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1.  Synthesis 
 
ICTs are transforming world economies with an increasing number of countries, especially in the 
developing world, identifying the ICT industry as a key sector for achieving rapid economic 
growth. In particular, the business process outsourcing (BPO) sub-sector, worth over $130billion 
worldwide, provides one of the greatest economic opportunities for wealth generation and 
employment creation. For example, India is usually the first stop for western companies looking 
to increase profits by outsourcing some of their business processes and employs over 1.5 million 
people in this sector. The country earned US$39.6 billion in the financial year 2006/2007 from 
call centres, back-office operations and software development. The amount contributed to 5.2% 
of national GDP. The Philippines on the other hand, earned US$3.26 billion over the same 
period.  
 
With these outstanding results, many developing countries such as Mauritius, Ghana, Costa Rica, 
Kenya and Rwanda are seeking to follow suit. These countries are at varying stages of 
developing a business process outsourcing industry. Kenya, impeded in the BPO industry to-date 
by poor and expensive communication links to the rest of the world, is hoping that the arrival of 
the fibre-optic cable will boost its status as the region’s top economy. Kenya hopes that this, plus 
cheap labour, clear accents and customer fatigue with Indian call centres could help it hook into 
this multi-billion dollar industry.   
 
As an indication of how important this sector is to Kenya’s economic growth, BPO is one of the 
pillars in the government’s Vision 20301

 

.  Kenya has also developed a policy framework and 
defined some strategic directions (Kenya ICT Strategy 2006), one of which explicitly focuses on 
BPO as a key opportunity for realising the country’s ICT objectives. A Kenya BPO and Contact 
Centre Society (KBPOCCS) was formed to set standards and provide for self-regulation while 
the Kenya ICT Board (KICTB) takes the lead in marketing Kenya abroad as a BPO destination 
of choice. To address the bandwidth issue in this sector, the Kenya government, has taken a stop-
gap measure of subsidizing bandwidth costs with support from the World Bank while the country 
awaits the arrival and implementation of the under-sea cable along the East African coast.  

While Kenya is preparing itself to enter into this vibrant market, it lacks empirical evidence and 
tailored research to guide its policy decisions and investment options. There is demand and 
specific requests from the government and key stakeholders in the sub-sector for this type of 
information. This is the gap that this study intends to fill. The research aimed to support the 
efforts of the government, private sector and civil society in Kenya to maximise opportunities 
and minimise risks in the selection of appropriate policies, legal and institutional frameworks, 
infrastructure and capacity building strategies. Detailed case studies were carried out on business 
process outsourcing companies and their clients in eight countries: two countries that outsource 
work to developing countries, two countries that have a mature BPO service industry, two 
countries that have an emerging BPO service industry and finally two countries that are just 
starting out on the BPO journey (pioneer markets). A thorough analysis of the Kenya business 
environment and culture was carried out with the aim of developing a ‘BPO marketing strategy’ 
that is unique to Kenya.  Through this study, critical success factors for the BPO industry in 
                                                 
1 The popular version of this document is available for downloading at [http://www.scribd.com/doc/3480381/Vision-2030-
Popular-Version] 
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Kenya were identified and clear recommendations provided for policy makers and industry 
practitioners to support their policy decisions, investment choices and operational approaches. 
Findings from this research are therefore expected to directly influence policy and inform 
practice. Its results will also be documented and widely disseminated in a policy brief to be 
disseminated to legislators and policy makers. 
 
The following is a summary of what has been achieved so far: 
 

• A full-time Project Assistant was hired and started work in August 2008 
• Instruments for data collection were developed and piloted 
• Launch workshop was held in September 2008 
• Data was collected from USA, South Africa, Mauritius, India, UK and Kenya 
• Database has been developed (Url: http://scibpo.uonbi.ac.ke/) 
• Data input into the database and analyzed for the six countries 
• Mid-term workshop was organized in December 2008 to provide interim results to 

stakeholders 
• The final results were discussed by Kenya ICT Action Network (KICTANET) listers in 

June 2009 
• Final workshop was held in July 2009 to present and discuss the critical issues and the 

policy options and recommendations with stakeholders 
 
 

http://scibpo.uonbi.ac.ke/�
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2.  Research Objectives, Scope and Methodology 
 
The research objectives, scope, expected outcomes, and methodology are outlined below. 
 

2.1  Objectives 
 
The overall objective is to undertake comprehensive research in the business process outsourcing 
(BPO) sub-sector in pioneer, emerging and mature markets in order to provide evidence and a 
deeper understanding of the imperatives for success in this industry to better inform Kenya’s 
policy decisions and investment choices.  
 
The specific objectives are: 
 

1. To provide empirical evidence and recommendations to inform the development of BPO 
legislation, policy and strategy documents by Kenya’s Ministry of Information and 
Communication, Kenya ICT Board and Kenya BPO and Contact Centre Society among 
others. 

