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Editorial

- Ambarish Chatterjee
Email: ambarishchatterjee1@rediffmail.com

Dear Friends

Its a Dozen Issues! 12th Issue of our Journal, and we 
celebrate same with some diverse Topics.

First on our plate is most important topic which 
we hope to continue in next few series - Human 
resources. A topic which is seldom discussed but 
most important when we hear our honourable Prime 
Minister speak on India becoming the Skill capital of 
the world. Then there is corporate Governance, an 
important function in our daily corporate structure 
today which is always not on limelight.

All newspapers today talk of startup culture, we 

discuss same in a different light, Entraprenueurship  
Versus Intrapreneurship, then there is Innovationof 
management  by a New reputed  Author in our fold, 
and lastly Outsourcing something whose debate 
never ends.

And if that was not enough a topic on government 
securities will enlighten you on the financial aspects 
of Finance.

I’m sure you will enjoy our Buffet of selected dishes if 
you might permit me for this issue.
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Human Resources: A Career 
Choice Part 1: Sub Domains now explored…

- Samir Dhond
Email: samir.dhond@gmail.com

We ended the last article with a thought that a 
career in Human Resources field would make sense 
to someone only if the person has genuine interest 
in working with people. Having said that, is genuine 
interest sufficient to specialize in this field? Well, 
probably not! One needs to know the details or 
the intricacies of what is involved in the day-to-day 
activities in a Human Resources department. One 
also needs to check if one has the inclination to learn 
and perform in a field that might appear daunting at 
times. Now, the obvious question that might stem 
in one’s mind is “Can one specialize in any field 
in HR?” Indeed yes!  Before we talk about these 
specializations, I think it is imperative to talk about 
ways in which one can obtain some formal education 
in this field.

Formal Education in Human Resources

Tata Institute of Social Sciences (TISS)
While one can find a dime a dozen institute that offer 
a degree specializing in Human Resources, there 
are just a few institutes who are well recognized for 
the quality of education they impart. Tata Institute 
of Social Sciences (TISS) is one such institute set up 
in mid-thirties that imparts formal education in the 
field of Human Resources. One can obtain a Master 
of Arts (MA) degree in personnel management and 
Industrial relations. One has to have a bachelor’s 
degree to apply to this institute. One is also expected 
to take its indigenous entrance test.

Xavier School of Management (XLRI)
XLRI is another such institute that offers a degree 
in Management with a specialization in Human 

Resources. XLRI is in the city of Jamshedpur. The 
course is for 2 years and one has to appear for an 
entrance exam called XAT. The admissions begin 
around January every year.  Along with specialization 
in marketing, finance, etc., on can also specialize in 
Human Resources at XLRI.

Narsee Monjee Institute of Management Studies 
(NMIMS)
NMIMS is another such institute based at Vile Parle 
(West) in Mumbai. NMIMS also offers courses in 
management with a specialization in various areas. 
One such specialization is in Human Resources. 
NMIMS was established in early eighties with a 
view to impart quality education in the field of 
management.

Symbiosis Institute of Business Management (SIBM)
SIBM is located in Pune and is also famous for its 
management program with a specialization in various 
fields. One of them is indeed Human Resources.  SIBM 
is now an international university with campuses all 
over India.

Private Colleges
Several private colleges offer an MBA degree with 
a specialization in Human Resources. One must 
remember that a MBA degree from any university 
will not make you competitive in the job market. One 
needs to obtain a degree from a reputed college/
university in order to get a good job in an organization 
of repute.

In all of these management institutes, students are 
encouraged to undertake internship with companies. 
The focus at each of these management institutes 



5The Exponent Group of Journals For MBA, Volume 3, Number 4, Sep 2015 - Nov 2015

Exponent Group of Journals - Empowering the common man In Association with Shree Aniruddha Upasana Foundation

is to develop a Complete Student, i.e. a combination 
of academic and co-curricular skills. These institutes 
groom students to face the challenges of the corporate 
world with a blend of social sensitivity. Besides the 
requisite managerial skills, the students also attain 
visionary, entrepreneurial and leadership skills.

In my career of over two decades, I have seen 
innumerable students with an MBA degree approach 
me for an opportunity. An industry professional looks 
for some basic acumen in a student. One must have 
basic intelligence and one must be able to apply 
that. Being industrious has no other alternative. That 
means, hard work is inevitable should one want to 
progress in the corporate world. Being every hungry to 
gab new piece of knowledge is a trait all the industry 
seniors like in a new entrant. Overall, obtaining an 
MBA degree requires one to work hard. I also feel that 
many students want to obtain an MBA degree for the 
sake of a degree. It is considered prestigious to have 
a degree like that. However, one must know that one 
has to work hard in order to scale greater heights in 
life. Nothing come easy and nothing would be served 
for one on a silver platter ready for us to consume.

Therefore, getting a MBA degree requires investment 
in terms of one’s time, parent’s hard earned money 
and one’s energy.  Should one be convinced that one 
would be able to do justice to all of these, one may 
choose to proceed for a MBA degree. I have also 
come across young aspiring minds in my career who 
on obtaining a MBA degree want to just be managers 
who instruct others. Even if one gets a MBA degree, 
hard work can never be replaced. One has to soil one’s 
hands before one gets to be a manager. As many of 
us begin to explore getting a degree like that, it is 
important to set one’s expectations right.

Having understood the basics of getting a degree now, 
let us explore the sub-domains in the field of Human 
Resources.

Recruitment

In an organization the talent sourcing happens 
through the Recruitment department. One might 

think that recruiting is an easy part of being in the 
H field. Well the reality is different. It is one of the 
hardest jobs in HR. One must be able to sift through a 
pile of resumes to identify the candidates. The stake 
holders are usually people from the Business Units 
and therefore, one needs to have a people orientation 
and an extra edge as far as inter-personal interactions 
are concerned. One must also be able to converse 
and engage with the prospective employees, the 
candidates.

One can never forget the fact that a recruiter is the 
ambassador of the organization s/he is recruiting for.  
Therefore, a prospective employee, a candidate will 
know the organization only through the interactions 
s/he has with the recruiter. As a result, should one 
aspire to specialize in this field, one must know how 
to present one self.

The characteristic that one must possess is a level of 
steadfastness while interacting with candidates. In 
the field of recruitment, there might be pressures to 
close with the candidate with an offer but one must 
be convinced first. As a recruiter while it is important 
to recruit for the company, one must never let go of 
the fact that the organization only wants the best. 
Therefore, compromises on the part of the recruiter 
can prove very costly to a business manager.

It is also important to be able to read in between the 
lines in a constructive way. One must know that the 
candidate is always in need of selling his candidature.  
Therefore, one must know that a candidate need not 
necessarily speak the truth all the time. There are 
people who write and fake skills in a resume. As a 
recruiter one must be able to ask right question 
to elicit the right answers. To gain an insight into a 
candidate is key to the success of a recruiter.

