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Abstract

Ethiopia has undergone major political transformations in the .last three decadeg and
with this different land policies and tenure systems. The evolution of ea.ch l@d policy
had different socio-economic impacts on the country. In the feudz.zl period, ie. befy,
1975 land ownership was vested in the emperor. The Dergue regime took
Jrom the monarchy in 1974 and nationalized all land. The current governm
replaced the Dergue government, has maintained the land ownership
devolution of powers to the regions. Tenure in urban areas is through th
system brought about by Proclamation No. 721 of 2011. The objective of the paper i
bringing out the characteristics of the different governments and their 50Cio- economic
impacts and to highlight the effects of changing governments over time. The
are set out in the framework of land, governance and tenure. It highlights the
performance of the country in general and the well being of the ordinary fol
three periods of governance. The research was basically conducted through desk
research and very little primary data was used The findings reflect that in the pre-1975
period, the king owned most of the land. The majority was landless and very poor. In the
Dergue period, although land belonged to the government, the tiller was empowered
The post socialist era received g Sympathetic ea

r with the investors. Investment is being
attracted at an unprecedented scale., The gap between the rich and the
areas is widening,

Ver power
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Jorm wigy
e leaseholq

objectives
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INTRODUCTION

populous country in Africa and according to the Central Statistical
Agency of Ethiopia (2012) the population hag reached84 millionpeople. The population growth
rate stands at 3.1 % and the total area of the country is 1101000 sqkm. The mainstay of the
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economy of this country is agricultureand it accounts for half of the GDP and takes care of 85%
of the total employment (CIA World Factbook, 2012). Land is a perishable resource and as &
stands, the arable land in Ethiopia may not be able to cope with the land pressures being exerted
upon {t, Good land tenure systems and improved governance can help solve problems which may
emanate from the land pressures threatening to engulf the country.The two (good governance and
improved tenure) cannot be divorced from each other as tenure problems cannot be solved
without good governance. In the developing world and especially in Africa, there could be very
attractive blue prints on paper pertaining to good governance and land tenure but hardly anything
is implemented. Government policies are not followed and governance issues are sometimes
ignored. The Ethiopian case has been different as a lot of effort is being made by the government
both in ‘the rural and urban areas to see to it that the people are empowered through various
legislation and actual activity on the ground. It is on the aboveassertions that this study has
undertaken a journey through time to find out how land, governance and tenure have evolved in
the last three decades in Ethiopia and the subsequent repercussions on the common man.

The paper is divided into three different sections.The first section looks at the tenure types that
have existed in the different regime periods from the imperial period to the current time through
the review of different literature. The types of governance systems as well as the tenure types that
have taken place during this time are discussed highlighting on the major aspects of the policy of
the time. The second part of the paper summarizes the key similarities or differences of the
different tenure regimes. The advantages of one system against the other are clearly spelt out and
the third section gives an overview of the discussion and it maps out the direction the country is

taking.
BACKGROUND

Ethiopia has experienced three different governments from 1975 to date. Before 1975, there was
the imperial regime where the feudal system was operating with the king being the supreme and
owner of all land.He would give out land to hiscroniesat will and it was mostly the nobility, the
church and the army which benefitted. The ordinary person was landless and was therefore
classified as a peasant. The monarchy was overthrown by the Dergue regime in 1974 and it
nationalized all land including that which was held by the private people. Access to land was
through the permit system during this socialist era. The current government took over from the
Dergue regime through a popular revolt by the people. The government did not change the tenure
system which was being followed during the Dergue regime.The land still belonged to the
government and the people of Ethiopia. There were some changes though brought by the new
government in land ownership. One of the fundamentalchanges brought about by the government
was the introduction of the leasehold system. A person could own a bundle of rights over property
for an agreed period of time. The government also introduced the Land Certification Programme
in the rural areas. The programme was about giving some form of title to the rural folk who were
working or tilling their land. It was envisaged that this would improve the well being of the
people as it was hoped that the certification programme would allow them to access credit from

the banks. ‘
IMPERIALPERIOD (BEFORE 1975)

During the imperial regime i.e. prior to 1975, the communal system or rist system was one form
of tenure system that was in existence among others. The other land tenure systems that were in
operation during this period were the grant land or gult, the freehold system otherwise known as
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the semeone which was land belongip iy

: and : 0 t,
o g gyste‘::\ mengist. The different types of tenure SYstemg d° ,‘hltrch
State land was called Madeira ¢ ““ng .

Imperial period are detailed below: i\

RIST SYSTEM ally by the peole who coutg

In this type of tenure, land was owned communof the community were entitleq te Of the %
descnt or clan. Both male and female member: the land, the land could not pe solg 3 Pory;, M
the land. Because of the communal ownership 0 sferred’as a gt No indivig, to Ou
it could not be mortgaged, bequeathed or {ran stem aimed at continuity of poss Oulg Ol
permanent ownership of any piece of lgnd. The ;)(’) s €SSion o
to the clan through their clan heads. (Yigremew, ng

GULT SYSTEM

: : i Iding peasants .
hat required the rist ho : 0 pay i
The gult system was a type of a fief right t , ity
taxeesgliln :Zssheg: ‘IZjnd otryrl)abor to land lords. Any piece Odf lan:u;:jp?:c;S;cTatzey TeSided . da“d
‘owner’ who could be an absent landlord. These landl.or. S “i/shed i, Or; thfmm 'n;n
return for a favour. The landlords could have been distingu € army c[():
members of his government or the nobility

GERBER OR PRIVATE PROPERTY RIGHTS (FREEHOLD)

There is still some debate on what the Gerber system was all about: le_ferent literatyr,
different pictures as to what this entailed. During the monarchy, there 15 evidence thyt g,
some people who owned land and had free hold t}tle of this land-espemally In the majo; Citeg
towns. The freeholders would then subdivide their property to glve out to tenants, According N
Dorham (1986), the period was characterized by tribute paying peasants.Gerberygg large
created by way of land granting by the crown to give those members of the

' army who wey, loyg
to the regime in the conquered areas. Under this system land was sold and exchanged.( Abu:;e‘
2006) ’
SEMEONE

The Orthodox Church was very influential in the runni
period. It was the bishop of the Orthodox Church who w
be rewarded by vast lands throughout the country.

called Semeone and the peasants who would be res
the church rather than the king. It would be in the for

ng of the country durip
ould anoint a king and th
The form of governance by the church was
iding on church lands would Pay homage (,
m of cash or labour on the church farms,

& the imperiy
€ church would

MENGEST

SOCIO-ECONOMIC IMPACTS

Tl:;re was no coherer}t pattern of social ang economic development in the imperial period. Th
ordinary person remained poor and landless, The economic

progress was sluggish. Agricultur
3
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and industrial performance wan poor. The emergence of the Fthiopian Alrlines wag

exception in an era of bad economie governance. An attempt to register land met wj
resistance from the land barons, After introducing land taxation in this perlod, it wis dise
in 1969, There was rising inflation, corruption and famine (Thomas and L. Verle, 2007),

the only
th flerce
ontinued

DERGUE PERIOD (1974-1991)

According to Abuye (2006), because of the discontent arising from (he Inequitable Jang

disteibution in the country, there was a popular uprising against the monarchy which ushered in 4

new era in the form of the Dergue Regime in 1975, The demand for land reform way the main

economic fssue during the 1974 February revolution, In order to address the glaring imbalances of
land ownership in the country, the government nationalized all the land, This was brought about
by proclamation No 31 of 1975, The proclamation was to provide for public ownership of rural
lands. All rural land became the property of the state. Land was given to the tiller for free. Fach
family was given a maximum of 10 hectares. Soviet types of cooperatives were formed, The right
to use land came through the permit system and use rights.(Abuye, 2006).

The allocation of land was done centrally and the ordinary people were not allowed to deal with
land issues. It was not allowed to sale ormortgage the land and neither was itallowed tolease nor
bequeathit. The traditional institutions such as rist or gult were abolished during this period,

SOCIO-ECONOMIC IMPACTS

There was a radical reform on land but the government was cautious on industry and commerce.
The landless peasants were given land to till and were only allowed to work for themselves on the
farms. All banks and insurance companies were nationalized in 1975. Very few investors came to
Ethiopia but most were actually finding their way out of the country because of the inhospitable
investment climate emanating from the Dergue regime land policy. The 1986 famine took its toll
on the government as it was regarded as being unsympathetic to the plight of the poor by the
international community. People were forcibly uprooted from their villages to other areas to avoid
the famine. The GDP fell by 5% and inflation soared due to the falling of the coffee prices on the
international market. The foreign exchange reserves of the country were reduced to an all time
low (Thomas and La Verle, 2002).

POST SOCIALIST ERA TO PRESENT (1991 TO PRESENT)

The Dergue regime failed to function as a government for various reasons including the rampant
corruption and total mismanagement. There was general discontent as the populace felt that they
were being oppressed by the system. A popular revolt by the people eventually brought down the
government in 1991. The new government did not change the major land policy of the Dergue
regime but made some modifications, which made the land policy more hospitable. Article 40 of
the 1995 Ethiopian Constitution states that, “the right to ownership of rural land and urban land as
well as for all natural resources is exclusively vested in the state and the people of Ethiopia”. The
article specifies “right to obtain land without payment” for “Ethiopian peasants” for grazing, and

cultivation purposes as well as a right to be “protected against eviction from the possessions
2003”,
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and industrial performance was poor. The emergence of the Ethiop{an Airlines was the only
exception in an era of bad economic governance. An attefnpt' to rféglsléf la{ld met with fierce
resistance from the land barons. After introducing land'taxatlon in this period, it was discontinued
in 1969. There was rising inflation, corruption and famine (Thomas and La Verle, 2002).

DERGUE PERIOD (1974-1991)

According to Abuye (2006), because of the discontent. arising from the ir?equitable land

distribution in the country, there was a popular uprising against the monarchy which ushered in a

new era in the form of the Dergue Regime in 1975. The demand for land refo.nn was the main

economic issue during the 1974 February revolution. In order to address the glamg imbalances of
land ownership in the country, the government nationalized all the land. Th'ls was brox'xght about
by proclamation No 31 of 1975. The proclamation was to provide for public ownership of rural
lands. All rural land became the property of the state. Land was giver-l to the tiller for free. Each
family was given a maximum of 10 hectares. Soviet types of cooperatives were formed. The right
to use land came through the permit system and use rights.(Abuye, 2006).

The allocation of land was done centrally and the ordinary people_were not .allowed to deal with
land issues. It was not allowed to sale ormortgage the land and neither was -1talloyved tf)lease nor
bequeathit. The traditional institutions such as rist or gult were abolished during this period.

SOCIO-ECONOMIC IMPACTS

There was a radical reform on land but the government was cautious on industry and commerce.
The landless peasants were given land to till and were only allowed to work for themselves on the
farms. All banks and insurance companies were nationalized in 1975. Very few investors came to
Ethiopia but most were actually finding their way out of the country because of the inhospitable
investment climate emanating from the Dergue regime land policy. The 1986 famine took its toll
on the government as it was regarded as being unsympathetic to the plight of the poor by the
international community. People were forcibly uprooted from their villages to other areas to avoid
the famine. The GDP fell by 5% and inflation soared due to the falling of the coffee prices on the

international market. The foreign exchange reserves of the country were reduced to an all time
low (Thomas and La Verle, 2002).

POST SOCIALIST ERA TO PRESENT (1991 TO PRESENT)

The Dergue regime failed to function as a government for various reasons including the rampant
corruption and total mismanagement. There was general discontent as the populace felt that they
were being oppressed by the system. A popular revolt by the people eventually brought down the
government in 1991. The new government did not change the major land policy of the Dergue
regime but made some modifications, which made the land policy more hospitable. Article 40 of
the 1995 Ethiopian Constitution states that, “the right to ownership of rural land and urban land as
well as for all natural resources is exclusively vested in the state and the people of Ethiopia”. The
article specifies “right to obtain land without payment™ for “Ethiopian peasants” for grazing, and

cultivation purposes as well as a right to be “protected against eviction from the possessions
2003,
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THE LAND CERTIFICATION PROGRAMM

; f the two pronged approach taken

Thg Lgnd Certification Programn:(f::’bl;3 n(;:f; f?er :tfllﬁg tcl)le rural folk in their enci.anOr o fozat]?;
sy e ad;itrz:aslsp art answer to the problem of tenure security in the TUra] grgyg

;?hc: irrl;?rg:inl:n\sam;?z&ed withpfull backing from the ggvergmenF. theeli;?%raméne is saig ¢,
have been the biggest of its kind in the regiqn and per}_laps hm A lccat ;gon Py atectfl €. The Lang
certification program of Ethiopia was carried out with the e.)lilp::) ender € end of g,
exercise, people will be able to invest in land and that there will be g ’ qd dty as both mg,
and woman would be able to work the land as equals. The other reasons forwarded were t_hat after
the exercise, there will be an improvement on governance, reduction on land confljct and
promotion of the use of rentals and user right transfers on land. _The EXCrcise was a step towa_rds
recognizing customary rights and recognizing the property rights gf women _and PTO\{ldmg
documentary evidence of who owns what and wherg. Though the exercise was rudimentary i the
initial phases, it provided documentary evidence which could be upgraded to titles,

other regions of Ethiopia. Most of the regions started this programme in 2003 and in a period of
two years, they had completed the exercise. The certification Programme in the other regions was
an improvement of the one which had been implemented in Tigray in the 1990’s. In Tigray, 88%
of the rural households had received certificates during 1998 and 1999, I Amhara, 79% of the
households had recejved the certificates two years after the programme started. More than 20
million certificates haye been issued in 3 very short period of time in Ethiopia.

