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OUTSOURCING Inc., hereinafter the Company or the OS Group, announced its Q1 FY12/14 

financial results, and Trias Corporation conducted an interview with Chairman and CEO Haruhiko 

Doi. The following is a summary of the interview. 

 

Summary of Q1 FY12/14 Consolidated Financial Results 

Despite the impact from heavy snowfall in February causing supply chain disruptions and ongoing 

depressed conditions for the electronics industry, the business environment in the Q1 was 

extremely brisk. In addition to the economic recovery under Abenomics, frontloaded demand ahead 

of the consumption tax hike drove production increases for the transport equipment sector. 

Aggressive new model launches with a view toward stimulating demand after the consumption tax 

hike also drove growth in the transport equipment sector, and contributed largely to increased 

orders for Manufacturing Outsourcing Business. 

In addition, legislative reforms aimed at relaxing the Worker Dispatching Act essentially accelerated 

the structural shift in how makers are responding to needs for increased workers, specifically 

shifting from seasonal workers directly employed by makers, which has been the mainstream since 

the financial crisis, to temporary placement (worker dispatching), resulting in a sharp increase in 

demand for temporary placement. Given the recent trend toward vertical start-ups requiring 

immediate short-term response for increased hiring, numerous vendors are competing fiercely to 

win new business, which has caused a sharp rise in hiring cost over the last 12 months. 

Management has made a conscientious decision not to be drawn into this competition for acquiring 

human resources, and is rolling out a new scheme for going after temporary placement business on 

a large, systematic basis, which we introduce in the TOPIC section. 

For Engineering Outsourcing Business, which management has been strategically strengthening for 

being less susceptible to the business cycle and high volatility of domestic manufacturing, in 

addition to seeing favorable growth from IT-related, demand from the transport equipment sector 

was also strong, resulting in high growth. 

For Overseas Business, Thailand domestic production has experienced a negative impact from 

political turmoil and demonstrations, and a number of other ASEAN countries have seen slower 

growth, however, the Company’s principle Japanese maker clients are generally increasing 
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production, excluding Thailand. Also, India was added during the Q1, and along with an increase in 

the number of workers, sales grew sharply. 

As can be seen from Table 1 below, Q1 net sales rose 32.4% YoY, and operating income rose 

¥498mn from the operating loss last year to ¥309mn in the black. Table 2 below shows Q1 results by 

operating segment. Despite the heavy snowfall impact, net sales rose both YoY and QoQ. 

 
 【Table 1】 Summary of Q1 FY12/14 Consolidated Financial Results 
(¥ mn)

Q1
Actual

Q2
Actual

Q3
Actual

Q4
Actual

Q1
Actual YoY

Net sales 10,415 11,017 12,176 13,774 13,788 32.4%
Gross profit (loss) 1,759 2,176 2,436 2,908 2,646 50.4%

Gross profit margin 16.9% 19.8% 20.0% 21.1% 19.2% -
SG&A expenses 1,948 1,986 2,036 2,107 2,337 20.0%

SG&A expenses ratio 18.7% 18.0% 16.7% 15.3% 17.0% -
Operating income (loss) (188) 189 400 801 309 black 

Operating income margin -1.8% 1.7% 3.3% 5.8% 2.2% -
Ordinary Income (loss) (191) 230 435 882 329 black 

Ordinary income margin -1.8% 2.1% 3.6% 6.4% 2.4% -
Net income (loss) (121) 151 303 788 193 black 

Net income margin -1.2% 1.4% 2.5% 5.7% 1.4% -
Source: Company IR materials

FY12/14FY12/13

 
 【Table 2】 Summary of Q1 FY12/14 Consolidated Results by Operating Segment 

(¥ mn)
Q1

Actual
Q2

Actual
Q3

Actual
Q4

Actual
Q1

Actual YoY
Net sales 10,415 11,017 12,176 13,774 13,788 32.4%

Manufacturing Outsourcing 4,891 5,133 5,704 6,538 6,101 24.7%
Engineering Outsourcing 3,882 3,934 4,474 4,876 5,116 31.8%
Administrative Outsourcing 164 154 146 137 147 -10.4%
Recruitment and Placement 38 103 159 184 162 326.3%
Overseas 1,513 1,799 1,802 2,422 2,518 66.4%
Others 48 45 54 41 63 31.3%
Internal transfer (123) (153) (165) (426) (322)  - 