Training and Development

Have you considered the fact that an organization 
would be able to reach greater scale only if the 
people who work for that organization grow? If not, 
this is one aspect one needs to take cognizance of.  
That means an organization continually needs to 
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work on helping people develop newer skills. Things 
are changing in the world at an alarming pace and 
one who is able to adapt to these ever changing 
situations is the only one who would survive.  

Should one specialize in Training and Development 
(T&D), one would need to understand the skills one 
needs to hone to do one’s job well.  Understanding 
that is not enough. One should be able to source 
expert from a particular field who can impart 
knowledge. The entire process of identifying core 
competencies that a job requires in itself a mammoth 
task. Then to identify training needs, coming up with 
a calendar for these workshops require skills.

One must be able to work with others to identify 
them. On must be resourceful to see where and who 
has these skills.  Training imparted will result in people 
enhancing their skills but has it truly been effective. 
Tis question can be answered only by the respective 
business manager. Gathering training effectiveness is 
an integral part of working in T&D.

We will revisit this topic exclusively in one of the 
articles in future but one must know that a formal 
knowledge of what T&D function involves is necessary 
for anyone working in this field.

Employee Welfare

Another specialization one can consider is “Employee 
welfare.” One must know that people as they step 
into the organization bring with them, their personal 
self with issues. Everyone has something or the other 
that one is occupied with.  Moreover, looking after 
welfare of employees is a big ticket item since it is 
directly related to the productivity of a person on the 
job.

Employee welfare could include activities of 
recreation, comfort at work place, creating a platform 
to share ideas, thoughts and concerns. Making 
services available for people which would make their 
already hectic fast paced life simpler.

Welfare includes anything that is done for the 

comfort and improvement of employees.  Welfare 
measures are not included in the remuneration 
one gets. Welfare helps in keeping the morale and 
motivation of the employees high. As a result, it 
aids employee retention. Employee welfare includes 
monitoring of working conditions, creation of 
industrial harmony through infrastructure for health, 
industrial relations and insurance against diseases, 
accident.  Labor welfare entails all those activities 
of employer which are directed towards providing 
the employees with certain facilities and services in 
addition to remuneration.

One needs to be a social person in order to work in 
this field. It is important that someone who wishes to 
specialize in this field manages to strike conversations 
with others without any difficulty. One needs to be a 
good listener as well.

The intent behind providing welfare schemes is to 
create efficient, healthy, loyal and satisfied employees 
for the organization. The purpose of providing such 
facilities is to make their work life better and also 
to a certain quality of life to people who serve the 
organization.

Compensation

When most people hear the term compensation 
they think about “what a person is being paid”.  
Although this might be true, it is only one aspect of 
this complex topic. Compensation includes not only 
salary, but also the direct and indirect rewards an 
employee is provided in return for their contribution 
to the organization. 

To determine compensation, organizations should 
develop a compensation and rewards program. This 
type of program outlines an equitable process for 
compensating employees. A well-structured program 
with a good balance of salary, benefits and rewards 
will support an organization to remain competitive 
in today’s intensely competitive market and ensure 
sustainability in the future.

In order for one to be a compensation benefits, one 
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must have knowledge of compensation trends. One 
must be able to study in depth the psychology of a 
working professional. One must know what might 
tick people. One must be able to network within and 
outside the industry to study a complex topic such as 
this.  One must be good with math. One must be able 
to check the authenticity of data.  One must be able 
to analyze, interpret and make recommendations for 
Compensation changes/raises year on year.

Employee Benefits

Should one search Wikipedia, one would find the 
description of Benefits as follows. “Employee benefits 
(also called fringe benefits, perquisites, or perks) 
include various types of non-wage compensation 
provided to employees in addition to their normal 
salaries.  In most countries, most kinds of employee 
benefits are taxable to at least some degree.”

Examples of these benefits include: housing 
(employer-provided or employer-paid), group 
insurance (health, dental, life, etc.), retirement 
benefits, daycare facilities, tuition reimbursement, 
sick leave, vacation (paid and non-paid), profit 
sharing, funding of education, and other specialized 
benefits.

The purpose of employee benefits is to increase the 
economic security of employees, and in doing so, 
improve employee retention across the organization.  
As such, it is one component of reward management.
In order for one to specialize in this field, one must 
first be able to understand employee psyche. Then it 
is imperative to understand ways in which one can 
create value for such benefits. Does one know what 
is more appreciated by employees?

HR Back Office

HR back office is not any mean task. It requires 
enormous zeal and patience. To be able to keep 
records of employee is hard. One must be good at 

documentation. One must be able to work with a 
cool head. One cannot lose one’s focus at all. One 
must be able to create dashboards and reports that 
would give an insight to the management about 
employee trends.

One must be able to do data crunching. Employee 
attrition, various MIS reports are parts of every day 
work of a HR back office professional. One would 
be expected to file and report some labor related 
practices on a regular basis.

Issuing standard letters such as address proof letters, 
service certificates, relieving letters, etc. are part of 
the responsibilities of a HR back office person. This 
job can get very laborious at times.  “Service with a 
smile” has to be the motto of a person performing 
this job.

Conclusion

By now, as an aspiring HR professional, one would have 
realized various aspects of a HR job. I recommend to 
you to read these broad descriptions of each of these 
specializations. Then, mull over each of these and 
whet them out vis-à-vis one’s respective skills. Besides 
genuine interest, one’s skills, demeanor and bent of 
mind has to match with the requirements of each of 
these jobs or specializations. Should you think any 
one of them is more like what skills one possesses, 
then one can choose to specialize in that field.

At the end, I would like to leave you with just one 
thought. I am of the opinion that in order to take up 
any profession and be the master of that profession, 
nothing can replace hard work. As an emerging leader, 
as an aspiring leader, the fundamental skill one needs 
to hone is one’s ability to soil hands.  There is no 
substitute for that one.

Let us think about it a little deeper and as we return, 
next time around, in the next article, let us examine 
the first sub domain in greater detail.  How about 
that?...
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Entrepreneurship V/S 
Intrapreneurship

- Dr. Mahesh K. Karajgikar
Email: umaheysh@gmail.com

Objectives

1. To analyze the role played by Entrepreneurs & 
Intrapreneurs in organizational development.

2. To study the characteristics of Entrepreneurs & 
Intrapreneurs.

3. To analyze various types of entrepreneurs & their 
role in Organizational development

Entrepreneurship & Intrapreneurship 
-Definitions & Concept

Entrepreneur is derived from a French word 
“entreprendre” means to undertake i.e. individuals 
who were ‘undertakers’ meaning those who 
undertook the risk of new enterprise. The word 
was first used in the writings of French economist, 
Richard Cantillon.

Adam Smith, father of political economy describes 
Entrepreneur as an individual who forms an 
organization for commercial purpose. He is a 
proprietary capitalist, a supplier of capital and at the 
same time a manager who intervenes between the 
labour & the consumer. 

In nutshell, Entrepreneurship means:
•	 A theory of evolution of economic activities. 
•	 An ingredient to economic development. 
•	 Essentially a creative activity or an innovative 

function. 
•	 A risk taking factor which is responsible for an 

end result. 

•	 Usually understood with reference to individual 
business. 

•	 Creates awareness among people about 
economic activity. 

