing partner. For example, many SMEs
are outsourcing Internet-related services to the Philippines
where they can access a talent pool of extremely websavvy experts.

Extending Global Reach
Operating out of other countries also enables clients to
extend their company footprint outside of the local market.
The Philippines has long overtaken India as the most
popular nation for Australian companies to outsource call
centres and back office processing. Australian businesses
recognise the benefits that Asian integration and cultural
enhancement can bring to their firm – not to mention the
ability to create a regional hub and time zone flexibility.

Insight:
Successful outsourcing begins with an understanding of your
business’s core identity and competencies. If you understand
your unique competitive advantage, you can look at what
work you’re doing that others could perform better and
more cost-effectively. By avoiding spending resources on
non-core competencies, you will not only operate more
efficiently, but you can be confident that these business
processes are in expert hands.

The Business Services Sector, Reserve Bank of Australia Bulletin – March Quarter 2013
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Philippines Overtaking India as Call Centre Capital, AFR, 27 July 2011
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http://www.afr.com/p/philippines_overtaking_india_as_vCVUZJQVrrjVWPAwFW5iON
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Professionalism is non-negotiable
in an offshore outsourcing provider
“We set out to find good
people, even if we had to
pay a small premium. This
undoubtedly de-risked
the venture for us making
it a positive experience.”
– Business Owner

Traditionally organisations have looked to their internal operations as a source of
competitive advantage. Today offshore outsourcing opens up a whole world of new
sources of competitive advantage – provided you choose the right partner.
The reasons behind a firm’s choice of offshore outsourcing provider are particularly
pertinent given their desire to access certain knowledge. The better the match, the
better a firm can fill its skills gaps and improve its business performance.
The choice of provider also has a huge role to play in reducing the perceived risks
of outsourcing, such as loss of control and impact on quality. As one respondent
commented: “We set out to find good people, even if we had to pay a small premium.
This undoubtedly de-risked the venture for us making it a positive experience.”
The survey highlighted five top reasons behind the respondents choice of provider:
1. Professionalism
First and foremost, the provider’s professional attitude gives businesses more
confidence when embarking on offshore outsourcing.
2. Services Offered
A range of services packaged to meet the firm’s business goals and needs gives the
flexibility and transparency they need in their offshore operations.
3. Referral
Referrals from existing clients attest to a provider’s positive delivery performance.
4. Quality of Facilities
Firms look for a quality of facilities that mirror global corporate standards, and their
own standards.
5. Competitive Value
Strong perceived value is important in the overall package, especially as cost savings
are the number one driver.

Insight:
Your offshore outsourcing partner should be just that – a partner. While it is
obviously critical to build a sound understanding of the specific functions the
outsourcer will inherit, ultimately what makes the partnership successful are the
team and processes the outsourcer will dedicate to your company. Is there a good
cultural fit with your organisation? Can they demonstrate commitment to strong
relationship management with clients, including trust, proactive communication
and effective issues resolution? These are the factors that will make or break your
offshore outsourcing experience.
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Meanwhile, back onshore…
About 80% of businesses have retained or increased
staff numbers, with an average increase of 200%
Contrary to popular opinion, the findings suggest that offshore
staffing is supporting local employment in Australian businesses,
rather than undermining it.

80%

of businesses have
retained or increased
staff numbers

An overwhelming majority (around 80%) of firms have retained
or increased the number of onshore employees as a result of
offshore outsourcing.
Of these, 45% of respondents have increased their local workforce
– up from 43% in our 2012 survey. More interesting still, the
average increase in staff is at an astonishing rate of around 200%.

Insight:
In many cases, the newly attracted staff onshore will have a specialised skill set to fit the firm’s core business.
In the case of KPO, in particular, this means the firm benefits from a talented team overseas and at home,
working together to drive better business performance and to set the business apart in the market.

Case Study: Team Spirit
Online marketing analytics business CR Digital (crdigital.com.au) knows
exactly what it means to have an onshore and offshore team working as
one. The company, which provides pricing and marketing observations and
analytics for retailers and brand managers, has been using MicroSourcing
for almost six years. Starting with just one full-time staff member in
Manila, today it employs 20 staff via MicroSourcing who work alongside its
expanding Sydney team.
Stuart Wood, General Manager of CR Digital, says the model has enabled
the company to focus on its core business and employ more staff in its
Sydney office: “Despite working in different countries, we’re all part of the
same team, talking almost every hour. With the growth in cloud-based
systems and such as Dropbox and Skype, working together is very straightforward and efficient.”

