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India’s outsourcing outlook
continues fo remain positive

SHOULD President

Barack Obama’s latest

stand on off-shoring and

outsourcing worry India

Inc? Or are we over-play-

ing its cause and impact?

My answeris yeswe are
andlet mesharewhy? The

| dramatic increase in the
number of companies us-

| ing offshore outsourcing
hascontributed, inpart, to

= the transformation of In-
dia over the last 10 years,
creatinga $50 billion ex-
portindustryforIndiaand
has been an area of grow-
ing concemn to many

American workers. With

three million job losses al-
readyintheUS, theoff-shoringconcemisnowel-
evatedtoastridentvocal opposition.

Off-shoring gets blamed for the economic
vows of the US along with the greedy bankers.
Populist demand s forcing politicians, including
President Obama, toverbalise and partiallyiniti-
ateawholerange of HR, taxand labour relations
policy changes in the US such as non-tariff barri-
ers against offshore outsourcing, restrictions on
H1B visas, information privacy laws and state
governmentinitiatives.

These are all facts. However, there is some hy-
perbole on its impact on India’s GDP and job
growth/slowdownandIbelieve itis not going to
be asmuchas manyreportsandarticles may pur-
port. There is a growing obsession that the busi-
ness in India is dramatically slowing down as a
resultof such US regulations. Here are few things
toconsider:

ExportITandBPOoff-shoringaccount forless
than 7% of India's GDP and USA accounts for
60%ofthat. So, off-shoringexportstothe US con-
tributeto4%ofIndia's GDP.

America’s banking and financial services in-
dustry has been gutted and ravaged by irrespon-
sibledecisionofbankers. Thissectoraccounts for
over 40% of the BPO/IT export industry in India
and the actions of the bankers will have a much

bigger and lasting impact on the BPO industry
growthvsPresident Obama'sthetoric.

The housing and banking crisis has rippled
through every sector of the US economy, result-
inginlayoffs and reduced projected hiring plans.
Thenatural consequenceisifUS companiesneed
less people going forwardyouhire
less people whether offshored to
IndiaorintheUS.

The systemic downward
pressure on the US dollar and
declining input factor cost in
Indiaforoff-shoringwill continue
to make it a compelling cost
saving proposition for US compa-
nies that mere fiscal efforts may
not be able to counteract on a
sustained basis

Last but perhaps the most
significant phenomenon that
will drive job growth in India and
will not be a zero sum game in
termsofourUS counterpartsisIn-
dia'sinternal marketopportunity,
which the US politicians cannot
impact significantly (the Indian
politicianscan).

Drivenbytheimperativetooff-
set slower growth in US and Eu-
rope, US multinationals will
continue investing and growing
their operations in India, seeking
newermarketstosell

Letmeshare twospecificsitua-
tions. The recent price deregula-
tionin the insurance industry has
lead to price declines that is forc-
ing insurance companies in India £
to rightsize their operations. Per-
haps not the best time to see multinational com-
paniestoIndiainthisspace.

Surprisingly, three new propertyand casualty
insurershave entered Indiain the last sixmonths
and will generate 10,000-15,000 new jobs. A
leading technology company continues to ex-
pandandinvestinIndianotbecauseoflowercost
delivery capabilities but because of market and
growthopportunities. Whenlaskedtheirhead of

oto: BLOOMBERG

HR inIndiawhytheywere investing so heavilyin
India, he told me that they have won five major
contractsworthover $1 billion each from places,
whicharewithintwoandahalfhoursofflyingra-
diusfromIndia.

The current crisis triggered by one nation's ir-
responsibility is deplorable and is impacting
every nation and most people. However, the im-
pact of President Obama's and the US politician
sentiment about off-shoring will have minimal
impactolndia’sGDPgrowthandjobcreation, but
will create significant headwind which will di-
minishgrowthforITand BPOcompanies.

India’sjoband GDP growthis decoupled from
Obamarhetoric, looselycoupledwiththe revital-

isation of US companies that need to grow and
coupled with our own belief in our potential
of our people, business leaders, politicians and
resourees.
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