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ABSTRACT

Policy debates and academic research have emphasised the need for investment in human
capital for improving national and organisational competitiveness and reducing
unemployment. However, limited attempts have been undertaken to understand the
factors that explain a firm’s decision to invest in training. Most studies have been
undertaken in the context of manufacturing firms in developed countries. Extant training
demand models do not fully explicate the reasons for differences in training provision
between firms operating in one industry sector. Further, the extant literature has often
neglected a much cited need to consider, among other external factors, the influence of an
organisation’s clients on its decision to invest in training. Finally, little is known of the
factors that influence a firm’s decision to invest in training in the context of born-global,
high-technology firms in a developing country context. This thesis is an attempt to bridge
the above gaps. More specifically, it addresses how various factors—internal and external
to the firm—interact with each other in shaping the final provision of training. Further,

the thesis explores the reasons for variations in training between firms.

Owing to the still evolving state of theory and a relatively unexplored contextual setting,
case study research is considered an appropriate method for this study. This thesis
examines factors influencing training in ten organisations in India’s IT services sector.
Findings from case analysis suggest that the nature and extent of training is a result of
complex interaction between an organisation’s internal and external environment. An
organisation’s competitive strategy, the service markets it caters to, clients’ specifications,
workplace change, employee turnover, the temporal dimension of a process/project, and
process complexity are found to be important factors in training decision-making.
Contrary to the established view of training as an integral part of a firm’s human resource
management infrastructure, this thesis finds support for strong linkages between a firm’s
training infrastructure and its operations management. Further, this thesis reveals the
critical and unexplored link between an organisation’s quality management systems and
its human resource management, as well as its learning and market orientation
capabilities, in shaping the nature and extent of training. Findings from the study are then
used in the development of a conceptual framework for understanding training decision-
making in dynamic and high-growth outsourcing environments. Finally, areas for future

research are identified.
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CHAPTER 1

INTRODUCTION

This chapter presents an overview of the thesis. It sets out the research objectives and
briefly discusses the context, the methodology, and the mode of analysis. It also lays out

the structure of the thesis.

Extant literature acknowledges the role training, learning, and skill development play in
the development of the individual, organisational, and dynamic capabilities necessary for
achieving competitive advantage (Lepak & Snell, 2003; Pfeffer, 1994; Teece et al., 1990;
Harrison & Kessels, 2004). Recent studies suggest that, globally, close to $100 billion per
annum is invested in employee training (Ketter, 2006). Further, investment in training and
education has been noted to enhance national competitiveness and minimise the risk of
unemployment (ILO, 2001; OECD, 1994; Bishop, 1994; Felstead & Green, 1995; Ashton
& Green, 1996). Although the extant literature is well developed on the supply side of
skills focusing on a nation’s training and education infrastructure, the debate over the
relative demand for the skills created by the educational infrastructure exists in policy,
academic and business communities (Felstead et al, 2002; Keep & Mayhew, 1996). The
issue of the relevance of such skills needs to be understood in the context of where these
skills are needed most—the organisations. Improvements at a national level can occur
only in the context of improvement of the provision of training at an organisational level

(Cappelli, 1994; Porter et al., 2004).

Most studies that explain training dynamics at an organisational level (Pettigrew et al.,
1989; Dostie & Montmarquette, 2007; Smith & Hayton, 1999; Ridoutt et al., 2002; Smith
et al., 2003, 2004) have been undertaken in a developed country context, focusing on
manufacturing sector firms. With regard to developing countries such as India, and its
services sector, especially its fast-growing IT services sector, little research has been
undertaken on investment in training at an organisational level, despite an increasing gap
between the demand for, and supply of, a skilled pool of human capital (Narayanan &
Neethi, 2005; NTITSD, 2003; NASSCOM-KPMG, 2004). Recent estimates from India’s
IT and IT-enabled services (ITeS) sectors suggest that US$1.5-2.0 billion per annum was
spent on training in 2007, with the top four players accounting for close to US$500



million of the total amount spent, an average training budget of about US$5000 per
person (Economic Times, 2007). This thesis examines the factors that drive a firm’s
decision to invest in training in India’s information technology (IT) sector. This study
also seeks to explain why some firms invest more in training than other firms in the same

industry sector.

The study is situated within the wider literature on human resource development (HRD),
and focuses on a much-cited and often neglected need to study the external factors,
especially the influence of an organisation’s customers/clients, in a firm’s decision to
train (Leimbach & Baldwin, 1997; Bing et al., 2003; Short, 2006). External factors are
particularly important given the distinctive features of the IT sector, such as the high level
of interdependence between service providers and client firms, shorter project/process life
cycles, and the dynamic nature of the coordination that exists between client and provider
firms (Banerjee, 2004, 2006). In addition to extending the extant theory-building attempts
in the field of enterprise training (Pettigrew et al., 1988; Dostie & Montmarquette, 2007,
Smith & Hayton, 1999; Ridoutt et al., 2002; Smith et al., 2003, 2004), this study’s
distinctive contribution is in identifying the influence of market orientation, learning
orientation and quality management systems on the nature and extent of training in a
dynamic outsourcing environment, in the context of India’s IT sector. Before the study’s
research problem and contributions are explicated, the following section provides a

definition of training for the purposes of this study.

Defining Training
The study and practice of HRD focuses mainly on issues relating to training and
development, and career and organisation development (McMaglan, 1989; De Cieri &
Holland, 2006; Swanson & Holton, 2001). This stream of literature has witnessed
attempts at HRD conceptualisation and theory building (Barrie & Pace, 1998; Kuchinke,
1998; Lee, 2001; Mankin, 2001; McLean, 1998, 1999; McLean & McLean, 2001;
Sambrook & Stewart, 1998; Swanson, 2001). A definition of HRD that has received
significant consensus is that it is “a process for developing and unleashing human
expertise through organisation development and personnel training and development for

the purpose of improving performance” (Swanson & Holton, 2001, p. 4).

Despite this definition and given the central focus training has within the field of HRD,

there are varying academic and practitioner definitions of training, development,



education and learning (Garavan, 1997). The Cambridge Dictionary defines training as
the process of learning the skills you need to do a particular job or activity. Generally,
within the human resource management (HRM) and HRD literatures, training is defined
as a planned and systematic effort to modify knowledge, skills and attitudes through
learning experiences, to achieve effective performance in an activity or a range of
activities (Garavan et al., 2000). Garavan (1997) argues that one should “view the
concepts of training, development and education as an integrated whole with the concept
of learning as the glue which holds them together” (p. 40). In a major research project on
enterprise training in Australia, Hayton et al. (1996) considered enterprise training as “all
forms of skill formation activity relevant to the operation of the enterprise. This includes
formal and informal training, and on-site and off-site education and training” (Hayton et

al., as cited in Ridoutt et al., 2002, p. 27).

While most training definitions are focused on individuals and their performance on the
job, for the purposes of this thesis the definition provided by Hayton et al (1996) is
modified. Training is broadly conceptualised, in the context of organisations operating for
profit, as: all learning activities relevant to the operation of an enterprise and includes
formal and informal training, development, and education provided by the organisation,
internally or externally. Further description of the dimensions of the nature and extent of

training considered in this study is offered in Chapter 3.

The Problem in Context

The research problem in this study is grounded at two levels: a theoretical level and a
practitioner level. In the 2003 special issue, Advances in Developing Human Resources
(the Academy of HRD’s flagship journal for theory advancement issues)—identified
some key challenges faced by the field of HRD and set forth a new agenda for
researchers. Among a range of issues identified, the special issue pointed towards the
need for an organisation to move away from an inward-looking approach, serving a
narrow set of stakeholders, usually as its shareholders, to an outward looking approach,
serving the needs of a wider group of stakeholders, such as its customers (Bing et al.,
2003; May et al., 2003; Rouna et al., 2003; Packar & Sharar, 2003). The need to also
consider what customers or clients need from HRD has been identified in the past
(Leimbach & Baldwin, 1997) and even recently noted as a “gap between research and

practice” following a 10-year review of HRD literature (Short, 2006). Although some



authors have advanced the key underlying theories of HRD (Swanson, 2001; Mankin,
2001) and have outlined the main dependent variables or outcomes for HRD (Swanson,
1999; Swanson & Holton, 2005), the issue of adopting an outward-looking approach, and
of undertaking research that delineates the training drivers (an approach that precedes any

intended outcomes of HRD) is largely unaddressed.

For an understanding of the problem at a theoretical level, firstly, a deeper analysis and
explanation of the phenomenon is needed on what drives or triggers investment in
training. This analysis should precede the discussion on the why or outcomes/purpose of
HRD (for example, performance improvement, productivity enhancement, individual
learning). Although there have been some attempts to delineate and model the factors that
appear to drive or trigger investment in training (OECD/CERI, 1988; Pettigrew et al.,
1988; Green et al., 2003; Dostie & Montmarquette, 2007; Smith & Hayton, 1999; Smith
et al., 2003, 2004;), the research generally lacks theoretical elegance and articulation to
HRD and its related theories. With the exception of Smith and Dowling (2001) and
Ashton and Sung (2006), the above studies also tended to adopt an input-output model of
certain factors that drive firms’ investment in training. Although the above models offer
us a framework and some understanding of the relationships between key explanatory
factors, the studies offer limited understanding of why one factor does not explain the

variance in another industry or even within the same industry type.

Secondly, existing research has predominantly been undertaken in the context of
developed economies, such as those of the UK, USA, Australia, Canada, New Zealand
and other OECD countries. In the context of developing countries, such as India, limited
literature is available about training in general, and its drivers in particular. Further, the
main purpose of the above studies was usually to investigate and possibly address the
governments’ socio-economic policy needs relating to education and training. For
example, UK studies looked at why national skills and training systems failed (Finegold
& Soskice, 1988). Australian studies sought to clarify or demystify the low level of
training provision by firms (Smith & Hayton, 1999; Mclntyre et al., 1996). Following a
holistic approach to developing human capability in New Zealand workplaces,
researchers from New Zealand (Bryson & O’Neil, 2008) examined the drivers and
barriers at institutional, organisational and individual levels. Academics and practitioners
in developing countries have to rely almost exclusively on research disseminated by

North American and European HRD journals. Further, as such research tends to be from



developed countries, contextual factors, which are gaining importance, remain largely
unaddressed in a developing country context (Woodall, 2005). Also, given that HRD is an
applied discipline, this research thesis will utilise Swanson’s (2007) work for building a
theoretical framework in applied disciplines such as HRD. To this end, this thesis will
consider HRD’s relevant theoretical foundations, as well as include any novel theories

that best explain the phenomenon under study (Swanson, 2007).

Thirdly, for firms to adopt an outward-looking approach, it is important that they look at
the needs of their external clients or customers (Leimbach & Baldwin, 1997; Bing et al.,
2003; Short, 2006). In the context of research in HRD, it is important not only because of
limited literature on the topic, but also because of the added value that might emerge from
an organisation’s clients or customers, given the richness and reach of information, as
well as the influence clients/customers now have on an organisation’s products and
services. Added value could occur through customer feedback about product/process
improvements and ideas for new product development. Such feedback loops are noted in
the service, high technology, and consumer goods sectors (Baker & Sinkula, 2002, 2005).
Further, staying close to customers/clients presents HRD practitioners and academics with
an opportunity to engage in evidence-based HRD practice (Hamlin, 2007) and to address
the academic discourse about the disconnection between HRD theory and practice

(Holton, 2004; Yorks, 2005).

Given that interaction between service providers and clients/customers is highest in the
services sector, and especially in the high technology areas, where clients and service
organisations demonstrate dynamic coordination and collaboration to enable service
delivery (Banerjee, 2004), this research project focuses on one of India’s services sectors,
its IT sector. Recent research points to the limited studies on HRM and skills
development issues of IT professionals (Githens et al., 2008; Kaplan & Lerouge, 2007).

Further reasons for choosing India’s IT sector are discussed in the following section.

First, within the services sector in India, its IT sector is relatively under-researched for
HRD issues in general (Rao & Abraham, 1986; Yadapadithaya, 2001) and for training
drivers in particular. Second, the sector is posting dynamic growth rates in revenues and
employment and is constantly undergoing technological change, thus requiring new
research to inform theory-building and future practice needs for the sector and its sub-

sectors. Third, the organisations vary greatly in the size and range of services offered, and



there is likely to be more than a single explanation for investment in training. Typically,
large IT firms secure long-term contracts in a range of industries and specialisations,
whereas small and medium-sized firms attract short-term contracts in a narrow area of
specialisation. Fourth, given the dynamic environment, short product/process lifecycles,
and the constant need for knowledge acquisition, transfer, and absorption to and from
clients, a study of the temporal dimension of the projects/process in relation to training is
appropriate. Such diversity and dynamism in the industry presents an opportunity for
HRD researchers-theorists to explore how best to synthesise or modify any applicable
theoretical frameworks suitable for ensuring an outward-looking and market-based
organisational learning approach (Sinkula et al., 1997; Baker & Sinkula, 1999, 1999a,

2002, 2005). This framework will be explained later in the literature review chapter.

At a practitioner level, first, insights into training drivers and the reasons for them are
important for HRD practitioners to effectively utilise and combine available resources
with a view to engaging in evidence-based HRD (Hamlin, 2007). Second, given the
uneven profile of India’s IT sector (Heeks, 1998) and that the bulk of the revenues are
accounted for by large firms, which constitute less than 1% of the total firms operating in
the sector (Ethiraj et al., 2005), it is important for HRD practitioners to understand any
differences in the level of training drivers in small, medium-sized and large firms, as well
as those operating in different sub-sectors of the industry. Third, the sector’s high
employee turnover and growth in employment in the last two decades requires HR and
HRD practitioners to gain a better understanding of how to deal with ongoing people

management and HRD issues (NASSCOM, 2004).

Using a case study methodology, this research will analyse the factors that trigger
investment in training in the context of India’s information technology (IT) sector and
provide detailed descriptions and analysis of how these factors interact with each other.
Finally, after considering the what and how questions, it will analyse and interpret the
contextual reasons why IT firms in India invest in training and offer explanations for

variation in training between firms.

To this end, this study aims to:

e identify what the key factors are that drive a firm’s decision to invest in training

e explain how an organisation’s clients influence its decision to provide training



e cxplain how various factors—internal and external—interact and influence the
nature and extent of training
e explain why some firms invest more than others even when they are in the same
industry.
Research Contributions

The research is significant for a number of reasons and the key contributions of the study
can be summarised on the basis of theoretical, methodological, and practitioner
contributions.

Theoretical Contributions

The research contribution is unique as it shows how firms in a dynamic and high-growth
outsourcing environment within the Indian context use its strategic capabilities to respond
to market forces. This study brings together previously ignored relationships between
constructs from different disciplines in an understandable manner and, in the process,
contributes to unexplored and critical dimensions relevant to the body of knowledge
pertaining to training and HRD. In particular, the contributions are in the following three

arcas:

The high-technology services sector in the context of a developing country

Existing HRD literature in India mostly focuses on national HRD trends and the impact of
India’s liberalisation policies on firms’ training and development infrastructures (Rao,
2004; Rao & Abraham, 1986; Rao & Varghese, 2009; Yadapadithaya, 2001). There is
limited HRD research undertaken in the services sector and even less in the high
technology sectors, such as the information technology (IT) sector. Further, recent studies
on India’s IT sector have concentrated only on the low added-value segment in customer
service centres, such as call centres (Taylor & Bain, 2004; Shah & Jerrard, 2004). In
general, research on call centres focuses on three main strands of literature. The first
dominant strand comprises the organisation of work within a Taylorist paradigm and
looks at issues related to monotonous work and excessive monitoring and control (Taylor
& Bain, 1999; Burgess & Connell, 2004). The second strand includes employee voice,
resistance, and other coping mechanisms (van den Broek, 2002). The third strand uses a
unitary approach in dealing with labour turnover, employee commitment, service quality,
training staff, strategic human resource management and business models, and managing

stress (Batt et al., 2000; Carton et al., 2004; Fernie and Metcalf, 1998; Hutchinson et al.,



2001; Shah and Jerrard, 2004). This research project contributes to the limited body of
research on training drivers in two sub-sectors: India’s IT software services (ITSS) and

IT-enabled services (ITeS) sub-sectors.

Client or customer perspectives

Owing to the increasing investment in employer-sponsored training (Economic Times,
2007; Ketter, 2006), shareholders, customers and clients ought to know whether such
training is effective and the factors that influence training decision making. Further, given
the huge amounts spent on training, HRD practitioners and academics have an obligation
to consider the varying needs of a range of stakeholders (Bing et al., 2004; Chermack et
al., 2003; Rouna et al., 2003), to consider a two-way customer-service model (Wang,
2003), and to look for theories that help to meet the varied needs of an organisation’s
stakeholders. To this end, this research contributes by considering training from the
perspective of an organisation’s clients, employing a market-based organisational

learning framework (Sinkula et al., 1997; Baker & Sinkula, 1999, 1999a).

Temporal dimension

Although some neo-human capital theorists (Woznaik, 1984, 1987; Bartel &
Lichtenberg, 1987) and learning theorists suggest a temporal dimension in any learning
that organisations undergo, there is little known of the training decision-making that
occurs at a project or process level. This thesis will fill this gap to help practitioners to
plan for the volume and diversity of training for new projects and processes from a

temporal dimension.

Methodological Contribution

In the context of a developing country such as India, this study’s contribution is in
analysing the findings from the viewpoint of key informants of the study in their natural
settings. The relatively under-researched contextual setting and research topic, and the
theory-building case-study research strategy adopted (Dooley, 2002; Yin, 2003;
Eisenhardt, 1989) to study a dynamic outsourcing environment are unique contributions
from a methodological viewpoint. Understanding the phenomenon in a natural setting
enables richness and reach. Triangulation of data allows flexibility during various stages

of data collection, analysis, and theory-building (Eisenhardt, 1989).



Practice Contribution

Owing to the acknowledged role training plays in improving an organisation’s
performance at various levels, the explanations for variation in training for firms
operating in different strategic milieus are critical to practitioners’ understanding. The
study offers deep insights into the training drivers and the complex decision making that
surrounds it. Further, gaining an understanding of how certain organisational capabilities
and human resource management practices in a dynamic outsourcing environment are
developed will assist practitioners to make strategic choices in their training decision

making.

Conclusion

In this chapter, an overview of the research, of the nature of the research problem, and of
the gaps has been presented. In the next chapter, a contextual background of India’s wider
socio-economic and political environment is provided, to enable a better understanding of
the research problem, given its unique cultural, social, economic and political
environment and the unique stages of evolution of the IT sector. The rest of the thesis is
organised as follows: Chapter 3 critically evaluates the theoretical perspectives from
extant literature and identifies the specific research questions that follow. Chapter 4
presents the justification and details of the use of case-study methodology followed by
this thesis. Chapter 5 presents the within-case analyses. Chapter 6 discusses themes
emanating from cross-case analysis. Chapter 7 discusses the findings and develops a
conceptual framework for understanding training decision-making in case organisations.
Chapter 8 presents implications for practice, policy, and theory development. The thesis
concludes by discussing the limitations of the current research and directions for future

research.



CHAPTER 2

THE IT SECTOR AND ITS CONTEXTUAL
ENVIRONMENT

Introduction

This chapter begins with a brief overview of India’s socio-economic composition and its
demographic details, and then discusses the evolution of its IT sector in light of the global
development and expansion of the IT sector. Rao (2004) argues that for framing a
nation’s HRD needs it is important to understand its human resource endowments, the
structure of its economy, its culture, and its demographic characteristics. Understanding
how the sector evolved and how it continues to demonstrate growth enables a better
understanding of the contextual environment in which firms organise their training

activity.

India: Key Demographics

India is the second most populous country and the largest democracy in the world. With
an estimated population of 1.17 billion (World Bank, 2007), India is a country of 34
geographical units, 18 official languages, and numerous religious beliefs and social caste
hierarchy systems (Rao, 2004). It is predominantly an agricultural economy, with a
literacy rate of about 61% and about 29% of its people living below the poverty line
(World Bank, 2007).

Socio-cultural beliefs in India reflect a strong orientation towards education: a typical
middle-class family would desire their child to become a doctor or an engineer. With a
workforce of close to 440 million people and a significant majority (close to 50%) of its
population less than 25 years of age (Rao & Varghese, 2009), India also has one of the
largest pools of technically qualified and English-speaking graduates, working in a range
of industries. Although India has 338 universities and about 12,000 higher education
colleges producing 2.5 million graduates each year in various disciplines, including about

150,000  engineering graduates (MHRD, 2007), the issue of their immediate



employability in today’s globalised economy is a real concern (NASSCOM-KPMG,
2004). Despite the fact that India boasts one of the oldest technical colleges in the
world—the School of Survey in Chennai—set up in 1794, there is a need to increase the
industry-academia collaboration to keep up with the growing demands of the IT sector

(NASSCOM-KPMG, 2004; NTITSD, 2003).

Economic Development

Before the Government of India introduced its economic liberalisation programme of the
1990s, the dominant logic was import substitution and self-reliance. Although this led to
well-developed primary, secondary and tertiary sectors, it also created the licence-Raj
system, which regulated the number of industrialists and their outputs by issuing licenses
and regulating quotas. During this period, the education infrastructure expanded to ensure
a constant supply of skilled people for these industry sectors. Although most service and
manufacturing sectors have been in existence for more than a century (for example,
banking, finance, power, insurance, railways, and petroleum refineries), their growth
gained further momentum immediately after India became a republic in 1947, and
centralised planning took over to meet the twin national goals of import substitution and
self-reliance. The result was the development of knowledge, experience and skills in a
range of industry sectors and a well-developed labour market, ensuring a gradual but
steady growth of industries. However, numerous deterrents to full scale economic
development existed in the licence-Raj era, such as corruption, bureaucracy, “red-tapism”
and the monopolistic participation of state-owned enterprises in key industry sectors.
Foreign investment and ownership was both limited and regulated, leading to limited

inflow of foreign exchange and technological knowledge.

When one considers the poor and backward country image that India has had and its
protected and technologically underdeveloped economy, which has been on the brink of
bankruptcy, the success of India’s IT sector needs further exploration. It warrants even
more exploration given the mixed bag of media responses about the growth of India’s IT
sector. The following section provides an overview of the nature and structure of India’s

IT sector.



Overview of India’s IT Sector

Revenues, Employment, and Structure

Although the IT industry started in the mid 1970s, it is only in the last two decades that

the sector has witnessed a steady growth in revenue and employee numbers. The sector

grew at an average compounded annual rate of 50% between 1989 and 2000. Only

recently has the annual growth rate stabilised to around 30% per annum (NASSCOM,
2007). Its revenue has increased from US$175 million in 1989-90 to US$47 billion in

2006-07 (see Figure 1), of which exports, primarily to the US and European markets,

comprise 67% and 25% respectively of the total revenue (See Table 1). The sector

contributes to 5.4% of India’s GDP.

5.4%
Billion USD

B DOMESTIC MARKET 4.1%
W EXPORTS 3.6%

4.7%
1,630,000

670,000

% 1.2%
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Figure 1. Growth of India’s IT sector.
(NASSCOM, 2007)

Table 1

Geographical Destinations

Market 2005 2006 2007
Americas 68.30% 67.18% 67.18%
Europe 23.10% 25.13% 25.13%
Rest of the World 8.60% 7.69% 7.69%

(NASSCOM, 2007)
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Recent figures report revenue of US$64 billion and an employment of 2.1 million for the

year ending 2008. Broadly, the sector can be classified into three sub-sectors:

e [T hardware manufacturing (ITHM)
e [T software services (ITSS)
e IT-enabled services (ITeS), which includes business processes outsourcing (BPO)

services.

Because the focus of this research is the services sector, the ITHM sub-sector will be
excluded from this study. Within ITSS, there are numerous areas of specialisation and
service lines. The sector caters to a range of industries (commonly called “verticals” in
the sector), and within these industries it caters to a range of specialisations (commonly
called “domains” or “horizontals” in the sector). Figure 2 provides a snapshot of the main
industries the sector is catering to. BFSI here refers to Banking, Financial Services and

Insurance. It is  important to  note  here that these  industries

Financial Year 2006

other ] 8.4%
B ] 381%
Hi-tech/Telecom [ 19.8%
Manufacturing e 12.9%
Retail _ 7.6%

Media, Publishing and 4.2%
Entertainment —

0,
Construction and Utilities - 4.0%
Healthcare - 3.0%

Airlines and transportation [ 2-1%

Airligr:es Health | Constry Media, |Retgj||Manufac |  n;.

care |CtON & publish turing | tech/ | BFSI|Other

ranspor utilities |INg & Telecom
entertainment

NIFY dG 21% | 3.0% 4.0%| 4.2% 7.6% 12.9% 19.8% (38.1%| 8.4%

Figure 2. ITSS & ITeS/BPO industry verticals.
(NASSCOM, 2007)

have also been in operation for a long time in India, some (for example, BFSI, Oil and
Gas, Construction and Utilities, Education) for more than a century. This would suggest
that a labour market in these sectors is well developed, both in terms of quantity and
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quality. In other words, there exists a labour market of skilled and experienced human
resources to be tapped by the ITSS and ITeS/BPO sectors although they are not servicing
the cutting edge of the high-end technology market.

The ITSS sector provides services that are typical of a software development life cycle;
see, for example, Figure 3 below. The Waterfall Model of the life cycle of software
development comprises a requirements analysis, higher and lower level design, coding,
testing, and post-production maintenance and support. Other services in ITSS include IT
consulting, infrastructure management, networking services, product development and
embedded software design and development. Firms may provide services for the entire
software development cycle, typical in a product development environment, or provide
services for various stages, for example, coding, testing, application maintenance and

support, typical of firms operating in a project environment.

Requirements

Analysis j\
_LL i
High-Level
Design %
@ Low level
Design

%

G

Coding

G

ﬁ

Testing

ﬁ

Post-production

]

Support

Figure 3. The Waterfall Model: Software development life cycle.
(Adapted from Arora et al., 1999)

In short, ITSS mainly includes firms operating in either a project environment, offering a
range of services in the development cycle, or a product environment, or both. Typical
software product firms develop and sell software packages, for example, Microsoft’s MS
Office or SAPs My-SAP-ERP. A closer examination of the sector reveals that the share of
product development work relative to IT services (or projects) has always been extremely
low. It was 5% in 1990. Only recently has the product development and R&D work
increased: from about 8% of software exports in 1999 (which was also the year that the
government made changes to foreign ownership rules, intellectual property protection and

14



venture capital (Dossani, 2005; Heeks, 1996, 1998)) to 27% of ITSS exports in 2007.
(Refer to Table 2 for Years 2006 to 2008.) Further examination of the revenues of key
players in the sector reveals that less than 1% of all of the firms in the sector (about 3000)
account for almost 60% of the export revenue (Athreye, 2005; Ethiraj et al., 2005;
NASSCOM, 2006). This percentage would suggest that a small number of firms
continued to grow at higher than the average growth rate posted by the sector and that
there are differences in organisational performance between some of the larger firms and

other firms in the sector.

Table 2
IT Industry: Sector-Wise Break-Up

USD billion FY 2006 FY 2007 FY 2008 P

IT Services 17.8 23.6 30-31
Exports 13.3 18.0 -
Domestic 4.5 5.6 -

Eng Services and R&D, S/W Prods 5.3 6.5 ~8
Exports 4 4.9 -
Domestic 1.3 1.6 -

ITES-BPO 7.2 9.5 11-12
Exports 6.3 8.4 -
Domestic 0.9 1.1 -

Total Software and Services Revenues 30.3 39.6 49-50

Of which, exports are 23.6 314 39-40

Domestic 6.7 8.2 ~10

Hardware 7 8.2 -

Total IT Industry (including Hardware) 374 47.8 -

FY= Financial year, P=Provisional

(NASSCOM, 2007)

A notable point here is that most of these firms rely on software services rather than
software products as their main source of revenue, despite the popular belief that the
development of a software brand/product is essential for sustained competitive advantage.
While product superiority and leadership is noted for brands such as Microsoft, Oracle,

Adobe and SAP, it has been argued that the services market is much larger than the
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product market (Banerjee, 2004). Product development requires higher level investment
and capabilities in research and development, marketing and promotion, which most
Indian firms did not possess in the early stages of their evolution. Banerjee (2004) argues
that product superiority arises from a manufacturing mindset and thus the product will
always be perceived as superior, whereas projects, although perceived as risky and less
rewarding, offer some advantages over the product environment. For example, the same
programming code can arguably be deployed over different projects. Projects require
limited upfront investment in R&D and marketing. While the revenue is generally much
higher in product environments owing to global reach, their profitability is similar to that
of firms in the IT services sector (Arora, 2006). Finally, even in a product environment,
there will always be a need for project service firms to support, maintain, and undertake
coding, testing, or even collaborative product development for product firms. This is the
market space where the Indian software services firms have carved a niche for
themselves, and they are gradually moving up the value chain. What is still to be seen is
whether any Indian firms are able to develop and register significant patents for their

products, although there are some early signs of confidence emerging (Arora, 2006).

Back-office Customer Contact Corporate Support Knowledge & Decision R&D & Design
(Data entry & (Call Centres, (HR, F&A, IT support) Services (Taxation, (Analytics, content
Transcription) telemarketing) legal, & underwriting) development, CAD /
CAM/CAE)
LOW COMPLEXITY MEDIUM COMPLEXITY HIGH COMPLEXITY
LOW $ VALUE MEDIUM $ VALUE HIGH $ VALUE

Figure 4. Continuum of ITeS/BPO services.
(Adapted from NASSCOM & KPMG, 2004)

The ITeS/ BPO services sub-sector on the other hand can be broadly classified into voice
(for example, customer care centres such as call centres) and non-voice services (for
example, back-office business process outsourcing). The latter attracts a medium to high
dollar rate as against the former. Examples of these high-end non-voice services include
market analytics, market research, HR outsourcing and legal services. There is almost a

price and added value continuum for this sub-sector (See Figure 4 above).



Business Models and Nature of Contracts

India’s IT sector today has a range of business models in operation. They can be traced
back to its stages of evolution. Broadly, the firms in the sector include domestic firms,
multinational corporations (MNCs), and some form of collaboration between the two.
Firms operate as third-party service providers (most large domestic firms), captive
operators (commonly referred to as wholly owned subsidiaries of MNCs) or joint venture
business partnerships, for example, third-party service providers setting up a shop for
MNCs on a build, operate and transfer (BOT), or build, operate, lease and transfer
(BOLT), basis. The business contracts for third-party service providers were mainly
“Time and Material” (T&M) contracts in the early stages of their development, where
projects were undertaken on the basis of billable time and materials (labour and
infrastructure) supplied for clients’ projects. While these contracts are still prevalent,
improving organisational capabilities, changing environmental conditions, and the
competencies of domestic firms have led to the emergence of fixed-price (FP) contracts
(Athreye, 2005). For MNC captives, the business model is based on a simple cost plus a
mark-up margin. For domestic firms, T&M contracts were the norm. Because they lacked
credibility to undertake FP projects successfully, the only way that the client firm could
get a better deal through service providers was to negotiate a tough (low) dollar rate, to

cover any time and material overruns.

Global Growth of High-Tech Clusters and India’s IT Sector

The rapid growth of high-tech clusters around the world has attracted academic interest
and produced a burgeoning body of literature offering explanations of the various factors
that have led to their emergence (Arora et al, 2001a; Arora & Gambardella, 2004; Arora
& Athereye, 2002; Bresnahan et al., 2001; Finegold, 1999; Saxenian, 1994, 2001). While
the extant literature offers useful insights about the roles of human capital agglomeration,
interdependence and cooperation, and their externality-inducing effects on clusters of
high-tech firms, in the context of India’s IT sector the explanations are not generalisable

to a firm level for numerous reasons.

First, the literature offers a partial explanation as to why only one high-tech cluster—the
IT sector—evolved and other high-tech sectors in India, such as the pharmaceuticals and

engineering hardware sectors, did not perform well (Athreye, 2005; Subramaniam, 1992).



Second, with reference to the geographical ecologists’ model, Indian IT clusters weren’t
concentrated in any one city and did not follow a set pattern. For example, they started in
Mumbai and then became established in New Delhi, Pune and finally Bangalore, which is
now referred to as India’s Silicon Valley (SV) (Arora et al., 2001a). Third, the catalysts
for change in India were different from those in the Silicon Valley example. The state
played an indifferent role in India and did not encourage private entrepreneurial activity
in the IT sector (Dossani, 2005). Fourth, domestic firms in India did not have enough
access to advanced resources (for example, technical, managerial and financial), which
affected their service credibility in the overseas markets (Arora et al., 2001a; Athreye,
2005). Fifth, the collaboration between industry and academia was virtually non-existent
in the early stages of its evolution. Finally, there was generally an unsupportive

[3

entrepreneurial climate for private investment, and entrepreneurs had to find a “way
around” the government’s dominant logic of development of state-owned enterprises in
the high-technology sectors (Dossani, 2005). Examining in detail now how the sector
evolved will be useful when considering the review of the theoretical literature in Chapter

3.
The Evolution of India’s IT Sector

Existing literature explains that the evolution and growth of India’s IT sector can be
broadly grouped into three main strands. Each strand of literature is critically reviewed
and limitations from an organisational level analysis are presented. Its diverse theoretical

orientations are grounded in literature from:

e human capital agglomeration (economics), comparative advantage, and the role of
transnational corporations (TNCs) (Giarrantana et al., 2003; Patalibanda &
Peterson, 2002; Athreye, 2004, 2005)

e public policy, institutional dynamics, and evolving service capability
(Athreye,2005; Arora et al., 2001, 2006; Dossani, 2005; Nilakant, 2005)

e strategy, resources, organisational capabilities, and dynamic coordination

(Athreye, 2005; Banerjee, 2004; Ethiraj et al., 2005).

Human Capital Accumulation, Comparative Advantage, and the Role of TNCs

Popular press and academics have argued that the presence of certain factor endowments

such as low cost, English-speaking technical human resources (Heeks, 1996) and



geographical and time advantages favoured India’s IT sector (Arora et al., 2001; Arora &
Athreye, 2001; NASSCOM, 2000). Patalibanda & Peterson (2002) and Giarrantana et al.
(2003) argue that initial factor endowments and related arbitrage opportunities led to the
entry of TNCs. Their entry had a cumulative impact on the overall stock human capital
because of knowledge spillovers to domestic firms from TNCs. Giarrantana et al. (2003)
advance three ways that such knowledge from multinational companies spills over to

domestic firms:

1. by demonstration effects and imitation through working closely with clients and
learning their standard operating procedures (Gorg & Strobl, 2002a)

2. by labour turnover from multinational companies to domestic firms when
experienced employees leave (Banerjee, 2004; Gorg & Strobl, 2002b)

3. by increasing competition and forcing the domestic firms to increase their

efficiency (Caves, 1974).

These views have their detractors (Athreye, 2004, 2005; Subramaniam, 1992; Nilakant,
2005). There was no competition for the software sector, as there was no planned effort
by the government to invest in human capital (Dossani, 2005). Instead, it was the
hardware sector that caught the government’s attention and resources in a planned manner
(Subramanian, 1992). Further, if human capital agglomeration was the case, why did
firms in other sectors, such as pharmaceutical sector, not mirror the performance of the IT
sector (Athreye, 2004; 2005)? This question is partly answered by the changing role of
the state, institutional dynamics, and the evolving organisational capabilities of domestic

IT firms.

Public Policy, Institutional Dynamics, and Evolving Service Capability

Although Dossani (2005) generally argues that the state has played an indifferent, and
sometimes even hostile, role in the promotion and support of the IT sector, Nilakant
(2005) argues that the state has played an active role, whereby certain key actors and
institutional dynamics led to the development of the sector. Using the institutional
dynamics framework developed by Scott et al. (2000) and Davis et al. (2005), Nilakant
(2005) argues that the growth of the sector can be broadly attributed to the role certain key
actors played in influencing the dominant logic of the government at that time to adapt its

governance structures to deal with the industry’s development and growth needs. The



dominant logic and governance structures prior to liberalisation programmes were:
centralised planning, import substitution, and self-reliance. There were certain actors
who convinced the government to change its dominant logic and governance structures at

various stages of the evolution and growth of the sector.

Nilakant’s (2005) phases of growth correspond very closely to Athreye’s (2005) four
phases of evolving capabilities of domestic firms of India’s IT sector. Instead of two
separate accounts, an integrated and coherent account of the sector’s evolution and
growth is presented. This approach is important for this research as the changing
emphases noted here reflect the temporal dimension of certain organisational and human
capabilities and skills developed at different stages of the sector’s evolution. Thus, they
reinforce the need to consider a temporal dimension and the contextual factors that drive

investment in training and development at an enterprise level.

While Athreye (2004) acknowledges the initial role of agglomeration economies in
human capital in the entry of TNCs and the consequent benefits that the sector derived
from TNCs’ entry, they weren’t sufficient to sustain the increasing competitive pressures
from tight labour markets due to foreign competition. Athreye (2004, 2005) argues that
the growth was an outcome of enhanced and unique organisational capabilities developed
by domestic Indian firms through their continuous improvisation on the existing business
model of TNCs. With the increasing competition in factor markets for both domestic
firms and TNCs and the declining billing rates for offshore software services (Singh,
2003), how did domestic firms continue to demonstrate increases in productivity (see

Table 3)?

Athreye (2005) argues that because firms in the IT sector were competing with TNCs in
the factor markets only and had no competition from them in the product markets, locally
and globally, at least in the early stages of their evolution, domestic firms grew and
increased their productivity by improvising their organisational capabilities and refining
on the business model originally developed by the TNCs. It was this ability of domestic
firms to transform and recombine engineers’ basic skills and knowledge acquired from
the factor markets into better organisational capabilities that allowed such sustained

growth.
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According to Athreye (2005), such organisational capabilities include tighter project
management and the development of standardised and proprietary tools for efficient
deployment of resources. This capability evolved over a period of time and went through
four distinct phases of evolution, each phase forcing domestic organisations to improve
upon the basic business model, not only to differentiate them from competition but also to
increase their productivity. It is further argued that given the generic nature of some of

these capabilities, external spillovers allowed for the development of small firms in the

sector.

Table 3

India’s Rising Productivity for Software Revenue per Employee
Year Employees Avg. Rev/Employee ($)
1993-94 90000 6198
1994-95 118000 6998
1995-96 140000 8924
1996-97 160000 11036
1997-98 180000 15000
1998-99 250000 15600
2000 284000 32,635
2004 N.A. 35,362

(Arora et al., 2000 & Dossani, 2005)
(Avg.re/employee data for 2000 and 2004 is from Dossani, 2005)

Nilakant’s (2005) institutional dynamics model and Athreye’s (2005) stages of evolving

organisational capabilities and development are presented as follows.

Pre-1984

This was the period when the government’s dominant logic was import-substitution and
self-reliance (Nilakant, 2005). It was also a period of excessive regulation, and it focused
exclusively on the development of the hardware sector and supporting state-owned
enterprises for IT services (Dossani, 2005). During this period, IBM had to exit from the
Indian market owing to the government’s regulatory policies. In 1978, IBM quit because
the Government’s Foreign Exchange Regulation Act (FERA) required IBM to dilute its
equity (Nilakant, 2005; Athreye, 2005). With IBM’s departure, there was a void in the

market for servicing the mainframes and legacy systems it had installed in the domestic
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market. Twelve hundred ex-IBM engineers were employed by a newly formed state-
owned enterprise, Computer Maintenance Corporation (CMC), to service the void in the
market. Domestic Indian firms were barred from operating in this area. As a result, CMC
dominated this niche. However, in the medium term, some knowledge spillovers helped
domestic firms to develop capability for local and overseas markets in the area of IBM
mainframes installed globally. This capability proved to be extremely beneficial for
dealing with legacy systems and migratory projects in the second phase of growth
(Nilakant, 2005). This was also the period when there was a move from mainframes to
workstations and the development of software could be undertaken independently of
hardware platforms (Dossani, 2005). The above period fostered red-tapism and corruption
in the government’s channels. Domestic firms faced cumbersome regulations and
procedures for small hardware and related equipment imports. “Red-tapism” reduced
domestic firms’ ability to compete and further damaged their already poor credibility.
During this phase, software exports were negligible, although some firms were beginning

to secure business from overseas.

1985-1991

This was the phase of the worldwide crash of hardware prices and a move away from
mainframes to client server systems. The period saw an increased demand for customised
software applications development, which coincided with the Indian Government’s 1991
reforms and liberalisation programme (Athreye, 2005). Year 1991 was also the time when
a change was needed in the dominant institutional logic to enable further development of
the IT sector, especially to reduce the high tariffs for importing hardware (Nilakant,
2005). Certain key actors in the government, including the then Prime Minister, Rajiv
Gandhi, were influential in changing the dominant logic and liberalised policies to meet
the sector’s hardware and software needs. During this period, Tata Consultancy Services
(TCS), one of India’s largest domestic ITSS firms, under the leadership of F. C. Kohli,
pioneered the “onsite” business model, described by some as “body-shopping”. TCS won
two large contracts in the United States: American Express Incorporated and Institutional
Group & Information Co. (IGIC). The nature of contracts for projects was time and
materials (T&M) projects, as TCS’s reputation in the overseas markets was poor. Onsite
business models involved firms sending programmers to clients’ sites for projects and
most learning was “learning by doing” and by working closely with clients. The onsite
model led to the development of capabilities such as working closely with clients at their

site and understanding their business model and their unique cultural environment. This
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model filled in the credibility gap because by working closely with clients,
communication and conflict resolution were more quickly achieved. During this phase,
long-term software services contracts secured by large players and their capability to
deliver cost-effective and quality services increased India’s credibility as a global

destination for ITSS.

Also, during this period the onsite model was beginning to be challenged by external
forces, mainly by US legislative changes. The US Government enforced tighter H1B visa
quotas and stringent qualification norms, and imposed market rate salaries for
programmers from India (Nilakant, 2005). This led to the exploration of alternative
business models and a need to change the government’s dominant logic. The plan of
setting up tax-free software technology parks and export-processing zones with satellite
communications infrastructure was mooted by a few actors in the Government of India,
who were attracted to the establishment of large TNCs like Texas Instruments (TIs) and
Citicorp Overseas Limited (COSL). They were allowed to use dedicated satellite links,
which had been the exclusive domain of India’s Department of Defence and Atomic
Energy Commission. Cheaper infrastructure and satellite communications allowed faster
development and, given the 12-hour time difference between India and the US, efficiency
increased and turnaround times reduced. Additional satellite communications capacities

from TI were allowed to be used by domestic firms, which helped them to grow further.

1992-1999

This was the period of full financial liberalisation and large-scale imitative entry of
TNCs. By this time, not only were onsite contracts on the decline, but the new model of
Offshore Development Centres (ODCs), using dedicated satellite communication links,
started gaining momentum (Athreye, 2005; Nilakant, 2005). During this period,
competition intensified, especially for domestic firms who were competing with TNCs in
the factor markets and who had limited finances for setting up their own satellite
facilities. As a result, domestic firms had to improvise on the current ODCs and onsite
models. One such strategy was to use “quality” signalling by adopting quality
management frameworks such as the Capability Maturity Model (CMM) developed by
Carnie-Mellon University’s Software Engineering Institute (SEI). The SEI-CMM quality
framework has Levels 1 to 5, and it focuses on improving process maturity for software
development, as well as on developing better organisational and management capabilities.

It resulted in a redefined ODC model and productivity improvements. With better
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organisational capabilities and credibility signalling through quality certifications,

domestic firms began to undertake risky but more lucrative fixed-price (FP) contracts.

2000 to the present

This time has been one of consolidation and temporary correction in global software
demand. It has also been the period of the dotcom crash and shakeouts in the industry.
During this phase, most large domestic firms have established their credibility, increased
their internal capabilities in software development and process control, and started
moving up the value chain of the software development lifecycle for high-end software
services, such as product design, development, and embedded software services. During
this period, India’s telecommunications sector, including its Internet services, has been
deregulated (Athreye, 2005). Private investment in telecommunications has led to an
increased telecom infrastructure and bandwidth. As a result, there has been a huge
expansion in the ITeS/BPO services, such as call centres and business process
outsourcing centres. The number of new players has increased significantly, and even
existing ITSS players have added ITeS/BPO service lines for servicing existing and new
clients. The offshore business model has allowed huge productivity gains as some large
firms have begun to explore and demonstrate the “Babbage Effect”, wherein firms are
able to split tasks into high- and low-end and pay workers according to the complexity of
the task. High-end tasks are assigned to highly qualified and experienced staff and
routine, low-end tasks to less qualified staff (Athreye, 2005). Grouping and streaming of
such tasks requires the development of certain organisational capabilities to pack and
unpack the resources. To summarise, Nilakant’s (2005) institutional dynamics
framework and Athreye’s (2005) explanation of the evolution of capabilities provide us
with a better understanding of how the sector has come of age. The need to manage rising
costs and employee turnover led to the adoption of certain HRM practices and process

management strategies, including:

e investing in corporate training and education
e use of proprietary tools

e knowledge diffusion

e adopting quality standards

e recombination of resources

e innovative reward systems.
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Overall, the focus of developing such organisational capabilities was on software process
control and large-scale labour management practices (Athreye, 2005). Although there is
general agreement on the role of evolving capabilities and the supportive role of the state
in the later stages of their evolution, little is known of how the firms developed these
capabilities. More specifically, what are these capabilities, where do they come from and
why do they matter? Recent research (Banerjee, 2004; Ethiraj et al., 2005) has shed some
light in this area.

Strategy, Resources, Organisational Capabilities, and Dynamic Coordination

The notion of capabilities is debated and understood differently in different theoretical
orientations and focuses on aspects of capability development such as organisational,
economic, individual, human, and dynamic capabilities (Barney, 1991; Bryson & O’Neil,
2008; Eisenhardt & Martin, 2000; Teece et al., 1997; Winter, 2003). Some have argued
that capability is the ability to deploy resources (Amit & Shoemaker, 1993). Ethiraj et al.
(2005) argue that capabilities reflect assets that can generate rent for the organisation.
They point to capabilities as quasi-rents as they are an outcome of assets embedded in the
organisational context and that the optimal use of such assets is dependent on the
presence of other assets such as, managerial capital, appropriate culture and technology,
or an ability to effectively put to use a bundle of these organisational assets (Ethiraj et al.,

2005).

Having analysed project level data of a large Indian ITSS organisation, Ethiraj et al.
(2005) concluded that firms develop certain capabilities best through “learning by doing”
and that capabilities evolve over a long period of time. Such capabilities are unique and
heterogeneous in nature and cannot be acquired by other firms from factor markets. Thus,
they generate rent for the organisation. Further, each organisation has the choice of
developing certain capabilities, as different capabilities generate different rents. The
decision to invest in a particular capability is partly informed by the demand for, and
supply of, software services in the market. The demand for software service, as we know,
exists on a continuum, from low-end to high-end, and the corresponding service
capability requirements have also changed (Athreye, 2005). On the supply side, the nature
of the software contract (T&M and FP) and the delivery model need consideration.
Ethiraj et al. (2005) argue that onsite delivery generally led to the development of client-

specific capabilities, which occur as a result of repeated interactions with the client and of
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understanding better their unique requirements, and of then making changes to ensure that
these requirements are met. In the case of the offshore delivery model, tight project
management capabilities are needed to ensure the delivery is on schedule in terms of
time, cost, and client specifications. On the second issue of whether the nature of the
contract was T&M or FP, Ethiraj et al. (2005) argue that the former led to the
development of tighter project management and strong client-specific capabilities,
whereas the latter led to the development of strong project management and generic

people management capabilities.

In a similar vein, Banerjee (2004) argues that while resources, skills and knowledge are
important, how a firm combines and recombines its resources and competencies to
generate higher level competencies for achieving competitive advantage is crucial.
Banerjee (2004) classifies competencies into three groups: first-order, second-order and
core competency. First-order competencies are available from factor markets and every
firm can easily acquire them. Second-order competencies are those that are generated by
recombining the first-order competency with other resources and rules of the
organisation. Using data from small domestic IT start-up firms, Banerjee argues that the
core competency of an IT firm is its higher level competency, which is a decision
capability because it allows switching from a project to product environment and vice-
versa. In explaining the growth of India’s IT industry, Banerjee (2004, 2006) advances
two key points: a job-switching thesis and the importance of dynamic coordination for
information-in-expectation to yield a novelty or surprise profit. The job-switching thesis
argues that human resources with medium to high experience in a given domain can
provide novel information that is of value to the hiring firm and may provide an
opportunity for growth. These human resources are carriers, as well as generators, of such
information-in-expectation and, in Schumpeterian terms, bring surprise profit to the firm.
Banerjee (2004) further argues that domestic software firms in India are opportunity-
seeking and look for dynamic coordination between client firms and suppliers. Banerjee
(2004) notes such opportunistic behaviour from the financial investments, wherein the
financial reserves of software firms are invested in highly liquid money market
instruments as well as having a relatively high level of buffer employees (“employees on
bench time”) waiting to be deployed for a new project. A software service or product firm
seeks coordination amongst software-writing firms and the users of its software through
strategic demand management of services by influencing the client organisations’

strategic environment. Firms first align to a clients’ strategic milieu, and then, by working
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closely with them, influence and change the strategic environment of the clients.
Eventually, the service provider firms modify their own strategic environment to service
the clients’ needs, sometimes using their higher level switching competence, product-

service-product competence, as noted above.

While the above accounts have provided us with an understanding of how the sector has
evolved over the last three decades, there is scope for further differentiation in the period
from 2000 onwards. It has been assumed to be a homogeneous period in the evolution of
the sector, despite the recent changes it has witnessed in the revenue composition of ITSS
(projects and products) and an emerging value chain in the ITeS/BPO sub-sector
(Dossani, 2005; Arora, 2006). An acknowledgement needs to be made given the diversity
of business models and increasing capabilities to undertake high-end work (2003
onwards). Further, competition in this latter period is not only in factor markets, but also
very real and intense in product markets. In this latter period also, the economy has been
posting strong GDP growth rates of 8-9% per annum, which puts pressure on the overall
infrastructure and resources. Although India currently spends about 3.8% (US$8.3 billion)
of its GDP on educational infrastructure (http://education.nic.in), recent NASSCOM-
McKinsey projections that by 2012 the sector will be poised to post a sales turnover of
USS$8S billion and generate direct and indirect employment for about 4.5 million people

seem unrealistic (NASSCOM, 2006a; MIT, 2002).