A survey on the certification progr.
and the World Bank in 2006, Among th
seeking to find oyt the steps one had to und
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Committee. One part of the questionnaire was to find out on the economic activities taking place
within a given kebele. The outcome showed that 90% of the households depend on agriculture for
a livelihood. The remaining 10% were self-employed. With the mean land area of 2075 per
village, and three quarters of it being cultivated an individual will be entitled to 0.3 hectares.

According to Deinenger etal (2007) this was an attempt to draw upon formal mechanisms to
enforce property rights including incentives for land related investments, enhanced gender
equality and bargaining power by women, improved governance, reduced conflict potential and

lower transaction costs for enhanced property deals.
THE NEW LAND LEASE POLICY (PROCLAMATION 721 OF 2011)

Article 40 of the constitution of the Federal Republic of Ethiopia stipulates that land is the
property of the state and the peoples of Ethiopia and that its use should be subject to specific
regulation of the law.The statement is clear inthat the ultimate free holder of the land in Ethiopia
is the government. With the leasehold system that is being practiced today, anyone else who
intends to use the land would do so on leasehold for a given period of time.The duration of the
leasehold is depended on the land use upon which this parcel of land will be put to use.

The recently promulgated land lease proclamation in Ethiopia is the Proclamation 721 of 2011.
According to sub article 1 of article 36 of proclamation 721 of 2011 the Re-enactment of Urban
Land lease Holding Proclamation No 272/2002 was repealed. According to sub article 2 of the
proclamation, no customary practice in as long as it is inconsistent with this proclamation is
applicable with respect to matters covered by this proclamation.The above has come out as a way
of consolidating the various tenure systems that were being practiced in urban Ethiopia. In some
smaller towns, the permit system was still being practiced whereupon the individual possessor of
a land parcel had usufruct rights upon the land. The customary system and other land tenure

systems were still to be found in rural Ethiopia.

Sub-article 4 of the same proclamation states that the urban land delivery system shall give
priority to the interests of the public and urban centers to ensure rapid urban development and
equitable benefits of citizens and thereby ensure the sustainability of the countries development.
Public interests can be roads, schools or other services of mutual benefit to the residents of a
given city. The article is full of ambiguity as it does not fully state what public interests constitute.
The article mentions giving priority for the development of urbancenterswhich is an all-
encompassing statement which is too broad and leaves the property holder vulnerable to land
acquisition by the government in the name of development. If the government intends to acquire
land from individuals, it cannot be stopped by anyone or any law due to the provisions of the sub-
article. It is the landholder who becomes the loser at the end of the day even if the landholder tries
to seek recourse from the laws of the land. One would probably try to fight against the low
compensation which is normally awarded by the government after the compulsory acquisition of

the said property.

Article 5 of the new land lease proclamation prohibits owning land through other mechanisms
other than the leasehold system. The previous permit system which operated in smaller towns is
now defunct and the regional authorities were given a mandate to agree were this new
proclamation could not be applied immediately for various reasons.A period of five years was set
out as the maximum for which the new proclamation could not be applied. Upon expiration of the
five years, the land proclamation would become a blanket legislation covering the whole country.
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; ities. In developing countries ag well as
i xploited by the local authorities :

?Oogtl;glc i“;h's";,hm?]:iet::&g;:n& or tender processes have takgn place without the knowledge of

::e peo(r);l)e ‘Local authorities have gone ahead to make plans without having adequately advertised

them to the public.

According to article 13 of the proclamation, anyone requesting for u}:ban land a.llotmetl:t must put

up his or her request with an accompanying recommendation from the sup;rv'lsmg authority from

which the land is situated. To accompany the request and the recommendation, thgre must be a

properly done project plan with the start and end dates cle:arly Stfpulated tcl’gether with the budget

for carrying out such a venture. In the 2002 land lease policy regime, peo;(al el would hoellrd lapd fgr
speculative purposes without putting it to good use. If the new lan easi prIoc amellelon is
properly policed, it may be difficult for people to hold onto !and nnecessarily. dt Wwould have
been more effective if the proof of funding for any project is thoroughly vetted. The process
would weed out the pretenders who have held development in most towns at ransom by not
developing their lands yet the investors are coming in looking for land and may not find suitable
land due to the speculators.

ADMINISTRATION OF URBAN LAND LEASE HOLDING

Upon winning a tender for a parcel of land in the urban area, a conclusion of contract with me
appropriate body which had floated the tender is made.There must be a proper plan whlgh
stipulates the construction start up time, completion time, and payment schedule of the lea%se price
and grace periods i.e. the extra time awarded to the leaseholder to pay off the lease price. Tpe
rights and obligations on each parcel of land on the parties as well as all the other relevant details
must be clearly spelt out. There must be awareness on the contents .of. the lease agreement
especially to the lessee. The lease is signed and a lease holding certificate is issued out.

Whoever the investor is in this case is well protected in that they have something to show to the
land courts should it happen that there possession of a particular piece of land is in question. The
bundle of rights for this piece of land is clear as per the provision of the proclamation. This
method of operation promotes more investment from the skeptics who would not otherwise invest
in the developing world where they are not so sure of the policies which are continuously
evolving with change of governments. The leasehold system which is operating today has

therefore gained a distinction with the way the land was being administered during the Dergue
era.

The new land lease proclamation just like its repealed predecessor,
on the type of land uses upon which the land will be put. The 1
lease period are residential land uses which ¢

gives lease periods depending
and uses which attract a longer
an:go up to 99 years. The 99 year period also takes
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New

According to sub-article 2 of article 24 of the new land lease prolclta}(IJT:lag?z,o :lfsglsciti:ssef;l Wishes ¢,
transfer his leasehold right prior to commencement Or half comp Z lb e e riatr: bsd shal] b,
required to follow transparent proc;@wles ofhsélll:l3 g)g}l:te :‘:ﬂ f,rl}l;::ral grior tcl)) co:struction {)uts l:}?;

‘ that lessee can use his leaseho :
3;1516558;?; exceed the balance of lease down pgymgnt. The _abovehstaltementhrelnforc.es the
already .mentioned fact that land is not for mortgaging in Ethiopia as the lessee has no right t,
mortgage the land as he is not the freeholder.

Article 25 of the new land lease proclamation gives the grounds upon which a land lea§e can be
terminated. According to the land lease proclamation, a leasehold agreement can be terminateq by
the appropriate body if the lessee is in violation of the land uses that wopld haYe been prescribeg
by the operative plan of the town. The lease agreement can also be terminated if the land is to be
used for a public interest or if the lessee has failed to renew the leasehold agreement upon
expiration of the previous one.

The lessee has a provision of a right to appeal to the appropriate body if they are aggrieved by the
amount of compensation they would have received from the appropriate body.

SOCIO- ECONOMIC IMPACTS

According to the constitution of Ethiopia, it is the duty of the government to see to it that there are
enough houses for the people. It should ensure the supply of clean water, adequate health and

educational facilities as well food and social security. Women are supposed to participate in
socio-economic development.

socio-cultural conditions of a given repi i .
: region and ave i =
material damage or loss of human life, g kit o Draaivn
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government. Although some scholars argue that the common man has not really benefitted from

the efforts of the present government and that the gap between the poor and the rich has widened,
some also argue that it is a lull before a storm. A storm of high economic performance, a storm of

high employment rates and a stride toward the emancipation of the ordinary folk.
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Abstract

The concept of Supply Chain Management (SCM) has evolved over last 5 decades.
Management’s quest for the enhancement of efficiency and reduction of cost began
before 1960s. It developed further with Enterprise Resource Planning (ERP) to integrate
organizational functions and operations during 1960s to 1980s; and finally to integrate
internal operations of an organization with its external business partners to make it fully
integrated supply chain. The concept of SCM has become very popular with the
industrial organizations across the world. It ignited research interest amongst
researchers and literature available at present explains the concept of SCM from a
number of perspectives. Present paper is a literature review and attempts to bring out
various dimensions of SCM. Beginning with the definitional aspects of SCM, it presents
the history and evolution of SCM, its role in improving organizational efficiency by
integrating SCM with business strategy and the various stages of SCM implementation.
Finally, it throws light on its status in India and lastly the issues and challenges
associated with the implementation of SCM.

Keywords — Supply Chain Management (SCM), Enterprise Resource Planning (ERP),
Supply Chain Integration

L. DEFINITIONAL ASPECTS OF SUPPLY CHAIN MANAGEMENT

The concept of Supply Chain Management (SCM) has been explained from a number of
perspectives and the literature provides various definitions of SCM.
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The.n;fore, MRP-1 graduated to Manufacturing Resource Planning (MRP-II), which identified
additionally precise requirement of materials and process-stock at every stage of manufacture in
direct relation to the customer-orders combining purchasing and manufacturing effectively. The
advancements in information technology during the 1980s catalyzed the growth and development
of Enterprise Resource Planning (ERP) that provided a dynamic online system to guide the

managers fqr the integration of suppliers, purchasing, manufacturing and marketing across the
entire organization (enterprise).

23 Post — 1980°s: Supply Chain Management (SCM)

ERP V_V&s'able to provide decision support system to managers integrating the activities within the
organization / enterprise. The limitation of the ERP was that it could serve the internal clients
only. Thu.s, need was felt to have a system, which comprises of both members within and outside
the Organization to work together and collaborate to provide best overall performance. Every
organization or firm that contributes to the main enterprise is given the status of “Partners”, who
will share the risk ag well as prosperity / profit / growth with the main enterprises. Thus, any order
or changes in the customer’s requirement is conveyed in “real time”, “on-line” to all the partners
involved so that they all know their role / action to be taken and work in collaboration, even
though they may have conflicting business interest. This concept is termed “Supply Chain
Management” which has gained immense popularity across the world.

Blaser & Westbrook (1995) examined several company practices of SCM and a literature review

of SCM design and development issues, and have identified five strategic success factors, which
are [5]:

1) Building customer-supplier relationship: Good relationship management with suppliers and
customers is a crucial element of supply chain management. Closer, trust based and long term
relationships with supply chain partners is imperative in sustaining competitive advantage.

2) Implementing information and communication technology: Supply chain members must
share information in order to improve the efficiency and effectiveness of SCM.

3) Re-engineering material flows: Towill et. al.(2000) opined that control of smooth material
flow lies at the heart of best SCM designed and practices and re-engineering of material flows can
improve supply chain performance [6]. Moreover, the efficient flow of material ensures products
are delivered to customers on time. This implies that inventories of raw materials, work-in-
process [WIP] and finished goods can be kept at the lowest level, which can reduced the
inventory holding costs significantly [7].

4) Creating corporate cultures: The single most important prerequisite for successful SCM is the
change of corporate culture. Culture reflects the norms that characterized an organization and

shape the expectations about what are appropriate behaviors and attitudes [8]. Change of
corporate culture is necessary as the traditional culture only emphasizes organizational
performance from the short-term view point, which contradicts the objective of SCM to achieve
high performance and profitability consistently in a way that benefits all contributed in the supply
chain [9]. Culture supporting behavior, openness, inquiry and experimentation are of great benefit

to supply chain members [10].
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4. LINKING THE SUPPLY CHAIN TO THE BUSINESS STRATEGY

The supply chain strategy can be viewed as the pattern of decisions related to sourcing Produc;

capacity planning, conversion of finished product, deployment of finished product, demgpg
management and communication, and delivery. Linking supply chain strategy to the business
strategy involves defining the key business processes involved in producing a company’s proqyy
or service. Nowadays competition among companies is becoming keen and ng longer betweey

companies and companies, but supply chains to supply chains [15].

Supply chain management is a strategy through which such integration can be achieved [16]. The
six mgj_or dimensions of SCM include a) Partnership, b) Information technology, ¢) Operational
ﬂexlblhty_, d) Performance measurement, e) Management commitment, and f) Demand
characterization [17], Better managing the supply chain also involves managing the marketing
link to the supply chain and linking supply chain strategies to the overa]] company strategy [18]. ~
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and supply components/services to large Indian Firms and MNC's like Ford, G.M, Phillips, P&,
Walmart, and Merck ele,

4‘"“"" Quality Management (TQOM and Supply Chain Management (SCM) have both played an

increasing role in strengthening organizational competitiveness [19). In the continually changing

the global market, quality products along are no longer enough, New challengers now include a
focus on supply to determine the right time and place for product delivery [20], [21]. lmernutwpal
business competition is no longer limited to organizations but now includes the supply chains
1221, [23]. Although both TQM and SCM are critical to organizational performance, they are
rarely studied together [24], [25] and [26).

