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10.1. Introduction

Human Resource (HR) professionals are expe-
riencing great transitions than ever before due
to digital transformations. The digital trans-
formation is responsible to encapsulate the
modern digital technologies, data, business
operations and processes on a single platform
to deliver more effective solutions to the users.
Simultaneously, digital transformation is also
influencing the traditional approaches of HRM.
The induction of digital technologies and algo-
rithms transforming the automation of routine
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agement. This also involfes using Al-powered
HR tools and Generative Al, AgenticAl, etc. to
better cater to empl@yee expectations through-
out the employete’fecycle and work.

Bondarouk 1@‘ "Brewste (2016) show that
rapid tech@gical developments offer innova-
tive, smart*digital context for HR practices to
enhangfﬁ(t e employee experience and improve
HR gpérations which enable a strong HRM
o@rship by all stakeholders. A bibliometric

lysis and the theories, constructs, charac-
eristics and methods by Bindra et al (2025)

HR tasks to effective decision—making proces &5~ indicate that researches in Al driven HRM have

and HR digital transformation offers the scope
in many HR functions to handle the congp‘l'ex
and dynamic nature of different HR chal}_gﬁges.
This transformation of HRM also exjects cost
optimisation/reduction, helping the®pperations
team to develop new businesg,2hd revenue
models, and thus contributi&@ to the profit
and return on invesment ofithe entity. But it
comes with challenges to e failure of over-
come which may reduceg@mpetitive advantage
for organizations. Angtave et al. (2016) criti-
cally examines the#promise and challenges of
data-driven decision-making in HR. The HR
digital transfopniation refers to the process of
improving automating HR through mod-
ern techn@’égy, tools and data. Organizations
are nowjﬁtegrating digital solutions with pro-
cesses 0 streamline functions like recruitment,
or%barding, training, and performance man-
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evolved from examining basic automation (pre-
2018) to exploring complex human-Al interac-
tions (2018 and onward). Scholars have focused
on multiple dimensions of applications of Al in
HR, however, gaps exist in understanding of
how AI can complement HR functions rather
than replacing them.

Digitalising HRM functions enhances the
employee experience and improve HR opera-
tions by streamlining administrative tasks,
like filling out forms and processing paperwork
(Lumi 2020). This facilitates HR teams to allo-
cate more time and resources to strategic initia-
tives like talent attraction, acquisition, devel-
opment, management and boosting employee
engagement. It also facilitates data-driven
decision-making. Tools for gathering employee
related data provide HR professionals and lead-
ers valuable insights into workforce trends and
performance metrics. Adopting new HR tech-
nologies enhances efficiency by automating
traditional HRM tasks involving recruitment,



onboarding, performance appraisals & evalua-
tions, and more. Digital solutions like employee
assistance platforms, applicant tracking sys-
tems and online training tools reduce admin-
istrative burdens while improving important
aspects of decision making. Strohmeier (2007)
discusses how access to self-service and digital
platforms can enhance employee engagement
which is highly relevant to HR’s service-quality
goals in banking. Such platforms also support
communication, teamwork and collaboration
among employees, while enabling HR teams to
gather employee data in real time.

From recruitment and selection to onboarding,
competency mapping to performance manage-
ment and engagement, elements of digitaliza-
tion are present in each stage of employee life
cycle. Bastida et al. (2025) examine the stra-
tegic integration of Al and HRM, highlighting
its application opportunities and challenges. In
addition to outlining the role of Al in HR, they
also discuss its practical implications, ethical

improved decision-making, thereby creating an
agile and responsive organization. E-HRM epd:

bles strategic agility and improved outcgmes
(Marler and Fisher, 2013) and contribgte to
cost reduction and organizational per% mance

(Meijerink, et al., 2016). I,b'-'::*

In addition to the benefits, digihc‘g}\isation and
Al driven tools bring risks and challenges which
need to be addressed. Manggement of risks,
legal compliance, and maiftfaining digital eth-
ics are areas of concexpifoday. Mittelstadt et
al. (2016) explore ri{@ and ethical concerns
(bias, transparenc;z?accountability) in algo-
rithmic decisiqr&:j@'aking, directly relevant to
Al-driven HRM th banks. Banks need interven-
tions to idenfify and address risks, compliance
issues, and ethical dilemmas of Al adoption in
HR (Ta@gge et al., 2019). ILO (2021) highlights
digit{f@‘thics and compliance issues in Al adop-
tiofrfor HRM. Although digital transformation
ig:,l RM encompasses several significant con-
\'?totations, this paper will primarily focus on the

challenges and associated risks, and simultane-<&" aspects of Al-driven HRM.