Operating income (loss) (188) 189 400 801 309 black 
Manufacturing Outsourcing (255) 100 137 555 52 black 
Engineering Outsourcing 112 55 280 294 293 161.6%
Administrative Outsourcing 45 36 41 15 10 -77.8%
Recruitment and Placement 15 11 37 65 77 413.3%
Overseas (18) 57 40 (58) (7) -
Others 5 0 (1) 2 6 20.0%
Elimination (93) (71) (135) (73) (123) -

Operating income margin -1.8% 1.7% 3.3% 5.8% 2.2% -
Manufacturing Outsourcing -5.2% 1.9% 2.4% 8.5% 0.9% -
Engineering Outsourcing 2.9% 1.4% 6.3% 6.0% 5.7% -
Administrative Outsourcing 27.4% 23.4% 28.1% 10.9% 6.8% -
Recruitment and Placement 39.5% 10.7% 23.3% 35.3% 47.5% -
Overseas -1.2% 3.2% 2.2% -2.4% -0.3% -
Others 10.4% 0.0% -1.9% 4.9% 9.5% -

Source: Compiled by Trias Corporation from Company IR materials

FY12/13 FY12/14
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The primary growth drivers of sales on both a YoY and QoQ basis were Engineering Outsourcing 

and Overseas Businesses. According to the Company, in Engineering Outsourcing, in addition to 

IT-related posting strong growth on the back of urban redevelopment projects, system renewal and 

upgrade orders, big data-related work etc., demand from the transport equipment sector was also 

brisk. Engineering Outsourcing operating income rose 161.6% YoY to ¥293mn, accounting for 

67.8% of the total before elimination (¥432mn), with a high operating income margin of 5.7%.  

Table 3 below shows that Q1 results came in ahead of the initial company guidance, with net sales 

coming in slightly ahead by 0.6% and operating income overshooting by 24.1%. An important driver 

of this was Engineering Outsourcing exceeding sales guidance by 3.7% and operating income by 

20.6%. The Company noted that the relative slowdown in Administrative Outsourcing handled by 

group subsidiary ORJ, and simultaneous sharp pickup in Recruitment and Placement staff 

introductions is simply a reflection of the shift in maker structural reform priorities mentioned earlier. 

Total net sales and operating income of these two segments taken together are still posting strong 

growth. 

 【Table 3】 Q1 FY12/14 Results Exceeded Initial Plan 

(¥ mn)
Q1

Forecasts
Q1

Actual
Net sales 13,712 13,788 76 0.6%

Manufacturing Outsourcing 6,065 6,101 36 0.6%
Engineering Outsourcing 4,935 5,116 181 3.7%
Administrative Outsourcing 134 147 13 9.7%
Recruitment and Placement 117 162 45 38.5%
Overseas 2,567 2,518 (49) -1.9%
Others 55 63 8 14.5%
Internal transfer (162) (322) (160) -

Operating income (loss) 249 309 60 24.1%
Manufacturing Outsourcing 3 52 49 -
Engineering Outsourcing 243 293 50 20.6%
Administrative Outsourcing 10 10 0 0.0%
Recruitment and Placement 24 77 53 220.8%
Overseas 19 (7) (26) -
Others 1 6 5 -
Elimination (54) (123) (69) -

Source: Compiled by Trias Corporation from Company IR materials

 Q1 Actual - Q1 Forecasts
　　Amount　　　　　Ratio

FY12/14

 

 
Table 4-1 on the next page shows the quarterly trend of the sales breakdown by industry, and Table 

4-2 on page 5 shows the trend of the ratio in total net sales. For Electrical & Electronics, clearly 

there was a benefit of frontloaded demand ahead of the consumption tax hike, however, according 

to the Company, with the exception of auto-related and smartphone components, the overall trend is 

still poor, and the outlook is not improving. Management is strategically targeting to convert skilled 

workers leaving the electronics industry to growth sectors like transport equipment. Demand from 
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the transport equipment sector remains brisk, with auto makers aggressively rolling out new hybrid 

models, and the mini vehicle market is expected to remain firm ahead of the hike of the mini vehicle 

ownership tax scheduled for the end of this year. The Company notes that relative to cautious views 

about post tax hike consolidation, the actual retrenchment has been much shallower than initially 

expected, and makers are all revising up 1H production plans.  