6. SCM IN DIFFERENT INDUSTRIES

The computer components manufacturer - Hewlett& Packard - systematically linked its
distribution activities with its manufacturing activities in the computer terminal business in the
carly 1990s [27). The appliance manufacturer, Whirlpool began its supply chain implementation
with a team of executives in 1992 chartering this vision - “Winning companies will be those who
come the closest to achieving an inter-enterprise pull system. They will be linked in a short cycle
response mode to the customer” [28]. Wal-Mart began its own supply chain initiative by working
directly with key manufacturers [29]. The manufacturers are responsible for managing Wal-
Mart’s warehouse inventory of their products, termed vendot-managed inventory (VMI). In
return, Wal-Mart expects near 100 percent order fulfillment rates on those products. Within the
medical products industry, three firms engaged in supply chain relationships in the early 1990s
were West Corporation, Baxter and Becton Dickinson [30]. West supplies rubber stoppers to
Becton Dickinson who supplies medical products to Baxter. A leader in the manufacturing and
distribution of building products in North America, Georgia-Pacific began implementing supply
chain management practices within the decentralized operations of their company [31]. Many
other examples of companies implementing supply chain management concepts are available
[32], [33] and [34]. The vast interest in the topic indicates the concept has become a key issue for
a diverse group of companies who are taking steps to improve customer delivery and at the same
time reduce overall costs.

7. SCM IN INDIA

Worldwide interest in supply chain management has' increased steadily since the 1980s when
organizations began to see the benefits of collaborative relationships. This management concept
is, however, nascent in India [35]. Increasing uncertainty of supply networks, globalization of
businesses, proliferation of product variety and shortening of product life cycles have forced
Indian organizations to look beyond their four walls for collaboration with supply chain partners.
Changes in the environment have been so dramatic and sudden that Indian organizations have
realized the inappropriateness of competing effectively in isolation from their suppliers and other
associates of supply chain. Rather, the need for adopting collaborative methodologies, at this
stage, is more than ever before because of the recent economic deregulation and globalization of
the Indian industry. The traditional “protective” economic, industrial and organizational
boundaries have been demolished [36]. While emerging. markets offer opportunities they also
bring along new rivals. Information networks and technological convergence are re-defining the
rules of economic and trading relationships within the country. Hence, it has become necessary
for Indian organizations to look for methodologies and processes that produce maximum
efficiency both within and beyond their operations [37]. For most Indian organizations, which
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Abstract

L imes have thronged the lobg]
The scandals and stories of corruptions l; th: reet;j:clzlnand empowered organiiation
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effective work environment. Past research studies reveal that the congenial OCT4 'PA CE
culture is extremely important for promoting the above. It enhances the Organizatiop
effectiveness and increases the human productivity. In this context, t}fe present paper js
an endeavor to identify the major Jactors responsible for promoting organizationg
effectiveness among the employees and the prevailing OCTAPACE culture with special
reference to Banking sector. 80 responses 10 a 4 point scale questionnaire based on the
OCTAPACE profile developed by Udai Pareek were obtained from 4 Banks Operating in
Vadodara. The present Ppaper emphasis that if organizational OCTAPACE profile is
high, it would positively contribute to organizationql effectiveness.
Keywords: Organization culture, Organizationa] Climate, Organizationa] effectiveness,
Human resource management, Human Capital, Bank, OCTAPACE
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The manifestation of the behavioral pattern of the employee in a given atmosphere defines as
Organizational climate. Organizational climate consist of a system of shared actions, values and
believes that develops within an organization and guides the behaviors of individuals. It is a two
way system which not only develops from the employee behavioral pattern but also guide them.
The two most important survival questions are of prime importance for our consideration today,
They are (I) the question of external adaptation; what precisely needs to be accomplished and how
it can be done? (II) The question of internal integration; how do members tesolve the daily
problems associated with living and working together?

The answers to both the questions lie in effective management of human resources at every level.
The effective management of human resource is the key strategic issue for organization to face
challenges of competition. The Human Capital has become an ongoing area of investment. As a
matter of fact no organization can assemble growth, potentialities and capabilities of its
manpower overnight. The scarcity of people with energy, enthusiasm and potential, such as
knowledge, skills, attitude, aptitude, experience, motivation, physical and intellectual, strength,
and capability for growth has led to the retention and development of the existing employee.
According to Mufeed and Rao (2003), today’s business organizations live in an age of
paradoxes fraught with uncertainties, complexities and chaos due to which survival has become
very difficult and has prompted them to adopt new strategies for HRD for both managerial and
non-managerial staff to combat with an ever increasing competitiveness besides maintaining a
high level of efficiency and productivity in their work force.

A slight carelessness in managing manpower makes them less productive first, then zero
productive and then counter productive asset, by being capable of instigation others also not to
work or produce. Thus, a careless handling turns the performing human resource or asset into a
non-performing asset first and a “counter productive” liability latter. This sensitive and qualitative
effect and its bearing on the quality of services in industry need to be carefully remembered by
the authorities to manage manpower in Industry.

Organizational Culture is the expression of the organization itself. It can be defined as cumulative,
crystallized and quasi-stable shared life, shared style of people as reflected in the presence of
some states of life over others, in the response predispositions towards several significant issues
and phenomena (attitudes), in the organized ways of filling time in relation to certain affairs
(rituals), and in the ways of promoting desired and preventing undesirable behavior (sanctions).

The most important aspect of organizational culture is the values it practices. Eight values may be
examined to develop the profile of an organizational culture that is called OCTAPACE and its
Instrument developed by Prof T.V Rao and they are OPENNESS, CONFRONTATION, TRUST,
AUTHENTICITY, PROACTIVELY, @ AUTONOMY, COLLABORATION, AND
EXPERIMENTATION

2 LITERATURE REVIEW

The supremacy of human element and urgency of creating a learning organization through
development of organizational capabilities all the times, make out a strong case for the evaluation
of HRD climate in organizations. Various studies reveal that the HRD climate contributes to the
organization’s overall health and self-reviewing capabilities which in turn increase the capabilities
of individual, dyads, team and the entire organizations. Bhardwaj, and Mishra (2002), conducted a
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performance of the employee the HRD climate was required more than the HRD system .So the
making of the HRD culture in the organization paveq and saw the‘ growth of OCTAPACE values.
Riyaz Rainayee(2002) in a study on HRD Climate in Commercial banks found that the overall
level of OCTAPAC values in the banks was perceived at a moderate lgvel_. The study created a
link that a better OCTAPACE rating leads to an HRD climate wh}ch in turn enhances the
organizational effectiveness. Pooja Purang (2007) made a comparative analysis of th‘e HRD
climate of Public ,Private and multinational organization found that employee perception was
significantly better in MNC than the public sector organization Solkhe aqd Chal.ldhary(201 1) in
their research linked Job satisfaction of the employee with an overall high ratings of Cfene'ral
Climate, HRD mechanism and OCTAPACE culture .Job satisfaction creates better organ!zatgon
effectiveness by defining the employee attitude one of the framewqu for orggngtlon
effectiveness. Quinn and Rohrbaugh's (1983)CVF framework. The dynamics of organizational
citizenship , learned optimism, and organizational ethos when represented through OCTAPA(;E
by Niranjana and Patanayak (2005)found that manufacturing sector was higher in cultute v'vhll.e
the service sector was high in the organizational citizenship and learned optimism. Thus3 linking it
to our study of OCTAPACE culture in banking sector which is a labour sensitive service and'an
effective performance of a banking organization need a high OCTAPACE rating and a negative
HRD culture will destroy its fragile framework Thus, the Indian banking sector gives a totally
different picture then its western counterpart. On one hand technology is becoming part a}nd
parcel of it’s service but the human element cannot be forgone as it seek it’s nearness with it’s

customer(the service seeker) .As employees become the touch point with customer the
OCTAPACE values help in creating a conducive atmosphere.

3 OCTAPACE CULTURE

The essence of the HRD climate can be well gauged from the amount of importance that is given
to the development of OCTAPACE culture in the organization. The term has been coined by

Professor T.V. Rao of IIMA. The OCTAPACE items characterized by the occurrence of

openness, confrontation, trust, authenticity, pro-activity, autonomy, collaboration and
experimentation are valued and promoted in the organizations. The literature available on HRD

climate is an evidence of the fact that a very meager amount of research has so far been carried
out especially on the critical dimensions of HRD climate. Empirical studies conducted by (Kumar
and Patnaik, 2002; Rohmetra, 1998; Kumar, 1997; Mishr

a, Dhar and Dhar, 1999; Bhardwaj,
2002; Alphonsa, 2000; Rao and Abraham, 1999) indicate that the culture of OCTAPACE values

is imbibed in the culture of the many organizations to a good or moderate degree. These values

help in fostering a climate of continuous development of human resources. Eight OCTAPAC
values to develop the profile of an organizational culture as discussed as under;

The OCTAPACE profile is a 40-item instrument that gives the profile of organization’s ethos in
eight values. These values are openness, confrontation, trust, authenticity, pro-action, autonomy,
collaboration and experimentation. The instrument contains two parts. In part I, values are stated
in items 1 to 24 (three statements of each of the

eight values), and the respondent is required to
check (on a 4-point scale) how much each item is valued in

: : his organization. Part 2 contains
Sixteen statements on beliefs, two each for eight values, and the respondent checks (on a 4-point
scale) how widely each of them is shared in the organization. In addition to checking the items on
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The current study had the following objectives:

1) To study OCTAPACE profile in the (i) Nationalized Bank& (ii) Private Bank,
2) To reveal major factors contributing to Organization culture.

3) To critically evaluate the perceptions held by managers as well as non-managerial
staff with regard to OCTOPACE Culture in sample study organizations,

4) To evaluate OCTAPACE profile and its overall effectiveness on banks.
5.1 Research Findings

The reliability conducted Corbach Alpha method revealed .814 accuracy, which indicates, greater
effectively to go for further analysis. It shows the authenticity of the work done by the researcher.

With high significance at .000 this test was reliable to go in for Factor analysis

The table shows the distribution of OCTAPACE elements in three factors for the Bank under
study.

This table indicates the classification of the group are been done by the different factors if the
OCTAPACE Where the group A is having the 1,2,5,7 and 8 group together.( i.e Openness,
Confrontation, pro-action, collaboration and the experimenting factor.)

Table: 1 Reliability test

Cronbach's Alpha Based on
Standardized Items N of Items

818 .814 40

Factor Analysis: Test used to find out factors in the study KMO and Bartlett's Test

Table: 2 KMO Test of Sampling Adequacy

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 739

Bartlett's Test of Sphericity Approx. Chi-Square 85.938
Df 76
Sig. .000
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Table 3: Factor Analysis test : 3 Factors

A = Achieving factor; B = Believing factor; C = Authentic factor

Factors

| € ]
L Openness é -002
/ 2. Confrontation ] 726 I 160 038
L 3. Trust I 492 ) 726 -.037
[ 4. Authenticity , 183 I 067 .945
L 5. Proaction I 729 ’ -.085 177
/ 6. Autonomy l 023 I 899 119
/ 7. Collaboration I 638 l 152 332
/ 8. Experimenting ( 2 , 264 191

]

This table shows over all correlation between all banking in sample survey. According to thi
there is a high degree of relation 0.84 between the pro-action and the collaboration of work. Thig
means that the industry is proactive in their work and employees are supportive enough to
collaborate their work and share it among each.

Table 4: Over all Correlation Test of all the Banks

= £ g

g | | & |§ | & s |3 |3

o 5 = & 2 = g

o < o o
| Openness ] I l l l :
Confrontation / 0.69 / 1.00 I —
Trust J074 o079 [100 / —
Authenticity [0s0 o075 |67 | 1.00 _—
>roaction [o70 o083 [o70 074 | 1.00 L
.utonomy / 0.60 1 0.77 l 0.80 0.72 0.75 1.00 //
ollaboration j 0.76 [ 0.82 0.73 0.78 0.84 0.80 7'65//0
perimenting j 0.80 ] 0.83 0.80 0.74 TE78 0_72:_9._8_11/»
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Table §: Individual Bank wise OCTAPACE correlations

" Bank A AT % 805(**) Sty
| ';29(") openness and | .727(*) Confrontation and Autonomy  and | Experimenting
r value 1st Trust Trust and Trust
' Significance | 002 017 005 004
Bank C * ti d | .908(*
959(**)Authenticity and okl ; mome v () .
’ Confrontation Collaboration
r value Confrontation
and Openness
Significance 003 021 012
Bank D .749(*) collaboration and
r value confrontation
Significance 013

While applying correlation within the Industry, the studied revealed facts which were important to
understand OCTAPACE in Banks. Bank A (Private Bank) study indicated all the factors been
very strong however each elements of OCTAPACE had a strong correlation with T i.e Trust. This
clearly shows that there is a huge degree of trust among the employee and this is only because of
the practice is being flowed by company of giving credit of work that has been performed by
employee. Another reason of high Trust element is that the employees’ are been empowered in
taking decision, that why the freedom they get from their organization are making them belong to
the organization. The last but not the least is the correlation between the trust and the experiment.
The reason is only out of box thinking and its reward system in this organization culture. The
Group valued is A and B

Bank B (Private Bank) studied revealed no correlation among the OCTAPACE element.
Research to this bank led to an understanding that it need to lay emphasis on designing strong HR
practices and clarity in job design. No Group value.

HYPOTHESIS TESTING

Paper hypothesizes that if organizational OCTAPACE profile is high, it would positively
contribute to overall effectiveness in all the banks.

