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Case Study

Should You Build or Outsource Your 
Customer Service Operations?
FCR looks at the cost-benefit analysis of outsourcing.

I can remember it well. I was a customer service leader managing a vendor 
relationship with an outsourcer. Each month we received our invoice that showed 
the number of hours our outsourced agents worked multiplied by the contracted, 
fully loaded, hourly rate. This inevitably led to a discussion with the CFO as to why 
the rate paid to the outsourcer was so similar to the rate paid to our internal agents 
after factoring in salary, benefits, and taxes. 

This then begs the question: Are we really saving money by outsourcing our 
customer service? It’s a great question, and one that any leader who chooses to 
outsource should be able to answer. The problem that often exists is that 
an outsourcer presents clients with a neat and tidy, all-in bill for their 
services. Internally, however, it’s not nearly as straightforward to 
arrive at a comparable cost of customer service.

Build vs Buy
For many companies located in large metropolitan areas 
like New York, Los Angeles, and San Francisco, it only 
makes sense to grow their customer service team where 
competition for jobs, cost of living, and the average 
starting wage for customer service professionals is 
significantly lower. This is where the question of build 
versus buy comes into play.
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Is it more cost effective to outsource your customer service team or to build out 
your own remote contact center? Many companies located in the aforementioned 
cities are opting to build their own contact centers in slightly less populous, lower 
rent, but still cool cities like Austin, Las Vegas, Nashville, and Portland.

In reality, whether you choose to build out your contact center in-house or 
outsource it, the decision shouldn’t be taken lightly. The goal of this article isn’t 
necessarily to sway you either way, but to make sure you consider the pros and cons 
of both and make the best decision for your business.

Cost Breakdown
We need to first understand the major costs involved in building 
out a support team. If you choose to hire an outsourcer, they will 
most likely quote you a fully loaded, hourly rate per agent. Here are 
some of the things this hourly rate includes:

• Agent salary plus benefits and tax.

• Salaries for leaders including management, human resources, and IT.

• Cost of the monthly lease for the office building.

• Overhead like internet connectivity, utilities, and other expenses.

Let’s figure out how your hourly rate might look internally compared to what an 
outsourcer would quote you. This is going to require a few charts.

Team Size Assumptions
For the sake of this scenario, we need to make some assumptions about the size of 
the customer service team you’re housing. Let’s say you have a team of fifty agents. 
Your ratio of supervisors to agents might vary 
depending on the type of work the team is 
doing, but for a team of fifty, let’s assume you’ll 
need three supervisors, a manager for the team, 
and a director to run the whole center.

I’m also allotting for an HR Recruiter, IT 
Manager, and IT Helpdesk Support. The 
recruiter and helpdesk support roles are fairly 
junior in nature and assume that they’ll have 
additional management at headquarters to 
report to. Other HR-related functions like payroll and benefits probably aren’t 
handled by the recruiter so other supporting resources are required. The table to 
the right shows  a breakdown of your staff in the contact center.

Agent Wages
The biggest cost to consider is the labor of your fifty agents. Here are average hourly 
wages for customer service agents in the various cities. You can’t just consider 
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Number of Agents 50

Supervisors 3

Manager 1

Contact Center Director 1

HR Recruiter 1

IT Manager 1

IT Helpdesk Support 1

Total Employees 58



FCR Case Study: Should You Build or Outsource Your Customer Service Operations?

3

hourly wage on its own. It’s also important to factor in benefits and taxes. These 
can amount to anywhere from 25 to 40% of the employee’s salary. 1 An article from 
Forbes says it’s around 30% so let’s go with that number for this article.2
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Agent Hourly Wage
Location Austin, TX Las Vegas, NV Nashville, TN Portland, OR San Francisco, CA

Average Hourly Customer 
Service Wage*

$15.52 $16.26 $15.04 $16.57 $19.85

Hourly Wage + Benefits and 
Taxes (30%)

$20.18 $21.14 $19.55 $21.54 $25.81

*Average hourly customer service wage based on the median Customer Service Representative salary from Salary.com

Leadership Salary
The next cost to consider is the leadership needed to manage the team, human 
resources to recruit and hire, and IT to provide desktop support to set up 
workstations and keep them running.

In an effort to understand the average hourly cost of leadership per agent, I first 
figured out their salary plus benefits and tax using that 30% figure from before. I 
then figured out the hourly rate and divided that by fifty agents. Here’s what it looks 
like.

