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As the UK finally crawls out of recession, the start of the
new decade looks set to be an exciting time for outsourcing
– and for the NOA, says Mark Kobayashi-Hillary.
it’s 2010 and we have finally entered the teenies, following
the turmoil of the noughties. Many will be glad to leave
the past ten years behind and move on as fast as possible.
there was a brash exuberance for the first two thirds of the
decade, but the past few years have been unprecedented
in the scale of economic downturn and how dramatically
things have changed. back in 2007, who would have
imagined several high street banks in public ownership
and a government effectively printing
money to stimulate spending?
the recession affected businesses
in myriad different ways, but one of
the outcomes was that outsourcing
slipped down the executive agenda
and became less important for most
managers. Many commentators went
into the recession believing there
was about to be a boom, especially
in offshoring, as firms would try
desperately to reduce costs.
the reality was subtler than the
expectations. outsourcing requires

a change in working practices, and change costs money.
Managing large transition programmes with all the
training and knowledge transfer activities they entail
suddenly became prohibitive. even with an expectation of
future savings, the up-front investment required to make
outsourcing work meant that it was no longer as popular.
perhaps it’s just because we have not witnessed a
serious recession for a long time – many people forgot
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what would really happen. in the midst of the downturn
managers were reviewing their business strategy, revising
operational budgets, and reducing headcount before
doing anything else.
yet, noa research shows that by the end of 2009 around 40
per cent of managers questioned were involved in reviewing
and renegotiating their outsourcing contracts. outsourcing
has returned to the top of the management agenda.
and expectations have changed during that time. before
the slowdown, managers had an expectation of around
seven per cent cost reduction from their outsourcing
programme. now, that expectation of savings has doubled
to 14.6 per cent. that’s an immense change. our experience
of going through this recession has entirely shifted the
expectation of what outsourcing can achieve, so managers
are now just about doubling the amount of cost reduction
they hope to achieve. one has to ask if that’s going to be
realistic as we move further back into a growth cycle again.
but some of the most interesting data to come from the
recent noa research is not just that attention has switched
to renegotiating contracts, but how managers are doing
this and what they are trying to achieve. according to our
research, almost nine out of ten firms have asked, or will be
asking, for a price reduction on an existing contract.
so it’s clear the recession will be a key factor in what
happens to outsourcing in 2010, probably in a positive way
now the uK has officially left the recession behind. but
there are a couple of other major factors that will shape the
industry in the months and years ahead – one of which is
the green issue.
the green agenda is coming back with a vengeance. it
peaked soon after the 2006 al gore film ‘an inconvenient
truth’ brought the issues of global warming into cinemas
and living rooms across the world. the british government
reacted in 2007 by creating their climate change bill, a
package of legislative measures aimed at a governmentled approach to climate change.
this bill introduced the required legislation for a carbon
reduction commitment (crc). the crc programme is
aimed at the larger and largest british businesses; those
that have both sizeable emissions and the scale to be
able to take tangible and innovative steps. from this year,
companies consuming greater than 6,000 mega-watt
hours – an estimated 5,000 uK organisations – of electricity
per year, will need to be signed up to the scheme. in
the following years, emission allowances will have to be
purchased for energy usage, while those that do not comply
with the scheme will face punishment in the form of scalable
fines. as an additional incentive to act, the department for
the environment, those in charge of the scheme, will publish
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league tables of the best and worst performers.
this is a major commitment by the government and
should be applauded, but there are a couple of key issues.
first, the scheme is self-auditing – we are going to have to
rely on the good nature of all those big firms and just hope
that they are auditing themselves correctly. however, a firm
that audits itself in a way that encourages fines would be
like turkeys voting for christmas, so once the scheme is up
and running it would
help if a more robust
monitoring system
before the
introduced.
slowdown, managers were
second, and more
had an expectation
importantly for anyone
involved in outsourcing,
of around seven
is the way the scheme
per cent cost
ignores the complexity
of modern supply
reduction from
chains. imagine a firm
their outsourcing
that is a big carbon
polluter, with a few data
programme. now,
centres and call centres
that has doubled to
spread across the uK
14.6 per cent. that’s and none of them
particularly designed
an immense change. with the environment
in mind. now, if they
call up a big services
supplier and transfer the properties and services over to
them, then the crc audit will show a huge improvement
for that firm – but nothing at all really changes for the
environment.
Last year the noa launched a green steering committee
in a drive to guide the industry in ‘greensourcing’ –
particularly with the imminent launch of the crc in mind.
it’s clear that environmental concerns will come back to
bite those who thought they had been forgotten in the
recession. service suppliers are really going to need to
understand the crc and be aware of how it impacts the
supply chain.
the other major issue coming up in 2010 is the general
election, likely to be in May. because of the election and the
potential for a change in political leadership, a lot of public
sector decision-making has been on hold recently. after all,
who would invest heavily in a programme of work approved
by one government when another may slash it from the
budget as unnecessary?
in last year’s budget, the government announced that it
is seeking £15bn of efficiency savings across public services.
the focus in the current spending review period is for £6bn