Metals & Construction Materials is currently experiencing effects from the consolidation in 

condominium projects (frontloaded demand through last September to qualify for the old tax rate), 

and some delays in progress of domestic projects due to the severe labor shortage, however, the 

medium-term outlook remains quite favorable, given the wealth of redevelopment projects in the 

pipeline ahead of the Tokyo Olympics, strengthening ageing domestic infrastructure etc., and 

underlying demand for condominiums remains strong, so condominiums will likely accelerate again 

ahead of the next hike in the consumption tax in October 2015. 

The key takeaway from these two tables is that relative to the high volatility in domestic 

manufacturing, Engineering Outsourcing Business is achieving consistent, steady growth, driven by 

high growth in the three new diversified fields of IT-related, Construction & Plant-related, and 

After-sales Maintenance service for electrical appliances, as well as high growth in Overseas 

Business.  

 
 【Table 4-1】 Q1 FY12/14 Sales Breakdown by Industry (Amount) 

(¥ mn)
Q1

Actual
Q2

Actual
Q3

Actual
Q4

Actual
Q1

Actual YoY
Manufacturing Outsourcing 4,834 5,033 5,598 6,346 5,967 23.4%

Transport Equipment 1,355 1,532 1,730 1,940 2,015 48.7%
Electrical & Electronics 1,049 965 1,056 1,087 1,407 34.1%
Pharm. & Chemicals 897 888 934 980 948 5.7%
Metals & Construction Materials 675 642 629 618 521 -22.8%
Foods 378 375 405 457 394 4.2%
Others 478 628 843 1,261 680 42.2%

Engineering Outsourcing 3,850 3,917 4,451 4,861 5,095 32.4%
Transport Equipment 1,126 1,174 1,332 1,492 1,544 37.1%
Electrical & Electronics 532 552 576 638 684 28.5%
Pharm. & Chemicals 213 195 215 206 211 -0.8%
Metals & Construction Materials 1 3 3 4 16 -
Others 525 550 665 703 497 -5.4%
IT-related 1,344 1,295 1,432 1,602 1,913 42.3%
Construction & Plant-related 72 93 129 146 141 94.0%
After-sales Maintenance 34 51 96 65 87 152.8%

Overseas 1,482 1,766 1,767 2,204 2,353 58.8%
Source: Company IR materials

FY12/13 FY12/14
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 【Table 4-2】 Q1 FY12/14 Sales Breakdown by Industry (Ratio) 
FY12/14

Q1
Actual

Q2
Actual

Q3
Actual

Q4
Actual

Q1
Actual

Manufacturing Outsourcing 46.4% 45.7% 46.0% 46.1% 43.3%
Transport Equipment 13.0% 13.9% 14.2% 14.1% 14.6%
Electrical & Electronics 10.1% 8.8% 8.7% 7.9% 10.2%
Pharm. & Chemicals 8.6% 8.1% 7.7% 7.1% 6.9%
Metals & Construction Materials 6.5% 5.8% 5.2% 4.5% 3.8%
Foods 3.6% 3.4% 3.3% 3.3% 2.9%
Others 4.6% 5.7% 6.9% 9.2% 4.9%

Engineering Outsourcing 37.0% 35.6% 36.6% 35.3% 36.9%
Transport Equipment 10.8% 10.7% 10.9% 10.8% 11.2%
Electrical & Electronics 5.1% 5.0% 4.7% 4.6% 5.0%
Pharm. & Chemicals 2.0% 1.8% 1.8% 1.5% 1.5%
Metals & Construction Materials 0.0% 0.0% 0.0% 0.0% 0.1%
Others 5.0% 5.0% 5.5% 5.1% 3.6%
IT-related 12.9% 11.8% 11.8% 11.6% 13.9%
Construction & Plant-related 0.7% 0.8% 1.1% 1.1% 1.0%
After-sales Maintenance 0.3% 0.5% 0.8% 0.5% 0.6%

Overseas 14.2% 16.0% 14.5% 16.0% 17.1%
Note: Column sums don't total 100% due to other domestic business (auto racing parts etc)
Source: Company IR materials

FY12/13

 
 
 【Graph 1】 Sales Composition Changing Dramatically Driven by High Growth in 

Engineering Outsourcing and Overseas Businesses 
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Source: Compiled by Trias Corporation from Company IR materials 

