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Abstract 

The India Software Industry has brought  about  a t remendous success for  

the emerging economy. The so ftware industry is  the main component  o f 

the Informat ion techno logy in Ind ia.  Present ly t here are more than 500 

so ftware firms in the country which shows the monumental advancemen t  

that  the India Software Industry has exper ienced.  It  is expected that  the 

India Software Industry will generate a total employment  o f around four  

million people,  which accounts for 7 per cent  of India 's total GDP, in the 

year 2008.  

Today, the Software Industry in India exports software and services to 

near ly 95 countr ies around the wor ld.  The share o f North America (U.S. & 

Canada) in India’s so ftware exports is about  61 per cent .  In 1999 -2000,  

more than one third of Fortune 500 companies outsourced thei r so ftware 

requirements to  India.  

Talking about  the problem of at t rit ion in India,  Pramod  Bhasin,  CEO,  

GENPACT said,  ―Attrition is like a disease in the country,  where the 

employees are always leaving for something better.  Today in the voice 

segment for BPO’s we are seeing attrition rate as high as 30 percent”.  
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It 's every manager 's nightmare: One o f your best  employees resigns out  of 

the blue.  Right  away, you 've got  a number of challenges to  tackle.  Not 

only do you have to  find a replacement  for such a tale nted team member  

—  no small feat  when skilled pro fessionals are in high demand, as they 

are today —  but  you also have to  consider the impact  this departure wil l 

have on the rest  of your staff.  Whenever someone walks out  the door, 

people not ice,  and some wi ll start  wonder ing if they should fo llow suit .  

That 's why emplo yee retent ion should be on every company's radar.  In 

fact ,  creat ing effect ive employee retent ion st rategies is  one o f your most  

important  jobs as a manager.  

1.1 Introduction 

The India Software Indu stry has brought  about  a t remendous success for  

the emerging economy. The so ftware industry is  the main component  o f 

the Informat ion techno logy in Ind ia.  Present ly t here are more than 500 

so ftware firms in the country which shows the monumental advancement  

that  the India Software Industry has exper ienced.  It  is expected that  the 

India Software Industry will generate a total employment  o f around four  

million people,  which accounts for 7 per cent  of India 's total GDP, in the 

year 2008.  

Today, the Software I ndustry in India exports software and services to 

near ly 95 countr ies around the wor ld.  The share o f North America (U.S. & 

Canada) in India’s so ftware exports is about  61 per cent .  In 1999 -2000,  

more than one third of Fortune 500 companies outsourced their  so ftware 

requirements to  India.  The Indian so ftware industry consist s of a large 

and growing number o f firms:  Using NASSCOM membership as a  

measure,  the number o f Indian so ftware firms has grown from around 430 

in 1996-97 to over 620 in 1997-98. Many o f these firms entered the 

industry dur ing or just  before t he economic libera lizat ion in 1991.The 

ear ly entrants into the industry,  had close links with computer hardware 
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development .  Heeks (1996, p.  69) notes that  Tata Consultancy Services,  

(TCS) was the first  firm to agree to  export  software in return for being 

able to import hardware,  in 1974.  

 

Talking about  the problem of at t rit ion in India,  PramodBhasin,  CEO,  

GENPACT said,  ―Attrition is like a disease in the country,  where the 

employees are always leaving for something better.  Today in the voice 

segment for BPO’s we are seeing attrition rate as high as 30 percent”.  

It 's every manager 's nightmare: One o f your best  employees resigns out  of 

the blue.  Right  away, you 've got  a number of challenges to  tackle.  Not  

only do you have to  find a replacement  for such a talented team member  

—  no small feat  when skilled pro fessionals are in high demand, as they 

are today —  but  you also have to  consider the impact  this departure wil l 

have on the rest  of your staff.  Whenever  someone walks out  the door, 

people not ice,  and some will start  wonder ing if they should fo llow suit .  

That 's why emplo yee retent ion should be on every company's radar.  In 

fact ,  creat ing effect ive employee retent ion st rategies is  one o f your most  

important  jobs as a manager.  

1.2 Objectives and Research Methodology  

Objectives of Study  

1.  Examine the scenar io o f Human Resource Management  (HRM) in 

Indian IT companies.  

