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The role of Business Processing Outsourcing (BPO) needs no elaboration tod
The implementation issues in BPO have been focussed in this paper. These inclufe
seven C’s : core competency, contract, control, credibility, conflict, cost, continuit

these days. Outsourcing iscompanies are moving in this direction. In today’s competitive world one needs

nothing but allowing someone Everything from technology support to have more efficient and effective
else to do your work for you so thatto payroll to travel to financial services way of functioning. So, the firm may
you are able to devote your time toto customer care is being outsourcedconcentrate on its core competent area
more important jobs. This concept isto specialists big and small, known andi.e. manufacturing and achieving
relevant in all areas, as today one cannknown. greater success in manufacturing a
also outsource some routine choresto  The possibility that this Product. The other functions may be
some other person. Outsourcing is @pportunity make an enormous impactoutsourced to some specialists who are
smarter way of doing business. It is ahas even caught the imagination ofot part of the oraganisation. By this
huge business opportunity today. Inpoliticians. Many states are trying to Way it can reduce it costs on those
today’s fast moving business scenariojyre big BPO outfits. Some are evenProcesses. This kind of outsourcing
business firms are contemplatingwilling to change policies for that. 9ave a new scope of business and
various methods in achieving greaterkarnataka has changed its labour rulegnany independent companies are
success. More and more firms ar&o allow women to work in night. emerging and offering its specialized
looking at new ways to reduce costsandhra Pradesh is willing to change Services to firms who are outsourcing
and meet the pressures of increasingchool and college curricula. their jobs.

accountability post-Enron. They are o . -
looking for more tasks that can be | ne Need for outsourcing: BPO in India:

outsourced. And if possible off shored A business firm needs to perform  Nasscom-McKinsey  report

to high-quality, low-cost locations. various functions in carrying out its advocated the “India offshore model",

Hence the reason why many firms ardousiness. Of these various functiongvhich very much signifies the role

outsourcing some of their processeét performs certain functions which are |nd|<j':l is playing in this bu5|ne§s. Indian
in reducing their burden and not its core areas. A manufacturingPUsiness process outsourcing (BPO)
concentrating on core competentfirm’s core area is the process ofand call centre companies—dES —

areas. Business process outsourcing\anUfaCtUI’ing and its allied areas. Butare Commhg Oljsage' Even asa gebate
however, traditionally it performs rages in the on the pros and cons

various other processes like HRmc outsourcing, a "new supply chain

functions, Accounting & Financial of expertise” links Fhe west to India
and other outsourcing centres. From

Outsourcing is the buzzword in became the trend and almost allfunctions which requires less thrust.
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Philippines to Singapore, Malaysia, service and distribution. The companyidentify the areas which the firm can
Brazil and Carribbean, says Ravi wants to come out of almost everythingoutsource. Here the firm should
Aron, Professor of Information and other than three core activities:concentrate upon the available
operations management at thebusiness planning, networkingresources, the know-how, and the
Wharton school of the University of planning and market planning. LG importance of the area in the context
Pennsylvania. For Indian BPO Electronics, Samsung Electronics Indieof the firm’s image, the cost and the
companies, the new phenomenorinformation and Telecommunication, specific requirements of the firm.
offers a route to participation in core Pfizer India, Philips India and Max New The above variables should be
US business processes. If they are abléork Life are leading the pack of evaluated thoroughly to decide
to steadily move up the value chainoutsourcers. Pfizer India, which haswhether a particular function can
they will become more like businessbeen in India for over 50 years effectively be outsourced. Even if a
partners and less like mere supplieroutsources 40% of manufacturing tofunction yields positive results after
of services to US and other global20 companies, all building maintenancegyaluation the peculiar characteristic
companies. (at the Mumbai corporate office) is of the function and the business may
India’s BPO sector is growing so done by Knight Frank, corporate travelnot permit the outsourcing of that
fast that even Nassocom-McKinsey,is outsourced to Cox & Kings, payroll function.
which in 1999, had estimated that BPOlO India Life Hewitt and cash 0. o LIRM functions“HR in
will be worth $17 billion in India by 2008, management to Deutsche Bank. one company is a|WayS different from
revised its estimate to $21 billion- 24 Eli Lilly’s operations are worth another. Culture, personality,
billion. Another report on the BPO about Rs.I 09 crore, and it sees its corgharacteristics and values are specific
industry by ICICI securities has strength as marketing and istg company. HR is eventually a
projected India’'s share of the global continuously looking at outsourcing relationship and, hence difficult to
process outsourcing services to riseopportunities. It has found service gutsource completely, barring routine
from 1.2 per cent of a $75 billion providers even for claims processingor mechanical functions like payroll
market in 2002 to 8.7 percent of a(billing functions), logistics, processing,” says Madhukar Shukla,
$103 billion market in 2007. The manufacturing, payrolls, facilities professor at Xavier's Labour
bottom line is that India offers huge management, and IT systemsRelations Instiutute, Jamshedpur. (in

cost advantages that few can ignoredevelopment and integrations. Business world, 19Aug,2002)
In US and UK, contact centre SerViceSOb'ective _
cost around $22 to $ 30 per houm ) Contract (Duration)

India the rate is $12 to $16 per hour. . N the backdrop of above  Next is the contract period to be
The main drivers of outsourcing, diScussions this paper makes amjven to BPO firms. The contract issue,
according to the ICICI Securities attempt to outline the implementationi e , the duration aspect will depend on
report are: Cost. Quality, Technology!SSues in BPO. the nature of the function to be
and Reliability. Implementation Issues in BPO : outsourced and its competence. The
Outsourcers basically outsource  The effective implementation of CUISCUCer has to think how long he
non-core areas(functions) like, HR,any outsourcing decisions rests or}Can outsource the functions. Some of
Finance, IT, Logistics, Facilities critical consideration of the following ' [UNctions can be outsourced for &

management, Marketing & Sales. Somey C's: Ionger. period and some other for a
of the major BPO firms operating in short time.
India are EXL Service (Noida-based), COre¢ competency Control

