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ABSTRACT 

Outsourcing is a great way to help your business as it progresses through its 

various growth stages. In fact, some of the largest companies in the world outsource 

some of the work they do. In order to maintain steady growth and productivity, you 

should find a happy balance of in-house employees and outsourced resources.  

INTRODUCTION 

Broadly speaking, companies adopt BPO practices in the two main areas of back-

office and front-office operations. Back office BPO refers to a company contracting 

its core business support operations such as accounting, payment processing, IT 

services, human resources, regulatory compliance, and quality assurance to outside 

professionals who ensure the business runs smoothly. 

I. What Is Business Process Outsourcing 
(BPO), and How Does It Work? 

  

What Is Business Process Outsourcing (BPO)? 
 

Business process outsourcing (BPO) is a method of subcontracting various 

business-related operations to third-party vendors. 

Business process outsourcing (BPO) has become integral to today’s business 

landscape. Companies that engage in BPO typically outsource some of their front- 

and back-office functions to third-party service providers. 

 

However, some companies don’t know what BPO means, especially those looking 

to outsource for the first time. Even those who already work with BPO companies 

may not understand its implications for their businesses. 

 

This page covers the meaning of BPO, including how it works and why companies 

outsource. Learn about BPO service types and examples and about industries that 

employ BPO. Finally, explore the main outsourcing types and their pros and cons. 



 

Although BPO originally applied solely to manufacturing entities, such as soft drink 

manufacturers that outsourced large segments of their supply chains, BPO now 

applies to the outsourcing of various products and services. 

Understanding Business Process Outsourcing (BPO) 
 

Many businesses, from small startups to large companies, opt 

to outsource processes, as new and innovative services are increasingly available 

in today's ever-changing, highly competitive business climate. 

By contrast, front office BPO tasks commonly include customer-related services 

such as tech support, sales, and marketing. 

Special Considerations 
 

The breadth of a business' BPO options depends on whether it contracts its 

operations within or outside the borders of its home country. BPO is deemed 

"offshore outsourcing" if the contract is sent to another country where there is 

political stability, lower labor costs, and/or tax savings. A company using an offshore 

BPO vendor is one such example of offshore outsourcing. 

BPO is referred to as "nearshore outsourcing" if the job is contracted to a 

neighboring country. Such would be the case if a company partnered with a BPO 

vendor. 



A third option, known as "onshore outsourcing" or "domestic sourcing," occurs when 

BPO is contracted within the company’s own country, even if its vendor partners are 

located in different cities or states. 

BPO is often referred to as information technology-enabled services (ITES) because 

it relies on technology/infrastructure that enables external companies to efficiently 

perform their roles. 

The Attraction of BPO 
 

Companies are often drawn to BPO because it affords them greater operational 

flexibility. By outsourcing non-core and administrative functions, companies can 

reallocate time and resources to core competencies like customer relations and 

product leadership, which ultimately results in advantages over competing 

businesses in their industry. 

BPO offers businesses access to innovative technological resources that they might 

not otherwise have exposure to. BPO partners and companies constantly strive to 

improve their processes by adopting the most recent technologies and practices. 

Since the corporate income tax is among the highest in the developed world, 

American companies benefit from outsourcing operations to countries with lower 

income taxes and cheaper labor forces as viable cost reduction measures. 

 

BPO also offers companies the benefits of quick and accurate reporting, improved 

productivity, and the ability to swiftly reassign its resources, when necessary. 



Some Disadvantages of BPO 
 

While there are many advantages of BPO, there are also disadvantages. A 

business that outsources its business processes may be prone to data breaches or 

have communication issues that delay project completion, and such businesses 

may underestimate the running costs of BPO providers. 

Another disadvantage could be customer backlash against outsourcing if they 

perceive this to be of inferior quality or at the expense of domestic employment. 

What Is the Goal of BPO and What Are Its Types? 
 

BPO is the abbreviation for business process outsourcing, which refers to when 

companies outsource business processes to a third-party (external) company. The 

primary goal is to cut costs, free up time, and focus on core aspects of the business. 

Two types of BPO are front-office and back-office. Back-office BPO entails the 

internal aspects of a business, such as payroll, inventory purchasing, and billing. 

Front-office BPO focuses on activities external to the company, such as marketing 

and customer service. 

What Are the Advantages of BPO? 
 