Hourly Salary + Benefits + Tax Rate
Location Austin, TX Las Vegas, NV Nashville, TN Portland, OR San Francisco, CA
Supervisors $36.26 $37.99 $35.13 $38.71 $46.39

Manager $51.62 $54.08 $50.02 $55.11 $66.04

Contact Center Director $80.56 $84.40 $78.06 $86.00 $103.08

HR Recruiter* $32.03 $33.56 $31.04 $34.20 $40.98

IT Manager $72.39 $75.84 $70.14 $77.28 $92.62

IT Help Desk Support $29.59 $31.00 $28.67 $31.59 $37.86

Hourly Cost Per Agent
Supervisors (3) $2.18 $2.28 $2.11 $2.32 $2.78

Manager (1) $1.03 $1.08 $1.00 $1.10 $1.32

Contact Center Director (1) $1.61 $1.69 $1.56 $1.72 $2.06

HR Recruiter (1) $0.64 $0.67 $0.62 $0.68 $0.82

IT Manager (1) $1.45 $1.52 $1.40 $1.55 $1.85

IT Help Desk Support (1) $0.59 $0.62 $0.57 $0.63 $0.76

Hourly Leadership Cost per Agent $7.50 $7.86 $7.27 $8.01 $9.60
All salary data is the median figure from Salary.com      *HR Recruiter is the Human Resources Generalist 1 on Salary.com

You’re looking at an hourly cost between $7.27 and $8.01 for leadership per agent 
to manage your team of fifty. 
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Cost of Facilities
The next cost to consider is your contact center space. To house fifty-eight 
employees you need to allot a certain amount of square footage per 
employee. Herman Miller suggests somewhere between 90 and 140 
square feet per employee whereas another suggests around 
150 square feet.3  So, for this study, let’s go with 125 square 
feet per employee. 

This means you’re going to need a facility that’s 
approximately 7,250 square feet — and this is a very 
modest figure, not accounting for any growth of the team. 
If you account for room to grow, that extra, potentially unused space, costs money 
too. Let’s look at the cost of the facility per employee converted into an hourly rate 
based on square footage prices for office space in the various cities.
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Cost of facilities
Location Austin, TX Las Vegas, NV Nashville, TN Portland, OR San Francisco, CA

Annual Cost per SqFt* $23.11 $16.48 $20.57 $21.43 $80.22

Monthly Cost per SqFt $1.93 $1.37 $1.71 $1.79 $6.69

SqFt per employee 125 125 125 125 125

Monthly Facility Cost per 
Employee

$240.73 $171.67 $214.27 $223.23 $835.63

Hourly Facility Cost per 
Employee

$1.39 $0.99 $1.24 $1.29 $4.82

*Annual square footage prices from http://www.loopnet.com/

The hourly cost per agent of your facility ranges between $0.99 and 
$1.39 and is a bargain compared to San Francisco at $4.82. I’d be 
remiss if I didn’t mention that some companies might opt to purchase 
their facility, seeing it as an investment opportunity in a growing 
market. While it’s certainly an option, it’s not something we’ll address 
further in this article.

Total hourly cost
Location Austin, TX Las Vegas, NV Nashville, TN Portland, OR San Francisco, CA

Combined Hourly Cost of 
Agents, Leadership, and 
Facilities.

$29.06 $29.99 $28.05 $30.83 $40.22

Wages + Leadership + Facilities
It’s time to roll agent wages, leadership, and facilities into a total hourly rate.

http://www.loopnet.com/
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Your all-in rate will hover right around $30 per hour per agent 
which is a significant savings over building out your contact 
center in San Francisco. You might be tempted to compare 
this hourly cost to a quote from an outsourcer, but we’ve still just 
accounted for a handful of the largest costs. These are some of the 
smaller ongoing items that also add up:

• Utilities (Water, Electrical)
• Internet Connectivity
• Insurance
• IT equipment
• Parking
• Marketing
• Custodial

There’s more than this, but you get the picture that these costs are not insignificant 
and must be considered.

Building and Furnishing a Contact Center
Next we need to consider the capital expenditure required to build out and furnish 
a contact center, assuming you don’t already have a facility ready to go. Here’s a 
breakdown of construction costs by city for your 7,250 square foot facility.
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Construction Cost
Location Austin, TX Las Vegas, NV Nashville, TN Portland, OR San Francisco, CA

Construction cost per square 
foot.

$75.65 $98.47 $82.96 $99.06 $117.82

Project cost for 7,250 SqFt $548,463 $713,908 $601,460 $718,185 $814,195

All estimated construction costs taken from BuildingJournal.com

Once the build out is complete, we need to furnish 
each office and workstation with a desk, chair, 
monitors, and a computer. Let’s assume a modest 
figure of $3,000. My figure doesn’t factor in a 
Macbook Pro or a $1,000 Herman Miller desk chair.

