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Business purpose
overhaul
BPO was meant to focus effort by separating
'doing' from 'thinking'. But they forgot to
replicate capabilities. Will BPO companies
survive?

NKU5H Verma read the words on
his white board: "Levanter
Process House will soon have to
phase out and shut shop un-
less ... l" Those were written by
his boss Vinay Puri, the CEO of
Levanter, a company which did

process outsourcing for a number of big
companies from around the world. Puri's
frustration found such expression after
three months of piled-up customer
queries combined with a huge attrition
rate and a consequent spiralling of their
retraining costs. Ankush had let those words
stay on his white board through the last
month, determined to first arrive at a mean-
ingful diagnosis of what ailed Levanter and,
then, the industry.

Levanter had begun with the optimism. At first,
all he needed to fire the business was young, ener-
getic and bright 24 to 26-year-olds, today he was ago-
nising over the high attrition rate. Three years ago, to grab
this young set, one model that was used was 'fun at the
workplace': lots of visuals, games, contests and parties. So
all BPO companies lured people with a progressive mindset,
good conversational skills, belonging to upper-income homes.
They made them work at night since this segment enjoyed
spending nights out anyway, so BPO outfits also threw in a lot of
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'Barista' kind of fun. Plus, this was a set that wanted to grow aca-
demically and was willing to spend those few years between grad-
uation and professional education to earn the money to enter
better colleges overseas.

Levanter's USP to attract the young generation was 'Earn some
pocket money, make some calls and have fun'. All BPOs defined
their USP thus, because they had been unable to get people from
middle-class and lower-middle-class families to come and work
the nights. Social norms and taboos were major deterrents. So
they had to entice the upper middle class, as those were the par-
ents who were more progressive. Also, this was a social set that
was used to money and wanted more of it sooner, faster and in
large quantities and, best of all, it was the easiest to train; they
were verbose, fluent in English, so neutralising their voice and ac-
cent was easier.

But after 2-3 years of replicating this model, BPO badshahs
were discovering new home truths which they had been oblivious
to all along. A lot ofthese youngsters (called associates in the in-
dustry) wanted to grow big in life, had huge ambitions and
wanted more: more work, more intellectual challenges, more as-
signments, more growth. But that was not a given because this
model was based on a very flat structure: for every 25 such associ-
ates there was a manager, and after hundreds of such managers,
there was a senior manager.

A set which came for 'fun', added 'growth' to its
vocabulary within four months of joining this industry. And

growth, they were learning, was a distant haze. There was
no intellectual stimulation either. It was at best a repeated

process where somebody told them: 'Sit by the com-
puter, somebody will call, ask for his ID, punch that

ID', and so on. No thinking, no creativity, no ideating
and no intellectual stimulation. They had come
thinking these jobs would lead somewhere, but
now they were finding that these jobs don't lead
anywhere. Worse, these jobs were not meant to
lead anywhere! Neither did they add much skill
to their lives, nor did they enhance their compe-
tency to become better professionals.

Retaining these associates was a challenge
for Levanter as for the rest of the industry, since
every player had copied each other in moves,
position and content. But Ankush realised that
the people aspect was linked in a far bigger way
to the operations than they had credited so far.
There were, in essence, two models which were
operating in the industry today: one was the

'market facing' model, where a BPO offered serv-
ices to outside companies. Two, there were the

captive units like GE, Citibank and Hutch, whose
BPO services were for use by their global mainline

operations. Now, a number of youngsters chose these
bigger names thinking: 'If I am a BPO employee in

Citibank, then, probably soon, I can find an assignment
in its banking business'.
But reality was that none of these boys and girls had the

skill sets to become professionals in a GE or a Citibank be-
cause, one, they became cultural misfits and, two, all they were
trained to do was make and take calls. The upshot of all this was
that a BPO worker ended up being an industry clone without the
assurance of intra-business mobility. Three years into its life, the
BPOassociates had discovered the reality. Growth was now visibly
non-existent. So the whole industry was echoing Ankush's

dilemma: what do we do so that these people stay back longer, re-
main excited and motivated?

Ankush mused: "Here we are, we created this huge monster.
Now how are we to sustain this model?" Not just Ankush, nobody
in the industry seemed to have an answer. The much celebrated
model had survived the last three years for Levanter. But the chal-
lenge that was now staring him in the face, like Puri's angry graf-
fiti, was how was he to take this forward? And it had to be taken
forward, because they had invested heavily into the concept, both
financially and emotionally.

Growth apart, other concerns were presenting themselves.
One, this business depended on working at nights. On a
regular basis, it was a strain on one's biological system; he
himself had seen employees complain of fatigue, tired-
ness and general lethargy. It was also a mundane job. Two,

and this was a biggie, you could imbibe an American accent, but
you could not imbibe American culture without being there. Be-
cause the BPO business relied on having the right contextual and
cultural mindset!