2.  Ident ify the emerging t rends in HRM in IT sector.   

3.  To find out  the major cha llenges being faced by the HR department  

with respect  of Emplo yees’ at t rit ion in  IT companies.  
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Research Methodology  

Research methods can be classified in different  ways, the most  commo n 

dist inct ion is between the quant itat ive and the qualit at ive approaches 

(Myers,  2007
1
).  Quant it at ive approaches were or igina lly used while 

studying natural sciences like:  laboratory exper iments,  survey methods 

and numerical methods. A qua litat ive study is used when the researcher  

wants to  get a deeper understanding on a specific topic or situat ion. Myers 

(2007)
2
 stated that  the qualit at ive approach was developed in social 

sciences in order to  support  the researcher in studies inc luding cultura l 

and social phenomena. Sources included in the qualitat ive approach are 

int erviews, quest ionnaires,  observat ions,  documents and the researcher’s 

impression and react ions.  The chosen approach is qualitat ive.   

Qualitative research  t ypically takes the form o f in -depth interviews wit h 

a small number o f respondents.  These interviews may be done one 

individual at  a t ime, or in groups.  Individual int erviews have the 

advantages o f providing very r ich informat ion and avo iding the influence 

of others on the opinion o f any one individual.  Individual int erviews are 

very expensive and t ime consuming, however,  and as a result ,  it  is not 

likely that  any one research program will interview large number o f 

individuals.  

1.3 Scenario of HRM in Indian IT companies  

It 's every manager 's nightmare: One o f your best  employees resigns out  of 

the blue.  Right  away, you 've got  a number of chall enges to  tackle.  Not 

only do you have to  find a replacement  for such a talented team member  

—  no small feat  when skilled pro fessionals are in high demand, as they 

are today —  but  you also have to  consider the impact  this departure wil l 

                                                
1 Myers, M. D. (2007), ―Qualitative Research in Information Systems‖, MIS Quarterly, vol. 21 No. 2, 

pp.241-242. 

 
2 Ibid 
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have on the rest  of your staff.  Whenever someone walks out  the door, 

people not ice,  and some will start  wonder ing if they should fo llow suit .  

That 's why emplo yee retent ion should be on every company's radar.  In 

fact ,  creat ing effect ive employee retent ion st rategies is  one o f your most  

important  jobs as a manager.  

Succeeding in your employee retent ion efforts requires you to think about  

things from emplo yees' po int  o f view. All emplo yees are different ,  o f 

course,  and each has unique desires and goals.  But  it 's a safe bet  to 

assume that  virtually all o f them want  to know they are being paid wel l 

and given good benefit s.  They want  to  see that  they are apprec iated by 

their  employer and t reated fair ly.  They want  to  be challenged and excited 

by the job they're asked to do.  

An effect ive emplo yee retent ion program addresses all o f these concerns.  

But  it  also goes beyond the basics.  In fact ,  it 's reasonable to  say that  your 

employee retent ion efforts should start  on a new hire 's fir st  day on the 

job. The t raining and support  you provide from Day One sets t he tone for  

the employee 's tenure at  the company and immediately makes him or her  

think it  was a good cho ice to jo in your firm.  
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Figure 1:  Reasons for Employee Turnover     

Source: ht tp://2012books. lardbucket .org/books/beginning -management-of-

human-resources/s11-retent ion-and-mot ivat ion.html 

 

The Human Resource Management (HRM) function  inc ludes a var iet y 

of act ivit ies,  and key among them is responsibilit y for human resources  -

-  for deciding what  staffing needs you have and whether to us e 

independent  contractors or hire employees to  fill these needs,  recruit ing 

and t raining the best  emplo yees,  ensur ing they are high performers,  

dealing with performance issues,  and ensur ing your personnel and 

management  pract ices conform to var ious regulat ions.   

Act ivit ies also inc lude managing your approach to  employee benefit s and 

compensat ion, employee records and personnel po licies.  Usually small 

businesses ( for-profit  or nonpro fit )  have to  carry out  these act ivit ies 

themselves because they can't  yet  af ford part - or full-t ime help.  However,  

they should always ensure that  employees have -- and are aware o f --  

personnel po licies which conform to current  regulat ions.  These po licies 

are often in the form o f emplo yee manuals ,  which all employees have.  

Human Resources (HR) can inc lude a broad spectrum of specialt ies within 

organizat ions.  Some examples o f specialt ies include recruit ing, payro ll,  

policy, safety,  t raining and development ,  and performance management .  

