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Case study 1: Call centres - off-shoring and re-shoring

The financial services sector led the trend for UK call
centres to relocate to countries such as India. Among
the businesses that decided to locate their call centres
in India were HSBC in 2002 and Prudential in 2003. For
example, Prudential transferred 850 jobs from its call
centre in Reading to Mumbai in India. On average, call
centre costs in India, at the time, were 35-40 per cent
lower than in the UK, with nearly all of the savings
coming from lower wage levels. Other destinations
also became popular, with more off-shoring going to
Malaysia and China, where costs were often lower
than in India.

A particular problem in call centres in both the UK and
India has been the high rate of labour turnover. Across
the entire industry, call centres replace about 26 per
cent of staff annually. Actual rates vary by sector

and by the nature of an employee’s contract, with
turnover for part-time employees being about 33 per
cent annually. However, the average staff turnover in
India is over 50 per cent. Many call centre employees
in India are graduates who are only willing to stay in

a job for an average of 11 months before moving on.

Indian call centres also experience recruitment
difficulties and high absence rates, blamed primarily
on antisocial hours and abusive customers. The

cost of replacing people - in both the UK and India -
and the fact that new employees are less effective
during the early period of their employment, adds to
costs and inefficiencies. High turnover rates and the
difficulties in recruiting staff in India are leading to
gradual increases in salaries in order to attract and
retain suitable staff. > >
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Organisations such as HBOS, Nationwide and the Santander UK closed its call centre operations in
Co-operative Bank all ruled out going abroad. Bangalore and Pune in India in 2011 and re-routed
Nationwide's chief executive, Philip Williamson, calls to centres in Liverpool, Leicester and Glasgow,
said that he received letters from new customers creating 500 new jobs. A spokesman said that the
stating that they had switched accounts to his company was responding to the preferences of
organisation because their previous bank had customers who had made clear that they prefer UK-
transferred jobs overseas. based call centres. New Call Telecom, which competes

with BT and Sky to offer home telephone services,
broadband and low-cost international calls, closed

its call centre in Mumbai in 2011 and opened a call
centre in Burnley, Lancashire. It was attracted by low
commercial rents, cheap labour costs and loyal staff.
Staff in Burnley are paid the minimum wage, but costs
have been cut because the average amount of time
taken to deal with customer enquiries is less.

A number of companies that relocated call centres

to Asia complain about bad communication, rapidly
increasing wages, high labour turnover rates and
lower customer satisfaction than expected, all of
which effectively add to the costs of operating abroad.
As a result of such problems, a number of firms are
re-shoring call centres back to the UK. For example,

Questions Total: 25 marks

1. Evaluate the reasons why so many companies in the 2. Analyse the main reasons why some companies are
financial services and other sectors decided to off- making the decision to re-shore their call centre
shore their call centre activity. (16 marks)  activity back to the UK. (9 marks)

Case study 2: Dell

Dell has wholly owned subsidiaries in a number it sold over 1.1 million, beating all of its competitors.




