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Abstract 

The rapid advancement of digital technologies and Artificial Intelligence (AI) has reshaped 

human resource management (HRM) practices, especially within dynamic startup ecosystems. 

This study aims to examine how the synergy between digital transformation and AI enhances 

HRM effectiveness in key processes such as recruitment, performance management, 

employee development, and retention. Using a descriptive qualitative approach, data were 

collected from 15 startup companies located in Tangerang Selatan and South Jakarta, 

involving 30 HR practitioners selected through purposive sampling. Field data were obtained 

through semi-structured interviews, documentation analysis, and observations conducted 

from January to July 2025. The findings reveal that the integration of digitalization and AI 

improves the speed, accuracy, and quality of HR decision-making, while increasing employee 

productivity and engagement. However, challenges remain, including data security, digital 

capability gaps, and cultural resistance. This study highlights the need for a holistic and 

strategic approach in leveraging AI-based HRM systems within startup environments. 
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1. Introduction 

The rapid development of information and communication technology has changed many 

aspects of life, including how organizations manage human resources (HR). Digital 

transformation has opened up new opportunities for companies, especially startups, to 

simplify and accelerate HR management processes (Reyes-C. et al., 2025). By utilizing the 

latest technology, organizations can improve operational efficiency and make more informed 

decisions in employee management. In this context, Artificial Intelligence (AI) has emerged 

as an important tool that is increasingly being used to automate various HR functions, such as 

recruitment, competency development, and performance evaluation (Venugopal, 2024). 

Previous studies indicate that the combination of digital transformation and AI 

implementation has a positive impact on the effectiveness of HR management (Chowdhury et 

al., 2023). For example, the results of the study show that the use of AI in the employee 

selection process can speed up recruitment time and improve the quality of selected 

candidates (Kshetri, 2021). In addition, Lee and Kim (2023) highlights how digitization helps 

startups align their HR strategies with ever-changing business dynamics, while also driving 

innovation. However, there are still challenges in implementing this technology in an 

integrated manner so that its synergy can produce optimal benefits for HR management 

(Gong&Bartram, 2024), 

The main issue faced is how to effectively integrate digital transformation and AI into HR 

management practices in startups companies. This transformation is not only about 

technology, but also organizational cultural change and improving employee capabilities in 

facing digitalization (Cao et al., 2025). Therefore, a deep understanding of the factors that 

influence the success of this synergy is needed so that productivity and effectiveness in HR 

management can be maximized (Saefullah et al., 2025) . 

Accordingly, this study investigates how the integration of digital transformation and AI 

contributes to improving HRM effectiveness in startup environments. By focusing on the 

application of technology and its benefits for HR processes, it is hoped that the results of this 

study can provide practical contributions to companies and enrich the literature related to the 
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development of modern HR management that is adaptive in the digital era. This research is 

important as an effort to address challenges and capitalize on opportunities in future HR 

management (Rifia & Saefullah, 2024) . 

 

2. Literature Review 

2.1. Digital Transformation in Startup Human Resources Management 

Digital transformation in startups is a strategic process involving the adoption of digital 

technology to enhance competitiveness, efficiency, and innovation (Liao, 2024). However, 

this journey not only offers opportunities but also presents complex challenges, ranging from 

technological aspects, organizational culture, to human resources. Startups must be able to 

understand the significant impact of digital transformation on consumer behavior, market 

trends, and the industry landscape. Digital transformation is not merely an operational 

improvement, but a comprehensive change that requires startups to adopt technologies such 

as AI, cloud, big data, and blockchain to drive innovation and competitive advantage 

(Kuteesa et al., 2024) . The key to success lies in the startup's ability to build an agile and 

adaptive organizational culture so that it can respond quickly to market changes and 

technological disruptions. Agile and lean approaches are highly recommended so that startups 

can experiment, innovate, and pivot efficiently (Khoshroo & Talari, 2024) . 

