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“Capital isn't so important in business. Experience isn't so important. You can get
both these things. What is important is ideas. If you have ideas, you have the main
asset you need, and there isn't any limit to what you can do with your business and
your life.”
Harvey S. Firestone 1868 - 1938



Chapter 1: Introduction

“What we call the beginning is often the end. And to make an end is to make a beginning. The
end is where we start from.” T.S. Eliot (1888-1965)

Call and contact centres play an important role in the global economy, employing
millions of people in the USA and UK and hundreds of thousands in other parts of
Europe, Africa and Asia (Russell, 2008). They are often the main point of contact
for customers accessing organisations, so have a key part to play in the overall
perception customers have of the entire organisation (Dean, 2002). However, the
centres in developed countries are facing increased pressures from low-cost
alternatives in developing countries and increasing customer demands, which results
in these centres needing to enhance their competitive advantage. One method for
increased competitiveness is through an increased focus on innovation; organisations
that can continually renew and adapt through advances in their services, products and
processes will stay ahead of the competition (Bessant, 2003). Innovation is
concerned with the organisational processes and tools necessary to translate ideas
into new processes, products, services or businesses (Isaksen and Tidd, 2006).
Although innovation poses many risks, organisations that do not renew their
products, processes or services on a continuing basis place their survival in danger

(Tidd et al., 2001).

The model of call and contact centres has been utilised since the 1980s and a wide
body of research has grown since that time. This body of work often focuses on the
more negative aspects of centre operations, such as issues with employee morale,
attrition, and customers’ dissatisfaction with the service quality received. This has
resulted in the fields of human resource management and customer service quality
being well researched areas in contact centres, but little has been researched on
innovation within this context. It has however been studied in a number of research
areas such as psychology, operational research, gender theory, etc. but it has yet to be

studied through the lens of innovation.



A number of external forces impacting on call and contact centres in developed
countries, such as intensified competition, changing needs of customers and
technological advances in the business environment have resulted in a need for
innovation (Goffin and Mitchell, 2005). Innovation has long been discussed as a
source of competitive advantage for organisations operating in developed economies
(Porter, 1990). However, the centre responses to these pressures have been to cut
costs and improve efficiency (Russell, 2008), often through outsourcing or
offshoring of contact centre operations, where “the most standardised and least risk-
laden processes being sliced-off and offshored” (Taylor and Bain, 2005: 277). The
industry in developed countries now is looking for ways in which it can be more
competitive and focus on higher value work. Innovation has been cited as a way of
achieving this higher value focus (Edwards et al., 2005), and the need for
competitive advantage has resulted in an increased pressure for constant innovation
(Bessant, 2003). Conversely, the call and contact centre industry is not seen as
having a focus on innovation — there is a gap in knowledge concerning innovation in

contact centres.

Most of the research which uses the centre as the unit of analysis has focused on
emotional intelligence (e.g. Higgs, 2004), labour processes (e.g. van den Broek,
2003), human resource management strategies (e.g. Wallace et al., 2000), service
quality (e.g. Gilmore, 2001) or gender issues (Belt, 2002). Call and contact centres
have not yet been used as a unit of analysis in innovation studies and equally
immnovation has not been studied in contact centre research. Furthermore, research
which takes the contact centre as the object of analysis is comparatively recent,
perhaps due to the recent advent of call and contact centres as an individual
organisational entity, suggesting that call and contact centre research is dealing with
an “emergent empirical phenomenon rather than with a theoretical construct”

(Russell, 2008: 196).

This research therefore aims to understand innovation in call and contact centres.
Primarily focusing on if contact centres are involved in innovation activities and if so

what type of innovation they are involved with. The organisational factors that



influence (either positively or negatively) innovation activities in contact centres is a
main focus of the study. An exploratory qualitative case-based strategy is employed

to understand the complexities of innovation in call and contact centres.

This research is crucial because if call and contact centres are to remain competitive
and attractive to customers then they need to focus on innovation. At the moment
there is no knowledge on innovation in call and contact centres, but by understanding
how innovation relates to contact centre operations the barriers that can impede

innovation can be identified.

