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ABSTRACT 

Micro, Small, and Medium Enterprises (MSMEs) often face limitations in terms of quantity and 

quality of human resources. These limitations can hinder MSMEs' ability to innovate and compete 

in an increasingly complex market. The utilization of technology can assist MSMEs in enhancing 

operational efficiency. However, not all MSMEs are capable of adopting advanced technology due 

to resource constraints and limited technological understanding. The aim of this research is to 

investigate the potential and effectiveness of integrating ChatGPT into Human Resource 

Management Systems (HRMS) for MSMEs, with a focus on enhancing productivity, stimulating 

creativity, and fostering sustainable business innovation. The research method employed is a 

literature review with a qualitative approach and descriptive analysis. The literature review is 

utilized to explore relevant literature from Google Scholar for the period 2018-2024. The study 

findings indicate that in the continually evolving digital era, technology integration such as 

ChatGPT in HRMS for MSMEs holds significant potential for enhancing operational efficiency, 

productivity, creativity, and business innovation. Through the implementation of this strategy, 

MSMEs can optimize their human resource management, create significant added value, and 

strengthen their position in an increasingly competitive business environment. 
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INTRODUCTION 

Micro, Small, and Medium Enterprises (MSMEs) often face challenges related to the 

quantity and quality of human resources (HR). These challenges can impede MSMEs' ability to 

innovate and compete effectively in the ever-evolving and increasingly complex market (Subagja 

et al., 2022). A shortage of HR can affect the productivity and creativity of MSMEs in producing 

products and services that meet the changing demands of the market (Kamar et al., 2022). 

Additionally, limitations in HR capabilities can also restrict MSMEs' access to technology and 

knowledge essential for enhancing their competitiveness and business growth. In this context, 

efforts to enhance HR capacity in MSMEs are urgently needed to ensure the sustainability and 

success of these businesses amid uncertain market dynamics. 

Technology adoption has the potential to act as a catalyst for improving operational 

efficiency for MSMEs (Ausat & Peirisal, 2021). However, not all MSMEs have the ability to adopt 

advanced technology as part of their operational strategy. Constraints such as limited resources, 

both financially and infrastructurally, often serve as major barriers for MSMEs in introducing and 

integrating technology into their business processes (Ausat et al., 2022). Furthermore, limited 
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understanding of the potential and benefits of technology also hinders MSMEs' ability to adopt 

technology solutions that align with their needs. 

Human Resource Management (HRM) is an inevitable approach in effectively managing 

human resources in the Micro, Small, and Medium Enterprises (MSMEs) environment. The 

integration of technology into HRM emerges as a crucial strategy in addressing various complex 

challenges in HR management at the MSME level. Technology can provide innovative solutions in 

monitoring and managing employee performance, competency development, and overall workforce 

administration (Diawati, Gadzali, et al., 2023). The importance of technology integration in HRM 

becomes increasingly prominent considering the dynamic changes in the business environment that 

demand MSMEs to optimize their human resources as one of the most important assets in achieving 

competitive advantage. 

One example of artificial intelligence technology emerging as a potential instrument in the 

context of Human Resource Management (HRM) is ChatGPT. With its ability to understand 

context and respond to text with a level of intelligence resembling human interaction, ChatGPT 

offers various applications that can support HRM functions effectively. Through the integration of 

ChatGPT in the recruitment process, MSMEs can leverage this technology to screen candidates 

more efficiently and objectively, with its ability to analyze and interpret information from candidate 

data (Subagja et al., 2023). Additionally, in the training context, ChatGPT can be used as a tool to 

provide personalized learning materials, offer real-time feedback, and create more interactive 

learning experiences (Ausat, Azzaakiyyah, et al., 2023). In terms of employee management, 

ChatGPT can play a role in providing assistance and information regarding company policies, 

answering employee queries, and providing advice on career development and issue resolution. 