The main challenges faced by startups in digital transformation include budget constraints, 

low digital literacy, cultural resistance, lack of managerial support, and cybersecurity risks 

(Anwar et al., 2025) Many startups still rely on manual processes due to limited funds and 

digital competencies, thereby hindering efficiency and innovation (Eprianto et al., 2025) . In 

addition, a lack of understanding of regulations and data security threats are also significant 

obstacles. To address these obstacles, entrepreneurs must enhance digital skills, foster 

management commitment, and engage with external ecosystems, including industrial partners 

and educational institutions. With an appropriate plan, digital transformation can serve as a 

pivotal catalyst for startup growth and innovation in the global landscape. 
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2.2. The Role of Artificial Intelligence in Effective Human Resource Management 

Artificial Intelligence (AI) has brought fundamental changes to the effectiveness of HR 

management, making processes such as recruitment, training, performance management, and 

workforce planning much more efficient and data-driven. In recruitment, AI can automate CV 

(Curriculum Vitae) screening, perform predictive analysis of candidate suitability, and utilize 

chatbots to answer applicant questions in real-time, thereby speeding up the selection process 

and reducing human bias. In terms of training and development, AI enables the 

personalization of training materials according to individual needs, as well as the continuous 

monitoring of employee progress through performance data analysis (Gupta et al., 2024) . 

In performance management, AI can provide automatic and real-time feedback, helping 

managers identify potential problems or development opportunities, and supporting more 

objective and transparent performance evaluations (Rahmadani et al., 2025). Additionally, AI 

plays a role in workforce planning by analyzing HR demand trends, predicting labor 

shortages or surpluses, and supporting data-driven strategic decision-making (Menaka, 2023) . 

However, the adoption of AI in HR management also presents challenges, such as the need 

for new digital skills, potential algorithmic bias, and ethical and data privacy issues that must 

be carefully managed (Masudul et al., 2025) . With proper integration, AI not only improves 

efficiency and accuracy but also strengthens the strategic role of HR in supporting the 

business objectives of organizations in the digital era. 

 

2.3. Synergy Between Digital Transformation and AI 

The synergy between digital transformation and Artificial Intelligence (AI) in HR 

management creates an ecosystem that is adaptive, innovative, and responsive to global 

market dynamics. This integration allows organizations to combine human and technological 

strengths, making HR management processes more efficient, data-driven, and oriented 

towards developing future talent (Nyathani, 2022) . By leveraging AI and digitalization, HR 

can optimize recruitment, training, performance management, and workforce planning 
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through in-depth data analysis and process automation, enabling faster and more accurate 

decision-making (Wahdaniah, 2023) . 

Furthermore, this synergy strengthens the culture of innovation in the workplace. 

Organizations are encouraged to continuously adapt, experiment, and develop new solutions 

that are relevant to business needs and technological developments (Zisis & Polydoros, 2025). 

Employees' digital competencies are also enhanced through continuous training and 

personalized career development, making human resources better prepared to face challenges 

and opportunities in the digital age. Collaboration between humans and technology not only 

increases productivity but also creates a better work experience and an environment that 

supports professional growth (Zimmerman, 2022) . 

Organizations that successfully manage the synergy of digital transformation and AI will gain 

significant competitive advantages in terms of operational efficiency, innovation, and 

employee satisfaction. This is an important foundation for startups and global companies to 

survive and thrive amid rapid market changes (Yang, 2024) . 

  

2.4.  Challenges and Implementation Strategies 

The main challenges in the synergy of digital transformation and AI in HR management 

include the digital skills gap, data protection, and the need for organizational culture change. 

The digital skills gap occurs because many employees do not yet have adequate technological 

competencies, so organizations need to provide continuous training and development so that 

human resources can adapt to new technologies (Winanda1 & Veri, 2025) . Data protection is 

a crucial issue because digitization and the use of AI increase the risk of personal data leaks 

and cyber security threats. Therefore, organizations must implement strict data security 

policies and ensure compliance with privacy regulations (Nicolás-Agustín et al., 2021) . 

In addition, organizational culture change is essential so that all elements of the company are 

open to innovation and collaboration between humans and technology. Resistance to change 

often arises from employees and management, requiring effective communication, visionary 

leadership, and managerial commitment to drive comprehensive technology adoption (Suljic, 
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2025) . Updating policies and organizational structures is also important to support the 

transformation process, such as adjusting SOPs, restructuring teams, and developing adaptive 

governance (Madanchian & Taherdoost, 2025) . 

Strategic leadership and ethical governance are key to ensuring responsible and sustainable 

AI adoption. Organizations need to build ethical oversight systems, manage potential 

algorithmic bias, and ensure that AI usage remains focused on human needs and 

organizational values (Parasa, 2021) . With this holistic approach, challenges can be 

overcome and the synergistic benefits of digitalization and AI can be optimized in HR 

management. 

 

3. Methodology 

This study uses a descriptive qualitative approach to gain an in-depth understanding of how 

the synergy between digital transformation and AI can improve the effectiveness of HR 

management in startup companies. This research design was chosen to explore the 

perspectives of practitioners and HR managers, as well as to observe the implementation of 

digital technology in the real context of dynamic and innovative startups. 