ously offering strategies to mitigate bias, and
foster organisational readiness for AI—dréEn
transformation. In this regard, empirical p@ida—
tions of frameworks to assess the modél’s effec-
tiveness in diverse industry context:ﬂﬁs needed
(Tambe et al., 2019). Digital HRM é&ficompasses
the integration of digital technb‘ggies into HR
processes to make them mp§ efficient, effec-
tive and interlinked with offrer domains. Zhou
et al. (2025) highlights théimpact of data tech-
nology fit and perceiyed values on the usage
willingness of big data HR systems in the digital
economy. Stroh r (2007) provides a foun-
dational model Jjztking HR technology to opera-
tional efﬁcieﬂgréf\ and transformational change.
As statedwgdrlier, technological transforma-
tions in HRM increases efficiency and pro-
vides ii’ategic value (Bondarouk et al. 2017).
Techélogy adoption in financial institutions
improves operational efficiency and reduces
-related costs (Agarwal and Prasad 202) and

INDIA BANKING geﬁence contributes to the profitability of institu-
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a key component of overall organizational digi-
tal maturity and agility (Kane et al.,, 2017). The
strategic combination of HR department and
technology leads to streamlined operations,

The chapter proceeds as follows. The next sec-
tion outlines the objectives and methods of
the study. Section 10.3 delves deeper into the
digital transformation model for HRM. Section
10.4 highlights the numerous applications of
Al in HRM. Section 10.5 analyses the factors
that enable the adoption of data-driven deci-
sion making in HRM. Section 10.6 discusses
the drivers of Al-enabled HRM for the bank-
ing sector. Section 10.7 provides some recom-
mendations for the adoption of HRM in Indian
banks. Section 10.8 concludes.

10.2. Objective and Method

The financial services industry, especially bank-
ing, has embraced digital transformation to
meet customer demands, market fluctuations,
compliances, efficiency, and remain competi-
tive. However, the transformation is not lim-
ited to front-end operations; the HR function
is also being equally redefined by technology.
Throughout the entire employee life cycle, digi-
tal HR tools are reshaping how banks attract,
manage, and retain talent. Vidhya (2025)
explores the strategic integration of Al and
digital transformation into HRM, focusing on



how these technologies can revolutionize tal-
ent acquisition, management, engagement and
performance evaluation. Not only this, talent
development through continuous learning,
upskilling and competency development are
also revolutionized through technological sup-
port with learning platforms.

In this direction, the present paper contributes
to how HRM can lead, integrate and adapt to
Al-driven workforce transformation by sug-
gesting a structured roadmap for Al integra-
tion. Combining existing models with theo-
retical approach in digital arena, this paper
demonstrates how data-driven approaches and
adaptive HR practices can empower banks to
navigate complex decisions in HR functions.
Ethical considerations and challenges are also
pinpointed providing a balanced perspective on
implementing technology-driven HR innova-
tions in the current landscape of HR and digi-
tal transformation in banks. The integration of
technology, particularly Al and data analytics,
into HRM introduces a complex web of ethical
considerations and challenges that organiza-
tions must navigate to avoid causing harm and
to build trust.

The present paper explores the drivers and
components of HRM digital transformation
identifies digital HRM tools and practices dn
use, assesses the HRM outcomes and emp@ee
experience and provides a strategic ,'R‘_@me—
work for AI driven HRM adoption j¥banks.
This research attempts to provide inf&ghts into
how banks can maximize valye@rom digital
HRM strategies. This paper adopts a qualita-
tive approach based on the re¥few of secondary
data including industry rezgits, academic jour-
nals, case studies, and expyért interviews. It also
considers documents afid published data from
leading public and«ptivate banks in India. The
secondary data ia:q_'ubjectively analysed to sug-
gest an Al driv&%—lRI\/I framework for banks.

&
10.3. @Digital Transformation
Model in HRM

To u@%rstand the applications of Al in HRM,
iF]S;r_)essential to analyse the dimensions of digi-
Fal'transformation in HRM. Dave Ulrich’s Digi-

Q_qfal HR Transformation Model (2017) outlines
4

how HR can evolve in response to digital dis-
ruptions by focusing on four key dimensions:
first, ‘digital HRM’ which involves modernizing
HR functions and operations with technology.
This involves automating HR processes (such

as payroll, onboarding), using cloud-based HR 5"

platforms and implementing HR chatbots a

self-service portals. Second, ‘digital worqu#e’
which involves enabling employees to %da( in
digitally-enabled ways. This requireswehcour-
aging virtual collaboration, promotiffg remote
work and digital communication_x s and cre-
ating digital skills and literacy agss the work-
force. Third, ‘digital workplat.@:’l by creating a
work environment supportéd by digital infra-
structure. This involves idtégrating technology
and analytics into worKflows, providing digital
tools for productiviti#'and collaboration, and
enhancing empl experience with seam-
less tech interfaces. Finally, ‘digital business’
by aligning to support business transfor-
mation th h digital strategy. This involves
people apalytics for decision making, aligning
workfaggé planning with digital business mod-
els fgr.execution and helping leaders and teams
ad@@: to other digital transformations in busi-

s.

