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Abstract:
Information technology enabled services industry is one of 
the key contributor of information technology industry. The 
biggest economic effect of the country is due to the growth of 
technologically inclined service sector. India’s cost competitiveness 
in providing IT services led to the economic transformation. More 
importantly, the economic transformation of the country has altered 
the perception of India in the global economy. For such an industry, 
it is highly necessary to be competitive to survive in the global 
market. Small ITES companies also plays a major role in the country’s 
IT sector. The objective of this study is to understand the small 
scale ITES organization’s emphasis towards the area which leads in 
gaining competitive advantage in the industry. The aim of the study 
is to identify a particular area where the developing organizations 
of technology industry must concentrate to gain competitive 
advantage towards its competitors. The study was conducted 
with the ITES companies established in Trivandrum, as it is one of 
major IT hub in the country. All small ITES companies in Trivandrum 
were approached and the data was collected through a structured 
questionnaire. The collected data was processed and analyzed with 
statistical tools. And the study highlighted the profile of the firms 
have a significant influence on the selection of environmentally 
flexible strategies executed by the firms.
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INTRODUCTION:
In the evolving scenario, the organizations 
faces major challenge in coping up with the 
market and staying competitive in business. 
It is necessary for the organizations to build 
a management system that helps achiev-
ing the organizational goals in alignment 
with changes in the environment. Strategic 

management considers the environment as 
an important contextual factor which has a 
strong influence on a company’s strategic 
direction. Moreover, the strategy literature 
supports the view that both firm owners 
and senior executives must deal with the 
impact of environment (Li and Simerly, 
1998, p. 169). Environmental dynamism 
describes the rate and the unpredictability 
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of changes in a firm’s external environment 
(Des.sand Beard, 1984).

Organizations can develop a wide range 
of strategies but developing a integrated 
framework in accordance with the changing 
market is a challenging task. This empha-
sizes the flexibility of an organizational 
strategy to cope up with the challenges in 
the market. Strategic flexibility refers to 
an ability of firms to respond and adapt to 
environmental changes. To be strategically 
flexible, organizations should exercise stra-
tegic leadership, build dynamic core com-
petence, focus and develop human capital 
effectively, implement new organization 
structure and, have innovative culture 
(Hitt et al., 1998). Also, strategic flexibil-
ity enables business to obtain sustainable 
competitive advantage by making business 
more proactive. Proactive firms can analyze 
the environment and determine the exter-
nal opportunities and threats better than 
other firms. Thus they can take advantage 
of opportunities while protecting them-
selves against the environmental threats. 
Furthermore, empirical evidences have sug-
gested that strategic flexibility effects busi-
ness performance positively (Nadkarni and 
Narayanan, 2007). Dynamism refers to the 
degree of uncertainty in market and indus-
try conditions, including the state of tech-
nology and general economic performance. 
A dynamic market can affect the effective-
ness of the firm’s behavior. A dynamic 
market is emerging when changes in the 
behavior of market players are considered 
important to a company. Correspondingly, 
there has been a growing research interest 
in tbe role of strategic flexibility in the field 
of information systems (IS) (Goldhar and 
Lei, 1995; Lei et al., 1996; Byrd, 2001).

The effectiveness in staying competitive 
in business can be achieved by creating 
innovative products and services of high 

quality and at low prices to satisfy their cus-
tomer (Hitt et al., 1998). And these changes 
in business processes depend on the abil-
ity of the organization to adapt quickly to 
environmental changes. In other words, it 
can be concluded that a firm ability to adapt 
quickly to such conditions is crucial to its 
success in obtaining and maintaining sus-
tainable competitive advantages.