Spectramind (Wipro), Daksh (Gurgaon- The first basic issue to be o . . long-term contract is
based), WNS, v Customer, Tracmail,2ddressed is by identifying its core,

HCL e-serve, Epicentre, ICICI competence area, which the firm can’t anded out, it has a tendency to grow
) ' ' ' roots and embed itself so deeply in the
onesource (Bangalore-based). GTLafford to outsource because of 4

. system that controls get weakened and

Progeon (INFOSYS), Smartservestrategic reasons. However, somethere is a blurring between the
(NIIT). processes of the core competence can __ ~. . .
. organization and its contractor. There
d also be outsourced to derive theis a need for close supervision and
; benefits of the specialists’. Forex. The” ~. ™

by Bharti group has developed a~~" '="" : i X

y group p designing and engineering skills formonltorlng of the work of the contractor.

network of more than 100 outsourcing It can go wrong from cost overruns, time

partners who manage a host ofutomobiles. Choosing the areasto bg . ¢ Setting proper objectives and

activities from payment collections, bill °utsourced. _ ~ control mechanisms to direct the
printing, cash management, customer ~ The next thing to be done is 10 ¢oniractors towards the objectives will

Cellular company, Airtel, promote



also gain prominence. If a companycompetitiors and only the vendor whogoing to see bigger growth than IT in
outsources the customer carehas quoted the least cost will bethis decade. It will reduce transaction
management/customer relationshipawarded the contract. Now it iscosts and allow companies to
management function to a firm, it needsobvious that the vendor finds it disintegrate into process. They would
to see whether the firm is behaving inunviable to provide the quality retain their core competency and
the same way as the outsourcingservices at such reduced cost & henceutsource even critical processes to
company desires. Otherwise, thethe failure. Therefore itis to be kept inspecialist firms. Offshoring, infact, is
company will lose its image and evenmind by the companies that they can’tgoing to become a new management
loose its customers. Hence, thereexpect huge cost cut and better qualitydiscipline. Wharton Business School
should be proper mechanism to controWhat they have to look for is theis already offering courses to equip
the outsourced firm. reasonable savings in the cost withouexecutives with skills to manage the
o compromising on quality. new style of functioning. Even big
Credibility . .S
. . . - companies are entering into BPO and
While giving away outsourcing Continuity

\ ) o ) new entrants will have to find a niche.
functions, the company needstoverify ~ This is another issue to beTnhea gutsourcers looking to implement

the credibility of the firm in fulfilling considered while outsourcing. Theoutsourcing their non-core functions
the operations. Various processedirms should be selected on the basig,a\e to consider the issues rose above.
requires expertise, the claim of firmsof continual services. Otherwise, the|; will enable them to choose the right
being expert in those processes is tbusiness gets affected a lot. BPQnq of vendor and can look forward
be checked. The credibility andclients did not want their business;, implement the outsourcing job more
trustworthiness of firms in doing theto be disrupted under any effectively and efficiently. But yet,
business is prominent issue whichgcircumstances. Outsourcers argyisputes on costs, quality, lack of
requires thorough investigation. clamouring fomultilocational BPO communication, lack of streamlining of
Efficiency of BPO firms should be seenoperations and these would throw Urocesses, non-adherence to SLAs,

before offering services to them. new opportunities. It is with the ismatch on expectations and delivery

Conflict (of interests) thought that, in case one place get§e the major reasons for collapsed
affected, others will come to its gsourcing dealsiOutsourcing is a

A BPO firm may handle same o506 And there would be businesgee-legged race, both the teams

performing such functions. Therefore 5 contingency plan. Without

the scope for such conflict has to bey,tijocational facilities and the

avoided by suitably drafting the SLA 55surance of continuity, foreign
(Service Line Agreement) which

be minimized during build-up phase,
or requirements need to be frozen at
! ) some stage of the project. An
companies don’t want to outsourceyisourcing relationship fails due to

mission critical applications like 5 {isconnect between customer

finance and accounting, human ; ; "
. : . ' expectations and perceived results”.
firm in the same business as theresources, administration a”dThFe): costs of thingz going wrong are

outsourcing firm is in. payment services to Indian pyge on both sides.
Cost companies. Apart from ensuring

The cost of outsourcing functionscfjmtmt“'ty ttfgere _ a(;ef other
: - - - van ined from goin e Y .
is anothenmportant issue in BPQ. Cosﬁqulfillo?agt?sn;l I_eogvask?ll 'ogs ”Eg_ %utsource, identifications of the right
is the most important factor in the ¢ t 1d b tJ dt supplier of the services and the right
outsourcing decision. The outsourcerd® ate_n ry chou I E ou §ourr]ce Orgovernance approach(Service level
should certainly compare the cost Ofr?;nnh;l?nsdi\;v géio:d Oslgmlz gofr?tfi(ea agreements) for the relationship are
outsourcing a function vis-a-vis h dat ’ I islation th he major thrust areas in BPO.
performing it by itself. However, the N@V€ data access jegisiation tha
expectation in cost saving as a resylPrevents databases and informatiorieferences :
of outsourcing should be reasonabld"®M ~ crossing  geographical 1. ‘Treading Warily’, Business World,
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