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A JOURNEY CALLED
GLOBAL OUTSOURCING

All the hope, celebration, and
protests notwithstanding, offshoring
today accounts for just about 3-4 per-
cent of the total outsourcing market
in the world. Depending on which side
of the fence you are, you can make
much of this little bit of fact. And
many do. Reactions vary from much
ado about nothing to immense un-
tapped opportunity that can be ex-
ploited.

Onething, however, isfor sure. The
hype does not match the ground real-
ity. It is a problem of growth. Call it a
positive problem, but a problem nev-
ertheless.

On the market side, there are three
big white spaces. Thanks to the de-
mand-exceeding-supply  situation,
none of the major suppliers target the
small and medium businesses. From
an IBM to a Delhi call center, it is the
Fortune 500 that his world begins and
ends with. The second biggest gap is
government outsourcing, amajor ver-
ticalin many markets, thathasnot yet
offshored, due to political reasons.
Third big segmentisnon-English mar-
kets, like Germany and Japan, which
do not have many supplier destina-
tions that can handle the challenges.
The biggest mover of offshoring in-
dustry, India, cannot speak any lan-
guage other than English.

While calculating the share of off-
shoring , however, the base includes
all these huge segments. Then, there
are the supply side constraints.

India, the only big destination that
is fairly ready; is fast getting saturated
as far as ready availability of man-

power is concerned. IT cannot take
much more growth in ths hort run,
though long term potential is still im-
mense. Among other destinations,
countries that are ready, like Philip-
pines and Ireland, do not have growth
potential beyond a point. And coun-
tries that have large young educated
population, donot have infrastructure
and stable political environment.

Simply speaking, global outsourc-
ing is not yet global. We have just
started the journey. Thankfully, we
seem to be moving in the right direc-
tion. All of us have the responsibility
to contribute and catalyze that pro-
cess. Global Outsourcing is a small en-
deavor in that direction. This special
compilation of selected articles—not
necessarily the best, but more a repre-
sentative of the range that we
cover—is one small labor of love.

We are launching an online re-
source center for them in June at
www.globaloutsourcing.org. It will
contain resources, data, news, analy-
ses, features-not just at a strategic
level-but also with ears close to the
ground, at most major offshoring des-
tinations. Some of the articlesin theis-
sue will give you a feel of what I am
trying to say.

Asmany of these articles are taken
from older issues, there may be
changes that might have happened.
Please keep that in mind when going
through them. In fact, that will give
you an idea of how fast thisindustryis

evolving. 5
Ut

Shyamanuja Das
shyamanujad @cybermedia.co.in
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Knowledge

s a McKinsey consultant gets

off alate evening flight at Syd-

ney and begins to get worked

up about an early morning pre-
sentation for which he still lacks some crit-
ical data, he calls up an McKC (McKinsey
Knowledge Center) staff and asks him for
it. By the time he'sready to begin work the
next morning, he has the processed infor-
mation in his mail. If he had asked, he
would have even got some preliminary
number crunching done.

Juhi Bhambal

This was not the case almost a decade
ago, when the consultant would have to
either do the research himself or pull up
an R&I (Research and Information) staff
from hislate evening pubbing and request
him for the information. This was because
of the wayresearch was structured within
McKinsey. McKinsey had about 800 re-
searchers at its R&I centers spread across
its 80 offices and several Practices. No one
office—not even the larger New York and

]
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An anecdotal account of how the
McKinsey Knowledge Center came
to be set up back in 1999

McKinsey

London offices—had sufficient specialist
researchers for each Practice group, while
the smaller offices didn't have enough crit-
ical mass even amongst the non-special-
ists. This, combined with the fact that the
demand from consultants had its peaks
and troughs, meant that researchers often
found themselves overworked.

This is what R&I managers lamented
about at an Asia-Pacific meeting for McK-
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insey R&I managers in Kuala Lumpur in
February 1997, The antidote came in the
form of a suggestion to set up an R&J re-
gional support center in India, much like
a back office. to be staffed with specialist
researchers. By creating amassof support
stall in a low-cost location, such a model
would allow R&I to give consultants in-
formation faster. and at lower cost than
happened traditionally. Consultants from
anywhere in the A-Pac region could send
in a request for generalist or specialist in-
formation or analysis via email or phone,
and staff in India would turn it around
within 24 hours. The center was to work
five days a week, round the clock.

This idea had been fomenting for a
while in the mind of Anil Kumar, a senior
partner at McKinsey, who had spent time
working on the remote-services area. It
was proposed at Kuala Lumpur by another
enthusiast of remote services—Amit Bha-
tia, the newly appointed R&I manager for
McKinsey's India office. Bhatia had come
to McKinsey from American Express
where he had watched Chairman and CEO
Harvey Golub's initiative to build three fi-
nancial resource centers, one each at
Brighton (UK), Salt Lake City (US) and
Delhi (India). So, it was easy for him to ex-

tend his learning from American Express
to the McKinsey situation,

Need for a parent

As expected, managers at the meeting
reacted to the proposal, citing problems of
language differences, database incompat-
ibilities, and absence of rapport with con-
sultants. But, the center got the support
that any radical project can't see the light
of day without—the support of a big wig.
In this case, it was Roger Ferguson, the
Firm's R&I Director worldwide, and now
Vice-Chairman of the Board of Governors
of the Federal Reserve System, US. So be-
gan the laborious process of writing busi-
ness plans and approaching senior
directors for buy-ins, before Ferguson left
to join the Federal Reserve System.

