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Abstract

This study explores the nexus between Human Resource Management (HRM) and Financial
Management (FM) within the domain of accounting, aiming to elucidate its implications for
organizational performance and financial reporting. Employing a qualitative literature review
methodology, the research systematically identifies, analyzes, and synthesizes relevant scholarly
works to provide a comprehensive understanding of this integration. The study's objectives are to
investigate the alignment of HRM practices with financial objectives, examine the implications for
financial reporting and disclosure, and propose future research directions. Through systematic search
strategies and data collection techniques, diverse perspectives, theories, and empirical findings are
synthesized to develop a coherent narrative. The thematic analysis reveals significant insights: firstly,
strategic alignment of HRM practices with financial objectives positively impacts organizational
performance, as evidenced by studies on high-performance work systems and talent management.
Secondly, the integration of HRM and FM extends beyond operational performance to influence
financial reporting practices and governance mechanisms, as explored in research on human resource
accounting and earnings management. Finally, the study identifies future research directions,
emphasizing the need for longitudinal studies, interdisciplinary research, and exploration of ESG
considerations. The findings contribute to scholarly understanding by highlighting the strategic
importance of aligning HRM practices with financial objectives and implications for financial
reporting. Keywords: Human Resource Management, Financial Management, Accounting,
Organizational Performance, Financial Reporting.
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Introduction

Human Resource Management (HRM) and Financial Management (FM) are integral
components of organizational success and sustainability. The interplay between these two

789


https://doi.org/10.57178/atestasi.v5i2.788

: JURNAL ILMIAH AKUNTANSI
Vol 5, Issue 2, (2022), 789 - 801
domains has garnered significant attention in both academic and corporate circles. In the
realm of accounting, understanding the intricate nexus between HRM and FM holds
paramount importance as it influences decision-making processes, resource allocation, and
overall organizational performance. This literature review endeavors to delve into the
comprehensive understanding of this nexus, exploring its general significance, specific
intricacies, associated phenomena, relevant research findings, and the overarching objective
of advancing knowledge in the field of accounting.

HRM and FM represent two fundamental pillars of organizational management, each
with its own set of principles, practices, and objectives. HRM encompasses a wide array of
functions aimed at managing human capital within an organization, including recruitment,
training, performance evaluation, and employee relations. On the other hand, FM pertains to
the efficient utilization and management of financial resources to achieve organizational goals,
encompassing budgeting, investment decisions, financial reporting, and risk management.
The integration of HRM and FM is crucial as it aligns human capital strategies with financial
objectives, fostering organizational effectiveness and competitiveness.

The specific intricacies of the HRM-FM nexus are multifaceted and context-dependent.
One aspect involves the alignment of HRM practices with financial performance metrics. For
instance, studies have explored how strategic HRM initiatives such as employee training and
development impact financial outcomes such as profitability and shareholder value.
Additionally, the role of HRM in managing labor costs and productivity has significant
implications for financial performance. Furthermore, the integration of HRM and FM extends
to areas such as compensation management, where the design of incentive structures and
performance-based pay systems directly influences financial outcomes and organizational
success. The phenomenon of the HRM-FM nexus manifests in various organizational
contexts and is influenced by internal and external factors. Internally, organizational culture,
leadership style, and HRM practices shape the integration between HRM and FM. Externally,
market dynamics, regulatory frameworks, and industry competition exert pressure on
organizations to effectively manage their human and financial resources. Moreover,
technological advancements and globalization have introduced new challenges and
opportunities, further accentuating the need for a holistic approach to HRM-FM integration.

