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1. INTRODUCTION

In today’s rapidly evolving business environment, the adoption of artificial intelligence (AI) is 
transforming industries across the globe. Small and medium-sized enterprises (SMEs), known for their 
agility and adaptability, are increasingly recognizing the potential of AI to enhance operational efficiency, 
improve decision-making, and streamline processes. Among these, human resource management (HRM) 
stands out as a critical area where AI-driven automation can deliver significant benefits. However, the 
integration of AI into HRM processes is not without its challenges, particularly in the SME sector, where 
resources are often limited, and organizational change can be met with resistance.

Leadership plays a central role in ensuring the successful implementation of AI in HRM. Effective 
leaders must not only envision the potential of AI but also strategically guide their organizations through 
the complex process of change. This involves fostering a digital culture, preparing employees for 
new workflows, and addressing concerns related to job security and role transformation. Unlike large 
corporations with extensive resources, SMEs require tailored leadership strategies that account for 
their unique constraints, such as smaller budgets, leaner teams, and a more personalized approach to 
employee management.

One of the most significant challenges in introducing AI to HRM is overcoming employee resistance 
to change. Many employees fear that AI will replace their roles, leading to job insecurity and decreased 
morale. Leaders must address these concerns by emphasizing the benefits of AI, such as reducing 
repetitive tasks and enabling employees to focus on more strategic and creative aspects of their work. 
Transparent communication and involving employees in the decision-making process are vital strategies 
for building trust and acceptance during the transition (Avolio, 2022).

Another critical aspect of leadership in this context is strategic planning. Leaders must establish 
clear objectives for AI implementation, align these goals with organizational priorities, and ensure adequate 
resource allocation. This includes investing in appropriate AI technologies, training programs, and support 
systems to prepare the workforce for the shift. Additionally, leaders need to anticipate potential risks and 
challenges, such as data security issues, ethical considerations, and the integration of AI with existing 
systems, to create a robust implementation framework.

LEADERSHIP STRATEGIES FOR IMPLEMENTING ARTIFICIAL 
INTELLIGENCE IN HUMAN RESOURCE MANAGEMENT IN SMALL AND 

MEDIUM-SIZED ENTERPRISES 
Aleksandar M. Damnjanović 1*, Nenad M. Blagojević 1, Zoran D. Marković 1

 1 Faculty of Business and Law, MB University, Belgrade, Serbia, e-mail: adm.tfc@gmail.com, nenad.blagojevic1898@gmail.
com, zoran.markovic789@gmail.com

Abstract: The introduction of artificial intelligence (AI) into human resource management presents a significant challenge 
and opportunity for small and medium-sized enterprises (SMEs). This study examines key strategies that leaders can adopt to 
successfully integrate AI technologies while minimizing employee resistance and ensuring organizational sustainability. Leaders 
play a pivotal role in fostering a digital culture by empowering employees and promoting the benefits of new technologies. 
Transparent communication, employee involvement in decision-making processes, and providing training and reskilling 
opportunities are identified as critical factors for ensuring acceptance of change. Strategic planning includes setting clear goals, 
allocating resources, and analyzing potential risks and challenges. Furthermore, leadership skills such as emotional intelligence, 
empathy, and the ability to inspire teams are emphasized. These skills help mitigate stress and uncertainty among employees, 
which often accompany technological transformations. The research also highlights the importance of aligning AI integration with 
the organization’s values and long-term vision to build trust and ensure cohesion. By demonstrating a commitment to ethical 
AI practices and addressing employee concerns proactively, leaders can foster a sense of inclusion and shared purpose. The 
findings of this research can serve as guidelines for leaders in the SME sector, enabling them to fully leverage AI’s potential to 
enhance efficiency and productivity in human resource management.

Keywords: strategy, AI, data, SME, human resources
Field: Social Sciences

© 2025 by the authors. This article is an open access article distributed under the terms and conditions of the 
Creative Commons Attribution (CC BY) license (https://creativecommons.org/licenses/by/4.0/).

