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Foreword

Sadiq Ahmed

Senior Manager

Regional Programs Unit

South Asia Region

Ernesto May

Sector Director

Poverty Reduction, Economic Management

Finance & Private Sector Development

South Asia Region

The new millennium catalyzed a shift in the focus of South Asian economies to the service 

sector.  The South Asian countries share many common characteristics – a young population, 

familiarity with the English language, and an emphasis on quantitative skills at the school 

level. These characteristics make the talent pool in these countries ideal for the ITES-BPO 

industry. India, a neighbor to all six countries studied in this report, is at the epicenter of the 

ITES-BPO revolution, and has transformed India's economy in a relatively short time. South 

Asian countries seek to follow suit.

This report on “Regional Collaboration on IT Enabled Services – Smart Strategies for Jobs & 

Growth in South Asia” was initiated by the South Asia Regional Programs Unit & South Asia 

Poverty Reduction, Economic Policy, Finance and Private Sector Development Unit. It 

responds to a need expressed by our client countries for World Bank support to build their 

capability in the IT enabled services sector. The current study was commissioned with a view 

to facilitate their efforts through regional collaboration.  

ITES-BPO is inherently a 'knowledge' based industry and thus the countries can accelerate the 

growth of the industry in the region by sharing ideas and experience. This study suggests 

collaborative initiatives that could drive the growth of the industry through a two pronged 

approach: (i) increase business through joint promotional activities, sub-contracting of work, 

building common standards and world class business practices; and (ii) develop supply side 

resources such as skills, support infrastructure and enabling policies. 

This study makes practical recommendations for collaborative growth between the countries 

in South Asia, who aspire to become the 'Region of Choice' for global outsourcing.  The Bank 

Group shares this vision for transformation, and stands ready to work with the various 

stakeholders in our client countries to bring this exciting agenda to fruition. 
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Definitions 

BPO Business process outsourcing includes processes that may be IT-enabled and do not require 

onshore presence (that is, may be performed offshore). 

Captives Captive units include both multinational company (MNC)-owned units that undertake work 

for the parents' global operations and the company-owned units of domestic companies.

Drivers Drivers refer to the elements that Hewitt research has identified as key requirements for a 

location targeting ITES-BPO services.

Factors Factors refer to the individual parameters that make up a driver.

Grade A Grade A specifications refer to internationally acceptable real estate standards with respect to 

floor space, construction, and so forth.

Incumbents Incumbents refer to IT and ITES-BPO organizations that are already operating and prevalent 

in a particular location.

ITES Information technology–enabled services encompass outsourcing of processes that are 

supported through the use of information technology. ITES may cover different functions, 

including finance, human resources, and administration. ITES may be useful in different 

industries, such as health care, telecommunications, and manufacturing. 

Labor arbitrage Labor arbitrage refers to the savings realized by Offshoring owing to the difference in labor 

costs between the source and destination locations.

Offshoring Offshoring involves outsourcing (see next) specific IT and IT-enabled services and processes 

to other locations and regions.

Outsourcing Outsourcing refers to the engagement of external firms and organizations to execute 

particular processes and services.

SAR countries This refers to the South Asian region countries considered for this study: Bangladesh, Bhutan, 

Maldives, Nepal, Pakistan, and Sri Lanka.

Secondary enrollment Secondary enrollment refers to the ratio of total enrollment in secondary educational 

institutions, regardless of students' ages, to the total population of the age group that 

officially corresponds to the secondary education level (World Development Indicators 

definition).

SEZ SEZ refers to a special economic zone. BPO units in SEZs may be eligible for certain incentives 

from the government and the SEZ-establishing authority.

STP STP, or software business technology park, is specifically set up for the promotion of the 

software industry.

Tertiary enrollment Tertiary enrollment refers to the ratio of total enrollment in tertiary educational institutions, 

regardless of students' ages, to the total population of the age group that officially 

corresponds to the tertiary education level. Tertiary education, whether or not it leads to an 

advanced qualification, requires as a minimum condition of admission the successful 

completion of secondary level education (World Development Indicators definition).
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Third party Third-party units are BPO service vendors that for the most part are independently owned 

(that is, no single client has a controlling stake in the vendor entity). Third-party vendors also 

include a small section of MNC-owned independent third-party vendors that have a 

significant part of their global operations in a particular country.

Vertical  A specific sub-industry or sub-segment with an industry. In case of the ITES-BPO industry, 

verticals are usually divided either by the kind of industry they serve (Banking and Financial 

Services, Insurance, etc) or the function outsourced (Finance, HR, Sales etc)
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In the past decade, the information technology–enabled services business process outsourcing (ITES-BPO) 

industry has changed the face of such developing economies as India and the Philippines. Favorable 

demographic profiles—a significant proportion of the population in the employable age bracket—and 

significant cost arbitrage opportunities on account of talent and infrastructure have been the key drivers for 

organizations in the Western hemisphere to outsource work to developing nations. 

From an economic perspective, the ITES-BPO industry is very attractive for a developing nation because this 

flourishing industry brings in valuable foreign exchange and generates a large number of employment 

opportunities yet requires relatively low investment on the part of the government. As the primary entry-

level staff for the industry can comprise fresh graduates or talent with higher secondary-level (standard XII) 

education, it requires low investment on the part of potential employees as well. The ITES-BPO industry is 

also an attractive employment option for women. 

Given the large, educated populations of the South Asian countries in this study (Bangladesh, Bhutan, 

Maldives, Nepal, Pakistan, and Sri Lanka), the ITES-BPO industry poses a very attractive prospect for 

investment and growth. This is especially true given that India—a neighbor to all these countries—is a 
 dominant player in the industry. India has about 37 percent of the market share in global Offshoring, which 

translated into revenues of US$9.5 billion in 2007 (NASSCOM-Everest 2008).

Industry studies project that by 2012, India's revenues from ITES-BPO could be in the range of US$280 

billion–300 billion (NASSCOM-Everest 2008). While the current economic and financial industry downturn 

is likely to temper these estimates, Indian ITES-BPO players are continuing to gain business from smaller 

U.S. firms. Also, although individual projects might be smaller in revenue terms than before, newer 

segments such as human resources (HR) outsourcing and legal process outsourcing are predicted to grow in 

the downturn. 

However, even at its current industry size, India is facing a talent crunch accompanied by wage inflation, 

with Indian companies going to Tier III and Tier IV cities to minimize large talent costs. Also, while Pakistan 

and Sri Lanka have a somewhat developed ITES-BPO industry, it is still nascent in most of the other countries 

in South Asia. It is thus imperative for the South Asian countries, including India, to look at collaborative 

growth in the ITES-BPO industry. From the perspective of Indian ITES-BPO companies, collaboration would 

give them access to a larger and in some cases better-qualified talent pool. Moreover, collaboration would 

open new markets for Indian infrastructure development companies. From the perspective of the other 

countries in the region, collaboration would allow them to develop new business opportunities as well as 

develop the supply side in terms of talent and infrastructure. Figure ES.1 highlights how collaboration can 

enable both business and supply-side growth. 

Executive Summary
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Figure ES. 1

Benefits of Collaboration

To develop specific initiatives that should be undertaken at a regional level for ITES-BPO growth, it is 

necessary to understand the current state of the industry in the six countries as well as their specific strengths 

and areas of development in terms of four drivers of investment: talent, infrastructure, business 

environment, and clusters (supporting industries) in the country. An overview of this assessment, with the 

salient points for each country, is given in box ES.1. 

• Exploring common business

opportunities for work to be

delivered from multiple countries

• Joint business promotion

• Subcontracting of work from one 

country to another

• Tapping domestic ITES-BPO 

markets of other South Asian 

countries

• Arriving at common set of

business delivery 

standards for the region

• Exploring business

opportunities within region for 

development of cluster services for 

ITES-BPO including telecom, real estate 

infrastructure, and training

• Development of human capital through 

development of regional standards for

– Curricula

– Training

– Assessment

• Development

 of infrastructure

such as telecom

 and real estate

• Sharing of 

infrastructure

• Development of policy infrastructure 

that facilitates free movement of 

ITES-BPO personnel in the region

Business Growth Supply Side Growth

Business 
Growth

Supply-Side
Growth

Business 
Growth

Collaboration

•

giving out call center licenses at a nominal cost. 

• Bangladesh has two key strengths: large-scale availability of young talent and a distinct cost 

advantage.

• Given the large pool of commerce graduates, Bangladesh should consider services within the 

finance and accounting vertical and can expand to offer analytics and HR-related services in the 

long term. 

• Looking ahead, Bangladesh will need to address key concerns in terms of employability of talent, 

infrastructure, and existing political environment.

The government has begun focusing on growing the ITES-BPO industry. In April 2008, it started 

Bangladesh

OVERVIEW OF COUNTRIESBox ES. 1

Regional Collaboration on ITES in South Asia 
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• The ITES-BPO industry in Bhutan currently consists of only three players, employing an estimated 

225 people. Key strengths include availability of English-speaking talent and a stable political 

environment.

• ?Given the constraints on the size of its talent pool, Bhutan should focus on specific niche segments 

within the ITES-BPO industry and target the medical transcription, health care billing, and coding 

segments in the near term. In the long term, Bhutan can develop segments such as graphic design 

and technical helpdesk services.

• Bhutan will need to focus on increased investment promotion as well as the development of talent 

and necessary infrastructure.

• The availability of reliable clean energy and the inherent safety of this land locked Himalayan 

nation, makes Bhutan an excellent business continuity (BCC) site for offshore server services.

Bhutan

Maldives

• The ITES-BPO industry is currently at a formative stage of development in Maldives. The country 

has not yet identified ITES-BPO as a priority sector for the economy.

• Key strengths include young, English-speaking talent and a well-developed telecom infrastructure.

• Given the limited size of the talent pool, the country should look at developing specific niche 

industry segments, rather than aim for a cross-sectoral or the large volume end of the market. In 

addition to tourism, the government plans to develop industries such as fisheries, logistics, and 

ports; over the long term, ITES-BPO industry developments can largely exploit the growth in these 

industries.

• In addition to determining the potential niche areas for ITES-BPO as an economic segment, Maldives 

will need to build technology parks & a skills development program among other initiatives to make 

an entry in  this completely new sector for the country.

? The ITES-BPO industry is currently at a nascent stage of development in Nepal. Currently, there are 

only two ITES-BPO companies in Nepal employing an estimated workforce of about 200 people. 

Nepal offers a sizeable pool of English-speaking talent with a significant cost advantage.

? • With respect to areas of opportunity, Nepal should focus on developing niches for both voice and 

non voice segments in existing areas such as animation and geographical information systems (GIS). 

? • To emerge as an ITES-BPO destination, Nepal needs to focus on talent and infrastructure 

development and also build an investment promotion strategy.

•

Nepal

Regional Collaboration on ITES in South Asia 
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?
region (after India) in terms of employment.  Pakistan's  software and ITES sector is  estimated at 

US$1.6 billion (and the industry employs more than 24,000 people locally out of an estimated total 

work force of 110,000 in the sector.

? • Key strengths include a large English-speaking population and a relatively well-developed 

infrastructure.

? • ?With respect to opportunity areas, Pakistan should focus on developing over time a larger scale 

industry in both voice and non-voice segments. Within the knowledge process outsourcing (KPO) 

segment, the industry is currently focused primarily on financial services. In the long term, the 

industry should strive to diversify into finance-related areas such as investment research and 

analytics and also target emerging segments such as legal process outsourcing and patent-related 

analytics.

• Implementation of an ITES-BPO policy, supported by investment promotion and talent 

development efforts, are critical for further industry development.

• The ITES-BPO industry in Pakistan is estimated to be the second largest within the South Asia 

Pakistan

?
identified as a priority sector in the Sri Lankan economy.  Sri Lanka's ITES-BPO industry revenue is 

estimated at US$125 million, employing more than 6,000 people in 2007 (ICTA et al. 2007). Current 

estimates suggest that the IT-ITES industry has grown rapidly to about $250 million in revenues and 

employs over 8000 directly in the sector.

? • ?Key strengths include the availability of cost-effective, skilled manpower and active involvement of 

industry bodies.

? • ?With respect to opportunity areas, Sri Lanka should focus on developing niches within non-voice 

segments. Given the inherent strengths of the talent in mathematics and finance, Sri Lanka should 

focus on segments such as finance and accounting, research and analytics, and customer support in 

the near term. In the long term, the country should look to further expand its operations into legal 

process outsourcing and HR-related services.

• Looking ahead, Sri Lanka should focus on increased investment promotion as well as the 

development of talent and necessary infrastructure.

• ?The ITES-BPO industry is relatively mature in Sri Lanka. The ITES-BPO industry has been 

Sri Lanka

Regional Collaboration on ITES in South Asia 
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As seen in box ES.1, most of the South Asian countries studied have begun initiatives toward ensuring 

suitable talent and infrastructure development for the ITES-BPO industry. However, at present these 

countries compete among themselves and with India for investment in the ITES-BPO industry. No concerted 

efforts to collaborate and develop the region as a single market for Offshoring and outsourcing have been 

undertaken so far. Thus, from an outsourcing and Offshoring perspective, the region is still seen as a 

collection of individual countries rather than as a common unit. Collective collaboration toward some forms 

of standardization—in terms of service delivery, quality levels, or the capability levels of talent from the 

different countries—would benefit the entire region. This can be achieved through formal information 

exchange, and economic growth and geographical proximity can play the key drivers for the process.

With collaboration, the countries would then be able to leverage common strengths such as a large talent pool 

in the employable age group, knowledge of English, expertise in the finance domain, and overlaps in the 

identified potential opportunity areas. The potential revenues for the local industries and employment 

generation for the countries would be much larger if they work together. 

When one considers development of ITES-BPO industry in this context, a number of potential areas for 

collaboration emerge. While business-to-business relationships have already been explored in the 

telecommunication infrastructure space, and some degree of subcontracting of work from Indian ITES 

companies does occur, there are no formal mechanisms to identify potential collaboration areas and facilitate 

knowledge sharing. Nonetheless, corporations use informal channels to explore collaborative possibilities of 

doing complementary work. 

Figure ES.2 is an overview of potential collaborative opportunities for each of the countries under study. 

Given the differing states of evolution of the industry in the countries, collaboration would benefit each 

country in different ways, and thus the opportunities that exist for each country vary. 

Regional Collaboration on ITES in South Asia 
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Figure ES.2

Country-by-Country Benefits of Collaboration 
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The process of collaboration however, requires integrated efforts from three main stakeholders: country 

governments, corporations, and institutional bodies. Each stakeholder has a specific role to play in the 

various collaborative initiatives to be undertaken at the regional level. These initiatives have been broadly 

classified under the following areas:

? Talent development—in areas such as education, training, assessment, and accreditation

?• Investment promotion—in terms of marketing the entire region as a single unit as well as attracting 

investment, joint ventures, and subcontracting of work

?• Infrastructure initiatives—building support infrastructure for the ITES-BPO industry in terms of 

telecom, real estate, air connectivity, and so forth

?• Regional policy development initiatives—in terms of macro-level initiatives that may be taken up by 

the government 

To implement these initiatives in a streamlined manner, it is necessary that the stakeholders work toward the 

common goal of ITES-BPO growth for the entire South Asia region. It is thus recommended that a regional 

body be formed that has specific emphasis on development of the South Asia region as an ITES-BPO hub. This 

body would encourage collaboration among the countries and play a key role in the coordination of all efforts 

from the other stakeholders. In the initial years, the regional body would primarily rely on the country-level 

associations to carry out much of its work and would act in an advisory capacity. This would facilitate the 

immediate implementation of some of the quick wins and would not require much investment in the creation 

of the body itself. The nature and role of the body can evolve over time. This is illustrated in figure ES.3.

•

  

 

Role and Activities Role and Activities

Short Term Long Term

• 

•  –

• –

Flexible

Flat representation from multiple bodies 

Virtual representation from multiple 

bodies communication primarily through 

existing forums and through technology 

such as tele/video conferencing and e-mail

• 

• 

• 

• 

• 

Play the role of:

Think tank

Advisor on projects executed by

 country-level association

Mentor for country-level association

Communication platform for various 

stakeholders

Structure Structure

• Project management of various regional 

initiatives

• Continued advisory role

• Seeking of funding options and vetting of 

project proposals at a regional level

• Setting up of common infrastructure to 

be used by all countries

• More formal structure with a steering 

committee in an advisory role and an 

administrative team with full-time CEO. 

Based in one of the South Asian countries

• Specific cells overlooking various 

functions, including planning, funding, and 

project management

Figure ES. 3

Evolution of the Role of the Regional Body
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An overview of the specific roles of 

the stakeholders—governments, 

institutions, and corporations—is 

shown in figure ES.4.  The 

approach to regional collaboration 

is primarily driven by business 

growth, which in turn is expected 

to drive closer relations among 

governments. However, for the 

region to be seen as a “region of 

choice” for ITES-BPO, there needs 

t o  b e  a  c e r t a i n  l e v e l  o f  

standardization in the quality of 

service delivered, talent capability, 

and overall client experience. 

Figure ES.5 depicts a phased 

implementat ion of  var ious 

initiatives that would help achieve 

this goal. 
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Role of Stakeholders in Regional Collaboration
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In conclusion, while ITES-BPO has immense potential for generating employment and earning valuable 

foreign exchange for the countries, the growth could be slowed if concerns such as political instability and 

excessive focus on niche area segmentation are not addressed. It is, therefore, even more critical that the 

countries work together and share what they have learned so that the South Asia region can truly develop as 

the “outsourcing hub of the world.”

The timing of this report coincides with the global financial crisis (GFC), that has affected each country in 

different ways. The extent of the impact of the crisis is still uncertain. The data gathering for this report dates 

back to 2008 and therefore predates both the GFC and the recent turmoil in a number of South Asian 

countries. In these challenging circumstances, the report attempts to present a fair assessment and the future 

potential of the ITES_BPO industry in the six countries and the potential benefits of collaboration. However, 

these cataclysmic changes may well affect projections made in this report.
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Introduction to the Study

The offshore information technology–enabled services business process outsourcing (ITES-BPO) industry 

has witnessed significant growth over recent years, spurring development in several emerging countries 

across Asia, Latin America, and Eastern Europe. With an estimated global offshore market size of US$28 

billion in 2007, these locations have penetrated only 6.6 percent of the total outsourcing potential, estimated 

at US$423 billion (NASSCOM-Everest 2008). This presents a large opportunity for both existing and 

emerging ITES-BPO locations to increase the share of Offshoring within the global market.

The growth in Offshoring was begun primarily by organizations looking to leverage cost arbitrage, which 

these emerging markets were able to provide for services required by more developed economies. However, 

over time, factors such as access to talent, achieving operational excellence, and increasing productivity and 

market penetration have led organizations to increase their investment and focus on Offshoring.

For governments of emerging economies, especially those targeting the development of services industries, 

the ITES-BPO industry has emerged as a key area of focus. This is driven by the several socioeconomic 

benefits presented by the industry, including the following:

? Enhanced job creation: The ITES-BPO industry is highly people intensive. Scale is achieved by high 

deployment of people, unlike traditional industries where growth and development does not 

necessarily imply an increase in the number of jobs.

?• Export revenues: Earnings from services provided to developed markets have become the mainstay 

for the majority of the ITES-BPO industry in emerging locations. This provides several related 

benefits as well, including higher wages and upgrading of skills.

?• Investment in information and communications technology (ICT) infrastructure: Positive 

spillover effects also include improvements in ICT infrastructure and business services, which 

further lead to increased efficiencies within the domestic economy.

?• Increased participation of women in the workforce: The ITES-BPO industry also encourages 

greater female participation in the workforce, unlike traditional manufacturing industries. It is 

estimated that women make up 60 percent of the employee pool, on average, in ITES-BPO 

organizations. 

Creation of cluster industries: Another significant benefit that has arisen from the growth of the ITES-BPO 

industry is the creation of ancillary service sectors such as transportation, training, catering, and so forth. In 

fact, it is estimated that for every direct job created in the ITES-BPO sector, four additional jobs are created in 

the economy (see box INT.1). 

•
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CHAIN REACTIONS: INDIA, IT'S IMPACT ON 

ECONOMY, CONSUMPTION, AND GDP 

Box INT. 1

According to February 2007 article in CLSA Quarterly, the Indian information technology (IT) industry 

(including ITES-BPO) was expected to have a multi-tiered effect on the Indian economy between  2007 and 

2010. The authors based their findings on the expected spending patterns of industry professionals and 

anticipated that the impact would be  on multiple industry segments as follows: 

• Two-thirds of five-star hotel room additions and one-third of budget hotel expansion over FY07–FY10 

were expected to be driven by growth in the IT industry. 

• Twenty percent of incremental domestic travel was expected to be undertaken by industry professionals 

for personal (non work related) trips during the FY07-FY10 period.

• Industry professionals were expected to own one-fifth of all online trading accounts and will account for 

12 percent of all credit card owners.

• Industry professionals were expected to receive 17 percent of new home loans during the FY07–FY10 

period.

• Industry professionals were expected to account for 13 percent of car sales, 16 percent of A+B-segment car 

sales, and one-third of demand for multiplexes during the period.

Source: Vajpayee and Govil 2007.

Global ITES-BPO Industry Overview

The global ITES-BPO market, including both onshore 

and offshore activity, stood at US$423 billion in 2006 

(NASSCOM 2007c) and is expected to grow by 10 

percent a year to US$700 billion–800 billion by 2012 

(NASSCOM-Everest 2008). 

The Americas accounted for nearly two-thirds of 

global spending on BPO in 2006 (see figure INT.1). 

North America alone constituted the largest market, 

accounting for more than 60 percent of the total ITES-

BPO industry and growing at nearly 10 percent in 

2006. 

Europe, Middle East, and Africa (EMEA) accounted 

for about 23 percent market share, with Western 

Europe accounting for more than 95 percent of that 

regional market. Regional growth for this market was 

estimated at about 9 percent in 2006. 

 

Global BPO Market 
Split by Region, 2006

US$ Billion

EMEA

64

23

13

Asia-Pacific

Americas

100% = US$423 billion

Source: NASSCOM Strategic Review 2007

Figure INT. 1 

Global BPO Market – 

Locations That Outsource
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Source: NASSCOM-Everest Study 2008

100% = US$28 billion

Percent, US$ Billion
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Business Process Offshoring Market 
by Destination Location, 2007 

Study Approach

This study examines the opportunity that exists for South Asian countries to develop the ITES-BPO 

industry, both individually and collaboratively as a region. The six countries studied are Bangladesh, 

Bhutan, Maldives, Nepal, Pakistan, and Sri Lanka. However, the focus of the study is on assessing the 

potential for regional collaboration among the South Asian countries under study and identifying potential 

areas of collaboration. Accordingly, the following approach was followed: 

• A broad understanding was developed of the current ITES-BPO industry landscape in each of the 

countries under study. Thereafter, a detailed assessment of the countries was undertaken for the 

four critical drivers: talent, infrastructure, business environment, and clusters. These drivers are the 

key factors for attracting investment for the ITES-BPO industry. The parameters within each driver 

include quantitative data as well as elements of the prevailing policy environment. The key 

strengths and development areas are identified for the four drivers for each of the countries.

Asia-Pacific, in contrast, is a relatively nascent 

market for BPO, with a share of about 13 percent 

in 2006. However, it was the fastest-growing 

market, with regional growth estimated at more 

than 20 percent that year.

Within the global outsourcing opportunity, the 

global offshore BPO market stood at about US$28 

billion in 2007 (see figure INT.2). Global delivery 

from multiple locations across regions is a 

relatively recent trend and gaining prominence. 

Worldwide, there is a significant focus in most 

developing countries to encourage the growth of 

the ITES-BPO industry, including countries in the 

South Asia region. With 37 percent of the overall 

offshore business process market, India has 

emerged as the leading destination in terms of 

both breadth and depth.

Other countries in the region, such as Sri Lanka 

and Pakistan, have also attracted ITES-BPO 

investment. Bhutan, Nepal, and Bangladesh have recently initiated efforts to spur ITES-BPO growth in their 

respective markets. 

The following section presents a broad outline of the approach of the current study of development of the 

ITES-BPO industry in the South Asia region.

Figure INT. 2

Offshoring Share of 

Destination Locations
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•

that each of the countries can consider developing in the near and long terms. A broad roadmap was 

developed for each country. However, given that the focus of the study has been on regional 

collaboration, the recommendations are intended only to highlight key areas that need to be 

addressed to develop the ITES-BPO industry in each of the countries. From the perspective of 

governments, key policy initiatives are also highlighted. 

• The potential for regional collaboration was studied through interactions with various stakeholders. 

The study highlights the case for regional collaboration among the South Asian countries and also 

discusses in greater detail the benefit of such collaboration to each of the countries under study. 

Potential collaboration initiatives and the role that can be played by key stakeholders to ensure their 

success are discussed at length.

• A broad roadmap was developed highlighting key initiatives, key stakeholders, and proposed 

timelines. However, detailed assessment parameters and milestones are not included in the report. 

Given that regional collaboration within the ITES-BPO industry is a relatively new concept, it is 

important to first understand the feasibility of the concept and thereafter develop a more robust and 

complete implementation roadmap. Potential constraints and challenges of regional collaboration 

among the countries are highlighted in the report.

The timing of this report coincides with the global financial crisis (GFC), that has affected each country in 

different ways. The extent of the impact of the crisis is still uncertain. The data gathering for this report dates 

back to 2008 and therefore predates both the GFC and the recent turmoil in a number of South Asian 

countries. In these challenging circumstances, the report attempts to present a fair assessment and the future 

potential of the ITES_BPO industry in the six countries and the potential benefits of collaboration. However, 

these cataclysmic changes may well affect projections made in this report.

The individual strengths and development areas were used to identify potential ITES-BPO segments 

A Cautionary Note

Regional Collaboration on ITES in South Asia 
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 Introduction 

The ITES-BPO industry is attractive for countries that possess a demographic advantage—a young 

population in the employable age bracket. The industry's labor-intensive nature, low initial investment, and 

high potential returns have prompted many governments, including those of the South Asian countries, to 

try to tap the global ITES-BPO market. These attempts have met with varying degrees of success. 

As figure 1.1 illustrates, there are four drivers that determine the success or failure of a location to become an 

investment destination for the ITES-BPO industry: talent, infrastructure, environment, and clusters. 

However, the presence of these drivers is not sufficient to ensure long-term growth. Governments must 

create the right kind of policy framework around each of the four drivers to sustain the growth.

Assessment of ITES-BPO Industry in South Asian Countries

 
Figure 1.1 
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Additionally, governments have an important role to play in the marketing and promotion of the ITES-BPO 

industry, especially in countries in which the industry is still in its nascent stage. Such marketing must focus 

both internally—educating the country's citizens about the opportunities that the industry offers—and 

externally—highlighting the key strengths of the country to investors. 

This chapter provides an assessment of the South Asian countries under study: Bangladesh, Bhutan, 

Maldives, Nepal, Pakistan, and Sri Lanka. After assessing each country individually on its current ITES-BPO 

landscape, the four location drivers, and possibilities for ITES-BPO development, the chapter explores the 

factors that could be leveraged for collaborative growth of the ITES-BPO industry in the South Asia region as 

a whole.

A detailed overview of each of the six countries is provided in appendix D. 
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The government has realized the importance of the ITES-BPO industry as a driver for the overall development 

of the economy. To attract entrepreneurs to set up call centers, the government began distributing call center 

licenses at a nominal price of US$75 (Bangladesh Tk 5,000) in April 2008 (author interview with BASIS, 

Dhaka, May 2008). The government has also identified key segments such as medical transcription, data 

entry, and data processing as niche areas for the ITES-BPO industry in Bangladesh.

Overall, the software and ITES-BPO industry in Bangladesh comprises around 500 companies (Bangladesh 

Computer Samity [BCS], Dhaka, 2008b). The ITES-BPO sector alone employs around 5,000 people, 

generating total revenue of more than US$44 million (International Trade Centre and European Union 

2008b). Global Sourcing, CobWeb, and Clippingimages are some of the key players in the country.

Currently, there is limited ITES-BPO activity in Bangladesh, focused on graphic design systems (GDS), 

geographical information systems (GIS), and 2D animation. The IT and ITES-BPO industry in the country is 

currently centered in and around Dhaka. As the nation's industry grows, it is expected to expand to other 

locations, such as Chittagong. 

 Assessment of the Country's ITES-BPO Industry

This section presents an overview across the four drivers, with respect to both the location assessment and 

the prevailing policy environment in the country. 

Talent Driver

Bangladesh has a large, young talent pool with a definite cost advantage over other ITES-BPO 

destinations, including India. The country has begun to recognize the importance of ICT education for 

Bangladesh

From an ITES-BPO industry perspective, Bangladesh offers a 

large talent pool on account of its large population. While the 

ITES-BPO industry is still relatively nascent, the government 

has been creating supporting infrastructure as well as a 

favorable business environment. The sections below highlight 

the current state of ITES-BPO in the country as well as the 

strengths and development areas for the country on each of the 

four drivers.

Current ITES-BPO Industry Landscape

Until recently, Bangladesh was primarily focused on 

developing its IT industry, and the government has 

undertaken various public-private initiatives, particularly in 

the areas of e-governance, talent, and infrastructure 

development. 

Talent

ITES-BPO Industry

Infrastructure

Environment

Clusters

Bangladesh – Current 

State Overview 

Figure 1.2 
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developing the talent. However, the quality of spoken and written English is an area of concern, as the 

language of education throughout the country is Bangla (author interview with a staff member of 

American International University–Bangladesh, Dhaka, May 2008. Interviewees requested to remain 

unnamed). Thus the country needs to make concentrated efforts toward developing the English 

language skills of the talent. 

Infrastructure Driver

Over the next few years, modernization of basic infrastructure facilities like energy, water, and 

transportation would be inevitable. But to develop itself as an attractive ITES-BPO destination in the 

South Asia region, Bangladesh needs to ensure adequate supply of real estate, telecommunications, and 

flight connectivity. The country has proposed development of several ICT villages, tech parks, and high-

tech zones through a public-private-partnership model. The country is also looking at liberalizing the 

telecom sector at the earliest. However, the country also needs to ensure minimum service level 

agreements (SLAs) for telecom service providers and regulation of prices.

Environment Driver

The government of Bangladesh is taking initiatives to create a favorable and conducive business 

environment, especially for the ITES-BPO industry. Issuing call center licenses at subsidized rates and 

promoting foreign direct investment are some of the measures undertaken by the government. 

Extension of the tax holiday for the IT and ITES-BPO industry until June 2018 is under discussion and is 

likely to be approved (BCS 2008b). However, the country needs to recognize the ITES-BPO industry as a 

priority and classify it as “Essential Services” to allow 24x7x365 operations for the ITES-BPO companies. 

The government also needs to develop a comprehensive set of associated fiscal and nonfiscal incentives.

Clusters Driver

With the government prioritizing the IT and ITES-BPO industries, several companies and industry 
1bodies have come into existence. The country needs to ensure development of social infrastructure  in 

the proposed economic zones for the development of the ITES-BPO industry.

The strengths and development areas for the country against each of the drivers with respect to the location 

assessment are highlighted in table 1.1.

1 

of life for residents in an area.

“Social infrastructure” refers to aspects such as basic civic amenities, schooling, utilities, and other factors that increase the quality 

Regional Collaboration on ITES in South Asia 
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Bangladesh developed an ICT policy in 2006. However, streamlined implementation of the policy has yet to 

be achieved. The regulations and provisions need to be defined further for successful implementation of the 

policy. A broad assessment of the current policy environment in Bangladesh across the four drivers is 

presented in Table 1.2. 

Sources: Ministry of Science and Information & Communication Technology 2002; Bangladesh Computer Council (BCC) 2007,

Table 1.1 

Bangladesh – Strengths and Areas of Development on Location Drivers 
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Talent
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Environment

Clusters

• Availability of a large, young population
presents a significant opportunity for the
industry

• Talent suitable for the F&A segment

• Significant cost advantage

• Competitive infrastructure costs both in
terms of real estate and telecom

• Specific areas earmarked for high tech
park, ICT villages, and SEZs

• ITES-BPO identified as priority sector

• Provision of call center licenses at nominal costs

• Initiatives by the government toward
provision of a conducive business environment

• Presence of IT-Business Promotion
Council (IT-BPC) cell to promote IT and
ITES industry

• Existing business relations with some
Scandinavian countries

• Increased employability of population

• Focus on training in spoken English

• Increased enrollment into tertiary courses

• Building real estate suitable for ITES-BPO

• Setting up requisite power infrastructure
and telecom services

• Enabling VoIP telephony in country

• Successful implementation of ICT policy (2006)

• Greater political stability to drive foreign
investments

• Coordinated efforts from multiple industry
bodies/associations

• Increased venture capital availability

• Setting up of training infrastructure

Strengths Areas of Development

Table 1.2 

Bangladesh – Policy Assessment

  
Government fund at the national level for talent development

Courses in schools and colleges in line with ITES-BPO industry needs

English as a mandatory medium of education or as a primary subject

National accreditation board and certification standard for ITES-BPO

Training subsidies for students/employees for ITES-BPO specific training

Identification and development of economic zones and tech parks

Incentives (land allotment, tax rebates) to ITES-BPO players and infrastructure service

Establishment of ICT incubator facilities

Adequate Internet and telecom connectivity ensuring mimimum SLAs and regulation of prices

Provision of uninterrupted power supply

Development of adequate infrastructure for air connectivity

Classification of ITES-BPO industry as essential or public utility services enabling 24X7X365 operations

Relaxation of specific labor laws (self-certification under Employees Provident Fund Act, Bonus Act)

Tax holidays for specific number of years and exemption/rebate on other taxes, including property tax

Provision of subsidies on fixed capital investment, interest on loans, and duty-free import of equipment

Development of a single window serving as an interface to ITES-BPO investment-related queries

Expedited processing of visas and work permits for ITES-BPO industry personnel

Develop appropriate intellectual property right laws and adoption of globally recognized data protection standards

Provision for development of social infrastructure in economic zones identified for development of ITES-BPO industry
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Given the advantages presented by Bangladesh across the 

drivers, the following section outlines a roadmap for the 

ITES-BPO industry development in the country.

Roadmap for ITES-BPO Development

Bangladesh has only recently initiated ITES-BPO industry 

development efforts, and therefore, very limited industry 

expertise is available. Consequently, Bangladesh may 

consider developing specific niche segments within the 

ITES-BPO industry in the near term. With its large pool of 

potentially employable population, Bangladesh can target 

a larger market within the identified segments in the long 

run.

Suitable near-term target segments include animation, 

GDS, GIS, finance and accounting (F&A), and medical 

Medical 

Transcription

Finance and 

Accounting

HR (Payroll, 

Data 

Management)

GIS

Animation

Analytics

GDS

Key 

Segments

NonvoiceNonvoice
Nature of 

Work

Long TermNear Term 

Table 1.3 

Bangladesh – Opportunity Areas 

2 Bangla or Bengali is a language spoken by approximately 230 million people worldwide. The language and its dialects    
   are a mother-tongue in West Bengal (a state of India) and Bangladesh. 

transcription (see table 1.3). Bangladesh can also target segments such as analytics and HR back-office 

processes in the long term. Additionally, Bangladesh may consider tapping some of the Indian companies 

with operations in the eastern states of India that may be looking to outsource some of their voice-based 
2processes in Bangla.  

Bangladesh has the potential to become a viable ITES-BPO destination, but the government and industry 

players need to address several areas of development.

Human capital development: Focused efforts toward improving the employability of the available talent 

pool, which generally enters the workforce after completion of secondary school, are required. This 

would include initiatives such as finishing schools that focus on English communication (verbal and 

written) and basic IT skills, and training courses for specific requirements of ITES-BPO industry 

segments. 

Development of technology parks: One of the key investment requirements in the country will be creation of 

technology parks or ITES-BPO-focused special economic zones. This infrastructure can be developed 

using a public-private partnership.

Increased telecommunications bandwidth: Bangladesh also requires increased investment in 

telecommunications bandwidth. Currently the country has access to a total of 60 Mbps of bandwidth, 

which is among the lowest in the region.

Creation of a single ITES-BPO industry body: Currently, Bangladesh has several industry associations for 

the IT and ITES-BPO industry, which has resulted in lack of cohesive action and duplication of efforts. 

As the industry develops, it will be important to create a single representative body for ITES-BPO 

organizations.

Regional Collaboration on ITES in South Asia 
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Current ITES-BPO Industry Landscape

There has been a significant shift in the focus of the Bhutanese 

government, with increased emphasis on private sector 

Bhutan

Bhutan has a relatively small population, compared with the 

other countries in the region. Although the ITES-BPO industry 

came to Bhutan only recently, in 2006, the country offers many 

advantages in terms of the quality of talent, infrastructure, and 

business environment, making it an attractive location for the 

industry. The sections below highlight the current state of ITES-

BPO in the country as well as the strengths and development 

areas for the country on each of the four drivers. 

Talent

ITES-BPO Industry

Infrastructure

Environment

Clusters

Figure 1.3

Bhutan – Current State 

development. The country has identified energy, tourism, and ICT as the priority segments for the future. One of 

the industry verticals targeted for development within ICT is the ITES-BPO industry, which is expected to offer 

benefits such as greater employment opportunities for youth and increased export earnings for the country. 

The government of Bhutan is undertaking several initiatives, including allocating promotional funds, 

developing an IT park, and introducing incentives for potential investors. The government allotted a start-up 

budget of US$338,448 in 2006 to promote the ITES-BPO industry in the country (Offshoring Times 2006).

The Bhutanese ITES-BPO industry is at a nascent stage of development. There are only three companies 

operating with an estimated total employment of 225 (interview with Bhutan Business Solutions, Bhutan TST 

Solutions, and Drukonnet, May 2008). These companies are located in the capital city of Thimphu and Paro.

The key concerns of existing ITES-BPO companies are business development and the ability to connect 

directly with customers looking to offshore their services. Therefore, these companies are currently primarily 

subcontracting work from Indian companies.

Assessment of the Country's ITES-BPO Industry

This section presents an overview across the four drivers, with respect to both the location assessment and the 

prevailing policy environment in the country.

