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INTRODUCTION

Human resource management economics is a branch of science that
analyzes workforce management decisions using the lens and principles of basic
economics (Mariani et al., 2023; Pandiangan et al., 2025; Tambunan et al., 2025).
This approach views employees not simply as costs to be minimized, but as a
form of strategic human capital asset that can provide long-term returns on
investment for the organization. In practice, the analysis focuses on how
incentive, compensation, and benefit structures are designed to align employee
self-interest with company profit goals. Companies must continually calculate
the balance between the costs of recruitment and training and the marginal
productivity generated by that workforce to maintain operational efficiency and
competitiveness in the marketplace. Beyond compensation issues, this field also
explores the asymmetric information phenomena that frequently occur in labor
markets, such as adverse selection during the recruitment process and moral
hazard after employees are hired. Through economic theory, management
designs rigorous screening mechanisms and adaptive employment contracts to
ensure they attract high-quality talent while minimizing the risk of laziness or
performance degradation. Decisions to invest in employee skills development
are also analyzed economically to determine whether those skills are general and
transferable to other companies or specific and useful only within the
organization. Ultimately, the economics of human resource management
provides a rational and measurable framework for decision-makers to optimize
talent allocation, reduce detrimental employee turnover, and maximize overall
organizational output.

The transformation from conventional human resource management to
the digital era marks a fundamental paradigm shift in modern workforce
governance. In conventional systems, the human resource department's primary
focus is on clerical, administrative, and transactional matters, such as manual
attendance recording, filing physical documents in large cabinets, and the
conventional recruitment process, which consumes significant time and energy
to sort through piles of job applications (Andiny, 2023). The communication and
performance management patterns in this legacy system also tend to be very
rigid, bureaucratic, slow, and often rely solely on intuition or subjective judgment
from management due to limited access to accurate data. This condition often
leads to the human resource function being viewed as a mere cost center rather
than a strategic business partner capable of significantly driving company
growth. In contrast, the shift to digital human resource management is changing
this entire landscape by integrating advanced technologies such as artificial
intelligence, cloud computing, and process automation into every aspect of
employee management. Through this automation, repetitive administrative tasks
can be completed in seconds, freeing up time and space for professionals to focus
on strategic initiatives such as developing a company culture, retaining top
talent, and planning for leadership succession. Recruitment systems are now
supported by applicant tracking software that can objectively screen thousands
of candidates based on specific competencies, while digital learning platforms
allow employees to independently improve their skills anytime, anywhere.
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Furthermore, the use of large-scale data analytics provides management with in-
depth predictive insights to map job satisfaction, predict employee turnover
risks, and make data-driven decisions that are far more accurate and freer from
personal bias. Ultimately, this digital migration is not just about modernizing
work tools, but rather a cultural evolution that creates a more agile, transparent,
inclusive work environment, and one that centers on meaningful experiences for
every individual within the organization.

The transition from conventional human resource management to digital
human resource management reflects a fundamental paradigm shift in response
to the increasingly dynamic and globally connected dynamics of the modern job
market. In the conventional era, employee management tended to be
administrative, reactive, and heavily reliant on manual, paper-based processes,
from physical attendance recording and personnel file filing to bureaucratic
annual performance evaluations. This traditional approach often created
information silos and slowed strategic decision-making due to limited real-time
data access (Wardhana, 2023). However, with the penetration of information
technology and automation, organizations are being forced to adopt digital
systems to maintain their relevance and competitiveness. Digital human resource
management is transforming this entire ecosystem by integrating cloud
computing, big data analytics, and artificial intelligence into core functions such
as recruitment, talent development, and performance management. As a result,
candidate sourcing can now be conducted globally through algorithm-based
platforms that objectively screen for competencies, while employee training is
shifting to digitally personalized platforms that can be accessed anytime and
anywhere. This changing landscape is heavily influenced by the characteristics
of the digital job market, which demands high flexibility, organizational agility,
and a deep understanding of the expectations of a new generation of tech-savvy
workers. In this ever-changing market, top talent is no longer bound by
geographic boundaries, triggering the rise of remote work and hybrid work
models that demand adaptive management systems. Digital human resource
management plays a crucial role in bridging these needs by providing virtual
collaboration platforms and performance monitoring systems based on
outcomes, beyond mere attendance. Furthermore, the use of predictive analytics
allows professionals in this field to identify employee turnover risks early, map
future skills needs, and develop more personalized, data-driven retention
strategies. Thus, this transition is not simply an evolution of work tools from
physical to digital, but rather a cultural and strategic transformation that
transforms the human resource management function from an administrative
cost center to a strategic business partner that drives innovation and sustainable
growth amidst intense global competition.

