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Aussie SMEs use offshore staffing to go for growth

New survey results show that Australian SMEs are far more likely to use offshore staffing as a tool

to grow their business, improve productivity and expand into Asia than as a way to cut jobs.

MicroSourcing’s recent survey of its Australian small business clients found that — contrary to
popular opinion— offshore staffing supports employment growth in SMEs.

Reasons for offshore staffing

B 69% of Aussie SMEs using offshore staff said their
main motivation was to expand their team.

B 80% of Aussie SMEs have maintained the size of
their Australian workforce since they began offshoring. B team

69%

B 42% have seen their Aussie team grow.

Source: MicroSourcing Survey
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New research shows offshore staffing supports
employment growth in SMEs

Aussie SMEs had an average lxllxxxxxx
of 19 local staff when they 22202220222

began offshoring, and now
have an average of 23 local + L L L l

staff —a 17% increase increase

17%

In the tourism industry, we need to provide
our customers with 24/7 cover. As a small
business, to do this from Australia would be
prohibitive. Having offshore staff in the
Philippines enables us to offer a much better
product and means we have been able to

grow our business - and our team at home -
much faster than we would have otherwise.

Derek Gallimore,
Managing Director, Boutique London Lets

Productivity Enhancing Tools Drive Aussie Small Business Growth 3



Aussie SMEs go global to drive growth

Chika Sakane, founder of Bike Roar, a website targeting

the growing cyclist market, is part of a new breed of
young Aussie entrepreneurs who are online, on-the-go,
and globally focused. ‘| have staff in Australia, the
USA, Brazil and the Philippines, and each plays a

different role in my business.’

‘I took on my first offshore staff member in the
Philippines after a business associate recommended
MicroSourcing. My intention has never been to replace
my Australian staff. Instead, the local and offshore
teams are complementary. There are some jobs that

require a person to be on the ground in Australia, but

having support staff in the Philippines means my local

staff can easily delegate administrative work — giving

them more time to focus on what they do best.’

Productivity enhancing tools now available to SMEs are also helping them expand their
businesses into Asia. In a 2011 survey by the Australian Industry Group and Asialink, 64% of
Aussie businesses report having some involvement with Asia, including 68% of medium
businesses and 53% of small businesses.

Aussie businesses also recognise the importance of having professional local partners on the
ground. Both small and large businesses report that ‘understanding of local management culture’,
‘local staff’ and ‘cultural understanding’ are all important factors in doing business in Asia.’
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Offshore staffing to drive productivity
and growth across the region

“l anticipate the key source of productivity
growth in the Asian Century is going to be
what we today call offshoring or outsourcing

-- (it's a) whole business model change,”

Former Treasury Secretary Ken Henry,
September 2012 2

Image source: http://www.abc.net.au/worldtoday/content/2010/s3072889.htm

Offshore staffing could help spur regional growth

The Asian Development Bank believes that service industries such as offshore staff leasing can spur
economic growth in the Asia-Pacific, even as manufacturing output slows.® In the Philippines, offshore
staffing accounts for 5% of GDP — which doesn’t sound like much until you consider that mining accounts
for 7.2% of GDP in Australia. Offshore staffing is such big business that the ADB has revised its growth
forecast for the Philippines up, even as other regional neighbors like China are being downgraded. Offshore
staffing might just give Asia— the region that Australia’s economy relies so heavily on— the economic kick
start it needs, as well as providing a productivity boost to Aussie SMEs.

What’s good for Asia’s economy is good for Australia
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Innovative SMEs embrace
productivity enhancing tools

We usually think of offshore staffing in terms of large call centres run by
banks or phone companies. But 82% of businesses who use offshore staff
start by leasing just 1, 2 or 3 staff, suggesting it is an innovative solution
that forward-thinking SMEs are keen to embrace.

