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 Abstract  

The purpose of this study abstract is to present a synopsis of the research on 

the effects of AI on IT performance reviews and staff retention. The function of AI 

technologies in IT firms' performance evaluation processes is the primary area of in-

vestigation in this research. Artificial intelligence (AI) has seen massive growth in its 

usage across several sectors, including the information technology industry, in the last 

several years. This trend has also influenced human resource practices, where AI-

powered tools are being used to streamline processes and enhance decision-making. 

The research methodology includes data collection through surveys or interviews with 

employees and HR professionals in IT companies. The findings will shed light on how 

these AI-driven systems impact employees' perception of their performance and man-

agement's ability to evaluate individual contributions accurately. Based on these find-

ings, recommendations, and suggestions will be provided to help organizations opti-

mize their use of AI tools for performance evaluation while ensuring that it positively 

affects employee retention rates within the IT sector.  
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Retention.  
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1 Introduction 

Dynamic world of the Information Technology (IT) sector, where innovation

and efficiency reign supreme! In this rapidly evolving landscape, businesses seek new

ways  to  maximize  employee  performance  and  retain  top  talent.  Enter  Artificial

Intelligence (AI). This game-changing technology is revolutionizing human resource

practices in organizations across industries. Gone are the days of manual evaluation

processes and subjective assessments. With the advent of AI, companies now have

access to powerful tools that can streamline performance evaluation, provide valuable

feedback mechanisms, integrate systems seamlessly, and enhance overall data quality

within  an  organization's  technology  infrastructure.  But  what  does  this  mean  for

employee retention? How does AI impact job satisfaction and career growth in the IT

sector?  This  paper  will  delve  into  the  fascinating  realm  of  AI-driven  employee

performance  evaluation  in  the  Information  Technology  sector.  We'll  explore  its

advantages  and  disadvantages,  discuss  relevant  research  findings,  and  offer

recommendations  on  harnessing  its  potential  effectively,  all  with  a  keen  eye  on

boosting employee retention rates. 

In recent  years,  there has been a lot of buzz about how AI could revolutionize

performance reviews, especially in the IT industry. The purpose of this introductory

piece  is  to  investigate  how  artificial  intelligence  (AI)  influences  IT  employee

performance reviews and, by extension, how these reviews affect staff retention rates.

The  potential  of  AI  to  revolutionize  employee  performance  evaluation  and  its

implications  for  employee  retention  are  critical  considerations  for  organizations

operating in the dynamic IT industry. The literature suggests that AI has the potential

to  significantly  influence  employee  performance  evaluation  and  retention.  The

integration  of  AI  in  employee  performance  evaluation  has  the  potential  to

significantly  influence  employee  retention  in  the  IT  sector.  While  AI  offers

opportunities to enhance talent management, automate performance evaluations, and

improve  employee  engagement,  it  also  poses  challenges  related  to  job  insecurity.

Therefore,  organizations  need  to  carefully  consider  the  implementation  of  AI  in

employee performance evaluation to maximize its benefits while mitigating potential
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negative  effects. Artificial  Intelligence  (AI)  has  become  a  significant  part  of  the

modern workplace, especially in the Information Technology (IT) sector. With AI’s

ability to automate processes, analyze data, and provide insights, it has started to play

a crucial role in employee performance evaluation. This chapter aims to discuss the

impact  of  AI  in  employee  performance  evaluation  and  its  effect  on  employee

retention in the IT sector. AI has introduced various tools that can help organizations

evaluate employee performance more accurately and objectively. These tools include

sentiment analysis, which can help measure employee engagement and satisfaction,

and predictive analytics, which can help predict  future performance based on past

data.  By  using  AI-powered  tools,  organizations  can  gain  a  more  comprehensive

understanding of their employees’ performance and provide more targeted feedback

and coaching. Employee retention is a critical concern for many organizations, and

effective  performance  evaluation  plays  a  crucial  role  in  retaining  top  talent.  By

providing accurate and objective feedback, AI-powered performance evaluation tools

can help employees understand their strengths and weaknesses better, enabling them

to improve their performance and advance in their careers. Moreover, by providing

personalized  coaching  and  development  opportunities,  these  tools  can  also  help

increase employee engagement and satisfaction, leading to higher retention rates.

