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Abstract 

Artificial Intelligence (AI) is considered one of the most impactful technologies that can 

transform Strategic Human Resource Management (SHRM) through data-informed decision-

making, workforce optimization, and innovation-focused human capital management. In this 

context, the current research seeks to analyze the importance of AI-based SHRM as a means of 

organizational innovation and global competitiveness through reviewing recent trends in AI-

based recruitment, performance management of employees, workforce analytics, employee 

engagement, and intelligent decision support systems. The study investigates how new AI 

technologies, such as machine learning, natural language processing (NLP), predictive 

analytics, deep learning, and generative AI are introduced into human resource management 

practices to enhance talent acquisition and retention, skills development, and workforce 

planning. According to the review, AI-driven SHRM enables organizational innovation through 

fostering knowledge management, employee capability development, digital transformation, 

and innovation-related decision-making based on evidence. Moreover, AI-powered HR 

analytics and generative AI applications offer valuable insights for organizations to boost 

agility and productivity and gain competitive advantages. Nevertheless, the application of AI 

in HRM poses serious challenges, including issues of data privacy, algorithmic bias, 

transparency, explainability, ethical decision-making, and human-AI interaction. In this review, 

the knowledge gaps in the current literature are pointed out, and the necessity of the use of 

proper AI governance frameworks, explainable AI, and human-centered AI is stressed. It is 

found from the results that AI-based SHRM can be considered a significant strategic 

competence for improving innovation performance and organizational adaptability. 

Keywords: Artificial Intelligence, Strategic Human Resource Management, AI-driven HRM, 

Organizational Innovation, Workforce Analytics, Generative AI, Competitive Advantage 

1. Introduction 

The COVID-19 pandemic dramatically accelerated digital transformation, compressing years 

of technological adoption into mere months. According to a global McKinsey survey, digital 

offerings advanced by nearly seven years in just the first half of 2020 [1]. There have been a 

lot of developments in Strategic Human Resource Management (SHRM), which has grown 

from being a conventional administrative process concerned with the management of 

employees into a strategic partner involved in the development of the organization [2]. In the 
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age of digitalization, IT and big data, cloud computing, and artificial intelligence (AI) have 

changed the way HR functions, bringing in a new approach to decision-making based on data, 

workforce prediction, and personalized experience of the employees [3]. With the advent of 

Artificial Intelligence in Human Resource Management, more skills have been added to those 

related to intelligent recruiting, automatic performance evaluations, employee engagement, 

talent management, and workforce prediction. AI-powered SHRM brings in a combination of 

computational power and strategic HR functions aimed at enhancing organizational agility, 

knowledge management, and innovative capabilities of the organization [4]. Using AI-related 

insights, organizations can find out about skill gaps, optimize the use of human capital, enable 

global cooperation, and build adaptive workforce strategy [5]. 

SHRM stands for Strategic Human Resource Management and implies the incorporation of 

human resource practices in line with strategic business objectives and goals. Differently from 

traditional HRM that is concerned mostly with administrative functions such as recruiting 

employees, dealing with payroll and maintaining employee records, SHRM pays attention to 

human capital as a tool to gain competitive advantages [6]. Strategic Human Resource 

Management involves such areas as strategic talent acquisition, employee development, 

performance management, knowledge management, workforce planning and engaging 

employees. Through proper alignment of human capabilities, organizational culture and 

corporate strategy, SHRM allows enhancing productivity, flexibility and innovation capacity 

of the organization [7]. Modern digital environment contributes to the evolution of SHRM 

towards technology-driven approach when advanced analytical tools help HR managers to 

make data-based decisions regarding workforce optimization and performance improvement 

[8]. 