QO

=0 Ulrich’s model conceptualises four phases in

Oy

digital transformation in HR. Firstly, it focuses
on HR efficiency in which organizations invest
in technology platforms that efficiently man-
age HR processes. The key area of concern in
this phase is ‘to what extent technology can be
used to streamline administrative HR work’.
Secondly, HR effectiveness, in which organiza-
tions can use HR technology to upgrade exist-
ing people practices such as performance man-
agement, talent acquisition, and training. The
critical area of concern in this phase is ‘to what
extent can technology innovate HR practices’.
Thirdly, information which support firms to
leverage people analytics for business impact.
This depends on the criteria ‘to what extent
can technology be used to access informa-
tion’. Fourthly, connection/experience which
is related to usage of digital HR software and
tools to foster a connection between people.
This involves ‘creating experiences between
people, leveraging social networks and tech-
nology’. Adoption and application of digital
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technologies, in most cases, also create nega-
tive impacts and anxieties on people’s minds.
Employees who are not that digitally savvy will
suffer from anxiety and stress resulting from
technology use at work. The success of digital
transformation in HRM is not just a techno-
logical challenge but a profound human and
organizational change challenge. Failure to
address the ‘people side’ of this change is a pri-
mary reason why many digital initiatives fail.

The adoption of Al and digital tools in HRM
creates several legitimate anxieties among
employees and managers:

1. Fear of job displacement: The most direct
anxiety is the belief that robots will replace
human jobs, particularly among HR staff
themselves and employees in roles per-
ceived as automatable.

2. Skill obsolescence anxiety: Employees, espe-
cially those less digitally savvy, worry that
their current skills will no longer be val-

ued, creating a fear of being left behind. 20+
é‘x entire employee experience from talent attrac-

§ll tion and acquisition to talent retention.
1

3. Loss of autonomy and control: Mana
may fear that algorithmic decision.sh
override their own judgment and. ‘eﬁ‘peri—

ence, reducing their autonomy.
i

4. Distrust and anxiety: Not u ?standing
how an Al system works legit‘ls to distrust.
If a system recommends gspromotion or a
training course, emplog€es may question,
‘Why? How was this;‘h cision made?’

5. Surveillance andg\%‘rivacy anxiety: The
increased data*collection necessary for
analytics ca Sthake employees feel con-
stantly ored, leading to a culture of
fear andspttess.

To mitigatﬁhese anxieties and ensure adop-
tion, -a:u"?"structured change management
approg?h is non-negotiable. The investment in
ch N'%'e management and communication must

&considered as critical as investment in tech-

: sLmology. It is the bridge that connects techno-

INDIA BANKING 53' logical potential to human adoption and organ-
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izational value.

10.4. AI Driven HRM

Continuous disruptions in banking provides
scope for professionals, managers and leaders

3
Ve
to use technology to respond and adapt to dis;@-.
ruptions and ever-changing societal and work:
force needs. Abston et al. (2024) find that ROt
Al-driven transformations fail without;* HR

alignment, and propose a human-cen ‘?‘t“ HRM
framework focusing on culture, dership,
knowledge, policies, and tools to le ethical,

effective, and sustainable Al a@ption. Digital
transformation of HR refers té<the adoption of
digital technologies to enhdnice HR operations
and align them more closély with business strat-
egy (Bondarouk & B e@ter, 2016). It involves
using tools such as !ﬁ%, machine learning, big
data, mobile platfprms, blockchain (Deep and
Verma, 2025) *4fid cloud-based HR systems.
Gupta et al. 5) explores the impact of tech-
nology on HR practices and how organisations
can effeciively incorporate progress in tech-
nolo%g;ﬁ) improve HR processes. Digital HRM
proyides real-world examples, case studies, and