•	 Generates Self-employment and additional 
employment.

Intrapreneurship

Internal + Entrepreneurs = Intrapreneurs.

Internal entrepreneurs working within an 
organization & making use of basic entrepreneurial 
management skills are called Intrapreneurs and the 
management concept is known as Intrapreneurship. 
Intrapreneurship word is coined by Gifford Pinchott. 
Intrapreneur refers to someone who possesses 
entrepreneurial skills and uses them within a 
company, instead of using them to launch a new 
business. Intrapreneurs, however, must have a fair 
amount of latitude within a company in order to 
effect any significant changes. Workers who earn 
the title “Intrapreneur” usually go well beyond their 
narrow job descriptions, providing valuable help in 
innovating some aspect of their companies.

Characteristics of an Entrepreneur & 
Intrapreneur

Few of the Ideal characteristics of an Entrepreneur 
are outlined below-

•	 Ambitious 
•	 Clear vision 
•	 Passionate 
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•	 Flexibility 
•	 Ability 
•	 Maturity 
•	 Administrative ability 
•	 Organizational skills 
•	 Business Intelligence 
•	 Creativity 
•	 Innovation 
•	 Business secrecy 
•	 Sound knowledge of the business 
•	 Emotional stability 
•	 Public relations

Characteristics of an Intrapreneur

i. Creates new ventures: Giving birth to new 
businesses within the existing organizations is the 
typical characteristic of an intrapreneur.

ii. Innovates products/services: A tendency 
towards technological leadership by way of 
continual innovation of products/services is 
desirable of an intrapreneur.

iii. Innovates Processes: Under fiercely competitive 
market scenario, business processes need to be 
reinvented time and again by the intrapreneurs 
for better efficiency, productivity,& quality.

iv. Proactiveness: Intrapreneurs attempt to lead 
rather than follow the competitors through their 
proactiveness.

v. Risk-taking: Intrapreneurs have a risk-taking 
attitude with regard to investment decisions & 
strategic actions under situations of uncertainty.

vi. Competitively aggressive: An intrapreneur has 
the propensity to directly & intensely challenge 
his organization’s competitors.

An intrapreneur thinks like an entrepreneur looking 
out for opportunities, which profit the organization. 
They tend to be highly motivated people who can 
work on their own with little supervision. They are 
highly dedicated and creative, with clear visions 

about how to help the company. Generally speaking 
intrapreneurs are not status seekers, they are usually 
willing to jump in and roll up their sleeves in any 
situation to get the work done. They are extremely 
goal oriented doers.

Intrapreneurship is a novel way of making 
organizations more profitable where imaginative 
employees entertain entrepreneurial thoughts. It 
is in the interest of an organization to encourage 
intrapreneurs. Intrapreneurship is a significant 
method for companies to reinvent themselves and 
improve performance.

For intrapreneurship to flourish in an organization, 
leadership has to be willing to listen to and recognize 
good ideas whenever and from whomever they arise. 
This message must be constantly reinforced from the 
highest levels of the organization. The key is creating 
an environment where an employee’s ideas, when 
properly presented, are taken seriously and then 
be properly supported and recognized. One never 
knows where good ideas will come from, especially in 
a corporate culture that supports Intrapreneurship.

Types of Entrepreneurs

Entrepreneurs can be classified on the basis of their 
socio-cultural backgrounds, scale or potential of 
operations, or timing of venture creation in relation 
to their professional lifespan.

Classification Based on the Timing of Venture 
creation
a. Early Starters: An early starter starts the venture 
with little or no full-time work experience. Often, 
they are from business families. An extreme case 
would be Suhas Gopinath, who started Globals Inc., 
at the age of 14.He had to incorporate it in the USA as 
Indian laws do not permit a minor to run a company. 
Mr. Suhas Gopinath at the age of 16 was recognized 
as the world’s youngest entrepreneur in by CNBC and 
e -Business, Canada.

b. Experienced: This type of entrepreneur has spent 
few years working in the family business or in some 
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other large company. He brings lot of experience, 
skills and personal credibility into the venture. 
Narayan Murthy got together with other like -minded 
professionals to start Infosys when he was 35 years 
old.

c. Mature: A lot of very senior professionals, some 
at the level of CEO, are quitting their own ventures 
& starting their own business. Ex.Ashok Soota & 
Subroto Bagchi, who quit Wipro to start MindTree 
& BVR Subbu, the ex-CEO of Hyundai India, who 
recently started a venture Argentum Motors that 
bought the plant of Daewoo in India.

Classification based on Socio-cultural Variables
a. First-Generation Entrepreneurs: Those 
entrepreneurs whose parents or family had not 
been into business & were into salaried service. 
The booming economy of India has led to a 
multitude of business opportunities, and with a 
change in the mindset of the middle class, it is 
now more acceptable to become an entrepreneur.
Ex.Dhirubhai Ambani to Narayan Murthy. 

b. Entrepreneurs from Business Families: 
Traditionally, few socio -ethnic groups who have 
dominated the business scene in India viz.the 
Marwadi, Gujarati, Parsee, Sindhi & Chettiyar 
communities.Ex.Tatas, Birlas, Wadias, Murugappas 
& Singhanias.

c. Minority Entrepreneurs : Many small ethnic 
groups that have traditionally not ventured into 
business like tribal’s of central India, hill people of 
North-East. 

d. Women Entrepreneurs : Progressive laws & 
other incentives have also boosted the presence 
of women in entrepreneurial activity in diverse 
fields. Kiran Majumdar Shaw founded Biocon, 
which is now the leading biotech firm in India & an 
inspiration to many other Indian women wanting 
to start their own business.

Classification Based On Entrepreneurial Activity
a) Novice: Someone who has started his/her 

first entrepreneurial venture. Vishamber Saran 
was the Director, Raw Material for Tata Steel. He 
quit after working in the steel industry for over 
35 years & started his own venture, Visa Steel, 
starting from scratch ten years back, the turnover 
of the company stands at over Rs.1000 cr. & is a 
part of Rs.5000 cr. Visa group founded in 1994.

b) Serial Entrepreneur: A serial entrepreneur is 
someone who is devoted to one venture at a time 
but ultimately starts many.

Rakesh Mathur, an alumnus of IIT Bombay, has 
started a firm called Webaroo, which enables easy 
offline surfing of the net. This is his latest venture 
in a series of successful ventures with great names 
such as Armedia,Purple Yogi & Junglee.He sells of his 
venture before moving on to next one. Most high-
profile sale being that of Junglee, which he sold to 
Amazon.

c) Portfolio Entrepreneur: Starts & runs a number 
of businesses. It may be that the entrepreneur may 
see some synergies between different ventures.