Talent Driver

Bhutan offers an English-speaking talent pool with a strong customer service orientation at a relatively 

low cost, making it suitable for ITES-BPO industry development. The Ministry of Education has 

formulated an Education ICT Master Plan, and the students' ITES-BPO training is being supported 

through subsidies. However, there is limited opportunity for large-scale organizations because of the 

small Bhutanese population. A national fund, national accreditation board, and certification standard 

for the ITES-BPO industry are needed to develop quality talent. Also, although English is spoken and 

comprehended by a large part of the population, it is not a mandatory or primary subject in the schools. 
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Infrastructure Driver

Despite the mountainous terrain of Bhutan, the country has made significant investments to develop 

basic infrastructure in terms of roads, telecom, and other facilities. An IT park is being developed and is 

likely to be functional by 2010. The country is able to ensure provision of uninterrupted power and 

exports power to neighboring countries. However, the country would need to ensure adequate real 

estate, telecom, and air connectivity to promote the country as an ITES-BPO destination.

Environment Driver

Among the six countries in this study, Bhutan presents the most conducive political environment. The 

Department of IT is developing the incentives for IT and ITES-BPO development, especially for 

promoting investment in an IT park. However, the country lags in terms of business environment, with 

inadequate intellectual property protection and laws relating to ICT. There is, thus, a need for a 

comprehensive ITES-BPO policy to promote and grow the industry in the country.

Clusters Driver

The enabling environment in the country is currently weak, with limited presence of industry bodies 

and venture capital. There is only one training institution, Bhutan Center of Excellence, which trains 

potential recruits for the ITES-BPO industry. It is important for the country to develop the enabling 

environment to support its ITES-BPO industry development.

The strengths and development areas for the country against each of the drivers with respect to the location 

assessment are highlighted in table 1.4.

Table 1.4

Bhutan – Strengths and Areas of Development on Location Drivers 
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Talent

Infrastructure

Environment

Clusters

• Sizeable proportion of English-speaking population 
with a neutral accent

• Inherent hospitable and customer service-oriented 
nature of the people

• Low attrition rate

• Investment in infrastructure to improve telecom 
connectivity

• Reduction of charges for commercial leased line 
services

• Planned development of an IT park

• Political stability with recent smooth transition into 
a democracy

• IT and ITES-BPO identified as one of the three 
future focus industries

• Established Department of IT, responsible for 
development of the ITES-BPO industry

• Presence of a training institution, catering to the 
specific needs of the ITES-BPO companies

• Building operational excellence in niche segments 
because of small population

• Building business English skills

• Exposing talent to ITES-BPO work to increase 
confidence levels

• Building real estate, Internet, and airline 
connectivity infrastructure 

• Development of comprehensive ITES-BPO policy

• Establishment of neutral industry body to develop 
and promote the industry

• Scaling up of existing training infrastructure within 
the country

• Increased availability of services such as structured 
loan options, venture capital, recruitment firms

Strengths Areas of Development
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Key 
Segments

Nature of 
Work

Long TermNear Term 

Table 1.6 

Bhutan – Opportunity Areas 

Bhutan has not yet developed a formal IT and ITES-BPO policy. However, broad guidelines relating to the 

ICT industry are available through the Bhutan Information and Communications Technology Policy and 

Strategies (2004) and the Bhutan Information, Communications, and Media Act (2006). A broad assessment 

of the current policy environment of Bhutan across the four drivers is presented in table 1.5.

Given the advantages presented by Bhutan across the 

drivers, the following section outlines a roadmap for the 

ITES-BPO industry development in the country.

Roadmap for ITES-BPO Development

Given the limited size of the talent pool of the country, Bhutan 

should focus on specific niche segments in the near term and 

target operational excellence in the long term. If English is 

adopted as the medium of education in schools, Bhutan can 

target specific niches in both voice and nonvoice segments in 

the near and long term (see table 1.6).

Segments that can be tapped by Bhutan in the near term 

include medical transcription, health care billing and coding, 

and customer support. Bhutan can consider segments such as 

graphic design and technical support in the long term.

Table 1.5

Bhutan – Policy Assessment

  
Government fund at the national level for talent development

Courses in schools and colleges in line with ITES-BPO industry needs

English as a mandatory medium of education or as a primary subject

National accreditation board and certification standard for ITES-BPO

Training subsidies for students/employees for ITES-BPO specific training

Identification and development of economic zones and tech parks

Incentives (land allotment, tax rebates) to ITES-BPO players and infrastructure service

Establishment of ICT incubator facilities

Adequate Internet and telecom connectivity ensuring mimimum SLAs and regulation of prices

Provision of uninterrupted power supply

Development of adequate infrastructure for air connectivity

Classification of ITES-BPO industry as essential or public utility services enabling 24X7X365 operations

Relaxation of specific labor laws (self-certification under Employees Provident Fund Act, Bonus Act)

Tax holidays for specific number of years and exemption/rebate on other taxes, including property tax

Provision of subsidies on fixed capital investment, interest on loans, and duty-free import of equipment

Development of a single window serving as an interface to ITES-BPO investment-related queries

Expedited processing of visas and work permits for ITES-BPO industry personnel

Develop appropriate intellectual property right laws and adoption of globally recognized data protection standards

Provision for development of social infrastructure in economic zones identified for development of ITES-BPO industry

Key Policy Initiatives Present Not present
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Source: Bhutan Information and Communications Technology Policy and Strategies (2004) and the Bhutan Information, 

               Communications, and Media Act (2006)
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As the country seeks to tap the potential presented by the ITES-BPO industry, the government must 

articulate a clear strategy with respect to the following:

Introduction and implementation of a comprehensive ITES-BPO policy: As Bhutan introduces investment 

incentives within the IT park, it must also provide a holistic ITES-BPO policy infrastructure and 

implementation guidelines toward benefiting potential investors.

Development of an investment promotion plan targeted at Indian service providers as well as leading global 

offshorers: As Bhutan seeks to market itself as a destination among international ITES-BPO investors, the 

country must define an investment promotion plan that creates the necessary collaterals and ensures 

that a marketing and promotion budget is allocated for the industry. 

Development of requisite training infrastructure: Given the challenges of talent around English language 

and IT basic skills, it is important for the Government to build the requisite training infrastructure to 

improve the employability of the population. 

Provision for an enabling environment for ITES-BPO Bhutanese entrepreneurs, including access to funds and 

quality real estate infrastructure: Access to funds at low interest rates and adequate infrastructure in terms 

of commercial office space and telecom connectivity at competitive rates would be important factors in 

encouraging entrepreneurs to set up ITES-BPO operations.

Current ITES-BPO Industry Landscape

The ITES-BPO industry in Maldives is at a formative stage. The 

country currently serves primarily as a market for IT hardware 

Maldives

The Maldivian economy is currently focused primarily on two 

industries: tourism and fisheries. With the country looking at 

increasing economic diversification, investment is being 

targeted toward industries such as logistics and real estate. 

Given the young, English-speaking population, the ITES-BPO 

industry is a development option as well. The sections below 

highlight the current state of ITES-BPO in the country as well as 

its strengths and development areas for each of four drivers. 

Talent

ITES-BPO Industry

Infrastructure

Environment

Clusters

Maldives – Current 

State Overview 

Figure 1.4

products. The two leading telecom operators, Watanya and Dhiraagu, and the Bank of Maldives handle some 

back-office processing and customer service call center activity for domestic operations (author interview 

with Maldives National Chamber of Commerce and Industry, Male, May 2008).

The government is looking to diversify its economy and also encourage the penetration of IT within the 

country as a whole. An e-governance project is underway. Moreover, the government is developing new 

industrial cities to take some pressure off Male, the capital. Hulhumale and Guhlifahlu are new industrial 

sites that will emerge over the next two to three years.
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Assessment of the Country's ITES-BPO Industry

This section presents an overview across the four drivers, with respect to both the location assessment and the 

prevailing policy environment in the country. 

Talent Driver

Maldives has a young, literate population and a strong emphasis on education. There is an increasing 

priority on introducing a more focused ICT syllabus in the education system, and an existing 

accreditation board ensures a standardized curriculum. The talent in Maldives is ideally suited for ITES-BPO 

because the country values customer service and the young population has a high level of familiarity 

with IT. However, the country would benefit from a national fund devoted to developing the relevant skills. Also, 

while English is the language normally used in the education institutions, government policy does not 

make English a mandatory or primary subject. 

Infrastructure Driver

Maldives has made significant progress in the development of its telecommunications infrastructure. 

The country is one of the best of the group in this study in terms of Internet connectivity and associated 

prices. Development of two new industrial sites in Hulhumale and Guhlifahlu will enhance the infrastructure. 

However, Maldives' geography—dispersion across individual islands—presents infrastructure-related 

challenges. The country needs to concentrate on developing infrastructure to suit specific requirements of the 

ITES-BPO industry, including availability of real estate and uninterrupted power. 

Environment Driver

The development of Maldives as a luxury tourist destination has resulted in a highly favorable 

perception of the country. The country also ranks well in terms of ease of doing business (World Bank 

2007–08). Provisions for tax incentives in the form of no income tax, corporate tax, and property tax are 

available in the Maldives. However, global warming puts the country at increasing risk of natural 

disasters. Additionally, the country lacks a comprehensive set of ITES-BPO policies, which will be 

necessary for the industry to grow. 

Clusters Driver

The Maldivian economy is highly dependent on the tourism and hospitality industry, and cluster 

services within the country have developed to cater to the requirements of this primary industry. 

However, to develop the ITES-BPO industry, it is critical that other cluster services be developed, 

including easy and affordable access to capital, training institutes, and so forth. The country also needs to 

ensure development of social infrastructure in the proposed industrial sites for the development of the 

industry.

The strengths and development areas for the country against each of the drivers with respect to the location 

assessment are highlighted in table 1.7.
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The country has not yet identified IT and ITES-BPO as a priority industry, and therefore no policy specific to 

the industry has been developed. A broad assessment of the current policy environment of Maldives across 

the four drivers is presented in table 1.8. 

Sources: Ministry of Planning and National Development 2005; National Center for Information Technology [NCIT] 2006. 

Table 1.7

Maldives – Strengths and Areas of Development on Location Drivers 
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Talent

Infrastructure

Environment

Clusters

• Young population

• English medium of education

• Basic IT familiarity among the talent pool

• Services orientation of the population

• Well-developed telecommunications infrastructure

• Over 100 percent mobile penetration and low cost 
of leased line

• Relatively good air connectivity

• Stable environment; no incidence of terrorism 

• Favorable destination in terms of doing business

• Reputation as a luxury tourist destination

• Presence of several training and certification 
institutes providing diploma courses and training in 
IT

• Inadequate tertiary-level education infrastructure

• Relatively small population, limiting the opportunity 
for large-scale operations 

• Limited availability of land resulting in high cost of 
operations

• No planned development of real estate/ 
technology park infrastructure 

• Highly susceptible to natural disasters, emerging as 
a deterrent to foreign investment

• No defined government focus to introduce and 
develop ITES-BPO industry

• No industry body or apex institution, given 
absence of ITES-BPO industry

• Lack of access to financing and capital

Strengths Areas of Development

Table 1.8

Maldives – Policy Assessment

  
Government fund at the national level for talent development

Courses in schools and colleges in line with ITES-BPO industry needs

English as a mandatory medium of education or as a primary subject

National accreditation board and certification standard for ITES-BPO

Training subsidies for students/employees for ITES-BPO specific training

Identification and development of economic zones and tech parks

Incentives (land allotment, tax rebates) to ITES-BPO players and infrastructure service

Establishment of ICT incubator facilities

Adequate Internet and telecom connectivity ensuring mimimum SLAs and regulation of prices

Provision of uninterrupted power supply

Development of adequate infrastructure for air connectivity

Classification of ITES-BPO industry as essential or public utility services enabling 24X7X365 operations

Relaxation of specific labor laws (self-certification under Employees Provident Fund Act, Bonus Act)

Tax holidays for specific number of years and exemption/rebate on other taxes, including property tax

Provision of subsidies on fixed capital investment, interest on loans, and duty-free import of equipment

Development of a single window serving as an interface to ITES-BPO investment-related queries

Expedited processing of visas and work permits for ITES-BPO industry personnel

Develop appropriate intellectual property right laws and adoption of globally recognized data protection standards

Provision for development of social infrastructure in economic zones identified for development of ITES-BPO industry

Key Policy Initiatives Present Not present
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Given the advantages presented by Maldives across 

the drivers, the following section outlines a roadmap 

for the development of the ITES-BPO industry in the 

country.

Roadmap for ITES-BPO Development

The current stage of development of the industry and 

the small size of the talent pool suggest that Maldives 

develop specific niche segments rather than a large-

scale effort.

The country should consider introducing ITES-BPO 

industry operations, leveraging the English-speaking 

talent of the population to generate greater 

employment opportunities. 

Both voice- and non voice-based services would be 

viable. In the long term, the country could target 

customer support, sales and marketing, and tourism-related document management processes, leveraging 

the current focus industries of the economy (see table 1.9). Given the large proportion of English-speaking 

population, the target markets for this work primarily would be English-speaking Western Europe and 

North America.

As Maldives aims to achieve greater economic diversification and introduce new economic industries within 

the country, it will be important to evaluate the following:

Determining the opportunity for the ITES-BPO industry: To define a strategy for ITES-BPO industry 

development, Maldives needs to estimate the potential opportunity relative to the ITES-BPO investment 

needed in the country. As mentioned in the previous section, Maldives will need to identify and focus its 

efforts on developing sectoral niches, as it is unlikely to have a scale play.

Development of an external and internal promotion strategy: In addition to marketing the country externally 

as an ITES-BPO destination, promotion of the ITES-BPO industry as a potential employer will be 

necessary within the young talent pool, which is currently attracted only to the tourism industry.

Development of real estate infrastructure suitable for the ITES-BPO industry: As the country focuses on 

attracting investment in industries other than tourism, there will be a need to develop suitable real estate 

infrastructure or technology parks. Land availability is a key issue currently in the capital city of Male, 

which is the center of commercial activity in Maldives. This can be addressed by the allocation of land for 

ITES-BPO organizations in the new industrial cities of Hulhumale and Guhlifahlu.

Key 
Segments

Nature of 
Work

Long Term

Table 1.9

Maldives – Opportunity Areas 

Voice, Nonvoice

Customer Support

Sales and Marketing

Tourism-Related Document 
Management
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Nepal

A sizeable young population with working knowledge of 

English makes Nepal suitable for investment in ITES-BPO. 

The government of Nepal, too, has identified IT and ITES-

BPO as one of the priority industries for development. The 

sections below highlight the current state of the ITES-BPO 

industry in Nepal as well as the strengths and development 

areas for the country on each of four drivers. 

Current ITES-BPO Industry Landscape

Currently dominated by hardware companies that 

distribute and support ICT products and services, Nepal has 

an emerging software industry, which includes software 

development and services companies, networking and Web 

specialists, consultants, and system integrators. 

Talent

ITES-BPO Industry

Infrastructure

Environment

Clusters

Nepal – Current 

State Overview 

Figure 1.5

ITES-BPO is an emerging industry in Nepal. Medical transcription services were initially introduced in 1995, 

but there has been very limited development since then. According to industry incumbents and experts, the 

IT and ITES-BPO industries employ approximately 3,000 people and generate total revenues of more than 

US$40 million, with a majority of the revenues and employment currently generated from the IT industry. 

At present, there are around 40 IT-related companies in Nepal (interview with an employee of HLC-IT, who 

wishes to remain anonymous, Kathmandu, May 2008).

Within the ITES-BPO industry, there are only two major companies—D2Hawkeye and Wserve—employing 

an estimated 200 people (author interview with an employee of CAN, who wishes to remain anonymous, 

Kathmandu, May 2008). The key industry segments prevalent for ITES are GIS, call centers, graphic 

designing, and Web site designing. BPO services in tourism are limited to e-ticketing, Web site 

development, and virtual tourist packages. 

Given the development within ITES-BPO in neighboring countries such as India and China and also the 

potential for employment presented by Nepal, several nonresident Nepalese have started setting up ITES-

BPO operations in Nepal. Although all the ITES-BPO activity in Nepal is focused in Kathmandu, there is an 

expected potential for development in areas such as Pokhara as well as the new IT park area located in the 

outskirts of Kathmandu city.

Assessment of the Country's ITES-BPO Industry

This section presents an overview across the four drivers, with respect to both the location assessment and 

the prevailing policy environment in the country.
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Talent Driver

Nepal has a modest-sized population with a moderate literacy rate. Talent is placed favorably in terms 

of English language comprehension and the associated cost. The country's focus has been on providing 

ICT education to the people, and computer education has been introduced as an optional subject in some 

schools. Other initiatives such as making English a compulsory subject in schools and supporting ITES-

BPO training through subsidies are needed.

Infrastructure Driver

Nepal has made significant progress in recent years in basic infrastructure development. The 

government continues to improve facilities required for the development of trade, industry, and 

commerce to bring them in line with international standards. Some of the focus areas of future 

infrastructure development will include telecom, Internet connectivity, road and air transport, and real 

estate. 

Environment Driver

The government of Nepal is undertaking various initiatives to promote the use of IT across the country, 

especially through e-education, e-health, and technology transfer. At present, the ITES-BPO industry is 

being promoted predominantly by the private sector, and there has been limited impact of the 

regulatory measures introduced to aid the development of the industry in the country. Although the 

industry has been classified as “Essential Services” and certain fiscal incentives have been introduced, 

Nepal still must develop a comprehensive set of fiscal and nonfiscal incentives to attract investment.

Clusters Driver

Despite the nascent state of the IT and ITES-BPO industries in Nepal, there are

multiple associations to promote the industries in the country. The government needs to ensure 

development of social infrastructure for further development of the ITES-BPO industry.

The strengths and development areas for the country against each of the drivers with respect to the 

location assessment are highlighted in table 1.10.
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The government of Nepal introduced IT Policy 2000, aimed at placing Nepal among the top players on the 

global IT map. However, given the overall political change underway in the country, there has been limited 

impact of the policy on development of the industry. A broad assessment of the current policy environment 

in Nepal across the key policy initiatives is presented in table 1.11.

Source: National Information Technology Center 2000.

Table 1.10

Nepal – Strengths and Areas of Development on Location Drivers 
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Talent

Infrastructure

Environment

Clusters

• Availability of a large, young English- speaking 
population 

• Technically sound talent pool

• Talent suitable for the voice-based segments like 
customer support

• Competitive infrastructure costs both in terms of 
real estate and telecom

• Developed connectivity with other countries 
owing to an active tourism industry

• ITES-BPO being promoted pre-dominantly by the 
private sector

• IT Policy (2000) envisages Nepal on the global IT 
map

• Significant private sector participation in areas like 
ITES training institutes, software development

• Proactive role played by industry bodies like CAN 
and forums like ITPF to promote the industry

• Making domestic opportunities available to  quality 
talent migrating elsewhere

• Focused IT education in schools

• Increased tertiary enrolment rate

• Creation of commercial space suitable for ITES-
BPO

• Enabling VoIP termination on PSTN

• Decreasing power transmission losses and 
ensuring uninterrupted supply

• Identification of ITES-BPO as a priority area by the 
government, including marketing efforts

• Better perception management regarding law and 
order in the country

• Increased training infrastructure for  ITES in the 
country

• Increased venture capital availability in the country

Strengths Areas of Development

Table 1.11

Nepal – Policy Assessment

  
Government fund at the national level for talent development

Courses in schools and colleges in line with ITES-BPO industry needs

English as a mandatory medium of education or as a primary subject

National accreditation board and certification standard for ITES-BPO

Training subsidies for students/employees for ITES-BPO specific training

Identification and development of economic zones and tech parks

Incentives (land allotment, tax rebates) to ITES-BPO players and infrastructure service

Establishment of ICT incubator facilities

Adequate Internet and telecom connectivity ensuring mimimum SLAs and regulation of prices

Provision of uninterrupted power supply

Development of adequate infrastructure for air connectivity

Classification of ITES-BPO industry as essential or public utility services enabling 24X7X365 operations

Relaxation of specific labor laws (self-certification under Employees Provident Fund Act, Bonus Act)

Tax holidays for specific number of years and exemption/rebate on other taxes, including property tax

Provision of subsidies on fixed capital investment, interest on loans, and duty-free import of equipment

Development of a single window serving as an interface to ITES-BPO investment-related queries

Expedited processing of visas and work permits for ITES-BPO industry personnel

Develop appropriate intellectual property right laws and adoption of globally recognized data protection standards

Provision for development of social infrastructure in economic zones identified for development of ITES-BPO industry

Key Policy Initiatives Present Not present
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Given the advantages presented by Nepal across the 

drivers, the following section outlines a roadmap for the 

ITES-BPO industry development in the country.

Roadmap for ITES-BPO Development

Nepal should focus on developing expertise within the 

nonvoice segments in the near term and both voice and 

nonvoice segments in the long term (see table 1.12). In the 

long run, Nepal may consider achieving operational 

excellence in the identified niche segments. 

In the near term, Nepal should consider expanding 

operations in currently active segments, including GIS, 

animation, graphics, and Web design. Nepal should 

leverage its existing relationships with Japan (for GIS) and 

build relationships with large Indian offshorers, looking to 

subcontract work in the identified segments to relatively 

low-cost locations.

For the long term, Nepal should explore customer support operations within the tourism industry in 

addition to telecom and technology. The country can also focus on technical support–related services in the 

long term.

Overall, to develop the ITES-BPO industry, some of the proposed initiatives for Nepal include the following:

Development of suitable training infrastructure and content: Though the talent pool in the country is well 

suited for the ITES-BPO industry, training is needed to address the skill gaps. Training institutes and 

appropriate content must be developed. 

Increased connectivity infrastructure: Currently the Internet infrastructure in Nepal is limited and largely 

focused in and around Kathmandu. It will be important to increase the penetration of ICT within the 

country and develop ITES-BPO centers in cities other than Kathmandu.

Development of an investment promotion plan: Nepal has recently been promoting itself as a tourist 

destination. However, given the political changes underway in the country, there has been limited 

business investment in Nepal. In fact, Nepal suffers from a negative perception as a place to do business. 

The country needs to articulate a specific investment promotion plan, which can be channeled through 

the primary industry association and the government.

GIS

Animation

GDS

Key 
Segments

Nonvoice
Nature of 
Work

Long TermNear Term 

Table 1.12

Nepal – Opportunity Areas 

Voice, 
Nonvoice

Customer 
Support

IT Technical 
Support

Tourism

Regional Collaboration on ITES in South Asia 

20



Pakistan

Availability of suitable talent coupled with proactive 

government policies and initiatives has created a favorable 

environment for development of the ITES-BPO industry in 

Pakistan. Many associations have come into existence to 

promote the industry. However, one major challenge is the 

negative perception about the  business and political 

environment of Pakistan, which often appears as a 

roadblock to foreign investment in the country. The sections 

below highlight the current state of the ITES-BPO industry 

in the country as well as the strengths and development 

areas for the country on each of four drivers. 

Current ITES-BPO Industry Landscape

The government of Pakistan has been very proactive in promoting ITES-BPO industry growth by providing 

incentives to both domestic and international players. Among the government initiatives are tax exemptions 

on ITES exports until 2016 (PSEB 2005) and providing quality infrastructure by building technology parks 

under a public-private-partnership model.

Most of the ITES-BPO companies are based out of Lahore, Islamabad, and Karachi, the main business centers 

of the country. Overall, the software and ITES-BPO exports are estimated at US$116 million (PASHA 2007). 

The ITES-BPO industry in Pakistan offers both voice- and nonvoice-based processes and services, with 

domestic call centers being the most popular subsector. However, processes such as medical transcription, 

legal transcription, data capture, and forms processing—which had been initiated much earlier in the 

country—have yet to achieve similar levels of acceptance. Because of the political turmoil within Pakistan 

and perceived investor risk as a location for doing business, these measures have met with limited success. 

Assessment of the Country's ITES-BPO Industry

This section presents an overview across the four drivers, with respect to both the location assessment and 

the prevailing policy environment in the country.

Talent Driver

A large population combined with a moderate literacy rate provides a sizeable talent pool within the 

country. This potential ITES-BPO workforce is employable at relatively low costs. Several talent-

development initiatives have been undertaken by the government, and many more are in the pipeline, 

including the proposed creation of a human resource development fund and the proposed establishment 

of an accreditation council to ensure quality IT education and training. However, the quality of spoken 

and written English is an area of concern. Significant investments in training for English communication 

to make it industry-ready are required.

Talent

ITES-BPO Industry

Infrastructure

Environment

Clusters

Pakistan – Current 

State Overview 

Figure 1.6
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Infrastructure Driver

To accelerate the current pace of development and meeting global ITES-BPO industry standards, the 

government of Pakistan is developing quality infrastructure for the industry. The country intends to 

establish several IT parks and incubators, equipped with the most modern facilities and incentives. 

Further improvements to the telecom infrastructure and increased available bandwidth are needed.

Environment Driver

Pakistan is a rapidly developing country. An emerging market and wide-ranging economic reforms have 

resulted in a stronger economic outlook and accelerated growth, especially in the manufacturing and 

financial services industries. The government—with the support of industry associations—is 

undertaking several initiatives for developing the ITES-BPO industry. The country has developed a 

relatively comprehensive set of fiscal and nonfiscal incentives to attract investment and plans to further 

strengthen the incentives package. However, a negative perception about the country has deterred many 

businesses from establishing in Pakistan.

Clusters Driver

The realization of the development potential of the ITES-BPO industry has resulted in the emergence of 

several institutions and industry associations in Pakistan. As a part of their investment promotion 

activities, these associations are working to curb the negative perception about Pakistan in the global 

markets. The country needs to ensure development of social infrastructure for the continued 

development of the ITES-BPO industry.

The strengths and development areas for the country against each of the drivers with respect to the location 

assessment are highlighted in table 1.13.

Table 1.13

Pakistan – Strengths and Areas of Development on Location Drivers 
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Talent

Infrastructure

Environment

Clusters

• Availability of a large pool of accountants, 
engineers, and bankers

• Talent suitable for the ITES industry 

• Cost advantage over other developed markets

• Competitive infrastructure costs in terms of real 
estate

• Significant  real estate investments by government

• Robust telecom infrastructure at competitive costs

• ITES-BPO identified as priority sector by 
government

• Provision of a favorable policy environment

• Country is highly conducive in terms of doing 
business

• PSEB* and industry bodies like PASHA* and ACCO* 
play an active role in developing the industry

• Large number of ITES-BPO players operating in the 
country

• High venture capital availability in the country

• Making domestic opportunities available to quality 
talent migrating elsewhere

• Building a middle management talent pool

• Increased emphasis on English language and 
tertiary enrollment 

• Improved telecom infrastructure

• Building requisite power infrastructure 

• Increased Internet connectivity

• Greater political stability to drive foreign 
investments

• Building adequate training infrastructure for the 
ITES-BPO industry

• Attracting regional investors looking forward to 
investing in the country

Strengths Areas of Development

*PSEB – Pakistan Software Export Board; PASHA – Pakistan Software Houses Association; ACCO – Association of Call Centre Operators
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The government of Pakistan, placing relatively high priority on the IT and ITES-BPO industry, developed the 

IT Policy and Action Plan, 2000. Compared with the policies of the other South Asian countries under study, 

Pakistan's IT policy is relatively comprehensive with several provisions across the four key policy initiatives. 

A broad assessment of the current policy environment of Pakistan in terms of the key policy initiatives is 

presented in table 1.14. 

Roadmap for ITES-BPO Development 

Pakistan should focus on developing specific niches in both 

voice- and nonvoice-based services in the near term. In the 

long term, the country should strive to develop a large-scale 

industry on account of talent availability within both 

segments (see table 1.15).

A relatively large pool of English-speaking talent presents 

an opportunity for undertaking voice and nonvoice 

processes, both now and in the future. The country should 

Given the advantages presented by Pakistan across the 

drivers, the following section outlines a roadmap for ITES-

BPO industry development in the country.

Source: IT & Telecommunications Division 2000. 

Table 1.14

Pakistan – Policy Assessment

  
Government fund at the national level for talent development

Courses in schools and colleges in line with ITES-BPO industry needs

English as a mandatory medium of education or as a primary subject

National accreditation board and certification standard for ITES-BPO

Training subsidies for students/employees for ITES-BPO specific training

Identification and development of economic zones and tech parks

Incentives (land allotment, tax rebates) to ITES-BPO players and infrastructure service

Establishment of ICT incubator facilities

Adequate Internet and telecom connectivity ensuring mimimum SLAs and regulation of prices

Provision of uninterrupted power supply

Development of adequate infrastructure for air connectivity

Classification of ITES-BPO industry as essential or public utility services enabling 24X7X365 operations

Relaxation of specific labor laws (self-certification under Employees Provident Fund Act, Bonus Act)

Tax holidays for specific number of years and exemption/rebate on other taxes, including property tax

Provision of subsidies on fixed capital investment, interest on loans, and duty-free import of equipment

Development of a single window serving as an interface to ITES-BPO investment-related queries

Expedited processing of visas and work permits for ITES-BPO industry personnel

Develop appropriate intellectual property right laws and adoption of globally recognized data protection standards

Provision for development of social infrastructure in economic zones identified for development of ITES-BPO industry

Key Policy Initiatives Present Not present
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Drivers

Pakistan

Key 
Segments

Nature of 
Work

Long TermNear Term 

Table 1.15

Pakistan – Opportunity Areas 

Voice, 
Nonvoice

Voice, 
Nonvoice

Customer 
Support

Sales and 
Marketing

Analytics

KPO

R&D

Finance and 
Accounting

Medical 
Transcription
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continue developing its customer support segment in the near term, given the relative ease for increasing the 

scale of this segment over time. Additionally, the country could expand into related segments such as sales 

and marketing.

Other segments that Pakistan can target in the near term include finance and accounting and medical 

transcription. The country can consider research and analytics, knowledge process outsourcing (KPO), and 

research and development (R&D) as focus segments or for the long term. Pakistan can also tap its domestic 

industry, which is likely to grow over time with increased emphasis on customer orientation. Domestic 

growth industries such as banking, insurance, and telecom could be targeted.

Unlike some of the other countries in the region with less advanced ITES-BPO sectors, Pakistan has the 

capacity and capability to source business directly from clients. Additionally, Pakistan should seek to 

capitalize on its geographical and cultural proximity to the Arab market, which is witnessing high levels of 

growth and is likely to continue to do so over the coming years. Similarly, Pakistan is well positioned to tap 

the ever-growing Chinese market because of close political ties and existing trade agreements. 

As the country competes with other emerging offshore locations, significant investment is required on the 

following aspects to develop into a leading ITES-BPO destination globally:

Development of adequate training infrastructure: Currently, the training infrastructure in Pakistan is very 

limited. As the industry develops, it is imperative for the country to ensure a sustainable pipeline of 

talent through proper training and development programs. Additionally, it is important for Pakistan to 

identify niche areas or segments in ITES-BPO so that training programs with certifications can be 

introduced.

Development and implementation of an ITES-BPO policy: While Pakistan already offers significant benefits 

to foreign investors in IT and ITES-BPO, there is a need for a clear policy that covers investment 

provisions for human capital as well as infrastructure development.

Development of an investment promotion plan: Given the market perception of the country as a location for 

ITES-BPO services, Pakistan must articulate an investment promotion plan that highlights the key 

strengths offered by the country for this industry.

Regional Collaboration on ITES in South Asia 
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Current ITES-BPO Industry Landscape

Sri Lanka has a relatively mature ITES-BPO industry, which has 

witnessed significant growth over recent years. The country has 

Sri Lanka

The ITES-BPO industry in Sri Lanka is relatively more 

developed than in other South Asian countries. The industry 

has been identified as a future priority  sector by the Sri Lankan 

government, especially as a source of greater employment 

opportunities for its citizens. The sections below highlight the 

current state of the ITES-BPO industry in the country as well as 

the strengths and development areas for the country on each of 

the four drivers.

Talent

ITES-BPO Industry

Infrastructure

Environment

Clusters

Sri Lanka – Current 

State Overview 

Figure 1.7

already begun to develop a domestic vision and roadmap for the industry. 

Some of the internationally known names that have already set up operations in Sri Lanka include HSBC, 

AVIVA, WNS Global Services, Innodata-Isogen, RR Donelly (formerly Astron/Office Tiger), WPA, and 

Hellocorp.  The most prominent ITES-BPO segments in Sri Lanka are finance and accounting. Some 

organizations are also providing investment research services for global equity houses. There is limited 

amount of legal process outsourcing as well. 

The key target markets for Sri Lankan ITES-BPO companies for exporting services include Australia and the 

United Kingdom. According to industry professionals, Sri Lankan companies deliberately are not focusing 

on other prominent ITES-BPO markets such as the United States to avoid direct competition with India and 

the Philippines.

Currently most of the ITES-BPO industry in the country is concentrated in Colombo. According to industry 

professionals, Kandy is a potential second location for the industry in the long term.

Assessment of the Country's ITES-BPO Industry

This section presents an overview across the four drivers, with respect to both the location assessment and 

the prevailing policy environment in the country.

Talent Driver

The Sri Lankan talent possesses world-class skills, especially within the finance and accounting field. 

Several national initiatives, including ICT education, target talent development. While the cost of talent 

in Sri Lanka is favorable, English language and IT skills in comparison are barely adequate. Proposals to 

address these deficiencies include creation of a government/donor “knowledge economy” fund and 

making English the language of instruction in the schools. Speedy and appropriate implementation of 

these proposals is important.

Regional Collaboration on ITES in South Asia 
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Infrastructure Driver

Sri Lanka has continued its efforts to develop the infrastructure in the country, despite ongoing security 

issues and political problems. Plans have been developed to build export zones, and technology parks in 

collaboration with the private sector. There are proposals to reduce telecom and Internet connectivity 

costs, which are expected to be undertaken in the near term. Cost of power remains one of the highest in 

Asia and remains a concern. 

Environment Driver

The macroeconomic and business environment factors in the country are favorable, but existing political 

tensions contribute to a negative perception. The country's cyber laws are arguably one of the best in 

Asia. To address business fears, Sri Lankan ITES-BPO companies offer customized business continuity 

solutions to clients. Efforts are underway to develop fiscal and nonfiscal incentives, including a higher 

tax holiday period (10–15 years) offered to all companies that set up IT and ITES-BPO operations in the 

country for export. Sri Lanka should further develop a comprehensive package of non fiscal incentives to 

attract foreign investment. 

Clusters Driver

Sri Lanka ranks well on this dimension when compared with the other South Asian countries. The 

government recognizes the importance of a single industry body representing the interests of the 

industry as well as other enabling factors such as presence of training institutions and venture capital. 

The strengths and development areas for the country against each of the drivers with respect to the location 

assessment are highlighted in table 1.16.

Table 1.16

Sri Lanka – Strengths and Areas of Development on Location Drivers 
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Environment

Clusters

• Availability of skilled manpower, with salaries 
significantly lower than India

• Second largest number of Chartered Institute of 
Management Accountants (CIMA) certified 
accountants outside of the United Kingdom

• Development of suitable, though limited, 
commercial space such as the World Trade Center

• Relatively good air connectivity to international 
destinations

• ITES-BPO industry identified as a focus industry by 
the Government

• Favorably placed on ease of starting business as per 
the World Bank, Doing Business Report, 2007-08

• Presence of internationally renowned players 

• Ongoing efforts to establish a single, neutral, 
representative industry body

• Increased emphasis on English language, IT skills, 
and tertiary enrollment to improve overall 
employability of talent

• Increased telecom infrastructure with lower leased 
line costs

• Handling global media perception regarding state of 
law and order 

• Control on overall economy, including parameters 
such as inflation

• Scaled-up training infrastructure 

• Promoting venture capital activity to grow the 
industry

Strengths Areas of Development
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Given the advantages presented by Sri Lanka 

across the drivers, the following section 

outlines a roadmap for the ITES-BPO industry 

development in the country.

The government has identified ITES-BPO as a priority industry for generating employment opportunities. 

To promote the growth of the industry in Sri Lanka, the government intends to establish a single, neutral, 

industry representative body in the immediate future, then draft a national IT and ITES-BPO policy. A broad 

assessment of the current policy environment of Sri Lanka in terms of the key policy initiatives is presented 

in table 1.17.

Key 
Segments

NonvoiceNonvoice
Nature of 
Work

Long TermNear Term 

Table 1.18

Sri lanka – Opportunity Areas 

Table 1.17

Sri Lanka – Policy Assessment

  
Government fund at the national level for talent development

Courses in schools and colleges in line with ITES-BPO industry needs

English as a mandatory medium of education or as a primary subject

National accreditation board and certification standard for ITES-BPO

Training subsidies for students/employees for ITES-BPO specific training

Identification and development of economic zones and tech parks

Incentives (land allotment, tax rebates) to ITES-BPO players and infrastructure service

Establishment of ICT incubator facilities

Adequate Internet and telecom connectivity ensuring mimimum SLAs and regulation of prices

Provision of uninterrupted power supply

Development of adequate infrastructure for air connectivity

Classification of ITES-BPO industry as essential or public utility services enabling 24X7X365 operations

Relaxation of specific labor laws (self-certification under Employees Provident Fund Act, Bonus Act)

Tax holidays for specific number of years and exemption/rebate on other taxes, including property tax

Provision of subsidies on fixed capital investment, interest on loans, and duty-free import of equipment

Development of a single window serving as an interface to ITES-BPO investment-related queries

Expedited processing of visas and work permits for ITES-BPO industry personnel

Develop appropriate intellectual property right laws and adoption of globally recognized data protection standards

Provision for development of social infrastructure in economic zones identified for development of ITES-BPO industry

Key Policy Initiatives Present Not present

T
a
le

n
t

In
fr

a
s
tr

u
c
tu

re
E

n
v
ir

o
n

m
e
n

t
C

lu
st

er
s

Drivers

Bhutan

Sources:  Department of National Planning Ministry 2006; ICTA et al. 2007.

Finance and 
Accounting

Research and 
Analytics

Customer 
Support

Legal Process 
Outsourcing

HR 
(Payroll, Data 
Management)
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Roadmap for ITES-BPO Development

With the relatively strong mother-tongue influence of the population, the country should focus on 

developing its niche within the nonvoice segments in the near term and strive toward operational excellence 

in the long term.

Segments that can be targeted in the near term include finance and accounting, research and analytics, and 

customer support. In the long term, the country should consider further strengthening its expertise in 

financial services and related knowledge services, including investment research and analytics, legal process 

outsourcing, and competitive intelligence (see table 1.18). The country can consider human 

resources–related nonvoice services such as payroll and data management in the long term. 

Sri Lanka expects the ITES-BPO industry to contribute significant export revenues over the next 10 years. To 

achieve this, it is important for the country to continue its development efforts, focusing on the following 

areas:

Development and implementation of an ITES-BPO policy: Several industry bodies are involved in the 

development of the ITES-BPO industry in Sri Lanka. A neutral, independent industry body, on the lines 

of NASSCOM, will be set up shortly to promote and develop the industry. One of the key activities of 

such a body will be to articulate an ITES-BPO policy for Sri Lanka that provides a suitable policy 

environment for foreign investors. This is one of the key ingredients currently absent in the country, and 

once established, the country would increase its chances of developing into a preferred ITES-BPO 

destination.