 
2. To identify the critical success factors that underlie BPO industries in developing 

countries (in pioneer, emerging and mature markets) in terms of: policy and institutional 
environment; legal and regulatory considerations; incentives; infrastructural & bandwidth 
requirements; effects of bandwidth subsidy; human capacity needs & capacity building 
requirements; criteria for choice of BPO destination; trends in BPO demand; and types of 
BPO operations. 

 
3. To examine and provide comprehensive case studies of eight countries representing 

pioneer, emerging and mature BPO markets.  
 

4. To provide a deeper understanding of youth employment and gender issues within the 
BPO sector in pioneer, emerging and mature markets.  

 
5. To increase the level of awareness and input among key stakeholders through interactive 

dialogue on key BPO issues within the Kenyan context.  
 

6. To contribute to the knowledge base in this emerging area through publication and 
dissemination of a book entitled “The BPO Sector in Mature, Emerging and Pioneer 
Markets: Lessons and Opportunities for National Development.” 

 

2.2  Scope 
The plan was to conduct research in: 
 

1. 8 countries classified under 4 categories: 
 BPO clients: USA and UK (3 BPO clients each) 
 Pioneer BPO services: Kenya & Ghana (3 companies & 1 BPO client each) 
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 Emerging BPO services: South Africa & Egypt (3 companies & 1 BPO client 
each) 

 Mature BPO Services: India & Mauritius (3 companies & 1 BPO client each) 
2. Three BPO Associations: 

 Regional Asian BPO Association  
 Business Process Outsourcing and Call Centres Association in Kenya  
 BPeSA - Business Processing enabling South Africa 

 

2.3  Methodology 
 
The researchers used the case study approach, which involved a review of existing documents. 
These documents included national policies and strategies, laws governing the BPO 
sector/industry in a country, publicly available documents on the BPO firms and associations 
chosen to be part of the case studies. Further, the case study involved key informant interviews 
with the key national officials and persons involved in the BPO firms and associations. These 
people were identified through contacts the researchers had, contacts from other interviewees 
and search through the websites of the chosen BPO firms and associations. In one or two cases, 
the researchers used the Embassies of the case study countries to obtain contacts.  
 
Finally, structured questionnaires were administered for the various sources of information, 
namely with BPO vendor managers, BPO client managers, BPO consultants, youth and women 
working in the BPO companies. These questionnaires were piloted with one BPO vendor in 
Kenya and the final instruments compiled for data collection. 
 
Eight countries, were chosen for the study. These countries were Ghana and Kenya as pioneer 
countries; South Africa and Egypt as emerging BPO destinations with great promise; India and 
Mauritius as mature BPO destinations; and UK and USA representing the countries with the 
highest outsourcing work.  
 
Two countries in the original scope were not covered; Egypt and Ghana. This was largely 
because of budget constraints. One of the partners who was supposed to provide part funding, the 
Kenya ICT Board, could not do so. However, the researchers were convinced that the huge 
amount of data from the six countries was adequate to give policy direction to Kenya. Moreover, 
any further delays in completing the project would have missed the objective of informing BPO 
policy. With McKinsey&Company consultants completing a related consultancy at the time and 
with the landing of the undersea fibre cable in June 2009, it was important that the study 
provided results and recommendations at this crucial time. 
  
One of the key objectives of the research was to increase the level of awareness and input among 
key stakeholders through interactive dialogue on key BPO issues within the Kenyan context. 
Therefore, the researchers organized a half-day workshop to sensitize the stakeholders about the 
study and discuss the methodology to be used especially the questions to be asked. Another 
stakeholder workshop was held half way through the research to report on interim findings. The 
total findings were also discussed in the Kenya Action ICT network (KICTANET) online forum. 
Finally, there was a final stakeholders’ workshop to discuss the policy options and implications. 
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3.  Research Findings 
 
This section outlines findings in terms of critical success factors for each of the key areas of the 
research. 

3.1  Policy, Legal/Regulatory and Institutional Frameworks 
 
The following table is a synthesis of the findings on the critical success factors on policy, 
legal/regulatory and institutional frameworks of the BPO industry in vendor countries (namely 
South Africa, India, Mauritius and Kenya).  
 

India Mauritius South Africa Kenya 
Policy framework 
• Policy priority given to 

IT-BPO sector in 
Special Economic 
Zones to spur growth 

• Cyber security training 
& awareness policy 

• BPO/ITES is an 
integral part of 
national development 
vision 

• BPO/ITES vision & 
strategy is driven from 
the top of government 

• BPO&O sector as one 
of the top three 
priority sectors to 
stimulate growth 

• Incentive framework 
to attract investors 

• Aggressive marketing 
as a BPO destination 

• Government 
support for BPO 
and ICT sectors, 
especially the 
prominent role of 
BPO and the ICT 
infrastructure 
projects 

Legal and regulatory framework 
• Strong legal system 

and compliance with 
international laws e.g. 
labour laws, 
international 
relationship, etc. 