And this was what Ankush put before Puri as the second prob-
lem. "There is a uniqueness to every culture, a certain work ethic,
a certain speed of working and a certain sensitiveness to com-
plaints," he said. Thus, for example, if a hospital called from the
US complaining about, say, equipment that was not working, the
associate in India was unable to appreciate his angst; he could not
relate to a culture that saw a defective machine as non -productive
and a hindrance to patient care. Explaining this to Puri, he said:
"You cannot bridge our lethargy and their customer-centric ap-
proach to patient care. We tend to treat a customer request/com-
plaint much the same way as we are used to - both as suppliers
and as consumers of customer care: say yes, but drag your feet.

''Again, we don't spend time on diagnosis, but are happy to put
a patch on a programme or write a small macro and save money."
"Lastly," Ankush went on, "a BPO outfit is customer service's arm;
it requires a cultural marriage between demand and delivery. The
western customer asks and is more assertive. We, on the other
hand, hedge a lot and never push back."

The last was more visible in Levanter's case, whose assertive
customers of financial services demanded more from the system,
which had to be versatile and flexible. And with time, the cus-
tomers' expectations from Levanter had begun to increase. For
example, Levanter's finance BPO division did central account
payables, closing of accounts, primary level accounts consolida-
tion, cash balancing and coding, SEC and other statutory report-
ing from India for many global companies. Earlier, a lot of these
tasks were happening in different locations of a company. Global
companies saw this as duplication of cost and effort. So similar
operations of one company were moved from multiple locations.
to a seamless, boundary-less single point: India. Those countries
retrenched several hundreds of people, whose numbers were re-
placed in India. Thus, for example, DT Emergency Health Care,
with operations in 14 countries with 10 businesses in each, had
centralised its account payables with Levanter India. With that,
many of the people in home countries, where these jobs were be-
ing performed, left. But the fallout of this was that these firms also
lost their subject matter expertise.

This disadvantage was now rearing its head as CFOs of client
companies were asking the BPO companies for opinions and
solutions as they would ask their in-house accountant. Such
questions were going beyond the 'rule-set' mentality which Lev-
anter had created, which was: 'Hey people, there will be an input,
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you have to process it, produce the output. Job over!' In fact, re-
centlya customer-CFO in the UK had called Ankush to say he was
not happy with the operations that Levanter delivered. "You give
me an alternative," he said.

Throwing his hands up, Ankush told Puri: ''And I, sitting here in
India, tell him, 'But wait a minute, I am a BPO operation, I am a
low-cost country, I am supposed to hire low-skilled staff who can,
at best, take your instructions and work strictly according to that.
Because that's what we have been doing ever since inception! We
are not geared for strategy!'

"To that, he replies: 'Sorry, but I don't have the people! My peo-
ple are with you! And have been with you for the last couple of
years! I am far away from the process, I don't know what the inputs
are and what is causing defects in the process, you are closer to
the process and you have work from seven different locations of
the company! You are, thus, a specialist, you have 200 people
working with you. Youknow 25 different ways of doing this job. So
you give me a menu of options.' Now, what do I tell him? That I am
not geared for 'thinking'? That I never trained my people to 'think',
to look beyond the process? That I run this magnificent outfit with
parties and posters, but I neither hired those kind of people, nor
am I training them to acquire such skills?That mine is not a skills-
based operation?That the skills are meant only for repeatable and
reliable functions?"

A compatriot in another BPO firm had agonised to Ankush: "In
this industry, who will do the thinking? Now, our HR heads are
blaming the model and asking: 'Do we have the right profiles? Are
we selecting the right people? Are we advocating the right kind of
work environment? Are we gearing up for the next level of evolu-
tion where we will have a centre of excellence that will do the
value-added services and not 'rule-set' services?"

"Evolution? But whoever thought of evolution earlier?" won-
dered Ankush. "When this industry took shape, this was how the
terms were defined: you are taking this job to India. This is the
standard operating procedure. Youwill have to do steps one, two,
three, ...."Such a rule-set, terms of reference, didn't include evolu-
tion! But things were changing now. For if they weren't, customers
like David Hawthorne, controller ofDT (the UK-based emergency
health care), would not be aiming sharp questions at him and
CEOs like Puri would not be writing mean graffiti on his white
board. The truth was: clients were asking for, without stating it,
process improvements.

CFO Don Kingsley, a customer sitting in far-away Texas, had
called Ankush one day and said: "I don't want to do the consolida-
tions this way. Change the process." Now, that was a very legiti-
mate demand from any finance controller. After all, he was asking
if the consolidation of accounts could be done differently: can

it be faster, cheaper, better, more visible, more anything? Or can it
also track for me, through the same database, the following re-
ports? But truth was that AnKush had no answer for Kingsley as he
had neither the skill-sets, nor the competency and the mindset for
those kind of things. But then, neither could Kingsley perform
that function. "But how do I?" he asked. "The people who de-
signed these business processes, who worked in these functions
before, have all gone." That's where the problem lay.The thinkers
of this function had left already, the doing was happening in India
and, critically, it needed rethinking, rebuilding, re-engineering
every year!

A
s a result, controllers like Kingsley, who received a consoli-
dated reporting package, despite the information at hand,
were feeling they were not in control. The various locations,
today, sent their data to India where it was processed and
converted into information based on a prescribed set of

procedures. So yes, Kingsley was getting information, but today
he wanted to re-examine the system to see if the data needed re-
interpretation. "Asa controller, I am an engineer of information,"
said Kingsley, "so I might want to redesign the MIS; for that I need
to examine the original information design!"