Postscript: Since this report was prepared a single apex industry body has just been established for 

IT/ITES called SLASSCOM 

Increased focus on investment promotion and marketing the strengths of Sri Lanka as an ITES-BPO destination: 

To overcome the negative perception of the country on account of the current political tensions, it is 

important for Sri Lanka to develop a promotion and development strategy. The country can showcase 

the existing operations of large multinational players to the rest of the world to win foreign investor 

confidence. The ICTA, the BOI and the EDB are all working collectively to achieve these objectives along 

with the industry bodies responsible for IT & ITES in Sri Lanka. 

Establish finishing schools and other training mechanisms: More than 100,000 qualified students are unable to 

enter the public university system because of the limited number of places. Moreover, as the core of the 

school-level education is not conducted in English, the ability of the talent to work in English is limited, 

adversely impacting their employability. Therefore, finishing schools and other training mechanisms 

should be considered to improve the English and IT skills of the talent pool. The government has already 

realized this and has a number of talent development initiatives in the short, medium, and long term.

Development of technology parks and telecommunications infrastructure: Suitable real estate infrastructure 

availability is limited in Sri Lanka. Land for development in the Colombo vicinity is also very limited. 

Purpose built development on this front can be a highly attractive medium of promoting the country as 
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an ITES-BPO destination within the international Offshoring community. Given the geopolitical 

situation, such technology parks and facilities should include appropriate disaster-management 

infrastructure as well. Telecommunications bandwidth & cost of power are also areas of concern. At the 

time the study was prepared, the cost of a 2 Mbps leased line connection is the highest within the South 

Asia region.

As the country assessments indicate, the South Asian countries are all working toward development of their 

individual ITES-BPO industries. However, a study of the needs of the industries, the potential areas of 

development, and the markets that the countries wish to tap reveals that there are several similarities among 

the countries. Some of the common characteristics are as follows:

Relatively young population: More than 60 percent of the population in most of the countries under study 

falls in the employable age bracket of 15–64 years (refer to appendix D). The talent pool recruited by the 

industry at the entry level is often students who have completed their secondary education, so these 

countries collectively provide a significant volume of employable talent.

English language skills: All of the countries of the region have a fair understanding of English, which is 

commonly understood and spoken by the urban and semi-urban population. The region presents a 

significant advantage on this account, because English is the primary language for most of the work 

outsourced at present. 

Expertise in the finance domain: The talent in many South Asian countries is strong in quantitative skills 

and finance-related subjects. For instance, countries such as Bangladesh, India, Pakistan, and Sri Lanka 

have a large number of finance graduates and accountants. The South Asian countries can jointly 

promote the region as a center of excellence especially within the finance domain for the ITES-BPO 

industry.

Overlaps in the identified potential opportunity areas: There are significant overlaps in the niche areas 

identified for the individual countries. Therefore, the countries could collaborate in developing select 

niche segments in the region through knowledge sharing and regional training initiatives. 

Similarly, there are complementary areas among the countries where development is needed—in areas 

such as training, infrastructure, and investment promotion. However, given the political tensions and 

cross-border issues between some of the countries, they may choose to first leverage existing bilateral 

and multilateral agreements and treaties in the immediate term. An overview of such treaties and 

agreements between the countries is illustrated in box 1.1. 

Opportunity for Collaborative Growth
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The South Asian Free Trade Agreement (SAFTA) of the South Asian Association for Regional 

Cooperation (SAARC) creates a framework for establishing a free trade zone covering 1.4 billion people 

in Bangladesh, Bhutan, India, Maldives, Nepal, Pakistan, and Sri Lanka. SAFTA aims to progressively 

reduce customs duties on the trade of all products in the region to zero by the end of 2016.

SAARC's Eleventh Summit in Kathmandu in January 2002 provided the impetus for regional economic 

cooperation in hopes of improved prosperity in South Asia. At the summit, the leaders agreed to 

accelerate cooperation in the core areas of trade, finance, and investment to achieve an integrated South 

Asian economy in a step-by-step manner, eventually leading to a South Asian Economic Union (SAEU).

At the Twelfth SAARC Summit in Islamabad in January 2004, the financial wing of SAARC, 

SAARCFINANCE, was given the responsibility to study and make 

recommendations on the early and eventual realization of the SAEU and to examine the concept of a 

South Asian Development Bank (SADB).

SAARC also has bilateral treaties to avoid double taxation. The table below details the existence of 

Double Taxation Avoidance Agreements (DTAAs) between the countries.

In the long term, all the South Asian countries, including India, need to collaborate to tap the vast global 

Offshoring market. 

The following chapter studies the rationale for collaboration among the countries, with overall economic 

gain as the underlying goal. The chapter outlines key initiatives that can be undertaken collectively by the 

countries and highlights the benefits that would accrue to each of the countries involved.

Sources: Asia Trade Hub 2008; Board of Investment – Bangladesh 2007; Board of Investment of Sri Lanka 2008; 

Economic Times 2005; Income Tax Department 2006; Inland Revenue Department, Nepal 2001; Ministry of Foreign Affairs 2005.

Box 1.1

EXAMPLES OF EXISTING TREATIES AND FREE TRADE AGREEMENTS

India has DTAAs with:

Bangladesh

Nepal 

Sri Lanka

Bangladesh has DTAAs with:

India

Pakistan

Sri Lanka

Bhutan has no DTAAs. 

Nepal has DTAAs with:

India

Pakistan

Sri Lanka

Pakistan has DTAAs with:

Sri Lanka

India

Bangladesh

Sri Lanka has DTAAs with:

India

Pakistan
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Regional Collaboration Opportunities and 

Implementation Options

Introduction

A regional collaborative cluster is a special form of an economic cluster; factors such as relations between 

countries, sociocultural ties, and policy play a major role in deciding the success or failure of this cluster. This 

is different from a traditional cluster where the main drivers are typically availability of the right kind of 

resources (both material and labor) and overall gain to the core industry in the cluster.

Economic gain for all parties involved forms the basis for most modern clusters. Companies involved in the 

core industry of the cluster have easy access to raw materials and collective bargaining power relative to 

suppliers. They also benefit from the quality of the talent available to them because clusters lead to labor 

market pooling and skills specialization. The ready availability of multiple job opportunities acts as a key 

attraction for the talent. Examples of such clusters are the financial cluster in London and the automotive 

clusters in Detroit (United States) and Germany. Multinational clusters such as the European Union (EU) and 

the Gulf Cooperation Council (GCC) look at cooperation at a macro level across multiple industries. See box 

2.1 and box 2.2 for descriptions of these examples.

When the ITES-BPO industry in South Asia is viewed in this light, the possibility of developing a regional 

collaborative cluster is evident. Countries in the region have complementary needs in areas such as training 

as well as complementary offerings in terms of their specific strengths and competencies. 

The socioeconomic benefits of the ITES-BPO industry are immense, providing a strong case for the 

development of this industry in each of the South Asian countries. Although the countries have individually 

taken steps to develop the industry, there have been very few attempts to develop a regional network for 

sharing information and best practices. 

India has emerged as a dominant location within the ITES-BPO industry. However, there has been limited 

effort to leverage the success and experience of Indian companies in developing the industry in neighboring 

South Asian countries. 

In fact, at present most of the countries in the region compete with each other for business, with lower cost of 

operations compared with neighboring countries as the prime selling point. However, with new locations 

and countries emerging on the global stage for ITES-BPO, this advantage is likely to be unsustainable in the 

long run. 

Therefore, each of the countries under study would need to develop a strong value advantage or proposition 

to attract investment over other locations. Given that the countries are at different stages of development 

with respect to the ITES-BPO industry, the countries can explore the possibility of developing a regional 
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value proposition as an outsourcing/Offshoring hub, leveraging each others' strengths. The countries can 

consider introducing initiatives and developing platforms that foster growth of the industry in the region as 

a whole. Such a regional network would ensure coordinated efforts toward knowledge sharing, resource 

utilization, human capital development, and infrastructure investment—increasing the ability of the region 

to compete against other locations through united efforts.

Box 2.1

Box 2.2

EXAMPLE – EUROPEAN UNION 

EXAMPLE – GULF COOPERATION COUNCIL 

The EU—a political and economic community of 27 member states, located primarily in Europe—is 

an example of political drivers fostering collaboration. The EU was formed to curb extreme 

nationalism, which had led to the destruction of much of the continent in the Second World War.

The EU has developed into a single market through a standardized system of laws that applies to all 

member states. These laws allow free movement of people, goods, services, and monetary capital. 

The EU maintains a common trade policy, agricultural and fisheries policies, and a regional 

development policy.

The GCC is an example of a regional cooperation body that was established as a result of geographical 

proximity and the common social and economic objectives of its members. The GCC is a trade block 

involving six Arab states of the Persian Gulf: Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the 

United Arab Emirates. These countries came together primarily because of the same national 

language (Arabic), common religion (Islam), and a common resource (oil). The GCC began with the 

following major objectives:

Formulating regulations in areas such as economy, finance, trade, customs, tourism, legislation, and 

administration

Setting up joint ventures 

Encouraging cooperation of the private sector 

Strengthening ties between the people of the member states

Establishing a common currency, the khaleeji, by 2010

The GCC has been active in efforts to find a peaceful solution to the Palestine conflict as well as the 

conflicts in Lebanon, Sudan, and other Arabic-speaking North African nations.

Source: Gulf Cooperation Council 2007.

Regional Collaboration on ITES in South Asia 

32



This chapter provides a rationale for collaborative growth of the ITES-BPO industry in South Asia. It 

presents specific initiatives and key stakeholders involved in the process. It shows how India's example 

can be emulated by other countries and how it can help in the collaborative process. The chapter is thus 

structured as follows:

Case for Collaboration: This section highlights the economic benefits and rationale for collaborative 

ITES-BPO growth. 

Role of Stakeholders: This section provides an overview of the role of the key 

stakeholders—government, institutions, and corporations. 

Collaborative Initiatives: This section details initiatives that should be undertaken to promote 

collaborative growth.

Role of India in Collaboration: This section details initiatives that India has either already 

undertaken or should consider to promote collaborative growth.

Timelines and Roadmap: This section details the roadmap and phased implementation of the various 

initiatives. 

Areas of Concern: This section highlights the potential roadblocks in the path of collaborative growth. 

The section explores the potential market that the South Asian countries can tap into and the economic 

benefits that they can accrue by working collaboratively towards doing so. It also covers the demand and 

supply side benefits of working collaboratively towards growing the ITES-BPO industry in the region. 

Case for Collaboration

Global ITES-BPO Industry Overview: 

Untapped Market Potential

By 2012, the global ITES-BPO outsourcing market is 

expected to be US$17 trillion (NASSCOM-Everest 

2008). Of this, a very large percentage is not 

offshorable (refer to figure 2.1); the nature of the 

processes would require a vendor to have an onshore 

presence. This means the Offshoring market (that the 

South Asian countries can tap into) is about US$700 

billion, of which India is expected to capture 

approximately US$280 billion. 

In 2007, India had a 37 percent share of the global 

Offshoring market (see figure 2.2), which translated 

into revenues of US$9.5 billion generated by the 

industry (NASSCOM 2007a).

Figure 2.1 

Expected Outsourcing Market (2012)  

(US$ Billion)

280

420

16,200

Source:  NASSCOM –Everest, 2008  

Not Offshoreable

India

Others
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Figure 2.2

Offshoring Market by 

Destination Location, 2007   
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Europe
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Percent, US$ Billion

Source: NASSCOM-Everest Study 2008

When compared with the 2007 ITES-BPO revenue of 

India, the projected revenues for 2012 would 

represent a 30-fold increase. However, this still 

leaves a huge untapped market for other South Asian 

countries. Also, even at its current size, India is facing 

problems of talent, attrition, and rising costs. Thus, 

for both India and the other South Asian countries, 

collaboration is necessary to capitalize on this 

enormous opportunity. 

Economic Benefit of Collaboration

One of the main features of the ITES-BPO industry is 

the relatively low investment required from the 

government with the potential of high returns. Also, 

at the entry level, the talent pool for the industry 

comprises secondary school graduates and thus 

requires low investment on the part of students 

seeking employment in this industry. 

The key reason that the countries should concentrate 

on developing the ITES-BPO industry is the potential 
 revenue that the industry can generate. On average, 

 one employee earns US$20,000 worth of foreign 

exchange for the country annually (author's 

calculation). 

Assuming the revenue generation potential remains 

the same for the other countries, table 2.1 depicts the 

estimated potential revenue for each of the six 

nations in this study. The calculations assume that 0.6 

percent of their available workforce (total number of 

secondary and tertiary enrollments) would be 

employed in the ITES-BPO industry (the same as in 

India at present). 

The estimated revenue numbers in table 2.1 are a small percentage of the total potential for Offshoring, 

estimated to be US$800 billion by 2012. Also, as table 2.2 shows, most of the countries have less than 0.6 

percent of their available workforce working in the industry at present (column E in table 2.2). And the 

available workforce as a percentage of the total population itself is quite low, ranging between 5 and 10 

percent (column D). In other words, a very large part of each country's population has not been tapped by the 

industry. Data in Columns A, B, and C correspond to the data presented in table B.1 in appendix B.

Table 2.1

Potential ITES-BPO Revenues 

(based on 0.6 percent of available workforce being employed)

 

Potential Revenue 

(Million USD)
Country

Available 

Workforce 

Regional Collaboration on ITES in South Asia 

Bangladesh 11,266,360 1,351.96

Pakistan 8,027,532 963.30

Sri Lanka 2,351,826 282.22

Nepal 2,130,684 255.68

Bhutan 45,030 5.40

Maldives 30,674 3.68
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It is thus important for the countries to concentrate on training both the available workforce and the untapped 

workforce on specific ITES-BPO–related subjects such as English and analytical ability from an early stage of 

education. This is where India, which has specialized trainings and courseware for ITES-BPO, can play a part. 

However, bear in mind that one of the reasons employment in the ITES-BPO industry is so low is because not 

many opportunities are available outside of India. The industry is still in its early stages in most South Asian 

countries. 

Growth through Collaboration

The growth of the industry must be promoted from both the demand and supply sides. As figure 2.3 suggests, 

collaboration between the countries could drive both business growth and supply-side growth.

To tap the potential revenue projected above, countries need to collaborate with each other, presenting a 

common front to a potential customer. From a customer perspective, the prime motivation for outsourcing is 

savings from lower costs. As a supplier, this advantage is not sustainable in the long term—especially because 

some of the countries need to make large investments in talent development, training, and business 

continuity infrastructure, while others need to pay high costs for telecom, power, and other elements that are 

critical to ITES-BPO operations.

In fact, in the long run the entire region, including India, needs to refine its Offshoring/outsourcing offering 

so that lower costs are no longer the prime motivation for other countries and companies to outsource work. 

This can happen only if the outsourcing organization sees greater value in nonmonetary terms such as quality 

of output, consistency of service, and rapid response time.

Table 2.2

Untapped Potential Workforce in South Asian Countries

( A )     

Country

Total 

Population 

(Million)

Workforce

 Available

(Million)

Current 

ITES 

Workforce

Employable 

Talent Pool

as Percentage 

of Population

Current ITES 

Workforce as 

Percentage of

 Employable Talent

Bangladesh 155.90      11.260 5000 7.22% 0.04%

Bhutan 0.65        0.045 224 6.93% 0.50%

Maldives 0.30        0.031 0 10.22% 0.00%

Nepal 27.64        2.130 200 7.71% 0.01%

Pakistan 159.00        8.030 15000 5.05% 0.19%

Sri Lanka 19.88        2.350 9000 11.83% 0.38%

India 1109.81      92.300 553000 8.32% 0.60%

(E)=C/B * 100(D)=B/A*100   ( C )   ( B )
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• Exploring common business

opportunities for work to be

delivered from multiple countries

• Joint business promotion

• Subcontracting of work from one 

country to another

• Tapping domestic ITES-BPO 

markets of other South Asian 

countries

• Arriving at common set of

business delivery 

standards for the region

• Exploring business

opportunities within region for 

development of cluster services for 

ITES-BPO including telecom, real estate 

infrastructure, and training

• Development of human capital through 

development of regional standards for

– Curricula

– Training

– Assessment

• Development

 of infrastructure

such as telecom

 and real estate

• Sharing of 

infrastructure

• Development of policy infrastructure 

that facilitates free movement of 

ITES-BPO personnel in the region

Business Growth Supply Side Growth

Business 
Growth

Supply-Side
Growth

Business 
Growth

Collaboration

Corporations stand to gain from collaboration because the available talent pool increases in terms of both 

volume and skills. Collaboration also helps companies to find others that perform complementary work, 

thus allowing them to expand their portfolio of services. 

Given the similarities between the countries of the region, there is a significant opportunity for them to 

collaborate in developing common strategies of sharing infrastructure, talent development, and knowledge 

transfer so that the experiences of one country may be leveraged by the other countries. 

Collaboration can lead to business growth from increased demand. Collaboration can also help address this 

growth in the industry through joint initiatives on building the supply side. 

However, given the existing tensions between some of the countries in the region, it is recommended that in 

addition to a multilateral approach, the countries explore a bilateral approach as well. Thus, countries with 

similar markets or complementary needs would do well to work together bilaterally. 

The following section highlights the overall roles of each of the stakeholders in such collaborative activities. 

Governments, corporations, and institutions each have an important role to play in the development of the 

regional ITES-BPO cluster in the South Asia region. The nature of activities performed by each is listed 

below. 

Role of Stakeholders in Regional Collaboration

Figure 2.3 

Collaborative Business and Supply-Side Growth
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Government

The impetus for regional collaboration is expected to come from businesses and corporations. However, the 

government of each country has a key role to play in supporting growth of such collaborative initiatives. 

Most of the macro initiatives suggested in the previous section need active involvement by governments. 

Governments of individual countries should set up a team within their IT departments to focus on the ITES-

BPO industry. Such teams should provide a single “window” for interaction with the government on all 

aspects relating to the industry. Further, this team should work actively with the regional body and 

corporations to coordinate their efforts. 

Governments should view this industry as a long-term investment in the growth of the country. If 

governments mobilize their considerable resources in congruence with industry needs, the benefits accrued 

can be immense. These benefits include employment generation—both direct and indirect—revenue 

generation through individual and corporate taxation, and attraction of foreign direct investment, which 

brings in valuable foreign exchange into the country. 

Corporations

Corporations and multinational companies (MNCs) are expected to take the lead in identifying 

collaborative opportunities in the region. Given the right environment and support, corporations would 

play a key role in attracting business to the region as a whole. This, in turn, would result in optimal use of the 

various resources that the region can offer. 

Institutions and Industry Bodies

Institutions or industry bodies play an important supporting role in cluster growth. Industry bodies provide 

a platform for communicating the common needs of an industry to the government and can influence the 

creation of a favorable policy framework. Institutions also play an important role in funding various 

developmental activities that can help sustain long-term growth. For collaborative ITES-BPO industry 

growth in South Asia, two kinds of institutions would play an important role: country-level associations (for 

example, the National Association of Software and Services Companies [NASSCOM] or the Bangladesh 

Association of Software and Information Services [BASIS]), and a regional body. 

A regional-level body would coordinate the efforts of the different countries toward the common goal of 

collaboration. Much of the implementation of various regional initiatives might be carried out through the 

country-level associations. An overview of the key areas that each of the institutions would work in are 

shown in figure 2.4.
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Regional Body Country-Level Association

Country-Level Association

This body typically represents the interests of the whole ITES-BPO industry in a country and assists with any 

government policy-level initiatives. More important, the country-level association must formulate the 

“vision” for the ITES-BPO industry throughout the country and communicate this vision to the government 

to drive a conducive, policy-led business environment. 

The country-level association acts as a conduit between the ITES-BPO industry and the government for the 

promotion and development of the industry: partnering with the government and with global and domestic 

stakeholders for promoting the industry in global markets, promoting the industry clusters, devising 

strategies to upgrade the talent pool, and so forth. The association should be represented in the regional body 

and be responsible for implementing collaborative initiatives to help South Asia grow as a successful region 

for ITES-BPO.

The activities typically undertaken by a country-level association include the following:

Serving as the “voice of the industry”: In partnership with the government, the association works to 

develop the national IT and ITES-BPO policy in line with the evolving requirements of the industry. The 

association offers advice on the needed incentives, development of human capital and infrastructure, 

and other significant issues.

Assessing the current and future industry potential for the country: As the ITES-BPO industry is still in a 

nascent stage in most of the countries in the region, the association needs to assess the current state of the 

industry in its country, including the number of ITES-BPO players that exist in the local market and the 

kind of work they do.

Developing human capital: Although the government is responsible for developing the infrastructure for 

educational and training institutions, the country-level association needs to promote the softer aspects 

of HR capacity building in ITES-BPO: analysis of workforce capability, highlighting concerns of the 

workforce, lobbying for labor sector reforms, and so forth. 

Figure 2.4 

Interaction between Regional Body and Country-Level Association

Advise on and recommend initiatives
to drive regional collaboration 

Regional think tank

Is the voice of the region through 

representation of multiple stakeholders

Helps exchange information between various 

stakeholders at a regional level

Drives investment promotion at a regional level

Implementation and project 
management of regional 
collaboration initiatives 

Coordinates with country government and 

corporations to implement initiatives

Shares best practices and knowledge with other 

country associations through regional body

Seeks funding options to implement regional 

initiatives 

•

•

•

•

•

•

•
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Taking IT awareness initiatives: One of the key requirements for the ITES-BPO industry is basic knowledge 

of computing. This can be introduced through the school and college curricula for students, but it is also 

important to make the general population aware of how IT can help them increase their productivity. 

This can be done through introductory courses for desktop applications such as word processing and 

spreadsheets.

Providing external marketing and promotion: A key concern for countries such as Bangladesh, Nepal, 

Pakistan, and Sri Lanka is the negative perception of the country in the external markets. The country-

level association must present a true picture of its host country by developing marketing and promotion 

collaterals and presenting to potential clients in international events. 

Organizing activities: The association can also organize regular industry events such as conferences, 

seminars, and workshops on specific relevant topics at the national and international level with the dual 

objective of promoting the industry in the domestic labor market as well as with international customers.

Attracting investments from nonresident nationals: Countries such as Bangladesh, Nepal, Pakistan, and Sri 

Lanka have a significant number of citizens working in other countries. These contacts could be 

leveraged to get new business into the country. 

Conducting internal marketing: The country-level association must work to change the perception of 

employment in the ITES-BPO industry among the younger population, which still prefers the traditional 

public sector in many of the countries under study. 

Developing relations with similar bodies in other countries: While the immediate focus would be on 

developing strong relations with NASSCOM and other equivalent bodies in the SAARC nations, as the 

representative industry body for ITES-BPO in country, the association can develop alliances with other 

overseas associations as well. 

Regional Body for Development of ITES-BPO

The country-level association focuses primarily on those aspects that drive the growth of the industry in the 

individual country. However, as explored in earlier sections, the growth can be much larger and made 

sustainable if the countries work collaboratively. 

Efforts toward collaboration in the ITES-BPO industry have been made in the past by various entities such as 

the ICT cell of SAARC, NASSCOM, and trade bodies such as the Asian-Oceanian Computing Industry 

Organization (ASOCIO). However, the larger mandate of SAARC and NASSCOM include other activities, so 

the collaborative process has not gathered momentum. 

It is thus recommended that a body be formed at the regional level with a specific emphasis on development 

of the South Asia region as an outsourcing ITES-BPO cluster. The main objective of this regional body would 

be to develop practical ideas that would drive regional ITES-BPO growth. It would serve as a think tank. It 

would also act as an advisor in the implementation of various initiatives, encouraging collaboration among 

the countries and playing a key role in ensuring coordination of all efforts from the other stakeholders. 
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As stated earlier, at present there is minimal regional collaboration activity, so the regional body should be 

formed as soon as possible. The body should be kept lean and flexible in the inception years. The 

membership should represent key stakeholders that could drive collaboration among the countries, since 

many initiatives may necessitate some fast-track negotiation authority that would have to be decentralized 

from each country. 

The regional body should have representatives from 

? ITES-BPO industry bodies from the countries

?• Chambers of commerce and industry councils 

?• Prominent educational institutions and management schools

?• Leading ITES-BPO corporations from the individual countries

?• Other regional organizations such as ASOCIO 

?• Government officials and secretaries from the IT, communications, labor, and educational 

ministries 

In the initial years, the regional body would rely primarily on the country-level associations to carry out 

much of its work. This would avoid rivalry with established country and regional associations that may see 

the new body as intruding rather than enabling or complementing them.

•

  

 

Role and Activities Role and Activities

Short Term Long Term

• 

•  – 

•  –

Flexible

Flat representation from multiple bodies 

Virtual representation from multiple bodies 
communication primarily through existing 
forums and through technology such as 
tele/video conferencing and e-mail

• 

• 

• 

• 

• 

Play the role of:

Think tank

Advisor on projects executed by
 country-level association

Mentor for country-level association

Communication platform for various 
stakeholders

Structure Structure

• Project management of various regional 
initiatives

• Continued advisory role

• Seeking of funding options and vetting of 
project proposals at a regional level

• Setting up of common infrastructure to be 
used by all countries

• More formal structure with a steering 
committee in an advisory role and an 
administrative team with full-time CEO. Based 
in one of the South Asian countries. 

• Specific cells overlooking various functions, 
including planning, funding, and project 
management

Figure 2.5

Evolution of the Role of the Regional Body
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The regional body could begin work in the following areas: 

? Alignment of the various initiatives being taken in the different countries: sharing of best practices 

among the countries 

?• Survey of collaborative (complementing) opportunities 

?• Promotion of cross-national twinning arrangements between various institutions and investment 

promotion agencies 

?• Exploration of options for amalgamation of funds at a regional level to provide early-stage 

funding to start-ups and entrepreneurial ventures

?• Promotion of knowledge sharing and funding of socially relevant ITES-BPO initiatives such as 

setting up rural IT infrastructure and IT training 

?• Development of relations among the country-level associations of the region and building a 

network with other regional bodies around the world

See boxes 2.3 and 2.4 for examples of two similar initiatives 

•

Box 2.3

ASOCIO plays a key role in bringing together IT institutions, organizations, and professionals from 

developing and developed nations across Asia-Oceania. 

Established in 1984 as a federation of computing industry associations from the Asian-Oceania region, 

ASOCIO is dedicated to promoting relationships between its member organizations as well as 

promoting trade. Its primary objective is to develop the computing society and industry in the region.

ASOCIO has been instrumental in linking up IT companies in its member economies. The annual 

ASOCIO ICT summit provides a platform for governments and industry to share information, develop 

closer relationships, and, most importantly, identify new business opportunities.

ASOCIO has 20 members representing Australia; Bangladesh; Hong Kong, China; India; Indonesia; 

Japan; South Korea; Laos; Malaysia; Mongolia; Myanmar; Nepal; New Zealand; Pakistan; the 

Philippines; Singapore; Sri Lanka; Taiwan, China; Thailand; and Vietnam. It has seven guest members 

from Canada, France, Kenya, Spain, the Russian Federation, the United Kingdom, and the United 

States.

ASOCIO members associations, through their own members, represent more than 10,000 IT companies 

in the region.

Source: ASOCIO 2006.

EXAMPLE – ASIAN-OCEANIAN COMPUTING INDUSTRY ORGANIZATION 
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Box 2.4

India and Sri Lanka entered into a Comprehensive Economic Partnership Agreement. The Federation of 

Chambers of Commerce and Industry of Sri Lanka has signed a memorandum of understanding (MoU) 

with the Federation of Andhra Pradesh Chambers of Commerce and Industry. 

The MoU is aimed at fostering friendship and promoting trade, investment, human resource 

development, technical and scientific cooperation, and other spheres of economic activity. The MoU is 

designed to deepen commitments embodied in the Indo-Sri Lanka Free Trade Agreement signed in 

2000.

The free trade agreement has accelerated the development of economic cooperation and growing 

mutual trade; the parties expect bilateral trade of US$5 billion by 2010.

Source: Government of Sri Lanka 2008.

EXAMPLE – COMPREHENSIVE ECONOMIC PARTNERSHIP AGREEMENT 

(SRI LANKA AND INDIA)

Appendix G offers a proposed charter for the regional body. 

Collaborative Initiatives

In the short to medium term, the main drivers for collaboration will likely be economic gain and leveraging 

the geographical proximity of the countries in the region. Thus the proposed initiatives also center on these 

aspects. The proposed initiatives fall into four broad categories: 

? Talent development

?• Investment promotion 

?• Regional policy development 

?• Infrastructure sharing and development initiatives 

Specific initiatives under each of these categories are described below.

Talent Development

The availability of employable talent is a key factor for the development and growth of the ITES-BPO 

industry. Collaborative talent development initiatives address both training and assessment. See box 2.5 for 

an example. These types of initiatives can be undertaken in the short term because they require relatively 

little time to set up. Moreover, the benefits to the countries can be seen almost immediately. Thus, these 

initiatives should be given the highest priority. 

•
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Box 2.5 EXAMPLE – CEDEFOP: EUROPEAN CENTRE FOR THE DEVELOPMENT OF 

VOCATIONAL TRAINING

Founded in 1975, the European Centre for the Development of Vocational Training (Cedefop) is one of 

the oldest European agencies that promotes the development of vocational education and training (VET) 

in the European Union.

Cedefop is a center of expertise supporting the development of VET and provides advice on policy 

making. It also provides research, analysis, and information. It stimulates cooperation and mutual 

learning among its member states. 

Cedefop's networks allow it to keep abreast of recent developments. It works closely with the European 

Commission, governments, representatives of employers and trade unions, as well as with researchers 

and practitioners. It provides them with up-to-date information on developments, experience, and 

innovation in VET, and offers forums for policy debate. Cedefop shares its expertise through electronic 

and hard-copy publications, conferences, and working groups.

Source: http://www.cedefop.europa.eu.

Education and Training

One of the key reasons for the success of India as a location for the ITES-BPO industry is the availability of a 

large, qualified, and employable talent pool. Most of the countries under study also have a large pool of talent 

in the employable age bracket of 15–64 years. However, this talent is not readily employable, even though 

they have formal education, because of limited English and lack of computer skills. However, these 

deficiencies can be easily bridged through short-term courses. 

Education and training are suitable for collaborative efforts among the countries in the region. Leading 

Indian training institutes such as National Institute of Information Technology (NIIT), India and Aptech 

have already established their presence in the other South Asian countries. However, these operations are 

run only at a country level since Indian trainers face problems in obtaining visas for countries such as 

Pakistan and Bangladesh. This restricts the flow of knowledge and best practices between the countries. 

Policy makers can encourage this form of collaboration by either subsidizing the courses or making 

government colleges and schools available for instruction. Governments can also facilitate the process by 

easing visa restrictions so that trainers can travel freely within the region (See box 2.6 for the expected role of 

each stakeholder). 

Collaboration could also involve setting up local campuses of renowned education institutions such as Delhi 

Public School for school education or graduate institutions such as the Indian Institutes of Management or 

Lahore University of Management Sciences in Pakistan. Students can then be trained to international 

standards and increase their employability. 
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Box 2.6

ROLE OF STAKEHOLDERS

?Create an attractive policy regime and provide subsidies to encourage investment from regional 

training vendors.

Align secondary school and college curricula to requirements of the ITES-BPO industry. This could 

include courses in English and specialized courseware.

Communicate specific talent requirements—both skills and volume—to the government 

through country-level associations.

?Work with country-level associations to identify key skill gaps in the countries. 

?Identify potential partner organizations for training programs.

?Work with governments to facilitate investment in the education sector. 

?Fund relevant education and training initiatives related to ITES-BPO, such as English and IT 

familiarity courses. 

Fund country-level skill assessment studies.

Middle and Senior Management Training

With the ITES-BPO industry still in its nascent stages of development in many of the countries under study, 

there is minimal experienced talent available to take up middle management positions in the organizations. 

The problem will worsen as the industry grows, because entry-level talent needs four to five years to reach 

the middle management level. Therefore, middle management talent will have to come from other industries 

and be retrained.

Such talent would need more specialized training: quality and security certifications on the technical front, 

and people management, finance, and analytical skills on the business front. Candidates would have to 

undertake executive MBAs and management development programs to prepare themselves for their new 

roles. 

The policy makers should take active measures to ensure that universities and certification institutions from 

countries abroad can set up campuses and educational infrastructure so that the local middle management 

talent can be appropriately trained as quickly as possible (See box 2.7 for the expected role of each 

stakeholder).

Box 2.8 gives an example of how two not for profit organizations in separate countries worked 

collaboratively towards providing middle management training. 

Government

Corporations

Institutions

•

•

•

•

•

•

•

•
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NASSCOM has collaborated with the Securities Investment Institute (SII), a not-for-profit body in the 

United Kingdom, to provide middle management professional courses. 

Through this collaboration, online courses in investment operations and international investment 

administration qualification are being offered to NASSCOM member firms. In the coming year, 

NASSCOM expects to establish a stronger domestic market for capital/commodity and wealth 

management/fund management segments that have been identified as industry sectors of immediate 

interest. 

The program will enhance the financial sectors' competence in the Indian IT and BPO industry. SII will 

work with NASSCOM and provide the necessary support on future education initiatives in the financial 

services area. This will help improve employee loyalty in the companies that offers such programs and 

may address the problem of attrition to some extent.

Source: NASSCOM 2007b.

Encouraging Regional Internships and Employment

The best form of learning is on-the-job training. Hence the countries should actively encourage their talent to 

seek internships and employment in best-in-class companies in the region (See box 2.9 for the expected role of 

each stakeholder). This would allow the talent to bring back knowledge and know-how, which could then be 

imparted to the local organizations, helping them improve their capability. 

First-hand observation and training are even more critical at the middle management level. Hence, regional 

bodies and country-level associations should organize educational visits to companies in other countries in 

the South Asia region that adhere to certain standards like the People Capability Maturity Model (PCMM) 

Corporations

Institutions

Create an attractive policy regime and provide subsidies to encourage best-in-class regional 

institutes to open local branches in the countries.

Communicate specific middle management talent requirements in terms of both skills and volume 

to the government through country-level associations.

Identify world-class organizations in South Asian countries that can provide on-the-job training.

Box 2.7

ROLE OF STAKEHOLDERS

Government

Box 2.8

EXAMPLE – NASSCOM AND SII, UK

•

•

•
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levels and Six Sigma. Such first-hand observations are a necessary supplement to the theoretical knowledge 

that middle management would gain through classroom study.

One caveat: India is the leader of the ITES-BPO industry in South Asia and would offer the best on-the-job 

training and internships. While seeking employment in India is relatively easy for Bhutanese, Nepalese, and 

Sri Lankan candidates, it is not possible for citizens of other countries to work in India. 

Ease visa and migration laws to facilitate free movement of talent within the region. 

Ease repatriation of salaries within the region.

Encourage employment of capable candidates from other countries in the region. 

Encourage educational tours of facilities. This would also act as a marketing tool for the 

organization itself.

Identify global and regional organizations that are willing to employ candidates from other countries.

Work actively with the governments on easing visa and migration laws.

Common Assessment Test for ITES-BPO

Most ITES-BPO organizations across the region conduct similar tests to recruit potential candidates. Thus a 

common assessment test similar to NASSCOM's Assessment of Competence (NAC) would help the ITES-

BPO industry align to a common standard for recruitment across the region in the short run. In the longer 

term, it would help trigger downstream education/training initiatives to help increase the talent pipeline.

Such an initiative run at the regional level would help companies in all the countries involved assess their 

candidates against a common benchmark defined for the region. From the candidate's perspective, a common 

assessment test would yield a score that is valid throughout the region—making him or her employable in any 

country in the region—and would mean the candidate could avoid taking multiple tests at different organizations. 

Analysis of aggregate test scores could help to identify specific strengths and areas needing development for 

each country. Policy makers and educational institutions could use the results to tailor their courses to the 

specific needs of the industry and talent. This, in turn, would better align education and employability. 

Also, a common exam can be administered even in the Tier II and Tier III cities, allowing candidates from 

these smaller cities to compete against those from Tier I cities, removing any location bias. 

Perhaps most important, a common assessment test would allow the countries to showcase their dominance 

in certain skill areas. It could be a useful marketing tool to attract potential investors who now would have a 

regional benchmark for assessing the country's talent. 

Box 2.9

ROLE OF STAKEHOLDERS

Government

Corporations

Institutions

•

•

•

•

•

•
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Provide government-owned college and school infrastructure for the implementation of the test. 

Provide student subsidies for the test.

Link employment schemes to the output of the test, thus encouraging students to take the test.

Analyze the results of the tests to identify specific areas needing improvement.

Work actively with the country-level association to provide feedback on content of the test and the 

quality of resulting talent.

In the long run, replace internal testing procedures with the standardized common assessment test.

Play the anchor role in implementation of the assessment test through country-level organizations.

Identify global and regional organizations that are willing to employ candidates on the basis of the 

results of this test.

Subsidize the test for governments on a per-candidate basis.

Accreditation Mechanism for Training Institutions

To ensure that the quality of ITES-BPO training in the individual countries meets minimum accepted global 

standards, an accreditation mechanism should be put in place to assess the quality of the training institutions 

in the countries. 

The accreditation framework should assess institutions on the following: 

? Range of courses offered

?• Up-to-date curriculum 

?• Quality of faculty: qualifications and links to industry 

?• Teaching methodology

?• Infrastructure for both teaching and support

?• Number and quality of recruiters 

?• Organization structure: leadership and governance

?• Industry links, including internships and projects

The benchmark standards for each of these parameters should be framed by the regional body and reviewed 

periodically in consultation with industry representatives. The standards must keep up with the changing 

needs of the industry.

See box 2.11 for the expected role of each stakeholder.

•

See box 2.10 for the expected role of each stakeholder.

Box 2.10

ROLE OF STAKEHOLDERS

Government

Corporations

Institutions

•

•

•

•

•

•

•

•

•
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Work actively with the country-level association to provide feedback on parameters of the 

accreditation framework and suggest changes to align with own requirements.

Play the anchor role in implementation of the accreditation mechanism through the country-

level organizations.

Fund the creation of accreditation mechanisms. 

Assess government-run educational institutions on the basis of the accreditation framework and 

take corrective action.

