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TECHNICAL EXCELLENCE 
OFFSHORING

To stay relevant, practitioners have 
to continuously review and adopt 
innovative strategies to improve 

service levels and audit quality. In the 
first of this two-part series published 
in IS Chartered Accountant, January 
2015, we shared that offshoring 
could be one such strategy. We also 
explained the benefits and challenges 
of offshoring, and debunked some of 
the myths surrounding it.

Part 2 will analyse the findings of 
a case study1 to identify the potential 
determinants of an offshoring 
decision, and the scope of work to 
be offshored. For this purpose, the 
case we studied is assumed to be a 
straightforward $5-million revenue 
trading company, with low risk and 
little complexity. The findings we 
derived from our case study were 
based on our engagement with three 
SMP practitioners with back offices in 
the Philippines, Vietnam and Malaysia. 
The following are some of the more 
pertinent findings.

dollars and cents
As expected, the findings reveal 
cost saving opportunity largely as a 
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1 Please refer to http://isca.org.sg/tkc/aa/qa/projects/
process-re-engineering-part-2/ for details of the full 
case study.
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result of wage differentials and lower 
operating costs, especially in terms of 
much lower rental costs. Offshoring 
to Vietnam provides the highest cost 
saving opportunity whereas offshoring 
to our closest neighbour, Malaysia, 
appears to present the least advantage. 
This could be mainly due to the 
similarity in business cost structure 
between Malaysia and Singapore. For 
example, the average salary cost of an 
experienced audit assistant in Malaysia 
is comparable to one in Singapore, in 
the respective local currencies, and 
likewise for other business costs. Cost 
savings are derived mainly from the 
exchange difference between Malaysia 
Ringgit and Singapore Dollars. The 
study also seems to suggest that the 
most common service to be offshored 
is accounting – a view that is consistent 
across all three jurisdictions under 
study. This is hardly surprising given 
the nature of accounting work, where 
a high proportion of the work is 
repetitive, mundane, less complex and 
judgemental as compared to audit. 

realIgnIng the hours
Given that more supervision will 
be required to manage the offshore 
team, we expect an increase in the 
partner’s and manager’s hours as well 
as the total number of hours of the 
engagement as a whole. However, 
we expect a reduction in the total 
number of hours of the home team 
as the local staff is now freed from 
performing the lower value-adding 
and non-critical tasks. The findings 
support our expectations.

s
Firms can typically 
expect to reap the 

benefits of offshoring 
after the third year, 
but with the support 

of a local partner, 
this investment period 

may be shortened. 
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retain staff. Mr Subramanian, on the 
other hand, has a headcount ratio of 
approximately 2:1 between the local 
and offshore teams. His offshore team 
has been in operation for a number of 
years now, and  it provides invaluable 
support to his local team. 

InItIal stages  
of offshorIng
There is no doubt that the whole 
process of getting an offshore office 
up and running can be a lengthy 
and costly one. The process would 
include the recruitment of offshore 
staff, setting up a set of protocols 
for communication, training, and 
establishment of infrastructure  
and processes. 

A practitioner with an offshore 
team in Vietnam shared that having a 

Mr Subramanian shared that significant 
hours are expected in the initial years, 
but the hours will gradually decrease 
with continuing investment in the 
training and coaching of the offshore 
teams, and also with the setting of the 
right expectations.

all for strategIc reasons
Our engagement with practitioners 
revealed that offshoring arrangements 
can be customised to the business 
models adopted by the respective 
individual firms. Auditer PAC’s  
Mr Lim, for example, has a very lean 
team in Singapore comprising a few 
experienced professionals. Precise 
and specific instructions are given 
to the offshore team in Vietnam 
to minimise uncertainties in the 
performance of offshored procedures. 
He himself wears two hats – he is 
the engagement partner and office 
manager in Singapore, working very 
closely with his offshore team. His 
staff is motivated by his “open-door” 
policy and flatter reporting hierarchy, 
which in turn helps him to attract and 

In particular, our study shows a 
reduction of time incurred by local 
staff by 44% when part of the audit 
work is offshored to Malaysia; the 
corresponding figures for Vietnam 
and the Philippines are 42% and 
37% respectively. The percentages 
do not differ very much across these 
three countries. This implies that the 
successful establishment of an offshore 
team in any one of these countries 
would enhance the bandwidth of the 
Singapore team to focus their attention 
on high risk or complex areas, 
and areas that require significant 
professional judgement. This would 
not only enhance audit quality but also 
improve staff retention arising from 
greater learning opportunities from 
performing higher value-adding work.