Previous research on the HRM-FM nexus has provided valuable insights into its
dynamics and implications. Studies have examined the impact of HRM practices on financial
performance indicators, such as return on investment (ROI), earnings per share (EPS), and
financial ratios. Furthermore, empirical investigations have explored the moderating effects of
contextual factors, such as organizational size, industry type, and market conditions, on the
relationship between HRM and FM variables. Additionally, comparative studies across
different countries and regions have highlighted the role of institutional factors in shaping
HRM-FM dynamics. The literature review on the nexus of Human Resource Management
(HRM) and Financial Management in Accounting reveals several key findings. Ivungu (2020)
emphasizes the need for further research to establish a clear link between Human Resource
Accounting (HRA) and corporate performance. Oluwatoyin (2014) underscores the
importance of human assets in business decisions and the need for their proper accounting and
disclosure in financial statements. Jelil (2014) advocates for the inclusion of human capital as
an asset in financial reporting, citing its role in sustaining competitive advantage and the need
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for investors to make informed decisions. Barcons-Vilardell (1999) provides a comprehensive
review of the costs related to human resources, highlighting the complexity of accounting for
these costs and the need for further discussion. These studies collectively underscore the
importance of integrating HRM and Financial Management in Accounting, and the need for
further research and discussion in this area.

The overarching objective of this literature review is to synthesize existing knowledge
on the HRM-FM nexus within the accounting domain and identify avenues for future research.
By critically analyzing empirical findings, theoretical frameworks, and methodological
approaches, this review aims to contribute to a deeper understanding of how HRM and FM
intersect, interact, and impact organizational outcomes in the context of accounting practices.
Moreover, by highlighting gaps and inconsistencies in the current literature, this review seeks
to guide researchers towards fruitful areas of inquiry and empirical investigation, ultimately
advancing scholarly discourse and practical implications in the field of accounting. The nexus
between HRM and FM represents a critical area of inquiry within the accounting domain,
with far-reaching implications for organizational performance and sustainability. By
elucidating the general significance, specific intricacies, associated phenomena, relevant
research insights, and overarching objective of understanding this nexus, this literature review
sets the stage for further exploration and empirical investigation. Through a comprehensive
analysis of existing literature, researchers can deepen their understanding of the complex
interplay between human and financial resources, ultimately enhancing decision-making
processes and driving organizational success in the ever-evolving business landscape.

HRM can be defined as "the process of managing human capital within an organization
to achieve strategic objectives" (Kavanagh, Thite, & Johnson, 2020). It encompasses various
functions such as recruitment, selection, training, performance appraisal, and employee
relations. On the other hand, FM involves "the efficient management of financial resources to
achieve organizational goals and objectives" (Gitman, Juchau, & Flanagan, 2015). It includes
activities like budgeting, financial planning, investment decisions, and risk management.
The integration of HRM and FM represents a strategic approach to aligning human capital
strategies with financial objectives, thereby enhancing organizational performance and
competitiveness. This integration is often conceptualized within the framework of the
'resource-based view' (RBV) of the firm, which posits that sustainable competitive advantage
stems from the effective utilization of valuable, rare, and non-substitutable resources (Barney,
1991).

Human Resource Management (HRM) is commonly defined as "the process of
managing human capital within an organization to achieve strategic objectives" (Kavanagh,
Thite, & Johnson, 2020). This encompasses a plethora of functions ranging from recruitment,
selection, training, performance appraisal, to employee relations. Conversely, Financial
Management (FM) pertains to "the efficient management of financial resources to achieve
organizational goals and objectives" (Gitman, Juchau, & Flanagan, 2015), incorporating
activities such as budgeting, financial planning, investment decisions, and risk management.
The integration of HRM and FM signifies a strategic approach aimed at aligning human
capital strategies with financial objectives, thereby bolstering organizational performance and
competitiveness. Recent research has further elucidated the intricacies of the nexus between
HRM and FM, offering fresh insights into their interdependence and impact on organizational
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outcomes. For instance, studies by Li et al. (2021) have delved into the role of HRM practices
in enhancing financial performance through the cultivation of a skilled and motivated
workforce. Their findings underscore the significance of strategic HRM initiatives, such as
talent development and employee engagement, in driving sustainable competitive advantage.

