Equipped with these high standards, Indian BPO
companies are expanding their geographical
domain and setting up global subsidiaries and deliv-
ery centres across the world, taking advantage of
the benefits of other countries’ labour arbitrage,
pool of educated English speakers and lower
attrition rates, in the same way that UK and US com-
panies originally came to India for outsourcing.

All of the leading Indian outsourcing companies
have established delivery centres worldwide, either
by acquisition or by investing in the chosen coun-
tries, to offer the rightshoring model to their client
base.

Reliance on established markets

Secondly, India must beware of too much reliance
on the established western economies, which as has
been pointed out earlier, are significantly declining
in comparison to the emerging markets. The USA
and UK are the two leaders in adoption of outsourc-
ing but if India is continue its economic triumph, it
needs to look beyond its traditional overseas
markets. Weaknesses and uncertainties in these
established economies could lead to a decline in
consumer spending power with a consequent
downturn in the demand for customer services, one
of the cornerstones of the BPO sector.

For the medium term, the USA and UK will remain
the principal outsourcing countries, but with
increasing competition for these markets, India
would do well to cast its net wider for new business.
Continental Europe has been slow to seize the
economic benefits of outsourcing. More rigid labour
laws have been a major obstacle to European com-
panies outsourcing and there also seems to be a
cultural resistance to moving work overseas, even if
it is non-core to the principal business. India, with its
large English speaking population, has a more natu-
ral affinity with the US and UK and for similar
reasons of language and heritage, Morocco seems
the natural location for French outsourcing. How-
ever, India may not be overlooked by any French
companies considering taking the BPO route. There
is a significant French speaking population in the
former French colony of Pondicherry, so India could
take advantage of the predicted upsurge in
outsourcing from France.
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Despite the stagnating growth in developed
economies, most analysts and economists agree
that outsourcing offers benefits for western busi-
nesses, allowing them to save costs and improve
productivity as well as focus on core activities.
Most analysts put outsourcing into the context of
inevitable globalisation and focus on the wealth
creating benefits for the UK and US economies.
Estimates are that for every £100 invested in India
by UK companies, they receive back £141 and
figures are similar for the US, with McKinsey’s
estimates indicating that for every $1 invested in
India, the US receives back $1.12 - $1.14.

A major opportunity for Indian BPO expansion lies
on its own doorstep, with the expansion of the
Indian domestic market. With the expanding
middle class demanding consumer goods and
financial services products, the Indian service
sector is starting to follow the example of the
developed economies. In 2006 alone, the domes-
tic Indian BPO market is predicted to have grown
by 60% to US $93.5 million. Most of this is phone-
based customer enquiries and outbound sales. By
2009, India is expected to have nearly 100,000
contact centre workers, serving the domestic
market, according to Datamonitor.

India’s internal challenges

The third challenge is India itself. Despite its
impressive economic growth, India faces enor-
mous challenges to sustain that level of expan-
sion. Of its nearly 1 billion inhabitants, an
estimated 350-400 million are still below the
poverty line, We must strive to elevate the stan-
dard of living for all Indians because huge gaps
between the haves and have-nots will hold us
back, both in terms of dissatisfaction of those still
below the poverty line, but will also affect the way
India is perceived internationally. A successful
international player must be seen to break down
the barriers between rich and poor.
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The infrastructure in India could also prove to be a
significant obstacle to global success. Travel across
the country is challenging, with ancient railways
dating back to the Raj, poor roads and horrific
congestion in urban areas, and unreliable aircraft
routes servicing the main cities. Electricity supply
can still be intermittent, despite major investment
and clean water is not universally available outside
principal urban areas.

The Indian BPO industry must strive to ensure that it
does not become a victim of its own success. Rising
costs such as wages inflation and also high rates of
staff attrition are often cited as key reasons why
other countries are making inroads on India’s
supremacy in the outsourcing sector. With estimates
of attrition in Indian BPOs varying wildly from
15-40% depending on the process, this is seen as a
fundamental weakness of the BPO sector. Nasscom
predicts that the outsourcing industry as a whole
will face a shortage of 262,000 professionals by
2012. In some of the main BPO hubs like Mumbai,
Bangalore and Hyderabad, wage inflation and com-
petition for experienced agents is driving labour
costs up by around 20% per annum.

So will this upward trend continue until the salary
differential between India and the developed world
becomes eroded and other countries overtake India
in the outsourcing league through undercutting on
wage costs? Probably not. India’s expanding popu-
lation and increasing wealth will ensure that an
increasing number of people enter the education
market and join the potential catchment pool for
new BPO recruits. Yes, there will always be a ‘brain
drain’ of the brighter graduates who move on from
the BPO to other more lucrative and prestigious
businesses, but outsourcing will remain a great step
onto the career ladder. We have many people at
management level who have originally considered
BPO to be a short term opportunity, but have discov-
ered that due to the fast pace of the business, there
are huge openings for upward progression and
many BPOs prefer to promote from within.