Explaining this to Puri, Ankush said: "In a home-managed op-
eration, the data is only a click away. But today, all that data sits
with u's;now, how do I help him? Face it, his demand is legitimate.
His irritation is also legitimate. There is no capturing of the origi-
nal thought design! And he is a controller!"

In fact, the exchanges between Kingsley and Ankush had been
more acerbic. Kingsley had said: "Asa controller, I am supposed to
do a constant evaluation of all the market products available for
every accounting function to see if a new tool needs to be added
to our armoury. Until two years ago, that sort of examination was
done by either the controller or his stooges. Now, who does it?
Whose baby is it? Mine? But how? I don't even have the data!
Yours?Youwill say: 'I am a low-cost processor in India and my job
is not to think!' So whose role is it? Today, I get a consolidated
package and I am supposed to be happy. But I am a thinker and I
am asking myself whether I am supposed to think about my func-
tion as a whole and its impact on the organisation as a whole. Or
am I supposed to break it up into multiple fragments and
think about only what is apparent as handed over to me by you?"

Ankush's BPO outfit also handled centralised payments for DT.
So the invoices were scanned and sent by each of the 120 DT op-
erations the world over and Levanter processed all the account
payables centrally. A few weeks ago, the proverbial trash had hit
the fan when Hawthorne called to say a payment for $230,580 had

been made twice. "How?" he had asked.
Ankush had spoken to one of his managers, the sim-

ple and dedicated Mahalingam. Mali, as he was
known by people in a hurry, was in charge ofDT's

account payables. According to the procedure
laid out, he checked the bills he got against
the purchase order, ticked off the things he
was supposed to check and if everything
was in order, he would initiate a wire trans-
fer request that would pay the creditor.
There were 12 things he had to check before
clearing a transaction. But Mali said: "The

payment, which I processed, passed all 12
steps, so I paid. Am I supposed to use my intel-

lect or follow the rules? If you say follow the
process, I am doing it. I tell my people to follow the
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rules and they do." But there was one logical step
that Mali had missed that an ordinary account-
ant would not have missed: if he was going to
post an entry into a customer's account, an
accounts man would typically glance at the
last 8-9 entries in the account to see if a
similar amount appeared. In DT's case,
such an amount appeared just two days
earlier in the creditor's account.

Explaining this control weakness to Puri,
Ankush said: "Thus, when a system is in my
control, as a controller, I also build in the prob-
ability of human error in my checks and bal-
ances. So my accountant would have spotted the
errant amount and asked: 'Kisne payment kiya?' But the
prescribed procedure does not ask Mali to check that!"

Ankush understood that he could not tell Mali to 'use his
intellect' because all along he had been telling Mali: 'There are 12
steps to the process, close your eyes and simply do as it requires.'
Now, he said to Puri: "In a BPO system, this error happens, as
there is a common queue of account payables. Each time a bill
is sent, the queue feeds them into the waiting line. About 30 peo-
ple are making these payments. Once you have paid, you go to
the bin and pick up the queue. It says: 'Activate this payment in
the name of Operator No.6.' Against the payment, you write
Operator No.6. There is a three-minute slack between your
activation till it's updated on the mainframe server which is,
say, in the US. In that three-minute period, if Operator No.7 also
picks up the same bill, then the computer will put in 6/7 and
that payment will get processed twice." Puri was incredulous.
"That is a system error!" he said. "Yes," agreed Ankush, "but this
system was put in place so long ago and they have not invested
in updating or auditing the system controls. And Hawthorne
is too far away from this data entry situation to ask me the fun-
damental question: 'What is the time lag between two bills get-
ting assigned?'

"In an ordinary BPO system, how is anyone to know if an error is
taking place? How do you ensure audit controls, completeness
and accuracy of payables when it is being done in a mechanised
rule-set manner? Do we have audit controls operating before the
system or after the system? The moot point is: who is responsible
for the audit? Work gets done here and is reviewed in the US.
Sometimes they expect people here to do the checks, but we are
not trained in audit procedures!

"That is the evolution I am talking about. As time goes by, our
holistic perspective and knowledge has to improve since we, now,
manage the subject matter! Only then will our operation survive
and sustain the millions we invested in it."

Puri spoke to an ex-colleague, DhananjayVittal, an internal au-
ditor. "How did the big audit firms allow such a de-linked process
to pass muster when the audit trail can't be maintained?" he
asked. "The truth is," said Vittal, "they are not being asked this
question! And my point has been: 'When you move such opera-
tions lock, stock and barrel across the seas, when you move the
transactions to India, can you move capabilities?' You can, but
did they? They only moved the 'doing' part of the function, but
not the 'thinking' part of the function! In the old times, when an
accountant entered data, his checks and balances operated in
parallel with the entries. But someone thought, look, there is so
much donkey work in the accounting process, so let us separate
the doing jobs and the thinking jobs. So they moved the doing
jobs to BPO outfits, not realising that doing and thinking in ac-

counting is inseparable! If you did want to separate them, then
you would have to replicate the capabilities with the doers. If you
did that, the de-linked audit trail would have been sustained and
would be possible to pick up from anywhere."