Difference between Entrepreneurship and 
Intrapreneurship

Intrapreneurship has the same spirit as 
entrepreneurship but applied within an organization. 
The generalized principles as well as the skills that 
one needs to develop as an entrepreneur, are the o 
ne applicable within an organization too. In fact, it 
gives one an added advantage over those who do not 
have the skill sets of entrepreneurs. An Entrepreneur 
is someone who has the skills, passion and financial 
backing to create wealth from new business 
opportunities and is willing to take full responsibility 
for its success or failure. An Intrápreneur is someone 
who manages the business with entrepreneurial flare 
in line with the expectations of the shareholders. The 
Entrepreneur is typically a visionary who spots an 
opportunity in the marketplace and has the passion, 
guile and contact base to set the wheels in motion. 
The Intrápreneur has passion and drive but also has 
the operational skills of running the “clockwork” of 
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the business to enable a good idea to be turned into 
commercial reality. He is the “inside entrepreneur”.

An Entrepreneur takes substantial risk in being the 
owner and operator of a business with expectations 
of financial profit and other rewards that the business 
may generate. An Intrápreneur is an individual 
employed by an organization for remuneration, 
which is based on the financial success of the unit 
he is responsible for. Intrapreneurs are given the 
resources; they need to make decisions while 
Entrepreneurs have to find their, own resources. 
Intrapreneurs help the company increase’ their 
profitability, reduce the costs of their operations, 
spearhead or create activities, lead or launch that 
will really add to the bottom-line of the organization. 
Intrapreneurs are people who are continuously 
looking for ways to create value for the organization. 
These people will be more valuable and thus the last 
to be affected in the downturn. Intrapreneurship 
is basically having a spirit of enterprise within an 
organization and it means taking initiatives and doing 
one’s job as if one is running your own business. This 
means that an Intrapreneur acts in the best interests 
of the organization.

What the Government can do to build 
Entrepreneurship in India

•	 Encourage a conducive business environment; 
•	 Ensure simplified startup processes; 
•	 Improve the delivery time; 
•	 Reduce corruption; 
•	 Collate informational needs of start-ups; 
•	 Improve corporate governance norms; 
•	 Create an environment that will reduce risk; 
•	 Encourage more seed funds and corporate 

players to provide start-up funding. In particular:

Conclusion

Both Entrepreneur & Intrapreneur are important 

for the organizational development. Where one is 
generating the ideas resulting into novelty and new 
business, and other is providing the environment 
for the implementation of the newer ideas and the 
organizational predefined goals.

The organizational growth is essentially managerial 
efforts.Entrpreneur many a times may lack in 
managerial skills. This shortcoming is compiled by 
Intrapreneur as he manages the business. Thus 
Entrepreneur is responsible for creating the business 
and Intrepreneur is responsible for sustaining the 
business, i.e. both concepts are complementary to 
each other & not competitive.

Though the role played by both Entrepreneur & 
Intrapreneur is complementary still there exist minor 
differences, which must be properly accounted. If 
remain unattended, it may create problems to the 
organization and many a times they are ego problems. 
One must not forget that the organization & 
organizational goals are always of prime importance.
In the modern age which is said to be the survival of the 
fittest, the very important task before all organization 
is to sustain & expand the business.Accordingly,those 
who are related to the organization, shall have to 
play their own roles & responsibilities with utmost 
care.Hence,the importance of Entrepreneur & 
Intrapreneur is boldly underlined.

In the organizational set up, along with Entrepreneur, 
all others who support the entrepreneur in 
attainment of organizational goals, are equally 
important. This has a concern for both the concepts 
i.e Entrepreneurs & Intrapreneurs. In the history of 
organizational set up, more emphasis was given on 
the Entrepreneur but in the new competitive age & 
era of globalization, the importance of Intrapreneurs 
is too gathering momentum.



12 The Exponent Group of Journals For MBA, Volume 3, Number 4, Sep 2015 - Nov 2015

Exponent Group of Journals - Empowering the common man In Association with Shree Aniruddha Upasana Foundation

Emotional Intelligence at the 
Work Place

- Sunil Bahl
Email: sunil.bahl@ilfsindia.com

Background

A relatively recent ‘discovery’ based on 
psychoanalytical research, Emotional Intelligence, or 
EI for short, is gaining rapid ground in the corporate 
world on account of its success based applications. 
It becomes important for employees to become 
familiar with this aspect of management theory.

Emotional Intelligence (EI)

(1) History and Definition
(a) In 1983,  Howard Gardner in his 
book  Frames of Mind: The Theory of Multiple 
Intelligences  introduced to the world the idea of 
‘multiple intelligences’ of an individual, beyond 
the well-established concept of IQ.

(b) The term ‘Emotional Intelligence’ was first 
coined in 1990 in a research paper by two 
psychology professors, John D. Mayer of UNH and 
Peter Salovey of Yale. Some years later,  Mayer 
defined it in HBR this way:

“From a scientific (rather than a popular) 
standpoint, emotional intelligence is the ability 
to accurately perceive your own and others’ 
emotions; to understand the signals that emotions 
send about relationships; and to manage your 
own and others’ emotions” 

(c) However, the term became widely known 
with the publication in 1995 of Daniel Goleman’s 
classic book “Emotional Intelligence – Why it can 
matter more than IQ”.

(2) Models of Emotional Intelligence
As per current research, there are three main 
models of EI and accordingly different assessment 
techniques:

(a) Ability model;

(b) Mixed model (this model is commonly termed 
as EI); and the 

(c) Trait model

(3) Components of Emotional Intelligence
The common traits of people with high EI are as 
follows:

(a) Self-awareness:  A self-aware person 
understands his/her own strengths and 
weaknesses and also how his/her actions can 
affect others. The person can also better handle 
criticism than others.

(b) Self-regulation: Such a person can express his/
her emotions both with restraint and control in a 
mature manner.

(c) Self-Motivation:  They have inner ambition 
beyond money and position. They are optimistic 
and can face challenges in a resilient manner. 

(d) Empathy:  A high degree of empathy allows 
them to understand human nature, to connect 
easily to others and respond to the concern of 
others.

(e) People skills:  Being team people, they can 
easily win the trust and respect of others and 
never resort to conniving or hurting others for any 
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selfish motive.

Relevance to the Work-Place
(1) EI at Work

(a) While EI is relatively a new concept, 
organisations have quickly taken it up and adapted 
into their management systems. By doing so, 
they have elevated their status from an ‘average 
organisation’ to an ‘excellent organisation’.

(b) EI is about internal relationships (between 
colleagues, directors and staff) and external 
relationships (between the company and 
customers, clients, all stakeholders, market etc.). 
It is about vision, leadership, teamwork, and 
partnership.

(c) In such an organization, the staff is highly 
motivated and productive.

(d) All businesses comprise human interaction and 
EI deals with a wide range of human interactions 
including leadership, coaching, HR, training etc.

(2) EI and Leadeship
In 1998, Daniel Goleman wrote in an article titled 
“What Makes a Leader”: 

“The most effective leaders are all alike in one 
crucial way: they all have a high degree of what has 
come to be known as emotional intelligence. It’s not 
that IQ and technical skills are irrelevant. They do 
matter, but…they are the entry-level requirements 
for executive positions. My research, along with 
other recent studies, clearly shows that emotional 
intelligence is the sine qua non of leadership. Without 
it, a person can have the best training in the world, 
an incisive, analytical mind, and an endless supply of 
smart ideas, but he still won’t make a great leader.”