3.1. Data Collection 

This study involved 15 startup companies located in Tangerang Selatan and South Jakarta 

Indonesia, specifically areas with dense startup activity such as BSD (Bumi Serpong Damai), 

Ciputat, Kuningan, and Blok M. These companies were selected using purposive sampling, 

based on the criterion that they had implemented digital transformation initiatives and 

adopted AI tools in their HR operations. 

A total of 30 respondents participated in the study, consisting of HR managers, HR officers, 

and digital HR transformation specialists (two representatives from each startup). Data were 

collected through semi-structured interviews, online observation of HR digital platforms, and 

documentation reviews of HR policies and AI-based tools currently in use. 
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The interviews were conducted primarily in Bahasa Indonesia, as it is the native working 

language of the participants. Selected technical terms related to HR analytics, AI systems, 

and digital platforms were discussed using their original English terminology to ensure 

conceptual accuracy. All interview recordings were transcribed verbatim in Bahasa Indonesia 

and subsequently translated into English by the research team. To ensure translation accuracy 

and semantic equivalence, the translated transcripts were cross-checked by a second 

researcher with expertise in HR management and academic English. Any discrepancies were 

discussed and resolved through consensus prior to data analysis. 

Data collection was carried out between Januaryand July 2025 period, enabling the 

researchers to capture updated practices, ongoing challenges and evolving dynamics as the 

digital adoption momentum significantly increased in startup ecosystems during this period. 

This timing is consistent with recent empirical and policy-oriented studies that relied on early 

2025 organizational evidence to examine fast moving HRM and skills transition (Alexandro, 

2025; OECD, 2025). 

Consistent with qualitative research principles purposive sampling was employed to obtain 

rich, credible, and context-specific insights from individuals who possess direct experience 

with the phenomenon being studied (Creswell & Poth, 2021; Palinkas et al., 2020).  

Respondents were deliberately selected based on their direct involvement in the 

implementation of digital transformation and AI initiatives within their organizations. This 

expert-based , namely HR managers or HR practitioners who have been directly involved in 

implementing digitalization and AI initiatives within their organizations. Such expert-based 

selection ensures that the data collected are informed, contextually meaningful, and reflective 

of real organizational practices. This sampling strategy is consistent with prior research on 

digital HR transformation that relies on experienced HR professionals as key informants to 

enhance the depth, validity, and relevance of qualitative findings (Bansal et al., 2023; 

Alshahrani et al., 2025). 

The data collection methods consisted of semi-structured interviews and documentation 

studies related to the digital HR management policies or systems implemented in selected 
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startups. The research flow began with sample identification, field data collection, and 

thematic analysis to examine how digital technology and AI synergize in the processes of 

recruitment, development, performance evaluation, and employee retention. In addition, the 

parameters observed included the effectiveness of HR management processes, technology 

integration, the impact on employee productivity, and the challenges faced in implementing 

digital transformation. 

3.2. Data Analysis 

Data analysis in this study is conducted qualitatively using a thematic analysis approach, 

focusing on identifying recurrent patterns and core themes that emerge from interview and 

documentation data. Thematic analysis is widely recognised as a flexible yet rigorous method 

for organising and interpreting qualitative data through a structured process of coding and 

theme development (Ahmed et al., 2025).  

The analysis was supported using NVivo 14 qualitative data analysis software. The use of 

NVivo facilitated efficient data management, coding consistency, and transparent 

organization of themes across multiple data sources. The analytical process followed six main 

stages: (1) data familiarization through repeated reading of transcripts; (2) initial open coding 

to identify meaningful units of text; (3) grouping of related codes into preliminary categories; 

(4) development of overarching themes reflecting the synergy between digital transformation 

and AI in HR practices; (5) theme review and refinement; and (6) final theme definition and 

interpretation in relation to the research objectives. 

To enhance analytical reliability and trustworthiness, the coding and thematic development 

were not conducted by a single researcher alone. An initial coding framework was developed 

by the primary researcher and subsequently reviewed by a second researcher through a peer 

debriefing process. Differences in coding interpretations and thematic boundaries were 

discussed until consensus was reached. This collaborative analytical process helped reduce 

subjective bias and strengthened the credibility and dependability of the findings. 