In smaller  organizat ions,  the HR pro fessional ma y handle all o f those 

spec ialt ies and in larger organizat ions,  each specialt y is  most  likely it s  

own department .   

The India Software Industry has brought  about  a t remendous success for  

the emerging economy. The so ftware industry is  the main component  o f 

the Informat ion techno logy in Ind ia.  Present ly t here are more than 500 

so ftware firms in the country which shows the monumental advancement  
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that  the India Software Industry has exper ienced.  It  is expected that  the 

India Software Industry will generate a tot al employment  o f around four  

million people,  which accounts for 7 per cent  of India 's total GDP, in the 

year 2008.  

Today, the Software Industry in India exports software and services to 

near ly 95 countr ies around the wor ld.  The share o f North America (U.S . & 

Canada) in India’s so ftware exports is about  61 per cent .  In 1999 -2000,  

more than one third of Fortune 500 companies outsourced their so ftware 

requirements to  India.  The Indian so ftware industry consist s of a large 

and growing number o f firms:  Using NASSCOM membership as a  

measure,  the number o f Indian so ftware firms has grown from around 430 

in 1996-97 to over 620 in 1997-98. Many o f these firms entered the 

industry dur ing or just  before t he economic libera lizat ion in 1991.The 

ear ly entrants into the industry,  had close links with computer hardware 

development .  Heeks (1996, p.  69) notes that  Tata Consultancy Services,  

(TCS) was the first  firm to agree to  export  software in return for being 

able to import hardware,  in 1974.  

1.4 Challenges Faced by HRM in I.T Sector 

One of the biggest  challenge facing professionals in human resource 

management  today is t he development  of an effect ive HR strategy that  

aligns with and supports your organizat ion’s short - and long-ter m 

business goals.  But  even as high unemploy ment  persists,  employers are 

st ill facing a shortage of candidates with the r ight  skills  and exper ience to 

fill cr it ical jobs.  To further complicate mat ters,  employee engagement  is  

at  it s lowest  level in years,  put t ing you at  r isk of lo sing cr it ical talent .  

i. Lack of Effective HR Policies Creates a Talent Flight Risk  

A 2011 Mercer report  reveals that  employee engagement  is at  the lowest  

level in years,  with 32 percent  of employees planning to  leave the ir  
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current  jobs.  At  the same t ime, research by Bersin a nd Associates shows 

that  organizat ions with a deliberate and defined process for ident ifying 

high potent ial staff are seven t imes more effect ive at  deliver ing business 

result s.  

ii.  Make Employee Retention a Human Resource Management  

Imperative  

The first  st ep in developing an effect ive Pay for Talent  program invo lves 

ident ifying key staff and cr it ical organizat iona l ro les,  a process that  is  

increasingly be ing addressed through assessment  and calibrat ion.  

iii. Use Compensation Management as an Effective Lever  for Driving 

Business Results  

When it  comes to  compensat ing employees,  you want  to  get  the biggest  

bang for your buck. This means opt imiz ing your compensat ion spend in a 

way that  rewards and incents key employees for performance that  dr ives 

business result s —  past ,  present  and future.  As important ,  you want  to  

make sure you’re compensat ing your workforce fair ly based on clear ly -

defined cr iter ia and benchmarks to help ensure employee engagement  and 

help minimize compliance r isk.  

iv. Putting Pay for Talent into Practice for More Effective Human 

Resource Management  

Since Pay for Talent  integrates many key talent  management  funct ions,  

inc luding talent  assessment ,  performance management ,  succession 

planning, and employee development ,  your organizat ion may or may not  

be ready to implement  a full- scale program r ight  out  of the gate.  
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v. Lay the Groundwork for the Next Generation of Talent  

Management Strategy  

Unlike the t radit ional Pay for Performance model t hat  focuses on 

rewarding employees for past  contr ibut ions,  Pay for Talent  uses 

compensat ion as a key lever across all talent  management  processes to 

dr ive business success.  

