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India Reports: Work from home will help BPOs tap alternate talent pool 
Working from home just got bigger, with the Government allowing BPOs to have customer service agents working from home. The BFSI segment continues to drive outsourcing, comprising 38% of outsourcing in India. While some opine that the sub-prime crisis will affect the Indian outsourcing sector adversely, others feel that it would prove beneficial, with more firms opting to outsource to India to lower costs.
-Chillibreeze Business Research Team 

General Trends
Hello… it’s your call

Talk of good news coming down the line! In a move that will, doubtless, cheer the $11-billion ITES industry, the Government has allowed KPOs, call centres, telemarketing companies, vehicle tracking centres and billing service centres — collectively known as ‘Other Service Providers’ — to have customer-service agents working from home on voice processes. 
The move not only opens up avenues for housewives, the physically-challenged and retired professionals to join the 7 lakh-strong BPO workforce but also provides the industry with a tool to reduce costs and combat attrition woes.
A cross-section of companies eWorld spoke to say the decision will prove to be a boon for the industry. 

“This is a great step forward. The decision will hugely benefit the industry in terms of saving on travel time and infrastructure-related costs which will, in turn, reduce overhead costs per employee,” says Pramod Bhasin, President and CEO of Genpact. The company exuded confidence that it would be able to tap an ‘alternate talent pool’ in tier II and III cities, including home makers and differently-abled people willing to become a part of the industry. In addition, it would also aid in providing a better work-life balance for existing employees.
Agrees Ranjit Narasimhan, President and CEO of HCL BPO. “It is a very significant decision and will have a profound effect on operations. It will substantially increase the availability of workforce at lower cost, help fight attrition, and allow many more people to join the rolls,” he says.
Under the rules, the Department of Telecom has stipulated that the OSP operator would need to submit a security deposit of Rs 5 crore with an agreement to meet certain obligations such as exclusive use of home agents. It has further stated that the agents at home would be treated as Extended Agent Position of the call centre and interconnection would be permitted through Authorised Service Providers Provisioned (secured) Virtual Private Network (PPVPN) which have pre-defined location — that is home of the agents and OSP centre as VPN sites. 
DoT has further stated that over and above the PPVPN, the OSPs can use their own security mechanism such as authentication, authorisation, and accounting — DoT would carry out surprise inspection of such locations.
“Although companies will have to invest in telecom equipment and security tools, they can look at significantly lower costs for infrastructure, facility, as also transportation,” points out Raju Bhatnagar, Vice-President of software association Nasscom.

While the industry is still awaiting the fine print of the new regulations to assess the actual gains, a quick back-of-the-envelope calculation indicates substantial savings ahead for companies. “Since this will not involve incremental investment on facility, office rental, power and transportation for such employees, the savings could be as high as $1,000 per person on an annualised basis for international call centre agents,” explains S.V. Ramana, President of the newly-formed Other Service Providers Association of India (OSPAI), which had been engaged in a dialogue with the Government over the last few months on the issue.

For now, the companies are busy studying the security requirements of work-from-home initiative for employees, and drawing-up strategies to make the most of the opportunity. Narasimhan of HCL BPO says his company is evaluating various technologies keeping in view the security concerns that clients may have. “Initially, the work-from-home initiative may be rolled out on a pilot basis and in a limited manner for mature processes, and for those agents who can work independently without supervision,” he says. Genpact, which has already started ‘work from home’ pilots with data access for employees in functional domains such as Finance, Legal and HR feels the latest announcement will allow the company to reach a level wherein 10 per cent of the employee base could work from home in the next 18-24 months.

“Some of our business deals with critical client data where clients have a host of security concerns, and access to information for employees is allowed in a tightly-controlled environment. We are now exploring all the technical possibilities to ensure complete data security while using the ‘work from home’ policy, following legal clearance,” says Interglobe Technologies’ CEO, Vipul Doshi.

Overall, the industry feels that the concept could prove to be effective in curtailing attrition. “Attrition levels could go down significantly, if the concept is implemented in its entirety. From the current over 30 per cent attrition in certain cases, it could drop to 10 per cent over the next two years, once the model matures,” says an industry observer.