practices that illustrate how banks can suc-

_\_}: sfully leverage technology to improve their

R processes and outcomes managing the

Talent Acquisition

Allal-Chérif et al. (2021) analyse how digital
technologies contribute to improving the suc-
cessive stages of the recruitment process. In
this regard e-recruitment is an emerging and
polymorphous phenomenon that starts with
identification of candidates on social plat-
forms, continues through tools such as gamifi-
cation of recruitment and job interviews con-
ducted with chatbots, and ends by matching a
candidate and a job using Al in the recruitment
cycle. Lv (2025) indicates that traditional talent
matching methods generally rely on manual
rules and static feature analysis, resulting in
insufficient matching precision and poor adapt-
ability. Hence, the paper constructs an innova-
tive talent matching model based on the opti-
mized support vector machine algorithm to
address this problem. The results demonstrate
an innovative talent matching model providing
efficient, personalized, and intelligent solution
for the dynamic employment market. Similarly,
Roppelt et al. (2025) explores the adoption of
Al in talent acquisition domain to realize antic-



ipated efficiency gains. This empowers both
information technology and HRM to proac-
tively engage in mitigation strategies to navi-
gate the complex landscape of Al adoption.

Al-driven new advancements are highlighted
by Gupta et al. (2025) which includes the capa-
bility of Al in similar areas of workforce plan-
ning and recruitment. Al-driven tools now act
as transformative instruments to tackle old
issues and open additional opportunities. Al in
recruitment highlights benefits such as adapt-
ability, speed and acuracy which address the
issues present in traditional context. Natural
Language Processing, machine learning, chat-
bots, computer vision, and other Al advance-
ments - including those related to sourcing,
screening, and interviewing candidates are
becoming common now. At the same time,
there is a need for ensuring transparency, and
protecting data privacy, and ethical issues.

Talent Development

In the area of training and development, Rai
(2025) explores the amalgamation of gamifica-
tion and virtual reality as ground-breaking and
innovative tools. Gamification, which incor-
porates game-design elements such as points,

which offers hands-on learning experiences,
can transform traditional training methoés‘“‘by
improving engagement, motivation, a@'skﬂl
development. Integration of these tpols with
learning helps to create, customi§ and per-
sonalize interactive learning ergibnments. It
is observed that gamification. gnd virtual real-
ity can offer an influential sohition for modern
workforce development d@enges, addressing
both technical and soft gkill training needs.

Talent Managen{&t

Dahm et al. (202'-5‘3} provides insights into digi-
tal interventiéhs, which are associated with

increased ciency and standardization of
routine HR*processes. They also reveal the cul-
tural and regulatory challenges in implement-

ing dEgl al tools in talent management. Studies
aldey explore how robotics can either work on
@nitive processes or displace human work-

rs (Gupta, 2025). Various digital tools are now
used for communication within organizations.

Sharma et al. (2025) focuses on the use of the
metaverse in various HR activities throughout
the business world. As the metaverse redesigns
how people work, HR executives who should
be championing this transformation may face
serious consequences, therefore posing seri-
ous challenges. Research (Sharma et al., 202
shows that HR and the workplace in the fqt-gpre
are going to be influenced by metawv in
three ways, namely equity in a mode&(%?éital
workplace, establishing a successfui collabo-
rative workplace, and techniqu Y recruit-
ment. The metaverse is rapid_l{é'transforming
the workplace for which organjzations are mak-
ing significant investment§?to develop their
infrastructure. The modexh’employers are mak-
ing use of virtual recruifment fairs to connect
with job seekers. Sjfdilar implications can be
expected for ba 'k‘g sector in future. In the
context of banking, several studies highlight
the role of in facilitating digital culture,
reskilling ﬁyees, and enabling workforce
agility (Ghoudhury and Pattnaik, 2020). The
Asia-Pagific banking sector, in particular, has
shown a rise in HR tech investments post-pan-
déqgc due to remote work demands and the
,B@bd for digital onboarding (PwC, 2021).

i)
rewards, and competition, and virtual realitytrﬂﬂ'ﬂ

10.5. Enablers of Data Driven
Decision making in HRM

There are many HR processes and dimensions of
the employee experience that can benefit from
digitalization. Automation of routine tasks
using digital HR platforms (e.g., SAP Success-
Factors, Workday etc.) help to automate tasks
like payroll, leave management, and attendance
tracking. Similarly, Chatbots handle frequently
asked questions, onboarding queries, and basic
employee services. Not only this, Data-driven
decision-making using predictive analytics
and descriptive analytics is becoming a new
norm. In this line, HR analytics tools help in
predicting attrition, demand forecasting, iden-
tifying skill gaps, and optimizing recruitment.
Also, Dashboards offer real-time insights into
employee performance, diversity, and recruit-
ment metrics and engagement metrics.

