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The paper examines the rationale of outsourcing in multimedia marketing 
and how third party providers operate and position themselves in this 
business model. A combination of attributes serves as important 
considerations in the success of an outsourcing operation. These critical 
success factors (CSFs) include reputation and credibility, locations, market 
experience, quality and scope of services, speed and flexibility of 
implementation, technological expertise, price (cost), and contractual 
terms. The case method approach is employed to better understand the 
situational dynamics in the industry. First, an analysis of market structure 
and competition is performed. Second, an examination of client profile and 
key performance indicators (KPIs) is conducted.  

As profit-oriented entities, income sustainability is an important 
measure of operational viability and business continuity for outsourcing 
firms. The results indicate uncertainty in income sustainability. Several 
factors contribute to this including the cyclical nature of client business, 
fragmented markets, intense competition among market players, strong 
bargaining power of large client firms and idle capacity risk. 

 
Introduction 
 
Cyclical, marginal, volatile – these words characterize the air travel 
business and at the same time, summarize the challenges faced by 
industry stakeholders. Demand for air travel is prone to seasonal 
variations and economic cycles. It is also sensitive to changes in oil prices 
as well as security and safety threats. Add to these the capital intensive 
and high fixed cost structure tied to aircraft acquisition resulting to 
minimal profits and low return on investments for airline firms.  

In order to survive, many firms turn to outsourcing to better manage 
revenues and control costs. Outsourcing of multimedia marketing to third 
party providers increased together with the rapid growth of low cost 
airlines, capitalizing on their frequent need to reach out to clients and 
engage potential customers using the internet and social media sites, 
telemarketing, radio, print media, and television to advertise seat sales 
and last minute discount deals, for instance.  
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The paper examines the rationale of outsourcing in multimedia 
marketing and how third party providers operate and position themselves 
in this business model. The case method approach is employed to better 
understand the situational dynamics in the industry. In next section, 
extant literature is presented. This is followed by an analysis of market 
structure, competition, client profile and key performance indicators 
(KPIs). The last section is the conclusion.  

 
Extant Literature 
 
Business process outsourcing involves contracting with an external 
organization to take primary responsibility for providing a business 
process or function. Companies initially used outsourcing to achieve costs 
savings in transaction-intensive, back office business processes. Today, in 
addition to cost savings, adoption of outsourcing is driven by opportunities 
to improve a wide range of business processes and quality of service with 
a desire to outsource “non-core” activities so that management can focus 
internal resources on core products and services (Ishtiyaque et al., 2014). 

In addition, companies that enter into cooperative alliances with 
outsourced services providers benefit from cost savings as a result of 
economies of scale (Rugman, 2009: Hitt et al., 2000). This becomes 
possible as contact centers leverage best practices in activities that they 
do best that is, the “non-strategic” processes of their clients. However, as 
the lines separating core and “non-core” services fade, the BPO market 
has widen to encompass several functionally oriented sub-markets, such 
as customer management, human resources e.g., training, payroll and 
benefits processing, procurement, logistics, finance and accounting, sales 
and marketing, engineering, and facilities management.  

Since the trend began in the mid 1980s, outsourced customer 
interaction has evolved dramatically. The service mix at the onset was 
comprised primarily of phone-based services for outbound customer 
acquisition and level-one customer service (Hedge, 2012). Now, in 
addition to these traditional outsourced services, the industry supports 
multi-tiered inbound customer support and technical helpdesk services, 
business process solutions, and professional services (Batt et al., 2007; 
Norman, 2005). 

The industry has metamorphosed from supporting low technology, 
single-facility environments to one that provides leading edge technology 
solutions for multi-national corporations in multi-center settings. 
Nowadays, companies are increasingly focused on optimizing their brands 
through differentiated customer service, and on increasing the value of 
their customer relationships (Alava, 2006). Fueling this trend is the 
continued growth in consumer use of the Internet and e-mail, and the 
increasingly remote nature of customer interactions (Gans et al., 2002). 
Companies now face a business imperative to deliver consistent levels of 
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quality customer service regardless of the channel of communication 
chosen. 

Outsourced customer management activity is becoming central to the 
way leading organizations choose to enhance customer loyalty and 
retention. Corporations are increasingly shifting key businesses from 
internal operations to outsourced partners. This is affirmed by several 
case studies published by leading research analysts that illustrate how the 
outsourced contact center industry has provided corporations with 
improved financial returns and higher end customer satisfaction. 

