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Abstract 

The Indian IT industry has earned a reputation in the world in the form of developing world class 

software for banking sectors. The success of Indian IT industry has given birth to IT enabled 

services in the form of Business Process outsourcing also commonly known as BPO industry. 

Prior to the recession, BPO industry was the fastest growing industry in the world. This industry 

had revolutionized the world in the form of providing quality services with low input costs and 

high returns. The majority of the employees in the BPO sector are young, energetic and are able 

to work continuously at a very long stretch. Thus, managing the human resource in the Indian 

BPO industry becomes a challenge. 

This paper is thus at attempt to provide a detailed study on the dynamics of managing human 

resource workforce in the BPO industry by taking into account several key parameters which 

form the crux of the management practices. The design of the paper follows a structured 

approach. It starts off with providing an introduction to the working of human resources in the 

BPO industry gradually transcending to providing the concepts of the outsourcing. Once this is 

done, it moves on to more detailed concepts related to the objectives, the research methodology 

and the treatment of data and finally implications and conclusions. 
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Introduction 

Human resources may be defined as the total knowledge, skills, creative abilities, talents and 

aptitudes of an organization's workforce, as well as the values, attitudes, approaches and beliefs 

of the individuals involved in the affairs of the organization. It is the sum total or aggregate of 

inherent abilities, acquired knowledge and skills represented by the talents and aptitudes of the 

persons employed in the organization. The organizations always remained concerned about the 

human resource and tried to design different approaches for their well being.  The early part of 

the century saw a concern for improved efficiency through careful design of work. During the 

middle part of the century, emphasis shifted to the employee's productivity. Recent decades have 

focused on increased concern for the quality of working life, total quality management and 

worker's participation in management. These three phases may be termed as welfare, 

development and empowerment. Today, human Resource Management has come to be 

recognized as an inherent part of management, which is concerned with the human resources of 

an organization. Its objective is the maintenance of better human relations in the organization by 

the development, application and evaluation of policies, procedures and programmes relating to 

human resources to optimize their contribution towards the realization of organizational 

objectives. It helps diagnose the organizational and industrial problems in an organization. It 

helps maintain an active network with the key managers in an organization. It helps in managing 

performances of the employees with respect to the organizational goals. It helps in creating the 

right atmosphere in the organization for implementing change. 

Outsourcing: The Concept and its present state in India 

Outsourcing refers to the delegation of non-core operations from internal production to an 

external entity specialized in the management of that operation. Instead of being the jack of all 

trades, the smart organizations have now redefined the way of working and now aim at being the 

master of their core business. Outsourcing the non-core processes in order to concentrate on the 

core ones is how the companies prefer to work now. BPO has become the obvious strategic 

choice of the companies looking at the visible profits of cost reduction while improving the 

quality of service, increasing shareholder value etc. (Shah and Sharma 2006). Typically 

outsourced business segments include information technology, human resources, facilities and 
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real estate management, and accounting. Many companies also outsource customer support; 

manufacturing and engineering to market have also gained importance.  

According to the study conducted by NASSCOM and Everest India, Indian outsourcing industry 

is continuing its journey as the global leader in outsourcing market and 2012 is considered to be 

a landmark year for the industry. Despite the uncertainties popping up in the global outsourcing 

market owing to slow recovery of U.S economy from Wall Street crisis coupled with Euro crisis, 

Indian BPOs have maintained their growth. The industry continues to be a net employment 

generator - expected to add 230,000 jobs in FY2012, thus providing direct employment to about 

2.8 million, and indirectly employing 8.9 million people. Domestic BPO segment is expected to 

grow by 17 per cent in FY2012, to reach Rs 149 billion, driven by demand from voice-based 

(incl. local language) services and increasing adoption by both traditional and emerging verticals, 

including the government. Looking at the magnitude of the industry size (500+), the president of 

NASSCOM, Mr. Som Mittal announced in NASSCOM Strategy Summit 2012, New Delhi, that 

the acronym BPO, for Business Process Outsourcing, does not reflect the industry as it stands 

today, and hence forth, it will be replaced by the term BPM or Business Process Management. 

