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ABSTRACT: This study investigates the critical role of digital transformation in Human Resource 

Management (HRM) through the integration of Artificial Intelligence (AI) and strategic talent management 

practices in driving organisational innovation. In an era of rapid technological advancement, organisations are 

increasingly leveraging AI-driven tools to transform traditional HR functions such as recruitment, performance 

management, employee engagement, and workforce planning. The study explores how AI adoption in HR 

practices, when combined with effective talent management strategies, significantly enhances operational 

efficiency, decision-making, and organisational innovation outcomes. Through quantitative research involving 

120 respondents from organisations adopting digital HR practices, the study examines key variables including 

AI adoption, AI in HR, talent management, employee engagement, and organisational innovation. Statistical 

analyses including correlation, regression, ANOVA, and chi-square tests confirm strong positive relationships 

between digital HR practices and innovation. The findings highlight that employee engagement serves as a 

critical mediating factor in linking AI-driven HR practices to innovation. The study recommends that 

organisations invest in AI-driven training, strengthen talent management strategies, and build participatory 

digital platforms to sustain a culture of innovation and competitive advantage. 
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INTRODUCTION 

Digital transformation in Human Resources (HR) represents a comprehensive shift from traditional, manual 

HR practices to technology-driven systems such as automation, artificial intelligence, data analytics, and 

cloud-based platforms that fundamentally redefine how HR delivers value to organisations. It is the process of 

integrating digital technologies into human resource functions to improve efficiency, enhance decision-

making, and create a more agile and employee-centric workplace. 

The global business environment in the twenty-first century is characterised by unprecedented levels of 

technological disruption. Organisations across industries are embracing digital tools not merely as a means of 

operational improvement but as a strategic imperative for survival and growth. Within this broader digital 

transformation wave, Human Resource Management has emerged as one of the most significantly impacted 

domains.  
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Through this transformation, routine activities like recruitment, payroll, performance management, and 

employee engagement are streamlined and optimised. From a professional perspective, digital transformation 

in HR facilitates data-driven decision-making, enhances the speed and quality of HR operations, and 

significantly improves the overall employee experience.  

Historically, HR departments were largely administrative in nature, focusing on transactional activities such 

as record-keeping, compliance monitoring, payroll processing, and benefits administration. While these 

functions remain important, their execution has been dramatically transformed by digital tools that automate 

repetitive tasks and free HR professionals to focus on higher-value strategic activities. Today, AI-powered 

chatbots handle employee queries, predictive analytics identify high-potential talent, and sentiment analysis 

tools gauge employee morale in real time. 

Talent Management is an overarching, strategic initiative implemented by organisations in order to capture, 

build, retain, and deploy key employees necessary to sustain business success. It brings together diverse human 

resource activities — from recruiting and hiring to learning and growth, performance measurement, succession 

planning, and employee retention — under a single, strategic umbrella for optimising the performance of the 

workforce. The integration of AI into talent management processes has exponentially increased the precision 

and effectiveness of these activities, enabling organisations to identify skills gaps, forecast attrition risks, and 

personalise learning pathways at scale. 

Organisational Innovation is the effective realisation of innovative ideas within an organisation, leading to 

enhanced processes, products, services, or business models. It is the driving force behind growth, competitive 

edge, operational efficiency, and long-term sustainability in a fast-changing business world. AI-powered HR 

tools such as SAP SuccessFactors, Workday HCM, Oracle HCM Cloud, BambooHR, and Darwinbox are 

increasingly adopted to manage payroll, attendance, recruitment, and performance management. These 

platforms not only digitise HR workflows but also generate rich datasets that HR leaders can leverage to make 

evidence-based decisions, thereby fostering a culture of continuous innovation within their organisations.  