However, people strong in some of the elements 
of EI can be lacking in the other elements, and this 
leads to problems.  

(3) EI and Negotiation
Business requires negotiations. It is true that most 
business decisions are eventually based on emotions. 

The winner is the one who reads the emotional states 
of others.

Negotiating effectively is a key leadership task that 
requires:

•	 Maintaining rapport and  humour
•	 Thinking tactically, flexibly and strategically 

about emotions
•	 Reaching out with care and sincerity
•	 Building trust
•	 Listening rather than telling
•	 Acknowledging efforts and  progress
•	 Looking for emotional cues during tough 

conversations
•	 Making effective decisions

(4) EI and HR
Hiring managers are likely to make better hiring 
decisions when they look for people who already 
possess high EI scores.

Most workers want more from their jobs than simply 
a salary. It is worth the investment for HR to consider 
investing in the EI needs of the workers. It results in 
more engaged and committed employees. 

According to emotional intelligence, success is 
strongly influenced by personal qualities such as 
perseverance, self-control and skill in getting along 
with others. Workers with high EI  are better able 
to work in teams, adjust to change and be flexible. 
Educational qualifications do not matter too much 
after some time; if a person does not have certain 
emotional qualities, the person is unlikely to 
succeed. With new technologies and innovations, 
these qualities become increasingly important for 
the employee to adjust in a changing environment.

(5) Can Employees Improve their EI?
Business leaders agree that success is strongly 
influenced by personal qualities such as perseverance, 
self-control, and skill in getting along with others. 
There are examples of “super sales persons” and 
“excellent customer service employees” who have 
this strong ability to sense what was important to 
the customers and to develop a trusting relationship 
with them. At the same time, there are “brilliant 
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executives” who do everything well except get along 
with people, or to managers who were technically 
brilliant but could not handle stress, and whose 
careers stalled because of these deficiencies. 
Business leaders well understand how valuable 
these “emotionally intelligent” employees are to an 
organisation.

Is it possible to improve the social and emotional 
competence of adult workers? Research on EI 
suggests that it is possible to help people of any 
age to become more emotionally intelligent at 
work. There are several consultants conducting 
workshops to help people become more emotionally 
competent and socially skilled. However, EI results 
from conditioning habits early in life. Therefore, 
one has to first unlearn old habits and then develop 
new ones. This is a long process and not a one day 
seminar. Social and emotional learning is different 
from cognitive and technical learning, and it requires 
a different approach to training and development.

(6) New Research Areas in EI
EI is a dynamic new field. New research areas include 
the following:

(a) The contagious nature of emotions at work

(b) The link between leaders’ emotional states 
and their companies’ financial success

(c) Advances in neuroscience research to explain 
how leaders can increase each element of 
emotional intelligence by understanding and 
improving the various ways they focus their 
attention, both expansively and narrowly

(d) How leaders develop “cognitive empathy,” the 
aspect of social intelligence that “enables leaders 
to pick up implied norms and learn the unique 
mental models of a new culture.” 

(e) Approach to coping with envy at work

(f) How emotional intelligence is manifested in 
and strengthens teams

(g) Using functional magnetic resonance imaging 

(fMRI) to see:
•	 what’s happening at a physical level  when 

you understand what another person is 
saying

•	 when flattery works and when it doesn’t,
•	 the  merits of gossip  in fostering social 

networks

(h) The  strong link between empathetic leaders 
and financial performance. 

There is a growing body of evidence that suggests 
that rational and emotional selves are integrated 
and it is impossible and inadvisable to separate the 
two at work.

(7) Criticism of EI
Many experts have doubts about the extended utility 
of EI as a management tool:

(a) New research has reported a lack of correlation 
between scores on tests of emotional intelligence 
and business results or job performance. In other 
words, “Emotional intelligence isn’t the only way 
to attain success as a leader”.

(b) EI can be wrongly used for manipulating others 

(c) EI has little predictive value

Conclusion

Be as it may, there are more proven upsides than 
downsides to EI. It is a magnificent tool both for 
progress as an individual and as a leader. At the end 
of the day, the ‘work place’ is a ‘people’s place’.
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Corporate Governance 
Structure

- Ashutosh Vaidya
Email: ashutoshsinh.vaidya@gmail.com

Corporate governance  broadly refers to the 
mechanisms, processes and relations by which 
corporations are controlled and directed. In simple 
words, corporate governance refers to the ways and 
means by which a corporate entity is run, controlled 
and directed on day-to-day basis. Governance 
structures identify the distribution of rights and 
responsibilities among different participants in the 
corporation (such as the board of directors, managers, 
shareholders, creditors, auditors, regulators, and 
other  stakeholders) and includes the policies and 
procedures for making decisions in corporate affairs. 
Corporate governance includes the processes through 
which corporations’ objectives are set and pursued 
in the context of the social, regulatory and market 
environment. Governance mechanisms include 
monitoring the actions, policies and decisions of 
corporations and their agents. Corporate governance 
practices are affected by attempts to align the 
interests of stakeholders.   Interest in the corporate 
governance practices of modern corporations, 
particularly in relation to accountability has increased 
following the high-profile collapses of a number of 
large corporations during 2001–2002, most of which 
involved accounting fraud; and then again after the 
recent financial crisis in 2008.

In contemporary business corporations, the main 
external stakeholder groups are shareholders, debt-
holders, trade  creditors  and suppliers, customers, 
and communities affected by the corporation’s 
activities. Internal stakeholders are the  board of 
directors, executives, and other employees.

We will discuss here, various ways in which bodies 
corporate are governed. In other words, we 

will examine the different models of Corporate 
Governance practiced across various regions, 
countries or social systems.

In each country, the corporate governance structure 
has certain characteristics or constituent elements, 
which distinguish it from structures in other countries. 
To date, researchers have identified three models of 
corporate governance in developed capital markets. 
These are the Anglo-US model, the Japanese model, 
and the German model. Each model identifies the 
following constituent elements: key players in the 
corporate environment; the share ownership pattern 
in the given country; the composition of the board 
of directors (or boards, in the German model); the 
regulatory framework; disclosure requirements 
for publicly-listed corporations; corporate actions 
requiring shareholder approval; and interaction 
among key players.

a) Anglo - US Model

Players in the Anglo-US model include management, 
directors, shareholders (especially institutional 
investors), government agencies, stock exchanges, 
self-regulatory organizations and consulting firms 
which advise corporations and/or shareholders on 
corporate governance and proxy voting. Of these, the 
three major players are management, directors and 
shareholders. They form what is commonly referred 
to as the “corporate governance triangle.”

The interests and interaction of these players may be 
diagrammed as follows:
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The Anglo-US model, developed within the context 
of the free market economy, assumes the separation 
of ownership and control in most publicly-held 
corporations. This important legal distinction serves 
a valuable business and social purpose: investors 
contribute capital and maintain ownership in the 
enterprise, while generally avoiding legal liability 
for the acts of the corporation. Investors avoid 
legal liability by ceding to management control 
of the corporation, and paying management for 
acting as their agent by undertaking the affairs 
of the corporation. The interests of shareholders 
and management may not always coincide. Laws 
governing corporations in countries using the Anglo-
US model attempt to reconcile this conflict in several 
ways. Most importantly, they prescribe the election 
of a board of directors by shareholders and require 
that boards act as fiduciaries for shareholders’ 
interests by overseeing management on behalf of 
shareholders.