The integration of ChatGPT into Human Resource Management (HRM) holds significant 

potential in enhancing employee productivity through the automation of routine tasks and providing 

assistance in decision-making processes. By addressing repetitive administrative tasks, ChatGPT 

enables employees to allocate their time and energy to activities requiring unique human skills such 

as complex problem-solving, collaboration, and creativity (Dwivedi et al., 2023). Besides 

enhancing operational efficiency, the use of ChatGPT in HRM can also create a more dynamic and 

stimulating work environment, where employees are encouraged to think out-of-the-box and 

contribute to product, service, and business process innovation (Iswahyudi et al., 2023). 

In facing the constantly changing market dynamics, Micro, Small, and Medium Enterprises 

(MSMEs) have an urgent need to innovate to maintain their relevance and competitiveness. The 

integration of ChatGPT into Human Resource Management (HRM) is not only key in enabling 

employees to have more time for creative thinking and generating innovative ideas but also can 

serve as a catalyst in adopting more sustainable business practices (Rane, 2023). By freeing 

employees from routine and administrative tasks, ChatGPT provides an opportunity for MSMEs to 

allocate their resources to areas requiring more intensive attention, such as market research, product 

development, and marketing strategies (Jusman et al., 2023). 

Although the integration of ChatGPT into Human Resource Management (HRM) offers 

the potential for various significant benefits, there are still several challenges that need to be 

addressed for smooth implementation. The first challenge to consider is the concern about the 

potential replacement of human roles by technology, which can result in uncertainty among team 

members and the general public (Morandini et al., 2023). Additionally, data security issues are also 

a serious concern, given the importance of personal information and business secrets stored and 

accessed through digital platforms. Effective data security is a necessity to prevent potential 

security threats that can harm businesses and employees. Furthermore, challenges related to the 

availability of necessary technology infrastructure must also be addressed to ensure smooth 

integration of ChatGPT into HRM. The importance of stable and fast access to the internet and 

other technology infrastructure cannot be ignored, given the increasing reliance on digital 

technology in modern HRM contexts. 

Therefore, based on the above explanation, the aim of this research is to explore the 

potential and effectiveness of using ChatGPT in HRM for MSMEs. The integration of this 

technology aims to enhance employee productivity by automating routine tasks, stimulating 
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creativity by freeing up time for innovative thinking, and fostering sustainable business innovation 

by providing better support in strategic decision-making. 

LITERATURE REVIEW 

ChatGPT 

 ChatGPT is an artificial intelligence model developed by OpenAI, designed to understand 

and generate text in a manner resembling human speech (Ausat, Suherlan, et al., 2023). The model 

utilizes deep learning techniques and is based on advanced Transformer architecture. By training 

the model on large datasets containing text from various sources such as books, news articles, and 

websites, ChatGPT can learn language patterns, general knowledge, and specific contexts necessary 

to understand and respond to user queries and requests accurately (Sudirjo, Diantoro, et al., 2023). 

ChatGPT's ability to generate coherent and relevant text has made it a popular tool for various 

applications, ranging from automated customer support to creative writing (Fauzi et al., 2023). With 

this capability, ChatGPT has significant potential to enhance human interactions with technology 

in various contexts, from customer service to education and beyond. 

Human Resource Management (HRM) 

 Human Resource Management (HRM) is a strategic approach to managing the workforce 

within an organization optimally to achieve its business objectives (Gadzali et al., 2023). It involves 

various practices and policies designed to recruit, develop, motivate, and retain employees so they 

can contribute maximally to the company's success. HRM encompasses various aspects, from 

human resource planning, employee recruitment and selection, training and development, 

performance management, to compensation and benefits management (Ausat, Risdwiyanto, et al., 

2023). The primary goal of HRM is to create a productive and motivating work environment where 

employees feel valued and supported to give their best (Rustiawan et al., 2023). By implementing 

effective HRM practices, organizations can improve employee retention, reduce recruitment and 

training costs, and create a company culture focused on growth and mutual success. 

