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MARKET GROWTH; CHALLENGES AND OPPORTUNITIES;
POSITION VERSUS INDIA, CHINA AND THE PHILIPPINES;
AND EMERGING PROSPECTS
The success of the in-house captive model in India and the Philippines has led expansion-focused multinationals
to explore other locations in Asia. Malaysia is one of the strongest contenders in the region, due to its unique
value proposition in terms of multilingual, multicultural workforce; significant existing shared services presence/
experienced talent pool; proven expertise; and supportive government incentives. Guided by government
organisations like MDeC, Malaysia is increasingly focusing on high-end analytics work defined by Global Business
Services to drive future growth.
What's surprising for many shared services practitioners, particularly those already working in Malaysia, is that
the country is still flying under the radar for multinationals seeking a solid and reliable footprint in Asia. What
started with straightforward contact centres leveraging cost-effective resources and multiple languages has
today evolved into sophisticated help desk functions, customer support, and knowledge-based services that are
able to support multinational organisations’ growth-based agendas.
Malaysia’s advantage is in large part thanks to its government's aggressive and prescient multi-pronged
approach to ensuring the country is attractively positioned to international audiences. Through MDeC, a
multimedia organisation supporting business development, including MSC Malaysia’s ICT initiatives; Digital
Malaysia, promoting a digitally-enabled ecosystem; Outsource Malaysia, supporting the outsourcing industry;
and TalentCorp, developing and attracting talent; the government is ensuring that its 2020 vision of positioning
Malaysia as a go-to market will be met. As of the end of 2014, MDeC reports the country has 340 Shared
Services and Outsourcing centres (roughly a third of which are captive), the industry employs 82,000 people,
and contributes 16% (and growing) to Malaysia’s GDP. Each year, 60 to 65 new centres are added. MDeC plans
to double the current Shared Services and Outsourcing footprint – in terms of jobs and investments – by the
end of 2017.

2020
MDeC plans to double the current
Shared Services and Outsourcing
footprint by the end of 2017.

VISION

In 2013, Malaysia’s Shared Services
and Outsourcing industry increased
its revenue 22% year-on-year;
grew its services related exports
by 24%; and added 11% jobs.

With all of these resources being thrown at the Malaysian services delivery industry, it's not surprising to see
Malaysia consistently ranked in third place (behind India and China) in AT Kearney’s Global Services Location
Index, which measures financial attractiveness, people skills and availability, and business environment. Just a
year ago, global services analyst Everest Group also acknowledged Malaysia as the “emerging Asian tiger”2 for
Global Shared Services, citing it as a valid destination for high-value services.
Despite these accolades, Malaysia has to contend with regional competition, pressure on its labour pool (in the
face of increased demand), and the unsettling effect of new technology on its FTE-based sourcing model. At the
same time, cost increases due to currency exchange or increased local competition are affecting the country’s
competitiveness. With other economies across Asia, as well as East Europe and Latin America, vying for a piece
of the services pie, Malaysia will need to do some pro-active positioning to preserve its place among the global
services elite.
The country is, in fact, already taking steps in that direction. MDeC is rebranding its Shared Services and
Outsourcing cluster as “Global Business Services,” in recognition of the increasingly knowledge and analytics
based nature of customer requirements. It is also collaborating with local universities to offer Shared Services
curricula in combination with Finance and/or HR studies, to provide a more skilled pipeline to Shared Services
and Outsourcing centres.
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A CLOSER LOOK AT MALAYSIA’S VALUE PROPOSITION
To date, there are more than 340 foreign and multinational
companies that have set up shared services and outsourcing centres
in Malaysia, and around a third of these are captive shared services.

