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ABSTRACT 
This research is based on the fact that human resource management in MSMEs 
is still largely carried out informally and is heavily influenced by personal 
relationships between business owners and employees. This situation often 
makes the relationship between HR practices and business performance unclear 
and difficult to measure systematically. Although HR is understood as a vital 
intangible asset that plays a role in creating business excellence, there are still 
limitations in understanding how these practices are truly interpreted and 
implemented in the context of MSMEs in areas such as Kendari City. This study 
aims to explore the meaning and practice of HR management in MSMEs, while 
also examining how this relates to business performance. The approach used is a 
qualitative phenomenological approach with data collection techniques through 
in-depth interviews, field observations, and thematic analysis with 12-15 
informants consisting of MSME owners and key employees in the food and 
beverage sector in Kendari City. The results show that HR management is better 
understood as a process of building warm relationships and maintaining 
emotional closeness, often referred to as "heart management." Emerging 
practices include proximity-based recruitment, informal rewards that emphasize 
loyalty, and flexible and less structured performance evaluations that still foster 
a friendly work environment. Therefore, this research emphasizes the 
importance of developing HR strategies that remain relevant to local culture 
while simultaneously moving toward a more measurable system that allows for 
continuous monitoring and improvement of business performance without 
diminishing existing family values. 
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INTRODUCTION 

Micro, Small, and Medium Enterprises (MSMEs) play a crucial role in the Indonesian 

economy. In addition to providing employment for a large portion of the national workforce, 

MSMEs also contribute to income equality and economic growth across various regions . 

(Salsabillah et al. 2023) . The existence of MSMEs is not only seen as a profit-generating 

economic activity, but also as an instrument that encourages economic inclusion and 

improves community welfare. (Khumairo 2025) . In the midst of increasingly competitive 

economic dynamics, MSMEs are required to be able to adapt to market changes, technological 

developments, and ever-evolving consumer needs. (Anggraeni, Hodijah, and Umiyati 2026) . 
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