Despite the quantitative expansion of institutions since 1947, there needs to be significant
investment and collaboration among all the key players in the system (for example
government, employers and individuals) to sustain the projected growth rates. In this race
for numbers, it is on the quality of human resources that the greatest attention needs to be
focused (MHRD, 2007; NASSCOM-KPMG, 2004; NTITSD, 2003). The problem of
sustainability has been further compounded in the last two years by the appreciation of
the Indian rupee by about 15% against the US dollar. Medium- to long-term foreign
exchange hedging contracts would provide some respite but are not sufficient. A stronger
rupee will have an impact on the profitability of domestic firms and TNCs, although the
impact is likely to be greater on domestic ITSS firms than TNCs, and greater still on the
ITeS/BPO firms, which cater to the lower end of the market.

There have been some attempts to better understand the development of organisational

capabilities, but these have been either for extremely large and high growth domestic
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firms (Ethiraj et al., 2005) or for small ITSS start-ups (Banerjee, 2004). While there is a
general agreement that training and development plays an important role in the growth of
certain organisational capabilities, further research is needed on the internal and external
factors that drive a firm’s decision to invest in training, by looking at an organisation’s
competitive strategy and its work organisation (Aston & Sung, 2006; Boxall, 2003). This
thesis especially examines the influence of external factors in firms operating in a
dynamic outsourcing and offshoring environment, using a case-study theory-building

approach (Eisenhardt, 1989).

India’s IT Sector: Key Conclusions

Despite the limitations in the existing literature, some key conclusions can be drawn
about the evolution of India’s IT sector. They are summarised below and will, to a large

extent, inform the review of the literature.

Diversity

Firms in India’s IT sector have an uneven profile in terms of performance, the nature of
their business models (captive, third-party, joint ventures), services that they provide
(software services projects, product development and R&D, and ITeS/BPO), their
industry groups and domains and specialisations, and their mode of delivery (onsite,
offshore and blended) (Heeks, 1998; Dossani, 2005, Athreye, 2005; Ethiraj et al., 2005).
This distribution is important because it spells out a firm’s competitive strategy (Boxall,
2003), identifies the environment (product or project) in which it wants to operate, and is

likely to have an impact on the nature and extent of its training demands.

Employee turnover

Most firms in the sector report high levels of employee turnover. Employees with
extensive experience and skills in a domain are seen as a source of profit by less
established firms (Banerjee, 2004; Gorg & Strobl, 2002b). High employee turnover at a
lower level is an important people management issue. At both levels there are training

implications.

Dynamic coordination
There is a high degree of coordination, cooperation and interdependence amongst and

within firms working on various projects. This is important from a learning perspective as
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a lot of the learning that occurs in these firms is through a skills web and utilises “learning
by doing” and “learning from experience” approaches. The participants in this learning-
sharing process include the firms’ clients and suppliers (Banerjee, 2004; Ethiraj et al.,

2005).

Organisational capabilities

With the evolving capabilities of domestic firms, there appears to be a temporal
dimension to skills development and training (Athreye, 2005). Although Ethiraj et al.
(2005) and Banerjee (2004) have identified certain key capabilities (for example, client-
specific and project management capabilities) and competencies that firms in the IT
sector develop, further exploration is needed as to how these capabilities are developed

and whether any new organisational capabilities are being developed now.

HRM practices and linkages with training

Given the rising productivity of firms’ human resources, firms are becoming able to
implement large-scale people management practices. Thus, a closer look at organisations’
HRM practices, their linkages to the overall strategy of the organisation, and their training

provision is needed.

Make or buy strategies (a sub-set of the above point). With intensifying competition in
product and factor markets, organisations have to confront the make-or-buy decision
dilemma from a training perspective. Therefore, it is important to analyse an
organisation’s HR strategy in terms of the level of skills they are recruiting: entry level

(graduate) or lateral (experienced) hiring.

Conclusion

This chapter provided an overview of India’s socio-economic and demographic features,
then an account of how the IT sector of India evolved. In the next chapter, a review of
literature is provided that takes into account the unique cultural and contextual factors
discussed in Chapter 2 and situates the review of literature within the wider field of HRD
and HRM. It also considers novel theories that might provide relevant explanations about

drivers of training.
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CHAPTER 3

LITERATURE REVIEW

Introduction

The previous chapter provided a review of literature about the evolution of India’s IT
sector. The emergent themes from the review have implications for skills development,
for example:
e the uneven profile of India’s IT sector (Heeks, 1998), which suggests that
differing levels of capabilities for skills development exist in the sector
o the different types of capabilities firms are developing to ensure sustained high
performance (Ethiraj et al., 2005)
e the influence of human capital agglomeration (Patalibanda & Peterson, 2002)
e investment in quality accreditation (Arora et al., 2000; Kumar, 2001; Arora &
Asundi, 2000)
e the development of a client-specific focus and strong project management
capabilities
e the broad divisions in a firm’s business strategy (namely a product development

strategy or software services projects strategy) (Banerjee, 2004).

Given the extreme diversity in the sector and the multiplicity of growth explanations
advanced, this chapter will explore in greater detail, keeping the above themes in mind,
the key theoretical underpinnings of what drives a firm’s decision to invest in training,
with insights about how and why firms invest in training. This chapter begins with an
overview of the multidisciplinary foundations of HRD, and then considers Swanson’s
(2007) approach for developing a theoretical framework in applied disciplines. Next, a
review of theoretical perspectives that explain a firm’s decision to invest in training is
offered. A brief description of training dimensions and a review of specific training
demand models follow. Building on useful and contributing theories and other novel
theories (Swanson, 2007), this chapter provides an understanding of some specific factors
identified in the literature that are significantly correlated to provision of training. The
chapter concludes with the unresolved issues in the literature, especially in the context of

India’s IT sector, which form the basis of this study’s research questions.
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Theoretical Diversity in HRD

As noted in Chapter 1, there is some agreement that HRD focuses on training and
development, and career and organisation development issues for performance
improvement (McMaglan, 1989; Swanson & Holton, 2001). Swanson (2001, 2007)
suggests there are three sets of underlying theories, namely, economics, psychology, and
systems that help us understand the study and practice of HRD. Before reviewing the key
factors and those theories identified as contributing, useful, and novel (Swanson, 2007), it
is important to acknowledge the theoretical diversity in HRD research, as such.

Theoretical diversity is also reflected in the extant enterprise training demand models.

Unity in Diversity?

The field of HRD is witnessing a period of intense debate. Lee (2001) refuses to define
HRD on philosophical, theoretical and practical grounds. Lee considers that researchers
should avoid attempts to theorise HRD because it is “necessary to avoid misrepresenting
HRD as a thing of being rather than a thing of becoming™, and that such attempts “also
runs the risk of disengaging from the moral dimensions of HRD” (p. 331). Mankin (2001)
suggests that HRD practitioners, academics and researchers should embrace HRD as an
ambiguous concept. In his model, Mankin describes the relationship that HRD has with
HRM and the strategy, culture and structure of the organisation and the way that they
overlap with each other. Mankin further suggests that “it is this ambiguity that provides
HRD with its own distinctiveness” (Mankin, 2001, p. 80).

Owing to the apparent lack of boundaries and the diversity of its conceptual bases, for
example strategic HRD, knowledge management and learning organisation, attempts by
practitioners, academics and researchers have been unsuccessful in establishing a
conceptual framework (Garavan et al., 2000; Hatcher, 2000). Some writers from the UK
consider the academic status of HRD to be problematic because of the multi-disciplinary
nature of research already undertaken in this area (McGoldrick et al., 2001). Its
ambiguous and problematic nature is also expressed by the use of terms such as the
“emergent nature” of HRD (Walton, 1999) in defining its roots. Further, the use of
metaphors for describing HRD, ranging from the River Mississippi (Willis, 1997),
through three-legged stool (Swanson, 1999), to centipede and octopus (McLean, 1998),

31



confirms the multi-disciplinary and evolving nature of the field of HRD. In a response to
Swanson’s (1999) three-legged stool metaphor, McLean (1999) says to “Get out the drill,
glue and more legs”, thus suggesting that the journey towards theory-building in HRD

should continue and we should not limit ourselves to a few academic disciplines.

However, Swanson et al. (2000) argue that it is essential to engage in the philosophy of
HRD in order to make sense of differing perspectives put forward, namely ontology (how
we see the world), epistemology (how we think about the world) and axiology (the values
that determine how we should act and actually act in practice and research). To this end,
Swanson (2001) put forward an underlying theory of HRD, and challenged those who do
not see it as essential for the development of this profession. In his work he argues, “[that]
HRD should continue to mature as a discipline and that the integration of selected

psychological, economic and systems theories serve as the unique theoretical foundations

of HRD” (p. 229).

Given the above discourses and the ongoing theory-building efforts in HRD (Lynham,
2002; Dooley, 2002; Swanson, 1997a), Swanson (2007) makes a strong case for
developing a theoretical framework for applied fields of study, such as HRD, and
allowing for rival theories and other perspectives to enrich our current understanding. As

Swanson (2007) puts it:

Having rival theories in a discipline is not a disturbing state of affairs. Not having a well-
developed theory is disturbing. This holds true when framing an entire discipline or when
considering even the smallest phenomenon within a discipline. The assumption is that

theoretical challenges from within can only help to advance the theory. (p. 321)

The need for development of theoretical foundations is prevalent in applied disciplines
such as management (Weick, 1979), HRD (Swanson, 1997, 2001), marketing (Hunt,
1994) and information management (Benbasat & Zmud, 1999). However, as Swanson
(2007) argues, the problem lies in integrating and interpreting the “theory discussion” and
“theory research” discourse. To overcome this problem, Swanson presents a “theory
framework for applied disciplines” for furthering the state of theory development and for
approaching research in a holistic manner. Swanson’s (2007) framework is explored later,

after HRD’s theoretical underpinnings have been considered.

32



Theoretical Foundations of HRD

Swanson (2001) borrowed three sets of theories—one each from economics, psychology,
and systems disciplines—to develop a theoretical base for HRD. In particular, the
following theories were advanced as the contributing theories for HRD in Swanson’s
(2001) framework:
e Economics: scarce resource theory, sustainable resource theory, and human capital
theory
e Psychology: gestalt psychology theory, behavioural psychology theory, and
cognitive psychology

e Systems: general systems theory, chaos theory, and futures theory.

Using a general systems approach, Swanson further presented HRD processes as a

performance improvement system (see Figure 5).
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Figure 5. A systems approach to performance improvement through HRD.
(Swanson, 1996, p. 20)

In a systems model of performance improvement, which is a typical input-process-output
model, the organisation is depicted as a complex, open system, wherein its mission,
strategy, structure, and technology continuously interact with various sub-systems within
and outside the economic, political, and cultural milieus in which it operates. Within these
complex and multi-level systems, HRD is seen as a process for improving the

performance of an organisation’s systems and of the people working in it.

Despite the criticisms of the performance paradigm of HRD by supporters of the learning
paradigm of HRD (Barrie & Pace, 1998, 1999; Bierema, 1997; Dirkx, 1997), Holton

33



(2002) offers some clarifications to remove the misunderstandings as well as to refute
some of the criticisms. Holton (2002) attempts to resolve the ongoing tension between
learning and performance paradigms by suggesting that the two are not mutually
exclusive; rather, one leads to the other. Further, if HRD were to gain prominence in
organisations, the performance paradigm must prevail for HRD to be seen as a strategic
partner, one that creates added value in an organisation’s performance system. Yang
(2004) offers clarification and some explanation of how the two paradigms are linked and

how a strategic approach to HRD is essential for a performance paradigm.

Yang (2004) argues that, as applied fields of study, HRD and adult education have to
interact with adults in the organisational context for managing learning, performance and
change. Further, the three concepts of learning, performance and change are related and
learning is the common thread that runs through them. Therefore, it is not possible to have
improvements in performance or to successfully implement change without having an
element of learning experience in each. Further, as Swanson et al. (1998) conclude,
despite being distinct fields of study and practice, adult education and HRD are both
dedicated to adult learning; one is not a sub-set of the other. The common ground shared

by these two disciplines rests at the following point:

When adult learning outcomes and learning process decisions about individuals are bounded by
rules and requirements of the organisation, adult learning is HRD. When adult learning
outcomes and learning process rules and requirements are located in the individual, it is adult

education. (Knowles et al., 1998, p. 121)

This section has reviewed the key theoretical foundations, multidisciplinary nature of
HRD and, has provided a short overview of the theoretical diversity that exists in the field
of HRD. The following section provides an overview of Swanson’s (2007) theory

framework for applied disciplines.

Developing Theory Frameworks for Applied Disciplines

In the integration of the diverse theoretical viewpoints into a framework for analysis,
Swanson’s (2007) guidelines for developing theoretical frameworks in applied disciplines
such as HRD are considered a useful starting point because they allow for any novel and
emergent themes, factors, and theoretical perspectives to be incorporated in this research.
Swanson (2007) proposes six components necessary for developing theoretical

frameworks: boundary of the theory, contributing theories, the core theory, useful
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theories, novel theories, and irrelevant theories for an applied discipline. Swanson (2007)

describes his above framework as follows:

e The boundary of the theory specifies the purpose, definition and assumptions that
frame the theory.

e Its contributing theories are those that address the boundaries of the applied
discipline.

e The core theory is best described as the intersection of all the contributing theories

and one that addresses its purpose, beliefs and assumptions.
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Figure 6. Theory framework for applied disciplines: Boundaries, contributing, core,

useful, novel, and irrelevant components.

(Swanson, 2007, p. 328)

e Useful theories are outside the core but within the intersection of the contributing
theories.

e Novel theories are theories of some narrow phenomenon that provide a unique
understanding of applied discipline.

e The irrelevant components are any theories that are outside the above theories and

have no potential to contribute to the applied discipline.
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Applying the above framework, Swanson (2007) demonstrates how his earlier work on
the underlying theories of HRD (Swanson, 2001) satisfied the criteria listed in this
framework. Given the multiplicity of theoretical bases, ongoing theory-building efforts,
and Swanson’s (2007) theory framework development criteria, it is desirable to include
some useful and novel theories for studying the phenomenon of what drives training
decision-making in India’s IT sector. Including these theories is logical as the study tries
to bring together theories in a discipline to meet practice and theory development
demands, especially from an outward-looking perspective. See Figure 6 for a graphical

illustration.

For the purposes of this study, economics, systems, psychology, management, and
marketing theories are considered to be contributing theories. For the purposes of this
study, and in line with the philosophical assumptions of HRD, organisations are
purposive economic entities operating for a surplus. Following Swanson’s boundary
assumptions in framing HRD (2007) and the definition of training outlined in Chapter 2,
the boundaries of this theory-building attempt focuses on developing an organisational
level understanding of the internal and external factors that influence training decision-
making. Theories based on sociological or adult education approaches or those focusing
on the individual level are not included as they are not the focus of this study. The
following useful theories are considered in the context of this study: the human capital
theory, neo-human capital theories, HRM, high performance work practices (HPWPs),

and organisational learning theories.

Given the emergent themes of investing in total quality management programmes and the
development of project management capabilities in India’s IT sector, the framework also
includes the role of quality management for any novel explanations in the provision of
training. Further, to understand how a firm develops client-specific capabilities, it is
important to borrow concepts from the marketing discipline. To this end, the theory of
market orientation (Kohli et al., 1993; Narver & Slater, 1990) and learning orientation
(Argyris & Schon, 1978; Senge, 1990), which are key elements of the market-based
organisational learning framework (Sinkula et al., 1997), are also considered for any
novel explanations. The above approach is by no means a closed approach to guide the
data collection and analysis; rather, it is a starting point and an attempt to synthesise
different theoretical orientations into a coherent assemblage for understanding the

phenomenon of training provision and to answer the study’s questions.
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Is this a Quest for a Grand Theory of Enterprise Training?

The answer to the above question is “No”. There are several reasons. First, in complex
and dynamic business environments, it is not possible to capture all the nuances and facts
whose “axiomatic generalisations” lead to a theory (Banerjee, 2004). Second, the
predictive power of applied theories in explaining all the economic and organisational
issues of today’s dynamic and complex organisational systems is limited. Third, most
stand-alone theories operate in a narrow space, thereby making theory development and
inclusiveness almost impossible. The approach adopted here is similar to what Banerjee
(2004) describes as “piecemeal engineering”, as it is not based on a grand theory or two

that have strong predictive powers in diverse organisational settings.

The approach adopted here is a pragmatic one, wherein, from the assemblage of certain
contributing, useful, and novel theories (Swanson, 2007), explanations are sought from a
participant’s perspective to see how plausible, correct, and fitting they are to the theories
included in the study. Any novel explanations are allowed that enhance contextual
relevance. Finally, given the openness to new theoretical findings and the methodological
flexibility included in the research design, it appears to be a logical way to seek an
understanding of the explanations from the participants in their unique contextual
settings. Before the different theoretical perspectives on a firm’s decision to invest in
training are explicated, an overview of the commonly noted dimensions of the nature and

extent of training activity in organisations is provided.

Nature and Extent of Training

For the purposes of this study, following extant training demand models (Dawe, 2003;
Dostie & Montmarquette, 2007; Smith & Hayton, 1999; Ridoutt et al., 2002), the extent
(volume) of training is described as considering the proportion of employees trained and
the percentage of payroll spent on training in a given year. Hayton et al. (1996) and
Ridoutt et al. (2002), for example, found enterprise size, workplace change, workforce
professionalisation, introduction of new products, and the presence of a strategic approach
to training as key factors influencing training volume. The nature (diversity) of training is

analysed using five dimensions of training practices:
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(1) the extent to which an organisation utilises external or internal provision

(2) formalised approach to its training needs analysis, design, development and delivery
(3) transferability of training to other firms

(4) learning support for pursing higher education qualifications

(5) type (general skills or technical skills) of training provided.

Workplace change, enterprise size, and introduction of new products was found to
influence the nature of training provision in Australian and UK firms (Green et al., 2003;
Hayton et al., 1996; Smith & Hayton, 1999; Ridoutt et al., 2002). The following section
provides a critical review of the main contributing, useful, and novel theories that have
been identified in the literature on explaining the phenomenon of why firms invest in
training and what drives their decision making. The following does not offer a
comprehensive review of the contributing disciplines but instead it focuses on the review
of specific theories from contributing disciplines that help further our understanding of an

organisation’s decision to invest in training.

Firms’ Decisions to Invest In Training: Contributing, Useful, and Novel

Theoretical Perspectives

This section considers the useful and novel theories and offers a critical review of
respective contributions. Where possible, this section also offers insights into the
relevance of some of these theories to the Indian cultural context, especially its IT sector.
First, the predictions of human capital and neo-human capital theories are examined for
their usefulness to the study. The rationale for its inclusion stems from an economics and
performance paradigm of HRD. Further, the mediating role technology plays in
productivity calls for neo-human capital explorations. Next, owing to the complexity of
organisational decision-making, the impact of competitive and business strategies,
including an organisation’s HRM strategies, is explored in shaping the nature and extent

of training.

The presence of quality management approaches in most studies of high performance
work practices (HPWPs) and the widely acknowledged role they play in achieving
sustained competitive advantage is analysed. The role of quality management systems in

an organisation’s production function and its impact on training is also analysed (Morgan
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& Piercy, 1996; Reed et al., 2000; Ridoutt et al., 2002; Smith et al., 2004). Next, a
critique of the above theoretical perspectives is offered. Finally, considering the
limitations in the above theoretical perspectives, gaps in HRD literature (Leimbach &
Baldwin, 1997; Short, 2006), and keeping in mind the dynamic nature of coordination
that exists between clients and service provider firms (Banerjee, 2004, 2006), this thesis
considers Sinkula et al.’s (1997) market-based organisational learning framework for any
novel explanations. Sinkula et al.’s framework is useful because it is based on the
assumption that certain organisational values drive organisations’ behaviours and actions.
Inclusion of such an approach allows for understanding the context and the learning
culture in which an organisation promotes the development of certain knowledge
questioning values and knowledge producing behaviours and their relationships with

other organisational capabilities (Morgan & Piercy, 1996; Day, 1994).

Human Capital Theory

Economists have stressed the basics of human capital theory (HCT) (Becker, 1964;
Mincer, 1974; Strober, 1990) by considering the role of education and training as a way
of increasing employee productivity. Nafukho et al. (2004) presented the implications of
HCT for HRD and showed how the field of HRD can benefit from further research on
advancing the state of theory. HCT started gaining momentum when economists argued
for the role of education in increasing a nation’s productivity (Schultz, 1960). However, it
was not until Nobel laureate G. S. Becker’s (1962, 1964) work was published that HCT
was formalised. It was argued then that availability of high-end skills in an economy’s
human capital base is essential for its competitiveness and overall well-being. Some
studies focused on the role played by intangible human capital formation in a nation’s
economic growth (Abramovitz & David, 1996). The basic thrust of HCT is that, in a
perfectly competitive market, continuous investment in education or employee training
results in increased productivity, which results in higher earnings. This has been claimed
since Adam Smith and, more recently in the development literature, since the 1960s

(Shultz, 1961; Becker, 1964; Mincer, 1974).

Key Relationships In HCT
There are two main relationships advanced in HCT. First, it represents the concept of
production function applied to education and training, wherein education and training are

inputs for better learning and improved organisational outcomes, such as productivity.
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The main assumption in HCT is that improved learning does in fact increase productivity

and that increased productivity is linked to better wages and business earnings.

The second key relationship is about investment in two types of training for individual
employees: firm-specific skills and general skills. Becker (1964) was the first to
differentiate between firm-specific and generic training. He suggested that firms are more
likely to invest in firm-specific human capital than in generic human capital, as the
former is concerned with the individual’s immediate job requirements and in most cases
not transferable to other organisations, whereas the latter is transferable to other
employers because it is of the same value to other employers. Further, firm-specific
training can be recouped during an employee’s productive time, and an organisation can
gradually increase the wages of its employees as it starts to recoup its investments in
firm-specific training. With generic training, there is the risk of employee turnover and
the benefits of the training being transferred to another employer. At a firm or
organisational level, Mincer (1997) argues that on-the-job training is vital for
productivity, because it raises the specific skills required in a job, which are not usually
obtained in the course of formal educational or vocational courses, and that skills training

is one of the most critical factors in the underlying wage structure.

Empirical Evidence: Return on Investment for Employer-Sponsored Training and Types
of Training

Numerous econometric studies have been undertaken to prove the basic tenets of HCT. A
resounding number of studies provide empirical evidence that investment in employer-
sponsored training results in higher productivity and increased wages (Bishop, 1991;
Bartel, 2000; Dearden et al., 2006; Lazear & More, 1984; Maglen, 1990). In the US, for
example, Bishop (1991) used data on 2594 employers to estimate the impact of the first 3
months of training on the 2-year growth in a worker’s productivity. Results from the
analysis indicate a marginal rate of return. For every 100 hours of training, the increase in
productivity ranged from 11% to 38% for the logarithmic specification. Similarly, also
from the US, Bartel (2000) studied the impact of formal training programmes in 495

organisations and found increases in productivity of about 18% over a 3-year period.

In the UK, using the 1983—1996 panel data of British industries, Dearden et al. (2006)
used direct measures of productivity to examine the effects of work-related training. They

found a 1% increase in training to be associated with an increase in added value per hour

40



of about 0.6% and an increase of about 0.3% in the hourly wages. Dearden et al. further
argue that their contribution is unique, as it is the only study that tests the relationship
using direct productivity over a 14-year period. The implication here is that using wages
as the only measure of productivity runs the risk of ignoring other productivity benefits
that a firm may derive. They found the coefficient of training in the production function
to be twice as large as the coefficient in the wage equation. They further argue that this is
a result of imperfect competition in the labour markets, a viewpoint that has been

espoused by neo-human capital theorists (Acemoglu & Pishcke, 1998a, b).

Overall, the focus of the above studies has been mainly on establishing the link between
productivity, wages, and investment in training. Apart from training and education, the
evidence presented may be influenced by other factors internal and external to the firm.
There is also a related problem with the measures used in testing the relationships, since
most studies have employed large sets of panel data, collected initially for a different
purpose, with different definitions. Alternative explanations in the extant literature are the
screening and signalling hypotheses (Arrow, 1973; Spence, 1973), wherein an
organisation uses the incumbent employee’s level of educational qualification and

training as a means of filtering better educated workers into more highly paid jobs.

The second issue of investment in generic versus firm-specific training has been intensely
debated in the literature on HCT. The problem evident in this approach to distinguishing
training is that it is difficult to measure the gains in productivity accruing from such
investments because elements of generic and firm-specific training are likely to be present
in each, and the distinction between firm-specific human capital and generic human
capital is blurred (Maglen, 1990; Strober, 1990). Given the business complexity and rapid
technological change, it is hard to establish when one becomes the other, although, from a
theoretical viewpoint, firms would want to transfer the cost of general training to
employees for fear of losing out on their investments to other firms through employee
turnover. Conversely, firms investing in firm-specific training will make employees
relatively less attractive to other firms, given the specific use of such training. This has
been confirmed by empirical evidence by Lynch (1991), wherein employees who
received firm-specific training were less likely to leave the organisations. The above
research suggests that firms will invest more in firm-specific training than general skills

training (Proposition 1).
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However, some researchers argue that support for firm-specific training investments over
generic training is also losing traction. Studies from the USA, UK and Australia (Cappelli
& Rogovsky, 1994; Osterman, 1994; Smith et al., 2003, 2004) have confirmed that firms
using HPWPs, such as lean production, total quality management, team working, learning
organisation, job rotation, and business process reengineering, seem to invest a lot in both
technical and firm-specific training, as well as generic and transferable training. HCT has
attracted further criticism from institutional economists (McNabb & Whitfield, 1994),
who argue that employee productivity and wage increases are also influenced by factors
other than training, for example, the nature of the job, external labour market conditions
and the need to retain employees, so that organisations have to pay them higher than
external market wage rates. Despite the overall limitations of HCT, economists have
called for further exploration and explanation under imperfect competition. This area is

examined under the rubric of neo-human capital theory.

Neo-Human Capital Theory

Broadly, there are two conceptual divisions in neo-human capital theory. The first deals
with the mediating role technological innovation plays between education and training,
and productivity. Proponents of this theory argue that highly trained and educated
employees are more likely to adopt technological change than less educated and less
skilled employees (Wozniak, 1984, 1987; Bartel & Lichtenberg, 1987) and that new
technology is a means of improving productivity. Further, the demand for highly
educated workers would decline with increase in experience on a particular technology
(Bartel & Lichtenberg, 1987). Such thinking arose during the time that most sectors in

developed economies were undergoing technological change.

The second stream of neo-human capital theory challenges the orthodox views of HCT.
Becker’s HCT is based in part on the premise that, in a competitive labour market, the
wage rate equals the marginal product of labour. Two implications of this premise are
that (a) a worker receives all returns from general training and (b) firms will not pay the
cost of general training. Notwithstanding these long-held beliefs, recent empirical
studies, including those conducted by Acemoglu and his colleagues at MIT (Acemoglu &
Pischke, 1998a, 1998b), have found that many firms are, in fact, willing to share in the
cost of general training. Acemoglu and Pischke explain this paradox as an artefact of

information asymmetries or market imperfections created by the inability of the firm to
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observe the true abilities of workers. This explanation can be viewed as an elaboration of
Katz and Ziderman (1990) and Chang and Wang (1995, 1996), who argue that if
outsiders are unable to observe the amount of investment in human capital, the firm may
pay for general training. More generally, neo-human capital theory posits that the
alternative wage a trained worker can receive from another employer is limited by the
informational monopsony power of the current employer and that this power imbalance
offers the firm an incentive to invest in general training. Acemoglu and Pischke further
argue that where transactions costs (trading costs) exist and in labour markets affected by
the creative destruction effect of (post-industrial) skill-biased technological change
(which is induced by increased international trade), firms are willing to pay for general
training since they can share the returns from the increased productivity accruing from
the training enhancements (as has long been said, under traditional human capital theory)
of firm-specific training. The above view gives rise to the second proposition: that firms
will invest in general skills training due to asymmetrical market information firms have

about their new employees (Proposition 2).

Empirical Evidence for Neo-Human Capital Theory

In an agricultural setting, Wozniak (1984) found support for his hypothesis that farms
wanting to adopt new technical innovations have to rely on their human capital
endowments. In particular, the presence of educated workers and access to the
information about the technical innovation helps in reducing the costs of, and uncertainty
about, adopting them. Wozniak found variance across farm size, wherein producers with
larger scales of production were more likely to adopt technical innovations than their
smaller counterparts. Wozniak (1987) undertook further analysis and found that the
ability of firms to adopt technical innovations to overcome rapid technological changes in
the external environment depends on the index of education, experience and information
that they possess about the innovation, which is also a firm’s overall innovation ability.
He further argued that difference among firms’ performance of innovation arises out of
their innovative ability because their ability to decide about adoption of innovations is a
function of that innovative ability, which includes human capital intensity, experience,
and the ability to sense, collect, and analyse information about a particular innovation.
The proxy measure for human capital intensity used by Wozniak is the level of education,
whereby a highly educated agent’s ability to obtain, decipher, and appreciate information
relevant to a given innovation is greater than that of less educated workers. Organisations

with higher levels of human capital intensity would know where to look, and how to
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access information that would help them in innovation adoption decision-making.
Wozniak (1987) further hypothesised that those who have a higher level-of-education
index and who are producers with higher levels of experience, training and learning, and
information-sensing and analysis ability are more likely to be innovative, relative to their

less experienced and less skilled counterparts.

Bartel and Lichtenberg (1987), building on the earlier work of Nelson and Phelps (1966)
and Welch (1970), hypothesised that educated workers have a comparative advantage
over less educated workers with respect to adjustment to, and implementation of, new
technical technologies, in that their demand, relative to less educated workers, decline as
the age of the plant and equipment increases. This comparative advantage is even more
pronounced for sectors undertaking R&D work. In other words, as an organisation
introduces a new process or technology, the transition from the old to the new technology
is slow and ill defined, at least initially. The processes are not so well specified or broken
down into simpler tasks to the same extent when one gains experience using that
particular technology. Others (Bright, 1961; Nelson et al., 1967) have observed that the
skill requirements in several industries first increased and then declined as mechanisation
increased. These findings suggest that the demand for highly skilled workers will decline

with experience on a given technology (Proposition 3).

Using neo-human capital theory assumptions, OECD researchers at the Centre for
Educational Research and Innovation (CERI) investigated technological change in the
manufacturing (automobiles) and services (banks and insurance companies) sectors in
France, Germany, Japan, Sweden, and the USA to establish the link between training and
education and a firm’s ability to adopt technological change. OECD/CERI research
(1986, 1988) found four key factors that affected the development of a skilled and
flexible workforce. They found adoption of technology, the nature of work organisation
(especially where there was a move from a Taylorist paradigm to one that had high
involvement and team-based structures), cooperative industrial relation systems, and the
presence of skill formation systems to be vital to training effectiveness. They also found
that these factors are intertwined with an organisation’s strategy. The impact of
technological change on training is also noted in a study done by Bartel and Sicherman
(1995). Using the National Longitudinal Survey of Youth (male workers) in the US,
Bartel and Sicherman (1995) found that, while it is likely that highly educated workers
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get more training, the gap between training provision for highly educated and less

educated workers narrows as the rate of technological change increases.

In a study of 1941 employers in fifteen trades, the Canadian Apprenticeship Forum
(2006), using a cost-benefit model, reported that the employer generally gained $1.38 for
every $1 spent on an apprentice. Also from Canada, Turcotte and Rennison (2004), using
data on 4,219 locations from the 1999 Workplace and Employee Survey, developed by
Statistics Canada and Human Resource Development Canada, examined (a) the link
between adoption of new technology and productivity; (b) whether productivity benefits
are greater when investments in technology are combined with investments in education
and training; and (c) to what extent productivity changes resulting from the adoption of
technology and investment in human capital are associated with increased wages.
Turcotte and Rennison (2004) found that use of technology was more prevalent in highly
productive locations, although there is no statistically significant relationship between
technology use and clusters of high and low productivity locations. They also found that
university education and computer skills training are positively associated with increased
productivity and that productivity returns to firms are much larger than wage returns to

workers, especially in the case of computer-based training.

Smith and Dowling (2001), in a case study of seven Australian firms, found support for
the above neo-human capital assumptions and also highlighted the importance of a firm’s
strategy, which is linked closely to its work organisation, technology adoption, and other
people-management practices, in establishing the nature and extent of enterprise training.
A firm’s competitive strategy impacts on the nature of products and services in an
organisation’s production mix. For example, the role of strategy in following a high or
low skills and quality path was considered in a study of British and German enterprises
operating in casual apparel and furniture manufacturing (Steedman & Wagner, 1987). In
both industry sectors, Steedman and Wagner found the adoption of a strategy to service
niche markets for high quality products by German enterprises (as compared to the low
skill and mass production market strategy by British enterprises) was a key factor in

explaining utilisation of skills and their development.

There are limitations in the neo-HCT school of thought because it does not consider the

impact of other institutional dynamics or the nature of product market strategy. For

example, researchers from the UK (Finegold & Soskice, 1988; Finegold, 1991, 1992)
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modelled the role of institutional dynamics in education and training provision, using
game theory. Finegold emphasised the need for collaborative working among policy
makers, employers and individuals for effective, long-term skills development. Finegold
highlighted the need for Western and English-speaking economies to move away from
their short-term focus of ensuring maximum returns to their shareholders at the cost of
skills development. Finegold supported his thesis by suggesting the success of a long-
term skills development strategy adopted by Germany and Japan.

Although the above studies provide insights about the role that skills and education play
in the adoption of technical innovations, they lack any reference to the contextual
environment in which the whole production function is organised. They do not also
consider, for example, the impact of product life cycles on training and education
(Ottosson & Wang, 1997). Ottosson and Wang found in the case of high technology
organisations, where product life cycles are short, that the level of investment in

education and training increased on an annual basis.

Another dominant strand of literature has been the role of strategy, HRM and
implementation of high performance work practices (HPWPs) in developing skills.
Although HRD, which encompasses training and development, has evolved as a separate
field of study in itself, HRM literature considers HRD its sub-set. The following section
reviews this overlap and HRD’s relationship with HRM and an organisation’s

competitive strategy in informing its training provision.

Human Resource Management, Business Strategy, and Training

As it is for HRD, theory-building debate in HRM is still ongoing. Although some
academics have presented their conceptualisations of HRM, consensus is far from being
reached. While Mankin (2001) explains the overlap between HRM and HRD, others have
generally emphasised the much noted training-performance paradigm, where a bundle of
HRM practices are posited to be the missing link for better performance (Boxall &
Purcell, 2003). Broadly, the dominant perspectives in HRM can be classified into three
main groups: best-practice HRM, best-fit HRM, and the resource-based view of the firm.
Other classifications include: hard or strategic HRM models, soft HRM models, and the

unitarist and pluralist views of HRM. The following section first provides a discussion of
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the three main conceptual divisions in HRM and then considers the links between HR

strategy, HPWPs, and training.

Research within the best-practice tradition (Beer et al., 1984; Kochan et al., 1986; Pfeffer,
1998) is akin to studies of HPWPs (Applebaum et al., 2000), high-commitment HR
(Guest, 2001), or high-involvement (Wood, 1999) in the extant literature. In this tradition,
the thrust is on improving performance through a “bundle” of universally applicable HR
practices. High performance in the HRM context, among other outcomes, refers to low
employee turnover, high quality HR service delivery, improved skills capability, strategic
integration, and improved attitudes and behaviours. Such performance is seen as
instrumental in increasing the organisation’s productivity. For example, Purcell et al.
(2003) point out (using the classic performance equation (P=fAMO)) that high
performance can be achieved by a set of 11 interrelated human resource practices, which
include learning and development and performance and development appraisals. Purcell
et al. (2003) highlight the role of line managers in implementing such practices
successfully. However, critics of best-practice models (Marchington & Grugulis, 2000)
challenge the universal claims espoused by these models, given the high level of
complexity in the real business world and the need to accommodate an organisation’s
contextual factors and employee voice in developing any HR practices. Further,
application of some of these models may be possible only for large and diversified
businesses given the implementation costs. Finally, implementation and adoption of such
practices is also dependent on the strength of an organisation’s capabilities, a view that is

consistent with resource-based view (for example, Barney, 1991).

Resource theorists (Barney, 1991; Leonard, 1998; Wernerfelt, 1984; Wright et al., 1994)
argue that an organisation’s human resource is one of the many resources it can exploit in
its production function to achieve sustained competitive advantage. The resource-based
view suggests the development of certain competencies that are critical for an
organisation to achieve sustained competitive advantage. Barney (1991) popularised the
resource-based view of the firm. Hamel and Prahalad (1990) developed the notion of core
competencies and argued that core competencies are learned attributes that provide a firm
with long-term competitive advantage. These competencies can be developed only over
the long term. For an organisation’s resources to deliver sustained competitive advantage,
the resources must add value to the firm, be unique or rare, and be imperfectly inimitable,

that is, unable to be substituted with other resources or provided by competing firms
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(Barney, 1991). Among other capabilities, this view requires development of certain
organisational practices that support training and skills development, retention and
focused recruitment, and management of the tacit and explicit knowledge that is critical

for the achievement of sustained competitive advantage.

According to Banerjee (2004), resource theorists offer significant conceptual limitations,
as most knowledge and physical resources can be procured from the market and an
organisation’s unique path dependencies can be transferred to other organisations through
job switching and its market information-sensing capabilities (Sinkula et al., 1997). It can
be further argued that tacit or explicit knowledge cannot be a source of competitive
advantage. If it is explicit and codified, then it is portable to all and is a market good,
unless protected by patents. If tacit knowledge exists and resides in the minds of the
individuals, then, although difficult to imitate, it can arguably be transmitted through the
individual carriers of such knowledge, by virtue of job switching, to rival firms that could

potentially profit from such knowledge (Banerjee, 2004).

Best-fit models of HRM adopt a contingency-based approach and stem from the premise
that each organisation operates in a different strategic milieu, which affects its work
organisation and product and/or service market portfolio. Therefore, each organisation
should develop its human resource strategy in line with its business strategy and look for
a fit between the two. Best-fit models are generally seen as having a closer link with the

dynamic external environments.

Best-fit HRM models can be classified into three groups. First, HR practices should be
based on the business life cycle model (Baird & Meshoulam, 1988), wherein an
organisation goes through different phases of growth and each phase has a distinct set of
HR practices that need to be developed and delivered. For instance, an organisation’s
training and development needs would be high during the start-up stage compared with
the later, mature stages. Second, HRM practices focus on developing effective strategic
and structural configurations. Fombrun et al. (1984) highlighted a strong need for an
internal strategic fit and identified a range of strategic HR choices in recruitment,
selection, training and development, and rewards and remuneration, depending on the
firm’s strategic configurations. To this end, training activities should be closely aligned

with an organisation’s strategic needs. Finally, best-fit models draw upon Porter’s (1985)
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classification of three generic strategies: innovation, quality enhancement and cost-

reduction.

Schuler and Jackson’s (1987) work has been considered to be dominant in this group. In
their work, Schuler and Jackson argued that firms could pursue any of the three strategies
and that HR strategy should be geared towards identifying key behaviours from which an
organisation would gain value, and would need to support each of the three strategic
orientations. The competitive strategy adopted by an organisation would have varying
training demands. For instance, in case of a cost-leadership strategy, training and skills

development would not be high on an organisation’s agenda.

Best-fit models are not free from detractors, as they are often labelled as top-down and
prescriptive. Further, although a simple strategy typology is advanced for developing
strong internal fits, many organisations follow a more pluralistic approach to strategy and
may have elements of all three strategies in operation at the same time. Second, as Boxall
and Purcell (2003) argue, organisations do not exist in a vacuum; they are rooted in
societies and are also influenced by institutional forces, which ultimately define the
strategic milieu in which they are operating. Finally, it is not possible to factor all the
contingent variables, their interrelationships and the paths they follow to establish clearly
defined HRM-performance links (Purcell, 1999). To this end, the following section
provides further discussion on the links between an organisation’s competitive dynamics,

market characteristics, and the HR strategy it can adopt, especially in service industries.

Market Characteristics, Competitive Dynamics, and HR Strategy

Boxall (2003) provides a framework for understanding the market characteristics, the
competitive dynamics and an organisation’s HR strategy in the services sector. Building
on Herzenberg et al’s (1998) typology of differentiated work systems—ranging from
highly constrained and Taylorised forms to high-skill autonomous structures—and using
Porter’s classification of strategies (Porter, 1985) on the nature of markets served, Boxall
developed a typology of three types of market that firms can get into and identified the

nature and the basis of competition and work organisation for each type.

The three markets identified are: mass-service markets, a mix of mass markets and higher
value-added segments, and very significantly, if not totally, differentiated markets.

Within these market segments, Boxall (2003) identified the nature of knowledge content,
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typical work design, competitive dynamics, and the predications for appropriate HR
strategy (see Figure 7 for more details). Boxall’s (2003) classification suggests that there
are opportunities to implement HPWPs (including quality management approaches) in
Type 2 and 3 markets or where there is higher value-added economic benefit available.

Second, he argues that the skills that firms should possess for HPWPs’ implementation

need not be high as long as there is an economic justification for implementing HPWPs.

SERVICE MARKET TYFE

KNOWLEDGE
CONTENT OF SERVICE

TYFICAL WORK DESIGN

COMPETITIVE DYNAMICS
IN THE SECTOR

PremicTioNs For HR
STRATEGY IN FIRMS

Typel

Mass-service markets
(ex petrol stations, fast
food, supermarkets)

Low. Key managers or
franchisees have critical
knowledge, but general
labour uses limited, mostly
generic know-how'

Low discretion. May be
highl}-‘ Taylorised” in
international franchises
or major chaing;
otherwise unrationalised,
low-skill work

Cost-based except to the
extent limited b:\-' Lnigms and
state regulation; substitution
of labour for technology and
self-service; some branding
strategies possible

Firms typically it HR
strategy to their cost-driven
competitive strategies
through paying only the
market-clearing wage and
complying minimally with
labour laws; very limited
prospects for HR advantage,
except where premium
brands can be created

and sustained

Typel

A mix of mass markets
and higher value-added
segments (e elder care,
hotels, call centres)

Low-to-moderate knowledge
levels mix of skill level
needed in the workforce

Traditionally low-to-
moderate discretion, but
]."(btenﬁﬁlfnr job enrichment
and HPWSs

Mix of cost and quality-
based ompetition; greater
profit opportunities for firms
that identify higher value-
added segments

In mags markets, HR
strategies are Type 1, but
possibilities exist for HR
advantage in higher value-
added segments; potential
problems with imitability
and appropriability

Type3

Very significantly, if not
totally, differentiated
markets (eg high-level
professional services)

High knowledge intensity

High discretion -
the natural home of
HPWSs

Expertise and quality-based
competition, but with some
anchors on relative pricing
soMme services may be
routinised and migrate back
to Type 2 competition

Extensive opportunities for
HE advantage in expertise-
driven niches; potential
problems with imitability
and appropriability; use of
lower cost HR strategies
where expertise is routinised

Figure 7. Market characteristics, competitive dynamics, and HR strategy in services.

(Boxall, 2003, p. 13)

Although the above is a useful classification of the market types, it is simplistic because,
in the real world, a number of large and diverse organisations are likely to be operating in
all of the three types of market at the same time for different products and services. What
is also not clear from this classification is the nature of the specific HR practices that an
organisation may adopt. For example, from a training perspective, will an organisation
invest negligible amounts in training if it belongs to Type 1 market segment and more if
it belongs to Type 3, and if it does, what type of knowledge and skills are developed?
Also, will firms in a Type 1 market rely on recruiting skills from external labour markets,
and will they develop it in-house in a Type 3 market? Is a high skills road necessary for a
Type 3 market? Evidence from the UK does not seem to support the need for a high skills
road for a differentiated product market (Mason, 2005). Likewise, in another study, a

50



differentiated product market was not found to be associated with the use of highly

skilled labour (Sung & Ashton, 2005).

In terms of market characteristics, competitive and HR strategy for ITeS/BPO (especially
call centres) and software development, Batt and Moynihan (2002) and Banerjee (2004)
offer useful classifications. Batt and Moynihan advance three call centre production
models: a classic Taylorist mass production model, a professional service model, and a
mass customisation model. The first and second models of production correspond closely
with Boxall’s (2003) production models and his classification of Type 1 and 3 markets,
with the mass customisation coming close to the production model typical of Type 2
markets. The implications for skills development advanced by Batt and Moynihan are not

very different.

The above classification is useful for studying call centres and BPO organisations in
India. However, for IT software services and product development firms, Banerjee’s
(2004) approach to understanding competitive strategy and market characteristics appears
to be pragmatic. As noted earlier, Banerjee offers evidence for two broad divisions in the
Indian IT sector: software services (projects), and software product and research and
development (products). Each of the above two divisions may be operating in Boxall’s

(2003) classification of Type 1 to 3 service markets.

Banerjee further suggests that the strategic focus of Indian IT organisations is to seek
governance over their strategic milieu, where the strategic milieu is typical of a
Marshallian (Marshall, 1920) market. Firms seek governance in a particular locality or
domain, and in particular regional markets and resources through strategic alliances and
strategic demand management. Firms’ strategic composition and structure allows them to
seek governance over other firms and customers operating in their strategic milieu. Indian
IT firms, according to Banerjee, have a fluid structure, which is typified by joining

different strategic business units with certain common strategic processes.

In this strategic make-up, Banerjee (2004) suggests that knowledge needs to be
differentiated into three types: knowledge as factor of production, knowledge as a source
of competitive advantage, which depends on how it is combined or recombined internally

(initially Penrose, 1968, and then a central argument of resource theorists), and
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knowledge as something which co-evolves with structure and an organisation’s strategy.

Such knowledge is not a pure asset that can be procured from the market.

Such knowledge is strategic in nature because it focuses on how other knowledge is
organised through the structure more than through content. In essence, it is a decision
rule, and such a decision rule allows the firms to ‘switch’ from one market (e.g. product)
to another (services) in response to its strategic needs. In other words, based on the two
main divisions in India’s IT sector (product environment and project or services
environment), and depending on an organisation’s strategic make-up and its milieu, its
knowledge assets and the need for development of higher level competencies will vary.
Further, an organisation’s ability to switch from product to project environment and vice-
versa is its core competence and can be a source of its competitive advantage. The above
switching competence is developed through investment in strategic knowledge as it
determines the ease with which a firm can switch to and from a service or a product

market.

Overall, the above approaches highlight the increasing importance that investments in
training and HR strategy have on organisational performance. Strategic human resource
management theorists view training as part of a firm’s strategy to improve employee
commitment and to manage its human resource flow (Fombrun et al., 1984; Heyes &
Stuart, 1996; Rainbird, 1994). Proponents of the “soft HRM” theory (Storey, 1989) have
viewed training as part of the overall human resource policies to produce high
performance outcomes (Walton, 1985; Kochan & Dyer, 1993; Pfeffer, 1994). As well as
the benefits presented by the HPWPs’ school of thought, the limitations identified include
the use of single informants in the studies, the cross-sectional nature of the studies and

sporadic diffusion of these practices, despite their bold claims (Purcell, 1999).

Empirical Evidence: Linkages between Business Strategy, Product/Service Strategy,
HPWPs, HR strategy, work organisation and technology, and Training

Business strategy. In the UK, some of the earlier attempts to explain the role of training
and HRM in implementing strategic change were made almost two decades ago by
Warwick scholars in the UK (Sparrow & Pettigrew, 1985; Pettigrew et al., 1988).
Pettigrew and his colleagues identified four sets of factors that variously drive and

stabilise training. They emphasised the importance of distinguishing between driving

52



(triggering) and stabilising factors. In their model, training is triggered by either technical
or product market changes that create a gap in the skills requirements. Factors that trigger
training are linked to an organisation’s strategic needs and its internal labour market;
factors that stabilise provision of training can be both internal (having a training
champion, senior management commitment, budget allocation, trade unions and a training
infrastructure) and external (availability of skills in the external and internal labour
markets, government grants and subsidies, legislative requirements) to the firm. This
model proposed that training be stabilised through a combination of factors that are both
internal and external to the organisation. Changes to a firm’s strategy have a profound

impact on its skills requirements and as a consequence on its training provision.

In Australia, Hayton et al. (1996) built on the above work undertaken by Warwick
scholars in the UK and developed a model that further classified the factors into three
groups: training drivers, mediating factors and environmental factors. Using human
capital and neo-human capital theory assumptions, and the impact of HRM strategy and
HPWPs on training, they developed this model, initially by undertaking case studies of
thirty organisations, ten each from three manufacturing industry sectors. The researchers
found a range of factors drive training demand in these Australian enterprises (see their
model in Figure 8). They found workplace reorganisation, investment in quality, new
technology and enterprise size to be significant drivers of training. A further 12 case
studies in different industry sectors and a survey of 1760 Australian worksites were
undertaken by almost the same group of researchers (Mclntyre et al., 1996; Smith &
Hayton, 1999).

The results confirmed their earlier findings (Hayton et al., 1996), demonstrating that
demand for training is governed by three key elements: training drivers, which are factors
that are internal to the firm; environmental factors, which are factors that govern an
organisation’s external and internal environment (for example, government regulation and
competition); and mediating factors, such as enterprise size, workforce composition and

training infrastructure (see Figure 8 for the full model).

Ridoutt et al. (2002) further developed the Hayton et al (1996) model and confirmed its
robustness by suggesting that its flexibility allows researchers to include or exclude one
or more variables, depending on the industry sector being researched. Overall, Smith and

Hayton (1999) and Ridoutt et al. (2002) found the introduction of new products or process
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technologies, organisational change, and technological innovation to be significant drivers

of training provision for most training activities.

Training Drivers
. Workplace Change

i Environmental Factors
. gz:lvlitT;Chn"l"gy Mediating Factors
. Industrial award Size of the organisation ®  Competition
coverage Industry ®  Environment

Occupational structure
Level of training

Training Infrastructure
Level of decision -making
Senior management
commitment to training

e Provision of training in
industrial awards

e  Business plan includes
training

. Performance appraisal

A\ 4

®  Deregulation

Enterprise
Training

Figure 8. The Hayton et al. (1996) model.
(Adapted from Hayton et al., as cited in Ridoutt et al., 2002, p. 27).

In line with the UK and Australian attempts, researchers from Canada (Betcherman et al.,
1997; Dostie & Montmarquette, 2007) model certain factors in explaining the incidence
of training provision in Canadian enterprises. They found support for a positive
association between organisational change, business strategy, and the incidence of

training.