DoT has also done away with the restriction of 10 per cent outgoing PSTN lines in a Domestic Call Centre (DCC) and submission of associated Bank Guarantee of Rs 10 lakh. Put simply, this will enable companies that are focused on collections work and other tele-calling functions to procure outgoing lines in tune with their requirements (against the earlier 10 per cent cap on the outbound lines). This again would mean substantial cost savings for domestic ITES companies. In addition, the Bank Guarantee in cases of resource sharing between International OSP and Domestic OSP has been reduced from Rs 2.5 crore to Rs 50 lakh and from Rs 5 crore to Rs 1 crore. Moreover, the domestic OSPs are now allowed to connect to the dedicated servers provided at registered ‘hot sites’ albeit only at the time of disaster. Similar arrangements are permitted to international OSPs also.
While much of the industry’s wish-list has been met by the revised terms and conditions, companies are hoping to see the next round of liberalisation on some of the pending issues. A case in point is the current stipulation that work for home facility would be limited to the Secondary Switching Area (SSA) of the OSP centre and adjoining SSA — that is within 100-150 km from the facility. 
“Besides this, DoT currently allows ‘work from home’ through VPN only. Our request to DoT is to permit the PSTN phone of the home agent to be connected to the OSP centre’s PBX, to enable better quality of voice. This is likely to result in immediate benefits since the PSTN penetration is much higher compared to broadband connectivity,” says Bhasin of Genpact.
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Net telephony: ISPs, BPO units heave a sigh of relief
The telecom regulator’s proposal to allow unrestricted Internet telephony comes as a huge relief for Internet service providers and the business process outsourcing industries. Both these segments have been demanding for this for more than four years. 
Welcoming TRAI’s decision, the Internet Service Providers Association of India (ISPAI) said, “This forward looking step will enable customers to make domestic and international calls to mobile and fixed line users at a fraction of the current costs. When implemented, these path-breaking recommendations will go a long way in increasing India’s Internet and broadband penetration.” 

 “We congratulate the TRAI and expect that the Government will implement these recommendations in its entirety, forthwith. Internet telephony in India could become the ‘killer app’ for broadband penetration which has sadly lagged far behind the very successful mobile telephony in India,” says Rajesh Chharia, President, ISPAI. 

Nasscom also welcomed the TRAI recommendations. “This is a welcome step particularly for the Indian IT-BPO industry. Once approved, this move will effectively remove the last barrier to Internet telephony, and act as a natural corollary. This move will now allow voice transmission over Internet for a ‘PC to phone in India’, which will benefit the BPO industry to a large extent,” it said. 

However, existing players have expressed concern over the TRAI’s recommendations. T V Ramachandran, Director-General, COAI, stated that TRAI recommendations are against the very basic principle of level playing field since ISPs have been allowed to offer Net telephony at no additional cost. 

“The existing operators have obtained access licence after paying a huge entry fee which is as high as Rs 1,650 crore for all India. Against this backdrop, it is very unfair to allow unfettered access to ISPs. Hence, in order to maintain the level playing field, it is imperative that ISPs should be required to migrate to UASL licence and should be subject to the same entry fee,” COAI said. 

Globally almost 18 per cent of the voice calls are now being routed through the Internet and analysts expect the same trend to catch up in India once the barriers for offering Net telephony are removed. 

Sanjay Vig, CEO, Orange Business Services, India, said, “I am delighted to see the recommendations from TRAI hailing unrestricted telephony which is a step further towards ‘death of distance’. As recommended by the regulator, if NLD operators are allowed to connect to ISPs through public Internet, many domestic NLD operators possessing an optical-fibre network across the country, will have a new revenue stream.” 
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Corporate Plans
Countrywide BPO unit to merge with BankAm arm
The ripples of the subprime fiasco are being felt in many ways. The business process outsourcing (BPO) arm of Countrywide Financial in India, CFC India Services, is merging with Bank of America’s (BankAm) non-banking subsidiary, Continuum Solutions, as part of BankAm’s $2.5-billion global takeover of the loss-making Countrywide. 

While there will be no job cuts in India after the merger, all Countrywide staff will have to switch over to the BankAm salary structure, said a source familiar with the development. Some of the top management of Countrywide led by expatriate director Tom Jones may have to go. While BA Continuum MD Avtar Monga is expected to head the KPO segment of the merged entity, Countrywide’s head of operations in India, Gautam Bahai may be given the charge of mortgages, the source said. 

When contacted, a BankAm spokesperson from Singapore refused to comment on the matter. 

As in the US, BankAm will drop the Countrywide name in India. CFC India Services, with its 3,500 seats in Mumbai and Hyderabad, till now was operating as a subsidiary of Countrywide Financial Corporation and was providing processing and infotech-related services to Countrywide in the mortgage and related financial services industry. With its merger with BA Continuum Solutions, the BPO unit will now service BankAm’s clients. 