By emphasizing contextual meaning, practitioner perspectives, and methodological rigor, this 

analytical strategy provides a comprehensive understanding of how digital technologies and 
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AI synergistically influence HR management effectiveness in startup organizations, without 

delving into overly technical system-level explanations  (Rezvi et al., 2025; Sithambaram & 

Tajudeen, 2023; Ahmed et al., 2025; Sithambaram & Tajudeen, 2023). 

 

 

4. Results 

The results of the study are organized around four main themes that emerged from the 

thematic analysis, each representing a critical dimension of how digital transformation and 

Artificial Intelligence (AI) synergistically enhance the effectiveness of human resource 

management (HRM) in startup companies. These themes reflect both the benefits and 

challenges experienced by HR practitioners in digitally driven startup environments. 

Theme 1: Automation and Data-Driven Decision-Making in HR Processes 

The first dominant theme highlights the role of digital transformation and AI in automating 

HR processes and strengthening data-driven decision-making. Participants consistently 

reported that AI-enabled recruitment systems, digital performance dashboards, and automated 

HR analytics significantly reduced administrative workloads and minimized human error. 

AI-based recruitment tools were perceived as particularly effective in accelerating candidate 

screening and improving the objectivity of selection decisions. HR managers emphasized that 

algorithm-supported assessments allowed them to identify candidates whose competencies 

aligned more closely with organizational needs. These findings align Ruiz et al. (2024),  who 

argue that AI enhances both the speed and quality of recruitment decisions. In addition, 

digital HR platforms enabled real-time access to workforce data, allowing managers to 

respond more strategically to organizational changes. Participants noted that data-driven 

insights improved workforce planning, performance monitoring, and managerial 

responsiveness, supporting earlier findings by  (Herlissha et al., 2024a). on the strategic value 

of digital HR analytics. 
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Theme 2: Enhanced Recruitment Quality and Employee Productivity 

The second theme focuses on improvements in recruitment outcomes and employee 

productivity resulting from the integration of AI and digital technologies. Respondents 

reported that AI-supported recruitment not only shortened hiring cycles but also increased the 

quality of employee-job fit, which subsequently influenced overall workforce performance. 

Beyond recruitment, digital tools were found to streamline training and performance 

evaluation processes. Automated learning platforms and AI-assisted performance monitoring 

enabled more personalized development pathways and clearer performance expectations. As 

a result, employees demonstrated higher productivity levels, as they could focus more on 

value-adding activities rather than repetitive administrative tasks. This finding supports the 

work of  Nawaz and Park (2024), who highlight the role of automation in improving both 

productivity and work efficiency in digital organizations.  

Theme 3: Employee Engagement and Flexible Work Experience 

The third theme captures the impact of digital transformation and AI on employee 

engagement and work experience. Participants reported that real-time performance feedback 

systems, digital collaboration tools, and flexible work arrangements facilitated by digital 

platforms contributed positively to employee motivation and engagement. 

Employees were described as more autonomous in managing their tasks and work schedules, 

which enhanced work–life balance and job satisfaction. This was seen as particularly 

valuable in startup environments characterized by rapid change and high performance 

demands. These findings resonate with  (Amarullah et al., 2023), who argue that digital 

flexibility is a key factor in talent retention within the global startup ecosystem. 

However, respondents also noted that digital engagement does not automatically replace 

human interaction. Several HR managers emphasized the importance of maintaining human-

centered communication to ensure that digital systems complement rather than diminish 

interpersonal relationships at work.  



Asia Business & Service Innovation 2(2), 144-164. (2025) 
https://doi.org//10.23405/ABSI.2025.2.2.07 

 

154 
 

Theme 4: Challenges of Data Security, Privacy, and Cultural Resistance 

Despite the benefits, the fourth theme highlights critical challenges associated with digital 

and AI adoption in HRM, particularly concerning data security, employee privacy, and 

organizational culture. Participants expressed concerns about potential data breaches, misuse 

of employee information, and compliance with data protection regulations. 

In addition, cultural resistance emerged as a significant barrier, especially among employees 

who perceived AI as a threat to job security or felt uncomfortable with technology-driven 

monitoring systems. These concerns echo the findings of Bahiroh and Imron (2024), who 

emphasize the importance of effective change management in facilitating technological 

adaptation without undermining social values and work ethics (Royan et al., 2024) .  

Respondents stressed that successful digital transformation requires strong top management 

support, adequate technological infrastructure, and continuous communication to build trust 

and acceptance among employees. This reinforces the argument by  (Maleha et al., 2025) . 