Product specification strategy and training. Extending the research on training
determinants, researchers from the National Institute of Social and Economic Research
(NISER) and the Centre on Skills, Knowledge, and Organisational Performance
(SKOPE) at Oxford and Warwick Universities in the UK have considered the role of
product specification in determining the skills demand (Green et al., 2003; Mason, 2004,
2005). Green et al. and Mason (2004) found a positive association between the presence
of high skill levels (evident through high qualification levels) and high product
specification or high value-added production. The implication here is that high-
specification products require high skills compared to low-specification products. Mason
(2004) found strong support for high skills and an organisation’s product strategy even
after statistically controlling for enterprise size, site, sector, sales, and other variables.
Green et al. (2003) and Ashton and Sung (2005) found demand for skills to be associated
with technical change, whereas Kitchin and Blackburn (2002) found the introduction of
new products or services to have a profound impact on skill demand. Overall, the above
research points towards one common factor: organisation change—technical or
structural—has a profound impact on skill formation.
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HPWPs and HR strategy. To understand the complexity of organisational change, Smith
et al. (2003, 2004) undertook further research into five new management practices
(NMPs) implemented in Australian enterprises and assessed their impact on training.
Smith et al. (2003, 2004) found support for a positive association between various NMPs
and indices of training. Smith et al.’s NMPs are similar to what has been described in the
US and UK as high performance work practices (HPWPs) (Becker & Huselid, 1998;
Guest, 2000). Extant literature further offers a range of terminologies for such practices,
for example, high commitment practices (Walton, 1985), high involvement work practices
(Wood et al, 2001), high performance work organisation (HPWO) (Aston & Sung, 2002;
Lawler et al., 1998) and, more recently, specific bundles of sustainable HR and
management practices (Purcell et al., 2003). Irrespective of the labels attached, these
practices generally include total quality management (TQM), team working, learning
organisation, business process re-engineering, lean production, job rotation, innovative
HRM practices, and organisation-wide sharing of strategic and operational information.
The underlying assumption is that, with increasing global competition and an economic
slowdown, these HPWPs, when implemented together, will foster the development of
higher level skills, which will consequently improve the performance of an enterprise and
raise the overall satisfaction level of its customers and employees (Ashton & Sung, 2002,
2005; Keep, 1999, 2000). Such an approach is often described as a “win-win” strategy for
employees, employers and its stakeholders. Recent studies in the HPWPs tradition have
also attempted to provide causal relationships between these practices and organisational

performance (Guest et al., 2003; de Menezes & Wood, 2006).

The heightened research interest in HPWPs as a vehicle for improving organisational
performance has also drawn policy makers to consider their usefulness for developing
national competitiveness and innovation in the UK (DIT, 2003; Keep, 1999, 2000). Some
consider HPWPs as a vehicle for the high skills development needed in today’s
knowledge economy and have established linkages between HPWPs and demand for
investment in skills (Ashton & Sung, 2002; Felstead & Ashton, 2000; Felstead & Gallie,
2002). The recipe here again is a model of certain practices, which, if implemented, are
likely to take organisations on a path of high skills development and consequently high
performance and growth. Like most studies in this tradition (Osterman, 1994; Snell &
Dean, 1992), Smith et al. also found a move away from investment in technical and firm-
specific skills to investment in generic and transferable skills because some of these

management practices lend themselves more to the development of generic and
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transferable skills. Further, where the focus of such HPWPs or new management practices
is on employee control and cost reduction, only technical skills are developed. However,
where such HPWPs allow for empowerment, employee discretion, and autonomy, the
focus of skills development includes both technical and behavioural skills (Ashton &

Sung, 2002; Smith et al., 2003; 2004).

Thus, where the focus of implementing new management practices is on increasing
employee autonomy and discretion, firms are more likely to invest in general and
technical training. Where the focus of such practices is on high employee control and low

employee discretion, firms will invest in technical training (Proposition 4).

In a more recent consideration of drivers of training in the UK, Ashton and Sung (2006)
offer a fresh approach by considering not only an organisation’s competitive strategy
(cost leadership and/or differentiation), but also the way its production function
(interpersonal/social and technical systems) is organised. Ashton and Sung argue that an
organisation’s competitive strategy and its production function determine the nature and
extent of skills demand. They differentiate the production function based on Wilkinson’s
classification (2002), wherein the technical system could be following either a mass-
production or Fordist work organisation strategy or a differentiated work organisation
strategy, characterised, typically, by adoption of HPWPs such as team working and lean
production. Its social or interpersonal relations could either be highly task-focused or

have a people development focus.

Through case studies of 10 UK organisations, Ashton and Sung found that firms
operating with a mass production technical system strategy and having high task-focused
interpersonal relations are less likely to invest in a broad range of skill sets. They found
that firms having a differentiated production function or a non-Fordist work organisation,
with a people development focus in their social and interpersonal work relations, are
more likely to invest in a range of skills. However, this does not mean that “HPWOs are
developing skills for the sake of skills”; instead, they found skills development to be
closely linked to the firms’ and individuals’ performance outcomes and targets (Ashton &

Sung, 2005, p. 3).

In a HPWO, skills development serves two roles: first, to develop essential skills for the
performance requirements of a job; second, to develop a motivational environment that

helps employees to internalise learning so that they see learning as an integral part of
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their roles. The latter is similar to Purcell et al’s (2003) finding of high organisational
performance. Purcell et al., using the classic performance equation Performance=fAMO
(where performance is a function of A= Ability, M=Motivation, and O= Opportunity),
argue that while basic skills and abilities are essential for performance, it is how the
organisation motivates employees and provides opportunities for people to develop that

creates superior organisational performance.

Work organisation, technology, and training. Post-Fordist writers (Piore & Sabel, 1984)
argue that the impact of technology on skills is positive as it enables firms to be flexible
and responsive to market needs. Technological change requires employees to become
skilled and conversant in new technology and adopt flexible specialisations in their
production systems. Empirical evidence on both the deskilling and upskilling positions is
mixed. Evidence from the US and the UK suggests that the process of deskilling and
upskilling happens simultaneously in different industries and contexts (Cappelli, 1993;
Gallie, 1991) Other studies identify an upskilling trend, wherein the demand for training
increases with the introduction of technology (OECD/CERI, 1988; Smith & Dowling,
2001; Smith & Hayton, 1999).

Some authors have classified neo-Fordist work as modified or digital Taylorism in the
context of the high technology skills needed in the 21st century (Brown et al., 2008;
Taylor, 1998; Taylor & Bain, 1999, 2001, 2004). Ritzer’s (2004) revised work The
McDonaldization of Society—Revised New Century Edition, is written in a similar vein.
Ritzer demonstrates four pervasive dimensions of McDonaldisation: efficiency,
calculability, predictability, and control through non-human technology. The range of
industry sectors that have found application of this phenomenon has increased
significantly from mass manufacturing facilities, through health care, education (Ritzer,
2004) and call centres (Taylor, 1998; Taylor & Bain, 1999, 2001, 2004), to administrative
work in the service sector (Baldry et al., 1998).

In the extant training demand models, the linkages between business strategy, HRM,
HPWPs, and skills development were explored. Supporters of the HPWPs tradition
(Ashton & Sung, 2002) view implementation of HPWPs as a key to developing high
skills. Critics of high involvement, high commitment HR practices, HPWPs, or new
process technologies (Kumar, 2000; Lloyd & Payne, 2004, 2005; Marchington &
Grugulis, 2000) argue against the diffusion of such practices on the basis that these
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practices have negative consequences for employees and their impact often leads to
increased managerial control, work intensification, and labour alienation, despite having a

positive impact on an organisation’s surplus and productivity.

Critique of Training Demand Models

The limitations manifested by the factor models approach are as follows. The first refers
to the implied causality and the linking of independent variables to certain dependent
variables using sophisticated statistical techniques to demonstrate causality-like claims.
The implications put forth by the researchers of such input-output models is that they are
positing the presence of a causal relationship between certain independent variables and
various measures and indices of training and that organisations can use such research to
inform their training decisions (Smith & Hayton, 1999; Hayton, Ridoutt et al, 2002;
Kitchin & Blackburn, 2002). Causation in the real world is too complex to be captured via

a simplistic input-output model.

Secondly, the models have limited power to explain why certain training outcomes and
variables are more significant in some firms than in others, even within the same industry.
The models also fail to capture why the same levels of training outcomes are not noted in
firms using the same NMPs or HPWPs. They also fail to explain why some firms that are

operating in a low specification product/service continuum have a high demand for skills.

Lloyd and Payne (2004, 2005) suggest that the linkage between skills development and
HPWPs is highly questionable and in some cases may even produce negative outcomes.
They opine that researchers in the HPWPs tradition blame the low-product specification
and low skills as the main reason for British enterprises’ inability to compete in high
specification markets. Diffusion of HPWPs is advanced as an alternative way of moving
from a low skills Fordist work organisation to a “post-Fordist” form of work organisation
that is flexible and requires the development of the high skills necessary for competing in

high-product specification markets.

Lloyd and Payne (2004) believe that if that were to be the case, economic transformation
would be a matter of moving towards these HPWPs. However, the empirical evidence is
far from compelling and there is confusion over what constitutes HPWPs. Lloyd and
Payne conclude by suggesting a need to develop a better job rather than focusing on the

current approach, as the consequences of emulating a US-based vision could actually be
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harmful in the long run (Kumar, 2000; Marchington & Grugulis, 2000). Third, the factor
models approach is closed to the conceptualisation of training drivers from an external

perspective, for example one that considers an organisation’s clients/customers.

Notwithstanding the critics’ view, empirical research undertaken in the HPWPs tradition
has generally found a positive association between such practices and the nature and
extent of training (Cappelli, 1993; Osterman, 1994; Smith & Hayton, 1999; Smith et al.,
2003, 2004). Further, investment in quality was found to be associated with most studies
in the HPWPs tradition, although little is known as to why that is the case. Its role in
provision of training needs further review and understanding. Boxall (2003) argues that
the ability to invest in quality is dependent on an organisation’s competitive strategy. It is
more likely that firms operating in differentiated and highly differentiated product and
services markets will invest in quality management systems. What follows from the
above is that firms focusing on a cost leadership strategy will invest less in training and
quality management systems (Proposition 5). A related proposition is that firms servicing
slightly and highly differentiated service markets will invest more in training and quality

management systems than firms servicing mass service markets (Proposition 6).

The following section explores the role of quality management in an organisation’s
production function and the relationship it has with training decision-making in greater
detail.

Quality Management and Training

Total quality management (TQM) is generally defined as the presence of a quality
management philosophy that focuses on customer satisfaction, continuous improvement
and treating the organisation as a total system (Dean & Snell, 1991; Sitkin et al., 1994;
Snell & Dean, 1992). Reed et al. (1996, 2000) have defined TQM content to include
customer satisfaction focus, team working, cost reduction, continuous improvement, top
leadership commitment, training and education, and having an appropriate work culture.
For the purposes of this study, and similar to research undertaken in Australia (Prajogo &
McDermott, 2006), the common TQM content areas are encapsulated into three broad
areas: an organisation’s commitment to investment in quality and information sharing
(leadership commitment and shared beliefs and values regarding systemic information
sharing), its focus on continuous improvement (comprises internal and external customer

focus and process management), and team working (functional teams and cross-functional
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integration) are considered in explicating its quality management approach. Additional
themes, if any, about an organisation’s approach to quality will be analysed during

within- and cross-case analyses.

Quality management has its roots in the manufacturing sector, drawing upon disciplines
such as economics, systems thinking, management, and psychology. With the increasing
proportion of service work relative to manufacturing, however, its applications are now
well established and considered highly relevant to a range of service sectors, including IT.
Quality management practices have established an important place in today’s
organisational thinking and are found to improve organisational performance, and are
seen as a source of sustained competitive advantage (Morgan & Piercy, 1996; Reed et al.,
2000). Reed et al. distinguish between TQM content and process and suggest that while
the TQM content can be a source of competitive advantage to firms, it is how
organisations deploy their TQM practices is what can potentially create sustained
competitive advantage. Most quality management practices have a strong focus on
statistical process control, minimising the variance from the norm, using a range of
sophisticated statistical techniques for monitoring the quality of the product or service

deliverable.

Although Porter (1985) has long argued that the quality of products and services is a
primary basis for following a differentiation strategy, followers of the TQM approach
advance its linkages with a cost leadership strategy. Some research points to the
coexistence of the low cost and differentiation competitive strategies (Hill, 1988; Morgan
& Piercy, 1996). Hill (1988), rejects Porter’s (1985) assertion that the two competitive
strategies are fundamentally incompatible with each other and that a strategic choice is
necessary to avoid being “stuck in the middle”. Morgan and Piercy (1996) confirm the
view that quality management approaches support both differentiation and cost leadership
strategies. Prajogo (2007) found that the effect of differentiation strategy on quality was
moderated by cost leadership strategy: the stronger the cost leadership strategy, the
greater the effect.

Extant literature explains the links between product and service quality, cost leadership,
and differentiation strategies (Belohlav, 1993; Prajogo, 2007). For example, Belohlav
(1993) suggests that by achieving high quality, firms can pursue both differentiation and

cost leadership strategies. By focusing on external dimensions of quality (customer
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satisfaction and innovation) differentiation can be achieved. Similarly, by focusing on
internal aspects of quality (process improvement, waste reduction, cost reduction, and so

on) low cost strategy can be serviced. Prajogo (2007) explains:

the synergy between external differentiation and internal cost leadership provides firms with
flexibility to select the scheme of competition they want to pursue by charging premium
price with high quality or offering lower price with relatively equal quality level to

competitors.(p. 78)

The above distinction is critical to our understanding of how an integrated quality
management approach can inform and implement functional integration between a firm’s
marketing, people, and operations management functions. Thus, firms in the IT sector can
select quality management frameworks for delivering various strategic (cost leadership
and differentiation) and operational (cost and waste reduction, functional integration,

capability development, customer satisfaction, and process improvement) outcomes.

Quality Management Approaches in the IT Sector

ISO 9000, Carnegie Mellon University’s Capability Maturity Model (CMM) developed
by its software engineering institute (SEI), Malcolm Baldrige National Quality Award
(MBNQA), Six Sigma, and Lean Six Sigma are among the numerous quality management
systems (QMS) adopted by firms in the IT sector. A closer analysis of the TQM, Six
Sigma, Lean Production, ISO 9000 certification standards, and CMM certifications
reveals that there is a programmed mandate for certain types of training for all employees
involved, at the various stages of the quality approach adopted. Further, for organisations
in the IT sector to remain competitive, they must continually develop and deliver quality
products/services on time and at low cost. Their ability to deliver this is dependent on
how the firm deploys the internal and external dimensions of the quality management
approach. For example, high levels of process maturity as assessed against the CMM
standard, a commonly used quality standard in ITSS organisations, is associated with high
product quality and increased development effort (Harter et al., 2000). Harter et al.
(2000) further found marginal benefits from sustained investment in quality on cycle time
and development effort, thus suggesting an optimal level of investment in quality in

certain types of software development approaches.

The initial intention behind the development of the CMM was to assess how able and

robust are the software development processes used by contractors employed by the US
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Department of Defence. This model enabled the Government to assess contractors’
capabilities such as software management, systems engineering, and project and risk
management, at various stages of the software development lifecycle, similar to the

Waterfall model, discussed in Chapter 2.

The model typically categorises process maturity at five levels. At Level 1, software
development processes are characterised as ad hoc and chaotic. At Level 2, the processes
are repeatable and can be done with some level of consistency, with well developed
project management capabilities. At Level 3, the organisation defines its standards for
each process with some best practice guidelines for projects, and has the ability to
customise it to new projects. At Level 4, it develops detailed metrics for each standard
and the management can effectively control the entire process by focusing on
predictability and using advanced statistical process control techniques. Finally, at Level
5, the organisation establishes quantified process improvement metrics for all processes in
the organisation and engages in continual improvement and reviewing in light of the
changing external conditions. The essence of the above approach is to first observe and
capture the processes and then to simplify and standardise them, to avoid variance in its
performance by developing metrics for such processes. Such a level of maturity occurs
over a period of time through sustained investment in quality management resources,
assessments and training (although, as Harter et al. (2000) found, over investment can be

counter-productive).

Using Motorola as a case study, Belohlav (1993) illustrates how the use of Six Sigma
methodologies can link to its differentiation strategy of offering high quality products and
services. Six Sigma is a continuous process that focuses on reducing the error or defect
rates to 3.45 per million opportunities of a process or a part. Belohlav (1993) argues that
an average organisation operates at Sigma Level 4, which translates to 6210 defects per
million opportunities. Sigma Level 5 translates to 233 defects per million opportunities.
Where an organisation can focus on implanting this internal dimension of quality in its
production function, the net results allow it to create a new competitive position in the

market. Belohlav (1993) found in Motorola’s case that a:

4 sigma manufacturer will spend in excess of 10% of the sales dollar on internal and
external repair. A sigma 6 manufacturer will spend less than 1%. A 4 sigma supplier cannot

directly compete with a 6 sigma supplier and survive. (p. 62)
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The above approach is not just limited to manufacturing. Its proliferation is also high in
India’s ITSS and ITeS/BPO services environment, although the sigma and process
maturity levels of firms would vary depending on the stage of their organisational and
process lifecycle. Six Sigma can be applied for both internal process efficiencies (cost
leadership), and external product/service performance (based on clients’ perception and

needs).

Parzinger (1997) emphasises that, for successful implementation of TQM, it is necessary
to follow a stage-wise application of TQM through a product/process life cycle. Research
suggests that higher levels of investment are required in quality processes and personnel
training in the early stages of a product/service or process life cycle, and, in accordance
with clients’ expectations, with the expectation that productivity will improve (Krishnan
et al., 2000). Doing so would explain some of the conflicting findings, for example, why
in certain organisations TQM was successful and also had a positive impact on the
formalisation of training, but was unsuccessful in others. This anomaly suggests the
existence of a temporal dimension in the adoption and deployment of quality management
systems and that it may have an impact on its training and production function. These
considerations suggest that the strength of an organisation’s quality management systems

helps in shaping the nature and extent of training provision (Proposition 7).

Empirical Evidence of the Impact of Quality Management Systems on Training

In addition to mandated training in various TQM approaches, the extant training demand
models also note its impact on provision of training. The presence of a well-developed
TQM philosophy in an organisation requires not only data collection and analysis skills; it
also requires those involved in the programme to develop behavioural skills in the areas
of communication and teamwork, customer service, and knowledge of statistical
techniques (Smith & Hayton, 1999). To this end, Osterman (1995) and Smith et al. (2004)
found that TQM has been the catalyst for firms to move from technical training to

behavioural training.

In their study, Ridoutt et al. (2002) found a strong commitment to quality within the
respondent population to be a driver for formalisation of training activities. However,
limited influence was seen on the volume of the training. This finding was also evident in
a study by Hayton et al. (1996): almost half of the surveyed enterprises (Hayton et al.)

found quality to be an important driver of training and the single most important factor
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influencing training activity decision-making. It is difficult to explain the paradoxical
findings: strong commitment to quality as an important driver on one hand and limited

investment in training volumes on the other (Hayton et al., 1996; Ridoutt et al., 2002).

Ridoutt et al. (2002) offer two possible explanations. Firstly, different forms and levels of
quality commitment result in different levels of training activity. Thus, it is important to
measure different levels and forms of an organisation’s commitment to quality. TQM
exists on a continuum, from simple quality awareness, through specific quality initiatives,
to fully fledged quality accreditation programmes and an integrated approach to quality.
Secondly, there could be a link between quality and the broader concepts of the
innovation process, the learning culture, the product or service life cycle, and
organisational change. Russell (1999) identifies the tension that exists between the idea of
quality as the establishment of predictable standards on the one hand and innovation and
continuous improvement on the other. Russell (1999) argues that this tension can be
resolved by explaining innovation as being at the sharp end of quality, where quality

plays the role of continuously refining and improving the innovative ideas advanced.

Initially, organisations begin their commitment to quality through monitoring and
auditing their processes. Later, as their commitment increases, they may adopt a more
holistic approach, which includes innovation and change as facilitators of the entire
process. The nature and extent of training will vary according to the nature and intensity
of the innovation and its link with commitment to quality (Vogel, 2000). As organisations
develop maturity for different processes at different stages of the product and/or service
life cycle, varying training outcomes are achieved. Thus, the commitment to quality and
its influence on training can be viewed as integral to the change process. It is for these
reasons that quality becomes statistically less significant or is submerged under the more

powerful effect of workplace change (Ridoutt et al., 2002).

Quality Management in India’s IT sector

Commitment to quality has also increased significantly in Indian enterprises, especially
after the Indian Government’s liberalisation programme of the 1990s. A corporate drive
to secure and retain quality accreditation programmes is evident in the high number of
Indian organisations securing the ISO 9000 accreditation, and many more are actively

adopting different variants of TQM. This drive has provided an additional impetus to the
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HRD function in the IT sector of India, where a growing number of organisations have
adopted quality accreditation standards, such as ISO 9000 (Radice, 1995), the Software
Engineering Institute’s Capability Maturity Model (SEI-CMM) Levels 1-5 (Paulk et al.,
1993), PCMM (People Capability Maturity Model), Six Sigma certifications, and the
ITeS/BPO version of CMM. Most of these standards focus on aspects of process maturity
and capability development, using training and development (Kumar, 2001; NASSCOM,
2005b). According to the Indian IT industry association NASSCOM, “As of December
2005, over 400 Indian companies had acquired quality certifications with 82 companies
certified at SEI CMM Level 5 — higher than any other country in the world.”
(NASSCOM, 20064, p. 2)

As noted in Chapter 2, quality has been used by domestic ITSS and [TeS/BPO firms for a
number of purposes, ranging from increasing customer satisfaction, through process
improvement, to market signalling effects, although there is limited empirical evidence to
support such claims (Humphery et al., 1991; Dion, 1993). Only recently have we seen
some empirical work on the effect of quality accreditation on firm performance in terms
of increased revenues and higher price per unit of output (Arora & Asundi, 2000). In a
study of 95 Indian software firms, Arora and Asundi (2000) used surveys and site visits to
interview more than 20 firms, including 12 of their US-based clients. The following

themes emerged:

¢ Quality certification is an important signalling tool for potential customers.

e [t provides the software vendors with the ability to deliver sophisticated and
higher value-added services with a higher per unit output cost, thereby enabling
them to undertake complex projects.

e [t enables better understanding of clients’ needs during the negotiations and even

before the contracts are signed.

Further, for organisations to survive in the IT sector, they must continually develop and
deliver products/services on time and at low cost. Their ability to do so depends on high
levels of process maturity as assessed by the SEI-CMM standard, a commonly used
quality standard in ITSS organisations, which is associated with high product quality and
increased development effort (Harter et al., 2000). While the training demand models

deepen our understanding of some key factors that influence training decision-making and
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their relationships with each other, the input-process-output approach adopted by the

above models has limitations and needs further probing.

Irrespective of whether an organisation operates in a mass production, differentiated or
slightly differentiated market segments, an important consideration for its success lies in
its ability to satisfy its customers and be able to adapt fast to the changing environment, a
consideration that has thus far not been addressed in the HRD literature. Further, in the
evolution and growth of certain large IT organisations in India, among other capabilities,
the development of client-specific capabilities was noted as one of the key reasons for

their sustained growth and performance. (Refer to Chapter 2.)

However, little is known in a developing country context how this capability is developed
in differentiated or mass markets and how an organisation’s social and technical relation
systems drive or hinder the development of such capabilities. Extant literature suggests
that for an organisation to develop distinctive capabilities, it should demonstrate a
commitment to developing a learning culture, open-mindedness for new learning, and
must develop a shared vision (Senge, 1990). Further, in the context of globalisation and
outsourcing, there is a high level of interdependence and dynamic coordination in
knowledge transfer from the client to the service provider (Banerjee, 2004). This requires
an understanding of how organisations develop client-specific capabilities and other
learning necessary to meet their clients’ needs. Therefore, on the assumption that
organisational values drive behaviours and actions, the following section discusses the

market-based organisational learning framework developed by Sinkula et al. (1997).

Market-Based Organisational Learning Framework

Organisations that are able to learn and transform themselves in response to the dynamic
external environment are more likely to sustain themselves in the long term.
Organisational learning depicts a cognitive view of the organisation and has often been
noted as one of the key ways to achieve competitive advantage and be responsive to
changes in its environment (Dickson, 1996; Hunt & Morgan, 1996). Although numerous
organisational learning processes have been advanced in the literature (Deshpande &
Webster, 1989; de Guess, 1988; Huber, 1991; Sinkula, 1994), some consensus exists

regarding the focus of organisational learning. In short, involves the acquisition and
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development of new knowledge or insights that can potentially change an organisation’s

behaviour towards its strategic and operational milieus.

Organisational learning is based on the assumption that learning facilitates behavioural
change that subsequently results in better organisational performance. To achieve high-
level performance, organisations need to develop a learning culture that values
investment in the training and development of employees, to build up systems that
support the creation and acquisition of new knowledge, and to implement these systems

at organisational, group, and individual levels.
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Figure 9. A framework for market-based organisational learning.

(Adapted from Sinkula et al., 1997, p. 307)

In their conceptualisation of a market-based organisational learning process, Sinkula et al.
(1997) suggest that the process of organisational learning is facilitated by three elements:
organisational values that promote learning, an organisation’s market-information
processing behaviours, and organisational actions (see Figure 9 for details). Owing to the
“tacit, covert, and unobservable” nature of interpretation and organisational memory,
Sinkula et al. (1997:308) excluded these constructs from their empirical model. Before
the framework is explicated, the two main constructs—an organisation’s learning

orientation and market information processing behaviours—are explained below.

Learning Orientation
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It has been defined in different contexts but, in general, it involves three sets of
organisational values associated with an organisation’s tendency to learn. These values
are commitment to learning, open-mindedness, and developing a shared vision to
influence a firm’s ability to create and use knowledge (Argyris & Schon, 1978; Senge,
1990; Garvin, 1993). Commitment to learning is an organisational value that fosters
learning through ongoing training and development of its employees and allocates
resources for such development. Open-mindedness requires an organisation to challenge
its current theory-in-use and any new information it processes from internal and external
sources. Shared vision encompasses its ability to communicate and disseminate its theory-
in-use and any new knowledge and competencies that it has developed throughout the
organisation. These values can be implemented partly by direct investment in training and
partly by fostering a culture of supporting and sharing new learning and skills

development at all levels.

Learning orientation influences the degree to which an organisation is satisfied with its
theory-in-use and, hence, the degree to which proactive learning occurs (Senge 1990;
Sinkula et al., 1997). An organisation’s learning orientation could be adaptive (single
loop), generative (double loop), or transformative (triple loop), which has an impact on its
ability to replace its existing theory-in-use. Single loop (Argyris & Schon, 1978) or
adaptive learning (Senge, 1990) is mostly about an organisation’s dominant logic and
management approaches to business problems. It is achieved by extending its theory-in-
use through strong management systems and processes. Organisational changes are
usually sequential and incremental in nature (Slater & Narver, 1995). Generative or
double-loop learning (Argyris & Schon, 1978; Senge, 1990) is indicative of an
organisation’s ability to unlearn its current ways of doing things to improve its processes.
It is possible through an organisation’s open-mindedness and how it critically evaluates its
existing theory from time to time. Such learning is essential for continuous improvement
and breakthrough innovations in its products, services and processes (Baker & Sinkula,
1999). Sinkula et al. (1997) refer to such learning orientation as knowledge-questioning
values. Triple loop or transformational learning is evident when an organisation
undergoes a major paradigm shift, such as when a manufacturing organisation reinvents
itself as a service or a logistics operation. In the context of this research, an organisation’s
ability to switch from a service to a product environment or from a captive to a third-party

and vice-versa is typical of such learning transformation.
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Market Information Processing (MIP)

To understand the influence of client needs on the creation of new knowledge, which is a
critical input for any training provision, we need to understand the concept of market
information processing. Market information processing is the process by which external
market information is transformed into knowledge (Sinkula, 1994). It involves sensing
and disseminating of information from the external market across the organisation.
Information dissemination is the ability to diffuse the information generated, vertically
and horizontally (Argyris & Schon, 1978). Of more importance is information sensing or
generation because it involves capturing precise and critical information about a
customer’s needs and the external competitive environment. If information acquisition is
done well, disseminating it across the relevant parts of the organisation and then framing

a response is relatively easy.

Market information processing is developed from a key marketing construct, market
orientation (MO). While the concept of MO was developed with the intent of meeting an
organisation’s strategic marketing needs, the information thus acquired and disseminated
has direct relevance for developing various operational, marketing, and training
responses. From a client perspective, market orientation’s linkage with learning
orientation (Sinkula et al., 1997) is critical in strengthening its relationship with an
organisation’s training and development efforts and marketing outcomes. Kohli et al.
(1993) developed a measure for MO, MARKOR, and defined it as: “the organizationwide
generation of market intelligence pertaining to current and future needs of customers,
dissemination of information horizontally and vertically within the organization, and the

organizationwide action or responsiveness to market intelligence.” (p. 467)

Narver and Slater (1990) contend that it is possible to achieve sustained competitive
advantage by providing superior value to one’s customers. It is possible by creating an
organisational culture that supports behaviours for creating superior customer value.
Market orientation is one such knowledge-producing behaviour (Sinkula et al., 1997). It
consists of three behavioural components: information sensing or acquisition from an
organisation’s customers and competitors, horizontal and vertical dissemination of such
information within the organisation, and framing appropriate organisational responses in
relation to such information via inter-functional coordination (Kohli et al., 1993; Narver
& Slater, 1990). Information generation ability is critical as it enables the organisation to

keep itself informed about its customers and competitors. However, if its information
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dissemination and response-framing ability are inefficient and ineffective, changes to its
theory-in-use will be limited. An organisation’s ability to store, process, and interpet new
information enhances or hinders the way in which such information is attended to before

any response is framed.

Key Relationships

Sinkula et al. (1997) were the first to test the interrelationships between organisational
learning, a values-based construct, which formally connects organisational values
(Argyris & Schon, 1978; Fiol & Lyles, 1985; Senge, 1990) to an organisation’s market
information processing behaviours (Kohli et al., 1993; Narver & Slater, 1990), and
organisational actions. On the assumption that values drive behaviours and subsequent

actions, Sinkula et al. (1997) tested three hypotheses:

1. The extent to which an organisation engages in market information behaviour is a
function of its learning orientation.

2. An organisation’s dissemination of market information will be a direct and
indirect function of its learning orientation, such that the indirect effect of learning
orientation on information dissemination is dependent on its information
generation.

3. The frequency with which an organisation disseminates its marketing programmes
(organisational response) will be a function of the extent to which it disseminates

the information.

Empirical Evidence of Key Relationships

Sinkula et al. (1997) found that a more positive learning orientation (a values-based
construct) will lead to increased market information generation and dissemination
(knowledge-based construct), which, in turn, affects the degree to which an organisation
makes changes to its strategies (a behavioural construct). Organisations with high levels
of learning orientation (LO) are more likely to question their current theory-in-use,
challenge basic assumptions and be open to new ideas and knowledge. While new
knowledge is procured through an organisation’s market orientation (MO) abilities, it can
be refined, redefined and challenged through its LO, depending on the extent to which its
LO and MO are developed. Organisations may thus demonstrate, adaptive, generative, or
transformational learning processes. Strong LO induces knowledge questioning values to

refine the information acquired and disseminated through a firm’s MO. If a firm has high

70



MO and medium to low LO, it is likely to result in adaptive learning (Slater & Narver,
1995) rather than generative learning, which is more likely to be the type of learning that
occurs when an organisation has high LO and high MO (Argyris & Schon, 1978; Senge,
1990; Sinkula, 1994). In other words, high LO is likely to enhance the market-orientated
behaviours because a strong learning orientation constantly challenges the assumptions of

the information and an organisation’s theory-in-use.

In terms of adaptability of a new product or service, it is likely that strong market
orientation will result in faster product development, especially if the learning orientation
is low. Strong learning orientation may not necessarily result in new product development
because it challenges the clients’ assumptions, and it relies on a range of additional
information sources, including market intelligence processing, to make informed
decisions, which may have an impact on the decision to develop what customers want. As
a result, firms with low LO and high MO are more likely to focus on product, service and
process enhancements or incremental changes rather than on new products or radical
innovations (Baker & Sinkula, 1999, 2002, 2005). In a framework designed to enable the
understanding of the relationships between market orientation, learning orientation and
product innovation, Baker and Sinkula (2002) explicate a hierarchy of five levels of
organisational learning and three types of marketing firms. The learning hierarchy,
starting from low to high is as follows: conditioning, modelling, adaptive learning,
generative learning, and meta-learning. The three groups of marketing firms are firms
with strong market and learning orientations, firms with strong market orientation and

weak learning orientation, and firms with weak learning and market orientations.

Baker and Sinkula (2002) advanced numerous propositions from this framework. They
proposed that firms in the first group define and lead the environment they are in and are
more likely to demonstrate meta- and generative learning, which is typical of market
leaders and firms that are radical innovators. Firms in the second group are responsive to
the environment and more likely to demonstrate adaptive learning, and market-driven
incremental innovation. Firms in the last group are more likely to demonstrate manager-
driven incremental innovation, and learning is typical of imitative behaviour best learned
in environments that support modelling and conditioning learning. They undertook
subsequent research (Baker & Sinkula, 2005, 2007) to test their framework and
reaffirmed the positive role high market orientation plays in developing incremental and

radical innovation. From the above, it can be proposed that in a high-tech services
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environment, high levels of market and learning orientation will require higher levels of

investment in technical and general skills training (Proposition 8).

In Australia studying the impact of various new management practices on training, Smith
et al. (2004) measured the impact of learning orientation amongst five other management
practices. Using learning orientation measures employed by Sinkula et al. (1997), Smith
et al. found learning orientation to be highly correlated with a number of training factors,
such as increased training expenditure, proportionately greater attention to the training of
managers, increased focus on development of behavioural skills, greater use of coaching
and mentoring, and increased decentralisation of responsibility for training to line

managers.

In recent years, this framework has attracted a lot of interest and has attempted to link an
organisation’s learning and market orientation to a range of organisational performance
outcomes, such as increased market share, customer satisfaction, innovation, new product
success, profitability, efficiency, and a better return on its marketing communications
programme (Baker & Sinkula, 1999a, b; 2002, 2005, 2007; Cano et al., 2004; Narver et
al., 2004; Stewart & Mavondo, 2005).

Cano et al. (2004) undertook a meta-analysis of the relationship between market
orientation and business performance from five continents. Cano et al. tested the
relationship between a range of contextual and moderating factors, such as national
culture, profit versus non-profit firms, and services versus manufacturing firms. They
found a strong relationship between market orientation and business performance in
service and not-for-profit firms. Such a relationship is understandable as service firms
have a closer interaction with their customers or clients relative to manufacturing and for-
profit firms, which typically operate in a product environment and rely on other
marketing and resource maximisation strategies for increasing their business
performance. There was no significant difference noted between individualistic and
collectivist cultures, suggesting that the relationship is not culture-specific. The above
findings are relevant to this study because the study covers both aspects of industry type
in India’s IT sector: IT software services and business process outsourcing project firms
(services) and firms in software product development, and those offering customised
products for ITeS/BPO (such an environment can be seen as a proxy to the product

(manufacturing) paradigm).
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Despite the above claims, there is limited understanding of how MO and LO capabilities
can be developed. Even though customer satisfaction is one of the main focus areas of
TQM and marketing, there is a paucity of empirical research that considers the role TQM
plays in enhancing MO capabilities (Day, 1994). Day (1994) makes a strong case for
utilising the tools available under the umbrella of TQM for implementing strong MO
change programmes. Similarly, although both LO and TQM focus on challenging the
status quo through open-mindedness and continuous improvement respectively, there are
limited attempts to explore the relationships between the two concepts. Further, as quality
management strategy can serve both differentiation and cost leadership strategies,
understanding its impact is critical to the concept of MO and the market-based

organisational learning framework.

Summary of the Review, Resultant Gaps, and the Study’s Research

Questions

This chapter first provided a review of the theoretical bases of HRD in general and
various training demand models in particular. To this end, the review considered a
number of theories that advance our understanding of why firms invest in training. The
skill drivers noted in major research studies and theories are summarised in Table 4a. In
essence, HRD’s performance and learning paradigms are evident in the preceding review
of literature. In meeting the above outcomes of training, a number of organisational,
individual, external and regulatory factors have emerged from the literature. A list of the

key training factors is provided in Table 4a.

From the review, the main rationales for investing in training (and their respective
theoretical orientations) included:

e enhancing individual and organisational performance/productivity (human capital
theory)

e improving an organisation’s ability to cope and implement technological changes
and managerial innovations for improving organisational productivity (neo-human
capital theories)

e managing career aspirations and gaining employee commitment through

investment in training (HRM models)
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Table 4a.
Theoretical Foundations of Main Factors Influencing Investment in Training: Focus and

Level of Analysis
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Theoretical foundations | Main factors that influence Focus and level of analysis | Sectors studied Theorist(s)

[orientations investment in training

Human Capital Theory Firm’s productivity Supply side of skills: mvest | Mostly manufacturing (Becker, 1964; Mincer, 1974;
in individual level education | gector Strober, 1990)

and training

Neo-human capital
theories

1. Firm’s productivity

2. Technological change

3. Strategic HRM

4. Product changes

5. Process changes

6. Asymmetric information
about the employment market

Supply and demand side of
skills. Individual and
organisational level. Policy
influence. Comparative
advantage of educated
workers over less educated.
Technological change and
external labour market

Manufacturing and services
sectors

(Wozniak, 1984, 1987; Bartel &
Lichtenberg, 1987, OECD/CER],
1986; 1988; Acemoglou &
Pischke, 1999a, 1999b; Pettigrew
etal,, 1988; Sparrow &
Pettigrew, 1985; Hayton et al.,
1996; Smith & Hayton, 1999;
Smith, 1997; Smith & Dowling,
2001; Ridoutt et al.,, 2002; Dawe,
2003)

Game theory Macro-level focus on the role of | Individual, organisational Mostly manufacturing (Finegold, 1991, 1992)
institutional dynamics. and government
Studies using multiple 1.Business and competitive Industry, organisational, and | Manufacturing and service (Ashton & Sung, 2002; 2005;

theoretical orientations
(Human capital, neo-
human capital theories,
HRM, and HPWPs)

strategy

2. Organisational performance
3. Technological &
organisational change
4.Size

5. Industry sector

6. Quality

7. Trade unions

8. Regulatory changes

9. NMPs/HPWPs

10. Work organisation and
production systems

11. Product and service
specification

12. SHRM practices

individual level. regulatory
and external environmental
factors

sectors

2006; Green et al., 2003; Mason,
2004; 2005; Hayton et al.,1996;
Smith & Hayton, 1999; Smith,
1997; Piore & Sabel, 1984;
Ridoutt et al., 2002; Dawe 2003;
Smith et al., 2004; Betcherman et
al., 1997; Dostie &
Montmarquette, 2007)

e improving the quality of service delivery, client satisfaction and cost reduction

(various quality management approaches)

e developing a high-skills society by implementing HPWPs (HPWPs and HRM

theories)

e servicing an organisation’s business strategy through appropriate product and

services strategies (Strategy and HRM).




Also evident from the above review is the limited number of studies researching the
services sector, especially high technology services such as information technology
services. Further, the extant literature is scant on this aspect of training, especially within
the Indian context. Thus, this thesis will be looking at factors that influence a firm’s
decision to invest in training in the IT sector in the context of a developing country. The

first research question this thesis aims to explore addresses this gap in the literature.

Q1. What are the main factors that influence a firm’s decision to invest in training in
IT sector, within the Indian context?

Further, the field of HRD has considered research mainly from a firm’s internal
perspective. HRD literature highlights the need to study the much-neglected and often-
cited aspect of considering training decision making from an outward-looking
perspective, especially one that involves its clients/customers (Leimbach & Baldwin,
1997; Bing et al., 2003; Short, 2006). An organisation’s clients and customers are
particularly important given the distinct features of the IT-enabled services industry, such
as the high level of interdependence between the service provider and the client firm, and
the dynamic nature of the environment (Banerjee, 2004), which forms the basis for
answering the second research question of this thesis. To this end, the second question

aims to explore this gap in literature.

Q2. Do an organisation’s clients/customers have an impact on investment in

training? If so, why and how do they influence it?

Although the nature of studies undertaken in the quantitative tradition offer us some

insights into the relationships between factors, Smith (2000) argues for the need to
develop a deeper understanding of the relationships considering the complex nature of
organisational training decision-making. The complex and dynamic nature of
coordination between a client and service provider firm in a dynamic outsourcing
environment (Banerjee, 2004) in the context of a developing country such as India calls
for a better understanding of the interaction between various internal and external factors.

This need forms the basis of the third question this thesis is attempting to answer.

Q3. How do various factors—internal and external to the firm—interact with one

another in the provision of training in India’s IT sector?

Some of the major critiques of the extant training demand models focus on the limited

explanatory power these models have with regard to variation in levels of training.
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Similar sets of HPWPs yield differing levels of training outcomes for firms in the same
industry sector. A detailed understanding of contextual and cultural factors is critical to
further our understanding of why firms offer varying levels of training. Answering the
study’s above three questions would enable some insights to be drawn and interpretations
to be made about the variations in training. The last question of the thesis aims to address

this gap in the literature.

Q4. Why do some firms invest more than others even if they are in the same industry

sector?

Table 4b below presents a summary of the study’s key propositions and how these relate

to the above research questions.

Table 4b.
Study’s Propositions and its relationship to the research questions

Propositions Research
Question

Proposition 1: Firms will invest more in firm-specific training than general | 3 and 4
skills training.

Proposition 2: Firms will invest in general skills training due to | 1,3, and 4
asymmetrical market information about their new employees.

Proposition 3: The demand for highly skilled workers will decline with | 1, 2, 3, and 4
experience on a given technology.

Proposition 4: Where the focus of implementing new management practices | 3 and 4
is on increasing employee autonomy and discretion, firms are more likely to
invest in general and technical training. Where the focus of such practices
is on high employee control and low employee discretion, firms will invest
in technical training.

Proposition 5: Firms focusing on a cost leadership strategy will invest less | 1, 3, and 4
in training and quality management systems.

Proposition 6: Firms servicing slightly and highly differentiated service | 1, 2, 3, and 4
markets will invest more in training and quality management systems than
firms servicing mass service markets.

Proposition 7: The strength of an organisation’s quality management | 1, 3, and 4
systems helps in shaping the nature and extent of training provision.

Proposition 8: In high-tech services environment, high levels of market and | 2 and 3
learning orientation will require higher levels of investment in technical
and general skills training.
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CONCLUSION

This chapter has provided a detailed literature review and critique of the dominant
theories, frameworks, and studies that explicate a firm’s decision to invest in training. The
studies included both the supply of, and demand for, skills and training in organisations.
Following a detailed review, the gaps in the literature were identified and the unresolved
issues in the literature formed the basis of this study’s research questions. Finally, this
chapter provided theoretical perspectives, which inform and guide the research design,

data collection, analysis, and help situate the findings in relevant literature and theories.
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CHAPTER 4

METHODOLOGY

Introduction
The purpose of this chapter is to explain the methodological approach followed in this
research, and to show how the methodology adopted fits in with the research questions
that form the basis of this study. The nature of this research is exploratory and descriptive,
and it aims to extend the ongoing theory-building attempts over the last two decades
regarding the factors that influence a firm’s decision to invest in training. The details of

such factors and extant theoretical perspectives were provided in Chapter 3.

This thesis employs a multiple case-study design strategy and analyses primarily
qualitative data from the case study organisations to seek a better understanding of the
factors that influence a firm’s decision to invest in training in the context of India’s IT
sector. In line with the unresolved issues in the literature and the study’s ensuing research
questions, this thesis also considers the role of an organisation’s clients in shaping the
nature and extent of training provision. It also aims to explain the variation in training
resulting from the complex interaction between various factors. Given that a related focus
of research is to extend the theory-building attempts and to develop a better understanding
of key factors that influence training, Eisenhardt’s (1989) suggestion of adopting an

inductive approach is appropriate.

The first section of this chapter explains the rationale for the qualitative approach and an
explanation of the methodological appropriateness and congruence in the study’s
research design (Morse & Richards, 2007). The second section provides the rationale for
adopting a case study research method (Eisenhardt, 1989; Yin, 2003). This thesis adopts a
qualitative case study approach to understanding the complexities in organisation decision
making with regard to training. Details about the rationale and the steps outlined in the

method are provided. These include:

e the design of the multi-case study research
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e the conduct of the research, including data collection techniques, such as semi-
structured interviews, organisational records, documents, and non-participant
observation

o the analytical strategies and techniques employed

e reporting of case findings.

Rationale for a Qualitative Case Study Research Design

An under-developed state of theory in the phenomenon of interest, a relatively new
industry, a developing country context, and the complex and broad nature of
organisational decision-making makes qualitative methodology an appropriate approach
(Creswell, 2007; Lincoln & Guba, 2000; Patton, 2002). Further reasons for using
qualitative methodology include: to develop a better understanding of the problem in its
contextual environment; to overcome the difficulties of inappropriate measures employed
by quantitative studies (because they sometimes do not fit the problem at hand); to
maintain openness to new categories of data emerging during the analysis; and to allow

for flexibility in data collection.

Morse and Richards (2007) argue for methodological purposiveness and congruence.
They suggest that a study’s research questions should lead the researcher towards
methods of collecting data and towards employing certain analytical strategies. What the
researcher asks, where the data is collected from, and how the data is analysed and
conclusions are drawn should all fit together. Purposiveness arises from the nature of the
research questions and the type of data to be collected. Congruence is about the fit
between: the research problem and the research questions; the research questions and the

method; and the chosen method and the data handling and analysis techniques employed.

In applying the above view of methodological purposiveness to this study, it is evident
from the preceding chapter that the state of theory in the area of enterprise training is
relatively underdeveloped. Despite numerous theory-building attempts, research suggests
that there is significant variation in an organisation’s decision making about training
(Ashton & Sung, 2006; Lloyd & Payne, 2004, 2005). The current theoretical perspectives,
although useful, are found lacking in explaining the variance in training provision. Thus,
a better understanding of an organisation’s unique and varied cultural context is needed. It

can be achieved by researching the phenomenon in its natural environment. Moreover, the
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measures employed by most training demand models have been taken from developed

countries and applied to firms operating in a manufacturing sector.

On undertaking initial discussions with 30 human resource (HR) and training managers of
IT organisations in India, to explore the usability of measures of training and a range of
factors from the extant literature, the researcher found these measures to be inappropriate
for India’s cultural, and the sector’s unique contextual, environment. The discussions
further suggested that the data to be collected cannot be provided by a single informant. It
requires elicitation of information from multiple informants. Further, the terminologies of
certain concepts from the extant literature were not well-understood by the HR and

training managers.

The impact of clients’ needs on an organisation’s decision to invest in training, a much-
cited and often-neglected area in the HRD literature, can be better understood by studying
organisations in their real-life context, because the sector is relatively new and literature
on this aspect is not well developed. A qualitative approach generates data that is unique
to a site and provides a contextual understanding of the complexity of training decision-
making. Understanding different contexts and the interdependence between the
organisation and the client firms—which is typical of this sector—is crucial to our

understanding of an organisation’s training decision making processes.

In terms of methodological congruence—the fit between the research problem, the
study’s questions and the method employed—data collected and analysis techniques used
are explicated in the following section. In applying the above approach to this thesis, the
researcher adopts a critical view of the extant training demand models and theoretical
perspectives covered in Chapter 3, and considers that they offer only an approximate
understanding of the phenomenon. Information obtained through studying the
organisations in their real-life and contextual surroundings is believed to offer a better
understanding of the phenomenon. In a similar vein, Flyvberg (2006) emphasises on the
need to undertake rich and descriptive context-dependent case study research for

advancing the state of theory-building in emerging areas of research.

Given the above rationale, the study’s research questions and the theory-building
approach adopted here, a qualitative case study design is considered an appropriate

research strategy (Eisenhardt, 1989; Yin, 2003). The following section explains the
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rationale for this approach, outlines the key steps followed in generation of new
understanding, and demonstrates methodological congruence as applied to the study’s

research design.

Rationale for Case Study Research

In the last two decades, case studies have found application in a range of applied
disciplines, such as information systems (Benbasat et al., 1987; Lee, 1989; Dube & Pare;
2003), human resource management (Dyer, 1984; Edwards, 1995), and HRD (Ashton &
Sung, 2006; Dooley, 2002; Smith & Dowling, 2001; Smith, 2000). Although the terms
case study, case study research and theory-building using case study research have been
acknowledged as representing established and legitimate research strategies (Dooley,
2002), there appears to be some confusion over the use of the three terms. They should
not be used interchangeably. Dooley (2002) suggests a “case itself is an account of an
activity, event, or problem. The case usually describes a series of events that reflect the
activity or problem as it happened” (p. 337). Yin (2003) defines a case study as “an
empirical inquiry that investigates a contemporary phenomenon within its real-life
context, especially when the boundaries between the phenomenon and context are not

clearly evident” (p. 13) and specifies the nature of research questions posed.

If the research focuses on the how and why questions—where the researcher has no
control over the behavioural events—and the study focuses on contemporary events, case
study research is an appropriate research strategy (Yin, 2003). Further, the what questions
form a legitimate rationale for exploratory case studies. This study fulfils all the above
established criteria for undertaking case study research. Moreover, as Smith (2000)
suggests, the under-developed theory in the area of enterprise training renders exploratory
case study research an appropriate research strategy. In addition, organisational-level and
rich contextual data collected through case studies is useful in informing the theory
building in a given field (Yin, 2003; Miles & Huberman, 1984; Eisenhardt, 1989). Case
studies then focus on understanding a limited number of events or situations and the

nature of relationships between them in a unique contextual setting.

Although Yin (2003) and Eisenhardt (1989) outline distinct steps in case study research
and in using case studies in theory building, Dooley (2002) argues, “There appears to be

no clarity on the role case study research plays within the process of theory building” (p.
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346). A general method of theory building involves five key phases (see Figure 10 for

details): conceptual development, operationalisation, confirmation or disconfirmation,

application, and continuous refinement and development.