Similarly, recognition and rewards platforms
support total compensation management, giv-
ing all team members the capability to share

i
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messages of appreciation anytime, anywhere.
Employee engagement and feedback solutions
using employee engagement platforms would
let employees share feedback across a variety of
digital channels, like Pulse surveys and AI-pow-
ered chatbots. They empower team members
to share their real thoughts and perspectives,
giving banks insights into everything from how
employees feel about bank’s current benefits to
whether they’re satisfied in their current role.
Platforms like ‘HR Pulse’ and ‘Pulse Software’
provide tools for managing various HR func-
tions such as employee lifecycle management,
onboarding, communication, and performance
management. The ‘HR Pulse Software’ refers to
a category of human resources tools designed
to frequently and efficiently measure employee
sentiment, engagement, and well-being.

Pulse surveys and sentiment analysis tools, Al-
driven virtual assistants for answering HR que-
ries and customizable benefit platforms would

G":‘
Ve
and other on-demand learning opportunities&rg
enabling employees to take ownership of their:
development and pursue training when 2 d
where they prefer. Digital HR teams can” use

these platforms to track employee gress,
identify skills gaps, and tailor lear experi-
ences to meet individual and nizational

needs. Benson et al. (2002) hig@g ts the chal-
lenges faced by HR professih(ﬁals in promot-
ing individual and organizational learning and
performance improvemefit (Azami and Gupta,
2025). In this conte?gi@earning Management
System offering migfolearning, gamification,
mobile access, angh Al-curated learning paths
based on skills*gaps & roles can boost engage-
ment and reteption. Table 10.1 shows the com-
ponents of digital HRM in banking.
"‘H.E'I )
N3 TABLE 10.1
hé_gmponents of Digital HRM in Banking

@ponent

Description

enhance employee engagement and experience. =*Digital Recruitment Al-driven candidate screening,

Recruitment and onboarding innovations wit
digital solutions and digital onboarding p'l.:a‘t-
forms would enable new hires to co te
paperwork, access training materials, af{@ con-
nect with their new colleagues. Thesginnova-
tions and others would improve théj%andidate
experience and help new emplOyees begin
performing quickly. AI—based,:a‘Ereening tools
such as chatbots, video inteQEéw analysis, digi-
tal document verificatiopl¥’e-signatures, and
onboarding through mahile apps and learning

management platfor{E@HEan be useful for banks.

Banks may also ude’ HR Analytics and Work-
force Planning th¥ough predictive analytics for
assessing attgition, absenteeism, and perfor-
mance trepdd. Real-time feedback tools, goal
tracking @%ﬁq, and continuous performance
reviews:gan replace outdated annual appraisals
and.,é'-l;"r'gn individual performance with strategic
godls. Banks are already using employee self-
‘gervice portals which act as a centralized loca-

: wxtion where team members can manage their

AND FINANCE =" personal information, access HR policies and
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resources, request time off, and more without
HR intervention.

Similarly, digital learning platforms are used by
many banks to provide access to online courses

Ry
R

virtual interviews, chatbots for
hiring.

Learning & E-learning platforms,

Development personalized training via Al,
VR simulations for banking
roles.

Performance Real-time feedback tools,

Management Al-powered performance
analytics.

Employee Mobile HR apps, gamification,

Engagement pulse surveys.

HR Analytics & AI  Predictive attrition models,
workforce planning
dashboards.

Payroll & Benefits  Self-service portals, blockchain

Automation for payroll security.

Workforce Mobility Cloud-based collaboration,

& Remote Tools digital workspace solutions.

Source: Authors’ Construction.