The timeliness of this research is supported by the recent backlash against the current
operating model of call and contact centres - this is true even in India where centre
jobs are seen as prestigious (Taylor and Bain, 2008). There is bad public perception
of the industry fuelled by recent media coverage (e.g. UK Channel 4’s Cutting Edge,
2007). Customer demands on the call and contact centre model are increasing.
There are calls from industry bodies (CCA, 2008) to rethink the current operating

model hence this is an opportune time to understand innovation in contact centres.

This research will make a contribution to knowledge in two main ways. The first,
and most significant, is that it will add considerably to the expanding body of
literature that is evolving on call and contact centre management. The absence of
theory on innovation activities in centres means that the findings from this research
will provide the foundation knowledge for further studies into this phenomenon. It
also makes a contribution to the innovation literature as call and contact centres have
yet to be used as a unit of analysis for innovation studies. Therefore, the findings
from this work will contribute to the body of knowledge on general innovation and

service imnnovation areas.

Table 1.1 summaries the structure of this thesis and highlights the main contents

discussed in each of the chapters.



Table 1.1 — Thesis structure

Chapter

Description of Contents

1 — Introduction

2- Literature review

3 — Research
philosophy and
strategy

4 — Identification of
factors influencing
innovation

5 — Fieldwork
methodology

6 — Empirical
findings

7 — Discussions

8- Conclusions

Introduction to the research area and why the topic is important to study.

Initial literature review to explore the gap that exists between the two bodies of
literature important to this study. From this an initial conceptual framework is
developed and research questions are generated.

Discussion on the underlying philosophical paradigm of this research and the
implications this has on the approach, findings and quality of this research.

A systematic review of the innovation literature to identify the important
organisational factors which influence innovation. The findings drive the
development of the conceptual framework and subsequent fieldwork
methodology.

Presentation of the methods used to select, collect and analyse the empirical
data gathered from the case companies.

Presentation of the analysed data collected from the case studies to show the
findings from each case company as well as from the cross-case findings.

Provides a discussion on the findings shown in Chapter 6. It compares the
findings against the research questions posed. It also discusses the process of
theory building through the results of this research and discusses the quality
and validity of this research. The contribution this research provides is also
examined in this chapter.

Summary of the key conclusions that can be drawn from this research. It also
provides a discussion on the limitations of this research. The implications this
work has for theory and the future work are examined in detail, with some
future recommendations being posed. The implications for practice are also
considered in this chapter.

Figure 1.1 overleaf shows a graphical high-level structure of this research and aligns

each of the research phases with the related chapter. This figure allows the structure

of the research to be understood in a holistic manner and also shows the rationale for

the arrangement of the thesis.
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Chapter 2: Literature Review

“Literature is strewn with the wreckage of men who have minded beyond reason the opinions
of others.”” Virginia Woolf (1882 - 1941)

It is important to set the theoretical context into which this research sits. As was
outlined in the introduction this research is exploratory as there is no current theory
on innovation in contact centres. There is however an emerging field of literature on
call and contact centre management as well as a wide body of theory on innovation
(including the theory existing on service innovation). Therefore, this work spans
both these theoretical fields and aims to fill the gap between these disparate bodies of

knowledge.

2.1 DEFINITION OF TERMS

Innovation

A number of key terms are used within this research and it is important to understand
the meanings of these terms within its context. The first and most central term to this
research is ‘innovation” — this is a term that is often confusing and used
interchangeably with other terms such as invention, innovativeness, innovative, and

mnnovates.

There are many definitions of innovation and some often confuse ‘invention’
(coming up with the idea) with ‘innovation’ (the whole process of taking that idea
into successful implementation and use) Bessant (2004). There are many authors
who also define innovation as the process through which new ideas, objects,
behaviours, and practices are created, developed, or implemented (e.g. Robertson,
1967; Zaltman at al., 1973). To broaden this definition van de Ven (1986 : 591)
states that innovation “is a new idea, which may be a recombination of old ideas, a
scheme that challenges present order, a formula, or a unique approach which is
perceived as new by the individuals involved”. It is this broad definition that is used
in the context of this research as it covers a wide variety of types of innovation and
also shows that innovation is a process of developing the ideas - however, it should
also be noted that innovation is also referred to as the outcome of the process of

innovation. Many authors will discuss innovation as the tangible output of



developing the new idea. In this research the output of the innovation process is

referred to as the type of innovation.

