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LTHOUGH THE STIGMA LINGERS and companies
don’t talk about it much, more and more organiza-
tions throughout the United States, under pressure
to cut costs, are turning to outsourcing. Large out-

sourcing deals were up 30 percent in the first half of this year,
according to advisory firm TPI. 

In an extreme example, Maywood, Calif., recently fired all of
its municipal employees — police officers, City Hall workers,
street maintenance workers — and outsourced their jobs.
Although Maywood residents were afraid of the potential ill
effects (a surge in crime, for example), “The apocalypse never arrived,” the New York
Times reported. “In fact, it seems this city was so bad at being a city that outsourcing
— so far, at least — is being viewed as an act of municipal genius.”

Maywood is saving money on salaries and insurance premiums. Police from a neigh-
boring town and crossing guards from a private security company are maintaining
order. But the New York Times article also points out that, “It is possible bad news is
just slow in arriving.”

What are the ethics of outsourcing? Does a company owe something to its loyal
employees? While the U.S. unemployment rate remains so high, is it good for our
country to send jobs overseas? Is it ever right to strip anyone of their livelihood in
order to save the company money? As industry veteran Art Gillis points out (page 15),
it takes a leader with the backbone of John Wayne and the virtue of Gregory Peck to
make the right call.

Penny Crosman, Executive Editor  pcrosman@techweb.com

Tough Decision

A

mailto:pcrosman@techweb.com
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who can opt-in or opt-out.
Reg E Opt-in Manager also provides an audit

trail of opt-ins and opt-outs that are captured via
a bar-coding system, scanned, imaged and sent
electronically to First Savings Bank to track com-
pliance with Reg E. The bank receives regular
reports of all opt-ins and -outs. 

Sonny Brewster, VP and compliance officer for
First Savings Bank, said that while compliance with
Reg E is essential, his institution’s time is limited due to a recent acquisition
and a core processing system conversion. “By outsourcing the task of Reg
E compliance to Wolters Kluwer Financial Services, I’m confident we’re
meeting all of the requirements more quickly and efficiently than we
could on our own,” Brewster said in a release. “And the regular reports we
receive on opt-ins and -outs give me peace of mind that we’re well on
our way to meeting the upcoming compliance deadline.” �

IRST SAVINGS BANK OF CLARKSVILLE, Ind. ($230 million in assets),
has outsourced Regulation E compliance to software and serv-
ices provider Wolters Kluwer. The Federal Reserve Board’s
changes to Regulation E — which took effect July 1 for new

accounts and took effect Aug. 15 for existing accounts  —  require financial 
institutions to gain approval from consumers before charging overdraft fees
on one-time debit card or ATM transactions.

First Savings Bank has outsourced the overdraft fee approval process
to Wolters Kluwer Financial Services through the provider’s Reg E Opt-in
Manager solution. The system uses the bank’s account-holder information
to create cover letters, opt-in notices and confirmation of consent notifi-
cations. Messages are securely mailed to First Savings Bank’s customers,

Accelerating Compliance

more...
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First Savings Bank is hoping Wolters Kluwer can help the bank
quickly comply with Reg E.

O U T S O U R C I N G  WAT C H

F

CONTRACT CLOSE-UPS

UBS, the Zurich-based bank with $1.5 trillion in assets, signed a five-
year master service agreement with Falls Church, Va.-based
Computer Sciences Corp. for the provision of voice and data net-
working among the bank’s offices in 50 countries. The total contract
value is estimated to be as much as $580 million, assuming provision
of the full scope of services over the five-year term. �

UBS and CSC Sign $580 Million Global IT Services Contract

By Penny Crosman  pcrosman@techweb.com

Biddeford Savings Bank, a locally owned mutual savings bank in
Biddeford, Maine, with $312.4 million in assets, has chosen to out-
source payroll activities to CompuPay.

“Outsourced payroll and related services are important for many
small businesses,” said Peter Sylvestre, SVP for Biddeford Savings
Bank, in a release. “We are excited about the opportunity to offer
our customers state-of-the-art payroll through our new relationship
with CompuPay.”

Kathey Palmer, SVP for business development at CompuPay,
added, “Outsourced payroll will allow Biddeford Savings’ commercial
clients to not only streamline business processes and save money,
but also focus their efforts on what is most important to them:
growing their businesses.” �

Biddeford Savings Bank Outsources Payroll to CompuPay

mailto:pcrosman@techweb.com


OCATION STRATEGY” is the new catchphrase among financial
services firms for the latest approach to the deployment of global
resources for operations and technology functions. It is now a key
element in the somewhat standard playbook of cost

reduction/economic efficiency and in the overall context for labor arbitrage
and labor “futures” — the quest for finding the next India (or Singapore or

Shanghai) ahead of one’s competitors.
The resource geography of today’s global mega-

banks shows a dispersion of resources that clearly
reflects the impact of the migratory patterns toward
low-wage areas of the past few years: 40 percent
of technology personnel and 35 percent of opera-
tions personnel are located in the Asia-Pacific
region, while 33 percent and 35 percent, respec-
tively, are based in North America.