• Artificial Intelligence Technologies in Human Resource Management 

The implementation of AI technologies has brought major changes in the field of Human 

Resource Management through automation, prediction, and intelligent decision making. AI HR 

technologies use technologies like machine learning, natural language processing (NLP), 

predictive analytics, deep learning, and generative AI to analyse big amounts of information 

related to employees and provide useful insights for decision-making [9]. They facilitate such 

HR tasks as automated resume evaluation, candidate matching, and analysis of employee 

sentiments, skills assessment, personalized learning recommendations, and forecasting labor 

demand. AI-based HR analytics helps firms detect trends in the field of talent management, 

predict turnover, and make optimal decisions regarding resource allocation. Besides, AI brings 

increased efficiency by reducing manual effort and allowing HR specialists to focus more on 

strategic activities. Nevertheless, the proper implementation is not possible without 

overcoming such challenges as data privacy issues, algorithmic bias, transparency, and ethical 

decision-making [10].  

Innovation within an organization involves coming up with and implementing new ideas, 

processes, products, services, or even business models in order to enhance organizational 

performance and create value. With today’s very competitive and dynamic business 
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environment, innovation has become very crucial when seeking sustainable competitive 

advantage [11]. Organizations which have efficient knowledge management mechanisms and 

which encourage creativity among employees are in a good position to handle the changes that 

come from technology and the uncertainly in the market. SHRM plays a key role in enhancing 

innovation through the provision of a conducive working environment, development of 

employee skills and fostering collaboration and continuous improvement [12]. With the 

incorporation of AI within the HRM process, organizations get a chance of identifying 

emerging skills and making decisions about them in order to increase their competitiveness. 

2. AI-Driven Strategic Human Resource Management Practices 

The concept of AI-based strategic human resource management (AI-SHRM) refers to an 

approach that involves the application of technologies of artificial intelligence to strategic HR 

management in order to enhance the effectiveness of workforce management and 

organizational performance. As a result of applying such tools as machine learning, predictive 

analytics, natural language processing, and intelligent automation, it is possible to empower 

HR functions and shift from operational to strategic workforce management [13]. The adoption 

of AI in HR allows organizations to discover proper talent, optimize employee performance, 

forecast workforce trends, improve employee experience, and make decisions based on 

evidence. AI-driven recruitment and talent acquisition software have revolutionized traditional 

recruitment by bringing automation, efficiency, and data analysis in the process of identifying 

and selecting the most suitable candidates. AI algorithms make an analysis of huge amounts of 

applicant information, including CVs, profiles, skills, and work experience of each individual 

to find out whether his/her abilities fit the needs of the organization [14]. The technology uses 

NLP techniques to screen resumes, evaluate applicants' competencies, and communicate with 

candidates via AI-driven chatbots. In addition, predictive recruitment analytics will allow 

organizations to forecast their future talent needs and acquire them [15]. 

The systems of performance management for employees through artificial intelligence help in 

generating an intelligent mechanism for assessing, monitoring and improving the productivity 

of employees. The usual performance assessment systems rely on regular reviews and 

evaluations but the systems with the help of artificial intelligence can evaluate continuous data 

about the performance of the employee, which includes productivity, collaboration, skill 

development and outcomes from the work done [16]. Machine learning algorithms can be used 

for determining the trends in the performance of the employee, their strengths and weaknesses 

and giving personalized suggestions for improving the performance. The use of AI technology 

for learning and development provides an opportunity for enhancing the knowledge acquisition 

of the staff through customized training experiences. AI algorithms can examine the 

performance information, competencies and learning preferences of each individual employee 

to suggest appropriate training programs, courses and skill-building strategies [17]. The 

intelligent learning systems allow for dynamic adjustment of learning material depending on 

employee performance and give instant feedback. The learning systems also assist 

organizations in recognizing the skill gaps in their workforce and preparing employees for the 
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new technological demands. Through constant learning and adaptability, AI training systems 

contribute to organizational innovativeness [18]. 

AI and ML methods are used for predictive workforce analytics through the analysis of past 

and live data to identify future organizational needs and aid in making strategic decisions [19]. 

