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t is absolutely critical that
practitioners charge the right
level of fee to deliver high quality
service and ensure the economic
viability of their practices. However,
practitioners cannot ignore the
reality that companies look to their
service providers to create value
for their business and be productive
and innovative in the way services
are delivered – audits included.
Companies expect their service
providers to harness technology, use
data analytics and/or re-engineer
processes to manage manpower
constraints and escalating costs –
without being put at the receiving
end of the escalating costs through
higher fees. There is therefore the
need for practitioners to innovate
and adopt strategies to improve
service levels and audit quality at
little or no cost increase.
One of such strategies is
“offshoring”. The term offshoring
is sometimes used interchangeably
with outsourcing but they are
different. Outsourcing is the
contracting of work out to a third
party whereas offshoring refers
to getting work done in a different
country, usually to leverage cost
advantages, under the continued
close supervision of the contractor.

We are seeing an increasing number of
public accounting �irms in Singapore
offshoring low-risk and repetitive
tasks and activities. The larger
international �irms are also leveraging
their existing offshore centres or
network �irms in other parts of the
world for this purpose.
The audit function of EY Singapore,
for instance, leverages the offshore
centre in EY Philippines to handle
the non-complex and low-risk work
thereby creating capacity for its
Singapore workforce to focus on higher
value-adding work on the ground.
It is heartening to learn that
offshoring is not the privilege of the
larger accounting �irms. At least two
SMPs in Singapore have offshore
centres, and a couple more are
adopting the strategy. In the �irst of
this two-part edition, we look at the
bene�its and challenges of offshoring
through the experiences of three
accounting �irms.

FOCUS ON THINGS
THAT MATTER

The offshore team supports the local
team in tasks which are of lower risk
and complexity, and require little
interaction with clients. For �irms
which provide accounting or tax
services, such work would include
double-entry accounting work,
drafting of certain sections of �inancial
statements and preparation of the
draft tax computation. In the case
of audit engagements, the offshore
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“The major benefit
of the offshoring strategy
is enabling the local team
to focus on audit procedures
that matter – those affecting
audit opinion.”
MAK KEAT MENG
Head of Audit and Assurance
EY Singapore
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team supports the local team in tasks
including setting up of audit �iles,
posting of trial balances, compiling
and customising of audit templates for
companies to complete, circularisation
of third-party con�irmations,
performing non-complex
reasonableness testing procedures,
and running of sampling tools based on
criteria set by the Singapore team.
As the Singapore team is now freed
from performing such procedures,
it can better focus on auditing risky
or complex account balances and
transactions, as well as areas which
require signi�icant professional
judgement and extensive consultation.
This would lead to higher quality
audit and improve staff retention
as the professionals are doing more
interesting and challenging tasks.
Clients, in return, will bene�it from the
greater attention given by the more
experienced auditors on the ground.
Mak Keat Meng, Head of Audit
and Assurance, EY Singapore, shared
that the major bene�it of offshoring
is enabling the local team to focus on
audit procedures that matter – those
affecting audit opinion. It also allows
the �irm to address the challenges
of today’s tight labour market and
professionals who are more keen on
doing interesting work.

RELIEVE MANPOWER
SHORTAGE

The impetus for Elango Subramanian,

s
... adopting offshoring as
a process improvement
strategy should be
critically reviewed
in light of the firm’s
mission and business
strategy. It does come
with challenges – and
those who are thinking
of adopting this strategy
should do it with their
eyes wide open.
Director, Raf�les PAC, to form a back
of�ice in the Philippines arose from
manpower shortage and escalating
business costs. It was not all
smooth sailing for him when he �irst
established the back of�ice a few years
ago. Lack of familiarity with the local
labour laws and regulations derailed
his early attempts, but he persevered
and has since established proper
systems and controls.
Mr Subramanian also shared
that when the offshore team was
initially formed, productivity and
ef�iciency was low. Almost two
Filipinos were required to perform
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HENRY LIM
Partner
Auditer PAC
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STRONG ECONOMIC REASON

The economic bene�it of operating
in countries such as the Philippines,
India and Vietnam is fairly obvious
– lower business costs, in particular,
rental and talent costs. Of�ice rents
across Singapore, on average, continue
to be high relative to those in other
jurisdictions in Asia. According to the
Colliers International Research Report
for the third quarter of 2014, the
monthly gross rents of of�ice spaces in
Raf�les Place range from SGD8.52 to
$11.67 per square foot. A similar of�ice
space in a prime business district in
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“The trick is to
dichotomise the work such
that the Singapore team
performs the complex and
judgemental areas, leaving
the routine and low-risk
work to the offshore team.”

