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ABSTRACT
The strategic human capital has become a key factor of organizational innovation, organizational
competitiveness and sustainable performance in the knowledge intensive economies. Companies
are realizing that talent management, skill, and engagement of employees are the key aspects to
build an innovation potential and sustainable value-generating. This paper examines strategic
human capital in facilitating innovation and then narrows down on the mediating factors or talent
retention and its contribution to the performance of an organization. The study utilizes a
combination of the human capital theory, resource-based view and human strategic perspective
relying on empirical results of the recent studies in various industries, such as manufacturing,
banking, tourism, healthcare sector and technology-based investment sectors. The study will use
a quantitative research design to look at the connections between strategic human capital practices,
outcomes of innovation, retention of talents and organizational performance. Managerial and
professional employees are surveyed with structured tool instruments and statistical methods like
the structural equation modeling method are used to test the hypothesis. These results indicate that
strategic human capital is a very important driver of innovation performance and the results of an
organization, and talent retention is a very important mediating variable. The research is
theoretically and practically relevant in that it indicates the strategic value of having competent
workers so as to maintain the innovation and performance in the dynamic business world.
Keywords: Strategic Human Capital, Innovation Performance, Talent Retention,
Organizational Performance, Strategic HRM

1. INTRODUCTION:
The modern knowledge-based economy is also putting a
greater strain on organizations to be innovative, adaptive
and maintain competitive advantage in the fast-changing
technology and globalization. Human resource has been
made a key strategic factor as skills, knowledge,
innovativeness and dedication of employees are direct
determinants of innovation and organizational success
[15]. Strategic human capital is the planning of the
organizational objectives based on the human resource
practices to improve the value creation and
competitiveness in the long term. In comparison with the
conventional HR practices, strategic human capital
focuses on talent development, retention, and engagement
as an engine of innovation capacity and organizational
performance [3]. The concept of innovation has ceased to
be an exclusive operational mandate of the research and
development department and is rapidly gaining traction
relying on cross-functional interaction, organizational
learning and initiatives by employees [11]. Employees
become carriers of knowledge and innovation agents the
retention of which is crucial to supporting the memory of
organizations as well as the continuity of innovation.
Employee turnover may lead to derailment of the
innovation processes, rise in the costs of recruitment and
deteriorate organizational performance [25]. As such,
talent retention has taken a strategic value to any
organization that finds a way of converting human capital

investment in organizations into real innovation and
performance results.
Recent empirical work notes both the increased roles of
strategic HRM practices such as training, performance
management, leadership development and knowledge
sharing systems, in building innovation and agility in
organizations [5], [17]. Nevertheless, there are still
loopholes in the comprehension of how strategic human
capital can affect innovation in terms of retaining talent
and the impact of such relations on a general
organizational performance. This paper resolves this gap
by analyzing how strategic human capital can be used to
drive innovation, talent retention as a mediating factor
and organizational performance being one of the potential
outcomes. The study can be included in the strategic
approach of organizations to human capital by
incorporating the experiences and approaches of various
industries and theoretical studies to gain profound
knowledge on the ways organizations can capitalize on
human capital to develop sustainable innovation and high
performance.

2. RELATED WORK
The strategic human capital and innovation literature has
in fact broadened in recent years as employees are
considered as important sources of competitive
advantage. Human capital theory assumes that
expenditure made on education, training, and skill
development are beneficial in improving individual
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productivity and organizational performance [25]. On the
basis of this, the resource-based view points out that
valuable, rare, imitable and unsubstitutable human
resources play a role in prolonged competitive advantage
outcomes and innovation [15]. A number of studies point
out positive interaction between HR strategic practices
and organizational innovation. As shown by Agha Haval
Nazhad et al. [3], organizational innovation is positively
affected by training, empowerment and performance
appraisal practices by the human capital and all these are
mediated by human capital. On the same note, Al-Faouri
et al. [5] conclude that smart HRM practices boost the
connection between technology use and innovation
performance highlighting the strategic position of human
capital in digital transformation situations.
Talent retention has become an important tool connecting
human capital and innovation and performance. Jimoh
[25] underlines that with the right talent management
practices, such as career development and employee
involvement, turnover intentions will decrease, and
organizational resilience will be strengthened. In the
services industries, Hung-Tai Tsou et al. [21] reveal that
soft HRM practices promote service innovation and
performance through employee commitment and
employee retention. These results indicate that keeping of
talented workers allows organizations to keep a
knowledge stream and be innovative.
Organizational learning and knowledge management are
also critical in the process of tapping into the human
capital to create innovation. According to Alharbi and
Aloud [6], the knowledge management processes have a
considerable impact on improving the performance of the
service industry, whereas the results of Founès and
Boudabbous [17] indicate that the correlation between
HR practices and organizational innovation is mediated
by knowledge sharing. Moreover, Alzghoul and
Aboalganam [9] emphasize the interaction between
intellectual and human capital in improving performance
in a university and this helps to see the strategic value of
knowledge retention. The effectiveness of strategic
human capital initiatives is also determined by the
leadership and organizational culture. As it was shown by
Ferede et al. [16], change management and performance
are conditioned by strategic leadership and their
responsibility, knowledge management, and
organizational culture. Georgios et al. [18] present a
notion of Leadership 4.0, which puts an emphasis on
adaptive leadership capabilities that are necessary in order
to exploit human capital through digitally transformed
organization. Such studies highlight the fact that
leadership congruence is critical in converting human
capital to the outcome of innovation.
HR practices that are oriented towards sustainability have
become more visible in the literature. Abad et al. [1] and
Bindeeba et al. [13] emphasize the contribution of the
green HRM practices to the enrichment of innovativeness
and sustainability performance. Christina et al. [14]
summarize the evidence that sustainable HRM enables
corporate sustainability due to the engagement of the
employees and their development of long-term
capabilities. These results demonstrate that strategic
human capital is not confined only to economic