However, it is important to note that AI-based performance evaluation also

has its  challenges.  For instance,  there  is  a  risk that  AI algorithms may perpetuate

existing biases in the organization,  leading to unfair  evaluations.  Moreover,  if  not

implemented  carefully,  AI-powered  tools  may  also  lead  to  a  lack  of  trust  and

transparency  in  the  performance  evaluation  process.  The  use  of  AI  in  employee

performance  evaluation  is  still  in  its  early  stages,  and  there  is  much  room  for

improvement. In the future, we can expect to see more sophisticated AI algorithms

that can provide even more accurate and personalized feedback to employees. We can

also expect to see more integration between AI-powered performance evaluation tools

and other HR systems, such as talent management and succession planning systems.

In terms of employee retention, the use of AI-powered tools can help organizations

create  a  more  positive  and  engaging  work  environment  that  supports  employees’

growth and development.  By providing personalized feedback and coaching, these
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tools can help employees reach their full potential and feel more valued and satisfied

in  their  roles.  However,  it  is  essential  to  ensure  that  AI-powered  tools  are

implemented  fairly  and  transparently  to  avoid  any  potential  negative  effects  on

employee  retention.  The  impact  of  AI  in  employee  performance  evaluation  is

significant and has the potential to greatly affect employee retention in the IT sector.

While there are challenges to consider, with careful implementation and a focus on

fairness  and  transparency,  AI-powered  performance  evaluation  tools  can  help

organizations create a more engaged, productive, and satisfied workforce.

1.1        Human resource practices in the IT sector

Human  resource  practices  are  crucial  in  the  IT  sector,  where  talented

employees  are  critical  to  success.  In  this  fast-paced  industry,  organizations  need

effective  strategies  to  attract  and  retain  top  talent.  Recruitment  and  selection  are

crucial aspects of human resource practices in the IT sector. Companies must identify

candidates with the right technical skills and cultural fit for their organization. This

involves  conducting  thorough  interviews,  skill  assessments,  and  reference  checks.

Once hired, employee on boarding becomes essential to ensure a smooth transition

into  the  company  culture  and  work  environment.  Providing  new  employees  with

comprehensive training programs helps them quickly become productive members of

the team. Performance evaluation is another  critical  HR practice  in the IT sector.

Regular performance reviews help assess employee productivity, identify areas for

improvement,  and recognize outstanding achievements.  Evaluations should include

objective metrics such as data quality, performance metrics, feedback mechanisms,

and system integration to provide accurate insights into an employee's capabilities.

Employee development is also vital  in this dynamic industry. Continuous learning

opportunities through training programs or certifications enhance individual skill sets

and contribute to overall organizational growth.

Furthermore,  maintaining  a  positive  work  environment  is  crucial  for

retaining IT professionals  who thrive on challenges  and innovation. Implementing

technology  infrastructure  that  supports  efficient  communication  channels  fosters

collaboration among team members dispersed across different locations or working
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remotely. Human resource practices in the IT sector encompass various aspects such

as  recruitment  &  selection  processes,  employee  onboarding  &  development

initiatives, and performance evaluations based on objective metrics like data quality

or system integration capabilities—all aimed at attracting top talent while ensuring

their retention within these highly competitive environments.

1.2         Impact of artificial intelligence on business 
organizations in the current scenario

In today's fast-paced and dynamic business landscape, integrating artificial

intelligence (AI) has revolutionized organizations'  operations.  The impact of AI in

business  organizations  is  far-reaching  and  has  brought  about  significant  changes

across  various sectors,  including the information technology industry.  One central

area  where  AI  has  profoundly  impacted  is  employee  performance  evaluation.

Traditionally,  performance  evaluations  have  been  time-consuming  and  subjective

processes  that  often  rely  on  biased  human  judgment.  However,  with  AI  tools,

organizations can now access efficient and objective means of evaluating employee

performance.  In  the  absence  of  human  evaluators,  AI-driven  tools  can  identify

patterns  and trends in  vast  amounts  of  data.  As a result,  organizations can assess

employee performance based on concrete metrics, such as data quality, performance

metrics, feedback mechanisms, and system integration. Moreover,  AI tools provide

real-time insights into individual employee capabilities and areas for improvement.

This  allows  managers  to  provide  timely  feedback  and  support  tailored  employee

development plans. Using AI in performance evaluation also contributes to enhanced

transparency  within  organizations.  By  eliminating  biases  inherent  in  traditional

evaluation methods, AI ensures fairness while recognizing top performers objectively.