*Corresponding author: adm.tfc@gmail.com

mailto:adm.tfc%40gmail.com?subject=
mailto:nenad.blagojevic1898%40gmail.com?subject=
mailto:nenad.blagojevic1898%40gmail.com?subject=
mailto:zoran.markovic789%40gmail.com?subject=
https://creativecommons.org/licenses/by/4.0/
mailto:adm.tfc%40gmail.com?subject=
https://creativecommons.org/licenses/by/4.0/
https://crossmark.crossref.org/dialog/?doi=10.35120/sciencej0401019d&domain=pdf


https://scienceij.com
20

Damnjanonvić, A., Blagojević, N., & Marković, Z. (2025). Leadership strategies for implementing artificial intelligence in human 
resource management in small and medium-sized enterprise, SCIENCE International journal, 4(1), 19-24. 
10.35120/sciencej0401019d            UDK: 005.96:004.8]:334.72.012.63/.64

Emotional intelligence is another essential trait for leaders managing AI adoption in HRM. Leaders 
with high emotional intelligence can empathize with employees, understand their concerns, and inspire 
confidence in the organization’s vision. This ability to connect with employees on a personal level helps 
reduce anxiety and resistance, fostering a sense of collaboration and shared purpose (Bersin, 2019).

This research aims to explore the leadership strategies that can facilitate the effective integration 
of AI into HRM processes within SMEs. By analyzing best practices, potential pitfalls, and the role of 
leadership in driving change, this study seeks to provide actionable insights for SME leaders. The focus will 
be on fostering a culture of innovation, enhancing employee engagement, and leveraging AI’s capabilities 
to achieve organizational goals.

Ultimately, the successful adoption of AI in HRM depends on leaders’ ability to balance technological 
advancements with human-centric approaches. By combining strategic foresight, effective communication, 
and empathetic leadership, SME leaders can not only overcome the challenges of AI integration but also 
unlock new opportunities for growth and innovation in their organizations (Bughin, 2023). 

In addition to fostering trust and collaboration, it is crucial for leaders to establish clear, measurable 
goals for AI adoption in HRM, ensuring that both short-term and long-term objectives are met. Regular 
assessment of AI tools and their impact on organizational performance will allow leaders to make necessary 
adjustments and keep the adoption process on track. Furthermore, as SMEs continue to integrate AI into 
their HRM processes, ongoing employee training and upskilling will be essential to ensure that staff 
remains equipped to work alongside advanced technologies. Leaders must be proactive in creating 
continuous learning opportunities to maximize the potential of AI and support employees’ career growth 
in the digital era.

Moreover, building an inclusive and diverse AI strategy that considers the various needs and 
perspectives within the workforce will help avoid biases in AI systems and foster a more equitable work 
environment. By emphasizing ethical AI practices and ensuring fair treatment of all employees, leaders 
can not only enhance organizational performance but also build a strong reputation as responsible 
employers. Ultimately, the combination of strong leadership, strategic planning, and emotional intelligence 
will empower SMEs to successfully navigate the complexities of AI adoption, leading to a more innovative, 
efficient, and resilient workforce.

2. LITERATURE REVIEW

The integration of artificial intelligence (AI) into human resource management (HRM) represents a 
transformative opportunity for small and medium-sized enterprises (SMEs). However, successful adoption 
requires more than just technological readiness—it demands strategic leadership. This introduction 
highlights three critical dimensions of leadership necessary for AI implementation in HRM.

First, building a digital culture and managing employee resistance are essential. Leaders must 
address fears of job displacement and foster trust by demonstrating how AI complements, rather than 
replaces, human contributions. Transparent communication and inclusive decision-making are vital for 
reducing resistance.

Second, strategic planning is crucial for aligning AI initiatives with organizational goals. Leaders 
must set clear objectives, allocate resources effectively, and establish training and risk management 
frameworks to ensure a smooth transition.

Finally, emotional intelligence plays a pivotal role in this process. Leaders with empathy and 
interpersonal skills can inspire confidence, manage stress, and maintain a human-centric approach, 
balancing innovation with employee well-being. These three dimensions form the foundation for 
leveraging AI in HRM, enabling SMEs to enhance efficiency, productivity, and organizational growth 
(Collings&Mellahi, 2020).

In addition to these three dimensions, continuous monitoring and evaluation of AI initiatives 
are crucial to ensure they remain aligned with both evolving organizational needs and technological 
advancements. Leaders must be proactive in tracking the performance of AI systems, gathering feedback 
from employees, and making adjustments as necessary to optimize outcomes. Regular reviews of AI 
implementations help identify areas for improvement, ensuring that the integration remains relevant and 
effective over time.

Moreover, fostering a culture of innovation is essential for long-term success in AI adoption. 
Leaders should encourage experimentation and embrace a mindset that views failure as an opportunity 
for learning and growth. By supporting a culture where employees feel empowered to explore new ideas 
and challenge existing processes, organizations can drive continuous improvement in HR practices 
through AI.
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Leaders must also recognize that AI’s integration into HRM is not a one-time event but an ongoing 
journey. As new AI tools and technologies emerge, leaders must remain adaptable and open to adjusting 
strategies to accommodate these advancements. Furthermore, the ethical implications of AI in HRM 
cannot be overlooked. Leaders must prioritize data privacy, fairness in decision-making, and transparency 
in AI algorithms to ensure that AI systems are used responsibly and equitably.

