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Software Industry in India is moving through a phase of rapid growth where competition between the various players has 

intensified. IT sector in India is estimated to have generated US$ 145 billion in revenue during 2015 compared to US$ 

114 billion in 2014, implying a growth rate of 23.22 per cent.  The contribution of the IT sector to India’s GDP increased 

to a mind blowing 9.5 per cent in 2015 from 1.2 per cent in 1998. The top five organizations contribute around 33 per 

cent to the total industry revenue, depicting the market is fairly competitive, with TCS being the leader accounting for 

about 10.1 per cent. Man power is the major resource which defines the core competencies of IT firms. Therefore, most 

of the organizations are focusing the strategic objective of attracting capable employees, developing them in the 

organization, retaining them and maintaining the knowledge they create. For this to happen, HR departments should 

take a more significant role in the organization. With adequate backing from top management, the HR function in 

software companies are trying to bring in innovation in the Human Resource practices to manage the tough competition. 

Even though a lot of literature states about the importance of such practices, research efforts have not been undertaken 

to understand the extent and impact of Innovative Human Resource Practices in India especially in the Information 

technology context. This research tries to focus on defining the link between innovative human resource practices and 

job satisfaction. 400 individuals employed in 20 software firms were considered for the study and data collection was 

done with the help of online questionnaires. Results showed that innovative human resource practices have a strong 

impact on job satisfaction. 
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Introduction 

India is the global leader in information technology (IT) industry, accounting for almost 64 per cent of the 

US$ 122 billion market. IT sector in India is estimated to have generated US$ 145 billion in revenue during 

2015 compared to US$ 114 billion in 2014, implying a growth rate of 23.22 per cent.  The contribution of the 

IT sector to India‟s GDP increased to a mind blowing 9.5 per cent in 2015 from 1.2 per cent in 1998. The top 

five organizations contribute around 33 per cent to the total industry revenue, depicting the market is fairly 

competitive, with TCS being the leader accounting for about 10.1 per cent. Apart from employing about 10 

million people, the industry has led the economic transformation of India and changed the perception of the 

country in the global economy. The Unique Selling Proposition (USP) of India in providing IT services in the 

global sourcing market is all about its cost competitiveness which is approximately 3-4 times cheaper than the 

US. With a lot of global IT firms setting up their innovation centres in the country, India is gaining 

prominence in terms of intellectual capital. The sector is expected to grow at a rate of 11-13 per cent for the 

financial year of 2016-17 and will triple its current annual revenue to reach US$ 333 billion by 2025 

(NASSCOM, 2013).  

Majority of the organizations consider human resources as a firm‟s most important asset. But, critics argue 

that HR is still a cost center for the organizations and a liability. This is because of the inability of the 

department to channelize the HR activities towards developing the features of the firm‟s human resources that 

can affect the strategy of organizations. The VRIO (Value, Rareness, Imitability and Organization) model 

(Barney, 1995) is one of the most important approaches that states ways to achieve sustainable competitive 

advantage through human resource. First, the HR department has to prove that it creates value for the 
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organizations. Second, HR executives should bring the „rare‟ factor in the talent they recruit to drive the 

strategic decisions. Third, HR department should develop and nurture features of the organization‟s human 

resources that cannot easily be imitated by competitors. Finally, for providing a source of sustained 

competitive advantage, the organization must be organized to exploit the resource. With special reference to 

information technology sector, most research has been done to identify the antecedents of employee turnover 

whereas few works have focused on employee retention through human resource practices (Budhwar et al., 

2006) and talent management (Becker & Huselid, 1999). 

 

Literature Review 

Innovative human resource practices (IHRP) 

Organizational change literature has categorized innovation as a unique kind of change. There is a very thin 

line between change and innovation. Experts have defined change as any modification in structure, process or 

outputs of an organization. Any change that is new to a particular firm can be considered as innovation. 

According the operationalization of the present research, innovative HR practices includes new concepts, 

programmes or practices related to human resource function (Roger & Blenko, 2006). Because of the 

spiralling economic demands, there is too much pressure on human resource function to project the ways in 

which it brings value addition to the sustainable growth of the organization. Majority of the theoretical 

frameworks in the past have questioned the significance of HR function for organization's long term success 

because of it's reactive and administrative nature (Drucker, 1954; Lundy, 1994; Legge, 1978). Apart from that, 

a typical theoretical perspective to HRM has made it difficult in the past to establish on how the function 

could actually influence strategic goals (Wright & McMahan, 1992). 

There has been a surge in the significance of human resource function in the past few decades. Many 

researchers have come up with adequate literature support showing link between innovative HR practices and 

various indicators of organizational effectiveness (Barney, 1991).Researches have proved that apart from 

resulting in tangible organizational outcomes, HRM innovations results in innovative solutions (Ichinowski et 

al., 1996). According to a popular definition of innovative HR practices, it is considered as a planned 

introduction and application of any new ideas or systems built to change employee behaviors with the 

objective of enhancing firm's performance (Mac Duffie, 1995). This study operationalize innovative HR 

practices as the extent to which the significance, introduction and satisfaction of these practices as perceived 

by employees of IT organizations. Organizations face real challenge in implementing and maintaining 

innovative HRM programs. Also, there are still lots of grey area about the success and failure rate of 

innovation initiatives in HR department. Although majority of the organizations embrace these practices, they 

fail to evaluate their effectiveness. Even though these practices are implemented with the objective of 

influencing employee attitude and behaviors, they usually fall short of expectation of top management. 