• Adoption of 
International standards 

• Appropriate legal 
framework for 
BPO/ITES industry 

• IPR & data protection 
laws to provide 
confidence to 
investors 

• Comprehensive BPO-
specific Quality 
Assurance Framework 
(standards) – 
benchmarked to global 
best practice 

• e-transactions part 
in Kenya 
Communications 
(Amendment) Act 
2009 that enables 
e-commerce 

 

Institutional framework 
• National Association 

of Software and 
Services Companies’s 
(NASSCOM) 
effectiveness and close 
working relationship 
with government and 
academia 

• Data Security Council 
dealing with fraud and 
cyber crime 

• Dynamic & effective 
Board of Investment 
(offers OSS for BPO 
investors) 

• Effective advocacy by 
OTAM   

• Active BPeSA & 
regional BPO 
associations, with 
government funding  

• National Contact 
Center Union 
(NCCU), offering 
support and protection 
to its members when it 
comes to labour-
related issues in the 
workplace 

• Formation of 
KICTB and its 
bandwidth subsidy 
project and 
marketing Kenya 
as a BPO 
destination 

• KBPOCCS’s  
advocacy and draft 
BPO standards 

• EPC and its annual 
training forums for 
services-oriented 
exporters on how 
to market their 
services  
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3.2  Human Resource Issues 
 
The following table is a synthesis of the findings on the critical success factors on human 
resources. 
 

India Mauritius 
• India produces approximately 1 million graduates 

per year thus ensuring an adequate supply of 
skilled human resources  

• Fluent English, communication and customer 
service skills are generally strong in India; 
however accent is still an issue. 

• Children are introduced to science and technology 
and this helps to nurture a strong culture and 
interest in these fields  at  a very early stage  

• Numerous international brands have their offshore 
operations in India and send experienced and 
highly skilled staff from their home offices to work 
in the India operations, thus transferring skills to 
the local population. 

• There exists a National Skills Registry, to ensure 
that individuals employed by organizations have 
their background and qualifications verified  

• Call centres practice continuous recruitment and 
training of call centre agents.  BPO/KPO courses 
have been entrenched in education system. 

• There is however up to 40% attrition of agents that 
work in the BPO industry 

Other factors: 

• Competitive Remuneration 
• A secure career with progression, benefits, perks 

and transport  
• Performance-based recognition and reward 

• A population that speaks both French and English making 
the workforce an attractive one for firms seeking to set up 
and serve European clients 

• Teachers are Equipped with the necessary ICT skills in 
order to improve pedagogy for the benefit of learners 

• A UK Education System with which clients easily 
identify  

• Review of the curricula at the level of primary and 
secondary levels in order to improve the quality of 
education for Science and Technology and introduce new 
learning methods; 

• Creation of an ICT Academy to train people after Higher 
School Certificate 

Other factors: 

• Performance-based recognition and reward 
• Travel opportunities 
• Competitive remuneration 
•  Conducive work environment 
• Working hours and overtime payment 
• Job security with career progression 
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South Africa Kenya 
• The Skills Development Act 1998, established the 

National Skills Authority, Sector Education and 
Training Authorities (SETAs), and other bodies in 
the Department of Labour to promote development 
and training. 

• A Training and Skills Support Grant is provided 
directly to approved projects towards costs of 
providing company specific training  

Other factors 

• Staff retention strategies (job security, career 
progression and good working environment) 

• Continuous training  
• Affirmative action in the provision of training 

services to the regional populations especially to 
address past injustices 

• Kenyans generally have a neutral accent and English is 
the official language 

• Current Economic Survey puts the number of university 
student enrolment at 124,000 

• The Kenya Government has established an Industry-
specific University (Multimedia University College of 
Kenya) to address the HR gap. 

• In general, the Employment Act  2007 is friendly for the 
employee as it provides for a suite of benefits  

• The Work ethic is quite weak 
• BPO companies and Call centres practice continuous 

recruitment and training of call centre agents. 
• The standards for career progression opportunities are not 

yet developed 
• Self-improvement support 
• Continuous in-house training 
• Competitive remuneration 

 

3.3 Youth and Gender 
 
The following table is a synthesis of the findings on the critical success factors on youth and 
gender. 
 

India Mauritius South Africa Kenya 
Gender 
• Women in 

Leadership-IT 
Initiative by 
NASSCOM  aims at 
enhancing 
participation of 
women into the 
workforce 

• An elaborate ‘Equal 
Remuneration Act, 
1976 (Act 25 of 1976 
amended by Act 49 of 
1987)’ for ensuring 
equal remuneration for 
both genders 

• There is a Labour Act 
that prohibits 
employment of female 
employees in industrial 
undertakings between 10 
p.m. and 5 a.m.  

• Privilege for female 
workers to absent herself 
from work-during 
pregnancy. 

• ICT Literacy, IC3 & ICT 
Awareness courses by 
National Computer Board 
are provided to women in 
different regions of the 
country 

• Powerful Office on 
the Status of Women 
(OSW). Developed 
policy on women 
empowerment & 
gender equality, with 
section on “ICT and 
women” 

• Provision for Family 
Responsibility Leave 

• No gender 
affirmative action 

• Employee-friendly 
Kenya’s 
Employment Act, 
2007 that provides 
for: 

o 3-months 
maternity 
leave 

o 21 days 
annual 
leave 

o 2 weeks 
paternity 
leave 

  

Youth 
• Strong legal system 

and compliance with 
international laws e.g. 
labour laws, 
international 
relationship, etc. 