The purpose of this study is to analyze the transition from conventional
human resource management to digital human resource management in the
dynamics of the digital job market.
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LITERATURE REVIEW
Conventional Human Resource Management

Conventional human resource management is a traditional workforce
management approach that views employees primarily as operational assets,
production factors, or costs that must be controlled to achieve maximum
organizational efficiency (Darmawan et al., 2023). In this system, the HR
department primarily focuses on routine administrative functions such as payroll
administration, attendance recording, labor law compliance, and the rigid
implementation of disciplinary procedures. The relationship between
management and employees tends to be transactional and mechanistic, with
employees expected to fulfill predetermined job descriptions with little room for
flexibility or individual innovation. Communication patterns are generally
unidirectional and top-down, flowing from top management down without
strong feedback mechanisms at the grassroots level. As a result, this management
strategy is often reactive, meaning actions are taken only when concrete
problems arise on the ground, such as resolving industrial disputes or filling
suddenly vacant positions, rather than proactively planning for future needs. In
addition to its administrative and reactive nature, conventional HR management
also positions the HR function as a support unit isolated from the company's core
business strategy formulation process. Policies regarding recruitment, training,
and performance appraisals are designed uniformly across the organization
without considering the unique potential of individuals or rapidly changing
market dynamics. Training in this traditional model is often viewed as an added
expense rather than a long-term investment, so skills development programs are
typically perfunctory and limited to immediate technical needs. Performance
appraisals are conducted periodically and formally, typically annually, with
rigid benchmarks and a focus on past mistakes rather than future growth
potential. This rigid approach tends to create a bureaucratic work environment,
diminishing employee intrinsic motivation, and limiting a company's ability to
adapt to modern global competition, which demands speed and creativity.
Digital Human Resource Management

Human resource management, often known as digital human resources,
is a comprehensive transformation of how organizations manage, interact with,
and develop their most important asset, their employees, by utilizing the latest
technology (Wardhana, 2023). The era of technological disruption demands that
human resources departments no longer simply perform conventional
administrative functions such as manual attendance recording or physical filing,
but rather evolve into data-driven strategic business partners. The integration of
technologies such as artificial intelligence, big data analytics, cloud computing,
and robotic process automation has fundamentally changed the workforce
management landscape. By adopting this digital ecosystem, companies can
create more efficient recruitment processes through automated screening,
personalize employee training programs according to future competency needs,
and predict employee turnover rates before they occur. The implementation of
digital-based human resource management has a significant impact on
improving the employee experience in the workplace. Self-service accessibility
through mobile applications allows each individual to manage their personal
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data, request leave, and monitor their performance progress in real time without
complicated bureaucracy. Meanwhile, organizational leaders gain accurate data
visualization to make tactical and strategic decisions regarding workforce
planning and talent management. However, this shift is not without challenges,
as its successful implementation depends not only on the sophistication of the
purchased software, but also on the readiness of the organization's culture and
the digital literacy of its users. Organizations must be able to balance the
efficiency of technological algorithms with a humanistic approach that maintains
the emotional engagement and mental well-being of employees in an
increasingly virtual work environment.