After a period of stabilization in 2012 to 2013, contact center 
outsourcing is once again seeing growth (higher than four percent in 
2014). International Data Corporation (IDC), a respected industry analysis 
group, estimates that worldwide contact center business will grow from 
$45 billion in 2004 to $200 billion in 2017. All the other industry sources 
(Datamonitor, Forrester Research, etc.) are forecasting annual growth of 
more than 10 percent over the next five years. 

There is an increasing trend towards shifting operations to neighboring 
countries or overseas (Aksin et al., 2007). In the area of customer service 
in particular, many companies are moving business processes to providers 
with nearshore and offshore delivery capabilities. India currently leads the 
pack in offshore outsourced services but countries like China, Vietnam and 
those in Central Eastern Europe and Latin America are making significant 
inroads (Campbell, 2015; Hedge, 2012). 

 
Case Method and Industry Analysis 
 
The specific case of outsourcing firms catering to the air travel business is 
examined. A majority of the firms have operations in the Visegrad-4 
countries. The firms provide multimedia marketing services where they 
reach out to clients’ customers using the internet and social media sites, 
telemarketing, radio, print media, and television, e.g., to advertise seat 
sales and last minute discount deals. These are in addition to other 
business processing services that some of the outsourcing firms have 
expanded into.  
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Market Dynamics and Competition 
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Figure 1: Market Share of Top 5 Players 
(2017)

 
 
While outsourcing shows no signs of letting up at least in the near term, 
the multimedia marketing outsourced market remains highly fragmented 
as ever. In 2017, the top ten players had a combined market share of just 
19 percent. Of these, the top five cornered 15.6 percent (see Figure 1 for 
details). The two biggest players, both diversified firms, cornered a 
measly 4.5 percent and 3.2 percent of total revenues. This structure 
partly explains the wave of consolidation currently sweeping the industry. 
Most of the bigger players are actively buying up smaller providers in 
similar or related services. The biggest firm for instance, went for related 
diversification in the first quarter of 2017. It acquired two smaller 
outsourcers providing specialized customer management services. On the 
other hand, some are going against the trend. In 2015, the fifth biggest 
firm took a radical step when it sold the majority of its Marketing Services 
Division (this segment includes businesses engaged in call center training, 
brand strategy and design, and other promotional services), one of the 
company’s two major divisions, to focus solely on its contact center 
business. The company is now stepping up attention to its new role as a 
“contact center specialist” in an industry noted for its diverse range of 
services. 

In a highly fragmented market with no player staking a dominant claim, 
opportunities beckon for would be entrants. The attractiveness of the 
industry is affirmed by the entry of big names such as International 
Business Machines (IBM), Accenture and Siemens. These firms have all 
established business divisions to cash in on the outsourced marketing 
trend. The prospects for growth coupled with minimal entry barriers (both 
resource and regulation wise), proved too tempting for firms to ignore. 
This is especially true with companies in related industries. With so many 
players, the industry has steadily become a buyers’ market. In a paradigm 
shift, suppliers become competitors and even transition as 
“complementors” in some cases. In the European market in general, we 
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see this strategy with Telekom, Telenor and Vodafone. These 
telecommunications firms are some of the largest supplier of voice, data, 
fiber optic, and Internet connectivity to outsourcing firms in the European 
Union. At the same time, it directly competes with clients for outsourced 
customer management services through local subsidiaries and affiliates. 
Another salient feature of the industry is how often direct competitors 
become “complementors” to each other. This is of course, facilitated 
through cooperation. Case in point: large outsourcing contracts where the 
winning bidder subcontracts parts of the project to rivals (oftentimes, its 
fellow bidders to the contract). On the other end of the value network, 
even clients can become potential competitors.  

For multimedia marketing outsourcing providers, competitors can 
broadly be classified into two: (1) the in-house customer management 
operations of existing and potential clients and (2) fellow third party 
vendors that provide customer services on an outsourced basis. 
Additionally, new entrants, niche players, as well as forward and backward 
integrated companies, can capture segments of the industry by developing 
new systems or pioneering new services that could impact on existing 
players’ market potentials.  