Bank C an oldest nationalized bank had an ability to change in accordance with competitive
world that’s why a strong correlation between the confrontation and the pro-action is revealed. It
is continuously updating practices to cope up with other bank especially private sector banks.
They have accepted the openness toward their old working system and started working
collectively with the effort of young and experienced people. The Group valued is A and C

Bank D (Nationalized Bank) has the highest number of experienced employees. Because of this
they are very familiar with the working environment so as a result they never shy away from
problem; in fact they go very deep into the problems. Thus the studied emphasized a strong
correlation between collaboration and confrontation. The Group valued is A
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PACE .
:l'l'l‘:'l’li’ngczol;‘llafrlz“!i value elements of openness, confrontation, trust, authenticity, proaction,
a3 mention od b ‘;)"’“ and experimentation has a respective opposite poles of eight values 00
A iy ﬂy‘ areek (2002)) -closed, avoidance, suspicion, manipulation, inertia, role

oo contlict and safe playing, A single opposite pole means deterioration of the

2{5?12::1h0nal culture and thus the emphasis remains in making OCTAPACE a combined value
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Abstract

The paper is an attempt to delineate theme wise trend of articles in leading Indian
Jjournals. All the issues during the period 2002 to 2011 from select journals have been
scanned. Linda Mayoux's (1997 and 2002) contribution (virtual spiral) has been used
for the classification of the papers reviewed. In this paper the focus is only on Financial
self-sustainability paradigm. Contributions of academicians and practitioners related to
Institutional sustainability or the notion that Microfinance Institutions need to be
financially self-sufficient (free of subsidies) finds mention.

Key words: Microfinance, Financial self-sustainability

INTRODUCTION

Throughout the world, poor people are excluded from formal financial systems. Exclusion ranges
from partial exclusion in developed countries to full or nearly full exclusion in lesser developed
countries. Due to lack of access to formal financial services, the poor have developed a wide
variety of informal, community-based financial arrangements to meet their financial needs.
Microfinance is the term that has come to refer to informal and formal arrangements offering
financial services to the poor.

The rise of the microfinance industry represents a remarkable accomplishment taken within
historical context. It has overturned established ideas of the poor as consumers of financial
services, shattered stereotypes of the poor as not bankable, a variety of lending methodologies
demonstrating that it is possible to provide cost-effective financial services to the poor, and
mobilized millions of dollars of “social investment” for the poor (Mutua, et al. (1996)).
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FINANCIAL SELF-SUSTAINABILITY PARADIGM

In Financial self-sustainability paradigm the main consideration in programme design is

provision of ﬁpanmally self-sustainable micro-finance services to large numbers of poor people

particularly micro- and small entrepreneurs. The focus is on setting of interest rate “right” tc;

cover costs, to separate micro-finance from other interventions to enable separate accounting, to
expand programmes so as 1o capture economies of scale, to use groups to decrease costs of
delivery. Gender lobbies have been able to argue for targeting women on the grounds of high
fe!nale Ter{aymént‘rates and contribution of women’s economic activity to economic growth. In
this paradigm, lt.lS assumed that increasing women’s access to micro-finance services will in
itself lead to individual economic empowerment, well-being and social and political
empo.wermt?nt. In order to have proper understanding of the literature review, Financial self-
sustainability paradigm is further classified into Models of microfinance, Outreach and

proﬁtablll'ty,. Microfinance and financial inclusion, Microfinance ~Regulation and
Commercialization.

Models of microfinance

Frances Sinha (2005) in his paper “Access, Use and Contribution of Microfinance in India”
mentioned that there is a diversity of approaches in India to microfinance involving banks,
government agencies and NGOs. On the basis of different ways to working with groups, the
models of microfinance delivery may be classified as the SHG model, Grameen replication model
and the individual banking approach. There are informal sources also available like chit funds,
moneylenders, pawnbrokers, friends and relatives. He concluded that performance of the SHG
model is exceptional in providing a saving based mechanism for internal group credit.

Malcom Harper, Andreas Berkhof, R V Ramakrishna (2005) in their paper “SHG-Bank linkage a
tool for reforms in Cooperatives?” examines the spread of the Co-operative-SHG linkage across
states, the relationship between commercial success of cooperative banks and the impact of such
linkages. There are number of factors like type of membership offered to SHG, financial products
available, restrictions on the use of savings and choice of SHIP can impact an SHG linkage

involving Cooperatives.

Based on the observations of the failure of development policy and administration, with a weak
role played by the State in supporting the institutions of development, Shah (1996) emphasized
the importance of developing NGOs as change agents. Government of India (1985a, 1985b) also
realized its failure in properly implementing development projects and decided to involve NGOs
during the Seventh Five-Year Plan, in executing development projects. The NGO’s strength lies
in target group approach, flexibility, experimentation, innovation, grassroots presence and

motivation.

P Satish (2005) in his article titled “Mainstreaming of Indian Microfinance” discussed about
failure of formal sector to provide financial services to the poor and underprivileged sections of
the society. He discussed about an ambitious credit scheme IRDP and pointed out that only 10%
of borrowers have been found to be still associated with the banks after their loan repayments. He
discussed about five methodologies of microfinance: Grameen and solidarity model, The group
approach, Individual credit, Community banking, and Credit unions and Cooperatives. He further
discussed about microfinance outside SHG-Bank linkage like NGO-MFIs, NBFCs and MFIs,
Mutual Benefit MFIs and for profit MFIs. He further pointed out that SHG system is more
34
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approach towards a broader paradigm of livelihood finance. Formal banks have always been
reluctant to serve the poor, especially the asset poor, who cannot offer any collateral, In an effort
to reverse this trend, subsidized credit programmes were attempted, like IRDP, Banks were given
heavy subsidies, not only to keep interest rates low, but to compensate for the high transaction
costs and inherent risks of such operations. There is shift from micro credit to microfinance a
broader term encompassing, in addition to lending, efforts in savings mobilization, insurance
provisioning, and in some cases assisting in distributing and marketing clients’ output. The
transition reflects a change of outlook resulting from a growing realization that low income
households can benefit more through a broader set of financial and non-financial services than
just credit. Evidence from microfinance clients around the world indicates that access to financial
services help the poor to increase their household incomes, purchase assets and make them less
vulnerable to emergencies. Such access is claimed to translate into better nutrition and improved
health and literacy status at the household level. Further access to finance is also claimed to have
made women clients more confident in the household decision making process.

Acc'ord.ing to Ghate et al. (1992) one way of expanding the successful operation of microfinance
institutions in the informal sector is through strengthened linkages with their formal sector
counterparts. A mutually beneficial partnership should be based on comparative strengths of each
sector. Informal sector microfinance institutions have comparative advantage in terms of small
transaction costs achieved through adaptability and flexibility of operations. They are better
equipped to deal with credit assessment of the urban poor and hence to absorb the transaction
costs associated with loan processing. On the other hand, formal sector institutions have access to
broader resource-base and high leverage through deposit mobilization (Christen et al. 1994).

Anil Khandewal(2007) in his article “Microfinance Development strategy for India” said that
microfinance is claimed to be a powerful tool, which can be used effectively to address poverty,
empower the socially marginalized poor and strengthen the social fabric. He also discussed about
failure of banks in providing loans to the poor. He observed that banks and other formal credit
disbursement institutions are exposed to credit risk, high transaction and service costs, absence of
land tenure for financing housing, irregular flow of income due to seasonality, lack of tangible
proof for assessment of income and unacceptable collaterals such as crops, utensils and jewellery.
He concluded by saying that the organizational structures, procedures, products and methods used
by our banks are not suited to microfinance, and changing them would be time consuming and

expensive.

Pradeep Srivastava(2005) in his article “Microfinance in India Odysseus or Interloper?” discussed
that SHG-Bank linkage model of microfinance is favoured in India as it builds upon the existing
institutional infrastructure with civil society participation, regulatory issues have been minor and
well dealt with under the leadership of NABARD.

Bibhudutt Padhi (2003) in his article “Mainstreaming Microfinance: Bridging NGO-Banker
divide” recommends the development of a symbiotic relationship between NGOs and banks, with
the NGOs efficiently utilizing their strengths in social engineering and banks focusing on pure
financial intermediation. Such a strategic partnership will help achieve the otherwise elusive
targets of outreach to the poor. He further discussed about competitive advantage of NGOs.
NGOs are positioned at the community level to educate local institutions and people to be able to
make more effective use of the opportunities and proper use of finance. Social intermediation
activities refer to interacting closely with people at the grass roots, these activities are more
appropriate for NGOs due to its classic characteristics.
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“Microfinance and Fj i jon”
. e inancial Inclusion” has brought out
negative side of microfinance. He sta .

ted that microfinance has had m
o _ ! ore of a bandwagon effect
than contributing to the dynamics of the economy. Large employment oriented rural programmes

still suffers from inadequacy of backward and forward linkages. He concluded the article by
saying that PSBs would rather think of the potential inherent in the “bottom of pyramid”. They

should l;gtte;‘ think beyond the community services banking they are used to. The objectives of
financial inclusion can be to some extent achieved through such initiatives.

Microfinance Regulation

K G Karmakar (2011) in the article

NABARD in the growth of microfi
formulation, financial innovations, tech

“Emerging trends in microfinance” said that role of
nance model has been multidimensional like policy
: nological interventions, and institutional strengthening. He
has also discussed about number of innovative projects in microfinance funded by NABARD
such as SHG-Post office programme, social security system for SHG members, financial
assistance for developing software for NGOs to MYRADA, Grain Banks and SHGs.

Nilakantha Rath (2008) in his paper “On the Microfinance Regulation Bill 2007” mentioned that
the said Bill which aims to regulate trusts and societies that help or promote SHGs, is totally
unnecessary since it does not address the needs of the SHGs. Further according to RBI and state
government, there can be only one Cooperative Credit Society in a village. So, SHGs would not
have been permitted to register as credit cooperatives. These create difficulty for SHGs. SHGs

could not put money in the bank in the name of SHG. There were cases where individual
promoter misappropriates money of SHG.

B Yerram Raju(2008) in his article “Microfinance Development and Regulation” discussed about

content of the Microfinance Sector Development and Regulation Bill, 2007. He highlighted

different models of microfinance:1) SHGs promoted and financed by banks, 2) SHGs promoted

by NGOs/Government Organization and finance by banks 3) SHGs promoted by and financed

through NGOs by raising bank loans 4) The federated SHG approach 5) SHGs promoted by

NGOs, Societies/other organizations, and financed by MFIs 6) SHGs promoted and financed by
MFIs 7) Individuals directly financed by MFIs 8) The Urban Corporation Banking model 9) The
Multi State Cooperative Solidarity group model 10) The NBFC approach. Growth under the MFI
model has been greatly facilitated by the sharp increase in bank credit to MFIs. A wide range of
banks are now financing the sector, the private sector banks lending mostly to MFIs, and the
public sector banks through their wide network of rural bank branches, mostly to SHGs. The
private sector banks are financing MFIs both because they regard it as good business, and because
of priority sector obligations. More and more public sector banks are viewing SHG financing as
profitable, and undertaking it less and less because of moral persuasion from government and
NABARD. It is established that the outreach to the neglected sectors of population pursing
limited economic agenda, like the women, small and marginal farmers, tenant farmers, non-farm
micro enterprises would be possible only through MFIs.

H'S Shylendra(2007) in his paper “Microfinance Bill: Missing the forest for the trees” discussed
about the assessment of the Bill. He claimed that the Bill has a very broad title in reality it focuses
only on a narrow set of institutions acting as MFIS. There is a view that responsibility of
regulation given to the NABARD is not a sound idea as NABARD has many limitations. Further,
SHGs may become subservient to MFIs. Doubts have been raised over the ability of NGOs to
ensure safety of the deposits of the poor. There is a criticism from the women that women'’s being
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Udaia Kumar of Share Microfin in an interview with Microfinance Insights supported private
equity investments in Indian MFIs. He said that with the private equity fund MFIs can run a
viable program where MFIs cover all costs, make reasonable profits, service all investors, and
also pay the right price to banks they borrow money from. Everybody is in a win-win situation. If
MFIs are able to use this model, then they will be able to channel bigger money into the sector
and they will also be able to increase their scale. They will be able to get into the capital markets,

offer IPOs and so on. He was of the view that no conflict exist between MFIs social mission and
private investment.

Vijay Mahajan of BASIX in an interview with Microfinance Insights concerned about the impact
of extreme profit seeking investors on the mission of MFIs. He says, “Such investors might say
that reaching the poor is not their problem and that they are just investing in a company which is
doing microcredit as a commercial service. To such investors I would say, please stay out of this
field. The sector has not been built by commercial investors; it has been built by the sweat equity
of development workers, by funding from public and philanthropic institutions and accumulation
of capital of the poor themselves.”

Debnarayan Sarkar(2009) in the article “Indian Microfinance: Lessons from Bangladesh” traces
the fundamental differences in the provision of microcredit between Indian mainstream banks and
the Grameen Bank. The key issue for Indian banks is why more than % th of old credit linked
SHGs, financed in earlier years by a mainstream bank, are not receiving further microcredit from
the same source, although more than 95% of such loans are r.epaid in time? The Grameen Bank
has introduced a range of attractive new savings products which the SHG programme under the
SHG-Bank linkage model of India is lacking. Further Grameen Bank has trying to undertake a
process of transformation of the lives of individual members by building social capital.

Tara Nair (2010) in her article “Commercial microfinance and social responsibility: A critique”,
throw light on transformation process and social responsibility of MFIs. She had further discussed
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Abstract

The emergence of new Bus Rapid Transit System (BRTS) in recent years has prompted
transit agencies across the globe to establish new and unique identity programs that
communicate various benefits of improved bus services. These identities and brands,
however, rely largely on perception and emotional reaction, which are difficult to
quantify. This lack of “hard data” makes the efficacy of identity systems and
expenditures on them difficult to assess. This paper examines the typical constructs used
to establish BRT identity: visual identifiers, nominal identifiers, color palette and so on.
The study also focuses on how these constructs can be deployed consistently across a
range of media, and on doing so how the BRTS identity helps to further build and
reinforce a positive perception of BRTS service and, by extension, creates a positive
public image for public transit in general. BRT identity must be flexible in design to
accommodate future needs, plans for expansion, and technological evolution.