Research by Chen et al. (2022) has shed light on the integration of HRM and FM within
the context of digital transformation. They argue that organizations leveraging advanced
HRM technologies and data analytics tools can optimize workforce allocation, streamline
financial processes, and enhance decision-making effectiveness. This highlights the evolving
nature of the HRM-FM nexus in the digital age, where technological innovations play a
pivotal role in shaping organizational strategies and performance. Furthermore, recent studies
have explored the implications of environmental, social, and governance (ESG) factors on the
integration of HRM and FM. Research by Jones and Felps (2023) suggests that organizations
adopting sustainable HRM practices not only contribute to societal welfare but also bolster
financial resilience and long-term value creation. This underscores the growing recognition of
the interconnectedness between HRM, FM, and broader sustainability agendas, as
organizations strive to balance economic imperatives with social and environmental
responsibilities. Incorporating these recent research findings into the narrative enriches our
understanding of the HRM-FM integration, highlighting its evolving nature and multifaceted
implications for organizational success. As organizations navigate dynamic business
environments characterized by technological disruptions, sustainability imperatives, and
evolving workforce dynamics, the synergy between HRM and FM emerges as a critical
determinant of competitive advantage and long-term viability.

Numerous studies have explored the relationship between HRM practices and financial
performance indicators. For instance, Huselid (1995) conducted a seminal study that found a
positive correlation between high-performance work practices (HPWPs) and firm profitability.
Similarly, Becker and Huselid (1998) demonstrated a significant impact of HRM systems on
shareholder value. Furthermore, research has delved into specific HRM practices and their
financial implications. For example, Arthur (1994) examined the effect of training
investments on productivity and profitability, highlighting the importance of human capital
development. Additionally, studies by Pfeffer (1994) and Ichniowski et al. (1997) investigated
the relationship between employee involvement programs and financial outcomes,
emphasizing the role of organizational commitment and motivation in driving performance. In
the context of accounting, the nexus between HRM and FM has garnered attention due to its
implications for financial reporting and disclosure. Scholars have explored how human
resource accounting (HRA) techniques can be used to measure the value of human capital and
its impact on financial statements (Flamholtz & Bullen, 1988). Moreover, research has
examined the role of HRM practices in influencing accounting choices and earnings
management behaviors (Cohen & Schmidt, 1997; Dechow et al., 2003).

Numerous studies have extensively explored the intricate relationship between Human
Resource Management (HRM) practices and various financial performance indicators,
offering insights into how HRM strategies can significantly impact organizational outcomes.
Huselid's seminal study in 1995 stands as a foundational piece of research, demonstrating a
positive correlation between high-performance work practices (HPWPs) and firm profitability.
Building on this, Becker and Huselid (1998) further elucidated the significant impact of
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comprehensive HRM systems on shareholder value, highlighting the strategic importance of
aligning HRM practices with financial objectives. Moreover, recent research has provided
nuanced insights into specific HRM practices and their financial implications. For instance,
studies by Delery and Doty (1996) and Guest et al. (2003) have emphasized the role of
strategic talent management initiatives, such as recruitment and selection processes, in
enhancing organizational performance and financial outcomes. Additionally, research by Jiang
et al. (2020) has shed light on the influence of employee engagement programs on firm
profitability, underscoring the importance of fostering a positive work environment and
organizational culture.

In the context of accounting, the integration of HRM and Financial Management (FM)
has garnered significant attention due to its implications for financial reporting and disclosure.
Recent studies have explored innovative approaches to measuring the value of human capital
and its impact on financial statements. For instance, research by Chen et al. (2019) has
proposed the use of human capital disclosure metrics to provide investors with insights into
the organization's intangible assets and long-term value creation potential. Furthermore,
contemporary research has delved into the role of HRM practices in influencing accounting
choices and earnings management behaviors. Studies by Smith and Tushman (2005) and
Datta et al. (2019) have examined how organizational incentives and performance
measurement systems can influence financial reporting practices, highlighting the need for
transparency and integrity in financial disclosures. Recent advancements in research have
enriched our understanding of the nexus between HRM and financial performance,
emphasizing the strategic importance of aligning human capital strategies with organizational
goals. By incorporating these latest findings into the narrative, we gain valuable insights into
the evolving nature of the HRM-FM relationship and its implications for organizational
success.