India still maintains a dominant posi-
tion in the global outsourcing market, with 
an approximate share of 55-60% of the 
global market in 2023.The global outsourc-
ing market (comprising IT services, BPO, 
and other IT-enabled services) was valued 
at approximately US$ 300 billion in 2023, 
and India’s share continues to represent 
around 55-60% of this market. India has 
become the digital capabilities hub of the 
world with around 75 per cent of global dig-
ital talent present in the country. The ITES 
sector comprises customer-interaction ser-
vices including call-centres, back-office ser-
vices, revenue accounting, data entry and 
data conversion, HR services, transcription 
and translation services, content develop-
ment, animation, education, data research, 
market research and network consultancy. 
The core competencies of the Indian human 
capital has attracted significant number of 
investments, which also leads to the emer-
gence of start-ups in technology enabled 
services. The Small and Medium IT/ITeS 
Providers (SMPs) in India are integral to 
the growth engine of the industry in par-
ticular and the Indian economy in general. 
The prevailing growth trends are expected 
to continue into the near future on account 
of the increasing maturity of this segment 
and the emergence of new opportunities 
into the future.

Best known for its scenic and undu-
lating nature and warm hospitality, 
Thiruvananthapuram, also called as 
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Trivandrum is one of the prominent cit-
ies in the state of Kerala. The rapid growth 
in IT, particularly in the software industry 
has transformed Thiruvananthapuram into 
the fourth hottest IT destination in India. 
The city has emerged as a fastest devel-
oping IT and commercial hub in recent 
years. Thiruvananthapuram can be called 
as a Silicon Valley of Kerala which con-
tributes nearly 80 percent software export 
from the state. The city has ample human 
talent. Major chunk of highly qualified 
IT professionals in Kerala comes from 
Thiruvananthapuram. The establishment 
of the Technopark has further escalated 
growth of the software industry making 
Thiruvananthapuram the best 2nd tier 
metro with IT/ITES infrastructure. The 
Technopark is home to nearly 300 IT com-
panies including some of the big giants 
like Oracle, Infosys, TCS, Tata Elxsi, IBS 
Software Services, NeST Software, SunTec 
Business Solutions etc. It employs more 
than 40000 IT professionals.

The objective of this study is to under-
stand the organizations emphasis towards 
the area which leads in gaining competitive 
advantage in the industry. The aim of the 
study is to identify a particular area where 
the developing organizations of technology 
industry must concentrate to gain com-
petitive advantage towards its competitors. 
Being able to make change in the products, 
services, and business processes depends 
on the ability to adapt quickly to environ-
mental changes. In other words, a firm’s 
ability to adapt quickly to such conditions is 
crucial to its success in obtaining and main-
taining sustainable competitive advantages. 
It is also understood that the organizations 
dealing with unpredictable change must 
start anticipate and look for the signs that 
accelerate and initiate the change. Either 
wise the adaptability of an organization to 

the environmental contingencies is a two 
separate – yet parallel process. At one side, 
when the organization is looking for strate-
gic change, it is highly necessary the orga-
nization keeps its internal structure highly 
adaptive to accommodate the change.

Review of literature and 
Theoretical Framework:
This area of Environmental Flexibility is 
widely studied in manufacturing manage-
ment, economics, strategic management, 
information technology management and 
various other studies. There are a num-
ber of reviews available in this domain 
especially with respect to manufacturing 
management literature (Sethi and Sethi, 
1990; Hyun aud Ahn, 1992; Genv-in, 1993; 
Upton, 1994). But this study was based on 
the review of “a firm’s ability to proact or 
respond quickly to a changing competitive 
environment and thereby develop and/or 
maintain competitive advantage” (Hitt et 
al., 1998: 26). 

Capacity of firms to pro-act and respond 
quickly to changing competitive conditions 
develops and maintains competitive advan-
tage (Zhang, 2006; Ussahawanitchakit 
and Sriboonlue, 2011). Firms operate in 
dynamic environments and they should 
dynamically reconfigure their resource 
portfolio to leverage their knowledge man-
agement skills for innovative performance 
(Garg, Walters and Priem, 2003; Sirmon, 
Hitt and Ireland, 2007; Sirmon et al., 2011). 
Crant (2000) emphasizes the need for a lon-
ger time horizon in decision-making, antic-
ipating future events, and taking action to 
be well poised to either mitigate potential 
risks or exploit opportunities. Frese and Fay 
(2001) emphasize being proactive through 
seizing the initiative and being the actor 
that initializes things. This characteristic 
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emphasizes taking the initiative and work-
ing towards creating new opportunities 
rather than waiting for them to appear. 
The external environment consists of the 
political, economic, social, technological, 
environmental and legislative, as well as 
industry forces. 