Train-the-Trainer Programs

A common pool of trainers should be formed—instructors who can educate local trainers at the country level 

on best practices for quality maintenance, security and data protection, training techniques and 

methodology, and certifications in these areas. These trainers could travel from country to country, playing a 

dual role: knowledge dissemination and assessment of the local development in the ITES-BPO industry.

See box 2.12 for the expected role of each stakeholder. 

Encourage faculty from government colleges and schools to attend these trainings. 

Facilitate trainers in visa-processing formalities.

Work actively with the country-level association to provide feedback on content and quality of the 

training. 

Form a common pool of trainers and a standard course curriculum that can be imparted to trainers 

in each country.

Fund or subsidize train-the-trainer activities.

Box 2.11

ROLE OF STAKEHOLDERS

Government

Corporations

Institutions

Box 2.12

ROLE OF STAKEHOLDERS

Government

Corporations

Institutions

•

•

••

•

•

•

•

•
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Investment Promotion

Collaborative investment promotion initiatives would benefit the whole region. These could include the 

following:

Investor forums: These events would provide a common platform for ITES-BPO organizations from all 

the countries in the region to meet venture capitalists and other potential investors. Such a forum would 

showcase the capabilities of all the countries at a single event. Ideally, such forums should be held in 

politically neutral countries such as Bhutan, Nepal, and Sri Lanka so that organizations from all the 

countries in the region can attend. 

Conferences and seminars: Conducted on a periodic basis, such gatherings would allow representatives 

from various entities around the region to meet at a common forum and share their individual 

perspectives on ITES-BPO growth. These conferences should have specific themes and well-defined 

outputs. Possible conference themes are creation of common offerings that can be executed through 

multiple locations, sharing and bundling infrastructure, and setting common benchmarks of quality and 

service delivery. 

Common promotional material and brochures: The countries should collaborate on publicizing their success 

stories and creating white papers on the benefits of service delivery through the region. 

Identification of global ambassadors: Chief executives and managers of ITES-BPO companies with 

multicountry presence in the region should actively make the case for outsourcing to the region.

Box 2.13 indicates the expected role of each stakeholder in collaborative investment promotion. 

Make government infrastructure available for running promotional seminars and 

information-sharing events.

Leading companies in a particular sector should nominate representatives to act as regional 

ambassadors. 

Drive marketing and promotional campaigns. 

Conduct conferences for ITES-BPO professionals from the region as well as globally.

Identify regional ambassadors and business development agents.

Fund promotional activities.

Box 2.13
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Clusters grow best when there is active collaboration at a business-to-business level. Since the primary driver 

for such collaboration is economic, businesses tend to find solutions to roadblocks quicker than other 

stakeholders such as the government.

Working together for investment promotion would also lead to closer ties among outsourcers from different 

countries. Collaboration would also lower promotional expenditures when compared with running 

individual events at a country level.

The formats for enabling business-to-business linkage are described in the following sections. 

Joint Ventures

Our study shows that many IT and ITES-BPO organizations in the individual countries reach out to larger 

companies such as Microsoft or Oracle to seek partnership opportunities with organizations in the other 

countries of the region doing similar or complementary work. However, many organizations also cited an 

inability to find relevant or up-to-date information regarding potential partners. The regional body could 

facilitate cross-border contact and dialogue between organizations in similar spheres of work (See box 2.14 

for the expected role of each stakeholder). 

This would also allow larger players in India, for example, to seek out potential partners in the neighboring 

countries—a more cost-effective way to find venture partners for both Indian organizations and the 

organizations in the six study countries. 

Not applicable.

Contribute to the collaborations opportunities survey and use output to seek partners in other 

countries in the region.

Facilitate contact and dialogue between organizations in similar spheres of work.

Replicate successful models of socially oriented ITES-BPO ideas such as rural BPOs.

Attracting Investment

Individual businesses can invest directly in another country, either by starting a new business in that country 

or by investing in an existing company. 

The following list captures potential opportunities for collaborative investment:

Direct investment in a company: This is the most common approach of venture capitalists and corporations 

wanting to expand into a region. Reasons to expand may include targeting new geographic areas, adding 

Box 2.14
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specialized services to the current portfolio, and expanding the skill base. Countries should actively 

attract this type of investment from Indian venture capitalists through a favorable policy regime that 

allows free flow of funds in and out of the country. 

Setting up captive centers: This is a route often followed by large multinationals wanting to test the local 

markets. It allows the parent company to phase out the processes it is transferring while controlling 

quality and cost of delivery. 

In recent times, large Indian corporations have been setting up BPOs in Tier III and IV cities (Economic Times 

2008a; Hindu 2007; Hindu Business Line 2008). These are not run as corporate social responsibility projects. 

The expense of setting up businesses in larger cities and towns has driven organizations to go further inland. 

Rather than displace students and bring them into already overcrowded cities, the companies prefer to take 

jobs to the students. 

Governments in the region should offer economic and other incentives to such Indian companies and 

regional MNCs to attract them to set up captive local operations in their cities, which may have similar cost 

advantages as the Tier III and IV Indian cities, and perhaps better-educated talent (See box 2.15 for the 

expected role of each stakeholder). The incentives could be in the form of subsidized bandwidth and power, 

tax preferences, access to government infrastructure for running operations, swift regulatory clearances, and 

so forth. For these kinds of initiatives to be successful, however, repatriation of funds to the host country of 

the corporation must be possible. 

Attracting Subcontracted Work

In this kind of collaboration, the companies in the host country execute work that has been outsourced to 

them from another country. This work could be part of a larger project that the outsourcing company is 

executing or could be a single process that the foreign company has outsourced to the local company (See box 

2.16 for the expected role of each stakeholder). Possibilities of this form of collaboration include the following:

Box 2.15
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Create a favorable policy regime that allows free flow of funds in and out of the country to attract 

venture capitalists and other global investors.

Provide fiscal and nonfiscal incentives for regional infrastructure development.

Seek opportunities for direct investments in regional companies.

Set up green-field projects and captive centers.

Act as the bridge between potential investors and governments with a special emphasis 

on helping regional players and investment firms expand into other countries.
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Downstream work: One of the key concerns for the organizations in the countries studied is market and 

opportunity identification. In many cases, potential clients already have standing contracts with an 

Indian firm; hence, smaller firms from the other countries lack an entry point. 

• All efforts should be made to develop a specific marketing plan for the countries individually. But 

the companies should explore partnerships with larger Indian players to execute downstream 

work. 

• This would reduce business development costs for smaller companies and allow them to display  

the range of work they do. It also would give the smaller firms an opportunity to deliver to world-

class standards and expose them to best practices of quality and service delivery. This knowledge 

transfer would help the firms improve their output.

• Subcontracting from Indian companies is already happening in some of the countries under 

study, but significant  untapped potential remains for the South Asian countries.

Multilocation delivery: Companies may explore the model of multilocation delivery: a single firm that 

obtains a contract to execute multiple processes of a client subcontracts these processes to firms in 

different countries and locations, taking advantage of the specific competencies that the locations may 

offer in terms of talent, cost of delivery, and so forth. As 

• This matches the global trend of organizations Offshoring different functional processes to 

different locations. For example, a client may run financial processes out of Sri Lanka, a data 

center out of Bhutan, a call center out of Nepal, and have the overall project management 

controlled by an organization in India. This reduces the need for the client to scout for individual 

companies to outsource to. It also mitigates risk because it is unlikely that all locations would be 

affected at the same time. It also allows the countries to specialize in certain areas, which is 

especially important for the smaller countries. 

Outsourcing particular processes: Countries should leverage particular skill areas and strengths to attract 

work from other countries in the region. This collaboration—a company from one country outsourcing 

work to a company from another country—allows the host to deliver better work and at reduced risk.

Box 2.16
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Not applicable.

Identify opportunities to subcontract work to regional companies. 

Facilitate contact and dialogue between organizations in similar spheres of work.

Identify opportunities for regional MNCs to outsource specific processes to another country 

depending upon the individual country competencies.
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Regional Policy Development Initiatives

Macro initiatives are likely to take longer to implement as most of these actions require government 

interventions. Also, it might take a few years before the economic gains from collaboration overshadow the 

cross-border tensions between some of the countries of the region.

However, while some of these initiatives may take longer to roll out, their effect is far more pronounced and 

lasting. Governments can effect macro-level changes through appropriate policy interventions. In the long 

term, governments of the countries in the South Asia region need to develop policies and procedures that 

address a common goal—developing the region as an outsourcing/Offshoring hub. 

Following are a few initiatives that can be taken at the policy level. 

Setting Regional Standards 

One of the areas of concern, especially for the smaller countries of the region, is access to key markets and the 

promotion of individual capabilities of the nations. There is also a need to promote the region as a single 

entity that can service a range of clients and different processes, while internally dividing the work among 

themselves according to individual competencies. 

For customers to view South Asia as a region for ITES-BPO services, it is important to have a common set of 

standards across the countries so that the external customers are assured of similar quality and delivery, no 

matter which country in the region they are outsourcing to. Standardization could be achieved through 

earning desirable certifications, such as the Customer Operations Performance Center (COPC), PCMM, lean 

Six Sigma, ISO 27001, and BS 7799 (see table 2.3).

Regional standards, norms, and guidelines in line with global standards for data protection should be 

created (See box 2.17 for the expected role of each stakeholder). For intellectual property, patents could be 

provided and protected at a regional level.

Table 2.3

Certifications in the ITES-BPO Industry

COPC

PCMM

Lean Six Sigma

ISO 27001

BS 7799

Serves as a benchmark for buyers of call center services 

Focuses on continuously improving the management and development of the 

human assets of an organization

An aggressive method for breakthrough improvement in speed, quality, and cost (QI 

Macros 2007)

An information security management system standard published by the International 

Organization for Standardization (ISO)

Another standard for information security management 

Certification Purpose
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Provide patents for intellectual property and protect them at a regional level.

Adhere to common regional standards once accepted. 

Enforce and encourage the acceptance of regional standards across all ITES-BPO organizations that 

are members of the association or body.

Easing Visa and Migration Laws

The current labor laws in most of the countries in South Asia—Bangladesh, India, and Pakistan, for 

example—do not permit intercountry movement of labor. The ITES-BPO industry in particular would 

benefit if labor were allowed to migrate between countries for work purposes. It would also help reduce the 

shortage of skilled and semiskilled labor and the consequent wage inflation. 

The governments could introduce an IT visa that would allow the migration of workers for a stipulated 

period of time (See box 2.18 for the expected role of each stakeholder). However, given the existing state of 

bilateral relations between some of the countries, this initiative may take time to enact. However, between 

countries that do not have bilateral issues, this initiative could be implemented in the short to medium term.

Introduce an IT visa that allows free movement of IT and ITES-BPO professionals within the region.

Not applicable.

Fund a study on how industry-specific visas are implemented in other regions in the world.

Financial Incentives

Special incentives could be given to foreign investors to attract and promote investment in the regional ITES-

BPO industry. Additional incentives could also be provided to encourage existing regional companies to 

expand their operations in the region (See box 2.19 for the expected role of each stakeholder).

Box 2.17
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Box 2.19

ROLE OF STAKEHOLDERS

Government
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Also, special incentives could target regional and global training firms and institutions for setting up 

operations in the region and providing specialized courses for talent development for this industry.

Fiscal incentives in the form of tax holidays and exemptions from duties for import of hardware and 

equipment could also be provided. Easy regulations for investment clearance, funds remittance, and land 

allocation could also spur ITES-BPO growth.

Provide fiscal incentives in the form of tax holidays and exemptions from duties for import of 

hardware and equipment. 

Ease regulations for investment clearance, funds remittance, and land.

Not applicable.

Convey the needs of ITES-BPO organizations and investors to the government.

Infrastructure Sharing and Development Initiatives

The physical proximity of the countries presents an opportunity for the countries to share infrastructure. This 

is a business opportunity for infrastructure development companies as well as countries with surplus 

infrastructure (power, telecom, and so forth). However, it would require buy-in from all stakeholders, 

especially governments, to implement such initiatives.

Green-Field Infrastructure Projects by Regional MNCs

Governments can support infrastructure development by providing land or other resources to the developer 

at a subsidized rate or offering monetary or nonmonetary incentives. Real estate infrastructure development 

for the ITES-BPO industry—including office space and residential housing—is one area that countries can 

consider when seeking to invite investment. The government can also provide power and telecom 

connectivity. It can guarantee a certain return for investors by renting space in their built facilities. 

Joint development of world-class infrastructure facilities to house ITES-BPO companies should be made by 

the South Asia region as a whole. This could be carried out on a public-private-partnership (PPP) model. 

Moreover, Indian companies' expertise could be leveraged for development of technology parks.

Special incentives could persuade global/regional business space providers to develop IT spaces in South 

Asia. Governments should ease their regulations for international telecommunications, power, and other 

companies to set up business in the South Asia region (See box 2.20 for the expected role of each stakeholder).

•

•
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The geographical proximity of the countries could allow sharing of power, telecom, and connectivity. For 

example, Bhutan should connect to Indian terrestrial networks using alternative routes to improve the 

reliability of its telecom links for the ITES industry. Similarly, Bangladesh needs to access Indian terrestrial 

networks in addition to its access to undersea cables. 

Although individual companies have attempted infrastructure sharing as a commercial venture, the 

prevailing tensions between three of the region's largest countries have prevented any large-scale projects 

from taking off. 

However, even at the commercial level, there could be agreements such as bundling of bandwidth used by all 

the countries so that better terms can be negotiated with the seller of international bandwidth. Similarly, 

countries with surplus power could sell it to neighbors. 

Policies and laws allowing such sharing should be enacted—with adequate safeguards to mutually assure the 

sharing parties in case of default.

Ease regulations for international telecommunications, power, and other companies to set up 

business in the South Asia region. 

Create adequate policy and regulatory safeguards to mutually assure the sharing parties in case of 

default.

Not applicable.

Identify potential areas for bundling of infrastructure so that better rates may be negotiated by 

the region as a whole from external suppliers.

Development of Airline Connectivity between Main Centers of ITES-BPO

Countries should explore the possibility of linking major regional ITES-BPO hubs through convenient flight 

connections. For example, while there are direct flights between Bangalore and Colombo, there are no direct 

flights between Bangalore and Dhaka or Bangalore and Kathmandu. 

It is much easier for visiting company executives if convenient flights are available connecting business 

locations. Each of the countries in the region should look at the existing airline routes and consider changes 

that would enhance the development of ITES-BPO business.

Box 2.20
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Sharing and Building Incubation Center Infrastructure 

New ITES-BPO companies need incubation in the beginning because the key input is not heavy capital 

outlay, but appropriate knowledge and know-how. The regional body, through the country-level 

associations, should foster entrepreneurship by supporting new businesses in the following areas:

? Business planning

?• R&D assistance

?• Capital management

?• Funds acquisition (by facilitating access to venture capitalist and angel investors)

?• Commercialization strategies

?• Marketing assistance

?• Intellectual property management

?• Technology transfer

The prominent educational institutions from all of the countries in the region should set up a regional 

entrepreneurship cell with the help of the regional body (See box 2.21 for the expected role of each 

stakeholder).  This cell can serve as the incubation center for entrepreneurial ideas that could drive cross-

country collaboration.

Box 2.22 gives an example of the incubator support centre set up by InfoDev to promote innovation and 

entrepreneurship. 

•

Make existing incubator infrastructure under government control available for regional use at a fee.

Facilitate movement of personnel engaged in activities such as reviewing business plans through 

easing of visa laws. 

Nominate panel members for evaluation of business plans.

Mentor fledgling companies and offer technical assistance.

Make funding available for start-ups by taking equity in lieu of funds.

Identify mechanisms for evaluation of business plans.

Share existing incubator infrastructure for regional use.

Box 2.21
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Box 2.22

EXAMPLE – IDISC

The infoDev Incubator Support Center (iDISC) is a result of infoDev's Incubator Initiative, which was 

started in 2002 to support organizations in the promotion of ICT-enabled innovation and 

entrepreneurship, especially in developing countries. iDISC builds on previous research and work done 

by ANPROTEC, the Brazilian Association of Promoters of Innovative Ventures, with support from 

InfoDev and SEBRAE, the Brazilian Support Service for Micro and Small Enterprises. 

Since 2002, infoDev has provided grants and technical assistance to more than 70 incubators worldwide. 

One of the key benefits to many of the incubators is the opportunity to connect with other similar 

organizations around the world to exchange ideas and lessons and create partnerships across national 

boundaries. This has been done through regional and international conferences. infoDev provides iDISC 

with a virtual networking and knowledge-sharing platform for business development organizations 

leveraging ICT to facilitate entrepreneurship and new business creation in the developing world.

infoDev supports a growing network of more than 130 business incubators in more than 70 countries 

that assist more than 8,900 enterprises and more than 100,000 entrepreneurs.

Source: infoDev Incubator Support Center 2008. 

Role of India in Collaboration

One of the key opportunity areas to begin such collaboration is to address the growing demand for domestic 

outsourcing in the countries in the region. The larger countries such as Bangladesh, India, and Pakistan have 

seen rapid development of their banking and telecom sectors in recent years. Both these sectors require a high 

amount of customer service. Customer interaction services constituted more than two-thirds of the domestic 

Indian BPO market in 2006 (see figure 2.6). Finance and accounting and human resources services constituted 

13 percent and 11 percent respectively (NASSCOM 2007c).

Figure 2.6 
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The Indian domestic BPO market is expected to reach nearly US$1.57 billion in 2008 (NASSCOM 2007c), 

presenting a huge potential opportunity for the other South Asian countries. This is particularly so given the 

cost advantages of the other countries and the somewhat smaller need for English language skills for this work.

There is a dearth of employable talent for the ITES-BPO industry in India, and the average annual attrition 

rate of the industry is 28 percent (Hewitt 2007–2008). This has led to wage inflation, especially in high-growth 

sectors such as banking and telecom. The costs would further increase if the tax holiday for these companies is 

not extended by the government beyond 2009. Consequently, companies have begun tapping talent from 

Tier III cities in the interior of India to keep costs low. There is, therefore, an opportunity for other countries in 

the region to either subcontract work from the Indian companies (because of the cost differential in running 

ITES-BPO operations in the other countries) or to attract recruiters from India. Collaboration between 

outsourcers across countries would augment their capabilities and offer a broader range of services to clients 

(such as legal process outsourcing), thus allowing them to tap a larger market. 

However, to tap this market, the countries would need to work actively on their talent development 

strategies. Training of the talent pool to increase its employability is a requirement for all the countries and 

hence is a potential area for collaboration.

India has emerged as a market leader within the ITES-BPO industry, with 37 percent of the global offshore 

BPO market (NASSCOM-Everest 2008). The country is host to several large Offshoring companies, including 

GE, American Express, Barclays, Morgan Stanley, Dell, and HSBC. Additionally, several third-party service 

providers have developed significant expertise through acquisition of global certifications on process 

efficiency, quality management, and business continuity. 

In the future, the growth of India's ITES-BPO industry is expected to be driven more from attracting business 

in specific verticals such as the banking and capital markets sector and retail, rather than horizontal functions 

such as customer service or HR (NASSCOM-Everest 2008). Figure 2.7 shows the expected revenues in 2012 of 

India's BPO industry, by the different sectors.

Figure 2.7 

Indian BPO Market Opportunities, by Industry Vertical 

140.0

25.0

20.0

15.0

12.5

7.5

12.5

27.5

Manufacturing

Telecom

Technology 

Retail

2012, US$ Billion

*Other industry verticals include energy and utilities, 

media and entertainment, and pharmaceuticals and life sciences. 

Source: NASSCOM-Everest, 2008

Insurance

Travel

Others

Banking & Capital 
Markets

Regional Collaboration on ITES in South Asia 

59



As figure 2.7 shows, the largest opportunity is in the banking and capital markets sector, followed by 

insurance and manufacturing. The global economic downturn is expected to reduce the banking and 

financial services industries' outsourcing and Offshoring. However, Indian ITES-BPO companies are 

predicted to benefit from the downturn. Reports state that mid-size companies in the United States (US$1 

billion–2 billion) are using outsourcing as a means to reduce costs (BPO Watch India 2008b). Also, specific 

segments such as legal process outsourcing and HR outsourcing have been seeing growth (BPO Watch India 

2008a, 2008c). 

Three general categories of work could potentially be outsourced to India:

? Front-Office: Processes that involve a high degree of interaction with the client's customers

?• Mid-Office: Processes that require moderate levels of interaction with the client's customers 

?• Back-Office: Processes that require minimal interaction with the client's customers

As the ITES-BPO industry evolves in India, more and more front-office work is expected to be outsourced to 

the country. This is especially true in new growth sectors such as technology and telecommunications. 

Banking and capital markets as well as insurance present opportunities for growth in all three kinds of 

processes (NASSCOM-Everest 2008).

However, the rapid growth of India's industry has not been matched with an equal growth in the availability 

of employable talent in the country. As cited earlier, this has led to high attrition rates and wage inflation. 

Thus it is in the interest of both India and the neighboring South Asian countries to collaborate on the 

implementation of many of the initiatives discussed in the previous section. Other South Asian countries can 

leverage India's expertise to accelerate the pace of development of their own ITES-BPO industry, whereas 

India can benefit from the availability of lower-cost resources in both talent and infrastructure. 

Some of the areas in which India or Indian companies have already begun collaborative activities include the 

following:

Subcontracting 

With the shortage of talent and wage inflation, several Indian IT and ITES-BPO companies have 

partnered with local players in Bhutan and Nepal, where subcontracting is the prominent source of ITES-

BPO work. However, subcontracting is not as profitable for the subcontractor as direct business would 

be, and it reduces the opportunities to develop expertise. Going forward, it is important for these 

countries to promote themselves as leading investment destinations to Indian corporations through 

process improvement, talent development, and the ability to execute more complex work.

Education and training 

Indian training institutions have begun extending their operations to some of the South Asian countries. 

This is because there is a sizeable market for training, given the increased emphasis on knowledge-

intensive industries in these countries. For example, NIIT has operations in most of these countries, and 

BKOne is a partner to the Bhutan Center of Excellence.

Additionally, South Asian University (SAU), a common university for the SAARC countries, has been 

recently set up in New Delhi and is expected to hold its first academic session in 2010 (Economic Times 

•
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2008b). The university eventually will have campuses in all the SAARC countries, offering both 

undergraduate and postgraduate courses. Once fully operational, the SAU is expected to witness the free 

flow of students and faculty between the SAARC countries.

Infrastructure development 

Some of the Indian telecom and real estate infrastructure providers have recognized the business 

potential in other South Asian markets. Companies such as VSNL and DLF have begun exploring 

business opportunities in Bhutan, Sri Lanka, and other markets. The countries can gain significantly from 

the expertise of these players in developing telecom and real estate infrastructure and should actively 

recruit these providers into their countries on specific projects.

Industry-level links

NASSCOM, the representative body for India's IT and ITES-BPO industries, plays a significant role in 

knowledge sharing through provision of platforms for the emerging South Asian countries. NASSCOM 

is a member of ASOCIO and has also signed MoUs with international IT and ITES-BPO industry 

associations such as the BCS. NASSCOM is active in development and promotional efforts to grow the 

ITES-BPO industry within the South Asia region. NASSCOM facilitates visits for Indian delegations to 

these countries and vice versa. Countries such as Bhutan, Pakistan, and Sri Lanka have been sending 

delegations to attend the annual NASSCOM ITES-BPO Summit held in India.

Bilateral treaties and agreements

India is already playing a significant role in promoting development of some of the economies under 

study. For instance, India provides aid to Bangladesh, Bhutan, and Nepal. India has been the major 

foreign aid donor to all five-year economic development plans of Bhutan and is Bhutan's largest foreign 

trade partner.

The South Asian countries have signed several bilateral free trade agreements (FTAs) in addition to 

regional arrangements such as SAFTA. The countries have signed more than five bilateral FTAs in the 

past five years and several more are in the making. India has signed FTAs with Bangladesh, Nepal, and 

Sri Lanka. India signed a draft FTA with the Bay of Bengal Initiative for Multi-Sectoral Technical and 

Economic Cooperation (BIMSTEC) in February 2004; Pakistan has signed an FTA with Sri Lanka among 

others. 

There are ongoing discussions to develop South Asia into a regional textile center; similarly, efforts 

should be undertaken to collectively develop the region into an ITES-BPO hub.

Joint ventures 

As early as 2004, HSBC Electronic Data Processing – India (HDPI) set up a captive center in Sri Lanka. 

Today, this 2,500 seat captive is the largest BPO company in the country. Raman Roy, a pioneer of the 

Indian ITES-BPO industry, has recently entered into a partnership with John Keells Holdings to set up a 

US$22 million, 400 seat call center in Sri Lanka. 

In the future, India could consider several other ways to further promote regional collaboration among the 

South Asian countries. These could include the following:
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Investment promotion 

One of the key challenges for many of these countries is acquiring business. India is a recognized ITES-

BPO leader and has strong relationships with several global clients and can help bridge the gap between 

its clients and the South Asian countries under study.

Growth of business-to-business contact

As mentioned earlier, Indian companies could explore expansion opportunities by setting up bases in the 

South Asian countries, which are in some ways comparable to Tier II and III cities in India. However, the 

political climate in many of these countries is not favorable for large-scale investment. Moreover, the 

limited availability of suitable talent in many of these countries would restrict large-scale operations. In 

addition, Indian corporations would consider expanding into these locations only if the basic 

infrastructure—including health care, education, and entertainment—is in place and supported by 

favorable government policies. Therefore, these countries need to ensure that they are able to provide the 

requisite talent, infrastructure, and enabling environment better than a Tier II or Tier III Indian city to 

attract Indian ITES-BPO investment. The countries in the region that offer the lowest cost of doing 

business will have the advantage. 

Partner for talent development and operational efficiency 

A platform should be created at the regional level, with India playing a lead role, to target talent 

development and ensure operational efficiency. This platform would host a formal network of ITES-BPO 

experts who can assist with developing middle management and deployment of Six Sigma initiatives, for 

example.

India is already playing a significant role in developing and promoting the industry in many of these 

countries, and it should further its role in helping these countries develop as leading ITES-BPO 

destinations. India would also gain through some of these initiatives—for example, reduced telecom 

costs and the ability to tap the education and training space within the South Asia region. The countries 

under study would benefit significantly by leveraging India's expertise in various spheres within the 

ITES-BPO industry.

Development of infrastructure

A number of IT parks in India have been established by leading developers like Ascendas, Rahejas, and 

DLF. These developers have excellent relationships with tenant companies. If other countries in the 

region could attract these developers to establish similar facilities in their locations, the developers could 

be instrumental in persuading their Indian ITES-BPO tenants to expand into the new locations. 

Designing a roadmap for development of the ITES-BPO industry in the region is somewhat complicated by 

the fact that the various countries in the region are in different stages of evolution. Thus while Pakistan and Sri 

Lanka have a fair presence in the industry and are increasingly being considered outsourcing centers in their 

own right, the industry is just taking off in the other four countries. Thus the path of development toward the 

common goal of developing the region as a whole as an ITES-BPO hub would differ for each country.

Timelines and Roadmap
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This is not to say that collaboration should be a second priority for the countries. As explored in earlier 

sections, the benefits of collaboration at a regional level are immense. However, it is perhaps important to see 

how some of the key initiatives— especially in talent development, business-to-business contact, and 

investment promotion—would benefit the countries individually. Figure 2.8 captures this. 
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As figure 2.8 suggests, the actions taken by the different countries would depend largely upon the current 

state of ITES-BPO in the country as well as the sub verticals that they choose to concentrate on. The business 

development activities carried out by the countries would also differ. Countries in which the industry is fairly 

nascent should initially seek subcontracted downstream work from Indian companies. Later, these countries 

could seek transactional process work, reaching out to consolidators in the West. On the other hand, countries 

like Pakistan and Sri Lanka are ready to bid for work directly, and therefore they should look at regions that 

India does not currently service, such as the Middle East and Far East. 

From a regional development perspective, figure 2.9 shows a four-year plan for the implementation of the 

various proposed initiatives. 

Figure 2.9

Roadmap for ITES-BPO development in South Asia
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As discussed earlier, the approach followed in the above roadmap is primarily driven by business growth, 

which in turn is expected to drive closer relations between governments. However, for customers to view 

South Asia as a single entity, a certain level of standardization must be achieved in terms of the quality of 

service delivered, talent capability, and overall client experience. The phasing out of the initiatives reflects 

this thought. 

The benefits that the countries can reap from collaboration are immense. For example, the ITES-BPO industry 

can provide employment to a large number of people who lack a graduate degree who otherwise may not be 

able to find good jobs. However, a few factors could derail the collaboration process.

Nationalism: For collaboration to be successful, countries of the South Asia region need to stop seeing 

each other as competitors. Also, most view India's foreign policies as overbearing and somewhat 

unilateral. To foster collaboration, the countries should work together to project to the outside world the 

unity and strength of a single entity. 

Law and order and political stability: Most MNCs in our survey cited political instability or the perception of 

lacking law and order in the country as the only reason for not setting up a center in four of the countries 

under study: Bangladesh, Nepal, Pakistan, and Sri Lanka. The MNCs believed that these countries had 

the talent and infrastructure development necessary, but that these did not outweigh the risks. On the 

other hand, there have been recent political changes in all four countries, and thus there is an opportunity 

to make lasting changes. However, the countries would still have to make sustained efforts to tackle 

negative impressions that deter investment. 

Myopic vision: The benefits of collaboration can be accrued only over time. Short-sightedness might lead 

the countries to believe that only higher-end KPO or IT sectors are worth pursuing as these processes 

earn organizations higher revenues per employee. The countries must conduct an analysis to understand 

the costs of such a narrow focus: the smaller customer base and training talent to meet the demands of 

these sectors. There is also an opportunity cost: the chance to create a large number of jobs. On the other 

hand, short-sightedness might drive the countries to concentrate only on reducing costs or competing 

based on lower costs. 

Cost can remain a unique selling proposition only for a limited time. The European Union saw a loss of jobs 

from its lower-cost locations it to China, which offered even lower labor and resource costs. Thus, the 

countries must tread the middle path: identifying niche segments and then refining their offer so that cost no 

longer is the driver for outsourcing. 

These aspects must be kept in mind not only at the country and governmental level, but also by the regional 

forum, which would play the anchor in most of the regional collaborative initiatives. 

In the longer run, it is hoped that economic benefit overcomes regional boundaries and that the South Asia 

region truly becomes the ITES-BPO hub for the entire world.

Areas of Concern

Conclusion 
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Appendices





Appendix A – Study Methodology

The study was conducted in four phases, shown in figure A.1. The following section contains details on the 

set of activities conducted in each phase and the methodology adopted during the course of the study.

Identification of Parameters for Evaluation

Research and Data Collection

This step involved developing an understanding of the ITES industry in each of the six countries in the study. 

The evaluation focused on the factors driving the requirements for a location assessment. The members of 

the project team, including outside consultants, reviewed the current status of the ITES-BPO industry in each 

of the countries. Identification of the important parameters led to a framework for assessing the six countries. 

This exercise involved research and data collection on the defined assessment criteria. It included expansive 

research using both primary and secondary sources of information:

Hewitt Location Assessment Databases: These included the countries' compensation database, talent 

assessment database, and IT and ITES-BPO policy database.

Primary Research: This involved in-depth, face-to-face and telephone interactions with various 

stakeholders:

Senior government officials for IT ministries and departments, investment promotion departments, 

telecom ministries, trade ministries, and other related agencies. 

IT and ITES-BPO industry players currently operating in the major business centers of each country. 

These included prominent ITES players offering broad services as well as relatively smaller niche service 

providers.

Industry associations involved in developing the ITES industry in each country. The industry 

associations visited were mostly NASSCOM equivalents in the respective countries.

Figure A.1 
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Secondary Research: This exercise involved detailed study of public and proprietary information sources, 

including:

Government publications and databases, such as IT and ITES policies of each country, statistics, and 

publications from the ministries and departments

External proprietary databases, such as NASSCOM, Everest, and KPMG. 

Other reports and publications by industry experts.

The data and information collected from primary and secondary sources was standardized to enable 

assessment of the countries. From the data collected, select parameters were scored based on their 

importance and business impact. The individual data elements, factors, and drivers were rated on a scale of 

1–5, with a score of 5 assigned to the most favorable response and other countries given a relative score on the 

basis of their individual response in comparison the most favorable response. The final country assessment 

scores were calculated based on the relative weights assigned at the parameter, factor, and driver levels. 

The analysis and findings on the assessment of each of the countries studied in this project have been 

presented in the country profiling and comparative assessment sections of this report. Also, the findings and 

the viewpoints of interviewees have been used to formulate the regional collaboration strategy and the 

regional policy module of this study.

Synthesis and Analysis

Presentation of Findings
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Hewitt's Location Assessment Methodology

The Hewitt Location Assessment Model focuses on five critical drivers that impact a location's attractiveness 

from an IT and ITES-BPO investment perspective. The five drivers are talent, infrastructure, environment, 

clusters, and incumbents. Each of the five drivers is further divided into factors and elements to analyze each 

aspect comprehensively.

The model has been customized to the context of this study. Figure B.1 outlines the key drivers and factors 

that were considered for assessment of the six South Asian countries included in the report. 

For the purpose of this study, the incumbents driver was excluded from the model because there was no 

consistent information available across all locations, given the varying stages of development of the IT and 

ITES-BPO industry in these countries. A detailed description of the location drivers and factors is provided 

below. 

Talent

The services industry and, in particular, the ITES-BPO industry are highly people intensive. As a result, the 

availability of skilled talent plays a critical role in determining the success of the ITES-BPO industry. India 

 

Figure B.1 
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has established itself as a leading outsourcing destination primarily because of its abundant, cost-effective, 

skilled talent pool. The factors considered under the talent driver are as follows:

? Talent availability

? Talent quality

? Talent cost

Infrastructure

Reliable, quality infrastructure is essential for development of the ITES-BPO industry. The industry is heavily 

reliant on the availability of suitable real estate facilities, real-time connectivity, and power. Other enabling 

factors such as air transport infrastructure are also important. For the purpose of this study, the factors 

considered under the infrastructure driver are as follows:

? Real estate

? Telecommunications

? Power

? Connectivity

Environment

Businesses operate in social, technological, economic, and political environments, and therefore it becomes 

pertinent to study the overall environment in the countries under consideration. The factors considered 

under the environment driver are as follows:

? Macroeconomic environment

? Business environment

? Geopolitical environment

Clusters

The evolution and the current maturity level of the ITES-BPO industry suggests the degree of success of the 

enabling factors, including talent, infrastructure, and business environment in developing the industry on 

the whole in a particular country. Countries that have developed as mature ITES-BPO locations often offer the 

best combination of enabling factors, providing a relatively more conducive ecosystem for businesses to 

operate in, thereby attracting investments into the country for the ITES-BPO industry. Key elements 

considered within the cluster driver include the following:

? Local availability of specialized research and training services

? Availability of venture capital

? Prominence of industry associations

The data points used for the evaluation of countries are presented in Table B.1. 

•

•

•

•

•

•

•

•

•

•

•

•

•
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Table B.1

ITES-BPO Drivers, Factors, and Elements in South Asia Region
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Policy Assessment Framework

The key policy initiatives are highlighted for each of the four drivers and discussed in greater detail in the 

following pages.

Talent

Education and Training

? Creation of a national government fund for talent and skills development

? Introduction of basic IT courses in primary/secondary education and specialized courses in colleges 

in line with ITES-BPO industry needs

? Introduction of English as a mandatory medium of education or as a primary subject, combined with 

efforts promoting spoken English from primary school onward

? Provision of IT-related equipment (computers, software) for free or at subsidized rates to 

educational institutions

? Development of a national accreditation board to ensure standardized IT-related curriculum

? Development of national assessment and certification standard for ITES-BPO industry

? Provision of incentives such as lower land-acquisition costs and initial set-up subsidies to institutes 

offering ITES-BPO–specific training

? Provision of training subsidies for students and employees undergoing ITES-BPO–specific training

? Provision by the government to ITES-BPO companies of space and IT-related equipment for training

? Enabling of IT awareness through provision of free or public-use Internet kiosks, thereby reducing 

the urban-rural divide 

Infrastructure

Real Estate, Economic Zones, and Technology Parks

? Identification of areas for creation of economic zones that can be developed on a public-private-

partnership (PPP) model, with the government providing the necessary space and the private 

players developing and maintaining it 

? Development of technology parks with ready-to-occupy office facilities

? Provision of incentives, including land allotment and rebates on tax and land acquisition prices, to 

ITES-BPO players and infrastructure service providers located outside of economic zones and tech 

parks

? Establishment of ICT incubator facilities providing necessary support infrastructure and advisory 

services to ITES-BPO start-ups

•

•

•

•

•

•

 •

•

•

•
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Telecommunications

? Development of high-speed, world-class telecommunication links through multiple telecom service 

providers

? Provision of high-speed Internet connectivity throughout the country by encouraging both domestic 

and international players to provide adequate bandwidth and redundancy

? Ensured minimum service level agreements (SLAs) and regulation of prices in line with prevailing 

international prices

Power

? Ensured augmentation of the existing power infrastructure, if required, for provision of 

uninterrupted power supply

Exemption from statutory power cuts or load shedding for ITES-BPO establishments

Connectivity

? Development of adequate infrastructure for both domestic and international air transportation

? Provision of good road networks and public transportation facilities with adequate capacity and 

frequency

? Assurance that all ITES-BPO establishments comply with relevant security measures for 

transportation provided to employees working on different shifts, particularly for women 

employees 

Environment

Industry and Labor Law Provisions

? Classification of ITES-BPO industry as “essential or public utility services,” enabling 24×7×365 

operations for ITES-BPO companies 

? Ensured flexibility of both weekly and national holidays for ITES-BPO employees, in compliance 

with labor laws

Provision for women employees to work on night shifts and ensuring their safety

? Simplified procedures relating to hiring and dismissal of ITES-BPO industry employees

? Relaxation of laws relating to labor unions for the ITES-BPO industry

? Relaxation of specific labor laws and regulations, including allowance for self-certification under the 

Employees Provident Fund Act, Payment of Bonus Act, and others

Fiscal Incentives (including allowances and reductions on direct or indirect taxation and subsidies offered to 

organizations and institutions)

? Provision of tax holidays for a specific number of years and exemption or rebate on other taxes, 

including property tax 

? Provision of subsidies on interest on loans for initial set up of ITES-BPO operations 

•

•

•

•

•

•

•

•

•
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? Provision of subsidies on fixed capital investments and duty-free import of capital equipment

? Provision for accelerated depreciation rate allowance for tax saving

Nonfiscal Incentives (including all incentives that aim at providing a favorable business environment to 

organizations and institutions without impacting the tax liabilities of the companies)

? Development of a “single window” serving as an interface for ITES-BPO investment-related queries 

and transactions and initial set-up procedures 

? Improved efficiency through ease of procedures and availability of loans

? Reduced turnaround time for clearance of business proposals envisaging large-scale employment 

within a specified time frame

? Expedited processing of visas and work permits for ITES-BPO industry personnel

Intellectual Property Protection

? Ensured ease of process and procedures for patent filing and registration

? Development of appropriate laws and measures penalizing infringement of patents and other 

intellectual property instruments

Data Security

? Adoption of globally recognized security and data protection standards for the ITES-BPO industry

? Creation of awareness among industry professionals and other stakeholders about security and 

privacy issues

? Regular monitoring and improvement of data protection and security programs

Clusters

Social Infrastructure

Development of social infrastructure in economic zones identified for development of ITES-BPO 

industry

•

•

•

•

•

•
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International Best Practices

Leading ITES-BPO destinations in India such as Andhra Pradesh and Karnataka have undertaken 

several training initiatives and provide for specific labor law regulations.