"That is the evolution I am talking about," said Ankush as he
heard Vittal. "That is the evolution we need to invest in - replicat-
ing the capabilities here. We are at the crossroads where the buck
is tossing between Hawthorne, the controller of a huge operation,
and us, the processors of his operating transactions. He asks,
'What can I do?' We tell him, 'What can we do?' The point is that
between the two rhetorics, capabilities lie abandoned. For him to
pick it up, he needs the transactions and the systems; for us to
pick it up, we need the authority and the capabilities."

"How do we build the capabilities?" Puri asked Vittal.
"Hire seven or eight qualified, trained managers, send them to

your clients' locations; let them work in that environment, in the
context of that business and its operations. I am talking not just of
the cultural context, but also the business context. Such people
won't just be doers, but also thinkers; they will then have the pre-
cise business sense to run a global shop."

Ankush agreed. That's where this business model and the way
this business was being resourced begged for changing. The BPO
companies did not need verbose good-looking 23-year-olds, nor
the 12 steps to survive. It needed capabilities and a different
mindset from entrepreneurs!

When this industry began, nobody asked about transfer of ca-
pabilities. "Nobody could have envisioned it then," he mused.
"We were selling a low-cost country then, suggesting, 'Take costs
out'; we were thumping our chests saying so many million dol-
lars of savings have come to India, nobody was anticipating
that two years down the line, capacities and capabilities will
be a poser!" Today, controllers like Hawthorne are lamenting:
"How do I perform my role of a controller without people to
execute the controls?"

"Where did the solution lie, if at all there was one?" wondered
Ankush. Controllership in the business was suffering, according
to many controllers, as the actual 'doing heads' were outside their
control ambit. Indian BPO outfits' lack of capabilities was imped-
ing the process improvement. Add to that our own short -sighted-
ness in hiring and creating a culture of process-minded mental-
ity, he thought.

BPO companies had to significantly improve their delivery sys-
tem. That was a combination of several things: the people they
hired, their retention, the understanding of business process and
its context, to name a few. Today, the call was to BPO firms, like
Levanter, to deliver greater value-addition to justify their exis-
tence. And that was Puri's anxiety! •
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Plan in detail
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U
VANTER will soon have to phase

out and shut shop, unless ...!" One
can only hope that these words of
Levanter CEO Vinay Puri are not

rophetic! In fact, most of the BPO
firms, with a few exceptions, are passing
through a similar phase.

Driven by market forces and technolog-
ical development, the BPO industry is
likely to touch the $300-billion mark by
2005. While for most clients BPO is a major
cost-saving opportunity, there are others
who outsource the repetitive back office
jobs to focus on their core business activ-
ity. India has emerged as the hottest desti-
nation for BPO seekers since it has a large
pool of skilled white-collar workforce flu-
ent in English and, of course, the cost arbi-
traging opportunities it offers.

Everyone jumped onto the BPO band-
wagon in search of a fast-growing business
opportunity, but most seem to have
missed the intricacies involved in manag-
ing a BPO business. The fallout has been
that now they are facing similar dilemmas,
like the one faced by Levanter.

In my view, there are broadly three types
ofBPO opportunities:

Pure voice-based calI centre opera-
tions: These revolve around customer con-
tact, both inbound customer calls and out-
bound telemarketing.

High volume routine processing of
transactions: It doesn't involve too much
of analytical work, nor does it require spe-
cialist functional skills.

Higher order back office work: Ahuman
resource management job that supplies
chain management functions.

Each of the above needs a separate busi-
ness model, skill-sets and orientation. The
BPO industry in India has just graduated
to the second phase of transaction pro-
cessing and is yet to acquire the skills
needed to undertake more sophisticated
back office jobs. Here, I am referring to the
third-party BPO vendors, which excludes
the captive units, so the challenges and

complexities vary.
In call centre operations, the major chal-

lenges are mother tongue accent neutrali-
sation and relating to clients' cultural con-
text. However, today, the most pressing
problem that these operations face is high
attrition rates. Despite the various HR
interventions, it is difficult to retain agents.
This can be attributed to sheer monotony
of these jobs, which require neither special
skills, nor offer career growth opportuni-
ties and intellectual stimulation.

The problem can be partly addressed
by broadbasing agents' profile. For in-
stance, middle-aged housewives are seen
as a potential replacement by many call
centres. This may not eliminate the
problem fully, but it would help lower the
attrition rates.

On the other hand, for higher-end back-
office work, forging an enduring business
partnership is a challenge which can be
met through continuous process improve-
ments and value-addition. Most call centre
managements jump into back office serv-

Despite the various HR
interventions, it is

diUicultto retain agents.
This can be aHributed

to the sheer monotony of
these jobs, which require

neither special
skills, nor oUer career

growth opportunities
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ices without adequate planning, not realis-
ing that the client looks for a reliable and
capable long-term partner who can add
value consistently. Some CFOs have dis-
covered that offshoring doesn't always live
up to its expectations, as promised by the
vendors, due to the absence of a robust
governance model. Here, they view off-
shoring as a strategic partnership and not
as a tactical method of saving money. As a
result, the service provider's capabilities,
domain knowledge and their complete
awareness of clients' needs is paramount.