Small and Medium Enterprises (SMEs) 

Small and Medium Enterprises (SMEs) are business sectors consisting of companies with 

small to medium scales in terms of the number of employees, revenue, and assets. Micro-enterprises 

typically have fewer than 10 employees, small enterprises usually have between 10 to 50 

employees, while medium enterprises typically have between 50 to 250 employees. SMEs play a 

crucial role in the economy as they contribute to job creation, economic growth, and income 

distribution (Ausat, Velmurugan, et al., 2023). SMEs also often serve as sources of innovation and 

creativity in business as they tend to be more flexible and responsive to market changes (Harahap, 

Sutrisno, et al., 2023). However, SMEs often face challenges such as limited access to capital, 

limited resource management, and intense competition with larger corporations. Therefore, 

supporting and developing SMEs is a critical focus in economic development strategies to enhance 

competitiveness and economic sustainability (Harahap, Ausat, et al., 2023). 

Productivity and Creativity 

Productivity is the level of efficiency in producing output or achieving specific goals within 

a certain time frame (Adiningrat et al., 2023). It involves using available resources optimally to 

produce more products or services with less cost or time. Meanwhile, creativity is the ability to 

generate new ideas, innovative solutions, or unconventional approaches to solving problems or 

creating something valuable (Diawati, Ausat, et al., 2023). Creativity involves flexible, associative 

thinking processes, and sometimes daring to create something new and original (Atrup et al., 2023). 

Productivity and creativity are interrelated in the business and innovation context. High 

productivity can enhance output and operational efficiency, while creativity opens the door to new 

innovations that can add value to the company (Ausat, Al Bana, et al., 2023). In combination, high 

productivity with strong creativity can help companies remain competitive in dynamic and evolving 

markets while strengthening their position in creating added value and meeting customer needs. 

https://doi.org/10.33395/jmp.v13i1.13684
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Sustainable Business Innovation 

Sustainable Business Innovation is the process of developing and implementing new ideas 

aimed at improving business performance economically, socially, and environmentally sustainably 

(Geissdoerfer et al., 2018). It encompasses various strategies and practices such as using resources 

more efficiently, developing environmentally friendly products, integrating social values into the 

supply chain, and efforts to minimize negative environmental impacts (Parida et al., 2019). Thus, 

sustainable business innovation aims not only to gain financial profits but also to ensure long-term 

business sustainability while considering social well-being and environmental preservation 

(Bocken & Geradts, 2020). 

RESEARCH METHOD 

 The research method employed is a literature review with a qualitative approach and 

descriptive analysis. Literature review is used to investigate relevant literature from Google Scholar 

for the period 2018-2024. Initially, 60 articles were identified, but after rigorous selection based on 

relevance to the research topic, methodological quality, and significance of contribution, 40 articles 

were selected as the focus of analysis. Data extracted from these articles were then analyzed 

descriptively to depict findings and trends emerging in the literature regarding the integration of 

ChatGPT in HRM for SMEs. This descriptive analysis will aid in understanding the concepts, 

challenges, benefits, and practical implications of integrating ChatGPT in the context of HRM for 

SMEs, as well as strengthen the knowledge base for further development in this research. 

 

RESULTS AND DISCUSSION 

In the ever-evolving digital age, the growth of technology has a significant impact on 

human resource management (HRM), especially for the Micro, Small and Medium Enterprises 

(MSMEs) sector, which is a key driver of the economy in many countries. The adoption of 

technologies such as ChatGPT, or Generative Pre-trained Transformer, offers transformational 

potential in HR management. Its ability to facilitate more effective communication between 

individuals and systems, sophisticated data analysis, and the development of personalised solutions 

can optimise the overall HR management process, helping MSMEs improve their productivity, 

efficiency, and competitiveness in an increasingly competitive market. 

The implementation of the ChatGPT integration strategy in Human Resource Management 

(HRM) for MSMEs is an endeavour that aims to achieve several essential objectives that include 

increasing productivity and creativity, as well as encouraging sustainable business innovation. The 

plan is anchored on ChatGPT's exceptional ability to conduct in-depth analyses of large-scale data, 

respond to employee needs and requests with remarkable speed, and provide relevant and scalable 

suggestions in the context of HR management. Utilising ChatGPT's artificial intelligence, this 

integration strategy can facilitate MSMEs in optimising the recruitment process, enhancing 

employee development, and identifying patterns that might improve operational efficiency 

(Nurhaida et al., 2023). This step is instrumental in helping MSMEs maintain their competitiveness 

in an increasingly complex and dynamic market. 