Perhaps we are now witnessing a phenomenon

<< Previous

<< Previous

5 September 2010                                                                                                                                                                                                                                                                                                                                                                                                                                                                       www.banktech.com

Next >>

Next >>

that is driven by the principle that efficiency follows
wages, and hence the continued movement toward low-
wage geographies in Asia (and the not so visible build
up in Latin America and the Caribbean). But, while it may
be true that efficiency follows wages if one measures
efficiency as cost per labor hour, if you shift the metric
to throughput or output per labor hour or per unit of
labor cost, the results may be quite different. 

The Global Productivity Landscape
This begs the question, what does the global landscape look like in terms
of productivity and quality as measured from an output perspective versus
a labor (input) perspective? In addition, it is likely that technology — and
technology economics — are key drivers of workforce performance. So a
second question has to do with the interplay of global technology eco-
nomics and global labor performance.

Little is known about such dynamics, and results vary depending on the
chosen metrics. If you use annual gross domestic product (GDP$) per worker
as the measure of national productivity, the United States comes out at No. 1,
at $63,885, which is 14 percent above the second-highest nation. If you shift
the measure to GDP per worker hour, however, the U.S. slips down because,
in general, U.S. workers work more hours than workers in other countries.

Interestingly enough, if you narrow in on technology competitiveness,
The Economist recently ranked the U.S. as No. 1 overall. On a scale that
measures worker output in terms of hardware and software goods pro-
duced per worker annually, however, the U.S. ($154,173) drops to seventh.
(Taiwan assumes the top spot, at $386,713.) But this still is four times higher
than India ($39,033). So is a worker in India earning one-third of a fully
loaded U.S. wage really a good economic choice?

The Rubin Worldwide Research Database (www.rubinworldwide.com)
shows that the spread in technology work hourly wages between devel-

Location, 
Location, 

Location

more...

f

in

“L
Recent Outsourcing Deals p.4
The Evolution of Outsourcing p.7
Emerging Outsourcing Hot Spots p.11
An Outsourcing Success Story p.15
Art Gillis Backs the CEO p.16

Table of Contents p.2

In This Issue
SHARE

An effective global sourcing strategy requires far more 
than focusing on labor rates and labor arbitrage, according 
to Howard Rubin, founder of Rubin Worldwide.



oped nations and low-wage nations is
on the order of 4.1 to 1. But consider
that there is also another set of forces
at work: labor productivity and quality.
Shifting to yet another metric reveals
the impact of these additional forces. 

This metric is a “cost of goods/cost of
service” metric — what is the cost per

contact center contact or per payment processed? Intuitively, such measures
seem to be a more effective way to assess true economic efficiency from
an output view versus wage information, which is truly an input view.

Some sample data reveals that for a contact center, the cost per contact
in Costa Rica is $8.53 versus Manila at $5.71, China at $7.24 and Budapest
at $11.25. Of this set, hourly wage is lowest in China, yet unit cost per con-
tact is far higher there than in Manila.

Cost per payment for an accounts payable function is equally revealing.
Costa Rica is $1.26, Brazil is $2.86, Manila is $2.14 and China is $1.98.
Again conventional wisdom would likely have placed the bet on China
or Manila, not Costa Rica.

You Get What You Pay For?
Clearly economic efficiency does not follow wages. Other drivers that must

be given consideration include worker hours per
year, worker productivity, quality and, of course, a
whole set of policy and risk issues.

Yet this list of considerations, in itself, is incom-
plete and insufficient because even as it is being
written, its underpinnings are changing rapidly.
Global technology economic data shows that
nations around the world are making substantial
investments in the technologies necessary to make
their workforces competitive and differentiated.
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The global “steeplechase” shows nations such as the Ukraine increasing
their investment per worker by as much as 77 percent over the next two
years. As nations invest in their people to drive performance, wage levels
will become even a poorer indicator of economic efficiency.

Furthermore, to fully compete on a global scale, nations are investing
in their educational infrastructure to develop the critical talent that will
be needed in the future. Again, technology and information access play
a pivotal role.

Developing and executing an effective location strategy requires far more
than focusing on labor rates and labor arbitrage. It requires mapping the
new geography of our technology economy, and it requires new measures
and transparency into workforce performance and outcomes. �

Howard A. Rubin is the founder of Rubin Worldwide, a research and advisory firm
focused on the economics of business technology. howardarubin@gmail.com
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“Nations around the world
are making substantial 

investments in the tech-
nologies necessary to make

their workforces competitive
and differentiated.”
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Data show that U.S. banks’ outsourcing activities are growing — both offshoring to
lower-wage regions (such as India and the Philippines) via the multinational outsourcing
firms (including Tata, Wipro, Infosys, HCL, IBM and Accenture) and through captive arrange-
ments, as well as onshore engagements with U.S.-based service bureaus and outsourcing
providers. In the first quarter of this year, financial services companies reported 40 out-
sourcing deals, versus 26 in the previous quarter. Notable deals in early 2010
include Deutsche Bank’s $114 million contract with GFT Technologies in which
GFT will take responsibility for applications that handle payment transactions,
online banking, credit card management and securities transactions; and the
multiyear contract that U.S. Bank signed with TSYS for card processing services. 