• There is a Labour Act 
that prohibits 
employment of young 
employees in industrial 
undertakings between 6 
p.m. and 6 a.m. 

• Labour Act prohibit 
employment of youth for 

• National Youth 
Economic 
Empowerment 
Policy & 
Implementation 
Framework – 
addresses youth 

• A Government 
Ministry 
specifically for the 
youth 
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India Mauritius South Africa Kenya 
more than 36 hours in a 
week 

development across 
all sectors (BPO 
included) and it 
endeavors to ensure 
that all young 
women and men are 
given meaningful 
opportunities to 
reach their full 
potential 

 

3.4  Tax, Infrastructure and Other Incentives 
 
The following table is a synthesis of the findings on the tax, infrastructure and other incentives 
for the vendor countries studied. 
 

India Mauritius South Africa Kenya 
Tax incentives 
• 100% tax holiday for first 5 

yrs, 50% for next 5 yrs and 
50% for balance 5yrs for IT-
BPO sector 

• Excise duty and service & 
sales tax exemption 

• Removal of domestic air 
travel tax 

• 90% profits of software 
exports is exempted from tax 
zero customs duty for 
software imports 

• Zero customs duty for 
software imports 

• Zero duty on import of 
hardware for export projects 

• Single point taxation for 
venture capital funds 

• Enhanced rate of depreciation 
of computers 

• 100% income tax exemption 
till 2010 

• *All the above benefits are 
limited to prescribed zones 
with a minimum of 25 acres  

• 15% corporate tax 
(the lowest globally) 

• Customs duty is 
based on world 
custom’s structure 

• *Special tariff 
reductions on SADC 
or COMESA goods 

• Zero duty on 
computers 

• * Mauritius abolished 
all other tax 
incentives 

 

• None • 10 yr corporate 
income tax holiday 
for EPZ companies 

• 25% tax rate for 10 
yrs (except EPZ 
commercial 
enterprises) 

• Vat and custom duty 
exemption  

• Proposed Special 
Economic Zones  
wherever companies 
offices are located as 
well as in  areas 
demarcated by 
government  

• Stamp duty 
exemption on legal 
instruments 

• 100% investment 
deduction in EPZ 
buildings and 
machinery for 20 
years 

• 100% foreign 
ownership permitted 

Infrastructure incentives 
• Amongst the world’s lowest 

telecom tariffs driven by free 
market competition 

• Amongst the world’s largest 
domestic satellite systems 

• Good telecom system 
• Has one submarine 

cable and one 
satellite system 

• Mauritius Cyber City 

• Good road network 
• Has SAFE fibre 

optic cable 
• Has 3 satellite 

earth stations 

• Ksh.900m for 
developing business 
park 

• 3 fiber optic cables 
landing in Kenya by 
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India Mauritius South Africa Kenya 
• Has 5 submarine cables with 

different landing sites 
• Has 3 satellite earth stations-

accelerated power 
development reform program 
initiated in 2001 to fast track 
power distribution 

• National highway 
development program ahead 
of its time line. 

• It has the 2nd largest road 
network in the world 

• Has 35 Government owned 
and 25 private owned 
software development parks 
with special IT- specific 
infrastructure 

(business park) 
• Incubation centre for 

ICT services 
• Quality infrastructure 

ICT parks 
 

• Most modern 
telecommunication 
system in Africa 

• Connecting to fibre 
optic cables by end 
of 2009 

 

end of 2010 
• Bandwidth subsidy 

from World Bank 
• National fibre optic 

cable 
• Licensing of 2 more 

mobile companies to 
operate in Kenya 

• Telecommunications 
liberalization 

 

Other incentives 
• Liberalized norms for 

investments of up to 100%  
foreign equity with full 
repatriation benefits. 

• Setting up of IT Venture 
Capital Fund. 

• Fast track clearance of goods 
imported by manufacturers of 
electronic goods. 

• Deployment of additional 
resources for technical 
Manpower development. 

• IT software and services 
industry has been accorded 
the status of a priority sector 
by the Government 

•  Export Processing Zones 
(EPZs) set up to provide 
internationally competitive 
infrastructure facilities  

• Free repatriation of 
capital and profits 
without any prior 
Central Bank 
approval.  

• Dividends from 
companies resident in 
Mauritius and from 
holders of Regional 
Development 
Certificates are tax-
free.  

• Enacted anti-money 
laundering and 
terrorist financing 
legislation while the 
business framework 
itself has been made 
simpler.  

• A "Work & Live in 
Mauritius" 
department has been 
set up within the 
Board Of Investment 
(BOI) as a single-
facing service 
counter to expedite 
formalities for 
individuals and 
investors setting up 
in Mauritius.  

• Grants, including 
investment 
incentive grants, 
training and skill 
support grants, 
export market and 
investment 
assistance, 
technology 
industry finance, 
etc. 

• Encouraging the 
growth of offshore 
outsourcing, 
through marketing 
the services of 
those exporting 
services.  

