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Business process outsourcing

Business process outsourcing (BPO) is a form of outsourcing which involves the contracting of the operations and responsibilities of a specific business function to a third-party service provider.

Traditionally, BPO is undertaken by manufacturing firms, for instance Coca Cola, where almost the entire supply chain is outsourced and the company is essentially becoming a marketing organization.[1] More recently, it is also used by service oriented businesses, such as the Bank of America, who outsourced their entire Human Resources function to the BPO firm Exult Inc.[2]
BPO is often divided into two categories: back office outsourcing, which includes internal business functions such as billing or purchasing, and front office outsourcing, which includes customer-related services such as marketing or tech support. BPO that is contracted outside a company's own country is sometimes called offshore outsourcing. BPO that is contracted to a company's neighboring country is sometimes called nearshore outsourcing.

Use of a BPO as opposed to an application service provider (ASP) usually also means that a certain amount of risk is transferred to the company that is running the process elements on behalf of the outsourcer. BPO includes the software, the process management, and the people to operate the service, while a typical ASP model includes only the provision of access to functionalities and features provided or 'served up' through the use of software, usually via web browser to the customer.

BPO is a part of the outsourcing industry. It is dependent on information technology, hence it is also referred to as information technology enabled services or ITES. Knowledge process outsourcing and legal process outsourcing are some of the subsets of business process outsourcing.

BPO increasing the flexibility of organizations
One of the most important advantages of BPO is the way in which it helps to increase a company’s flexibility. However, several sources have different ways in which they perceive organizational flexibility. Therefore business process outsourcing enhances the flexibility of an organization in different ways.

Most services provided by BPO vendors are offered on a fee-for-service basis. This helps a company becoming more flexible by transforming fixed into variable costs.[5] A variable cost structure helps a company responding to changes in required capacity and does not requisite a company in investing in assets and hereby making the company more flexible.[6] Outsourcing may provide a firm with increased flexibility in its resource management and reduce response times to major environmental changes.

Another way in which BPO contributes to a company’s flexibility is that a company is able to focus on its core competencies, without being burdened by the demands of bureaucratic dictate.[7] Key employees 

are herewith released from performing non-core or administrative processes and can invest more time and energy in building the firm’s core businesses.[8] The key in this lies in knowing, which of the main value drivers to focus on – customer intimacy, product leadership, or operational excellence. Focusing on one of these drivers may help a company create a competitive edge.[9]
A third way in which BPO increases organizational flexibility is by increasing the speed of business processes. Using techniques such as linear programming is a way to reduce cycle time and inventory levels, which reduces a company’s slack. Supply chain management with the effective use of supply chain partners and business process outsourcing increases the speed of several business processes, such as the throughput in the case of a manufacturing company.[10]
Finally, flexibility is seen as a stage in the organizational life cycle. BPO helped to transform Nortel from a bureaucratic organization into a very agile organization. A company can hereby help maintaining ambitious growth goals, which do not fit with regular incumbent strategies.[11] BPO therefore allows firms to retain their entrepreneurial speed and agility, which they would otherwise sacrifice in order to become efficient as they greatly expanded. It avoids a premature internal transition from its informal entrepreneurial phase to a more bureaucratic mode of operation.[12]
TYPES OF BPO SERVICES--------------------------------------------------
BPO services are generally categorized into horizontal and vertical services. These have been explained below:

1. Horizontal BPO: Horizontal BPO involves function centric outsourcing. The vendor specializes in carrying out particular functions across different industry domains. Examples of horizontal BPO are outsourcing in procurement, payroll processing, HR, facilities management and similar functions. Automatic Data Processing (ADP) is an example of a horizontal BPO vendor. ADP focuses on providing services in horizontal functions such as payroll, HR, benefit administration, tax solutions, etc. However, according to Gartner, companies should focus on providing vertical services as the market matures.

2. Vertical BPO: A vertical BPO focuses on proving various functional services in a limited number of industry domains. Healthcare, financial services, manufacturing and retail are examples of vertical BPO domains. EXL Service Holdings is a vertical BPO having focus on industry domains such as healthcare, business services, utilities and energy and manufacturing.