Figure 10: Specific roles of case study research in the context of general method of theory

building.
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operatlonallzed theory (single or multdple cases), Role 3 application for the purpose of creating or
advancing conceptualizing and operationallang of a theory (single or muldple cases), and Role 4
contnuous reflnement and development of a fully developed theory (single or multple cases).

(Dooley, 2002, p. 352)

In the context of case study research, Dooley (2002) suggests two key roles that case

study research plays in the process of theory building because in itself, case study

research is not a theory-building method. The two main roles are:
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a “specific role” in following the steps in a general method of theory building in
applied disciplines (Lynham, 2002); this role requires fulfilling four sub-roles as
outlined by Lynham’s general method of theory building (see Figure 10 above).

an “overarching role” bringing together multi-paradigm research and methods
involved in different phases of a general method of theory building to shape what
Eisenhardt (1989) refers to as a creative theory.



To summarise, in the context of the above theory-building approach and the key stages in
case study research, the design and conduct stage of case study research corresponds to
the first two phases (conceptual development and operationalisation) of theory building.
The confirmation or disconfirmation phase corresponds partially to the conduct stage of
case study research, and more closely to the analysis and reporting phase of theory
building. The application phase corresponds more closely to the reporting stage of case
study research. The continuous refinement and development phase of theory building

corresponds most closely to the last two stages of case study research.

With the rationale for case study research and the role it plays in theory-building outlined,
the following section provides details of its description and application. Instead of
detailing individual contributors’ key methodological steps, an integrated approach is

adopted here that considers the overlaps and commonalities.

Description and Application of the Methodology

The four distinct stages of design, conduct, analysis, and reporting of cases are based on
the work of Yin (2003), Eisenhardt (1989) and Miles and Huberman (1994) on case study

research. These stages are explained in detail in the following sub-sections:

Design of the Case Study

Yin (2003) and Eisenhardt (1989) proposed the following points as critical in designing
case studies:

e the study’s research questions

e the study’s propositions and any a priori specification of constructs

e definition of the unit of analysis, selection, and the number of cases

e development of case study protocol

o the logic linking the data to the study’s propositions and criteria for interpreting

the study’s findings

Research Questions

The above points are explained as follows. As pointed out in Chapter 3, the study’s main

research questions are:
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Q1. What are the main factors that influence a firm’s decision to invest in

training in IT sector, within the Indian context?

Q2. Do an organisation’s clients/customers have an impact on investment in

training? If so, why, and how do they influence it?

Q3. How do various factors — internal and external to the firm — interact with one

another in the provision of training in India’s I'T sector?

Q4. Why do some firms invest more than others, even if they are in the same

industry sector?

Study’s Propositions and A Priori Specification of Constructs

Based on the review of theoretical perspectives covered in Chapter 3, the study will
cover the main factors identified in the literature as significant in training decision
making. It will also consider factors not previously explored, for example, the influence
of an organisation’s clients or customers on the provision of training. The conceptual
development and operationalisation phase of theory building was covered in Chapter 3.
Study of the organisations in their real-life context will enable the development of a better
understanding of the complex nature of interactions between various factors, both how
and why they interact with each other in shaping the nature and extent of training. Such
knowledge will deepen our understanding of why there is variation in the nature and

extent of training provided between, and even within, organisations.

Although the main propositions of different theoretical perspectives outlined in Chapter 3
will be confirmed or disproved, the approach adopted here is an open and inclusive one,
wherein, in addition to the key factors noted in Chapter 3, an examination of any new
factors not previously identified will also be considered (Denzin & Lincoln, 2005). Case
study researchers emphasise that having a priori constructs and theoretical underpinning
helps in shaping the focus of a study and enhancing the construct validity (Yin, 2003;
Eisenhardt, 1989; Miles & Huberman, 1994). However, the open nature of data collection
and analysis will help in reducing the most common criticism: imposing a framework for
interpreting the data. Further, participants’ understanding of the key factors and their

significance may allow for different understandings of the same phenomenon.
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Informed by the review of the literature and the contributing, useful, and novel theories

(See Chapter 3), the following propositions are advanced:

Proposition 1: Firms will invest more in firm-specific training than general skills

training.

Proposition 2: Firms will invest in general skills training due to asymmetrical market

information about their new employees.

Proposition 3: The demand for highly skilled workers will decline with experience on a

given technology.

Proposition 4: Where the focus of implementing new management practices is on
increasing employee autonomy and discretion, firms are more likely to invest in general
and technical training. Where the focus of such practices is on high employee control and

low employee discretion, firms will invest in technical training.

Proposition 5: Firms focusing on a cost leadership strategy will invest less in training

and quality management systems.

Proposition 6: Firms servicing slightly and highly differentiated service markets will
invest more in training and quality management systems than firms servicing mass

service markets.

Proposition 7: The strength of an organisation’s quality management systems helps in
shaping the nature and extent of training provision.

Proposition 8: In high-tech services environment, high levels of market and learning
orientation will require higher levels of investment in technical and general skills

training.

Case Definition, Unit of Analysis and Selection

Defining the case and the unit of analysis is an important step in the design of case study
research. Stake (1995), for example, defines a case as an “integrated system” that is
temporally and contextually bounded. Miles and Huberman (1994) view the case as the

unit of analysis; they also admit that sub-cases can be embedded in the main case or unit
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of analysis. Following Yin’s (2003) guidelines, a single case can have more than one unit
of analysis. Depending on the focus of the research and problem at hand, the design may
include multiple cases and holistic or embedded units of analysis. A clear definition of the

unit of analysis helps in specifying the boundaries of a theory and its limitations.

Given the multi-case embedded design followed in this research, the case is defined here
as understanding the factors that influence training investment in the IT sector’s services
firms in India. The case excludes IT hardware-manufacturing firms. As noted in Chapter
2, the IT sector comprises three broad divisions: IT hardware manufacturing, ITeS/BPO,
and ITSS. Given that the focus is on services, only organisations from the latter two sub-
sectors are selected in the sample. Within each case organisation selected, a minimum of
two sub-business units or service lines are selected as units of analysis to understand how

training decision making is influenced by a range of organisational and contextual factors.

A common criticism of single-site case study research is the lack of generalisation or
transferability of findings from one case to another (Pare, 2004). In case studies,
generalisation is not applied to the population using statistical sampling logic. Instead,
generalisation is applied to a theory or a set of theories. Sampling multiple cases allows
for external validity of the findings, but the extent to which one wants certainty is a
question that the researcher has to decide (Yin, 2003). Yin (2003) suggests that cases
should be chosen with a replication logic similar to that is followed in multiple

experiments. Yin (2003) describes it in this way:

For example, upon uncovering a significant finding from a single experiment, the immediate
research goal would be to replicate this finding by conducting a second, third, and even more
experiments. Some of the replications might have attempted to duplicate the exact conditions of
the original experiment. Other replications might have altered one or two experimental
conditions considered relevant to the original finding, to see whether the finding could still be
duplicated. Only with such replications would the original finding be considered robust and

worthy of continued investigation or interpretation. (p. 47)

Following Yin, a multi-case site selection should aim at either a literal replication (one
that predicts similar results) or a theoretical replication (one that predicts rival results but
for understandable and predicted reasons). Given the two broad sub-sectors (ITeS/BPO
and ITSS) and their business models (services environments and product environments)
operating in India’s IT sector, the present case study aims for theoretical replication

across, and literal replication within, these two groupings. Yin (2003) suggests that a
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literal replication can be claimed if a phenomenon is found to exist in two or three cases.
Similarly, four to six cases might be selected for two rival theoretical replications. The
replications claimed can be informed by a theoretical framework, but need not necessarily
be so. Such an approach allows for new theoretical categories to emerge from the data

collected and analysed.

In the present study, a maximum variation purposive sampling approach is followed in
the selection of cases (Eisenhardt, 1989; Miles & Huberman, 1994; Yin, 2003). This
approach allows for extending any existing theoretical categories and claiming
replications in diverse conditions. Such a sampling strategy allows for robust theory-
building. Finally, such a sampling approach is important considering the firm level
differences in performance and the uneven profile of firms that exist in India’s IT sector

(Ethiraj et al., 2005; Heeks, 1998).

Case selection utilised the following criteria to observe the phenomenon in a diverse set
of circumstances. The criteria were developed using extant literature on enterprise
training (Boxall, 2003; Smith & Dowling, 2001; Ashton & Sung, 2005) and literature that
considers the unique nature of India’s IT industry (Banerjee, 2004; 2006; Heeks, 1998;
Ethiraj et al., 2005):

e Enterprise size: (expressed in terms of employee headcount) small (less than 150),
medium (151-1000), large (1001-3000) and very large organisations (more than
3000)

e Ownership: MNC, Indian, and MNC joint venture

e Business model: wholly owned captive centre of a MNC, third-party service
provider, a mix or a variant of the above two categories

e Nature of services: product environment or project environment

e Nature of product-market strategy: mass production (with low value and
complexity service), slightly differentiated services (with medium to high billing
rates and service complexity), and highly differentiated and specialised services

(with high value and service complexity).

It was ensured that in selecting the above cases, the chosen criteria were satisfied to allow
for an understanding of the above phenomenon in diverse cases, within a single industry

sector. The advantage of selecting cases from one industry over selecting multiple
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industry sectors reduces extraneous deviation. The findings can thus be much more
focused and in the context of a sector’s unique environment. There is likely to be
minimum variation on account of internal and external labour market dynamics, because
the sample does not cover diverse industry sectors, for example, pharmaceutical and steel
manufacturing. Likewise, the global nature of India’s IT sector does not have the
regulatory trade barriers that are evident in some other service sectors, such as
telecommunications and power. The above approach does not suggest that there are no
within-sector and firm-level differences in performance and strategy; instead, it allows for
a logical basis for comparison. Thus, selection of organisations from a single industry
sector helps in better cross-case comparisons and helps to improve construct and external

validity.

From an initial list of 19 organisations, using NASSCOM’s directory of ITeS/BPO and
ITSS organisations in India, 12 organisations agreed to participate, but a final list of 10
organisations was selected. This selection was based on the extent to which organisations
were willing to grant access for the study and the extent to which the selection criteria
were satisfied. Before seeking consent from respective organisations, the University’s
Human Ethics Committee’s approval was sought for the entire project. An information
sheet about the project (Appendix 1) and consent form (Appendix 2) were sent to the
targeted organisations. Their consent was obtained in writing before data collection at
various sites in India was begun. Figure 11 provides a brief description and illustration of

the theoretical criteria for the ten cases selected.

Development of case study protocol

Yin (2003) emphasises the need to develop a case study protocol and database as it helps
in the reliability of the study and allows others to follow the documented procedures,
decisions and rules. The protocol contains more than just the interview schedule. It
contains an overview of the project, field procedures (key contacts, access to site details,
information sources), the interview schedules or guides, and a guide for developing the
case study report. Details of the case study protocol can be found in Appendix 3. In
Appendix 3, the project overview has been reduced to avoid repetition of information.
Full details of the field procedures and interview instruments are provided in the protocol.
A separate database was created for each case organisation (to enable focused within-case
analysis). A database was also created for cross-case analysis. The database included field

notes, transcripts, coding manual, protocol, organisational documents, news clippings,
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operational data, quality management performance data, and tables, matrices, displays

and figures for analysis.

Purposive sampling from India’s IT Sector

/ RN

ITeS/BPO-V ITSS-V ITHM — X
(Services for voice and (Software services and software (Not included
non-voice processes) product development) in the study)
v A
4 organisations 6 organisations
v v

Case organisations’ selection criteria (enterprise size, ownership, business
model, strategy, nature of services: [TeS/BPO and ITSS: product or services)

l

Org. A: Very large,
MNC, dual business
model- captive and
third party, diversified
voice and non-voice
business processes.
Org. B: Medium-
large, Indian, third-
party business model,
voice and non-voice

A 4
Org. E: Very Large, MNC,
captive business model, product
and services.

Org. F: Very large, Indian,
software services and product
development, third-party business
model.

Org. G: Large, MNC, product
design and development, captive
business model.

processes. Org. H: Medium, Indian, third-
Org. C: Medium, party business model, software
third-party business services.

model, UK joint-
venture, voice and
non-voice processes.
Org. D: Small, Indian,
non-voice processes,
third-party contracts.

Org. I: Small, MNC, captive
business model, software product
development.

Org. J: Small, MNC, captive and
third-party, software services

Figure 11. List and criteria for selection of multiple cases.

Case study protocol and semi-structured interview questions. Based on the review of
literature, theoretical propositions were developed and linked to the study’s research
questions (see Table 4b in Chapter 3). To fully explore the propositions and answer the
study’s questions, semi-structured questions were developed in the case study protocol
(see Appendix—3). The questions were developed primarily, from a priori concepts and,
from the gaps identified in the literature (see Chapter 3). Following careful content
analysis and review of literature, the main elements of each concept/theory was noted and
semi-structured questions were developed for each sub-construct or aspects that were

critical in answering the study’s research questions and propositions.
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For example, following Kohli et al.(1993) and Narver and Slater’s (1995)
conceptualisations, the concept of market orientation, which has the following key
behavioural elements: information sensing and dissemination from an organisation’s
current and potential clients and competitors and, inter-functional coordination for
framing an appropriate organisational action or response, were used in eliciting
information about this key strategic marketing concept. The protocol developed semi-
structured questions for understanding the extent to which a firm’s market orientation is
developed and how it impacts training provision at various stages of service delivery (see

Appendix—3, pages 344-345).

Similarly, based on the TQM content analysis from the extant literature (Dean & Snell,
1991; Prajogo & McDermott, 2006; Reed et al., 1996, 2001; Sitkin et al., 1994), among
other questions, the semi-structured questions probed the impact of key quality
management themes such as customer satisfaction, continuous improvement, systemic
view of an organisation, team working, information sharing and communication on
training and other organisational processes (see Appendix—3, pages 342 and 345). The
extent to which these themes were probed also depended on nature of the respondents and

their position in the organisation.

Logic linking data to propositions and interpreting findings

Following Yin (2003), pattern-matching and explanation building analytic strategies were
applied to different data from within- and cross-case analysis to the study’s theoretical
propositions. Further details are provided in the upcoming section on Analysis of Case
Studies.

Conduct of Case Study

The conduct of the case study requires the researcher to decide how to collect the data and
from which sources. Yin (2003) outlines six main sources of evidence: documentation,
archival records, interviews, direct observations, participant observations and physical
artefacts. Data collection for this research relied primarily on semi-structured interviews.
Where access was allowed, documents in the form of organisational policies, training
plans, performance appraisal systems, recruitment and selection data, and other publicly

available information (news clippings and official websites) were also collected. Non-
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participant observation was also undertaken, but to a limited extent. Such an approach

enhance the construct validity.

Even before the actual field work started, secondary data about each organisation was
collected through the organisations’ websites and published news clippings in the local
dailies, business, and technology magazines. Examples of such resources include: The
Economic Times, Times of India, India Today, Business Today, Dataquest, and
NASSCOM publications. Some prior background information helped in understanding
the key focus areas of each business and in developing a preliminary, albeit a “media”
profile of each organisation. The “public relations” or “media briefs” nature of this
information was kept in mind in order to avoid forming any firm and “glossy” views
about the nature of each organisation and to remain objective for the data collection and

analysis that was to follow.

Non-participant observation cannot be avoided while researching in real-life
environments. Observation offers an opportunity to observe daily routines of employees
in their real life. It helps in developing a contextual understanding of employees’ work
and, the organisational culture, and gives some sense of what’s going on. Key points from
observation were summarised at the end of each day’s field work. The nature and extent
of organisational documents and observation data varied owing to the varying levels of

access provided by each organisation.

The use of an interview schedule helped in cross-checking the data from different
informants. The semi-structured nature of the questions allowed for flexibility in data
collection, especially if any new information emerged in the course of the interview that
needed further exploration. While the interview schedule ensured consistency across
multiple informants and case sites, a semi-structured approach enabled the collection of
organisation-specific contextual information. Such an approach is useful as every

organisation differs in its strategy and approach to work organisation.

Although the interview schedule provides structure and consistency for collecting data, a
common consideration is to decide who to interview and how many interviews to
conduct. Extant research in the area of enterprise training mostly followed a cross-
sectional design eliciting information from HR and/or industrial relations managers,

CEOs, operational or functional heads, union delegates, employees, and their immediate
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supervisors (Smith & Dowling, 2001; Smith & Hayton, 1999; Ashton & Sung, 2006;
Dawe, 2003). These studies used a sampling strategy that allows for triangulation of data
to obtain diversity of views about the same phenomenon. In this study, a purposive
maximum variation sampling strategy was applied to obtain data from the following

informants:

e CEOs or country heads

e HR managers

e training managers

e project or process managers

e project or process employees

e business development managers

e quality managers.

To help obtain consent for participation, details of data sources (informants, documents,
observation) were provided via email communication to case study organisations. During
the course of seeking consent, it became apparent that some of the information sought
could be provided by designated business development and quality managers. Therefore,
they were specifically added as informants to this study to get an understanding of how
information is collected and disseminated from client sites to the service providers and to
ascertain the specific role quality management plays at the different levels of its

operation.

All organisations were visited during the December 2005 and January 2006 period.
Depending on the level of access provided, the number and nature of informants varied in
each organisation. The precise number of informants interviewed are provided in the case
study protocol (Appendix 3). In some organisations, one individual performed more than
one role. For example, in some cases, the CEO or country head was also the business
development manager. Likewise, some project/process managers were also responsible
for the implementation of quality management approaches in the organisation. This was
typically the case in small and medium organisations or start-ups, where resources were

limited.
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Given the multi-case, embedded case study design, the focus of interview questions
varied slightly at organisational and project/process levels. Broadly, the interviews’ focus

can be classified as follows:

Organisational level

e background, ownership and history

e strategy

e work organisation and workforce composition
e workplace change

¢ role of quality management approaches

e HR and training strategy

e market orientation and learning orientation

e nature and extent of training provision

Project or process level

e specific work organisation

e specific HRM practices

e process or project work flow

e temporal dimension of training in a process/project life cycle
e specific training and development practices

e role of quality in training and service delivery

e process or project transition from client to service provider.

In only three of the ten case study organisations were some informants uncomfortable
with recording the interviews. In such cases, the researcher made written notes of each of
the interview questions. On average, the interviews ranged from 60 to 120 minutes. All
the interviews were conducted in English and transcribed verbatim (where necessary,
with grammatical corrections). While the researcher did most of the transcription, some
transcription help was used. For reasons that follow, this help resulted in almost as much
work for the researcher. Firstly, the transcriptionist in New Zealand could not cope with
the strong and multiple, regional mother-tongue accents of the interviewees from different
parts of India. Secondly, Hinglish (a combination of English and Hindi words), although
sparingly used by some interviewees (where they needed to emphasise a point), created
problems for the transcriptionist. Use of Hinglish is very popular in India because the

focus is on being understood correctly rather than on using incorrect English.
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Consequently, where help was provided, all the transcripts were carefully checked by the
researcher for verbatim accuracy, and where Hinglish expressions were used in the

interviews, they were translated back to English.

Full confidentiality regarding the organisation and the informants’ names was assured
when consent was sought and was demonstrated in the case study drafts and the within-
case analysis. Each participating case study organisation was sent a copy of the case
study’s draft report for validation and accuracy. Each was asked to comment on the
technical accuracy of the data collected keeping in mind the state of affairs when the
researcher visited the organisation. Each was asked to comment on the relationships
between different factors (that influence provision of training) covered in the case study
report. In some cases, the organisation requested that factual errors be corrected before

release of the report.

Feedback and validation from the case organisation was often a time-consuming process.
Organisations took a lot of time before releasing the reports as some adopted the approach
of verification by all the informants in a study, some of whom had already left the
organisation. In some cases, the main contact person for the case study had left the
organisation, creating further delays, especially when the contact had left the country.
Here, the contact details of other informants were used to find someone equivalent in the
organisation to look at the case study drafts for accuracy, feedback and release. In two
cases (Organisation F & J), all the informants had left the organisation. In such cases, the
researcher contacted the registered office or emailed the report to their equivalent or
business contacts and requested feedback and release. The key contacts for a further two
organisations (Organisation B and H) did not respond. The respondents’ feedback form is
provided as Appendix 4. The case drafts sent to participating organisations and the ones
included here in the within-case analysis are different because the target audience is
different and the focus in the first draft was to get as much description, explanation and
analysis as possible approved and validated by the organisation for release. In some cases,
factual errors were pointed out and amendments were made to case study reports. In other
cases, where further clarification was sought from the organisation, teleconferences were
arranged. The nature and extent of interaction and clarification sought varied among the

organisations. The outcome was a shared understanding of the phenomenon.
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Analysis of Case Studies

The amount of data that is generated in multi-case, embedded case-study research, using
triangulation of data sources can be daunting. The aim is to develop a more coherent
understanding of the phenomenon under study (Kaplan & Maxwell, 1994). Based on the
work of Yin (2003), Eisenhardt (1989) and Miles and Huberman (1994), broadly, data
analysis undergoes three distinct phases: early steps in data analysis, within-case analysis,
and cross-case analysis. In each of the three phases of analysis, Miles and Huberman
suggest adopting a pre-structured case study format. The process of analysis is cyclical

and iterative, as shown in Figure 12.

Outline—> field notgs—=>coding—> display data—> themes = conclusions—> report

Figure 12. Typical data analysis sequence.
(Adapted from Miles & Huberman, 1994, p. 85)

At the start of analysis, the researcher heard all the audio tapes at the end of each day of
field work and made field notes based on the recordings. Additional field notes were
added based on the observations from the day’s proceedings. All transcripts were read at
least twice to allow for reflection on the field notes and observation summaries. The
interview transcripts were coded based on a priori concepts. However, given the open and
flexible nature of the coding scheme adopted in this study, additional codes emerging
from the data were inductively added for further exploration and analysis. Such an
approach allows for rival explanations to be accommodated in the analysis and helps in

refining or extending a priori concepts or identifying new codes.

Use of pattern codes helped in identification of themes and relationships emerging from
various a priori and new theoretical categories. Such codes were developed using
reflective notes and memos. Each theme and pattern was based on multiple observations
and was accompanied by an analytic text in all the case reports. In this study, field notes,
reflective remarks, organisational documents, and narratives were used in the

development of a case study database.
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The typical structure of a case study database is as follows:

o field notes, interview transcripts and observations

e organisational documents and their preliminary analysis

e other documents collected or summarised about the organisation, for example
information from their website and media clippings

e narratives and reflective comments written during analysis

e different types of coded data: descriptive, relationship and pattern codes.

Within-Case Analysis

Miles and Huberman point to two types of within-case analysis: describing and
exploring, and explaining and predicting. Common analytic strategies noted in within-
case analysis are: use of a dominant mode of analysis (Yin, 2003), use of visual displays
(Miles & Huberman, 1994), and review of case reports by participating organisations
(Miles & Huberman, 1994; Patton, 2002; Yin, 2003). Each of these strategies is explained

below.

Dominant mode of analysis. In case study research, Yin (2003) suggests the use of a
general analytic strategy using three possible analytic strategies:

e pattern matching

e explanation building

e time-series analysis.

Time-series analysis was not used in this study. In pattern-matching, an empirical pattern
is compared with the predictions of a priori concepts. The focus is on finding patterns of
factors that appear to influence training provision in IT organisations in India. Then the
focus shifts to identifying any additional or new factors that are typical of India’s
contextual environment and are not found in the extant literature as factors driving
training provision. Before any factor was included in the case reports and analysis, the
researcher looked for more than two sources of evidence by checking the transcripts,

observation notes and, where possible, organisational records.

Explanation building, while similar to the pattern-matching strategy, focuses on

developing explanations of how and why certain factors influence provision of training.
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This analytic strategy considers the interaction of various factors. Similar to pattern
matching, explanation building also requires a logical chain of evidence to be developed

for each explanation.

Use of visual displays. During within-case analysis of each case site, preliminary data
reduction and the use of data displays force the researcher to condense and display the
different categories of data present in each case. Displays are useful in analysing and
exploring similarities and differences between the categories of data analysed. Data
display preceded the verification and conclusion stage of data analysis. In within-case
and cross-case analyses, different types of matrices and displays (for example, sequential
displays, conceptually clustered matrices, and explanatory maps) were developed to

analyse the presence of certain relationships or a temporal sequence.

Review of case reports by informants. As noted earlier, all case study draft reports were
sent to the participating organisations to strengthen the credibility of the interpretations
and validity of findings. Review of case drafts by participating organisations helps in

dealing with the embedded and holistic aspects of the case analysis.

Cross-Case Analysis

Firstly, cross-case analysis identifies themes and patterns found across multiple sites.
Secondly, it offers a deeper understanding of the phenomenon across a range of cases.
Finally, it helps in identifying rival explanations to develop a robust conceptual
framework. Cross-case analysis involves study of within- and inter-group similarities and
differences. Again, the use of visual displays, explanatory networks, and the development
of matrices forces the researcher to look for similarities and differences, and, where
differences exist, to look for explanations of why they exist, thereby extending the

theoretical categories.

Writing Up of Case Study Reports

Yin (2003) suggests keeping in mind the target audience when reporting on case studies.
In the development of case study reports, the researcher was aware of two audiences: the
participating case study organisation and an academic audience. The audiences require
somewhat different formats, content and presentation styles. When the case draft was

submitted to the participating organisation, it was a detailed document containing three
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parts: a background paper (containing the study’s questions and an overview of
theoretical perspectives), a detailed case study draft report, and an instruction sheet for
evaluating the report and for providing feedback. The case reports presented in the thesis

are condensed versions keeping in mind the University’s word limit requirements.

Conclusion

This chapter provided the methodological basis for proceeding with a qualitative case
study design. It demonstrated the study’s methodological appropriateness and
congruence. The research protocol and database allows for the study’s reliability. The
use of a coding scheme, displays, and matrices to sort and analyse data, and a standard
case reporting format allows for comparison in cross-case analysis and demonstrates the
methodological rigour followed. The findings and propositions from this theory-building
effort can be further tested using well-established survey methodologies and following
Dubin’s (1978) hypothetico-deductive theory-building approaches. The following chapter

provides within-case analyses of ten case study organisations.
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CHAPTER 5

WITHIN CASE ANALYSIS

This chapter provides detailed within-case analysis of the ten case study organisations
selected in this study. For ease of analysis, comparison, and reference each case is
alphabetically identified according to its brief description in Figure 11 of Chapter 4 and is
numbered as ten sub-chapters 5.1, 5.2, to 5.10. As such, the within-case analysis is
organised according to the following headings:

e About the organisation

e Organisation structure and processes

e Business processes, strategy, and work organisation

e Nature and extent of training

e Analysis of factors influencing provision of training

e Specific impact of factors on nature and extent of training

e Discussion

e Conclusion
Using theoretical perspectives to guide the data collection and following the case study
protocol (see Appendix 3), the emerging themes were analysed and coded (see Table 5).
Additional coding categories were created for any new factors that emerged during the
data collection and analysis process (See Table 5). Some factors (unionisation and impact
of competition) that have been identified in the literature (and included in the protocol) as
having an impact on training provision were dropped from the final analysis for reasons
that follow. Unionisation was non-existent in the ten case organisations studied. The
impact of competition on training was not identified by respondents as a critical
consideration owing to high industry growth rates. Similarly, as there was limited
financial and time support for employees to pursue higher educational qualifications from
external educational institutions, learning support was not included in the final analysis.
Owing to definitional problems encountered during the research process, measure of
training volume (extent) was re-conceptualised to focus on the “time” allowed for training
(formal and informal). Further, large firms offered opportunities for higher education
through their internal “corporate university” programmes. Such investment was captured
in terms of “work time allowed” for study. Similarly, where training provided was

informal, respondents’ estimate of time was considered to compute the extent of training.

99



Table 5.

Key categories

Category codes

Origin

A priori (Theoretical

New and/or extended theoretical categories arrived

underpinnings) through iteration (with comments what is new and how?).
Workplace change (WC) \ (Various Neo-HCT | v (New types of change: vertical and domain based. Other
Structu ra_l and HPWP studies) changes include Platformisation — a technological change)
Ownership
Technological
Competitive strategy v (Boxall, 2003) Coexistence of different competitive strategies in a firm

Market orientation (MO)
information sensing
information dissemination
organisational response

v (Kohli et al., 1993;
Sinkula et al., 1997)

v (MO abilities can be geographically distributed. Sensing

versus dissemination and response or, other combinations)

Learning orientation (LO)
commitment to sharing
open-mindedness

shared organisational vision

\(Sinkula et al., 1997)

\ (New relationship with client specifications)

Client specifications (CS)

V(New factor: not previously identified in the literature)

Quality management
systems (QMS)

sharing information
continuous improvement
teamwork

v (Reed et al., 2000)

\/(New relationships with other factors; LO, MO and
strategic HRM practices)

Employee turnover (ET)

\/

\ (Positive, instead of a usual negative impact on training)

Enterprise size (Size)

 (Hayton et al., 1996;
Smith
1999; Ridoutt et al.,
2002)

&  Hayton,

(It is more service/business complexity than enterprise

size that impacts nature and extent of training)

Process/project complexity (COMPX)

V' (New factor: business and service complexity versus

high or low service specifications)

Ownership (OWN)

' (Hayton et al., 1996)

Temporal dimension (TD)

N (Bartel &

v (New factor: relationship and interaction with other

systems

career planning

recruitment skills level & operational
roles

casualisation

Lichtenberg, 1987) factors)
Geographical dimension (GD) \ (New factor)
Strategic HRM (SHRM) N (Various SHRM |V Nexus of HRM and training with operations
rewards & performance management .

models in Chapter 3) management

Extent of training (VOL)

\(Hayton et al., 1996)

Description from extant literature not fully applicable

Nature of training (DIV)
o formalisation
e  externalisation
o type
e transferability

V(Hayton et al., 1996;
Smith &  Hayton,
1999; Ridoutt et al.,

2002)

Some descriptors from extant literature not fully

applicable

The following ten sub-chapters provide description and within-case analysis of the ten

organisations.'

' Note: Findings from organisations A—D (ITeS/BPO firms) have been published in Malik (2009) and
presented at the 2008 Academy of Management Meeting (Malik & Nilakant, 2008).
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CHAPTER 5.1

ORGANISATION A

About Organisation A

Organisation A is a business processes and technology outsourcing services provider to a
number of industries around the globe. It has witnessed organic growth in its products
and the industry sectors to which it caters. Recently, it has expanded its operations from
India to seven other countries to keep pace with its skills needs and to improve its service
proposition to customers (see Figure 13). Currently it has 24 process delivery centres
world-wide and a pool of engineers who can converse in 28 different languages to deliver

the services it offers.

Organisation A initially started operations as a wholly owned offshore BPO for a large
and diversified US-based multinational organisation, but it was recently acquired by two
large players in the global BPO market. Drawing on its heritage of lean production, Six
Sigma (SS), and other quality methods, Organisation A follows quality management
systems (QMS) to exact process requirements from its clients and to deliver cost and
productivity gains to its customers (Organisation A Document, 2005). Its staff strength
grew from around 350 people in 1997 to over 26,000 globally at the time of the visit, with
over 20,000 in India in 2006. This rapid increase in employee base is also mirrored in its

revenues, products, and its portfolio of services.

The organisation’s services include sales and marketing analytics, supply chain and after-
market services, financial services, core operations and collections, finance and
accounting, information technology services, and enterprise application services and
program management. Within these services, it has a diverse range of products, which it
offers to range of industry sectors, such as banking and finance, insurance, retail,
manufacturing, transportation, automotive, pharmaceuticals, media and entertainment,

and professional services.

Given the research design and the time and resource constraints, it was not possible to
cover all its business lines. Therefore, the researcher selected its Insurance Services,
Finance & Accounts (F&A), and Content Solutions groups and met with their respective

HR and process training leaders and other respondents, namely, AVP—HR Shared

101



Services, a training black belt (a Six Sigma (SS) certification), and VP—Quality and Six
Sigma (SS). The Insurance service line provides business processes outsourcing for
insurance products, such as life, medical, home and content, industrial, and commercial
risks insurances. The Content Solutions service line delivers design and development
solutions for training projects for the organisation as well as its clients. Among other
services, F&A service line’s accounts receivables and payables, and reconciliation were

studied.

Value addition & complexity

Low Medium High

2004 Growth across verticals >
A

A
Software Solutions &
Analytics
Country 4
Content Solutions
Country 3
Finance & Accounting,
Insurance
Country 2
IT services & supply chain
India
2000 Customer service &
collections
>
25% Typical cost savings to customers 60%

Figure 13. Business growth across verticals.
Adapted from Organisation A’s documents available through the public domain

Organisation Structure and Processes

The organisation is structured around domains (service areas) and verticals (industry
sectors). There are different groups servicing a range of domains. The organisation has
five broad levels of hierarchy, wherein five is the entry level band for movement within
and between service groups. Based on the figures and information supplied by the
organisation, a typical Taylorist or Fordist work structure is prevalent, with the majority
of the employees (97%) in Bands 4 and 5. A very small executive and managerial team

heads these service groups.
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Business Processes, Strategy, and Work Organisation

Before it is explained how business processes and work is organised, it is important to
understand how the organisation secures business processes from its clients’ site. Since
its inception, Organisation A has transitioned over 1000 business processes for over 60
different businesses. Following its transition from a captive (wholly-owned) to a non-
captive (third party) service provider, it now receives business from several Fortune 500

customers.

Using a SS methodology, it follows a stepped approach to assess, migrate and deliver
operations from offshore locations (Document A, 2005). It follows a structured workflow

transition methodology and has elements of SS interwoven into it at all stages.

The Six-Sigma based work transition methodology to enable business process relocation is
based on a toll-gate based, phased approach, and addresses both aspects of process
migration—strategic and operational. Customer acceptance of significant milestones and
periodic feedback enable effective and efficient work transition of business processes.

(Organisation A Work Transition Document, 2005)

Its business development team is spread across the globe and identifies business
opportunities based on its market intelligence and research. Organisation A’s competitive
strategy typifies a blend of mass service transaction services to and highly differentiated
services (Boxall, 2003). It currently focuses on areas where it has strong service

capabilities.

At an operational level, its work transition methodology ensures steps such as
understanding clients’ existing processes, solution identification, work transition set up
and knowledge transfer, pilot operations, and service delivery. Each step is further broken
down for project definition and scoping and involves developing high-level process
flowcharts and collecting information based on business needs, and developing metrics
around them, especially the metrics that are critical to quality (CTQ) and, hence, the
performance of that process. These steps are followed by framing solutions, based on a

cost-benefit and risk mitigation analysis.
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After solutions for a project are framed, the work is transitioned to an offshore location in
India. This involves two stages: pre-transition and transition. In the pre-transition stage,
the transitioning team develops a thorough understanding of the adapted work processes
and the underlying technology and prepares detailed transition plans. Based on the
strengths and process expertise of the solutioning team, the transitioning team collects
detailed information necessary for knowledge transfer and, reviews the client’s existing
standard operating procedures for these processes, using its subject matter experts

(SMEs) and SS-certified Black Belts (BBs).

During transitioning at the client site, all the information is sent simultaneously to the
offshore location for working out detailed infrastructure and human resource plans.
Infrastructure specifications such as number of employees and their job specifications are
determined. Recruitment commences around the same time as pre-transitioning. The
training team prepares for its training responses for the new process. The second stage of
transition involves validating the process metrics by the clients, monitoring team
performance, and finalising of statements of work with the client. The third step involves
piloting the transitioned process, following which the process enters the delivery stage.
During this stage, using SS tools, the focus is to implement defect reduction plans and to
develop forums for auditing, analysing and sharing good practices within and across

domains.

Nature and Extent of Training

In terms of the extent of training provided, Organisation A invests in more than 1.5
million people-hours every year (on average, 12 days per annum or approximately 5% of
its payroll) through various training and development programmes. The nature of such
training  includes:  Education@Work  programmes, executive development,
communication skills, process training, domain training, SS-certification and numerous
other educational programmes offered by Organisation A University. In 2006, about
5,700 employees were enrolled in the Education@Work programme. The programme
offers employees MBA courses from reputed institutes in India, as well as from other
international institutions, for programmes such as PMP (Project Management
Professional) and CPA (Certified Public Accountant) to offer education for people to

learn and grow in certain areas.
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Training leaders representing every service group assist its central learning and
development team. In addition to this structure, each group has their team of process
trainers and training leaders. Sharing of training resources from various groups helps in
bringing together common issues and “good practices” from their respective areas, to
share them with others in the organisation. The above approach to learning suggests a
strong presence of informal and formal learning. For example, in the insurance practice,
there are over 15 trainers. The reason for such an elaborate training infrastructure is

explained as follows:

The trainers will be at the process level, as the training manager would not be able to look at
the details at every level. I will give you an example; say life insurance is one business line,
and within life insurance, there are many areas. Now if I look at life insurance’s overall
business, there could be so many sub-processes, and one training manager will not be able
to look after all the areas. So, what we do is we have a sub-process trainer between each of

these business areas:

[-----T-=-=-]-=-=-]-----1
P1 P2 P3 P4 PS5 (Sub-processes)

(Illustrated by Insurance Services Head)

Pre-hire New hire Process 10HEducation@work Leadership
training & orientation training Domain excellence programme development
Communication E-learning Coaching &
skills Speed mentoring
Ongoing 1-2 weeks 3-4 weeks to Programme Programme

up to 6 months dependent dependent

2006 TIMELINE

TRAINING: Key Focus Areas
HIRE LEARN PERFORM DEVELOP RETAIN LEAD

Figure 14. Temporal dimension of training: Changing emphases.

The organisation’s emphasis on, and expectations from its training function change on an
annual basis, and are part of its strategic reviews and planning process. This strategic
approach to training was noted in organisational documents and observed during the case
study visit. Figure 14 sets out these expectations. In the insurance service line, such
training focuses on basic knowledge of insurance terms: premium, risk, agent, annuity,
and claims. Trainees then undergo process-specific compliance and regulatory modules.

Given the highly confidential nature of transactions, agents are required to learn and
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comply with specific laws from different countries or even state-level legislation that

governs the nature of such transactions.

After the above modules are completed, employees then undergo process-specific
training, which varies from process to process. As noted in the previous quote, the work
is categorised into sub-processes. For example, in the Insurance service line, there are P1,
P2, P3 and P4 processes. There are important distinctions to note here as the work
organisation and classification is on the basis of process complexity. Simple processes,
for example P1, would require a shorter training session compared with a highly complex
process like P4, which requires significant training time and effort. Given the continuum
of process complexity, training time varies from 3—4 weeks to up to 6 months. A typical
P4 process in the insurance service line would involve training a medical doctor to read
through the medical histories of insurance companies’ clients to produce medical
summaries and establish possible risks and linkages for insurance underwriting purposes.
Such medical histories can sometimes be 800 pages in length and require specialist skills,
professional judgement, and training. On the contrary, a typical insurance P1 process
would involve training an employee to do data entry based on an image, as seen in a

claim form. The employee enters certain types of data in pre-specified fields.

Analysis of Factors Influencing the Nature and Extent of Training

Workplace Change

In 2004, after Organisation A divested its majority share to two large multinational BPO
firms, it introduced numerous changes to its structure, business practices and the nature
and extent of training. Its old offshore process centre (OPC) business model, which
essentially involved money transfer from the parent multinational to the Indian delivery
centre, had to change. The resulting arrangement was a dual business model catering to

captive and third-party clients.

Understanding the clients’ needs in a third-party environment presented numerous
challenges, such as the need to change the verbiage that is used in a captive environment
to cater to the needs of a third-party environment, as one respondent explained. Senior
managers needed to learn how to pitch out to clients in a non-Organisation A (captive)

terminology.
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We have a typical acronym-centric language way of talking in a captive environment. It needs
to be changed. Telling the clients the difference between level 1 and 6 of Six Sigma is
important . . . . It’s like how not to talk Organisation A, when you are not in Organisation A
... CTQ? We keep harping on it. Critical to quality ... should be performance standards.
Training has a huge task to change the way we talk and operate. (Black Belt—Training)

For the short to medium term, the organisation had decided to operate in a limited
number of domains and industry sectors. The strategic position is reviewed keeping in
mind the third-party nature of business opportunities and its evolving sets of capabilities
to tap into new areas. The focus presently is to develop the existing services further by
tapping into the huge third-party BPO markets. For its captive business service lines, the
technology platforms and processes across different client (parent organisation’s)
locations were very similar across its parent’s business. However, in third-party contracts,
differences exist on aspects of technology infrastructures, terminologies, and software
applications. These differences have an impact on training. The culture at Organisation A
supported people who embraced change through continuous training and skills
development. In line with the above dual business model, Organisation A had to adapt its
HRM practices to the changing strategic direction and to modify its recruitment, rewards

and career progression practices to enable and support workplace change.

Strategic HRM Approach, Workforce Composition, and Skills Level

The presence of a strategic HRM approach was evident in its recruitment, career
development paths and performance management systems. Hiring is linked to the level of
skills needed for a process, which exists on a continuum of simple to complex processes.
Depending on the service line and the processes complexity, recruitment specifications
are determined. A high degree of process complexity related strongly to the need for
highly skilled and qualified employees. As a significant number of its hiring was for
voice processes, the organisation invested in, among other types of training, pre-hire
voice training. This helped tremendously in the screening and the selection of right

candidates. For complex non-voice processes, one of the respondents noted:

The software solutions group offers a lot of services in Oracle and related solutions so you
hire those people who come with these specific skills. They come trained. Typically you
would hire people who have these skills and definitely the training opportunities in these

areas are very different from a transaction processing business. (Black Belt—Training)
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Its HR services develop skills inventories for all its employees, with their proficiency
levels placed against each role-specific competency, and has well-identified learning
paths to allow individual development and career progression. The performance
management and rewards system is geared to support the above, thereby reflecting a mix
of technical and social work relations (Wilkinson, 1983, 2002). Its workforce
composition does not include significant use of non-standard employment. The majority
of employees are permanent full-time or part-time, with a very small number of
contractors and casual employees in operational and technical roles. Moreover, the
majority (97%) of its employees are employed in operations, which consumes the bulk of
the training—volume and diversity. Recruitment is based on the process complexity and
focuses on strategic and cultural reasons. To contain employee costs, it hires relatively
less skilled people for simpler roles. To address cultural needs, permanent roles have

mass appeal and ensure a steady flow of people.

Strategically, investments in its training infrastructure are recouped by recruiting people
with relatively lesser qualifications and using its existing training capability to train them
for various processes. This method helps in managing the recruitment, performance, and
service delivery costs. Each year, additional investments are made to further develop this
capability and depending on the extent to which it can develop and deliver new skills, its
ability to tap into a larger and relatively cheap and unexplored pool of less skilled
workers increases. Such an approach enables sustained costs advantages over its

competitors.

The above approach of providing upskilling opportunities to employees works well in a
country like India. First, it is hard for students to seek admission into premier educational
institutions owing to too much competition for too few seats. Second, the cost of quality
higher education is rising. From the organisation’s perspective, this approach helps in
recruitment and retention, managing cost structures, and developing a steady supply of

domain-specific skills and competencies.

Quality Management Systems (QMS)

Organisation A has a strong culture of Six Sigma (SS) and Lean Production embedded in

its operations. Its extensive quality management systems and resources reinforce the SS
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and Lean management philosophy. The two philosophies complement each other. One of

the respondents summarised:

When you have a solution to a problem you use lean, where you don’t have a solution to a
problem you are going for Six Sigma. There are times when you don’t have a solution to a
problem, so there you dig deep and do a Six Sigma. You look at various causes and see what

is addressable and what is not addressable. (Process Head—Insurance)

As noted earlier, its transitioning team has SS resources for developing metrics for
clients’ SLAs. The agreed metrics are then executed during the service delivery stage.
Quality management systems are used to implement process improvement projects
throughout the organisation through a team of about 200 SS-trained and certified Master
Black Belts (MBB) and Black Belts (BB). The organisation has about 2000 Green Belts
(GBs). Typically, these are SS-certified resources from operations. In addition, there are
Quality Leaders (QL) deployed across different service lines. The training needs of
dedicated SS resources are different from those of the rest of the organisation. In order to
lead improvement projects, SS resources need to be familiar with the specific SS tools
and methodologies. Apart from the normal SS training and certification, they are also
required to undertake leadership training. SS training is mandatory for all Band 4 and

above employees, whereas, Lean training is open to all but it is not mandatory.

Additionally, all managers have to be trained and certified as green belts within twelve
months of their joining. They follow a structured 2-week internal training programme for
SS, which draws on the internal expertise of SS resources and uses a formal internal
testing and evaluation site for its assessment and certification. After completing the first
week, trainees are expected to apply the concepts by working on SS projects in their

service lines and then coming back to complete the second week of training.

BBs are full-time resources of the quality department; they do not have anyone reporting
to them. BBs cannot bring about process improvements without having the buy-in of
people on the shopfloor. Thus, the SS role is seen as a leadership role and influencing
people is critical in an SS role. One of the respondents captured the importance and

essence of SS philosophy at Organisation A:

The entire career of a black belt or master black belt is going to be disastrous if he/she is not
able to influence people. You’ll see that the best people in the organisation are six sigma
people. . . . They are part of developing and deploying the tools, which is why we have a
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very special six sigma DNA in the organisation. You will find that even at the lowest levels
people are very well versed with the tools. I will be very surprised that if in a room of 30
people, even two people have not heard of fishbone. Yeah, it becomes part of our DNA.
Everybody uses it. . . . It is so much there inside us that it becomes a part of our DNA. That’s
it, six sigma is a DNA now. (Vice-President—SS & Quality)

This “Six Sigma DNA” is one of the key driving forces behind this metrics-driven
organisation; its cultural heritage is another. Employees note that metrics excite them.
Every process has internal and external metrics that form the basis of clients” SLAs. The
presence of a SS philosophy appears to be driving formalisation and evaluation of
training. A case in point is the content solutions service line, where metrics were
developed for measuring “quality of customer delight”. The presence of a strong “Six
Sigma DNA” also influences its market and learning orientation. One of the respondents

noted:

With the help of our Six Sigma team we are focusing on the quality of the solutions that we
churn out in the end and the quality of the solutions architecture that we are recommending at
the beginning. . . . Everything is metric driven; without that people won’t survive. (Process

Head—Content Solutions)

The quality team (SS resources) and process managers drive the collation of client
feedback, development of metrics for SLAs and delivery, and constant improvisations.
Each process has dashboards to capture, share, and monitor the metrics on that process.
Dashboards were observable during the visit. Dashboards are useful for future
benchmarking, since parameters and metrics change over a period of time, as clients
request to work on a new metric. Developing internal standards of performance using SS

methodologies enables transitioning and solutioning teams to propose what is do-able.

Learning Orientation

Organisation A demonstrates a very high commitment to learning. There are numerous
platforms and forums for sharing good practices and learning from other parts in the
organisation. These are organised at service, domain-specific and functional levels and
enable the development of a shared vision. The frequency of such forums varies. Some
meet weekly, others only quarterly. Examples of forums from functional areas include:
general forums, new technology and market intelligence forums, project and domain-

specific forums. In the learning group, learning leaders from various service lines meet

110



monthly to discuss learning and development issues from their work areas. Functional
and service-specific quick market intelligence (QMI) calls are made across various

locations to share good practices and delivery issues.

The organisation’s employees engage in double-loop learning, and frequently challenge
their work and clients’ assumptions. Challenging clients’ assumptions happens before,
during, and after process transition. First, when the solutioning team is designing
solutions for a client, it proposes solutions that differ from the clients’ existing standard
operating procedures, to streamline processes at delivery end and to reduce errors. The
ability to challenge clients’ assumptions is based on established internal benchmarks and
considers what is do-able using its SS expertise. The Process Head—Content Solutions
noted: “In the last year, we would have given close to about 245 ideas on process

improvements”.

Finally, the organisation has put in place several mechanisms for embedding a shared
vision across the organisation. Given its size, geographical dispersion, and the complexity
of its processes, it is important to have an effective and efficient mechanism for
communicating the vision and strategy. This is done in numerous ways, including the use
of posters, electronic portals and message flashes through workstations and dashboards.
Again, if the size of the communication is large and complex, it could translate into a
formal training module. Alternatively, refresher courses or other kinds of informal
learning occur. To develop a culture of learning, its key communications could be
observed through posters, electronic message boards, and dashboards at various
workspaces. Examples of messages include: process excellence, SME, customer delight,
better performance, improved costs, passion, speed, decisiveness, integrity, best-in-class,
and employer of choice.

Market Orientation

High market orientation is critical for the organisation as it transitions from its captive to
a third-party mindset, because most of its contracts are long-term and future revenue is
often dependent on additional and repeat business from existing clients. Organisation A
has high levels of market orientation (MO). It is evident right from the time when the
business development and solutioning teams are Sensing information from its clients on

various processes to be transitioned to India using its structured Six Sigma Workflow
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Methodology. Dissemination of information and framing of responses, in line with client
specifications and service level agreements (SLAs) took place at various stages of the

transitioning and delivery.

To understand clients’ needs better, the organisation uses its reengineering solutions to
help the customer streamline their processes even before initiating the transition using a
structured Lean and SS workflow methodology. The benefit of this is simplification of the
process even before transition, a benefit the client sees from the outset. In short, the
organisation’s solutioning strategy is to understand the individual customer’s needs and
see what solutions can be provided, keeping in mind the resources and capabilities it has

for service delivery.

Because customer specifications are unique for each business processes and processes
range from simple to complex, these different client specifications translate into different
levels of training needs. Client specifications directly impact on training volume and
diversity. The skills gap between client needs and existing capabilities is identified and
communicated to the delivery teams, and training is provided through various training
interventions at different stages of the outsourcing process: pre, during, and post go-live.
For example, first, the solutioning and transitioning teams have to be trained in
negotiation, quality management skills for developing solutions, and business and domain
knowledge. During process transition, training plays a key role in knowledge transfer, as
clients’ standard operating procedures need to be integrated into the service provider’s
routines. Post go-live, process enhancement requests from clients require additional

training.

Use of SS methodology ensures specific client and process metrics are agreed and
integrated into the workflow and, where possible, post-transition, process improvements
are made. Theoretically, there is always scope for process improvement and increasing
the sigma levels, however, this need has to be felt and requested by the customer to have

a business impact for both the client and service provider.

Organisation A’s MO (information-sensing and dissemination) and LO (sharing and
challenging of information) seem to be intertwined (Sinkula et al., 1997; Baker &
Sinkula, 1999 a, b). Further, the analysis reveals a link between its LO MO and quality
management systems, particularly its Lean SS capability. QMS work as the catalyst
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between LO and MO, because they enable the development of a metrics-driven language

for service definition, design and delivery.