The findings also reveal that total 
audit engagement hours increase 
by 16% for offshoring involving the 
Philippines team, 7% for Vietnam and 
3% for Malaysia, based on the same 
procedures and activities offshored. 
This seems to suggest that Malaysians 
are working at a pace very close to 
their Singapore counterparts, followed 
by the Vietnamese and Filipinos. 
This could partly be due to the many 
similarities shared by Malaysia and 
Singapore in terms of working culture 
and language.

According to Henry Lim, a partner at 
Auditer PAC, who has an offshore team 
in Vietnam, as the offshore team builds 
up its experience, and with adequate 
training, it can work at the same pace 
as the Singapore team. He shared that 
this is in fact the case for some of his 
experienced offshore team members. 
At least one other practitioner who 
has an offshore team in Vietnam also 
shared the same sentiment. 

In the early days when Elango 
Subramanian, a director at Raffles PAC,  
first formed his back office in the 
Philippines, it took almost double the 
time for the staff there to perform  
the same task that is performed by  
a local staff. Three years down the 
road, they are now working at a pace 
close to that of his Singapore team.  
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Offshoring is not about 
firms axing jobs locally 

and moving work to 
offshore offices. Rather, 

it relieves the talent 
shortage faced by SMPs. 

A strategic offshore 
arrangement can  

help an SMP grow  
by enabling it to tap  
on talent pools from 
other countries and  

at the same time 
develop the core 

competencies  
of its local talents in a 
shorter period of time  

by focusing on high  
value-adding work.
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More tIMe for clIents
Good client service is a means to 
a long and successful business 
relationship. As competition in the 
accounting industry intensifies, it is 
more important than ever for firms to 
strengthen their business strategies. 
One way to do this is to enhance client 
service through the personal touch. 

Although some practitioners 
associate offshoring with the lack of 
personal touch with clients, based 
on Mr Subramanian’s experience, the 
reverse is actually true. “By freeing 
up my managers’ time, they now have 
more time to focus on client servicing,” 
he said. As mundane and non-critical 
tasks are offshored, the local team now 
has more time to touch base with their 
clients, and to attend to their clients’ 
requests more promptly.

local partner with relevant contacts 
and good knowledge of the culture 
and regulatory requirements may 
expedite the set-up of the offshore 
office. This local partner can then 
help to run the offshore office. Firms 
can typically expect to reap the 
benefits of offshoring after the third 
year, but with the support of a local 
partner, this investment period may 
be shortened. 

Adoption of technological tools 
such as a high-speed scanner, or 
an integrated phone and video 
conferencing system, will certainly 
help to close the communication gap 
between the local and offshore teams.

Offshoring is surrounded by a 
number of myths but the practitioners 
we spoke to helped to debunk some  
of them.

sub-standard work?  
— May not be true
There are some naysayers who are 
sceptical that an offshore team can 
deliver good quality work. 

The fact is, once the offshore team 
stabilises, it can perform as well as 
the home team. This is as long as the 
offshore team’s deliverables are clearly 
defined and the tasks assigned to them 
are within their capability. According 
to Tan Kwang Zhen, currently a 
partner at Linkz Assurance PAC, who 
previously had extensive working 
experience with an offshore team, the 
quality of the worksheets produced by 
the offshore team is as good as, if not 
better than, those of his local team. 

This is useful information for 
practitioners like Chew Whye Lee, 
Managing Partner, Chew Whye Lee 
& Co, who is open to exploring the 
strategy of offshoring but is concerned 
that quality may be compromised.

broadenIng talent pool, 
retaInIng talent
Offshoring is not about firms axing 
jobs locally and moving work to 
offshore offices. Rather, it relieves 
the talent shortage faced by SMPs. A 
strategic offshore arrangement can 
help an SMP grow by enabling it to tap 
on talent pools from other countries 
and at the same time develop the core 
competencies of its local talents in 
a shorter period of time by focusing 
on high value-adding work. When a 
firm grows, it creates employment 
opportunities locally and the virtuous 
cycle continues.

In summary, today’s decision to 
offshore is driven by strategic reasons 
other than costs. Practitioners should 
assess the offshoring options available 
and determine one that will best meet 
the needs of their overall business 
strategy.  ISCA
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