Graph 1 above shows that Manufacturing Outsourcing Business accounted for 60.4% of net sales in 

1Q12, which has declined to 43.3% in 1Q14. At the same time Engineering Outsourcing Business 

rose from 26.4% to 36.9%, and Overseas Business rose from 9.8% to 17.1%, respectively, over the 

same period. This is a dramatic change in the sales composition in just 2 years, and reflects 
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management’s steady orchestration of its basic policies aimed at focusing on domestic growth 

sectors in manufacturing, targeting the conversion of skilled workers leaving industries where “Made 

in Japan” is no longer internationally competitive, devoting resources to new growth sectors less 

susceptible to the business cycle and high volatility of the busy/slack manufacturing swings, as well 

as building out an Asian staffing network to capture the workforce mobility needs of its top clients 

who are aggressively expanding production bases throughout the region. 

Table 5 and Graph 2 below highlight the fact that the number of Overseas Production (Prod.) 

Outsourcing worksite employees exceeded Domestic Manufacturing (Mfg.) Outsourcing worksite 

employees in 1Q14. Also, it is not the case that Domestic Mfg. Outsourcing Business is declining, 

rather, that Engineering Outsourcing and Overseas Businesses are growing at higher rates. 

 
 【Table 5】 Q1 FY12/14 Employees/Workers on Duty at Client Premises 

(No. of employees/workers)
Q1

Actual
Q2

Actual
Q3

Actual
Q4

Actual
Q1

Actual YoY

Manufacturing Outsourcing No. of worksite employees
at term-end 5,313 5,969 6,442 6,351 6,197 16.6%

Engineering Outsourcing No. of worksite employees
at term-end 2,097 2,282 2,441 2,600 2,688 28.2%

Administrative Outsourcing No. of outsourcing admin.
workers at tem-end 2,317 2,179 2,325 2,344 2,102 -9.3%

Recruitment and Placement No. of placed workers 261 545 755 655 690 164.4%

Overseas Prod. Outsourcing No. of worksite employees
at term-end 4,177 5,122 4,758 4,829 6,924 65.8%

Overseas Others No. of worksite employees
at term-end 1,719 1,834 1,763 1,733 2,222 29.3%

Source: Company IR materials

FY12/13 FY12/14

 

 【Graph 2】 Overseas Prod. Outsourcing Worksite Employees Exceeded                                  
Domestic Mfg. Outsourcing Worksite Employees in Q1 FY12/14 
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Source: Compiled by Trias Corporation from Company IR materials 
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The Q1-end balance sheet summary is shown in Table 6 below. Changes worth noting include: 1) 

Notes and accounts receivable - trade increased due to acquisition of subsidiary shares and 

increased net sales, 2) Intangible assets increased due to the increase in goodwill associated with 

acquisition of subsidiary shares, 3) Short-term loans payable increased due to raising stable funding 

for working capital and a view towards future M&A, and 4) Retained earnings reflect increased net 

income after dividend payments. 

 
 【Table 6】 Q1-End FY12/14 Consolidated Balance Sheet Summary 
(¥ mn)

Q4-end
Actual

Composition
Ratio

Q1-end
Actual

Composition
Ratio

YoY
Change

Current assets 14,119 69.4% 14,855 69.6% 735
Cash and deposits 6,032 29.7% 5,881 27.6% (151)
Notes and accounts receivable - trade 6,529 32.1% 6,917 32.4% 387
Inventories 578 2.8% 770 3.6% 192

Non-current assets 6,223 30.6% 6,486 30.4% 262
Property, plant and equipment 1,953 9.6% 2,008 9.4% 55
Intangible assets 1,827 9.0% 2,115 9.9% 287

Investment and other assets 2,442 12.0% 2,362 11.1% (79)
Total assets 20,343 100.0% 21,341 100.0% 998
Current liabilities 10,003 49.2% 11,310 53.0% 1,306

Notes and accounts payable - trade 609 3.0% 768 3.6% 158
Short-term loans payable 4,380 21.5% 5,033 23.6% 653
Deferred payments 2,905 14.3% 3,105 14.5% 199

Non-current liabilities 4,423 21.7% 4,031 18.9% (391)
Bonds payable 50 0.2% 40 0.2% (10)
Long-term loans payable 2,578 12.7% 2,308 10.8% (270)