AI can predict the following: employee turnover rates, demand for workforce, skill gaps, 

productivity and hiring needs. Such analysis allows HR managers to make preventive decisions 

concerning talent management, resources allocation and employee retention policies. While 

conventional HR analytics is limited to descriptive measures, predictive analytics offers 

recommendations on how to address the challenges. Through the use of decision support 

systems based on AI technology, the organization will be able to enhance its workforce 

planning [20]. 

AI-enabled strategies for employee engagement and retention are centered on gauging 

employees’ behaviours, their level of satisfaction, and their organizational commitment by way 

of using intelligent data analysis techniques. Technologies such as sentiment analysis, natural 

language processing, and behavioural analytics may be used for assessing employee opinions, 

communications, and work experience, thus enabling organizations to recognize engagement 

patterns [21]. In this way, organizations may recognize potential issues regarding 

dissatisfaction and employee turnover, as well as come up with tailored retention policies and 

strategies. The use of AI recommendations may also prove useful when implementing 

initiatives concerning workplace improvements, wellbeing, career development, and 

recognition programs [22]. AI decision-making systems for HR make decisions by using AI 

algorithms on different decisions related to HR, such as recruiting people, evaluating 

employees' performances, making compensation plans, providing opportunities for career 

advancement, and allocating employees among departments [23]. These tools help to analyse 

the data of the employees in order to give personalized recommendations to HR managers who 

make quicker and more precise decisions in this regard. Using AI algorithms for personalizing 

the experience of each employee allows organizations to create unique learning paths, career 

advice, flexible working schedules, and engagement programs for each employee separately 

[24]. But at the same time, proper use of AI in this area presupposes transparent frameworks 

for it. 

3. Impact of AI-Driven SHRM on Organizational Innovation 

AI-Powered Strategic Human Resource Management (AI-SHRM) has an important place in 

facilitating innovation at the organizational level through redefining how organizations will be 

managing their knowledge, developing employees' skills, and designing innovation-driven 

working environment [25]. By combining the artificial intelligence technologies with the 

strategic human resource management, organizations can discover new skills, foster creativity, 

enhance knowledge management, and facilitate data-driven innovations. The AI-powered HR 

systems assist organizations in gaining insight into their employees' skills, workforce trends, 

and needs of organization. In turn, organizations will be able to adapt their strategies to the 

changes occurring on the market and improve continuously. AI-driven knowledge management 

systems foster organizational innovation through facilitating knowledge acquisition, 
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processing, distribution, and application at various organizational levels [26]. The use of AI 

technology such as machine learning, natural language processing, and intelligent 

recommendation systems assists in extracting useful information from huge amounts of both 

internal and external data sources. Knowledge management systems assist in facilitating the 

process of discovering knowledge, fostering collaboration among employees, and accessing 

useful information, which in turn helps employees to come up with creative and innovative 

ideas. Through facilitating knowledge gaps identification, resource recommendation, and 

connecting similar-minded people, intelligent recommendation systems foster collaborative 

innovation within organizations [27].  

AI-assisted SHRM facilitates the development of innovation capabilities among employees 

through skill identification, competency building, and career development programs tailored 

specifically for individuals. The use of AI in assessment tools for analysing performance, 

learning styles, and professional competencies of employees assists in recognizing the 

development areas and suggests effective measures for development purposes [28]. Employees 

can benefit from customized training provided via AI-assisted platforms for developing their 

technical, problem solving, and creative skills. Moreover, workforce analytics through AI also 

assists organizations to recognize the innovators within them and allocate resources effectively. 

AI-SHRM creates a workforce of innovators through skill building and creative capabilities. 

AI-based SHRM is an important tool for the digital transformation of organizations due to the 

integration of intelligent technologies within organizational processes and human resource 

management approaches [29]. Utilization of artificial intelligence in HR processes stimulates 

the creation of a technology-based organizational culture in which employees are willing to 

innovate and improve themselves using digital competencies. AI-driven HR processes 

contribute to the organizational agility through the implementation of decision-making, 

effective communication, and resource allocation practices. In addition, AI technologies 

stimulate transparency, cooperation, and employee empowerment with the help of data analysis 

and personalized approaches [30]. 