Key Words:-Public Transport, BRTS, Branding, Imaging, Brand Imaging Of BRTS.

1.0 INTRODUCTION

Public transit is experiencing a renaissanc
mandates for curbing urban sprawl,

e of sorts in the urban areas, fueled by interest in and
reducing traffic congestion, lessening automobile

dependency, and a desire to better protect the natural environment from automobile pollution.
Transit officials are working to capitalize on these changes in public consciousness, and many
hope to increase the demand for public transit by improving the quality and'quantity of service
and, in particular, by implementing new bus rapid transit systems (BRTS), which offer passengers
faster, more convenient, and more comfortable travel through service enhancements.

il transit (LRT) at a fraction of the

ty offered by light ra
phase in fixed transit infrastructure, such

BRTS emulates service quali
ful as a means to

infrastructural cost, and can later be use
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2.0 BRANDING OF SERVICES / PRODUCTS

Branding can be seen as a set of activities which:

design or expression in different forms of magg COmmunication, The stren
and foremogt determined by the way in whic

h the Organization and jts Tepresentatives act in their
relationship with customerg.

To understang it better, image and identity can be analyzed a5 two complementary components of
a brand. The brang image is the Way the brand i Perceived, while the brand identity is the way
the brand would [ike ¢ n

0 be perceived. Brangj & a product of Service creates an identifiable,
Marketable ang €ommon themg fhy exten

ar ds acrogs the Product and 4 related touch points, such
45 opportunities the cust ’

omer has to interact with the brang.

2.1 Structure of 5 brang; rncgrory cnmpares the str

Ucture of 3 brand to an onion:
“The thing first observeq

about a brana’ Is the Smf ‘ . . . ession Of
_ ace (ID) the first impr
the essence of the Service, Wiy an onion, e would opyg; ) which o e
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taste, and smell. Th ;

e cognisability andeo‘i:o':fa;;}ble iualiries in the public transport brand would include modernity

environment inclusive of ;Aser willii first impression come actual operations and the operating

further in lisnied e fou”;,ntelrfaces (2D and 3D). The overall perception of the service is

behind operations and s platform (4D), which communicates the values and philosophy
erves as a link between the past, present and future."

C 1o ' 2D 3D 4D
Factors identifiable at | Printed material and | Physical world: equipment Values
first glance emblematic symbolism o communicated to
Color Shape u'scr's
Material , Shape Mission
_— . att er. n Function Tradition
raphics Service content Spiritual
Sinface Outline Ergonomics Cultural
s Logo Touch : Emotional

Like the onion, the first impression of BRTS comes from the physical contact surface-sensation,
user experience. Advertising, communication and all graphic design play key roles as
differentiating fact.ors close to the surface. The third element to be experienced by the customer is
ease (_)f use, efficiency and enjoyability of travel. The fourth factors to impact on the overall
experience and continued use of service are abstract values. The combined effects of all the
aforementioned factors give rise to the brand, i.e. The perception of the service.

2.2 How to develop a strong brand?

consistency and leadership. A clear message well
entity helps companies build a good relationship
cult times. Developing a strong brand requires the

A strong brand is characterized by clarity,
understood and remembered with a uniform id
with its customers, ensuring loyalty even in diffi

organization to identify:

Vision: what are the role and the position of public transport in the greater context of the

urban mobility?

Mission: what is the organization going to do to achieve its vision?

Values: what are the core principles of the organization that the brand will use to guide it in

its mission?

d Personality: which human features the brand seeks to project?

Bran

Successful branding is not based solely on communication measures. Rather, customers must
experience it in every personal contact with the organization. For this reason, the b'rand must be
clearly defined and communicated across all services and ‘over a long period of time. T‘}.le_ l.(ey

d must be carried by all pillars of all the marketing activities.

concepts and the image of the bran
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obtained at the i :
in turn may be tg:tee‘;;o};m stage may be informally reviewed in planning as initial data. User-focus
- y e.g. Putting together imaginary travel experiences or scenarios.

3.0 BRANDING / IMAGING FOR A BRT SYSTEM

A brand is o i : .
i ﬂ§n associated with a logo but it should not be limited to the graphic design or
expression in different forms of mass communication.

g;’lmmon ltihe:':gt:h:tf el;l;:::mg: Branding a BRT system creates an idgntiﬁable, marketable and

s oty e s across the system and alll rela.ted touch points, such as opportunities

 ich resls Tt dog r:ct W.l(‘h the br‘and. Brar?qmg gives a BRT system a distinct identity,

e ety and positive public recognition and improved acceptance. In addition to

e g positive pub.llc acce?p'tance, creating a relevant and compelling brand for a
ystem can deliver the following additional benefits:

¢ Clef;”y dij_,'ferentiated transit service: Branding can create a premium, higher-quality
e transit feel for a BRT service, distinguishing it from standard or more conventional
services.

o Enhanced outreach efforts: A common brand proposition among the various
components of a BRT system will simplify marketing efforts and will allow a transit

agency to more effectively reach its target customers.

e Increased customer loyalty: A consistent brand identity will help customers navigate the
system by making the BRT system easily identifiable and distinguishing it from other
services. Consistent delivery of the brand promise will create loyal customers.

Improved employee satisfaction and retention: A consistent and compelling brand
creates pride and a sense of contribution for employees.

o Increased brand value, as measured by added revenue and increased market share.

r attracting development activity: An attractive and compelling brand can

e  Potential fo
r intensify existing land uses around the BRT

help at-tract new economic development 0
corridor.

ly deployed BRT services have suggested that branding and
to 20 percent ridership increases. In addition, branding and
Federal Transit Administration as an element of BRT
helps define candidate BRT projects as eligible for
a planning and a policy perspective,
he beginning of a BRT project’s

Some industry studies among recent
imaging alone can contribute to 10
imaging have been identified by the U.S.
service that, absent a dedicated roadway,
funding under the Small Starts Program. Thus, from both
branding should be an important consideration from t

development.
32 Developing Branding Strategy

There are three steps in developing a branding strategy:

Who: identifying and characterizing the target audience
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What: determinin s” will co ate the brand

i o w all the au . .
How: determining ho Learly identified target a}ldlence_ Search
in with a CIe into the target audience can |, l

es begin ic insights 1N ; tical usefhl
d psychograPhIC t audience will be critical to de"elomn Q

ding strategi
S n about the targe ganq

hic an

ate both demogrfip ‘ s
tghei:esrtage. The following mforma.
implementing a branding strategy:

:ncome levels, education levels ang reSidence
i

. ion such as age,
Demographic information S d non-work purposes

L oth work an
:ins and destinations for b ial barriers to j
e Data on origins ' bout transit and potential barriers to itg use
ptions a

e’ erce _ |
The audience’s current p the benefits provided by the Competitio,

i bout
The audience’s current perceptions a

ience has been identified and characterize_d, the next sctlep is tg determipe how
Once the target audience d compelling to this group. Establish the'bran promise bageq on the
to make BRT relevant a? t,zgs F; f the audience. The brand promise should be engaging 44
wants, needs and expecta lunicate the benefits of using the service. For example, the brang
relevgnt and clearly comm BRT as a premium service distinct from other public transportagiy,
promise could empligsize the fits, its speed and frequency, or its passenger amenjtieg The
offerings, its environmental bene.l S, p d architecture, or the fit and role Of BRT gy
brand message also should explain the bran_ architecture, it i
within the overall system. The brand promise is not a tagline or advertising copy, but serveg as the
strategic platform for all tactical marketing elements.

40  STRATEGIES

The physical elements of the overall BRT system have 3 major impact on the brand or image
includes the following:

* Rapid transit vehicles

* Station design and configuration

* Running way, including grade separatiop

* Fare collection, off-board or onboard the

* Traffic signa] Prioritization

* Level boarding

* Advanced ITS features
When trangit ' '
M = tracnsusito:r:ei;st:gc;:dp:r?us; tohr .tralm, they are ot Just Participating in a transaction theery

. Part of their [jye Transit ith a custom™
ol A o
road range of gy 00 10 idenify gy ma; eting. The fy SCope of transit marketing inv0

: : ing an
Promotion, - gettip, of t Customer Needs. These include service planning
fare structyre .

. S and o . ion, 3"
Management of Community gpq Customer relatioi‘;els, e DR ey

» €xclusive Jane or mixed traffic
vehicle

40




VNSGU Journal of Management & Administration

4.1 Brandin i )

is the sum of the gefc 5 (:.slﬁoning Every transit system works to develop a positive brand, which

aysadigsrdle inﬂp ons and experiences of its customers. As such, a transit system’s brand
uencing the attitudes and travel decisions of both riders and non-riders.

titive position of transit

Brand j
r creation or enhancement. The goal is to improve the compe
mers. The brands should

services, relati .
carpos :ln:flitoucar" Frave], as perceived by current and potential custo
cusfomes informagoi l((iientlty for stations and fleet, distinctive vehicle interiors, and special
benefits. and also efforts to build a strong public appreciation of the service’s distinct

btly to position transit as an
is the development of
art and sensitive way to

sitioni . _

:;;:gxnf gat')" pargns. Marketing tools should be used more su

messaging gampe‘}eﬁ01al public service. A common positioning strategy
aigns to strengthen the publi ' .

get around. gt public perception of transit as a sm

joning strategies target a wide public

4.2 Targeted marketing While branding and posit
fits. Targeted marketing campaigns let

audlgnce, more selective approaches can bring other bene
tfzz;rtlis‘:;lsystterms offer .c'ustomized infonnatign to speciﬁf: audiencgg likg commuters, stuc'lents,

. patrons, families on weekend outings, or tourists. "Individualized marketing" 18 an
emerging form of targeted marketing. It uses one-on-one consultation to identify and overcome
obstacles that prevent individuals from taking transit more often. This technique has had good

results in several international applications.

4.3 Special events: Transit marketers know that special events can encourage non-users to
A special event revolving around a

try transit, and create opportunities for free media exposure.

major public concern like air quality can boost visibility and ridership while also benefiting a
transit system’s brand and competitive position. Examples of special events include the free
transit service on smog days offered by Transit Windsor (Ont.) In 2003, and the 2-for-1 fares
offered by OC Transpo (Ottawa, Ont.) And Société de transport de I’Outaouais (Gatineau, Que.)
On ‘Clean Air Day’ each June. Celebrating 2 «Car-Free-Day’ can be taken up as a special event at

city level.
at potential customers can be

hard to find or understand. As a result, they have made rider
d and interpret, and expanded customer information onto the
web-based trip planners. New operational and
_time arrival displays and multipurpose video
s offer more than information - they send
d and eager to help customers get the

4.4 Customer information Transit marketers know th

discouraged when information is
guides and schedules easier to rea
Internet with cutting-edge technologies like
communications technologies have led to real
displays at passenger terminals and bus stops. Such tool
the message that transit systems are modern, sophisticate

most out of their travel experience.

to extend conventional marketing
1l transit passes tO employees at
passes often include a
e convenient than

fares are another opportunity
ber of transit systems S€

payroll deduction programs. These
{" pass cards that are mor

4.5 Fare incentives Transit
strategies. For example, a num

participating workplaces through
discount, and some take the form of "permanen

monthly paper passes.
systems of neighboring

ing the fare
s of the

" also offer the possibility of integrat f ne
which are two key objective

High-tech "smart cards _
transit systems and promoting cross-boundary transit use —
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ters can extend their reach py Ner;
t markehese "win-win" arrangemen;g can 8y,

si
ships Tran T N he th
4.6  Community Pn_rtl[lievres 2r customers. stomers and even Serve a greate, Socig) pzlght‘n
agencies that share OZJeﬁver added value to Cual partnerships s 4 way to mak, Mo rp()se
e

reduce costs, sees loc improve the ima e Ie of .°
;,(;210;:2;‘ Transit is O"C.SYStemh tll::; customer grouﬂsioi’:li parfnerships Witthh:r?ta p""Cei»e"i
resources, build relationships Wit has struck successfu 11 as with environmental a because
value of public transit. The agency n’s Food Bank, as we o, 1 POTET e age qd “Sinexs
o o bl Mgt Ecdngzzoand Chamber of Commerce, Mcies, %%
' ierra Club Can
groups like the S he local tourism industry to mutyg] advamage_F
(Gatineau, Que.) Has created a Special }, . or
d participating hotels offer free 1, ticketsu:;

with t
Other transit systems have Parmzre(li,omaouajs
example, the Société de transport de A~
linking numerous hotels to local attra )

interested hotel guests.

4.7 Market research

Potentig] CUStone

i i t and

— who they are, what they value, and what they need. Several types of rese

transit systems acquire this information are:

*  Telephone surveys.

*  Online surveys.

* Intercept surveys.