METHODOLOGY

This research uses a descriptive qualitative approach to answer the
analytical questions in the research. This research fully applies a descriptive
qualitative approach as the primary methodological foundation for analyzing,
interpreting, and answering all analytical questions stated in the problem
formulation. This method was chosen because the main characteristics of the
phenomenon being studied require a deep, contextual, and comprehensive
understanding, which cannot be accommodated by relying solely on numbers or
deductive statistics (Ratnawita et al., 2023; Sudirman et al., 2023). Through a
descriptive qualitative framework, the researcher acts as a key instrument, diving
directly into the field to record the complete reality from the perspective of the
historical actors or informants themselves. This approach works by collecting
rich and textured data, such as transcripts of in-depth interviews, participant
observation notes, and reviews of relevant authentic documents. All of this data
is then filtered, categorized, and presented not in the form of mathematical
figures, but through a flowing, coherent expository narrative rich in concrete
situational details. In answering each research question, this approach facilitates
an inductive analysis process, where conclusions and patterns of meaning are
allowed to emerge naturally from the accumulated field data without being
forced to fulfill a specific predetermined hypothesis. This in-depth descriptive
analysis allows the researcher to go beyond simply capturing the surface of an
event or behavior and to uncover the latent meanings, hidden motivations, and
complexities of the social interactions behind them. By describing the situation
as it is textually, the complex dynamics of relationships between social variables
can be clearly unraveled one by one. Ultimately, the main strength of applying a
descriptive qualitative approach in this research lies in its ability to produce
dense descriptions that are able to transform scattered raw data into a logical,
coherent scientific narrative with sharp meaning and application to the issues
being discussed.
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Secondary data such as national and international journal articles,
scientific books, and related sources are used to support this research. The main
support for strengthening the validity of this research's findings is firmly rooted
in the interweaving of secondary data collected from various reputable journal
articles, both nationally and internationally. Through a global literature search,
significant alignment was found between the field data in this study and the
latest theories discussed by experts in Scopus-indexed international journals.
These journals provide a comparative basis, demonstrating that the phenomenon
under study is not unique to local context but is part of a global trend with similar
patterns across the globe. Meanwhile, articles from nationally accredited Sinta
journals provide a more specific context regarding the implementation,
challenges, and cultural adaptations occurring domestically. The integration of
these two journal sources creates a solid empirical foundation, ensuring that the
resulting analysis is not merely a one-sided claim but rather a conclusion
academically validated by the broader research community. In addition to
scientific journal articles, the argumentation in this research is also heavily
supported by scientific books and monographs written by fundamental experts
in related fields (Marcella et al., 2024; Sihombing et al., 2024; Wijaya et al., 2024;
Yoppy et al., 2023). These scientific books provide an in-depth, comprehensive,
and structured theoretical framework that assists researchers in conceptually
mapping research variables. Data from these textbooks serves as an analytical
tool for dissecting primary data, ensuring that every interpretation of the results
has a strong and recognized scientific basis (Fransisco et al., 2024; Kurdhi et al.,
2023; Lumbanraja et al., 2024). The existence of these scientific books also ensures
that the methodology and approach used in the research have passed the test of
time and space, providing a theoretical sense of security regarding the validity of
the final results. Equally important, this research also utilized various other
related sources, such as official government agency reports, policy documents,
and statistical data from credible bodies. These sectoral sources provide
invaluable macro data for understanding the big picture and the practical impact
of the researched issues in the real world. By combining these official statistical
data with incisive analysis from journals and in-depth theories from scientific
books, this research successfully constructed a coherent narrative of evidence. All
of this secondary data complemented and interlocked each other, resulting in a
robust, valid, and difficult-to-refute argumentation supporting the research
answers.
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RESEARCH RESULT AND DISCUSSION
Digital Job Market Development

The development of the digital job market has fundamentally changed the
face of global industry by integrating advanced technology into all aspects of
company operations. Automation processes and the application of artificial
intelligence are no longer mere tools, but rather key drivers, shifting the role of
humans from manual and repetitive work to a more strategic position as data-
driven problem solvers and decision-makers (Andiny, 2023). These changes have
created space for the emergence of new, unprecedented professions such as big
data analysts, cybersecurity specialists, and cloud architecture developers, while
simultaneously requiring the shrinkage of traditional sectors unable to adapt to
the speed of digital transformation.

These dynamics have also massively broken-down geographic
boundaries, enabling the emergence of hybrid and remote work models that give
professionals the freedom to offer their expertise to international markets
without having to relocate. Employment patterns have also shifted dynamically
with the rapid growth of the platform-based economy and flexible contract
systems, where freelance work models provide significant flexibility for workers
and efficiency for companies in managing human resources. However, this
phenomenon presents its own challenges in the form of job security and social
protections that are not yet fully established within the umbrella of traditional
employment regulations.

To survive and win in this competitive landscape, every individual is
required to be highly aware of the importance of continuously improving their
capacity through self-learning. The skills gap poses a real risk that can trigger
structural unemployment for those who are technologically illiterate, making
mastery of digital literacy, analytical skills, and cognitive flexibility essential
assets. Ultimately, the success of adapting to the digital job market cannot be
solely the responsibility of workers. It requires strong synergy between
responsive educational institutions that design curricula, the industrial sector
that provides training spaces, and an adaptive government that formulates
inclusive policies for a prosperous future for the workforce.