performance but it also covers environmental and social
innovation. Although these improvements have been
made, there is paucity in empirical strategies of
integrating strategic human capital, retaining talents,
innovation and organizational performance. There is a
gap in the literature of understanding the holistic
processes, in which human capital spurs innovation and
performance at the organizational level as isolated studies
have been done in specific areas or on particular sectors
[11], [20]. This gap is closed as the study generates and
empirically validates a holistic framework which connects
strategic human capital with innovation and
organizational performance by retention of talents.

3. METHODOLOGY
3.1 Research Design
The research design used in this study is quantitative,
explanatory research in order to determine how strategic
human capital, innovation performance, talent retention,
and organizational performance relate to each other. The
explanatory design suits in testing causal effects and
empirically proving the hypotheses of theoretical patterns
based on earlier studies [15]. The survey methodology
used was cross-sectional survey, and thus to be able to
describe the current organizational practices and
perceptions of employees, it was necessary to gather data
at one point which would encompass the current state of
organizational practices. The method is common in
strategic human resource management and research on
innovation because it is efficient and it can be utilized to
aid multivariate statistical analysis [3]. The participants
that were used in the study are in a wide range of
industries, and they include manufacturing, services,
banking, and technology-prone organizations. External
validity is improved by the inclusion of various sectors
and the findings now can be generalized. The research
design incorporates the strategic HRM and innovation
understanding to guarantee compliance with the modern
empirical research on human capital as a strategic
organizational resource [11].
3.2 Sample and Data Collection
The target population is made up of managerial and
professional workers who are actively engaged in
strategic decision-making, activities, and human resource
practices that are related to innovation. The decision to
include these respondents was based on their first-hand
experience with strategic human capital programs and
performance results within the organizations. The type of
sampling was stratified random which was certain to
achieve proportional representation of accolades at the
various levels of the organization and at the industry
sector. A structured questionnaire was used in order to
maximize participation by collecting data using the
electronic and in-person method. The questionnaires were
administered to 420 participants with 356 out of the total
number of respondents filling valid questionnaires, the
response rate is 84.8%. This is a better response rate when
compared to the minimum thresholds that are advocated
in multivariate statistical procedures and justifies the
strength of the empirical analysis [20].
3.3 Measurement Instruments



How to cite : Sheetal Jain , Ishpreet Kaur Saini, Navneeta Shiwani: The Role of Strategic Human Capital in Driving Innovation: A
Study on Talent Retention and Organizational Performance Advances in Consumer Research. 2026;3(1): 1119-1125

Advances in Consumer Research 1121

Validated scales were used to measure all constructs of
the study, which has been previously based on empirical
research. Eight items that measured training intensity,
skills development, leadership support and knowledge
sharing practices were used to operationalize strategic
human capital [3], [25]. Six items that incorporated
measures of employee commitment, employee perceived
career development opportunities, and turnover plans
were used to measure talent retention [21]. The actual
performance of innovation was evaluated based on seven
items referring to the output of product, process and
service innovation [11], [17]. The six indicators that were
used to measure organizational performance include
those of non-financial aspects like productivity,
competitiveness, and operational efficiency, and those of
financial aspects [15]. All the items were evaluated on a
five-point Likert scale between 1 (strongly disagree) and
5 (strongly agree). Internal consistency was also high as
the reliability analysis showed that the Cronbach alpha
values were higher than the recommended value of 0.70.
Table 1: Construct Measurement and Reliability

