Translation of Article published in “INDOWATCHER” Vol. 95 (JUNE 2005 issue)
The strength of the Nichi-In software, tougher than Japanese Companies

Share of Indian software exports to Japan is only 3 % of the total Indian software exports. The percentage is decreasing every year, which doesn’t seem to go well between Japanese and Indian IT communications. Still, the number of software companies is increasing. These companies work for only Japanese clients. There are at least 10 such companies only in Bangalore and about 30 companies in other cities such as in Delhi, Mumbai, Pune, and Chennai. However, except Japanese affiliated companies, most of them are new which were started just 5 years back. Most of their business can be termed as transferring its engineers onsite rather than naming it as offshore services. Some company’s services include teaching Japanese language only, which could be questioned that whether they are software companies or not.

Nichi-In software, started in 1997 and has about 70 engineers, is the pioneer of Indian IT and it is easy for Japanese companies to work together with Nichi-In software. However, Nichi-In software continues to provide services for Japanese companies even if Indian software exports to Japan doesn’t grow up. 
Moral is more important than academics during recruitment


Nichi-In Software is located in Banashankari, southern part of Bangalore city.  Bangalore is a native place for many Kannadigas. Kannadigas are usually more mature and mild, compared to Tamilians and Teluguites. The Managing Director of Nichi-In, Mr.S.N Giri, himself is a Kannadiga. Most of the staff is also Kannadiga.  Maybe because of the traditional location, the office environment is quite silent and calm. The employees at Nichi-In (except for 4 members) speak fluent Japanese.  These employees are not like the young generation freaking people but are very simple and earnest.  This reflects the unique Human Resource policy followed by Mr.Giri, who says that he spends a lot of time while recruiting these types of engineers.

The basic morals such as respect for elders, not bullying the weak etc., comes from their family. Nichi-In Software emphasizes on the awareness of such strong morals during recruitment. 

“For e.g.: even if the job seeker’s father is great, if he lacks morality, we would not hire him. We recruit people who have average knowledge and proper attitude. We select a person who has struggled economically rather than a person who is rich and well off. Major software companies use the same method during recruitment. He says that middle-class students have more stability in work rather than top grade holders.  Graduates recruited with strong morals would satisfy the client and give them more comfort and reliability than elite’s with master degree.”
(As said by Mr. Giri)
Teaching Japanese in Good Old style method


20 new engineers joined Nichi-In Software this June as Trainees. Three months were spent for recruitment. These trainees study Japanese every day for about one year.  Teaching Japanese needs time and money. Some companies send more than 100 engineers, just only after 3 months of Japanese language training. 

“We are different from those companies which are trying to compress their training period from 6 months to 3 months.  We haven’t changed our policy of spending more time on training.”
(As said by Mr. Araki)

Newly recruited trainees concentrate on learning Japanese, so they can’t work as engineers in a year. At least one and half years are required to start working as full-fledged engineers. Chief Japanese teacher, Ryuzo Araki, has been teaching Japanese for seven years since Nichi-In started. He had taught Japanese in Sri Lanka (through JICA) before coming to India. He is a professional teacher in Japanese language. As he says, the main point of nurturing bilingual engineers is not only to teach Japanese language but also to teach Japanese business culture too. 

“Japanese class itself does not differ much. Technical terms are very much necessary for engineers. The tougher part is to acquire skills in Japanese business culture. Though they seem simple such as time maintenance, product delivery date, implementing “HOURENSOU” which means (houkoku, renraku, soudan in Japanese) i.e. reporting, contacting and consulting, focusing on quality etc., it is very tough to learn them and these are the basic things in Japanese business culture. We teach these Japanese cultures to Indians in a year. This is similar to a Japanese enterprise giving training to its newly recruited engineers. 

I had to try several ways to make the engineers learn about the Japanese skills thoroughly. Now our evaluating style is called as a 5-point scale. This is similar to Japanese elementary and junior high school gradation system. We not only evaluate Japanese language but also give the same attention to attitude, responsibility and punctuality. I am not sure whether this policy is correct or not. I sometimes think it is very severe for Indians, but most Japanese customers require engineers having Japanese style and business culture and not the American style. While teaching Japanese in foreign countries, I found the Japanese Good Old style method is better for teaching even though it is not used today at schools in Japan. For example, we use the old traditional Japanese greeting styles such as ”Stand up, Bow” and I tried the same with trainees. Though this is not my teaching policy,  I am surprised that Indians are getting well adjusted to this Good Old Japanese style. Many Indians are polite and they might be considered higher than Japanese people with respect to morals.”                
(As said by Mr. Araki)

Why unworthy (non-profitable) jobs are being continued?

