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ABSTRACT 

In highly competitive business world, it is important for any organization to attract, develop and retain the most 

important human resources. The biggest challenge for HR managers is how to retain the present talent and stop 

them from quitting. Talent management helps to motivate the intellectual capital that can provide competitive 

advantage. Talent attraction, talent development and talent retention are three important aspects of talent 

management.  Talent management requires strong executive support, along with systems and processes all 

directed towards the right talent doing the right work at the right time. The purpose of this study is to determine 

the relationship between talent management practices and psychological contract of employees. A sample of 

200 respondents from the IT industry was interviewed using the questionnaire. The sample consists of 

employees from different designation levels like software engineer, senior software engineer and team leader. 

Research results confirm the relationship between talent management practices and psychological contract of 

employees. By understanding the relation between the variables the organization need to implement talent 

management strategies to build employees psychological contract which leads to strong sense of belongingness 

and loyalty. 
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I. TALENT MANAGEMENT IN IT SECTOR 

The Indian Information Technology industry is one of the biggest IT players in modern business world. The 

English speaking techno-savvy manpower and cost effective software development options in India has been the 

major factors for the growth of IT sector. The sector generates about 2.5 million direct employments to technical 

talent. Due to abundant job opportunities it becomes a major challenge for IT companies to retain their talent. 

Talent Management as a strategic move to achieve competitive advantage and organizational excellence in the 

globalized business scenario. Talent Management strategies leads to organization’s success and helps to cope up 

with talent shortage to become winner in talent war. 

The employer and employees relationship in organisation have implications for the attraction, motivation and 

retention of talented employees (Turnley & Feldman, 2000). Growing international competition, de-
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regularization and globalization of markets require organizations to become more flexible in order to increase 

their productivity. This has reduced the job security of employees at all levels in the organization (King, 2000). 

Hence, the purpose of the study is to identify the relationship between psychological contract on talent 

attraction, talent development and talent retention, which is a crucial concern in the competitive business world.  

 

II. LITERATURE REVIEW 

Cappelli (2001) stated that employees are difficult to retain because they give more importance for their career 

development rather achievement of organizational goals and being loyal to the organization which results in 

increased rates of voluntary turnover .Retention management  refers to the portfolio of HR practices that 

organizations develop to reduce voluntary turnover rates. 

  Morton (2005) stated that Organizations that have declared their commitment to talent management, a sense of 

“passion”, and “pride” can be found amongst those responsible for its implementation. 

According to Lewis and Heckman’s (2006) Talent Management comprises of three different conceptions which 

are as follows a) a collection of typical human resource department practices, b) the flow of human resources 

throughout the organization, and thirdly c) sourcing, developing and rewarding employee talent.  

Joel alemibola, elegbe ( 2012) highlighted that Talent management practices in IT industry such as Workforce 

planning, recruitment, on boarding new hires, training and development, coaching, employee engagement, high 

performance development, rewards and recognition, succession planning, record keeping reporting and analysis, 

culture and values plays significant role in attracting, developing and retaining talent. 

 

2.1 Objectives of the Study 

1. To assess the employee opinion about talent attraction, talent development and talent retention practices in 

organisation. 

2. To know the extent of psychological contract build by employees with organisation. 

3. To find out the relation between talent management practices and employees psychological contract. 

4. To suggest talent management strategies to attain competitive advantage. 

 

2.2 Hypotheses Testing 

H1: Talent management practices shows impact on employee psychological contract. 

H2: Talent development influences employee psychological contract. 

H3:  Talent retention helps to build psychological contract of employees. 

 

III. RESEARCH METHODOLOGY 

The Research study is descriptive in nature. The questionnaire was designed to collect the responses of the 

employees who are working in various selected IT companies. The questionnaires were distributed to 250 

employees. Out of which 200 responses were received. The sample consists of various categories of employees 

which includes software engineer, senior software engineer and team leaders.   The questionnaire consists of 

three sections. The first section consists of demographic profile of respondents. The section two consists of 
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questions related to Talent attraction, Talent development and Talent retention. The third section consists of 

questions related to employee psychological contract. The respondents were asked to rate their opinion on Likert 

five point scale with the options of  5-Strongly agree, 4- Agree, 3-Neutral, 2-Disagree and 1 – Strongly disagree. 

 

IV. RESULTS & DISCUSSION 

The data was analyzed using IBM SPSS 21 version. First the data was tested for reliability by determining 

Cronobach’s alpha which is 0.844.  

The sample size was 200 employees from selected IT companies. Out of this 55.5% of respondents were males 

and 44.5% were females. Around 36.5% of employees belonged to the age group of 21 - 25 years and 44.5% 

percent of employees in the age group of 26-30, 17.5% of employees are in the age group of 31-35, 1% is in the 

age group of 36-40 and remaining are in the age group of 41-45.  39.5% of respondent’s income level in the 

range of 3-6 lakhs per annum, 35% is in the range of 6-9 lakhs, 22% in the range of 9-12 and remaining 7% in 

the range of 12-15 lakhs per annum. 