Traditional HRM Vs Digital HRM

Digital HRM differs from traditional HRM in
a way that it digitalizes manual tasks such as
record- keeping, data analysis, and answering
employee questions. The difference between
digital and traditional HRM is best illustrated
with Table 10.2.
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TABLE 10.2 {
s
Traditional HRM Vs Al-Based HRM in Banking ?__{:‘“
Aspect Traditional HRM in Banking Al-Based HRM in Banking &
Recruitment Manual resume screening, time- Al-powered resume parsing, chatbots for EEH—I:}
consuming interviews. initial screening, predictive hiring analytics. ::)Iﬁ
Employee Onboarding Paper-based, in-person training, Automated workflows, virtual onboarding _Hd?’
slow process. assistants, Al-driven training modules. ‘E‘J
Performance Management Annual reviews, subjective Real-time performance tracking, Al—drivt:@'::r
evaluations. analytics for unbiased assessments. 4,
Employee Engagement Surveys, manual feedback collection. Sentiment analysis via Al, chatbots ‘}
instant feedback, personalized e ement
strategies. ‘*x"b'
o
Training & Development  Generic training programs, limited ~ Al-driven personalized learn__iﬁg:' paths,
personalization. adaptive training platform§Zr
Payroll & Compliance Manual calculations, prone to errors. Al automates payroll, 'Qres regulatory
compliance, detects (§mahes.
Workforce Planning Historical data-based forecasting, Predictive analytics%r talent demand, Al-
less accurate. driven workforgédptimization.
Bias & Diversity Human biases may influence Al reduces Q?"E;}m hiring & promotions,
decisions. promotes diversity.
Employee Retention Reactive measures (exit interviews). Predi@atttition models, proactive
rete n strategies.
Decision-Making Relies on HR intuition & experience. -driven insights, Al recommendations for
strategies.
Source: Authors’ Construction. 5.'.“‘
3
&
Drivers of HR Di gztal ,'ﬂc'ﬂqe multidimensionality of HRM digital matu-
Transformation in Banks @55' rity from technology and people perspective to
) . N fostering innovation and crisis management,
The k'ey drivers of HR dlg‘ltal transformatlon ¢ yofiected in the papers referred in the previ-
(Deloitte, 2020) ar(? l‘dentlﬁed by Kar&__ﬁbow— ous paragraph. Several factors require atten-
.ale et al. (2025). This ‘1nc1udes digital.fieeds of tion to improve the digital maturity of HRM,
1nterna1. .CuStomerS_’ 1nd.ut<,try adv@cements, including HR strategy and governance; talent
competitive dynamics, digital g v@hance, and management, diversity, and safety; employee
the broad.er defnands of the f]]:ull ital age. The adoption and competencies; conflict resolution
resear.ch .1nvest1gates both n9log1ca1 and ;14 stakeholder engagement; and HR practi-
organ1zat1?na1 faCtOY.S fg&f\z.tc%ntnbute to t_he tioners’ competencies (Grewal et al., 2025). It
tc,uccessful 1n.corpo'rat10 O d1g1ta.l technolog.les is essential to understand the factors necessary
mn HR functions, miﬁl’:@mg recruitment, train- 4y the successful digitalisation of HRM (Kam-
ng, dev.el.opment',ﬁf d perfor@an;e assess-  poowale et al., 2024, Shirase et al., 2023) and
.ment.. Digital m% lt?’ plays a 51gn1ﬁcant. role consequences of the digitalisation of HR. These
1r'1 this contfe “3hahiduzzaman (2025) iden- factors include - ALDRIVEN
tifies emergigg themes and success factors of ' ‘ TRANSFORMA-
HRM in tha-z.:aigital age. By literature review of *  Expectations of changing workforce - Gen R MAN
190 jou 1l articles for a period of 20172024, Z and m¥ll‘enn1al e@ployees dema‘nd MANAGEMENT:
this paper identifies three critical themes shap- seamless digital e.Xperlences, self-service ;%ELéiiIESONS
ing ‘@htemporary HRM, namely: digital trans- portals, and flexible work models. HR
transformation is essential to meet these 141

formation and competition, innovation and
c-l@zrformance management, and adaptive HRM.

expectations in banks.



+ Need for agility and scalability - Banks need  strategies to overcome resistance in tradition

I
]

to respond quickly to market shifts, com-  ally risk-averse bank cultures. &
petitiveness and regulatory changes. Agile _:‘_»?1
HR systems enable faster recruitment, TABLE 10.3 o
real-time analytics, and strategic work- Technology and Banking Speciﬁgi“‘
force planning to meet the scalability. Technology Variable Banking-Speci Q%elevance

« Post-Pandemic acceleration - Covid-19 AI/ML Model High precisior;;'ﬁ’ikeded
forced banks to adopt digital HR solutions Accuracy for compliapgd-sensitive
for remote onboarding, virtual training, decisions{e’%., loan officer
and employee monitoring. This acceler- hiring)kg

ated long-term transformation in many Cloud Integration Se‘cégh.yprid cloud solutions
financial services including Fintech firms f r,lsit:ivi employee/
and financial inclusion companies adding h}‘?’amm' : a. :
to the financial landscape of banks. API Ecosystem {7y Integration with core banking
_E; systems
+  Competitive talent landscape - Banks now Blockchain for HRM  Immutable records for payroll,
compete with fintech firms for digital tal- s credentials
ent. A robust digital HR strategy helps Explainabl@AI (XAI) Regulatory requirement for
build a stronger employer brand and .S? transparent hiring/promotion
attracts top candidates. < decisions

ce: Authors’ Construction.
10.6. Key Variables for AI-Enabled é@”