“In the banking industry, people are still looking to improve their effi-
ciencies, reduce costs, and free up cost and capital,” comments John Buscher,
partner and managing director for outsourcing advisory firm TPI. “For polit-
ical reasons, some offshore work is being kept quiet, but outsourcing is
alive and well in the financial services industry.”

But these aren’t yesterday’s outsourcing deals. For one thing, banks now
more...

f

in

SHARE

UTSOURCING, NEVER A POPULAR SUBJECT, has become nearly taboo as U.S.
unemployment stalls near 10 percent. “No one is eager to demonstrate in
this market that they’re taking jobs out of America and putting them some-
where else,” Peter Bendor-Samuel, founder and CEO of Everest Group, a

Dallas-based outsourcing consulting firm, drily observes.
In fact, Arizona and the federal government

have taken desperate (and controversial) meas-
ures to shift jobs from immigrants to U.S. citizens,
including forcing companies to lay off all illegal
immigrants. The topic has become so mainstream
that NBC plans a fall sitcom called “Outsourced”
about a call center manager who gets relocated
from Kansas City, Mo., to Bangalore when his
company’s call center staff are all fired and
replaced with lower-paid workers in India.

O
By Penny Crosman  pcrosman@techweb.com

Banks are outsourcing more than ever, but they expect more than
just low-cost labor. They’re demanding — and getting — more
value out of their outsourcing relationships by rethinking what’s
possible, restructuring deals and enforcing tighter controls.

TAKING CONTROL 
OF OUTSOURCING

THE EVOLUTION OF OUTSOURCING
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expect more than just low-cost labor. And the size of deals, who’s making them, the
scope of the work and even the structure of the contracts themselves all are evolving
to meet today’s new business demands.

The New Outsourcing Deals
The typical bank could trim expenses by as much as 20 percent through outsourcing,
estimates Terry Moore, Accenture’s North American banking lead. But it’s not as simple
as finding a single partner. The age of the outsourcing megadeal is fading.

While American Express’s $4 billion, seven-year technology services deal with IBM
was not unusual in 2002, “You will never find such a contract today,” reports Prasanna
Satpathy, SVP and head for financial services in the Americas at HCL Technology.
“Contracts are for five or three years, and they’re broken out — one provider will provide
desktop services, another brokerage software, a third a business process.” 

TPI, which tracks outsourcing deals that are valued at more than $25 million, says there
were 109 such contracts across all industries in the first quarter of 2010, a 21 percent decline
from last year. And restructuring accounted for 42 percent of the market, the highest ratio
ever, the firm notes, proving that companies have the leverage to make more demands
from providers and are consequently rewriting their outsourcing contracts.

The large money center banks, which have been outsourcing for more than 10 years,
often through captives, are restructuring and fine-tuning their sourcing relationships.
And while a few have sold their captives to Indian multinationals, most — including
Bank of America, Credit Suisse, Goldman Sachs, HSBC, J.P. Morgan, Morgan Stanley,

Standard Chartered, Wells Fargo and UBS — still
have offshore captives. 

Meanwhile, community banks, which have
long been comfortable with the outsourcing/ser-
vice bureau model, seem to be doing a bit more
of it as the economic climate continues to chal-
lenge them (see related sidebar, page 9).

Regional banks have traditionally been the
outsourcing holdouts, reluctant to gut IT and
operations and give those jobs to an outside
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provider, especially in another country, according to Jame
Cofran, SVP, global banking and financial markets, at CGI, an
IT and business process outsourcing firm. “It’s a much bigger
deal to them because they’re closely associated with their
geography,” he notes. “Some regionals have said, ‘No way,
no how are we going outside the boundaries of the U.S. It’s
not worth it, given the image we have here.’ ” 

But many are weakening their resolve under economic pres-
sure. “The money center banks have validated that you can and
should do this,” Everest Group’s Bendor-Samuel says. “It does
reduce costs, and you can get performance gains out of it.” 

The regional banks have to offshore to compete with their
larger brethren, HCL’s Satpathy argues. “J.P. Morgan has more
than 10,000 [full-time equivalents] outsourced in low-cost geog-
raphies,” he points out. A regional bank can’t hope to compete
when its IT costs are millions of dollars higher, he adds. 

Reprocessing What’s Possible
While the shape of outsourcing deals in financial services is changing, so
is the scope of the work. Large banks still send application development
and maintenance work offshore, and community banks continue to rely
on local service bureaus for core processing. The newer trend is business
process outsourcing, particularly mortgage and student loan processing,
with paperwork performed offshore and the actual decision made stateside.
“There’s a movement in banks toward a sourced or managed cost per loan,”
explains Everest Group’s Bendor-Samuel.

