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ARTICLE INFO ABSTRACT

The combination of financial and human resource management taken together
creates a strong foundation for small businesses that are turning towards success
and longevity. The research covers benefits and the key areas in integration and
with the purpose of doing that it will optimize the use of resources, enhance
organizational efficiency, and accountability and transparency. A detailed
research of the demographic models, the linearity, and the correlation is made by
the study and information of the linkage of the financial and HR operations and
their influence on the businesses is revealed. Research shows that business line
integration results in a better ability to manage functions, stronger financial
status, higher effectiveness of the system, and recruiting and retaining top-level
talents. Financing projections which are aligned with workforce planning and
other HR activities, mean that small businesses can manage their resources,
including investment with less risk. Consequently, they will increase opportunities
for growth. The implication of the diverse demographic makeup of our
respondents is the necessity of tailoring management practices to address the
specific needs and hurdles of each of the distinctive small business owners.
Regression analytics has revealed the positive impact, which are proactive,
strategic planning, compensation and training on business performance.
Similarly; correlation analysis showed correlations of different financial and
human resource variables, which were strongly related. Summed up, this research
confirms the relevance of the complex concept of integrated financial and HR
administration for companies today in their attempts to outpace competitors in a
highly ever-changing market.

Keywords: small and medium enterprises; financial management; human
resource management; integrations and development of businesses; and
organizational success.

Introduction

Local businesses are undoubtedly a desirable element of national economies providing job opportunities,
groundbreaking innovations and product/service variety, and stimulating general economic activity.
Nevertheless, small businesses also go through many hardships as small business owners have limited
employment resources (Baron, J., & Hannan, M., 2002). Among the two main factors that need to be looked
into deeply for small businesses success and sustainability is financial management and human resource
management (HRM). Combined actions in these areas will be crucial to ensure that small businesses will be
able to take advantage of the benefits of integrating different approaches (Barrett, R., & Mayson, S., 2008).

In simple terms financial management comprises of organizing, planning, directing, monitoring and
controlling monetary resources with a purpose to achieve expected outcomes (Pandey, 2015 Finance
management encompasses a range of activities that cut across: budgeting, financial forecasting, working capital
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management, investment appraisal, and financing choices (Bowen, D., & Ostroff, C., 2004). There are four
major areas in which financial management contributes and enhances the profitability of business, liquidity,
stability and growth (Bryson, A., & White, M., 2019). Even small businesses experience some capital and
volatility problems, lack of financial management expertise, and difficulties of attracting external funds
(Buisson et al., 2021).

This resource management involves the application of policies, practices, systems, and strategies to administer
the tasks of employees in the environment of the organization (Burton et al.,, 2019). The core HRM functions
of small businesses include workforce planning, position recruitment and selection, training and development,
performance management, remuneration and staff benefits administration, and employment relations
(Cardon, M., & Stevens, C., 2004). The HRM has great importance for start-ups, as they often give their
employees a chance to show how they can help an organization to stand above its competitors (Chadwick, C.,
& Li, P., 2018). Nevertheless, small businesses skip most times having HRM experts trained on formal and
systemic HRM policies (Chadwick et al., 2013).

Integrated approach appreciates the significance of departmental coordination to avert duplication of efforts
and decision-making. It is also essential to have systems and strategies together as one (Cooke et al., 2020).
Evidence reveals that integration between financial and HRM systems, strategies, objectives and practices can
not but provide tremendous and kind benefits to small businesses. There are a few benefits of information
systems which are as follows: improved efficiency, decision making, financial performance and the ability to
pursue innovations and growth opportunities (Curran, J., 1990).

Benefits of Integration

Integrating financial and human resource management in small businesses can provide several key advantages:
Compared to traditional organizations, an organization based on blockchain technology is more efficient and
allows for making better decisions. It has been established that cooperation to assess the financial capacities
alongside HR needs leads to an organizational solution for bridging the gap between targets and objects
(Curran, J., & Stanworth, J., 1981). Small businesses, faced with financial bottlenecks, find themselves being
inefficient when they are not sufficiently staffed during the expansion but have the financial capability, or they
have too many employees and cannot find funds for growth projects.