Table 1: Horizontal and Vertical BPO
What constitutes BPO?

BPO deals mainly with non-core processes of an organization. Some of these processes have been briefly explained below.

· Administrative support:Outsourcing of administrative supportfunctions includes data entry, document conversion, forms processing, document scanning, indexing, secretarial tasks support, etc.

· Customer relationshipmanagement: Customer service outsourcing includes outsourcing of functions such as customer support, order taking, customer service, product support, technical help desk, collections and market research. Refer to the report on Customer Service Outsourcing for more details.

· Document processes: Document process outsourcing includes outsourcing of customer facing, technical, marketing and communications, financial accounting, and regulatory compliance documents.

· Finance and accounting: Finance and accounting outsourcing includes services such as internal auditing, time and expense management, travel expenses, credit and debt analysis, collections, invoicing, accounts payable, accounts receivable and billing-dispute resolution.

· Human resources and training: Human resources (HR) is one of the most critical assets of a company and companies need to carry out various tasks such as recruitment, training, attrition/retention, database management, contract-worker management, etc., for their employees. Carrying out these tasks through an internal HR department is costly and diverts the attention of the management from its core business issues. Hence, companies are now resorting to HR outsourcing big time.

· Intellectual property research and documentation: Outsourcing in intellectual property research and documentation includes filing and drafting of patent applications, prior art research, licensing support, and patent portfolio analysis.

· Legal services: Legal process outsourcing (LPO) involves consulting, research, transcription, documents management, billing, translation and other administrative and secretarial support services required for various legal functions such as commercial litigation, arbitration and mediation, appeals, government contracts, legal risk evaluation, etc.

· Medical transcription: Medical transcription is writing down medical records dictated by physicians and other healthcare professionals. These records include patient history and physical reports, clinic notes, therapeutic procedures, clinical course, diagnosis, prognosis, discharge summaries, etc.

· Payroll maintenance and other transaction processing: This segment includes payroll, payment, check, credit card and stock trade processing. Forester research predicts transaction processing to be a large segment within the BPO industry soon, with a market size of USD 58 billion in 2008. Some vertical processes such as mortgage, loans and insurance claims processing are also being outsourced.

· Product development: Companies need to constantly innovate to remain competitive in the market. With the increasing specialization of expertise required to carry out product development, companies choose to outsource their R&D functions to vendors who have expertise in a given field. Over the past few years, numerous MNCs have initiated offshoring R&D to other countries including India which is emerging as a hub for R&D outsourcing.

· Publishing: Publishing outsourcing involves outsourcing of publishing functions such as book design, book digitization, e-publishing, drawings and graphics, indexing, journal administration, etc.

· Research and analysis: Companies require data and its analysis for making informed strategic decisions. These companies have started outsourcing their research and analysis requirements to vendors who specialize in typical research and analysis work such data analytics,financial analytics, market research, secondary research, primary research, industry overview, competitive intelligence, etc.

· Sales and marketing (including telemarketing): Sale and marketing outsourcing involves delegating parts of sales and marketing functions such as cold calling, email pitches, telephone surveys, lead generation, lead qualifying, appointment setting, sales team management, etc.

· Security: Companies have to search for new technologies and employ qualified security professionals to keep their data secure from theft. Maintaining these resources and implementing a fool-proof security policy is a difficult task which can be better handled by experienced third party security agencies. Security outsourcing involves management of investigative services, physical security, electronic security systems,computer and network security, etc.

· Supply chain management: Outsourcing in supply chain management involves logistics, procurement, warehouse management, contract management, supply chain relationship management, etc.

he advantages offered by outsourcing in general are valid for BPO as well, and these advantages act as internal drivers for BPO. In addition to these internal drivers,companies are lured to choose the BPO option due to the following external drivers:

· Robust IT and telecommunications infrastructure: The developments in IT and telecommunications infrastructure has enabled companies totransfer data to any place in the world instantaneously at very little cost. This infrastructure also allows them to increase their ROI and shareholder value.