Innovation types
There has been much work focused on identifying and classifying different types of
innovation (e.g. Wolfe, 1994; Anderson et al., 2004) in an attempt to understand and

classify the type of innovation within the organisational context.

Damanpour (1991) has drawn together the main types of innovation identified by
scholars in his meta-analysis of organisational innovation, as seen in Figure 2.1. He
outlines six main types of innovation and these have become widely accepted by the

vast majority of authors working within this field (e.g. Medina et al., 2005; Jin et al.,

2004).

“Involves organisational structure and
administrative processes; they are
indirectly related to the basic work
activities of an organisation and are more
directly related to its management™ (pp.

561)
“Pertain to products, . )
services, and production Administrative “Incremental

process technology; innovation results in
they are related to basic Technical Incremental little departure from
work activities and can the existing

practices” (pp. 561)

concern either product
or process” (pp. 560)
Typologies of

@ : ) Innovation

Process innovations are new

clements introduced into an “Radical innovations
organisations production or produce fundamental

service operations — input changes in activities of an
materials, task specification, —»| Process Radical organisation and represent

work and information flow clear departures from
mechanisms, and equipment existing practices™ (pp.

used to produce or render a Product 561)

service” (pp. 561)

“Product innovations are new
products or services
introduced to meet an
external user or market need”
(pp. 561)

Figure 2.1 - Meta-Analysis of innovation types (developed from Damanpour, 1991)

Wang and Ahmed (2004) have built upon work first carried out by seminal authors
such as Schumpeter (1934) by investigating the various areas where organisations

can have innovative ability. The authors also identify six dimensions of



organisational innovation; product, market, process, behaviour and strategic
innovation. These differ from Damanpour (1991) in that the Wang and Ahmed
(2004) study is more concentrated on the areas in which to innovate rather than the

characteristics of the type of innovation.

Gallouj and Weinstein (1997) have carried out research into innovation within the
service industry context and they also suggest that there are varying types of
innovation. They propose six types of innovation which are radical, improvement,
incremental, ad hoc, recombinative or architectural, and formalisation. These types
of innovation include the common types (incremental and radical), but the authors

argue that the four others are specific to the service industry.

Other authors have approached the topic of types of innovation from the impact that
they have on the organisation, i.e. either high or low impact types of innovation
(Manimala et al., 2005). Some authors (Tushman and Anderson, 1986) go as far as
classifying innovation types as competence enhancing or destroying, fitting with the
incremental and radical innovation types of innovation respectively (Nord and
Tucker (1987). Some have also discussed innovation types from the point of view of
implementation, such as Daft (1978) who outlines a dual model of innovation and

presents both top-down and bottom-up approaches.

Other studies (O’Connor and McDermott, 2004) have focused on one particular type
of innovation and examined how organisational factors influence this type of
innovation. These studies have focused on either radical (Stringer, 2000; Ettlie et al.,
1984) or incremental (Bessant and Francis, 1999; De Jong and Kemp, 2003)
innovation types and have neglected the other types of innovation that might be

affected by organisational characteristics.

What is apparent from the existing studies researching the relationship between

organisational characteristics and innovation types is that in these studies the
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innovation types are often limited to the tension between incremental and radical

innovation (Koberg et al., 2003; Manimala et al., 2005; van Looy et al., 2005).

Figure 2.2 has been developed to illustrate the differences between innovation and
innovation types. It shows that innovation in this research is concerned with the
actual process of gathering, developing and implementing new ideas, and types of

innovation are the outputs of this process.
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Product
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;i Development 3
Selection of . Implementation e i
Tdeas and Resourcing ot Tdeas ervice -
] of Ideas Types .Uf
Process Innovation
@ Technical

Innovation
Outputs of
Innovation

Figure 2.2 — Innovation and Types of Innovation (developed from Damanpour, 1991;
Tidd et al., 2001; Goffin and Mitchell, 2005)

Contact centres

When discussing the definition of contact centres it is important to being by stating
the distinction between call centres and contact centres. Although these terms are
often used interchangeably they do relate to different types of centres. A call centre
is a centralised office used for the purpose of making and receiving a large volume of
telephone calls. Whereas, a contact centre is the same as a call centre with the
addition of handling other forms of contact such as letters, SMS, faxes, live web
chats or e-mails. In response to the critical media attention received, call centres
have re-branded their centre as a ‘customer service centre’ or ‘customer satisfaction
centre’ (Taylor and Bain, 1999). As the industry has evolved it could be said that

what is commonly referred to as a call centre by the public is in reality a contact
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centre.

