Press Release

Outsourcing to India set to suffer

“Brain drain” and data security lapses set to affect Indian outsourcing market, argue delegates at NOA summit

London, 30 November 2006: Allegations of data security lapses in Indian call centres, combined with the ‘brain drain’ that is currently being talked about regarding Indian graduates are set to negatively influence UK companies’ decision to outsource to India, research out today from the National Outsourcing Association shows. 

60 per cent of respondents of the research, which surveyed a sample of the 250 plus delegates who attended the NOA Summit held on the 14 – 15 November, agreed that ‘Indian brain drain’ will push up offshoring costs and ultimately affect UK companies’ decision to offshore there. More than 1/3 of respondents believe that allegations of data security lapses in Indian call centres will prohibit UK financial institutions from considering offshoring to India in the short and medium term. 

Another finding that will surprise many in the outsourcing industry is that despite repeated protestations from end users that suppliers are chosen based on their ability more than anything else, the reality is that 49% of respondents chose cost as the reason why companies outsource to a country other than India, whilst only 14% focused on the calibre of workforce. 

Other key findings from the research included: 

· 76 per cent of respondents cited China as the destination that is most likely to challenge India’s dominance over the next five years, largely due to cost and capacity. 

· 52 per cent of respondents believed that the knowledge transfer that occurs when client organisations outsource an internal process is likely to put the client at risk, unless best practice steps are followed.
· When an outsourcing project is put out to re-tender, 60 per cent of respondents felt that the best outcome for the client, and the one that does least damage to the client organisation, is to re-select the supplier the end user is currently working with.
Martyn Hart, chairman of the NOA Summit commented: “This research reflects the fact that there is a whole host of new supplier locations that many end users are starting to consider. Outsourcing has become a truly global market, and this can only be a good thing for end users trying to find the best service in terms of both cost and service levels. Cost-cutting remains a driving factor behind many outsourcing deals, but it is significant to note that whilst at one point in time it may have been the only reason to outsource, the knowledge that surrounds the outsourcing industry is far greater now, and people understand that they need to look further than just cost.  Previous surveys have shown 80% of end users decide on cost, it is noticeable that this figure is slowly declining as both service recipients and services providers understand that outsourcing is more than just about cost saving”. 

Editors’ Notes

National Outsourcing Association (NOA)
The NOA is an independent body whose objective is to ensure effective business management through the promotion of best practice, service and innovation in the application and development of outsourcing. The NOA’s role is to lobby UK government, OFCOM and the European Union on matters affecting the collective interests of its members and to deliver information on market developments and lessons learned from business outsourcing.

Members fall into three main categories: 

· Users - UK and overseas companies, which have outsourced (or are about to outsource) significant business infrastructure, such as: IT; telecoms; and processes 

· Suppliers – companies which fulfil outsourcing contracts 

· Support services - legal, recruitment and consultancy service companies which support the industry

The NOA communicates the significant benefits and strategic lessons of outsourcing to a wider audience, through conferences, seminars and publications. 
For more information on the NOA please go to: www.noa.co.uk
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