 It is, no doubt, one of the toughest tasks for an HR manager in this sector, to bridge the ever-

increasing demand and supply gap of professionals. He has to find the right kind of people who 

can keep pace with the unique work patterns in this industry. The sincerest concern for an HR 

manager in BPO industry in India is, however, the high attrition rate which is approximately 30-

35 percent at present. Adding to this is the issue of maintaining consistency in performance and 

keeping the motivation levels high, despite the monotonous work. 

Review of Literature: 

In order to understand both the concepts of attrition and human resource management, we need 

to study the literature in the light of both. 

Khan, Sami A. (1998) in his paper has tried to present the transformed face of Human Resource 

Management from Management development to development especially in the 21st century and 

the globalize world and concludes that the impact of the transformation of the HR function and 

processes should be measurable and HR programs have to be more answerable in short and long 
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term perspectives. While Satpathy, B (2002) studied the problem of finding out an alternative 

solutions to the work life equation based on Indian philosophy and Indian culture and develop a 

model called ‘Management By care’ to deal with such problems arising in Indian organizations, 

Seth, Satish (2004) explained that attracting and nurturing talent has become the single most 

dominant force and emphasized that talent can flourish only if the enabling social and physical 

infrastructure is in place. On one side, Punia, B. K.,  (2004) addresses the specific 

contemporary challenges of employee’s retention  and  empowerment  in  the  light  of  

organizational  changes  taking  place highlighting the fact that Indian organizations are finding 

it difficult to retain the talent and are resorting to newer strategies of empowerment to retain the 

best talent while on the other side Joshi, Rashmi (2008) explains that in view of the consequent 

attrition that is often a  major  setback  to  a  company  on  various  fronts,  the  practice  of  

rehiring  former employees  is  in fact  catching  on  to  recall  exceptional  talent,  especially  

when  the organizations face a severe shortage of trained, skilled personnel.  

While reviewing the literature available on attrition and employee retention in BPO industry, it has 

been observed that most researches in the HRM have addressed only specific problems related to 

its environmental analysis like challenges, growth and opportunities, the problem of attrition, the 

HRM systems, and issues of job stress, job satisfaction, individual performance etc. Researches 

carried out in the area of employee motivation, performance management and employee 

satisfaction have been done in the areas like education (Sharma and Jyoti 2008, Smerek and 

Peterson 2006), Pharma industry (C.H. Unnikrishnan 2008) consumer durable industry 

(Bhattacharya, Subhashish 2004), Petro-chemical industry (Patrick M Wright, Blaine Mccormick, 

Sherman, W. Scott and McMahan, Gary C. 1999), etc but BPO sector has not been explored to a 

great extent. Literature review has also shown how various researchers have identified very 

many reasons behind the escalating problem of attrition and how many of them have even 

suggested recommendations to control it (Misra 2007, Prakash and Chowdhary 2004, Joshi 

2004). Many researchers have also worked on various domains like the HRM systems and 

practices (Budhwar et al. 2006), job satisfaction (Sharma 2006, E-sat survey 2005), and burnout 

syndrome (Kanwar et al. 2008). However, no systematic and comprehensive work has been 

found that collaborates all the facets viz. retention, employee motivation, new industrial 

approach, leadership, talent management etc. to combat the most burning issue of the present 
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times i.e. attrition. A few of the research studies relevant to the issue are mentioned here. Ranjit 

Shastri (2004) writes that while the steady supply of new recruits has helped fuel the growth of 

call centers in India, attrition has held the industry back and a major cause of attrition is the poor 

people skills of team leaders and senior management. Niharika opines that continued high 

growth in an industry can be issues because it strains systems and governance processes that 

need time to mature and to be institutionalized. Indian BPO industry is currently facing the 

challenges arising out of its stupendous growth. Santoshi Sen Gupta and Aayushi Gupta (2008), 

study the challenges posed to BPO organizations at various levels and find that at the lower 

management level, the major challenges include meeting targets, dealing with customers and 

maintaining work life balance; at middle level management the major challenges are to motivate 

employees and handle attrition and absenteeism while at upper management level, clients’ 

demands, motivation, competition and costs are the major challenges. 