Therefore, contact centre is used in this research to encompass all types of

customer contact in a centralised location.

Contact centre characteristics

There are a number of studies which aim to classify contact centres using different

characteristics. The most commonly used are:

Location of the centre - A study by BTeLocations (2003) provide a
distinction on the location of contact centres. The study defines three types
of contact centre based on their geographical location, these are: rural, edge-
of-town/business park and metropolitan/city centre. The study identifies
characteristics of centres that are driven by their location.

Size - A study by the UK Department of Trade and Investment (Dti, 2004)
used contact centre size as a way of categorising the industry. The study
provides a banding of contact centres based on the number of advisors
working within a centre. Table 2.1 shows this banding and how it is used in
this research.

Table 2.1 — Size bandings of contact centres

Size band (agent positions) from Dti (2004) study | Categorisation used in this research

10-50
51-100
101-150
151-200
201-250
251-500

501-1,000

1,001 +

Small

Medium

Large

Direction of contact — the direction of contact relates to the nature of the
activity within the centre (Feinberg et al., 2000). In-bound relates to
customers calling the contact centre and out-bound relates to the contact
centre calling the customer. Centres can also provide both in-bound and out-
bound services, so there are three categories within this characteristic.

Ownership — this refers to whether a centre is in-house or
outsourced/offshored (Taylor et al., 2002; Taylor and Bain, 2005). In-house
contact centres are owned and managed by the wider company whereas

outsourced centres are owned and operated on a contract basis by specialist

12



contact centre providers. Offshored centres are commonly located in a ‘low-
cost’ country in order to embrace the opportunities of globalisation (Taylor
and Bain, 2005).

Nature of services provided - the nature of the services provided can be
thought of as a dimension of the uncertainty of demand against the
complexity of the service.  This is developed from a well-known
manufacturing concept derived by Puttick (1987). Table 2.2 shows the

constructs which comprise this categorisation of the nature of services.

Table 2.2 — Nature of services

Service Classification

Uncertainty of Demand Technical Complexity of Product/Service
Length of the Interface Duration Confidentiality Level of Information Transferred during the
(Mills and Margulies, 1980) Service Delivery (Mills and Margulies, 1980)

The Volume of Calls (from Puttick, Number of Steps in the Delivery of the Service (from Puttick,

1987)

1987; Zeithaml et al., 2006)

The Nature of the Service Required Emotional Content of the Service Interaction (Anton, 2000)

(from Puttick, 1987)

Agent Absenteeism (from Pulttick, Degree of standard knowledge content that the Service has

1987)

(from Puttick, 1987)

Importance of Agent Decisions (Mills and Margulies, 1980)

Operating models- this refers to the models that Batt and Moynihan (2002)
provide in their study, which echoes research carried out in manufacturing
studies. Batt and Moynihan (2002) provide three models of contact centres;
mass production, mass customisation and professional service — these models
will be discussed further in this chapter as they provide a comprehensive
view of the contact centre industry.

Customers - this refers to the type of customers that are serviced through the
contact centre. This distinction is usually made at a high level where centres
are either business-to-consumer or business-to-business (Miciak and

Desmarais, 2001).
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2.2 INNOVATION

Studies into innovation have covered a broad spectrum of organisation types, ranging
from library and education areas (e.g. Harris, 2000; Harris, 2006) to factory and
facilities management fields (e.g. Edwards et al., 2005; Mudrak et al., 2005). The
literature also examines innovation from various standpoints such as new product
and service development, R&D, process improvement and organisational change

(e.g. Barras, 1986; Storey and Kelly, 2001; Rhyne et al., 2002).

The vast majority of the innovation literature can be split into two streams; one
stream is concerned with economic implications that examine the macro-level issues
such as diffusions of innovation across countries. The second stream is concerned
with the innovation within organisations and the associated micro-level issues. This
includes the influence of structures, processes and people within an organisation on

innovation (Kessler and Chakrabarti, 1996).

