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Abstract

——

An attempt has been made In this article to discuss the outsourcing of business process in India. India is by
far the biggest winner, having comered the largest market share for BPO. NASSCOM has Pegged the sizg
of BPO industry in India at $ 21-24 billion by 2008 BPO business will keep giving the kick to GDP in India. In
today's scenario, BPO is emerging as a ‘Global’ industry enjoying double - digit growth rates.

Section I. INTRODUCTION

Business Process Outsourcing (BPO) is a buzzword
among the corporate world today. It is being recognized
as a specialized sector in India. The aim of this article is
to discuss the outsourcing of business process in India.

Section II. Meaning of Outsourcing

Outsourcing is basically a third party performance of
functions. It relies upon a vendor to perform a vital
business process on an on-going basis. It helps the
management to concentrate on core-issues and leave all
non-core task to outsiders. Any activity in which a
company lacks internal expertise and requires an unbiased
opinion can be outsourced. The first service to be
outsourced by corporates was legal services. What started
with the outsourcing of mainly low-end, labour-intensive

services like data entry, medical transcription and call -

centres in the mid 1990s has now extended to more
sophisticated areas like engineering, financial research,
payroll and accounting services, insurance claims,
processing teaching etc.

Outsourcing may be classified into two categories :

1) IT Enabled Services (ITES) involving engagement
of a third party to manage a particular application
including all servers, networks and software upgrades.

2) BPO involving engagement of a third party to manage
the entire business process such as procurement,
accounting or human resources, HR outsourcing can
happen in various areas like payroll, employee
benefits administration, training, etc.

—————

Section III. Objectives of BPO

The main objective of BPO is to increase efficiency and
gain cost effectiveness in all the areas, wherever possible.
BPO services can also be classified under the twy
following categories :

1) Customer Interaction Services
O Inbound and Outbound Call Centre Services
O Customer Relationship Management (CRM)
O Interactive Voice Response Services (IVR)

O Line Web CHAT and E-MAIL Assistance

Services

2) Data Interaction Services

O Data Aggregation and Analysis

O Financial Transaction Processing

O Back Office Processing
O WebMining

O Voice Transcription Services

Section III. BPO in Indian Context

India is synonymous with outsourcing. Since India hasa
vast pool of cheap talented workforce and the second
largest English speaking population with computer
knowledge in the world after US, a large number of
MNC:s are outsourcing their business processes off-shore
to Indian BPO companies. India has covered the largest
market share for BPO. Dell, Sun Microsystems, LG, For<‘i
GE, Oracle, all have announced plans to scale their
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operations in India. Others like American Express, IBM
and British Airways have leveraged cost advantages. India
has to offer services while setting up call centres, Since
2000, several foreign airlines and banks too set up their
business operations in India. The rapidly growing BPO
industry has virtually transformed India into an electronic
house-keeper to the world. More and more global
companies are looking for outsourcing their sales and
marketing activities in India, creating new Opportunities
for the country’s money spinning BPO firms,

Even the Government of India has introduced various

policy concessions and initiatives to accelerate the growth
of IT enabled outsourcing market like :

O CBDT has allowed total income tax exemption on
the export of IT - enabled outsourcing services under
section 10A/10B of the Income Tax Act, 1961. A
few of these IT-enabled products/services are call
centres, data processing, HR services, insurance
claims processing, legal data base, medical
transcription, payroll, revenue, accounting etc.,

O Foreign Direct Investment for 100% of the equity
has been permitted in BPO companies.

O Permission of duty-free imports of capital goods for
BPO companies.

Section IIL.a Emerging Opportunities in India for
BPO Sector

There exists huge outsourcing opportunities in India. One
has to make timely efforts in the right direction to tap
these potentials, Since manufacturing and conversion
cost is much lower in India as against developed nations,
India is considered to be the most appropriate destination

for BPO, A few BPO Opportunities for India are as
follows:

0 German Tyre Major, continental AG has decided to
outsource two wheeler tyres from Delhi based Metro
TyresLid. Continental AG will outsource the entire
Production of motor cycle, scooters and moped tyres
made by Metro Tyres Ltd.

O India has been identified as a centre of excellence
for Process automation solution for the cement and

steel ;
——.

O Ford has been evaluatin

: g prospects of sourcing $150
million worth mater;

al and components from its

O AUS-based firm Tutors World Wide Inc. is setting
up a specialised cenre i (Chennai) India to hire
qualified English, Maths, Physics and Chemistry

teachers for providing on-line tuition to students in
US.

Section IILb Advantages of BPO
1) Cost Saving

BPO helps in cost savings which, in turn helps business
enterprise to gain competitive edge, given the
huge savings that BPO can yield. American and
European companies have moved fast to leverage it.
Savings from reduced cost would result in more savings
which can be passed to consumers/investors.
For instance, the services of a qualified accountant
in USA would cost about $35,000 per year whereas
the same services could be procured from India at a
cost of $3,000.

2) Concentration on Core Competency

Outsourcing helps the management to concentrate on
core issues and leave all non-core tasks to outsiders. The

non-core business process areas are the core areas of
BPO business.

3) Increase in Profits

Many businesses have turned to off-shoring as a way to
boost profits.

4) Growth for the economy

BPO is likely to contribute upto 3% to India’s
GDP and the exports will increase from 20% to 50% by
2008.

5) Employment Opportunities

BPO sector is expected to provide employment to 1.1
million people by 2008 as a report by NASSCOM
(National Association of Software and Service
Companies).
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