So the BPO firms must possess both
process knowledge and strategic vertical
industry knowledge. To most CFOs, a BPO
outfit's inexperience is its biggest risk.
However, structuring an outsourcing rela-
tionship to maximise value is not easy, it
requires a consensus on service-level
agreements, process benchmarks, focus
on new technology and scrupulous up-
front transition planning.

Clearly, Levanter seems to be the kind of
BPO firm which doesn't plan adequately, or
invest enough in best practices manage-
ment, or build subject matter expertise.
Puri must address these loopholes to retain
his clients. Process discipline is critical, but
not like Mali, who blindly followed the
12-step process. Had he spotted the dupli-
cate payment, he could have helped Lev-
anter win DT's trust.

Finally, these key questions will help
BPO firms find a blueprint for action:

What is our BPO focus?
What should be the business model and

the kind of value-sharing relationship with
the client?

What is the differentiated value proposi-
tion we offer?

What should the model for consistently
superior value deliveries be?

Which skill-sets and capabilities will
satisfy clients?

BPO is a huge opportunity for India, only
if the managements do not deem it as just
an extension of a call centre. _
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Get smart!
K.GANESH
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THE BPO industry took off on a large
scale in the last two years when
US-and UK-based companies moved
processing to India. With the chal-
lenge of explosive growth came

the inevitable issues that confront a
nascent industry.

First, the industry needs to disseminate
information about BPO. Based on how it is
positioned and accepted by the society,
BPOjobs can be either seen as mundane,
repetitive and low-skilled, or as jobs that
require special skills and are better than
others. Visiting colleges, talking about ca-
reer options and future opportunities in
BPOare some steps towards this end.

The early entrants to the industry are
guilty of glamourising the job beyond
reality. Emphasising only on the positive
aspects and not talking of the pressures of
the job has led to a gap between expec-
tations and reality. But this can be ad-
dressed through more balanced commu-
nication. Perhaps, candidates should
spend a day in a BPO firm to feel the job.
Using employee referral programmes can
also help new recruits.

Initially, the industry treated BPO as a
homogeneous sector and recruited people
with stereotypical profiles. Actually, the
industry has distinct segments requiring
different skill-sets. Compared to other
jobs, the rewards are nearly double in
BPO: learning best practices at a young
age, exposure to the world's leading com-
panies and having 'fun', despite odd work-
ing hours. If the right segment is targeted,
based on required skills and profile, the
gap between expectations and reality can
be reduced.

The issue of career growth for the young,
ambitious employee needs to be ad-
dressed. Though the hierarchy pyramid is
steep, there are several positions that an
associate can aspire to grow into through a
structured development programme like
quality analyst, process analyst, voice
coach and subject matter expert (SME).

These positions offer a higher job content,
better salary and status. Job rotation
with/without a promotion to other fu-
nctions like transition, project manage-
ment and account management, is an-
other option.

Attrition also occurs because young as-
sociates are not clear about their goals.
Having a counsellor who can give some di-
rection to their thought processes will
make them consider their future and
career more seriously.

Cultural context and soft -skills training
is an important aspect ofBPO. Voice-based
processes require building rapport with
clients. The associates can be trained by
initiatives like sending trainers and core
team members to client sites and conduct-
ing cross-border team workshops. Creat-
ing 'buddies' from client call centres for as-
sociates so that they interact with their
counterparts abroad will also help context
and cultural sensitivities.

The process improvement question is a

The early entrants to the
industry are guilty of
glamourising the job

beyond reality.
Emphasising only on the
positive aspects and not

talking of the pressures of
the job has led to a gap

between expectations
and reality
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natural product" of evolution and it also
applies to outsourcing within India. A typi-
cal feature in an in-house processing situa-
tion is that processes evolve continuously
with time. In an outsourced scenario, this
flexibility is lost.

Having an ongoing transition and a
project management team with the sole
responsibility of interfacing between the
client, the client's user departments and
the BPO team is one solution. Initially, this
team will document the processes, develop
rigorous process maps and clear process
flows. On an ongoing basis, this team will
capture the changes desired and, in a
structured way, communicate and imple-
ment them in the outsourced processes.

Also, the clients expect proactive pro-
cess improvement or re-engineering to
meet changing user requirements. An SME
can achieve all this by working closely with
the client and the user department. It will
help in avoiding the consequences of elim-
inating the 'thinking' part, as the case illus-
trates. Also, the company and the vendor
need to examine and agree on the process'
stability level, the frequency of modifica-
tion reviews and the SME's location.

Even in an in-house processing sce-
nario, as the team grows, the 'thinking' and
'doing' need to be segregated to achieve
efficiency. So the only way to avoid prob-
lems is to design the process with robust
controls and audit checks. The rule-set
procedures need to be reviewed and loop-
holes plugged through strong internal
audit processes.