The transformation of the digital job market has now moved far beyond
mere software adoption; it has revolutionized the fundamental structure of how
economic value is created and distributed (Samudra et al., 2025). At the heart of
this development lies the convergence of broadband internet connectivity, cloud
computing, and machine learning algorithms that enable real-time data
integration worldwide. As a result, companies no longer evaluate productivity
based on physical presence in the office, but rather on measurable digital output
and asynchronous problem-solving capabilities. This paradigm shift is forcing
industries to restructure their operational management, shifting from rigid
traditional hierarchies to agile, project-based teams distributed across the globe.

The most significant impact of this digitalization is the emergence of skills
polarization in the global labor market. On the one hand, demand for highly
skilled workers capable of conceptualizing, building, and securing digital
infrastructure has skyrocketed. Experts with expertise in data architecture,
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artificial intelligence engineering, and digital privacy governance have become
highly sought-after commodities with powerful bargaining positions. On the
other hand, jobs that rely on routine information processing or low-level
cognitive tasks have experienced a drastic decline due to the cost efficiencies
offered by automation. This phenomenon is creating significant pressure on the
middle-class workforce to rapidly transform their skills to avoid being trapped
in prolonged structural unemployment.

In addition to changing the types of jobs, the digital labor market is giving
birth to a new employment ecosystem based on the platform economy. This
model offers a highly fluid work concept, where transactions between employers
and freelancers occur directly through third-party applications without
conventional corporate intermediaries. For workers, this ecosystem promises
complete autonomy over their time and project selection, while for companies, it
cuts fixed costs and provides instant access to specialized global talent. However,
this flexibility comes at a cost: the loss of income certainty, the absence of health
benefits inherent to permanent employees, and the blurring of boundaries
between professional and personal life, often leading to digital burnout.

Facing this ever-changing landscape, educational institutions and training
institutions are required to completely overhaul their approaches, which have
traditionally focused too much on theoretical memorization. Modern curricula
must be able to integrate advanced digital skills alongside non-technical skills
such as critical thinking, emotional intelligence, and the ability to collaborate
virtually. The government also holds a crucial role in formulating new-
generation employment regulations that can protect the rights of digital workers
without stifling business innovation. A nation's success in navigating this digital
job market era is ultimately determined by how quickly all stakeholders are able
to create an adaptive social safety net and an inclusive lifelong learning
ecosystem for all levels of society.

Analysis of the Transition of Conventional Human Resource Management to
Digital Human Resource Management in the Dynamics of the Digital Job Market

The transition from conventional human resource management to digital
human resource management is no longer simply a change in work tools, but
rather a strategic paradigm shift. In the fast-paced, flexible, and data-driven
dynamics of the digital job market, conventional, administrative human resource
management often hinders organizational agility (Andiny, 2023). The shift from
conventional to digital shifts the focus of human resource work from a
procedural area to being the architect of business strategy.
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Table 1. Paradigm Shift in the Human Resource Management Function

recordkeeping.

Dimensions Conventional Human Digital Human Resource
Resource Management Management

Main Focus Manual administration, | Optimizing employee

compliance, and | experience and data-driven

decisions.

Recruitment Process

Relying on physical job
advertisements, manual job
history sorting, and rigid
face-to-face interviews.

Based on automated
applicant tracking systems,
automated competency
matching, and virtual
assessments.

Human Resource | Scheduled classical training | Self-paced micro-learning

Development with a uniform curriculum. | through a personalized
learning management
system  with artificial
intelligence.

Performance Management

Annual
evaluation.

retrospective

Real-time feedback based
on project performance,

objectives, and key results.

Three job market dynamics are forcing the acceleration of the transition
from conventional human resource management to digital human resource
management:

The Rise of Remote Work

Today's job market is no longer limited by geographic boundaries. Digital
human resource management provides ecosystems such as collaboration
platforms like Slack and Teams, and face-based attendance systems to manage
productivity without the need for physical presence. The rise of remote work has
fundamentally changed the global workplace landscape in recent years. This
transformation has been driven by rapid developments in communication
technology and a shift in corporate paradigms regarding employee productivity.
Today, work is no longer defined by physical presence in an office building, but
rather by tangible results and contributions delivered without being bound by
geographical boundaries (Darmawan et al., 2023). The presence of various digital
collaboration platforms and cloud computing allows teams spread across the
globe to coordinate seamlessly in person. For companies, this system opens up
extensive access to a global talent network that isn't limited to a local area, while
significantly reducing the operational costs of office infrastructure. Furthermore,
workers gain unprecedented flexibility in balancing their professional and
personal lives (Gultom et al., 2024; Hamzah et al., 2025; Pandiangan et al., 2024).
While offering many advantages, the remote work trend also brings new
challenges, such as the risk of social isolation, blurred work hour boundaries, and
stricter cybersecurity demands for companies' digital infrastructure.
Nevertheless, the adoption of this work model continues to expand and is
expected to become the new standard in the modern business ecosystem.
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The Need for Agility and Speed