However, it's essential to acknowledge some potential downsides associated

with relying solely on AI tools for employee evaluations. For instance, there might be

concerns  regarding  privacy  issues  or  fears  that  automated  systems  could  replace

employees' jobs. Despite these challenges, the benefits offered by integrating AI into

employee performance evaluations cannot be ignored. It streamlines processes while

promoting  objectivity  and  fairness  within  organizations  –  factors  crucial  for
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enhancing overall productivity levels in today's highly competitive IT sector. As we

continue  into  the  digital  age,  it  becomes  increasingly  evident  that  embracing

technological  advancements  like  artificial  intelligence  is  necessary  for  businesses

looking  to  stay  ahead  of  the  curve.  In  this  ever-evolving  landscape  where  talent

retention  plays  a  vital  role  in  organizational  success  -  leveraging  AI-powered

solutions can help companies attract top talent while fostering a culture of continuous

improvement and growth.

1.3        AI tools for human resource practices in the IT sector

AI  tools  have  revolutionized  various  industries,  and  the  field  of  human

resources is no exception. In the IT sector, these AI-powered tools are being used to

streamline and enhance multiple HR practices. One such area where AI is making a

significant impact is in employee performance evaluation. Gone are the days when

performance evaluations were solely based on subjective assessments by managers.

With AI tools, organizations can now collect  and analyze vast amounts of data to

evaluate  employee  performance  more  accurately.  These  tools  use  advanced

algorithms to assess data quality, performance metrics, feedback mechanisms, system

integration,  and  technology  infrastructure.  By  leveraging  AI  for  employee

performance evaluation, companies can ensure that assessments are fair and unbiased.

Objective  metrics  reduce  the  chances  of  personal  biases  influencing  assessment

outcomes.

Moreover,  AI  tools  provide  employees  with  real-time feedback  based  on

their strengths and weaknesses. The advantage of using AI in HR practices extends

beyond just evaluating employee performance; it also improves employee retention in

the  Information  Technology  sector.  Organizations  can  offer  targeted  training

programs  or  career  development  opportunities  that  align  with  their  skills  and

aspirations  by  accurately  identifying  areas  where  employees  excel  or  need

improvement.  However,  it's  essential  to  acknowledge  that  there  are  potential

downsides  as  well.  While  AI  tools  contribute  valuable  insights  into  objectively

The Effect of AI (Artificial Intelligence) in Employee Performance             93



evaluating employee performance, they may need a more human touch for nuanced

understanding and empathy during feedback sessions.

1.4            Benefits of AI tools in human resource practices

Advantage of AI tools in human resource practices in the IT sector:

● AI tools have revolutionized the way employee performance evaluation is

conducted  in  the  IT  sector.  These  advanced  technologies  offer  several

advantages that enhance efficiency and accuracy.

● AI-powered  systems can  analyze  large volumes of  data much faster  than

humans. HR professionals can save time and effort by automating tasks such

as collecting and analyzing performance metrics. With AI, evaluations can

be done more frequently, providing real-time feedback to employees.

● AI  tools  eliminate  biases  and  subjectivity  from  the  evaluation  process.

Traditional  methods  often  suffer  from  unconscious  bias  or  personal

preferences,  which  can  impact  fairness.  However,  with  AI  algorithms,

evaluations are based on objective criteria and predefined metrics, ensuring a

fair assessment for all employees.

1.5         Drawback of AI tools in human resource practices

Despite  their  numerous benefits,  some potential  drawbacks  are associated

with  using  AI  tools  for  employee  performance  evaluation  in  the  IT  sector.  One

primary concern is privacy and data security. As these systems collect vast amounts

of sensitive data about employees' performance and behavior patterns, there is always

a risk of misuse or unauthorized access.  Organizations must ensure robust security

measures  are  implemented  to  protect  employee  privacy.  Another  challenge  is

resistance from employees who may feel uncomfortable constantly monitored by an

automated  system.  This  could  lead  to  decreased  trust  among  employees  towards

management if they perceive it as intrusive or invasive.
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1.6         The Need for the Study