“There are a lot of manual processes and inefficiencies contained in the
mortgage origination process,” adds Accenture’s Moore, who estimates
that the average cost per loan is more than $1,800 though, he asserts, it
should be below $1,000. “Particularly in a low-growth origination market,
you have to look to a lower or variable cost structure,” Moore says.

Processes including treasury management, wholesale lockbox, remote cap-

“In the past,
banks put 
standards in
their outsourc-
ing contracts
that had no
teeth to them.”
—Craig Boivin,
Highland Banks
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ture disbursements and check processing also are being outsourced, according to experts.
Structured work lends itself well to low-cost labor markets such as India, says Thomas

Young, partner and managing director, infra-
structure, at TPI. Unstructured work, such as
unclearly defined application enhancements, he
says, not so much. “Clients will say, ‘I’m not sure
what I want, but if people could start working
on it, that would be great,’ ” Young relates. “How
do you structure that into a contract?” 

In the current economic environment, banks
also are finding unique outsourcing opportunities.
One large bank reportedly convinced Cisco to
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provide its Halo Telepresence system to the bank via an outsourcing arrangement. Rather
than lay out the capital for Halo, which normally costs about $1 million per conference room
plus a monthly service fee, the bank pays a per-month utility bill. In a managed service
arrangement — an offering structure that most observers now put in the outsourcing cat-
egory — Cisco installs and maintains the equipment; when the bank decides it no longer
wants it, Cisco will take it back.

Savvier Contracts, Stricter Control
As the outsourcing work itself evolves, banks are refining their outsourcing contracts and
the way they manage them. “Without a great governance model, outsourcing doesn’t work
well, no matter where you put it,” points out CGI’s Cofran.

Outsourcing agreements five years ago were measured in inputs, such as cost per full-time

A Little Outside Help 
iven their modest internal resources, community banks are no strangers to part-
nering with third-party providers. But there’s been a small uptick in community
banks’ adoption of outsourcing recently as they’ve sought to save money during

the downturn and to deal with the flood of new regulations.
In an example of the latter, John Buhrmaster, president of 1st National Bank of Scotia

($321 million in assets), reports that the Scotia, N.Y.-based institution recently began out-
sourcing all application development in anticipation of the new finance reform bill. 

For State Bank of Whittington ($88 million in assets) — which, after handling IT in-
house for 20 years, recently handed core processing over to outsourcing provider
Computer Services — the main driver is “not-our-core-competency.” “The conversion
will let us concentrate on banking and apply our resources to serving customers rather
than operating the in-house system,” explains Steve Owens, the Whittington, Ill.-based
bank’s VP. Owens says he expects CSI to help the bank make product improvements and
improve its technology.

Maple Grove, Minn.-based Highland Banks ($560 million in assets) began outsourcing
core operations to Fiserv in June 2008. According to CTO Craig Boivin, the reasons behind
the move included the high capital costs of running an in-house data center and disaster
recovery site, and the difficulty of finding people who could maintain a mainframe envi-

ronment. “That skill set is not super prevalent in the marketplace,” observes Boivin. 
Consulting firm McGladrey helped the bank evaluate its basic options: keep core pro-

cessing in-house, move to Fiserv’s Des Moines service bureau, move to Fidelity Information
Service’s service bureau in Charlotte (where Ridgedale State Bank, which Highland was
in the process of acquiring at the time, sent its processing), or switch platforms and use
Jack Henry core banking software, Boivin relates.

“The additional risks associated with staying with an in-house processing environment
outweighed the price,” says Molly Heruth, SVP and director of operations at Highland.
Those risks include the risk of not staying on top of regulatory changes, the risk of technology
becoming outdated and the risk of not being able to find the needed technical expertise. 

Outsourcing, Boivin notes, has changed his CTO role. “I no longer have to worry about
growing my staff to meet new requirements,” he explains. “I do have to worry about
vendor management, and a lot of regulatory controls are being put around that. So I
focus my time on managing the vendor relationship, making sure service standards we
have are being met, and making sure the disaster recovery is there and working.” 

About 12 jobs and a data center have been eliminated through the use of outsourcing,
saving the bank $500,000, Boivin reports. “The outsourcing business is so competitive,
that in itself is driving down costs,” he says. —P.C.

G
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equivalent (FTE) or number of hours. Newer arrangements are based on output: speed and
efficiency of loan processing, for example, or quality of application development. 

Craig Boivin, CTO at Maple Grove, Minn.-based Highland Banks ($560 million in assets),
built performance standards and penalties for unmet goals into his contract with Fiserv.
For instance, the vendor needs to provide 99 percent uptime over a three-month period.
If its uptime is between 96 percent and 98 percent, the bank will pay 10 percent less in
fees, Boivin explains. Another control built into the contract: If Fiserv wants to offshore
certain tasks or move data, it must get Highland’s approval.