The enabling effect of quality management systems on developing it’s LO and MO seems
to have in turn, a synergistic effect on the nature and extent of training provided. For
example, when a client requests a process improvement or a change to the existing
process, this usually involves in a change in the process at the delivery end by the
development of new metrics using its QMS. Depending on the scale of change requested,
these metrics get translated into formal or informal training. If the nature of change is
small, an informal training session is organised, whereas formal training modules are
developed for large changes to the existing processes. Further, the use of SS and Lean
methodologies, as well as high levels of MO and LO have a profound impact on the what
and how of the information to be sensed and, disseminated, and for the solutions to be

framed.

The extent to which SS and Lean projects are undertaken is partly driven by clients’
service level agreements (SLAs), and partly to bring about internal process efficiencies at
the service providers’ end. Internal process efficiencies result from its SS expertise, as it
allows getting to the root cause of the problem from both internal and external
perspectives, and address any variations in service standards so sustainable benefits flow

over the long term.

Employee Turnover

Organisation A’s ongoing high employee turnover is an important factor impacting
provision of training, as it triggers a continuous need to train large numbers of new
recruits in a wide range of domains and processes. Its employee turnover rate is very high
in business lines such as voice processes, and those involving night shifts. It is high for
Band 5, and less high for Band 4 employees. On an average, it ranges between 15 and
20% per month. This translates into a significant challenge for Organisation A. One

Black Belt—Training noted:

Focus, emphasis and challenges change, because you are talking here of upskilling about
1000 employees per month in different domains and verticals. For example, you are not
talking of people being trained in a narrow range; people are upskilled in finance, insurance,

IT, collection, customer service skills, and voice businesses. They are all different.
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The situation is compounded by the high growth rates in the ITeS/BPO sector, which
create a demand from smaller and less established service providers for experienced and
skilled employees. With growth opportunities, poaching becomes a characteristic feature
of the external labour market. New players in the BPO/ITeS sector prefer to hire people
from the existing players in the market, owing to a range of factors, including: a shorter
ramp-up time for delivering their projects, an inability to get appropriately skilled people
from existing educational institutions, and their inability or unwillingness to invest in a

training and development infrastructure.

Most respondents felt that a significant number of employees consider their employment
as a source of quick pocket money and attributed employee turnover mostly to the
naivety of relatively youthful cohorts with no sense of developing a career in the evolving
value chain of BPO services. Despite high employee turnover, the organisation’s

investment in training is still critical, as summarised by two respondents:

We need to train people through education@work program as it is hard to find people in
certain domains. Domain experts who are MCSE-certified are hard to find. The point is that
we need to upskill our people. Why, because tomorrow when we need people in this field it is
not easy to find MCSE certified people. Cross movement is fine, but the challenge is to be

able to make them relate to contextual bit. (Black Belt—Training)

The biggest challenge that comes here is retention. After a person has stabilised on his job, this
is the time when we start thinking about his next move, in terms of self-development. We have
clear defined learning paths for various people at various levels. This is also done as part of our
regular evaluation process— performance and potential development process. We actually work

with a level higher. (Process Head —Content Solutions).

The contextual bit here relates to “integrating” people into the metrics-driven culture and

also understanding clients’ contextual requirements.

Enterprise Size, Complexity, and Ownership

Contrary to what is noted in the literature, more than size, expressed as number of
employees, it is the complexity of business operations at Organisation A that drives the
nature and extent of training. Complexity here refers to the process tasks and the new
roles established as a result of its expansion over the last seven years. The Process
Head—Content Solutions noted:
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In fact, when we started off, the size of the service was small and the nature of product
offerings was simple—one or two lines. Now we have got a diverse set of offerings, so the
people have to be trained in those business lines. In addition, we have got more roles to be

performed ... It has become more complex now.

As noted earlier under the section on workplace change, a change in the ownership
pattern and the resultant change to a dual business model (captive and third-party) had a
significant impact on the diversity and volume of training. Additionally, there is
significant evidence of the quality-based culture of its parent organisation all through its

operations.

Temporal Dimension of Processes

The emphases of training interventions differ at various stages (see Figure 14). To
explain the variation in training within and between organisations—a problem currently
identified in the extant literature—a project or process level understanding is critical. The
temporal dimension of a process’s life cycle explains the variation at various points of a

process or project life cycle.

Whenever a new process is transitioned to India, the initial volume of training is high. It
then tapers off, especially when the process delivery team has undergone process
training, and starts delivering on the process. However, this pattern does not follow the
traditional growth, stability, plateau, and decline life-cycle model. Instead, even after the
initial bump in the extent (volume) of training, the training volume increases because of
ongoing employee turnover and the process changes requested by the clients. The nature
(diversity) of training, on the other hand, is likely to increase with changes to process
specifications. Usually, short and informal refresher training captures such changes, but if
the size of the requested change is large and complex, a formal training programme needs

to be developed. The Process Head—Insurance commented:

There is a lot of new information that comes in from client sites. Now, when all this
information comes from client sites, this has to be communicated to all the people. It could be
various things. For example, a client was using a specific form and has now moved to a new

form of design. This has an impact on the training.
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Training demand is further caused when the organisation receives business processes
from different clients or even the same client but from one of its divisions in another
geographical region, even if the process is for the same domain. This is explained in the

following sub-section on geographical dimension.

Geographical Dimension

The diversity and volume of training requirements change as the organisation receives its
business from different countries even if for the same domain and from its captive
(parent) organisation’s business. Typical training requirements include understanding the
culture, language, legislation, and accents. This is of particular importance for voice
businesses. Further, due to the strong regional mother-tongue-influence of agents in India,
training is offered to neutralise the regional accents to serve different nations’ or regions’
accents. In the US, for example, an understanding of federal and 50 state government
regulations is critical for delivering on processes such as insurance and accounting
processes. Employees need to understand these federal and state regulations. Other
reasons include the use of specific technologies that the organisation is not currently using
at its delivery centre. In a third-party contract environment, which the organisation is

entering into more, everything could be different.

Specific Impact of Factors on the Nature and Extent of Training

Having discussed the main factors that influence the nature and extent of training, the
following section focuses on the relationships, intensity and direction between various
factors and how these impact the nature (diversity, externalisation, transferability, and
formalisation) and extent (volume) of training. In the following section, a conceptually
clustered matrix was developed covering details of the main factors and the extent to
which each factor appears to be present or lacking in this case (see Table 6). The
relationships between factors were developed using explanatory maps for case

organisations’ feedback (Miles and Huberman, 1994).

Extent of Training

On average, the organisation invests in about 12 days of training per head per annum.
Once the client specifications are sensed, disseminated and transferred to Organisation A,

they are translated into demand for training. In newer service lines, training occurs even
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before the process is transitioned, when the business development or client-facing groups
are developed for scouting business opportunities. High levels of MO and LO and a
strong SS philosophy enable conversion of client specifications into training needs. It
follows from the analysis above that LO, MO and SS have an influence on client
specifications and consequently on training volume. In terms of temporal dimension,
depending on the stage of a process life-cycle, employee turnover, and changes to client

specifications, the impact on volume of training varies.

Similarly, depending on the Size and complexity of the new process requested by clients,
the volume of training is likely to change. However, the extent to which training is
provided is moderated by the skill sets the organisation is able to procure through its
HRM infrastructure. The QMS have a direct impact on the volume of training for all
Band-4 and above employees and an indirect impact through its interaction with its LO
and MO capabilities. As noted, changes to strategy resulted in workplace change, which

had a significant impact on the extent of training volume.

Nature of Training

Nature or diversity of training refers to all types of training and education that are
provided in Organisation A. It includes technical and firm-specific, generic and
transferable, internal and external, and formal and informal learning and development.
Contrary to the basic tenets of the HCT, the organisation invests in both generic and
transferable and technical and process-specific training. While process-specific training
emanates from client specifications, there are some generic training modules, such as
developing client-facing skills, project management capabilities, and domain-specific
capabilities that are essential for responding to client needs. Further, given the
organisation’s high employee turnover rates and growth in business volumes, investment
in training is used as a strategy to attract and retain employees, and contain its costs. This

finding rivals the existing explanations of theoretical models of employee turnover.

Owing to its complex and multiple business lines, the training demands put on the
training infrastructure are diverse. Strong MO, LO and SS capabilities are required to
streamline the provision of such diverse training needs. Diversity of training is governed
by the level of complexity of the business processes, which determines the levels of skills

for hiring specifications. Depending on the level of qualification and experience match
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obtained through internal and external labour markets, additional training gaps are
addressed. Diversity of training also increases when business processes are sourced from
different geographical regions and/or when ongoing process changes are requested from
the client end. Workplace change also adds to the diversity of training, as skills needed
for a non-captive environment are very different to those needed for a captive
environment. This was evident in the organisation’s conscious attempt to move from a
*““captive-centric” language and way of doing business, to a more “market savvy

language” and becoming a “commercially-savvy” organisation.

Reliance on external training and education providers is noted for certain complex
processes, where internal expertise in not well developed and skills are hard to find in the
external labour market. Examples include: qualified instructional designers, PMI-certified
resources, and CPAs. Through its education@work programme, employees study towards

various national and international qualifications.

To partially overcome recruitment and retention challenges, the organisation engages
external training providers for pre-hire voice training for potential employees. Such
investments are part of its overall SHRM approach and help the organisation in
developing “the best in class” and “employer of choice” brand image. The
education@work programme and Organisation A University infrastructure, have more
recently attracted a relatively large and untapped pool of part-timers for certain low-end
processes. While this helps in managing its human resource flow, service costs, and
employee turnover issues, it is also a departure from the extant literature on investment in
training for non-standard employees (Hall et al., 2000; VandelHeuevel & Wooden, 1999).
External training providers have also been used to develop specialist “commercial” and

“market savvy” skills for its client-facing groups.

Formalisation of training practices and development of a formal infrastructure for
identifying, designing, developing, and evaluating training are understandable for a
diverse and complex organisation of this size. The organisation’s high levels of MO, LO,
and a SS-DNA also help in formalisation of training activities. Further, its HR
infrastructure allows for formally maintaining an inventory of skills and competencies
and the proficiency levels for each role-specific competency. Certain types of training,
such as client-specific and process training, lend themselves to formal delivery and
assessment. Other training that lend itself to formal assessment and certification includes:

train the trainer (TTT), SS certifications (black belts and green belts), and LOMA
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certification. Further, training for certain high-end, detailed, and complex processes is

such that it can be better delivered in a formal and structured learning environment.

Given the focus on continuous process improvements and the use of dashboards and

metrics, formal training deliverables are developed for most processes.

Table 6.

Conceptually Clustered Matrix of Factors

S.No. Main factors and attributes Intensity | Responcents | Researcher’s notes
1 Workplace change Post ownership further changes to structure, systems and
structural 0 145 technology followed
-ownership H 1,245
-technological M 14,5
2 Market orientation(MO) Very high levels of MO, coupled with high levels of LO and
-information sensing 0 1456 SS appear to have synergistic effects on training responses
-information dissemination H 1,245,
-organisational response H 1,245,6
3 Learning orientation(LO) Well-developed forums, processes and SS tools enable high
-commitment to learning H 145 levels of LO
-open-mindedness H 456
-shared organisational vision H 14,5
4 Quality management systems (QMS) Organisation A’s path dependence, heritage, and captive
- Commitment & sharing information H 12456 culture are driving its strong SS-DNA
-continuous improvement H 1-6
-feamwork H 15
5 Employee turnover HtoMto | 1-5 Process dependent e.g. voice=H and back-office=M to L
L
0 Enterprise size, complexity and HM-H& | 15 Large and very complex: numerous verticals and domains.
ownership MNC High impact for non-captive environments
7 Temporal dimension H 1,245 Each new process or change in client specification has an
impact on training
8 Geographical dimension H 1,245 High for captive and very high for non-captive environments
9 Strategic HRM approach and workforce Cross-skilling for career progression; opportunities to
composition demonstrate capability supported by appropriate reward and
rewards and performance management sysems | H 1345 performance management systems. Use of part-timers limited
-career planning
-recruitment skills level & operating roles; and | H 15
-Use of non-standard employment H 1,345
H 13,5
L 1,345

Legend: H =High; M=Medium; L=Low; N=Nil
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However, certain behavioural training, does not lend itself towards formal evaluation, as
compared to technical training, because it is dependent on the individual’s willingness to
internalise behaviours espoused by the organisation. Legislation and compliance training
is also formally assessed and delivered. Typically, employees have to familiarise
themselves with different laws and regulations, and tested for their understanding before

they are allowed to work on the process.

Conclusion

The above analysis identifies the impact of factors influencing the nature and extent of
training. It also points to the conditions under which variation in training happens. What
follows from the above analysis is that the synergistic effects of strong levels of MO, LO
and a SS-DNA are strengthening the organisation’s daily routines and helping it to
develop a strong client-specific capability. Such a capability has been developed over a
long period of time through repeated interactions between the clients and the service
provider. The nature of long-term contracts and a captive environment supported such
development. The nature of this capability is likely to be developed differently to
accommodate third-party BPO work.

Other capabilities that the organisation has developed through the synergistic effects of
MO, LO, and SS, and a strategic approach to HRM are domain and process expertise and
project management capabilities. Again, these appear to have evolved over a long period

of time.

Size, which on its own is a complex factor and explains limited variance in training, is
better explained when analysed along with complexity of business processes and how the
production function is organised: mass-production, slightly differentiated, or a highly
differentiated (Boxall, 2003; Wilkinson, 2002). Complexity is evident in the
organisation’s highly differentiated services strategy. Strong QMS appear to support
managerial control over process and work organisation. The within-case analysis findings
reject the basic tenets of human capital theory (Becker, 1964). Within-case analysis
points to investment in both job-specific and generic skills and education programmes,
despite medium-to-high levels of employee turnover. Such investment is due not to

asymmetrical market information (Acemoglu & Pischke, 1998a, b), but to the dynamics
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of the external labour market and the lack of specific skills needed by a fast- growing

industry.

Finally, in contradiction to using an increasing number of non-standard workers for
developing workforce flexibility (Boxall & Purcell, 2003), a high incidence of
standardised forms of employment was noted. Finally, even where there were non-
standard forms of employment, contrary to the extant literature (Hall et al, 2000;
VandenHuevel & Wooden, 1999) access to training opportunities by such workers was

not an issue.
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CHAPTER 5.2

ORGANISATION B

About Organisation B

Organisation B is a diversified, third-party Indian service provider, specialising in
networking technologies and business process outsourcing (BPO) services. Established in
the early 1990s, this Mumbai-based organisation employs about 1500 people across its
IT-managed services, enterprise resource planning (ERP), security, and BPO divisions.
This case study focuses on the BPO services division, which employs 900 employees
working in two main business lines: voice operations and back-office operations. Voice
operations are split into inbound and outbound call centres catering to the telecom,
insurance, and finance industry sectors. Its back office covers legal transcription and
financial knowledge process outsourcing (KPO) services, mostly for UK- and US-based

clients.

Given the multi-case, embedded case study design, both voice (outbound sales) and its
KPO business lines were studied in detail. Access was provided to a number of
organisational documents and to published information about its HR policies, training,
and quality management processes. The researcher had the opportunity to observe the
daily routines of employees in their work settings. The main respondents include: the
Head of Human Resources, business process heads of Voice and KPO, team leaders

(TLs), a voice and accent trainer, and a few process employees.

Organisation Structure and Processes

The organisation’s voice and KPO teams are structured around client processes and
products. Organisation B started with dedicated fixed-price and commission-based
outbound sales contact centres for its clients. Under this business model, its employee
strength grew to 3000. However, this business model was not sustainable because there
was no scope for organisational capability development, value-added services, or
opportunities to bring about productivity improvements, and all its services were
restricted to selling products. Further, with increasing labour costs and declining billing

rates, the organisation had to restructure its operations. In 2003/04, the organisation made
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a strategic decision to move from fixed-price commission-based contracts to time and
material contracts and added differentiated services to its portfolio. This decision led to a

significant reduction in its workforce. In 2004/05, it added KPO service lines.

Work is organised around Taylorist principles for its voice process. Its outbound sales
team has different sales campaigns, such as credit cards and telecom products for US and
UK clients. Specifications from the US clients are stringent and require exacting
performances from the call centre agents. For example, one US client required a threshold
of 85-90% for test results from all voice and accent trainees. Use of a verbatim sales
script, dissemination of precise product information, and compliance with relevant
legislation are further examples of high prescriptive standards. Relative to the US clients,
the UK clients allowed the agents flexibility, as long as the service quality wasn’t

compromised, and changes to SLAs increased sales.

Its KPO service provides the sustainability ratings of large multinational corporations to a
UK-based client. The above work is akin to Standard and Poor’s or Moody’s
sustainability ratings of large organisations. Such ratings are often used by investment
firms and pension funds to guide their investment decision making. The nature of work
undertaken in this service line typifies highly differentiated high-end knowledge work
(Boxall, 2003). A total of 90 employees are working in four teams organised around
industry clusters. These industry clusters are energy (for example oil, coal mining, and
power generation), utility (for example electricity, water, transport, telecommunications),
health (for example bio-technology, pharmaceuticals, healthcare, consumer care), and

technology (for example media, information and communication technologies).

The industry cluster approach was developed by the proprietary rating model of
Organisation B’s client. The rationale for clustering certain industry sectors together is
that firms in certain clusters, such as energy, would have a similar impact on
environmental activities. For example, BHP in mining and Shell in oil refining have some
common environmental and human rights concerns. Similarly, firms in the health cluster

face common ethical issues.

Each team in its KPO line is supported by a team leader, two quality leads and about 15 to
20 associates for each industry cluster. Work organisation and reporting relationships are

informal in nature. The team and quality leads play the role of informal mentors and
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coaches for new recruits. The above work organisation is in stark contrast to its voice
operations, where the team leader and quality leads have a much more formal role,
involving tight control and monitoring of workflow, typical in a Taylorist, mass

production environment.

Business Processes, Strategy, and Work Organisation

The business development managers (BDMs) are based out of the US and the UK and are
supported by a pre-sales team from India, which generates leads from client databases and
serves as a information hub to potential clients and competitors. Any lead that is
developed through BDMs is sent to the transition managers, who, together with the
BDMs, contact clients to offer solutions and feasibility reports for a given process.
Depending on the complexity of the process, the solutions development could take up to
30 days. Following the solutioning process, SLAs are negotiated with clients, and the
operations team from India takes ownership of the process to commence the pilot stage.
The operations team decides on people needs, infrastructure and technology requirements.

At the end of two months, the process completes the pilot stage and goes live.

Up to 60% of the recruitments in the voice business line have 0-9 months work
experience and another 20% have 9—18 months work experience. Thus, with 80% of its
workforce having less than 2 years of work experience, the organisation strategically
invested in building a training infrastructure to offset the high wage costs involved in
recruiting people with experience. For its KPO services, it recruits graduates who have
some understanding of critical management and governance issues affecting large MNCs.
The profile of its KPO intake includes accounting graduates, MBAs, and chartered
accountants. The HR strategy has to offer compensation that is competitive and

comparable with that of large financial services firms such as American Express.

Its KPO service uses a proprietary model developed by its client and contains 278
parameters, on which data is collated and analysed for calculating sustainability ratings.
Depending on the nature of reports required, different regression equations are run for
each ranking. Findings are compared with those of firms in an industry cluster. The final
report states the assumptions, reservations, and limitations that apply to the ratings and

conclusions.
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The organisation made a strategic decision in 2003/04 to move away from selling
standardised, commission-based telecom, insurance and financial services products to a
mass-product market to offering differentiated services with a range of contractual
arrangements. The decision resulted in a major restructuring exercise, and moving into
KPO and legal transcription services consequently required further investment in its HR,
training, and quality management infrastructures. The decision to move up the value
chain in BPO services was timely, because domestic and international competition for
voice services was intensifying and numerous overseas organisations were setting up
captive centres in India. Further, the billing rates in KPO services (especially for

developing sustainability ratings) are much higher and competition is relatively less.

Differentiated services require a differentiated HR infrastructure. Each service line has
different recruitment and selection strategies to achieve a better strategic fit between
employee skills, client specifications, and the organisation’s need to manage its workflow
better. For example, in KPO services, all short-listed applicants needed to undergo a
battery of written and analytical reasoning tests to assess their technical, statistical,
accounting, and soft skills. The soft skills are tested using profiling inventories such as
DISC profiling, which focuses on assessing personality traits such as Dominance,

Influence, Steadiness, and Compliance.

Similarly, different performance management systems are designed for different service
lines and job roles. For example, in voice services, agents undergo a monthly review of
performance using a ranking scale. Team leaders are appraised using key result areas and
business quotas. Process and function heads follow a modified balance scorecard
approach to appraisals. KPO team members follow differentiated performance
management systems depending on the industry cluster to which they belong. For
example, an employee covering analysis for oil companies would need to cover thousands
of published documents, unlike someone working in a technology firm such as Google or
Yahoo. The focus of each appraisal system reflects its strategic and operational needs.

Consequently, it affects how performance and training needs are identified.

Nature and Extent of Training

The nature and extent of training provided varies with each process (see Figure 15

below). On average, each year the organisation spends an equivalent of 5% of its
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revenues on training, which includes induction and ongoing training and development

activities. The nature of training provided is diverse and varies for each business line.

New hire & Process & Refresher Team leader Coaching
voice & accent domain-specific training training & &
training training development mentoring
2-3 days 1-10 weeks Process/Product External ~ Ongoing
7-10 days (process dependent) enhancement provider-

Client-dependent dependent

v

(TIMELINE DEPENDENT ON NATURE OF PROCESS & COMPLEXITY)
2005-2006 key focus areas of training

Induction & Process Domain Refresher  Developing Quality
voice & accent training knowledge training SMEs standards

Figure 15. Temporal dimension of training: Changing emphases.

For example, in outbound voice services, induction training starts after an applicant
passes the voice and accent test. Quality management standards (of COPC—Customer
Operations Performance Centre) require a minimum level of skill for new applicants. The
applicant then undergoes basic grammar, computer skills, and customer relationship
management training. Depending on the test results, the employee is allocated to an

inbound or outbound project and process-specific training follows.

For UK and US processes, separate country-specific voice and accent training is
provided. For US processes, stringent process compliance and client specifications
require about 10 days of training, compared to 7 days for UK processes. Because of its
high volume of voice services, as well as employing internal voice and accent trainers, it

contracts external native English speakers from the UK and US.

Process-specific training in voice services varies from 7 to 20 days in length for UK and
US processes respectively. On completion of process-specific training, employees
undergo a formal assessment and are allowed to work in operations only if they achieve
client-stipulated thresholds, which vary from 70-90%. In KPO, the training lasts for 2-3
months and is divided into soft skills and technical or process-specific skills. While most
training is provided informally and performed on the job by a buddy or a mentor, some

training is structured and formal in nature. Organisation B’s process manager reported:
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We take people through ... may be a detailed access of each and every parameter, each and
every question, a large number of words that we have in the model, the whole glossary of
terms, keywords, questions ... typically, what does senior management mean? If I am
talking about senior management of say British Petroleum, a VP in British Petroleum is
probably not senior management.... What is a gentleman’s agreement? What are the
Equator Principles? What is a golden parachute? Those kinds of terms. Then we take them
through the client’s database, the property databases that we have access to, in terms [of]
how to navigate them, how do you fill in the data, what is to be done, how it is sent, how
does it come. Then we look at these kind[s] of questions that they need to answer, where do
they find the data, the SEC site, Google, Prince of Wales Business Leaders Forum—which

has a human rights watch— or maybe ILO website or Greenpeace website.

The extent to which the above training is provided depends on the complexity of the
process and the industry cluster. Based on the employees’ understanding, quality checks
are done on the work that they produce. Buddies informally provide feedback on what is
lacking or on how additional data points could have been covered. As noted by the KPO

process manager:

Analyst is somebody who has probably spent 8—10 years, and probably 1-2 years in life
working as generalist, and has looked at the sector and he understands it.... Talking about
technology companies: How are they generally structured? How does their board [structure]
looks like? How does their financial statement look like? What can their activities be
typically? ... If this happens ... how will it affect us ... .So that kind of knowledge you can

only experience; nobody can teach you.

Analysis of Factors Influencing Provision of Training

Workplace Change

The organisation underwent changes to its business portfolio, from a product to a services
environment in 2003/04. As noted earlier, enabling functions such as HR, training, and
quality management were changed to support and implement the change in its business
processes. The above change resulted in the development of new people-management
capabilities and a further expansion of its business portfolio. Consequently, it translated
into new training demands, although, at the time of this study, training demand from the

above changes had stabilised. The Vice-President HR commented: “It’s like changing the
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mindset as well as learning the new process.”

Quality Management Systems (QMS)

The organisation has to its credit numerous quality management accreditations. For
example, it has COPC certification, CMM, Six Sigma, and ISO certification as its key
quality management systems for different business units. To deliver on the above quality
standards, it has two levels of quality infrastructure: a centralised pool of quality
management resources and a decentralised team that is aligned to various business
processes. The centralised quality team advises on the strategic and marketing benefits of

implementing quality to bring about organisation-wide process efficiencies.

QMS requires training provision on aspects of quality standards, six sigma
methodologies, and the application of various techniques in implementing process
improvement projects. Quality management resources are also deployed in various
processes for identification of performance and training needs on an ongoing basis, thus
influencing the formalisation and evaluation of the training provided. QMS enable the

solutioning teams to negotiate with clients on the metrics for service deliverables.

The extent to which its QMS have developed expertise for various processes determines
the extent to which they can influence its LO and MO, and consequently the process
specifications. LO, MO, and QMS interact with one another at various stages of process
delivery. Organisation B’s internal quality standards are used as a reference point for
internal process efficiencies and may or may not be specifically used for clients’
requirements. However, they do provide a strong basis for the development of client
SLAs and ongoing process improvements. While its LO and MO ability may capture and
disseminate the agreed process metrics, the errors or defects can be calculated and
improved upon only when the process reaches the go-live stage and if the clients are
willing to accept process improvements and any associated costs. At this stage, the team
leaders and quality analysts focus on process improvements, keeping in mind client
specifications and the organisation’s ability to engage in open-mindedness. Its QMS are
limited by its inability to develop and disseminate its shared vision about process

improvements and to influence clients to accept higher levels of service delivery.
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Market Orientation

MO also reflected the move from a product to a services mindset. Consequently, the
focus was on developing a strong level of service orientation. Organisation B has medium
to high levels of MO ability. Its information sensing and dissemination is distributed
between its pre-sales team in India and the BDMs located in the US and the UK.
Information sensing ability is evident in lead generation for BDMs and in catering to
requests for information (RFI) and proposals (RFPs) from prospective clients.
Dissemination of information and framing of responses takes place in conjunction with
the transitioning and operations teams in India and overseas. Given the diversity and
complexity of various services and clients’ unique specifications in their SLAs, the
solutions framed for each client are different. This impacts variously on the training

provision, as noted by the Process Manager—Voice.

If you see our US process, 100% focus is on the script because that’s provided by the client.
If you see a UK process we may have some generic training also. So that really depends on
the client’s involvement. So clients may be very specific; this is the kind of training. And
some clients may not be that stringent on the kind of training which we give. It really
depends on the client. Some clients are very strict and they may come down and do the
training for an initial period, and some other clients, they don’t come in and they are not that

much involved.

Of critical value here is the quality of information sensed from clients and how well it is

disseminated to the operations team, as it determines the quality of the responses framed.

Learning Orientation

The impact of MO on the provision of training is also influenced by its LO, specifically
its ability to challenge its “theory in use” (Argyris & Schon, 1978). There was some
degree of open-mindedness evident in the daily routines of KPO services. Organisation
B’s ability to challenge clients’ assumptions and business routines was limited in the
voice service line, as most US clients were unwilling to implement any changes to their
agreed SLAs. Moreover, given the nature of employees recruited in voice—relatively
young and inexperienced employees—the frequency and intensity of process
improvements was less likely. Only when clients’ sales targets were not being met or
when an element of an ethnocentric approach was not effective did the US clients

incorporate suggestions. As noted by the Process Manager—Voice:
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We do give script suggestions, but that’s more to do with the selling of the product. So, for
example, there are certain standards which don’t work out or when the agent is making calls
for one year, they definitely know which part of the steps works. So there are lots of script
suggestions, which go out from us to QAs (Quality Analysts) because they are listening to
the call, in and out. And most of the time, the compliance side for US is very strict. But they
still try to be very cooperative and there have been many changes in the script, which has

really helped us.

Commitment to learning is evident in the nature and extent of training and development
opportunities provided. Although the organisation had set up functional and
organisational forums, such as monthly open houses, cross-functional team forums, COO
and CEO forums for raising and addressing business problems, such information sharing
is limited and, thus the ability of the organisation to develop a shared vision.

Consequently, it has a medium level of LO.

LO and MO interact at different stages of the process. The organisation’s open-
mindedness is stronger at the information sensing and response stage than during
dissemination and is enabled by the quality management systems that it follows. The
extent to which the organisation can standardise its training is affected by its quality

management systems’ ability to simplify clients’ processes.

Employee Turnover

Compared to its KPO, the employee turnover rates in voice services are extremely high.
In voice, it ranges between 70 and 80% per annum, whereas it is about 15% in KPO.
Increase in the number of players in the [TeS-BPO market increases job opportunities for
employees and results in poaching of experienced personnel by small start-ups. Poaching
is more prevalent in call centres than KPO, and is likely to intensify in KPO firms as
more players move up the ITeS-BPO services value chain. High employee turnover has a
huge impact on Organisation B’s training volume and infrastructure because the bulk of
its employee turnover occurs within the group with less than 3 years experience. One

process trainer commented:

That actually kills ... especially the trainers, because you put so much effort, and after one

week, two weeks, when you go on the floor you won’t find the entire batch. That really kills
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us. ... Once you get a new agent, once again the cycle begins and they will take some time to

absorb.

Enterprise Size, Complexity, and Ownership

It is not the growth or contraction in enterprise size that directly affects the nature and
extent of training; instead, it is the complexity of processes in its portfolio of services that

impacts on the overall provision of training. A process manager commented:

Because earlier we just had one or two UK processes. But now, if you see, we have KPOs,
we have back office, we have legal transcription. So there are so many training going on
which may not only be at agent level; it may be at supervisory level; it may be at managerial

level. So that has increased a lot.”

Although Organisation B had the challenge of developing its service credibility in a
global industry, as an Indian-owned and operated third-party service organisation, its
business model reflected the need to develop a training infrastructure as an integral part of

operations and to contain the rising wage costs.

Temporal Dimension of Processes

The extent to which a new process or process enhancement impacts on the nature and
extent of training also depends on the experience of a given process because the demand
for skilled employees declines with the increase in experience on that process (Bartel &
Lichtenberg, 1987). The relationship between the temporal dimension of a process and
the demand for skills is not simple in dynamic and turbulent environments. The analysis
revealed that the demand for training increases with changes to clients’ specifications and
high employee turnover. Depending on the scope of changes requested, additional
training is provided. As commented by the Process Leader—Voice, “It may be a quality
update or refresher training. If it’s a very small update, a QA or TL can take it as an

update. But if it’s a new offer itself, then we may have refresher training.”

The nature of change requested by clients varies from software updates, through product
knowledge, to working on revised quality metrics. High levels of employee turnover
reduce the extent to which new knowledge can be assimilated by the team. Thus, the

findings depart from the previously noted neo-human capital theories.
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Geographical Dimension

As Organisation B’s clients are from the US and the UK, the differences in language
usage, cultures, legislation, and client specifications require very different sets of training,
even for a similar process. For example, its US-based processes require more training as
its clients’ expectations of performance are higher than UK-based processes do. Further,
in its KPO, business processes require agents to develop a comprehensive understanding
of geopolitical issues, applicable tax, accounting, and environmental legislation that
affects multinational firms operating in different parts of the world. Understanding
legislation of such order places significant demands on Organisation B’s learning and
development needs, as the external labour market does not have a well-developed skills

market for this line of service.

Strategic HRM Approach, Skills Level, and Workforce Composition

As noted above, Organisation B’s HRM practices are well developed and strategically
aligned for both the divisions. Differentiated HRM practices exist for each of its business
lines. Analysis of HR documents and annual reports suggests it has a well-developed
internal labour market. Its workforce composition is predominantly (95%) full-time,
permanent process staff, and the remaining (5%), also permanent, are in enabling
functions such as HR, Marketing, and Finance. Its recruitment and selection strategies in
voice services focus on acquiring employees with entry level skills and qualifications to
contain costs and minimise employee turnover, because 80% of its workforce model
comprises employees with less than 24 months of work experience. Because the labour
market for people with analytical and consulting skills is not well developed, for KPO
services it recruits people with higher qualifications, such as an MBA, a CA, or an

M.Com.

Analysis of Factors Influencing Provision of Training

The following section provides an analysis of how various factors impact on the nature
(externalisation, diversity, transferability, and formalisation) and extent (volume) of
training. Following Miles and Huberman (1994), a conceptually clustered matrix was

developed (See Table 7).
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Extent of Training

Training volume is directly affected by client specifications, process complexity,
temporal dimension of processes, QMS, employee turnover, and workplace change.
Workplace change, as noted above, impacts on both the volume and the diversity of
training as it required a change to a service mindset and learning new business processes.
Process complexity determines client specifications, which, in turn, influences not only
the skills needed, but also the volume of training to be provided. Each new process

introduced by the organisation increases the volume of training.

High employee turnover and clients’ process enhancement requests impact positively on
training volume. Investment in QMS impacts directly and indirectly on the nature and
extent of training. Quality management standards require training for quality and key
operations staff. Its quality management capabilities also affect its HRM practices, LO,
and MO, as it helps in the development of tangible service metrics for various process.
While MO enables capturing of client specifications and disseminates it to the operations
team, training on client relationship management and quality tools and techniques is

required for client-facing groups.

Nature of Training

The organisation provides a wide range of soft skills and technical training. Although the
focus is more on technical training (for example, process and domain-specific, clients’
software applications, accounting standards, tax legislation, and industry-specific
legislation), other generic training focuses on customer relationship management,
communication skills, and voice and accent. The diversity of training is influenced by
process complexity, quality management systems, and the temporal and geographical
dimensions of processes. Relative to voice services, the organisation’s KPO service relies
less on external training providers because most of its training needs are met internally
through informal and on-the-job training. Training diversity increases when a new client
process is introduced or if the process is from a new geographical location. Legislation,
language complexity, and cultural differences form the basis of such training needs.
Changes requested by clients for enhancing the scope of a process often result in a new

type of training.
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Its QMS and client specifications require formal processes to assess, design, and deliver

the training provided. Client specifications drive formalisation as most US processes

require assessment of employees following the training episode. Thus, MO capabilities,

QMS, and performance management systems shape formalisation of training.

Table 7.

Conceptually Clustered Matrix of Factors

S.No. Main factors and attributes Intensity Respondents Researcher’s notes

1 Workplace change Post-restructuring changes to HR, training and quality
structural H 1234 infrastructure. High service orientation.
-ownership N 124
-technological H 1234

2 Market orientation (MO) Medium to high levels of MO. Response influenced by
-information sensing M-H 12345 client specifications and their willingness to change.
-information dissemination H 124
-organisational response M 2345

3 Learning orientation (LO) Evidence of critical thinking is present but is dependent on
-commitment o learning H 123456 clients’ willingness to accept change.
-open-mindedness M 12345
-shared organisational vision M 2345

4 Quality management systems (QMS) Well-developed internal and external quality standards.
- Commitment & sharing information M-H 2345 External quality metrics are negotiated with, and depend
-continuous improvement M-H 12345 on, clent needs
-teamwork M 234

5 Employee turnover Hand L 1-4 Process dependent e.g Voice=H; BO=M to L

6 Enterprise size, complexity and M, M-H,and | 1,34; 1-4; and Large organisation with diversified portfolio. Process
ownership Indian 24 complexity demands varying levels of training investment.

7 Temporal dimension H 123456 Each new process or process enhancement impacts on

training volume and diversity

8 Geographical dimension H 23456 Multiple US and UK processes impact severally.

9 Strategic HRM approach and workforce Well-developed and differentiated performance
composition management and rewards and recognition systems.
rewards and performance menagement sstems | H 1234 Qpportunltles fpr career progression evident w1.thm service

i M 1345 lines. All full-ime permanent workforce, 95% in

~Career planfing o operational roles.
-recruitment skills level & operating role; and H 1,345
-use of non-standard employment N 1234

Legend: H =High; M=Medium; L=Low; N=Nil
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Discussion

The above analysis shows that numerous factors influence the nature and extent of
training. Organisation B’s medium- to high-QMS and MO, and medium level of LO
results in adaptive learning (Argyris & Schon, 1978). Also evident in the above analysis
is the link between how an organisation’s QMS enables the development of its MO, LO
and HRM capabilities to work synergistically to bring process efficiencies. Its ability to
introduce a higher level or generative learning is likely with further development of its
QMS and a high LO.

The relationship between high or complex process specifications and higher levels of
training volume and diversity is not straightforward because process specifications are
also affected by the maturity of the process and the employee turnover rate it experiences.
Separation of training from its HR function suggests an inextricable link between training
and operations. HR practices and quality management systems play a monitoring and
enabling role in enabling service delivery and managing the organisation’s cost structures.
Its workforce composition in the voice service line suggests a deliberate HR strategy to
employ less experienced employees in order to contain its costs and optimally utilise its
training infrastructure. Finally, the case suggests gaps in the Indian educational

infrastructure for certain BPO services.

Conclusion

In order to build a high level of process maturity and engage in higher order learning,
Organisation B will need to invest more in its training and quality management
infrastructures. Such an approach would also provide added value to its clients. There is a
need, too, to engage with industry, academia, and industry associations (NASSCOM) in
order to develop generic training modules and certifications relevant for the [TeS/BPO
sector. Such training would result in cost savings for the organisation, thus freeing up
organisational resources for the building of higher order capabilities and providing better

value for its clients.
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CHAPTER 5.3

ORGANISATION C

About Organisation C

Organisation C is a UK-based BPO firm operating from India to cater to the real estate
and telecom industry sectors. Established in 2004 by two Indian entrepreneurs with
funding from two UK-based organisations, it employs about 250 employees working in
two main business lines: accounts back-office for real-estate and voice operations for
telecommunication services, mostly for UK-based clients. It also provides other
supporting services, such as outsourcing consulting, IT infrastructure management, and
HR and legal services to its back-office clients. Its voice operations comprise in-bound

customer support and outbound sales for telecommunications and electricity products.

Given the multi-case, embedded case study design, both its voice and back-office
business lines were studied in detail. Access was provided to a number of documents,
published information about its training, and HRM processes and policies. Also provided
was the opportunity to observe the daily routines of employees in their work settings. The
main respondents include the chief operations officer, HR manager, business process

heads, process team leaders (TLs), quality manager, and a number of process employees.

Organisation Structure and Processes

Organisation C’s voice and back-office teams are structured on the basis of its clients’
processes and products. There exists a well developed Taylorist hierarchy. For example,
in one of its voice process team for a Telecom client, it has dedicated staff strength of 70
outbound sales agents selling broadband connections to its clients’ UK-based customers.
Their workflow is monitored by team leaders (TL), systems and quality managers, quality

assurance (QA) supervisors, and a call-dialler supervisor.

In back-office operations, employees are further split into key back-office processes for
each client. Work is organised around processes such as accounts payable and receivable,
bank reconciliation, vendor invoicing, client invoicing, and accounting accruals. On
average, there are 5—6 sub-processes for each process and each sub-process has 6—7

employees. Each sub-process has a subject matter expert (SME) who reports to a TL.
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SMEs are supported by two QA supervisors. All TLs report to the process manager, who

reports to the head of the service.

Business Processes, Strategy and Work Organisation

The business development (BD) team is based in the UK and is supported by a marketing
team from India. The Indian team generates leads from client databases and serves as an
information hub for potential clients and competitors. The team also identifies the
business processes that can be outsourced to India and passes the leads to the BD team in
the UK. The UK team makes presentations to clients and offers free consulting services,
such as process feasibility reports, which indicate any business process re-engineering

that may happen before a business is transitioned.

Once a client expresses firm interest in outsourcing its processes, the transitioning team,
which essentially comprises people from the BD team in the UK and the operations team
from India, develops solutions and draft service level agreements (SLAs) in consultation
with the clients. SLAs include details about client specifications, process metrics, such as
turnaround times, and performance standards. The transitioning team undertakes detailed
time-and-motion studies of the processes and assesses the key requirements for a process.
People specifications, skill sets, infrastructure and technology requirements are
determined. After sign-off, the operations team takes over the process ownership. The
process is piloted and only when a steady state is achieved does it go live for production
and delivery. Process complexity and the skills and experience of employees determine

delivery capabilities. Its business development manager noted:

For a voice operation, usually there isn’t that much of a requirement to go there [UK] and
learn as the processes are not all that intricate. Product knowledge is the only reason why
people might need to go. But, see, typically in a back-office you would have people using
various CRM applications, systems, and a very elaborate set-up over there that has to be
integrated here. So they are on a steep learning curve. Even product knowledge can be done
without someone going to the client site, unless it is a very complicated technology
integration, for which we will have to send someone. But that doesn’t really happen too
much here.... Having said that, training does happen; we have clients’ trainers who come

over and train our people in the product knowledge.

The organisation made a strategic decision by carving out a niche market for itself in the

real estate vertical. Firstly, at its inception, there were no BPO providers catering to the

137



real estate sector in India. Secondly, as a small start-up, it was difficult to compete with
the large and established ITeS/BPO players in well-developed industry sectors. With a
relatively simple portfolio of two services, its competitive strategy corresponds closely

with Boxall’s (2003) slightly differentiated services strategy.

Although Organisation C commenced its operations as a third-party service provider, in
2005, a large UK-based property management organisation acquired its ownership stake
to build on Organisation C’s capabilities in the real estate sector for its real estate business
in the UK. Post-acquisition, the focus shifted to a dual business model (from a third-party
business model to a captive and a third-party model). Its dual business model will affect
expansion of its back-office operations in 2006, taking its total employee strength to
about 350 plus by the end of 2006. The Process manager—Back-office noted, “In the
back office operations we have close to 60 employees. We should be around 200 by the
end of 2006.”

Nature and Extent of Training

In terms of the volume of training provided, on average, every employee receives about
10-12 days of training per annum. The organisation provides common induction training
of 2—4 days to all employees. This is followed by process-specific and domain-specific

training, which lasts from 1-3 weeks. The HR Manager remarked:

Our training currently is more focused on processes, process knowledge, from the client
perspective, and quality, and now that we have started off into the growth phase, we will be
looking into the development of people. We have most of the training as on-the-job training

and we do not currently have a separate training and development department.

The extent to which this training is provided depends on the size and complexity of the
process. Until new hires demonstrate acceptable proficiency levels, they are required to
undergo further process training. For F&A back-office processes, process training is
provided in client’s customer relationship management (CRM) software and other
software applications, and tax legislation and statutory compliance for accounting

practices.

In voice processes, accent neutralisation training is provided by a native English language

speaker from the UK. The focus is on reducing and neutralising the regional mother
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tongue influence of employees coming from different states in India. Training also
includes familiarisation with the UK’s dominant national culture and regional cultures,
dialects, and accents, to enable better communication with customers. Contrary to the
popular media reports and research on call centres, in this case setting, the SLAs for

selling broadband connections do not require agents to use false or anglicised names.

New hire Process Refresher Team leader Coaching
training & domain-specific training training &
training mentoring
2-3 days 1-3 weeks Process/Product External ~ Ongoing
enhancement—  provider—
dependent dependent

v

(TIMELINE DEPENDENT ON COMPLEXITY OF THE PROCESS)

2005-2006: key focus areas

New hire  Process Domain Process  Refresher  Developing
orientation training knowledge efficiency training SMEs

Figure 16: Temporal dimension of training: Changing emphases.

As shown in Figure 16, training diversity subsequently focuses on developing domain-
specific and product/process-specific knowledge, for example, sales training and/or
customer support for outbound and inbound processes respectively. Most back-office and
voice training is provided in-house, with the exception of the training from the clients’
site of a few subject matter experts (SMEs). SMEs in turn train and develop team leaders
and agents. The organisation ensures that employees entrusted with the task of imparting
training undergo a Train the Trainer (TTT) certification process, administered internally,

thus suggesting a fairly formal approach to process-related training.

As shown in Figure 16, process training is followed by refresher training, which occurs as
a result of any process/product enhancements requested by the client. This happens
frequently for voice processes, but to a lesser extent for back-office processes. The extent
to which refresher training is provided is determined by the size and complexity of the
process enhancements requested. It could be a small pre-shift team huddle (to update the
team on small changes requested), half-day refresher training, or a formal full-day

training programme (for larger updates).
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As the organisation is just beginning to expand in size and offerings, it now feels the need
to invest in generic and behavioural skills to groom supervisory and managerial staff,
especially as its best and brightest are picked from the ranks to lead, supervise, or manage
teams. Given its limited training infrastructure, it has decided to source externally an
industry-accredited team leader training programme, developed by various ITeS/BPO

providers in conjunction with NASSCOM, the industry’s professional body.

Analysis of Factors Influencing Provision of Training

Workplace Change

Being a relatively new entity, Organisation C underwent a series of metamorphoses
before gradually developing its process capabilities. In the main, it has faced two major
workplace changes: adding new business lines and the move to a dual business model

(captive and third-party provider). The Manager—HR commented:

See, earlier we started off in voice operations, so we had multiple voice businesses. Then a
conscious decision was taken to move into back-office, so we reorganised and the entire
management focus shifted to work in back-office though it would now be more of a balance
between back-office and voice processes. We are now concentrating on the kind of voice
processes that we get. This decision had a lot of impact on the kinds of skill sets the
organisation needed and a lot of training eventually happened once we moved into back-

office operations.

The above suggests the links between its competitive strategy and training. The change to
a dual business model translated into higher training volumes and diversity. Additional
processes added to its existing portfolio and the need to familiarise with different software
applications used by its third-party clients required further training for implementation

and for integration with the Indian operations.

Quality Management Systems (QMS)

Six Sigma (SS) methodology is prevalent to assess and service the external and internal
quality needs of its clients. SS is embedded right from pre-transition work to post-go live.
Use of SS is more pronounced in voice processes than back-office. From an internal

quality perspective, in addition to SS methodologies, Organisation C’s Customer
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Operations Performance Centre (CPOC) certification (www.copc.com) helps it to
increase process efficiencies by focusing on cost reduction and increased customer

satisfaction.

In addition to the efficiency focus embedded in COPC gold standard, the organisation
complements it with an [TeS/BPO variant of the Capability Maturity Model (CMM),
developed by researchers at Carnegiec Mellon University in the US. Although
Organisation C is not formally assessed for this certification, it follows the key principles
of the certification by recruiting a person with experience in this framework. Overall, the
focus is not only on the compliance of process deliverables as per SLAs, but also on
developing process maturity by enhancing its internal process efficiencies at various

stages of a process’s life-cycle.

The above approaches affect training provision at various levels. First, there is a need to
train and certify people on SS methodology and COPC standards, for which Organisation
C relies mainly on external training providers. Subsequently, the externally trained
employees become training resources for other employees. The organisation’s QMS also
drive formalisation, externalisation, and evaluation of the training provided. Second, the
performance gaps detected through SS and other quality management frameworks
translates into coaching, mentoring and/or formal training initiatives. Third, at an
individual level, the QAs, in conjunction with TLs, identify specific areas of
dissatisfaction and performance gaps and arrange for refresher training. At this point, it is
important to understand how the organisation’s LO, MO and quality management systems

interact with one another from the pre-transitioning to the delivery stage.

The organisation’s internal measures of, and standards for, process efficiency may or may
not be specific to a client’s requirements; however, they are often used in developing a
client’s SLAs. While its LO and MO may be able to capture and agree upon certain
process metrics, the sigma levels can be calculated and improved upon only when the
process goes live. At this stage, process improvements are looked at and agents and TLs
begin to look at process delivery critically. Open-mindedness also comes into play here.

One process employee—Voice commented:

We had a lot of customer complaints from the customers, when they switched over from
product X to Y. The downtime was very high, people were without phone lines and the

Internet. So that was affecting our sales. It’s all word of mouth; if one person is not happy
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then it spreads to others.... We went and told our TLs about it. They spoke to the managers
and the managers spoke to the clients. Then we had a programme wherein they offered a lot
of publicity and gave out a lot of reasons to customers why they were getting late in
installing the connections. ... They were not adequately resourced to handle the large
volumes of £1 connections and so there were delays. In the end, the clients took it positively

and increased their manpower ... now we don’t have any such problems.

It appears that the quality management systems, LO, and MO are working synergistically.
Not only are the process metrics defined and communicated and adhered to as per client
specifications, an effort is made to improve the process for delivering greater efficiencies
and reducing costs. Further, as service delivery is established, existing metrics are
improvised and suggestions are made to the client. The extent to which its theory-in-use
can be challenged and changed also depends on the opportunity for value addition and the

client’s perception of benefits realisation.

Market Orientation

Its MO ability is likely to change as it moves from a third-party to a dual business model.
Organisation C has medium to high levels of MO ability. Its information sensing,
dissemination and framing of response activities are functionally and geographically
distributed between India and the UK. Its information sensing ability is evident in lead
generation and routine requests for information (RFI) and requests for proposals (RFPs)
from prospective clients. Dissemination and response framing is done by the solutioning
teams in India and the UK. Its information-sensing ability currently maintains the
strategic focus of exploring only certain industry segments and processes. When
information gets disseminated to the operations and transitioning team, it has a direct

impact on the training provided and the solutions presented. The Manager—HR noted:

They (the team) know the actual numbers of people, their skill sets, etc. People go to
clients’ sites and get trained, they learn the process and come back and train the employees
here. It’s the people in the operations team who get trained initially and then clients come

from the UK and, if necessary, they also train.

Further, as each process within a business line is unique, the specifications, SLAs and
solutions framed for each client are different. Such diversity in deliverables and metrics
affects the training provision and resourcing, thus suggesting a nexus between operations

and human resources management. The Business Development Manager noted:
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The report we submit to the company is based on the detailed analysis of the business and
what we understand about it and how and where we can offer solutions.... If the client has a
very haphazard way of dealing with its accounts, then we try and streamline it with the use
of this application/tool. If the client already has another automated application, like an ERP

or something, then we need to carry out some integration to adapt to it.