There are numerous advantages to BPO. One of the primary advantages is that it 

lowers costs. Performing a certain job function internally costs a specific amount. 

BPO can reduce these costs by outsourcing this job to an external party, often in a 

less cost-intensive country, reducing the overall cost of performing that job function. 

Other advantages include a company being allowed to focus on core business 

functions that are critical to its success, rather than administrative tasks or other 

aspects of running a company that are not critical. BPO also helps with growth, 

particularly in global expansion. If a company is interested in opening an overseas 

branch or operating overseas, utilizing a BPO company that has experience in the 

local industry and that speaks the language is extremely beneficial. 

What Are the Types of BPO Companies? 
 

There are three primary types of BPO companies. These are local outsourcing, 

offshore outsourcing, and nearshore outsourcing. Local outsourcing is a company 

that is in the same country as your business. Offshore outsourcing is a company 

that is in another country, and nearshore outsourcing is a company that is in a 

country that is not too far from your country. 



 

What Is a BPO Call Center? 
 

A BPO call center handles outsourced incoming and outgoing customer calls on 

behalf of other businesses. Many BPO call centers will have agents that can 

individually handle customer complaints or inquiries standing in for a number of 

different companies, often within a particular specialty. For instance, one call center 

agent may be able to field tech support phone calls for a variety of vendors or 

manufacturers. 

Business process outsourcing (BPO) utilizes third-party specialists to carry out 

some part of a business process or operation (as opposed to outsourcing the entire 

production). BPO can lower a company's costs, increase efficiency, and provide 

flexibility. At the same time, the BPO industry is rapidly-growing, which means that 

in our increasingly global economy, process outsourcing is not going anywhere. 

II. Six Reasons Outsourcing Could 
Benefit Your Business 



 

In order to understand why outsourcing could be the right decision for your 

business, you need to understand why other companies choose to do it. What 

advantages does it bring and what value does it add? Let’s look at some of the top 

reasons companies of all sizes look outside their company for their staffing needs. 

Grow more rapidly 

During growth, companies will often find that they would benefit from having more 

staff on hand, but can’t afford the expenses that go into hiring and supporting more 

full-time employees. This limits the potential for growth and slows any momentum 

that your company has built. Some companies may take a gamble and hire new 

staff, only to find that gambling doesn’t always pay off. Rather than growing slowly, 

they’ve reversed their growth.  

Because it's more affordable to outsource the work than it is to build your own in-

house team, and because you can cancel an outsourcing contract without having to 

put people out of work, it's a great way to ensure that your company maintains a 

steady growth while keeping the core of your team focused on internal tasks.  

Retain flexibility. 

The truth is your business may not need the same level of staffing year-round. At 

the very least, outsourcing provides you with flexibility. Your business can staff up 

before a busy season without the financial commitment of hiring in-house 

employees, the cost of which can take years to break even on. After you’ve made it 



through a busy season, you can easily switch back to an entirely in-house team. An 

experienced outsourcing agency can allow you to scale your outsourcing needs. 

Benefit from top talent. 

The world's largest companies can offer pay and benefits far beyond what you can 

likely offer, so the top talent goes to the largest firms. This can limit your company's 

ability to achieve the best results. It could even put you at risk of having your best 

employees poached by larger companies offering better incentives. Outsourcing 

agencies are capable of attracting top talent to ensure customer satisfaction and 

competitive results.  

Maintain company focus. 

Another benefit of outsourcing is the ability to stay focused on the important internal 

tasks of your business. For example, customer service is an important part of any 

business. That being said, it can be time-consuming and distracting for key 

members of your team. Outsourcing for customer service has two benefits. First, 

you provide your customers with consistent customer service. Second, you allow 

your internal team members to focus on their own tasks, helping your business run 

more efficiently and ultimately increasing your ROI. 

Outsourcing firms are a tool that should be utilized. A secondary benefit of 

outsourcing is the image it gives your company. Gone are the days where 

outsourcing firms were unreliable and lacking quality control. You can expect 

modern outsourcing firms to represent your business with the highest of standards. 

Small businesses often lack the ability to provide mass customer service. 

Outsourcing this aspect of your business will give your company a more 

professional image. 



 

Increase brand loyalty. 

A highly trained customer support staff, backed by management with years of 

experience, will give your customers the type of service that keeps them coming 

back. Going from no support staff to an industry-leading support staff is nearly 

impossible to do internally. The financial strain and experience required to put 

together such a team are simply too overwhelming for most businesses. The 

professional services that an outsourcing company provides will leave your 

customers feeling cared for and appreciated. 