“In the past, banks put standards in their outsourcing contracts that had no teeth to
them,” Boivin says. “Vendors tend to focus on customers that will have financial impact.”
He quickly adds that fortunately, so far, his bank hasn’t had to enforce its penalties.

But the contract is not the whole story; the relationship still needs to be monitored
and managed. “There’s a much greater focus on governance than there’s been at any
time in the past 10 years,” says TPI’s Young. “The more custom and complex your agree-
ment is, the more governance you need. Very few firms have it worked out properly. As
a result, they’re leaving a tremendous amount of value on the table.” 

Young estimates that if a $100 million deal is managed poorly, the bank could lose 3
percent to 10 percent of the deal’s value, whereas good governance (including checking
invoices, which, by the way, also can be outsourced) costs 3 percent. 

Bank of America and J.P. Morgan Chase are leaders in the area of contract negotiation
and governance, according to Everest Group’s Bendor-Samuel. “They’re the most sophisti-
cated in thinking through this,” he says. “As they figure it out, everybody else watches them.”

Meanwhile, the large banks also are trimming
down the list of providers with which they work.
TPI’s Young relates a story of visiting the head
of procurement recently at a large New York
bank. The man, who oversees 60,000 vendor
contracts, understandably was feeling over-
whelmed, Young recalls. And new software and
service purchase requests pour in all the time.

To streamline vendor management efforts,

Everest Group’s Bendor-Samuel says, large banks are creating
“hybrid” outsourcing relationships that encompass multiple
tasks, rather than having each of many providers do one
thing. He calls this “portfolio rationalization.”

“It’s not that I’m backing away from using third parties,”
Bendor-Samuel explains. “But I’m spending a lot of time keeping
track of 100 of them. What if I could keep track of 20?” In the
provider selection process, “The winners tend to be those that
can do lots of things and are flexible to work with,” he adds. 

Warning: Outsourcing Is not for Everyone
Despite the growing possibilities, Highland Banks’ Boivin
offers a universal truth about outsourcing: It’s not right for
every bank. “If you’re fairly generic in the services you’re
offering, outsourcing is the way to go,” he says. “If you’re a
highly specialized bank requiring a lot of customization, out-
sourcing is probably not the best choice.”

First Tennessee Bank ($26 billion in assets) in Memphis recently brought IT back in-
house from a core banking provider. CIO Bruce Livesay explains that his bank’s holding
company sold off a mortgage firm that represented half of its business, and the outsourcing
arrangement did not scale down well, nor did it allow the bank to grow in other areas.
Instead, the bank will hire 65 IT workers for a new, bank-run data center.

Making this switch will take 18 months and cost $37 million, Livesay reveals.
But he expects the investment will pay for itself in less than four years, through
a combination of better use of virtualization, better resiliency, better use of
storage and reduced service fees. He also says his bank is better positioned
now to adapt to new rules.

Livesay adds that he’s not opposed to outsourcing. “There are places to
do it and places not to do it,” he says. “There are certain things I wouldn’t
consider outsourcing [such as data management]. There are other things
that I would say are less differentiating, such as internal HR systems.” �
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agreement is,
the more 
governance
you need.”
—Thomas Young, TPI
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availability of skills and scalability,” asserts Prakash, who
says India still has the advantage in terms of scalability.
“This is in contrast to if you asked the same question five
years ago,” when much of the emphasis was still on lan-
guage proficiency and education, as well as cost.

It also is important to consider political stability, adds
David Rutchik, partner with Pace Harmon, a San
Francisco- and Washington,D.C.-based outsourcing
advisory firm. “Another [consideration] is basically
respect for the rule of law,” he notes. 

“It sounds amorphous, but it’s a big deal,” Rutchik continues. “That’s
what’s held back places like China where intellectual property is not as
respected — privacy rules, enough transparency, ... personal customer
information rules.”

Another consideration might be time zones. While customer-facing oper-
ations such as call centers can be operated 24/7 and are not dependent
on time of day, Rutchik explains, when it comes to things like application
development, it can be beneficial to have a core team working roughly
the same hours as offshore partners. 

While a number of factors determine a good fit for financial institutions,
ultimately decisions about where to locate outsourcing and BPO operations
come down to results, says Sudipta Mitra, head of business process out-
sourcing for Wayne, Pa.-based technology and software provider SunGard.
“That’s primarily location independent,” Mitra says. “A lot of financial serv-
ices providers are getting to that stage where they are looking at outcomes
rather than the whole process of outsourcing.”