The result is stronger financial stability. Developing budgets for labor and HRM activities along with allocating
the capital for these expenditures, puts a truer, more insightful picture of the cost and cash flow needed
(Drummond, I., & Stone, 1., 2007). This is an enabling environment which promotes financial sustainability
and lets small businesses seize opportunities with the highest returns at the same time.

Increased agility and innovation. As businesses, the efficacy of allocating the staffing changes to specific points
in time is critical, and this is dependent on the strategic alignment of HRM to the prevailing financial capacities
of the organization (Festing et al., 2017). Through such clarity of vision and competitive edge, innovation and
quick-thinking are the key differentiators of small businesses.

Higher recruitment, development and retention of the best talent. The integration of the financial and HRM is
a determinant of the conspicuous potential of the incoming employees to the organization (Forth et al, 2006).
The employees who are currently on the job are most likely to stay and do their jobs well when they see human
resource planning (HRP) closely locked with the business strategy and financial capacity of their companies.

Areas for Integration

Key areas where small businesses can integrate across financial and HRM systems, objectives and practices
include:

Strategic planning. Jointly looking at financial projections which have realistic growth targets, and workforce
expansion plans that have been evaluated makes leadership a strategic decision-making body (George et al.,
2021). Leadership can then realize authentic appraisals of financial and labor resource availability with which
to alter the strategies. Forecasting and budgeting. Formulating a financial plan for workers’ income, benefits,
training, payroll administration, and other labour costs will give the enterprise an overall financial picture of
the business and its necessities (Gilman, M., & Edwards, P., 2008). By enabling small businesses to effectively
plan for their human resource costs, SMEs are in a position to invest strategically.

Recruitment and selection. Businesses evaluate the financial costs and the strategic relevance of additional
personnel so that they can make the recruitment decisions that are likely to affect the crucial performance
metrics (Gilman et al., 2015). Selective, tactical recruitment will help to store up resources for other sectors of
the economy. Compensation and incentives. With such goals in place and employees’ salaries tailored in
accordance, it becomes easier to influence financial priorities of their employees so that the reward system
reinforces the idea of profitability and motivates profit making. On the other hand, small businesses definitely
have to make sure that compensation is motivating the staff members to do only the right things which also
include behavior. Training, development and promotions. Strategically connecting workforce development,
and advancement programs to the company's growth strategies and financial abilities guarantees a human
capital that is fully flexible to meet the needs of new strategic business growth (Guerrero et al., 2021). Small
businesses may, by this means, facilitate learning, training and skills, which substantially affect incomes.
Retention practices. Investigating connections of the compensation, benefits, work environment, and
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profitability would be the key to determine the factors which are cost-effective, and have good impacts on
employee satisfaction and retention, therefore result in a better work environment (Haar et al., 2021). It plays
the role of a small business keeping it tight-knit within budgetary restrictions. It can be argued that
implementing strategic planning as well as systems, processes and decision making across both financial and
HR areas creates opportunities for increasing the efficiency and performance within an organization, that in
turn results in more innovation and growth. Due to limited resources for small businesses, it is imperative to
ensure successful financial and personnel management which can only be achieved through professional
coordination. Integration planning, forecasting, giving jobs, salary, training and keeping employees are critical
areas for financial and HRM integration. By adopting an interconnected strategy, small businesses could fully
utilize their human and financial capital for the realization of their targets.

Objective of the study

1. Optimize resource allocation through streamlined financial and HR processes.

2. Enhance organizational efficiency by integrating financial and HR data analysis.

3. Foster a culture of accountability and transparency through cohesive financial and HR management
strategies.

Materials and Methods

Sample Area
The analysis focused on the small businesses in a particular region like a municipality or a county to ensure
seamlessness in the affairs of the local economy and regulatory environment.

