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BPOs beat Re blues

SHIVANI SHINDE
Mumbai, 9 November

Indian business process
outsourcing (BPO) firms have
managed to beat the appre-
ciating rupee better than their
IT counterparts. This is despite
the fact that the rupee ap-
preciated around 13 per cent
over the last one year, and an-
alysts predict that the rising
rupee, coupled with the sub-
prime crisis fallout, would
hit them hard.

The concerns were legiti-

mate as unlike the IT industry, .

more than 90 per cent of the
cost of BPOs is in rupees while
earnings are in dollars.

However, the firms have
managed well by focusing
onincreasing productivity, en-
hancing employee utilisation,
increasing billing rates and ef-
fecting better management
strategies.

Take, forinstance, the case
of Nasdag-listed WNS Glob-
al Services. While the company
lost a client, which meant a loss

of 5 per cent of revenues, it
eventually went on to give
an upward revision for the
financial year 2008 after re-
vising it downward initially.

"If you look at the July-
September quarter, the ru-
pee was much more stable,
hence BPOs have managed
well. Secondly, other than
the mortgage business in
the banking segment the oth-
ers have not been affected,
or the effect is yet to be seen.
Hence these firms have done
well," reasons Siddharth Pai,
partner, TPI.

Similarly, Syntel, a Nasdag-
listed BPO, with more than
80 per cent of its employees in

India, managed its margins

well despite the rising rupee
pressure, On a quarter-on-quar-
ter basis the rupee impact
on gross margins was 1.3
per cent which had an im-
pact of $300,000, while over-
all margins of the company
saw an impact of $500,000 -
$600,000.

On a year-on-year basis,

the rupee impact on margins
was close to 11 per cent. On
a sequential basis, the com-
pany’s net income grew 13.5

. per cent and revenues were up

9.3 per cent.

Keshav R Murugesh, pres-
ident and chief operating of-
ficer, Syntel, said, "About 51
per cent of the global cost is
done in rupee denomination.
However, we are pleased with
the solid performance dur-
ing the quarter, as Syntel con-
tinues to see incremental ben-
efits from aggressive invest-
ments in people, new offerings,
and infrastructure."

* Apart from increasing pro-
ductivity and efficiency, most
of the BPOs have also increased
their billing rates. For all the
new contracts, Syntel has
increased its billing by 3-5
per cent.

Ram Panickar, CFO, Inte
lenet Global Services says, "For
all future contracts rates are
being negotiated with clients
considering the new forex
rates.