Ferguson was succeeded by an equally
determined Jane Kirkland. During this
time, the plan suggested two separate cen-
ters—the Quick Information Center,
which would service the global McKinsey
community, and the Pan Asian Desk,
which would service the region. Later the
Pan Asian Desk was dropped and the
Quick Information Center got christened
the McKinsey Knowledge Center.

As the remote-services idea gained
momentum, effort began to be put in to

finding guardian angels for |
and soon a set of OWnerg
Kirkland, Kumar, and Nee
partner from the Mumbg
members of an Advisory Cotrry a6
the McKC idea, while Bhatix Coc ,. ;}
be in charge of operationg K: mugi
the task ol getting the bUY-in n‘art&é
Firm members worldwide, v ”eof‘ sw
lobbied with R&I Managerg b
countries, and Bhargay, Wor vaq,‘
Bhatia on the details of the plan d "

With buy-in came CO“Struc.ti
gestions to make the plan Workab[eve y
them was to lower the bar of they, y
that McKC was proposing— i Wi p:"lq
ing to support McKinsey's hjgh_end;m
tices. This was lowered and 4 ey T
suggested that the center woyjg St Dl
to quick information needs;, and Oncey
gained momentum would it Move
vide information support to py, cti:.
And, to McKC's credit, within 4 Yo or,
setting up, itbegan supporting 5 fewp;,
tices by providing them customizeg d;
and analysis.

With a sound plan in place, only
matter of getting the go-ahead remaiy
In March 1998, armed with a Propg
that had passed many hands, anq bag)
by a team of partners, the McKc bo:
went straight to the
boss-Rajat Gupta,
Managing Director of
Firm. Gupta approy
and the center was ing
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- 10 people

offices-London and
Sydney
Low-end quick

~ Pilot to support two

~ research information

End of first year
45 people
60 offices (almost 50 percent

European offices, 15 percent US,
10 percent India)

Customized information and analy-
Sis support
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200 people
All McKinsey offices

Support center to Practices
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porated in February 1999.

Square peg in a round hole?
McKC had got partner-level support,
but it didn't have any customers. Offices
didn't see the value in participating, while
the local R&l staff wasnaturally insecure.
McKC identified the London and Sydney
offices as its pilot customers as there was
a genuine gap there which it could seek to
fulfill. These were large offices, whose R&I
teams were not able to meet the demand.
Their R&I teams, too, were less insecure
about givingup some of theirwork asthey
were overworked and looked forward to
getting some work off their back.
In fact, demand took some time to
build up. The first few months were ex-
tremely slack, with staff pouncing on any
work that came their way. So McKC de-
cided to 'pull’ work its way. It got implants
from the Sydney and London offices, who
gradually began to siphon work to India.
What sustained the ini-
tial trickle was the
. quality of output that
. the team delivered,
. and what began to
. feed McKC was the
| realization that the
 team could handle
\ analyses and the
" word of mouth
\ publicity that the
\ center got from

T e e et T ¥ §

| satisfied cus-
\ tomers. And
“': within Six

| months, vol-
ume ceased

'

sultants began to circuamnavigate their lo-
cal R&Is, McKC had to respond to the local
teams—alfter all these were the people
who's jobs were being affected. At an op-
erations level, McKC started to respond to
the consultants' queries with a copy to the
local office, thereby keeping them in the
loop. At a managerial level, Kirkland
called an R&I managers' meet, where the
MCcKC team took a stand of candor—"We
are starting with only 10 to 12 people.
Thereisno threat as this will be your back
office. We will see how to help it grow af-
ter piloting the service for the next six to
12 months."

MecKC hired from
India’s brood of sec-
ond tier MBA schools.
The idea was to get
people who were hun-
gry to prove they were
better than the ones
from first tier schools

Secrets behind the success

McKC outdid its projections. In the first
year, it had planned to service two offices.
It ended up servicing almost 60. It had
planned a 10-member team; it ended up
requiring a 45 member one. It had
planned to do almost 100 per cent low-
end quick-information work; it ended up
providing significant customized infor-
mation and analysis support as well.

But, what was the key factor in McKC's
success? "People," say McKC leaders. "In

the western hemisphere offices, MBAs

e p el oo ]

were consultants, while librarians were

R&I and there was a divide in the middle.

In India, we sought to put MBAs on either

side." This was something eminently pos-

sible in India with its brood of MBA
schools, people's willingness to work in
shifts, and lower wages. The hunt was for
second and third-tier MBA graduates,
people who were hungry to prove that
they were as good or better than the first-
tier MBAs. It resulted in the hiring of the
first batch of ten people, handpicked from
5000 resumes that the McKC appoint-
ment ad attracted. And this team was
driven by quality, believing that cost ad-
vantages are soon forgotten and matter
only to the owners.

Like many success stories, McKC,
too, started small, though it thought
big. It tested the model with a mere ten
people working from a few rooms at the
Taj Palace hotel in Delhi, scaling up in
staircase fashion to 20, and eventually
45 researchers and analysts by the end
of the first year. It was only after 18
months of existence, and continuous
demand from consultants, that it shifted
to alarger office in Gurgaon, a suburb of
Delhi and today a hotbed of BPO
activity.

Happily ever after

Today the firm has three knowledge
centers-the original one in Gurgaon, one
outside Boston, and another in Brussels-
servicing the three regions and the world.
While the knowledge centers provide ex-
tensive support to consultants and Prac-
tices, the local R&I offices are very lean.
This configuration is fairly close to the re-
gional plan first proposed almost ten years
ago-the original plan had proposed cen-
ters in India, the US, and UK. |

7+ GLOBAL OUTSOURCING - MAY 2005