Depending on the desired outcome, though, various regions can offer
unique opportunities for IT outsourcing and business process outsourcing
operations, as we examine in the pages that follow. And selecting the right
outsourcing destination can go a long way toward determining an engage-
ment’s success. >>

Basic Criteria 
for Selecting an
Outsourcing
Destination
1. Cost.
2. Availability of skills.
3. Scalability.
4. Political stability.
5. Respect for the 
rule of law.
6. Time zone.
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LONG WITH THE PROMISE of IT cost reductions and the potential
for increased efficiency made possible through outsourcing also
comes the need to understand risks such as geopolitical stability
and scalability when sending critical operations overseas.

Deciding where to outsource today is about more than just labor arbitrage.
While traditional players such as India and the Philippines remain strong

destinations for IT and business process outsourcing (BPO), several other
offshore regions are catching up as viable options for a number of business
functions. Countries in Latin America, Asia, Europe and Africa continue to

develop their national capabilities as technology
and business process outsourcing providers, while
global vendors continue searching for opportu-
nities to establish service centers worldwide. 

In addition to traditional factors such as lan-
guage, education and connectivity, there is more
a financial institution should consider before out-
sourcing to a different country, according to Sriram
Prakash, a senior manager with Deloitte U.K. “The
three top criteria for selecting a location are cost,

A
By Matt Gunn  mgunn@techweb.com

While India remains a favorite destination for financial services 
IT and business process outsourcing, five up-and-coming global
regions are competing for firms’ business.

WHERE IN THE WORLD?
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With China, however, language challenges and intellectual property issues can
stand in the way, Pace Harmon’s Rutchik stresses. “We have done projects where some
of the offshoring has been done out of places like Shanghai that are modernizing
more quickly,” he comments. But, “I don’t know if it’ll ever catch up to the country’s
manufacturing, partly because that’s so far ahead.”

Among the top benefits of doing
business in Southeast Asia is the
local population’s general skill
with the English language, says
Kalpesh Master, SunGard man-
aging partner, global delivery.
“Philippines, for example, has
been very successful for call cen-
ter duties because of English-
speaking capabilities,” he says,
comparing the country to India,
which continues to grow more
rapidly in areas that are techni-
cally sophisticated. 

Pace Harmon’s Rutchik agrees, pointing out that the Philippines and Malaysia are
leading growth in the region. Because of the Philippines’ past as a Spanish colony, he
notes, a high number of employees have some skill with Spanish as well as English. 

Meanwhile, Malaysia is expanding beyond mere call center work. “We are seeing
places like Malaysia move out of the contact center space and start becoming a place
with more technical capability,” Rutchik adds.

Another reason for the region’s success as an outsourcing provider is the general under-

India remains a dominant player
in IT outsourcing and BPO. It has
the population, education, scal-
ability and stability required by
many companies’ IT operations,
Deloitte’s Prakash says. 

But, “Although India is huge-
ly dominant still, for the first
time there was a slight dip in
growth and cost savings,”
Prakash notes. “That’s attrib-
uted partly to attrition and oth-
er locations that are fighting for
a bigger share.” Since the 2008
Mumbai terrorist attacks, there also is a shift for financial services firms to locate more
operations in tier two cities, such as Jaipur and Chennai, or in Kolkota, which is a tier
one city that was slower to develop than Mumbai and Bangalore, Prakash adds.

Like India, China has a large workforce and offers
the type of scalability that smaller countries simply
can’t equal. While China and Taiwan are known
for manufacturing, they can be a source of IT out-
sourcing as well, according to SunGard’s Mitra.

“Obviously the China market is a huge draw,”
Mitra says. “Market penetration should not be
ignored either. Going to a separate market,
sometimes it’s easier done if a provider goes into
that market [first].”
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Key players: 
India, China
Advantages:
Established IT out-
sourcing operations,
a high education
level, scalability and
English language
proficiency help
continental Asia
remain a top destination for IT outsourcing.
Disadvantages: Increased costs, some geo -
political instability and, in the case of China,
concerns regarding intellectual property theft.

Key players:
Philippines,
Malaysia
Advantages:
General skill 
with the English
language make
this region popular
for customer 
contact centers.
Disadvantages: The smaller geographic size of
countries in this region makes it more difficult
to scale operations as needed. 

OUTSOURCING        BY REGION
Continental Asia

Southeast Asia



standing of U.S. culture and the ability for some employees to mirror the accent, says
Deloitte’s Prakash, who predicts that Malaysia in particular could grow rapidly in the coming
years. “Close to Malaysia, Singapore is fast becoming the hub for capital market space,” he
adds. “A lot of major capital markets firms have relocated their IT and BPO to Singapore.”

Prakash cautions that a potential disadvantage for outsourcing in the Southeast Asian coun-
tries is their geographic size and the limited flexibility to scale operations as a result. 

Some opportunities for off-
shoring in the Western hemi-
sphere exist in Central America
and South America, in countries
such as Costa Rica, Guatemala,
Brazil, Argentina and Chile.
Because the time zones are
aligned with North America,
doing business with South
American countries means there
is not a large shift in working
hours for overseas operations,
SunGard’s Master observes.