The industry is facing growth pangs,
which need to be addressed for India to be
established as the 'back office of the world'.
But the fundamentals that make BPO at-
tractive for foreign companies are strong.
Here, most challenges are a result of off-
shoring the process to a location many
miles away. The huge success of Fortune
500 and FTSE 50 companies with BPO
firms in India has proved that offshore BPO
is here to stay. _
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"While the initial logic for outsourcing or offshoring is almost always
the cost arbitrageand cost -saving possibilities, this is not a sustain-
able long-term advantage. The sensible ones move up the value
chain to become strong business partners to the clients," says
Ram S. Ramasundar in a discussion with Meera Seth.
Meera: The BPO business is a very viable one, given
India's profile as a young country, its accent on ed-
ucation and its past performance as a country
that will get where it plans to. Every industry we
entered has always been preceded by some
planning with resources - investment and
manpower. Yet, when one looks at the way
BPOs have taken off, the sustenance point
seems to lie at the grassroot level staff. And here
is where there seems to be a lack of core training
- training that also leads to career development.
The hiring strategy that Levanter used was similar to
selling cola - freedom, fun and enjoyment. In hindsight,
this model has not been sustainable; humans grow, evolve and
'fun' is not enough. Growth then becomes key. How come the
brains behind this industry underestimated the needs of the
young set? Especially if you consider the SEC set of the young
hired: they are not going to be happy with a job that does not add
power to their profile.
Ram: BPO, as an industry, is just about five years old and is still on
the learning curve. Cast your mind back to the IT industry, which
after a decade oflow growth really took off only around 1999 or so,
fuelled by the demand for fixing the millennium bug. Every indus-
try goes through these learning phases and graduates to a higher
level of sophistication over the years, and the BPO industry is no
exception to this rule.

People tend to sweep all BPO activities with the same brush,
little realising the wide range of jobs it encompasses ... and the di-
verse skill sets required for performing these various tasks. At the
basic level, you have voice-based jobs (such as call centres),
which are customer facing. At the other end, there are highly
skilled jobs such as claim adjudication or tax accounting. At the
base of the pyramid, the job is always routine, repetitive and mo-
notonous (Please tell me how the job of a re-
ceptionist in an office ot, the accounts
payable clerk in a company is any different
in terms of its drudgery or skill content. The
problem is the type of people recruited to do
such mundane tasks.)

As with every evolution, the hiring strat-
egy will also get fine tuned over the years as
the industry matures. Being a new industry
(unlike FMCG, for instance), BPO had no
reference point. Since good knowledge of
English is an essential pre- requisite, the tar-
get segment for recruitment was the college
campuses and youngsters from middle and
upper class families - and quite obviously
the industry tried to provide an environ-
ment which this set of youngsters could

identify with, such as fun, freedom, parties, infor-
mality etc ... Unfortunately though, the BPO man-

agement forgot about the career growth and as-
pirations of such a group, till such a time they
were faced with the huge attrition rates.

The problem, essentially, is three fold:
a) Complete reliance on young kids from col-
leges.

b)Far too much emphasis on money as a moti-
vator (too many financial incentives and awards,

which lose their sheen after a while) to the exclu-
sion of job satisfaction and career aspirations.

c)Exponential growth of the industry in a short time, with
demand far outstripping the supply (walk-in interviews have be-
come the norm).

Levanter's dilemma is exactly what every BPO had faced
sometime or the other .... It is indeed difficult to meet the career
and growth aspiration of so many youngsters, especially since
BPO is a manpower intensive industry with a very steep pyramid.
The solution could be to move into the hinterland (the Iaipurs and
Vizags), widen the recruitable base by looking at the retired age
group or housewives and widen scope of activities by taking on
inter-process transfers.Most BPOs have started moving in this di-
rection already.
Meera: Let's look at the demands of this business on the young:
night working, masking identities, monotonous operations and a
continuous exertion of polite behaviour. Even six months of such
existence can lead to a distortion of behaviour patterns and health.
Are BPOs sensitive to this? Rather, has this even been sensed? What
are they doing to manifest this sensitivity? Or are we encashing the
old Indian character of tolerance, resilience, patience and a
phoenix-like ability to survive every storm? How are BPOs in other
countries in Asia managing or responding to this need?

Ram: This is indeed a serious issue and prob-
ably can be better answered by a psycholo-
gist. All night shifts, combined with monoto-
nous routines, tend to have a deep
psychological impact, especially at the im-
pressionable age of young kids just out of the
colleges - more so since this throws their so-
ciallife in complete disorder. It is not that the
BPOs are not sensitive to this aspect, but
given the fast and furious pace of growth,
most of them are in the hiring mode just to
keep pace with the growth and haven't had re-
ally the time to reflect on solutions to address
this problem. Here, the BPOs could pick up
some lessons from the manufacturing sector
- such as assembly lines, or the continuous
process industries, where there is a planned

Can we argue that it is
difficult for an Indian

drawing less than
Rs 5,000 to understand
the Quality demands of

a High Street
customer?
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rotation of shifts such that no one ends up doing the night shifts all
the time.