The board of directors of most corporations that 
follow the Anglo-US model includes both “insiders” 
and “outsiders”. An “insider” is as a person who is 
either employed by the corporation (an executive, 
manager or employee) or who has significant 
personal or business relationships with corporate 
management. An “outsider” is a person or institution 
which has no direct relationship with the corporation 
or corporate management. A synonym for insider is 
executive director; a synonym for outsider is non-
executive director or independent director. Currently 
there is, however, a discernible trend towards greater 
inclusion of “outsiders / independent directors” in 
US, UK and even corporations in country like India.

b) The Japanese Model

The Japanese model is characterized by a high level of 
stock ownership by affiliated banks and companies; a 
banking system characterized by strong, long-term 
links between bank and corporation; a legal, public 
policy and industrial policy framework designed 
to support and promote “keiretsu” (industrial 
groups linked by trading relationships as well as 
cross-shareholdings of debt and equity); boards of 
directors composed almost solely of insiders; and 
a comparatively low (in some corporations, non-
existent) level of input of outside shareholders, 
caused and exacerbated by complicated procedures 
for exercising shareholders’ votes. Equity financing 
is important for Japanese corporations. However, 
insiders and their affiliates are the major shareholders 
in most Japanese corporations. Consequently, they 
play a major role in individual corporations and in 
the system as a whole. Conversely, the interests of 
outside shareholders are marginal. The percentage 
of foreign ownership of Japanese stocks is small, but 
it may become an important factor in making the 
model more responsive to outside shareholders.
Many Japanese corporations also have strong financial 
relationships with a network of affiliated companies. 
These networks, characterized by crossholdings of 
debt and equity, trading of goods and services, and 
informal business contacts, are known as keiretsu. 
The Japanese model may be diagrammed as an open-
ended hexagon:

In contrast with the Anglo-US model, non-affiliated 
shareholders have little or no voice in Japanese 
governance. As a result, there are few truly 
independent directors, that is, directors representing 
outside shareholders.

The base of the figure, with four connecting lines, 
represents the linked interests of the four key players: 
government, management, bank and keiretsu. The 
open lines at the top represent the non-linked interests 
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of non-affiliated shareholders and outside directors, 
because these play an insignificant role. The board 
of directors of Japanese corporations is composed 
almost completely of insiders, that is, executive 
managers, usually the heads of major divisions of 
the company and its central administrative body. If 
a company’s profits fall over an extended period, 
the main bank and members of the keiretsu may 
remove directors and appoint their own candidates 
to the company’s board. Another practice common 
in Japan is the appointment of retiring government 
bureaucrats to corporate boards; for example, the 
Ministry of Finance may appoint a retiring official to 
a bank’s board.  Japanese boards are generally larger 
than boards in the UK, the US and Germany. The 
average Japanese board contains 50 members.

c) The German Model

The German corporate governance model differs 
significantly from both the Anglo-US and the 
Japanese model, although some of its elements 
resemble the Japanese model. Banks hold long-term 
stakes in German corporations, and, as in Japan, 
bank representatives are elected to German boards. 
However, this representation is constant, unlike the 
situation in Japan where bank representatives were 
elected to a corporate board only in times of financial 
distress. Germany’s three largest universal banks 
(banks that provide a multiplicity of services) play 
a major role; in some parts of the country, public-
sector banks are also key shareholders.

There are three unique elements of the German 
model that distinguish it from the other models 
outlined in this article. Two of these elements pertain 
to board composition and one concern shareholders’ 
rights:

First, the German model prescribes two boards 
with separate members. German corporations 
have a two-tiered board structure consisting of a 
management board (composed entirely of insiders, 
that is, executives of the corporation) and a 
supervisory board (composed of labour/employee 
representatives and shareholder representatives). 
The two boards are completely distinct; no one may 

serve simultaneously on a corporation’s management 
board and supervisory board. Second, the size of 
the supervisory board is set by law and cannot be 
changed by shareholders. Third, in Germany and 
other countries following this model, voting right 
restrictions are legal; these limit a shareholder to 
voting a certain percentage of the corporation’s total 
share capital, regardless of share ownership position. 
German banks, and to a lesser extent, corporate 
shareholders, are the key players in the German 
corporate governance system. Similar to the 
Japanese system described above, banks usually play 
a multi-faceted role as shareholder, lender, issuer of 
both equity and debt, depository (custodian bank) 
and voting agent at AGMs. The mandatory inclusion 
of labour/employee representatives on larger 
German supervisory boards further distinguishes 
the German model from both the Anglo-US and 
Japanese models. The two-tiered board structure 
is a unique construction of the German model. 
German corporations are governed by a supervisory 
board and a management board. The supervisory 
board appoints and dismisses the management 
board, approves major management decisions; 
and advises the management board. While the 
supervisory board includes no “insiders”, it does not 
necessarily include only “outsiders”. The members of 
the supervisory board elected by shareholders are 
usually representatives of banks and corporations 
which are substantial shareholders. It would be more 
appropriate to define some of these as “affiliated 
outsiders”. The German legal and public-policy 
framework is designed to include the interests of 
labour, corporations, banks and shareholders in the 
corporate governance system.

Conclusion

The article has attempted to examine each model in 
brief, describe the constituent elements of each. It 
should reflect the fact that it is not possible to simply 
select a model and apply it to a given country. Instead, 
the process is dynamic: the corporate governance 
structure in each country develops in response to 
country-specific factors and conditions. With the 
globalization of capital markets, each of these three 
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models is opening (albeit slowly) to influences from 
other models, while largely retaining its unique 

characteristics. 
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Management through 
Innovation

- Sunil Bahl
Email: sunil.bahl@ilfsindia.com

Background

Here is a good quote to which actually summarises 
this article: “For good ideas and true innovation, 
you need human interaction, conflict, argument and 
debate.”- Margaret Heffernan

(1) Some years ago, the Harvard Business School 
conducted a global survey amongst corporates on 
the relevance of encouraging innovative practices 
amongst employees. 

(2) While it is the obligation of management to put 
such practices in place, it also becomes important 
for employees at all levels to become aware of the 
changing management styles and to participate 
pro-actively. This is also relevant for India, well-
known for its jugaad style of innovation in products 
and services, and which can be well extended into 
the corporate management domain also.

(3) The questions that were put up in the survey 
including the following:

(a) Presently, does traditional practice of 
‘Management’, as we know it, encourage 
innovation and creativity amongst employees? 

(b) Has the track record been positive or 
negative in this aspect? 

(c) Does the physical work environment make 
a difference? Is the creative employee more 
creative at home rather than in a formal 
office/work surrounding? 

(d) Is the powerful internet making the role 
of management redundant in the creative 
process? 