The degree of precision with which the organisation senses the information and
disseminates it from clients to its operations team determines the quality of the responses
framed, which affects the nature and extent of training provided. Although the
organisation has over the last two years established a training framework for voice
processes training, the extent to which such training can be standardised is limited by the
complexity of the processes, the unique client specifications for new processes, and its

QMS. The Manager—Process Quality explained:

If you are involved in selling for X company a broadband connection and company Y
comes up with a similar product of broadband, the basic product is going to be the same.
But when you are engaging to represent the X brand and the Y brand, then what we have to
take care [of] is the brand differentiation. For brand X the USPs could be different.... In this
case you have to decide what kind of positioning does the brand has [sic] in the market and
devise your training according to that.... So that is what will determine the training needs in

both the cases.

Learning Orientation

The extent to which its QMS and MO affect training is also influenced by its learning
culture and its ability to challenge its theory-in-use (Argyris & Schon, 1978). As the
organisation was in the second year of its operation, its ability to develop a shared vision
and a commitment towards learning was still evolving. However, its size and the
relatively few business lines have helped it to communicate information quickly and
efficiently. Daily operations meetings, fortnightly employee committee meetings and
feedback sessions cover a range of operational and routine matters. In addition to the
above, there are quarterly feedback sessions with senior management to provide an update
on any upcoming changes. The Process Manager—Voice noted, “There are a lot of levels
and bureaucracy to be crossed in a large organisation as against a smaller one.... Yeah.
Ideas here are accepted easily and heard more frequently, and ideas are implemented in a

much faster way.”
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The organisation demonstrates open-mindedness to the information, sensed and
disseminated through its MO abilities. Usually, this happens prior to process transition to
India, but, post-transition, open-mindedness is needed to bring about long-term process
efficiencies. Employees challenge the clients’ theory-in-use through its consulting and
solutions teams, using its internal standards of performance. The business development

manager noted:

We provide them with the reengineered processes. It may be very similar to their current
process, but certain aspects in the boxes in the flowchart may differ, or it can be a
completely redesigned and reengineered process. So, yes, some suggestions are made. Then

again the client may implement this right then or may do it later.

The ability to challenge clients’ assumptions is somewhat limited for voice processes, as
it involves selling a product, wherein agents have to comply with stringent product
specifications, as set out in the SLA. Furthermore, the client may not be willing to bring
changes to its product offering. However, opportunities exist to implement process

efficiencies, which have an impact on training, as the HR manager explained:

From the point of view of making our lives easy, even if the client has not requested any
process improvements, we do it....See, agents have been involved in these projects of
improvements; whether with the QA or someone, the agents’ involvement is there. They are

given the opportunity to get involved. Again refresher training is also provided as needed.

Employee Turnover

Organisation C’s employee turnover rate varies for both its service lines. In voice
operations, employee turnover is high, averaging at about 80% per annum; whereas in
back-office operations, it averages about 40% per annum. Further, in voice processes,
employee turnover is mostly at agent and TL levels. Excessive employee control,
imposing unreasonable targets, “lack of a good crowd”, “naivety of agents”, and quitting
for higher incomes elsewhere are common reasons for quitting. A process manager—Back-

Office added:

Now there’s an increase in back-office turnover this year because of the high growth in
back-office business in the industry.... In terms of voice, one thing is that the opportunity is

available. Lots of call centres are available, and primarily the target group is the same.
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The impact of high levels of employee turnover is summarised by a team leader:

The attrition rate in voice business is so high, all across the industry, that there is a constant
need for providing training to new hires. So, every few weeks we have some people here, so
we have to train them. It’s a bit different in back office ... you train them, they will stay for

a reasonable period of time and only few will leave.

Owing to the above trend and the organisation’s limited resource ability, it has not yet
decided to commit to formal education and generic soft—skills training. Once its
operations expand and its need for managerial and leadership skills increases, investment
in generic skills is likely. For the above reasons, the organisation is focusing more on

technical and process-related training.

Enterprise Size, Complexity, and Ownership

Change from Indian ownership to UK ownership will impact on the structure of the
organisation’s captive operations and the way different technology platforms and standard
operating procedures followed in the UK are integrated into Indian operations. It will thus
have an impact on the volume of training provided. In terms of enterprise size, it was the
portfolio expansion from one to two business lines that resulted in an enhanced need for
training. It is important to note here that the relationship between training and enterprise
size is not a linear one; instead, it depends on the simplicity or complexity of the

processes. The Manager—HR noted:

Some processes are very complex and would take about a month, whereas others are pretty
easy and would take about 8—10 days. Again, with outbound sales we have different levels
of processes and the time lines would vary. Depending on the product and the process

complexity and the sort of skills that we have, the training times would vary.

Temporal Dimension of Processes

The extent to which a new process or process enhancement impacts on the nature and
extent of training is determined by the experience gained on the process and the process
maturity of the first batch of employees. However, as time elapses, the process team could
re-look at the skill sets needed for future hiring (Bartel & Lichtenberg, 1987). For
example, as part of a client’s SLA, a process required Telecom engineers for a technical

support software applications process. However, once the process went live and the initial
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batch had had some exposure to the process, it was felt that the same process could be
supported by people who had had experience in similar software applications, or simply
had a knack for software applications, IT helpdesk, and troubleshooting roles. A quality

manager noted:

In a BPO set-up, you know, everything that you have goes through a capability cycle....The
life cycle of project depends on the complexity of the product/project. Initially, when the
project is new, definitely the training needs are very, very high. And as and when the people
involved are trained and a certain amount of maturity and experience develops, people are
comfortable with the project, and the project is going into a mature stage, then definitely
training needs at an individual level reduces[sic]. But overall then you would start focusing

on how you would bring about continuous improvement into the process.

As the process matures, trainers refine training modules for subsequent batches and the
volume of training should theoretically decline for subsequent batches. However, owing
to high employee turnover rates, the frequency with which such training is offered
increases. Process enhancements also necessitate training provision. Such demands could
result in formal or refresher training, from simple changes like adding/deleting a few data
fields in a process, through briefings on Christmas specials, to how a new product offered
by a competitor affects the way agents should position their sales campaign. The impact
of different geographical locations on the diversity of training is explained in the

following section.

Geographical Dimension

Although Organisation C receives the bulk of its BPO work from the UK, earlier it had
voice processes from the US, which required a very different set of training. US processes
required training on voice and accent neutralisation for US conditions, understanding of
US legislation, tax rules, culture, and their existing client-specific software applications.
For UK processes, training needs differed because of its accounting principles, standards,
clients’ software applications, and certain key legislation that governed its real estate and

telecommunications sectors.

To minimise some of its ongoing need to learn the multiple software of its clients,
Organisation C entered into a strategic collaboration with a global software development
company specialising in accounting software for the real estate sector, especially for the
US and UK markets. It then negotiated with clients the use of such a standardised

application, as it would increase process efficiencies for both parties and enable instant
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and effective client interface over the Internet. This aspect of dynamic coordination and

strategic demand management echoes Banerjee’s (2004) findings of Indian ITSS firms.

Strategic HRM Approach, Skills Level, and Workforce Composition

Organisation C’s strategic approach to HRM practices is still nascent, although it has
operational recruitment, performance management, compensation, and reward and
recognition systems. As noted by a TL, “HR is more of a quality, policy, and
documentation function but is evolving towards a strategic HR role. Recruitment is

certainly competency-based.”

Its workforce composition is predominantly (90-95%) full-time permanent —majority are
billable resources. Five to 10% of its workforce is in enabling functions such as HR,
Marketing, and Finance. In back-office operations, temporary workers are employed only
for year-end finance and accounting work and for voice operations: they cover Christmas
and “New Year specials”. Contrary to the extant literature on training access for non-
standard employees (Hall et al, 2000), process-specific training is also provided to

temporary workers.

Although certain base qualifications and generic competencies are identified for each
role, recruiting teams for a new process give additional consideration to client
specifications. Owing to its high and ongoing employee turnover, the organisation
specifies two additional selection criteria: career stability and attitude. For its voice
processes, communication skills, stability, and attitude are particularly important, while
for back-office operations, accounting qualification and 2—3 years’ experience are sought.
However, the organisation’s ability to impose the above selection criteria is somewhat
curtailed by the tight external labour market, which has created the need to invest in

domain and process-specific training. The Process manager—Voice commented:

First we rely on the external recruitment consultants. Second, if one of the big players in the
BPO space, like if American Express is doing recruitments, then the supply for Organisation
C gets dried up.... The number of people who would turn up would be far less when a big

player is recruiting.

Given its expansion plans, career planning is widely encouraged. Observation and

analysis of various HR documents suggests it has developed a process of internal job
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postings (IJPs), job rotation, and loyalty bonuses for retention. Its performance
management system is competency-based and has detailed descriptions of competencies
for each role and process. Further, the appraisal process is extremely exhaustive. Some
roles undergo monthly performance reviews for each identified competency and its
proficiency levels. QAs, in conjunction with the TL, identify regularly the performance

gaps and often close them by training interventions.

Analysis of Factors Influencing Provision of Training

The following section provides an analysis of how various factors affect the nature
(externalisation, diversity, and formalisation) and extent (volume) of training. Following
Miles and Huberman (1994), a conceptually clustered matrix and explanatory maps were
sent to the organisation. The conceptually clustered matrix provides a snapshot of the
intensity and direction of the different factors under consideration (see Table 8) and

includes notes from the researcher.

Extent of Training

On average, Organisation C invests in about 12 days of training per person per annum.
The training volume is directly affected by the complexity and size of the process as well
as by the temporal dimension of a process’s life cycle. For new processes, the training
volume is very high, but it tapers off as the process becomes mature. However, the
training volume increases again because of persistent and high employee turnover. This
pattern was more evident in its voice processes than in its back-office processes. The
training volume increases again, for example in its voice processes, whenever a process
enhancement or change in process specifications is requested. Organisation C’s change in
ownership meant that it had to reinvent most of its internal processes to align with its new
“captive” business. Training volume also increased with the metric-driven approach

adopted by its QMS, which was reflected in its appraisal systems.

Nature of Training

Its current focus is on technical training, process, domain, and client-specific training.
Other training includes learning clients’ unique software applications and voice and

accent neutralisation. Training needs are identified at different levels. The organisation
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senses and finalises client specifications through SLAs and disseminates them to its
operations team. Client specifications are then matched to its current skills pool and fed to
HR for hiring specifications. Given its planned expansion, the organisation is now

thinking of investing in managerial and leadership skills.

Table 8.
Conceptually Clustered Matrix of Factors

S.No. | Main factors and attributes Intensity | Respondents | Researcher’s notes
1 Workplace change Post-ownership change more changes to structure, technology
structural M 1345 and systems to follow.
-ownership H 1345
technological H 13,57
2 Market orientation (MO) On average, it has medium to high levels of MO.
-information sensing H 12,345
-information dissemination H 1245,
-organisational response M 1,245,6
3 Learning orientation (LO) Evidence of critical thinking s present but is moderated by
-commitment o learning M 1245 clients’ willingness to accept ideas and any process
-open-mindedness H 13456 mprovernens.
-shared organisational vision M 145
4 Quality management systems (QMS) Gradually developing internal and external quality standards.
- Commitment & sharing information M 1345 External quality standards are client-driven.
-continuous improvement H 1,345
-teamwork M 345
5 Employee turnover H&Mto | 13,45 Process-dependent, e.g. Voice=H; Back Office=M to L
L
6 Enterprise size, complexity and MM& | 1345 Medium-sized organisation, small portfolio, limited verticals
ownership i and domains.
(Indian)
7 Temporal dimension H 12,345 Each new process or enhancement has an impact on training
8 Geographical dimension M 1,345 Currently, most processes are from the UK.
9 Strategic HRM approach and workforce Strong competency-based performance management and
composition rewards and recognition systems. IJPs and cross-skilling and
rewards and performance menagement systems | H 1345 career progession evident. Limited use of temporary and part-
. time workers.
-career planning H 1,345
-recruitment skills level & operating roles;and | H 135
-use of non-standard- employment L 1,345

Legend: H =High; M=Medium; L=Low; N=Nil
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Operational team leads undergo training for quality standards such as COPC and SS to
improve process efficiencies, customer satisfaction, and client relationship management.
Training diversity increases when a new process is sourced from a different geographical
location or even when a new client is added. Changes to clients’ process specifications
and the scope of process enhancements demand a new type of training to be imparted.
Workplace change to a captive business model is expected to have, in the long run, a
negative impact on the volume and diversity of training, because the skills needed for a
captive environment are more standardised than those needed for a third-party
environment. In a captive model, software applications and standard operating procedures
and terminologies standardise the training needs. Moreover, as the experience of a given
technology increases, the demand for skilled workers decreases (Bartel & Lichtenberg,

1987).

Organisation C has limited reliance on external providers because the bulk of its training
is process-specific and internally sourced. External providers were sparingly used for
quality certifications, such as SS and COPC, and for developing frontline management

and supervision skills.

Owing to its medium to high QMS, a formal approach to training was evident. Its MO
capabilities, quality management, and competency-based performance management
system facilitate formal identification of training needs. Client specifications require
adherence to process metrics; thus, QMS become an objective way of capturing process
improvements and formally assessing employees on the training imparted. For most
process-specific training, employees have to undergo written tests, and only after they
achieve a certain pass mark are they allowed to work on the shopfloor. Likewise, process
trainers are required to undergo Train The Trainers programmes and are frequently

evaluated.

Discussion
It follows from the analysis of various data sources that Organisation C has a medium to
high level of MO and a medium level of LO and QMS. In some instances, it has been

unable to change its clients’ theory-in-use because the perceived benefits of the change

relative to clients’ needs are low. Its medium LO could also be a reason. Organisation C’s
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current LO and MO capability ensures adaptive learning. Its ability to engage in

generative learning is limited owing to its current level of LO.

Also evident from the above analysis are the linkages among the enabling roles of its
QMS, MO, and LO, and the way the three work synergistically to bring about process
efficiencies. Process efficiencies, among other operational benefits, have an impact on the
nature and extent of training provided. What is of concern, however, is the narrow focus
of its process efficiencies given the nature of quality management frameworks employed

at Organisation C.

Organisation C’s HRM and training are separate functions. Training is an inextricable
part of operations, and the HR department’s function in relation to training is one of
monitoring training budgets and its logistical arrangements. It is evident from the
workforce composition that the majority of its employees are operating staff employed at
the lower end of the pyramid. Such a “flattened pyramid” structure implies that the
organisation is consciously keeping its employee costs low by gradually developing its
training infrastructure to train entry level recruits as well as to deal with ongoing

employee turnover issues.

Finally, the analysis points towards the gaps in the Indian educational infrastructure
which is ill-equipped to deal with the demand for qualifications and skills necessary for

the ITeS/BPO sector.

Conclusion

Organisation C needs to strengthen its learning and development infrastructure and QMS
to support higher order or generative learning, which is developed through the synergistic
effects of strong LO, MO, and quality management capabilities. This is a significant
aspect for the organisation to consider, especially if it wants to strengthen its process

capabilities and secure long-term cost efficiencies.

If the organisation improves its people management capabilities and process maturity
through ongoing investment in training, QMS, and providing career paths, it could reduce
its high employee turnover costs, thereby freeing up further resources for higher order

learning and capabilities. Such an approach would provide added value and satisfaction
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for clients. Partnerships between industry, academia, and industry associations (for
example, NASSCOM) need to be forged so that a range of supervisory training and
relevant certifications for the ITeS/BPO sector can be developed. Such certifications
would result in the transference of cost of such training from the organisation to potential
applicants, thus freeing up organisational resources to build higher order capabilities for a

differentiated and value-added service package.
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CHAPTER 5.4

ORGANISATION D

About Organisation D

Organisation D is a small BPO, set up in 1999 as a green field project by the investment
division of a large, diversified Indian firm. Organisation D has two business lines:
Medical Transcription (MT) services and Finance and Accounts (F&A). Initially, it set up
a 750-seat MT centre in New Delhi for US-based clients. With high upfront investment,
the initial return on investment to its holding company was low. Because MT services has
low entry barriers and typifies low-cost mass-production strategies, competition for its
services intensified and declining billable dollar rates became the norm. This led to a

declining return for the parent organisation.

The above situation necessitated a move from a high—fixed-cost model to one with high
variable costs. Consequently, it restructured its operations to a sub-contracted vendor-
based model. Under this model, all MT work from the US was sub-contracted to about 70
vendors in 12 different cities in India. The restructuring also involved setting up a
business development front in the US by acquiring a MT business in the US. Setting up a
US front end organisation under a different trade name allowed better market positioning
for expanding its MT business portfolio. It acquired US MT companies and transferred
their work to Indian operations through its US front end. Under the current business
model it has about 550 contractors as part of its vendor-based network for delivering MT
services. The organisation employs about 50 permanent employees based at its head

office in New Delhi.

To move up the value-chain, in 2002 Organisation D expanded its portfolio to F&A
processes. These cover five sub-accounting processes: accounts payable (AP), accounts
receivable (AR), bank reconciliation (BR), financial reporting, and taxation services. Its
F&A business line employs nine employees catering to about 30 clients in three industry
sectors: tyre franchisees, mortgage businesses, and CPA houses in the US. Its strategy
was to focus on retail and SME sectors in the US. Following the success of the
development of a US front end for securing new clients by its MT business model, it
replicated the same model for its F&A business line by acquiring an accounting front end

in the US. The main purpose of the front end is to develop business and to act as its
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service delivery channel. In essence, the above business model corresponds most closely

to a third-party business model.

Organisation Structure and Processes

Organisation D’s ownership patterns and a high-level structure is shown in Figure 17.
For its MT processes, it has established a vendor-based network of MT service providers
in 12 cities in India and in two cities in the US. Some cities have multiple centres. Its MT
services cover a range of specialist areas, such as cardiology, dentistry, haematology,
neurology, immunology, orthopaedics, and urology. It also undertakes special
transcription reports, such as an autopsy report, chart notes, clinic notes, discharge
summaries, a radiology report, and pathology reports. Its MT team is headed by an
operations manager and is supported by a production manager, assistant managers, team
leads, and quality analysts (QAs) for each area of medical specialisation. The team leads
provide on-the-job training and education support to editors and medical transcriptionists.
Editors carry out the first level of quality check, and QAs provide the second level of

quality check on the transcriptions.

Diversified Indian company—Parent organisation.

y

Holding Co.—an investment arm of the parent
organisation

\ 4
Organisation D—Two business lines

MT Inc. MT (New Delhi & F&A (New F&A Inc.
(US-based) P 12 cities vendor Delhi) < (US-based)
centres)

Figure 17. Ownership Structure of Organisation D.

For its F&A business line, its small and simple team structure is organised around
accounting sub-processes: two for AP and AR, three each for BR and finalisation, with
one manager overseeing the entire processes. Work received from 30 clients is split
equally and by client accounts. Such work organisation allows faster tracking of any

errors in the process, and accountability is easier to confirm.
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Business Process, Strategy, and Work Organisation

Organisation D’s business development function is undertaken by its US front ends: MT
Inc. and F&A Inc. Clients do not directly interact with Organisation D; instead, they deal
with the US front ends. A typical MT process involves the following steps. The patient
sees a medical practitioner or allied staff for some treatment. The medical practitioner
and/or the allied staff notes details and dictates them using a hand-held digital Dictaphone
or connects to secure dictation servers via 1-800 numbers. By the use of secure
transcription servers, data is captured, stored, and encrypted and each audio file is
transferred over the Internet for transcription work. These files are first decrypted and
then distributed to various vendors for data transcription work. They are then delivered
back to MT Inc. via its secure server, and in accordance with HIPPA (Health Insurance

Portability and Protection Act) norms and guidelines in the US.

The metrics and SLAs for delivery are negotiated by MT Inc. and communicated to
Organisation D to ensure that process delivery adheres to client specifications and AAMT
(American Association for Medical Transcription) guidelines. Based on the medical
specialisations and strengths of each vendor, work is distributed. Each vendor has a
separate service level agreement (SLA) with Organisation D and is supported by a team
of QAs and editors employed by Organisation D to ensure a three-tier quality check
before transcripts are delivered to MT Inc. Key metrics are included in vendors’ SLA

cover aspects such as accuracy and error rates and turnaround times.

Given that the billing rates for this BPO service are among the lowest on the continuum
of services, a mass-production service market model (Boxall, 2003) requiring minimal
investment in skills is logical. Transferring fixed and operating costs to vendors has
helped in keeping it afloat. However, it has shortcomings of its own making. For
example, it causes limited control over workflow, constraints in offering scalable
solutions when big opportunities present themselves, and the issues of managing the

differential performance rates of vendors.

The F&A business line represents a slightly differentiated production system and work is
organised as follows. F&A Inc. receives and scans accounting documents from clients for
onward transmission to Organisation D. Next, the F&A team at Organisation D enters and

processes the relevant accounting data in applicable software applications and uploads it
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back via the Internet to F&A Inc, where further accuracy checks are performed and

necessary adjustments made before it is delivered to clients.

Nature and Extent of Training

On average, employees undergo 4-5 days of new-hire training, and, depending on the
process, employees receive 5 (for F&A) to 10 (for MT) days of training per annum. The
nature of training provision is very different for MT and F&A lines. For instance, in
F&A, the focus is on developing domain knowledge (accounting and finance) of US
accounting standards, understanding relevant legislation, and knowing clients’ multiple
accounting software applications. Being a small organisation, it does not have a separate
training infrastructure. The focus is on recruiting experienced personnel with knowledge
of US F&A standards and using their expertise for mentoring and coaching the other team
members. Given its skeletal training infrastructure and to minimise training costs for
developing capabilities in commonly used accounting application software applications, it
has developed self-paced learning resources for six US accounting software applications.
These include Peachtree Accounting, Easy Accounting, Quick Books Pro Accounting,

and Intuit for Taxation.

F&A’s new hires do not undergo a formal training session upon joining. Most of the
training provided (domain-specific, software, and legislation) is informal and on the job,
and provided by supervisors via daily mentoring and coaching as and when time and
workflow permit. Training imparted here is similar to informal and incidental learning,
often noted at small workplaces (Watkins & Marsick, 1999). Such an approach was easily
observable. A collegial and informal environment exists. External training providers are
used only for specialist training in US accounting standards, tax legislation and for
understanding differences between various US state and federal governments’ tax
legislation, for example, for filing tax and alimony returns. F&A has developed self-paced

training manuals for reference and study in employees’ free time.

The nature of training and the supporting infrastructure are very different for its MT
business line. Firstly, the bulk of training needs are transferred to vendors based on their
specific expertise and after compliance with HIPPA and AAMT standards and guidelines
have been proven. Where certain training gaps exist, knowledge of HIPPA and AAMT is

provided through external training providers. Internal training is provided to its team of
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editors, senior proof readers, and QAs to ensure clients’ specifications are adhered to and

process improvements are made using various quality management tools.

New hire Process Refresher Team leader Coaching
training & domain-specific training training &
training mentoring
4-5 days 1-2weeks Needs-based  Minimal High and ongoing
Informal & process
process-specific enhancements

2005-2006 key focus areas

Software Domain Process Quality Process-related &
applications  knowledge efficiency training domain-specific
knowledge

Note: Training is mostly informal for F&A and highly structured and formal for MT business line.

Figure 18. Temporal dimension of training: Changing emphases.

All transcriptionists and editors undergo rigorous testing and an interview followed by a
basic training module. They do not commence production until they have reached a level
of 98% medical correctness in their transcriptions. Focused vendor and employee
recruitment ensures that the right levels of skills and experience in a given field of
speciality is present. In essence, the training for MT business is much more formal and
structured and follows an evaluation process. Both business lines do not support any

education or soft-skills training.

Analysis of Factors Influencing Provision of Training

Workplace Change
Following the restructuring of its MT business line, the focus of its training infrastructure
has changed significantly. Its overall volume of training has declined with the
introduction of a vendor-based structure. However, its training diversity has increased for
its group of QAs, editors and proof readers. Further, owing to the complexity of the
logistics of managing a vendor-based model, new modules for relationship management
and training for reporting protocols and monitoring of metrics have been created. The
adoption of multiple accounting software applications for its F&A business line resulted

in additional, albeit limited, learning needs, as the learning is delivered informally.
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Quality Management Systems (QMS)

Organisation D’s quality systems are primarily focusing on meeting and in some cases,
exceeding the clients’ specifications. It utilises various quality management tools to
ensure service metrics as per SLAs are delivered. The MT business line has a QA centre
that ensures that every single deliverable is certified as a quality deliverable. Its three-tier
quality check of editors, proof-readers and QAs enables such delivery. Six Sigma (SS)
methodology is used to measure the performance of its vendors and employees. As such,
there is a need for its editors, account managers, and QA team to learn various SS,
compliance, and other quality management tools. Its ability to implement continuous
process improvement is limited, because some clients may not want to bring about
process improvements. Overall, it has a fairly set quality management agenda, as noted in

one of its quality documents:

In Medical Transcription domain our QA procedure makes a commitment to our clients that it
will provide transcriptions which will have accuracy level of 98% or more. We at Organisation

D achieve this level of accuracy by using a 7-point measure given below:

Reports have all essential components and all required and relevant information; reports are
consistent both within themselves and externally with the other parts of the patient record,
should they are made available to Organisation D; discrepancies are flagged for the dictator;
reports have the proper structure, format, content, spelling and grammar; reports are
transcribed to accurately reflect the meaning intended by the dictator, adhering to AAMT
norms and guidelines, unless client specifications dictate otherwise, e.g., verbatim
transcription; the patient’s right to confidentiality is strictly guarded; and reports are timely

in their completion and submission.

Its internal quality management capabilities are developed in a narrow range, which,
together with its limited LO ability, restricts the organisation to develop higher order
process maturity. To develop its quality management capability, it recruits people

externally with experience in specific quality management tools.

Market Orientation

Organisation D’s MO ability is geographically distributed between the US and India.
Client specifications and SLAs are negotiated by its US business fronts. MO ability for

Indian operations is not strong as there is limited direct interaction and integration
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between the US and Indian operations. The brief for its US counterpart is specific. Given
the mix of mass service and slightly differentiated service strategy (Boxall, 2003) it
follows, business opportunities are explored and secured in a narrow range. The above
strategy does not preclude it from exploring value-added services within its existing
specialisations, for example, the implementation of SOX (Sarbanes-Oxley) legislation
compliance for its own business in the US and gradual undertaking of additional SOX

processes with existing clients.

Overall, owing to its relatively simple portfolio of business processes, disseminating
client specifications to delivery teams in India is easy. Responses are framed initially by
pre-testing and a pilot run, and finally when the process goes live. Training requirements
for its US business front is not Organisation D’s responsibility. Organisation D provides
training to its operations team in India, who are responsible for disseminating client

information and framing appropriate operational response.

Learning Orientation

There is evidence of challenging clients’ specifications for both its MT and F&A lines
(albeit limited). Open-mindedness is evident in process improvements after the process

goes live. Process Manager—F&A noted:

Earlier, what we were doing is we were punching the data in the system. But one of the
team members from this team, from Accounts Payable team, has designed a macro in Excel,
in which actually you ask when the data has been received from a client in Excel format . . .
. Now, what they are doing is, they have designed a template which can be uploaded into the

software. So, earlier it was a six hour job, but now it is a six minute job.”

The extent to which such improvements impact on training depends on Who initiates the
process improvement request. If it is initiated from a team member the training impact is
minimal as the solution was generated from within the team. However, if the process
improvement is requested by the client, it results in refresher training. Training is also
triggered by the feedback received from clients on the service provided. Because of the
commoditised nature of its services and the lack of direct interface with clients, its low
LO and medium MO abilities can only ensure a reactive approach to the sensing,

disseminating, and framing of training and operational responses.
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A strong (albeit informal) communications channel has enabled the development of a
shared vision. There are few formal meetings between and across teams. A strong, hands-
on and on-the-job approach to problem solving and communicating change was
observable during the visit. The organisation’s simple business lines and a vendor-based
model do not require it to expand its commitment to learning. The focus is on providing

essential training, most of which is client and role-specific.

Employee Turnover

Given its vendor-based model for MT service, employee turnover is not a concern for the
organisation. Even for its F&A service line, employee turnover is between 12 and 15%
per annum, which translates to about one resignation per annum. This is significantly
lower than the industry average of about 30—40%. As a result its impact on the nature and
extent of training provided is minimal. One explanation provided by the F&A manager

was:

Because, see, there are hardly nine people. It’s very easy to monitor nine people, and you
can very easily understand their training needs, and subsequently then address it. The
moment you grow in the ladder, the moment you say you are having 250 or 300 people,
more control is required and there are more chances that the people might slip. So, that is
the reason why other companies are having turnover ratio and employee turnover as an

issue, while ours are very small.

Despite low attrition levels, the above respondent noted that employee attrition is
desirable, especially for bringing about process improvements—especially at lower
levels. At agent and supervisory levels, focused recruitment and selection could see the
adoption of established good practices from larger organisations, whereas employee
attrition at senior management levels is desirable for the expansion of its business
portfolio (Banerjee, 2004). In both cases, employee turnover is likely to result in

additional training and learning.

Enterprise Size, Complexity, and Ownership

Its small size and a relatively simple portfolio of processes (low process complexity) is
one of the reasons for its low training diversity and volume. Because it is a subsidiary of a

large diversified Indian organisation, there is pressure from its holding company to
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maximise its return on investment. To this end, it invests only in process-specific and
project critical training or, where return on investment is high. Consequently, its HR
practices have a cost-minimisation agenda. It attracts people with relevant skills and

domain-specific experience to contain its training infrastructure costs.

Temporal Dimension of Processes

Its focused recruitment and selection strategy, low employee attrition, and a vendor-
based model significantly reduces the impact that temporal dimension of processes have
on training. Although its MT line receives process enhancement requests from clients to
modify the SLAs, its existing capabilities and vendor-based model do not allow all
enhancement requests to be serviced; consequently, it has a minimal impact on training
provision. Further, as the organisation has been in the MT business line since 2000,
considerable experience of the processes, and low employee turnover have limited impact

on training provision (Bartel & Lichtenberg, 1987).

Geographical Dimension

As all its clients are based in the US, the geographical dimension has a limited impact on
provision of training. Only a few F&A processes are affected; for example, while filing
alimony returns for clients, agents need to know different US state and federal legislation,
as they vary significantly. Differences in law are communicated by team leads to its
members by ongoing coaching and mentoring. Despite the relatively limited impact of the
geographical dimension on training in Organisation D, it was noted as an important factor
by the Manager of F&A:

Yes, that is different, because if you are moving from US to UK . . . .I’ll give you a very
small reason. In the US, the inventory is valued at a market price; in the UK the inventory is
valued at a cost to market price or whichever is less. So there is a lending requirement for
UK . . . so now UK is having a different set of valuation of inventory, US are having
different set of valuation of inventory. So we need to be trained on all if you are moving

from one geographical location to another geographical location.

For its MT business line, although medical terminologies are universal in nature, some
training is needed to adhere to country-specific legislation such as HIPPA, and AAMT

guidelines.
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Strategic HRM Approach, Skills Level, and Workforce Composition

Although there is evidence of a strategic approach to recruitment and selection,
Organisation D’s training function is totally devolved to line managers. For other HR
practices, HR has administrative and fire-fighting roles. As noted by their F&A manager:
“HR plays a role in addressing the grievances of employees, but not on training needs . . .

because all the training is done on the production floor.”

The strategic recruitment and selection strategy to some extent reduces the need for
process and domain-specific training. Organisation D follows different performance
management systems for both business lines. For F&A employees, it follows 360-degree
feedback and uses it as a developmental tool. As the opportunities for career development
in F&A are fairly limited, managers identify opportunities for cross-skilling and job
rotation to retain staff and reduce process monotony. For its MT service, employees
follow a combination of rating and competency-based systems. Through its performance
management system and inputs from QAs, performance and competency gaps are
identified and, where appropriate, training is provided. The nature of the organisation’s
workforce is full-time permanent for both MT and F&A groups, except for its vendor
network, which can be regarded as a non-standard workforce. The vendor structure has
reduced its direct investment in training, although it is difficult to gauge the nature and
extent of training provided by its vendors. It follows from the analysis that it is the
experience of employees on a given process, low employee turnover, and the relatively

simple and stable nature of processes that creates a limited demand for training.

Impact of Factors on the Nature and Extent of Training

The following section provides an analysis of how various factors impact on the nature
(externalisation, diversity, transferability, and formalisation) and extent (volume) of
training. Miles and Huberman (1994) suggest, a conceptually clustered matrix is the first
step to develop explanatory networks, as it provides a snapshot of the intensity and
direction of the different factors under consideration with notes from the researcher (see
Table 9).
Extent of Training

Organisation D invests between 5 and 10 days of training per person per annum. Nature

of training focuses on developing competencies in quality systems (see Figure 18) such as
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HIPPA and AAMT standards and guidelines. F&A’s ongoing training needs are met by
informal coaching and mentoring. Such learning includes changes to US accounting
standards and state and federal government’s tax legislation, and upgrades to the

functionality of six accounting software application packages in use. Training volumes

Table 9.
A Conceptually Clustered Matrix of Factors

S.No, | Main factors and attributes Intensity | Respondents | Researcher’s notes

| Workplace change High structural changes—vendor-based model,
structural H 1,2 multiple accounting software applications
-ownership L 1,2
fechnological M 1,345

2 Market orientation (MO) Medium level of MO. Geographically distributed
-information sensing M-H 1,23 between US and India.
-information dissemination M 134
-organisational response M 1,34

3 Learning orientation (LO) Limited evidence of critical thinking s present. It is
-commitment to learning M-L 1,34 Affected by clients’ willingness to accept process
-pen-mindedness M-L 134 improvements.
-shared organisational vision M-L 134

4 Quality management systems (QMS) Gradually developing internal quality management
- Commitment & sharing information M 1,34 competencies. Limited application of standards due to nature
-continuous improvement M 134 of work and clients’ unwillingness to seek higher value add;
-teamwork H 345 some metrics are still client-driven.

5 Employee turnover L 1,345 Low attrition. Hard to compute turnover for its

vendor-based model.

6 Enterprise size, complexity and LM-L& | 135 Small-sized organisation; small portfolio, limited
ownership Indian verticals and domains.

7 Temporal dimension L 13,5 Process enhancements have limited impact on training,

8 Geographical dimension M-L 1245 Currently, most processes are from the US.

9 Strategic HRM approach and workforce Competency-based and 360-degree feedback.
composition Rewards and recognition for process improvements.
-rewards & performance management systems | M-H 1,345 Cross-skilling and job rotation evident.
-career planning N 13,5 No use of temporary and part-time workers
-recruitment skills level & operating roles; and 13,5 for F&A. Significant outsourcing for MT services.
-use of non-standard employment L 1345

Legend: H =High; M=Medium; L=Low; N=Nil
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increase when there is a significant change in client specifications, for example, when a

client requests an end-to-end process automation.

Nature of Training
The nature of training provided is technical and job-specific and there is no support for
soft skills or higher education. Demand for soft skills is less because of its medium MO
capability of the Indian operation and the limited client-facing roles it has to support.
Following the restructuring of MT services and the consequent reduction in enterprise
size, the need to invest in supervisory, people management, and leadership skills has also
declined. Process-specific training is provided internally. Only for specialist tax and
accounting legislation modules does the organisation engage the expertise of few external

training providers.

Formalisation of training is high for its MT business line, owing primarily to the nature
of the process and work organisation (see Figure 17): the structure requires constant
evaluation and checking of work by its vendors. Formalisation of training is further
strengthened by the use of competency-based performance management systems and by
clients’ requirement that employees be certified as conversant with relevant MT standards
before they work on them. Thus, the organisation has to provide training on a range of
quality management tools for developing its QAs and editors. Training is informal for its
F&A business line, partly because of its small team Size and partly because of a general
resource constraint that small companies face. Learning is achieved in an informal and

incidental manner.

Discussion

It is evident from the above analysis that its simple and stabilised portfolio of processes,
low employee turnover and, earlier structural changes have resulted in an overall decline
in training needs (Bartel & Lichtenberg, 1987). What also follows from the above
analysis is that MO is not a localised concept—it is geographically distributed—and is
affected by the strength of a firm’s LO and QMS capabilities. Given the cost-
minimisation strategy evident in the organisation’s production function, its commitment to
learning is fairly limited, resulting in low LO. Similarly, its quality management systems
are targeted to deliver only minimum and mutually agreed client-specific process

efficiencies. The approach is reactive and is also reflected in its inability to challenge
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critically clients’ assumptions. Consequently, the interaction between its MO, LO, and its
QMS yields nominal results and only modelling or adaptive learning is happening (Baker
& Sinkula, 2002). Thus, the organisation’s ability to enhance the organisation’s overall

process capabilities and maturity is limited.

It follows from the analysis that one of the basic tenets of human capital theory—of firms
investing in job-specific and technical training rather than generic and behavioural
training—is applicable, especially to small organisations that have a relatively simple and
stable portfolio of services. Strategic recruitment and selection practices have also
minimised the need for training through focused recruitment of experienced employees.
Performance management systems, geographical dimension, extent of process
enhancements, and client specifications variously affect the nature and extent of training.
Only when a new process is added to its portfolio or a major process enhancement is
requested does training need arise. Organisation D’s training responsibility does not rest
within its HR infrastructure; it is devolved to line managers, who focus on imparting

technical and process-specific training.

Conclusion

Although NASSCOM—the industry’s association—has established a national centre for
the assessment of competence, there are still considerable gaps in the wider Indian
educational system. Programmes are lacking in developing industry and domain
knowledge, as well as in the understanding of relevant international legislation affecting
the industry and its domains. Inclusion of modules that address these gaps in its
curriculum by educational institutions or NASSCOM-sponsored certifications would go a
long way in supporting small and medium-sized enterprises such as Organisation D.
Moving up the value chain would require building higher order organisational capabilities

such as project management, the client-specific capabilities, LO and QMS.
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CHAPTER 5.5

ORGANISATION E

About Organisation E

Organisation E is an extremely large, diverse, and complex offshore development facility
of a US-based ITSS multinational. Organisation E provides end-to-end information
technology solutions (hardware, software, consulting, infrastructure management, and
ITeS/BPO) for its US parent organisation from five locations in India. At the time of the
researcher’s visit, Organisation E employed about 35,000 people across the following

business divisions:

e application management services (about 16,000)

e global services delivery centre for ITeS/BPO services (about 10,000)
e business transformation organisation (about 3000)

e software and research development labs (about 3000)

e business consulting services (about 3000).

The organisation provides its services to a range of industry sectors, such as automobile,
financial, chemical and petroleum, telecom and media, and business consulting.
Organisation E focuses on global IT and software development competencies. The focus

of this case study is on its application management services (AMS) division.

Organisation Structure and Processes

Organisation E’s business lines are structured around technology competencies. Its AMS
division provides services in the following competency areas: mainframe, enterprise
application development, Oracle, PeopleSoft/Baan, Siebel, SAP, RDBMS, data
warehousing and business intelligence, enterprise application interface, testing, portal and
content engineering, Lotus Notes, Unix, C and C++, and supply chain management

(CAD/CAM).

Ninety-two per cent of its 16,000 employees working at AMS division are deployed on

various technical competencies and 3% work in enabling and business services functions
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such as HR, finance, business operations, quality management, and centre for
competency development. The remaining 5% (about 800) are on bench time (bench time
is a term used to describe people who are waiting to be deployed on projects. Till such

time, they usually engage in developing their skills in various competencies.)

Business Processes, Strategy, and Work Organisation

The majority of the employees are working in technical roles in the competency areas
noted above. The workforce composition of its AMS division includes close to 84%
employed at entry level (Band 6)—called techies— and their work experience ranges
from 0 to 5 years. About 12% are in Band 7 having 5-15 years of work experience. The
remaining 4% are in Bands 8 and 9 and have work experience ranging from 10 to 20
years or more. Further, nearly a third of all Band 6 employees have less than 18 months
of work experience. This composition gives an indication of its people management
strategy—low cost and relying increasingly on entry level graduates. A typical hierarchy
of roles is as follows: graduate engineer trainees, software engineers, developers, lead
developers, team leads, project managers, programme managers, delivery head,

managers, solution leads, industry experts, and business analysts.

Over the last five years, the organisation has expanded its business lines and changed the
workforce composition significantly. Initially, nearly 90% of its workforce comprised
highly experienced and skilled employees. Now about 60% are highly skilled and
experienced and the remaining 40% are in the 0-4 years work experience range. The
exact nature of the workforce composition varies for each business line. For example, in
business consulting services, the majority (80-85%) of its employees have about 8—12

years of work experience.

In most offshoring decisions, among other decision criteria applied, a significant criterion
is the cost of skills arbitrage between the US and India. The rationale for Organisation
E’s AMS division is similar and is based on the difference in economic contribution
every billable employee can make. On careful analysis, it follows that the difference in
contribution per employee reduces as one goes up the organisational hierarchy because
the cost of experienced human resources increases with every additional unit year of
experience. For example, on average, the industry allows about 110,000 Indian rupees

(Rs.) (or US$2750) for each year of experience. This cost is in addition to an average
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base salary of about Rs. 400,000 (US$10,000) per annum for graduate engineer trainees
(see for example, www.freshersworld.com/forums). Thus, it makes sense for large
organisations such as Organisation E to have a large percentage of their workforce at
lower levels with limited experience and a base (bachelor’s degree) engineering

qualification.

The above business and HR strategy creates a different set of problems: that of
developing the capabilities of its largest work group—people with 0—4 years of work
experience. Thus, it becomes imperative to develop a learning and development
infrastructure, if the organisation wants to build technical and managerial competencies,
and to continue to increase the ratio of freshers to experienced employees in its workforce

composition.

Nature and Extent of Training

Organisation E has an elaborate learning and development programme for technical,
management, and leadership competencies. Organisation E’s parent organisation has a
well developed online Global Campus corporate university, offering a vast range of
training and education programmes covering technical, behavioural and management
development competency areas. Global Campus resembles a blend of Taylor and Patton’s
(2002) “polymorphous” and “chateau” type corporate university and Walton’s (1999)
“third-generation” corporate university. Such an approach to learning and development
represents a resource-based view of the firm aimed at developing sustained competitive
advantage through internal investment in human resource development capabilities

(Barney, 1991).

Training is mandated at two levels: for new hires and existing employees. For all existing
employees, it is 10 days per person per annum and focused on developing project
management skills and technical competencies, and in fulfilling specific career
development needs of its employees. Training provision for new hires varies from 8—10
weeks depending on the business line and competency areas. Orientation training of 2
weeks is followed by 4-6 weeks of competency-specific training, which includes some
soft skills and management training. Once the above training is completed, new hires
undergo 2-3 weeks of project-specific training. Such training may include client-

provided training. The focus of client-provided training is initially to develop
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familiarisation with clients’ proprietary applications and tools and then to develop
proficiency in using these tools. Client-specific training is in addition to the

organisation’s mandated training.

In terms of the nature and diversity of training arrangements, the bulk of training (85—
90%) focuses on technical competencies, as noted above. The remaining 10—15% focuses
on behavioural, soft skills and management and leadership development competencies.
The training design and delivery utilises a combination of structured and unstructured
learning strategies. While the former mode of delivery is common for freshers, the latter
relates more to project team members and usually has strong on-the-job training and a

“learning by doing” focus.

Identification of training needs follows a structured process prescribed by its quality
management capability development model. Despite a large employee base, training is
mostly provided by external training providers. Organisation E has a rigorous process for
selecting training vendors, wherein detailed performance metrics are developed for
evaluating the external training providers’ performance. Evaluation of training, although
rigorously undertaken, comes close to Kirkpatrick’s first two levels of training evaluation

(Kirkpatrick, 1998).

In the US, online and computer-based training is a cost-effective option. Even though the
US parent would like all employees in India to undertake the 10 days per annum
mandated training through its Global Campus web portal, it is not a desirable or
practicable option for the learners in the Indian cultural context. Learners at Organisation
E do not feel comfortable with the independent, self-paced, and self-directed learning
mode. Classroom-based or facilitated training is typical and suited to the Indian cultural

settings for all types of learning initiative.

One of the reasons for the low uptake of Global Campus in India is the high US dollar
cost per course per person charged by its US parent. Therefore, to overcome resource
constraints, Organisation E has an arrangement to use the content from Global Campus
courses and deliver it through its pool of external training providers. Another reason for
externalisation of training is the high cost of real estate and technology infrastructure in
India. The geopolitical and economic climate in the US determines the nature and extent

of exposure to offshoring projects and fixed costs commitments in India. The break-even
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point to recoup such high fixed costs is much longer and higher. Figure 19 provides a

snapshot of the changing emphasis of training provided. The competency development

centres (technical and managerial) receive annual competency forecasts from various

competency leaders across all business lines, based on which the nature and extent of

training are determined.

New hire Technology Project Management Client
training competency  training & leadership funded
training training training
Z2-3Weeks

1-2 weeks 4-6 weeks Project/product Role-dependent  Project

dependent & ongoing dependent

2005-2006: key focus areas

»

(TIMELINE DEPENDENT ON THE NATURE OF PROJECT AND
TECHNOLOGY COMPETENCIES)

New hire  Competency  Project & client Mandated & Proprietary
orientation training knowledge role-specific client tools &
competencies, applications

& domain expertise training

Figure 19. Temporal dimension of training: Changing emphases.

Analysis of Factors Influencing Provision of Training

Workplace Change

Since its inception, Organisation E has undergone numerous workplace changes. The

most significant changes from a training and development perspective include:

a different workforce composition model, comprising an increasing number of
graduate engineer trainees

greater automation and standardisation of software development processes using
capability maturity models and quality management frameworks

the creation of new and diverse roles and competencies due to increasing business

complexity.

Recruiting an increasing number of freshers has had a significant impact on training

needs. This change required development of strong learning and development capabilities

in a range of technology and management competencies, not only to cope with the
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deficiencies in the undergraduate engineering curriculum, but also to develop in-house

capabilities for meeting new technology skill demands.

Owing to the large scale and long-term nature of contracts in its software development
projects portfolio, the use of “best-practice approaches” and “standardised protocols” for
software development is logical. Organisation E is a CMMI-Level 5 accredited
organisation, and utilises the above quality management framework to increase the
organisation’s process maturity and service predictability. QMS also improve its project
management, MO and HR capabilities, thus reducing costs and increasing customer

satisfaction.

The high rate of technological change and consequent skills obsolescence is a significant
driver for investing in new skills. Skills development aids in employee retention and
prepares the organisation for exploiting opportunities in new technology areas. Finally,
increasing business lines and service complexity has resulted in the creation of new roles

and the development of new role-based competencies.

Quality Management Systems (QMS)

Organisation E is CMMI Level-5 and ISO-certified and follows numerous other quality
tools. All its software development processes are mapped against the CMMI framework.
In addition to CMMI and ISO, Organisation E has its own internal quality standards for a
number of competency areas, which were developed long before it applied for CMMI and
ISO accreditations. For example, according to its HR manager, an “Organisation E-
certified project manager” commands higher market value than a person from the Project

Management Institute (PMI) in the US.

Organisation E’s QMS focus on infusing process discipline and rigour at various stages of
the software development life cycle. There are mandatory quality check points at each
stage of the process. Its QMS create an awareness of the role of quality, emphasise client
orientation and process compliance, and ensure project deliverables are met. Thus, quality
management has a two-pronged focus—process compliance and evaluation, which is
applied internally and externally. The project and business development managers
estimate project specifications based on internal project experience and performance

measures.
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To understand the emergence of QMS in software development, it is critical to provide
some historical context. One of the main problems in the early stages of the software
development life cycle was the lack of detailed documentation of how the codes were
developed. The introduction of quality management frameworks enabled the
documentation of critical processes in software engineering, which now has standards for

writing codes. An HR manager vividly summarised this change:

What were the thought processes of a programmer when he was creating the code? One of
the biggest myths of software engineering was broken when they brought in quality
measures. And they said, ‘OK, everything has to be documented’. With that came out a lot
of aspects of software engineering, which says: what are the standards with which you write
a program? You don’t just write a programme with whatever just comes to your mind.
There are formal standards, accepted standards, with which you work. The nomenclature is
in a particular fashion. You cannot write or code in a different fashion than what has been
set as a standard or norm.... There are frameworks. Then, you have to measure against these
frameworks—that’s what it was all about. So, if you go back into productivity improvement
or anything, in any context, be it JIT, or any other process, the focus was to extensively
narrate what you are doing and why you are doing it. How have you arrived at a particular

decision for a process?

The specific focus is on minimising the variation from pre-established “best practices”
and, consequently, reduce costs, defects and variation, and increase customer satisfaction.
To this end, each project is aligned with one or two quality management resources, who
oversee the implementation of quality standards and processes. A project manager

explains:

They [quality management people] have a specific requirement at every new stage. They
check the project. So ... ok, where are we? What is left? We need to follow evenly quality
methodology for every project, so that is being done from a quality team. Everything, I
mean, [for] every project or every competency we have a process in place and ... they have
an appraisal methodology like a flowchart. We have an internal audit team coming from the
quality system. They are in place just to ensure whatever we have put together.... Are [we]

following it or not?

Thus, the application of QMS in software development impacts on training at different
levels. First, understand various documented quality standards for each process. Second,
learn various quality management tools and techniques for implementing any process

improvements in software development. Third, provide training to its specialist and
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centralised pool of quality management resources to ensure they can implement and apply
various quality standards across the organisation, at various stages of the software
development life cycle. Finally, such standards influence formalisation of training needs

identification, delivery, and evaluation.

Over time, the organisation has documented quality management standards in software
and has models for accurate estimation of project time and effort. The use of such quality
management processes has also increased the organisation’s ability to simplify and
standardise project tasks right from business requirement specifications stage. Using
internal cost and effort estimation benchmarks, its solutioning team senses information
that is critical to project success and proposes solutions that are doable within the project
specifications. The structuring and standardisation of the software development processes
has simplified the nature of work, enabling the organisation to develop the less skilled and
less experienced employees (new hires) by providing fundamental competency-based

training for them in a narrow range.

Market Orientation

Organisation E has a geographically distributed software applications development
process. As a captive offshore facility, Organisation E’s business development,
solutioning, and consulting for higher level design is undertaken by its parent
organisation. As such, information sensing and challenging clients’ assumptions happen
in the US at the solution design and architecture development stage. Once the solutions
are specified and agreed upon, the project management team in India takes over the
responsibility for disseminating the project information and framing operational responses
using established quality management “best practices”. Training responses are developed
by its Centre for Competency Development. Overall, Organisation E’s MO ability is

medium to high.