Overall, the thematic analysis demonstrates that the synergy between digital transformation 

and AI serves as a key enabler of effective HR management in startup organizations. While 

automation and data-driven decision-making significantly enhance efficiency and strategic 

capability, the sustainability of these benefits depends on the organization’s ability to manage 

data security risks and address cultural resistance. 

To visually summarize the impact of digital transformation and AI on HR management 

effectiveness, Figure 1 illustrates the relative strength of each thematic dimension. Process 

automation and decision-making exhibit the highest levels of effectiveness, followed by 

recruitment quality and employee productivity. In contrast, data security and cultural 

resistance represent areas requiring greater managerial attention and strategic intervention. 

These findings confirm that the effectiveness of digital and AI-enabled HRM lies not only in 

technological advancement but also in the integration of human values, organizational culture, 

and ethical governance. This holistic perspective provides a strong empirical foundation for 
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developing adaptive and sustainable HR strategies in the global startup era  (Devianto & 

Dwiasnati, 2020; Adiguna et al., 2024; Herlissha et al., 2024) . 

 

 

 

 

 

 

 

 

 

 Figure 1. Impact of Digital Transformation and AI on the Effectiveness of HR Management 

 

From the diagram above, it can be seen that process automation and decision-making 

received the highest scores in terms of effectiveness, each with a value of 9. These two 

aspects show that digitalization and AI optimally support efficiency, accuracy, and work 

speed in HR functions. Recruitment quality and employee productivity also received high 

scores (8 each), reinforcing the argument that AI and digital systems accelerate the selection 

process while improving recruitment outcomes and individual performance within the 

company. 

Employee engagement scored 7, indicating that the adoption of digitalization does increase 

engagement, although humanization efforts are needed to keep interactions warm and 

meaningful. However, challenges in data security (score of 5) and cultural resistance (score 

of 4) indicate significant issues that still need to be managed carefully. The threat of data 

leaks and changes in work culture often cause concern among employees and management, 

indicating the need for security policies and more intensive cultural adaptation training 

programs (Adiguna et al., 2024) .  
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These results are consistent with previous literature and research. Smith et al. (2022) confirm 

the effectiveness of AI in the recruitment process, while Nawaz et al. (2024) prove that 

digital technology integration drives better productivity and employee engagement. At the 

same time, the privacy and data protection found in this study align with the other AI and 

HRM literature, which found that AI adoption must be supported by robust data governance, 

clear ethical principles, and structured change management to ensure responsible and fair use 

of employee data (Papagiannidis et al., 2025). This suggests that the success of the synergy 

between technology and HR business processes is highly dependent on the balance between 

digital progress and human aspects in the company. 

Overall, this study confirms that the synergy of digital transformation and AI is an important 

foundation for the development of innovative and adaptive HR management in the era of 

global startup . However, successful implementation requires the integration of technology 

strategies and the strengthening of corporate values, so that all potential benefits can be 

achieved without neglecting the inherent risks (Herlissha et al., 2024) . 

 

5. Conclusion 

This study examines how the integration of digital transformation and Artificial Intelligence 

(AI) can improve the effectiveness of human resource management (HRM) in startup 

companies. Using a descriptive qualitative approach and purposive sampling techniques in 

startup companies that have implemented digital technology and AI, the study found that the 

synergy between these two elements can significantly accelerate the recruitment process, 

improve the quality of candidate selection, optimize performance evaluations, and increase 

overall employee productivity and engagement. 

In addition to providing operational efficiency, the implementation of digital transformation 

and AI also requires attention to data security and organizational culture change to achieve 

maximum success. The findings underscore that the successful implementation of this 

technology depends on infrastructure readiness, management support, and a balance between 

technological innovation and human values in human resource management. This holistic 
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approach is important as the foundation of modern human resource management that is 

adaptive in the era of digitalization and global competition. 

 

6. Recommendations 

Based on the research results, it is recommended that startup companies strengthen their 

change management strategies by focusing on improving digital literacy and organizational 

culture adaptation training in order to support digital transformation and optimal use of AI. 

Companies also need to develop strict data security policies to protect employee privacy 

while maintaining trust in the use of new technologies. 

For further research, it is recommended that studies with a broader quantitative approach be 

conducted and involve various industry sectors in order to obtain more comprehensive 

generalizations of the results. In addition, future research can explore the social and 

psychological impacts of digital transformation and AI on employees in depth, in order to 

provide a comprehensive picture of the paradigm shift in HR management in the future. 
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