National Level

? Introduction of National Assessment of Competence, a national assessment and certification 

program: In Rajasthan, 2,500 students have taken the test; with the successful rollout, the test is now 

planned to be taken to Tier II and III cities as well.

Source: NASSCOM 2006.

Indian State: Karnataka

? Government involved in upgrading existing IT labs and setting up 500 more labs and training 

facilities throughout the state.

? Established the Board for IT Education Standards to enhance the education standards in IT and 

ITES-BPO industry.

? The state is referred to as the “Silicon State of India,” and Bangalore is often referred to as the “IT 

Capital of India.”

Source: Karnataka Udyog Mitra 2002

Indian State: Andhra Pradesh 

? Plan to train manpower in English as well as in soft and domain-specific skills. Target to train 200,000 

to 300,000 students by 2010.

? Set up a “virtual institute” for ITES training, headed by the chairman of the Andhra Pradesh State 

Council for Higher Education: advisory board to have representatives from both academia and 

industry.

Source: Government of Andhra Pradesh 2002

The South African Government offers incentives for talent and skills development.

? The Skills Development Act provides for the creation of a National Skills Fund to support skills-

development initiatives. 

? Skills Support Program offers incentives of up to US$840,000 over five years for a 1,000 seat center.

? Some of the global companies that have set up in South Africa include IBM, Lufthansa, Virgin, and 

Avis.

Sources: Association of Collective Investments 2006; Department of Trade and Industry, South Africa 2007.

•

•

•

•

•

•

•

•

EXAMPLES – TALENT DRIVER – INTERNATIONAL BEST PRACTICES

Box B.1
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Box B.2

EXAMPLES – INFRASTRUCTURE DRIVER – INTERNATIONAL BEST PRACTICES

The Indian Government has undertaken several initiatives for infrastructure development.

National Level

? Liberalization of the telecom industry beginning mid-1990s, allowing entry of private players, which 

improved quality, connectivity, and prices.

? Established Software Technology Parks of India in 1991 and enacted the Special Economic Zone (SEZ) 

Act in 2005.

? India has 28 developed SEZs and has approved 148 ITES SEZs for development. India is widely 

recognized as a favorable location on account of telecom costs.

Sources: Government of India, Ministry of Commerce & Industry 2007; Software Technology Parks of India 2006.

Indian State: Karnataka

? Every city has a development authority to ensure infrastructure development; development has taken 

place beyond Bangalore in areas such as Hubli, Mysore, and Hassan. 

? Planned development of an IT corridor project for development of knowledge-based industries.

? The entire state is networked via optic fiber cables by both public and private telecom companies. The 

public telecom service provider offers substantial redundancy in international bandwidth circuits.

? Planned privatization of distribution of power.

Source: Karnataka Udyog Mitra, 2002.

Indian State: Andhra Pradesh

? Facilitate creation of high quality ITES office space by real estate developers beyond Hyderabad in 

Vijaywada, Visakhapatnam, Warangal, and other areas.

? Ensure presence of multiple telecom providers offering high-speed links with redundancy; SLAs to be 

adopted with incentives for meeting the SLAs.

? Right of way for laying optic fiber along highways and other roads, free of license fees.

? Provision of uninterrupted power and exemption from statutory cuts; development of city 

infrastructure, including social infrastructure.

? Hyderabad was rated as India's best ITES destination in 2002 by a NASSCOM survey (NASSCOM 2002).

Source: Government of Andhra Pradesh 2002.

The Philippines government has been focusing on providing adequate infrastructure to ITES-BPO 

companies.

? Establishment of the Philippine Economic Zone Authority (PEZA), a government corporation created 

by the Special Economic Zone Act of 1995.

? Offers ready-to-occupy, environmentally friendly office space with aggressive incentives for IT and 

ITES-BPO foreign investors.

? Deregulation of the telecommunications industry in the early 1990s led to increased competition in the 

industry.

Source: Philippine Economic Zone Authority 2008.

•

•

•

•

•

•

•

•

•

•

•

•

•
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Box B.3

EXAMPLES – ENVIRONMENT DRIVER – INTERNATIONAL BEST PRACTICES

Several state governments of India have taken steps to create a conducive environment.

Karnataka removed barriers such as prohibiting employment of women at night and established flexible 

working hours and mandatory days off through amendments to the relevant laws.

Andhra Pradesh amended the AP Shops and Establishments Act to themed the needs of ITES companies; 

reduced procedures involved in retrenching employees.

Sources: Karnataka Udyog Mitra 2002; Government of Andhra Pradesh 2002.

The Philippines government offers several fiscal and nonfiscal incentives, including the following:

? An incentive package through PEZA, including an income tax holiday of six to eight years, a 5 percent 

marginal tax rate thereafter, and duty-free importation of capital equipment.

?• Expedited visas and permits for key personnel.

?• Ongoing programs for benchmarking and continuous review of incentive packages for ITES-BPO 

investments.

?• The Philippines was named the Best Outsourcing Destination in 2007 by the National Outsourcing 

Association of the United Kingdom.

Source: Business Processing Association Philippines 2008.

The Hungarian and Polish governments provide various incentives for ITES-BPO companies.

Hungary – Cash subsidies and development tax allowance wherein 80 percent of corporate income tax 

(currently at 16 percent) can be deducted for up to 10 years based on specific criteria.

Poland – For companies located in SEZs, incentives such as tax exemption, free assistance in dealing with 

formalities in connection with the investment, and exemption from property tax depending on specific 

criteria.

Sources: ITD, Hungary 2008; Polish Information and Foreign Investment Agency 2008.

The Egyptian government has introduced several incentives to achieve an ambitious revenue goal: to 

claim US$1.1 billion of the global outsourcing market by 2010. 

?• In December 2004, the Government amended the Investment Law, introducing the General Authority 

for Investment and Economic Zones (GAFI) as the single window for project approvals. GAFI helped 

reduce the time for establishing a company from four months to three days.

?• The government also introduced a unified tax law, increasing the transparency of the Egyptian tax 

system and reducing both corporate and personal tax by 50 percent.

?• Egypt has been ranked higher than prominent Eastern European outsourcing locations such as the 

Czech Republic by the AT Kearney 2007 Global Services Location Index. Global companies such as 

Cisco, Google, IBM, Microsoft, and Oracle have already set up operations in the country.

Source: Yankee Group 2007.

•
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The South African government recognizes data privacy and the protection of intellectual property.

? The Protection of Personal Information bill covering data privacy is nearly complete and ready for 

dissemination. It is aligned with the EU Data Protection Directive.

?• The Intellectual Property Laws Amendment Act aligns South Africa with the Agreement on Trade-

Related Aspects of Intellectual Property Rights (TRIPS).

Source: Department of Trade and Industry, South Africa 2007. 

•

Importance of Public-Private Partnerships

Public-private partnerships play an important role in the development of enabling infrastructure and 

services for the growth of an industry. PPPs combine the massive lending and borrowing capacity of the 

government with the speed and accountability of the private sector. The government can either be a passive 

body that makes funds, subsidies, and infrastructure available to private players, or it can be active and hold 

a stake in the initiative. In the latter model, the government earns a percentage of the profit as revenue.

There are many models for the PPP (Government of Assam 2004), and their differences are

• Ownership of capital assets

• Responsibility for investment

• Assumption of risks

• Duration of contract

Whichever model is followed, the emphasis in a PPP project is on rapid implementation and high quality. 

PPPs can even take the form of bodies like the National Institute for Smart Government, which is a 

partnership between the government of India and NASSCOM that plays a key role in the implementation of 

various e-governance initiatives in India. 

PPPs can be undertaken in many areas, from the creation of real estate infrastructure to talent development. 

Some examples of PPPs undertaken by various countries and state governments are covered in box B.4. 
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Box B.4

EXAMPLES – PUBLIC-PRIVATE PARTNERSHIPS

IT parks

? HITEC (Hyderabad Information Technology Engineering Consultancy) City, Andhra Pradesh, is a 

joint venture between Larsen & Toubro (89 percent) and the Andhra Pradesh Industrial 

Infrastructure Corporation Limited (11 percent). HITEC City is a 67-acre zone expected to house 

about 75,000 IT and ITES-BPO industry professionals.

?• TIDEL Park, Tamil Nadu, a joint venture of Tamil Nadu Industrial Development Corporation and 

the Electronics Corporation of Tamil Nadu Limited, constructed by L&T in a record time of 16 

months. The park achieved 100 percent occupancy within months of its commissioning, with tenant 

MNCs such as Computer Associates, Cognizant, and EDS. Enthused by the success of TIDEL I, the 

state government is embarking on a new project, TIDEL II.

Source: Larsen & Toubro ENG 2007; AndhraPradeshlands 2008; Fabcity 2008. 

Education SEZ

?• Governments can create a special economic zone specifically for education, with favorable policies 

and economic environment for educational institution operations. 

?• The focus is primarily on bringing in high-quality educational institutions and training bodies from 

abroad. These institutions bring in world-class syllabi, teaching techniques, and assessment and 

certifications. These factors help raise the quality of education in the location and establish it as a 

learning hub.

?• This model has been followed by the Dubai Knowledge Village and is proposed in the Indian state of 

Andhra Pradesh.

Source: Dubai Knowledge Village 2004. 

Talent Development

?• Skill-development initiatives in India include establishing finishing schools and setting up new 

Indian Institutes of Information Technology, based on a PPP model.

?• The Gujarat Knowledge Society is a central body set up by the Indian state of Gujarat for overseeing 

various talent-development initiatives in the state. While the educational programs are run by 

private vendors, the Society concentrates on identifying the right set of partners for carrying out 

programs in various content areas, monitoring their progress, and conducting impact assessment. 

?• The INVITE program between Indian state governments and IBM teaches faculty and students 

open-source and open-standard-based technologies.

Source: IBM 2008. 

•
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Appendix C – Key ITES-BPO Industry Segments

Function Banking Insurance
Finance and 

Accounting

Billing query

Data verification

Check processing

Credit management

Invoice processing

General accounting

Fixed asset 

accounting

Loan processing

Mortgage processing

Telecom Health Care
Human Resources and 

Administration

Back Office/ 

Data 

Processing

Loan processing

Claims processing 

and adjudication

Application 

processing

Underwriting

Forbearance

Cashiering

Document indexing 

& verification

Accounts payable

Accounts receivable

Travel & Entertainment 

reimbursements

Payroll

Invoice processing

Account reconciliation

Fixed asset accounting

Fulfillment

Assurance

Order management

Invoice processing

Billing

Installation service 

management

Medical records

Medical transcription

Translation

Invoice processing

Health care billing and 

coding

HMO member 

management

Pre adjudication

Clinical Research 

Organizations (CRO)

Benefits administration

Time & attendance

Employee data 

management

Development & training

Leave tracking

Payroll processing

Facilities management

Customer 

Contact 

Customer support

Telemarketing

Customer support

Telemarketing

Customer support

Telemarketing

Account 

management

Customer support

Customer support

Telemarketing

Payroll support

Employee postal 

Services Collections

Sales and 

marketing

Help desk

Skip tracing

Policy renewal calls

Sales and marketing

Collections

Sales and marketing

Telemarketing

Collections

Sales channel support

Service activation

Sales and marketing

Sales and marketing support

Employee inquiries

TABLE C.1 KEY ITES-BPO INDUSTRY SEGMENTS

Sectors
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Note: The functions exclude services such as geographical information systems, animation, and graphic design.

Business 

Research 

Services

Data mining/ 

modeling

Statistical analysis

Market data 

reporting analysis

Portfolio analysis

Equity research

Financial analysis

Data mining/ 

modeling

Statistical analysis

Market data 

reporting analysis

Portfolio analysis

Data mining/ modeling

Statistical analysis

Market data reporting 

analysis

Portfolio analysis

Financial analysis

Data mining/ 

modeling

Statistical analysis

Market data 

reporting analysis

Data mining/ modeling

Statistical analysis

Pricing

Market data reporting 

analysis

Data mining/ modeling

Statistical analysis

 Market data reporting 

analysis

Tech 

Support

IT service 

management

PC support

Management of 

information systems

Network support

Services for hosted 

applications

IT service 

management

PC support

Management of 

information systems

Services for hosted 

application

Help desk

PC support

Application support

Problem resolution

Technical help desk

PC support

IT help desk support

Management of 

information systems

Network 

management

Services for hosted 

application 

IT service management

PC support

Management of 

information systems

Network support

Process flow 

management

IT service management

PC support

Management of 

information systems

Network support

Process flow 

management

Knowledge 

Services/

Analytics

Risk and credit 

ratings analysis

Portfolio and index 

analysis

Economic/industry/ 

company profiles

Market research & 

analysis

Providing policy 

illustration

Policy 

administration

Industry research

Product design and 

pricing

Market research & 

analysis

Economic/ industry/ 

company profiles

Budget & forecast

Capital planning

Market research & 

analysis

Economic/ industry/ 

company profiles

Price plans

Marketing campaigns

Patent filing

Health economics

Competitive 

intelligence

Data mining, 

sequence/structure 

analysis

Market research & 

analysis

Economic/ 

industry/company 

profiles

Market research & 

analysis

Compensation 

benchmarking 

HR audits

Legal process 

outsourcing
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Appendix D – Detailed Country Assessments

Sources: CIA 2007b; World Bank 2006.
 

Source: UNESCO 2007; author's calculation.

Location Assessment

The following sections comprise an assessment of Bangladesh on the four location assessment drivers – 

talent, infrastructure, environment and clusters. 

Talent Driver

Talent Availability

The education sector in Bangladesh has undergone many reforms since independence in 1971. There are 53 

private and 29 public universities in the country (CIA 2007b; World Bank 2006), and the secondary school 

enrollment rate is 45.6 percent (World Economic Forum 2008). However, a tertiary education enrollment rate 

Bangladesh is surrounded by India, Myanmar, and 

the Bay of Bengal. Along with the Indian state of 

West Bengal, Bangladesh makes up the entire ethno 

linguistic region of Bengal.

The population of Bangladesh grew by 2.2 percent in 

2007 and now stands at nearly 156 million, making it 

the seventh most populous country in the world (see 

table D.1). With a land area of 144,000 square 

kilometers, it is also one of the most densely 

populated countries in the world. The population is 

relatively young, with the 0–25 year age group 

accounting for 60 percent, and only 3 percent falling 

in the 65+ age group.

College enrollment is low, in part, because the 

colleges are more or less restricted to the cities. 

Furthermore, a significant number of people move 

out of the country after their secondary education, to 

places such as the Middle East and Malaysia, to 

continue their studies or seek employment (author 

interview with staff from the American International 

University, Bangladesh, Dhaka, May 2008. 

Interviewees requested to remain unnamed).

Table D.1

Key Demographics of Bangladesh

Table D.2

Talent Driver in Bangladesh

of 6.5 percent (World Economic Forum 2008) is an 

area of concern. See table D.2.

Total population (millions) 155.9

Population ages 15-64 years 

(percent of total population) 61.6%

Population ages 15-64 years (millions) 96.03

Labor force participation 

(percent of population 

ages 15-64 years) 71.9%

Total land area (sq km) 144,000

Literacy rate 43.1%

Unemployment rate 2.5%

Female participation in labor force 37.0%

Secondary school enrollment rate 45.6%

Number of secondary school

enrollments 10,354,760

Tertiary enrollment rate 6.5%

Total tertiary enrollments 911,600

Current IT-ITES workforce 5,000

Percentage of population 

speaking English 2.0%
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Beside the universities, colleges, and institutes, there are about 300 training/education centers that provide 

training on IT technology and technique (BCS 2008b). These contribute toward development of talent for the 

IT and ITES-BPO industries in Bangladesh. These centers provide a steady supply of talent to the ITES-BPO 

industry in fields such as graphic design, Web site design, engineering drawing, Web site publishing, and 

network maintenance.

The key skills of the students lie in the fields of accounting and management. A majority of students 

(approximately 50 percent) opt for accounting and management subjects after their secondary education, 30 

percent study engineering, and as low as 20 percent of students choose to pursue a career in the computer 

sciences field (author interview with staff from the American International University, Bangladesh, Dhaka, 

May 2008. Interviewees requested to remain unnamed). See figure D.1.

Despite the availability of a potential talent pool, the ITES-BPO workforce in Bangladesh currently stands at 

around 5,000 (International Trade Centre and European Union 2008b). 

 

Source: Author’s calculations

Education Split in Bangladesh 

20%

50%

30%

Accounting & 
Management

Engineering

Computer 
Sciences

Talent Quality

According to industry incumbents,  the 

employability of the prevalent talent pool in 

Bangladesh is low (between 10 and 15 percent), an 

area of concern for the ITES-BPO industry.

English language familiarity in the population is 

not high. Bangla is the language of instruction in all 

public and private schools through the higher 

secondary level. English is used for instruction only 

in colleges (International Trade Centre and 

European Union 2008b). As a result, the quality of 

English language diction and grammar is quite low 

in the upcoming talent pool.

The lack of English language familiarity means a lot of time and money must be invested to train students to 

become suitable for the ITES-BPO industry.

In addition, this lack of familiarity with the English language affects the level of IT use among the talent pool. 

Because English is the primary language of computing, using computers is quite difficult for a majority of the 

population.

Several educational institutions, in collaboration with the industry, have designed courses specific to the 

ITES-BPO industry.

Talent Cost

Bangladesh offers a significant cost advantage compared with other emerging and developed locations. The 

average annual salary for an entry-level employee in the ITES-BPO industry is about US$2,137 (International 

Trade Centre and European Union 2008a).

Figure D.1
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Sources: ITU 2007; World Bank 2006; 

               World Economic Forum 2008.

Table D.3

Infrastructure Driver in Bangladesh

Infrastructure Driver

Real Estate

At present, limited quality commercial space is 

available in the country. There are no technology 

parks or SEZs currently operating in Bangladesh. 

However, the proposed Kaliakoir Hi-Tech Park, 

which is envisioned as an integrated, ultramodern 

techno-township of 232 acres, will be situated at 

Gazipur, alongside the Dhaka-Tangail expressway 

(BCC 2007). Another ICT village is being planned at 

Mohakhali in the capital city of Dhaka as a PPP, and 

another is to be located at Khulna, a divisional city in 

the western part of the country (BCS 2008b). More ICT 

villages and SEZs are planned.

Despite the lack of commercial office space, rental 

costs are favorable. Commercial space rents are as 

low as US$1.00 per square feet per month (interview 

Telecommunications

The total bandwidth currently availability in Bangladesh is 60 Mbps (interview with Bangladesh Computer 

Samity, May 2008). This bandwidth will need to be scaled up as the country targets increased activity in the IT 

and ITES-BPO industry. Cost of the leased line is not very high, however—estimated at US$1,500 per month 

(interview with Bangladesh Computer Samity, May 2008).

The government must allow termination of voice over IP (VoIP) telephony in public switched telephone 

networks (PSTNs)—a key requirement for call center operations. See table D.3.

Power

At present the country faces a deficit of around 1,000 MW (author interview with staff from the Business 

Promotion Council–Ministry of Commerce, Dhaka, May 2008. Interviewees requested to remain unnamed). 

Also, the power supply is not reliable, with frequent outages throughout the country as a result of load 

shedding to meet rising demands. 

Connectivity

State-owned Biman Airlines and other international carriers fly regularly to and from international 

destinations in Asia, Europe, the Middle East, and North America. In addition to the main international 

airport (Zia International Airport) in Dhaka, there are two other international airports at Sylhet and 

Chittagong.

Teledensity (number of 

telephone lines per 100) 0.8

Quality of telephone infrastructure 

(scale of 1–7) 3.0

Cost of 2 Mbps leased line (USD) 

per month 1,500

Total bandwidth availability (Mbps) 60

Quality of air transport infrastructure 

(scale of 1–7) 3.0

Air transport, passengers carried 

per year 1,729,451

Air transport, registered carrier 

departures worldwide per year 7,971

with Business Promotion Council–Ministry of Commerce, May 2008).
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The road network in the country connects most parts of Bangladesh, including the remote areas.

Environment Driver

Macroeconomic Environment

Bangladesh is one of the most densely populated countries of the world. However, this also makes it a 

sizeable market—with a gross domestic product (GDP) growth rate of 7 percent (World Bank 2006) and an 

expanding middle class with increasing purchasing power. GDP at purchasing power parity (GDP/PPP) of 

Bangladesh stood at US$208.3 billion for 2007 (CIA 2007a).

The economy of Bangladesh has made rapid strides since the country's independence in 1971. Bangladesh's 

garment industry is one of the largest in the world. Bangladesh is also the fourth-largest rice producing 

country in the world.

Although the services sector generates 52 percent of the GDP, two-thirds of the population is employed in the 

agriculture sector (CIA 2007a). Economic growth is driven primarily by garment exports and remittances 

GDP per capita 

(USD, GDP/PPP) 2008,1,373.6

GDP growth 7.0%

Services as a percent of GDP 52.0%

Inflation rate 

(consumer prices, 2008) ,8.8%

Exports as a percent of GDP 19.0%

Propensity of natural disasters High

Sources: IMF 2008; UNDP 2007–08; World Bank 2006.

Business Environment

The government is introducing initiatives to create a 

more conducive business environment. One of the 

notable reforms made recently was the introduction 

of a new land registration act to improve security and 

reduce corruption in land transactions. According to 

the World Bank's Doing Business Report (2007–08), 

Bangladesh is the third easiest South Asian country 

in which to do business; the average time required to 

start a business in Bangladesh is 37 days. 

Bangladesh adopted an ICT policy in 2006. However, 

streamlined implementation of the policy has yet to 

be achieved. 

To ensure more focused efforts for the IT and ITES-BPO industry, an IT Business Promotion Council was 

formed in December 2002 under the Ministry of Commerce. This institution is expected to emerge as the 

common platform for Bangladesh Computer Samity (BCS), Bangladesh Association for Software and 

Information Services (BASIS), and the government (interview with Business Promotion Council–Ministry of 

Commerce, May 2008). BCS and BASIS are detailed later in this section.

Geopolitical Environment

The economic scenario and business environment in Bangladesh are significantly affected by the political 

changes currently under way. However, with the recent landslide win of the Awami League (in December 

2008), a party that supports closer relations with India and other neighboring countries, there is scope for the 

country to attract regional investment (Institute of Peace and Conflict Studies 2008). 

Table D.4

Environment Driver in Bangladesh
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One of the concerns for businesses establishing in Bangladesh is its vulnerable geographic location. 

Bangladesh is in the low-lying Ganges-Brahmaputra River Delta. Most parts of Bangladesh are less than 12 

meters above sea level, and the country is potentially one of the most vulnerable in the world to depletion of 

land area from a rise in sea levels. According to estimates, a one-meter rise in sea level could flood about 50 

percent of the land area and displace around 0.8 percent of the Bangladesh population (World Bank 2007a). 

However, the capital city of Dhaka, which is also one of the most prominent centers of commercial activity, is 

not affected by natural disasters such as cyclones. This is also likely to be the most prominent center for ITES-

BPO organizations, followed by Chittagong.

In addition to frequent droughts and cyclones, most parts of the country are routinely inundated during the 

summer monsoon season, which affects business operations. 

Clusters Driver

Industry Bodies and Associations

Bangladesh Association of Software and Information Services (BASIS): BASIS is the national trade body 

representing the software and IT service industry in Bangladesh. It has more than 260 members. Most of the 

revenues for the software and IT industry in Bangladesh are generated from these member companies (BASIS 

2008). 

BASIS organizes an annual event known as BASIS SoftExpo. The aim of this event is to present the 

Bangladesh ICT market potential to the local and international players in the field: service providers, foreign 

investors, development agencies, policy makers, and ICT associations.

Bangladesh Computer Samity (BCS): BCS is the national association of the ICT companies in Bangladesh. 

BCS comprises distributors, dealers, resellers of computers and allied products, computer vendors, software 

developers and exporters, Internet service providers, ICT educational institutions and training houses, ICT 

embedded services providers, and so forth. BCS has 611 members (BCS 2008a). 

Bangladesh Computer Society: This is an association of academicians in the field of computers and 

information systems (Bangladesh Computer Society 2008).

Internet Service Provider Association of Bangladesh (ISPAB): ISPAB's general purpose is to improve the 

business conditions of Internet service providers operating in Bangladesh. ISPAB addresses the common 

business interests of the association members through promotion of higher business standards and 

dissemination of technical, legal, and other information to its members (ISPAB 2008). 

The presence of multiple stakeholders has led to fragmented initiatives. This has slowed the progress of 

industry-led initiatives and deterred the overall development of the ITES-BPO industry in the country. 

Specialized Institutions

Capitalizing on the need for adequate and relevant training for the IT and ITES-BPO industry, training institutes 

like Institute of Call Center Technologies and Bangladesh Computer Training Centers have been established in 

the country. Many of the training institutions are franchisees of internationally recognized institutions.
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Venture Capital Availability

There is limited availability of venture capital in the country currently. Alternate sources of funding will 

need to be encouraged as the Bangladesh government seeks to promote development in the ITES-BPO 

industry.

Policy Assessment

Policy initiatives that have been either proposed or implemented so far by the country are highlighted below 

(BCC 2007; Ministry of Science and Information & Communication Technology, Bangladesh 2002). Key 

strengths and development areas among Bangladesh's policy initiatives are presented in graphic form in 

table D.5.

Talent Driver

Education and Training

? Promotion of ICT education at all levels of education, including schools and colleges. 

Nongovernmental organizations to be encouraged to build the necessary capacity.

•? Development of one of the three proposed science and technology universities as an ICT center of 

excellence through higher allocation of resources.

?• Establishment of multimedia institutes to produce skilled talent to exploit the growing multimedia 

market.

?• Creation of an accelerated development course to train teachers to address the English and 

mathematics education gaps.

?• Planned development of a national certification and accreditation system to ensure standard and 

quality ICT education.

?• Encouragement and support for training institutes to adopt internationally accepted standards in 

training programs.

?• Encouragement of private sector participation in setting up cyber kiosks in various places to ensure 

public access to information.

Infrastructure Driver 

Real Estate, Economic Zones, Technology Parks

?• Proposed development of several ICT villages, tech parks, and high-tech zones through a public-

private-partnership model. Software technology parks with dedicated and advanced data 

communication facilities to be established, and export companies to be encouraged to set up offices 

in the parks at preferential terms.

Telecommunications

?• Creation of an independent telecom regulatory authority, Bangladesh Telecommunication 

Regulatory Commission, in 2002.

?• Proposed liberalization of the telecom industry. 

•
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? Increased bandwidth capacity and availability across the country at a reasonable cost to encourage 

the growth of the industry. 

?• Introduction of VoIP. The government is also in the process of allowing WiMax for data 

communication.

?• Development of telecommunication infrastructure 

Power

?• Encouragement of private sector to invest in power generation and distribution to supplement the 

public enterprises.

Environment Driver

Fiscal Incentives

?• Likely approval of an extension of the tax holiday until June 2018.

? Improved availability of soft loans by banks for export-oriented projects.

Intellectual Property Protection

?• Presence of an intellectual property rights law. (The copyright law has been amended to include 

computer software.)

•

Development of a government fund at the national level for talent and skills development.

Introduction of basic IT courses in primary/secondary education and specialized courses in 

colleges in line with ITES-BPO industry needs.

Introduction of English as a mandatory medium of education or as a primary subject 

combined with efforts promoting spoken English from primary school level.

Provision of IT-related equipment (computers, software) for free or at subsidized rates to the 

education institutions.

Development of a national accreditation board for the ITES-BPO industry to ensure 

standardized IT and ITES-BPO curriculum.

Development of national assessment and certification standard for ITES-BPO industry.

Provision of incentives such as lower land-acquisition costs and initial set-up subsidies to 

institutes offering ITES-BPO training.

Provision of training subsidies for students and employees undergoing ITES-BPO training.

Provision of space and IT-related equipment for training to ITES-BPO companies by the 

government.

Enabling IT awareness through provision of free or public use Internet kiosks, thereby 

reducing the urban-rural divide.

Table D.5

Key Strengths and Development Areas across the Policy Initiatives for Bangladesh

Bangladesh

Key Policy Initiatives
Stren
gths

Dev. 
Areas
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Identification of areas for development of economic zones that can be developed on a PPP 

model, with the government providing the necessary space and the private players involved 

in developing and maintaining it.

Development of technology parks with ready-to-occupy office facilities.

Provision of incentives—including land allotment and rebates on tax and land acquisition 

prices—to ITES-BPO players and infrastructure service providers located outside of 

economic zones and tech parks.

Establishment of ICT incubator facilities providing necessary support infrastructure and 

advisory services to ITES-BPO start-ups.

Development of high-speed, world-class telecommunication links through presence of 

multiple telecom service providers.

Provision of high-speed Internet connectivity throughout the country by encouraging both 

domestic and international players to provide adequate bandwidth and redundancy.

Assurance of minimum service level agreements (SLAs) and regulation of prices in line with 

prevailing international prices.

Augmentation of the existing power infrastructure, if required, for provision of 

uninterrupted power supply.

Exemption from statutory power cuts or load shedding for ITES-BPO establishments.

Development of adequate infrastructure for both domestic and international air connectivity.

Good road networks and public transportation facilities with adequate capacity and 

frequency.

Assurance that all ITES-BPO establishments comply with relevant security measures for 

transportation provided to employees working on different shifts and in particular those 

relating to women employees.

Classification of ITES-BPO industry as “essential or public utility services,” enabling 

24×7×365 operations for ITES-BPO companies. 

Flexibility with respect to both weekly and national holidays for ITES-BPO employees, in 

compliance with labor laws.

Provision for women employees to work night shifts and ensuring their safety.

Simplified procedures relating to hiring and firing of ITES-BPO industry employees.

Relaxation of laws relating to labor unions for the ITES-BPO industry.

Relaxation of specific labor laws and regulations, including allowance for self-certification 

under Employees Provident Fund Act and Payment of Bonus Act. 

Provision of tax holidays for specific number of years and exemption/rebate on other taxes, 

including property tax.

Provision of subsidies on interest on loans for initial set-up of ITES-BPO operations.

Provision for subsidy on fixed capital investment and duty-free import of capital equipment.

Provision for accelerated depreciation rate allowance for tax saving.

Bangladesh

Key Policy Initiatives Stren
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Bangladesh

Key Policy Initiatives
Stren
gths

Dev. 
Areas

Development of a “single window” serving as an interface for ITES-BPO investment-related 

queries and transactions and initial set-up procedures.

Identification of ITES-BPO industry as a priority industry to improve efficiency through 

easing of procedures and availability of loans.

Reduced turnaround time for clearance of business proposals envisaging large-scale 

employment within a specified time frame.

Expedited processing of visas and work permits for ITES-BPO industry personnel.

Eased process and procedures for patent filing and registration.

Development of appropriate laws and measures for penalizing infringement of patents and 

other intellectual property instruments.

Adoption of globally recognized security and data protection standards for the ITES-BPO 

industry.

Specific initiatives to create awareness among industry professionals and other stakeholders 

about security and privacy issues.

Regular monitoring and improved data protection and security programs.

Provision for development of social infrastructure in economic zones identified for 

development of ITES-BPO industry.

Potential Opportunity Areas

Given the advantages presented by Bangladesh across 

the ITES-BPO location drivers, the country should focus 

on the following segments, which can be tapped by 

Bangladesh in the near term (see table D.6): 

? Animation

? •    Graphic design systems (GDS)

? •    Global information systems (GIS)

These segments currently make up a majority of the 

ITES-BPO work in Bangladesh and can continue to offer 

opportunities for growth. Currently, GDS, GIS, and 

animation work is sourced mostly from the 

Scandinavian countries. Existing relationships with 

companies from Denmark and Norway can be 

leveraged for future growth. 

•    

Table D.6

Suitable Segments for 

ITES-BPO in Bangladesh

Sources: BCC 2007; Ministry of Science and Information & Communication Technology, Bangladesh 2002.
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The following areas also present near-term opportunities:

• Finance and accounting (F&A): The large pool of commerce graduates can be used effectively by the 

ITES-BPO industry within the F&A vertical.

?• Medical transcription: The health care segment has also been identified as one of the key focus areas 

for the country under its IT Policy, 2006, and medical transcription is a suitable activity for the ITES-

BPO industry. 

Segments that can be tapped by Bangladesh in the long term include the following: 

?• Analytics: Over time, Bangladesh can leverage the large pool of students known for their analytical 

mindset to perform some of the high-end analytics functions.

?• HR back office: Back-end human resources functions can also be undertaken by the ITES-BPO 

industry in Bangladesh. Existing relationships that the service providers have developed over time 

may be leveraged to source greater business.

Bhutan is located in the southeastern slopes of the Himalayas, landlocked between China and India. The 

name Bhutan, “Druk Yul” in Dzongkha, the country's official language, means “Land of the Thunder 

Dragon.” The capital of Bhutan is Thimphu. 

?

Bhutan

Bhutan had been under direct monarchic rule for 

centuries. The country held its first democratic 

elections in March 2008. It is the only country in the 

world to measure its well-being through Gross 

National Happiness. Bhutan is considered the 

happiest country in Asia and the eighth happiest in 

the world.

Bhutan is a relatively small country with a 

population of 650,000. The unemployment rate is 

estimated at 2.5 percent. The main sectors of 

employment are agriculture and construction. There 

were 249,030 people employed as of 2005, with 44 

percent of them employed in agriculture. 

Location Assessment

The following sections comprise an assessment of 

Bhutan on the four location assessment drivers: 

talent, infrastructure, environment and clusters. 

Total population (millions) 0.65

Population ages 15–64 years 

(percent of total population) 63.6%

Population ages 15–64 years  

(millions) 0.41

Labor force participation 

(percent of population ages 

15–64 years) 68.1%

Total land area (sq km) 47,000

Literacy rate 47.0%

Unemployment rate 2.5%

Female participation in 

labor force 36.5%

Sources: CIA 2007b; World Bank 2006.

Table D.7

Key Demographics of Bhutan
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Talent Driver

Talent Availability

The modern Western education system was 

introduced in Bhutan in the 1950s. The secondary 

school enrollment rate is 28.9 percent, and the tertiary 

enrollment rate is only 1.1 percent (World Economic 

Forum 2008). See table D.8. The language of 

instruction in schools is English, and the government 

provides free education until Grade 10. 

After completing higher secondary education, 

students can attend the university, attend a 

vocational training institute, or join the workforce. 

Sources: UNESCO 2007; author's calculation.

Secondary school enrollment rate 28.9%

Number of secondary school 

enrollments 42,144

Tertiary enrollment rate 1.1%

Total tertiary enrollments 2,886

Current IT-ITES workforce 224

Percentage of population 

speaking English 12.0%

Ten institutes constitute the Royal University of Bhutan, and there are six vocational training institutes in the 

country.

Bhutan currently does not have an adequate number of ICT and knowledge-based workers. It is estimated 

that there are fewer than 400 ICT professionals in Bhutan (Royal Government of Bhutan 2004). Civil service is 

the most sought-after sector for employment. However, there is a significant pool of unemployed youth, 

which can be tapped for ITES-BPO companies.

Talent Quality

English language familiarity among the population is high, given that the medium of instruction in the 

country is English. Talent in Bhutan is inherently customer oriented and hospitable. Employer loyalty is 

strong, and thus attrition rates are much lower in comparison with other ITES-BPO destinations, such as 

India. 

Although English is the medium of education, the existing ITES-BPO organizations have had to train their 

recruits to polish their language skills. ITES-BPO companies in Bhutan have also had to train talent in basic IT 

skills. This is primarily because ICT has been introduced only recently in schools and is currently available 

only in and around Thimphu. 

According to incumbents, talent also lacks confidence, largely on account of lack of exposure. The industry is 

not yet perceived as an attractive industry and therefore does not draw the best talent. To develop the 

industry, the government will need to promote Bhutan internationally as an ITES-BPO destination to attract 

business, and also promote the industry domestically to attract talent. 

Talent Cost

Talent cost is highly attractive in Bhutan. The average annual salary of an entry-level ITES-BPO associate is 

US$1,967 (author interview with staff from Bhutan Business Solutions, Bhutan TST Solutions, and 

Drukonnet, Thimpu & Paro, May 2008 Interviewees requested to remain unnamed. ), the lowest within the 

South Asian countries.

Table D.8

Talent Driver in Bhutan
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Teledensity (number of telephone 

lines per 100) 5.3

Quality of telephone infrastructure 

(scale of 1–7) 2.8

Cost of 2 Mbps leased line 

per month (USD) 2,559

Total bandwidth availability 

(Mbps) 45

Quality of air transport 

infrastructure (scale of 1–7) 1.0

Air transport, passengers carried 

per year 51,056

Air transport, registered carrier 

departures worldwide per year 2,566

Sources: ITU 2007; World Bank 2006; 
               World Economic Forum 2008.

Infrastructure Driver

Real Estate

Bhutan is developing a five-acre IT park, with 

development in two phases. Construction is likely to 

be completed by 2010, with 50,000 square feet to be 

built in phase I. The target is for the park to employ 

700 people by 2015.

Currently however, there is no suitable commercial 

space available in Bhutan for ITES-BPO 

organizations. The existing companies have explored 

the option of developing built-to-suit office space.

Cost of renting commercial space is relatively low in 

Bhutan, at a cost per square foot of US$0.50 per month 

(interview with IT Association of Bhutan, May 2008).

In terms of land allotment for building of ITES-BPO 

related infrastructure—at present only a lease of 30 

years is provided. Ownership of land through 

Foreign Direct Investment should be introduced.

Telecommunications

Telecommunications infrastructure was cited as one of the key areas of concern by the industry players. 