PROBLEM STATEMENT 

Organizations across industries are increasingly adopting digital technologies, particularly Artificial 

Intelligence (AI), to transform Human Resource Management (HR) practices. Although these technologies 

enhance efficiency, decision-making, and employee experience, many organizations face challenges in 

effectively integrating AI with existing HR systems and talent management strategies. There is limited clarity 

on how AI-driven HR practices and talent management collectively influence organizational innovation, along 

with issues such as employee resistance, lack of digital skills, and data privacy concerns. Therefore, this study 

aims to examine the impact of digital transformation in HR, through AI and talent management practices, on 

organizational innovation, while also 
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NEED FOR THE STUDY 

The rapidly evolving landscape of HR technology presents both tremendous opportunities and significant 

challenges for organisations. Understanding the precise mechanisms through which digital transformation and 

AI adoption influence HR outcomes and organisational innovation is of critical academic and practical 

importance. The following points articulate the specific motivations that underpin this study: 

• Increasing importance of digital transformation in reshaping Human Resource Management (HRM) 

across all industry sectors in India and globally. 

• Growing adoption of Artificial Intelligence (AI) in talent management practices, necessitating rigorous 

empirical investigation into its outcomes. 

• Need to understand how AI-driven HR tools improve efficiency, accuracy, and decision-making across 

the HR value chain. 

• Lack of clarity on the impact of digital HR on organisational innovation and productivity, particularly 

within emerging economies. 

• Importance of addressing challenges such as data privacy, ethical issues, and algorithmic bias that  

accompany AI adoption in HR. 

• Need to analyse employee acceptance and workforce adaptation to AI-based HR practices and the 

factors that facilitate or impede adoption. 

• Helps organisations and HR professionals make informed strategic decisions for sustainable growth 

and long-term competitive advantage. 

• Lack of proper training and awareness among employees regarding AI-based HR tools remains a 

significant barrier to effective utilisation. 

• Difficulty in integrating AI tools with existing HR systems and processes poses operational challenges 

that require systematic study. 

 

REVIEW OF LITERATURE 

El Garem (2026) studied the role of digital transformation in enhancing HR management and found that AI 

integration significantly increases HR digital competencies, with AI tools directly influencing recruitment, 

analytics, and capability development within technology-intensive organizations. The research showed that 

digital transformation, mediated by knowledge management practices, supports organizational innovation and 

strategic HR outcomes. 

Murmu (2025) emphasized that AI has become a strategic factor in talent management by enabling 

organizations to attract, retain, and engage employees more effectively. AI technologies such as machine 

learning, natural language processing, and automation support various HR functions, including personalized 

onboarding, skill-based matching, and continuous learning, which contribute to workforce innovation.  

Jayamma (2025) examined digital transformation across a broader talent management landscape, highlighting 

how organizations implementing AI tools experience reductions in hiring time and improvements in diversity 
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and employee satisfaction. The study underscores the value of data analytics and digital platforms in enhancing 

engagement, retention, and skill development.  

Tuttle and Critchlow (2025) explored modern digital approaches in recruitment and selection, showing that 

technologies like AI, predictive analytics, and digital assessment tools fundamentally alter talent acquisition. 

They argue these technologies enable organizations to process large candidate datasets efficiently, support 

global talent pools, and improve the accuracy of hiring decisions.  

Harchandani (2024) observed that AI has revolutionized traditional HR practices by automating repetitive 

tasks such as candidate screening and resume evaluation, leading to greater efficiency and improved decision-

making in talent acquisition. His study also points out ethical concerns regarding algorithmic bias and the 

balance between automation and human judgment.  

Parasa (2024) found that AI-enabled recruitment tools significantly enhance the quality and speed of hiring 

decisions by utilizing predictive analytics, chatbots, and data-driven candidate insights. The study stresses the 

importance of ethical AI use and inclusive hiring practices to prevent bias and ensure equitable opportunities 

for all candidates.  

Venugopal (2024) examined the transformative role of Artificial Intelligence in HRM. The study highlights 

that AI significantly improves recruitment, retention, and performance management through automation and 

data analytics. It emphasizes that AI-driven HR systems enhance efficiency and reduce manual workload. The 

research also points out that AI enables better talent management and strategic decision-making. Overall, the 

study concludes that AI is a key driver of innovation in modern HR practices.  

Aydin et al. (2024) explored the integration of advanced technologies such as AI, VR, and digital platforms in 

HR. The study found that these technologies improve workforce planning, training, and employee experience. 

It highlights that digital transformation enables HR professionals to make more informed and strategic 

decisions. The research also emphasizes the importance of data security and privacy in digital HR systems. 

The findings suggest that technology integration supports organizational innovation and efficiency.  