Construct Number of
Items

Cronbach’s
Alpha

Strategic Human
Capital

8 0.89

Talent Retention 6 0.86

Innovation
Performance

7 0.88

Organizational
Performance

6 0.90

3.4 Data Analysis Techniques
Statistical software packages were used in data analysis.
Various characteristics of respondents and distribution of
variables in the survey were summarized using descriptive
statistics. To estimate construct validity, the confirmatory
factor analysis was used. Structural equation modeling
has been used to test established relationships and
mediation effects as it allows the simultaneous estimation
of complex relationships and measuring error [20].
Table 2: Hypothesized Relationships

Hypothesis Relationship

H1 Strategic Human Capital →
Innovation Performance

H2 Strategic Human Capital → Talent
Retention

H3 Talent Retention → Organizational
Performance

H4 Talent Retention mediates
SHC–Performance

IV. FINDINGS AND DISCUSSION
4.1 Descriptive and Measurement Model Results
The descriptive analysis presents a preliminary
impression of the respondents based on their perception
of strategic human capital, talent retention, performance
on innovation and organizational performance. The
findings have shown that the respondents on the whole
believe that their organizations are hugely invested in
strategic human capital practices, especially when it
comes to issues of employee training, leadership support,
and knowledge-sharing mechanisms. The average score
of strategic human capital (4.12) indicates solid focus on
the development of capabilities and alignment of human
factors with the organizational strategy, which agrees
with the previous study about strategic capability of
human capital in performance improvement [15].

Figure 1: “Strategic Human Resource Management in the
Digital Era”
On talent retention, the mean score is also relatively high
(3.98) indicating that the personnel consider the
organizational initiatives of career development,
engagement, and long-term employment relationship as
effective. The mean in the case of innovation performance
is 4.05, and this means that the organizations view
themselves as being active in product, process, and
service innovation. The mean score of organizational
performance is the best (4.10) based on positive
indications of organizational performance on the basis of
productivity, competitiveness and operational
effectiveness.
The value of standard deviation of all variables is below
1.0, meaning that there is a reasonable variability and
consistency of all the responses. These findings indicate
that there should be homogeneity in perceptions among
the sample, which makes the consequent inferential
analysis stronger. Confirmatory factor analysis (CFA)
was also done to further authenticate the measurement
model. The results of CFA show a decent model fit
indices
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and therefore convergent and discriminant construct
validity. The scale of the factor loadings is beyond the
required level to ensure reliability of measurement scales
and alignment of measurement scales to given empirical
standards [15].
Table 3: Descriptive Statistics

Variable Mea
n

Std.
Deviation

Strategic Human Capital 4.12 0.63

Talent Retention 3.98 0.71

Innovation Performance 4.05 0.66

Organizational
Performance

4.10 0.59

On the whole, it is possible to state that the obtained
results of the descriptive and measurement models prove
the appropriateness of the dataset to be the subject of
structural model analysis and hypothesis testing.

Figure 2: “Strategic Human Resource Management
Practices on Competitive Advantage Sustainability”
4.2 Structural Model Results
Structural equation modeling was used to test the
hypothetical connections between strategic human
capital, innovation performance, talent retention and
organizational performance. The findings indicate that
there is a strong and statistically significant positive
correlation between strategic human capital and
innovation performance thus proving the Hypothesis H1.
A path coefficient (= 0.48, p <0.001) suggests that when
these two variables are in harmony as far as human capital
strategies are concerned, then it is better placed for
organizations that tend to produce more innovative
results. This observation is in line with other studies that
have characterized the significance of HRM practices in
stimulating creativity, learning, and capability of
innovative processes [3], [5].