 
Digital Marketing Services 
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Figure 2: Digital Marketing Clients by Revenues 
(2017)

 
 
In recent years, the fastest growing segment of the industry has been in 
digital marketing services. These services normally include social media 
marketing, content marketing, search engine optimization (SEO), search 
engine marketing (SEM), pay-per-click advertising (PPC), affiliate 
marketing and email marketing, in addition to the more traditional radio, 
print, and television advertising. The top five players currently provides 
services to twenty eight clients in a variety of air travel related segments, 
including travel and hospitality accommodation, logistics and freight, and 
packaged tours. Figure 2 shows that in 2017, the largest customers were 
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airline firms (31%), followed by accommodation providers (26%) and 
packaged tours providers (12%). Combined, the three customer groups 
accounted for 69 percent of total revenues for the said year. The 
remaining account is composed of government tourism agencies (8%) and 
various one-time clients (23%), mostly micro and small enterprises, like 
restaurants, souvenir shops, and land transport operators. 

 
Key Performance Indicators 
 
Industry research practice uses several operating variables for outsourcing 
firms. The so-called critical success factors include reputation and 
credibility, locations, market experience, quality and scope of services, 
speed and flexibility of implementation, technological expertise, price 
(cost), and contractual terms. The said factors serve as important inputs 
that influence key performance indicators in the industry such as revenue 
and profit growth, profit margin, and operational capacity.  
 

 
 

The multimedia marketing outsourced segment is a buyers’ market as 
clients have the bargaining power to dictate lower prices. Client firms are 
bigger in size and fewer in number relative to the big number of 
outsourcing providers which are mostly small and medium sized firms. 
Figure 3 shows how revenues has grown unevenly for market players due 
to low shifting costs which encourages hypercompetitive behavior for 
outsourcing firms in order to retain customers. 

As profit-oriented entities, income sustainability is an important 
measure of operational viability and business continuity for outsourcing 
firms. As shown in Figure 4, three of the top five players are in the red. By 
2016, two of them still have negative profits compared to one firm in 
2017. Profit growth is uneven for all players in the study primarily due to 
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cost pressures resulting from intense competition and the lack of scale for 
most players as a result of the fragmented nature of the business.  
 

 
 

The highly competitive nature of the said industry means that 
outsourcing firms absorb cost pressures from client companies. This is 
evident in Figure 5 where the low profit margins of the leading market 
players are shown. The top four players are even worse off. Their profit 
margin ranges from -5 percent to +5 percent in 2017. In contrast, the 
fifth biggest player is enjoying a profit margin of close to twenty percent. 
Its business strategy to be a focused player or a specialist, as opposed to 
the diversified business model of the other four players, is paying off.  

However, as a specialist in just one type of service, telemarketing, the 
firm is exposed to higher concentric risk which can reduce income 
sustainability as it is dependent on just one revenue source compared to 
its bigger and more diversified rivals.  
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Note: Bubble size represents operational capacity (workstations) 
 

In terms of operational capability, the number of available workstations 
determines how easily industry players can expand operations in 
anticipation of a demand surge. The market leader experienced the 
biggest increased in capacity as it acquired two smaller rivals in 2017. 
There is an observed positive correlation between revenues and 
operational capacity. The correlation, however, shifts to negative between 
profit margin and operational capacity in the event of idle capacity 
resulting from slower customer take-up and faster capacity expansion. 

 
Conclusion 
 
The leading market players use different business models. A majority 
follows a diversified service approach with the exception of one focused 
player which specializes in telemarketing. The choice of business model 
has a profound impact on the sustainability of these firms. As profit-
oriented entities, income sustainability, in particular, is crucial to the 
operational viability and business continuity of outsourcing firms. 

The study shows that the market structure and competitive dynamics in 
the industry has resulted to cost pressures and low profitability for most of 
the players. Income sustainability has been negatively affected by: (1) the 
cyclical nature of client business, (2) fragmented markets, (3) intense 
competition among market players, (4) strong bargaining power of client 
firms, and (5) idle capacity risk. 

The adverse effects on income sustainability can be on revenue, profit 
margin and operational capacity. There is uneven revenue growth with 
fast diversifying market players reaping the benefit of increased scale 
while negative to low profit margins affect most of the players. Increased 
costs from idle capacity are also imminent as competition further 
intensifies. New entrants, niche players, as well as forward and backward 
integrated companies, can capture segments of the industry by developing 
new systems or pioneering new services that could negatively impact on 
existing players’ market shares. 
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