HR analytics that uses artificial intelligence improves innovation decisions through provision 

of valuable insights obtained through analysing data regarding employees and organizations. 

Through the use of sophisticated analytics tools such as predictive analytics and machine 

learning, HR managers are able to assess the abilities of their workforce, predict future talent 

needs, and evaluate what influences the performance of innovations [31]. Such insights help 

organizations to make evidence-based decisions on recruitment, training of employees, 

creating teams, and allocating resources. AI analytics is also capable of establishing 

connections between attributes of the workforce and results of innovations, enabling 

organizations to develop targeted strategies aimed at enhancing innovation and productivity 

[32]. Strategic Human Resource Management activities directly affect innovation performance 

of organizations through influencing behavior, skills, and culture of their employees. Practices 

including strategic talent management, empowering employees, continuous learning, 

performance-based development, and knowledge sharing are conducive to innovation [33]. The 

implementation of AI technologies intensifies the impact of SHRM on innovation performance 
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because of its ability to personalize the HR strategies and conduct predictions and efficient 

management of the workforce. Thus, AI-supported SHRM allows organizations to find 

innovative individuals, develop necessary skills, and align human resources with their 

innovation goals. This way, organizations using AI technologies in conjunction with SHRM 

activities can enhance innovation performance and competitiveness on the global market [34]. 

4. AI-Enabled SHRM Technologies: Current Trends and Applications 

AI increases the effectiveness of HRM in terms of recruiting employees, performance 

assessment, development of employees, and decision-making processes. However, problems 

such as bias, privacy, and transparency continue to be significant issues [35]. Data-based HR 

analytics helps to attract talents, to retain employees, make plans for the workforce, and 

improve decision-making. However, there are some limitations related to data privacy, 

infrastructure, and organizational barriers to the adoption of such technology [36]. Such 

technologies as machine learning, natural language processing, robotic process automation, 

and predictive analytics provide a number of benefits concerning the recruiting process, 

personalizing learning, and retaining employees along with increasing HR productivity [37]. 

AI technologies and predictive analytics increase engagement of employees thanks to 

personalized communication and continuous feedback [38]. With the help of AI, HR functions 

are made easier due to such technologies as intelligent applicant tracking systems and 

predictive analytics [39]. AI and Automation create positive effects on Human Resource 

Development through improved learning, training, and capability development while 

suggesting further areas of research [40]. Digital Leadership increases innovative work 

behavior through enhanced learning orientation and innovation capability in organizations [41]. 

Digital capabilities are required by SMEs to effectively implement digital business strategy and 

be competitive in evolving markets [42]. Social Network Analysis provides insights into 

collaboration networks and key research topics in AI-enhanced Human Resource Management 

[43]. Backpropagation Neural Networks show that HR practices associated with compensation 

exert maximum impact on employee turnover and organizational performance [44]. The 

application of NLP techniques like Bag-of-Words and Doc2Vec is highly effective in analyzing 

HR text data and predicting organizational and employee outcomes [45]. ChatGPT enables the 

strategy and operations of HR in the process of increasing efficiency through efficient prompt 

engineering and human verification [46]. The use of strategic Generative AI enables sustainable 

HRM through the adoption of responsible AI, workforce development, and continuous learning 

[47]. ChatGPT and other similar generative AI technologies enhance recruitment, training, 

communications, and employee engagement and require ethical governance and human 

supervision [48]. Generative AI brings together various HRD practices through personalized 

learning, skills gap analysis, employee sentiment analysis, and decision-making using AI [49]. 

Generative AI is beneficial to recruitment, employee engagement, and decision-making in HR 

but requires responsible application [50]. 
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Table 1. Comparative Summary of Recent Studies on Artificial Intelligence and 

Generative AI in Human Resource Management 

Ref. 