Johnson and Scholes (2007) argue that 
studying these forces is critical and enables 
a firm evaluate its competitive position vis a 
vis its strategy, internal resource capabilities 
and stakeholder acceptability. Therefore the 
idea of an organization to be market cen-
tered totally lies on the ability of the firm 
to create value for its customers and being 
successful in it.

Kotler, P. Armstrong, G argues that, “A 
product’s position is the place the product 
occupies relative to competitors products 
in consumer‟s minds. Marketer wants to 
develop unique market positions for their 
products. If a product is perceived to be 
exactly like others on the market, con-
sumers would have no reason to buy it. A 
challenge that some business owners may 
face is to find a way to be seen as different 
from their competition”. Firms must oper-
ate in the environment which they find 
themselves in, and strategy and innovation 
cannot be developed in isolation of its envi-
ronment. Utterback and Abernathy argued 
that there is “a strong mutual relationship 
between a firm’s choice of strategy and its 
environment” and that “the characteristics 
of the innovativeness process and of a firm’s 
innovation attempts will vary systematically 
with difference in the firm’s environment.”

Rajapathirana and Hui, (2018) states 
that, “Innovation strategy is a key indica-
tor of firm performance. Organizational 
innovation is the application of a new 
organizational method in practical, orga-
nizational or external relations of the 
firm. Organizational innovation improves 

firm performance by reducing adminis-
trative and transaction costs, and at the 
same time increases workplace satisfac-
tion.” Innovation capability is considered 
to be a valuable asset for companies to 
maintain competitive advantage and to 
implement the entire strategy. The firm’s 
ability to innovate makes it easier for firms 
to quickly introduce new products to the 
market and to adopt new systems. It is also 
seen as an important factor to feed ongoing 
competition. 

In order for companies to stay successful 
and to be competitive in marketplace, every 
organization must make a right decision 
for their business structure. Even compa-
nies of the same size in the same industry 
have varying approaches for managing 
R&D. even though small scale companies 
consider the investment on Research and 
development as high-risk but hi-tech 
companies show repeated successes are 
achieved using research and development 
for developing new products. Even in tough 
economic times, many companies look to 
R&D as a possible competitive advantage. 
Surveys suggest that the most successful 
organizations use an R&D strategy that 
ties external market opportunities to inter-
nal strength and is linked with objectives. 
Well-formulated R&D policies can match 
and tap market opportunities with internal 
capabilities and provide an initial screen to 
all ideas generated.

According to Tidd (2003), innovations 
and R & D process can be a way for an orga-
nization to achieve competitive advantage. 
These processes can help organizations to 
differentiate their processes and services 
and can gain a competitive edge over the 
competitors. There is considerable evi-
dence that R&D activity tends to increase 
firms’ future profitability (Branch 1974; 
Sougiannis 1994; Eberhart et al. 2004), has 
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a positive impact on a firm’s market value 
(Chauvin and Hirschey 1993; Sougiannis 
1994; Armstrong et al. 2006)

Most empirical studies suggest that, with 
less structure and bureaucratic administra-
tive controls in place, small and medium-
sized firms were more agile and responsive 
to changes in the environment. So this 
study attempts to understand the competi-
tive advantage areas of small organizations 
with respect to environmental dynamism.

The study explores the key areas that 
require the organization’s concentration to 
be competitive in accordance with the envi-
ronmental changes.

•	 Emphasis on the adoption of market 
changes

•	 Emphasis on the product as per the 
changes in the market

•	 Emphasis on market as per the changes
•	 Emphasis on innovation
•	 Emphasis on research and development

Performance is expressed as the effort of 
employees in an organization when they are 
performing their duties. The performance 
of the firm and their measurement is very 
important and widely discussed issue. The 
empirical analysis of relationship between 
firm size, firm age and firm performance 
is the subject of the study by Majumdar 
(1997). With the help of a sample of 1020 
Indian firms he examined how firm perfor-
mance is affected by firm size and age. 