“Looking at the trend in the South American market as well as the eastern European
market, we are looking at those destinations from a delivery location perspective,” he says. 

“Time zones certainly can be relevant, but it really depends on what they’re off-
shoring,” adds Pace Harmon’s Rutchik. “Things that are customer facing — that are
24/7, like a call center — time zones are not important because they are going to staff
it appropriately. With things like application development, it’s good to have a core
team and offshoring partner working more or less the same hours. That’s made places
like Latin America and South America attractive. The other is language ability — espe-
cially to be able to speak Spanish.”

Rutchik says general geopolitical stability in South America and Latin America is
another advantage, with the exclusion of Mexico, which has had more security issues
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than many countries in the region. 
While Brazil doesn’t have the technological

prowess of a country such as India, SunGard’s
Mitra says, it is an option for manufacturing and
product testing. “China and Brazil have very com-
plementary skills in that sense,” he says. 

According to Pace Harmon’s Rutchik, however,
Brazil presents a challenge because of its strong
currency and language barriers.

For European banks and finan-
cial institutions, as well as some
North American-based compa-
nies, Eastern Europe presents an
option for outsourcing that is
advantageous in proximity, 
education and language profi-
ciency. Additionally, favorable
government policies make
doing business in those coun-
tries somewhat easier, Deloitte’s
Prakash says.

Eastern European governments increasingly are promoting the region as an option
for outsourcing to its neighboring countries to the west, Prakash notes. “They give tax
breaks,” he adds. “In a way, that’s how the Indian IT industry flourished.”

Adds Prakash, “It’s the next best bet in terms of hot spots — for one, purely from a
supply and demand equation; but it’s also about which of the governments are most
favorable [to outsourcing providers].”

For European businesses especially, language plays a part in choosing Eastern
European outsourcing operations, Pace Harmon’s Rutchik observes. “You can find
enough French speakers in Eastern Europe where there’s good arbitrage, plus it’s
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Key players: Costa
Rica, Guatemala,
Brazil, Argentina
Advantages:
Proximity, fewer
time differences
and a workforce
that’s generally 
proficient in English
as well as Spanish.
Disadvantages: Strong currency and language
barriers in Brazil; some geopolitical instability 
in Mexico.

Key players: Poland,
Hungary, Czech
Republic, Slovakia
Advantages:
Favorable govern-
ment policies,
proximity, educa-
tion and language
proficiency.
Disadvantages:
Fluctuating exchange rates and less-modern
infrastructure than continental Asia.

Latin America

Eastern Europe



closer to home,” he explains.
Deloitte’s Prakash cautions, however, that exchange rates can fluctuate within Eastern

Europe, which can hurt the cost advantages of outsourcing to the region.

Another region that’s grown
recently as an IT outsourcing and
BPO destination is Africa. South
Africa, in particular, has been pro-
moting itself more recently and
gained attention from hosting
the 2010 World Cup. “South
Africa from a technical perspec-
tive is the furthest ahead, and
there is more and more South
African offshoring being done,”
Pace Harmon’s Rutchik says.

Some countries in northern
Africa are an option as well.
“Northern Africa continues to play a big role,” SunGard’s Mitra says, pointing to Ghana,
Kenya and Tunisia as up-and-coming outsourcing destinations. 

While cost can be favorable in Africa, there is less infrastructure and some additional
political instability within its nations that are slow-
ing growth of outsourcing capabilities, Deloitte’s
Prakash says. “Ghana is relatively stable and some
U.S. companies have gone there,” he adds. 

But outsourcing to Africa is not occurring on
the same scale, he contends. “Africa is potential,
but it’s not [there] in the near future.”

Further, Prakash acknowledges, he is aware of
some U.S. banks that have pulled out of South
Africa because of security concerns. �
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Key players: 
South Africa,
Tunisia, Ghana,
Kenya
Advantages: 
Cost and language 
ability contribute
to the region’s
attraction, as well
as education levels
in some countries. 
Disadvantages: Some political instability and
less connectivity and infrastructure slow Africa’s
growth as a major outsourcing destination.
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turned out to be the most critical and beneficial aspect of
the project,” Kearbey recalls. “Having this foundation made
the rest of the project quite smooth.”

Several other factors also contributed to a smooth deploy-
ment. “First, we had already built-out our internal networking
infrastructure prior to beginning this project,” Kearbey says. “In
addition, we temporarily installed an ATM terminal at our cor-
porate location, which allowed us to use staff transactions for
testing and troubleshooting. Finally, instead of just flipping a
switch, we staged the actual rollout over a one-month period.”

Indeed, as the March 2010 rollout proceeded, positive
feedback rolled in. “Members loved the option to get a pic-
ture of their check deposit printed onto their receipts,”
reports Kearbey. “And their checks are processed one to
two days faster than previously.”