of savings and an additional £9bn of savings will be sought
between 2011 and 2013/14. the government has been
The right response for every customer.
borrowing at record levels to help the economy recover
The right solution for every business.
from recession so these saving targets are likely to remain
– whoever wins the election.
outsourcing, or strategic partnering, could well present
government departments with a viable option as they seek
to implement change, re-engineer services and achieve
efficiency savings. a strategic partnership is not just
about achieving short-term savings – it’s about making the
Sitel - the leading contact centre
most of an experienced private sector partner to deliver in
outsourcing provider in the world.
the medium and long term.
it’s easy to get apocalyptic about what needs to be
done to achieve savings, but the present government
Sitel has been ranked as top contact centre provider in the world for
has started asking a lot of questions about what it should
the second year in a row in the Black Book of Outsourcing Annual Survey.
Notably, Sitel was ranked No. 1 in each of the contact centre attributes cited
actually be doing and how it should be organised. if you
by respondents as ‘most important’ to client satisfaction: customisation,
designed government from the ground up today then you
deployment, reliability and vertical expertise. To download a copy of the
report please visit: www.sitel.com/information/blackbook
wouldn’t have dozens of departments with about half a
million employees in total and each with a different hr, it,
To find out how Sitel can help your company increase revenue and improve
customer retention whilst reducing costs, contact us today.
and other support structures all replicated. that kind of
organisational design goes back about a hundred years.
sales-emea@sitel.com
so, there is broadly some strong support for the
www.sitel.com
hypothesis that the government will use more outsourcing,
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but there are a number of differing views on whether it will
be third parties or shared services within departments. it
could in fact be something entirely more radical than just
more outsourcing of the type we have seen over many 000000 - Sitel 85 x 105 Artwork.indd 2
25/1/10
years. the government g-cloud is being designed by
the cabinet office at present and aims to create a shared
service environment where commonly used services can be
accessed in a trusted ‘cloud’ environment.
these are all big issues and outsourcing is at the
forefront of changing and improving the way services can
be delivered. the industry needs to start improving its
reputation, for the public sector to continue buying into the
sourcing philosophy. the man on the street still distrusts the
concept of outsourcing so the benefits need to be sold on a
far greater scale, and not just to corporate decision-makers.
this is where the noa is going to be focused in the
year ahead. our own emphasis has been around industry
guidance and best practice in the past. that’s not changing,
but we are going to emphasise our role as an independent
trade association rather more than before, to ensure we get
a far greater amount of high quality research out there into
the marketplace.
With our big events for 2010 already in the diary, the noa
awards going from strength to strength, and a focus on our
research output for the year, it’s going to be an exciting start
to the new decade.

outsourcing yearbooK

13:20:07

97