Sample Size

An appropriately purposive sampling method was applied to select a sample of a small business from different
sectors or industries with a view of ensuring image diversity in terms of business types and sizes. The sample
size wanted a data saturation, which was generally between 50s to 100s that belongs to small businesses.

Data Collection

e Surveys: Structured questionnaires were developed to collect quantitative data about financial and HR
management practices, integrations, and benefits perception. These surveys were distributed via email or
we did it personally to business owners, or to those relevant managers.

e Interviews: Based on ‘semi structured interviews’ a shared database was created to collect participants
qualitative insight on this matter.

e Document Analysis: Instead of the usual HR policies and financial statements, other pertinent reports and
documents were examined alongside the survey results to back up and support our findings.

Data Analysis

Quantitative Analysis: Statistical packages like SPSS or Excel were used in this study. The descriptive statistics
included mean, median and standard deviation; while inferential statistics incorporated correlation and
regression. The ANOVA and t-tests, on the other hand, took part in the comparative analysis.

Statistical Analysis

e Correlation Analysis:Pearson's correlation was employed to establish a relationship between variables of
Eez finance and human resource management, such as for example financial capacity and employee
retention.

e Regression Analysis: Regression analysis developed to identify the predictors of business performance or
failure according to the integration of financial and HR.

Ethical Consideration

e Informed Consent: The subjects were informed in a view that the procedures were designed to improve the
situation and have legal rights.

e Confidentiality:Fresh steps to make sure that confidentiality of information and privacy of participants is
preserved were taken. During the analysis and report preparation any identifiers were discarded or
anonymous.

e Data Protection:The importance of strictly following the confidentiality protocols to protect participant
data from illegitimate access or disclosure by applying encryption and secure storing methods was
emphasized.

e Voluntary Participation: Participation in the study by choice, and the participants were assured that their
involvement, or non-participation would not turn into eventual disconnection or negative affect in their
professional relationships and status.

e Research Integrity: In addition to complying with the moral rules of research ethics and upholding the value
of truthfulness, good reputation and accuracy in the process of data collection, analysis and reporting.
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Result and Discussion

Table 1: Demographic Profile of Respondents

Characteristic | Frequency | Percentage
Gender

Male 65 65%
Female 35 35%
Age Range

25-35 40 40%
36-45 30 30%
46-55 20 20%
56-65 10 10%
Education Level

High School 15 15%
Bachelor's Degree 45 45%
Master's Degree 30 30%
Doctorate 10 10%
Years in Business

Less than 1 year 15 15%
1-5 years 35 35%
6-10 years 25 25%
More than 10 years 25 25%

The table below presents the demographic properties of a sample of 100 entrepreneurs or business owners.
This disc section divides the sample into genders, age bracket (this is further partitioned into those that are
older than 18 and those that are younger than 18), educational level and time spent in business.

Gender Composition

The bulk of the tabulated figures (65%) are male. Only 35% are female. Possibly, it is the symptom of the sad
fact that the entrepreneurship field and the business ownership one still are male-dominated (Harney, B.,
2021). Although considerable progress has been achieved, women entrepreneurs still face systemic barriers,
such as access to capital and stereotypes around leadership, and there is still a long way to go before they can
fully participate in the economic development (Harney, B., & Alkhalaf, H., 2021).

Age Distribution

The responders of our sample are young. 70% are under age 45 from the latest data. The young people are also
the ones to primarily start new businesses following a pattern where the business formation after the age of 50
is dropping with time (Harney, B., & Collings, D. G., 2021). Several theories are suggested to explain the higher
propensity of younger persons to start their own business, which can be found in a reduction of risk tolerance
with age, and a better adaptability of the youngest to the new technologies and innovations.

Education Levels

The same lies in the fact that the sample is highly knowledgeable as a whole. The percentage of overeducated
immigrants from India is substantial, but most of them have bachelor’s or master’s degrees and 40% have a
Ph.D. Middle and lower class people may lack the required contacts and capital to start a business and they
may be lacking in confidence too. Also entrepreneurs from these backgrounds may face more obstacles than
their peers from amongst those with education (Harney, B., & Dundon, T., 2006).