There’s one more thing to consider as you’re 
thinking about the build out and that’s managing 
the project itself. I spoke with Ken Averett, FCR’s 
Director of Facilities, and he showed me the list of three hundred plus things to 
consider when building a contact center. It can’t be emphasized enough that this is a 
large scale project that needs to be managed and will require the expertise of a project 
manager or an external consultant to complete on time and on budget.
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Other Major Considerations
Now that we’ve covered some of the one-time costs of building out a contact center 
along with the hourly rate of maintaining a customer service team in a given city, let’s 
look at a few intangibles to consider when making your decision.

• Time
Depending on the stage of your company and your 
ever growing customer service team, time may not be a 
luxury. To give you a frame of reference, FCR can ramp up a 
customer service team in as little as 30 days. Building out and 
staffing a contact center takes much longer.

• Expertise
People who can build out a contact center aren’t a dime a dozen. 
An experienced outsourcer has the expertise to know what to 
consider when building it out. They also likely already have the 
center built.

• Scale
Similar to time, growth is a huge factor. 
At an outsourcer like FCR, we have 
multiple locations which means 
that if your team outgrows one site, 
we can grow into another site, and 
benefit from multiple labor pools to 
draw talent from.

• Available Workforce
While Portland, Las Vegas, 
Austin, and Nashville are 
cities that companies 
are trending toward, 
there’s real science behind 
selecting the right location 
for a contact center. One factor to 
consider is the saturation of contact 
centers in a particular city. As a 
particular market becomes more 
saturated with contact center jobs, it 
becomes more difficult to hire and puts 
more pressure to compete over wages. 
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Conclusions
A final consideration when building versus outsourcing, and it’s a big one, is culture. Our 
clients and potential clients have told us that they want to rest assured that their culture 
of great customer service won’t suffer when they outsource. They want to know that 
the satisfaction of their customers won’t completely nosedive when it’s no longer under 
their roof.

Our response to this very valid concern is to open our doors to our 
clients and welcome them into our centers, giving them complete 
access to their team whenever they want. We find over and 
over again on our most successful programs that while our 
agents work for FCR (and are proud of it) they also 
take great pride in the client they work for and the 
customers they serve. This only happens with great 
culture and a strong relationship with the client.

All things considered, on paper it’s a no brainer to 
move customer service out of major metropolitan 
areas like San Francisco, New York, and Los Angeles. 
Whether you choose to outsource or build out your own 
contact center, there’s clear cost savings to be had. As 
you weigh the pros and cons of each, you may find that the 
comparison is close. Be sure to weigh in the convenience 
of an outsourcer that has a facility that’s already built and a 
motivated and talented workforce that’s eager to partner with 
you to take your customer experience to new heights.
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About FCR
FCR is the premier provider of outsourced live agent call center and business 
process solutions. All of our operations reside within the United States in the Pacific 
Northwest. We provide a wide range of outsourced contact center, business process 
and social networking solutions to industries that include the high tech, internet, 
e-retail services, telecom, healthcare, finance, travel, transportation, insurance and 
various sectors of the new economy. Our specialty is creatively working alongside 
our clients’ existing operations and support desks, helping to fill in sales, service and 
support gaps like phone, email, web chat, social media, and back office process.

Our mission is to provide innovative 
support for innovative companies. 
We strive to provide the highest 
possible quality at the lowest cost 
to our clients. To accomplish that 
we are building a new class of high 
quality, domestic based contact and 
business process outsourcing centers 
right here in the United States. With 
6 contact centers across the state 
of Oregon, and 1 in Montana, FCR 
operates facilities in the communities 
of Roseburg, Grants Pass, Coos Bay, 
Veneta, Eugene, and Independence, 
Oregon, and Great Falls, Montana. 
Our centers are filled with the most dedicated and creative colleagues who help take 
our client’s business to the next level. 

We target extraordinary, cutting edge, and unique companies that are changing 
the way business works and who we believe are a match for our unique culture. 
FCR matches these programs with our highly motivated, collaborative operational 
and support teams to create what we refer to as “co-sourcing” environments, in 
which our clients, our colleagues and our communities are aligned towards a single 
common goal of building best in class outsource solutions. FCR currently supports 
more than 60 clients and employs over 1,600 colleagues. We are changing the 
face of the outsourcing industry one call, email, instant message, text, and video 
conference at a time.

For more information about FCR and how we can help your business, please visit our 
website at gofcr.com, or email us at info@gofcr.com. We’ll be happy to discuss how 
we can take your customer service to the next level.
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