Meera: Training, no matter how much, is limited by your cultural
context. The in-built Indian lethargy born out of 'sab theek hai' is
anathema to the very core of a BPO's customer-centric business
purpose: prompt, efficient and effective response. Is it viable/fea-
sible to train BPO associates to change their mindset? Can a 20-
year old unlearn his environment? Read this in the light of my sec-
ond question: can a company which has no sensitivity to the
needs of its grass root level staff imbue customer service sensitiv-
ity into its operations?
Ram: While there is an element of truth regarding the cultural
context, it can be overcome by proper training and an appropriate
mindset. If it were not so, and ifwe continue the' sub theek hai' at-
titude' we can never have a global ambition. I would like to give
two examples: the first one is our IT industry, say, for instance,
Wipro. This is an organisation in the top echelon of the IT indus-
try, providing top end IT services to the demanding Fortune 500
customers. Equally impressive is the way it had transformed itself
from an edible oil company to a top class global IT company. This
would not have been possible without superior customer service,
amongst other things. Customer service is a mindset which has to
flow from the top, and Azim Premji embodied that attitude and
infused the whole organisation to place the customer first and
foremost.

Take another example. Jet Airways is in an industry domi-
nated by the public sector Indian Airlines, well known for its cus-
tomer service (lack of it), safety and punctuality record. In such a
scenario, Naresh Goyal launched his Jet Airways and took it to the

o. 1position in market share in less than a decade - not by simple
price competition, but by offering an outstanding value proposi-
tion founded on service comparable or better than international
standards and on-time punctuality. He truly delighted the cus-
tomers. Yet, don't the air hostesses of Jet airways come from the
same stock as Indian Airlines? (They are also basically 20-year

olds). The difference lies in the company's value
system and the focused training of the staff in
customer service.

Meera: Therefore, cultural attitudes determine, to
a large extent, the outcomes of our efforts. If no
effort is made by BPOs to evolve culturally, and
impart that to its associates, won't it really end up
being a mere servants' quarters for the global
companies? Is this a return to corporate colonial-
ism? And I am once again coming back to train-
ing, to developing the cultural mindset.
Ram: While the cultural context is important to
understand and empathise with, its importance
should not be over-stated. The relevant contex-
tual knowledge can always be imparted through
training to a receptive audience. After all, how
come the great MNCs are so successful across the
various continents? IBM, Uniiever, Hp, Coke, LG
and Samsung, to name a few, are successful in
every country they operate in, by understanding
the local business context and culture and adapt-
ing to that environment. BPO is no different.The
contact centre executive, for instance, has to be
coached and trained adequately on the customer
expectations of a US customer. Let us consider

the case of an Indian garment exporter to a customer like Marks &
Spencer in the UK. Can we argue that it is difficult for an Indian
worker drawing less than Rs 5,000 to understand the quality de-
mands of a High Street customer? Precise processes, careful mi-
cro-level planning, continuous training and well-tailored incen-
tive programs ensure that the garments meet the standards
expected by the customer. The situation is very similar in BPO- it
is not necessary for the call centre associate to understand Amer-
ican culture in total to deliver the service quality expected of him
or her.

Meera: Businesses, companies and brands alike carve their fu-
tures through their birth script. BPOs in India seem to have carved
theirs as being mere doers, not thinkers. But a huge scope lies un-
tapped. Why, even an articled clerk graduates from checking ac-
counts to suggesting systems improvements. If the BPO business
has led to subject matter expertise getting centralised in India,
shouldn't they now logically move from the rule-set mentality to
one that can ideate, think, strategise as well? Why are BPOs un-
willing/unable to capitalise on this fall out of being a central
processor and therefore the unwitting specialist and thus de-
velop thinkers? It is fascinating because, as a people, we are nu-
meric, we are thinkers, we are programmed for logic (a birthplace
of software genes). For example, in the case, when the CFO of a
client asks Ankush for an alternative strategy, his cry is: "But I am
not geared for strategy!" So who is stopping Levanter from mean-
ing more things to more customers? All the ingredients for an all
new business is sitting right there: resources, knowledge through
interaction of different and similar company operations, and-
critically - the expressed customer desire for such service. The
key question here is: how long can BPOs seek to survive doing re-
peatable/reliable operations and not migrate to value-added op-
erations, especially when it's sitting on a goldmine of subject mat-
ter expertise?

As a CFO, answer this Ram, is this relocation and distancing of
subject matter expertise going to lead to more financial goof-ups
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and inefficiencies? Until now, we had financial goof-ups of a
planned kind; now, will we have worldwide financial lacunae of a
different kind? For example, read what Don Kingsley says to
Ankush, it's scary: "Asa controller, I am supposed to do a constant
evaluation of all the market products available for every account-
ing function to see if a new tool needs to be added to our armoury.
Until two years ago, that sort of examination was done by either
the controller or his stooges. Now,who does it?Whose baby is it?
Mine? But how? I don't even have the data! Yours?Youwill say: 'I
am a low cost processor in India and my job is not to think!' So
whose role is it?Today I get a consolidated package and I am sup-
posed to be happy. But I am a thinker, and I am asking myself: am
I supposed to think about my function as a whole and its impact
on the organisation as a whole? Or am I supposed to break it up
into multiple fragments and think about only what is apparent, as
handed over to me by you?" Then read about Mali's predicament
with the double payment.
Ram: This is really the hub of the problem. BPOs, if they consider
themselves as mere sweat shops, cannot survive for long.While the
initial logic for outsourcing or offshoring is almost always the cost
arbitrage and cost saving possibilities, this is not a sustainable long
term advantage. The sensible ones move up the value chain ladder
to become strong business partners to the clients. There has to be
consistent value addition, value enhancement to the client's busi-
ness,which requires investment of time, money and effort in build-
ing up the subject matter expertise and in developing a sound
knowledge of the client's business. For instance, ifyou are a claims
adjudicator for a US insurance company, you need to understand
how the insurance industry operates, understand HIPM regula-
tions and constantly update the knowledge on the regulatory and
other developments in the area of insurance in US.This obviously
requires creating a team of industry /subject matter professionals,
who track and keep in touch with every development. It is shocking
to see Levanter cry out in exasperation: "I am not geared for strat-
egy".It is a completely short -sighted thinking.