No. 

Objective/Focus AI Technique  Key Findings Limitations 

[35] AI adoption in 

Human 

Resource 

Management 

(HRM) 

AI algorithms AI improves 

recruitment, 

performance 

management, employee 

development, and 

decision-making 

through automation and 

analytics. 

Ethical issues 

including bias, 

privacy, and 

transparency. 

[36] Data-driven 

analytics in 

HRM 

HR Analytics, 

Predictive 

Analytics 

Data analytics improves 

recruitment, retention, 

workforce planning, and 

decision accuracy while 

reducing bias. 

Data privacy 

concerns, 

technological 

infrastructure 

requirements, 

and cultural 

resistance. 

[37] AI for talent 

acquisition, 

development, 

and retention 

ML, NLP, RPA, 

Predictive 

Analytics 

AI automates 

recruitment, 

personalizes learning, 

enhances employee 

retention, and improves 

organizational 

efficiency. 

Algorithmic 

bias, privacy 

concerns, and 

ethical 

challenges. 

[38] AI-driven 

employee 

engagement 

Predictive 

Analytics, 

Chatbots, 

Machine 

Learning 

AI enables personalized 

employee engagement, 

continuous feedback, 

sentiment analysis, and 

better HR decision-

making. 

Data privacy 

risks and 

algorithmic 

bias. 

[39] AI across 

employee 

lifecycle 

AI-based ATS, 

Predictive 

Analytics 

AI enhances hiring, 

onboarding, 

personalized training, 

retention, and 

performance 

monitoring. 

Ethical 

concerns, data 

privacy, and 

algorithmic 

bias. 

[40] AI and 

automation in 

AI & 

Automation 

AI positively influences 

HRD processes and 

Limited 

empirical 
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Human 

Resource 

Development 

(HRD) 

improves organizational 

learning and 

development outcomes. 

evidence and 

need for future 

research. 

[41] Digital 

leadership and 

innovative work 

behavior 

Structural 

Equation 

Modeling (SEM) 

Digital leadership 

promotes innovation 

through learning 

orientation and 

innovation capability. 

Limited to the 

French 

automobile 

industry; 

limited 

generalizability. 

[42] Digital skills in 

SMEs 

Qualitative 

Literature 

Review 

Digital skills 

significantly improve 

successful 

implementation of 

digital business 

strategies and SME 

competitiveness. 

Literature 

review only; 

lacks empirical 

validation. 

[43] Research 

landscape of AI 

in HRM 

Social Network 

Analysis (SNA), 

TOPSIS 

Identified major 

research themes, 

collaboration networks, 

influential authors, 

institutions, and AI-

HRM trends. 

Bibliometric 

study; does not 

evaluate 

practical 

implementation. 

[44] HR practices 

affecting 

organizational 

performance 

Backpropagation 

Neural Network 

(BPN) 

Compensation practices 

most strongly predict 

firm sales and employee 

turnover. 

Dataset limited 

to Korean 

firms; limited 

external 

applicability. 

[45] NLP 

applications in 

HRM 

Bag-of-Words, 

Doc2Vec, NLP 

NLP effectively predicts 

company ratings and 

personality traits from 

textual data. 

Demonstration-

based study 

with limited HR 

applications. 

[46] ChatGPT as an 

HR assistant 

Generative AI 

(ChatGPT) 

ChatGPT supports 

strategic and operational 

HR tasks through 

effective prompt 

engineering. 

Requires human 

verification and 

careful prompt 

design. 

[47] Strategic HRM 

framework for 

Generative AI 

Generative AI 

(GAI), 

Institutional 

Proposed a framework 

for responsible GAI 

integration, workforce 

Conceptual 

framework 

without 
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Entrepreneurship 

Theory 

development, and 

continuous learning. 

empirical 

validation. 

