Team Lease Employment Outlook Report:
HY Special (Oct’13- Mar’14)

A comprehensive and in-depth analysis of Employment and Business Outlook for the forthcoming half
year; includes statistics for 8 cities and 8 sectors, literature review insights and depth-survey findings.
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http://be-in-touch.com/

Preface

The TeamlLease Employment Outlook Report is a forward looking tool
for human resource policy and decision makers, reflecting business
sentiment for hiring across cities and sectors. This report carries a
snapshot of business hiring sentiment for the immediate next six
months with survey and analysis being carried out during the
preceding 3 months.

The Employment Outlook Survey spans eight industry sectors and
eight cities across India. The survey covers small, medium and large
companies across these sectors, studies attrition and employment
trends, and gleans information on hiring sentiments, all this covering
different locations, hierarchical levels and functional areas.

The current edition of the Employment Outlook Report attempts to
study the business and hiring sentiment in the IT sector
through a rigorous secondary research exercise. In addition to this, we
have set out to invite thoughts on hiring and talent retention from
respondents that go beyond hiring and business sentiment inputs we
usually solicit from them.

With the most critical drivers that influence hiring being tracked
continually, the Employment Outlook Report is the only one of its kind
seeking to deliver high impact hiring decision support to its
stakeholders — Business & HR heads, Senior Management as well as
industry policy makers.

Literature
Research &
Depth Survey
insights

This edition of the Team
Lease Employment
Outlook Survey report
carries: a literature
research section that
attempts to study the
business and hiring
sentiment in the IT
sector,

through a rigorous
secondary research
exercise; and a depth
survey that compiles
thoughts related to hiring
and talent retention
which respondents have
shared with us in addition
to the outlook for

business and hiring.
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Executive Summary

e Following a half year of positive growth in the employment and business outlook indices, the
employer sentiment on hiring seems to be sobering down as the Net Employment Outlook
reduces by 3 points in the upcoming half year (Oct-Mar 2014). Despite this bearish outlook, the
recent fiscal policy revisions by the central government along with the upcoming 2014 elections
have contributed towards the steadfast business sentiment and the Net Business Outlook sees
a boost of 3 points in the forthcoming half year.

e Infrastructure (+8 points), Retail (+6 points) and Healthcare/Pharma (+4 points) drive the
business outlook this coming half-year. However, Manufacturing/Engineering has pressed the
panic button with a substantial drop of 4 and 5 points in the Employment and Business
sentiments. Meanwhile, IT suffers as there is a 6 point significant dip in the Employment
Outlook and a 2 point marginal reduction in the Business Outlook.

e Sliced by cities, Ahmedabad (+6 and +7 points) and Bangalore (+5 and +4 points) lead a charge
of positive growth in both Employment and Business Outlook indices. This degree of optimism
amongst corporates is due to dynamic state governments of Gujarat and Karnataka in hyper-
drive during the recent elections that took place in mid-2013. Pune loses badly as the
Employment and Business sentiments go down by 4 and 5 points respectively. Other laggards
include Chennai (3 and 4 point drop) and Kolkata (3 and 2 point drop) in Employment and
Business Outlook indices.

e The Hiring Intent measures do not vary appreciably by location, but see some pattern variation
in terms of hierarchies and functional areas. The coming half year also sees Middle level
positions (+4 points), stealing the limelight- a trend witnessed in the previous half year.
Engineering (+5 points), continues its dream run and is the top most sought after function in
terms of Hiring Intent. Sales/Marketing/Customer Service (+2) and Administration/HR/Office
Service (+1) follow suit, however, with an incremental growth. IT witnesses a drop of 3 points
and is at the bottom of the list.

e Literature review on the IT sector points to a highly optimistic business sentiment as the sector
exports are projected to grow at a significant rate during the current fiscal and new
technologies such as Social Media, Mobility, Analytics & Cloud Computing acting as drivers of
revenue growth. However, with factors such as backlog in the previous fiscal, high bench
strength, rising expectation on the quality of talent and automation of jobs, hiring intent is
projected to be low. Most importantly, the sector is seeing a major shift as ‘Non-Linear Growth’
models are being increasingly adopted across several organizations.

e <Indepth Survey findings>
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Project Objectives

The Employment Outlook Report aims at —

® Providing forward looking estimates of hiring sentiment and thus enabling its users
with a tool to make effective hiring / people decisions for the immediate next
quarter / half year.

® Providing *Hiring Sentiment Intelligence* for different industry sectors, business
sizes and geographies, as well as across hierarchical levels and functional areas.