Job Satisfaction 

It is an widely accepted fact that job satisfaction is one of the most researched variables in the area of 

Industrial and Organizational Psychology (Visser & Coetzee, 2005; Coetzee, 2004; Buitendach & De Witte, 

2005). The reason behind this great focus give to this variable can be narrowed down to three factors. Firstly, 

in a highly competitive market where optimal performance is necessary for survival, job satisfaction of 

employees becomes a crucial component that haunts the top management. Even though there have been 

conflicting results on the relationship between job satisfaction and performance, it is an accepted fact that job 

satisfaction factors do influence the amount of satisfaction that employees derive and eventually, their job 

performance (Chambers, 1999; Schleicher, et al., 2004). Second, there is a strong correlation between job 

satisfaction and withdrawal behaviors such as turnover, absenteeism, psychological distress and tardiness 

(Lease, 1998; Organ, 1991; Price & Mueller, 1981; Scott & Taylor, 1985). The third reason for researchers 

giving so much importance to job satisfaction is because of a statement given by Kreitner and Kinicki (1992). 

They argued that job satisfaction has a big impact on employees working in organization and its connection 

with both physical and psychological wellbeing of individuals (Landy, 1989; Vecchio, 1988).  



  
 
 

 
 

28 Manu Melwin Joy, Femina Sidhique 

 

International Journal of Engineering Technology Science and Research 

IJETSR 

www.ijetsr.com 

ISSN 2394 – 3386 

Volume 3, Issue 12 

December 2016       

Research done by Locke (1976) highlighted the most common outcomes of job satisfaction in terms of its 

effects on physical health, longevity and psychological health. Sousa-Poza & Sousa-Poza (2000) affirmed that 

job satisfaction is one of major antecedents of general well being which alone provides a strong case for the 

importance of studying job satisfaction. Aamodt (1999) defined job satisfaction as an attitude that employees 

have towards their jobs. Greenberg and Baron (2000) further elaborated on the concept and argued that job 

satisfaction is an employees‟ positive or negative attitude toward their jobs. According to Hirschfeld (2000), 

job satisfaction is the degree to which individuals like their jobs. Moorhead & Griffen (1998) extended the 

definitions given by previous authors and stated that job satisfaction is a positive attitude held by employees, 

while job dissatisfaction happens when this attitude is negative. Dipboye, et al., (1994) defined job satisfaction 

as an attitude and elaborating that attitude remains relatively stable and is formed mainly by interpersonal and 

social processes in the working environment. 

 

Research Methodology 

The current research has employed descriptive methodologies in the study. The study tries to explore the 

impact of Innovative Human Resource Practices on Job Satisfaction in IT firms. 400 employees working in 20 

IT firms were selected as the sample for carrying out the study. Questionnaire was forwarded to respondents 

through e-mail and full anonymity of the shared data was assured to them. For measuring innovative human 

resource practices, a questionnaire developed by Tanuja Agarwala (2003) was employed. Job satisfaction was 

measured using the six item questionnaire developed by Brayfield & Rothe (1951). Out of the 400 

respondents, 234 were men and 168 were women. An exclusion criterion was used to eliminate people with 

less than two years of work experience in their respective firms. Multiple regression analysis was used for 

analyzing the collected data. The period of data collection was from June 2015 to October 2015. 

Impact of Innovative Human Resource Practices on Job Satisfaction 

Multiple regression analysis was used to find out the positive relationship between innovative human resource 

practices and job satisfaction.  

 H1 – Innovative human resource practices have a positive impact on job satisfaction. 

The null hypothesis that innovative human resource practices have no positive impact on job satisfaction was 

tested using statistical tools.  

Table 1 Multiple regression analysis results on innovative human resource practices and job satisfaction 

Variable Beta value Std Error P value 
Average Full 

Collinearity VIF 
R

2
 

IHRP 0.345 0.031 0.001* 1.229 -0.411 

 

It is evident from the analysis that innovative human resource practices have a positive impact on job 

satisfaction with a beta value of 0.345 and R
2 

value of -0.411. Therefore, all the values obtained from the 

analysis support the hypothesis that innovative human resource practices have a positive impact on job 

satisfaction. Hence H 1 is accepted.  

 

Findings and Discussion 

The above results shows that innovative HR practices is having a strong positive impact on job satisfaction 

exhibited by employees working in IT sector. The hypothesized relationship between dependent and 

independent variables were well supported by data analysis. Therefore, the main assumption stating the strong 

impact that innovative HR practices have on job satisfaction as a whole was proved statistically. There is 
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enough literature support for the relationship between innovative human resource practices and job 

satisfaction. Empirical research carried out in different industries have shown that innovative human resource 

practices that leads to higher levels of job satisfaction (US Department of Labor. 1993), better organizational 

culture (Huselid, 1995), positive job setting (MacDuffie, 1995) good recognition of individuals (Milman, 

2003) and increase willingness of employees to stay in the organization. Also, many researchers have argued 

that employees who have a positive feeling towards work hours, job satisfaction and organizational 

commitment are more likely to stay with their current company (Milman & Ricci, 2004). Career advancement 

opportunities along with confirmed to upward mobility can reduce attrition rates and lead to better 

organizational commitment (Cho et al., 2006). Many researches have addressed the effect of these factors on 

turnover and retention of talented and valuable employees (Shaw et al., 1998; Walsh & Taylor, 2007). 

 

Conclusion 

The field of industrial psychology has a exhaustive history connected to the research of human resource 

practices and job satisfaction. Some of this researches are very accurate and are targeted mainly at other 

experts, while other studies provide practical insights on understanding employee attitudes. IT firms facing 

tough competition from the other players in the industry in the form of employee pouching and they should 

adopt innovative human resource practices to enhance job satisfaction and therefore increase employee 

retention. In future, experts could investigate the domain of attitudinal research to have a clear understanding 

of the different internal and external factors those affecting employee attitudes. Greater insights on the 

association between job satisfaction and organizational performance will help HR professionals as they strive 

to enhance the essential human side of the business in a highly competitive, global arena. 
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