Table.No:1 Total Sample size= 200 

Demographic Profile of Respondents 

Variable Profile No. of Respondents Percentage 

Gender 
Male 

Female 

111 

89 

55.5 

44.5 

Age 

21-25 

26-30 

31-35 

36-40 

41-45 

73 

89 

35 

2 

1 

36.5 

44.5 

17.5 

1.0 

0.5 

Annual Income 

(in Lakhs) 

3-6  

6-9  

9-12  

12-15  

79 

70 

44 

7 

39.5 

35.0 

22.0 

3.5 

Table.No:2 

 

 

Descriptive Statistics of Variables and reliability measures 

Variable No. of items Mean S.D. Cronobach’s alpha 

Talent Attraction 7 3.55 0.613 0.725 

Talent Development 6 3.51 0.619 0.731 

Talent Retention 13 3.53 0.451 0.797 

Psychological contract 8 3.69 0.618 0.829 
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V. TALENT ATTRACTION 

The reliability measure of Talent attraction dimension is represented as 0.725.  In IT company’s talent 

identification and attraction strategies are helpful to get right person to the right job at right time with right 

skills.  The respondents agreed that talent attraction measures enable IT companies to attract talent with mean 

score of 3.55 and standard deviation of 0.613. Talent attraction can be possible with employer branding in 

competitive business environment. 

 

VI. TALENT DEVELOPMENT 

The reliability measure of Talent development dimension is represented as 0.731. In IT companies due to rapid 

technological changes it requires continuous learning and development environment to meet organisational 

requirements. Respondents agreed that technical knowledge development and up gradation is key talent 

management driver in IT companies with mean score of 3.51 and standard deviation of 0.619. 

 

VII. TALENT RETENTION 

The reliability measure of Talent retention dimension is represented as 0.797. Retention of talented employees 

has become a strategic business challenge and critical driving force of corporate performance. Employee 

retention has become a serious and complex problem for all organizations. Respondents agreed that retention 

strategies like rewards, recognition, remuneration, performance management plays major role in talent 

management with the mean score of 3.53 and standard deviation of 0.451. 

 

VIII. PSYCHOLOGICAL CONTRACT 

The reliability measure of Talent retention dimension is represented as 0.829. Understanding and effectively 

managing psychological contract will help organizations thrive, but these needs to be clear agreement on the 

contributions that the employees make and employers expect. The respondents agreed that effective 

management of psychological contract results in increased job performance, lower staff turnover and higher job 

satisfaction for both the employee & employer with the mean score of 3.69 and standard deviation of 0.618.     

 

RESULTS OF HYPOTHESES TESTING 

Correlations 

 PC TR TM TD 

PC 

Pearson Correlation 1 .619
**

 .423
**

 .202
**

 

Sig. (1-tailed)  .000      .000 .002 

N 200 200 200 200 

**. Correlation is significant at the 0.01 level (1-tailed). 

PC - Psychological contract, TM - Talent management, TD - Talent development, TR - Talent 

retention 
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H1: Talent management practices shows impact on employee psychological contract. 

The impact of talent management on psychological contract of employees is measured through correlation. 

Results of correlation stated that there is a positive relationship between talent management and psychological 

contract with r-value of 0.423 and significant at 0.01 levels with p-value of 0.000 one tailed.  H1 is accepted. 

 

H2: Talent development influences employee psychological contract. 

The influence of talent development on psychological contract of employees is measured through correlation. 

Results of correlation stated that there is a positive relationship between talent development and psychological 

contract with r-value of 0.202 and significant at 0.01 levels with p-value of 0.000 one tailed.  H2 is accepted. 

 

 H3:  Talent retention   helps to build strong psychological contract of employees. 

Talent retention helps to build strong psychological contract of employees is measured through correlation. 

Results of correlation stated that there is a positive relationship between talent management and psychological 

contract with r-value of 0.619 and significant at 0.01 levels with p-value of 0.000 one tailed.  H3 is accepted. 

 

IX. RECOMMENDATIONS 

 

Effective Talent Management program is a golden boat to flow easily out of the ocean of competition. It can 

also be defined as a dynamic, ongoing process of systematically identifying, assessing and developing talent for 

future critical roles to ensure continuity and optimal organizational performance. Talent Management strategies 

helps to increase productivity by fostering the improvement processes for attracting, developing, retaining the 

talent   to meet current and future business needs. IT companies may need to implement   unique talent 

management practices as follows: 

 

1. HR managers need to focus on psychological contract which is helpful to develop positive attitude of 

employees towards organizations.  

 

2. IT companies need to take necessary measures to enhance its employer branding for name recognition and 

brand attraction and should fill its talent pipeline by combining global branding activities with domestic 

efforts. 

 

3. It companies may create healthy work environment which promotes collaborative and participative work 

culture where effective performers are motivated and rewarded. 

 

4. Effective performance management system promotes regular review and evaluation of existing employee’s 

competences to identify talent shortage.  Performance plan can be developed for enhancing employee skills 

to meet talent demand both internally and externally. 
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