Bansal (2023) Human Resource Digital Transformation (HRDT) and innovation capability: Bansal’s 

qualitative study with HR leaders proposes HRDT as a multidimensional construct: digital tools + individual 

capabilities → enhanced organizational innovation capability. Practitioners in the study report that analytics, 

learning platforms, and integrated HR systems catalyse experimentation, cross-functional learning, and faster 

deployment of new products/services. 

Gartner (2023) highlighted that many organizations are shifting towards an AI-first HR operating model. The 

study explains that AI enhances HR functions by automating routine tasks and enabling predictive analytics. 

It also emphasizes that AI supports better workforce planning and talent management. The research concludes 

that organizations adopting AI in HR are more agile and innovative in a competitive environment. 
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CONCEPTUAL FRAMEWORK 

 

OBJECTIVES OF THE STUDY 

Primary Objective: 

• To examine the impact of AI-driven digital transformation in HR on organisational innovation. 

Secondary Objectives: 

• To analyse the impact of AI-driven automation on HR administrative functions such as payroll, 

attendance, and compliance. 

• To evaluate the role of digital tools in improving employee engagement, communication, and 

workplace culture. 

• To assess how AI-based analytics supports workforce planning and risk management. 

• To examine the influence of digital HR systems on employee well-being, organisational agility, and 

long-term sustainability. 

• To investigate the mediating role of employee engagement in the relationship between digital HR 

transformation and organisational innovation. 

• To identify barriers and facilitators of AI adoption in HR within organisations in the Indian context. 

SIGNIFICANCE OF THE STUDY 

The accurately interpret and derive insights from the collected data, a variety of data analysis tools can be 

employed depending on the research design and data type. In this study, the following tools and software are 

particularly useful 

RESEARCH METHODOLOGY 

This study adopts a quantitative, descriptive survey design with a cross-sectional approach. Descriptive 

research design was selected because it enables a systematic understanding of the existing relationships 

between digital transformation in HR, Artificial Intelligence (AI), talent management practices, employee 

engagement, and organisational innovation. This research design facilitates the collection of accurate data 
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regarding employees' perceptions, experiences, and responses toward AI-driven HR practices as they naturally 

occur within the organisational environment, without manipulation of variables.  

3.1HYPOYHESIS FORMULATION 

• H1: There is a significant positive relationship between AI adoption and organisational innovation.  

• H1: There is a significant relationship between AI in HR practices and employee engagement. 

• H1: There is a significant positive relationship between talent management practices and organisational 

innovation. 

• H1: Employee engagement significantly mediates the relationship between digital HR practices and 

organisational innovation. 

• H0: There is no significant relationship between demographic variables (age, gender, experience) and 

perceptions of digital HR practices. 

• H0: There is no significant positive correlation among AI adoption, AI in HR, talent management, and 

organisational innovation. 

• H1: There is a significant association between AI-driven HR tools and improvement in operational 

efficiency. 

• H0: There is no significant correlation between work experience and perception of AI impact on 

engagement. 

• H1: Digital transformation in HR significantly influences the innovation capability of the organisation. 

•  H1: Organisational innovation, AI in HR, AI adoption, and talent management significantly influence 

employee engagement. 

3.2 DATA COLLECTION 

Primary data were collected through a structured questionnaire comprising 30 items measured on a five-point 

Likert scale (1 = Strongly Agree to 5 = Strongly Disagree). The questionnaire was organised into eight sections 

covering: respondent demographic profile; awareness of digital HR practices; use of AI in HR; talent 

management practices; impact on organisational innovation; employee experience; implementation 

challenges; and overall effectiveness. Secondary data were obtained from industry reports, academic journals, 

and corporate publications to contextualise primary findings within national and global trends. 

3.3 DATA ANALYSIS TOOLS 

This study used tools like SPSS and Excel for analysing both descriptive and inferential data. SPSS was 

essential for running Anova, Chi square, regression and correlation analyses to explore variable relationships. 

Microsoft Excel assisted with data organization, summaries, and graphical presentation. 