In  today's  fast-paced  business  environment,  organizations  constantly  seek

ways to improve performance and stay ahead of the competition. One crucial aspect

that plays a significant role in an organization's success is its employees. Employee

performance evaluation is essential  for assessing individual and team productivity,

identifying areas of improvement, and rewarding exceptional performers. However,

traditional  employee  performance  evaluation  methods  have  often  been  time-

consuming,  subjective,  and  prone  to  biases.  This  has  led  many  information

technology  (IT)  organizations  to  turn  towards  artificial  intelligence  (AI)  tools  to

streamline their human resource practices.  The need for this study arises from the

growing  reliance  on  AI  tools  in  employee  performance  evaluation  within  the  IT

sector.  As  more  companies  adopt  these  technologies,  it  becomes  essential  to

understand how they impact employee retention rates. By examining the effects of AI

on employee performance evaluations,  specifically within the IT sector,  this study

aims to shed light on whether these tools contribute positively or negatively towards

retaining  top  talent.  Understanding  this  relationship  can  help  organizations  make

informed decisions regarding their HR practices and optimize their use of AI tools.

There is a pressing need to examine how AI affects employee retention to ensure that

businesses effectively leverage technology while prioritizing workforce satisfaction

and  engagement.  By addressing  this  gap  in  knowledge  through  rigorous  research

methodology, we can gain valuable insights into optimizing HR practices within the

IT sector. Stay tuned as we explore various aspects of AI in employee performance

evaluation and its impact on employee retention within the information technology

sector!

1.7          Scope of the Study

The scope of this study is to explore the impact of artificial intelligence (AI)

on  employee  performance  evaluation  in  the  information  technology  sector.  With

advancements in AI technology, organizations are increasingly using AI tools and

systems for various HR practices, including employee performance evaluation. This

study aims to understand how these AI tools are implemented in the IT sector and
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their  effect  on  employee  retention.  By  examining  different  AI  tools  used  for

performance evaluation, such as data quality analysis, performance metrics tracking,

feedback mechanisms, system integration, and technology infrastructure support, we

can gain insights into how these technologies are transforming traditional methods of

evaluating  employee  performance. Additionally,  this  study  will  identify  the

advantages and disadvantages of implementing AI tools in human resource practices.

It  will  explore how these tools enhance  evaluation accuracy  and objectivity while

considering  potential  challenges  like  privacy  concerns  or  bias  issues.  Through  a

comprehensive review of literature by various authors from relevant fields such as HR

management  and  IT  systems  implementation,  we  aim  to  provide  an  extensive

understanding  of  current  research  findings  regarding  AI  applications  in  employee

performance evaluation.

1.8          Research Gap of the Study

Determining  the  area  of  research  that  remains  unexplored  regarding  the

influence  of  artificial  intelligence  (AI)  on  employee  retention  in  the  information

technology (IT) industry is of the utmost importance. Considerable research has been

dedicated  to  the  study  of  artificial  intelligence  (AI)  and  its  diverse  industrial

applications.  However,  there  is  a  notable  dearth  of  comprehensive  studies  that

specifically examine the influence of AI on employee performance evaluation and the

resultant  repercussions  on  employee  retention  in  the  IT  sector.  Existing  literature

primarily  focuses  on AI tools  for  recruitment  and selection processes,  but  limited

research  is  available  regarding  its  usage  in  evaluating  employees'  performance.

Additionally,  most  studies  have  focused  more  broadly  on  overall  organizational

performance  than  individual  employee  performance  evaluations.  Moreover,  while

some researchers have explored the benefits of AI tools for human resource practices

such as data quality and system integration, there is a need for further investigation

into  how  these  tools  specifically  affect  employee  feedback  mechanisms  and

technological  infrastructure  within  IT  organizations.  Therefore,  this  study  aims to

bridge this research gap by comprehensively examining the effects of AI on employee

performance evaluation with a specific  focus on its  impact  on employee retention
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within the IT sector.  Doing so will  contribute to  existing knowledge and  provide

valuable  insights  for  HR  professionals  seeking  to  implement  effective  AI-based

systems for evaluating their employees' performances.

1.9         Statement of the problem

Employee performance evaluation is crucial to human resource practices in

the  information  technology  sector.  Traditionally,  this  process  has  been  time-

consuming and subjective,  relying  heavily  on manual  assessments  by supervisors.