Index Definitions

e Employment Outlook Index: The Employment Outlook Index is computed as the
difference in the proportion of respondents who report an increase in hiring needs
and those who report a decline in hiring needs over the next three / six months.

e Business Outlook Index: The Business Outlook Index is computed by subtracting the
percentage respondents who say business in the next three / six months is likely to
decrease from the percentage who say it will increase.

Team Lease Employment Outlook Report: HY Special (Oct’13- Mar’14)




4. Insights: Literature Review

| 4.1 IT:Business and Hiring sentiment
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Team Lease Employment Outlook Report: HY Special (Oct’13- Mar’14)

This section is aimed at a scientific understanding of the business and hiring
sentiments in the IT sector during the current fiscal. While this is the main objective
of this study, ‘Non-Linear growth’- a business model that that is gaining popularity
amongst several players in this sector is also briefly studied.

The multibillion dollar tech sector is characterized by strong indicators of business
growth in the current fiscal. According to NASSCOM, a premier industry body, during
fiscal 2014, IT-BPM industry exports are projected to grow at a significant rate of 12-
14 percent. On the other hand, domestic exports are expected to post a growth rate
of 13-15 percent. Overall, the industry is likely to add revenues of USD 12-15 billion.

Promising technologies such as Social media, Mobility, Analytics and Cloud
computing (SMAC) are some of the drivers that would fuel the revenue growth in
this sector during the current fiscal, reveals a study conducted by
Pricewaterhousecoopers. Further, it also points out that during 2012, the combined
revenues of Indian software export firms was USD 7.97 billion. As a result, this has
lead India occupying fifth rank among 100 emerging markets in terms of revenues.

As per Zinnov management consulting, Indian companies are increasing their
adoption of technologies. Hence, the USD 30 billion domestic IT market holds a huge
potential and is forecasted to grow at a rate of 15-18 percent in 2013. Similarly,
Gartner Inc has predicted a growth rate of 12 percent in the domestic IT services
market during the current fiscal.



Businesses across this sector are expected to downshift hiring in the current fiscal as
indicated by NASSCOM and Industry experts. NASSCOM estimates that 1.3 lakh jobs
would be created during the current fiscal. This is thirty percent lower than the 1.8
lakh jobs created in the last fiscal. The dip is primarily due to a backlog in the
previous fiscal, which witnessed a large scale recruitment drive.

Experts opine that with bloated bench strength in several companies, the hiring
intent is expected to be low in the current fiscal. Moreover, the industry is shifting
away from being a mass hirer of technical talent. There is a rise in expectation on
the quality of talent amongst employers. Also, most of the jobs would get
automated. Hence, employees need to keep pace with rapidly changing industry
needs and must stay ahead of the learning curve.

Over the last couple of years, the IT sector has experienced non-linear growth- a
model that delinks revenue growth from headcount growth. In simple terms, it
means expanding revenues and at the same time shrinking employee base. Figures
from NASSCOM claim that during the last three years, the sector had witnessed a
annual revenue growth of 14 percent with merely 9 percent yearly increase in
headcount.

Non-linearity trend implies that service providers are implementing measures to
increase automation by using templates and reusable codes. Thus, there is a lower
demand for deploying larger number of people on projects.

The sector is experiencing a transition by shifting from Linear pricing models towards
Non Linear pricing models. The former includes Time and Material and Fixed Price
models that are based on headcount and effort spent. While the latter includes
Outcome based pricing, which links client’s expenses to their business outcomes or
usage.

Team Lease Employment Outlook Report: HY Special (Oct’13- Mar’14)




Some examples of non linear pricing models and their impact on hiring patterns
across organisations are detailed below:

1. TCS follows outcome based pricing across most of its engagements in its USD
500 million insurance division. According to an expert in the company, the
non-linear model also requires more manpower but not in huge numbers as
compared to the past. Yet it still leads to higher productivity (revenue
generation). On the hiring front, the company anticipates only 45000 people
to be added during the current fiscal as compared to 60000 in the last fiscal.

