Proposal for Additional Funding 

for the 

Development of a Business Process Outsourcing (BPO) Industry in Kenya: Critical Success Factors

Background Information
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, usually the first stop for western companies looking to increase profits by outsourcing some of their business processes and which employs over 1.5million people in this sector earned $39.6billion 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 $3.26billion over the same period. 

With these outstanding results, many developing countries such as Mauritius, Ghana, Costa Rica, Kenya and Rwanda, among others, 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 2030 document.  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 “Kenyan BPO and Contact Centre Society” was formed to set standards and provide for self-regulation while the Kenya ICT Board 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 subsidising bandwidth costs through a grant from the World Bank while the country awaits the impending arrival 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 proposed research will seek 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 will be carried out of 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 market). A thorough analysis of the Kenya business environment and culture will be 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 Kenya will be identified and clear guidelines 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 book to be published that will provide valuable information to BPO stakeholders.
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Collaborating Institutions

The following institutions are likely to participate in the research

· Ministry of Information and Communication, Government of Kenya

· Communications Commission of Kenya (CCK)

· Kenya Vision 2030 Secretariat
· Export Processing Zones Authority, Kenya.

· Kenya ICT Board

· Kenya BPO and Contact Centre Society

· KICTANET

Objectives

General Objective

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. 
Specific Objectives

1. To provide empirical evidence and recommendations to inform the development of BPO legislation, policy and strategy

2. To identify the critical success factors that underlie the BPO industry in developing countries (in pioneer, emerging and mature markets) in terms of: 

(a) policy and institutional environment; 

(b) legal and regulatory considerations; 

(c) incentives; 

(d) infrastructural & bandwidth requirements; 

(e) effects of bandwidth subsidy; 

(f) human capacity needs & capacity building requirements;

(g) criteria for choice of BPO destination; 

(h) trends in BPO demand; and 

(i) types of BPO operations 

3. To examine and provide comprehensive case studies of eight countries representing pioneer, emerging and mature BPO markets 

4. To analyse the business environment/culture in Kenya in order to identify a unique BPO marketing strategy.
5. To provide a deeper understanding of youth employment and gender issues within the BPO sector in pioneer, emerging and mature markets 

6. To increase the level of awareness and input among key stakeholders through interactive dialogue on key BPO issues within the Kenyan context 

7. To contribute to knowledge in this emerging sector through publication and dissemination of a book 

Scope
· 8 countries classified under 4 categories:

· BPO clients: U.S.A., U.K. (3 BPO clients each)

· Pioneer BPO services: Kenya & Ghana (3 companies & 1 BPO client each)

· Emerging BPO services: South Africa & Egypt (3 companies & 1 BPO client each)
· Mature BPO Services: India & Mauritius (3 companies & 1 BPO client each)
· Three BPO Associations:

· Regional Asian BPO Association 

· Business Process Outsourcing and Call Centres Association in Kenya 
· BPeSA - Business Processing enabling SA
Methodology

Case study, involving:

(a) Desk research on the Internet and in libraries

(b) Review of existing documents - EPC study, McKinsey study

(c) Key informant interviews

(d) Structured questionnaire for youth and women working in the BPO companies 

Expected Research Outcomes

1. Comprehensive case study for each country researched; including BPO sector employment trends in these countries

2. A framework describing the CSFs of defined types of BPO company in pioneer, emerging and mature BPO industries

3. A discussion on critical BPO issues on KICTANET list

4. Targeted dissemination of policy implications of the findings to key legislators & policymakers 

5. Increased awareness of the critical success factors of BPO industry among industry stakeholders

6. Publication and dissemination of the research findings
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8. Eunice Kariuki, ICT Board
9. Munyiva Ngea, School of Computing and Informatics, University of Nairobi
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