(e) What needs to be done to create a culture 
of creativity in organisations?

(f) Is there any role for  management and 
what are the kind of changes that need to 
be brought about or is it that innovation 
and creativity should not be handled by 
the company/employees but by external 
‘experts’? 

The Key Concepts/Responses

(1)	 Many organisations feel that traditional 
management models do not encourage 
innovation and creativity and are not ready for 
open collaborations.  In fact, the role and practices 
of management itself require innovation as well!

(2)	 There is a need for a new kind of leadership 
and innovation which is directly proportional to 
the attitude of senior management. Without a 
corporate strategy to reach defined corporate 
goals, innovation will be misguided and 
misdirected. Innovations and inefficiencies 
are persistent anomalies in organisations. The 
real question revolves not around whether the 
managers have the courage but does the CEO 
have the vision and fortitude to stand before the 
board and defend the opportunity to explore and 
fail?
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(3)	 The leadership role is also to provide a work 
environment of openness built on trust where 
every member of the team feels free to express 
their views/opinions without fear of ridicule or 
reprisal.

(4)	 Importance is to be given to evaluate and 
secure the viability of new ideas. 

(5)	 Innovative thinking happens when talents, 
skills and individual habits are brought together. 
Diversification of the skills sets of employees is 
required to enhance their creative potential. Some 
established practices by successful employers are 
as follows:

(a) Creating capacity. This can be done through 
professional training courses/workshops/
conferences.

(b)	 Imbibing best practices. This is best 
done by allowing the employee to do his 
own research on the competition and the 
industry, filter out and recommend feasible 
best practices for the company.

(c)	 Become a host. Many companies 
encourage their employees to organise talk, 
events or roping in expert speakers.

(d)	 Knowledge enhancement. Many 
possibilities exists – You-tube, TED talks, 
e-books, magazines etc.

All this requires encouragement by the management.

(6)	 Leaders of innovation always create an 
environment in which others are willing and able 
to innovate.

(7)	 Innovation requires the mind of individual to 
open up and this happens through collaboration 
with people having diverse expertise and 
backgrounds.

(8)	 Organisations which encourage innovation 
encourage collaborations, learning through 

discovery and making inclusive decisions.

(9)	 The problem is actually more complex than 
it appears and organisations must find solutions 
by looking outside their own departments and 
firms. This is required to form what is termed as 
“collective genius”.

(10)	Innovation is voluntary. It cannot be 
otherwise. No one can be forced to become 
innovative. But what helps is having employees 
to freely open their minds to contribute their 
best ideas. They need to be made to feel part 
of a community working together to solve a 
problem. They need to have a sense of belonging 
and purpose. That way they feel motivated and 
safe to disagree with what is happening or being 
proposed. 

(11)	Having said that, innovative solutions always 
come out as a result of a meticulous process. This 
involves developing and testing different options, 
learning from their outcomes and trying again.

(12)	By equipping individuals with leadership 
capabilities, extraordinary innovations can be 
unlocked.

(13)	The leader’s role is to encourage innovation 
from everyone in an organisation.

(14)	Towards this, there is lot of evidence that 
suggest that a bottom up “innovation” is more 
effective than a “top down” strategy.

However, management has a conflicting objective 
i.e. how to use the innovation of employees to 
solve problems being faced by the organisation. 
There is nothing wrong with that. One way is to 
create targeted campaigns where employees are 
encouraged to come up with ideas that address a 
particular challenge.

Some Case Studies

(1) Pixar Animation Studios
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Pixar Animation Studios, USA is one Company that 
has the ability to innovate quickly, effectively and 
repeatedly. It has successfully and consistently 
produced innovative films for about 20 years with 
each film taking years to make, millions of dollars and 
a team of more than 200! It has a huge competitive 
advantage.  How does it do it?

Ed Catmull, the leader and co-founder has created and 
sustained an environment that allows employees to 
unleash their genius individually and collectively. As 
a leader, he leads Pixar’s success through innovation:

(a) Group effort is most important and 
collaboration is the backbone. Thus, important 
departments such as art, technology and business 
are treated at par. This allows the interplay of 
ideas that occur during the interactions of people 
with diverse experience and points of view.

(b) Recognising that innovation is a discovery 
process, he created a work culture within the 
company which includes trying, learning, adjusting, 
and then trying again. There is no punishment for 
failure or for making mistakes!

(c) Employees are encouraged to keep opposing 
options under consideration as long as possible, 
explore every aspect of the options, and then 
combine the best version of each.

(2) HCL Technologies Limited

It is well known that Vineet Nayar, President and 
former CEO of HCL Technologies (HCL), turned 
around the Company soon after taking over in 2005. 
Competition had hit the Company hard and it was 
slipping downhill. When Nayar became CEO of HCL in 
2005, the Indian IT company, with 24,000 employees 
was in a downward spiral. Basically, the Company was 
stagnating with its existing software and services and 
the competition was miles ahead. However, Nayar 
recognised that what will work within this dynamic 
environment is to develop long-term one-on-one 
partnership with clients along with products and 
services. What this meant was that the employees 
would need to take on more responsibility, be willing 

to and able to innovate continuously. In other words, 
a total transformation was required to bring out an 
entirely new set of values.

Through a lot of trial and error, Nayar experimented 
with his employees to achieve this. Some of the 
initiatives included: 

(a) He went about changing the mind-set of the 
people. He went about enrolling people into a new 
way of working, dismantled the organisational 
pyramid, and created transparent systems of 
communication, compensation, and evaluation so 
as to build trust. 

(b) The role of the leader was also recast. The CEO 
was no longer the most important person in the 
organisation having solutions to all the problems.  
Instead, he encouraged the employees to adopt 
the problems as their own and find out solutions. 
For this, he created forums for online communities 
to solve the problems of the Company

As a result, the employees became innovative 
problem solvers and the organization was able to 
expand its operations to 32 countries and increase its 
revenues six-fold. The main point is that Nayar was 
able to create a scenario whereby the employees 
were able to discover solutions together.

Conclusion

The economic outlook in India is improving and 
is expected to expand steadily, creating exciting 
opportunities for companies eager for growth. It is 
the right time for organisations to invest in people 
and position themselves for growth. Organisations 
will need to strengthen their abilities to identify the 
best opportunities, minimize risk, and encourage 
growth through innovation. As they focus their 
strategy, align their operations, and evolve a culture 
of innovation, the company will be positioned for 
sustainable success in any economy. 

Employees should also be aware of this and be 
proactive to seize on the opportunities. Make sure 
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your ideas get heard and implemented.
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Outsourcing

- Ashutosh Vaidya
Email: ashutoshsinh.vaidya@gmail.com

Outsourcing is one of the fastest growing industries 
on the world platform. It mainly involves transfer 
of company’s internal processes, businesses, 
infrastructure, etc. to the external service providers. 
In simple words, outsourcing involves transfer of non-
core activities of the business to third-party vendor 
or service provider. It may be broadly classified 
into information technology (IT), human resource, 
customer service, engineering, knowledge services, 
legal, R&D outsourcing, etc. 