Collaboration with external experts, such as AI consultants and technology providers, can also 
enhance the implementation process. By seeking external guidance, leaders can gain insights into best 
practices and stay informed about emerging trends and tools that can further optimize AI’s role in HRM. 
Ultimately, the success of AI adoption in SMEs depends on the combination of strong leadership, strategic 
foresight, and a commitment to both innovation and ethical responsibility.

2.1 Strategic Planning for AI Implementation in HRM
Strategic planning is essential for the successful integration of artificial intelligence (AI) into human 

resource management (HRM) within small and medium-sized enterprises (SMEs). Leaders must take a 
structured approach to ensure that AI initiatives align with the organization’s broader goals and contribute 
to long-term success. The first step in this process is defining clear objectives for AI adoption, which should 
reflect the specific needs of the HR department, such as improving recruitment processes, enhancing 
employee performance evaluations, or automating routine administrative tasks.

Once the goals are set, leaders must allocate resources effectively, ensuring that both financial 
and human resources are available for training, technology implementation, and ongoing support. This 
includes selecting the right AI tools, software, and platforms tailored to the company’s unique HR needs 
(Goleman, 2023).

Training and development programs are vital to prepare employees for the changes that AI 
implementation brings. Leaders should focus on upskilling HR personnel to work alongside AI systems, 
fostering a culture of continuous learning. 

Additionally, a risk management framework is necessary to anticipate potential challenges such 
as data privacy concerns, ethical implications, or resistance from employees (Farndale, Paauwe, 2022).

By carefully planning and aligning AI adoption with organizational goals, leaders can maximize the 
benefits of AI while minimizing disruptions to HR processes and ensuring a smooth transition for the entire 
workforce.

Moreover, it is crucial for leaders to establish clear communication channels throughout the AI 
implementation process. This helps ensure that all employees understand the purpose of the AI tools 
and how these tools will impact their roles. Transparent communication can alleviate fears, address 
misconceptions, and foster a sense of trust between management and staff. Leaders should also involve 
employees in the decision-making process, particularly when selecting AI tools, as their input can provide 
valuable insights and increase buy-in from the workforce. Additionally, leaders must continuously assess 
and adjust the AI strategy to respond to any emerging challenges or new opportunities that arise as 
technology evolves.

A key element in strategic planning is creating an agile framework that allows the organization 
to adapt AI systems as the business landscape and technology itself evolve. This ensures that the AI 
initiatives remain relevant and impactful over time. Leaders should also encourage collaboration between 
departments to leverage AI’s full potential and break down silos within the organization. Encouraging 
cross-functional teams will allow for a more holistic approach to AI integration, ensuring that AI tools are 
used effectively across different HR functions.

Finally, tracking the success of AI initiatives through performance metrics is essential to evaluate 
the return on investment (ROI) and identify areas for improvement. Regularly reviewing these metrics will 
help leaders fine-tune their strategy and make informed decisions to further enhance HRM outcomes.

2.2 Emotional Intelligence and Human-Centric Leadership in AI Integration
Emotional intelligence (EI) is a crucial factor in the successful integration of artificial intelligence (AI) 

into human resource management (HRM), particularly in small and medium-sized enterprises (SMEs). 
During AI adoption, employees may experience anxiety, uncertainty, and resistance, which can hinder the 
process. Leaders with high emotional intelligence possess the empathy and self-awareness necessary 
to navigate these emotional challenges and guide their teams through the transition (Helbing et al 2021).

Human-centric leadership, which emphasizes empathy, active listening, and support, is essential 
to managing the impact of AI on the workforce. Leaders who understand and address employee concerns 
can reduce fear of job displacement and help employees see AI as a tool that complements their roles 
rather than replacing them. By acknowledging the emotional aspects of change and creating an open 
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space for dialogue, leaders foster trust and collaboration.
Having in mind all facts and findings from the review, it can be defined key four takeaways out of 

the review:
 Vision and Goal Alignment: Leaders must define a clear vision for AI integration in HR, ensuring 

alignment with the organization’s overall objectives and emphasizing how AI can enhance recruitment, 
employee engagement, and workforce planning.

•	 Change Management and Communication: Effective leadership involves managing resistance by 
fostering a culture of openness, educating employees about AI’s benefits, and maintaining transparent 
communication throughout the implementation process.

•	 Resource Allocation and Skill Development: Leaders should invest in training programs to upskill 
HR teams, provide necessary resources for AI deployment, and address potential skill gaps within the 
workforce.