However,  with  the  advancements  in  artificial  intelligence  (AI)  technology,

organizations  now  have  access  to  AI  tools  that  can  streamline  and  automate

performance evaluations. While these AI tools offer several benefits, like increased

efficiency and objectivity, they also bring forth particular challenges. One of the main

problems associated with implementing AI in employee performance evaluation is

ensuring data quality. Since these systems rely on vast amounts of data for analysis,

any inaccuracies or biases present in the data can significantly impact the evaluation

outcomes.  Another  area  for  improvement  lies  in  defining  accurate  performance

metrics that align with an organization's goals and objectives. With AI tools providing

various ways to measure employee performance, choosing relevant metrics that truly

reflect  an  individual's  contribution  to  their  role  becomes  essential.  Furthermore,

integrating  these  new  technologies  into  existing  systems  poses  its  own  set  of

challenges.  Ensuring  proper  system  integration  requires  careful  planning  and

coordination  between  different  organizational  departments.  Additionally,

organizations  must  consider  their  technology  infrastructure  capabilities  before

implementing  AI  tools  for  performance  evaluation.  Outdated  or  insufficient

technological resources may hinder the effective utilization of these tools and limit

their  potential  benefits.  Feedback  mechanisms  play  a  vital  role  in  employee

development  and  improvement.  While  AI  systems  can  provide  valuable  insights

through automated feedback  processes,  there  is  a  need  to balance  automation and

personalized feedback from managers or peers. Addressing these problems is crucial

for successfully implementing AI-based employee performance evaluation systems in

the  IT  sector.  Organizations  must  carefully  evaluate  their  current  practices  and
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leverage appropriate strategies to overcome these challenges while maximizing the

advantages of artificial intelligence technologies.

1.10      The Framework of the Study

2 Review of Literature

The subject of employee retention and the impact of artificial intelligence

(AI)  on  performance  evaluation  is  gaining increasing  attention  in  the  information

technology industry. Numerous studies have investigated the connection between AI,

employee  retention,  and  performance.  [5]  examined  the  effects  of  artificial

intelligence on employee retention and performance are moderated in comparison to

emotional intelligence. Similarly, [4] highlighted the Possibilities of eHRM and AI

augmenting  the  compatibility  between  organizations  and  employees,  thereby

increasing retention rates.

[9]  Discussed  utilizing  artificial  intelligence  to  deliver  feedback  to

employees, with an emphasis on its capacity to automate performance assessments

and enhance job performance. AI-based human-machine interaction technology has a

direct impact on enterprise performance and employee satisfaction, according to [8]
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Additionally,  Incorporating AI into talent  management  models increases  employee

engagement and enterprise performance, according to [6]. [2] AI has the potential to

increase  employee  engagement,  performance,  and  retention  in  human  resource

management,  according  to  [1],  who  emphasized  the  significance  of  utilizing  AI

technology to assess employee performance and make strategic decisions. The results

presented here align with the research conducted by [7]. An investigation into the

effects of AI implementation on employee motivation, satisfaction with job security,

and organizational commitment, with a specific focus on the COVID-19 pandemic. In

contrast, [11] emphasized the potential adverse consequences of artificial intelligence

(AI), including employment insecurity and anxiety, both of which have the capacity

to diminish employee productivity. [3] provided evidence that artificial intelligence

(AI) methodologies, including neural-fuzzy networks,  can be employed to enhance

the efficiency of employee quality evaluations and discern individuals who meet the

criteria for career progression or additional training. All the literatures suggest that AI

has a significant  impact on employee performance evaluation and retention in the

information technology sector. While AI can enhance talent management, automate

performance evaluations, and improve employee engagement, it also poses challenges

related  to  job  insecurity.  Therefore,  organizations  need  to  carefully  consider  the

implementation of AI in employee performance evaluation to maximize its benefits

while mitigating potential negative effects.

3 Research Methodology of the study

In  order  to  gather  and  analyze  data  related  to  the  impact  of  artificial

intelligence  on  employee  performance  evaluation  and  employee  retention  in  the

Information Technology (IT) industry, this study utilized a research methodology. To

ensure  accuracy  and  reliability,  a  systematic  approach  was  followed.  A

comprehensive literature review was conducted to gain insights into existing studies,

theories,  and  concepts  regarding  AI  tools  in  human  resource  practices.  This  step

helped  establish  a  strong  foundation  for  the  research.  Next,  primary  data  was

collected  through  surveys  administered  to  IT  professionals  working  in  various

organizations.  The  survey  questionnaire  consisted  of  questions  about  their