2. Infosys is building IP-driven software products and platforms through a
dedicated practice. In terms of headcount and revenues, during 2012-13 the
company added less than 7000 engineers and revenue growth was 19%. On
the other hand, during 2011-12, there were 19000 employees added and
sales grew by 23%.
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Main drivers of Hiring

Root causes of attrition; and the reasons for attrition this present quarter

Talent retention strategy and steps to retain top talent

What makes employers prefer specific tier-2 and tier-3 locations to hire in
significant numbers
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6. Employment Outlook

16.1 Net Employment Outlook
6.2 Net Employment Outlook Growth — by sector
6.3 Net Employment Outlook Growth — by city
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6.1 Net Employment Outlook

Following a half year, that saw a significant growth in the employment sentiment,
the ‘Net Employment Outlook’, declines by three percentage points in the half year
beginning October 2013. The ‘Net Employment Outlook’ is the difference in the
proportion of respondents reporting an increase in hiring needs and those reporting
a decline for the half year period in question.

Half Period (Figures in percentage)

Year Increase | Decrease | No Change | Net Employment
Outlook

HY 2 Oct-Mar 2014 83 7 10 +76

During the forthcoming half year, there is a marginal increase in the proportion of
respondents reporting a decrease in hiring needs.

[Shaded cells have significant increases (gray) /decreases (red) in Index.]
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6.2 Net Employment Outlook Growth — by sector

Tech industry leads the downtrend in hiring sentiment, with the index for IT
experiencing a steep drop of 6 percentage points. However, ITES sees a marginal dip
of 2 percentage points. Along with IT, Manufacturing and Engineering is also in the
red with a significant decrease of 4 percentage points.

(Figures in Percentage)

Half Yeér

Sector
Net Increase /
Decrease
IT -6
ITES -2
Financial Services [FS] 64 63 +1

Infrastructure [INF] +5
Manufacturing & Engineering a
[M&E]

Telecom [TEL] 80 80 NC

Healthcare &Pharma [H&P] 77 ‘-‘ +2

Retail & FMCG along with Infrastructure see the biggest jump in sentiment as the
index values shoot up by 6 and 5 points respectively. Telecom remains flat, while
Healthcare/Pharma and Financial Services observe an incremental growth of 2 and 1
points respectively.
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6.3 Net Employment Outlook Growth — by city

With a substantial increase of 6 and 5 percentage points respectively, Ahmedabad
and Bangalore deliver growth for the index in the upcoming half year.

(Figures in Percentage)

Half Year

Net Increase / Decrease

Ahmedabad [Ahd] -‘ 72 +6

Delhi and Hyderabad record a marginal growth of 2 and 3 points respectively. On the
other hand, Pune puts up a relatively poor show as its index has come down
significantly by 4 percentage points. Kolkata and Chennai also see their indices going
down by 3 points each during the forthcoming half year. Mumbai is the only city that
sees no change in its sentiment.

s

L HY2 HY1

= N

o Mumbai [Mum] 70 - NC
o Delhi [Del] 68 66 2
g Bangalore [BIr] -‘ +5
m —_—

= Kolkata [Kol] 58 3
g Chennai [Chn] 62 65 -3
o

3 Hyderabad [Hyd] 62 59 +3
-

€

3

o

£

w

(]

§

£

]

l_

]




 \
~
—
| —

(YT 41BN -ET,390) |e192dS AH :3M0day oojInO JuswAojdw3] aseaq] wes|

HY 1
78
72
62
Hyd Ahd

71

67
Pun

65

mHY 2

62

58 ‘|
Chn

Kol

55

82
77
66
Blr

68
Del

70 70
Mum

90 -
80 -
70 -
60 -
50 -
40 -
30 -
20 -
10 -
0 -




7. Business Outlook

17.1 Net Business Outlook
7.2 Net Business Outlook Growth — by sector
7.3 Net Business Outlook Growth — by city
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7.1 Net Business Outlook

There is a three percentage point increase in the ‘Net Business Outlook’, a trend that
replicates from the previous half year. That the Outlook is slowly but steadily
incrementing is good news.

Half Period (Figures in percentage)

Year Increase | Decrease | No Change Net Business
Outlook

HY 2 Oct-Mar 2014 82 5 13 +77

The proportion of respondents indicating a ‘decrease’ in business sentiment has
dropped by 2 percentage points.

[Shaded cells have significant increases (gray) /decreases (red) in Index.]
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7.2 Net Business Outlook Growth — by sector

With six out of eight sectors displaying a growth in the business sentiment, the
trends are positive and handsome. Infrastructure, Retail & FMCG and Healthcare &
Pharma post a significant growth of 8, 6 and 4 points in their indices respectively.
Telecom, ITES and Financial Services witness a marginal growth of 2 points each in
their indices.

