
India's Turnover Troubles 
Would you quit your job with a rapidly growing company that 
promised you double-digit annual salary increases, told you to be 
your own CEO, and gave you a free country club membership for you 
and your family with access to a gym, pool, golf, basketball course 
and exotic zoo with peacocks? 

We should all be so lucky. 

But Hyderabad's Satyam Computer Services (NYSE: SAY) is suffering 
15% annual attrition across its workforce and 4% attrition among 
the 2,000 core leaders it has deemed "keepers." What's the problem? 
Your guess is as good as mine -- and theirs. 

Baby come back 

That's not to say Satyam is 
ignoring the problem. Alongside 
the weakening dollar, turnover 
is the main challenge facing 
this $8 billion IT outsourcing 
up-and-comer. Satyam knows it, 
the analysts know it, and 
perhaps the problem is that the 
employees know it, too. 

So Satyam has set out to fix 
the problem -- and fast. The 
company replaced the word 
"employee" with "associate," 
hired an expert from Booz Allen 

Hamilton (and moved him to Hyderabad), incorporated happiness 
indexes, acronyms, handbooks, and buzzwords into daily company 
life, constructed a Leadership Center for employee training, and 
poached every best practice from "role models" IBM (NYSE: IBM) and 
Accenture (NYSE: ACN). 

And while retention rates are improving, the problem persists. 

It's a scatter shot approach. And that's OK if the company was in a 
test and learn phase. But Satyam is beyond that. It has recognized 
the problem and is devoting significant resources to solve it. The 
fact that the company hasn't had the type of success it had hoped 
for tells me that it hasn't found the one lever it can pull to have 
a significant positive impact. 
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Of course, a few years ago, it 
was thought retention wouldn't 
be an issue for these 
companies. India is producing a 
mind-boggling 400,000 
engineering graduates each 
year. Anyone who left could 
simply be replaced. 

It's not that simple. 

According to A.S. Murty, 
Satyam's senior vice president 
of leadership development, 
80% -- or 320,000 -- of those 

graduates are unemployable. That's right: unemployable. 

That math from there gets downright frightening for Satyam. We've 
heard during our travels that the top 2% or so of graduates -- 
let's say 8,000 -- don't want to work in outsourcing because it's 
not intellectually stimulating. Then you have 15% attrition across 
Satyam's workforce of about 40,000. That's 6,000 jobs that need to 
be replaced before growth can be achieved. In all, Satyam needs to 
hire approximately 16,000 new people each year from a labor pool of 
72,000 (22%) to make its five-year outlook. 

You think that'd be easy when you've got peacocks, golf, and a 
pool. But giants Infosys (Nasdaq: INFY) and Wipro (NYSE: WIT) offer 
similar (if not better) benefits and need to hire just as 
aggressively. Add in the smaller players like WNS (NYSE: WNS), 
which we profiled Monday, and you've got a human resources 
nightmare. 

Outsourcing outsourcing 

What's the solution? Mr. Murty 
hinted that Satyam might start 
moving some operations to low-
cost countries such as the 
Philippines, Singapore, 
Malaysia, and Hungary, which 
look a lot like India did a few 
years ago. Potential employees 
in these countries are likely 
to still be impressed by 
luxurious campuses. 

Satyam is also part of "the 
fraternity," slang for the 
National Association of 

Software and Service Companies (NASSCOM), a consortium of the 
outsourcing players that is trying to expand the quality of the 
country's talent pool by partnering with the government and 
universities. A 10 percentage point improvement in employability 
would loosen the labor market by some 40,000 graduates. 

The next move 

Global top line growth in the outsourcing industry is a slam dunk. 
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That said, the companies in India face significant challenges, 
competition is heating up, and America is doing its best to 
undermine their business models by allowing the dollar to fall. 

And while Satyam is a proven global player that should continue to 
grow despite turmoil, its shares -- as well as those of its peers -
- seem optimistically priced. Of course, never underestimate the 
power of peacocks. 

Coming up! 

We arrive in Beijing and learn about the raw power of misting 
sprinklers. 
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Bill Mann is the senior advisor for The Motley Fool's Global 
Gains international stock service and co-advisor for The Motley 
Fool's Hidden Gems and Pay Dirt services. He has spent large parts 
of his career working overseas, primarily in India, Pakistan, 
China, Russia and Indonesia. Bill does not eat cereal or ketchup, 
but is perfectly comfortable with bible tripe, fish sauce, and 
durians. 

Tim Hanson is a writer and analyst at The Motley Fool. He focuses 
on smaller-cap companies, and is looking forward to finding a 
number of promising investment ideas on this trip as well as the 
next Yao Ming. Tim Hanson does not own shares of any company 
mentioned.  

Paul Elliott is a long-time Fool writer and former managing editor 
of Stock Advisor and Hidden Gems. He does not own shares of HDFC 
Bank. He loves great international companies but hates traveling. 
Until now. 
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