1.5 Employee Attrition in IT Companies  

It  is surpr is ing to  know that  the rate of at tr it ion this organizat ion has been 

exper iencing is also 20%. This is also the rate of at t rit ion the industry in  

general has been exper iencing at  present .  An important  reason advanced 

for this higher rate of at t rit ion in this organizat ion has been the change o f 

management  from Siemens to  Autos Origin.  The employees  are not  sure o f 

the new management ,  it s polic ies,  approach to  people,  and the 

opportunit ies the new management  would provide.  

Hence, they are taking the first  opportunity to  get  into another 

organizat ion that  is perhaps equally good as the Siemens has be en. The 

other reasons as revealed by the exit  interviews conducted by the HR 

execut ives from t ime to t ime are as fo llows:  

1.  For Higher Educat ion,  

2.  People are go ing for higher salary outside,  

3.  People are go ing for onsit e opportunit ies,  

4.  Petty reasons,  

5.  health reason,  

6.  Marr iage,  
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7. Locat ion constraint s,  

8.  Accommodat ion problems (housing),  

9. Start ing one’s own business,  

10. Maternity/child care responsibilit ies,  

11. Personal reasons such as elder ly parent  responsibilit ies,  

12. Desire change in fur nct io9n to match one’s interest /abilit ies,  

13. Need for more flexible work schedule,  

14. Lack o f recognit ion for work,  

15. Unpleasant  working condit ions in the company and the department ,  

16. Relat ions –  conflicts with super ior,  

17. Compensat ion,  

18. Poor culture,  

19. Lack o f growth opportunit ies,  

20. Change in field/ industry,  e.g.  FMCG, IT, etc,  and  

21. Was not  consciously looking for a job, got  a better offer.  

It  needs to  be noted that  when an employee decides to  leave his job in one 

organizat ion and jo in  another,  he looks for:  

 

 Better compensat ion,  

 Better designat ion/posit ion,  
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 March/fit  with his interests/abilit ies,  

 Better working condit ions,  

 Better benefits/perks,  

 Better career opportunit ies,  and  

 Better locat ion and Bet ter facilit ies.  

According to  the paper t it led ―Talent  management: A st rategic approach 

towards growth in IT industry‖ 3 it  is  given that  One o f the biggest  

challenges facing companies all over the world is building and sustaining 

a st rong talent  .Not  only do businesses need to  adjust  to  shif t ing  

demographics and work force preferences,  but  they must  also bu ild new 

capabilit ies Execut ives and HR management  have always been focused on 

basic talent  management —acquir ing, hir ing and retaining talented 

employees.   

But ,  to  drive opt imal levels o f success,  business leaders need engaged,  

high-performing employees.  One o f t he crucial element s o f a successfu l 

business is  having the best  people in the wor ld.  It  is a war to  find,  

develop and retain the best  people,  but  it ’s one that  can be won with the 

r ight  too ls at  hand. The purpose o f the paper is to  ident ify what  are the 

factors that  contr ibute for improving work performance o f people by 

managing Human capital in companies.  

According to  the definit ion Talent  management  refers to  the ant icipat ion 

of required human capit al for an organizat ion and the planning to  meet  

those needs.  The field increased in popular it y after McKinsey's 1997 

research and the 2001 book on The War for Talent .  Talent  management  is  

the science of using st rategic HR to improve busine ss value and to  make it  

                                                
3
NamrataMandloi (2014), ―Talent management: A strategic approach towards growth in IT 

industry‖, Research conference on Innovative Business Strategies, SIBM, Pune 
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possible for companies and organizat ions to  reach their goals.  Everything 

done to  recruit ,  retain,  develop, reward and make people perform forms a 

part  of talent  management  as well as st rategic workforce planning. A 

talent -management  st rategy needs to  link to  business to  make sense.  

Employees want  a performance review process that  provides frequent  and 

fact  

-based feedback. A survey o f U.S. employees found that  80 percent  o f 

respondents want  to  change something in their performance r eviews.
4
 

Research also indicates that  employees —especia lly members o f 

Generat ions X and Y —want  feedback  and they want  it  often: weekly,  

monthly,  and quarter ly.  They want  fairness and performance -based 

rewards.
5
 Another study’s findings dispute the gene rat ional dispar it y.  In 

the U.S.,  it  found equal importance and high value placed by 78 million 

baby boomers and 70 million members o f Generat ion Y on recognit ion and 

access to new challenges.
6
 

Managers who do not  provide frequent  feedback are o ften surpr is ed when 

they receive an unexpected resignat ion not ice from a valued emplo yee.  