•	 Ethical and Inclusive Implementation: Ensuring AI systems are designed and used ethically, with 
a focus on fairness, privacy, and inclusivity, is critical. Leaders must prioritize transparent algorithms and 
continuous monitoring to avoid biases and maintain trust.

Additionally, emotionally intelligent leaders can motivate and inspire employees to embrace AI, 
ensuring that the technological shift does not come at the cost of employee well-being. Their ability to 
maintain a balance between innovation and the human element ensures that AI implementation is not only 
efficient but also aligned with the values and needs of the workforce. This approach promotes a positive 
and supportive environment, ultimately driving the success of AI integration (KPMG, 2020).

Furthermore, emotionally intelligent leaders are adept at recognizing the signs of stress and 
frustration among employees, allowing them to intervene early and provide necessary support before 
issues escalate. This proactive approach helps in creating a positive atmosphere where employees 
feel valued and heard throughout the transition. Leaders who demonstrate emotional intelligence also 
encourage team collaboration, empowering employees to work together in overcoming challenges related 
to AI adoption. By leading with empathy, these leaders help their teams feel more confident in their ability 
to adapt to AI-driven changes.

In addition to fostering emotional well-being, emotionally intelligent leaders are also key in 
cultivating resilience among their employees. They guide teams in developing coping strategies for 
handling uncertainty and stress, ultimately boosting morale and promoting a growth mindset. As a 
result, employees are more likely to approach AI integration with optimism and openness, seeing it as 
an opportunity for professional development rather than a threat. Leaders must also be flexible in their 
approach, adjusting strategies based on feedback and the evolving needs of the workforce to maintain 
momentum during AI adoption.

Investing in emotional intelligence training for leaders is another effective way to prepare 
organizations for successful AI integration. Such training helps leaders develop key interpersonal skills like 
conflict resolution, empathy, and emotional regulation, which are vital for managing employee reactions 
to technological changes. Furthermore, leaders who display emotional intelligence are more likely to 
maintain strong relationships with their employees, fostering long-term trust and loyalty, which is crucial 
for sustaining the AI transformation over time.

Finally, by embodying emotionally intelligent leadership, leaders can create a culture where 
AI is seen as an enabler of progress rather than a disruptor. This shift in mindset ultimately results in 
smoother transitions, greater employee satisfaction, and increased organizational success. It is clear that 
while AI holds the potential to revolutionize HRM, the human element—driven by emotionally intelligent 
leadership—is indispensable for maximizing its benefits.

3. DISCUSSION OF RESEARCH RESULTS

The integration of artificial intelligence (AI) into human resource management (HRM) has brought 
about significant changes in the way small and medium-sized enterprises (SMEs) manage their workforce. 
A central finding in the literature review is that emotional intelligence (EI) and human-centric leadership 
are critical to the success of AI adoption in SMEs. While much of the discourse around AI focuses on the 
technological and operational aspects, there is growing recognition that leaders must also possess strong 
interpersonal and emotional skills to guide their organizations through the transformation (Noe et al 2017).

One key insight that emerged from the review is the role of emotional intelligence in reducing 
employee resistance to change. Many employees view AI as a potential threat to their job security or role 
in the organization, which can lead to anxiety, stress, and reluctance to embrace new technologies. 

Leaders with high EI are better equipped to manage these emotions, offering reassurance, 
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understanding, and a clear vision of how AI can enhance rather than diminish their roles. By recognizing 
the emotional challenges associated with AI adoption, leaders can facilitate a smoother transition and 
reduce the potential for conflict or disengagement.

The review also highlighted the importance of human-centric leadership in fostering trust and 
collaboration during AI integration. Unlike traditional leadership models that may prioritize efficiency or 
productivity at the expense of employee well-being, human-centric leadership emphasizes empathy, 
active listening, and inclusivity. Leaders who engage with their teams, address concerns, and involve 
employees in decision-making processes around AI adoption create an environment of psychological 
safety (Riggio&Tan, 2022).

This approach not only helps mitigate the fears associated with AI but also empowers employees 
to become active participants in the change process, thereby increasing their commitment and willingness 
to embrace new technologies.

Another significant takeaway from the literature review is the recognition that emotional intelligence 
and human-centric leadership go hand in hand. Leaders who can balance the demands of technological 
innovation with the human aspect of the workplace are more likely to succeed in AI adoption (Reichheld, 
2022).

The review underscored that empathy, self-awareness, and emotional regulation are not only 
essential for managing individual emotions but also for fostering a collective sense of purpose and 
collaboration. 