From an institutional perspective, benefits include elimination of envelope processing
costs, fewer processing errors and increased ATM uptime — to higher than 98 percent,
according to Kearbey. “Since Diebold now monitors our ATMs 24/7 they can troubleshoot
and resolve many hiccups remotely,” he asserts. “When an on-site technician is required,

the right resources can be sent immediately
because the issue has already
been diagnosed in advance.”

Outsourcing is also providing
strategic rewards. “Since we’re no
longer managing multiple ATM 
vendors, we’re refocusing those
resources onto more business-critical
projects,” says Kearbey. “Partnering
with Diebold ... gives us the capability
and flexibility to take advantage of
new ATM technologies.” �

“They can 
troubleshoot
and resolve
many hiccups
remotely.”
—Doug Kearbey, 
Bellco Credit Union
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URING THE ADOPTION of a new ATM network provider in early 2008, Bellco
Credit Union identified several significant fleet management inefficiencies. “At
that time, our ATM services came from a mixture of sources — some were pro-
vided by our previous vendor, some outsourced to other vendors and some

conducted by in-house staff,” recalls Bellco’s Doug Kearbey, director of administrative
services for the suburban-Denver institution. With disparate providers came bottlenecks. 

“One partner was responsible for front-line servicing,” Kearbey explains. “For anything
deeper, we’d call our second-line partner, Diebold (North Canton, Ohio).” 

In addition to streamlining fleet management, Bellco ($2 billion in total assets) wanted
to replace envelope-based transactions with deposit automation technology. So the
credit union approached Diebold and two other ATM providers in early 2009. “Two ven-
dors essentially said, ‘Sure, we can build what you need,’ ” recounts Kearbey. “But we

wanted a mature solution, and only Diebold had
expertise with everything on our list.”

With Diebold onboard in September 2009, a
deployment team was formed — including rep-
resentatives from Bellco, the credit union’s
recently selected ATM network provider and
Diebold — and a five-phase implementation
was hammered out. Phase 1 was a complete
inventory of Bellco’s 66 ATMs. “The inventory

D
By Anne Rawland Gabriel
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Bellco Credit Union improves ATM fleet management and the 
customer experience by consolidating ATM services with Diebold.

Single Source

ATM MANAGEMENT

Institution: Bellco Credit Union
(Greenwood Village, Colo.).
Assets: $2 billion.
Business Challenge: Streamline
ATM fleet management.
Solution: Diebold’s (North
Canton, Ohio), Integrated
Services Solution.

SNAPSHOT 
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for three days.”
You had to be there to appreciate

what was happening. The holding com-
pany CEO was a former U.S. Navy sub-
marine captain. Picture an equal-parts
hybrid of John Wayne and Gregory Peck.
He ruled with determination and
strength, but he did it with integrity. He
was also an anticipator. The 10 presidents
were geared up for battle. 

At the end of my rather conventional presentation, the 10 mavericks con-
fronted the CEO and asked what he thought. “I accept the recommendation,
and our IT department is behind it, so we’re putting our label on it,” he said,
adding to me, “And to a man, we are committed to serve your needs.”

I went home with four sets of fresh clothes because I always add a little
buffer to what smart people tell me. I had packed for five days.

Don’t give up on smart bank CEOs. They don’t have to be computer
programmers or loan officers to lead effectively. And consensus manage-
ment doesn’t mean deciding with the crowd, or taking a vote. It means
influencing the crowd with correct decisions.

In this case, the CEO worked with the project team from beginning to
end. He understood the recommendations, and he saw a nice fit for the
whole organization. Each bank president saw only one-tenth of the situa-
tion based on his limited experience. Twelve years later, the recommen-
dation is still right — thanks to presidential choice and a succession team
that learned well from the now twice-retired boss. �

Art Gillis has been telling it like it is in the bank industry for nearly 40 years and
is a regular contributor to the Bank Systems & Technology blog. To read more
of Gillis’ unique observations, as well as opinions from BS&T’s editors and indus-
try insiders, visit banktech.com/blog.

OLITICAL CORRECTNESS IS NEVER a good basis for
a decision on in-house versus outsourcing. But pres-
idential choice is. Bruce Livesay, CIO of First
Tennessee Bank, spoke volumes when he recently

said, “It’s probably different for every bank in their situation.”
It sure is different. In a vacuum, both methods are right. It’s just that

when you attach each method to a specific bank, it becomes the right
one or the wrong one. That’s why the CEO is the critical decision maker.  

Here’s a look at reality in the form of a story from
a client experience. After a five-month project to
select the right solution for a $4-billion (now $13
billion), 10-bank holding company, the company’s
CEO took me aside and said, “Your job isn’t complete
until you convince 10 independent-minded bank
presidents that we’re doing the right thing.”

I said, “Don’t worry, I can’t stay for golf, and I’ll
be gone right after lunch.”

“Take my advice,” he responded. “Pack a bag

Don’t Give Up 
On Smart CEOs
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When it comes to in-house versus outsourcing,
don’t discount the decision-making powers of
a smart CEO, recommends long-time industry
consultant Art Gillis.
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