The Effect of AI (Artificial Intelligence) in Employee Performance             99



experiences with AI tools for employee performance evaluation and how it influenced

their job satisfaction and intention to stay with their current employer. Additionally,

interviews were conducted with HR managers from different IT companies who have

implemented  AI  tools  in  their  performance  evaluation  processes.  A  total  of  319

respondents were used as samples for this study. Furthermore, statistical techniques

such as Correlation, regression analysis, and chi-square were employed to analyze the

collected  data.  This  enabled  us  to  identify  significant  relationships  between  data

quality, performance metrics, feedback mechanisms, system integration, technology

infrastructure,  performance  evaluation  methods  using  AI  tools,  and  employee

retention rates within IT firms. The research methodology adopted in this study aimed

to  accurately  represent  the  current  scenario  while  minimizing  biases  or  errors

associated  with  subjective  opinions  or  limited  sample  sizes.  By  utilizing  a

comprehensive  research  approach  consisting  of  reviewing  literature,  conducting

surveys and interviews,  and implementing advanced  statistical  analysis,  this  study

delivers valuable insights on the effects of AI on employee performance evaluation

and  its  impact  on  retention  in  the  IT  industry.  This  information  can  assist  in

developing  strategies  to  improve  the  integration  of  AI  tools  in  HR  practices,

ultimately  fostering  a  better  work  environment  and  promoting  higher  employee

engagement and retention rates within the Information Technology field.

4. Data Analysis and Interpretation

Table 1:  Respondent’s opinion towards Employee retention
Employee retention Mean SD

Current AI evaluation methods are effective 4.02 1.49

AI can improve employee performance evaluation 3.50 1.46

AI-driven employee performance evaluations are fair and unbiased. 3.32 1.54

AI can help improve employee engagement and retention 3.40 1.44

Source: Primary data computed* Significant at one percent level;   Ns - Non - significant
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According  to  Table  1,  respondents  had  varying  viewpoints  on  employee

retention.  This  included  the  effectiveness  of  current  AI  evaluation  methods,  the

potential for AI to enhance employee performance evaluation, and the fairness and

impartiality  of  AI-driven  evaluations.  Additionally,  many  believed  that  AI  could

contribute  to  increased  employee  engagement  and  retention.  Ratings  for  each

statement were collected using five-point scales and then analyzed to determine mean

scores and standard deviation. The majority of participants (mean score=4.02) placed

importance on the effectiveness of current AI evaluation methods, with little deviation

among responses (standard deviation=0).

An invaluable instrument for enhancing employee performance evaluation is

artificial intelligence. In addition to guaranteeing equity and objectivity (mean value:

3.5),  it  facilitates  the  enhancement  of  employee  engagement  and  retention  (mean

value: 3.4). Regarding employee retention strategies, these AI-powered evaluations

have been deemed effective and have been met with positive employee feedback.

Table 2 Respondent's Opinion about AI Employee Performance Evaluation 

S.N

O

AI  Employee  Performance

Evaluation variables
Mean

Std.

Deviatio

n

Me

an

Rank

Chi-

square

value

P-

value

Multiple

comparison

test

1 Data quality 2.986 1.464 2.91

266.18

8
0.000

2

2 Performance metrics 3.386 1.281 3.74 1

3 Feedback mechanisms 2.942 1.449 2.74 4

4 System Integration 2.936 1.439 2.74 4

5 Technology infrastructure 2.916 1.533 2.87 3

Source: Primary data computed* Significant at one percent level;   Ns - Non - significant

It  is  important  to  note  that  the  various  variables  of  AI  Employee

Performance Evaluation workers include data quality, performance metrics, feedback

mechanisms,  system  integration,  and  technology  infrastructure.  An  AI  Employee

Performance Evaluation was  rated  by respondents.  A mean value of  2.91 to  3.38

indicates  a  moderate  level  of  AI  Employee  Performance  Evaluation  among

respondents. Standard deviation indicates that retailers differ little.
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H0= Opinion about the AI Employee Performance Evaluation is similar

among all respondents.

To verify the stated hypothesis, the Friedman test is utilized. The mean rank

ranges from 2.74 to 3.74, with a significant chi-square value of 266.188 at a 1% level.

As a result, the hypothesis is rejected, indicating that there are variations in the AI

Employee  Performance  Evaluation  among  retailers.  In  order  to  determine  which

retailer  has the highest AI Employee Performance Evaluation, Friedman's multiple

comparison  test  is  conducted  which  groups  5  statements  into  5  categories:

performance  metrics  in  first  place,  data  quality  in  second  place,  technology

infrastructure  in  third  place,  and  feedback  mechanisms  and  system integration  in

fourth place.