The core areas these centres focus on include1:
• Business process outsourcing
• Transactional back-office support services
[HR, finance and accounting]
• Front office services including customer related
services such as marketing or contact Centre
• IT outsourcing
• Knowledge process outsourcing, which requires
talented workforce with specific domain
knowledge

Everest Group has analysed the domestic services
market, and lists the following as Malaysia’s main
advantages5:
• Attractive for multiple source markets including the
US, Europe, Asia, and the Middle East
• Multilingual competencies in Malay, English,
Cantonese, Japanese, and tie
• Strategic location in Asia
• Easy access by plane
• Strong governmental support and incentives
• Strong economy, political stability, good connectivity
and a well-developed infrastructure
• Financial services are the largest vertical in terms of scale
• Finance and accounting is the dominant function as
most graduates focus on these areas

In terms of future growth potential, Knowledge Process Outsourcing (KPO) offers significant opportunities. In a recent
report3, PwC Executive Director Carmen Tang explained that “what Malaysia lacks in critical mass, we have in talent,
and our forte lies in meeting the demand for high-end activities such as cost management, tax compliance, business
analytics and consulting.”
Given the global appetite for transactional services remains undiminished, Malaysia stands as good a chance as any
of its competitors to continue to see significant expansion in its service delivery sector. However, to gain a sustainable
competitive advantage over others it will need to ramp up its customer-centric, knowledge oriented service capacity –
which is what is increasingly in demand. The efforts of MDeC to support this shift are already paying dividends in terms
of attracting more GBS type service operations.
NUMBER OF LEADING
GLOBAL INHOUSE
CENTRES (CAPTIVES)
IN MALAYSIA
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More languages than
anyone else

Infrastructure
investment paying off

Malaysia holds a unique advantage within Asia in that it offers
more languages than any other country. It is quite common for
a support centre to offer 12-15 different Asian languages from
one hub. Partly, this is the result of hosting three native cultures
(Chinese, Indian, and Malay) within its population, but Malaysia
also attracts a multicultural workforce, welcoming workers from
Thailand, Indonesia, Turkey, Iran, and across the Arab world.
With one of its previous strategies encouraging students to
spend a year in Japan (Go East), the Malaysian government also
encouraged a new generation of workers to bring back a deeper
knowledge and understanding of both culture as well as language
of this trading partner.

Malaysia’s long-established contact centre industry has spread
across the country, with many firms clustering around cities such
as Penang, Johor, Seremban and, of course Kuala Lumpur with
its rapidly growing technology-hub, Cyberjaya, 50km south of KL,
which is known as the ‘Silicon Valley of Malaysia’. The Multimedia
corridor hosts more than 3,500 multinational companies with a
strong data centre presence reflecting foreign as well as domestic
operators. The investment of the government in IT-enabled
“cyber-cities” is a tremendous boon to the domestic services
industry, focusing skills, infrastructure, and best practices. In
addition, the Klang Valley outside Kuala Lumpur offers a hub of
infrastructure alongside talent, and is home to 90% of current
shared services5.

The cyber-hubs are making a name for themselves as powerful engines driving knowledge and industry- or
process-specific best practices, and offer excellent travel connections. Combined with initiatives like Digital
Malaysia, which encourages a digital ecosystem that all enterprises can benefit from, these infrastructure
investments are lending the services industry the necessary fuel to take on today’s global leaders.

Challenge #1: WHERE IS THE TALENT COMING FROM?

Source: http://www.mscmalaysia.my/sso
One of the core challenges for the country right now is that the
younger recruits to the workforce don't see shared services as a
prime industry for their careers. The government is trying hard
to change that by encouraging internships, collaborating with
universities, and promoting digitalized services as a viable career
choice. It is also making a concerted effort to attract more women
back into the workplace, once they have had children.
MDeC reports that of the total annual jobs created in Shared
Services and Outsourcing, 15% are filled by new graduates and
85% by more experienced staff (2-3 years is the sweet spot).
Some of the latter will be supplied by contact centre staff
wishing to escalate their careers by transitioning to shared
services. The organisation is also promoting “impact sourcing”
whereby retirees (until last year the age of retirement was 55)
or women in tier 2 or 3 locations around the country would be
lured back into the labour pool to supply services from remote
locations. According to government estimates, Malaysia has a
latent workforce (not currently working but able to do so) of 5.5