3.4 STATISTICAL PACKAGE FOR THE SOCIAL SCIENCES (SPSS) 

Widely used for both descriptive and inferential statistical analysis, SPSS helps in organizing, analysing, and 

presenting data effectively. It is suitable for analysing questionnaire responses, correlation studies, and 
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regression models, which are essential in understanding relationships between talent management and 

organisational innovation. 

3.4.1 PERCENTAGE ANALYSIS 

Percentage analysis helps summarize survey responses by presenting the distribution of respondents across 

different categories, providing insights into trends related to AI adoption, talent management, and 

organizational innovation. 

 50% of respondents belong to the below 25 age group, indicating a strong representation of young 

professionals.  

 The gender distribution is balanced, with 50% male and 50% female respondents, ensuring equal 

representation.  

 33.3% of respondents have less than 1 year of experience, while only 16.7% have more than 5 years 

of experience.  

 The IT department has the highest representation at 21.7%, followed by Finance (19.2%) and 

Operations (16.7%).  

 Human Resources and Engineering departments each contribute 14.2%, while Modelers represent the 

lowest at 5%.  

 The mean values of key variables range between 2.07 and 2.28, indicating moderate agreement among 

respondents.  

 Talent Management shows the strongest relationship with organizational innovation (r = 0.631).  

 AI adoption (r = 0.510) and employee engagement (r = 0.508) also show strong positive relationships 

with organizational innovation.  

 AI in HR has a moderate positive relationship (r = 0.449), reflecting its growing influence.  

 Regression analysis shows that AI adoption, talent management, and AI in HR explain 46.1% of the 

variation in organizational innovation.  

 Employee engagement contributes 25.8% to organizational innovation, highlighting its significant role. 
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3.4.2 RELIABILITY ANALYSIS 

 

 

 

 

 

 

                                                                         

Table 3.4.2 Reliability Statistics 

Interpretation 

 The Cronbach's Alpha value of 0.872, computed across all 30 questionnaire items, indicates a high level of 

internal consistency. Since this value substantially exceeds the widely accepted minimum threshold of 0.70, 

the questionnaire is confirmed as a reliable instrument for measuring the underlying constructs of AI adoption, 

talent management, employee engagement, and organisational innovation. This reliability coefficient provides 

confidence that the subsequent statistical analyses are built on a sound measurement foundation. 

 3.4.3 ANOVA                                                                                                                                              

 

 

 

 

TABLE 3.4.3 ANOVA TEST 

Interpretation 

The ANOVA results show that there is no significant difference (p = 0.281) in organizational innovation across 

different age groups. Since the significance value is greater than 0.05, it indicates that age does not have a 

statistically significant impact on organizational innovation. Therefore, employees across all age categories 

have similar perceptions regarding innovation within the organization. 

3.4.4 CHI-SQUARE TESTS 

Test Value df Asymp. Sig (2-sided) 

Pearson Chi-Square 31.912 16 0.010 

Likelihood Ratio 32.702 16 0.008 

Linear – by – Linear Assoc 8.597 1 0.003 

N of valid Cases 120   

 

TABLE 3.4.4 CHI-SQUARE TESTS 

 

Organisational Innovation 

 
Sum of 
Squares df Mean Square F Sig. 

Between Groups 1.102 3 .367 1.291 .281 

Within Groups 33.010 116 .285   

Total 34.112 119    

                         

Cronbach’s Alpha N of items 

.872 30 

https://ijnrd.org/
http://www.ijnrd.org/


INTERNATIONAL JOURNAL OF NOVEL RESEARCH AND DEVELOPMENT (IJNRD) 
© 2026 IJNRD | Volume 11, Issue 5, May 2026 | ISSN: 2456-4184 | IJNRD.ORG 

 

IJNRD2605073 IJNRD - International Journal of Novel Research and Development (www.ijnrd.org)  

 

a681 

Interpretation 

The Chi-Square test indicates a significant relationship (p = 0.010) between demographic factors (such as 

gender/age/experience) and AI-driven HR practices. This suggests that employee perceptions of digital HR 

and AI adoption vary based on demographic characteristics. However, since some expected counts may be 

low, the results should be interpreted with caution. 