The latter body of work has its origins in the 1960s (Burns and Stalker, 1961;
Mansfield, 1963; Wilson, 1966; Shepard, 1967; William and Black, 1967). This
interest in innovation within the organisational context has increased over time with
a recent jump in the number of studies looking at the organisation and its ability to
innovate. It is this body of work that is used within this literature review to
understand which organisational factors influence innovation in any type of
organisation. As was discussed in the introduction, this research is interested in
exploring the organisational characteristics of contact centres that influence

innovation therefore this body of knowledge is central to this research work.

As an initial starting point a high level literature review is carried out to identify the
commonly cited organisational factors in the innovation literature. Table 2.3 shows
the main organisational characteristics that were identified from an initial literature

review, each of which is discussed in detail thereafter.
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Table 2.3 — Organisational factors and characteristics influencing innovation

Organisational | Innovative Characteristics Evidence
Factors
Strategic =  Focused on the external Tidd et al., 2001; Davila et al.,
Alignment environment 2006; Ozsomer et al., 1997; Bessant
=  Development of an innovation et al., 2005
strategy aligned with the corporate
objectives
= Strategic commitment to
innovation

= Effective communication of
innovation strategy

Organisational =  Low degree of functionality Amabile et al., 1996; Bessant and
Structure =  Flat hierarchical structures Francis, 1999; Lemon and Sahota,
= High degree of flexibility 2004; Loewe and Dominiquini,
= Adaptive to the external 2006; Ozsomer et al., 1997,
environment Damanpour, 1987; Merx-Chermin
= High level of resource slack and Hijhof, 2005; Chanal, 2004;
Tidd et al., 2001
Organisational =  Time to develop ideas Tidd et al., 2001; Goffin and
Culture = Tolerating mistakes Mitchell, 2005; Davila et al., 2006;
= Effective internal communication Knox, 2002; Jaskyte and Riobo,
= Learning environment 2004; Merx- Chermin and Hijhof,
= Allow risk taking 2005; Hyland and Beckett, 2005;
= Innovative as a way of life Loewe and Dominiquini, 2006;
=  (Collaborative culture Bessant et al., 2005; Bessant and
= Open culture Francis, 1999; Amabile et al., 1996;

= Support innovation and new ideas | Bessant et al., 2005
=  Proactive problem identification
and solving

Management = Commitment to innovation Damanpour, 1987; Merx-Chermin
style = Coaching and Hijhof, 2005; Jaskyte and
=  Empower employees Riobo, 2004; Bronstein, 2005;
= Participatory decision making Knox, 2002; Davila et al., 2006;
=  Democratic leadership style Tidd et al., 2001
=  Stimulating and motivating
innovation
= Support of new ideas
Human =  Professionalism Loewe and Dominiquini, 2006;
Resources =  Commitment to training and Damanpour, 1987; Hyland and
development Beckett, 2005; Merx-Chermin and
= Cross-functional job rotation Hijhof, 2005; Goffin and Mitchell,
=  Employee autonomy 2005; Tidd et al., 2001; Amabile et
=  Team based working al., 1996; Lemon and Sahota, 2004

=  Broad knowledge base
= Roles to facilitate innovation

Innovation = Effective knowledge transfer Bessant and Francis, 1999; Chanal,
tools system 2004; Lemon and Sahota, 2004;
= Idea generation system Davila et al., 2006; Merx-Chermin
= Creativity management and Hijhof, 2005; Hyland and
= Goals and metrics for innovation Beckett, 2005; Goffin and Mitchell,
=  Reward system 2005; Wood, 2003; Loewe and
= Ideas implementation system Dominiquini, 2006; Bessant et al.,
= Motivation scheme 2005; Amabile et al., 1996
= Risk and benefit identification
system

15




2.3 INNOVATION IN SERVICES

So far this literature review on innovation has focused on the general innovation
literature, however it is important to realise that this research is carried out within a
service industry and there is theory specifically developed for innovation within this
context. As much of the innovation theory has been developed in the manufacturing
industry (Drejer, 2004), service scholars have highlighted service innovation as an
important yet underdeveloped branch of innovation theory, as noted by Sundbo
(2000: 110): “there has only been a limited number of studies of innovation in
service firms”. Services have characteristics that differentiate them from
manufacturing; services are intangible processes and must also include some link
with the customer to be complete (Soteriou and Chase, 1998). Some authors (e.g.
Drejer, 2004) call for manufacturing and service innovation theory to work towards a
common framework - this is due to the boundary between manufacturing and service
activities becoming blurred. However, it is important to understand that there are
still some distinctions between service and manufacturing that will impact upon

innovation within the different contexts.