* Focus groups.
Independent evaluators,

5.0 CONSTRAINS AND CHALLENGES

_Transit marketers face severa] unique challenges anq constrains, in the development ang

1mplementati9n of marketing and branding Strategies, which are not shared by thejr colleagues in
more conventional areas of product marketing, Some of them are:

IS. Each of thege 8roups has different interests and lifestyles; each

> €ach chopges transit for gj i
) ; Ifferent . different
messages; and each jg pegy reached in differep, e cach responds to

and work ip multiple, parajle] channe]s, Ways. This diversity requires marketers to thik

5.2 Selling socjq] be :
nefits, Traditi . -
benefits o Consumers, g, evér tlo_ﬂal marketmg Works by €mphasizing a product’s direct

> W ’ tr ] 4§
€conomic apg environmenta]) that ca:n:l]t Provides Several vitq] community benefits (social
these socj : S0 be uge - a2 o : carry

1al marketing Messages effective]y howev:r tfe attract riders, inding strategies t0
’ » Tequireg Creativity,
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5.3 Service developm i

o iy servioss i Sugpoan(t) fcl(;ns:(ra?nts. T'ranglt systems are constrained in their ability to add

O o, and schoduls s ar ett)mg objectives. Municipal budgets are limited, the logistics
ges can be complex, and transit systems must mind their social

objectives as well as their busin
; ess goals. Th o ;
respond quickly to new market °Pp§ ities‘:sa factors can make it difficult for transit systems to

5.4 Limited resou : :

e wilh the ;‘:ei Vghxle effectllve marketing need not be expensive, it must compete

opportunities are almost li)rlni(t)l- ay operating needs of transit systems. By definition, marketing

rategies and deliver ‘_355- It is a constant challenge to identify innovative, cost-effective
y mechanisms that make the best use of available funds.

55 Organization . :
terfiit O & afge by reliab'Tt culture: Mar'1y transit operators are used to judging performance in
seolude Jas fal;liliar n:l]}: and financial return. Moving beyond an operations-centric view to
ottt it ar, etl?agk criteria and performance measures, including brand recognition
. , may take some transit o i i i
professional marketing firm. perators more time or require the assistance of a

15);,6 expe:;?j; atl(:d ;:&Tgltyi :"(xlp;ofessional market research program and marketing strategy can
marketing staff. Th Prang. ‘ve .beyond the capgmty of in-house comml{nlcatlons and/or

g stail. . .e cost of designing and constructing any ‘branded’ bus stations and shelters
can al.so a(‘i‘d additional expense, as can the addition of passenger amenities and features such as
real time “next bus departure” information signs at bus stops, system-specific transit priority
measures such as queue-jump lanes, and web-based trip planning systems for passengers to
develop an optimized itinerary.

6.0 CONCLUSION

hange the perception of the bus by implementing

services with a new look in order to attract more patronage. A unique branding image can be
applied to the vehicle livery, route and service design, stops, shelters and other bus priority
infrastructure, and for quality information to promote the services. Branded bus services are
applicable for local internal CBD shuttles, radial suburban routes to the CBD and cross-town or
orbital routes. It is evidenced that the branding of the vehicle livery and bus stops with a unique
color scheme and logo encourages higher patronage is inconclusive because the popularity of
branded bus services may result from the higher service frequencies along direct legible routes.
The bus routes that have a distinctive brand have a much higher awareness by the general public

and are more legible for new users to understand than the rest of the bus network.

The main objective of branding BRTS is to ¢

us routes having a distinctive color scheme for the vehicle livery, signage

legible route with services operating at least every 10 minutes and bus
improve the quality of the services have a higher and

High quality branded b
and information, a very
priority measures wherever possible to

dedicated patronage of commuters.

When establishing BRT identity ials have the opportunit_y to di;pel a
negative perception held by some that buses are categorically inferior to rail transit and
automobiles. The effective development of an identity and branding program can overcome the
notion of buses as noisy, polluting, slow, and inconvenient. Identity development is V1Fal to the
success of mew BRT service because it can simultaneously combat misperceptions gnd
communicate specific service characteristics - speedy, quiet, and environmentally responsible

5a

programs, transit offic



ditional buses - that
buses that provide greater passenger comfort than (T2 may m

appealing to riders. Ry,
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Abstract

The emergence of the information and high-tech economy has resulted in the expansion
of the service sector and redefined notions of time, space, distances, boundaries and
borders on the global stage. It has changed the global economic, social, cultural and
political environment and the nature of global interaction. In recent years, outsourcing
is becoming an accepted universal business practices, however, new communications
technology and overinvestment in telecommunications infrastructure has made the long-
distance transfer of information realizable and extremely cheap. Outsourcing has
significant impacts on the shift of services, production, capital, and technology all over
the world. Businesses are facing continual change, and reducing cost is no longer the
only reason to consider outsourcing. Outsourcing is a convenient tool, and when
exploited reasonably it can become a key enabler for change, irrespective of whether the
change is radical or incremental. Therefore the use of outsourcing has been intensified
in the last many years due to certain changes in the conditions of making business. The
study tries to look into BPO opportunities in a state of Gujarat from service provider’s
perspectives.

Keywords: Outsourcing, Business Process Outsourcing (BPO), Service providers, Business

Processes, Information and Communication Technology (ICT), Business Services

“Do what you do best, Outsource the rest.” - Peter Drucker

1. Introduction

In today’s global economy, the greatest challenge for most of tbe o‘rganizati'or.ls‘ is §urvival. T}‘;e
veracity of the statement by Peter Drucker can only be tested with time but initial signals can be

clearly seen today.
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for nearly two decades. It has been e
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. Wwinklema utili,
Outsourcing is not a new idea (

. 1 d l i :
dynamic force in the facility ?rzfesFS::-tune 500 companies an %

Il of the
some degree, by nearly a

infusi In the ever chyp. -
ash infusions. _ angip
ies against costly resources anfiv: in today, outsourcing alloys t 8 ang
Fortune 1000 Coll(“pa]messaiat businesses must survl
iti ce
competitive marketpla

. > Uman re
i tical cash res and h o
Iders choices that do not strip out Cr1
icers and shareholders

tions that concentration on core activitjeg
ora

(Kin
) activities (Handy, 1984; Kanter, 19g9. Petery ,

r&lVe;‘

i lco
It is increasingly realized by major global corp

iminati Hgn-gors ival and growth
e angdzel;ma:}r:a;;(zin;\fdog{gn(el 1990) are necessary for surv ar (G
Waterman, 1982; Praha )

: been recognized in the literatyp, .
: tencies has long s

) sing on core compe . ny firm (Prahalad and Hame|, 1999
itngtgtz)éircr}c‘:it]iiZ? s?fci:z: fac%or in the long-term survival of any )

“outsourced” and the “OUtsOurras
(o (o main acors of outsouring processe“s e thre” gll;tsources his processes, whill:c .
S . ;Zars and Gebelt, 1997). The first, i.e. the. customer”, s supplier or vendor e
ge::)l;d the enterprise’ delivers outsourced services (the term

rises during all the o
The process owner is the organizational interface of the two enterp
activities (Valentini, 1999).

Iso useq),
UtSOlll’cing

Outsourcing is mainly categorized as shown in Figure 1.

Figure: 1 shows the major classification of outsourcing based on function as under:

Outsourcing

S A B R

ITO BPO KPO LPO RPO EPO

1.1 Information Technology and Outsourcing

In'a world where information technology (IT) has become the backbone
outsourcing is the process through which one com

company, making it responsible for the design ang
strict guidelines regarding requirements and specif

of businesses \\‘Oﬂd“"::‘
& . . g T

pany hands over part of its work to anot

implementation of tl

N AP r
e business process unde
cations from the

outsourcing company.
1.2 Outsourcing and BpQ

‘ i ‘< tepm that
i ixed up frequently. In fay. the term BPO is a tert what
ged considerably gye In outsourcing, the buyer tells the slll‘l’l;d(w\* A
: b A\l B
the most optimal manner possible. BPO &

e ——————— .

: }
Btndor-Samucl, P.(1998),

"The brave new wor|
hup://www,oulsourcin

: dof Outsourcing",
gjournal.com/ 1SSues/may 199

8/html/ livcrcsl.html. retrieved Aug, 30, 2005
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step further in that the supplier creatively examines the process and re-engineers the way in which
it is carried out.

Business process outsourcing (BPO) is becoming a widely accepted management practice
throughout the W_orld, as o'rganizations in different industries outsource more of their processes to
world-class service providers to increase performance, shareholder value, and profitability
(Prlf:eWaterhouseCoolg.ers, 1999). BPO involves management responsibility for a complete
business process or activity (Michell and Fitzgerald, 1997).

1.3 Outsourcing and Indian scenario

India is uniquely placed to offer a wide range of quality, cost-effective outsourced services, such

as IT (Information Technology) and IT-enabled services including finance and accounting, human
resources, customer care and many more.

The top players in India’s Outsourcing story include Wipro Spectramind, IBM Daksh, Progeon,
Convergys, Genpact, 24/7 customer care and ICICI One source.

2.0 LITERATURE REVIEW

Since the research study was concentrated on identifying opportunities in business process
outsourcing (BPO) in Gujarat, previous studies related to outsourcing and BPO were reviewed. In
fact, the importance of going for outsourcing by various companies has been widely discussed by
various researchers.

The evolving literature on outsourcing has been concerned with ‘make or buy' or ‘do or buy’, or
“in source-out source' decisions in relation to the behavior of enterprises (Loh and Venkatraman,
1992; Elfing and Baven, 1994; Venkatraman and Loh, 1994; Alpar and Saharia, 1995; Coase,
1937; Williamson, 1979; Carlson, 1989; Hart, 1995) and transaction cost economics (Williamson,
1985; Benko, 1993; Boon and Verberk, 1991; Grover et al., 1994; 1996; Nam et al., 1996; Lacity
and Hirschheim, 1993). Williamson (1975) positions the sourcing choice between carrying out
activities in-house, or under hierarchical governance, and outsourcing them and placing them
under market governance, as being determined by the relative costs of production and

transactions.

Outsourcing is a widely accepted business tool for achieving business goals. Commons (1931),
Coase (1937) and Williamson (1975) explained that companies outsource when costs of in-house

activities are higher than buying products and services on market.

2.1 Research gap

The literature covered the studies of the performance of the organizations that have opted
outsourcing as a resort for cost reduction, better quality service, improving core areas gtc. The
role of service provider profes‘sionals is vital in the process as they are Fhe ones who are involved
in. Ironically, studies exploring the outsourcing opportunities are dlfﬂcult to find. Moreovc?r
studies done in the Indian organizations were hard to find. Therefore this s{udy is re.levant at this
point of time when outsourcing would be almost a con.tinuf)us ph;norpenon_ in every mdustry. The
studies showing opportunities and scope of outsourcing industries in Gujarat are not available.

Therefore this study tries to cover up this gap.

L



conducted q

tives:
3.0 Introduction to the Research PrObl: :l:(/ioa:i:sitions are the primal’y sti s
Sul:izzlsisz:::grc];s?g:ft):;m’?nz a'ltllieetsg’lc?lr)‘:I rr::::lg::lt- for business process outsourcing g Ont:lg\iatfgi; ::hi collei;
substantial and growing. located ac
3.1 Management Decision Problem Defined Baroda, Sy
In the intensely competitive pressure is fo.rc.ing qrgarilrllzf;’;ﬁ?jcﬁ:: oakncflorex:zlg;gersr_la;asge Broway :::d joumsz
more cost effectively and efficiently, mmlmlztllilogS - r6as o EHUSHESS TALCRN be effecti?, eizls::, .
in : ]

y doing so, they gain a competitive advantyg, - tructu:
S Tre(

organizations worldwide are trying to outsource
2 {
ddresses the enterprise's fundamenta] chalj enge.

efficiently managed outside the organization. B

- Oa
terms of cost and productivity. Today, BP ' ; ) :
: ompany's operation and m
How does its management take a process lmport?ant to the company’'s op ake it More 3.8
effective while simultaneously lowering the cost? 1 The
gen

BPO enables companies to reduce cost, Start up operations with greater speed, Tap ip,
and 2. The

alternative sources of revenue, Ensure uniformity of management practices across the glghe
Have more consistent training practices. en
oth

3.2 Research Objectives:
The objective of the research study is very specific and it is to identify business process >¢1
4.0

outsourcing opportunities in Gujarat. o
To study the work processes of BPO companies in statc'a. : . . N
To explore the factors affecting the growth of outsourcing industry in the state. .

2,
3.

4. To study the trends of Outsourcing Industry in the state.
3.3 Research Design

This study was undertaken to provide an insight into the ITES/BPO opportunities in Gujarat under
gies to retain their competitiveness by

the changing era of IT. Organizations use various strate
transferring the non -core activities to third parties at one end and third party serving quality
service at the second end for better client satisfaction.

Research Design: ‘Exploratory research design.’

2. P

Sampling design:
A pr

Population : BPO Service Providers

Sampling Frame: BPO service providers from Gujarat State.

Sampling unit : Representative of the company
34 Sample size: A pilot study of ten service providers was undertaken to cross check

the information needed and the interview gui o1t of the
) , guides were lity 0
instrument. prepared to ensure the suitability
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conducted of IT/ITES service providi .
1] were privately owned. providing companies in the state of Gujarat. From the total sample,

3.5 Sampling e .
e coflection of mzes;ni:::e&gnvemence-sampﬁng technique was used to draw samples for
located across the five main ”/IT“;;’“ of the companies who participaied in the survey are
Baroda, Surat and Rajkot. centers in Gujarat, namely Ahmedabad, Gandhinagar,

3-6 Sccondary Dlt. Co“ecti
. on: been i s 3
and journals as well as previous outson uitc::gs repo,-;o liected from the various web-sites, magaziics

3.7 Primary Dat o
structured undisry -Se;a Co.“ ection: It has been collected through cross-sectional surveys. A
guised questionnaire was administered to the respondents.