While studying the causes of high attrition rate, Aashu Calappa, VP-HR, ICICI OneSource, says 

that accountability puts employees under stress but companies are now making efforts to help 

their employees cope with stress because it is an occupational hazard. Prashant Chawla, COO, 

Integreon, a Mumbai-based KPO (2006), says that there are three types of stress an employee 

may experience — tight deadlines, repetitive nature of the job and late night shifts. Anupama 

D.Raina, (2006) mentions main reasons for attrition are: health problems (43% respondents), 

physical strain, no time for personal life, long working hours, odd shifts (42.35% respondents), 

long transit time, insufficient leaves and slow growth, digestive problems (37% respondents) etc. 

Prof. M.Scalem & Adarsh Ravindranathan, (2006) evaluate that major factors leading to high 

attrition rate are: Poaching, hiring policies and HR systems, Monotony of the job, lack of career 

movement and growth aspirations and nature of training.  R.Raman (2006) mentioned reasons 

for Drag Attrition as insecurities, vulnerabilities, very few chances of promotion, no scope for 

skill up gradation, stress, chronic fatigue, health problems, loss of personal life etc. whereas for 

Drive Attrition are employer’s policy, policy for terminating the employee, no entitlement for 

national holidays. Ramiya.bhas (2008) tries to find out the reasons for employee attrition other 

than compensation or salary and accordingly one of the top reasons for talent attrition is 

“external equity of compensation”.  
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According to McKinsey & Co., the industry leaders who are setting best practices in human 

resource management and retention actually pay less than the laggards and are leveraging 

effective people management practices rather than higher compensation to keep their teams 

intact. This is especially true in case of large players; where they continue to employ 2,000 

personnel every quarter–to bring down the sourcing cost effectively. The BPO companies have 

tied-up with colleges to train the talent while they are doing their college degree. This has proved 

to be an effective model for cost reduction as well as manpower retention. Mr Anupam Prakash 

(2005) recommended a change in the workforce profile through a change in the education 

system. Mr Dan Sandhu, CEO, Vertex India (2005), felt attrition in BPOs was not 'the problem' 

but the output of other problems in a company. He emphasizes the importance of bringing 

change in the candidate's attitude to match the company's value structure. Girish Suryavanshi, 

Associate VP, Mphasis (2006) said that though India is still a preferred outsourcing destination, 

there is a need to improve infrastructure growth in the cities where BPOs have a large presence.  

Another interesting thing that emerged from prior researches is that reducing attrition may not 

always mean increasing retention. Attrition may reduce if the negative characteristics of the job 

are taken care of. However, that does not mean employees increase their willingness to stay in 

the same organization. Thus, different set of factors emerged for attrition and retention 

respectively. There is a dire need of tackling the problem of attrition in the BPO industry of India 

and for this various HR practices need to be implemented simultaneously. 

Significance of the Study: 

In the light of above stated facts, the relevance and significance of current research paper is 

enhanced as its findings will help HR managers of BPO sector who continuously strive to 

maintain balance between the demand and supply of competent and suitable employees for their 

organizations. In order to understand the cause behind this rat race, it is necessary to understand 

the major challenges HR managers face due to competitive environment and their direct or 

indirect impact on the rate of attrition in the industry. 

Research Objective : 

 To  highlight the challenges in respect to HRM practices in BPO sector  
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 To identify the relationship among different identified challenges 

 To analyze the nature of relationship between HRM challenges and the size of the 

organizations 

 To analyze the nature of relationship between HRM challenges and the duration of being 

in the business 

Research Methodology:  

The study is based on the primary data collected by way of administering a structured 

questionnaire to the HRM practitioners of various domestic BPO organizations in Delhi and 

NCR regions. Some of the BPO organization where the data has been collected include Genpact, 

EXL and  IBM. While collecting the data, the practitioners approached were of all ranks and all 

departments of HRM: recruitment, training, salary administration, strategy management etc. The 

questionnaire was sent to 75 practitioners but the usable responses received were only 50 

resulting into a response rate of about 66  percent.  

 

Data Analysis: 

Table 1 shows the percentage of responses of HR managers of domestic BPO industry in relation 

to the ten HR Challenges. 

Table 1 : Percentage of responses in relation to the ten challenges on five point scale. 