3.4.5 CORRELATION 

 

 

 AI Adoption AI_HR TM OI EE Challenges 

AI Adoption Pearson 
Correlation 

1 .570** .471** .510** .476** .209* 

Sig. (2-tailed)  .000 .000 .000 .000 .022 

N 120 120 120 120 120 120 

AI_HR Pearson 

Correlation 
.570** 1 .491** .449** .520** .324** 

Sig. (2-tailed) .000  .000 .000 .000 .000 

N 120 120 120 120 120 120 

TM Pearson 

Correlation 
.471** .491** 1 .631** .529** .399** 

Sig. (2-tailed) .000 .000  .000 .000 .000 

N 120 120 120 120 120 120 

OI Pearson 
Correlation 

.510** .449** .631** 1 .508** .292** 

Sig. (2-tailed) .000 .000 .000  .000 .001 

N 120 120 120 120 120 120 

EE Pearson 

Correlation 
.476** .520** .529** .508** 1 .366** 

Sig. (2-tailed) .000 .000 .000 .000  .000 

N 120 120 120 120 120 120 

Challenges Pearson 
Correlation 

.209* .324** .399** .292** .366** 1 

Sig. (2-tailed) .022 .000 .000 .001 .000  

N 120 120 120 120 120 120 

Correlation is significant at the 0.01 level (2-tailed). 

TABLE 3.4.5 CORRELATION TEST 
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Interpretation 

The results show positive and significant relationships (p < 0.01) among all variables. Talent Management (r 

= 0.631), AI Adoption (r = 0.510), and Employee Engagement (r = 0.508) have strong links with organizational 

innovation. AI in HR shows a moderate relationship, while Challenges have a weaker but significant effect. 

Overall, the variables are positively associated with organizational innovation.  

3.4.6 REGRESSION 

Model Unstandardized 

Coefficients (B) 

Std. 

Error 

Standardized 

Coefficients 

(Beat) 

t Sig. 

Constant 1.102 0.285  3.867 0.000 

Talent 
Management 

0.365 0.075 0.421 4.867 0.000 

TABLE 3.4.6 REGRESSION TEST 

 

Interpretation 

The regression analysis shows a significant positive relationship between talent management and 

organizational innovation (β = 0.421, p = 0.000). This indicates that effective talent management practices 

significantly contribute to improving organizational innovation. 

 

KEY FINDINGS & SUGGESTIONS 

• Demographic variables such as age, gender, and work experience do not have a significant influence 

on perceptions of digital HR practices and organisational innovation, indicating broad acceptance of 

digital transformation across employee groups. 

• AI-driven HR tools significantly improve recruitment, performance management, employee retention, 

and training and development outcomes. 

• Talent management strategies, when aligned with AI capabilities, contribute to sustained organisational 

innovation and competitive advantage. 

• Employee engagement acts as a critical mediating factor in the relationship between digital HR 

transformation and organisational innovation. 

• Organisations that invest in digital HR infrastructure and AI-driven analytics demonstrate better 

workforce planning and risk management capabilities. 

• Employee engagement is the strongest predictor of organisational innovation (β = 0.301), underscoring 

the strategic importance of engagement initiatives in digital HR transformation programmes.  

• AI-powered tools reduce time-to-hire, improve the quality of recruitment decisions, and enhance the 

accuracy of performance management processes. 
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CONCLUSION 

The study highlights the significant role of digital transformation in HR, particularly the integration of 

Artificial Intelligence (AI) and talent management practices, in enhancing organisational innovation. The 

findings show that AI adoption, AI-driven HR practices, talent management, and employee engagement 

positively influence innovation, with employee engagement acting as a key mediating factor. 

Digital HR supported by AI is not just an operational tool but a strategic enabler of innovation and competitive 

advantage. The results indicate that digital HR practices improve decision-making, efficiency, and foster a 

culture of learning and creativity. Talent management and employee involvement are identified as important 

drivers of innovation and organisational growth. The study contributes to the growing body of evidence that 

positions AI and digital HR transformation as central pillars of organisational strategy in the knowledge 

economy. 

For the Indian business context specifically, this study demonstrates that AI-driven HR transformation is both 

feasible and impactful within specialised industry sectors. As Indian organisations continue to compete in 

global markets and navigate the challenges of the Fourth Industrial Revolution, investments in digital HR 

infrastructure represent a fundamental strategic reorientation toward data-driven, people-centred management. 
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