(Figures in Percentage)

Sector Half Year Ne:) ‘:rci::‘::::e /
HY2 HY1
T | m 74 2
ITES 75 +2
Financial Services [FS] 62 +2
Retail & FMCG [R&F] +6
Infrastructure [INF] +8
Manufacturing & Engineering [M&E] -5
Telecom [TEL] ‘ 61 ‘ 59 +2
Healthcare &Pharma [H&P] i‘- +4

Manufacturing & Engineering loses badly with a drop of 5 percentage points in its
index value. Further, IT also experiences a slight dip of 2 points in its index.
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7.3 Net Business Outlook Growth — by city

Cities witness a mixed business sentiment in the forthcoming half year. Half of them
post a positive growth while the other halves register a negative growth. Three
cities- Ahmedabad, Bangalore and Mumbai display huge increments of 7, 4 and 4
points in their indices respectively. Meanwhile, Hyderabad records a marginal
growth of 2 points.

(Figures in Percentage)
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Bangalore [Blr] +4 é.
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=
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)

Hyderabad [Hyd] ‘ 74 ‘ 72 +2 E-
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Pune and Chennai suffer the biggest losses, as their indices drop by 5 and 4 points
respectively. While,Delhi sees a marginal decrease of 1 point in its index.
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8. Hiring Intent

I 8.1 Hiring Intent by Geography
8.2 Hiring Intent by Hierarchy
8.3 Hiring Intent by Functional Area
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8.1 Hiring Intent by geography

Hiring Intent trends are incremental in nature across geographies. Metros see a
marginal growth of one point. After displaying a significant growth of 4 points in the
previous half year, hiring across Tier-ll cities is expected to be stagnant in the

5 upcoming half year. Tier-1ll towns record a slight decrease of one point in their hiring
& intent.
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8.2 Hiring Intent by Hierarchy

Like the previous half year, there is a clear upward trend in hiring the middle level
talent during the forthcoming half year. Senior levels see an incremental increase of
1 point. After experiencing a substantial growth of 4 points in the previous half year,
hiring intent across Junior levels decreases marginally by 1 point. Similarly, Entry
levels also witness a decrease of 1 point in the upcoming half year.

(Figures in percentage)
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8.3 Hiring Intent by Functional Area

Engineering function continues its dream run as there is a significant increase of 5
points in its hiring intent during the upcoming half year. Sales/Marketing/Customer
Service follows, although with a slight increase of 2 points. With a negative
employment and business sentiment in the IT industry, the hiring intent across IT
functions declines by 3 points during the forthcoming half year. The rest of the
functional areas see marginal change in their hiring intents.

(Figures in percentage)
Half year Net Increase/
Functional Area Decrease
HY2 | HY1

Sales / Marketing / Customer Service [SMC(] 87 85 +2
IT 29 32 -3
Engineering [ENG] - +5
Accounts / Finance [A&F] 10 10 NC
Administration / HR / Office Service [AHO] 12 11 +1
Blue Collar [BC]* 46 - -1
Other 4 5 -1
Not hiring 8 7 +1

*Previously included under ‘Others’
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9. Other Trends

| 9.1 Employment Outlook Index — city-sector drilldown
9.2 Business Outlook Index — city-sector drilldown
9.3 Attrition trends by sector
9.4 Attrition trends by city
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9.1 Employment Outlook Index — city-sector drilldown

City Quarter | Total Sector
IT ITeS FS RMF INF M&E TEL H&P

HY2 70 8 6 14 15 8 5 5 9

Mum HY1 70 10 8 13 12 5 7 6 9
HY2 68 4 4 15 17 8 5 8 7

Del HY1 66 5 5 13 14 5 7 9 8
HY2 82 5 7 10 - 7 9 15 16

Bir HY1 77 8 10 8 9 5 11 13 13
HY2 55 3 3 12 9 8 4 3 13
Kol HY1 58 4 5 11 8 6 6 3 15
HY2 62 5 5 8 13 10 4 6 11
Chn HY1 65 7 7 8 11 8 7 5 12
HY2 67 4 9 7 9 10 11 8 9
Pun HY1 71 6 12 5 6 11 10 10 11

=
i
\L
©
=
)
i
e
O
=
I
O
(<))
Q.
(%}
>
T
-
—
[®]
Q.
()
o
=z
o
o
res)
>
o
+—
c
()
S
>
o
Q.
S
w
Q
0
@©
Q
—
S
©
(V)
[t

—
w
w

—




<
i
\L
©
=
I
i
P
O
=
©
(8]
(<]
Q
(%]
>
I
o
_
o
Qo
(<]
o
S
o
o
=
=}
©]
-
c
(]
S
>
o
o
S
(1N)
(<]
)
©
(]
=
S
©
()
'_