Bhutan has made significant progress in some telecommunications infrastructure—more than 150,000 

mobile services subscribers by the end of 2007 (2008 Asia Telecoms, Mobile and Broadband in Central Asia 

2008)—but Internet bandwidth is lacking. See table D.9.

There is one Internet provider, Druknet, owned and operated by Bhutan Telecom. 3G has recently been 

introduced in Bhutan. By estimates of the International Telecommunications Union (2007), there were 30,000 

Internet users as of August 2007—approximately 3.7 percent of the population. 

Thimphu has been connected to the Indian backbone network through fiber optic cable, although costs 

remain high because of the mountainous terrain. The cost of a 2 Mbps leased line is about US$2,559 per month 

(author interview with Bhutan Telecom, Thimpu, May 2008). Bhutan would need to make significant 

investment in telecom infrastructure and encourage competition to ensure lower costs and redundancy to 

promote investments in its ITES-BPO industry.

Power

Recent investments in power infrastructure have made the power supply reliable and cost effective for 

companies operating in Bhutan. Most of Bhutan's power is produced as hydropower, and almost 80 percent 

of the generated electricity is exported, mainly to India (ADB 2006).

Table D.9

Infrastructure Driver in Bhutan
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Connectivity

Druk Air, the Royal Bhutan Airlines, is the only airline that operates in and out of Bhutan. It flies daily and 

connects the airport in the Paro district to Bangkok, Delhi, Kolkata, Nepal, and Dhaka. There are no other 

connections to Bhutan. With the government's current focus on developing the tourism industry in the 

country, suitable infrastructure will need to be developed.

GDP per capita (USD, GDP/PPP) 5,622.6

GDP growth rate 8.0%

Services as a percent of GDP 40.0%

Inflation rate 5.5%

Exports as a percent of GDP 32.0%

Propensity for natural disasters Medium

Sources: IMF 2008; UNDP 2007–08; World Bank 2006.

Environment Driver

Macroeconomic Environment

Bhutan is a nation with social, labor, and political stability. 

It recently transitioned smoothly into a democracy. 

Although Bhutan's economy is one of the world's 

smallest, it has grown very rapidly in the past few 

years. See table D.10. GDP growth in recent years has 

been driven primarily by the power sector (with a GDP 

share of 11.3 percent in 2006) with the commissioning 

of the 1,020 MW hydropower stations at Tala (Asian 

Development Bank 2008). 

Agriculture is the backbone of the economy. Agriculture contributes about 33 percent of the GDP, and about 

70 percent of the population depends on it for their livelihood (ADB 2005a). However, agriculture has been 

declining as a share of GDP, reflecting the importance of services for the economy. The services sector 

currently contributes a 40 percent share of GDP (World Bank 2006). Gross national product per capita is 

estimated at US$740 for the country (IMF 2008). 

Business Environment

Bhutan is at a nascent stage of development. There is limited private enterprise within the country. An 

enabling environment for business enterprise is being introduced in the country, including issues such as 

contract regulation and investment incentives.

Specifically for the IT and ITES-BPO industry, a new Ministry of Information and Communications was 

created in July 2003. The ministry houses a Department of IT, which has subunits focused on infrastructure 

development, policy and planning, and application development.

Bhutan has introduced broad guidelines relating to ICT through the Bhutan Information and 

Communications Technology Policy and Strategies (2004) and the Bhutan Information, Communications, 

and Media Act (2006). The Department of IT is in the process of developing incentives for IT and ITES-BPO 

development, especially for investment in the IT park.

Geopolitical Environment

Bhutan is situated in one of the most seismically active zones of the world. Despite the high risk and 

occurrence of earthquakes in the region, there are limited official historical records tracking earthquakes and 

consolidating the relevant seismic risk data. 

Table D.10

Environment Driver in Bhutan
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Clusters Driver

Industry Bodies

The IT Association of Bhutan is currently in operation in the country. However, none of the present ITES-

BPO players are members of the association. 

Specialized Institutions

Only one training institution for potential recruits into the ITES-BPO industry is present in the country: the 

Bhutan Center of Excellence. The institution provides training primarily in improving English language skills 

and developing related personality traits (interpersonal skills and increased confidence levels, for example). 

The institution has entered into partnership with BK One, a training institution in India, wherein the trained 

students seeking placements are sent from Bhutan to India. So far, the Bhutan Center of Excellence has been 

able to place all 30 students who recently completed training (author interview with staff from the Bhutan 

Center of Excellence, Thimpu, May 2008 Interviewees requested to remain unnamed). The students have 

been placed with prominent companies in India such as Wipro and AMEX. Another 30 students are expected 

to be eligible for placements in India soon.

Venture Capital Availability 

Given that the country has only recently begun to focus on development of industry, there is no venture 

capital or alternative financing sources present in Bhutan at this time. The proposed IT park, however, is 

expected to host an incubation center in the near future. The center will provide an enabling environment for 

ITES-BPO entrepreneurs in Bhutan.

Policy Assessment

Policy initiatives that have been either proposed or implemented by the Bhutan are highlighted below (Royal 

Government of Bhutan 2004). Key strengths and development areas are presented graphically in table D.11.

Talent Driver

Education and Training 

• Formulation of an Education ICT Master Plan to roll out ICT infrastructure to schools and 

implement ICT curricula.

?• Introduction of basic IT courses at the primary level in addition to a standardized curriculum in 

collaboration with the industry needs.

?• Provision of adequate IT infrastructure in middle and high schools.

?• A draft ICT National Human Resources Development Plan for assessment of training needs and 

making available the necessary in-country and external training programs.

•? Government-provided training subsidies to students undergoing ITES-BPO training.

?• Necessary research and development in ICT.

?• Establishment of e-learning nodes in all telekiosks and telecenters.

?
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Infrastructure Driver 

Real Estate, Economic Zones, Technology Parks

? Land allocated for the development of an IT park by 2010 as a pilot project.

?• Other areas earmarked for potential future development based on the success of the pilot IT park 

project.

Telecommunications

?• Enactment of a telecommunications act in 1999.

?• Proposal to introduce a liberalized and competitive telecommunications regime.

Power

?• Sufficient availability of power with the country exporting power to neighboring countries, 

including India.

Environment Driver

Industry and Labor Law Provisions

?• Enforcement of labor market regulations, labor laws, and MoUs with private sector companies.

Fiscal Incentives

?• Provision of a tax holiday to IT and ITES-BPO industry players. 

?• Exemption of IT equipment from import duty.

?• Efforts under way to arrive at a scheme of incentives for companies to be located outside of the IT 

park.

?• Efforts under way for investigating the need for a fund to assist start-ups and review of the existing 

tax environment for ICT business.

Nonfiscal incentives

?• Measures under way to strengthen the existing regulatory bodies.

?• Encouragement of foreign direct investment in Bhutan's ICT industry and infrastructure.

Intellectual Property Protection

?• Proposed protection and enforcement of intellectual property rights.

?• Enactment of Copyright Act in 2000.

Clusters Driver 

Social Infrastructure

?• Establishment of an ICT business cluster with access to shared infrastructure and services.

•
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Table D.11

Key Strengths and Development Areas across the Policy Initiatives for Bhutan

Development of a government fund at the national level for talent and skills development.

Introduction of basic IT courses in primary/ secondary education and specialized courses in 

colleges in line with ITES-BPO industry needs.

Introduction of English as a mandatory medium of education or as a primary subject 

combined with efforts promoting spoken English from primary school level.

Provision of IT-related equipment (computers, software) for free or at subsidized rates to the 

education institutions.

Development of a national accreditation board for the ITES-BPO industry to ensure 

standardized IT and ITES-BPO curriculum.

Development of national assessment and certification standard for ITES-BPO industry.

Provision of incentives such as lower land-acquisition costs and initial set-up subsidies to 

institutes offering ITES-BPO training.

Provision of training subsidies for students and employees undergoing ITES-BPO training.

Provision of space and IT-related equipment for training to ITES-BPO companies by the 

government.

Enabling IT awareness through provision of free or public use Internet kiosks, thereby 

reducing the urban-rural divide.

Identification of areas for development of economic zones that can be developed on a PPP 

model, with the government providing the necessary space and the private players involved 

in developing and maintaining it.

Development of technology parks with ready-to-occupy office facilities.

Provision of incentives—including land allotment and rebates on tax and land acquisition 

prices—to ITES-BPO players and infrastructure service providers located outside of 

economic zones and tech parks.

Establishment of ICT incubator facilities providing necessary support infrastructure and 

advisory services to ITES-BPO start-ups.

Development of high-speed, world-class telecommunication links through presence of 

multiple telecom service providers.

Provision of high-speed Internet connectivity throughout the country by encouraging both 

domestic and international players to provide adequate bandwidth and redundancy.

Assurance of minimum service level agreements (SLAs) and regulation of prices in line with 

prevailing international prices.

Augmentation of the existing power infrastructure, if required, for provision of 

uninterrupted power supply.

Exemption from statutory power cuts or load shedding for ITES-BPO establishments.
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Development of adequate infrastructure for both domestic and international air connectivity.

Good road networks and public transportation facilities with adequate capacity and frequency.

Assurance that all ITES-BPO establishments comply with relevant security measures for 

transportation provided to employees working on different shifts and in particular those 

relating to women employees.

Classification of ITES-BPO industry as “essential or public utility services,” enabling 

24×7×365 operations for ITES-BPO companies. 

Flexibility with respect to both weekly and national holidays for ITES-BPO employees, in 

compliance with labor laws.

Provision for women employees to work night shifts and ensuring their safety.

Simplified procedures relating to hiring and firing of ITES-BPO industry employees.

Relaxation of laws relating to labor unions for the ITES-BPO industry.

Relaxation of specific labor laws and regulations, including allowance for self-certification 

under Employees Provident Fund Act and Payment of Bonus Act.

Provision of tax holidays for specific number of years and exemption/rebate on other taxes, 

including property tax.

Provision of subsidies on interest on loans for initial set-up of ITES-BPO operations.

Provision for subsidy on fixed capital investment and duty-free import of capital equipment.

Provision for accelerated depreciation rate allowance for tax saving.

Development of a “single window” serving as an interface for ITES-BPO investment related 

queries and transactions and initial set-up procedures.

Identification of ITES-BPO industry as a priority industry to improve efficiency through 

easing of procedures and availability of loans.

Reduced turnaround time for clearance of business proposals envisaging large-scale 

employment within a specified time frame.

Expedited processing of visas and work permits for ITES-BPO industry personnel.

Eased process and procedures for patent filing and registration.

Development of appropriate laws and measures for penalizing infringement of patents and 

other intellectual property instruments.

Adoption of globally recognized security and data protection standards for the ITES-BPO industry.

Specific initiatives to create awareness among industry professionals and other stakeholders 

about security and privacy issues

Regular monitoring and improved data protection and security programs

Provision for development of social infrastructure in economic zones identified for 

development of ITES-BPO industry.

Source: Royal Government of Bhutan 2004.
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Table D.12

Suitable Segments for ITES-BPO in Bhutan

Potential Opportunity Areas

Bhutan is not expected to be a significant ITES-BPO 

destination because of its small size. However, the talent is 

fairly suitable for voice processes. Moreover, the country's 

stable geopolitical climate also presents opportunities for 

data center operations. This section highlights the key 

potential opportunity areas for Bhutan.

Given the advantages presented by Bhutan across the 

ITES-BPO location drivers, the country should focus on 

the segments that follow. See table D.12.

Segments that can be tapped by Bhutan in the near term 

include the following: 

? Medical transcription, health care billing and coding: One of the BPOs in Bhutan currently performs 

medical transcription. Medical transcription does not require real-time connectivity to the same degree 

as other ITES-BPO segments such as customer support and sales and marketing. Given the current 

telecom situation in Bhutan, with high telecom costs and no available redundancy, medical 

transcription and other services such as health care billing and coding are easy wins for Bhutan. They 

can be a good starting option for any BPOs that are planning to set up in the country, especially in the 

near term, until telecom connectivity is improved.

? •  Customer support: Two of the existing BPOs are already undertaking customer support services. 

Other domestic companies such as the telecom incumbent in Bhutan have also recently set up a 

relatively small internal customer support team. Given the inherent nature of the Bhutanese people of 

being hospitable and customer oriented, Bhutan can establish itself as a prominent market within the 

customer support sector. The country should develop its niches in the domestic market, including 

tourism, hospitality, and telecom.

Segments that can be tapped by Bhutan in the long term include the following:

? •  Graphic design and technical support: The industry can tap the creativity of the Bhutanese talent 

and consider operations in graphic design in the long term. With a relatively high proportion of the 

population speaking English, the country can consider services such as technical help desks as well.

As the awareness of products and services within banking improves in the country, Bhutan can consider 

offering specific services within the banking industry. Moreover, with banking and financial services 

accounting for a significant market share in the overall ITES-BPO market, the country would benefit by 

beginning to develop the capability to serve this vertical. 

While data centers are not directly a part of the ITES-BPO industry, they are an important part of the IT-ITES 

ecosystem. Locations that can provide a favorable environment and—most important—cheap and reliable 

power are ideal for setting up data centers. Bhutan can consider serving as a data center hub for not only the 

region, but for the entire world.

•  
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Sources: CIA 2007b; World Bank 2006.

Total population (millions) 0.3

Population ages15–64 years 

(percent of total population) 63.2%

Population ages 15–64 years 

(millions) 0.19

Labor force participation (percent 

of population ages 15–64 years) 62.2%

Total land area (sq km) 300

Literacy rate 96.3%

Unemployment rate 2.0%

Female participation in 

labor force 38%

 Maldives

The Republic of Maldives is an island nation 

consisting of 26 atolls in the Indian Ocean. It is 

located to the south of India and southwest of Sri 

Lanka. Maldives is the smallest Asian country in 

terms of population, estimated at just over 300,000.

The economy is services oriented, and the tourism 

industry has developed as the key economic segment 

within Maldives. The more traditional segment of 

fisheries is the other prominent sector of economic 

activity.

Literacy levels are also significantly high at 96 

percent, and this enhances the demographic 

advantage of Maldives' young population. The 

unemployment rate for Maldives is considered negligible; however, the research study revealed that there is 

a significant youth population that is voluntarily unemployed. 

Location Assessment

 The following sections comprise an assessment of 

Maldives on the four location assessment drivers: 

talent, infrastructure, environment and clusters. 

Talent Driver

Talent Availability

While there is significant emphasis on education in 

Maldives, higher education penetration is limited. 

Although approximately 10,000 students graduate 

from school annually, only one-fifth of them enroll in 
3college.  One of the key reasons for this is the current 

Secondary school enrollment rate 8.4%

Number of secondary school 

enrollments 28,878

Tertiary enrollment rate 1.5%

Total tertiary enrollments 1,796

Current IT-ITES workforce NA

Percentage of population 

speaking English 50%

limited availability of higher education infrastructure and institutions in Maldives. See table D.14.

There is only one national higher education institution in Maldives, the Maldives College of Higher 

Education. It has only three campuses: one in north Maldives and two in the southern part of the country.

The Faculty of Management and Computing (FMC), based in Male, has a total of 600 full-time students in its 

IT and business management/economics degree and diploma programs. 

Source: UNESCO 2007; author's calculation.

3  Students completing their A levels are able to enroll in degree courses, while students completing the O level are eligible only for 

diploma courses. Students who are unable to go to college can enroll in private certification and vocational institutes.

Table D.13

Key Demographics of Maldives

Table D.14

Talent Driver in Maldives
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This talent is in high demand and is able to find employment easily after completion of courses. However, 

there is a perceived gap between fresh talent joining the workforce and industry requirements. FMC has 

attempted to bridge this gap through on-the-job training and internships. 

Services sectors are the most prominent and generate the highest employment. The tourism industry is the 

largest employer in the services sector, followed by education and health care. 

IT is emerging as an attractive choice among students for higher education and certification courses. IT 

functions within resorts, banks, and telecommunications companies and offers increasing employment 

opportunities. One of the biggest talent concerns is the prevalence of voluntary unemployment within the 

young population. A majority of the youth in Maldives is not motivated to work and continues to depend 

upon family for support. 

Talent Quality

The education system in Maldives has adopted the Cambridge O level and the London University A level 

standards. The language of instruction is therefore English. This is an advantage for Maldives with respect to 

an industry such as ITES-BPO, in which the largest markets are primarily English-speaking countries. 

However, there is concern about the quality and consistency of English-language education in schools 

outside of Male. While the population has a neutral accent, basic grammar and business writing skills are 

lacking in the youth.

Most of the secondary schools in Maldives have recently introduced IT infrastructure, and the government is 

making IT literacy a requirement for all students passing O levels. According to industry professionals and 

experts, IT usage is significant within the young population. 

Talent Cost

Average entry-level salaries in Maldives are an estimated US$5,225 per year. For degree or diploma holders 

in specialized courses such as accounting and IT, entry-level salaries can be as high as US$9,500 per year 

(author interview with staff from Clique Training Centre, Male, May 2008. Interviewees requested to remain 

unnamed). 

Infrastructure Driver

Real Estate

Male is currently the only commercial center in Maldives. All the other atolls serve as locations for resorts. 

Currently, there are 91 operational resorts in Maldives, and 64 additional resorts are under development 

(author interview with staff from the Ministry of Tourism, Male, May 2008. Interviewees requested to 

remain unnamed). 

The limited availability of land means significantly high rentals for commercial space in Male, estimated at 

an average of US$2.50 per square feet per month (author interview with the staff from the Ministry of 

Tourism, Male, May 2008. Interviewees requested to remain unnamed).

Regional Collaboration on ITES in South Asia 

103



Teledensity (number of 

telephone lines per 100) 11.2

Quality of telephone 

infrastructure (scale of 1-7) 6.3

Cost of 2 Mbps leased line (USD) 

per month 100

Total bandwidth availability 

(Mbps) 5,000

Quality of air transport 

infrastructure (scale of 1–7) 4.0

Air transport, passengers carried 

per year 93,417

Air transport, registered carrier 

departures worldwide per year 5,108

Sources: ITU 2007; World Bank 2006; 

               World Economic Forum 2008.

There are also no special economic zones or 

technology parks in Maldives currently. However, 

there are plans to reclaim land and develop two 

industrial cities in the country over the next two to 

three years.  These sites—Hulhumale and 

Guhlifahlu—will require an investment of US$1.6 

billion and US$500 million, respectively (author 

interview with the staff from Ministry of Economic 

Development and Trade, Male, May 2008. 

Interviewees requested to remain unnamed), and 

will cater to cross-sector commercial requirements as 

well as residential demand. 

Telecommunications

There has already been significant development of 

telecommunications infrastructure within the 

country. See table D.15.Maldives boasts 100 percent 

mobile connectivity and a significant amount of 

untapped bandwidth capacity. 

According to industry sources, the country currently has 2.4 terabits of unlit capacity. Consequently, the cost 

of Internet connectivity is low, especially in Male, where the cost of a 2 MBPS leased line is US$100 per month. 

The islands are currently connected through satellite, and the leased line costs are around US$3,600 per 

month (author interview with the staff from Bandos Resort, Male, May 2008. Interviewees requested to 

remain unnamed).

Power

Power and electricity availability can fall short in Male. Organizations use diesel power generators as back-

ups.

Connectivity

Maldives is connected through international flights to Europe and Middle East. This is an essential 

infrastructure requirement for the tourism industry, which is the key driver of the economy. 

Environment Driver

Macroeconomic Environment

The services sector contributes nearly 80 percent of the country's GDP. See table D.16. Tourism is the largest 

economic contributor, followed by fisheries. While these industries continue to be the focus of development 

for the government, economic diversification is also on the agenda. Port and logistics and shipping are 

expected to increase. Real estate is also an industry that may be opened for investment in the future.

Table D.15

Infrastructure Driver in Maldives
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GDP per capita 

(USD, GDP/PPP), 2008 4,908.2

GDP growth 24.0%

Services as a percent of GDP 79.3%

Inflation rate 

(consumer prices, 2008) 6.0%

Exports as a percent of GDP 11.0%

Propensity of natural disasters High

Sources: IMF 2008; UNDP 2007–08; World Bank 2006.

Business Environment

Maldives scores the highest among the South Asian 

countries on ease of doing business. The country 

offers a relatively conducive environment for foreign 

investors, with no capital controls and provision for 

full repatriation of foreign investor funds. There is no 

corporate tax, and import duties are 15–20 percent on 

average (author interview with a staff member from 

the Auditor General's Office, Male, May 2008. 

Interviewees requested to remain unnamed). The 

labor law for the country was enacted only recently, 

and it allows for labor unions.

The government of Maldives created the National Center for Information Technology (NCIT) in 2003 to focus 

on effective and innovative use of IT within the Maldives economy and society. This organization is primarily 

responsible for e-governance initiatives within the country. According to NCIT, an incubation center is 

planned, but no details are available on the structure and success of this incubation facility.

The country does not have any regulations relating to ICT, data security, or intellectual property protection. 

This is an important element in the development of the ITES-BPO industry.

Geopolitical Environment

Current changes in the Maldives political environment have limited economic developments. After the 

elections scheduled for 2009, the strategic economic changes should accelerate.

One of the key concerns within the international community is the Maldives' precarious environmental 

situation. Global warming threatens the survival of several islands in the country. The tsunami in 2005 

affected Maldives severely. The vulnerability of the country to natural disasters is an important consideration 

for business investors.

Clusters Driver 

Industry Bodies

There is no industry body or apex institution for the ITES-BPO industry in Maldives. The Chamber of 

Commerce and Industry is seeking to create an IT Council, but the current key players are primarily 

hardware equipment resellers.

The IT industry in Maldives has attracted investment from the government, largely to enable e-governance 

and provide increased citizen services through an automated medium. On this front, Maldives is looking to 

replicate Singapore's model.

Table D.16

Environment Driver in Maldives
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Specialized Institutions

In Maldives, there are several training and certification institutes that offer diploma courses and training in 

IT, management, and hospitality. These institutions need to be registered under the Maldives Accreditation 

Board, which was developed to streamline professional courses. More than 600 students graduate with 

diplomas from these institutes every year (author interview with staff from the Maldives College of Higher 

Education, Male, May 2008. Interviewees requested to remain unnamed).

Industry Bodies

Access to financing and capital is a key area of concern for industry. There are no venture capitalists in 

Maldives. There are five state banks, including the Bank of Maldives, but it is not easy for entrepreneurs to 

obtain financing.

Policy Assessment

Policy initiatives that have been either proposed or implemented so far by the country are highlighted below 

(Ministry of Planning and National Development 2005; NCIT 2006). Key strengths and development areas 

are presented in graphic form in table D.17.

Talent Driver 

Education and Training 

• Proposed government efforts to equip as many schools with computers as possible and introduce a 

more focused IT syllabus in the education system.

?• Widely available computer training courses at an affordable price through training subsidies by the 

government. 

?• Presence of an accreditation board ensuring standardized curriculum in the education institutions.

? Ensuring access to personal computers by making them more affordable. The government can 

further reduce tariffs and duties on computers and other IT equipment.

Infrastructure Driver

Real Estate, Economic Zones, Technology Parks

?• Plans for two industrial sites in Hulhumale and Guhlifahlu.

?• Development of ICT incubator facilities providing cost-effective infrastructure facilities.

Telecommunications

?• Adoption of a telecom policy for 2006–2010.

?• Development and expansion of telecom infrastructure to provide basic, enhanced, and broadband 

services throughout the country. 

?• Increased international capacity by connecting Maldives to the international submarine optical fiber 

network.

?
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? Lower telecommunication charges to facilitate the development of ICT applications and exports.

? Enhanced existing networks to support higher capacity to adequately meet the ICT needs of the 

country.

?• Leased line capacity of 2 Mbps from each inhabited island available on demand before the end of 

2008.

?• Strengthened competition in the Internet market made the telecommunications charges 

comparable and competitive to the regional countries and selected economies.

?• Study of the viability of “triple play” technology and introduction of such technologies in the 

Maldivian market.

?• Interconnection among the networks to provide diversity and minimize the possibility of 

interruption of services.

?• Enactment of a telecommunications act providing increased transparency in the regulation of 

telecommunications.

Power

?• Proposal to lower the high costs of electricity to facilitate the development of ICT applications and 

exports.

Environment Driver 

Fiscal Incentives

?• Provision of tax incentives in the form of no income tax, corporate tax, or property tax in Maldives.

? No restrictions on the repatriation of earnings or profits. 

?• Proposal for provision of tax incentives and deductions for purchase of IT equipment as well as cost 

of IT training for staff.

Nonfiscal Incentives

?• Encouragement of foreign investment in Maldives through joint ventures for small investments 

(less than US$5 million) with no restriction on the ownership of the company.

Intellectual Property Protection

?• Proposal to draft an intellectual property protection act.

•
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Maldives

Key Policy Initiatives
Stren
gths

Dev. 
Areas

Development of a government fund at the national level for talent and skills development.

Introduction of basic IT courses in primary/ secondary education and specialized courses in 

colleges in line with ITES-BPO industry needs.

Introduction of English as a mandatory medium of education or as a primary subject 

combined with efforts promoting spoken English from primary school level.

Provision of IT-related equipment (computers, software) for free or at subsidized rates to the 

education institutions.

Development of a national accreditation board for the ITES-BPO industry to ensure 

standardized IT and ITES-BPO curriculum.

Development of national assessment and certification standard for ITES-BPO industry.

Provision of incentives such as lower land-acquisition costs and initial set-up subsidies to 

institutes offering ITES-BPO training.

Provision of training subsidies for students and employees undergoing ITES-BPO training.

Provision of space and IT-related equipment for training to ITES-BPO companies by the 

government.

Enabling IT awareness through provision of free or public use Internet kiosks, thereby 

reducing the urban-rural divide.

Development of adequate infrastructure for both domestic and international air 

connectivity.

Identification of areas for development of economic zones that can be developed on a PPP 

model, with the government providing the necessary space and the private players involved 

in developing and maintaining it.

Development of technology parks with ready-to-occupy office facilities.

Provision of incentives—including land allotment and rebates on tax and land acquisition 

prices—to ITES-BPO players and infrastructure service providers located outside of 

economic zones and tech parks.

Establishment of ICT incubator facilities providing necessary support infrastructure and 

advisory services to ITES-BPO start-ups.

Development of high-speed, world-class telecommunication links through presence of 

multiple telecom service providers.

Provision of high-speed Internet connectivity throughout the country by encouraging both 

domestic and international players to provide adequate bandwidth and redundancy.

Assurance of minimum service level agreements (SLAs) and regulation of prices in line with 

prevailing international prices.

Table D.17

Key Strengths and Development Areas across the Policy Initiative for Maldives

T
a
le

n
t

E
d

u
ca

ti
o

n
 a

n
d

 T
ra

in
in

g
C

o
n

n
e

ct
iv

it
y

In
fr

a
st

ru
ct

u
re

R
e
a
l 
E

st
a
te

Te
le

co
m

m
un

ic
at

io
ns

Regional Collaboration on ITES in South Asia 

108



Sources: Ministry of Planning and National Development 2005; NCIT 2006. 

Maldives

Key Policy Initiatives Stren
gths

Dev. 
Areas

Augmentation of the existing power infrastructure, if required, for provision of uninterrupted 

power supply.

Exemption from statutory power cuts or load shedding for ITES-BPO establishments.

Good road networks and public transportation facilities with adequate capacity and 

frequency.

Assurance that all ITES-BPO establishments comply with relevant security measures for 

transportation provided to employees working on different shifts and in particular those 

relating to women employees.

Classification of ITES-BPO industry as “essential or public utility services” enabling 24×7×365 

operations for ITES-BPO companies. 

Flexibility with respect to both weekly and national holidays for ITES-BPO employees, in 

compliance with labor laws.

Provision for women employees to work night shifts and ensuring their safety.

Simplified procedures relating to hiring and firing of ITES-BPO industry employees.

Relaxation of laws relating to labor unions for the ITES-BPO industry.

Relaxation of specific labor laws and regulations, including allowance for self-certification 

under Employees Provident Fund Act and Payment of Bonus Act.

Provision of tax holidays for specific number of years and exemption/rebate on other taxes, 

including property tax.

Provision of subsidies on interest on loans for initial set-up of ITES-BPO operations.

Provision for subsidy on fixed capital investment and duty=free import of capital equipment.

Provision for accelerated depreciation rate allowance for tax saving.

Development of a “single window” serving as an interface for ITES-BPO investment, related 

queries and transactions, and initial set-up procedures.

Identification of ITES-BPO industry as a priority industry to improve efficiency through 

easing of procedures and availability of loans.

Reduced turnaround time for clearance of business proposals envisaging large-scale 

employment within a specified time frame.

Expedited processing of visas and work permits for ITES-BPO industry personnel.

Eased process and procedures for patent filing and registration.

Development of appropriate laws and measures for penalizing infringement of patents and other 

intellectual property instruments.

Adoption of globally recognized security and data protection standards for the ITES-BPO industry.

Specific initiatives to create awareness among industry professionals and other stakeholders 

about security and privacy issues.

Regular monitoring and improved data protection and security programs

Provision for development of social infrastructure in economic zones identified for 

development of ITES-BPO industry.

Sources: Ministry of Planning and National Development 2005; NCIT 2006. 
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Table D.18

Suitable Segments for ITES-BPO in Maldives

Potential Opportunity Areas

Based on the advantages presented by Maldives across 

the ITES-BPO locations drivers, potential opportunity 

areas within the ITES-BPO industry in the long term are 

discussed are as follows (see table D.18):

• Customer support, sales and marketing, and 

tourism-related document management: The 

primary economic industry, tourism, employs 

most of the country's workforce and is the 

preferred industry for the young population in 

Maldives. The government plans to continue 

developing its tourism industry, along with 

industries such as fisheries, logistics, and ports.

Any ITES-BPO industry development in the long term should exploit growth within the focus industries 

defined above. Within the travel and hospitality industry, Maldives can consider customer service centers for 

international hotel chains and airlines as well as back-office document management and billing for travel 

operators. Additionally, the country can target back-office processes for logistics and supply chain 

management.

Total population (millions) 27.64

Population ages 15–64 years 

(percent of total population) 57.8%

Population ages 15–64 years 

(millions) 15.98

Labor force participation (percent 

of population ages 15–64 years) 66.3%

Total land area (sq km) 147,180

Literacy rate 48.6%

Unemployment rate 42.0%

Female participation in 

labor force 40.0%

Sources: CIA 2007b; World Bank 2006.

Nepal

Nepal is a landlocked country lying between India and 

the Tibetan autonomous region of China. The country is 

separated from Bhutan by the Indian state of Sikkim and 

from Bangladesh by a small strip of the Indian state of 

West Bengal. 

Prior to 2008, Nepal was a kingdom and the only nation 

with Hinduism as its official religion. On May 28, 2008, 

the 240-year-old monarchy was abolished, and Nepal 

was declared a secular, federal, democratic republic.

With a growth rate of 2.1 percent over the past year, the 

population of Nepal now stands at 27.64 million. Nepal 

has a high working-age population, making up about 

57.8 percent of the total population

Location Assessment

 The following sections comprise an assessment of Nepal on the four location assessment drivers – talent, 

infrastructure, environment and clusters. 

Table D.19

Key Demographics of Nepal
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Secondary school enrollment rate 45.7%

Number of secondary school 

enrollments 1,983,561

Tertiary enrollment rate 5.6%

Total tertiary enrollments 147,123

Current IT-ITES workforce 200

Percentage of population 

speaking English 6.0%

Sources: UNESCO 2007; author's calculation.

Talent Driver

 Talent Availability

The secondary enrollment rate in Nepal is 45.7 

percent, and the tertiary enrollment rate is as low as 

5.6 percent (World Economic Forum 2008). See table 

D.20. One of the key reasons for this low rate of 

tertiary enrollment is the lack of options for students 

after their secondary education. Many migrate to 

other countries to pursue higher education, while 

some join the local workforce. 

T h e  h i g h  r a t e  o f  u n e m p l o y m e n t  a n d  

underemployment in the country has resulted in 

significant numbers of Nepalese citizens moving to countries such as India and Malaysia in search of work. 

There has not been much emphasis placed on IT education in schools in the past. Only recently have private 

institutes been established that offer courses in basic computing and related subjects. However, despite the 

absence of a significant formal training infrastructure, industry experts stated that basic IT use and 

penetration was high among the youth. Given the nascent nature of the industry, currently only about 200 

people are employed in the ITES-BPO industry in Nepal (author interview with staff from CAN, 

Kathmandu, May 2008. Interviewees requested to remain unnamed).

Talent Quality

The language of instruction in most schools is English, which is a significant advantage for the development 

of the ITES-BPO industry. In fact, according to industry players, the talent of Nepal is already targeted for 

recruitment by Indian outsourcers, especially for voice processes.

Nepal has made recent progress in developing higher education infrastructure. Not only have some private 

universities opened, several public universities have emerged: Kathmandu University, Pokhara University, 

and Purbanchal University. 

With the establishment of these universities, a variety of courses that were not previously available in Nepal 

have been introduced. Courses specific to the IT industry are also being offered by these universities. At least 

10 percent of the engineering talent produced by Nepal is considered to meet international standards (author 

interview with staff from Nepasoft, Kathmandu, May 2008. Interviewees requested to remain unnamed).

Talent Cost

Nepal offers significant cost advantages in comparison with developed locations. The average annual salary 

for an entry-level employee in an ITES-BPO company is approximately US$2,100 (World Economic Forum 

2008).

Table D.20

Talent Driver in Nepal
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Infrastructure Driver

Real Estate

There is a technology park in Kathmandu, approximately 27 kilometers from the city center. However, 

because of the nascent state of the industry and the distance from the city, the technology park has not been 

successful. Within the city limits, there is limited availability of quality commercial space infrastructure.

The low cost of commercial real estate in Nepal, however, is a significant advantage, estimated at US$1.20 per 

square foot per month (interview with staff from the ITPF, May 2008. Interviewees requested to remain 

unnamed). 

Sources: ITU 2007; World Bank 2006; 

               World Economic Forum 2008.

Telecommunications

The total bandwidth currently available in Nepal is 

estimated to be 200 Mbps. See table D.21. This will 

need to be scaled up as the country targets increased 

activity in the ITES-BPO industry. However, given 

that Nepal is a landlocked country, this is a significant 

challenge. 

The cost of a 2 Mbps leased line is relatively low, at 

US$1,000 per month (author interview with staff from 

the Nepal Telecommunications Authority, 

Kathmandu, May 2008. Interviewees requested to 

remain unnamed). However, the hilly terrain of the 

country results in varying costs of a leased line, 

especially outside of the Kathmandu valley. 

The government has adopted regulations for VoIP. 

However, currently VoIP is not allowed to terminate 

on PSTN lines. This regulation is a major roadblock in 

the development of the ITES-BPO industry in Nepal, especially for call centers.

Power

The total electricity consumption in Nepal (1.86 billion KWh) is lower than the total generation (2.39 billion 

KWh) (Energy Information Administration 2008). However, because of power transmission losses, the 

electricity supply in not very reliable. Many parts of the country, including the main business centers of 

Kathmandu and Pokhara, face frequent power outages.

Connectivity

An active tourism industry in the country has resulted in significant investments for improving connectivity 

of Nepal with other countries. Airports operate in 44 out of 75 districts and include domestic airports in 

remote areas that link up with the international airport in Kathmandu. This international airport connects 

Table D.21

Infrastructure Driver in Nepal

Tele density (number of telephone 

lines per 100) 1.8

Quality of telephone infrastructure 

(scale of 1–7) 4.3

Cost of 2 Mbps leased line (USD) 

per month 1,000

Total bandwidth availability 

(Mbps) 200

Quality of air transport 

infrastructure (scale of 1–7) 3.4

Air transport, passengers carried 

per year 509,792

Air transport, registered carrier 

departures worldwide per year 6,920
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Nepal with Europe and South and East Asia. Nepal has also adopted an open-sky policy, allowing private 

airlines to operate domestic and international services.

Although the country has made progress in connecting Nepal with other countries through the air, Nepal's 

total road network and density is the lowest in the region, with only 43 percent of the population having 

access to all-weather roads (Nepal Transport Sector 2007). Road connectivity issues combined with high 

transport costs are major impediments to Nepal's overall development.

GDP per capita 

(USD GDP/PPP), 2008 1,243.8

GDP growth 3.0%

Services as a percent of GDP 49.0%

Inflation rate 

(consumer prices, 2008) 8.6%

Exports as a percent of GDP 14.0%

Propensity of natural disasters Medium

Sources: IMF 2008; UNDP 2007–08; World Bank 2006.

Environment Driver 

Macroeconomic Environment

Nepal is a developing country, and agriculture is the 

m a i n s t a y  o f  i t s  e c o n o m y ,  f o l l o w e d  b y  

manufacturing, trade, and tourism. Its GDP at 

purchasing power parity is US$29,040 million for 

2007, registering a growth of 3 percent over 2006 

(IMF 2008). See table D.22.

Nepal's recent efforts to expand into manufacturing 

industries and other technological sectors have been 

successful. Approximately half (49 percent) of the 

GDP is generated through the service sector (World 

Bank 2006), with tourism as the predominant industry. The primary sources of foreign currency earnings 

include merchandise export, services, tourism, and Gurkha remittances.

Business Environment

While Nepal lags most South Asian countries in terms of doing business, the country ranks favorably when 

compared with Bhutan and India. Because of its rigid labor laws, Nepal ranks lowest among the comparator 

countries in terms of ease of employing workers. Additionally, complying with building requirements takes 

the most time in Nepal (424 days) in comparison with other South Asian countries (World Bank 2007–08).

Recognizing the importance of ICT-led development, the government created a High-Level Commission for 

Information Technology (HLC-IT). Nepal's prime minister is the HLC-IT chairman, which allows the 

commission to provide crucial strategic direction and formulate appropriate policy responses. The HLC-IT 

would harness technology to meet key developmental challenges including governance reform and 

catalyzing economic growth for poverty reduction (HLC-IT).

Additionally, the government of Nepal introduced its IT Policy 2000, aimed at placing Nepal among the top 

players on the global IT map. The objectives of this policy include increasing employment opportunities and 

creating knowledge-based industries. However, given the overall political change under way in the country, 

there has been limited impact of the policy on development of the industry. As part of its mandate, the HLC-

IT is required to oversee the implementation of the national IT policy. 

Table D.22

Environment Driver in Nepal
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With the aim of disseminating IT knowledge, Internet access has been provided to the educational segment. 

The government has also initiated computer training to create skilled ICT manpower for the industry.