Moreover, strategic human capital is also shown to
manage a strong positive impact on talent retention,
which confirms Hypothesis H2. The path coefficient (=
0.52, p<0.001) indicates that investments in employee
development, support in leadership and knowledge
sharing environments would improve employee
commitment and turnover intentions. This supports the
contention that strategic HR practices are important in the
retention of skilled workers hence protecting
organizational knowledge and capabilities [25].
Talent retention also shows a strong positive correlation
with the performance of an organization ( = 0.46, p =
0.001), which confirms Hypothesis H3. This finding
shows that organisations that can retain talent record high
performance outcomes since retained workforce brings
with them accrued experience, effectiveness and
innovation-oriented behaviours. The results are in line
with the previous empirical data of explaining the
performance advantages of stable and committed
workforces [21].
Table 4: Structural Path Coefficients

Path Coefficie
nt

Significanc
e

SHC → Innovation 0.48 p < 0.001

SHC → Retention 0.52 p < 0.001

Retention →
Performance

0.46 p < 0.001

Taken together, the structural model results provide
confirmation of the theoretical assumptions underlying
the study and high explanatory power.
4.3 Mediation Analysis
A mediation analysis through bootstrapping procedures
was used to test mediating variables of talent retention.
As the results prove, talent retention is a partial mediator
between strategic human capital and organizational
performance and proves Hypothesis H4. The direct
impact of strategic human capital on organisational
performance is great, in which case, strategic human
capital has an independent outcome on organisational
performance. Nonetheless, the fact that a significant
indirect effect has been created by way of retention of
talent indicates that retention enhances and intensifies
such a relationship.
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Figure 3: “Strategic Human Resource Management”
The value of the indirect effect (0.24) shows that there is
a significant proportion of performance influence of
strategic human capital that goes through improved
employee retention. The overall impact (0.55) accentuates
the impact of direct and indirect routes. According to
these findings, although the strategic human capital
initiatives enhance the performance directly to the degree
that they advance the skills and capabilities, their success
is greatly effective when the organizations manage to
maintain the resources of human capital successfully.

Table 5: Mediation Effects

Effect Type Value

Direct Effect 0.31

Indirect Effect 0.24

Total Effect 0.55

These findings of the mediation are consistent with the
literature that has highlighted the importance of
knowledge continuity, employee commitment, and lower
turnover in maintaining organization performance [21],
[17].

Figure 4: “Human Capital Management Strategy”

4.4 Discussion
The results indicate that human capital is strategic to
support innovation and organizational performance.
Companies that invest in development and leadership
behaviors of employees, and also on structured knowledge
management systems are more likely to contribute to
innovation and competitive advantage of an organization
[11], [15]. Strategic human capital does not only make
the organization innovative but also creates stronger
employee commitment towards the organization, which
is consistent with long-term performance. Talent retention
becomes one of the critical processes which enhances the
value of strategic human capital. A company is not
wasting the time when it employs competent workers as
it preserves the tacit knowledge, enhances the efficiency
of the collaboration, and maintains the flow of innovation.
It is especially true in dynamic and knowledge intensive
settings where employee expertise is the core of
innovation-based growth [25]. The results also highlight
the importance of incorporating sustainability and digital
transformation implications in the strategies of human
capital. The literature reviews of green HRM and AI-
based HR practices imply that the innovation performance
rates in the future will be increasingly predetermined by
the ways in which organizations manage to harmonize
human capital and technological progress and
sustainability targets [1], [13], [23]. On the whole, the
findings will be a solid empirical basis of a holistic view
on strategic human capital management that makes talent
retention a crucial channel to innovation-oriented
organizational performance.

4. CONCLUSION
This paper explored the connections between strategic
human capital and innovation and organizational
performance with a closer consideration to the moderating
effect of talent retention. Based on the empirical data and
the theoretical frameworks, the findings prove that
strategic human capital is a great contributor to the
innovation performance and leads to the high
organizational results. Talent retention is playing a
reasonable mediating role implying the benefits of human
capital investments can be optimized in case the
organizations manage to keep the skilled and committed
staff. The research makes contributions to the body of
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literature by combining the perspectives of strategic
HRM, innovation and performance within a composite
model. It offers empirical data to support that talent
retention is neither an HR deliverable nor a strategic
process that only allows an organization to maintain an
innovation ability. To the practitioners, the results put
emphasis on the need to align the human capital strategies
with the innovation goals based on the continuous
learning, development of leaders, and employee
engagement programs. On a managerial level, to avoid
losing key skills and drive innovation, organizations
ought to be more preoccupied with retention-oriented HR
initiatives and strategies, including career development,
enabling leadership, and knowledge-sharing systems. The

influence of sustainability and digital transformation as
key factors in the future of human capital planning should
also be taken into account by policymakers and leaders of
organizations. Although it has its contributions, the study
is also limited in nature in that it is cross-sectional and
uses self-reported data. Similar studies might be taken in
the future with methods of longitudinal studies and
industry-related dynamics to enhance the knowledge of
strategic human capital and innovation relationships. On
the whole, the research supports the strategic importance
of the human capital as a foundation of the innovation-
based organizational performance in the ever-changing
business settings.
..
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