Table.  3  AI  Employee  Performance  Evaluation  variable and
Employee retention

AI Employee Performance Evaluation
variables

Employee retentionp-value

Data quality 0.485 0.001*

Performance metrics 0.395 0.001*

Overall feedback mechanisms 0.735 0.001*

System integrations 0.772 0.001*

Technology infrastructure 0.516 0.001*

 Primary data computed, *significant at one percent level

AI  Employee  Performance  Evaluation  variables  dimensions  and  employee

retention are shown in Table 3.

H0:   There  is  no  relationship  between  the  dimensions  of  AI  Employee

Performance Evaluation variables and Employee retention.

To confirm the hypothesis, a Pearson correlation analysis was conducted and

yielded significant p-values. As a result, the hypothesis was rejected. The R-values

were all positive, indicating a strong relationship between AI Employee Performance

Evaluation  variables  (Data  Quality,  Performance  metrics,  Overall  feedback

mechanisms,  System  integration,  and  Technology  infrastructure)  and  Employee

retention.  The  range  of  r-values  was  0.735 to  0.395.  These  findings  suggest  that
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Overall  feedback  mechanisms,  System integrations,  and Technology  infrastructure

contribute more significantly to Employee retention compared to Data quality and

Performance metrics in relation to AI Employee Performance Evaluation.

Table 4  Effect of AI Employee Performance Evaluation Variable and

Employee retention

     R-Value
R-Square

Value

Adjusted R

Square Value
F-Value P-Value

0.899 0.807 0.806 431.883 0.001

AI Employee Performance

Evaluation  variable
B Std. Error Beta t- Value P-Value

Content 0.460 0.075 - 6.148 0.000

Data quality -0.040 0.049 -0.045 -0.827 0.409(NS)

Performance metrics 0.422 0.044 0.411 9.656 0.000

Overall  feedback

mechanisms
0.063 0.070 0.069 0.906 0.365(NS)

System integrations 0.363 0.069 0.398 5.258 0.000

Technology infrastructure 0.091 0.036 0.106 2.521 0.012

Source: Primary data computed* Significant at one percent level;   Ns - Non - significant

The  researcher  has  assessed  the  AI  Employee  Performance  Evaluation

factors for employees, covering Data quality, Performance metrics, Overall feedback

mechanisms,  System  integrations,  and  Technology  infrastructure.  Likewise,

Employee  retention  is  evaluated  through  five  statements,  which  are  then  used  to

determine the overall retention rate of workers. This study aims to analyze the impact

of  AI  Employee  Performance  Evaluation  factors  on  Employee  retention  among

workers.  To achieve this goal,  multiple regression analysis was conducted and the

results are presented in table 4.
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H0:  There is no effect of AI Employee Performance Evaluation variables on

workers' Employee retention.

As indicated by the model summary, the hypothesis is rejected on the basis of a

statistically  significant  F-value of  431.883 (P-value  =  0.001).  The R-square  value

indicates the degree to which the dependent variable is influenced by the independent

variables. Employee retention is significantly impacted by the independent variables

(data  quality,  performance  metrics,  overall  feedback  mechanisms,  system

integrations,  and technology infrastructure),  as  indicated  by the R-square  value of

0.807.  This  implies  that  these  factors  account  for  80.7  percent  of  the  variability

observed in employee retention. Furthermore, the equation provides insight into the

relative significance of each independent variable with respect to employee retention

via the standardized coefficient beta value.

Employee retention= 0.460 + 0.422 (Performance metrics) + 0.363 (System

integrations) + 0.091 (Technology infrastructure)

Based on the equation, both Performance metrics and System integrations

have a positive impact on Employee retention. Specifically, for every 0.422 increase

in Performance metrics, there is a one unit increase in Employee retention, holding

other factors constant. Similarly, a 0.363 increase in System integrations and 0.091

increase  in  technology  infrastructure  leads  to  a  one  unit  increase  in  Employee

retention, while other factors remain unchanged. This highlights the significance of

these dimensions in influencing Employee retention among workers. Therefore, it is

crucial  for  workers  to  prioritize  Performance  metrics  and  System  integrations  to

improve their AI Employee Performance Evaluation variable.