On the other hand, in the past three years, Continuum Solutions has set up 3,000-seater outsourcing unit in Mumbai, Hyderabad and Gurgoan under BankAm’s global delivery centre of expertise. The Indian non-banking subsidiary functioned as BankAm’s dedicated banking back office, and is providing back office support to consumers, wholesale and capital market groups. 

While Continuum’s Hyderabad and Gurgaon offices offer consumer and wholesale banking services along with infotech services, Mumbai’s knowledge service centre is dedicated to offering global corporate investment banking services. In January, BankAm took over Countrywide Financial for $4.1 billion in a stock deal, but cut the deal size in July to $2.5 billion due to mounting losses of Countrywide, a Fortune 500 company till the subprime crisis made a big hole in its balancesheet. 

The deal, which caused a job loss of 7,500 employees, rescued Countrywide, America’s largest home loan lender, from a certain collapse. Countrywide lost $1.6 billion in the past six months of 2007 and $3.2 billion in the first six months of 2008 and is facing number of lawsuits in America for its lending practices. 
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Tata Consultancy may buy Citi's India BPO arm: report
Tata Consultancy Services is close to acquiring Citigroup's captive backoffice unit in India for about $500-$550 million, the Economic Times said on Tuesday, citing a source close to the development.
The announcement of a deal for Citigroup Global Services is likely to be made "within three weeks", the paper said.

TCS, India's top software services exporter, has edged IBM  in the race for the Citi unit and the deal would guarantee TCS business for the unit from Citigroup for five years, the paper said, citing this source.

A spokesman for Citi in India declined comment on the report. A spokesman for TCS also declined comment, calling the report speculative.

The Economic Times had reported in June Citigroup was restructuring its India backoffice operations and that it may sell or outsource most of these assets.

Citigroup unveiled a reorganization of its Asia-Pacific business on Monday, giving its regional heads increased authority. See ID:nHKG110486.
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BPO plans in key sectors

With customers in mind, Airtel rejigs BPO tie-ups

Bharti Airtel, India’s largest cellular operator, is restructuring the partnership contracts with six BPO partners to whom it outsourced call centre operations in the last three years. Airtel, which is the pioneer of outsourcing model in the Indian telecom industry, is moving away from the ‘revenue-on-per-minute-basis” model to an ‘outcome-oriented’ structure based on customer satisfaction in a bid to improve subscriber service quality. 

Service quality has become a crucial factor for customer retention in the industry offering the world’s lowest tariffs. “We are restructuring the BPO contracts so that they are more customer-friendly and more outcome-oriented; more towards resolving customer issues rather than how long the call was. Changes are being made in processes as well as in technology,” Airtel director (customer service and IT) Jai Menon told ET. 

Bharti has outsourced its call centre operations to the Essar group-owned Aegis, Hinduja TMT (HTMT), IBM Daksh, Mphasis, Teleperformance and FirstSource. FirstSource came in as a partner in May this year. These BPOs manage Airtel’s call centres covering inbound voice operations in the 23 circles. Till now, the payments were being made to these BPOs on the basis of call minutes. 

“We realised that what matters, when a call was made by a customer, is whether the problem was resolved or not. So we are focusing on outcome rather than the call duration. The aim is to uplift the BPO model from transaction-oriented to satisfaction-oriented,” said Dr Menon, whose portfolio was expanded in April this year to include customer service in view of the telco’s increased focus on user satisfaction. 

Refusing to divulge financial details, he said Airtel is raising the bar for KPI (key performance indicators) in the contracts with BPOs. This will be done through customer satisfaction analysis using business intelligence tools besides other means. 

Airtel is also working with Indian Market Research Bureau (IMRB) to get feedback from customers. “Customer service and innovation are the two major differentiators in the telecom industry. There is a huge focus on them,” Dr Menon added. The telco, with over 75 million users across mobile, telemedia and enterprises services divisions, is increasingly focusing on online resolution of customer problems as part of its “customer service transformation project”. “It will help garner new customers and retain existing users,” he said. 

Airtel is also supporting partner BPOs in scaling up operations. The company will focus on few key partnerships rather than entering into contracts with many players as this will ensure quality of service, he added.
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Banking and financial services sector driving the outsourcing industry
The outsourcing industry has given impetus to inflow of foreign exchange and creating job opportunities in India. The financial services sector has emerged as a key domain for outsourcing. 

 Banking, financial services and insurance (BFSI) comprise 38 per cent of the outsourcing industry in India (worth $47.8 billion in 2007). Most of the work outsourced comes from the US followed by Europe. 