First of all, the integration of ChatGPT in Human Resource Management (HRM) has 

significant potential to optimise and improve efficiency in the employee recruitment and selection 

process. In this context, the utilisation of ChatGPT technology enables MSMEs to screen 

applications and conduct initial interviews more effectively. Utilising ChatGPT's sophisticated 

algorithms and analytics, MSMEs can save the time and effort required in the recruitment process, 

while still ensuring that the selected employees meet the company's needs and standards (Raharjo, 

2023). In addition, ChatGPT integration can also help reduce bias and increase objectivity in the 

assessment of prospective employees, as this technology can evaluate various aspects and 

parameters holistically, including skills, experience, and company culture fit (Elmohandes & 

Marghany, 2023). The use of ChatGPT in HRM not only brings operational efficiency, but also 

improves the accuracy and quality of decision-making in the recruitment process, which in turn can 

positively contribute to the growth and long-term success of MSMEs. 

https://doi.org/10.33395/jmp.v13i1.13684
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The next discussion addresses ChatGPT's role in improving the quality of internal 

communication among teams within an organisation. In this case, ChatGPT offers a solution that 

reduces barriers in communication by utilising chatbot features that are able to provide quick 

responses to common questions or direct employees to resources that suit their needs (Raj et al., 

2023). With these capabilities, ChatGPT effectively helps reduce the administrative workload 

typically experienced by HR departments, allowing them to allocate more time and resources on 

the strategic development of human resources. The use of ChatGPT not only optimises internal 

communication processes, but also supports overall operational efficiency, while opening the door 

to strategic development in HR management. 

The implementation of ChatGPT not only strengthens, but also stimulates initiatives in 

employee training and development. Utilisation of ChatGPT's chatbot capabilities can provide 

interactive training modules that can be accessed at any time by employees, allowing them to 

develop their skills independently according to their specific needs (Limna, 2023). In addition, 

ChatGPT's immediate feedback feature allows employees to identify areas that require 

improvement and fine-tune their skills more effectively. Thus, through the integration of ChatGPT 

in training and development programmes, organisations can create a dynamic and responsive 

learning environment that promotes employees' continuous personal and professional growth. 

Not only focusing on previous functions, the role of ChatGPT in managing sentiment and 

responding to employee feedback is becoming increasingly crucial. In this context, ChatGPT 

functions as an analytical tool capable of gathering and evaluating data from various sources, 

including internal conversations and direct feedback from employees. With this capability, 

ChatGPT significantly contributes to the HR department's ability to detect and identify issues or 

dissatisfaction that may arise among employees more quickly and accurately (Raman et al., 2024). 

Consequently, organizations can take proactive improvement actions, ensuring that emerging 

issues are addressed in a timely and effective manner, thereby enhancing employee satisfaction and 

engagement and strengthening the organizational culture overall. 

Within the framework of business innovation context, the integration of ChatGPT serves 

not only as a tool but also as a catalyst that inspires and fuels creativity within teams. By providing 

quick and easy access to relevant information and necessary resources, ChatGPT plays a crucial 

role in creating a work environment that facilitates deep and productive collaborative discussions 

(Roumeliotis & Tselikas, 2023). Through this process, new ideas can emerge and flourish, while 

innovative solutions can be proposed and executed more effectively. By integrating ChatGPT into 

the team collaboration process, organizations can harness artificial intelligence to broaden 

perspectives, foster critical thinking, and realize the creative potential inherent in each individual. 

ChatGPT not only serves as an assistive tool but also enriches and expands the horizons of 

innovation within the modern business context. 