Innovation in services has become an important topic over the last few years
primarily due to the increasing importance of the service sector in many countries,
where services can account for 60-70% of the gross national product (Goffin and
Mitchell, 2005). However, services have huge diversification ranging from personal
services such as hairdressing, to education, transportation and to large scale service
provision such as finance and insurance services. This diversity means that any
generalisations made about services and innovation must be qualified with

exceptions (Fagerberg et al., 2005).

Although it is acknowledged that there is an important emergent field on service
specific innovation theory, the work carried out in this research takes the innovation
theory to be generic across all organisation types. The service specific innovation
literature 1s used in the discussions chapter to enfold this body of literature against

the empirical findings of this study.
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2.4 CONTACT CENTRE LITERATURE

This section of the chapter outlines the major subject areas where most of the work
has been or is being carried out with respect to contact centre operations. This will
give a picture of what subject areas are of interest to scholars investigating the
contact centre industry. This breakdown will also help to identify gaps within
current academic thinking, showing any areas that are have not been studied or are

underdeveloped within this context.

Of the almost seventy studies explored as part of this literature review the majority
were carried out between the late 1990s and early 2000s, which seems to match the
boom in contact centre introductions in the 1990s. Thus, the research activity within

academia has mirrored the activity in contact centres in practice.

The diagram shown in Figure 2.3 is a map of the literature that has been reviewed in
this area. The main areas of study that have been carried out in the contact centre
research field are highlighted in the map with regard to the various disciplines. The
map also attempts to show main linkages within areas of the literature, however due
to the interdisciplinary nature of the contact centre literature it would have been
impractical to show all the linkages that exist between the various studies, as the map
would become too complex to be of any worth. The findings from the literature map

will now be discussed in more detail.
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The vast majority of the literature reviewed was from the human resource
management perspective. Although a large amount has also come from the service
management perspective, it is the human resource management view that seems to
dominate the literature in the area of contact centres. The core of much of the
literature (van den Broek, 2003; Lewig and Dollard, 2003; Belt, 2002; Holman,
2002; Houlihan, 2002; Crome, 1998; Taylor and Bain, 1999; Frenkel et al., 1998;
Kinnie et al, 2000; Wallace et al., 2000; Bain and Taylor, 2000; Bain et al., 2002;
Mulholland, 2002; Taylor et al., 2003) seems to be focused on employee satisfaction
factors, such as performance measures, work organisation, labour process and stress.
This literature is mainly focused on the human factors of contact centre operations,
and how the nature of contact centre operations affects the employees working

within the operations.

The service management literature (Staples et al., 2002; Bennington et al, 2000;
Burgers et al, 2000; Feinberg et al., 2000; Gilmore and Moreland, 2000; Higgs,
2004; Malhotra and Mukherjee, 2004; Gilmore, 2001; Dean, 2002) is mainly
concerned with linking operational factors to customer satisfaction and service
quality. This literature is focused on the operational factors of contact centres, which
also include human factors, and how these impact the service quality perceived by

the customer.

This shows that human factors and customer satisfaction in the context of contact
centres have been highlighted as important areas to investigate, however it has been
said that contact centres in general have two main components; people and electronic
equipment (Garrett at al., 2002). It has also been said that contact centres are
technologically driven and it is their “technological foundations that give contact
centres their flexibility to serve customers and the ability to have reduced customer
service costs.” (Prabhaker et al., 1997: pp.228). Most of the academic literature on
the contact centre industry does mention the use of technology within the contact
centre industry but it is given only a fleeting mention or limited to discussions on
how it affects customer satisfaction (Walker et al, 2002), how it is used to monitor

employees, or the effects that it has on employees (Kinnie et al, 2000; Dormann and
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