Challenges/ responses Very high High Neutral Low Very low 

Performance management 8 (16%) 11 (22%) 17 (34%) 10 (20%) 4 (8%) 

Work life balance 7 (14%) 12 (24%) 15 (30%) 8 (16%) 8 (16%) 

Changing employee expectation 8 (16%) 9 (18%) 13 (26%) 19 (38%) 1 (2%) 

New industrial approach 12 (24%) 9 (18%) 9 (18%) 16 (32%) 4 (8%) 

Compensation 00 16 (32%) 11 (22%) 16 (32%) 7 (14%) 

Succession planning 4 (8%) 7 (14%) 19 (38%) 13 (26%) 7 (14%) 

Leadership 12 (24%) 5 (10%) 17 (34%) 5 (10%) 11 (22%) 

Talent management 6 (12%) 14(28%) 17 (34%) 3 (6%) 10 (20%) 

Interpersonal relationship 5 (10%) 18 (36%) 12 (24%) 9 (18%) 6 (12%) 

Attrition 6 (12%) 12 (24%) 3 (6%) 18 (36%) 11 (22%) 
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It has been observed that 38% respondents think that performance management is a challenge of 

high order out of which 14% categorize it of very high order while 16 % think it is not a 

challenge at all. 

 

Work life balance is considered neither a very high order challenge nor a very low order 

challenge. While 34% of the respondents remained neutral on the issue, 38% think that it is a 

challenge not of high order. 

 

Changing employee expectations is a low order challenge as per the responses given by HR 

professionals of  domestic BPO sector. 40% of the total respondents think it a low order 

challenge while 26% of them remained neutral on the issue. 

 

New industrial approach seems to be a challenge good enough for the HR professionals of 

domestic BPO sector. 42% of the total respondents ranked it as a high order challenge while 18% 

remained neutral on the issue. 

 

Compensation is not ranked as a very high order challenge. 32% of the respondents feel that it is 

a challenge of high order while 46% of the respondents treat it as a low order challenge. 

 

On the issue of Succession planning, majority of the professionals do not think it either a high 

order challenge or a low order challenge. 38% of the professionals have remained neutral  while 

only 8% of the professional have considered it a challenge of high order and  14% of them 

consider it as a low order challenge. 

 

Dealing with the challenge of leadership, the majority of professionals treat it a challenge of high 

order (40%) and equal no think it neither of high order nor of low order (34%) while 20% 

perceive it as a low order challenge. 

 



- 9 - 

Talent management is considered neither a high order challenge nor a low order challenge. The 

almost even distribution of the percentage across the range explains this point of view of HR 

professionals of BPO sector in India. The only significant number (34%) is of those who neither 

take it as high order nor low order challenge as they remained neutral on the issue. 

 

Majority (46%)  of HR professionals of domestic  BPO sector in India think the challenge of 

dealing with challenge of high order and  only 12%  think it as a challenge of very low order.  

Attrition, which is the most talked about challenge in HR circles these days is viewed differently 

by HR managers of domestic BPOs. Overall figures show that more than 50% think it as a 

challenge of either low order or of very low order (58%) while only 36% treat it as a very high 

order challenge or a high order challenge. 

 

Table 2: Overall Mean and S. D. of Various Challenges of Domestic BPOs 

 

On tabulating the overall mean score of all the ten challenges, it is observed that work life 

balance and new industrial approach are the challenges of highest order, I.e. the HR managers of 

domestic BPOs perceive that helping the employees to manage the work life balance and 

following the guidelines of new industrial policies are the most challenging areas. On the other 

Challenges/responses Mean Rank  

Standard 

deviation 

Performance management 2.96 5 1.277 

Work life balance 2.82 1 1.173 

Changing employee expectation 2.92 3 1.140 

New industrial approach 2.82 1 1.135 

Compensation 3.28 7 1.070 

Succession planning 3.24 6 1.117 

Leadership 2.94 4 1.284 

Talent management 2.96 5 1.442 

Interpersonal relationship 2.86 2 1.196 

Attrition 3.32 8 1.377 
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side, the most talked about challenge in all industries, i.e. attrition is not perceived as a challenge 

of high order as it gets lowest rank in the perception of HR managers of domestic BPOs.  