According to a report by Mckinsey and Nasscom, India has the potential to process 30 per cent of the banking transactions in the US by the year 2010. Outsourcing by the BFSI to India is expected to grow at an annualised rate of 30 - 35 per cent. 

Outsourced services from the BFSI domain include customer support, software and solutions required for core banking, various banking processes like mortgage loan processing, application processing, verifications etc, and other services like market analysis, financial statement analysis etc. 

 While the major driver of the outsourcing wave is the cost advantage India enjoys in terms of employee cost, comparatively lower rentals for space etc., western outsourcers opt for India for various other reasons like better management, focus on core areas where they specialise, quality, service etc. According to Ramesh Mengawade, CEO and Chairman of Opus Software Solutions, a third party processor for credit, debit and prepaid cards, "outsourcing in card processing enables our clients flexibility and time to market advantages for introducing new features and enhanced security due to stringent regulatory compliance." 

 Recently the Financial Services sector in the US has been under a lot of pressure on account of the sub-prime crisis, due its exposure to securities backed by real estate assets. This has resulted in uncertainties regarding the flow of work from this sector to India. There is a view that the slowdown in the US will affect the IT and BPO industry adversely while there is another school of thought that the slowdown would eventually benefit India as companies will outsource more work to check their costs. 

It seems that the growth for companies with outsourcing jobs in the financial sector is here to stay in spite of the recession in the west and like in the past Indian companies will raise their standards to meet the requirement of their clients across the globe. 
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Surveys and Reports
US firms seen outsourcing 60,000 jobs to RP by 2010

Companies in the United States will outsource no less than 60,000 jobs to the country in about two years, according to the Philippine Software Industry Association (PSIA).

PSIA recently conducted a roadshow in the US, meeting with industry groups in Los Angeles, San Francisco, Chicago, New York and New Jersey.

In New York, the PSIA delegation attended the World BPO Forum conference along with Commission on Information and Communications Technology (CICT) chairman Ray Roxas-Chua III, who made a presentation on the local business process outsourcing or BPO industry.

"According to World BPO Forum's projections, an estimated 60,000 positions will be sent to the Philippines as part of companies' global sourcing strategy," said PSIA president Beng Coronel.

The Philippines is now the third largest BPO destination behind India and Canada, according to a study presented during the conference by analyst firm Everest Global, which was cited by Coronel during a recent PSIA briefing.

Based on the study, the Philippines accounts for around 15 percent of the total global BPO market, while India is on top with nearly 40 percent of the market.
BPO is an umbrella term for IT-enabled services such as contact centers, software development, engineering design, animation and medical transcription.

Based on industry estimates, call centers still pump in more than 70 percent of total revenues, estimated at nearly $5 billion. Industry group Business Process Association of the Philippine (B/PAP) has set a target of $12 billion to $13 billion by 2010.
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Human Resource
BPOs woo nurses for handling healthcare business
Nurses in India have never had it so good. After being wooed by hospitals in the US and Gulf, now the Indian IT/ITes sector is opening their gates to these Florence Nightingales. Outsourcing firms in the healthcare and life sciences and insurance space have started recruiting nurses and para medics to do jobs that require these specializations. 

Although, a recent phenomenon, the trend started a few months back as BPO firms started providing end-to-end services to health insurance, pharma, medical devices and healthcare industries in the West. According to some estimates the total healthcare outsourcing services market is close to $30 billion today and is expected to grow at 10% over the next two-three years. 

While companies started hiring nurses one year ago, no official marketing estimates on recruitment is available yet, say experts. Patni BPO for example, started recruiting nurses seven months back to handle long term care (LTC) management practice on behalf of insurance companies to manage medical care of elderly citizens in its Noida centre. As Sanjiv Kapur, Senior VP and Head Patni BPO, explains, "Nurses are involved in reviewing medical records, assessing risks, ensuring if medical check-ups are done on time. They also assist in timely administration of drugs, counselling and setting up physician appointments." 

The nurse also plays an important role in providing professional long-term care to the senior citizens. "Nurses in the US visit elderly patients to analyse their lifestyle and based on this they do a medical assessment. The assessment sheets are then sent to teams in India. Nurses here analyse and transcribe the details as per guidelines of the insurance company. The report is then sent back. Future diagnosis is done based on the assessment," says Kapur. 

"We handle adverse event reporting of drugs, product complains and questions, etc, for a leading US-based healthcare player servicing nearly 70 million customers," says Ashutosh Vaidya, Head, Wipro BPO. 
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