• Competitive risk 
related rates based 
on prime interest 
rates for 
investments in 
technology 
intensive 
businesses. This is 
most suitable for 
software 
development. 

• Govt funding of 
BPeSA and the 
Regional 
Associations get a 
good percentage of 
their funding from 
Government 

• Establishment of the  
Kenya ICT Board in 
2007  

• Facilitate and 
manage ICT 
industrial incubation 
and technology parks  

• Development and 
marketing Kenya as a 
competitive 
destination for 
Business Process 
Outsourcing services 
in Kenya and abroad. 

 

http://www.boimauritius.com/WorknLive.aspx�
http://www.boimauritius.com/WorknLive.aspx�
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3.5  Outsourcing in Client Countries 
 
USA and the UK are the two main clients of outsourcing and as such, formed the two case 
studies for the Clients section of this research.  There is a lot of ‘anti-outsourcing’ regulations by 
both the USA and UK governments.  The main overriding factor in both countries is that 
outsourcing takes away work from the citizens (UK and USA).  For instance President Obama is 
particularly against outsourcing. He has proposed a tax revision which will mean that US 
companies, earning income overseas, will have to pay US corporate tax on that money 
immediately, rather than deferring payment until the income is returned back to US soil. This, 
together with a couple of rules recently passed by the Senate (e.g. strict conditions on H-1B 
hiring) will see a downturn in outsourcing. 
 
What are the drivers in outsourcing?  
In out-sourcing and off-shoring, clients generally are looking for similarity in work culture and 
quality (client-centric culture).  In both USA and UK, clients (especially services that involve 
regular direct interaction with the customers e.g. call/contact centres) will outsource to vendors 
that are able to replicate the client’s work culture and deliver exactly the same (or higher) quality 
of service as an in-house or on-shore operation.  Optimal service (no longer cost-saving alone) is 
therefore now the key driver to selecting an outsourcing destination.  For example, successfully 
service an American insurance company, the agents working at the vendor’s site must fully 
understand/identify with the operations of the insurance industry in the USA. Other drivers 
include: cultural alignment, balance on-shore and off-shore, vertical expertise, technological 
savvy, innovative business models, global footprint, re-architecting to transformational, 
connecting operations to analysis, and tailored industry services. 
 
What are the opportunities for outsourcing? 
In both US and UK, the following are the major industries where most of the outsourced work is 
derived: banking; investment management; insurance; legal; supply chain, logistics, 
transportation; healthcare; news, media & entertainment; energy & utilities; agriculture/food; 
pharmaceutical/biotech; government & public agencies; and manufacturing. 
 
Which are the preferred outsourcing destinations? 
In the USA, the top ten (10) preferred outsourcing destinations, in order of preference are: 1. 
Rural or Small Town USA (via Indian Companies), 2. India, 3. Eastern & Central Europe, 4. UK 
& Ireland (areas of high unemployment), 5. South America, 6. Mexico, 7. Philippines, 8. 
Canada, 9. Russia and 10. Middle East. It can be noted that Africa does not feature. In the UK, 
the perceived best three destinations as voted during NOA’s 2008 
(www.noa.co.uk.index.php/awrds ) annual awards are: 1. Egypt, 2. Romania and 3. Philippines. 
Only Egypt, which is often considered as part of the Middle East, features in Africa.  
 
Perceptions of Kenya(ns) 
There is widespread perception that there is no effective focused marketing of Kenya’s strengths 
as a BPO destination. Kenya has a unique opportunity to learn from mistakes of other countries, 

http://www.noa.co.uk.index.php/awrds�
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such as, India, and exploit her strengths as outlined above. Other perceptions on opportunities 
that can make Kenya a better outsourcing destination include: 

• Kenya can make use of the Kenyans holding senior positions in multinational companies 
in the Diaspora to bring in work to Kenya; India did this with a high degree of success. 

• Government incentives such as tax holiday and bandwidth subsidy could help in growing 
Kenya’s outsourcing industry.  

• Kenya should identify special industries where the country is sure of critical mass of 
experts, e.g. law, finance and  Information Technology (IT) 

• An initiative to sell BPO and Call Centres as a viable career amongst Kenyans is 
necessary.  

• Exploiting Kencall’s win at the Birmingham Expo of 2008, which gave Kenya more 
visibility especially in the UK. 

• ‘Obamania’ can be used to promote outsourcing to Kenya. This is an area that can be 
used effectively probably in collaboration with the Kenya Tourism Board. Obama’s 
presidency put Kenya in the limelight regardless of the fact that he is not a Kenyan. If this 
is pitched correctly it can be used effectively.  

 

3.6  Key Strengths and Weaknesses 
 
The following table is a synthesis of the findings on the key strengths and weaknesses of the 
BPO vendor countries studied. 
 

India South Africa  Mauritius Kenya 
Key strengths 
• 1 million English speaking 

graduates in various disciplines 
• Large pool of science, technology 

and engineering graduates. 
• BPO/KPO courses entrenched in 

education system. 
• Strong culture of science and tech 

formed from young age groups. 
• It has good infrastructure such as 

science & technology parks, fibre 
optic cables, reliable electricity. 