As long as we hear to both the parties (Japanese clients and Nichi-In), the support between the above two is fairly considerable. Still, the turnover of Nichi-In in the past three months hasn’t shown much growth. The growth is limited to only 10% when compared to previous year. Fortunately, the repeater (Japanese Client who gives projects continuously) holds 70% of the turnover and the sales will not fall down even in extreme cases. However, the idea of Indian software enterprises to get the American clients and increase the annual rate to 100% does not work out remarkably. After all, Nichi-In is devoting itself to typical Japanese clients only. But still, why there is a lack of growth in the software business done by Nichi-In? 

“If we can say in terms of trust development business, of course there lies a problem on both sides of Nichi-In. However, if we bother to say the problem is on the Japanese side (Clients), then the first one is - The Japanese business enterprises are not accustomed to the idea (style) of offshore development. Till now we used to lead (explain) the work and explaining the same vaguely, by sitting next to the programmer. But in offshore development, unless the specification is made clear/proper, the work will not go on smoothly. Also it is now difficult to change the way of working. When explained about the easiness that can be achieved by sending the engineer to Japan while designing the specifications, it was replied that only onsite strength would be increased. With this, it is not advisable to hope for the cost merit, which India IT uses so much.
Secondly, the expected degree of cost reduction in offshore is too high when compared to that of the Europe and America. The saying is: “If we can make use of India, how much cost can be reduced?” The reduction in cost to about half of the actual amount does not happen suddenly from the beginning. It is a fact that the reduction is about 30 %. After 3 years of being accustomed to each other, the cost further reduces to 40% to 50%. But Japanese clients do not wait much. We have the tendency of not thinking too much about the long-term relationship though a Japanese Enterprise is good when long-term mutual trust grows between us.  (laughs)

Thirdly, the information sharing at initial stages of work, which includes specifications, proposals, requirements etc is not done easily.  If its onsite, the engineer can discuss personally and can do the changes or the fine tuning directly. However, in offshore development, though a sudden expectation is made for very high quality-product, is very difficult to maintain (follow) a process to achieve the same. The volume of information given by the client is compared in proportion with the result accomplished.  It is very important in offshore to properly complete the proposals and specifications. Lot of time is spent for this part of the work in America to bring out a neatly formed (well polished) information. Moreover, America shows consideration (pays money) for this part of the work also. But generally, a Japanese enterprise thinks India only as a development oriented country and the time/money spent for creating the specifications, proposals, requirements are not paid (considered). Though it is known that the above trivial information decides the success or failure of any project in offshore development, the productivity does not improve due to unclear or obscure information. This leads to unexpected costs.

This is the main cause of vicious circle. Hence an Indian enterprise also keeps the Client in Japan at a distance (avoids them intentionally). Hence, we are spending a lot of time for doing the design review. Also we perform reviews at each stage and it is made sure that the problems, which might arise during the work, are immediately discussed with the Client.

Next, a Japanese engineer at the actual work place has a psychological feeling of rejection.  The main problem related to the Japanese business lies in communication and this accounts for about 70%.  The other problems are related to the conflicts (discrepancy) in the requirement standards, technical problems etc. No matter how much you make use of India, the disliking tendency of a person at the actual work spot is strong. Since the complications increases at the actual work spot, there seems to be a trend to avoid business with India as much as possible.

And finally, adding to the above, Taxation is another problem.  That is to say, there is a serious problem in two-kind taxation between Nichi-In & Japan according to the taxes article.  Even if the Japanese business (work) is received, 20% of the sales are directly deducted in the form of tax sources.  This results in creating a unworthy (non-profitable) work (business) for both the parties.”
(As said by Mr. Giri)

The problem related to Japanese business as discussed by Mr. Giri above, is very much true. The current status of Nichi-In IT business is that they are doing the same [unworthy (non-profitable)] job. Still, the reason for continuing the same business by Nichi-In is as follows:

“The Japanese enterprise will definitely understand these problems sometime. Hence they are expecting a very bright (long) future.  We do not follow the things blindly, as the Client thinks. The work being done by us is to please the Client finally. For e.g.: I am proposing the Japanese enterprises to send 1 engineer from their company to India for about 1 year. If this is done, the communication problem that arises during the development can be decreased (reduced). Besides, the Client can help in bringing up the SE bridge between Nichi-In and himself. In order to achieve this, we can provide place (space) & institutional facilities which helps in building a ODC (Offshore Development Centre)”
(As said by Mr. Giri)

However, it is said that, even though such a proposal is made, the decision time taken by the Japanese enterprises is very slow. Still, Nichi-In does not give up. The President and the entire staff of Nichi-In are patiently working with the Japanese enterprises, which impresses everybody.
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