The use of standard project management tools, client relationship management systems,
and quality management process requirements enables the capturing of project-specific
information in a precise manner. Use of standard documented quality management
processes allows project team members to propose and develop applications in a very
structured manner. Over time, Organisation E has developed strong quality management

and technical capabilities. Consequently, its MO ability is likely to develop further as its
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ability to engage in solutions and the architecture design stage of the software

development lifecycle increases.

Learning Orientation

Organisation E has a strong commitment to learning, which is evident in the extensive
provision of training. It has numerous technical competency-sharing networks—Share
Nets—across the organisation. Each competency leader is expected each year to
contribute towards their Share Nets. Further, employees are encouraged to submit
practitioner and research papers in their competency areas for sharing and for evaluation
by internal experts. A team of experts review such outputs and publishes the top 10-15

papers each year.

There is evidence of critical thinking and challenging the status quo to bring about
process improvements. For example, Organisation E convinced the US office to reduce
the hiring specifications of 10-years work experience for engineers to 5 years. However,
the strong levels of open-mindedness do not mean that employees are allowed significant
latitude in carrying out their tasks in an innovative manner. There is limited scope for
creativity at lower levels as most projects have specific sets of tasks, which are signed off
by the clients and follows a “best practice” process for its development work. The nature
of work undertaken by developers is in a narrow range. An HR manager noted, “You
don’t do it where your inflection point is steep.... At the end of the day, it is a series of

handed-down solutions to be developed.”

It is important to note that process improvements are structurally embedded in its QMS
and have a direct impact on training. One project manager observed, “The entire structure
of CMMI focuses on process problems. Any process improvement areas are discussed.
With proper training, a taskforce is set up for improvement.” Overall, Organisation E has
medium to high LO. Its QMS enables it to challenge the status quo, but to a limited extent

using its structured processes.

Employee Turnover

Organisation E currently has an employee turnover rate of 16% per annum. This attrition
rate is significant because, on average, it results in recruiting about 5500 employees per

annum in different competency areas and at different job levels. Recruitment arising from
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employee attrition and business expansion needs results in recruiting between 12,000 and
14,000 employees each year. Such extensive employee turnover and recruitment puts

ongoing pressure on the volume of training.

Employees usually leave for reasons such as better career opportunities (monetary reasons
and higher responsibility) and their ability to continuously up skill by working on new
technology projects. Employee turnover is highest in the 3—6 years of work experience
group because the external labour market offers a wage premium for employees with 5
plus years of experience at an MNC. Thus, investment in training in new technology is

critical for employee retention.

Enterprise Size, Complexity, and Ownership

An increase in the number of employees and in high project complexity affects training
provision. While the volume of training has increased as a result of the greater number of
employees to be trained, training diversity has increased due to the gradual addition of
new business lines, IT competencies, introduction of new business processes, and
implementing QMS. The exact nature and extent of training varies in each business
group. Organisation E demonstrates strong ethnocentric approach to its business and HR
practices. The parent organisation’s strong global brand image attracts new hires because

they are aware of its commitment to the learning and development of its employees.

Its move to the new business model of having a higher proportion of graduates is a point
of difference with its global operations. This change not only reflects the need to expand
its presence in India, but is also an emulation of the dominant business model adopted by
most large Indian IT players, such as Infosys, Wipro and Tata Consultancy Services.
There is still a difference in the modus operandi of this model at Organisation E. In terms
of the provision of training, there is a heavy reliance on external training providers rather
than the dedicated in-house learning and development facility typical of large Indian ITSS
players.

Temporal Dimension of Processes

While the above discussion provides understanding of some macro-level factors
influencing provision of training, it is critical to understand the variation in training needs

at various stages of a project’s life cycle. Given that work is undertaken in established
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global technology competencies, there is a minimal impact on training from projects from
different geographical locations or clients. However, there are some exceptions. In certain
projects, clients may be using proprietary technology tools and applications. It then
becomes critical for the project team to understand the use of such tools and become

proficient in using them.

Training in proprietary tools is usually provided by clients and is part of the project cost.
Depending on the complexity of the proprietary tools and applications and the extent to
which the project team is familiar with their use, the nature and extent of training
provision will vary. The second variation in training, albeit of a limited nature, occurs for
a small group—the solutioning teams and business analysts who require domain and

country-specific knowledge for framing effective solutions.

Project changes are requested in the duration of a project’s life cycle. Most requests have
a minimal impact on the volume and diversity of training, as there is already a dedicated
pool of resources for a technology competency. The scenario changes significantly if a
project team working on “packaged applications” such as SAP, Siebel, or PeopleSoft
receives requests from the client to upgrade to a new version of the packaged application
or product. This project enhancement involves huge upskilling for the team. It entails
significant retraining and familiarisation with the new version of the applications’ key

functionalities, thus affecting the volume and diversity of training.

Strategic HRM Approach, Skills Level, and Workforce Composition

As noted earlier, externalisation of training and an increasing reliance on graduates
reflects a change from the US parent’s people management strategy. Organisation E
typifies Boxall’s (2003) Type 3 firm—a highly differentiated work organisation with
evidence of the use of high-performance work practices. The strength of its QMS
specifies recruitment standards—people with fewer skills and experience—and identifies
training needs in a narrow range of tasks and technology competencies. The above
approach was applied at Organisation E, using competency-based skills development and
performance management practices. While the above allows for a systematic and
standardised approach to skills development, it is through the development of strong
QMS that predictability of its service delivery is ensured and, strict process discipline is

infused into its large group of relatively young and inexperienced employees.
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Specific Impact of Factors on Nature and Extent of Training

The following section provides an analysis of how various factors affect the nature
(externalisation, diversity, and formalisation) and extent (volume) of training. Following
Miles and Huberman (1994), a conceptually clustered matrix was first developed. The
conceptually clustered matrix offers a snapshot of the intensity and direction of the

different factors and includes notes from the researcher (see Table 10).

Extent of Training

Apart for the mandated 2 weeks per person per annum training for all employees,
Organisation E, on average, invests in 8—10 weeks of training for new hires. Training
volume is directly affected by high employee turnover and the increasing enterprise size

and business complexity.

The temporal dimension of a project’s life cycle has a limited impact on training volume,
as team members are already familiar with a given technologies. The only exception
being when some projects involve use of clients’ proprietary tools and applications and
packaged software services, or when a client requests to move to a newer version of the
product/application. Subsequently the demand for nature and extent of training increases.
Training volume is also driven by its quality management frameworks (ISO and CMM) as

they mandate minimum days of training for all employees.

Nature of Training

Most of the training is focused on building global IT competencies and is thus technical
and mostly transferable in nature. There is, however, some provision of investment in
generic people management and leadership competencies and role-based training. As
noted earlier, Organisation E has a huge reliance on external training providers for
delivering training. Training on quality management tools and standards is provided to all
employees. The quality management frameworks employed also require formalised
approaches for evaluation and delivery of training. Its mandated 2-week training focuses

more on ongoing career development needs of its employees.
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Table 10.

Conceptually Clustered Matrix of Factors

S.No. | Main factors and attributes Intensity | Respondents Researcher’s notes

1 Workplace change New technology, changing ratio of graduates to experienced
structural H 1234 employees, and use of a competency-based skills development
omnership H 1234 impacts on training provision.
-technological H 123

2 Market orientation (MO) Sensing and solutioning is mostly done by US employees. Solutions
-information sensing M-H 123 are delivered by Indian project teams.
-information dissemination H 123
-0rganisational response H 12

3 Learning orientation (LO) Evidence of critical thinking is present at solutions stage—but
-commitment o learning H 123 mostly in the US. Strong training infrastructure.
-open-mindedness M 1234
-shared organisational vision H 1234

4 Quality management systems (QMS) Strong internal quality standards and processes. All processes
- Commitment & sharing information H 123 documented and mapped on the CMM framework
-continuous improvement H 13
-teamwork M-H 12

5 Employee turnover H 123 Varies with business lines and competency areas.

0 Enterprise size, complexity and HH& | land3 Extremely large and complex organisation; posting high growth
ownership MNC rates in revenues and employee numbers for the last 4 years; diverse

portfolio, caters to numerous verticals and domains.
7 Temporal dimension M-L 1234 Apart from the use of clients” proprietary tools, new projects or
project enhancement have limited impact on training,

8 Geographical dimension L land2 Minimal training impact on work from different geographical areas.

9 Strategic HRM approach and workforce Strong competency-based skills development and performance
composition management. [t also supports career development needs. Increasing
rewrds and performance menagementsystems | H Land3 reliance on freshers and its learning and development infrastructure.
-career planning H 123
-recruitment skills level & operating roles; and | H 123
-use of non-standard employment L land3

Legend: H =High; M=Medium; L=Low; N=Nil
Discussion

It follows from the above analysis that various factors shape the nature and extent of

training provision. Organisation E has medium to high MO and LO, and strong QMS.
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LO, MO and QMS work synergistically in framing appropriate operational and training
responses. The inability to develop a high LO is partly due to the nature of work that it
receives from its parent organisation and partly due to the highly structured work
organisation. Highly structured work organisation and business processes are enabled by
its strong quality management capabilities. The limited opportunity to challenge project
specifications that is affecting the development of its LO. Thus, much of the training and
development focuses on incremental and adaptive learning (Baker & Sinkula, 2002) or
single-loop learning (Argyris & Schon, 1978). Strong MO and QMS are strengthening the
development of its client-specific capabilities.

Owing to similarities present in a captive offshore business model, the overall demand for
the nature and extent of training should decrease (Bartel & Lichtenberg, 1987). However,
technological changes, expansion in its business lines and IT competencies, changing
workforce composition, and high employee turnover continue to have a positive impact
on the nature and extent of training provided. In terms of the temporal dimension of
projects, training provision is effected with the use of proprietary tools and applications

by clients and a move to new versions of products in the packaged applications area.

Conclusion

With increasing costs in factor markets, Organisation E has to manage its human
resources costs, which form a significant proportion of its service delivery costs.
Competition in factor markets intensifies as more global IT majors expand or set up their
operations in India, not only to tap into the cost arbitrage, but also to compete in product
markets globally (using India as one of their development bases). The case study also
points to the inadequacies in the Indian engineering curriculum and the pressure the
educational system is under to produce an increasing number of readily employable

graduate engineer trainees.
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CHAPTER 5.6

ORGANISATION F

About Organisation F

Established more than two decades ago, Organisation F is an extremely large, Indian-
owned, multi-billion-dollar IT organisation employing about 40,000 staff at the time of
this study (2005—-06). Organisation F has diverse business lines and is organised around
the industries and locations that it services. For example, it provides end-to-end business
and technology solutions to the following geographical areas in a range of industry
sectors: North America, EMEA (Europe, the Middle East and Africa), and Asia-Pacific.
Mainly a third-party service provider, Organisation F offers solutions to numerous
industry sectors, such as the automobile industry, aerospace and defence, banking and
capital markets, education, financial services, health services, hospitality, insurance,

logistics, manufacturing, retail, telecommunications, and utilities.

Within the above industries, it provides technology and business solutions in the
following areas: consulting, applications services, product engineering, custom software
development, application and technology maintenance, re-engineering, testing and
validation services, IT infrastructure management, and ITeS/BPO services. These areas
are further split into sub-specialisations and vary in their nature and extent according to
their industry and geography. For example, in the retail industry, the organisation caters
to two market segments: grocery and pharmacy. In these market segments, it offers, for
example, logistics, data management, performance management, merchandising, sales,
application management services, supply chain services, RFID, and packaged application
services. Further, within packaged application services, it offers, for example, human
capital management services, which focus on HR consulting, HR technology, and

outsourcing solutions.

As part of an embedded case study design strategy, this case study provides insights
about Organisation F’s two business units—one specialising in product engineering
services for the telecommunications sector and the other a software product developed for

the banking sector.
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Organisation Structure and Processes

Organisation F’s above-mentioned industries and specialisations are supported by
enabling functions such as HR, marketing, training, quality and sales. For each
geographical market and industry sector, Organisation F has independent business units
(IBUs). A typical IBU is headed by a delivery head and is supported by senior consulting
and client engagement managers. The majority of its business is from repeat customers,
although, as part of its business strategy, business development teams are continuously
focusing on developing new customer accounts in existing verticals (industries) and

specialisation areas.

In the last few years, Organisation F has restructured from a functional organisational
structure to an industry or vertical-based structure. Expanding its operations in certain
industry sectors allows Organisation F to develop deeper industry and domain-specific
knowledge of those industries’ competitive environment. Organisation F is a highly
process-oriented firm and work is organised around specific role groupings. Out of a total
of about 300 distinct roles within the organisation, the delivery group employs the most
people. For example, one role—software engineering—has close to 15,000 employees.
Other role groupings are smaller and include the client—facing groups (4050 roles),

consulting, enabling, and solutions groups.

Business Processes, Strategy, and Work Organisation

Being highly process-focused is critical in a third-party global delivery services model, as
it enables higher levels of service predictability and better project management.
Organisation F is one of the early adopters of a range of quality management frameworks
employed by the Indian IT industry. In the early 1990s, Organisation F secured the ISO
9000 certification, and later it adopted the Malcolm Baldridge National Quality Award
framework for improving its organisational management processes. Subsequently, it
secured Carnegie Mellon University’s the Software Engineering Institute-Capability
Maturity Model (SEI-CMM) and CMMI (Integrated) Level 5 certifications to improve its
software development and delivery process capabilities. For improving its cross-
functional process mapping and process capabilities, Organisation F further invested in

Six Sigma methodologies.
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Considering the compounded annual growth rates of 30—40% in revenues and employee
numbers, adoption of the above QMS enable predictable software development and
effective management of its business processes. From the early 1990s until the present, to
support its growth plans and the resultant changes in its skills profile in the IT labour
market, Organisation F made sustained investments in the development of a large internal

technical training and management development infrastructure.

Owing to the increasing competition for skills in factor markets, Organisation F annually
analyses and forecasts the skill sets it needs. High rate of skills obsolescence sets and the
rising costs of skilled labour have necessitated its sustained investment in its training
infrastructure. Some senior managers view that because it is not a zero sum game in
terms of the market potential of its services and owing to its current long-term contracts
with existing customers, Organisation F is committed to developing a strategy for
managing rising labour costs, upskilling employees in new technology areas, and
supporting employees’ career aspirations and retention. Its business strategy focuses more
on the “make” versus “buy” HR decision. A senior learning and development manager

explained:

[The] business model is saying how do you leverage? Because, the cost structure ... at the
lower level you have to manage the cost structure.... So, for instance, the competing
company might have people with 5 years experience doing a particular job ...here, we may
be [having] somebody with 2 years experience. So, it’s the business model which says that
leverage the resources as well as you can and provide the necessary support so the driver is
the business model.... The strategy really is managing the cost structure, but in order to
make it work you have to invest. And so investment is also good for us and there is fast
growth for people. So, people appreciate that kind of responsibility, that I can get to [a role]

in 5 years; or, if I can get to [a role] in 2 years and with necessary support, then people are

happy.

The development of a strong training infrastructure enabled Organisation F to recruit an
increasing number of engineering graduates from campus and to train them in a range of
technology competencies. It is worth adding that most new engineering graduates have no
work experience; most enrol for a four-year engineering degree soon after finishing 14
years of compulsory schooling. The focus of learning at Organisation F is not just on
building internal technology-training capabilities, but also on containing the employee
costs associated with hiring experienced employees from a tight labour market to

undertake entry level software development roles.
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Nature and Extent of Training

The nature and extent of training provision have become complex since Organisation F’s
organic growth and its move to a global business delivery model. Organisation F’s
training can be broadly grouped into four areas: technical, behavioural, process (quality)
and domain training. Technical training constitutes the largest volume of training.
Organisation F provides three and a half months, or 15 weeks, of technical training to its
engineering graduates. Based on its human resource planning forecasts, it trains new hires
in a range of technology areas. Most (85-90%) of the training provided is technical in
nature and delivered using its internal training infrastructure. Behavioural training (10—

15%) is mostly sourced internally.

A Bachelor in Engineering completing its 15-week technical training has been evaluated
by independent consultants from the US, to be equivalent to a Bachelor of Science
(Computer Science) degree from a university in the USA. In addition to the above
technical training, Organisation F offers a different stream of training in enterprise
solutions, based on the Enterprise University model in the US, which focuses specifically

on packaged applications such as SAP, PeopleSoft, and Oracle.

Owing to its large and diversified portfolio, Organisation F is able to derive economies of
scale and scope from its training infrastructure. Its high business growth rate is associated
with corresponding growth in employee numbers, which consequently drives its training
volume. For example, its current employee base of 40,000 and an annual growth rate of
40% translate into the recruitment of approximately 16,000 new employees each year.
The average employee attrition rate of 9-10% adds another 4,000 to the above figure. Of
the 16,000 employees to be recruited, about half are recruited from engineering colleges
and the remaining from the external labour market (people with 0-2 years of work
experience). Thus, at the time of this study, the organisation employed between 60—70%
of its workforce with work experience of less than 4 years. Organisation F has forged
strong partnerships with numerous engineering colleges (from where it recruits most of
its graduates) for their curriculum and faculty development. Some optional programmes
have been developed to further the employability of students enrolled at these colleges.
The above approach also reduces the training time and costs for those students who

successfully complete these optional programmes and Organisation F’s selection tests.
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Figure 20. Temporal dimension of training: Changing emphases.

Figure 20 is an attempt to capture Organisation F’s complex and diverse nature of
training. Following entry-level training, employees undergo project-specific training. As
employees are assigned specific roles in the organisation, they are provided with some
role-based training, which focuses on the key role descriptors and the competencies
associated with it. For hiring employees with experience (commonly referred to as
laterals), the organisation provides orientation training, process training, and role-based
training. Although the majority of its training needs are sourced internally, there are a few
areas in behavioural and technical training where Organisation F relies on the expertise of
specialist training providers, such as McKinsey Consulting, and senior faculty from
premier engineering institutes. Organisation’s clients also provide training in their

proprietary tools and applications.

In the last two years, Organisation F has moved away from the paternalistic approach of
taking complete responsibility for employees’ career development and growth to one
which involves a merit-based “certification” programme for assessing employee
knowledge and skills. Under the new approach, employees have to develop and be
certified in role-based competencies. The certification system has internal subject-matter
experts who carry out role-based competency assessments of people seeking to grow in
various roles. This approach encourages employee upskilling and competency
development, and assessment focuses on transfer of learning. Certification is carried out
at three levels, for example, 100, 200 and 300, where 300 is a mastery level in a

competency area. This approach also creates a sense of responsibility and accountability
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for personal development amongst employees; for example, to grow into a project
management role, employees must develop, among other competencies, project cost

estimation skills and project management competence to a requisite level.

Organisation F’s process (quality) training focuses on four main areas: understanding
quality management processes and how they are intertwined at various stages of the
software development lifecycle (SLDC); review and evaluation checkpoints at various
stages of the SLDC; creating multiple artefacts for capturing and configuring various
quality processes at different stages of the SLDC; and creating an understanding of its

quality management processes and tools, and the underlying philosophy.

Domain training focuses on understanding the clients’ business problems and offering
technology or business reengineering solutions. Domain training involves an
understanding of industry-specific and client-specific business problems in unique
geographical contexts. Client-facing and domain competency groups are provided with
detailed training on industry sectors and how they change. Position papers are developed
for various verticals, and points of view about different technology solutions are shared
with those employee groups who are responsible for developing business and technology
solutions. Domain training also focuses on developing consulting skills, client
relationship management, account leadership and management, and contract negotiations.
Organisation F relies on specialist training consulting firms such as McKinsey

Incorporated.

As the case focuses on training in two units, namely, in a product (banking software
product) and project environment (product engineering projects in the telecom sector),
the nature and extent of training within these groups is also explained as follows. In a
product environment, in addition to the 15-week entry-level training, further training is
offered for understanding product functionalities and familiarising with key
terminologies. The team that supports the development and maintenance of this product
needs to be conversant with its programming codes and the customer risks associated
with changing the product functionalities. Few product team members undergo training in

the banking and financial domains.

In the network engineering project, the training focuses on understanding networking

products and networking technologies, and having domain knowledge of the
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telecommunications sector. In addition to the entry-level 15-week training and a further
6-week project-specific training, client-funded training is provided to understand clients’
proprietary tools and applications. The differences between a product and project

environment are summarised by a product manager as follows:

What happens in a services [project] environment is, at the outset of the project itself, you
know what you need. So, from Day 1 ... we ask people to go for a week or 2 weeks training
... and ask them to come back and we also go back to them when we have to fix something,
... what is there ... best way that is possible ... using the best practice guidelines which are
available in that particular language....In a product side of things, we don’t really have any
such window of opportunity. For example, because ... this is what we really need—a
product—but the finer details are at a very in-depth level. Because ...we have so many
functionalities available ...so all five guys have to learn about it from the scratch. And it’s
not one line of code; we have 10,000 lines of programming code, like that ... so, you have
to dig around and look for it and create it.... So, once you do two or three times, then only

you will know where things are fitting.

Analysis of Factors Influencing Provision of Training

Workplace Change

Organisation F has witnessed four workplace changes. First, its structural change from a
functional to an industry- and geography-based structure has resulted in capability
development in the industry sectors and domains where it provides services. Growth by
industry sector has also resulted in expansion to, for example, the ITeS/BPO and business

consulting IBUs.

The second change is Organisation F’s move to a role-based organisation. Consequently,
a mandated set of competencies have been developed for each role. Third, its global
delivery business model, which has now become mainstream, has resulted in intense
competition in both factor and product markets. As result, large organisations such as
Organisation F have to focus on developing a sustained supply of skilled human resources
and putting in place HR strategies to retain them. Finally, its recent move to certify skills
and competencies has increased the formalisation of training, evaluation, and contributed
to high volume of training associated with role-based competencies to meet the career

aspirations of employees.
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Quality Management Systems (QMS)

Organisation F’s high level of quality management capabilities is evident through its
investment in ISO, CMMI Level 5, Malcolm Baldridge accreditations, and Six Sigma
methodologies. The above frameworks focus on providing defect-free and predictable
software services at competitive costs and building process maturity. These frameworks
also strengthen its role-based competency mapping and process definitions for each role.
The organisation has established a set of best practices for software development at
various stages of the software development lifecycle. Its QMS processes are applied
during contract negotiations and business requirement specifications stage to incorporate
clients’ unique needs. The differences between Organisation F’s QMS and other
organisational capabilities and its clients’ capabilities offers Organisation F an
opportunity to influence its clients’ strategic milieu. Consequently, it helps in securing
more business or better service delivery rates (Banerjee, 2004). Organisation F’s senior

quality manager noted:

See, Organisation F is a very high maturity organisation, and most of our clients are not
reaching that level of maturity in terms of processes. Their business maturity is definitely
there, but [they] are weak in their software process maturity.... Most of the times we are far
ahead of the client. So, we try to map. If there is an extra requirement in terms of
documentation or reports, then we try to customise it according to the client needs.... So, if
there is a specific requirement of mapping and training, then this [quality] group will take

care.

The cost of implementing quality is very high and impacts service performance and

training costs significantly. A senior quality manager stated:

The cost of quality in an IT industry is very high and, unbelievably, around 35-40%. The
cost typically comprises three aspects: one is the prevention cost, second is the appraisal
cost, and third is the premium cost. Prevention cost would typically look at something like
training..... Appraisal cost is when we redo; when we detect defects ... reworking happens
during the development of the software. Third [premium cost] is after we shipped the
software and the customers find the defect or during customer testing.... Those kind of costs
are extremely high to absorb, so if you look at the breakup of these ... the majority

portion—of [about] 35%—would be appraisal.

Use of quality management processes and a team-based structure allows for better control

of workflow and, enables software development work to progress in a structured and

187



predictable manner. QMS focuses on process improvement and productivity gains by
sharing established processes as per CMMI Level 5 requirements. These processes infuse
process discipline in its young and relatively inexperienced workforce. Process discipline
is implemented by allocating quality management resources to service delivery units.
These quality resources not only ensure process compliance, but also develop quantitative

metrics at various stages of the project. A quality manager clarified:

We are involved at the proposal stage, to tell of quality and look at specific quality
requirements in a project, and how they are going to handle quality requirements. We are

involved in developing metrics for various levels of performance of the project.

The above views point towards the linkages between a firm’s QMS and MO. In both
product and project environments, there was evidence of continuous improvement efforts.
The nature and extent of such improvements varied and were influenced partly by the
risks associated with such improvements and the degree of clients’ willingness to accept
the change. QMS enable a structured way of sharing metrics and implementing
continuous improvement, and act as a catalyst for developing a firm’s LO ability,
especially its ability to challenge its current theory-in-use (Argyris & Schon, 1978). The

following section explains its MO and LO capabilities.

Market Orientation

Overall, Organisation F has high levels of MO. Organisation F’s sales and client
engagement groups are responsible for developing new client accounts through its market
intelligence reports and domain expertise. When a new client account is added to its
portfolio, the sales team hands over the account to the client engagement team for full
account leadership and relationship management (after about 12—18 months of managing
the account). The focus shifts from sales to holistic client problem solving. Thus, the
organisation’s client-facing employees are provided with specialist sales and domain-
specific training from external training consultants. The client-facing groups also receive

informal coaching and mentoring to develop their business consulting and solutioning

skills.

Organisation F’s sales team senses client information through RFI and RFP (requests for
information and proposals) from new and existing clients, market intelligence reports, and

general business and technology trends. Information dissemination occurs at various
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levels. First, the business and technology solutions teams and client-facing groups
disseminate information to the delivery teams, wherein all specifications related to the
project are shared with respective delivery groups. Second, at a domain level, delivery
groups disseminate knowledge about client experiences, testimonials and common

problems when dealing with specific business and technology requirements.

This information exchange is formal and documented as best practices, but there are other
informal forums for sharing information. At a client account level, the team shares
common issues and develops a better understanding of the clients’ business model to
propose specific responses and solutions using established metrics and QMS processes.
The extent to which such information is sensed and disseminated from clients has an
impact on the nature and extent of training, more so in the services environment and, to a

lesser extent in product environment. One project manager observed:

There are client-specific processes ... we have that and, typically, that is done by people in
the client group itself. You take your client like ... Bank of America or whatever, so we
have quite a few people who are already working with those clients. So, in those cases they
would train.... Even ... coding standards, for instance, the way you code for one client, they
would have their own internal standards and that has to be understood.... Most of the time,
the client would do the first round of training for these people. There is a knowledge
transfer if you are working with a client. Then, whatever practices they have, they train you
on that. There is a boot camp and they train you on that.... That’s done as a routine thing. It

is quite standard.

On the contrary, in a product environment, the training is for the client where the
application is to be installed and or supported. The development and maintenance teams
are highly skilled and experienced through continuously working on a single product. The
nature of knowledge about the product is tacit and internalised. It cannot be formally
disseminated to the team members. Although there is initial formal training and
structured directories and programme codes available for team members, nevertheless,
there is a strong focus on informal learning, especially by “learning by doing” and

“finding it out for yourself”.

Learning Orientation

Overall, Organisation F has medium to high levels of LO. There is no doubt a strong
commitment to learning is evident through its elaborate learning and development
infrastructure and programmes offered. Given its industry and geography-based structure,
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information sharing is strong in the project environment, where the domain- and
technology-specific forums are used for sharing best practices. However, in a product
environment, there are no formal mechanisms for sharing learning. Learning is mostly
informal and incidental in nature (Watkins & Marsick, 1989), and employees learn in

their own time through product dictionaries, indexed materials, and team members.

Different approaches are evident in product and project environments with respect to
challenging clients’ assumptions and critical thinking. In a project environment, teams
have to work to pre-determined solutions. Open-mindedness is possible at the early stages
of business requirements specification and negotiations. Later, there is limited latitude in
terms of what is to be developed and how. Software development at Organisation F
follows clearly defined and mapped processes and uses its QMS templates of best
practices for implementing process improvements. Its quality management systems

enable the implementation of such structured and process-focused software development.

In a product environment, although there are well-documented processes for writing
codes and documenting them, employees are encouraged to consider continuous
improvement and reduce product complexity. Product innovation is evident, albeit to a

limited extent. A product manager noted:

See, innovation needs chaos; that is not acceptable! What we say is that innovation needs
planned chaos. Planned increments or planned steps.... Innovation has to happen and
innovation has to be thought through. See, we are dealing with real clients for whom we
have to supply real products and services. By saying that [ am innovative and then there is a
huge risk of impacting a particular client, I don’t think that any company would support
that.... If I am saying that I am going to develop a tool which is going to improve something
or reduce the process time or risk or increase the productivity, then consider that. But
innovation does not mean that we will do whatever we want.... It’s about how doing this
will make it better. It can be radical, but that is fine as long as you understand the risks

involved.

Employee Turnover

Organisation F has lower than average industry employee attrition rates, ranging between
9 and 11% per annum. The bulk of its employee resignations are by employees with 4—6
years of experience, as there is a strong demand for experienced IT professionals,

especially those who have worked at Organisation F. “Organisation F brand” commands a
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premium in the external labour market. There is also some turnover at entry level,
resulting either from a mismatch between expectations and compensation offered or the
intention to pursue higher education. Owing to its large employee base, even 9% annual

employee attrition rate translates into a higher volume of training provision.

Enterprise Size, Complexity, and Ownership

Organisation F’s organic growth rate in employee numbers and business domains, and
increasing service complexity have had a positive impact on the nature and extent of
training provision. One HR manager confirmed: “The business model has become more
complex. So what’s it means is that you have to keep providing the training.” Indian
ownership per se does not have any significant impact on the provision of training;
instead, it is the business model of managing costs and its increasing business

complexity, which has had a profound impact on investment in training.

Temporal Dimension of Products and Projects

Further analysis suggests that at different times in a project or product’s life cycle, the
nature and extent of training required changes. In a project, the training volume and
diversity is high at the start. Project-specific training is provided to all new employees,
especially when the project is in a new domain or from a new client. A project manager

(Network Engineering—Telecom) commented:

Say one domain to another.... OK, I mean customer-specific training is also required ... if |
go from Nortel to Lucent the domain was same—it was telecom domain. But, the
architecture of that software and the hardware architecture ... the capacity, how you
quantify, how you test those systems—test tools which are used to test the systems—those
things are more or less different. ... They [clients] are the guys who know. They have the
expertise in the area and provide us training.... It is not where we would say [we] have a
standard Organisation F infrastructure.... I mean, we didn’t per se pursue domain training
... technology training or the platform training because those are some things which we
know that it will take us a long time [to] get through. We need to have customer equipments

here.

On the contrary, in a product development environment, training needs are low in the
initial stages of product development as the core development team is coding and

developing the product functionality. The development team follows an informal and
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iterative cycle of developing the product. Initially, there is no formal training necessary,
except maybe to familiarise a new employee with the technology used by the application.
The need for training increases subsequently, when the product is released. Product
version change, whether minor or major, results in additional training volume. Training is
needed for the remaining product team members and the clients using the application.
Clients’ customisation requests do not have any impact on training needs because the

product development team is conversant with the code.

Ongoing role-based career development demands investment in training for supporting
the development of role-specific competencies. For employees to advance to different
roles, they need different sets of training—from technical to business and behavioural
skills development. For example, senior client-facing groups undergo customer

relationship management and diplomacy skills training.

Strategic HRM Approach, Skills Level, and Workforce Composition

Organisation F shows strong evidence of a strategic approach to managing its human
resources and skills development. While most (80-85%) of its workforce skills
requirements can be forecasted owing to its long-term contracts with repeat customers
and its understanding of where future business growth will come from, some (15-20%)

just-in-time hiring cannot be ruled out.

Organisation F’s learning and development strategy typifies a “make” instead of a “buy”
decision. The focus is on managing costs and ensuring a sustained supply of IT
professionals. The above approach is reflected in its recruitment and selection strategies
(of recent college graduates and people with 0-2 years of work experience) and the
nature of employment (mostly [96%] full-time permanent, with limited reliance on non-
standard forms of employment). Based on its learning and development facility’s
capability to train graduates with a certain level of academic achievement and
performance on the entry test, it has a fairly low selection ratio. Depending on the
institution, the cut-off percentage and test scores are modified, so as to get, as far as
possible, a uniform cohort of trainable employees. To support the career development
needs of its staff and to retain talent, Organisation F follows a role-based competency

development approach.
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Specific Impact of Factors on Nature and Extent of Training

The following section provides an analysis of how various factors affect the nature
(externalisation, diversity, transferability, and formalisation) and extent (volume) of
training. Following Miles and Huberman (1994), a conceptually clustered matrix is
developed. The conceptually clustered matrix offers a snapshot of the intensity and

direction of the different factors (see Table 11) and includes notes from the researcher.

Extent of Training

Most training volume is driven by Organisation F’s business strategy of managing its cost
structure by having a high percentage (60—70%) of new hires (people with 0—4 years of
experience) in its workforce. Training volume is also affected by organisational change,
employee turnover and the organisation’s growth in size and diversification to new
business lines. The temporal dimension of a project’s life cycle on training volume has a
limited impact, provided the technology and domain remains constant. Common
exceptions include the use of clients’ proprietary tools and applications or, in a product
environment, the launch of a new product version. The application of QMS impacts
significantly on process training, and the use of quality management tools and best

practice guidelines impacts significantly on the volume and diversity of training.

Nature of Training

Business complexity, service diversity, QMS, and organisation Size impact on the
diversity of training outcomes. Formalisation and diversity of training are influenced by
the use of its quality management tools, organisational change to a role-based
competency certification for career development, and implementation of other mandated
training requirements under various quality frameworks. Organisation F has limited
reliance on external training providers; only specialist training is outsourced. Most
training is technical in nature and the need for behavioural training increases for roles

with higher responsibility.
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Table 11.

Conceptually Clustered Matrix of Factors

S.No. Main factors and attributes Intensity Respondents | Researcher’s notes

1 Workplace change New technology, ratio of new hires to experienced
structural M 1346 employees, and use of role-based competency development.
-ownership H 13,6
-technological M 123456

2 Market orientation (MO) Sensing and solutioning mostly done by client-facing groups
-information sensing 0 1346 in different verticals. Solutions are developed and passed on
-information dissemination H 1346 to delivery teams.
-organisational response H 23456

3 Learning orientation (LO) Evidence of open-mindedness is present but to a limited
-commitment to learning H 1346 extent. Strong focus on solutions delivery and internal
-open-mindedness M-H 12456 process improvements.
-shared organisational vision H 1,256

4 Quality management systems (QMS) Well-developed internal quality standards and processes. All
- Commitment & sharing information H 123456 processes documented and mapped according to its quality
-continuous improvement H 12456 management frameorks.
-teamwork M-H 1245

5 Employee turnover HtoM-L 1236 Varies with business lines and competency areas.

6 Enterprise size, complexity and H,Hand 12456 Extremely large and complex organisation; high growth
ownership Tndian rates of employee numbers.

7 Temporal dimension M-H 256 Apart from the use of clients’ proprietary tools, new projects

or project enhancement have a limited impact on training,
8 Geographical dimension L 256 Minimal training impact as competency development is
mostly offshore and technology cuts across borders.

9 Strategic HRM approach and workforce Strong role-based competency development to support
composition career development needs. Strong reliance on new hires and
-rewards and performance management systems | H land3 usc o s leaming and development infrastrucre,
-career planning H 123,56
-recruitment skills level & operating roles; and H 123,56
-use of non-standard employment L 12,6

Legend: H =High; M=Medium; L=Low; N=Nil

Discussion

Organisation F’s high software development process maturity is due to its strong quality

management capabilities and experience on process improvisations. Organisation F has

medium to high LO, which is stronger for its product division (planned innovation) and
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relatively less developed for its project division (predetermined solutions for service
delivery). The less developed LO in services does not indicate a lack of ability to
challenge clients’ assumptions, but a lack of opportunity from clients and the typical

nature of work received.

Its medium to high MO is well developed for its project (services) division (owing to
tight project management and the strong customer relationship capabilities developed
through repeated interactions with existing clients) and is relatively less developed for its
product division (owing to a product superiority mindset). Its’ MO and LO, together with
its strong quality management capabilities, enable systematic responses to project

delivery and learning needs.

Thus, the resultant learning from its training and development programmes results more
in incremental and adaptive or single—loop learning, and to a limited extent in double-
loop learning (Argyris & Schon, 1978; Baker & Sinkula, 2002). Although repeat business
enables the development of client-specific capabilities, Organisation F’s reorganisation
requires development of industry-specific domain expertise, critical for engaging in
higher-level learning and service delivery. Its highly differentiated business model,
workforce composition, strong learning and development infrastructure promotes a
developmental approach to managing its human resources (Ashton & Sung, 2006; Boxall,

2003).

Conclusion

This case provides an understanding of how a large ITSS organisation leverages its
learning and development and QMS infrastructure to overcome competition in factor
markets, maintain its cost advantage, and offer highly differentiated services at the same
time. The case also points to the inadequacies in the engineering educational curriculum,
and the role QMS play in infusing process discipline into software development and
business processes, to enable the implementation of large-scale people management
strategies for a relatively young and inexperienced workforce. Finally, the case
demonstrates how high process maturity, industry-specific domain knowledge, and
technology capabilities can be leveraged to deliver sustained levels of performance and

growth.
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CHAPTER 5.7

ORGANISATION G

About Organisation G

Organisation G is an offshore development centre (ODC), wholly owned by a large US-
based semiconductor organisation manufacturing microprocessor products. Organisation
G’s US parent set up the Indian ODC in 1999. At the time of the study (January, 2006), it
employed 2,700 employees. Organisation G’s parent firm has been a market leader in the
microprocessor market for nearly four decades and has a strong portfolio of
microprocessor and related products. The Indian facility is a research and development

(R&D) and design centre and is organised around four key technology groups:

e mobility solutions
o digital enterprise solutions
e software solutions

e internal solutions technology.

The number in each of the above groups varies according to the yearly work plans rolled
out from the US, the ODC’s competencies, and the nature of R&D and design work to be
undertaken. The above technical groups comprise about 85% of its workforce. Sales and
marketing constitute another 10% of its workforce. They are tasked with selling
Organisation G brand products to a range of industry sectors in India, such as telecom,
computer hardware, and computer software development. The remaining 5% of the
workforce is in enabling and support functions, such as HR, legal, finance, and corporate

services. This case study focuses on mobility and software solutions groups.

Organisation Structure and Processes

Organisation G follows its global work structure, whereby each business unit has two
business heads for ensuring business continuity planning. Each group head reports to the
country head, and the group’s regional head. For example, Organisation G’s HR head

reports to India’s country manager and the Asia—Pacific head of HR.
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To support the above groups and implement its global work culture, Organisation G
closely follows its global set of values and behaviours. Its global values (customer
orientation, discipline, quality, risk taking, great place to work, and results orientation)
and work behaviours (assumed responsibility, achievement awards, constructive
confrontation, community responsibility, continuous improvement, copy exactly, disagree
and commit, measurement focus, meritocracy, and effective meetings) help to reinforce
the parent organisation’s work culture at Organisation G. Some of these values and

behaviours were observable during the field visit.

Business Processes, Strategy, and Work Organisation

Workflow is determined by the long-range strategic planning cycle in the US. The
product development cycle follows on from the planning cycle, and annual and quarterly
targets are determined for Organisation G to deliver. New product development normally
takes between 12 and 18 months. Thus, quarterly targets are set for each stage of product
codevelopment. In some cases, the entire product is developed by the Indian ODC. In
most other cases, there is collaborative codevelopment between the ODC and one or
more global sites. Product development is managed by what Organisation G calls an
“embo” approach (MBO-management by objectives), wherein development targets and

metrics are captured and reported at the end of each quarter.

Detailed level of planning and scheduling ensures predictability and tight monitoring of
targets for each quarter. Keeping in mind the core competencies of Organisation G’s
work site, codevelopment plans are developed between various sites and Organisation G.

One of the core competencies identified for the Indian ODC is validation services.

Being a market leader for nearly four decades, the US parent organisation has well-
developed channels for sensing information through its market intelligence reports and
customer feedback. The US parent organisation has for a long time followed a time-
pacing strategy of product development. Such a strategy involves developing highly
granulised performance metrics based on time and synchronising the launch of new
products in a manner that enables smooth transition from one product to another. Owing
to the market leadership that it enjoys, Organisation G has been able to determine and

define its competitive landscape by a phased introduction of higher end versions of
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microprocessors and other products. However, its technology leadership is now being

questioned by its customers’ changing needs. One training manager noted:

We have to be more customer-focused. Earlier we didn’t want what they [customers]
wanted. Earlier, you wanted 500 megahertz; we gave you 600 megahertz in 18 months. I
think people who need to buy ... now clock speed is irrelevant.... Certainly, customers do
not find sufficient usage from the product, so now people are looking for applications where
it can be used. We need to define a platform for it; this is what Organisation G will do in
future.... We are trying to work on new architectures and platforms relevant to the market,
which means, up till now, we were focusing on clock speed and ... Moore’s law prevailed.
But now Moore’s law is not important, microprocessor speed is not important, but what
customers need is. So, the technology—excellence focus is being shifted to customer

requirement focus, which is a paradigm shift.

In the US, as part of its people management strategy, a significant proportion (about
70%) of its workforce comprises recent college graduates (RCGs), which allows it to

manage its labour costs. One HR manager noted:

There is a certain amount of slack built into the resourcing model to allow for the training
and downtime. The productivity of Organisation G [parent] is relatively less than XXX [its
nearest competitor]. For example, they [the competitor] will have about 300 people working
on a processor, Organisation G will have about 150, and their average years of experience
will be 67 as compared to Organisation G’s 2-2.5 (years). This slack is built into the
costing. It’s a leader and follower strategy.... It’s a very carefully thought-out strategy. If
you are leading the technology, then you are not competing against somebody; you are not
really in a rush to complete a project. You have an immediate head start over your nearest

competitor. This strategy has worked really well for Organisation G globally.

The Indian ODC, on the contrary, employs only 20-25% RCGs in its workforce. Being a
relatively new ODC and having an evolving learning and development infrastructure,
Organisation G had to initially rely more on experienced workers than on RCGs.

However, the mandate now is to increase its percentage of RCGs to the total workforce.

Nature and Extent of Training

Organisation G’s training infrastructure is split into two main groups: training needs
analysis and logistics. While the former focuses on developing training to meet its

business group needs, the latter focuses on logistical arrangements, such as room and
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trainee bookings, promotional materials, and evaluation. Most training is technical in
nature and can be divided into four key areas: integration (induction and orientation),
post-integration, management and leadership development, and organisation

development interventions.

Integration training focuses on understanding Organisation G’s (parent’s) strong work
culture and the processes embedded in its work routines, developed over the last four
decades. Additionally, Organisation G’s site-specific training programmes offer to
accommodate the Indian cultural environment and the specific nature of work the
organisation receives. All RCGs are first assigned buddies to learn Organisation G
culture. Trainees need to familiarise themselves with the use of a highly acronym-centric
language (which was observable during the visit). Subsequently, they undergo business

technical training, which is group-specific.

Post-integration training focuses on project-specific training in each business group.
Additionally, it focuses on developing project management and semi-consulting skills,
developing a global mindset, and developing volunteers to become instructors.
Organisation G has a strong global Voluntary Instructor Programme (VIP), which
focuses on developing internal resources for delivering Organisation G University

courses.

Organisation G University has about 7000 courses available online to all global sites.
Most of the programmes are delivered by local instructors (internal and external) and
with help from US-based subject matter experts (SMEs). There is a strong preference in
the Indian cultural setting to learn in a classroom environment. Consequently,
Organisation G uses mainly external trainers, US SMEs, and course content from
Organisation G University for different types of training. SMEs in specialist areas update
Organisation G University’s content based on their project experience and feedback from
market intelligence reports. Organisation G University is similar to Taylor and Patton’s
(2002) classification of a “polymorphous” university, and the above approach to
leveraging internal learning and development capabilities is consistent with a resource-

based view of the firm (Barney, 1991).

Organisation G’s management and leadership development focuses on developing project

management skills, increasing people management capabilities, stakeholder management,
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and communicating Organisation G values and behaviours. As the Indian ODC is
relatively new, various groups are continuously reorganising themselves to develop a
site-specific (ODC) hierarchy and reflect the global changes in its business groups. Such
reorganisation and contextualisation of key business processes is enabled by the fourth
aspect of training—its organisational development (OD) interventions. While the focus of
OD interventions is mostly on problem solving and improvement of business processes,

some OD interventions do result in training initiatives.

The bulk of the training (80%) provided is technical and utilises internal resources
(Organisation G University course content and subject matter experts from various sites)
and some external trainers. The remaining 20% of training focuses on developing
behavioural, soft skills and management and leadership development, using mostly
internal content and resources. Indian cultural conditions and the ODC’s unique hierarchy
requires contextualisation of some Organisation G University content, utilising a

combination of structured and unstructured learning strategies for delivery.

Integration  Post-integration  Project Management oD
training training & group & leadership interventions
training training
2-4 weeks 4-6 weeks Project/product  Role-dependent Problem
dependent & ongoing dependent

(TIMELINE DEPENDENT ON THE NATURE OF PROJECT AND BUSINESS
GROUP NEEDS)
2006: key focus areas

New hire  Certification, Project &product Mandated &  Problem-based
integration project knowledge role-specific structural &
management development process
interventions

Figure 21. Temporal dimension of training: Changing emphases.

Owing to high project and business group specificity, significant training occurs on the
job and has a strong “learning by doing” component. Figure 21 offers a brief overview of

the temporal dimension of training.
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Analysis of Factors Influencing Provision of Training

Workplace Change

Since its inception in 1999, Organisation G has undergone numerous structural and
business group reorganisations to support its global reorganisation plans and to develop a
site-specific hierarchy, which is based on the ODC’s core competencies. There are two
key transitions taking place within Organisation G. First, there has been a shift in the
centre of activity from the US to regional sites. Earlier, 80% of employees were based in
the US; now this figure has reduced to 50%, which has had an impact on integration

training and has led to the emergence of site-specific programmes.

The second change is a move from its reliance on Microsoft applications and a personal
computer market to opportunities in consumer durable and mobility goods, thus requiring
the development of a new set of technical competencies. Additionally, and more
significantly, the organisation is trying to reinvent its structures and processes to move
from a strong product mindset to platformisation. A training and development manager

noted that such a change will have various effects.

In fact, I just came from a meeting a few months ago where we had given 70 million dollars
flat and asked what is it that Organisation G needs to do differently. We are still trying to
work that out. We will have to see [what] competencies that we had earlier that are not

adequate now. We need something more now.

The above move will require a change from a strong product mindset (resulting from its
product superiority and market leadership) to meeting customers’ explicit and latent
needs. Training will have a major role to play in developing strong customer orientation

and aligning its business and technology processes to the above change.

Quality Management Systems (QMS)

Organisation G does not have any formal quality management accreditation, but over the
last four decades has developed its own internal quality standards. Organisation G’s
values (quality and results orientation) and behaviours (copy exactly, continuous
improvement, and measurement) typify TQM content and promote the development of its

unique quality management metrics, standards, and culture. The role of Organisation G’s
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QMS is to understand, document, define, measure, improve, and assess various processes.
Organisation G has highly detailed and defined process metrics and standards for both
mobility and software business groups. High levels of customisation and firm specificity
in its processes can be viewed as a source of its competitive advantage (Barney, 1991).

One HR manager commented:

The tools and standards are so customised to Organisation G that they may not be usable for
other companies in microprocessor technologies. [The] level of customisation is
exceptionally high. For example, Organisation G was using PeopleSoft’s Version 7. When
they wanted to move to the next version, Organisation G asked for close to 15,000
customisation requests [so] that it became unviable for PeopleSoft to deliver the
customisations to Organisation G. You can imagine what happens in the product
development space. That is how the hiring strategy works—[the] right qualification,

aptitude and skills, and then they mould them into Organisation G-specific requirements.

Organisation G’s QMS focus on standardisation and improving productivity. Its quality

manager observed:

Basically we have to improve the bottom line, like focusing on cutting costs! Now, the
improvement in the cost is the basic requirement. Whatever you do, if the cost does not
reduce it doesn’t make sense.... And to do that, we come from a process angle.
Establishing the process, check how many defects are coming, improve the process ... so

that the defects get reduced. Once the defects get reduced, cost is reduced.

The above points illustrate that QMS enable the implementation of differentiation and

cost leadership strategies.

Market Orientation

Organisation G’s business development and customer information sensing systems are
based in the US. End-user interaction is at a high level, and even the architecture and
R&D people in the US do not have direct customer interaction. However, owing to its
strong process orientation and established internal performance standards, its information
sensing and dissemination ability is strong. Its strong product leadership mindset prevents
it from developing a high level of MO. This is gradually changing, but it is still to be seen

how it frames its technological and business process responses to meet customers’ needs.
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Its response abilities at a site level are largely dependent on strategic planning in the US.
In a codevelopment environment, based on information sensed and disseminated and
resource mapping, skills development budgets for various projects are determined
collaboratively and responses are framed. Despite the strong top-down planning culture,
the Indian site has influence on what can be delivered, as there is limited bandwidth of

microprocessor-specific skill sets in the Indian labour market.

Learning Orientation

Organisation G has very strong LO. Its strong LO levels are evident in its extensive
commitment to learning and development infrastructure, a strong culture of supporting
learning. Organisation G also has numerous sites, business groups, and organisational
forums for information sharing and developing a shared understanding of key
performance metrics for each business group. Additionally, its business values (risk
taking and quality) and behaviours (disagree and commit and constructive confrontation)
create an environment conducive to product innovation and open-mindedness. At the time
of the visit, employee innovations were observable, as they were well displayed through
dashboards and online communication sites. Organisation G’s quarterly planning cycles,
matrix structure, and regional and site reporting relationships ensure constant review and

information sharing within and across the organisation.

The extent to which Organisation G can challenge clients’ assumptions is dependent on
the nature of the projects it receives and the extent to which collaborative codevelopment
plans are agreed. If the Indian ODC is leading the project, there is significant scope for
critical assessment at the early stages of the project. However, in codevelopment, where
other sites take a lead, Organisation G receives pre-determined work plans with tight time
schedules, work specifications, and delivery metrics based on long-established quality
process standards and benchmarks. Such projects do not offer enough opportunities for

engaging in higher level learning, except in improving the internal productivities.