• Good road network, 10% of 
national highways have four-lanes 

• Lower operating costs than 
competing destinations 

• It has a strong industry association  
• Strong work ethic 
• License application procedures 

are easy. Investors have a single 
window clearance. 

• India has strengthened its legal 
system and strives to ensure 
compliance with international 
laws e.g. labour laws, 
international relationship etc. All 

• 100,000 university 
graduates annually. 

• Strong financial 
services sector. 

• BPO courses in 
education system 
produce 40,000 BPO 
job ready graduates 
annually. 

• There is an adequately 
sized and skilled talent 
pool (agent and 
managerial). 

• Fibre optic cables. 
• BPO specific incentives 

to invest in the country 
such as grants of  
R37,000 to R60,000 per 
seat; and training and 
skill support grant of up 
to R12,000 per agent. 

• Strong capabilities in 
actuarial science. 

• Successful branding 
and marketing strategy 

• Their education 
system is based on 
the UK system thus it 
is easy for client 
countries to identify 
with them. 

• ICT academy to train 
high school leavers. 

• The World Bank 
‘Doing Business 
Indicators’ shows 
that Mauritius has a 
favourable 
investment climate 
ranked at 24 with 
other critical rankings 
such as number 11 
for protecting 
investors and 7 for 
starting a business. 

• It is a multilingual 
country (with two 
European languages) 
so it is an attractive 
destination for both 

• Highly skilled 
labour force. 

• English is official 
language; teaching 
is in English from 
Nursery level. 

• Over 30,000 
University 
graduates annually. 

• Neutral accent. 
• Warm welcoming 

culture. 
• Customer service 

orientation as a 
result of tourism 
industry 

• Regional hub for 
communication & 
finance. 
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India South Africa  Mauritius Kenya 
these with a view to encouraging 
investors into the IT-BPO 
industry. 

• Existence of the Data security 
council 

• Cyber security training and 
awareness policy put in place by 
the Government 

• National Skills registry (NSR)  
facilitates personnel background 
checks 

 English and French 
speaking clients.  

• The higher 
stakeholders have a 
very strong 
relationship with 
private sector and 
hence training needs 
clarity. 

 

Key weaknesses 
• Heavy Indian accent which has 

resulted in poor customer 
experience. Many international 
clients now provide premium 
access lines to their top customers 
so that the calls are handled in 
their home country (USA/UK) 
rather than India.  

• High attrition rates among call 
centre agents. 

• International backlash due to 
security breaches has meant that a 
number of companies have pulled 
out of India.  

• High operational 
expenditure due to high 
cost of labour and high 
cost of bandwidth. 

• Strict qualification 
criteria for incentives 
leading to slow uptake. 

• There is a negative 
perception of 
working in 24/7 
environment. Many 
Mauritians cannot 
imagine working at 
night. 

• Internet and mobile 
communication 
tariffs are still high 
despite liberalization 
and presence of the 
submarine cable.  

• The SAFE cable 
opened up the BPO 
sector clearly 
evidenced by the 
number of companies 
formed in 2004 and 
2005, however the 
cable is limited and a 
second cable is 
expected 

• Negative 
perception of 
political instability 
in Kenya. 

• Expensive 
communication and 
electricity costs. 

• Limited budgets 
for 
marketing/branding 
Kenya as a BPO 
destination. 

• Limited 
understanding of 
BPO within the 
general business 
community and 
other organisations. 

• Insecurity 

 
 

3.7  BPO Trends and Niche Service Areas  
 
“Outsourcing is taking on a new twist. Rather than U.S. jobs going to India, the latest evolution 
of outsourcing is moving in reverse, with India’s leading service providers opening offices on 
Main Street, USA. The reverse outsourcing development is too new for Indian companies to point 
to actual cost savings yet, but moving front office processes closer to the client is fast attracting 
buyer interest. Major suppliers are responding to the demand for enhanced, locally delivery 
customer service.” [2008 Black Book of Outsourcing – State of the Industry Report]2

 
  

In general, there is evidence of reverse outsourcing in both the USA and UK; clients now prefer 
vendors with presence at the client’s home country.  India still remains the major outsourcing 
                                                 
2 http://www.TheBlackBookOfOutsourcing.com 

http://www.theblackbookofoutsourcing.com/�
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destination especially for USA but this position is currently under high threat.  The credit crutch 
that has hit both the USA and UK will marginally reduce quantity and nature of outsourced 
work. 
 
It also emerged that Kenya (and Africa in general) is viewed as a country (and continent) with 
challenged infrastructure, poor work culture/ethics and hindering socio-economic situation.  
However, individuals/organizations that have had a chance to visit/interact with Kenya(ns) have 
a different testimony; Kenya has a high chance of being a favorable outsourcing destination if 
correct measures are put in place. 
 
The following is a synthesis of the findings on the BPO trends and niche service areas of the 
BPO vendor countries studied. 
 