· Pressure to lower costs: Companies are facing huge competition from their competitors to provide better services, and at the same time lower their costs. Companies are constantly innovating the way they are conducting businesses and BPO allows them to partner with external specialized vendors for efficient operations. Offshore BPO is cheaper than onshore BPO and many companies are now moving their operations to offshore locations, India being the most preferred destination.
· Little infrastructure for automation: The IT revolution has not achieved success in automating business processes and most of the business processes still need human labor for productive delivery. In such a scenario, resorting to BPO, which provides human labor at a lower cost, enables companies to maximize their ROI.

The perceived risks of outsourcing act as a big inhibitor for BPO. Some of these risks have been described below:

· Loss of control: Companies perceive the risk of losing control over the operations of their processes. Also, if the (trained) employees in the vendor firm leave the job, the buyer may be at risk.

· Financial instability of the vendor: If the vendor becomes financially unstable in some years, the buyer will have to search another vendor; the operations being at risk, if it does not search the new vendor fast.

· Loss of expertise: Customers may lose the expertise and knowledge of carrying out the outsourced processes with time.

· Data security: Data confidential to the customer may be prone to theft if the vendor firm does not have stringent security policies.

What is the difference between a call centre and a BPO organisation?

A business Process Outsourcing (BPO) organisation is responsible for performing a process or a part of a process of another business 
	


organisation; outsourcing is done to save on costs or gain in productivity. 

A call centre performs that part of a client's business which involves handling telephone calls. A call centre, for example, might handlecustomer complaints coming in over a telephone. 

Thus, a call centre can be considered a BPO organisation. The converse is, however, not true because there exist BPO organisations, such as medical transcription agencies, which handle their business through websites, and do not process any telephone calls on behalf of their clients.
Bank Reconciliation
Regular reconciliation of all bank accounts can be undertaken to ensure that all activity is accounted for.
Your bank statements or supporting documents or information can be sent to us by post. Alternatively if you have access to online banking we can download the information directly from your banks web site or you can send us the information electronically as well.
We will reconcile your bank accounts, as per whatever periodicity you need them.

With this true bank balances can be ascertained in order to assist with cash flow planning. We can maintain you accounts for upto date maintenance of records. We can capture and add the relevant information to your Financial software for up to date Control and Maintenance or give you processed data or reports in whatever format you need on a regular basis, including daily basis if needed. 
Bank reconciliation and bank statement reconciliation understand the business transaction

Businesses make deposits and receive numerous receipts from their clients on a regular basis. Bank Reconciliation is a highly complicated and time consuming process. Reconciling your bank account statement is an absolute necessity even if it is a costly and time consuming task. Outsourcing Bookkeeping Serviceshelps to resolve discrepancies in your bank statement by performing complicated processes such as sorting various transactions by type or date, deducting errors or by adding deposits in transit .
Outsourcing Bank Reconciliation Services Includes. 

• Comprehensive reports in balance with your bank statement 
• Flexible reconciliation periods 
• Reconciliation reports in electronic files or paper 
• Full Reconcilement 
• Partial Reconcilement 
• Deposit Reconcilement 
• Check Sequencing 
• Paid checks matched against the issued check list 
• Client-specific formats accepted for input data


Why Outsourcing Bank Reconciliation Statement??
A Bank Reconciliation Statement is a statement prepared by organizations to reconcile the balance of cash at bank in a company's own records with the bank statement on a particular date.
This statement is the most common tool used by organizations for reconciling the balance as per books of company with the bank statement and is made at the end of every month. The main objective of reconciliation is to ascertain if the discrepancy is due to error rather than timing.
The difference between the two records on a given date may arise because of the following

Bottom of Form

• Cheques drawn but not yet presented to the bank.
• Cheques received but not yet deposited in the bank.
• Interest credited and not recorded in the organization's books.
• Bank charges debited but not recorded in the organization's books.