Total liabilities 14,427 70.9% 15,342 71.9% 915
Shareholders' equity 4,945 24.3% 5,030 23.6% 85

Capital stock 514 2.5% 521 2.4% 6
Capital surplus 910 4.5% 917 4.3% 6
Retained earnings 3,910 19.2% 3,982 18.7% 71
Treasury shares (391) -1.9% (391) -1.8% -

Accumulated other comprehensive income 382 1.9% 334 1.6% (48)
Subscription rights to shares 100 0.5% 103 0.5% 2
Minority interests 486 2.4% 530 2.5% 43
Net assets 5,915 29.1% 5,999 28.1% 83
Liabilities and net assets 20,343 100.0% 21,341 100.0% 998
Source: Company IR materials

FY12/13 FY12/14

 

 

FY12/14 Consolidated Financial Forecasts 

Although Q1 results exceeded its budget, the Company has left the full-year forecasts unchanged. 

Table 7-1 shows Q1 actual results, and full-year initial guidance for FY12/14, while Table 7-2 shows 

implied estimates for the Q2 based on Q1 results, and initial forecasts for the 1H. As per normal 

years for the Company, there is strong seasonality with 2H earnings higher than 1H.  
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 【Table 7-1】 FY12/14 Consolidated Financial Forecasts (HY and FY) 

(¥ mn) FY12/13
Full-Year

Actual
Q1

Actual
1H

Forecasts
2H

Forecasts
Full-Year

Forecasts YoY
Net Sales 47,384 13,788 28,400 32,900 61,300 29.4%
Gross profit (loss) 9,281 2,646 - - - -

Gross profit margin 19.6% 19.2% - - - -
SG&A expenses 8,078 2,337 - - - -

SG&A expenses ratio 17.0% 17.0% - - - -
Operating income (loss) 1,202 309 600 1,400 2,000 66.4%

Operating income margin 2.5% 2.2% 2.1% 4.3% 3.3% -
Ordinary Income (loss) 1,357 329 650 1,400 2,050 51.1%

Ordinary income margin 2.9% 2.4% 2.3% 4.3% 3.3% -
Net income (loss) 1,122 193 350 710 1,060 -5.5%

Net income margin 2.4% 1.4% 1.2% 2.2% 1.7% -
Source: Company IR materials

FY12/14

 

 
 【Table 7-2】 FY12/14 Consolidated Financial Forecasts (Q2 and 1H) 

(¥ mn) FY12/13 FY12/14 FY12/13 FY12/14
Q2

Actual
Q2

Estimates* YoY
1H

Actual
1H

Forecasts YoY
Net Sales 11,017 14,612 32.6% 21,433 28,400 32.5%
Gross profit (loss) 2,176 - - 3,935 - -

Gross profit margin 19.8% - - 18.4% - -
SG&A expenses 1,986 - - 3,934 - -

SG&A expenses ratio 18.0% - - 18.4% - -
Operating income (loss) 189 291 54.0% 1 600 600x

Operating income margin 1.7% 2.0% - 0.0% 2.1% -
Ordinary Income (loss) 230 321 39.6% 38 650 17.1x

Ordinary income margin 2.1% 2.2% - 0.2% 2.3% -
Net income (loss) 151 157 4.0% 29 350 12.1x

Net income margin 1.4% 1.1% - 0.1% 1.2% -
*Note: Initial company forecasts targeted Q2 net sales of ¥14,687mn and operating income of ¥350mn 
 Q2FY14 Estimates = implied ests. (calculated by subtracting Q1FY14 results from 1H FY14 fcsts.)
Source: Company IR materials  

 
On the surface, the full-year forecasts for operating income to rise 66.4% YoY to ¥2,000mn may 

appear aggressive. However, upon closer examination, it is clear that the high growth rate is largely 

a function of the low base last year due to the Q1 operating loss.  

The Company guidance of ¥1,400mn for 2H operating income is actually only forecasting 16.5% 

YoY growth versus 2H13 ¥1,202mn. By quarter, versus 3Q13 ¥400mn and 4Q13 ¥801mn, this term 

the Company is forecasting 3Q14 ¥572mn (+43.0%) and 4Q14 ¥827mn (+3.2%), and Chairman Doi 

indicated strong confidence regarding clearing this fiscal year’s forecasts. 
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Table 8 below shows Q1 actual results, and full-year initial guidance for FY12/14 by operating 

segment. High margin Engineering Outsourcing operating income is forecast to rise from ¥742mn  

to ¥1,298mn, +74.9% YoY, and the Q1 overshoot was a strong start.  