India 
 
India has been described by some commentators as being ‘everything to everybody’ in terms of 
BPO, because of the various services it ably supplies. India’s large population has enabled them 
to provide the sort of numbers that meet the diverse requirements of their client countries who 
are outsourcing various services to India.  
 
University/College graduates have been noted as one of India’s biggest assets. The country 
produces approximately 1 million graduates per year. In addition fluent English communication 
and customer service skills are generally strong in India, even though accent is still a big issue. 
India has used these factors to carve a niche for itself in providing call centre services to its 
clients.  
 
A strong culture of science and technology exists in India, right from Nursery School age. Young 
children are introduced to science and technology at a very early stage and this helps to nurture 
interest in these fields. A particularly large pool of science, technology and engineering 
graduates has resulted in India becoming a preferred destination for high end knowledge process 
outsourcing. 
 
This has enabled India to carve a specialist niche in provision of Information Technology, and 
Engineering outsourcing. In fact, India is moving higher up the value chain of outsourced 
services and concentrating more and more on providing services, such as, software development, 
Programming, applications & solution development, enterprise software development, code 
review, code inspection and engineering services.  
 
Mauritius 
 
Mauritius greatest niche comes from the fact that the country is generally multilingual in two 
European languages (English and French), many of the current BPO work in developing 
countries is amongst English speakers and they definitely need contacts who can also work with 
their potential French clientele. Moreover, French companies have also been increasingly 
outsourcing their call centres to North Africa and a number of them are looking to spread their 
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risk by outsourcing to different countries. Mauritius is a good destination for back office 
transcription and translation services.   
 
South Africa 
 
South Africa has developed a strong call centre industry, which employs over 100,000 people. 
They have carved a niche in the financial services sector. South Africa has excellent actuarial 
and insurance services. It is common to find people who may source work to India because it is 
cheaper but are now taking some of the actuarial work to South Africa as they will find the skill 
sets that they may not get as easily in India or Philippines.  
 
This trend may increase as they are willing to pay the optimum price for these skill sets not 
necessarily the cheapest price. This is despite the fact that South Africa is more expensive, their 
interest here is the skill sets. South Africa has many large, experienced players with scalable 
insurance infrastructure which includes:  

• Product sophistication; they have similar life products to the UK and generally to the 
USA 

• Mature insurance industry with first world insurance operations 
• Common qualifications with many Client countries (e.g. actuarial sciences) 
• Skilled labour pool with non-unionised, educated, good product knowledge and market 

understanding 
 
There is also great potential in the Banking sector which can be viewed as a niche area for South 
Africa as well. The following reasons qualify this recommendation, South Africa has:  

• Sophisticated banking environment 
• Well regulated financial services environment e.g., FAIS, FSA(UK) & FSB (SA) links 
• High financial services, business English proficiency 
• Compliance to international regulations eg., Basel II 
• Automated environment which includes excellent technological platforms 
 

Kenya 
 
Kenya’s strengths include a highly skilled and competitive pool of labour, neutral English 
accent, strategic location as a regional hub for communication and finance. Kenya produces over 
30,000 university graduates annually. In addition, Kenyans generally have a warm and 
welcoming culture/attitude, due to the predominance of the tourism and hospitality industries in 
the economy – customer service orientation is high amongst trained Kenyans. Combined 
together, the above factors make provision of call centre/customer services an ideal niche for the 
country to carve for itself in the BPO space.  Kenya can also capitalise on its large pool of high 
school and diploma graduates to provide back office services such as transcription, digitisation, 
data entry and various other data processing services. 
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4.  Project Implementation and Management 
 
According to the project scope, data should have been collected from eight countries. However, 
data was not collected from two countries, Egypt and Ghana. This was largely because of budget 
constraints. There were items that were not well budgeted in the original budget. This budget had 
therefore to be revised. The new budget required an additional budget of CAN$164,614.00. The 
Kenya ICT Board had indicated that they would fund this budget. However, they later indicated 
that this was not possible after more than six months of waiting. This posed a very serious threat 
to the realization of the project as originally conceptualized. This explains why the scope of the 
project had to be reduced without compromising on the key aim of the project, to inform policy.  
 
Despite the budget shortfall, the researchers were convinced that the huge amount of data from 
the six countries was adequate to give policy direction to Kenya. Moreover, any further delays in 
completing the project would have missed the objective of informing BPO policy. With 
McKinsey&Company consultants completing a related consultancy at the time and with the 
landing of the undersea fibre cables in June/July 2009, it was important that the study provided 
results and recommendations at this crucial time. 
 
One other change in the scope concerns publication and dissemination of a book based on the 
findings. This was not done and instead a detailed report and a policy brief were developed for a 
number of reasons. One, given the financial challenge cited above, it was not prudent to start a 
very expensive process of publication of a book. Secondly, the content of the findings is fast 
changing in each of the countries. Given the long periods involved in publications, the book is 
likely to be out of date by the time it is launched. What is important is that the study has created 
a baseline of data that can be updated on a regular basis to inform policy and strategic direction 
in this fast-changing industry. The researchers therefore decided a detailed final report and a 
stand-alone policy brief would be more relevant and useful.  
 