million. There are plans underway to establish 200 microsites
based around community centres to supply this kind of work.
DHL’s shared services outside Kuala Lumpur, for example,
has a 60% ratio of women in its centre. Its SSO leader,
Ross Mackay, confirms that to date shared services tend
to attract more women than men, as a general rule; this is
probably due to the industry struggling in the past to show
that a job in shared services could become a career in the
industry. Government linked bodies like MDeC, along with key
companies in the industry, are working hard to highlight the
career opportunities available in this fast growing sector.
The lack of scalability that domestic centres are perceived as
offering may prevent firms who have bigger plans from selecting
Malaysia as a location. Most domestic shared services or BPO
operations fall within the 500 FTE scale. By contrast India has
a number of 1000+ centres. However, tier 2 and 3 cities across
Malaysia may offer significant opportunities in future.
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Challenge #2: REGIONAL COMPETITION
Despite its numerous advantages, Malaysia faces strong competition in the region as a number of its rivals for the
services industry have vigorously adopted leading ICT technologies and dynamic shared services models, whilst also
leveraging expansive pools of cheap labour.
Malaysia’s key advantage over low-cost competitors like India, China and the Philippines is its lower risk profile.
Newcomers to offshoring prefer a low risk environment and are more comfortable with the “boutique” experience
Malaysia offers. In addition, many cite the more innovative and pro-active nature of its workforce, which is a crucial
attribute for centres seeking to drive value through leveraging data analytics and knowledge. Malaysia fits this gap well.
In terms of advantages and disadvantages over regional competitors, Malaysia faces the following:
Cultural Affinity: The Philippines has an estimated 400,000 people working in call centres, and has
overtaken India to hold the number one spot for this industry, supported by the natural language and
cultural affinity of Filipinos to American businesses in particular. As a result of English being spoken
widely and naturally, and the exposure to US culture, the Philippines is an attractive international
location for voice-based services. It does not, however, have a strong reputation when it comes to
Finance and Accounting skills.
Risk of Natural Disasters: Malaysia has an indisputable advantage over its neighbouring competitors
in terms of a relatively low risk of natural disaster, while a significant challenge the Philippines has to
contend with is weather-related, with non-native companies still concerned about exposing themselves
to the vagaries of national disasters like tsunamis or flooding as a result of monsoons.
Cost of Labour: India remains a markedly attractive option thanks to its vast labour pool, which is
still generally available at lower cost than the Philippines or Malaysia. While accent is often an issue
for voice-based services, there have been tremendous improvements in this regard. One complaint
companies commonly cite is the lack of innovation offered by Indian teams, who are excellent at
following instructions but less forthcoming when it comes to taking initiative.
Information and Communications Technology: Malaysia has shown great agility and investment in
ICT, with the aforementioned cyber-hubs and the government’s 2020 vision partnering to offer near
unlimited resources and support in this regards. However, Malaysia still struggles to compete with
India on price and scale of operations, with few centres demonstrating the 2000+ FTEs that India so
readily supports.
Experience/Mature Operations: Compared to neighbouring emerging competitors like Bangladesh,
Indonesia, and Vietnam, Malaysia presents a more mature services industry, particularly with its
current focus on developing core capabilities across the higher-end of IT infrastructure and business
processes.
A Nearshore Solution: Malaysia is attracting a lot of interest from regional neighbours like Singapore,
where companies are finding it increasingly expensive to maintain support services in the face of rising
costs and high competition for staff. There are even examples of Indian enterprises that have chosen to
base support centres in Malaysia.
Promoting Local BPOs: With its focus on the high impact KPO sector, MDeC is pushing to establish
Malaysia as a “go-to” location for multinational organisations by, among other strategies, encouraging
and supporting investments by domestic BPO fledglings. Native-based BPO services are being
encouraged through the Entry Point Projects program.
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Challenge #3:
CUSTOMER CENTRICITY

Challenge #4:
MORE VALUE

To achieve long-term sustainability, shared services
is dependent on the ability to provide a positive
customer experience and satisfaction at every
point of engagement. This requires a greater
understanding of customer cultures, priorities and
business drivers. Centres that invest in building
up this skill set should see positive returns over
their competition. In a recent Accenture study,
the company warns that cultural and linguistic
challenges within the APAC region should not
be underestimated: “Certain core processes for
companies tend to require extensive customer
interaction as the key to competitive differentiation”,
states the report4.