 
 【Table 8】 FY12/14 Consolidated Forecasts by Operating Segment 
(¥ mn)

Q1
Actual

Q2
Forecasts

Q3
Forecasts

Q4
Forecasts

Full-Year
Forecasts

Net sales 13,788 14,687 16,064 16,835 61,300
Manufacturing Outsourcing 6,101 6,255 7,086 7,367 26,775
Engineering Outsourcing 5,116 5,502 5,932 6,342 22,713
Administrative Outsourcing 147 135 136 140 547
Recruitment and Placement 162 135 130 122 506
Overseas 2,518 2,765 2,887 2,967 11,188
Others 63 60 57 65 238
Internal Transfer (322) (169) (167) (169) (669)

Net sales YoY 32.4% 33.3% 31.9% 22.2% 29.4%
Manufacturing Outsourcing 24.7% 21.9% 24.2% 12.7% 20.2%
Engineering Outsourcing 31.8% 39.9% 32.6% 30.1% 32.3%
Administrative Outsourcing -10.4% -12.3% -6.8% 2.2% -9.3%
Recruitment and Placement 326.3% 31.1% -18.2% -33.7% 4.3%
Overseas 66.4% 53.7% 60.2% 22.5% 48.4%
Others 31.3% 33.3% 5.6% 58.5% 25.3%

Operating income (loss) 309 350 572 827 2,000
Manufacturing Outsourcing 52 86 151 246 488
Engineering Outsourcing 293 195 348 510 1,298
Administrative Outsourcing 10 21 30 36 97
Recruitment and Placement 77 35 27 19 106
Overseas (7) 86 80 71 258
Others 6 3 3 4 12
Elimination (123) (78) (70) (59) (262)

Operating income margin 2.2% 2.4% 3.6% 4.9% 3.3%
Manufacturing Outsourcing 0.9% 1.4% 2.1% 3.3% 1.8%
Engineering Outsourcing 5.7% 3.5% 5.9% 8.0% 5.7%
Administrative Outsourcing 6.8% 15.6% 22.1% 25.7% 17.7%
Recruitment and Placement 47.5% 25.9% 20.8% 15.6% 20.9%
Overseas -0.3% 3.1% 2.8% 2.4% 2.3%
Others 9.5% 5.0% 5.3% 6.2% 5.0%

Source: Compiled by Trias Corporation from Company IR materials

FY12/14

 
 
Graph 3 on the next page shows Engineering Outsourcing Business will account for 57.5% of total 

operating income before elimination, up from 47.1% in FY12/13. Overseas Business is forecast to 

turn solidly into the black at ¥258mn as the Company begins to recover leading investments and 

startup costs, which is 11.4% of the total. Together these two segments will account for nearly 70% 

of total profits. Along with the change in the composition of sales, the profit structure is also 

changing dramatically. 

Graph 4 on the next page shows that relative to high volatility of profits for Manufacturing 
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Outsourcing Business, both Engineering Outsourcing and Overseas Businesses are achieving 

consistent, steady growth, and as mentioned above, these two operating segments now account 
for 54% of sales, and nearly 70% of total operating income before elimination. 
 
 【Graph 3】 Breakdown Forecast for FY12/14 Operating Income by Operating Segment                   

(before elimination) 
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Source: Compiled by Trias Corporation from Company IR materials 

 
 【Graph 4】 Quarterly Operating Incomes for Selected Segments:  

In contrast to high volatility in Domestic Mfg. Outsourcing Business, Engineering 
Outsourcing and Overseas Businesses posting consistent growth 
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Source: Compiled by Trias Corporation from Company IR materials 
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 【Table 9】 FY12/14 Initial Forecasts for Employees/Workers On Duty at Client Premises 

(No. of employees/workers)
Q1

Forecasts
Q1

Actual
Q2

Forecasts
Q3

Forecasts
Q4

Forecasts

Manufacturing Outsourcing No. of worksite employees
at term-end 6,527 6,197 6,924 7,584 7,955