Two other changes in the project management and project team took place. The first is that the 
Project Leader, Dr. Katherine Getao, took up another appointment in another country. She was 
replaced by Prof. Timothy Mwololo Waema after consultation between IDRC and the University 
of Nairobi. The second is that two of the original members of the research team were not 
available when the project started (Hilda Munyua, Knowledge Trends Ltd & Margaret Waithaka, 
Deputy Manager, Marketing, EPZA). They were replaced by other equally qualified researchers. 
The current research team is composed of the following: 

• Prof. Timothy Waema, School of Computing and Informatics, University of 
Nairobi (Team Leader) 

• Gilda Odera, Managing Director, Skyweb-Evans Company Ltd  
• Dr. Catherine N. A. Adeya, Consultant, ICTs and Development 
• Muthoni Masinde, Lecturer, School of Computing and Informatics, University of 

Nairobi 
• Christopher Chepken, Lecturer, School of Computing and Informatics, University 

of Nairobi 
• Peres Were, Managing Director, CASCADE GLOBAL 
• Peter Kenduiywo, Kenya BPO and Contact Centre Society (KBPOCCS) 
• Eunice Kariuki, Deputy Chief Executive Officer/Marketing, Kenya ICT Board 
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Despite the reduced scope, all the key outputs and outcomes were realized with the exception of 
targeted dissemination of policy implications of the findings to key legislators and policy 
makers. A budget of CAN$5,000 has been provided to disseminate the policy brief through 
targeted meetings with legislators and policy makers in Nairobi. This is shown in the final 
financial report that has been submitted separately.  
 
 
5.  Project Outputs and Dissemination 
 
The outputs that this study has produced are outlined below: 
 

• Questionnaires for data collection for the following categories: 
o BPO Clients 
o BPO Vendors 
o BPO Vendor Employees 
o BPO Vendor Human Resources Management 
o BPO Client Associations 
o BPO Consultants 

• Proceedings and power point presentations of the launch stakeholder workshop, mid-term 
stakeholder workshop, and  final stakeholder workshop. 

• An interactive database for the data collected. This database has been tested with the data 
collected from the six countries. 

• A comprehensive database of the stakeholders in the BPO sub-sector. 
• First technical and financial progress reports. 
• Second and final technical and financial reports. 
• Final report – this is attached as a separate report. 
• Policy brief – this is attached as a separate report. This policy brief will be disseminated 

as recommended below. 
 
 
6.  Capacity Building 
 
The knowledge of the researchers with respect to BPO issues has increased tremendously by 
being involved in the study and being exposed to a huge amount of data from six countries. The 
capacity of the Project Assistant has also been built on developing a web-based and interactive 
database and on BPO sub-sector.  
 
One of the key objectives of the research was to increase the level of awareness and input among 
key stakeholders through interactive dialogue on key BPO issues within the Kenyan context. The 
researchers organized a half-day workshop to sensitize the stakeholders about the study and 
discuss the methodology to be used especially the questions to be asked. Another stakeholder 
workshop was held half way through the research to report on interim findings. The total 
findings were also discussed in the Kenya Action ICT network (KICTANET) online forum. 
Finally, there was stakeholders’ workshop to discuss the policy options and implications. We 
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believe that these workshops acted to increase the capacity of the stakeholders with respect to the 
BPO industry. 
 
 
7.  Outcomes 
 
The key policy makers indicated that the policy recommendations were very useful in pushing 
the BPO agenda forward in Kenya. For example, the Kenya ICT Board wanted to adopt the final 
report as a formal Government document. The Kenya ICT Board also requested to be allowed to 
host the database developed in the research. In addition, the Permanent Secretary, Ministry of 
Information and Communication recommended to the National Communication Secretariat that 
it takes into account the final report’s recommendations on national ICT policy in the revision of 
the existing policy. 
 
The existing and potential BPO vendors also found the findings and policy implications very 
interesting. It would not be surprising if some of the vendors start implementing what they 
learned from the preliminary findings. 
 
Particularly interesting was the KICTANET discussion, where many issues were discussed 
around the five themes. One of the interesting outcomes was the decision by the Permanent 
Secretary (Ministry of Information and Communication) to call a meeting of all local 
stakeholders. We expect more impacts when the policy brief is disseminated to targeted 
legislators and policy makers. 
 
 
8.  Recommendations 
 
We make the following recommendations.  

 
(a) The interactive database should be officially handed over to the Kenya ICT Board to host 

it. The Board should then create a strategy to re-develop this database to become the key 
database for the BPO sector in Kenya and to update it on a regular basis. 

 
(b)  IDRC should release the funds in the final financial report to be able to pay for costs 

incurred that had not been paid due to budget constraints and to organize targeted 
meetings with key legislators and policy makers in order to disseminate the policy brief. 

 
(c) There should be a follow up action to help the Ministry of Information and 

Communications, the Kenya ICT Board and the Kenya Vision 2030 Secretariat to 
combine the results of this study and the McKinsey&Company go-to-market strategy to 
create an actionable BPO strategy. 
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