Tomy mind, a successful BPOhas to display three sets of qual-
ities and attributes:
a)Outstanding operational and delivery excellence.- They must
ensure delivery of agreed parameters at better than the agreed
SLA's (service level agreements). Delivery excellence doesn't
mean a robotic execution.
b)Consistently demonstrating process capability and subject
matter expertise, through value added suggestions/service to the
client's business processes.
c)Become a pro-active change agent and act as a facilitator, or at
least, an enabler of change in the client organisations.

In other words, BPOs should quickly move from being cost arbi-
trage providers to business process optimisers to true business part-
ners that enable business transformation for their clients. It is not
an easy ladder to climb - but one which has to be climbed never-
theless in as quick a time as possible, if the BPO business has to
endure the passage of time.

Finally, I would just like to draw a parallel with the manufac-
turing sector. Workers (generally not very educated) in an assem-
bly line are required to do the same routine job flawlessly shift af-
ter shift - following the so-called rule books and manuals,
without any exception whatsoever. This is measured by statistical
quality standards and productivity measurement tools (which is
delivery excellence as per SLAsin the BPO context). However,
there are processes and forums such as quality circles, suggestion
box schemes, shop floor kaizen teams, etc., where the manage-
ment, supervisors and workers interact and identify areas for im-

provement in the areas of costs, quality, design, etc ( which is
process optimisation in the BPO situation). At the final stage of
evolution, the suppliers and vendors to the plant are involved at
the design stage of a product itself and work as business partners.
Pray,why should the BPObe any different? It is the myopic view of
Levanter that is to be blamed.

Neither Levanter nor the client seem to have done their
homework adequately before jumping on to the BPObandwagon.
Levanter thinks its job is just to follow the rule book (with out
thinking) and the client company (in the words of Don Kingsley,
the controller) thinks it is Levanter's job to think. Asa CFO,Iwould
never hand over my financial processes to such a BPO,since that
will be a sure recipe for chaos, mayhem and disaster. Iwould have
still maintained an empowered organisation of a select few peo-
ple to track BPO performance on agreed parameters and also to
work on system improvements on an on-going basis. Iwould have
also set up a process steering committee (consisting of my man-
agers and BPOmanagers) who will meet regularly, say, once in six
months, to review the SLA'scurrent state of processes, process en-
hancements required, evaluation of system up gradation options,
etc. Come to think of it, this is no different from the assembly level
quality circle or Kaizen team.

More importantly, the BPO SLAsshould lay down a future
road map for deliverables, with clearly built-in improvements for
service levels, costs, process improvements, etc., with appropri-
ate rewards and penalty provisions.

Meera: Which brings me to the audit of control weaknesses and
control objectives that are intrinsic to any accounting system.
Who carries the can? Let me say, it seems unfair to rap the knuck-
les of the global client. It is equally unfair to blame the BPO. In
Hawthorne's example in the case, the issue is: "In an ordinary BPO
system, how is anyone to know if an error is taking place? How do
you ensure audit controls, completeness and accuracy of
payables when it is being done in a mechanised rule-set manner?
Do we have audit controls operating before the system, or after
the system? Today the moot point is: who is responsible for the
audit! Today, work gets done here and reviewed in the US. There
are some times when they expect people here to do the checks,
but people here are not trained in audit procedures!" Sowho is re-
sponsible for the audit trail? And can capabilities be shifted with
the doing part of the functions?
Ram: Audit will be a joint responsibility of both the client and
the BPO. This is not an 'either or 'situation. Like with every
aspect of accounting function, audit controls and trails have to
be clearly agreed upon and established before the out sourcing
decision. From pure manual accounting to EDP accounting to
full-fledged ERP accounting, (such as SAP or Oracle). the
accounting and internal control mechanisms have evolved ...
right? Prior to outsourcing, at the design stage itself, adequate
care has to be taken to build in audit controls and trails, through
appropriate security encryption and technological solutions.
There has to be documentation controls, validation controls,
reconciliation controls, etc., all of which can be in-built into
the system.

Having said that, the primary ownership for the audit and ac-
curacy still rests with the CFOof the client. It is his responsibility
to ensure that the system parameters are set correctly, and this is a
function of how actively the CFOand his team are involved in the
nitty-gritty of micro planning prior to outsourcing. Merelyby out-
sourcing, the CFO cannot disown his responsibility. The CFO
function hasn't been outsourced! •
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