Engineering Outsourcing No. of worksite employees
at term-end 2,673 2,688 2,916 3,146 3,311

Administrative Outsourcing No. of outsourcing admin.
workers at term-end 2,808 2,102 2,810 2,968 2,932

Recruitment and Placement No. of placed workers 569 690 612 610 589

Overseas No. of worksite employees
at term-end 8,275 6,924 9,295 10,873 12,816

Others No. of worksite employees
at term-end 2,001 2,222 2,021 2,021 2,024

Source: Company IR materials

FY12/14

 

 【Graph 5】 Recruitment Unit Prices for Temporary Placement, Outsourced Contracting, 
and Recruitment and Placement in Manufacturing Outsourcing Business 
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Source: Compiled by Trias Corporation from Company IR materials 

 【Table 10】 FY12/14 Initial Domestic Recruitment Plan 
(No. of workers, \/worker) FY12/13

Full-Year
Actual

Q1
Actual

Q2
Plan

Q3
Plan

Q4
Plan

Full-Year
Plan

No. of Workers Recruited

6,754 1,270 1,535 2,065 1,853 6,702

Recruitment and Placement 2,156 651 612 610 589 2,380
Engineering and Others 954 164 408 272 206 1,057
Recruitment Unit Price (\)

¥47,130 ¥75,486 ¥65,819 ¥59,215 ¥50,087 ¥62,121

Recruitment and Placement ¥98,432 ¥133,644 ¥131,638 ¥118,429 ¥100,173 ¥124,242
Engineering and Others ¥296,003 ¥324,323 ¥205,012 ¥280,708 ¥274,614 ¥275,181
Source: Company IR materials

FY12/14

Temp. Placement and
Outsourced Contracting

Temp. Placement and
Outsourced Contracting
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TOPIC: New PEO Service Initiative Promoted by the OUTSOURCING Group 

The Company notes that there is a structural change taking place in the industry’s traditional growth 

driver: mass hiring. In the past, growth of industry players was achieved by recruiting large numbers 

of workers efficiently. However, now the industry is challenged by declining birth rate and ageing 

population, and declining interest amongst young workers to work at production sites.  

At the same time, as can be seen in Graph 5 on the previous page, recruitment cost is rising, 

making mass hiring difficult. Management does not want to be drawn into this competition, which will 

give rise to huge recruitment advertisement cost. At the same time, there are an estimated 500,000 

seasonal workers directly employed by makers, and the Revised Worker Dispatching Act scheduled 

to go into effect in April 2015 is giving makers increasing confidence to switch back to worker 

dispatching (temporary placement). 

In November 2013 Ministry of Health, Labour and Welfare set up a policy to abolish the Specified 

Worker Dispatching Undertakings that can be launched under the current notification system, and to 

shift them to the General Worker Dispatching Undertakings under the license system. Specified 

worker dispatch business operators should basically keep regular employment. There were many 

cases, however, of dispatch business operators laying off dispatched workers or not allowing 

employment contracts to be renewed when worker dispatch contracts expired. It has been pointed 

out that such operations caused insecurity of dispatched workers. With the next revisions for the 

Worker Dispatching Act the Company estimates that of the 56,300 dispatch business operators 

nationwide under the current notification system, roughly half will disappear, either from vendors of 

questionable reputation being unable to pass strict approval standards, or smaller vendors finding it 

difficult to remain going concerns. 

Regulation and system reforms promoted by the current government target both employment 

mobility to strengthen international competitiveness of Japanese manufacturers, we well as 

securing stable employment that will lead to economic recovery. On one hand, the use of worker 

dispatching in manufacturing is more advantageous than the use of seasonal workers employed 

directly by makers in terms of international competitiveness (mobility), however, worker dispatching 

is less advantageous in terms of employment stability (employment period). The solution provided 
by the OS Group is its new PEO Service, which targets both mobility and employment 
stability through the aggregation of seasonal workers directly employed by each of the 
makers. Growth in consumption that comes from employment stability is a benefit for all makers. 
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 Outline of New PEO (Professional Employer Organization) Service 
 
① Establish a new company specialized in PEO operations through joint participation by 

OUTSOURCING Inc. and each of the makers 

② Enroll directly employed seasonal workers from each of the makers as indefinite-term 
employees of the new company 

③ Put in place a scheme for rotational mobility to respond to production conditions for each of the 
makers 

 
 【Figure 1】 PEO Operations after Aggregating Maker Seasonal Workers 
 

 

Note: PEO (OS Group) takes responsibility for employing seasonal workers from each maker as 

indefinite-term employees, and transferring them as necessary. 