In this context, the strategy of integrating ChatGPT into Human Resource Management 

(HRM) for Micro, Small, and Medium Enterprises (MSMEs) aims not only to improve operational 

efficiency but also to establish a solid foundation for a culture of innovation and creativity within 

the organizational structure. By leveraging the potential of this technology optimally, MSMEs can 

not only improve their HR management but also generate significant added value. Through this 

approach, ChatGPT serves as a catalyst for stimulating innovative thinking and inspiring creativity 

throughout the organization. By fostering a strong culture of innovation, MSMEs can progressively 

strengthen their position in an increasingly competitive and dynamic market while providing 

impetus for sustainable growth and long-term success. Thus, the integration of ChatGPT into HRM 

is not only about achieving operational goals but also about laying a strong foundation for 

organizational growth and innovation in the future. 

In addition to the benefits outlined earlier, the integration of ChatGPT into Human 

Resource Management (HRM) for Micro, Small, and Medium Enterprises (MSMEs) also opens up 

significant potential to enhance the quality of data-driven decision-making. Leveraging ChatGPT's 

superior ability to analyze and extract insights from large-scale data, MSME leaders can access 

relevant information more quickly and efficiently. By presenting information succinctly and in an 

easily understandable manner, ChatGPT assists MSME leaders in making more informed and 
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timely decisions (Sudirjo, Ausat, et al., 2023). This process not only improves decision-making 

quality but also enables MSMEs to respond to market dynamics more adaptively and responsively. 

By relying on accurate and detailed data analysis, MSMEs can strengthen their position in the 

increasingly competitive business landscape while opening up opportunities for long-term growth 

and development. The integration of ChatGPT into HRM not only provides practical advantages 

but also strengthens the strategic foundation for MSME success in this digital era. 

For instance, ChatGPT can be utilized in analyzing employee performance data to identify 

patterns or trends that may not be manually detectable. By harnessing ChatGPT's advanced 

analytical capabilities, employee performance data can be processed more efficiently and 

comprehensively, enabling the identification of patterns or trends hidden within the complexity of 

the data. MSME leaders can gain deeper insights into individual and team performance and take 

necessary steps to improve productivity or enhance the performance of employees needing 

additional support. This process not only helps improve operational effectiveness but also provides 

an opportunity to design more targeted employee development strategies, thereby enhancing 

competitiveness and sustainability in the market. Integrating ChatGPT into employee performance 

analysis is a key factor in bridging the gap between data and effective decision-making at the 

organizational level (Ray, 2023). 

In addition to the benefits outlined, the integration of ChatGPT into Human Resource 

Management (HRM) also has the potential to strengthen the relationship between Micro, Small, 

and Medium Enterprises (MSMEs) and their employees. MSMEs can create open communication 

channels through ChatGPT-supported chat platforms that are user-friendly, allowing employees to 

easily access information, provide feedback, or even express concerns anonymously. By fostering 

an inclusive and employee-oriented work environment, MSMEs can strengthen employee 

ownership and engagement in decision-making processes and organizational development 

(Mukson et al., 2021). As a result, this can increase employee loyalty, reduce turnover rates, and 

create a solid foundation for long-term growth and success for MSMEs. Thus, ChatGPT integration 

not only optimizes operations but also strengthens crucial interpersonal relationships in the context 

of human resource management. 

From a long-term perspective, the strategy of integrating ChatGPT into Human Resource 

Management (HRM) has vast potential to create positive impacts that extend into the entire 

ecosystem of Micro, Small, and Medium Enterprises (MSMEs). By enhancing productivity, 

creativity, and innovation at both individual and company levels, MSMEs can not only improve 

their competitiveness in an increasingly complex global market but also become agents of change 

driving local economic growth and community prosperity (Surya et al., 2021). By creating a work 

environment that fosters skill development and innovative thinking, MSMEs can catalyze job 

creation, enhance economic well-being at the local level, and expand opportunities for social and 

infrastructural development (Sutrisno, 2023). The positive impact of ChatGPT integration in HRM 

is not only felt internally by MSMEs but also has broad and beneficial implications for society as 

a whole. 

However, it's important to remember that the integration of advanced technologies like 

ChatGPT into Human Resource Management (HRM) also brings a number of challenges and 

ethical considerations that must be carefully considered. One major challenge is ensuring that the 

use of this technology does not replace essential human interactions in the HR management process. 