The biggest challenge to maintain an upwards
trajectory will be to move up the value curve to
deliver higher value services as opposed to the fairly
commoditized business process or IT services, which
are more cost sensitive.

As part of a more collaborative customer
engagement strategy, Relationship Management
will become a significant differentiator. While in the
past it sufficed to simply deliver according to preagreed Service Level Agreements, today customers
are demanding a more engaged, collaborative type
of partnership and expect to be heard. Customer
relationship management technology is the key to
winning here. According to a recent report, spending
on CRM increased by 23% in 2013, with robust
increases forecast for this year, too.

Everest group suggests Malaysian shared services
take more ownership of end-to-end delivery
processes, focus on developing a capability in
specialized or complex work such as financial
planning and analysis, and develop local leadership
capability to take on roles beyond mere service
delivery.
Areas like the data, analytics, social media, and
supply-chain BPO could present new opportunities
for Malaysian centres.
Scalability is one of the challenges Malaysia faces,
with most shared services falling into the under 500
FTE category [according to Everest Group research,
63% of the total shared services captive market]. For
organisations seeking larger centres, the fact that
Malaysian labour can be 15 to 20% more expensive
than the equivalent Indian labour, and the more
limited (compared to India) talent landscape, may
make Malaysia less suited. However, Citigroup, Dell,
Exxon Mobile, Shell, and Standard Chartered are
some of the examples Everest cites as companies
that have set up larger centres.5

www.ssweekasia.com

MALAYSIA SHARED SERVICES INDUSTRY MARKET UPDATE 2015

Challenge #5: VIABLE LONG TERM CAREER
As mentioned earlier, retention is a challenge for Malaysian centres as it is across the APAC region. However, where
India has done a great job of promoting BPO as a career to an ambitious Gen Y workforce, Malaysia has some work
to do. With accounting still generally attracting most top business school graduates, and fewer men than women
choosing shared services as a job, business services risks losing the war for talent unless it takes a more proactive
position. There are signs that this is already happening, as the government is taking a strong lead in promoting the
sector (see above) and as shared services jobs become increasingly knowledge- and data-centric. As the industry
does a better job of promoting itself as a significant career opportunity, by shifting the discussion from transactional
to value adding global business services, the trend should shift.

Regional talent gets a boost through ASEAN initiative
One development that may impact talent requirements across regional activities is the ASEAN Economic
Community Blueprint6 that is to be adopted this year. It was signed by ASEAN leaders in November 2007, with the
objective of creating a single market and production base across its 10 member countries by ensuring a free flow
of goods, services, investment, capital, and skilled labour. Its target is to narrow the development gap between
member states. It opens the door to ASEAN member state nationals working anywhere in the region without a work
permit being necessary. As such, it also raises the stakes. By eliminating service taxes and GST, this agreement will
positively impact Malaysia’s opportunity to manage the supply chain of jobs by pushing some of its requirements to
other member countries like the Philippines, while all the work can still be managed from a Malaysian base.
As a result of this initiative, by 2020 the ASEAN community plans to be recognised as the BPO capital of the world
(combined, the 10 member countries offer a workforce of 300 million people).

How Will Malaysia’s SS&O Market Continue to Develop?
Find out at:

Asia’s Largest and Best-Attended SS&O Conference
Main conference: 17 - 19 November 2015
Venue: MAX Atria @ Singapore Expo, Singapore

CLICK TO DOWNLOAD EVENT AGENDA
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