5 Findings of the study

The study on the effect of AI on employee performance evaluation in the IT

sector  yielded  some  interesting  findings.  It  was  observed  that  AI  tools  have

significantly improved the accuracy and efficiency of performance metrics. With data

quality being a critical factor in evaluating employee performance, AI-driven systems

can  collect  and  analyze  large  volumes  of  data  with  minimal  errors.  Furthermore,

feedback mechanisms integrated into these AI tools enable real-time monitoring and
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continuous  improvement.  Employees  can  receive  timely  feedback  on  their

performance,  allowing  them  to  make  necessary  adjustments  and  enhance  their

productivity. Additionally, the study found that system integration plays a vital role in

leveraging AI for effective performance evaluation. When different HR systems, such

as recruitment, learning management, and payroll, are seamlessly integrated with AI-

powered platforms, it  enables a holistic view of an employee's journey within the

organization.

Moreover,  technology  infrastructure  was  identified  as  a  key  factor

influencing the successful  implementation of  AI tools for  performance evaluation.

Robust  hardware  and  software  support  ensures  smooth  functioning  and  prevents

disruptions or downtime.

6.           Recommendations and suggestions of the study

1.  Embrace  a  Data-Driven  Approach:  To  enhance  employee  performance

evaluation, organizations in the IT sector should adopt a data-driven approach. This

involves implementing technology infrastructure that can collect and analyze relevant

performance  metrics.  By  leveraging  data  quality,  companies  can  gain  valuable

insights into employees' strengths, weaknesses, and areas for improvement.

2.  Implement  AI-Powered  Feedback  Mechanisms:  Incorporating  artificial

intelligence  tools  into  feedback  mechanisms  can  significantly  improve  the

effectiveness of performance evaluations. Intelligent algorithms can provide real-time

feedback  based  on  objective  criteria,  reducing  biases  and  ensuring  assessment

fairness.

3. Enhance System Integration: Seamless integration of different HR systems is

crucial for accurate employee performance evaluation. Organizations should invest in

integrating other platforms, such as payroll systems, project management software,

and communication tools, to gather comprehensive data for assessments.

4.  Foster  Continuous  Learning  Opportunities:  Encouraging  continuous  learning

among  employees  is  essential  for  their  professional  growth  and  overall  job

satisfaction. Companies should provide opportunities for skill development through

training programs, workshops, or online courses tailored to individual needs.
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5. Cultivate a Positive Work Environment: Creating a positive work environment

plays a vital role in retaining top talent within the IT sector. Organizations should

foster teamwork, open communication channels, recognition programs, and initiatives

promoting work-life balance.

6.  Evaluate  Performance  Evaluation  Processes  Regularly:  Regularly  assess  the

effectiveness of existing performance evaluation processes by seeking feedback from

managers and employees involved in these processes.

7.           Conclusion 

The  study  on  the  effect  of  AI  in  employee  performance  evaluation  on

employee retention in the information technology sector provides valuable insights

into the impact of artificial intelligence (AI) tools on human resource practices. The

findings  highlight  the  advantages  and  disadvantages  of  using  AI  for  performance

evaluation. Organizations can streamline their performance evaluation processes by

incorporating  AI  tools  such  as  data  quality,  performance  metrics,  feedback

mechanisms,  system integration,  and technology infrastructure.  These tools enable

them to gather  accurate  and real-time data for  evaluating employees'  performance

objectively. However, balancing automation and human involvement in the evaluation

process  is  crucial.  While  AI  can  enhance  efficiency  and  accuracy,  it  should  only

partially  replace  personal  interactions  or  subjective assessments.  Human judgment

and  qualitative  aspects  are  still  essential  in  evaluating  employee  performance

effectively.  The  study  emphasizes  that  implementing  AI  tools  for  employee

performance  evaluation  requires  careful  consideration  of  organizational  culture,

privacy  concerns,  ethical  implications,  and  potential  biases  embedded  within

algorithms. To maintain employee trust, it is vital to ensure transparency and fairness

throughout the process.  Based on these findings, organizations can make informed

decisions about integrating AI into their HR practices while considering its impact on

employee retention. They must provide adequate training opportunities for employees

to  adapt  to  new  technologies  successfully.  While  AI  offers  numerous  benefits  in

improving employee performance evaluation processes in the IT sector, organizations

must make a conscious effort  to strike a  balance  between automation and human
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involvement.  By  effectively  leveraging  the  strengths  of  humans  and  machines,

companies  can  optimize  their  HR  practices,  resulting  in  enhanced  employee

satisfaction and increased retention rates.
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