—
(O8]
S

| —

HY2 62 3 9 12 9 5 9 7 8
Hyd HY1 59 3 10 9 7 4 11 6 9
HY2 78 3 4 20 9 7 11 12 12
Ahd HY1 72 4 4 18 7 4 12 10 13
9.2 Business Outlook Index — city-sector drilldown
City Quarter | Total Sector
IT ITeS FS RMF INF M&E TEL H&P
HY2 75 3 5 11 - 19 9 7 10
Mum HY1 71 5 4 10 7 18 10 6 11
HY2 55 3 5 9 11 7 4 7 9
Del HY1 56 3 4 8 10 7 6 8 10
HY2 82 7 3 13 12 9 16 9
Blr HY1 78 9 4 11 10 9 12 15 8
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9.3 Attrition Trends - by city

The gradual downward trending in both half-yearly and annual attrition is witnessed
across Mumbai, Delhi, Kolkata, Chennai and Pune. This is primarily due to a dip in
the overall employment outlook. Bangalore, Hyderabad and Ahmedabad are the
only ones that see a marginal increase in their half-yearly and annual attrition rates.
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Attrition Trends - by sector

Attrition rates incrementally decrease for most sectors this half year and so do
annual attrition rates. This is observed across Manufacturing/Engineering, Financial
Services, IT, ITES and Telecom. On the other hand, a marginal rise in both half-yearly
and annual attrition rates are noticed across Retail/FMCG, Infrastructure and
Healthcare/Pharmaceuticals.
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Team Lease Employment Outlook Report: HY Special (Oct’13- Mar’14)

JAnnexure

Research Methodology

The Employment Outlook Survey follows a rigorous and statistically validated
process as detailed below.

10.1 Sample Design

Random sampling technique was used to identify respondents for the survey. Data
sources used to collect contact data were:

1. Kompass directory for small, medium and large sized companies in the
private sector. To ensure continuity with the baseline measurement, the
core random sample was drawn from this database.

2. NASSCOM database for IT companies
3. Companies registered with bpo.india.org in the case of ITES and
4. Financial companies registered with the Bombay Stock Exchange (BSE).

10.2 Respondent Selection

Target respondents for the study were Business & HR Heads as well as Senior
Managers with hiring mandates. The databases offered a contact name for each
company listed. Interviewers called into each of these companies and obtained the
names of the appropriate individuals who were responsible for hiring decisions.

10.3 Data Collection

The survey instrument was then administered to the target respondents using the
CATI (Computer Aided Telephonic Interview) methodology. Appropriate computer
software was used for data collection and tabulation. Please refer the following
section named ‘Sample Distribution’ for details on city and business size-wise
breakup of the sample.

10.4 Secondary Data Sources:

Navhindtimes
Business Standard

1. Economic Times
2. NASSCOM

3. ZDNet

4. Times of India
5. Live mint

6.

7.




11. Sample Distribution

11.1 City-wise breakup

Sectors Mumbai Delhi Bangalore Kolkata Chennai Pune Hyderabad Ahmedabad

/ City

M&E 6 5 10 10 10 10 9 8 68
R&F 10 10 9 9 11 11 10 8 78 g
©
FS 11 10 12 7 9 11 10 5 75 =
on
Sy
IT 10 10 9 12 10 10 10 10 81 i3]
o
ITes 9 11 10 10 12 10 10 9 81 &
Z
INF 10 9 10 10 10 10 11 10 80 >
T
TEL 8 8 9 10 8 11 11 6 71 5
Q.
(]
H&P 10 10 10 10 10 10 9 11 80 %
O
Total 74 73 79 78 80 83 80 67 614 g
c
()
g
3
11.2 Business Size Breakup Tgl
wl
Small Medium Large &
[Up to 249 employees] [250 — 999 employees] [1,000 or more employees] §
Mumbai 11 50 13 &
@©
()]
Delhi 11 52 10 =
Bangalore 14 52 13
Kolkata 14 50 14
Chennai 15 48 17
Pune 12 55 16
Hyderabad 12 52 16
Ahmedabad 13 42 12 [ L ]




12. Reasons for Attrition — the employer perspective

12.1 By City
H For better salary M For better career prospects
Because of a wrong fit M For a better / bigger company profile
M Job location Conflict with management
B Other (specify)
38
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12.2 By Sector

M For better salary For better career prospects
Because of a wrong fit M For a better / bigger company profile
M Job location B Conflict with management
25 - H Other (specify)
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