the job of one Singaporean. Investment
in the training of his offshore team
was a heavy one, comprising his
regular visits to the Philippines, as
well as through video-conferencing.
However, his investments have paid
off handsomely. Today, his offshore
team is stable and provides the muchneeded support to the audit, tax,
accounting and corporate services
teams in Singapore. He revealed that
not only is the offshore team now able
to perform its work independently, it
is working at a pace close to that of his
Singapore team. He also bene�its from
low attrition rate of his offshore team.

positive returns before they consider
adopting this strategy.
For the offshoring strategy to
succeed, it is crucial that all partners
in the �irm are involved from the
onset and agree to address any
obstacles as a team.

PERCEPTION OF
LOWER QUALITY

the Philippines is approximately SGD2
to $3 per square foot – a rate unheard
of in Singapore.
On talent costs, the hourly rate
of a new accounting graduate in the
Philippines and Vietnam is SGD3 or
less. The pay of the same accounting
graduate in Singapore is easily
four to �ive times this rate. Being
able to recruit from a well-educated
workforce at a lower budget gives �irms
the much-needed competitive edge.

MINDSET CHANGE REQUIRED

There is no denying that an offshoring
strategy has its own impediments, and
is not every practitioner’s cup of tea.
The biggest obstacle, perhaps, is
mindset change. Many practitioners
prefer to stay in their comfort zone
and �ind it dif�icult to do things
differently. Offshoring is a form of
process re-engineering, so it would
require changes to the work �lows and
processes which some practitioners
�ind cumbersome. Others may �ind
it hard to trust the work of a foreign
team which they do not have direct
physical access to on a regular
basis. Also, given that the set-up and
workforce training costs are high,
practitioners want the promise of

Generally, practitioners are skeptical
about how an offshore team can
deliver good quality work. Henry
Lim, Partner, Auditer PAC, who
has an offshore team in Vietnam,
said, “There is the perception
that professional staff in certain
countries have lower skill-sets due
to their limited exposure to more
complex transactions. This can be
mitigated by adequate training and
close supervision of the offshore
team. The trick is to dichotomise
the work such that the Singapore
team performs the complex and
judgemental areas, leaving the routine
and low-risk work to the offshore team.”
It is worth noting that these
professional staff members are
accounting graduates, and most of
those employed by the network �irms
of the larger public accounting �irms
have professional quali�ications from
the professional accounting bodies in
their respective home countries.
Regardless of the quali�ication
of the offshore team, one thing is for
sure – critical and complex procedures
ought to be performed by the
Singapore team. The buck stops here
in Singapore.

DIFFERENT COMMUNICATION,
WORKING STYLES

The communication style and the pace
of work vary cross the region. Simple
things like different accents may cause
a communication breakdown. Offshore
teams may also �ind it hard to keep
pace with the speed of work of the
home teams.
Taking a leaf out of Mr Subramanian’s
experience, working as a team is
critical to the success of an offshoring
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“My offshore team is
stable and provides the
much-needed support
to the Singapore audit,
tax, accounting and
corporate services
teams. It can perform its
work independently and
at a pace close to that of
my Singapore team”
ELANGO SUBRAMANIAN
Director
Raffles PAC

arrangement. His prior attempts to
set up a back of�ice in other countries
did not succeed mainly due to cultural
incompatibility. Thus, practitioners
must invest in building trust and
setting correct expectations, both of
which take time and patience.
With greater demand for service
quality, and the intense competition
facing practitioners, offshoring
could be an effective tool to move
accounting �irms up in service level.
However, adopting offshoring as a
process improvement strategy should
be critically reviewed in light of the
�irm’s mission and business strategy.
It does come with challenges – and
those who are thinking of adopting
this strategy should do it with their
eyes wide open. ISCA
Using case studies, Part 2 of this article will
discuss how offshoring can be relevant to SMPs.
It will analyse the possibilities of cost and time
savings in offshoring to certain jurisdictions that
are more popular; types of tasks and activities
suitable for offshoring, and address some
common myths about offshoring.

Lim Ai Leen is Executive Director, Technical
Knowledge Centre & Quality Assurance; Fann Kor
is Assistant Director, Quality Assurance, and
Sheryl Hon is Manager, Quality Assurance, ISCA.

January 2015

49