According to the ABS innovative SMEs are adopting
outsourcing and contracting faster than non-innovators

B Non Innovation-active businesses
B Innovation-active businesses

20 - 199 Persons 5-19 Persons 0 - 4 Persons

Innovating businesses are increasing their contracting and
outsourcing at twice the rate of non-innovating businesses

Innovation and productivity-enhancing tools like cloud computing and offshore staffing tend
to go together. SMEs that use the cloud are more likely to record revenue increases and
have optimistic forecasts for the year ahead.® And Innovative businesses are twice as
likely to have increased their use of contractors or outsourced staff than non-innovative

businesses in recent years.®
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Digital revolution brings offshore staffing within
reach of resource-constrained SMEs

New digital technologies mean small businesses can now afford to access
productivity enhancing supports that were once the preserve of big business
CEOs, such as personal assistants.

Celina is one such example of how these new roles work in practice. Celina is a
27 year old Philippines-based virtual assistant for a small Queensland company.
“I’m your regular administrative assistant. It’s just that everything is done online. My
tasks vary on a day to day basis: transcribing documents, purchasing and ordering,
scheduling meetings, supporting the directors so they can focus on more important
things, and providing information to help them make decisions.”

| communicate with my boss in
Australia constantly. We use
Skype messaging and conference

calls, as well as emails. | am
based in the Philippines, but | am
happy that | get to work so closely
with my Australian colleagues.
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SMEs now have access to technology-led innovations
that were once the exclusive domain of big business

New technologies mean that Aussie SMEs now have access to some of the same tools big

businesses have been using for years.

91% of small business and 99% of medium business now use the internet to conduct their
business.” One in seven use cloud computing,® enabling them to effectively manage their
business even if their key staff are in different locations.

Now small businesses
can access productivity
enhancing tools like
affordable hardware,
affordable software and
affordable talent, which
were until recently only
available to big business.
According to a recent
survey conducted by
offshore staffing provider
MicroSourcing, 87% of
companies who use
offshore staff are small
and medium businesses
with fewer than 200 staff.

Large businesses
with 200 or more
employees

SMEs with fewer
than 200 employees

87% of businesses who use offshore staff
at MicroSourcing are small or medium size

Source: MicroSourcing Survey
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Small and medium businesses — those with fewer than 200
employees — are the backbone of the Australian economy.

® SMEs make up 99% of Australian businesses

B 94% of Australian businesses have an

annual turnover of less than $2 million® o
70%
W 70% of Australian workers are employed Australian workers
employed by
by SMEs™ an SME

Yet according to the Australian Bureau of Statistics, only 1/3 of Australian SMEs are ‘innovating
businesses,” compared to more than half of all larger enterprises.” Because of their small size
and resource constraints, SMEs find it more difficult than larger businesses difficult to improve
their productivity and drive innovation.'?

Aussie SMEs report that a lack of skilled staff is their number one barrier to innovation,
followed by lack of access to additional funds.™
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What is offshoring?

Offshoring involves locating one or more business functions in another country. Traditionally
seen as the domain of big business, more Australian SMEs are embracing offshoring as a way
to expand their business in today’s resource-constrained economic environment.

Offshore staffing might include outsourcing a specific short term project, setting up a dedicated
offshore facility, or leasing a few staff.

Offshore staffing is no longer just the domain of call centres and IT help desks. Today’s roles

are as varied as accounting and book-keeping, HR, graphic design, web development, online
marketing and personal assistants. Taken together, these functions are often referred to as

BPO, or business process outsourcing.

Globally, the BPO industry is shifting. While in the past offshoring was seen as a way to cut
costs, today businesses want to forge strategic partnerships with offshore staff providers—
and tap into affordable global talent pools.™

()
About 7§72 MICROSOURCING

MicroSourcing specialises in setting up, hosting, and managing offshore operations in the
Philippines on behalf of clients from all over the world. By outsourcing their workflow processes,
our clients reduce their costs, increase their operational flexibility, and expand their global reach.
Our service delivery models are tailor-made to service any type of organisation, from small and
medium-sized businesses to larger companies.

About our survey results

In August 2012, Microsourcing conducted an email and phone survey of our clients globally. 61
clients, including 28 Australian clients, responded to the survey.
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