HRM in Banking Sector O TABLE 10.4
o

The successful implementation of Al-enabled™ Data and Banking Specific
HRM in the banking sector hinges on sefé?al Data Variable
key variables that span technological,_@ﬁani-
zational, and regulatory dimensions. T&chno-
logically, the accuracy of AI/machi]:“ﬂf-e:l earning

Banking-Specific Relevance

Data Quality Clean, bias-free datasets for
risk/compliance roles

Real-Time Analytics Instant workforce insights for

models are paramount, particulaily for com- branch staffing optimization
pliance-sensitive decisions like"f:r‘i'ring for risk Behavioural Data e —
management or loan ofﬁcer_réé's, where biased applied to internal misconduct
or opaque algorithms cou]%&fead to regulatory monitoring

penalties. Seamless cloyd-integration is criti- Talent Market Data  Competitive intelligence on
cal to ensure that Al tedls can securely interact fintech talent pools

with core banking s';g'items like SAP or Oracle.
Table 10.3 shows-the technology related vari-
ables and their xgtevance in banks.

Source: Authors’ Construction

TABLE 10.5
On the data,,;@‘ont, high-quality, unbiased, rel- Workforce and Banking Specific
evant, and"p-to-date datasets are essential to : . '
train bls for fair talent assessments, and Workforce Variables Banking-Specific Relevance
real—tilgt'}e analytics enable dynamic workforce Al Adoption Readiness  Upskilling tellers to work
pl Hﬂng such as optimizing branch staffing or ool oo
@dicting attrition in high—value roles like rela- Hybrid Work Policies Al-driven scheduling for

branch vs remote staff

=5 onship managers (Table 10.4).

INDIA BANKING (3 Regulatory Literacy Training HR on PSD2/
AND FINANCE 2% Table 10.5 shows organizational level variables GDPR implications for
REFORT 2025 Q including workforce readiness, where upskill- people analytics
142 ing programs must prepare employees (e.g., Change Resistance Legacy bank culture
(:gl-f : tellers or compliance officers) to collaborate adaptation to Al tools

fé}%
L

with Al tools, alongside change management Source:  Authors’ Construction.



(-'L::_:%OMTCEI

{2_
4
Q

Regulatory compliances introduce unique con-
straints, including mechanisms for algorithmic
bias detection and transparent decision logs
to satisfy auditors. Indirect variables, such as
employee trust in Al-driven promotions or
employer brand perception emerge from these
direct inputs and can amplify or undermine
transformation success. The poor Al model
accuracy may trigger regulatory scrutiny, while
biased hiring tools could damage reputation in
competitive talent markets. Return on invest-
ment is measured through banking-specific key
performance indicators such as reduced time-
to-hire for anti-money laundering analysts,
lower internal fraud incidents detected by Al,
or avoided fines through compliant processes.
Table 10.6 shows variables related to compli-
ances and risks relevant in banks.

TABLE 10.6
Compliance and Risk and Banking Specific

Compliance & Risk Banking-Specific Relevance
Variable

Algorithmic Bias Regular audits for fair lending-
Control related hiring

Data Sovereignty Local storage requirements
for employee data across
jurisdictions
Whistleblower AT ~ Monitoring internal

communications for miscondL‘lgb

Model Governance Documentation for regulatdes

“‘:"\_"
Source: Authors’ Construction. t}.’b
IS
b
TABLE 10.7 D
Emerging Tech variable and Bé‘i‘iing Specific
s
Emerging Tech Variable @kingApplication
Generative Al ting personalized
aining for compliance
certifications

Simulating branch crisis
scenarios for leadership

&
VR Assessments 'n".',‘;"
S

6\-7 hiring
Emotion AI 3 Detecting stress in
";'-.,E:‘ customer-facing staff for
3‘:} wellbeing interventions
Predictije Flight Risk Identifying at-risk

'Eﬂ relationship managers

I...l":':l with clients
v

Authors’ Construction.

i

Emerging technologies like generative Al (for
personalized compliance training) or virtual
reality simulations (for branch manager assess-
ments) further expand the variable landscape
(Table 10.7). Ultimately, banks must prioritize
incremental scaling and strict regulatory map- 5"
ping starting with low-risk Al applications li :
resume screening, while continuously moni\t:’?sr-
ing both direct inputs and emergent ouE\c‘E}nes
to sustain transformation momentums,.}

5
Digital HRM and Competiti_v@'%eneﬁts

Malik et al. (2025) presents_:-,? bibliometric
account of the convergence . solutions and
HRM providing an overviﬁ‘\i“of the related con-
tributions. It is seen when information
technology and HRM, work together, they can
improve informatiofi*security and limit insider
leaks. Digital HRQf'flot only gives banks a com-
petitive advaptage, but it also has multiple
other beneffs such as improved operational
efﬁciency,‘%duced HRM administrative bur-
den, enkanced employee engagement and sat-
isfactiétt, data-driven decision making and bet-
ter 1§k mitigation, stronger employer branding
_aé‘a‘ competitive advantage, saving time and