Benefits Of Outsourcing Bank Reconciliation Services.
·  It makes important updates to General Ledger and receives timely entries from the other applications.
· Provides the ability to eliminate bank statement errors 
· Enables to control cash outflow with the Void Checks and Stop Payments function 
· Verifies the amount of cash in your account 
· It uncover irregularities 
· Helps in better and more efficient maintenance of books of accounts

·  Discrepancy between cash and bank pass book is detected easily. 
· Personnel in accounts department can concentrate on more important issues. 
· Corporate with high volume accounts are the biggest beneficiaries. 
· Less paper work reduces confusion

· Faster processing 
· Requirement of less manpower 
· Easy identification of errors

Account Reconciliation 

· Ensure your business has the control, information, audit reports and account management capabilities you need with More

 Comprehensive reports in balance with your bank statement 
- Flexible reconciliation periods 
- Reconciliation reports in electronic files or paper 
- Full Reconcilement 
- Partial Reconcilement 
- Deposit Reconcilement 
- Check Sequencing 
- Paid checks matched against the issued check list 
- Client-specific formats accepted for input data

Credit Control & Bank Reconciliation
· To assist the Accountant in financial matters of the Company by undertaking a portfolio of accounting responsibilities as assigned by the Accountant. receive payments from debtors, banking of cheques, posting of receipt, chase payment, prepare debtors holding and warning list on overdue accounts.

· Formulate, monitor and reinforce credit policy and compliance. Take charge of credit assessment of new and existing customers.

· Monitor and check on overdue accounts receivables.

· Formulate strategies to resolve overdue accounts receivables.

· Work closely with sales, customer service and customers in reconciling accounts.

· Match collection with outstanding account, also update Customer Service Specialist about the payment. Deposit cheq and update this receipt to the respective account.

· Chase Payments.

· Provide supporting documents (copies of invoices and delivery order) as debtors request.

· Prepare debtors holding warning list on past overdue accounts.

· Report weekly sales and order received.

· Bank reconciliation - to reconcile all receipts with deposit, payments and unpresented cheques.

· Report analysis of actual sales figure.

· Prepare statement of accounts and Debtors Age Analysis.

· Print the following report and file - A/R Open item and Transaction; Sales analysis by customers and salesmen (with profit margin), Sales Analysis by product group and customer type of Sales Dept; G/L Transaction; GST Summary and Detail, Period-End Closing.

· Any other tasks as and when assigned by the management.

· Credit control and debt management

· A debt to the School is deemed to occur when a contractual obligation has been entered into for services or goods provided by the School to a customer or student.

· If a debtor has not paid by the agreed due date(s) then credit control procedures will commence.


Healthy Cash Flow Is A Must For Any Successful Business............. 


What is Outsourcing? In Particular, What is Credit Outsourcing? 

Outsourcing Bookkeeping Services is one of the "Buzz Phrase " of business that is used so frequently throughout so many industry sectors today. The concept of Outsourcing Credit Control and Bank Reconciliation is based on your business removing legal activities from in-house work processes and passing them out to another business who carries out these activities on your behalf.


If your business is not a specialist in a accoutning legal activity, then generally speaking, this is an activity that you should look to outsource (get someone else to carry out the function on your behalf). What is a non-core activity for you may be a core business activity for another business. 

The most popular outsourced functions for many businesses are IT,Outsourcing Bookkeeping Services. The reason that they are outsourced is that they are highly skilled tasks, they are tightly regulated and companies that specialise in these areas can carry out the functions much faster, more cheaply and to a higher quality than most other businesses can do them themselves. 

Credit Management is another non-core business function (unless you are a credit management agency that is). The credit function is also highly regulated, requires specialist knowledge and skills, can be fairly time consuming. All of this can add unnecessary cost to your business whether through times spent on credit control, bad debts, expensive finance agreements or through other means. [image: image1.png]


[image: image2.png]


[image: image3.png]


[image: image4.png]


[image: image5.png]


[image: image6.png]


[image: image7.png]


[image: image8.png]


[image: image9.png]


[image: image10.png]


[image: image11.png]