For this reason, firms’ success is directly 
proportional to their employees’ perfor-
mance. (Yıldız et. al., 2014, p.787). The age 
and size of a firm may provide resources 
from which the firm can draw to more 
favorably compete (Stinchcombe 1965). As 
such, Firm age was measured as the number 
of years since firm founding, and firm size 
was measured by the number of employees.

Research Methodology:

The research methodology of the study 
is discussed in detail as follows

Objectives of the study:
The objectives of this present study aims in 
determining the following;

1.	 To identify the key areas that require 
attention of the organization to be com-
petitive with respect to the environmen-
tal changes

2.	 To study the effect of profile of the firm 
and the competitive key areas of the 
firm.

Hypothesis:
H1: There is significant relationship 
between the profile of the firm and environ-
mental flexible strategies. 

Research Design:
The research approach of this study is of 
quantitative research in nature. At first 
phase an exploratory research was done 
understand the nature of problem in the 
industry, Followed by which the important 
variables in identifying the key areas were 
derived.

Sources of Data:
Both primary and secondary type of data 
are used for the study. More dedication 
is given in collecting the primary data, as 
it plays a major role in finding authentic 
results for the research problem.

Primary Data:
Population: All small scale ITES companies 
in Trivandrum District.
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Sampling technique: Total purposive 
Sampling technique was employed, as the 
population itself is an small number.

Sample Size: A total number of 266 
companies.

Survey area: Trivandrum.
Formal and Informal interviews were 

conducted with industry experts and 
managers.

Secondary Sources: 
Books, articles and various websites were 
accessed 

Sample and Data Collection:
This study was performed on ITES 
Companies in Trivandrum. Trivandrum 
is one of the major cities of India, which 
fares well in IT enabled services industry. 
The questionnaire method was employed 
to collect data for the study. As the study 
is about the strategic management of the 
company, it was best convinced to approach 
the Managers of ITES companies with the 
structured questionnaires. Also the manag-
ers took deliberate steps in answering the 
questionnaire in short time. The constructs 
in our questionnaire were developed by 
using measurement scales. All of them were 
measured by five-point Likert scales rang-
ing from (1) strongly agree to (5) strongly 
disagree. The questions were direct in 
nature and were about to understand the 
key areas of the organization. 82 % of ITES 
companies were approached and 68% of 
companies helped in completing this study.

Data Analysis Techniques: Excel and 
SPSS software has been used to analyze data

Analysis and Results:
In this part, the findings of the study are 
analyzed and discussed. The demographic 

data and the key areas are analyzed with the 
statistical tools such as Simple percentages, 
Mean, Standard deviation, Coefficient of 
variation, t-test, f- test.

CLASSIFICATION OF 
ORGANIZATION BASED ON 
DEMOGRAPHIC FACTORS:

ANALYSIS OF PROFILE OF THE 
FIRM:
TABLE 1.1  YEARS OF ESTABLISHMENT

Sl.No.
Years of 
establishment

Number 
of firms Percentage

1. Less than 2 
years

90 33.8

2. 2.01-5 68 25.56

3. 5.01-10 52 19.54

4. 10.01-15 32 12.03

5. More than 15 24 9.02

Total 266 100

In total, a maximum of 33.8 percent of 
the firms are having less than 2 years from 
its years of establishment. It is followed by 
2.01 to 5years and 5.01 to 10years which 
constitute 25.56 and 19.54 per cent to the 
total. 12.03 percent and 9.02 percent of 
the total firms fall in 10.01 to 15 and More 
than 15 years. The above table shows that 
the majority of the sample are among the 
firms with less than 2 years from its years of 
establishment

TABLE 1.2  EMPLOYEE POTENTIAL

Sl.No.
Number of 
Employees

Number 
of firms Percentage

1. Less than 25 231
35
––
––
––
_
266

86.84
13.15
-
-
-
-
100

2. 26 – 50
3. 51 – 75
4. 76 – 100
5. Above 100

Total
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From the following table, it is inferred 
that 86.84 percent of the firms have less 

than 25 employees and 13.15 percent of the 
employees have 26 to 50 employees.