® Male Female @ 25-35 @ 36-45 @ 46-55 @ 56-65 @ High School
Bachelor's Degree Master's Degree @ Doctorate Less than 1 year
® 1-5years @ 6-10years @ More than 10 years

Figure 1: Demographic Profile of Respondents
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Tenure in Business

On the other hand, years in business were evenly distributed, 15% being newly established entrepreneurs, while
the other 70% had 1-10 years in the market, and 25% were seasoned with over 10 years in business. Thus, it
could be concluded that the sample exhibits entrepreneurial behaviors at all stages of start-ups and are
intended to contribute to the learning process. Start-ups may establish service agreements with already
successful enterprises, use mentors from their customer base or support young ventures (Harney, B., &
Dundon, T., 2007). Essentially, the data in the table are shrouded in misbalance, which can be found in the
broader startup scene also. Therefore, the table incorporates various ages, education levels and tenures'
context, which makes us able to describe a variety of business owners' growth matters over time. Market-driven
emphasis might be the lever for gender parity.

Table 2: Predictors of Business Performance

Predictors Beta Coefficient Significance Level
Financial Capacity | 0.56 p < 0.001

Strategic Planning | 0.48 p < 0.01
Compensation 0.62 p < 0.001

Training 0.40 p < 0.05

This table demonstrates regression results, which show that four organizational predictors of an unspecified
outcome variable were related. The financial ability, and strategic planning, compensation, and training are the
four predictors in this context. Together with beta coefficients and level of significance for each predictor the
table shows these values. The beta coefficient is a measuring tool that shows the intensity of the connection
between every predictor and the outcome variable. A + sign means that the independent variable is a positive
predictor for the dependent one, and a - sign points at their inverse correlation (Jarzabkowski, P., & Wilson,
D.,2006). As a beta coefficient value indicates a higher or a lower correlation (depending on whether it is closer
to or further from zero), the stronger is the relationship. For instance, compensation is linked with the largest
positive beta coefficient (0.62) indicating that it is the most evident positive factor among all four predictors
explaining the target variable. The meaning of the significance level means the beta coefficient is and is not
statistically significant. The levels of significance commonly employed are: p=<0.05, p=<0.01, and p=<0.001.
p-values at or below such thresholds indicate that the null hypothesis of no link between the predictor and the
response can be rejected. The results reflect a significant positive link for all four predictors concerning the
outcome variable. The cash was the predictor with the lowest p-value (p<0.001), meaning that we can be highly
sure that cash has a statistically significant prognostic relationship to the outcome variable after controlling for
the other predictors (Jennings et al., 2009). To conclude, all of the presented table outcomes demonstrate that
financial capacity, strategic planning, compensation, and training are positively correlated with increase of
unspecified outcome based on the result after regression analysis. Out of all the aspects considered,
compensation seemed to have the strongest impact on financial capacity. Consequently, the association factors
are almost always very large (Hutagaluh et al., 2020). They remain highly significant irrespective of the impact
of other variables that are used to predict the dependent variable in the regression model. These data are in the
support of compensation improvement, financial planning, strategic planning and employee training, and the
result of such improvement in the organization outcome measure of interest would be success (Hutagaluh, O.
& Aslan., 2019). The further research is sought to replicate the same results and to underpin the precise theory
as well as practice.

Table 3: Correlation Analysis of Key Variables in Small Businesses

Variables Pearson's Correlation | Significance Level
Financial Capacity and Employee Retention 0.78 p < 0.001

Strategic Planning and Organizational Efficiency | 0.65 p <0.01
Compensation and Financial Priorities 0.72 p < 0.001