Fulfill compliance requirements. 

Even large companies can feel the financial impacts of new regulations. Several 

industries have strict privacy and security requirements that can add costs to 

maintaining a staff. 

More importantly, they add severe consequences. Having a poorly trained staff that 

doesn’t properly follow regulations could cost your company big. Without the 

resources of a large corporation, it’s hard to put together such an experienced staff. 

Look to hire an outsourcing firm that is PCI level 4 and HIPAA compliant. This 

prevents your team and company from facing the risk of potential lawsuits and other 

hardships that come with noncompliance. 



As you can see, outsourcing has a lot of potential benefits — from flexibility to 

professional representation — and businesses small and large are wise to consider 

scaling their outsourcing needs throughout the year. 

III. The Pros and Cons of Business 
Process Outsourcing 

Business Process Outsourcing (BPO) is a widely practised management strategy 

that allows entities to delegate tasks to third party service providers. It was earlier 

undertaken by large enterprises that needed outside support to complete substantial 

processes, such as assembling components, manufacturing sub-parts, etc. 

However, with time, it has become prevalent in all types and sizes of businesses in 

Adelaide, SA. 

It can be used to outsource various business processes, from payroll management 

and marketing to recruitment and production. While small businesses can hire 

freelancers, big entities usually enter into an offshore contract with service-providing 

companies. If you are thinking about business process outsourcing to help 

your business grow quickly, look at the pros and cons of the practice below. It 

will help you determine if it will be beneficial for your organisation or not. 

What Are the Advantages of Business Process Outsourcing? 

 
 
Business Process Outsourcing can prove advantageous for entrepreneurs who 

purchase a business for sale Adelaide in several ways. Let us look at them: 



1. Save Precious Business Capital 

Businesses continuously grapple with ever-expanding expenses. These affect the 

cash flow and profit-generation capabilities, leading to deficits. Hiring experienced 

workers in Adelaide can be expensive because the recruitment process can add to 

the costs. 

A skilled employee will have a higher remuneration expectation and may not be 

tempted to take the job offer unless the salary is lucrative. In addition, an in-house 

employee incurs several administrative and recurring costs, such as training, 

equipment, digital tools, benefits, etc. Conversely, outsourcing tasks to companies 

and individuals involves lower expenses. 

2. Outsourcing Improves Productivity 

Besides rising costs, businesses also face challenges because of a lack of talented 

workforce. It can take several months to hire a suitable candidate for a vacant 

position in the organisation, which can lead to losses. However, when you 

outsource significant processes, you can get the work done from experts. 

For example, if you hire a BPO to handle customer care calls, you can rest assured 

that all the customer queries and problems will be handled promptly. It may not be 

possible to handle the workload in-house with limited resources. However, a BPO 

can complete the task professionally. 

3. Frees Up Time to Focus on Important Tasks 

Outsourcing can help delegate cumbersome and time-consuming tasks to third 

parties, allowing workers to focus on other critical functions. It helps improve the 

overall efficiency of the business and enhances its core competencies since the 

senior management can work on creative strategies and innovation. 

It helps boost the work culture by offering the perfect work-life balance and reducing 

employee stress. They feel motivated to achieve goals and offer suggestions and 

ideas for business growth. 

4. Grow Business Quickly Without Resources 

Most entrepreneurs who purchase businesses for sale Adelaide wish to expand 

quickly. However, they do not have the human resources, technology and 

infrastructure to manage the load of increased orders. Business Process 

Outsourcing can help entities grow quickly without hiring a talented workforce and 

infrastructure development. 



They can outsource most business processes to third parties and achieve the 

expansion goals without hassles. It does not require buying equipment or hiring 

talent and expedites the scaling-up process. Businesses can get access to the best 

technology and skill set that can assist their progression. 

What Are the Weaknesses of Business Process Outsourcing? 

 
 

While outsourcing exhaustive tasks to third parties seems beneficial, it has some 

drawbacks that must be considered by entrepreneurs looking for business 

opportunities in Adelaide. These include: 

1. Data and Security Breaches 

Data theft becomes easy since most business information is shared online with the 

service providers to carry out the tasks. The BPO can leak confidential customer 

data or business information, leading to a financial crisis and a decline in sales. It 

can tarnish the brand's image and make it challenging to recover from the damage. 