From the following table, it is inferred 
that the most executed strategies in orga-
nizations emphasize on adoption of market 
changes, on product as per the changes in 

market and on market as per the changes 
in market since its mean scores are 3.466, 
3.388 and 3.391 respectively.

TABLE 1.4  RELIABILITY AND VALIDITY OF VARIABLES:

The reliability and validity of the variables is discussed below:

Sl. No. Variables
Standardized 
factor loading

‘t’ 
statistics

Composite 
Reliability

Average 
Variance 
Extracted

1. Emphasis on the adoption 
of market changes

0.8544 3.4417* 0.7411 52.91

2. Emphasis on product as 
per the changes in market

0.8011 3.1783*

3. Emphasis on market as per 
the changes in market

0.7862 2.9094*

4. Emphasis on innovation 0.7334 2.7886*
5. Emphasis on research & 

development
0.6817 2.6591*

Cronbach 
alpha: 
0.7646.

* Significant at five per cent level.

The standard factor loading of the vari-
ables are varying from 0.6817 to 0.8544 
which reveals its content validity. The 

significance of ‘t’ statistics of the standard-
ized factor loading of the variables reveal 
it’s convergent validity. It is also proved by 

TABLE1.3  VARIABLES IN ENVIRONMENT DYNAMIC STRATEGIES

Sl. No. Variables Mean
Standard 
deviation

Coefficient of variation
(percent)

1. Emphasis on the adoption of 
market changes

3.466 0.346 9.981

2. Emphasis on product as per 
the changes in market

3.388 0.344 10.151

3. Emphasis on market as per 
the changes in market

3.391 0.399 11.766

4. Emphasis on innovation 3.645 .549 16.91
5. Emphasis on research & 

development
3.602 .436 12.10
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the composite reliability and average vari-
ance extracted since these are greater than 
its minimum threshold of 0.50 and 50.00 

TABLE 1.5  ASSOCIATION BETWEEN THE PROFILE OF THE FIRM AND ENVIRONMENTALLY 
FLEXIBLE STRATEGIES

Sl. No. Profile of the firm F statistics 
Table value of ‘F’ at 
five point level Result

1. Years of establishment 2.2417 1.94 Significant
2. Number of employees with firms 2.5676 1.94 Significant

From the table, it is observed that the 
profile of the firms have significant rela-
tionship with the environmentally flexible 
strategies executed by the firms.

Concluding remarks
This study highlighted that the profile of 
the firms have a significant influence on 
the selection of environmentally flexible 
strategies executed by the firms. And so the 
hypothesis H1 (Relationship between the 
profile of the firm and environmental flex-
ible strategies) is positively supported. ITES 
organizations play a major role in boost-
ing the economic growth of the country. 
Sustaining a volatile environment is subjec-
tive to the changes in the market. Small scale 
firms take potential risks in setting up their 
businesses, but there is no enough consid-
eration in the survival of the business. The 
organizations must make proper strategic 
decisions that will enable them to survive 
and sustain any type of environment. Also 
it is high time, even small organizations 
understand the necessity and importance 
of Strategic Foresight. Failure of businesses 
due to unpredictability arises due to the 
organizations ability in predicting the signs 
of change. Environmental uncertainty is a 
result of lack of future uncertainty. Market 

Dynamic Strategies are highly necessary for 
continuing firm performance. 

Lastly, this study also has some limita-
tions. This study was conducted on firms 
which operate in and around Trivandrum 
district. Further researches can be done for 
generalization of results in a wide scope, 
in that particular industry. Also this study 
was based on subjective measures depend-
ing on subjective perceptions of managers 
working in the company at that particular 
period of time. So the data collected may 
tend to be with biases and distortions. 
Further research can focus on objective 
performance measures such as financial 
performance measures, which are more 
reliable and precise. Objective performance 
indicators can reduce the data bias and 
perceptions, and may tend to validate the 
results. The outcome may also be differ-
ent if the study assessed the environmental 
dynamism faced by the firms during a lon-
ger period of time.
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