38 Limitations of the study:

1. The sample si & =
gencrali zpes Sszl;e oltj 5? Ofgamlattons is small due to which the findings of the study cannot be
. This limitation was due to time and resource constraints of the researcher.
of Gujarat, therefore only the

findings have to generalize in
nto consideration.

ons are from different

The. study was undertaken in the organizations of the state
environment of one state was taken into consideration. If the
other states/regions, the environment in those areas should be taken i

ro

ThCljc is a lack of evenness in the data collected, as the organizati
service segments.
4.0 Data Analysis and interpretation:

1. Number of companies located geographically

Table 1: Number of companies located in various cities in the state of Gujarat.

r’_‘_’______,_,./
;jame of city | No. of companies engaged in
ErfAhmedabad 4]

| Gandhinagar
Baroda
Surat

3
5
2
Rajkot ]

2. Profile of the company
A profile of the respondents firms has been presented below:
Table: 2 showing service segment served by service provide

rs 1n the state

/"’—
! Service segment No. of companies engaged in
| Call center (CC) 40
' Human Resourc€ (HR) 8
’ Back office (BO) 44
" Medical Transcription MT) | f |
| 2

‘ Any other (AO) ‘
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provide [T-ITES/BPO services

ies
hom compan .
3. Clients to w erving domestic as well as overseq G

: . ) Ompy
- viding comp ior. Generally companies serving ¢ "Pnjg
‘ rocess services pro a major.  the i Ny
:13 gl;ee:z ?)f call centers and back office as ew Zealand, Canada, Germany, Australi me’?m
1 {

) e, N , : el
corporations located in U.S, UK, E}lfﬁp "o country like India.
the labor cost is almost 60 percent higher

anies S

ing providing ITES services |

di | rtaining to «y,
. viding ITES services are pe B0 gy }\
B pr(()i “infrastructure”. Other challenges / gjf; ;:;lm-‘
delivery. A list of these challenges / g; fﬁCUhies iz

4. Challenges /difficulties dur

Major challenges / difficulties fgged wh g
of skilled manpower”; “high attrition rate" : "
pertaining to technological change and servic
been summarized in the following table:

Table: 3 Major challenges/difficulties in providing ITES services

-
Parameter Scale valye
Availability of skilled manpower 646
High attrition rate 5.75
Physical Infrastructure 528\
Ease of starting operation 498
Technological changes 426
ITES-BPO Service delivery challenges 403

5. Most important factors for successful outsourcing

Table: 4 Most important factors for successful outsourcing

Paramfater Scale Value

Strategic vision -plan 11.26

Selection-Right vendor 10.82

Understanding firms poals -objectives 10.65

Properly structureq contract 10.57

Access to outside expertise .

Financial Justification 23

Ongoing met. Of relationshim\ -~ |

Attention to personnel issues =

Mix of staff and outsourced Operation z;g !‘

Open comm, Affecteq individual-groy, s o

Cultura] compatibility ‘LP\S.QZ
|

Sr. Exe. Su ort and involvement ; (8)3 j
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From the results it was ic visi

et wiling uftim g?;:da l::a;bs_trat.eglc vision and plan, selection of right vendor, proper

e TS e ot e )e%yeg, prgperly structured contract, were considered to be

o plan scleote the rght vendes 1 st. lis implies that the organizations, which had, clear vision

O sl int e oAy o a su1t§d there needs. Moreover, these organizations carefully
agreements with all the parties concerned.

. Facto i —_
6. Factors considered by organizations while outsourcing services

: a . . ’ 1 re i

Table: 5 Fact '
: ors L , . .
considered by organization while outsourcing its non-core services

Parameter Scale Value
Data Management 6.34
Security 6.17
Motivation 5.76
Communication 5.5
Training-Judgment 5.34
People education 5.11

per management of data and

Whenever any firm goes for outsourcing it is concerned about the pro
h outsource their activities,

its security. This is very obvious finding, as the organizations, whic
want to reduce cost and remain competitive.

7. Factors in selecting the service provider

Respondents revealed some of the interesting factors that they might consider while selecting the
right service provider. Some of the very important factors are: proven competence; commitment
to quality; cost and flexible contract terms. Other factors that these firms might consider are:

reputation, geographic location; functionality and cultural fit.

A summary of these factors in the order of its importance along with its scale value has been
presented in Table-6 given below:

Table: 6 Important factors consider by organization in selecting the right service provider

/7
Parameter Scale value
roven competence 10.42
Commitment to quality 10.36
(Cost 9.98
Flexible contract terms 9.0
Scope of resources 8.71
References/reputation 8.38
Geographic location 8.21
Functionality 8.17
Cultural fit 7.23
W |
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.
“,
tency, commitm,
proven competen ent g
t important factors we;:vice provider. This means thay Organj?%ia«
It was found that the mos Mle selecting 4 S | e o oL 8

WY
service, and cost of service,

y '

service ,
o the clients. Three major benefits that ¢, "

‘our

8. Benefits to clients as a result of ¥ or benefits -
€ 5 s B

duction and strengthening o siness C(’mir}m. ’

i i ts t
4 : improvement in quaiity. | | |
they got are: imp rendered by service providers ;, the

Table: 7 Major benefits to clients as a result of service | "
Scale value
arameter A2
Improve quality 76
Lower ongoing cost — e
Strengthen business continuity .
Faster reaction to market changes 5 ;18
Lower capital expenditure 4-92
Improve security .

Other benefits include quick reaction to the changes in the market, lower capital EXpenditure g
improvement in security.

As a result of service provided by existing service prov§ders in tbe state to thelr clients, ¢j;
gain the benefits by improving quality level and lowering ongoing cost, Whl.Ch seek b» every
organization today for surviving in this competitive world. Slmultan_eously pusme§s continuity i
also strengthening by faster reaction to market changes at a right time which ultimately Jowery
capital expenditure, Security of data is also improved.

9. Satisfaction Level of clients with services

r\f\
; Valid
c<quen Percent
satisfied 45 86.5
Satisfied ‘
7 .
Total | 13.5
32 g 100.0
-\\\J

10. Criteria for ITES-BPO investment desting

The respondents were afsq asked about the criteria thag

about the destination for ITES-BPO, The most import
manpower at low cost. A summary of ¢y . portant
Table-9 below: '

tions
they consider while making a decisior

: cniterion that emerged is “availability ©
teria with their relative importance has been presented in

61



VNSGU Journal of Management & Administration

Table: 9 Important criteria for ITES-BPO investment destination

Parameter Scale value
Manpower availability/cost 6.78
Physical infrastructure 6.03
Proactive Govt. policies 5.63
Ease of starting operation 5.28
IReal Estate cost-availability 4.09
Origin of promoters 3.32

It was fo i :

COmpamel;rldertlhat lallt the time of evalgatmg new ITES-BPO investment destinations outsourcing

6 e ol g gra y consider the availability of manpower and cost of it, physical infrastructure
place, and proactive government policies of the state or nation.

11. Expected growth in Gujarat state

¥ndust.ry sources expecting the growth of the industry will be 31 to 40 p
in Gujarat sta‘te. This indicates the demand for service providers, Wi
demand for skilled workforce, infrastructural facility and many more.

ercent in the next one year
hich ultimately raise the

Table: 10 Overall expected growth of industry in Gujarat state.

Frequency | Percent
Valid 11-20% 2 3.8
21-30% 8 15.4
31-40% 30 57.7
41% 12 23.1
Total 52 100.0

12. Potential of IT-ITES services in Gujarat state
rms were asked to elicit their response regarding the potential for ITES-BPO in
«“Back office operation”; “Outbound call center”; “Accounting
h services” have large potential in Guijarat. Other service segment
e: mortgage services; human resource solutions; inbound
11 given below provides a detailed summary of the

The respondent fi
Gujarat. It was revealed that
solutions” and “Market researc
that might have more potential includ
call center; and technical services. Table-

same.
Table: 11 Potential of ITES-BPO services in Gujarat state

o

Service segment Scale Value
Back office operations 8.38
Outbound call center 8.13
|Accounting solutions 8.0
Market research services 7.01
Mortgage services 6.55
Human resource solutions 6.09
Inbound call center 5.30
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&,

te
.ITES in Sta
13 Supporting factors for growth of IT

the Gujarat state are skilleq ang ¢,

tial 1n avily on train Ni¢
The major factors for the growth poten ITES depends heavily ed

a)
ice i ’ anp()\v yfil
workforce because, being a service industry h of IT-ITES in Gujary Stat i
v, 2 Major supporting factors for growth o e

Table: 12 Majo

r

barameter _____ Scale value |
eter

S:i';?ez/technical workforce :Z;
Physical infrastruc:ture 6:40
Government policies : =

Ease of starting operf'mon 6.03

Law and order situation 5:71

Cost of living

Estate cost-availability 5.19

i i from its ap;;
In fact, the key competitiveness of the Indian ITES industry comes abilj

) ) 0
N€xpensive and skilled manpower. A good physical infrastructure like COnSistent poy

Emply,
. Tg -
g0od network connectivity, road and transport facilities, real estate etc. Wwhich state have

ly
to bey
serve the ITES companies,

14. State Promotional avenues compare to other states for growth

State governments promote the establishment of BPQ services
governments inclydin

The réspondents w

ere asked to reveal thej perception about the Promotional meagyre Initiateq
the State governm

ent to promote BPQ i Gujarat,

€Ir response, a Summary has beep created and presented ip Table-13 given
elow
Table: 13 Comparison of Promotional avenyeg In Gujarat anq other states
Parameters Scale valye
Safe environment 11.32
24/7 work culture and trang ortation network 11.32
Simplified labor laws to syjt the indystr ' 11.09
ASSCOM com etencies program NAC 10.69
ra)f e.xem. tion from Stamp/ elecrict duty 10.48
T m
9.98
[nvestor frieng] Environmen; 9.94
Exemption from power cuts 9.88
Job trainin incentives .
Air connectivit across the lobe -
Good network connectjyity 2
9.42
e T
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15. A Factor analysis of promotion
a
sther developing states in llzldia onal avenues offered by state government compared to

S’“&:“;&Tﬂ:‘:fez‘:e; “;2‘:: to carry out a factor analysis of the promotional avenues offered by the
Jovermment has Initated parison with thg incentives offered by other states in India.The state
g sourcing” in Gujarat gtanous promotional measures for the promotion of “Business Process
arueture. The pomofiosal ate. A factor analysis has been done in order to find out the factor
“bout 77%. The details ab measures get reduced to 3 factors that together explain a variance of
below about the factor structure, communalities and factor loadings are given

Table 14 Factor analysis of promotional avenues offered by state government compared to other
developing states in India

Communalities

Extraction

Initial

Tax exemption of stamp duty/ electricity duty
Techno parks

Investor friendly environment

24/7 work culture and good transportation network
Good network connectivity

Simplified labour laws to suit the industry

Air connectivity across the globe

Safe Environment

Exemption from power cuts

Training incentives

On the job training incentives
NASSCOM assessment of competencies (NAC) certificate programme

Extraction Method: Principal Component Analysis.

B Y SR B B (oG SN S S
—
(=3
(=4
=
)
(=]

t* was the most important parameter, which is also
i where Gujarat is rated as one of the safest

ry important for an industry like outsourcing,

The parameter ‘safe working environmen
highlighted even in the Central government reports
states in the country. Safe working environment is v
which works 24*7, and for 365 days.

n the financial front too, Government of Gujarat has taken various
| incentives to the BPO companies and various agencies. It has
/ electricity duty to the new companies.

Financial incentives: O
initiatives. It offers financia
provided Tax exemption from stamp
Industry-friendly policies not

s: Policy initiatives set the pace for any industry.
f setting up businesses.

eurs, they ease the process 0
survey by Netscribes."

Policy incentive
only instill confidence in the entrepren
Ahmedabad ranked third in policy initiative-
he variables were found significant for
d transportation network’ showed low

In the principal component analysis it was seen that all t
he study and its links with the other

analysis although the statement 74/7 work culture and goo
result, it was taken for analysis due to its importance in t

variables.
64



VNSGU Journal of Managemeny, & Adn

lnisn.atiorl
vernment
motional avenues offqed tzly state go COmpare,q o o
¥able:4A.L Bigenvlues forpro developing states 1n India
Total Variance Explained - :
tion Sums o
Initial Eigenvalues | Extraction
51.744
: of 1831 15.262) 67
5.262 67.00 g
2 | 1.83il 10 093= 77009 1211] 10.093| Ny
i l 1.:;5I 6.539) 83.638| | |
5 | 50 4.178) 87.816| l {
6 | 38 3202 91.018| | |
7 | 29 2.436) 93.455) |
8 | 25 2.108] 95.563)| | |
9 | 2y 1.859) 97.421) |
10 | 15y 1.264] 98.686| | |
1 | o0y 362 99.547| | |
12 L 054 453 100.000) l |
Extraction Method: Principal Component Analysis.

A summary of data with verimax rotation has been presented in Table-14.2 below:

ent compared to other developing states in India
Rotated Component Matrix?