Therefore, entrepreneurs should ensure that the company they hire to outsource 

their processes has a strict cyber security system. They must provide data 

protection facility and be held accountable for the safety of sensitive data. The 

contract signed with the BPO must mention the security policy for clarity. 

2. Miscommunication and Lack of Collaboration 

Small businesses opting for offshore BPOs to quickly expand their production and 

customer service capabilities can face communication-based challenges. These 



BPOs operate in different time zones, and the first language of the natives is not 

English, which creates hurdles in collaboration and information exchange. 

It is vital to check the past work of the BPO and their competence levels before 

signing a contract. Also, hiring a service provider within your state or country is 

better to avoid these problems. Language issues can affect customer service as 

well. Thus, it is better to be careful with the choice of the BPO. 

3. Offshore Outsourcing Requires Planning and Management 

When business owners who have acquired businesses for sale in Adelaide consider 

offshore outsourcing, they must understand that it comes with a lot of responsibility. 

They cannot simply pass the baton to a third party and forget about the work. They 

must carefully devise a plan for the process to complete, create workflows, prepare 

standardised procedures and set key performance indicators. 

They need to identify their budget for outsourcing and the timelines for completing 

tasks handed over to the BPO. They must constantly monitor the results provided 

by the service provider and follow up for deliveries to avoid delays. Quality 

assurance is another factor that can be affected by outsourcing and impact 

customer satisfaction levels. Thus, it is not as easy as it may sound. 

4. Unexpected Costs of Business Process Outsourcing 

Besides the agreed payment to be made to the BPO by the business for their 

services, there can also be some other costs. Most entrepreneurs forget about the 

legal expenses incurred by offshore outsourcing while signing the contract. Also, 

they can include terms in the contract that can include hidden costs that surface 

later and affect the cash flow. If there is a dispute with the BPO, the legal costs can 

further escalate. 

Running a business requires myriad resources, equipment, capital and 

management. Every aspect must work in tandem with each other to accomplish the 

goals. Businesses with limited resources can use business process outsourcing to 

reduce their burden. However, they must be careful of the challenges affecting their 

progress. 

IV. What are the Different Types of 
Business Process Outsourcing (BPO)? 



 

The business process outsourcing (BPO) industry size is projected to reach USD 

586.92 billion at a 9.6% CAGR by 2030, according to a Market Research Future 

report. BPO involves the delegation of specific business processes to external 

service providers, and results in high-end solutions at reasonable costs.  

The demand for business process outsourcing solutions has surged in recent years 

as businesses seek cost-effective solutions to meet their evolving needs. The report 

notes that popularity of outsourcing among enterprises of all sizes has played a 

significant role in this market’s growth, and that the COVID-19 pandemic further 

accelerated this trend.  

During the times of social distancing, organizations were compelled to embrace 

remote work to ensure business continuity and maintain resilience. 

The Multifaceted Nature of BPO 

BPO is a versatile solution that enables companies to delegate non-core tasks to 

external service providers, allowing them to concentrate on strategic initiatives. 

However, it’s essential to recognize that BPO is not a one-size-fits-all approach. It is 

a dynamic and continuously evolving industry that offers a wide range of specialized 

services tailored to specific business requirements.  

BPO has diverse dimensions, including customer support, IT outsourcing, finance 

and accounting, and more. Businesses seeking to optimize their operations need to 



understand what each service is comprised of so that they can select the best 

option for their needs. 

Common Types of BPO 

BPO can be categorized into different types based on the nature of the outsourced 

processes: 

Back-Office Outsourcing: This involves delegating internal administrative and 

support tasks to external service providers. These tasks typically include data entry, 

document processing, human resources (HR), payroll and benefits administration, 

supply chain management and other non-customer-facing activities. By entrusting 

these functions to an external service provider, businesses can reduce costs, 

improve efficiency, and ensure compliance with regulatory requirements. 

Experienced back office outsourcing providers have the necessary expertise and 

technology to handle these tasks effectively, allowing businesses to focus on their 

core competencies. 

Front-Office Outsourcing: Front-office outsourcing, also referred to as customer 

care or customer support outsourcing, involves entrusting customer-facing 

processes to external providers. This may include services like customer support, 

technical support, help desk services, order processing, telemarketing, and other 

customer-centric operations.  