Receiving feedback and feeling valued as a contr ibutor are cr it ical for  

employee engagement  and retent ion, throughout  the mult igenerat iona l 

workforce.  A study probing the reasons  for emplo yee dis loyalt y on the 

pathway to leaving their job found the top four reasons to  be
7
 

1.  ―Don’t  feel my emplo yer values me‖: 61 percent   

2.  ―Emplo yer does not pay enough‖: 53 percent   

                                                
4
―Taleo Survey Shows that Death and Taxes Can Wait –Job Performance Reviews Are What 

Americans Really Want to Control Now,‖ April 14, 2009. 
5
Taleo Research, ―Harris Interactive Survey,‖ 2008. 

6
Center for Work -Life Policy, ―Bookend Generations: Leveraging Talent and Finding Common 

Ground,‖ 2009. 
7
CareerBuilder.co.uk, ―Harris Interactive Survey,‖ June 2008. 
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3.  ―My efforts are not  recognized or appreciated‖: 46 percent  

4.  ―Not  enough career advancement  opportunit ies‖: 42 percent  

Boost ing sat isfact ion levels with t he performance management  process 

can boost  employee sat isfact ion and engagement  —related dr ivers fo r  

improving talent  retent ion.  

Performance management  should be a process o f ongo ing employee 

evaluat ion and development  in which emplo yee performance, based on 

facts and act ions,  is  regular ly assessed by their  manager and peers in a 

formalized review process.  The review process should provide cr it ical 

feedback on the employee’s  work performance and at tainment  o f assigned 

object ives,  as well as mastery o f core competenc ies and skills  associated 

with the posit ion.  

When the performance management  process is  well designed, it  

encourages managers and employees to talk regular ly about  goals and 

development  plans t hat  can encompass social and unstructured learning 

opportunit ies.  At  best ,  the review process seeks to foster bidirect iona l 

communicat ion between emplo yees and their managers about  their  

performance. Meaningfu l discussions and  clear communicat ion are cr it ica l 

for employee engagement  and retent ion.  

 

Managers should convey what  mat ters by exp laining how the employee’s 

goals align with the department  and organizat ion’s goals using current  

data and feedback. The manager needs a cle ar line o f sight  to  the 

alignment  of goals with business object ives.  

International Journal of Business Administration and Management. ISSN 2278-3660 Volume 7, Number 1 (2017), 
                                           © Research India Publications http://www.ripublication.com 

185



 

Figure2: The alignment  process    Source: Web Image  

The alignment  process relates emplo yee goals with business object ives 

and encourages regular  communicat ion. Some managers avo id impor tant  

conversat ions with team members because they lack the data or 

performance and goal-set t ing informat ion they need to  share with 

employees.  In a paper process,  for example,  valuable feedback from other 

co lleagues o ften is lost  in the e -mail or paper t ra il.  Inadequate,  

nonspecific,  and lack o f current  informat ion puts the manager at  a  

disadvantage. Feedback on performance should be easily captured in a 

talent  management  system to ensure comprehensive and just  performance 

reviews.  

1.6 Conclusion 

To conclude, change is here to  stay, and we need to  understand that  all the 

pract ices t hat  are working today may not  necessar ily work tomorrow. 

Customers’ expectat ions,  market  changes and st rategic dec isions will 

der ive the tools to manag ing the human assets.   
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The management  of people in the IT industry in general has been given a 

significant  importance especially in t he context  of labor scarcity.  The 

management s are more concerned about keeping the employees happy,  

sat isfied and moving in their careers.  The employer s in addit ion to  good 

and at t ract ive salar y packages are providing the employees with severa l 

benefit s,  rewards and mot ivat ing incent ives.   

The total efforts of the managements are aimed at  retaining the 

employees.  In this Chapter,  an at tempt  is  made to  pr esent  the people 

management  dimensions while referr ing to  different  aspects of employee 

management  –  with an overview approach. At  the same t ime, t he efforts 

are also to  take note of the problem of emplo yee at t rit ion and study the 

var ious measures being des igned and implemented to  retain the 

employees.  In conclusion sect ion an at tempt  would be made to  ident ify 

several retent ion st rategies and pract ices o f these companies to  retain 

their employees and examine whether the IT organizat ions have any 

common st rategies for retaining employees.  
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