Component
| 2 3
Tax exemption of Stamp duty/ electricity duty .838
Techno parks 854
Investor friendly environment
24/7 work culture and good transportation network .539
Good network connectivity 518 .559
Simplified labour lavs to suit the industry 860
Air connectivity across the globe 657
Safe Environment ~.875 ]
Exemption from meﬂ ]
Training incentjyes ; Tw 4_{
On the job trainiWT _
NASSCOM assessment of Competencies (NAC- i Elrraey

TEST) Certificate
programme

795 .533
Extraction Method: Principal Component

Analysis. Rotation




Using the princi VNSGU J ~
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in the above table T;']l]epor" gement & Administration
' 1

ent analys;
avenues offered b gen values were fi .
Y state go ¢ found which have be :
en explained

rst three
compone
vernment c s explain 77.0
0 . 910/ i i
Mpared to other developingoqt:e:;ance o JiE promafionel

Subsequently, th
,» the factors
were
structure. Based on the g € extracted usin i .
nalysis, 3 fi g verimax rotation in order to get a fi
get a finer factor

with these factors ( acto
com rs could be identi
ponents) to fiy be identified. Then, all the variables were linked

d out the factor structure.,

16. A Factor analysis of 1T-

IT ES v
q service 0 f
S potential to grow in the Gujarat state in next five

Table 15.1 Fac
. tor analysi
alysis of IT-ITES services potential for growth (Next 5 Years)

Communalities
e — Initial | Extraction
Mortgage services | 1.000 ;Z:
Back office operations | 1.000 I ‘805
Outbound call centre ( sales, cold calling)l 1:000 | '728
Market research services | 1.000 | :779
Accounting solutions I 1.000 | 671
Human resource solution | 1.000 | 849
Technical services | 1ooo | .897

Extraction Method: Principal Component Analysis.

In the .princi_pal component analysis it was seen that all the variables were found significant for
analy§ls. [.JSlIlg the principal component analysis the eigenvalues were found which have been
explained in the above table. The first three components explain 76.993% variance in the potential

of IT-ITES services in next five years in Gujarat state.
(Next 5 Years)

Table 15.2 Eigen values for IT-ITES services potential for growth

Total Variance Explained

Rotation Sums of Sauared Loadings

Sums of Sguared Loadines

Extraction

Initial Eigen values
e

it

- %of

% of
Cﬁmulalive

Compor

|56.119

] . .
61.686 (713 [21.418 |61.686 .
i li Zz ﬁ:ls :(1)3 |76.993 il 225 15307 |76.993 }1.670 {20.874 |76.993
¢ fsaa [6803 83.796 | | = | | |
) 89.294 I I | | I |
I
[ S e




-

Using the principal component analysis, the eigen values were found which have been explained
in the above table. The first three components explain 77.091% variance in the promotional
avenues offered by state government compared to other developing states.

VNSGU Journal of Management & Administration

subsequently, the factors were extracted using verimax rotation in order to get a finer factor
structure. Based on the analysis, 3 factors could be identified. Then, all the variables were linked
with these factors (components) to find out the factor structure.

16. A Factor analysis of IT-ITES services potential to grow in the Gujarat state in next five
years

Table 15.1 Factor analysis of IT-ITES services potential for growth (Next 5 Years)

Communalities

Extraction

Initial

Inbound call centre 704
Mortgage services | 1.000 | 720
Back office operations I 1.000 I 805
Outbound call centre ( sales, cold calling)| 1.000 | 728
Market research services | 1.000 | 779
Accounting solutions I 1.000 | 677
Human resource solution | 1.000 | 849
Technical services | 1.000 | .897

Extraction Method: Principal Component Analysis.

In the principal component analysis it was seen that all the variables were found significant for
analysis. Using the principal component analysis the eigenvalues were found which have been
explained in the above table. The first three components explain 76.993% variance in the potential
of IT-ITES services in next five years in Gujarat state.

Table 15.2 Eigen values for IT-ITES services potential for growth (Next 5 Years)

Total Variance Explained

Initial Eigen values Extraction Sums of Sauared Loadings Rotation Sums of Sauared Loadings

% of

Variance | Cumulative % Cumulative %

Cumulative %

L7113 |a1d18  |61.686 [1713 [21.418  [61.686 |1.797 22462 |s6.119
5 Jua2s 15307 76993 [1.225 [15.307 [76.993 |1.670  |20.874 |76.993
Boo|se [esos  [83.796 | | | | | |
P |40 [sa0s 39294 |

|

|

|

| | |
6 a3 523 |oassr | | |
gUzao 3497 |98.084 | | |
B liss 1916 [100.000 I | |

{Extraction Method: Principal Component Analysis.

I I
I I
I I
I I
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Kaiser Normalization for IT-ITgg

verimx with tate in next five years e

trix
Table 16.3 Rotated component ma ) the Gujarat 8

potential to grow If

s ‘ . Component n
nmgteLC,O__'LP"“‘“L | 5 3 \
724 s

lnl;m;wd éall centre 843 . |
‘i\kd;ngage services 7 8 |
Back office operations 788 o
Outbound call centre ( sales, cold calling) 536
Market research services Py
Accounting solutions 858 o~
Human resource solution 919 —
Technical services

. : : Varimax with Kaiser Normalizz:
Extraction Method: Principal Component Analysis. Rotation Method 1Zatiop,

a. Rotation converged in 4 iterations.
L

\.
A rotated matrix Verimx with Kaiser Normalizati((i)n was derived with Principal Componem
Analysis method and the following results were found: . o
In the rotated component matrix of statements the potential of IT-ITES services in next five ye

in Gujarat state, three significant views of were found. The first view believed that IT-ITEg

service cluster including inbound call centre, mortgage services, outbound call centre, marky
research service have scope of development.

Another set of respondents believed that IT-ITES service cluster including human
solution and technical services have the scope of devel

resource
opment.
The last set of respondents believed that IT-ITES se

rvice cluster includin
and accounting solutions have the scope of develop

g back office operation
ment.

Discussion of Results and Findings:

The main findings of the research work are ag

1. It was found from the stud

. , numbers of ¢q i i in Tier-ll
cities™ like Ahmedabad ap nagar and emergin Timpames o el
and Rajkot because Ahmed i &

iS an edycaf: LY cities like Baroda, Surat
ne :
people to the industry, ucation hub of Gy

follows:

N

tPorations located in U.g. 1) K Europe, New
any, . 9 UK, ’
Y, Australia ete Where the labour cost is almost sixty percer
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From ; Journal of Manageme S
presentcheei study it was foung that with th e Admiisaton
e n 'the state serving the IT.ITES e ex
challenges like availabj -ITES servi

pansion and (
€ evelopment, co .
ility of ski Ces across the terri » Companies having
and off course ease of Y of skilled manpower, high at erritory short out the key issues/
companies in today‘s :

starti : triti :
cm:;t mg~ operation, which i mel((:? (r: te and physical infrastructure
service delivery Jeve] . f the obstacle, faced by the ITES

The strategic visi
1S10n and . .
and objectives, properly stl;n’ selection of right vendor, proper understanding of firms’ goal
for success. This implies tha:t;lred contract, were considered to be the most important fagcczzrss
. ' € organizati : i
right vendor that suited there needsg ations, which had, clear vision and plan selected the

. Moreover, t izati .
contract and agreements with all the e c0r,l(xl:::ri‘::dorgan1zat1ons carefully entered into the

Organizations belj rt

elieved that the culty ibili
b ral compatibility and the s i i i
matter much for the success of the organization uppertofseniorexeeutives &4

Whenever PP

arid 8 sec?r}ilt}fzr? hgi:eissfor 0utsourgng it 1s.concemed about the proper management of data

activities wans to toles very obvious ﬁqdmg as tl}e organizations which outsource their

security of the d e cF)st and remain competitive. Therefore, the management and
¥ e data, especially from the competitors was the prime concern. This was

As the question of how or.ganizations choose the service provider is critical it was decided to
furthe‘r pr'obe the matter in depth. Therefore, other parameters were given to the outsourcing
organizations and were asked to rate.

The most important factors were proven competency, commitment to quality service, and
cost of service, while selecting a service provider. This means that organizations were very
cautious about the quality of services coupled with the low cost. It is to be noted that
organizations cost is not the most important factor while choosing the service provider. It has
been superceded by the proven competence and quality. This means that many companies
would not like to outsource their work to the newer or younger companies and major
contracts would go to the established ones.

Organizations also valued flexibility in agreements while selecting the service provider.
Flexible contracts arm companies to respond to the sudden business environmental changes
and ensures and easy exit if the contract is not fruitful.

The services provided by existing service providers in the state to their clients, clients gain
the benefits by improving quality level and lowering ongoing COst, which seek by every
organization today for surviving in this competitive world. Simultaneously busingss
continuity is also strengthening by faster reaction to market changes at a right time which
ultimately lowers capital expenditure. Security of data is also improved.
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luating new ITES-BPO investment
evalué

availability of manpowe, ang :Ztsitnatiqns
jes generally consider mevemment policies of the statq or nagjg, °f iy
outsourcing companies th place, proactive .gOh‘m and last but not leagy Origin of n, Cage
physical infrastructure at|' estate cost and availa InyycompaHY- Se g
. ion, real es — ra
ot sl%ﬂmg ()per?:;);rs are very much crucial fo
providers or pro :

ime of
9. 1t is clearly found that at the t

. ood potential in the state,
: nd call centers will have vte;)/ gsolutions, market researcy, Dsart from
et e iy e areas such as accounti (gjcall center and technicg| se 'eW'CQ&
s oss erices poe resource solutions, inbound of very large skilleq tale e il
mortgage services, human f availability Mt pou
o tial in the state because 0 i
have good potentia !
particular kind of service segment.

The m 0 0 j k]lled and techn;
ial in the Gujarat state are s | cally
g he gIOWth potentlal n i i : y
11. Th ajor factors fi reti]lg a service industr Y, IT ES.depelEld; i]nledzulstrj f6mes om ilt“ 0 .e‘r for
WOI‘kforCIe fe ta 5’1: key competitiveness of the Indian IT y fr S lhty X
success. In fac s :
e“lploy illexpensive and skilled manpower.

o , istent power supply, good network Corlnectivity) foag
Ag Ot::nghzicgciﬁi:&::;u :s':;]t(ee g?cl?sijhichpstate have to best i;rzzl Itlh?eIT_ESd COmpan
] . . .
;:vorablepgovernment policies, ease of starting operatlonft;e:;useis e fw 3)1:1 Z:Z :leann
System for getting clearance from all the concerns, cost o 111 g 850 Brthe statep R O Other
Metros and Tier-11 cities, law and order situation is also well man g -Reg estate

Plays a crucia] role too, as ITES companies typical!y have to seat a large numbe, of People
who need access to comfortable and affordable housing at a reasonable rate.

Government of Gujarat has alg taken init

tieing up with NASSCOM for developing

atives to fulfill the scarcity of talent for BPOs by
programme (NAC).

English Competencies by NASSCcom competency

13. The Promotional avye
significant views of
environment in the st ture and good
Connectivity, safe envi

nues offered by stg
were found. The

: Pondents beligyeq that Promotion of ¢ techno parks in the state, tax
Cxemption of stamp duty/ electricjt dut

) _ ‘
g I Y, Investor friendly eny; ent, good networ
connectivity, ajr connectiyity 4Cross the globe ete. wil Y environment, g

Apart  from (hy NASSCom '

. S'
act as boosters to attract mV?;marte
assessment of ¢ . 3 T) certific
Programme also gy POrt this. OMpetencies (NAC-TES )
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14. The potential of IT-ITES services in next five
were found. The first view believed that |

centre, mortgage services, outbound call ¢
development,

years in Gujarat state, three significant views of
T-ITES service cluster including inbound call
entre, market research service have scope of

Another set of res

pondents believed that IT-
solution and techn

ITES service cluster including human resource
ical services have the scop

e of development.

The last set of respondents belj

X eved that IT-ITES service cluster including back office
operations and accounting solutio

ns have the scope of development.

Conclusion

Increasingly competitive markets
respect to time to solution, time t
contracting to relationships wher
company's strategic business g0
chain. Outsourcing is a busine
desired results.

» Where business cycles are demandingly short, especially in
0 market, and time to profit, outsourcing has evolved from spot-
€ service providers offer products and services that z.idvance the
als and enhance the provider organization’s position in tt}e value
ss tool and like all tools, must be used properly to achieve the

The study highlight that due to competitive advantages and economic pressures dencc;urgge
companies located in the United States, Europe and UK to look for partners ;nd e\ie oplr;gt
countries to get better and cost effective services. Which shows the better scope of developme

of IT-ITES sectors in the state and nation where the labour cost is almost 60 percent lower than
developed countries.

The study concludes that Gujarat have great potential in IT-ITES service industry partlcularlly
service areas like back office operations, technical services and call centers. Coqsgquent y:[
outsourcing itself is caused by various environmental factors. §uch as competition, cocse
considerations, better infrastructure, change in government pOllCleS.; .good hmm regmtrof
policies, foreign collaboration etc. were considered by company whgre it is operat;:lrg, etcf. ; ltlheir
these factors, some of them were considered as opport_umtllgs while others as threats (;r e
survival. Organizations considered cost and non—avgllabllxty of competent (rinagpt‘)lzveése gf
gradation of technology as major reasons for outsourcing. Apart from meptlope z;(j ;)15 e f
starting operation, security, data management, peop!e education, communication s .
play a major role in the success or failure of outsourcing.
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eNotes Research 2007 retrieved on 12-12-2007.

V' Tier-II and III cities according to Valu

v Government of India Report 2007
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