By outsourcing front-office functions, businesses can enhance customer 

satisfaction, improve response times, and reduce overhead costs associated with 

maintaining an in-house customer support team. Service providers specializing in 

front-office outsourcing typically employ trained agents who deliver exceptional 

customer service on behalf of the client company. 

Knowledge Process Outsourcing (KPO): KPO refers to outsourcing high-value, 

knowledge-based tasks that require specialized domain expertise. KPO 

services typically require advanced analytical and research skills and are commonly 

used in industries such as finance, healthcare, and market research. It involves 

outsourcing processes that require advanced analytical and technical skills, such as 

research and development (R&D), data analytics, market research, legal services, 

content development, and intellectual property research. Search engine optimization 

(SEO) services also fall under the category of KPO.  

SEO requires expertise in various areas such as keyword research, content 

optimization, link building, and analytics for optimizing websites and online content 

to improve their visibility in search engine results and drive organic traffic. By 

outsourcing knowledge-intensive tasks to specialized service providers, businesses 



can access expert knowledge and insights without the need for extensive in-house 

expertise. 

IT Outsourcing (ITO): IT outsourcing involves contracting out IT-related functions 

and processes to external service providers. This may include services like 

application development and maintenance, infrastructure management, network 

operations, system integration, software testing, cybersecurity, and IT support.  

By leveraging ITO support, companies can mitigate the costs and time associated 

with hiring highly skilled IT staff, as the outsourced employees possess specialized 

knowledge in various IT areas such as cloud computing and cybersecurity.For 

organizations, especially those in growth stages, it is advisable to contemplate 

outsourcing certain aspects of their IT infrastructure to optimize their growth 

potential. IT outsourcing can generate significant value for an organization by 

enabling them to prioritize their core business strategies and operations. 

Finance and Accounting Outsourcing (FAO): This type of outsourcing involves 

delegating financial and accounting tasks to external service providers. These tasks 

can include bookkeeping, payroll processing, accounts payable and receivable, 

financial reporting, and tax preparation. FAO providers often have a team of 

qualified accountants and financial experts who can handle complex financial 

processes and provide valuable insights for business decision-making. By 

outsourcing finance and accounting functions, businesses can reduce costs, 

improve accuracy, and ensure compliance with financial regulations. 

Healthcare Process Outsourcing (HPO): This involves delegating various 

healthcare-related processes to external service providers. This may include 

medical billing and coding, medical transcription, medical claims processing, 

revenue cycle management, patient appointment scheduling, and telemedicine 

services. By outsourcing these processes, healthcare providers can streamline their 

operations, reduce administrative burdens, and improve patient care. HPO 

providers have a deep understanding of healthcare regulations and coding systems, 

ensuring accuracy and compliance in claim submission processes. 

Legal Process Outsourcing (LPO): This is a rapidly growing BPO sector. It 

involves the delegation of legal support services to external providers. LPO 

providers usually have a team of legal professionals with expertise in various 

domains, ensuring high-quality and timely delivery of legal services. Legal process 

outsourcing may include legal research, document review and drafting, contract 

management, litigation support, intellectual property management, compliance 

assistance, and other legal support tasks. By outsourcing legal processes, law firms 

and corporate legal departments can access specialized legal expertise, reduce 

costs and improve efficiency. 



 

Research Process Outsourcing (RPO): Research Process Outsourcing (RPO) 

refers to the outsourcing of specific research activities or tasks to external service 

providers. It involves the transfer of research-related processes to a third-party 

organization that specializes in conducting research on behalf of the client. RPO is 

commonly used in industries such as market research, scientific research, 

pharmaceuticals, and technology. With access to cutting-edge research tools and 

technologies, RPO providers have the ability to deliver accurate and insightful 

research outputs. 

In today’s fast-paced and interconnected world, business process outsourcing 

companies play a key role in helping organizations streamline their operations with 

innovative, cost-effective solutions and stay ahead of the competition. The different 

BPO categories may overlap and businesses can outsource multiple processes 

from different categories based on their specific needs and requirements. 

CONCLUSION 

Business process outsourcing is the act of using third-party service providers to 

carry out the processes of a business. These providers, referred to as vendors, are 

contracted for office operations. They ensure that office operations are 

accomplished and taken care of. This outsourcing can be done via offshore 

outsourcing using international vendors. It can also be done via onshore 

outsourcing with domestic vendors. 
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