[48] ChatGPT in 

HRM 

ChatGPT, 

Gemini, NLP 

AI enhances 

recruitment, training, 

organizational 

communication, and 

employee engagement. 

Ethical 

concerns, 

algorithmic 

bias, privacy, 

and need for 

human 

oversight. 

[49] GAI integration 

in HRD 

Generative AI GAI connects HRD 

activities including skill 

gap analysis, 

personalized learning, 

chatbots, sentiment 

analysis, and talent 

development. 

Editorial study; 

lacks empirical 

evaluation. 

[50] Generative AI in 

HRM 

Generative AI GAI improves 

recruitment, employee 

engagement, and HR 

efficiency while 

emphasizing responsible 

AI adoption. 

Based only on 

literature 

review; requires 

empirical 

validation and 

ethical 

frameworks. 

5. Challenges and Ethical Issues in AI-Based HRM 

The use of Artificial Intelligence in Human Resource Management (AI-HRM) brings many 

benefits in terms of automation, prediction, and workforce optimization, but there are also 

many technical, organizational, and ethical issues with its implementation. The first issue 

relates to data privacy and security since AI-based HR systems need access to large amounts 

of sensitive employee data, including their personal information, performance metrics, 

behavioral data, and evaluations. The incorrect management of such data poses the risk of its 

leakage and, thus, may violate employees' privacy. One more issue relates to algorithmic bias 

and fairness. In fact, AI algorithms trained on historical organizational data might produce 

some bias with regard to recruitment, performance evaluation, promotion, or compensation, 

and that might result in unfair treatment of employees and the decrease of organizational 

diversity and inclusiveness. The lack of transparency and explainability of sophisticated AI 

algorithms makes it difficult for HR managers and employees to understand and challenge AI 

recommendations. Additionally, the effective application of AI-powered HRM needs to 

consider the problems associated with the organizational resistance, the acceptance among 

employees, and human-AI cooperation. Namely, the adoption of AI by the employees and HR 

experts can be seen as a threat to their safety at work, decision-making rights, or the 
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conventional practice at work, which causes organizational resistance to the implementation of 

technology. The high reliance on automated systems may lead to diminishing the role of 

humans in HR processes, as empathy, ethical evaluation, and contextuality remain vital aspects 

of HRM. The generation AI applications, like the one based on ChatGPT, pose extra risks in 

terms of making incorrect suggestions, spreading of misinformation, problems related to the 

intellectual property rights, and the necessity of constant verification of the decisions made by 

AI. Also, the companies need to develop the responsible AI governance systems that will 

guarantee fairness, accountability, and compliance with the data protection laws. 

6. Conclusion 

The integration of Artificial Intelligence in Strategic Human Resource Management has 

brought about a major transformation in the role of HR from an administrative function to a 

strategic contributor to the growth, innovation, and competitive edge of organizations. In this 

literature review, it is shown that through AI-based SHRM, organizations can use intelligent 

technologies such as machine learning, predictive analysis, NLP, and generative AI to improve 

their hiring processes, performance management, employee engagement, talent management, 

and workforce planning. The usage of intelligent HR practices helps organizations gain insight 

through data, personalized experiences, and strategic approach to increase the effectiveness of 

the workforce and promote innovation capability. In addition, knowledge management, skills 

development, and HR analytics through AI technology make organizations agile enough to 

recognize new competencies and foster creativity. Even though there are many positive aspects 

of AI, there is still a number of issues that need to be solved for effective application of AI into 

HRM practices and these issues include such areas as privacy preservation, algorithmic 

fairness, transparency, explainability, ethical governance, as well as preserving the role of 

humans in the decision-making process. Future developments of HR systems based on AI need 

to be oriented at responsible adoption of new technologies, human-centric practices, and hybrid 

approaches to applying AI. The present review shows that AI-based SHRM is likely to become 

an important strategic capability that could bring benefits in terms of innovation performance, 

adaptation of workers, and competitive advantage of organizations. 
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