 

Table 3: Mean scores of Perception of HR managers of Ten Challenges in relation to Number of 

years in Business 

 

Challenges/responses 1-10 years  11-20 years T-value Significance 

Performance management 2.79 2.91 -0.253 0.804 

Work life balance 2.92 3.09 -0.35 0.731 

Changing employee expectation 3.03 2.55 1.033 0.32 

New industrial approach 3.21 3.55 -0.953 0.354 

Compensation 2.95 2.36 1.533 0.14 

Succession planning 3.18 3.45 -0.969 0.341 

Leadership 3.13 2.27 2.694 0.012* 

Talent management 2.87 3.27 -0.853 0.405 

Interpersonal relationship 3.18 3.82 -1.698 0.103 

Attrition 2.82 3 -0.372 0.715 

Source: Primary data 

*significant at 95% level (p 0.05). 

 

When t-test was performed to study the perception of HR managers working in domestic BPOs 

in relation to their length of existence in business with challenges, it has been observed that the 

difference in means is significant for only one challenge out of ten challenges i.e. leadership. 

This significance highlights the importance of effective leadership and helps to understand that 

the length of being in business is directly related to the  result oriented leadership. 

Table 4 : Mean scores of the perception of Ten Challenges in relation to Size of Organization 
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Challenges/ responses Small Medium Large F-value Significance 

Performance management 3.00 2.13 2.75 1.886 .163 

Work life balance 3.06 2.88 2.63 .385 .683 

Changing employee expectation 3.24 2.38 2.13 4.806 .013* 

New industrial approach 2.94 2.63 2.50 .445 .644 

Compensation 3.32 2.88 3.50 .763 .472 

Succession planning 3.15 2.50 2.50 1.404 .256 

Leadership 3.26 2.88 3.50 .643 .530 

Talent management 3.12 2.13 3.13 1.638 .205 

Interpersonal relationship 3.76 2.13 2.63 7.297 .002* 

Attrition 3.00 2.38 2.75 .923 .405 

Source: Primary data 

*significant at 95% level (p 0.05). 

When f-test was performed to study the perception of HR managers working in domestic BPOs 

in relation to the challenges w.r.t to the size of the organization, it has been observed that the 

difference in means is significant for two challenges out of ten challenges. The changing 

employee expectations and attrition show significant difference. Where HR managers of small 

and medium size domestic BPOs find the challenge of  changing employee expectation different 

as compared to the managers of large size domestic BPOs, attrition is perceived differently by 

HR managers of small and large size organizations as compared to HR managers of  medium 

size domestic organizations.  

Findings and Implications of the study 

From the above discussions, it is evident that when it comes to knowledge based industry the 

management of the human resources becomes a challenging task and complex task especially in 

this hyper competitive and complex world where the forces of recession, forces of technological 

advancements and the forces of competitions are  growing at leaps and bounds.  In such a 

scenario, where the demand is more than the supply, the HR unit is concerned with the herculean 

task of managing the balancing the wheel between the attrition and the retention of the crucial 
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talent, meeting the demands of the business and the organization as well as meeting the personal 

goals of the staff members .  

It is observed that the challenges pose equal threat to the HR Managers whether they are from 

small, medium or large organizations but there is slight variation in the perception of HR 

managers on changing employee expectations and attrition in relation to the size of the 

organization. Another observation is that  leadership is an important, crucial but key factor for 

the survival of the organizations in this competitive world and providing effective leadership is a 

challenge for HR managers in domestic BPO industry. 

Conclusion and Managerial Implications:  

As per the data analysis, it is believed that the challenges can turn out to be a real dampener in 

the growth of this industry if they are improperly addressed. The study helps the HR practitioners 

in BPO sector to get insight into the relationship between important HR challenges and their 

relationship with the most important issue i.e. its existence in the competitive environment so 

that they are able to do something about it. It also would be helpful for the HR practitioners to 

focus on the right cause and to get insight to choose the right practice to manage this challenge. 

HR managers need to put in efforts on the development of their employees, building new and 

innovative retention and motivational schemes (which was more money oriented so far) and 

making the environment challenging by providing effective leadership  so that the employees  

get motivated while working in this environment. 

Limitations of the study: 

Though the author has tried to cover most of the crucial parameters, however, when it comes to 

the question of demand and supply in the BPO sector, several parameters which indirectly pose 

challenge to HR practitioners such as workforce environment, career development of the staff 

members etc. have not been addressed or taken into account. The study has been conducted by 

keeping the employee as the focal point. However, if the HR policies, the HR goals and 

objectives would have been taken into account , this study would have given more holistic view 

of the BPO industry. 
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