Employee Turnover

Organisation G has a lower than average annual employee turnover rate, at 15%. In the
mobility group it is as low as 8%, partly owing to a relatively small external market for
such specialist skill sets. The employee turnover is less in the 02 years work experience
group, higher in 2.5-3 years experience group and highest in the 5-6 years work
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experience group. The above attrition rate is a reflection of the premium the external
labour market offers to a specific set of skills and work experience. The above attrition

rates do not significantly affect the volume and diversity of training.

Enterprise Size, Complexity, and Ownership

High-end computing technologies, the associated high-end nature of skills needed for the
job, and inadequacies in the Indian educational curriculum for the semiconductor industry
necessitate highly focused investment in technical training. Organisation G’s ethnocentric
approach to managing its culture and recruitment strategy impacts variously on the nature
and extent of training. The strong organisational culture of Organisation G’s parent
requires higher investment in training in the integration programme for the new hires.
The focused recruitment strategy (of recruiting more IT professionals with experience)
reduces, to some extent, the diversity and volume of training. However, with its recent
mandate to gradually increase its current workforce composition of recent college
graduates (to levels comparable with those in the US), the organisation is likely to invest
more in the nature and extent of training through its employee integration and post—

integration programmes.

Temporal Dimension of Projects

In a product codevelopment environment, the volume and diversity of training are
affected by the nature of the codevelopment work received. In most cases, the volume of

training is high when the project starts, but then it tapers off. A training manager noted:

But there is a lot of training whenever there is a new project that’s been given here. The
person who will be there [from the US] will come down here [to India] and offshoring the

project will require that additional bit of training.

However, when the Indian ODC takes a lead in product development, the demand for
training is low because the core product development team learns through the project
experience of key personnel from the US, and during product development itself a lot of
learning-by-doing happens. Subsequently, the training needs for the rest of the
development team increase. The training volume and diversity for the development team

also increase if a major product enhancement is released.
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Strategic HRM Approach, Skills Level, and Workforce Composition

High-level people management plans cascade down from centralised annual strategic
planning in the US. Organisation G’s performance management systems follow an MBO
approach, with well-established metrics for measuring performance. Because the Indian
ODC’s learning and development infrastructure is still evolving and to ramp up its R&D
and design centre operations, Organisation G decided to initially recruit experienced
employees from the external labour market. However, the US now has the expectation
that at any given time RCGs should comprise at least 30% of the workforce in India, to

help manage employee costs and reduce employee turnover rates.

The above change requires constant improvisation and development of the integration
and post-integration programmes. However, the expectation of increasing RCGs is
problematic for the Indian ODC for two reasons. First, it does not have a highly
experienced resource pool to train for a 6-month integration programme. Second, there is
a small percentage of engineering graduates who are suitable for working in

semiconductor industry. One recruitment manager commented:

No, we haven’t seen value lately and, like I said, we don’t have [an] integrated course for
them to come here and do a programme. We don’t have a long-term integration programme,
so we can’t afford to take people with backgrounds that don’t really match. Because we
don’t have the bandwidth to invest in getting them to learn the basics of the role, we expect
them to come with some basics. .... If they don’t have the basics, if they are coming from a
B-Tech in textiles from IIT [Indian Institute of Technology], then they are not relevant to
us. We’d rather go to a local college and hire a computer science person ...or Electrical,

Electronics and Telecom, who has the basic grounding.

Specific Impact of Factors on Nature and Extent of Training

The following section provides an analysis of how various factors affect the nature
(externalisation, diversity, transferability and formalisation) and extent (volume) of
training. Following Miles and Huberman (1994), a conceptually clustered matrix was first
developed. The conceptually clustered matrix offers a snapshot of the intensity and
direction of different factors with notes from the researcher (see Table 12). Subsequently,
explanatory maps were developed to distil the impact of key factors on the nature and

extent of training.
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Table 12.
Conceptually Clustered Matrix of Factors

S.No. Main factors and attributes Intensity Respondents | Researcher’s notes

1 Workplace change New technology, platformisation, and strong work culture.
-structural H 2345
-ownership H 2345
-technological H 2345

2 Market orientation (MO) Collaborative product codevelopment and design determines
-information sensing M 234 the response.
-information dissemination M-H 234
-organisational response M-L 245

3 Learning orientation (LO) Evidence of innovation and  critical thinking is evident—
-commitment to learning H 123456 dependent on the nature of codevelopment.
-open-mindedness H 234
-shared organisational vision H 2345

4 Quality management systems (QMS) No formal accreditation standards but highly customised
- Commitment & sharing information H 123456 internal quality standards exst.
-continuous improvement H 2346
-teamwork H 12456

5 Employee turnover M-L 235 Lower than industry average. Limited impact.

6 Enterprise size, complexity and H, Hand 15 Large and complex organisation; US ownership—strong
ownership MNC culture. Diverse and complex portfolio.

7 Temporal dimension M-L 2346 Depends on the nature of collaborative codevelopment

activity.
8 Geographical dimension L 1234 Minimal training impact on work from different
geographical areas.

9 Strategic HRM approach and workforce Current reliance on experienced employees is gradually
composition reducing as it develops a site-specific hierarchy and local
-rewards & performance management systems | H 2,3 leaming and development capabiltes,
-career planning M-H 234
-recruitment skills level & operating roles; and - | M 123
-Use of non-standard employment L land3

Legend: H =High; M=Medium; L=Low; N=Nil

Extent of Training

Organisation G has a 2—4 week integration programme and a mandated training of 80
hours per person, per annum. The training volume is significantly influenced by
Organisation G’s US ownership and its ethnocentric approach in its people management

and business processes. Specifically, Organisation G’s culture, technological complexity,
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quality management systems, strong LO, and workplace change influence training

volume. Employee turnover has a lesser impact on training volume.

Nature of Training

As noted earlier, there are four areas of investment in training, most of which are
technical in nature and have a strong component of group- or firm-specific knowledge.
Even its generic carcer development-related training, offered in Organisation G
University’s course content, has a high degree of contextualisation and customisation to
meet Organisation G-specific business requirements. Organisation G has highly
customised and Organisation G-specific processes and standards of development, which,
it believes, cannot be easily transferable to other organisations in a similar industry sector,
suggesting a resource-based view of the firm (Barney, 1991). Because of Organisation
G’s evolving training delivery capabilities, there is a significant reliance on external
training providers for delivery. Organisation G’s quality management processes and
standards require formalised approaches for the definition, measurement, and evaluation

of training.

Discussion

What most shapes the nature and extent of training is Organisation G’s market leadership.
Being a market leader for a long period of time has enabled it to develop a huge training
and development infrastructure and employ a significant percentage of RCGs in its
workforce, which helps it to keep its costs down. While the percentage of RCGs is still
low (20-25%) in India compared to the US (60-70%), the mandate for hiring now is to
recruit at least 30% of the RCGs in each year’s hiring plan. Secondly, although a
significant proportion of Organisation G’s current recruitment focuses on the hiring of
experienced employees, there is still a strong need to put them through the integration
programme so that they learn the Organisation G-specific work culture, processes and

standards.

Organisation G’s high LO, strong internal quality standards and benchmarks for
development (proxy for formal quality management accreditations or a formal TQM
philosophy), and medium-to-low MO create an environment conducive to product

development and technological innovation. While high LO supports double-loop
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learning, its QMS helps to effect planned continuous improvement and, its low to
medium MO enables selective information sensing and dissemination, owing primarily to
its product superiority and market leader mindset. However, this is changing. A focus on
platformisation will require engaging in higher level learning and developing stronger
MO abilities.

As Organisation G establishes new standards of performance and development to support
its platformisation structure and work flow, new learning and development needs would
need to be embedded in its routines. Industry pundits see the move to platformisation by
Organisation G as a strategy to expand its market share by developing an integrated
motherboard for a variety of computing and communication devices. This move would
require development of strong market intelligence and client-specific capabilities and is
likely to create disequilibrium in the semiconductor and microprocessor market.
Consequently, such a move is expected to further the expansion and development of new

technology and client management capabilities.

Conclusion

This case demonstrated that even a large market leader such as Organisation G, with a
highly developed corporate university infrastructure, could not successfully exploit its
well developed learning infrastructure in Indian settings. It needed to build up operations
in India by initially recruiting a pool of experienced personnel and then to gradually
introduce its global strategy of significant RCG hiring. The case study also points to the
inadequacies in the Indian engineering curriculum, the scarcity of semiconductor
resources in the external labour market, and the partial success of its highly ethnocentric
approach due to an evolving site-specific integration and post-integration programme.
Unless the organisation realigns its learning and development to the Indian sites’ unique
needs, its ability to ramp up operations using RCGs will be fairly limited, and growth

through lateral hiring, although possible, remains an expensive option.
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CHAPTER 5.8

ORGANISATION H

About Organisation H
Organisation H is a medium-sized Indian owned ITSS organisation. Established in 1994
by the investment arm of a large Indian multinational group, Organisation H currently
employs about 800 employees at its three software development centres in India.
Headquartered in Bangalore, India, Organisation H caters to the financial services, health,
energy, technology, manufacturing, and public services industry sectors. It has onsite
development support staff and sales and marketing offices in the US, Europe, Middle
East and Asia Pacific. Organisation H offers business, technology, and quality consulting

services and solutions in the following six areas:

e Application management services

e Value added services

e Customer relationship management (CRM)
e Enterprise solutions (e.g. SAP)

e Product services

e Web services

Figure 22 provides a snapshot of its services portfolio. Most (95%) of its workforce is
employed in operations- 90% IT in services projects, 5% in product development, and the
remaining (5%) workforce is in enabling functions such as HR, sales and marketing,
quality, finance, and administration. Most (80%) of its business is from repeat clients,
most of whom are based in the US. Organisation H has strategic tie-ups with two large
US ITSS firms for developing expertise in certain technologies and partnering with them

on certain projects.

About 90% of its workforce consists of full-time permanent employees, the remaining
10% are contract workers employed through software vendors for very specific skill sets
that are either not readily available from external labour market or the nature of the

project is short-term and does not justify ongoing employment.
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Figure 22: Organisation H: services portfolio
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Organisation Structure and Processes

The organisation is structured around industry sectors to better utilise its domain
knowledge and client-specific capabilities for delivering its services and solutions.
Organisation H follows a Client-Driven Engagement Model where it offers flexible
modes of client engagement such as onsite, offshore, dedicated ODC, joint venture
model, built-operate-transfer and other hybrid forms of client engagement. Depending on
the client needs and their risk tolerance levels, and Organisation H’s need to use clients’

skills and capabilities, different forms of engagement are agreed.

Based on the nature of projects received by the organisation and the client engagement
models adopted, it attempts to maintain a pyramid structure. In other words, apart from
the flexible modes of engagement it offers to its clients, the focus is also on managing

employee costs by recruiting an appropriate mix of recent college graduates and laterals.
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Business Processes, Strategy, and Work Organisation

Organisation H’s sales and marketing team responds to requests for proposal and
information from prospective clients. Based on its strengths and capabilities it advances
negotiations with existing and new clients. The focus is more on expanding in existing
domains where it has already developed some expertise and capabilities. This growth
strategy has been successful as Organisation H continues to secure most of its revenues as

repeat business from its existing client base and areas of specialisation.

Within each industry sector (see Figure 22), work is further divided and organised into
six main technology areas:

e Mainframe technologies (e.g. IBM and AS 400)

e Client server technologies (e.g. JAVA, C++, visual basic, D2K)

e Software skills (e.g. VM/ESA, COBOL, SQL/400, MS.NET)

e Operating systems (e.g. Unix, Linux, Solaris, Windows, Mac OS)

e Relational database management systems (e.g. Oracle, SQL, DB2, Sybase)

e E-commerce (e.g. ERP(e.g. SAP and PeopleSoft), CRM, SCM)

The present case focuses on two project groups under application management services:
one having a wider programme management role—covering a range of client accounts,
and the other, servicing a small application development and maintenance project in the

financial services industry sector.

The above strategy of verticalisation is akin to the notion of flexible specialisation (Piore
& Sabel, 1984), wherein organisations develop competencies or specialisation in a
number of areas to fully exploit market opportunities as these unfold, thus suggesting a
slightly differentiated services market (Boxall, 2003). Although Organisation H’s initial
focus was on financial services industry, but later it expanded to life sciences,
manufacturing and energy sectors. One programme manager summarised Organisation

H’s approach to exploring new business:

As you notice our organisation “Organisation H” is a “services company”, so we have no
limitations to tell our clients that we do this ....We don’t do this kind of a thing. We tell

them we do everything under the sun.

211



Such an approach allows gradual growth in different industry areas where, although it
does not have domain expertise, it has the technical expertise to deliver solutions.
Organisation H develops its domain knowledge mostly through learning provided by
its new clients, a view consistent with Banerjee’s (2004, 2006) findings. The Project

Manager—Application Development and Maintenance added:

You need a subject matter expert who knows about that domain. We are a technology
company. OK. So, now, few clients say, you guys should have your own subject matter

experts with you, but in our case, most of the time it’s the client who provides it, OK.

Nevertheless, dynamic coordination between client and service provider requires

some common ground. An HR manager added:

It’s not just the client... what the client is asking us... but we have to look at our skills and
our perspective. ...But even our expansion should happen around the areas which we know.

We can’t take a risk for which we don’t know.

Nature and Extent of Training

Most (85%) of its training is technical in nature and is in six technical areas noted earlier
and, includes quality management training. The organisation offers about 4-6 weeks of
induction training to new hires in a range of technology and project-specific areas. The
nature and extent of such training varies with its annual skills forecast and the nature of
projects in the pipeline. Lateral hires (people with more than 2-3 years of experience
recruited from the external labour market) undergo a 2-week induction programme. The
nature of behavioural and other generic training focuses on people management,

communication skills, and some management development programmes.

Apart from training staff on quality management, which is almost entirely sourced
internally, the organisation relies on external training vendors for most of its behavioural
and technical training. A competitive screening and bidding process for external training
vendors is followed. Although HR recruits them, it is for the project managers to appraise

the content and award the contracts to various training providers.

Induction training is followed by project-specific training, most of which is highly

technical in nature and focuses on understanding clients’ domain and business logic.
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Clients’ domain and business process training is usually delivered by the clients and is
included in the project cost. Even in cases where there is domain specific expertise
available, most solutions require a contextual understanding of the clients’ standard

business practices.

There is limited evidence of investment in career development of staff at Organisation H.
Organisation H does not support or prepare employees to up skill for assuming higher
responsibilities by enrolling, for example, in specialist technology courses or higher
education programmes. The focus currently is on enhancing project and role-specific skill

sets. Figure 23 provides an overview of temporal dimension of training.

Induction Project —specific Management Domain-specific
training training & leadership training
training
2-6 weeks 2-3 weeks Project & industry
Role Project Role dependent dependent

dependent dependent

»
»

(TIMELINE DEPENDENT ON THE NATURE OF PROJECT AND BUSINESS
GROUP NEEDS)

2006: key focus areas

Induction, Project & product Mandated Industry-based
Technical, focus skills development knowledge &
quality solutions

management training

Figure 23. Temporal dimension of training: Changing emphases.

The focus of Organisation H’s HR department in relation to training is more of a logistic
support function. Training responsibility is devolved to the project and quality managers
and, except for quality management training, delivery is mostly sourced externally. Being
a Level 5 CMM certified organisation, it provides mandated quality management training
for every new employee. The focus of such training is to understand how Organisation
H’s quality management processes and standards are set and implemented. Additionally,
for maintaining CMM Level 5 certification, the organisation has to ensure it allows at
least 40 hours of training per person per annum spread between technical and behavioural

training.
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Analysis of Factors Influencing Provision of Training

Workplace Change

Organisation H has undergone reorganisation following its acquisition and merger with
another small software development organisation. The reorganisation did not result in any
major changes as there wasn’t any scope for integration in the core areas. The merger was
more structural in nature and had some overlaps in the enabling functions. However, as
each organisation had their own training systems, the impact on any additional training
demand or diversity was not noted. Changes in technology and its emergent strategy of
“not saying no” to new projects, in areas where it does not have sufficient capabilities
creates opportunities for further investments in training and links in with Banerjee’s

(2004) notion of dynamic coordination. Such coordination may not always be successful.

Quality Management Systems (QMS)

Organisation H is an ISO 9000 and CMM (Level 5) accredited organisation. The
accreditations suggest high levels of process maturity and predictable levels of software
development processes and service delivery. Further, Organisation H’s centralised quality
assurance group is considered as an extended part of its service delivery. The quality
management group defines all the business and software development processes to bring
about benefits of standardisation, reduced errors, and consequently reduced costs and

resource requirements.

Organisation H’s explanation for investment in quality is to enhance its market signalling,
cost efficiencies and predictable service quality for its clients, by using repeatable and
predictable software development processes. On a closer analysis of its quality
management systems, although Organisation H has well developed benchmarks and
standards of performance, its ability to disseminate these standards and best-practice
information is a real challenge. Consequently, it also affects its LO and MO abilities. A
quality manager noted: “So, the biggest challenge is to share the knowledge. Unless you

do that, and unless that happens, there is no improvement... you cannot keep growing.”

Although the tools are available, dissemination is limiting the development of a strong

quality culture. Additionally, its excessive compliance focus (for CMM and ISO
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accreditation) has resulted in limited continuous improvement efforts. A project manager

explained:

So, there would be definitely bare minimum quality that you have...to follow, to stay as a
CMM certified company. And, there are few improvement programmes depending upon
project pressures and what kind of time lines and that is little lenient. I mean not every
project needs to show improvement in that process area—they [are] already tight scheduled.
But definitely, the basic guidelines have to be followed like the metrics collection has to
happen once in a month. That has to be sent to the quality centre head, so the quality centre
head would receive the metrics... in let’s say the number of errors ...if there are some

deviations, some root cause analysis and all this will be done.

Market Orientation

Although Organisation H’s Client-Driven Engagement Model follows pre-defined quality
management benchmarks and metrics, it also allows for customisation of projects to cater
to the clients’ unique engagement needs. Most of the information sensing begins with the
requests for proposal (RFP) documents sent to its prospective clients. While RFPs are
generic documents for prospective clients, further interest results in sales presentations
and demonstrating Organisation H’s service delivery capabilities. Initial business
requirements specification is undertaken by a team of sales and technical staff.
Organisation H’s QMS enable the development of service delivery metrics for clients’

specific requirements. As noted in one of the organisational service documents:

Our solutions are tailored around the unique CDEM (Client Driven Engagement Model).
We quickly develop a deep understanding on the client’s distinctive needs, and then we
deploy our strong resource base and processes to deliver measurable business value. This
model works at the core of every project laying down very clear responsibilities in the
organization for a particular engagement, thereby helping to shrink delivery cycles and cut

down on defects.

Higher and lower level solutions design, development of service level agreements and,
information dissemination follows. The project teams in India are informed concurrently.
Based on the internal capabilities and the resources available, training needs are identified
and, operational and training responses are framed. Organisation H’s MO is influenced

by its quality management capabilities. A quality manager explained:

So at pre-sales stage itself, we have all the other quality aspects—in terms of the processes

we have... How do we exactly propose? And, how we get to know what the requirement of
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the client is and how do we showcase our strengths? .... So, it is nothing you define [and]
keep it forever. So, you have many dynamics. Pitching within the course of your various
projects... that is where your process improvement comes in. So, to us as an equation it

starts off as early as pre-sales and once you get your proposal.

Overall, Organisation H has medium to high levels of MO. Information dissemination is

not fully developed.

Learning Orientation

Organisation H has medium levels of LO. Its commitment to learning is medium to low
and is evident in its limited provision of training and its training and development
infrastructure, focusing more on meeting project specific needs. Organisation H’s ability
to develop a shared vision or knowledge between business groups is fairly limited. There
is only one technology forum and its intranet site for sharing information is not yet

launched. One programme manager added:

...the bulletin board is not active and our intranet is not up and running. Otherwise, yes,
there is a forum that when somebody has a problem, put it all on the forum and anybody in
the company is free to answer .... We are working on a technology called shared forum, we
exclusively put up a group on the web, on the internet, and we were sharing our thoughts...,

so this keeps happening within the organisation and outside this organisation as well.

Limited evidence was noted in the organisation’s ability to critically challenge clients’
assumptions or their own business processes. The focus is more on adhering to their best
practice guidelines and standards established by the quality management team. However,
even adhering to its quality management standards is sometimes problematic as the
information sharing and dissemination systems are not well developed. The metrics

reside centrally within the quality management group. A quality manager stated:

So you send in the request to the quality assurance group (QAG) and they will debate on
whether to approve or disapprove, or, have more discussions and clearly understand why it
is required etc, etc. And, we have that database also, how was it a standard deviation, or, it
could be clients demand, so we have all the records of all the processes step by step, which

are required probably for the execution of a particular type of project.
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Employee Turnover

Organisation H has medium to low employee turnover ranging between 9—-12%. The bulk
of the turnover is at the middle to senior management level, which does not directly result
in training needs as these roles are mostly filled by hiring experienced people. Overall,
employee turnover has a medium to low impact on training volume and diversity.
Employees quit mostly for lack of career development and opportunities for enhancing
new technology skills. To overcome this, where possible, Organisation H’s business
development and project managers encourage clients to undertake software development
in new technology areas or gradually phase out the legacy technologies with new ones.
Such coordination benefits both the service provider (through better billing rates and
employee retention) and the client (by using new technology and advanced
functionalities). The above view is consistent with Banerjee’s (2004) description of
dynamic coordination between the client and service provider. Depending on which
technology the client wants to work on (legacy, non-legacy or emerging technologies),
the impact on the provision of training would vary accordingly. Typically, legacy and

emerging technologies require more investment in training than a current technology area.

Enterprise Size, Complexity, and Ownership

Instead of mere enterprise size, Organisation H’s growth in diverse industry verticals and
service lines has added to the project and technology complexity. Consequently, this has
increased the demand and diversity of training. However, the relationship between project
complexity and training is not straightforward. This relationship is influenced by the
organisation’s “make” or “buy” strategy. The organisation has a leaning towards the

“buy” decision, which reduced the extent to which such training needs to be provided.

Further, its learning needs are also met by its clients, especially in developing domain
knowledge expertise and understanding clients’ proprietary software tools and
applications. Specialist skills are sourced externally from a range of software vendors
with whom it has strategic partnerships. In terms of ownership, it appears from the case
analysis that the Indian promoters—an investment arm of a large investment firm,
consider this venture as another “investment” in their portfolio of investments. The short-

term focus thus is on enhancing its return on investment for its shareholders.
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Temporal Dimension of Projects

Organisation H requires high training volumes at the beginning of a new client project.
The learning is steep for the project team when project specifications are finalised and
clients’ business logic and their domain knowledge needs to be understood. Gradually, as
the team begins development, their learning needs decline over a period of time (Bartel &
Lichtenberg, 1987). The nature of project in software development and technology
lifecycle also determines the volume and diversity of training. As noted earlier,
maintenance projects, which are typically using legacy technologies, require higher
volume and diversity of training, as against non-legacy systems. Similarly, in application
development projects, legacy and emerging technologies attract higher investments in
training as compared to non-legacy systems. In a software services environment, project
enhancements or change requests do not significantly impact the volume of training, as
the technology is usually the same, only certain parameters or features of the application

may change, which does not require any further up skilling.

Geographical Dimension

Technology cuts across borders and there aren’t any substantive differences in training for
a particular technology, Organisation H reported that ITSS firms in the US are open to the
use of emerging technologies and innovations, as compared to the more conservative
European markets, where a lot of projects—development or maintenance use legacy
technology systems. The latter requires higher levels of training because there are limited
numbers of employees in the external labour market with skill sets are mostly obsolete.

This is true as IT professionals do not want to be seen as working on old technologies.

Strategic HRM Approach, Skills Level, and Workforce Composition

Organisation H shows limited evidence of a strategic approach to its people management
practices. Its performance management systems occur annually and are not integrated
with quality or other management standards. Organisation H does not offer any formal
career development opportunities for staff. The closest career development it offers is to
train employees in new technologies if such a new technology project comes on board.
Although the organisation has a mandate to “maintain a pyramid” to contain its people

costs, there is still a significant level (70-80%) of lateral hiring (experienced employees)
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that takes place, thus suggesting the “buy” versus “make” decision. Nevertheless, its

graduate hiring does require some further up skilling. As noted by a quality manager:

Why training is triggered? This could be important to you. We not only hire IT engineers,
we also hire non-IT engineers, like a mechanical engineer. So, when we have 20 or 40 hires
(freshers), if there are people who haven’t even got exposed to IT ...so we don’t separate
them out, we put all these 40 guys irrespective of what technologies they are in [to] start
training from what software is? What they need to do. ... Today, [there is a] gap still

between an academic guy and what you do, so [training] kind of fills that gap.

Apart from the gaps in the curriculum and costs rationale for recruiting albeit a small

percentage of college graduates, its Manager- Quality added:

Yes, one reason is the supply and the demand. And the second reason is it’s been a practice
in the industry. And it is also seen that people with non-IT kind of exposure perform
excellent because of their energy levels they are charged up —they want to learn something
new. ...See, the fresher life span in a company, you cannot expect them to stay more than
two years with you, so what ever you can get from them is within those two years. After
that, again you get a pyramid. ...you also need people to think, to analyse, do problem
solving, this comes with any other engineering stream as well and today most of the

engineering streams are not ignorant on the technology.

Specific Impact of Factors on Nature and Extent of Training

The following section provides an analysis of how various factors affect the nature
(externalisation, diversity, transferability, and formalisation) and extent (volume) of
training. Following Miles and Huberman (1994), a conceptually clustered matrix was first

developed.

Extent of Training

Organisation H offers a 2-6 week induction programme and another 2-3 week project
specific training. Additionally, a mandated training for 40 hours per person, per annum is
also offered. The training volume is significantly influenced by Organisation H’s
ownership, which has a short-term focus, and thus its ‘buy” HR strategy. Training volume
is also influenced by technological complexity, quality management systems, and to a

lesser extent by employee turnover and geographical dimension of training.

219



Table 13.
Conceptually Clustered Matrix of Factors

S.No. Main factors and attributes Intensity Respondents Researcher’s notes

1 Workplace change A change to new technology is a key factor.
-structural M 1245
-ownership M 124
-technological H 34

2 Market orientation (MO) Client-driven engagement model allows for a networked
-information sensing 0 345 approach to learning, Information dissemination is an issue.
-information dissemination ML 345
-grganisational response M-H 345

3 Learning orientation (LO) Limited evidence of innovation and critical thinking—
-commitment to learning ML 1234 partly explained by the nature of work received and the low
open-mindedness ML 1234 level of information sharing abilities.
-shared organisational vision M-L 134

4 Quality management systems (QMS) Although metrics and benchmarks or software development
- Commitment & sharing information M 1234 processes exist, sharing these metrics within and across
-continuous improvement M-H 1234 projects i a challenge.
-teamwork H 1234

5 Employee turnover M-L 14 Lower than industry average. Limited impact.

6 Enterprise size, complexity and M,M-H,and | 345 Medium-sized organisation; slightly differentiated portfolio.
ownership Tndian Indian ownership and a focus on return maximisation create

a short-term approach to capability building.
7 Temporal dimension ML 345 Depends on the nature of technology and project.
8 Geographical dimension M-L 345 Nature of work varies ~legacy (Europe) versus non-legacy
(US) systems

9 Strategic HRM approach and workforce Current reliance on experienced employees and reliance on
composition external training providers suggest a ‘buy” training decision
-rewards & performance management systems | M 124 on Organisaion H's part.
-career planning ML 123
-recruitment skills level & operating roles; and | M-H 123
-use of non-standard employment ML 12,34

Legend: H =High; M=Medium; L=Low; N=Nil

Nature of Training

Organisation H’s focus is on induction, project specific, domain and quality management

training. Most of its training provision is technical and transferable in nature and has a

strong reliance on external training providers, clients, and other software development

220




firms’. Organisation H has high formalisation in terms of training evaluation, which is a
requirement under its quality management systems. Training and development to support

employees’ career aspirations is minimal, as such training is considered by the
organisation to be generic and transferable to other organisations and there is no learning

support extended to employees wanting to pursue higher education.

Discussion

In addition to the structured induction programme, training and development at
Organisation H is focused on supporting the project needs. Organisation H lacks a long-
term people development focus. Although Organisation H has ISO 9000 and CMM
(Level 5) accreditations and well developed internal benchmarks and processes for
software development, its ability to disseminate and share this knowledge is an issue and
is affecting its ability to maximise the benefits from its internal standards of performance

and best-practice processes templates.

Owing to the nature of work and the centralised evaluation of project specifications by its
quality management team, Organisation H’s project teams are unable to develop a shared
vision and demonstrate high open-mindedness—knowledge questioning values (essential

for strong LO) for its existing business processes and clients’ project specifications.

Overall, Organisation H has medium to high QMS and MO medium to low LO.
Organisation H’s inability to share, disseminate, and challenge key process knowledge
and metrics, have resulted in medium to low LO and medium to high MO. The above
approach to learning suggests Organisation H is engaging in incremental and adaptive or
single—loop learning (Argyris & Schon, 1978; Baker & Sinkula, 2002). Further
development of domain specific expertise is needed in addition to what is currently learnt
from its clients. Such knowledge needs to be shared within the industry-specific groups
for deeper learning and framing better solutions. This requires a culture of sharing and

freeing up of resources to enable it.

Conclusion

This case provided insights about how training is organised in a medium sized, Indian

owned, ITSS organisation. Typically, the reliance is more on the “buy” decision by
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acquiring skills from the external labour market. Where the organisation has decided to
invest in training for recent college graduates, the training design and delivery are
outsourced to numerous external training providers. Organisation H’s limited
commitment to expand its learning and development infrastructure is also evident in the

limited career development opportunities it offers to its employees.

This case study confirms the gaps in the educational curriculum relevant to the IT sector
and also reinforces that such gaps in the curriculum can be very easily overcome by
providing focused training in areas where a firm offers its services. However, for the
organisation to be able to plug the gap, it is faced with a typical “make” or “buy” skills
development decision. It follows from the analysis that a “make” decision requires top
management commitment and sustained growth rates, critical for justifying training
investments. The “buy” decision is more typical of organisations in the early stages of

their growth lifecycle and those that are developing their organisational capabilities.
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CHAPTER 5.9

ORGANISATION |

About Organisation |

Organisation I is a small, offshore software product development centre, wholly owned
by a small US-based software product development organisation. Based in Hyderabad,
India, Organisation I provides a range of software codevelopment support for its US
parent’s software product used in hospital operation theatres. The Indian offshore
software development centre (ODC) was established in 2000 and currently employs about
150 full-time permanent staff. The software product was developed by the US team in
three years (1996-1999). In 1999, the product was launched for the US markets. After
about a year of the product launch, it set up the ODC in India to support its ongoing

software codevelopment needs and to tap India’s inexpensive IT labour market.

The ODC was initially set up to provide low-end software development services, typical
of a software development product life cycle (See Figure 3, Chapter 2). Later, higher
specification work was also added to the ODC’s portfolio of services. Current services
include testing, database administration, development and maintenance, front-end tools

development, client support, and customisation services.

The software product is HIPPA-compliant, has about 30 modules, and is offered as an
integrated or customised solution to 260 hospitals in the US and Canada. The product

architecture provides solutions in following areas:

e Pre-operative information solutions: Scheduling of administrative roles such as
hospital admission, discharge, follow-ups, and pre-surgery planning for patients,
anaesthesiologists, surgeons, and nurses.

e Advanced clinical solutions: Management of patient records, clinical anaesthesia,
operation theatre utilisation, and tracking of routine surgical needs and specialised
reports. It also has the ability to interface with a range of different hardware and
software applications installed in a hospital.

e Resource management: Hospital workforce scheduling, nursing automation,

patient flow, preadmission testing and so on.
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Organisation Structure and Processes

Organisation I’s staff strength of 150 is spread between the following service groups:
Testing (70), Oracle database management and support (30), Centura front-end solutions
(20), C++ (10), Statcom client web-interface (12). The remaining employees are in
enabling functions such as HR (2), finance (2), and senior management (2). Being a small
ODC organisation, it has a flat management structure. Each team has a project manager,

team leads or equivalent. There are very few senior management roles.

Given the multi-case embedded case study design, the following three service groups
were studied in detail: Testing, Oracle and C++. The organisation structure, for example,
in the testing business unit is as follows: Project Manager—Quality Assurance (QA),
Senior Manager—QA, team leaders, analysts testers, senior testers, and testers. Similarly,
in the Oracle and C++ groups, the following structure exists: Assistant General Manager,

Manager, team leads, senior software engineer, and software engineers.

The majority of its workforce provides testing services for the product, using both manual
and automation testing. However, recent work involves visits to client sites in the US by
its C++ and report generation teams. The Oracle team looks after the development,
maintenance, and administration of databases, developing and maintaining about 140

different reports by end-users.

Business Processes, Strategy, and Work Organisation

Workflow is organised around the quarterly work targets it receives from the US. While
business development and marketing teams are based in the US, Organisation I uses its
Statcom client website for client updates and for providing a range of other development
support. The nature of the workflow is highly structured and focuses on pre-determined
tasks. There is limited interaction with the US teams. At the ODC, service groups work
independently of each other. This organisation of work is mainly due to the distinct

nature of the tasks performed by each work group and the nature of the skills of each

group.

The business strategy of the US parent is to develop applications for the fast-growing and

relatively untapped health industry sector. The ODC strategy was to tap into the
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inexpensive and skilled labour market and to exploit the time and costs arbitrage that
exists in a typical Indian ODC set up. The nature of services offered typifies a slightly
differentiated service market (Boxall, 2003). Being a product organisation, setting up an
ODC, instead of a third-party development centre, was logical as it helps in protecting
proprietary product information and ensures confidentiality. However, setting up an ODC
requires strong knowledge of the host country’s cultural environment and labour markets.
Although its US office initially pressed for a highly ethnocentric approach in its people
management practices, such as variable pay and non-standard employment, it proved to
be ineffective for the Indian cultural environment and labour market conditions.
Nevertheless, some operational aspects of the US such as workload planning,
recruitment, and selection tests, were retained. For example, the Software Calibre and
DISC (Dominance, Influence, Steadiness and Compliance) profiling tests are mandatory
for selection to all technical roles, irrespective of whether the applicant is experienced or

a recent graduate.

The above selection tests enabled a selection ratio of about 1%, based on number of
applications received and 7% based on the number of short-listed applications. These
tests resulted in selecting employees with strong technical skills, and personality traits
reflecting high compliance and steadiness scores and low influence and dominance
scores. It also enabled most employees to be placed in specific roles requiring the
performance of a narrow range of activities. While recruiting such profiles helped its
people management practices, it somewhat reduced the organisation’s ability to accept
innovative and creative work from the US. The US rationale for adopting such an
approach is premised on the low-end and less creative nature of work at the Indian ODC.
Additionally, such employee profiling reduces the risks associated with any changes to

the product’s base programming codes.

In 2003—-04, with a view to containing its wage costs, the organisation experimented with
the recruitment of freshers. Limited HR success (retention) and cost effectiveness were
evident, especially for the testing roles. Its Head—HR commented: “Every software
engineer’s dream is to be a developer”. Further, the nature of the work in a product
environment is considered monotonous, and the compensation structure it offered to
engineer trainees was uncompetitive. Subsequently, the organisation reverted back to its
dominant “buy” strategy of hiring engineering graduates with 3—4 years of experience on

relevant technologies.
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Nature and Extent of Training

The nature and extent of training provided is mostly (more than 80%) technical and
product-specific, and the remainder (less than 20%) is behavioural. On average, it
provides about 2 weeks of training for every new employee. The 2-week induction
programme mainly focuses on product knowledge, learning different product modules—
how the modules interact with each other and how such interaction affects specific roles
for providing development support. Induction also covers the quality management

standards and processes that form a part of employees’ daily work routines.

Following the induction training, employees undergo functional training in their
respective work groups. Such training, while mostly on-the-job, is semi-formal and is
dependent on the individual's past skills and experience on a technology. For example, in
the Testing group, based on past experience and skills, new employees may be required

to complete both manual and automation testing.

Relative to behavioural skills training, Organisation I’s investment in technical training is
considered logical by the US parent because of the limited client interaction required by
the ODC. Moreover, the need for investing in soft skills is further reduced by its focused
selection strategy. Overall training volume is reduced by its skills acquisition strategy,
which focuses on “buying” skilled and experienced personnel from the external labour
market. Nevertheless, to retain and develop its few senior management employees, it
invests in occasional management and leadership development programmes. Learning
support for higher education and training, while negligible, is considered on a selective
and job relevance basis. Few employees were allowed fee reimbursement and time for
pursuing project management and Microsoft certifications. Overall, employees are

encouraged to learn new technologies such as Microsoft .Net in their free time.

The organisation’s ISO 9001-02 certification organisation requires a high degree of
formalisation for delivering its quality management and product training. Training on
ISO-driven processes is externally provided. HIPPA certification and compliance also
requires high formalisation of training. However, for other functional training,
formalisation of training is low and mostly provided on-the-job, using internal subject

matter experts. While most product-related training is provided internally, there is limited
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formal “Train the Trainer” training. Nevertheless, some pre-developed resources are used

for developing trainers’ skills. Its Assistant General Manager Oracle Group noted:

So I will bring the copy of 50 topics, give it to them and tell them these are people who
know this, who have knowledge in this area. So I will suggest some names. For these topics
you contact these persons. He is very familiar with that, but with other topics contact
anyone in the team. This kind of idea will be given and timing ... I cannot fix the timing.
They will be busy with some deliverable or some deadlines. Go to the individual, talk to

them, fix the time with him and whenever he is free he will spend some time with you.

Client requests for product customisation often impact on the training needs of certain
groups. These include the testers, crystal reports team, and C++. At a group level,

training provision is informal and often spread over time.

New hire Job/Role- Refresher New technology

training specific training & leadership

(Product knowledge training development

& quality)

2 weeks 1 week (group Product Programme
dependent) enhancements dependent

(Client dependent)

»
»

(TIMELINE DEPENDENT ON ROLE AND EXPERIENCE OF EMPLOYEES)

2005-2006 Key Focus Areas of Training:

Induction & Job/Role-specific Refresher  Developing senior

product training training training managers & new
technology capabilities

Figure 24. Temporal dimension of training: Changing emphases.

Analysis of Factors Influencing Provision of Training

Workplace Change

The organisation has witnessed two major workplace changes since 2001. First, when
demand for testing was high, it employed 40 graduate trainees for testing roles.
Recruiting freshers as against experienced employees resulted in high training demand.
Second, it switched to web-based platform and solutions for the product. It moved to
Microsoft’s .Net technology. The move proved not to be successful for a range of
operational and capability reasons. Nevertheless, it resulted in the development of new

technology skills. In both cases, its technological and structural changes resulted in
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increased skill development.

The above changes were closely intertwined with its recruitment, client satisfaction, and
market share enhancement strategies. According to its head of India operations,
considering the external labour market for certain skills, it needs to develop staff skills on
new technologies to retain them and to satisfy clients’ needs. The high rate of
technological obsolescence reduces the talent pool for certain legacy systems from the
labour market, thus providing an opportunity for the organisation to move to the next

level of technology, and consequently be able to tap into a new pool of skill sets.

Quality Management Systems (QMS)

Being ISO-certified, Organisation I is a highly process-driven organisation. Although it
does not have a dedicated quality management group, it considers its quality processes to
be comparable to level 3 of CMM. Further, being a product organisation, investment in

quality accreditations is not high on its agenda. The head of HR commented:

We never believed in going for certification because none of our customers insisted on it.
That way, Microsoft and IBM are not CMM-certified. Unknown Indian companies are crazy
for CMM Level 5, and they want to tell the outside world that they can do it.

Nevertheless, quality plays a critical role, as service deliverables and billing rates for the
Indian ODC are tied to the quality of its service. Failure to adhere to client specifications
in terms of deadlines, or the discovery of bugs in the application, attracts severe monetary
penalties and loss in revenues. ISO standards and processes are mapped for each stage of
the standard waterfall model of the software development lifecycle. Thus, investment in
ISO processes requires software development processes to proceed in a certain way. This

process-driven approach also results in formalisation of its quality and product training.

Training volume is also influenced because the majority of work at ODC is in the testing
area (46%), which requires training in a narrow range of quality tools for a large group of
testers. In the absence of a dedicated quality management group, training on quality tools
and processes is provided by external vendors. Consequently, its focus is more on the
internal dimension of quality (costs reduction and information sharing). A limited impact

is noted on clients’ SLA development owing to the nature of the development process.
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Market Orientation

Being a captive product-environment ODC, its MO is medium and distributed between
the US and Indian facilities. Its mindset of selling a superior product often comes at the
cost of not meeting all its client needs. High adaptive learning, often associated with high
MO, would require significant and costly changes to its product architecture, which it

currently does not see any need to make.

The above mindset has a negative impact on provision of training, encouraging the
development of only those core technical skills necessary for its current product
architecture. While the above appears to be an economically rational decision for the
short-term, the organisation has started to face pressures both internally, from its
employees (for moving to a new technology platform), and externally, from its clients (to

customise and provide web-based solutions).

Its information sensing is done by its US business development team, and the
dissemination of information and framing of responses are shared between the Indian
ODC and US locations. Dissemination of information and response at the ODC are
determined by the quarterly targets set in the US. In some cases, where clients request
changes to product functionality, project managers from India visit clients in the US.
Dissemination of clients’ requested changes often results in training or new learning for

ODC team members.

Consequently, the nature of work delivered by the Indian ODC is changing and the
training needs of some work groups are triggered by clients’ customisation requests.
These changes require development of strong communication and negotiation skills for its
client-facing groups and often result in provision of new learning, albeit informally, for its
development teams. Such changes also affect the training needs of the US client-facing
teams, whereby they receive training from the Indian ODC team on client customisation

changes. A project manager commented:

How it works is, sometimes the critical functionality they will explain. Unless we see them
personally we cannot understand them. So we get the idea. The directors, they visit and
guide us. So here we give them [training] orally or with some documentation or whatever
there might be here.... We customise it. We have our customer care, so whatever we do here

we call it a release to customer care.
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Learning Orientation

ODC’s LO is low considering the nature of work undertaken is low-end and in a narrow
range. Further, as work specifications are determined by its US office, there is limited
scope for critical thinking or innovation. In order to support delivery of its current work,
its recruitment strategy focuses on people with specific software calibre and DISC

personality profiles. Consequently, its training needs are reduced.

Overall, its commitment to learning is also low, as it is limited to product training. In
addition, its organisation of work prevents integration between groups. Information
sharing, albeit limited, occurs when a new product is released or quality management
audits are undertaken. The extent to which information is shared is variable. Its senior

software engineer commented:

Some groups have it. We, I don’t think. DBS group has its knowledge-sharing forum. It is
not a standard feature. We don’t have an intranet site right now. But definitely, this is one of
the agendas to maintain different group-wise forums and knowledge sharing sessions like,
things to do and things not to do in different groups. Because tomorrow when we leave at

least there is some person who already has the knowledge.

Even with new product releases, information sharing is informal and ad hoc. The above
respondent further commented: “So, if [the] main product changes a little bit, it affects
us. It is conveyed to us, but not formally. We have to learn that and find it out the hard

2

way.

Employee Turnover

Despite the need to reduce employee turnover for protecting confidential product
information, the organisation is confronted with a higher than industry average employee
turnover of 30%. High employee turnover rates have a direct impact on the volume of
training. Such high levels of turnover can be attributed to low-end testing work,
uncompetitive compensation structure, the monotonous nature of the work in a product
environment, and night shift work. Another reason is the delay in upgrading to a new
technology and a web-based platform. Technology upgrades and the changing profile of
skills supply in the external labour market would require the organisation to invest in new

technology training for sustainable business growth.
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Enterprise Size, Complexity, and Ownership

Small enterprise size and a single product portfolio has contained the nature of its training
needs. Further, its skills acquisition strategy from the external market further reduces the
need for investing in generic and technical training. Its relatively flat management
structure and low client interaction also reduces the need to invest in leadership and soft
skills training. Finally, because it is a wholly US-owned subsidiary, whose current
strategic focus is on maximising arbitrage opportunities in India, there is limited incentive

for the ODC to invest in high-end technology skills.

Temporal Dimension of Projects

Minor product enhancements have a limited impact on its total volume of training. The
reasons are as follows. First, only a select employee group is affected. For example, its
testing and C++ groups receive immediate training. Second, in a codevelopment model,
given that the core team and development teams are involved in the development of the
new release, they are well aware of the changes they have made to the functionality. With

regard to new product versions, a project manager explained:

If it is major version we need to have a lot more training. I will give you one example. Like,
we support dead body interface. So to attend the training, basically, I and three more
developers went to Atlanta.... So they were flying us to Europe and to Atlanta. So, like our
Atlanta team and the Indian team of four persons went in for the training.... We have to

spend a lot of time on this because it is not like 3 months planning, it was a 1-year plan.

With regard to groups not involved in the development of new functionalities, the
provision of training is not uniform, because firstly, not all roles require it. Secondly,
given that the information sharing is an acknowledged problem due to poor functional
integration, the employees in other groups learn by trial and error, by informal and

incidental ways and, often, by “figuring it out”, the “hard way™”’.

Geographical Dimension

There is no impact of geographical location of clients or projects on the nature and extent
of training. Firstly, technology cuts across borders and, secondly, it caters only to the US
and Canada. The only technological change for Canadian clients pertains to minor

changes in its date and time formats.
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Strategic HRM Approach, Skills Level, and Workforce Composition

It is evident from the above analysis that the organisation has a focused skills acquisition
strategy, which significantly reduces its need to invest in technology training. Further, the
use of specific technical and DISC profiling test, enables it to recruit people with a
narrow range of skills and a high level of experience in a given skill competency area.
This approach limits job rotation opportunities and promotes working in silos. Recruiting
experienced staff for permanent roles to some extent helps to reduce employee turnover
and protects its product confidentiality. However, the low-end and monotonous nature of
work poses a retention challenge to the organisation. Performance management is
quarterly and in line with the US practices. It follows a mix of competency-based and
management-by-objectives approach, which is also used for identification of training

needs.

Specific Impact of Factors on Nature and Extent of Training

The following section provides an analysis of how various factors impact on the extent
(volume) and nature (externalisation, diversity, and formalisation) of training. Following

Miles and Huberman (1994), a conceptually clustered matrix is developed (See Table 14).

Extent of Training

On average, the organisation spends 2 weeks on training. As noted above, training
volume is positively affected by product knowledge, major new product releases,
employee turnover, quality management processes, and technological change. Focused
skills acquisition and the cost-reduction strategy mandated by its US owners have a

negative impact on the volume of training.

Nature of Training
Organisation I’s diversity of training is low given the small enterprise size and single
product portfolio. Moreover, its skills acquisition strategy (recruiting from the external
labour market) reduces its need to provide generic and soft skills training. Training
formalisation is influenced by ISO processes and the need to be assessed on certain
product functionalities. As it does not have a dedicated quality management group, it

relies on external training providers for training on quality processes.
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Table 14.

Conceptually Clustered Matrix of Factors

S.No. | Main factors and attributes Intensity | Respondents | Researcher’s notes

| Workplace change Planned move to a web-based product using Net and MS-SQL server.
structural L 1234
-ownership H 12,5
fechnological H 12346

2 Market orientation (MO) Medium to high levels of MO. Offshore model; follows quarterly
-information sensing M 2345 work schedules from its US paren.
-information dissemination H 2345
-Organisational response M-H 2345

3 Learning orientation (LO) Limited evidence of critical thinking, People are recruited to
-commitment to learning L 12345 work in a narrow range.
-pen-mindedness L 12345
-shared organisational vision ML 2345

4 Quality management systems (QMS) 1S0-certified processes, plus other processes developed by the US.
- Commitment & sharing information M 2345
-continuous improvement M 12345
-teamwork ML 234

5 Employee turnover H 12,34 Higher than industry average. Testing roles, uncompetitive

wages and monotonous and shift work.

b Enterprise size, complexity and MM, 1346 Small single product organisation. Product knowledge and

ownership and MNC | 1234 US parent’s mandate for focused training only.
234
7 Temporal dimension M-L 2345 New product releases or customisation requests have minimal
impact on training volume and diversity.

8 Geographical dimension N 2345 Only US and Canadian clients. Technology cuts across regions.

9 Strategic HRM approach and workforce Unconmpetitive salaries, strong performance management,
composition focussed recruitment, and limited career development opportunities
-rewards & performance management systems | H 1234 have a varying impact on training.
-career planning L 12345 Permanent workforce, 95% in operational roles.
-recruitment skills level & operating roles; and | H 1345
-Use of non-standard employment N 12345

Legend: H =High; M=Medium; L=Low; N=Nil
Discussion

Based on the above analysis, different factors have varying levels of impact on the nature

and extent of training. Organisation I’s low LO and medium MO result in incremental
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and adaptive learning. Its strong product mindset and a large market potential affect its
medium MO and low LO. However, recent changes in its product market require it to
move to a web-based platform and accommodate customisation requests from its clients.
This shift in clients’ needs has been recently noted at the ODC, wherein its project
managers are now working together with its US team to sense clients’ customisation
needs and to frame operational and training solutions. To help the ODC realise its full
potential, such changes ought to be supported by further investment in soft skills and
QMS, such as CMM Level-5, which it plans in the near future.

The more it moves from selling products to services, evident in the form of
implementing customised solutions for its clients, the more its LO, MO and QMS will
need to be developed. Thus, necessitating the development of new skills and learning to
demonstrate generative or higher order learning. Building higher order learning and
expertise would also enable ODC teams to engage in high-end application design and
development, which is currently the focus of the US team. In this case, the training
function was embedded in the operational teams, thus pointing towards a more
operational role for training in such environments. Its HR infrastructure, from a training
perspective, focuses more on developing skill inventories and monitoring the training

budget.

Conclusion

A cost-reduction strategy provides a strong rationale for setting up the ODC. Overall, the
case study shows how training decision making is influenced in a small software product
ODC. It demonstrates that the work of a low-end nature and product environment requires
low levels of LO and MO capabilities. Consequently, the organisation is mainly investing
in process- and product-specific and limited soft skills training for meeting its immediate

codevelopment needs.
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CHAPTER 5.10

ORGANISATION J

About Organisation J

Set up in 2004, Organisation J is a sma