Geopolitical Environment

Nepal is geologically young and still evolving. Landslides and deep and shallow earthquakes are common 

and frequent. Given its mountainous topography and summer monsoons, regular floods and flood- and 

earthquake-triggered landslides are also quite common. However, businesses in main centers of activity 

such as Kathmandu and Pokhara are not seriously affected.

In April 2008, the monarchy was overthrown and democracy was established in the country. This ongoing 

political turmoil has deterred businesses from establishing a base in Nepal. The country needs to actively 

promote investment to combat the negative perception engendered by the political instability.

Clusters Driver

Industry Bodies

Computer Association of Nepal (CAN): CAN is an autonomous, nonpolitical, nonpartisan, not-for-profit, 

service-oriented organization. CAN was formed when a group of professionals, specialists, manufacturers, 

institutions, and related computer and IT organizations within the country came together with a goal of 

developing the IT-ITES industry in Nepal (CAN 2008). 

CAN's main objectives are to assist in the utilization, enhancement, and promotion of computer and 

information technology within the country and to develop strategies to meet the necessary requirements for 

the development of computer science literacy and skills. The association also organizes IT events and 

exhibitions in which Nepal's IT companies can showcase their products and services. CAN Softech is an 

annual event for exhibition of software solutions by Nepalese companies to prospects from different 

countries. These exhibitions provide entrepreneurial opportunities to people in Nepal.

IT Professional Forum (ITPF): ITPF is a group of IT experts in private, semi government, academic, and 

financial institutions in Nepal with different areas of specialization (Business Incubation Initiative in Nepal 

2008).

ITPF is focused on building capacity and promoting ICT in the country through distinct activities. 

Narrowing the digital divide, transforming business and society through ICT, quality certifications in ICT, 

formulation of conducive ICT policy, and enhancing the environment for economic growth through ICT are 

some of the areas of intervention for the ITPF.

Specialized Institutions

With government encouragement, the private sector has been active in areas such as Internet services, cyber 

cafes, training institutions, hardware and related equipment assembly, software development, Web design, 

and export of IT and IT-enabled services. 

Nepal has a large number IT training institutions across the country. This has led to a high penetration of 

basic IT skills among Nepalese youth.
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Venture Capital Availability

Currently, only limited venture capital is available in Nepal. In future, promotion of venture capital funds 

may be important to assist initial set-ups within the country's ITES-BPO industry.

Policy Assessment

Policy initiatives that have been proposed or implemented so far by Nepal are highlighted below (NITC 

2000). Key strengths and development areas are presented in graphic form in table D.23.

Talent Driver

Education and Training 

? Computer education included in the school curriculum, with a broad scope.

?• Launch of a long-term program to have computer education taught as an optional subject in some 

public secondary schools and be made a compulsory subject in phases.

?• Computer knowledge to be made a compulsory criterion for new recruits within the teaching 

profession in phases.

?• Provision of Internet facility free of cost to universities and public schools for four hours a day.

?• Introduction of scholarships to the public and private sector technicians and poor and deserving 

students for higher studies in IT.

?• Encouragement of the private sector to prepare manpower for IT through assistance in setting up 

training institutes and research and development activities.

?• Assistance to education institutions for training in IT-related fields; provision of the necessary 

facilities to the universities for providing IT-related education.

?• Launch of a public awareness campaign on the utility of IT through the electronic media.

Infrastructure Driver

Real Estate, Economic Zones, and Technology Parks

4  ?• Development of a technology park in Kathmandu.

Telecommunications

?• Proposed development of telecommunications infrastructure to grow the industry. 

? Regulation for VoIP.

?• Availability of telecommunications services needed by the IT and ITES-BPO industry.

•

4 Because the park is approximately 27 kilometers from the city center, it has not been successful thus far.
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Power

? Provision of the necessary power supply for the requirements of IT and ITES-BPO industry players.

?• Use of solar power in places where electricity service may not be available to develop the IT industry. 

Environment Driver

Industry and Labor Law Provisions

?• Identification of IT and ITES-BPO industry services as “essential services” to ensure 24-hour 

operations.

Fiscal Incentives

?• Companies with operations in the IT park to be charged only 1 percent customs duty for the import of 

capital equipment for up to five years.

?• Direct depreciation of software for the purposes of income tax, and accelerated depreciation of IT-

related equipment for two years.

?• In cases when an investment has been made in foreign currency as either a loan or share capital 

required to build and operate infrastructure, permission for the investor to repatriate the principal 

and interest of the loan and dividends in accordance with the prevailing laws.

?• Incentive for the foreign currency earned from exporting IT and ITES-BPO industry services on a par 

with incentives provided to other export-oriented industries.

Non fiscal Incentives

?• Allowance for 100 percent foreign investment in areas such as development of IT parks, research and 

development, technology transfer, and human resource development.

Intellectual Property Protection

?• Proposed protection of intellectual property rights through the formulation of laws relating to IT 

development.

•
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Nepal

Key Policy Initiatives Stren
gths

Dev. 
Areas

Development of a government fund at the national level for talent and skills development.

Introduction of basic IT courses in primary/ secondary education and specialized courses 

in colleges in line with ITES-BPO industry needs.

Introduction of English as a mandatory medium of education or as a primary subject 

combined with efforts promoting spoken English from primary school level.

Provision of IT-related equipment (computers, software) for free or at subsidized rates to 

the education institutions.

Development of a national accreditation board for the ITES-BPO industry to ensure 

standardized IT and ITES-BPO curriculum.

Development of national assessment and certification standard for ITES-BPO industry.

Provision of incentives such as lower land-acquisition costs and initial set-up subsidies to 

institutes offering ITES-BPO training.

Provision of training subsidies for students and employees undergoing ITES-BPO training.

Provision of space and IT-related equipment for training to ITES-BPO companies by the 

government.

Enabling IT awareness through provision of free or public use Internet kiosks, thereby 

reducing the urban-rural divide.

Identification of areas for development of economic zones that can be developed on a PPP 

model, with the government providing the necessary space and the private players 

involved in developing and maintaining it.

Development of technology parks with ready-to-occupy office facilities.

Provision of incentives—including land allotment and rebates on tax and land acquisition 

prices—to ITES-BPO players and infrastructure service providers located outside of 

economic zones and tech parks.

Establishment of ICT incubator facilities providing necessary support infrastructure and 

advisory services to ITES-BPO start-ups.

Development of high-speed, world-class telecommunication links through presence of 

multiple telecom service providers.

Provision of high-speed Internet connectivity throughout the country by encouraging both 

domestic and international players to provide adequate bandwidth and redundancy.

Assurance of minimum service level agreements (SLAs) and regulation of prices in line 

with prevailing international prices.

Augmentation of the existing power infrastructure, if required, for provision of 

uninterrupted power supply.

Exemption from statutory power cuts or load shedding for ITES-BPO establishments.

Table D.23

Key Strengths and Development Areas across the Policy Initiatives for Nepal
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Source: NITC 2000.

Nepal

Key Policy Initiatives Stren
gths

Dev. 
Areas

Development of adequate infrastructure for both domestic and international air 

connectivity.

Good road networks and public transportation facilities with adequate capacity and 

frequency.

Assurance that all ITES-BPO establishments comply with relevant security measures for 

transportation provided to employees working on different shifts and in particular those 

relating to women employees.

Classification of ITES-BPO industry as “essential or public utility services,” enabling 

24×7×365 operations for ITES-BPO companies.  

Flexibility with respect to both weekly and national holidays for ITES-BPO employees in 

compliance with labor laws.

Provision for women employees to work on night shifts and ensuring their safety.

Simplified procedures relating to hiring and firing of ITES-BPO industry employees.

Relaxation of laws relating to labor unions for the ITES-BPO industry.

Relaxation of specific labor laws and regulations, including allowance for self-certification 

under Employees Provident Fund Act and Payment of Bonus Act.

Provision of tax holidays for specific number of years and exemption/rebate on other taxes, 

including property tax.

Provision of subsidies on interest on loans for initial set-up of ITES-BPO operations.

Provision for subsidy on fixed capital investment and duty-free import of capital equipment.

Provision for accelerated depreciation rate allowance for tax saving.

Development of a “single window” serving as an interface for ITES-BPO investment-related 

queries and transactions and initial set-up procedures.

Identification of ITES-BPO industry as a priority industry to improve efficiency through 

easing of procedures and availability of loans.

Reduced turnaround time for clearance of business proposals envisaging large-scale 

employment within a specified time frame.

Expedited processing of visas and work permits for ITES-BPO industry personnel.

Eased process and procedures for patent filing and registration.

Development of appropriate laws and measures for penalizing infringement of patents and 

other intellectual property instruments.

Adoption of globally recognized security and data protection standards for the ITES-BPO 

industry

Specific initiatives to create awareness among industry professionals and other stakeholders 

about security and privacy issues.

Regular monitoring and improved data protection and security programs

Provision for development of social infrastructure in economic zones identified for 

development of ITES-BPO industry.

Source: NITC 2000.
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Table D.24

Suitable Segments for ITES-BPO in Nepal

Potential Opportunity Areas

Given the advantages presented by Nepal across the 

ITES-BPO location drivers, the country should focus on 

the segments outlined below (see table D.24).

Segments that Nepal can tap in the near term include the 

following:

• GIS: This segment is one of the most prevalent 

segments in Nepal at present. Given the sound 

technical ability of Nepalese talent, MNCs such 

as Leica Geosystems Geospatial Imaging have 

set up GIS establishments in Nepal. However, 

Nepal should leverage its existing relationships 

to extract more business opportunities within 

this space.

•

segments in Nepal. The country can continue to strengthen its presence and build its dominance in 

these areas.

Nepal can also tap into additional segments for long-term development. As Nepal promotes itself as a tourist 

destination, it can target customer support operations within the tourism industry in addition to telecom and 

technology. The country can also focus on technical support services in the long term.

Nepal can also seek assistance from India in developing and rationalizing processes to achieve operational 

expertise, and knowledge. Additionally, Nepal should leverage its existing relationships with Japan (for GIS) 

Animation, graphic, and Web design: There is significant work already undertaken within these 

Total population (millions) 159

Population ages 15–64 years 

(percent of total population) 59.7%

Population ages 15–64 years  

(millions) 94.92

Labor force participation (percent 

of population ages 15–64 years) 60.7%

Total land area (sq km) 796,100

Literacy rate 49.9%

Unemployment rate 7.5%

Female participation in labor force 26.0%

Sources: CIA 2007b; World Bank 2006.

Pakistan

Pakistan is the only South Asian country having 

boundaries with countries in both Central Asia and the 

Middle East. It has a long coastline along the Arabian 

Sea in the south and is bordered by Afghanistan and 

Iran in the west. Pakistan also borders India in the east 

and China in the far northeast.

Pakistan has the world's sixth largest population and 

the second largest Muslim population (after Indonesia). 

Table D.25

Key Demographics of Pakistan

and build relationships with large Indian offshorers 

looking to subcontract work in the identified segments 

to relatively lower cost locations. 
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The population, with a growth rate of about 1.8 percent over last year, currently stands at 159 million. The 

working age population is 95 million, with 60.7 percent participation in the labor force.

Location Assessment

 The following sections comprise an assessment of Pakistan on the four location assessment drivers – talent, 

infrastructure, environment and clusters. 

Secondary school enrollment rate 26.9%

Number of secondary school 

enrollments 7,244,911

Tertiary enrollment rate 3.2%

Total tertiary enrollments 782,621

Current IT-ITES workforce` 15,000

Percentage of population 

speaking English 11.0%

Sources: UNESCO 2007; author's calculation.

Talent Driver

Talent Availability

Pakistan has a secondary school enrollment rate of 

26.9 percent (World Bank 2006) and a much lower 

tertiary enrollment rate of 3.2 percent (World 

Economic Forum 2008). See table D.26.

Pakistan's key strength is its large pool of 

accountants, engineers, and bankers who can be 

employed in the ITES-BPO industry with minimal 

training. Most students opt for commerce subjects 

(finance and accounting) after their secondary 

education. As a result, the ITES-BPO segment of 

finance and accounting outsourcing has gained prominence in the country.

However, good-quality talent often leaves the country because of the lack of suitable employment 

opportunities in Pakistan. A significant number of students also migrate to locations such as the United 

States or Europe for higher education.

Many industry incumbents have noted that finding middle management talent for the ITES-BPO industry is 

a challenge in Pakistan. At present there is a dearth of qualified supervisors and managers. This talent is 

currently being recruited from international markets, but this is unlikely to be a sustainable growth strategy 

as expatriate talent is often highly transient.

Approximately 15,000 people are engaged in the software and ITES exports industry (PASHA 2007). 

Talent Quality

Not all education institutions in Pakistan encourage English as the language of instruction. Although English 

is a second or third language for a large portion of Pakistan's population, substantial training is required to 

correct the grammar and neutralize the accent for entry-level employees to bring them up to international 

standards. Industry leaders estimate that only 15–20 percent of the existing talent pool is employable in the 

ITES-BPO industry without any training (authors' telephonic interview with staff from Astra Netcom India 

Pvt Ltd., Delhi, May 2008. Interviewees requested to remain unnamed). Interviewees requested to remain 

unnamed). Consequently, several large companies have set up their own training institutes to train new hires 

in the English language before putting them onto actual processes.

Table D.26

Talent Driver of Pakistan
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Talent Cost

Pakistan offers a significant cost advantage compared with a developed location such as India, but it is not as 

competitive as some of the other South Asian countries such as Bangladesh, Bhutan, and Nepal. The average 

annual salary for an entry-level employee in the ITES-BPO industry is approximately US$2,700 (authors' 

telephonic interview with staff from NDC-BPO, May 2008. Interviewees requested to remain unnamed). 

Infrastructure Driver

Real Estate 

The government has invested in setting up 11 technology parks through a PPP model to provide quality 

infrastructure and real-time connectivity for the IT and ITES-BPO industry in the country.

Three software technology parks have been set up in Lahore, Karachi, and Islamabad, each on a build-

operate-transfer model. The parks will offer a total of 4million to 5 million square feet of floor space for the IT 

and ITES-BPO industry (PSEB 2005).

Teledensity (number of 

telephone lines per 100) 3.4

Quality of telephone 

infrastructure (scale of 1–7) 5.3

Cost of 2 Mbps leased line (US$) 

per month 1,120

Total bandwidth availability 

(Mbps) 11,500

Quality of air transport 

infrastructure (scale of 1–7) 4.2

Air transport, passengers carried 

per year 5,714,831

Air transport, registered carrier 

departures worldwide per year 51,296

Sources: ITU 2007, World Bank 2006, 

               World Economic Forum 2008.

Average rentals for ITES-BPO organizations are 

estimated at US$0.80 per square feet per month 

(interview with NDC-BPO, May 2008), which is 

highly competitive within the region.

Telecommunications

Telecom connectivity is relatively cost effective. See 

table D.27. Three fiber-optic undersea cables provide 

links to Asia, the Middle East, Europe, and the land 

network in Pakistan, with a total bandwidth of 11.5 

Gbps (PSEB 2005). Additionally, a cable from 

Amritsar to Lahore through the Wagah border is 

expected to be functional soon. 

Several modes of connectivity are readily available in 

the country including digital cross connect (DXX), 

integrated services digital network (ISDN), fiber 

optic, digital subscriber line (DSL), asymmetric 

digital subscriber line (ADSL), and rooftop very 

small aperture terminal (VSAT). Rooftop VSAT connections are allowed to be full duplex (PSEB 2005).

The government has lowered the cost of a 2 Mbps line to US$1,120 per month (authors' telephonic interview 

with staff from NDC-BPO, May 2008. Interviewees requested to remain unnamed). However, industry 

officials expect the cost to further drop to increase penetration. Privatization of the telecom industry has 

resulted in improved services and lower costs. VoIP has been legalized in the country. However, VoIP calls 

are allowed to terminate in PSTN only for licensed users.

Table D.27

Infrastructure Driver in Pakistan
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In spite of several government initiatives, Pakistan continues to face issues relating to office space and IP 

connectivity.

Power

Frequent power outages have been an area of concern. Large companies use power generators as back-up, 

but small and medium enterprises tend to suffer and incur business losses.

Connectivity

There are more than 35 operational airports in the country. Karachi is Pakistan's main airport, but significant 

levels of both domestic and international transport are also handled at Islamabad and Lahore. Pakistan 

International Airlines, the major public sector airline, carries approximately 70 percent of domestic 

passengers and almost all domestic freight traffic. The country has good connectivity with the Middle 

Eastern, European, and other South Asian countries.

Environment Driver

Macroeconomic Environment

Pakistan's economic structure has changed over time 

from an agriculture-dominant economy to a strong 

services-based economy. Agriculture currently 

accounts for only approximately 20 percent of the 

GDP, while more than half of GDP (53 percent) is 

generated by the services sector, with wholesale and 

retail trade constituting 30 percent of the GDP. See 

table D.28.

GDP at purchasing power parity stood at US$408,958 

million for 2007, a growth of 7 percent over the 

Sources: IMF 2008, UNDP 2007–08, World Bank 2006.

previous year (IMF 2008). However, the economy of Pakistan has experienced relatively low levels of foreign 

investment, owing to decades of political instability and a costly and ongoing confrontation with its 

neighbor, India. 

Business Environment

Pakistan is considered highly favorable for doing business. The average time required to start a business in 

Pakistan is 24 days, as compared with an average of 47 days for South Asia region (World Bank 2007–08). 

The government has instituted the Pakistan Software Export Board (PSEB), a government-owned, limited 

company with a mandate to promote Pakistan's IT and ITES-BPO industry. Its board of directors has 

representatives from the government, industry associations, and the private sector.

The government of Pakistan has also introduced an IT policy for infrastructure development, IP connectivity 

improvement, cost reduction, tax exemptions, certifications, and so forth.

Table D.28

Environment Driver in Pakistan

GDP per capita 

(USD, GDP/PPP), 2008 2,754.3

GDP growth 7.0%

Services as a percent of GDP 53.0%

Inflation rate 

(consumer prices, 2008) 6.9%

Exports as a percent of GDP 15.0%

Propensity of natural disasters Medium
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Geopolitical Environment

From a geological perspective, Pakistan scores quite favorably. The country has a relatively low propensity 

toward natural hazards, with occasional floods and earthquakes (CIA World Factbook 2008). However, one 

of the most significant concerns for ITES-BPO players in Pakistan is the negative perception of the country 

because of political instability as well as recent terrorist-linked incidents. ITES-BPO organizations from 

other countries are hesitant to invest in Pakistan on this account. 

Clusters Driver

Industry Associations

Pakistan Software Houses Association (PASHA): PASHA is the representative body for the IT and ITES 

companies, specifically for software houses. It looks after the legal aspects related to the industry, tax breaks, 

and incentives for organizations and professionals in the IT industry. It regularly conducts job fairs, 

seminars, and talent exhibitions to meet the ever-increasing talent requirements of the industry (PASHA 

2008). 

Association of Call Centers Operators (ACCO): ACCO is an independent, not-for-profit organization with 

support from the private and public sectors. It was formed in 2004 to assist new entrants and existing call 

centers and BPO companies with grievances, obtain information and news, and gain resources and contracts 

(ACCO).

These associations play a proactive role in representing Pakistan's ITES-BPO industry in global forums and 

events. Additionally, these associations have also become the voice of the domestic industry and therefore 

seek to collaborate with government bodies such as the PSEB in implementing policy, human capital 

development, and infrastructure development initiatives.

Specialized Institutions

Although several IT training institutes operate in Pakistan, there does not appear to be an organized 

infrastructure for ITES-BPO training. Most organizations in Pakistan currently conduct training programs 

in-house and, in fact, recruit trainers from global markets, especially India. The need for better training 

infrastructure and experienced trainers has been cited as a key requirement by ITES-BPO organizations in 

Pakistan.

Venture Capital Availability

Pakistan attracts investors largely from among its Diaspora, which is increasingly realizing the country's 

potential as an ITES-BPO destination. Some private Indian investors who view Pakistan as the next large 

ITES-BPO destination in the South Asia region have also been investing in Pakistan (authors' telephonic 

interview with staff from the Computer Society of Pakistan, May 2008. Interviewees requested to remain 

unnamed). However, for legal reasons, such investments from India need to be routed through a financial 

center like Dubai. 
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Policy Assessment

Policy initiatives that have been proposed or implemented so far by Pakistan are highlighted below (IT and 

Telecommunications Division 2000). Key strengths and development areas are presented in graphic form in 

box D.29.

Talent Driver 

Education and Training

•? Development of a brief working document by the IT Steering committee on education, HR 

development, and training. However, a more comprehensive plan for education and HR 

development in IT is to be developed to meet the requirements.

•? Proposed establishment of an HR development fund by the IT Division. This fund will be used to 

expand and improve the quality of IT education, strengthen existing IT education institutions, 

upgrade IT infrastructure, attract visiting faculty of international repute, provide student 

scholarships, and develop links with foreign universities and global IT firms. Apart from the 

government funds, financing through the expatriate community, international agencies, and global 

IT firms would be mobilized.

?• Inclusion of a compulsory, modern computer literacy module in the matriculation curriculum for 

high schools. Making training in the use of IT applications compulsory for all degree courses within 

the next three years.

?• Development of world-class bachelor's, master's, and PhD programs in computer sciences and 

related areas of IT. Development of standardized curriculum and teaching material, using 

international benchmarks for reference.

?• Promotion of four new IT universities and other institutes of international standards. Strengthening 

of existing institutions to establish several centers of excellence. 

?• Proposed establishment of an accreditation council to ensure quality IT education and training. The 

council will be responsible for collecting data on education institutions, rating the institutions, and 

disseminating information about the institutions. The council will also develop the curriculum, 

testing guidelines and services for IT education and training. The council will consist of leading 

academicians and IT experts and will be linked to provincial IT boards.

?• Provision of low-priced computers and Internet connectivity to universities, colleges, and schools 

through a public-private sector initiative.

?• Provision of incentives to foreign and local universities to set up distance learning or resident 

programs in Pakistan.

?• Encouragement of public universities and colleges to collaborate with the private sector in 

conducting training programs during vacations and at other times when the facilities are not in use. 

This will ensure maximum utilization of such facilities. 
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?• Giving provincial IT boards the task of working closely with the IT Division to ensure quality IT 

education, strengthen IT education institutions, develop databases, and establish industry links for 

jobs and internships. 

?• Making participation by rural and poor segments of society in IT education a strategic priority for 

both social and economic development.

?• Establishment of virtual classroom education programs, using online, Internet, and video facilities to 

provide distance learning to more people.

?• Introduction of mandatory IT literacy courses for all levels of civil and military personnel. Making IT 

literacy a prerequisite for induction into Gazetted positions. 

Infrastructure Driver

Real Estate, Economic Zones, and Technology Parks

?• Establishment of IT parks and incubators, equipped with the most modern facilities and incentives, 

to provide a one-stop shop for prospective investors in the IT industry. IT parks should provide 

workspace, utilities, telecom, and other infrastructure facilities of international standard at low costs. 

The private sector should be encouraged to develop such parks and IT incubation centers, and 

projects in Karachi, Lahore, and Islamabad should be expedited. 

?• Full utilization of incentives offered by Export Processing Zone Authority and other industrial zones 

to expedite setting up of IT parks. 

?• Lowering of utility and infrastructure rates for bulk consumers and users located out of ITPs

Telecommunications

?• Announcement of a telecom policy that defines the broad objectives of the government for the 

telecom sector.

?• Deregulation, liberalization, privatization, and the creation of a competitive market to grow the 

telecommunications sector.

?• Expanded connectivity with other countries, using existing and new regional and global satellite and 

optical fiber links.

?• Modernization of the telecom infrastructure to carry broadband access in the backbone and local 

loops.

?• Establishment of a tariff regime for IT industry equal to or less than the charges prevalent in the 

regional and international markets to remain competitive. 

?• Incentives to provide bandwidth for education and software needs.

?• Mandatory SLAs between operators and customers to ensure service quality. 
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Environment Driver 

Industry and Labor Law Provisions

?• Encouragement of training and hiring of women in the IT sector to help reduce unemployment and 

to use this largely untapped human resource. 

?• Encouragement of the use of IT by disabled people to make them more productive in society. 

Fiscal Incentives

?• Extension of existing incentives given to specific sectors of the IT industry to the entire IT industry. 

?• Declaration of IT as an “infrastructure facility.”

?• Redefinition of the “IT industry” to include Internet service providers (ISPs) duly licensed by the 

Pakistan Telecom Authority (PTA); data network operators duly licensed by PTA; software houses 

registered with the PSEB; call centers registered with the Pakistan Telecommunication Company 

Limited (PTCL); IT universities, colleges, and training institutes; system integrators; data network 

designers and developers; IT/software technology parks; data entry operations; medical/legal 

transcription companies; telemedicine centers; manufacturers of IT equipment; research and 

development organizations in the IT field; and Web designing, development, and hosting 

companies.

• Corporate tax exemption for IT and ITES-BPO companies for 15 years.

?• Allowance for 100 percent repatriation of profits for IT and ITES-BPO companies.

?• Allowance for 100 percent foreign equity in the IT and ITES-BPO industry.

• Exemption from any custom duties and tariffs on all imported IT-related equipment. 

?• Provision for a seven-year tax holiday for venture capital funds. 

•? No income tax for software development firms and no sales tax on sales of computer software and 

hardware. 

?• Removal of the tax deduction at source for bandwidth purchase by ISPs, PTCL, and other 

telecommunications service providers.

?• Assistance and provision of incentives to private companies for acquiring ISO/SEI and other 

certification for quality standards for the IT industry (for example, subsidize 50 percent of the costs of 

such activities).

?• Provision of tax concessions for commercial and investment banks on earnings from investments in 

IT ventures. Establishment of a special pool of debt for IT companies.

?• To retain qualified faculty within the country, exemption from income tax for IT faculty at 

universities and institutions.

?• Allowance for 100 percent depreciation for hardware, software, and other equipment in the first year 

of its use in the IT industry.

Regional Collaboration on ITES in South Asia 

126



Table D.29

Key Strengths and Development Areas across the Policy Initiatives for Pakistan

Development of a government fund at the national level for talent and skills development.

Introduction of basic IT courses in primary/ secondary education and specialized courses in 

colleges in line with ITES-BPO industry needs.

Introduction of English as a mandatory medium of education or as a primary subject 

combined with efforts promoting spoken English from primary school level.

Provision of IT-related equipment (computers, software) for free or at subsidized rates to the 

education institutions.

Development of a national accreditation board for the ITES-BPO industry to ensure 

standardized IT and ITES-BPO curriculum.

Development of national assessment and certification standard for ITES-BPO industry.

Provision of incentives such as lower land-acquisition costs and initial set-up subsidies to 

institutes offering ITES-BPO training.

Provision of training subsidies for students and employees undergoing ITES-BPO training.

Provision of space and IT-related equipment for training to ITES-BPO companies by the 

government.

Enabling IT awareness through provision of free or public use Internet kiosks, thereby 

reducing the urban-rural divide.

Pakistan

Key Policy Initiatives Stren
gths

Dev. 
Areas

Nonfiscal Incentives

?• Assurance that all equipment and software tools imported for IT exports are swiftly cleared on a 

priority basis.

?• Proposed assistance for entrepreneurs locally and abroad in obtaining visas and work permits: major 

diplomatic efforts should be made where required.

Intellectual Property Protection

?• Completion of the Digital Signature Act, Intellectual Property and Copyright Act, and the Consumer 

Protection Act.

?• Extension of the Copyright (Amendment) Act of 1992 to cover computer software.

Data Security 

?• Enactment of the Foreign Data Security and Protection Act, a draft of which was developed in 2004. 

(Information is not available regarding the final approval of the act by the Parliament.)
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Source: IT and Telecommunications Division 2000.

Pakistan

Key Policy Initiatives Stren
gths

Dev. 
Areas

Identification of areas for development of economic zones that can be developed on a PPP 

model, with the government providing the necessary space and the private players 

involved in developing and maintaining it.

Development of technology parks with ready-to-occupy office facilities.

Provision of incentives—including land allotment and rebates on tax and land acquisition 

prices—to ITES-BPO players and infrastructure service providers located outside of 

economic zones and tech parks.

Establishment of ICT incubator facilities providing necessary support infrastructure and 

advisory services to ITES-BPO start-ups.

Development of high-speed, world-class telecommunication links through presence of 

multiple telecom service providers.

Provision of high-speed Internet connectivity throughout the country by encouraging both 

domestic and international players to provide adequate bandwidth and redundancy.

Assurance of minimum service level agreements (SLAs) and regulation of prices in line with 

prevailing international prices.

Augmentation of the existing power infrastructure, if required, for provision of 

uninterrupted power supply.

Exemption from statutory power cuts or load shedding for ITES-BPO establishments.

Development of adequate infrastructure for both domestic and international air 

connectivity.

Good road networks and public transportation facilities with adequate capacity and 

frequency.

Assurance that all ITES-BPO establishments comply with relevant security measures for 

transportation provided to employees working on different shifts and in particular those 

relating to women employees.

Classification of ITES-BPO industry as “essential or public utility services,” enabling 

24×7×365 operations for ITES-BPO companies.  

Flexibility with respect to both weekly and national holidays for ITES-BPO employees in 

compliance with labor laws.

Provision for women employees to work on night shifts and ensuring their safety.

Simplified procedures relating to hiring and firing of ITES-BPO industry employees.

Relaxation of laws relating to labor unions for the ITES-BPO industry.

Relaxation of specific labor laws and regulations, including allowance for self-certification 

under Employees Provident Fund Act and Payment of Bonus Act.

Provision of tax holidays for specific number of years and exemption/rebate on other taxes, 

including property tax.

Provision of subsidies on interest on loans for initial set-up of ITES-BPO operations.

In
fr

a
st

ru
ct

u
re

R
e
a
l 
E

st
a
te

Te
le

co
m

m
u

n
ic

at
io

n
s

P
o

w
e
r

C
o

n
n

e
ct

iv
it

y

E
n
v
ir

o
n

m
e
n

t

In
d

u
st

ry
 a

n
d

 L
a
b

o
r 

L
aw

 P
ro

v
is

io
n

s
F

is
ca

l 
In

ce
n

ti
ve

s

Regional Collaboration on ITES in South Asia 

128



Source: IT and Telecommunications Division 2000.

Bangladesh

Key Policy Initiatives
Stren
gths

Dev. 
Areas

Table D.30

Suitable Segments for ITES-BPO in Pakistan
Potential Opportunity Areas

The ITES-BPO industry in Pakistan is relatively more 

developed compared to that of other countries in the South 

Asia region. Given the advantages presented by the 

country across the location drivers, Pakistan should focus 

on the following segments in the near term (see table D.30):

• Customer support and sales and marketing: The 

country should continue developing its customer 

support segment in the near term, given the 

relative ease of developing into a large-scale 

player in this segment. Additionally, the country 

could expand into related segments such as sales 

and marketing amongst others.

?

Provision for subsidy on fixed capital investment and duty-free import of capital 

equipment.

Provision for accelerated depreciation rate allowance for tax saving.

Development of a “single window” serving as an interface for ITES-BPO investment-related 

queries and transactions and initial set-up procedures.

Identification of ITES-BPO industry as a priority industry to improve efficiency through 

easing of procedures and availability of loans.

Reduced turnaround time for clearance of business proposals envisaging large-scale 

employment within a specified time frame.

Expedited processing of visas and work permits for ITES-BPO industry personnel.

Eased process and procedures for patent filing and registration.

Development of appropriate laws and measures for penalizing infringement of patents and 

other intellectual property instruments.

Adoption of globally recognized security and data protection standards for the ITES-BPO 

industry

Specific initiatives to create awareness among industry professionals and other 

stakeholders about security and privacy issues.

Regular monitoring and improved data protection and security programs

Provision for development of social infrastructure in economic zones identified for 

development of ITES-BPO industry.
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Sources: CIA 2007b; ICTA et al. 2007; World Bank 2006.

Sri Lanka

Sri Lanka, known as Ceylon before 1972, is a 

predominantly Buddhist island nation in South Asia, 

located south of India. The total population of the 

island nation is 19.88 million, with nearly 70 percent 

in the 15–64 age group. Sinhalese people form a 

majority of the population, the next largest is the 

Tamil population followed by other smaller 

community groups. 

Compared with other developing nations, Sri Lanka 

has a high literacy rate, more than 90 percent. The 

unemployment rate is 8 percent, with 30 percent 

•

the country is already operating in this segment especially within the financial services sector. The 

industry should strive to gain dominance within this segment over time through diversification into 

other verticals including capital markets and pharmaceuticals. Some of the areas that the country can 

consider in this segment include investment research and analytics, legal process outsourcing, and 

patent-related analytics.

?• Medical transcription: Pakistan should continue to develop its services within the medical 

transcription field. 

Segments that Pakistan can tap in the long term include the following:

?• Customer support and sales and marketing: For increased volume, the industry should expand into 

different verticals. In the near term, Pakistan could focus on predominant industries such as 

banking, insurance, and telecom. In the long term, the country could explore opportunities in 

emerging industries such as capital markets, pharmaceuticals, and manufacturing.

?• Analytics, KPO, and R&D: Pakistan can consider research and analytics, knowledge process 

outsourcing (KPO), and research and development (R&D) as focus segments for the long term. With the 

local talent's bent for analytics, the country can target being a leader in the research and analytics field. 

Pakistan should further strengthen its current operations within the KPO segment. The country has enjoyed 

significant growth especially in the financial services domain within the KPO segment, but the ITES-BPO 

industry should further diversify into other industries and functions within the KPO segment, given the 

availability of talent with varied skill sets.

Additionally, the country should consider research and development operations within such industries as 

technology, pharmaceuticals, and automobiles in the long term.

? Finance and accounting: With Pakistan's large pool of quality accountants, the ITES-BPO industry in 

Table D.31

Key Demographics of Sri Lanka

Total population (in millions) 19.88

Population ages 15–64 years 

(percentage of total population) 69.7%

Population ages 15–64 years) – 

(in millions) 13.86

Labor force participation 

(% of 15–64 years population) 59.1%

Total land area (sq km) 65,610

Literacy rate 90.7%

Unemployment rate 6.0%

Female participation in labor force 30.0%
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female participation in the labor force. Sri Lanka is well known for the production and export of tea, coffee, 

rubber, and coconuts.

Location Assessment

The following sections comprise an assessment of Sri Lanka on the four location assessment drivers – talent, 

infrastructure, environment and clusters. 

Talent Driver

Talent Availability

Of a population of 19.88 million, the total workforce in 

Sri Lanka is approximately 6.7 million (Board of 

Investment of Sri Lanka 2007), with an average yearly 

growth rate of 1.2 percent.

There is significant focus on education in the Sri 

Lankan population. The government provides free 

education from kindergarten to university. However, 

paradoxically, the growth of the ITES-BPO industry is 

Secondary school enrollment Rate 82.5%

Number of secondary enrollments 2,332,326

Tertiary enrollment rate 11.0%

Total tertiary enrollments 19,500

Current IT-ITES workforce 8,724

Percentage of population 

speaking English 10.0%

Sources: UNESCO 2007, author's calculation.

constrained by the lack of employable youth in the numbers required by the industry, while at the same time 

the unemployment rate among the educated youth in the country exceeds 34 percent (ICTA et al. 2007).

Out of approximately 215,000 students who sit A-level exams, 125,000 students qualify for university entry. 

With limited capacity in the public university system, only 14,500 students can enter to earn a graduate 

qualification every year. This leaves approximately 110,000 students who are qualified and have the 

potential to enter the workforce (ICTA et al. 2007). See table D.32 for more information.

Figure D.2

English Skill Level in Sri Lanka

Source: Author's Calculation

Talent Quality

Sri Lankan talent possesses specific skills that place it 

favorably compared with other locations. One of the key 

strengths of the talent is strong quantitative skills and 

orientation toward finance and accounting. The country is 

home to the second largest number of CIMA qualified 

accountants outside the United Kingdom (approximately 

30,000 fully qualified, with another 40,000 in training) 

(Information and Communication Technology Agency 

2005). This indeed has become the mainstay for the ITES-

BPO industry in the country.

A sizeable proportion of the population is familiar with 

basic English (see figure D.2), but the strong mother-

tongue influence negatively affects the employability of 

talent for the ITES-BPO industry. 

7%

72%

21%

Average Skills

Moderate 
Skills

Advanced 
Skills

Table D.32

Talent Driver in Sri Lanka
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Only 7 percent of the A-level qualifying students have adequate English skills to gain employment 

immediately. An additional 21 percent with moderate skills can be almost immediately employed by the 

ITES-BPO industry, with minimal training to polish their English language and IT skills (ICTA et al. 2007).

Talent Cost

The cost of talent in Sri Lanka is relatively competitive, with average annual salary for an entry-level graduate 

at approximately US$2,228.

Infrastructure Driver

Real Estate

There are few state-of-the-art office buildings in Colombo. Overall, it is relatively difficult to find Grade A 

commercial space for ITES-BPO operations in Sri Lanka.

Office rents are lower in Colombo than in other South Asian capitals, except Bhutan. Rentals for commercial 

space range between US$0.50 and US$0.90 per square foot per month (author interview with the staff of the 

Board of Investment, Colombo, May 2008. Interviewees requested to remain unnamed). 

Telecommunications

According to Board of Investment, Sri Lanka's data stream or the gateway, which consists of 4.2 Mbps lines 

(E1), is controlled by Sri Lanka Telecom. This taps into the international SEA-ME-WE-2&3 submarines optic 

cable with a drop point in the United States, and is connected through key service providers such as AT&T. 

The cost of a 2 Mbps E1 leased line is approximately US$3,387 per month, which is relatively high in 

Teledensity (number of telephone 

lines per 100) 6.0

Quality of telephone infrastructure 

(scale of 1–7) 5.8

Cost of 2 Mbps leased line (USD) 

per month 3,387

Total bandwidth availability 

(Mbps) 310

Quality of air transport 

infrastructure (scale of 1–7) 4.5

Air transport, passengers carried 

per year 3,100,832

Air transport, registered carrier 

departures worldwide per year 20,979

Sources: ITU 2007, World Bank 2006, World Economic Forum 2008.

comparison with other South Asian countries (author 

interview with the staff of the Board of Investment, 

Colombo, May 2008. Interviewees requested to 

remain unnamed). See table D.33.

Power

Sri Lankan firms pay electricity tariffs that are among 

the highest in the world (SASFP, 2005). Moreover, the 

electricity supply is not reliable and has serious 

power outages; companies incur further costs in 

ensuring back-up arrangements.