Training and Business Growth 0.60 p < 0.05

In the table below, are given the same organizational variables, their Pearson correlation coefficient, and level
of significance for each pair of the variables. Pearson's Correlation evaluates the strength of the linear
relationship and the direction between the two continuous variables (Jackson et al., 2014). The correlation
coefficient (r) is situated within the interval [-1,1] with o0 indicating the absence of any relationship and values
closer to the extremes signaling that a relationship is strongly positive or negative. The significance level is the
probability that the discovered correlation came about out of chance (Jasmand et al., 2012). Traditionally,
social sciences, among other disciplines, commonly use 95% 99% or 99.99% cut-off. The fact that financial
prerequisite and employee retention shares a strong positive correlation (r = 0.78, p < 0.001) is an undeniable
fact. Here implies that as the earning capacity and profitability of an organization increases, the organization
is also more likely to retain employees (Jiang et al., 2012). The ability of a company to balance its finances is a
prerequisite for paying its employees well, providing them with the needed benefits, training, and other
incentives that prevent them from resigning (Kehoe, R. R., & Wright, P. M., 2013). The correlation sufficiently
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conforms to the experimental data with the coefficient of determination 0.99 which corresponds to a 0.1%
likelihood of this effect to occur by accident. The existence of a moderate positive dependence (r is equal to to
0.65, p < 0.01) between organizational planning and efficiency was revealed. This goes with the result of
research that strategic planning permits organizations to establish purposeful company objectives, distribute
resources in a productive way, define clear processes, and enhance coordination (Komalasari et al., 2019). After
the 1% (p<o0-01) reliability check, it can be clearly seen that there is a positive relationship between strategic
planning and efficient operation. Among business traditions there is a significant positive correlation (r = 0.72,
p < 0.001) between financial profit and financial priorities found in organizations. It is consequently not a
surprise that funds for salaries and other privileges also go up because of the priority given to finances (Kooij
et al.,, 2013). The closely positive correlation, as well as the very small p-value, suggest agreement on the top
priorities for increasing compensation for investors and, subsequently, the company's financial strategies. The
analysis shows that there is a tendency for a moderate correlation (r = 0.60, p < 0.05) and it implies that as the
training increases so do the business growth. Increases in profits and sales also lead organizations to invest in
employees’ expertise and productivity, which then raises their standards. At 5% level of significance this
relationship may be deemed to be relatively less statistically substantial in the data (Kraja, Y., & Osmani, E.,
2013). Further data collection which is more robust in nature may be quite necessary to evaluate whether or
not training leads to growth of the business. Therefore the interplay of relationships indicates that human
resources don’t simply improve finances, but the fact that high quality employee treatment provides a
groundwork for other financial support as well as commercial expansion. This is in line with a resource-based
view principle that an organization’s capacity to develop human talent plays an essential role in generating
competitive advantage through optimal performance.

Conclusion

In the end, an integrated approach towards financial and human resource management in small businesses
plays a vital role in their success and permanently. This study is focusing on the importance of synchronization
financial management and human resource strategies in order to maximize resource allocation, promote
organizational efficiency, and emphasize culture of accountability and transparency. With integration, small
businesses can benefit from increased efficiency, better financial stability, increased adaptability and
innovativeness as well as wider access to top talent and skill. By consciously planning and coordination of
financial and human resource activities, small businesses can be skillful to manage the resource and walk
through the path of growth. The population of respondents has a diverse sample of people with different gender
profiles, different age ranges, education levels, and business years. This diversity, therefore, makes explicit the
necessity of appreciating the distinctive demands as well as the impediments that the various divisions of small
business owners grapple with. The progressive analysis demonstrates that financial capacity, strategic
planning, pay scale, and training are the main variables positively determined by business performance. This
research reveals that, after all, financial and HR management practices constitute a vital element in
organizations' success. Correlation analysis additionally reinforces to the degree that close relationships exist
among financial capacity and employee retention, strategic planning and organizational -efficiency,
compensation and financial priorities, and training and business growth. These associations echo the relational
nature of financial management and HR and impact the overall performance of a company. First of all, it reveals
why complex solutions that involve simultaneously financial and human resource management in small
enterprises are key. Through the use of the financial and HR strategies, the small businesses have the ability to
optimize their resources, improve their competitiveness and experience long-term growth in the business
dynamism.
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