Leaders who model these behaviors create a positive organizational culture where employees feel 
valued and supported, even as AI is implemented.

In conclusion, the review underscores the growing importance of emotional intelligence and 
human-centric leadership in AI integration. Leaders who possess these skills are more likely to overcome 
the challenges posed by AI adoption and ensure that the workforce remains engaged, motivated, and 
productive throughout the transformation. 

Moving forward, it will be important for SMEs to prioritize the development of these leadership 
traits, ensuring that leaders are equipped to manage both the technological and human aspects of AI 
integration Robbins&Judge, 2019).

As SMEs continue to embrace AI in their HRM practices, the role of leadership will become even 
more crucial in ensuring successful integration. 

Leaders who actively cultivate emotional intelligence and human-centric leadership traits will be 
better prepared to address the evolving needs of the workforce as new AI technologies emerge. By 
embracing a leadership style that is not only focused on the technical aspects of AI but also on the well-
being of employees, organizations can foster a culture of collaboration and resilience. 

Additionally, the ability to empathize with employees’ concerns and provide emotional support 
throughout the AI adoption process will help leaders maintain a motivated and committed workforce.

Leaders must also recognize the importance of continuous communication with their employees 
during the AI implementation phase. Regularly updating employees on AI’s progress, the benefits it will 
bring, and how it aligns with the company’s goals can mitigate fears and help employees feel involved in 
the process. 

Another factor to consider is the need for ongoing training and development programs to upskill 
employees, which will enable them to adapt more easily to AI-driven changes in their roles. 

Such programs, when led by emotionally intelligent leaders, can boost employee confidence and 
reduce resistance to new technologies. Moreover, fostering an open and transparent organizational culture 
is critical to maintaining trust, especially when implementing significant technological changes like AI. 

By involving employees in feedback loops and allowing them to voice their concerns or ideas 
regarding AI integration, leaders can build a sense of ownership and collective responsibility for the 
success of the transformation. This participatory approach not only reduces uncertainty but also enhances 
employee satisfaction and performance.

Ultimately, the success of AI adoption in SMEs depends on the balance that leaders strike between 
leveraging technology and nurturing the human aspects of their workforce. Leaders who invest in developing 
both their emotional intelligence and their human-centric leadership skills will be well-positioned to create 
a positive, supportive environment where AI can thrive alongside a motivated and engaged workforce. 

In the long run, this will contribute to the organization’s overall success, not only in terms of 
technological advancements but also in sustaining a thriving, innovative, and adaptive culture.
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4. CONCLUSION

The successful integration of artificial intelligence (AI) into human resource management (HRM) in 
small and medium-sized enterprises (SMEs) hinges not only on technological advancements but also on 
strong leadership. This research underscores the critical role of emotional intelligence (EI) and human-
centric leadership in guiding employees through the transformative process of AI adoption. 

Leaders who possess high emotional intelligence are better equipped to address the emotional 
challenges employees face, such as fear of job displacement and resistance to change, thus ensuring 
smoother transitions (Schein&Schein, 2021).

Human-centric leadership, which focuses on empathy, active listening, and inclusive decision-
making, has been shown to foster trust and collaboration among employees. By creating a supportive 
environment, leaders can mitigate anxiety and increase employee engagement with AI technologies. 
Furthermore, the combination of emotional intelligence and human-centric leadership enables leaders to 
balance the operational aspects of AI integration with the human element, ensuring that employees feel 
valued and involved throughout the process (Sparrow and Makram, 2022).

Ultimately, the findings suggest that leadership plays a pivotal role in the success of AI adoption 
in SMEs. Moving forward, it is essential for leaders to develop and cultivate emotional intelligence and 
human-centric leadership skills to effectively manage AI-driven changes. This approach will not only 
enhance the efficiency of HRM processes but also contribute to a positive organizational culture and 
long-term growth (Northouse, 2021; Veld&Paauwe, 2021).

Moreover, as AI continues to evolve, leaders who demonstrate adaptability and a commitment to 
lifelong learning will be better positioned to anticipate and manage future challenges in HRM. 

This proactive approach ensures that AI integration remains aligned with the broader organizational 
vision, promoting continuous improvement and innovation. Leaders must also prioritize transparency in 
communication, clearly articulating the benefits and implications of AI adoption to alleviate concerns and 
build trust within the workforce. 

As AI tools become more ingrained in HRM practices, it will be crucial for leaders to maintain a 
balance between technological efficiencies and maintaining a human-centered work environment. 

In conclusion, the integration of AI into HRM requires not just technological investment but also 
a leadership approach that champions emotional intelligence, empathy, and open dialogue to create a 
sustainable and positive work culture.
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