Connectivity

Air connectivity is relatively good when compared 

with other South Asian countries. There were 

3,100,832 passengers with 20,979 registered carrier 

departures from Sri Lanka in 2006 (World Bank 2006).

Table D.33

Infrastructure Driver
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Environment Driver

Macroeconomic Environment

Sri Lanka has the highest per capita income in the 

South Asia region. Despite the country spending 

more than 4 to 5 percent of its GDP on the war effort 

(Bloomberg, 2008), the economy has recorded a 

growth rate approximating 7 percent in recent years 

(World Bank 2006).

Agriculture employs 31 percent of the working 

population, but it accounts for only about 12 percent 

of GDP. Industry accounts for 28 percent of GDP, 

with manufacturing being the largest industrial 

sector. The services sector is the largest component of GDP at around 60 percent (Nationsencyclopedia 2008), 

with telecom and financial services as prime contributors to the sector. See table D.34.

The Economic Intelligence Unit estimates the inflation rate in Sri Lanka at more than 15 percent, the highest 

among the South Asian countries.  The average inflation rate for the other countries in the region is 7 percent. 

Business Environment

Sri Lanka ranks highest within the region on business parameters such as number of days required for 

starting a business and trading across borders (World Bank 2007–08).

The Information and Communication Technology Agency (ICTA) of Sri Lanka has been set up as the apex 

body for ICT in Sri Lanka reporting directly to the President, who is the Head of State. ICTA has been 

undertaking several successful initiatives towards development and promotion of the Sri Lankan ICT 

industry.

Geopolitical Environment

Sri Lanka experiences weather-related hazards such as localized and seasonal floods, landslides, cyclones, 

and droughts. East and northeastern coastal areas are vulnerable to cyclones, with parts of north-central and 

northwestern areas also subject to occasional cyclone impacts (ADB 2005b). 

The country has also had significant incidents of domestic terrorism. This has remained a significant source 

of concern for foreign investors, including Indian ITES-BPO organizations.

To minimize risk for foreign investors, companies in Sri Lanka offer business continuity plans. Many ITES 

companies have multiple sites, some of which are ready to move in the event of any adversity. Sri Lankan 

ITES-BPO companies offer disaster recovery and business continuity solutions that account for 

approximately 10 percent of all ITES-BPO offerings.

Postscript: The three decade long civil unrest in the country has just come to an end & if sustained, this can 

bring new opportunity for all sectors of the economy in Sri Lanka.

GDP per capita 

(USD, GDP/PPP), 2008 4,393.3

GDP growth 7.0%

Services as a percent of GDP 56.0%

Inflation rate 

(consumer prices, 2008) 15.6%

Exports as a percent of GDP 32.0%

Propensity of natural disasters High

Sources: IMF 2008; UNDP 2007–08; World Bank 2006

Table D.34

Environment Driver in Sri Lanka
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Clusters Driver

Industry Bodies

Several industry bodies are involved in the development of the ITES-BPO industry in Sri Lanka. It is likely 

that a neutral, independent industry body, on the lines of NASSCOM, will be set up in the next few months to 

help promote and develop the Sri Lanka ITES-BPO industry. Other prominent industry bodies are described 

below:

Information and Communication Technology Agency (ICTA): ICTA is the apex body for the ICT industry in 

Sri Lanka. ICTA is responsible for promoting and developing Sri Lanka's IT and ITES-BPO industry. ICTA 

has been undertaking several initiatives including building an enabling environment, developing talent, 

developing the information infrastructure, and promoting e-governance & developing a cyber citizenry in 

the country.

IT Enabled Services Association of Sri Lanka (ITESA): Conceived in October 2004 by ICTA, ITESA is the 

primary body for the ITES-BPO industry in Sri Lanka. Its membership currently stands at 18 service 

exporting companies. 

Sri Lanka Association for the Software Industry (SLASI): SLASI is the national representative for the 

country's local software industry. The association was established in 1992 with the support of the Sri Lanka 

Export Development Board (EDB) and the Council for Information Technology (CINTEC). 

Software Exporters Association (SEA): In December 1999, the SEA was formed under the patronage of the Sri 

Lanka EDB and the Board of Investment with the principal objectives of increasing software export earnings, 

driving growth through cooperative effort in marketing software and services, and attracting new 

investments to the IT industry in Sri Lanka.

Specialized Institutions

Several training institutions are present in Sri Lanka. In addition to the local training institutes, well-known 

Indian training institutions such as NIIT are also present in the country. 

The government has realized that to promote the industry, it is important to benchmark the skills against 

global standards to ensure alignment of skills of the talent pool with industry expectations. This would 

improve significantly the employability of the targeted workforce. 

Thus, the government is considering creating a significant short-term focus on English by standardizing the 

English-skills accreditation on an internationally recognized scheme. Training institutions should then 

initiate courses focused on refining the English language skills of the work force, a prerequisite for ITES-BPO 

industry success.

Venture Capital Availability

The Inland Revenue Act formed a venture capital association in 1989 to promote the venture capital industry 

in Sri Lanka. Currently, the seven venture capital companies in the country focus mostly on export-oriented 

manufacturing (Board of Investment of Sri Lanka 2007). However, there are instances of venture capital 
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financing ITES-BPO activity such as Amba Research, an investment research firm financed partly through 

Helion Venture Partners. The ITES-BPO industry can further leverage the existing venture capital 

infrastructure prevalent in Sri Lanka.

Policy Assessment

Policy initiatives that have been proposed or implemented so far by Sri Lanka are highlighted below 

(Department of National Planning 2006; ICTA et al. 2007). Key Strengths and Development Areas are 

presented in graphic form in table D.35.

Talent Driver

Education and Training 

• Proposal to create a government/donor “knowledge economy” fund.

• Proposal for English to be the language of instruction in schools.

• Introduction of basic IT courses in the school curriculum starting in grade 10. Proposal to offer ICT 

courses in grade 3 starting from 2012.

• Provision of adequate IT infrastructure in schools.

• Proposed introduction of national-level certification for ICT for students.

• Proposed establishment of a single-standard English competency program.

• Creation of a graduate conversion program for employment in the IT and ITES-BPO industry.

• Identification of training needs in English, IT and ITES-BPO, and mathematics.

• Proposed incentives to training organizations for offering IT and ITES-BPO training as well as to 

companies for providing on-the-job training (e.g., grant per student employed).

• Provision for ICT development in rural areas through “e-village” programs.

• Declaring 2009 as the year of IT & English with numerous supporting events and government 

patronage.

Infrastructure Driver 

Real Estate, Economic Zones, and Technology Parks

• Export zones and tech parks to be built in collaboration with private players.

• Approval in August 2006 of a PPP to develop an IT park at Malabe.

• Proposed development of technology and business process incubators in collaboration with 

industry, academia, and government.

Telecommunications

• Introduction of a liberalized telecom regime.

• Proposal to reduce telecom and Internet connectivity costs.

• Proposal to ensure that service providers agree on international SLAs with respect to redundancy.
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Connectivity

•

Environment Driver 

Fiscal Incentives

• Proposal for a longer tax holiday period (10–15 years) offered to companies that set up IT and ITES-

BPO operations in the country for export.

• Exemption from the import duty on capital goods.

• Proposed development of a national student loan scheme offering low interest and subsidized 

interest.

• Proposal land, buildings, and tax incentives to foreign universities of repute for setting up in the 

country.

• Provision for additional incentives to institutes that set up centers in less-prominent locations outside 

the Colombo and Gampaha districts. 

Nonfiscal Incentives

• Proposed development of a special window to expedite value-added tax refunds.

• Proposal for unrestricted and duty-free access to imported inputs and required technical services for 

economic zones.

• Proposal to reduce and streamline procedures and documentation for export-related activities.

Intellectual Property Protection

• Proposed copyright measures under the intellectual property regime.

Data Security 

• Proposal for adopting a data-protection Code of Practice through regulations issued under the 

Information and Communications Technology Act of 2003.

• Proposal to develop and implement measures to ensure that Sri Lanka meets the EU Directive on 

Data Protection requirements, and also to promote institutional development for data protection and 

privacy issues. This would help Sri Lanka comply with required legal standards for the development 

of the ITES-BPO industry.

Clusters Driver 

Social Infrastructure

• Proposed development of cluster industries for ITES-BPO in economic zones.

Proposed development of second international airport at Weerawila in the deep south.
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Sri Lanka

Key Policy Initiatives Stren
gths

Dev. 
Areas

Development of a government fund at the national level for talent and skills development.

Introduction of basic IT courses in primary/ secondary education and specialized courses in 

colleges in line with ITES-BPO industry needs.

Introduction of English as a mandatory medium of education or as a primary subject 

combined with efforts promoting spoken English from primary school level.

Provision of IT-related equipment (computers, software) for free or at subsidized rates to the 

education institutions.

Development of a national accreditation board for the ITES-BPO industry to ensure 

standardized IT and ITES-BPO curriculum.

Development of national assessment and certification standard for ITES-BPO industry.

Provision of incentives such as lower land-acquisition costs and initial set-up subsidies to 

institutes offering ITES-BPO training.

Provision of training subsidies for students and employees undergoing ITES-BPO training.

Provision of space and IT-related equipment for training to ITES-BPO companies by the 

government.

Enabling IT awareness through provision of free or public use Internet kiosks, thereby 

reducing the urban-rural divide.

Identification of areas for development of economic zones that can be developed on a PPP 

model, with the government providing the necessary space and the private players involved 

in developing and maintaining it.

Development of technology parks with ready-to-occupy office facilities.

Provision of incentives—including land allotment and rebates on tax and land acquisition 

prices—to ITES-BPO players and infrastructure service providers located outside of 

economic zones and tech parks.

Establishment of ICT incubator facilities providing necessary support infrastructure and 

advisory services to ITES-BPO start-ups.

Development of high-speed, world-class telecommunication links through presence of 

multiple telecom service providers.

Provision of high-speed Internet connectivity throughout the country by encouraging both 

domestic and international players to provide adequate bandwidth and redundancy.

Assurance of minimum service level agreements (SLAs) and regulation of prices in line with 

prevailing international prices.

Augmentation of the existing power infrastructure, if required, for provision of 

uninterrupted power supply and cost of power.

Exemption from statutory power cuts or load shedding for ITES-BPO establishments.

Table D.35

Key Strengths and Development Areas across the Policy Initiatives for Sri Lanka
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Development of adequate infrastructure for both domestic and international air connectivity.

Good road networks and public transportation facilities with adequate capacity and frequency.

Assurance that all ITES-BPO establishments comply with relevant security measures for 

transportation provided to employees working on different shifts and in particular those 

relating to women employees.

Classification of ITES-BPO industry as “essential or public utility services,” enabling 

24×7×365 operations for ITES-BPO companies.  

Flexibility with respect to both weekly and national holidays for ITES-BPO employees in 

compliance with labor laws.

Provision for women employees to work on night shifts and ensuring their safety.

Simplified procedures relating to hiring and firing of ITES-BPO industry employees.

Relaxation of laws relating to labor unions for the ITES-BPO industry.

Relaxation of specific labor laws and regulations, including allowance for self-certification 

under Employees Provident Fund Act and Payment of Bonus Act.

Provision of tax holidays for specific number of years and exemption/rebate on other taxes, 

including property tax.

Provision of subsidies on interest on loans for initial set-up of ITES-BPO operations.

Provision for subsidy on fixed capital investment and duty-free import of capital equipment.

Provision for accelerated depreciation rate allowance for tax saving.

Development of a “single window” serving as an interface for ITES-BPO investment-related 

queries and transactions and initial set-up procedures.

Identification of ITES-BPO industry as a priority industry to improve efficiency through 

easing of procedures and availability of loans.

Reduced turnaround time for clearance of business proposals envisaging large-scale 

employment within a specified time frame.

Expedited processing of visas and work permits for ITES-BPO industry personnel.

Eased process and procedures for patent filing and registration.

Development of appropriate laws and measures for penalizing infringement of patents and 

other intellectual property instruments.

Adoption of globally recognized security and data protection standards for the ITES-BPO 

industry

Specific initiatives to create awareness among industry professionals and other stakeholders 

about security and privacy issues.

Regular monitoring and improved data protection and security programs

Provision for development of social infrastructure in economic zones identified for 

development of ITES-BPO industry.

Sri Lanka

Key Policy Initiatives Stren
gths

Dev. 
Areas

Sources: Department of National Planning 2006; ICTA et al. 2007.
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Table D.36

Suitable Segments for ITES-BPO in Sri Lanka

Potential Opportunity Areas

Sri Lanka is well positioned to source business from 

Western markets by highlighting the success stories of 

several ITES-BPO players, including MNCs. The country 

can also develop investment promotion materials citing 

specific statistics to the outside world such as “Not one 

day of business closure in the last 11 years” to combat the 

negative perception of its political instability.

Given the strengths and development areas across the 

four drivers, Sri Lanka can consider the following key 

segments (see table D.36): 

• Finance and Accounting: Sri Lanka has already 

established its presence in services relating to 

finance and accounting. The country should 

continue to build on this niche and expand its 

basket of services within this segment. Sri Lanka can be developed as a center of excellence over time 

because of the industry's recognized ability within financial processes. Additionally, the country has 

a vibrant financial industry, with nearly 30 banks operating in the domestic market. The ITES-BPO 

industry could explore opportunities to tap the domestic financial services market as well. 

• : The country has begun undertaking finance-related research and analytics, 

such as equity research, and should continue to attract work in this area to move up the value chain. 

Sri Lanka can strive to build dominance within this niche, leveraging the large number of 

accountants available in the country.

• Customer Support: Leveraging the inherent customer orientation of the population, the country can 

consider nonvoice services within the customer support segment. In the near term, the country could 

focus on banking, insurance, and telecom, and in the long term could expand into other verticals. The 

country could also target these segments for the domestic market in the dominant industries such as 

financial services and telecom for both voice and nonvoice services.

In the long term, Sri Lanka should further strengthen its expertise in financial services and related knowledge 

services, including investment research and analytics and legal process outsourcing. The legal-process 

outsourcing segment is expected to grow in both the near and long term. In the current global financial crisis, 

companies are seeking legal assistance in mergers and acquisitions, contract analysis, contract procurement, 

and litigation analysis. The trend is expected to continue in the long term with companies looking to 

outsource such work and focus on their core areas. Sri Lanka should also consider HR-related nonvoice 

services such as payroll and data management. The country has already made significant strides within the 

financial services sector, and it should consider expanding into other verticals in the long term. 

Research and Analytics
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Appendix E – 

Rationale for Growing the Domestic ITES-BPO Markets

The services industry has been a major factor in the development of the countries of South Asia in recent 

years. In most of the countries, except Bhutan, more than half of GDP comes from the services industry. 

However, the service industries evolve over time, and many industries start by serving the needs of the 

domestic market. Once the processes and service delivery mechanisms have been set, they expand into 

foreign markets and thus turn into export industries. A few industries that have seen this trend are listed 

below.

Health Care: In countries such as India, many private health care institutions started in order to serve 

domestic patients better than the government-funded health care institutions could. Over time, these 

institutions have developed their services to match world-class standards and now attract “medical tourists” 

who travel from countries such as Canada, the United Kingdom, and the United States for treatment. Lower 

costs, shorter waiting times for surgery, and at times better facilities attract medical tourists to India. India's 

National Health Policy declares that treatment of foreign patients is legally an "export" and deemed "eligible 

for all fiscal incentives extended to export earnings." Government and private sector studies in India estimate 

that medical tourism could bring between US$1 billion and US$2 billion into the country by 2012 (CBC News 

2004). Reports estimate that medical tourism to India is growing by 30 percent a year. Other countries such as 

the Philippines, Singapore, South Africa, and Thailand are also looking at health care as an opportunity to 

attract export revenue. 

Tourism: Tourism in locations such as Goa in India began by attracting domestic tourists. Bangladesh, 

Maldives, and Nepal initially grew by attracting tourists from neighboring countries. Eventually, the 

destinations began attracting foreigners, and the services offered have kept pace in matching the changing 

needs. This is also evident in related segments like online travel reservations. Initially, online reservation 

providers such as yatra.com and cleartrip.com allowed only Indian citizens to book airline tickets within 

India, but they have now extended their services to include railway reservations and expanded their 

customer base to include foreigners. 

Aviation: Many international carriers like Gulf Air and Emirates were supported by domestic governments 

in their initial years. However, over the years, these carriers have refined their services and have thus begun 

to attract travelers from other countries. 

When one sees the ITES-BPO industries in the South Asian countries in this light, it becomes important for the 

governments of the countries to promote the growth of domestic ITES-BPO in addition to export-oriented 

ITES-BPO. Although cost arbitrage is the key driver for export-oriented ITES-BPO, growing the domestic 

industry poses certain advantages such as lower costs of training and a wider talent pool. Companies serving 

domestic customers need not invest in voice and accent training, geographical familiarity courses, or even 

language courses, and a larger portion of the talent pool is qualified for domestic services.
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However, for the domestic market to grow, other industries in the countries must recognize the distinct 

advantages of outsourcing. Cost arbitrage is irrelevant in domestic ITES-BPO, so the organizations in other 

sectors should be made aware of how outsourcing can increase the net service levels and productivity. For 

example, if a bank outsources its customer support to an external provider, the bank benefits in two ways. 

One, it frees up resources that can concentrate on the core functions of the bank itself. Two, an external 

provider that specializes in customer support would offer better service to the customers of the bank. 

The ITES-BPO industry in each country should emphasize marketing their outsourcing services 

domestically at first. As the examples above demonstrate, in time the domestic ITES-BPO companies can 

improve their product offerings and expand their range of services to meet the needs of international 

customers. A similar trend was seen in ITES-BPO companies that started in India. The American Express 

Financial Center East initially began with a few processes and served only specific geographic areas, like 

Japan and the Asian Pacific. But the parent company quickly realized that the unit offered better service than 

its other units and started Offshoring more complex processes from more countries (Dataquest India 2007). 

In another example, Genpact began as a captive center for General Electric, but grew its customer base to 

include other companies. Eventually, it was spun off as a separate company and is now listed on the New 

York Stock Exchange. On a larger scale, countries such as South Africa started with primarily domestic ITES-

BPO and then broadened their scope to include exports. Thus, growth of the domestic ITES-BPO industry is 

critical to the growth of the industry overall. 
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Figure F.1

Overall Talent Assessment

Source: Author's calculation. 

This section provides a comparative 

assessment of the countries under 

consideration. The relative strengths and 

development areas have been highlighted 

with respect to the four key drivers—talent, 

i n f r a s t r u c t u r e ,  e n v i r o n m e n t ,  a n d  

clusters—with respect to both location 

assessment and policy assessment for each of 

the countries.

The comparative location assessment 

illustrations are presented in order of the 

most favorable location on a specific driver 

appears first and other locations follow in 

order.

 
Overall Talent Assessment

India

Sri Lanka

Bangladesh

Pakistan

Nepal

Bhutan

Maldives

Location Assessment

Talent Driver

Given the labor-intensive nature of the ITES-BPO industry, a large pool of skilled talent at competitive costs 

is often a prerequisite for success. Entry-level talent constitutes the bulk of the employee base of the ITES-

BPO industry. Availability of suitable talent at low cost is a critical factor influencing the development of the 

ITES-BPO industry in a particular location. 

The comparative assessment of the countries in the South Asia region (SAR) on the talent driver suggests the 

following (see Figure F.1): 

India offers a distinct advantage in terms of talent, which has been the primary growth driver for the 

development of the Indian ITES-BPO industry. However, India has several talent-related challenges. Most 

important, increased growth in the ITES-BPO industry in India has led to skyrocketing wages and salaries. 

The rising cost of talent in India is diminishing the attractiveness of the country as an IT and ITES-BPO 

destination. Other SAR countries, with the exception of Maldives, present a comparative advantage on the 

talent cost dimension.

Among the six SAR countries, Sri Lanka emerges as the most favorable destination in terms of the talent 

driver. This is primarily because of the quality of talent and relatively low salaries in the country, despite the 

fact that secondary and tertiary enrollments are higher in Bangladesh and Pakistan. 

Appendix F – 

Comparative Assessment of South Asian Countries
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Pakistan is placed unfavorably in terms of talent costs and enrollment rates, with the latter among the lowest 

in the region. The government of Pakistan should consider undertaking initiatives to improve the 

penetration of formal education in the country as it aims to develop itself as a knowledge economy.

For current employment within the ITES-BPO sector, Pakistan currently has the largest industry with 

approximately 15,000 employees, followed by Sri Lanka with 8,724 employees. See table F.1.

Figure F.2

Talent Cost Assessment

Source: Author's calculation. 
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Pakistan
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Maldives

Talent Cost Assessment

Maldives is the only location that has no significant employment within the ITES-BPO sector. There are few 

small, domestic customer service operations, but they employ only around four or five people each.

In terms of quality of the talent pool, Maldives emerges as the most favorable destination among the select set 

of countries because of its well-developed education system and a high percentage of English speakers. The 

population is also considered suitable for customer service oriented industries. Apart from Maldives, 

Pakistan and Sri Lanka have significant strengths in specialized professional fields such as finance and 

accounting. In particular, Sri Lanka offers the largest number of CIMA-qualified chartered accountants 

outside the United Kingdom. This talent can enhance countries' ability to attract work in specialized financial 

BPO segments, and even India can leverage these locations for specific skill sets. Pakistan is also considered 

to be well suited for voice-related processes because of the neutral accent of the population.

Within the remaining countries, significant training 

efforts on English grammar and accent neutrality will 

be required to increase the employability of talent for 

the ITES-BPO industry. In particular, Bangladesh may 

need to modify its current education system with 

Bangla as the primary medium of teaching in schools 

for it to compete with other neighboring destinations.

Talent costs are favorable in Bangladesh, Bhutan, 

Nepal, and Sri Lanka, with an average annual salary of 

US$1,900 to US$2,200. See figure F.2. Pakistan, which is 

a fairly developed ITES location, has somewhat higher 

salaries—only around 12–15 percent lower than 

salaries in India. Maldives currently has the highest 

average salary in the region, largely because of a high 

cost of living, especially within Male.

Table F.1

ITES-BPO Offshore Workforce in South Asian Countries

Sri LankaPakistanNepalMaldivesBhutanBangladesh

5000 224 0 200 15,000 8,724
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Source: Author's calculation. 

Figure F.3

Overall Infrastructure Assessment

Infrastructure Driver

In addition to talent, availability of 

quality infrastructure is a key 

decision driver for organizations, 

and hence, plays a vital role in 

development of the ITES industry in 

a particular location.

Key infrastructure elements for the 

ITES-BPO industry include real 

estate and telecommunications. Air 

connectivity to other countries is 

another important element. 

The comparative assessment of the 

SAR countries on the infrastructure 

driver suggests the following (see 

figure F.3): 

Among the SAR countries under 

consideration, Pakistan is the only 

location that has so far been able to 

ensure development of multiple technology parks and commercial real estate space required for ITES-BPO 

organizations. Most of the other countries under consideration have also begun undertaking initiatives to 

develop similar technology parks, except Maldives, which has not identified IT and ITES-BPO industry as an 

area of focus. 

India and China have undertaken several initiatives to ensure availability of suitable infrastructure in terms 

of technology parks and special economic zones, which not only provide the required physical office space 

but also facilitate creation of the necessary fiscal and cluster eco-system critical for the development of the 

ITES-BPO industry. The countries should also accordingly undertake initiatives to ensure development of 

such real estate infrastructure in the respective countries.

Real estate costs such as rentals of commercial grade A office space is another factor that companies consider 

while setting up operations. The rental rates in India for commercial areas are already much higher in 

comparison to other countries and continue accelerating over time. Therefore, the other SAR countries 

should exploit their comparative advantage on this dimension to attract ITES-BPO players to set up 

operations in their country. See figure F.4.

India

Pakistan

Maldives

Sri Lanka

Bhutan

Nepal

Bangladesh
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Bhutan

India

Maldives

Sri Lanka

Pakistan

Bangladesh

Nepal

Overall Environment Assessment

Pakistan

Maldives

Nepal

Bangladesh

Bhutan

Sri Lanka

India

Infrastructure Cost Assessment

Figure F.4

Infrastructure Cost Assessment

Source: Author's calculation.

Availability of adequate and cost-effective 

telecommunications infrastructure is a critical 

factor influencing the development of the ITES-

BPO industry. See table F.2.Maldives offers a 

d i s t i n c t  a d v a n t a g e  i n  t e r m s  o f  t h e  

telecommunications infrastructure, with a large 

amount of unlit bandwidth capacity available at 

minimal costs. 

B h u t a n  a n d  N e p a l  h a v e  i n a d e q u a t e  

telecommunications infrastructure, although the 

cost of 2 Mbps leased lines has decreased 

significantly over the past year. In both countries, 

landlocked cities have limited bandwidth 

connections through Indian service providers.

Sri Lanka, however, needs to evaluate the cost of telecommunication services and power for organizations. It 

is one of the highest-cost areas on this front. Compounding the issue of cost of service is the installed capacity. 

Bandwidth for data connectivity for example is estimated at only 310 Mbps.

Figure F.5

Overall Environment Assessment

Source: Author's calculation.

Environment Driver

It is important for industry to consider the overall 

environment of the country, including the 

macroeconomic situation, and geopolitical risks 

or advantages. Although the environment may 

not be as critical a factor as talent and 

infrastructure, especially for developing the ITES-

BPO industry, the overall economic and business 

environment often influences the success of any 

industry. See table F.5.

Among the select set of countries, Bhutan leads 

the pack in terms of the overall environment 

assessment, followed by Maldives. Because of 

their relatively stable political situations, Bhutan 

Sri LankaPakistanNepalMaldivesBhutan IndiaBangladesh

Table F.2

Cost of 2 Mbps Line (US$ per month)

1,500 2,559 2,380 100 1,000 1,120 3,387
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and Maldives emerge as favorable destinations in terms of geopolitical environment sub driver. 

In particular, Bhutan is one of the most politically stable countries, and has recently transitioned into a 

democracy. Bhutan and Maldives are small nations and score high on parameters such as per-capita GDP. 

However, their business environments score much lower because of inadequate intellectual property 

protection and laws relating to ICT, and in particular they lack an IT and ITES-BPO policy. Bhutan, however, 

is creating an IT and ITES-BPO policy.

Sri Lanka fares well in terms of the business environment, scoring the highest among the select set of 

countries in terms of starting a business, ease of trading across borders, and intellectual property protection. 

Sri Lanka is placed unfavorably with respect to the geopolitical sub driver because of its current political 

turmoil. Additionally, the country has experienced relatively high inflation, more than 15 percent, in the past 

few years.

Pakistan fares better on its business environment, scoring the highest on parameters such as ease of doing 

business and labor hiring and firing practices. It also has an IT and ITES-BPO policy in place. However, its 

political instability lowers its environment assessment. Nepal has the lowest environment assessment 

primarily because of its low per-capita GDP and slowest GDP growth rate (3 percent) of the six SAR 

countries. 

The more developed IT and ITES-BPO countries within the region—India, Pakistan, and Sri Lanka—appear 

to have adequate intellectual property protection mechanisms. These mechanisms, along with appropriate 

data security provisions, will be key requirements across the region as it targets higher investment in this 

industry.

According to the United Nations Development Programme (UNDP), countries such as Maldives face some 

risk given the geophysical profile (low elevation, beach erosion), combined with economic dependence on 

tourism, fishing, and imports, as well as its limited transport facilities. Similarly, Bangladesh and Sri Lanka 

are vulnerable to natural disasters such as cyclones. However, in the case of Bangladesh, the business risk 

from natural disaster is not applicable in and around Dhaka. 

Pakistan and Sri Lanka also have had significant terrorism and violence incidents that have attracted 

negative media attention. This has emerged as a significant concern for the ITES-BPO industry in these 

countries, and perception management and marketing efforts need to be increased for these locations.

Clusters Driver

The clusters driver assesses locations on parameters such as availability of training services within the 

region; availability of venture capital, which often plays an important role in the initial stages of 

development of an industry; and prominence of industry associations and bodies. See figure F.6.

Assessing the prominence of industry bodies in any location is important because a single, neutral industry 

body is often able to mediate between industry and government. This helps to ensure that the government's 

development initiatives are more to benefit the industry as a whole. If there were no industry body or in the 

case where there are several industry associations, the entities would attempt to maximize personal gain.
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Figure F.6

Overall Clusters Assessment

Source: Author's calculation.

In India, NASSCOM is the apex industry body for 

IT and ITES-BPO companies, and it has played a 

pivotal role in developing the IT and ITES-BPO 

industry of the country. Similarly, the ITES-BPO 

industries in Bangladesh, Pakistan, and Sri Lanka 

have also fostered industry associations to 

promote their countries to the world market. Sri 

Lanka, in particular, has decided to emulate India 

and set up a neutral industry body to develop its 

IT and ITES-BPO industry. 

Most of the countries within the region need to 

actively focus their efforts and make greater 

investments to ensure development of related 

cluster services including availability of venture 

capital and training services.  This is especially 

important for the emerging markets of Bhutan and 

Nepal, where training the available talent will be imperative for the development of the ITES-BPO industry.

As depicted in figure F.7, Pakistan and Sri Lanka emerge as comparatively well developed on the four 

drivers. Pakistan and Sri Lanka are building the requisite infrastructure to develop the ITES-BPO industry 

while ensuring that talent development is a key priority for the country. However, for these countries, 

immediate intervention may be necessary to develop the enabling environment for policy interventions, 

training, and capacity building.
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Figure F.7 

Current Location Assessments of the Four Drivers for the ITES-BPO Industry in South Asia
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Development of a government fund at the national level 

for talent and skills development.

Introduction of basic IT courses in primary/ secondary 

education and specialized courses in colleges in line with 

ITES-BPO industry needs.

Introduction of English as a mandatory medium of 

education or as a primary subject combined with efforts 

promoting spoken English from primary school level.

Provision of IT-related equipment (computers, software) 

for free or at subsidized rates to the education 

institutions.

Development of a national accreditation board for the 

ITES-BPO industry to ensure a standardized IT and 

ITES-BPO curriculum.

Development of national assessment and certification 

standard for ITES-BPO industry.

Provision of incentives such as lower land-acquisition 

costs and initial set-up subsidies to institutes offering 

ITES-BPO specific training.

Provision of training subsidies for students and 

employees undergoing ITES-BPO specific training.

Provision of space and IT-related equipment for training 

to ITES-BPO companies by the government.

Enabling IT awareness through provision of free or 

public use Internet kiosks thereby reducing the urban-

rural divide.

Identification of areas for development of economic zones 

that can be developed on a PPP model, with the 

government providing the necessary space and the 

private players involved in developing and maintaining it.

Policy Assessment

Table F.3 highlights the key strengths and development areas with respect to the key policy initiatives for 

each of the countries under study. 
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Development of technology parks with ready-to-

occupy office facilities.

Provision of incentives—including land allotment and 

rebates on tax and land acquisition prices—to ITES-

BPO players and infrastructure service providers 

located outside of economic zones and tech parks.

Establishment of ICT incubator facilities providing 

necessary support infrastructure and advisory services 

to ITES-BPO start-ups.

D e v e l o p m e n t  o f  h i g h - s p e e d ,  w o r l d - c l a s s  

telecommunication links through presence of multiple 

telecom service providers.

Provision of high-speed Internet connectivity 

throughout the country by encouraging both domestic 

and international players to provide adequate 

bandwidth and redundancy.

Assurance of minimum service level agreements 

(SLAs) and regulation of prices in line with prevailing 

international prices.

Augmentation of the existing power infrastructure, if 

required, for provision of uninterrupted power supply.

Exemption from statutory power cuts or load shedding 

for ITES-BPO establishments.

Development of adequate infrastructure for both 

domestic and international air connectivity.

Good road networks and public transportation 

facilities with adequate capacity and frequency.

Assurance that all ITES-BPO establishments comply 

with relevant security measures for transportation 

provided to employees working on different shifts and 

in particular those relating to women employees.

Classification of ITES-BPO industry as “essential or 

public utility services,” enabling 24×7×365 operations 

for ITES-BPO companies. 

Table F.3: Key Strengths and Development Areas across the Policy Initiatives for Each of the South Asian Countries
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Flexibility with respect to both weekly and national 

holidays for ITES-BPO employees in compliance with 

labor laws.

Provision for women employees to work on night shifts 

and ensuring their safety.

Simplified procedures relating to hiring and firing ITES-

BPO industry employees.

Relaxation of laws relating to labor unions for the ITES-

BPO industry.

Relaxation of specific labor laws and legislations, 

including allowance for self certification.

Provision of tax holidays for specific number of years and 

exemption/rebate on other taxes, including property tax.

Provision of subsidies on interest on loans for initial set-

up of ITES-BPO operations.

Provision for subsidy on fixed capital investment and 

duty-free import of capital equipment.

Provision for accelerated depreciation rate allowance for 

tax saving.

Development of a “single window” serving as an 

interface to ITES-BPO investment-related queries, 

transactions, and initial set-up procedures.

Identification of ITES-BPO industry as a priority industry 

to improve efficiency by easing of procedures and 

availability of loans.

Reduced turnaround time for clearance of business 

proposals envisaging large scale employment within a 

specified time frame.

Expedited processing of visas and work permits for ITES-

BPO industry personnel.

Eased process and procedures for patent filing and 

registration.

Development of appropriate laws and measures for 

penalizing infringement of patents and other intellectual 

property instruments.
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Adoption of globally recognized security and data 

protection standards for the ITES-BPO industry

Specific initiatives to create awareness among industry 

professionals and other stakeholders about security and 

privacy issues

Regular monitoring and improved appropriate data 

protection and security programs

Provision for development of social infrastructure in 

economic zones identified for developing the ITES-BPO 

industry.
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Appendix G – Charter for Regional Body

The following sections draw up a basic framework for the charter of the regional body for collaboration in 

ITES-BPO. Some of the sections of the framework can be filled in only once the body has actually been 

formed. However, broad guidelines regarding what these sections should contain have been included. In 

other sections, the guidelines flow from the relevant sections of the report. 

The overview section of the charter should include factual aspects of the organization such as:

• Formation and history 

• Number and nature of members 

• Presence in various locations

• Broad overview of common standards followed by members 

The vision of the organization should be a single statement that captures the aspiration of what the body 

aims to achieve. It should form the overall goal toward which all constituents and members would strive.

The regional body's overall objective is to develop collaboration among the South Asian countries in the 

field of ITES-BPO. The regional body will drive collaborative initiatives and activities around the 

following areas:

• Common set of standards for quality, process adherence, and so forth 

• Talent development: training and assessment

• Building of common educational infrastructure and improvement of the quality of education 

through accreditation

• Identification of niche ITES-BPO segments for countries to grow and develop

• Increased business-to-business links among ITES-BPO players in the region

• Promotion of investment in the ITES-BPO companies of the region

• Marketing and promotional activities 

• Building of alliances with other industry bodies regionally and globally 

• Increased contact among governments of the South Asian countries 

Overview of the Body

Vision

Objective
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Activities

Talent Development

Education and Training:

•

• Identification of training partners 

• Funding for country-level education and assessment initiatives

• Executive training: 

• Identification of world-class organizations in the South Asian countries that can provide on-the-

job training

• Internship and employment:

• Identification of global and regional employers willing to employ regional candidates

• Common assessment test for ITES-BPO

• Project management of implementation of the test through country-level associations

• Identification of organizations willing to employ on the basis of test results

• Subsidizing government spending on test on per-candidate basis

• Accreditation of training institutions 

• Project management of accreditation process through country-level associations

• Funding the creation of an accreditation mechanism

Investment Promotion

• Driving marketing and promotional campaigns 

• Conducting conferences for ITES-BPO professionals from the region 

• Identifying regional business development agents 

• Funding promotional activities 

Increasing Business-to-Business Contact

• Joint ventures and investment

• Facilitation of contact and dialogue between organizations in similar spheres of work

• Replication of successful models of socially oriented ITES-BPO

• Acting as the bridge between potential investors and governments

• Subcontracting

• Facilitation of contact and dialogue between organizations in similar spheres of work

• Identification of opportunities for regional MNCs to outsource specific processes based on 

individual country competencies

Identification of skill gaps in individual countries
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Working with Governments

•

• Acting as a bridge between government and industry to convey the needs of ITES-BPO 

organizations and investors to the government

• Identification of potential areas for bundling infrastructure so that better rates may be negotiated 

by the region as a whole from external suppliers

• Consulting with governments and other responsible bodies regarding amendments and additions 

that can be made to existing free trade agreements to include ITES-BPO

In the initial years, the regional body primarily would rely on country-level associations to carry out 

much of its work. This would avoid rivalry with established country and regional associations that may 

see the new body as intruding rather than enabling or complementing them. 

As figure G.1 suggests, the role of the regional body will evolve in the long term and it would take on 

direct project management responsibilities. However, this future role would depend on the success of the 

initiatives it proposes and advises on in the initial years, thus establishing its credibility and reach.  

Funding to study the implementation of a regional visa for IT and ITES-BPO professionals

Structure

Figure G.1

Role, Activities, and Structure of the Regional Body

  

 

Role and Activities Role and Activities

Short Term Long Term

• 

•  – 

•  –

Flexible

Flat representation from multiple bodies 

Virtual representation from multiple bodies 
communication primarily through existing 
forums and through technology such as 
tele/video conferencing and e-mail

• 

• 

• 

• 

• 

Play the role of:

Think tank

Advisor on projects executed by
 country-level association

Mentor for country-level association

Communication platform for various 
stakeholders

Structure Structure

• Project management of various regional 
initiatives

• Continued advisory role

• Seeking of funding options and vetting of 
project proposals at a regional level

• Setting up of common infrastructure to be 
used by all countries

• More formal structure with a steering 
committee in an advisory role and an 
administrative team with full-time CEO. Based 
in one of the South Asian countries. 

• Specific cells overlooking various functions, 
including planning, funding, and project 
management
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Membership

Affiliations

Funding

The members of this body would include representatives from the following:

• ITES-BPO industry bodies from the countries

• Chambers of commerce and industry councils 

• Prominent educational institutions and management schools

• Leading corporations in the ITES-BPO sector from the individual countries

• Other regional organizations such as ASOCIO

• Government officials and secretaries from the IT, communications, labor and educational 

ministries 

• Country-level associations of the South Asian countries

• Regional MNCs 

This section should contain details regarding the various Mouse signed by the regional body with:

• ICT associations of other countries

• Regional and international industry bodies, across sectors 

• Funding agencies

• ICT/ITES-BPO cells of governments of the South Asian countries

• Global MNCs 

The regional body would be funded in the following ways:

• Membership fees 

• Grants and donations from regional governments and country-level associations

• Multilateral funding bodies
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