Rapidly changing market trends require organizations to instantly upskill
and reskill their workforce. Without digitalization, human resources will be slow
to identify skills gaps within the company. In the era of rapidly accelerating
digital disruption, organizations and businesses are no longer simply required to
be efficient, but rather to possess extraordinary agility and speed in responding
to market dynamics. This need for agility is the primary foundation that enables
an entity to quickly detect changing consumer trends, regulatory shifts, and even
new competitive threats, then shift the direction of its operational strategy
without losing valuable momentum (Pandiangan et al., 2023; Pandiangan et al.,
2026). The speed of decision-making and execution on the ground acts as a
catalyst that differentiates market leaders from organizations that become
obsolete and obsolete. When organizational structures are too rigid and
bureaucratic, golden opportunities to capture new market share are often lost
due to cumbersome approval processes. Conversely, organizations that cultivate
an agile culture are able to cut through this bureaucratic red tape, empower
frontline teams to innovate independently, and launch products or services in
much shorter timeframes. This flexibility is also a crucial bulwark in the face of
global economic crises or supply chain uncertainties that often occur without
prior warning. Companies that are slow to adapt tend to be stuck in long-term
plans that are no longer relevant to the realities on the ground, resulting in them
continuing to waste valuable resources on strategies that are no longer effective.
Through the implementation of agility, management can adopt a more
experimental approach with short feedback cycles, allowing small failures to be
quickly detected and corrected before they have a significant impact on financial
performance (Samudra et al., 2025). The speed of executing this data-driven
strategy ensures that innovation is not just a slogan on paper, but a daily
operational reality that continuously strengthens competitiveness. Ultimately,
the harmonious integration of agility and speed of action creates a sustainable
competitive advantage, transforming unexpected external challenges into
springboards for transformative business growth that is relevant to modern
demands.
The Scarcity of Digital Talent

Technology talent, such as data scientists, software engineers, and
cybersecurity experts, have high expectations regarding work culture. They tend
to choose companies with fast, transparent recruitment processes and the use of
modern technology. The digital talent shortage has now become one of the most
crucial challenges in the global economic landscape, as the pace of technological
transformation accelerates unchecked. This gap occurs because the industry's
speed in adopting cutting-edge technologies such as artificial intelligence, cloud
computing, data analytics, and cybersecurity far exceeds the ability of
conventional educational institutions to produce job-ready graduates
(Pandiangan, 2022; 2023; 2024; Tambunan and Pandiangan, 2024, Tambunan et
al., 2024). Companies across various sectors are now competing for competent
experts, but the availability of human resources with high-level technical skills is
extremely limited. As a result, many organizations are hampered in exploring
new innovations, optimizing operational efficiency, or simply maintaining their
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competitiveness in an increasingly digital marketplace (Wardhana, 2023). The
root of this talent crisis lies not only in the quantity of graduates but also in the
quality and relevance of curricula, which often lag behind real-world industry
dynamics. Formal education tends to emphasize static, fundamental theory,
while the workplace demands dynamic, practical skills and the ability to quickly
adapt to constantly updated hardware and software. Furthermore, globalization
has exacerbated domestic conditions in many developing countries, as top local
talent tends to choose to work remotely for foreign multinational companies
offering significantly higher compensation and more promising welfare benefits.
To overcome this impasse, radical synergy between the private sector and
academia is needed through intensive training programs, real-world project-
based internships, and a reorientation of education focused on lifelong learning,
so that the supply of skilled workers can catch up and meet future market needs.

CONCLUSIONS AND RECOMMENDATIONS

The results of this study indicate that the transition from conventional
human resource management to digital human resource management is no
longer simply a change in work tools, but rather a strategic paradigm shift. Three
job market dynamics are forcing the accelerated transition from conventional
human resource management to digital human resource management are the rise
of remote work, the need for agility and speed, and the scarcity of digital talent.
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