With growing complexity and environment in which 
modern business operates, it becomes imperative 
for the owners to focus on core competencies and 
channelize their management time and resources 
accordingly. In the process not-so critical business 
processes, services, etc. are normally outsourced 
to third-party vendor. This is cost effective and less 
burdensome since outsourced business areas are 
normally supervised and regulated rather than actual 
execution and delivery. 

India has emerged as the 21st century’s software 
powerhouse, offering many advantages as a global 
sourcing hub, especially for IT enabled Services (ITES) 
and Business Process Outsourcing (BPO). The main 
motive behind outsourcing has been that it allows 
a company to invest more time, money and human 
resources in core active items without losing quality 
and name. Call centres have also mushroomed in 
India serving various foreign airlines and banks. India 
continues to dominate global outsourcing market 
with market size estimated to be worth about $52 
billion. Banking and financial services contribute 
nearly 40 percent to India’s outsourcing industry. 

Further, economic success of the BPO industry has 
taken many firms to their advanced knowledge work 
to off shore destinations. Knowledge Processing 
Outsourcing (KPO) is one step extension of BPO 
and can be defined as high added value processes 
chain where the achievement of objectives is highly 
dependent on the skills, domain knowledge and 
experience of the people carrying out the activity. 
The KPO typically involves a component of BPO, 
Research Process Outsourcing (RPO) and Analysis 
Proves Outsourcing (APO). 

Advantages and Disadvantages

The main motive behind business process outsourcing 
is to allow a company to invest more time, money and 
human resources in core active items without losing 
quality and name. Thus, cost advantage followed by 
increased ability to focus on core competencies is 
the major driving factor. Other advantages for a firm 
include:

•	 Improved efficiency and operational 
performance;

•	 Productivity improvements;
•	 Access to expertise and superior competency;
•	 Operational cost control;
•	 Improved accountability;
•	 Shorter project delivery times;
•	 Opportunity to focus on core business concerns;
•	 Enhanced employment opportunities;
•	 Handling of miscellaneous jobs;
•	 Access to newer markets (in case offshoring);
•	 Benefits derived from the experience of the 

service provider; etc.
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Thus, business process outsourcing assists in 
increasing a company’s profits as well as shareholder 
value. Software companies are trying new avenues 
through business process outsourcing to increase 
their revenues. Outsourcing helps convert a fixed 
cost structure into a variable one and allows for 
more flexibility in handling of business related 
uncertainties.

Some of the major risk factors involved in outsourcing 
are:

•	 Service expectation mismatch;
•	 Lower than anticipated cost savings;
•	 Data theft;
•	 Intellectual property protection;
•	 Higher training costs;
•	 Monitoring costs;
•	 Compromising confidentiality;
•	 Loss of control;
•	 Information security;
•	 Customer dissatisfaction; etc.

In case of offshore outsourcing, cultural mismatch or 
language barrier can pose a great challenge. 

India and Outsourcing

India has been a pioneer in providing outsourcing 
solutions and has been providing a range of 
outsourcing services to countries across the globe. 
Combined revenue of the IT and IT Enabled Services 
(ITES) that includes Business Process Outsourcing 
(BPO) was USD 52 billion in the year 2007-08.

Inspite of severe financial and banking crisis affecting 
the world’s economic growth, many of the IT, BPO and 
KPO companies in India are maintaining good success 
record. With a huge market size, India’s outsourcing 
is still continuing to dominate the global outsourcing 
market. Though there are many competitors in the 
market like China, Malaysia, Philippines, etc., it is still 
the major player in the world in outsourcing due to 
its many advantageous factors. On the export front, 
revenue from ITES-BPO have shown a year-on-year 
growth of over 29.8 per cent (from 2006-07 to 2007-
08). Also, direct employment in Indian BPO grew 

from 216000 in year 2003-04 to 553000 in year 2006-
07. India has already registered its mark on the globe 
in IT-BPO sector. While, huge opportunities in KPO 
sector will help the Indian market climb the global 
value and knowledge chain.

At the Central level, the nodal agency responsible 
for the overall development of outsourcing and 
information technology (IT) industry has been 
the Department of Electronics and Information 
Technology,  Ministry of Communications and 
Information Technology.

Both at the Central and the State/ Union Territory 
(UT) level, several policy initiatives and measures are 
being undertaken to promote the sound growth of 
BPOs, IT and KPOs. The Department of Electronics 
and Information Technology, under the Ministry 
of Communications and Information Technology, 
is the central authority responsible for outsourcing 
industry. While, in States/ UTs, there are concerned 
‘Department of Electronics and Information 
Technology’. Besides, over 600 Multinational 
companies are known to be sourcing product 
development and engineering services from their 
centres in India. Thus, it is right to say that India is 
continuing to leverage its fundamental advantages 
of talent, cost, quality and early mover advantage/ 
experience to garner a large share of the growth 
in global sourcing of IT-BPO. Many other process 
outsourcing activities are also taking place in India 
like that of research, insurance, legal, etc.

Since its evolution, India’s outsourcing industry 
has been facing many challenges and restrictions, 
which affects the growth of BPO companies and 
their employees. In order to meet international 
quality standards, it is exhibiting new business 
models from time to time as well as spending more 
efforts and funds in training of its employees. The 
Indian BPO industry is well-aware that consistency 
is also important along with customer satisfaction, 
as it cannot take full benefits of the potentials only 
with advantages like lower costs and multi-lingual 
capabilities. Further, it can add value to its customers 
by proactively acquiring domain knowledge of its 
client’s business. Thus, the need of the hour is 
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to take some useful steps for sound and healthy 
development of BPOs/ KPOs in India.

Several steps have been taken by the Government, 
both at the Central and State level, towards better 
management of outsourcing activities in economy 
and to keep India’s position stable as hub of 
outsourcing on the global platform. Given this, some 
of the suggestions can be listed as follows:

•	 Develop the talent base by generating/ 
encouraging enough opportunities for technical 
knowledge.

•	 Design appropriate training programmes for 
BPO employees.

•	 Provide broad and essential hands-on 
experience.

•	 Improve choices and processes used by 
companies and make outsourcing easier by 
getting more and more organisations moving 
to the outsourced model.

•	 Follow proper code of ethics and procedures in 
recruitment of employees.

•	 Ensure proper control and quality management 
systems.

•	 Enactment of appropriate social security laws.
•	 Incorporate best practices on health and safety 

hazards.
•	 Develop sound work environment with proper 

safety of women at workplace.
•	 Follow better healthcare policy which involves 

regular health check-up of employees and this 
feature should be made compulsory.

•	 Develop time management and other strategies 
so as to encourage healthy lifestyle habits of 
BPO employees, like, having proper sleep, 
preventing fatigue and stress, etc.

Moreover, along with customer care and support 
services, other service lines should also be considered 
in broad manner, such as, of finance, human 
resource, legal procedure, content development, etc. 
Most importantly, there should be joint efforts by 
both public and private sectors to keep sustainable 
India’s advantages in outsourcing industry and 
explore all untapped areas. Increased innovation and 
technology adoption should be the guiding force.