“The MicroSourcing model
is now a critical part of our
business; the flexibility in
terms of working hours,
opportunity to scale as new
business comes in the door,
and ease of communicating
with staff is essential for our
business growth.”
– Stuart Wood

CR Digital’s MicroSourcing team conduct the administrative and research
support for the business. Just like any new employees joining the business,
staff are formally trained and the senior team regularly visit its Manilabased team members.
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Three-quarters of firms
report positive results

8%

When it comes to offshore outsourcing, the numbers
don’t lie. A vast majority of firms (74%) claimed that
12%
offshore outsourcing has had a positive impact on
their business performance. Conversely, only 8% said
it has had a negative effect, while 12% were neutral
and the remaining 6% said it was too early to tell.
The measures of success varied from firm to firm,
including but not limited to:

6%

74%

of businesses have
retained or increased
staff numbers

Reduced operating costs and overheads
Productivity and process improvement
Improved quality
Enhanced service delivery
Improved focus on core capabilities
Improved relationships with customers and suppliers.

Case Study: Small business, big results
Renovator Store founder and MD, Scott Pendlebury, talks constantly to
his web developer Gino, and customer service manager Charlotte. There’s
nothing unusual about a boss communicating with his staff, but in this case
Pendlebury is based at Renovator Store’s headquarters in Laverton, Victoria,
and Gino and Charlotte work in Manila.
Scott Pendlebury is part of a new wave of small business owners utilising
more affordable talent from overseas for certain jobs whether it’s back
office or creative services. Gino and Charlotte save Pendlebury about 70% of
the cost of employing the equivalent people in Australia. With those savings
he puts more money into sales and promotion to grow the business.

“I have Gino and Charlotte
on Skype all day and talk to
them constantly. In fact, it
is easier than if they were
in the office next door.”
– Scott Pendlebury

Gino was one of Pendelbury’s first employees helping to set up his
website when the company, which is an online store offering thousands of
household renovation products, launched in January 2013. Charlotte joined
a few months later. The company is now a multi-million-dollar business
employing many more Australian based staff at the head office in Laverton.
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Firms seeing positive results are
boosting their offshore outsourcing
Outcomes are everything for companies today. It should come as no surprise, then, that those firms who
experienced a positive impact on their business have already invested more in their offshore outsourcing
solution. In fact, they demonstrated an average growth rate of 328% in the full-time equivalent (FTE) headcount
within MicroSourcing.
In addition, 60% of respondents predicted an increase in their current FTE over the next 12 months. Of these,
77% cited the positive impact that offshore outsourcing has had on their business.

Concluding Remarks:
While offshore outsourcing has traditionally been the domain of large multinational companies, our
report highlights that size is not a barrier for Australian firms who want to drive competitive advantage.
Our findings show that the vast majority of Australian SMEs currently using offshore outsourcing
services are enjoying the advantages it brings – particularly in terms of staff knowledge and expertise.
It is fuelling their business growth and leading them to invest more in both their onshore and offshore
teams. But BPO and KPO remain a widely untapped resource for SMEs who are yet to recognise that
offshore outsourcing is not only a viable business strategy, it is imperative to achieve business growth in
a highly competitive and globalised market.

About MicroSourcing
MicroSourcing specialises in setting up, hosting, and managing offshore operations in the Philippines on behalf of
clients from all over the world. By offshoring their workflow processes, clients reduce their costs, increase their
operational flexibility, and expand their global reach. MicroSourcing’s service delivery models are tailor-made to
service any type of organisation, from small and medium-sized businesses to large corporations.
In February 2014, MicroSourcing joined the Salmat group of companies. Salmat is a leader in the provision of
integrated multi-channel customer engagement solutions for Australia and New Zealand’s most trusted brands.
Every year, Salmat manages more than 6.6 billion multi-channel interactions on behalf of its clients, helping then
generate revenue, exit cost and improve the customer experience to ensure growth and competitive sustainability.