While ChatGPT can provide quick and efficient solutions, it's important for organizations to 

maintain a balance between technology use and direct interaction between managers and 

employees. Additionally, employee data security is also a critical aspect to prioritize. In 

implementing technologies like ChatGPT, organizations must ensure that the systems used are 

secure from cyber threats and that employee data is stored and managed with high-security 

standards. Thus, while leveraging the benefits of advanced technology in HRM, organizations must 

also continually address and overcome emerging ethical challenges and considerations to ensure 

responsible and sustainable technology use. 

Overall, considering the challenges and considerations mentioned, Micro, Small, and 

Medium Enterprises (MSMEs) can wisely harness the immense potential of ChatGPT integration 
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into Human Resource Management (HRM) to enhance productivity, creativity, and innovation in 

their business operations. However, in adopting this technology, it's important for MSMEs to 

ensure that the needs and interests of employees remain the primary focus. In this regard, MSMEs 

must commit to maintaining the right balance between operational efficiency gained through 

technology and the need for meaningful human interaction in HR management. By addressing 

ethical aspects and prioritizing employee interests, MSMEs can optimize the benefits of ChatGPT 

integration while building an inclusive and employee-oriented work environment, which in turn 

will strengthen employee engagement and loyalty, as well as overall company performance. 

Table 1. Potential Indicators of ChatGPT Integration in HRM for SMEs 

Indicators Description 

1. Optimization of Recruitment and 

Employee Selection 

Leveraging ChatGPT technology to streamline 

recruitment processes, potentially saving time 

and resources. 

2. Improving Internal Communication Implementing chatbots to enhance internal 

communication channels, potentially reducing 

administrative workload. 

3. Strengthening Employee Training and 

Development 

Providing interactive training modules through 

ChatGPT, potentially facilitating personalized 

learning experiences 

4. Sentiment Analysis and Response to 

Feedback 

Utilizing ChatGPT to analyze employee 

sentiment and feedback, potentially 

identifying areas for improvement 

5. Fostering Team Creativity Creating an environment conducive to 

creativity and innovation through 

collaborative discussions facilitated by 

ChatGPT 

6. Data-Driven Decision Making Harnessing ChatGPT's analytical capabilities 

for data-driven decision-making, potentially 

leading to more informed strategies 

7. Building Stronger Relationships with 

Employees 

Using ChatGPT platforms to foster employee 

engagement and strengthen relationships, 

potentially enhancing loyalty and retention 

8. Enhancing UMKM Competitiveness 

in Global Markets 

Leveraging ChatGPT to improve productivity 

and innovation, potentially increasing 

competitiveness in global markets 

9. Addressing Challenges and Ethical 

Considerations 

Considering ethical implications such as 

maintaining human-centric approaches and 

ensuring data privacy while integrating 

ChatGPT 

 

CONCLUSION 

In the ever-evolving digital era, the integration of technology such as ChatGPT into Human 

Resource Management (HRM) for Micro, Small, and Medium Enterprises (MSMEs) holds great 

potential to enhance operational efficiency, productivity, creativity, and business innovation. By 

adopting this strategy, MSMEs can optimize their human resource management, create significant 

added value, and strengthen their position in an increasingly competitive business landscape. 

Therefore, recommendations stemming from this research include: 1) Utilizing ChatGPT in the 

recruitment and selection processes to save time and resources while ensuring alignment with the 

company's needs. 2) Implementing ChatGPT to enhance internal communication, reduce 

administrative burdens, and enable a focus on more strategic human resource development. 3) 
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Leveraging ChatGPT in employee training and development to provide interactive training 

modules and direct feedback. 4) Using ChatGPT to analyze sentiment and proactively respond to 

employee feedback. 5) Creating a work environment conducive to innovation and creativity by 

facilitating collaborative discussions through ChatGPT. 6) Ensuring that the use of ChatGPT in 

data-driven decision-making considers ethical and data security concerns regarding employee data. 

7) Building stronger relationships with employees through an inclusive and user-friendly chat 

platform. By addressing challenges and considering ethical considerations, MSMEs can harness 

the significant potential of integrating ChatGPT into HRM to enhance their business performance 

while prioritizing the needs and interests of their employees. 
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