Overcoming common misconceptions & attitudes

The Indian outsourcing industry has had a rough
ride particularly in the western press, with journal-
ists seizing the opportunity to paint a picture of
offshoring companies as stealing local jobs and
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Indian contact centres selling off clients’ bank
details for £10 a go. Offshoring was singled out as
a major issue in the 2004 US Presidential election,
with calls for protectionism to face the challenge
of the loss of American jobs overseas.

The UK government has been more open minded
about the matter, with Prime Minister Tony Blair
stating: “Companies are using relocation of call
centers and outsourcing in order to build a more
effective structure that benefits not just the places
to which the work is outsourced but also the com-
panies and people in the UK and Europe” Patricia
Hewitt MP, when she wasTrade & Industry Secre-
tary, also welcomed offshoring as a mutual
benefit, saying that if developing countries pros-
per, so will the UK. Regional development agen-
cies in the UK openly court Indian companies and
other offshore service providers, encouraging
them to open contact centres in areas that need a
boost to the local economy and helping the
outsourcers to develop their global footprint.

There is always the potential for political backlash
from western countries, based on the perceived
loss of jobs to India, if the global economy sees a
marked decline. Already, a number US states have
passed laws restricting offshoring of state
contracts, despite the increased costs, and some
banks have taken very public stances about not
offshoring their call centres to India. And there
have been a few instances of US and UK compa-
nies, returning outsourced work back to home
shores from India. Unions and the popular press
have jumped on these isolated cases as indica-
tions of the demise of the Indian outsourcing fad.

However, this opposition is likely to wane. In the
UK, some unions have already publicly recogn-
ised the inevitability of outsourcing and are work-
ing closely with outsourcing companies to bolster
the job prospects of those affected by offshoring.
Some UK organisations have made agreements
with trade union Amicus, to invest some of the
savings from offshoring into helping those whose
jobs are threatened.
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Secondly, the western world will come to the reali-
sation that outsourcing jobs actually represents only
a small proportion of normal job churn. Data from
Forrester Research, for example, shows that by 2015
a total of 3.4 million jobs in services could have
moved abroad, but that it is dwarfed by the 30
million jobs destroyed and created in the US every
year.The west will also come to recognise that many
of the media reports have been little more than
scaremongering, without giving the full story. The
call centre sector in the UK, for instance, is still thriv-
ing, with call centre employment expanding almost
three times as fast as the UK national average in the
past four years, and expected to employ more than
one million people by the end of 2007

Furthermore, negative emotions about outsourcing
will be increasingly offset as the global expansion of
Indian BPOs creates job opportunities for people in
the US, UK and Europe. People are comfortable
working for Japanese car manufacturers. Over time,
the same will be true for Indian companies.

Security

Security is seen as another big issue for Indian
BPOs. Following a few incidents, unions, particularly
in the UK, and the media, have jumped on the secu-
rity of customers’ information in Indian contact
centres. But the reality is that there have been far
fewer security breaches in India than in either the
UK or the US.The UK’s FSA recognised the country’s
security levels when it reported in 2005 that
outsourcing to India’s best contact centres carried
no greater inherent risk than outsourcing in the UK.

Nevertheless because Indian firms are extremely
aware of their perceived lack of security, the leading
players not only comply with international security
standard, BS 7799, but also have in place Fort Knox-
like security measures to ensure that employees
cannot access to core data. Some of these systems
imitate the security standards of many global banks.
Airport style security checks take place for employ-
ees on entry and exit; it is the norm to ban mobile
phones, CDs and sometimes stationery, and to block
e-mail, the Internet and all forms of external disc
drives; and shredding machines for customer
conversation notes are common. Furthermore,
‘thin-client’ technology means that Indian workers
never get to see the raw customer account data; it
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remains on secure servers domestically. Some
Indian firms even employ teams focused entirely
on trying to crack their own computer systems.
NASSCOM also is working with the government
to change India's Information Technology Act to
improve data protection.

The future for outsourcing

The days of tactical outsourcing are behind us.
The issue of outsourcing is now viewed as a much
more strategic focus for a successful company.
The range of outsourcing options continues to
expand and there will be an increasing number of
high end complex processes that will be
outsourced in specialist professions such as
finance and accounting, legal, medical. We are
continuing to see more outsourcing in horizontal
applications such as procurement, design, HR and
training. Publishing is another area where we are
seeing growth as fewer organisations publish
their own documents or research articles. The
trend towards smaller print runs of niche topics
and web based publishing is also an opportunity
for specialist outsourcers. The balance between
front and back office outsourcing will be evened
out, with Datamonitor predicting that Indian BPO
companies’ shareof front office vs back office
processes will be 50:50.

The thorny issue of ‘cultural differences’ will
become less important as it will cease tomatter
whether a contact centre is in Belfast or Banga-
lore. What will matter in relation to customer
service is delivery of excellent service that adds
real value to the end customer’s experience as
well as to the bottom line of the company
outsourcing the service. Outsourcers are becom-
ing smarter and more scientific at measuring
customer satisfaction levels which are key to
assessing the value of outsourced services.

There will be fewer questions raised about the
security of offshore operations as the intensity of
security measures become appreciated and any
breaches come to be seen in the light of the global
challenge of data and identity theft. Anyone who
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