G‘E}nproving productivity for HRM, streamlin-
“ing HR processes, boosting (digital) employee

experience (physical/digital/cultural experi-
ence) and better data management. To quote
few use cases, State Bank of India launched
‘YONO HRMS’ to streamline leave management
process, performance reviews, and employee
engagement in single platform which resulted
in faster processing times and improved user
experience (The Business Blaze, 2024). Another
use case is of ICICI Bank which uses Al tools
for talent acquisition and uses extensive data
analytics to enhance campus hiring efficiency.
ICICI Bank employs an Al-based recruitment
platform using natural language processing
driven chatbots, virtual interviews via its iStu-
dio system, and cognitive evaluation tools that
assess language, sentiment, and emotions to
streamline campus hiring and bulk recruitment
processes (ICICI Bank, 2020-21). DBS trans-
formed its HR function using Al for recruit-
ment, chatbots for HR queries, and people ana-
lytics for strategic decision-making (Singh and
Thakur, 2025).
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10.7. Recommendation Implementation follows a phased approac}}{h.
beginning with low-risk applications like AL
AI-Model for HRM in Banking Sector powered recruitment before expanding to per-
. ) . o formance management and workforcerplan-
The integration of Al into HRM within bank- . 'iq?;F
X , o ning. The AI Framework, suggested igure
ing sector represents a transformative shiftin 7 . o 44 banking-sp &;c chal-

how financial institutions attract, develop, and
retain talent while ensuring regulatory compli-
ance. At its core, this Al model leverages multi-
ple data sources including structured employee
records, unstructured candidate information,
real-time productivity metrics, and exter-
nal market intelligence to drive data-driven
decision-making. Advanced machine learning
techniques automate resume screening and
employee sentiment analysis, while predictive

lenges including strict regulatory péfjuirements,
high-stakes talent decisions, aﬁe need for
bias-free processes, ultimate]j=treating a more
efficient, compliant, and afaptive HRM func-
tion that aligns with ti€ digital transforma-
tion of modern bank'rag)perations. The model
continuously evolveé"t rough feedback loops,
incorporating emesrging technologies like gen-
erative Al for ‘golicy creation and metaverse

Ivtics identify risk tical roles lik applications employee engagement, posi-
analytics identily risks among critical roles like tioning barlks at the forefront of workforce

compliance officers and relationship manag- . . an 1 e .
- - ! ‘ innovatigdy while maintaining rigorous compli-
ers. Computer vision enables immersive virtual ance standards

reality training for complex banking scenarios,

and explainable Al ensures transparent, audit-  1lépaper proposes Al-driven model for bank-
able decisions for regulatory compliance. The _i8g'sector based on the developments in digital
system outputs provide actionable insights <#ransformation in HRM and provides a road-

ranging from automated hiring recommenda—}} map for banks to relook at their traditional

tions to personalized development plans amd HRM practices and incorporate Al driven
real-time risk alerts. o
L
T

[

RIGURE 10.1

Al Mg&?for Banking Sector

—
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model for effective performance and cost opti- .“tion, and continuous learning. Advanced Al

misation in HRM functions.
£
10.8. Conclusion $
AT’s future in HRM using Al-powere tﬁ%ls for
personalized learning, diversity, ang=inclusion
is very bright. It provides HR @%fessionals
and policymakers with insights'%n leveraging
Al for sustainable HR practiegs. At the same
time, it brings challenges Qé?
too. Subrahmanyam (202%) explores Al’s role
in improving HR efﬁc%k':cy and also addresses
challenges such as_fpskilling, infrastructure
investment, and ﬁg%cal concerns like data pri-
vacy and bias. e’ future of HR in banks lies
in hyper-perspaialization, intelligent automa-

ethical concerns

@55' tools would help HR to evolve from a support

function to a strategic enabler of innovation
and growth. The ethical, social and legal con-
cerns in dealing with the impact of emerging
technologies in HR needs to be meticulously
manged for creating a safe and effective digital
HR. HR digital transformation in banks is not
just a technological upgrade, but is a cultural
shift. By leveraging digital tools, banks can
build agile, data-driven, and employee-centric
HR functions that support long-term growth.
However, success depends on leadership com-
mitment, change management, allocation of
funds for both capital and revenue expenditure
for implementation of the project, and aligning
technology with human values.
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