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MAIN PROCESSES OUTSOURCED IN 2004
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Tax consulting

Financial reporting

General accounting

Travel expense reimbursement

IT support

Customer service

HR/Payroll processes

Transaction management

IT development

Source: Centre on Globalization and Sustainable Development, 
Columbia University

Per cent of respondents

MAIN DRIVERS OF OFFSHORE OUTSOURCING

0 10 20 30 40 50 60 70 80

Ensure better compliance with regulatory
requirements

Lack of internal staff/capabilities

Consolidation of business processes
across multiple divisions/locations

No reason to outsourcing the business
proces

Improve inefficient internal processes

Ability to take advantage of offshore
labour

Access to better technology and systems

Increase service levels

Increase capacity

Cost Savings (reduce and control
operating costs)

Source: Centre on Globalization and Sustainable Development, 
Columbia University

Per cent of respondents
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India

Nearest Competitor

Percentage of respondents

Source: McKinsey Quarterly Survey, March 2005

WHERE COMPANIES INTEND TO OFFSHORE THE 
FOLLOWING ACTIVITIES
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China

Germany
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2003

1990

Source: The World Bank, TD Economics

 Percent of commercial service exports

COMPUTER, COMMUNICATIONS & OTHER 
SERVICES EXPORTS
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Source: McKinsey Global Institute 

WORLD’S THEORETICAL LABOUR SUPPLY IN 2003*

AVERAGE EXPECTED SALARY GROWTH IN 2006
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POTENTIAL DESTINATIONS FOR OFFSHORING COMMERCIAL SERVICES

IT Labour Infra- Advantages Disadvantages
 Force structure

Czech Republic Low cost, high quality Good Solid infrastructure Talent retention issues
Poland Low cost, high quality Good Good intellectual capital Talent retention issues
India Low cost, high quality Average
Ukraine Low cost, high quality Poor High quality engineers Poor infrastructure
Russia Low cost, high quality Poor High quality engineers Unstable economy

Canada High cost, high quality Good Nearshore, highly compatible culture to UK & US High cost of employees

Ireland High cost, high quality Good
Large devlpmt. centres of tech firms, significant 
offshoring precedent High cost

Israel High cost, high quality Good More shrink wrapped software production Regional unrest

Singapore High cost, high quality Good
Business friendly governance; high tax 
incentives for IT exports

Limited availability of skilled labour 
pool

Malaysia Low cost, moderate quality Good
High gov’t support, investments of $10 billion in 
high tech parks Political instability

Philippines Low cost, moderate quality Good Good English skills
Low availability of project 
management

Pakistan Low cost, moderate quality Poor Focus on software quality and processes Geopolitical risk

Mexico
Moderate cost, moderate 
quality Good Nearshore, familiarity with US culture

Scalability may be an issue, limited 
skilled workforce

Argentina High cost, moderate quality Average Large educated population High salaries, political instability

China Low cost, low quality Average Large number of IT professionals Lack of project management

Brazil Moderate cost, low quality Poor IT centres of large MNCs, government support Language
Source: Evalueserve, NASSCOM (March 2003)
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CANADIAN COMMERICAL TRADE SURPLUS BY COUNTRY
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Net Exports 

Country 2002 1997-2002 1992-2002 2002 Level 1997-2002 1992-2002 2002

Level* % ch. % ch. Level* % ch. % ch. Level*
Ireland 10,337 545 9,832

UK 4,463 14 14 1,664 18 6 2,800

US 6,930 6 16 4,193 20 34 2,737

Canada 1,960 12 11 883 5 7 1,077
Sweden 1,469 36 24 865 25 21 604

Hungary 194 18 155 13 39

Czech Republic 142 26 121 23 20

Korea 20 37 13 124 13 7 -104

Germany 5,162 17 24 6,096 14 19 -934

Japan 1,140 -4 2,149 -10 -1,008

UK 38,824 9 10 18,724 11 10 20,100

US 60,766 9 10 41,647 12 12 19,119

Canada 9,105 3 8 8,738 3 6 367
Hungary 2,226 20 2 2,665 16 5 -439

Czech Republic 1,411 2 2,164 10 -753

Sweden 8,629 19 15 9,416 21 15 -788

Korea 6,245 -6 8 10,696 6 15 -4,451

Japan 17,408 -4 0 24,703 -5 0 -7,294

Germany 27,847 2 6 39,002 6 6 -11,155

Ireland 4,935 18,745 -13,810

* in millions of US dollars

Source: OECD

POTENTIALLY OFFSHOREABLE SERVICES TRADE

Computer and Info. Services

Other Business Services

ImportsExports
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CAPITAL INTENSITY BY INDUSTRY
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Canada relative to U.S.

Canada more
intensive

Canada less 
intensive

GREATEST CHALLENGES IN MAKING THE 
OUTSOURCING ARRANGEMENT WORK

Connecting the 
suppliers with 
your customer 

base
23%

Dealing with 
the learning 

curve
27%

Coordination 
with the 
supplier

18%

Establishing a 
new business 
process model

32%

Source: Canadian Technology Human Resource Board, June 2005
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Canada 36,000

Ireland 25,000 - 35,000

Israel 25,000

South Africa 18,000

Argentina 10,550

India 5000 - 12,000

China 9600

Brazil 9500

Czech Republic 7500

Russia 7000

Source: Evalueserve, NASSCOM

IT EMPLOYEE COSTS IN 2003

 (US$/year)

Share (%)

2003

Credit Intermediation and Related Activities 89.1

Finance and Insurance 83.3

Securities, Commodity Contracts and Financial Investment Related Activities 79.0

Insurance Carriers amd Related Activities 67.9

Professional Scientific and Technical Services 66.7

Broadcasting and Telecommunications 38.1

Information and Cultural Industries 34.5

Information Services and Data Processing Services 31.9

Provincial and Territorial Pulbic Administration 30.9

Federal Government Public Administration 30.7
*Selections based on jobs that make use of IT to produce their output;  their output can
 be traded with the help of IT; their work has high explicit info. or "codified knowledge" content;
their work does not necessarily require face-to-face contact

Source: Desiree van Welsum and Graham Vickery - OECD

SHARE OF  EMPLOYMENT POTENTIALLY AFFECTED

BY OFFSHORING IN  CANADA - BY SECTOR *

Top 10 Industries
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