 

Benefits for the makers include:  

• Raises mobility regarding production fluctuations 

• Legal regulations regarding contract periods will no longer apply since PEO indefinite-term 

employees will be subject to temporary placement 

• Makes it easier to pass on production skills, and provide technical training and guidance 
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• Resolves or mitigates hiring risks and disadvantages associated to labor laws 

• Reduces total cost by converting to temporary placement 

• Unlike reemployment, allows workers to secure their next workplace while still working for 

that maker 

 

Benefits for maker seasonal workers enrolling in the new company include: 

• Provides employment stability based on indefinite-term employment contracts with PEO 

• Raises professional skill levels of workers through repeated employment to related work 

across multiple industries 

• Also raises specialized skills as long-term employment in the same workplace becomes 

possible 

 

Benefits for OUTSOURCING Inc. include: 

• Enables securing workers with professional skills and technical proficiency without requiring 

recruitment expense 

• Secures a large source of profit as the service will capture many participating makers 

• Attains positive recognition from society as this achieves both mobility and employment 

security 

→ Scale is required for the new PEO Service to acquire critical mass, and the number of 
providers that can put in place and manage operations on this scale is extremely 
limited. 

According to the Company, it is in the process of signing with several major manufacturers, and it 

has already proceeded with a soft open for two major clients, and with strong requests from others 

to get underway, it appears that PEO will be up and running in a fairly short time frame.  
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Reference 

 Key Financial Data (Consolidated) 
No. of Shares Issued Dec-13 15,668,700 Total Assets (￥mn) Dec-13 20,343
No. of Treasury Stock Dec-13 1,139,500 Shareholders' Equity (￥mn) Dec-13 5,328
Market Value (￥mn) 8-Jul-14 25,744 Interest-Bearing Debt (￥mn) Dec-13 7,233
BPS (￥) Dec-13 366.71 Equity Ratio (%) Dec-13 26.2
ROE (%) Dec-13 23.8 Ratio of Interest-Bearing Debt (%) Dec-13 135.8
ROA (%) Dec-13 5.5 Free Cash Flows (￥mn) Dec-13 (684)
PER (times) FY12/14 fcst. 22.5 ROE = Net Income ÷ Shareholders' Equity 
PCFR(times) Dec-13 17.5 ROA = Net Income ÷ Total Assets 
PBR (times) Dec-13 4.5 PCFR = Maket Value ÷ (Net Income+Depreciation) 
Share Price (￥) 8-Jul-14 1,643 Ave. Daily Vol. = Ave. Daily Vol. for the last 12 months
Unit Share (shares) 8-Jul-14 100 Interest-Bearing Debts* Ratio = I.B.D. ÷ Shareholders' Equity
Average Daily Volume (shs) 8-Jul-14 201,284 Free Cash Flows = Operating CF + Investment CF

 * Incl. current portion of accounts payable-installment purchase

（*）

  
 Financial Results (Consolidated)  

(￥mn)
Consolidated Net Sales

Operating
Income

Ordinary
Income Net Income EPS (￥) DPS (￥)

FY12/10 28,386 1,173 1,401 760 52.46 7.21
FY12/11 32,397 563 702 194 13.48 8.00
FY12/12 42,090 1,000 1,153 641 44.46 8.00
FY12/13 47,384 1,202 1,357 1,122 77.54 13.00

FY12/14 1H fcst. 28,400 600 650 350 24.08 0.00
FY12/14 Full-Year fcst. 61,300 2,000 2,050 1,060 72.95 22.00

Notes: FY12/14 forecasts announced on February 13, 2014
          Stock splits from 1 to 100 shares implemented in November 2010

 
 Stock Price Charts and RSI 
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Source: Prepared by Trias Corp. with Bloomberg data.
Note:     RSI, Relative Strength Index, is the index representing the ratio of overbought or oversold share prices. 

In general, over 70 in RSI shows overbought share price range, while below 30 shows oversold share price  range.
RSI=averaged share price appreciation for N days÷(averaged share price appreciation for N days 

+averaged share price decline for N days) x100
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