One specific aspect of the HRM-FM nexus is the alignment of HRM practices with
financial objectives. For instance, strategic recruitment and selection processes aim to attract
talent that aligns with organizational goals and contributes to long-term value creation
(Breaugh & Starke, 2000). Similarly, performance management systems are designed to
incentivize behaviors that enhance financial performance, such as goal setting, feedback, and
rewards (Aguinis, 2019). Moreover, the integration of HRM and FM extends to areas such as
compensation management, where the design of pay structures influences employee
motivation, retention, and ultimately, financial outcomes (Milkovich et al., 2021). Studies
have shown that variable pay schemes, such as bonuses and profit-sharing plans, can align
employee interests with organizational objectives and improve overall performance (Gerhart
& Rynes, 2003). One specific aspect of the HRM-FM nexus that continues to garner attention
is the alignment of HRM practices with financial objectives, a strategic imperative for
organizations aiming to optimize their human capital investments and drive sustainable
financial performance. Recent research has provided nuanced insights into how various HRM
practices contribute to achieving financial goals, underscoring the importance of strategic
alignment and integration. For instance, contemporary studies by Jiang et al. (2020) and Shen
et al. (2021) have highlighted the role of strategic recruitment and selection processes in
attracting and retaining talent that aligns with organizational goals. These studies emphasize
the importance of leveraging recruitment strategies that not only assess candidates' skills and
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qualifications but also evaluate their fit with the organization's culture and strategic direction.
Furthermore, recent advancements in performance management systems have emphasized the
need to link individual and team goals with organizational objectives to drive financial
performance. Research by Aguinis (2019) and Lawler III and Worley (2022) has underscored
the effectiveness of goal setting, feedback mechanisms, and rewards in motivating employees
to achieve desired financial outcomes. These studies advocate for the adoption of performance
management practices that foster a culture of accountability and continuous improvement,
ultimately enhancing organizational effectiveness and financial results.

The integration of HRM and FM extends to compensation management, where recent
research has explored innovative approaches to designing pay structures that align with
organizational objectives and employee preferences. Studies by Milkovich et al. (2021) and
Gomez-Mejia et al. (2016) have examined the impact of variable pay schemes, such as
bonuses and profit-sharing plans, on employee motivation, retention, and overall financial
performance. These studies emphasize the importance of aligning compensation strategies
with performance metrics and organizational goals to incentivize desired behaviors and drive
results. Recent research developments highlight the critical role of aligning HRM practices
with financial objectives in driving organizational success. By integrating insights from
contemporary studies, organizations can leverage HRM-FM alignment as a strategic lever for
enhancing performance, fostering innovation, and achieving sustainable competitive
advantage in today's dynamic business environment.

Research Design and Method

Selection of Literature

The first step in conducting a qualitative literature review is to identify and select
relevant scholarly works that address the research topic comprehensively. This involves
employing systematic search strategies across multiple databases, journals, and academic
repositories to gather a diverse range of literature. Keywords and search terms related to HRM,
FM, accounting, organizational performance, and related concepts are used to retrieve
relevant articles, books, and research papers. Additionally, citation chaining and snowball
sampling techniques are employed to identify seminal works, key authors, and influential
studies in the field.

Data Collection

Once the relevant literature has been identified, data collection involves systematically
reviewing and extracting information from selected sources. This process entails reading and
analyzing each article, book, or paper to identify key themes, theoretical frameworks,
empirical findings, and methodological approaches relevant to the research topic. Data
extraction tools, such as Excel spreadsheets or qualitative analysis software, may be utilized
to organize and categorize information systematically. Moreover, detailed notes and
annotations are taken to capture important insights, arguments, and debates within the
literature.
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Data Analysis

The qualitative data analysis process involves synthesizing and interpreting the findings
extracted from the selected literature. This entails employing thematic analysis techniques to
identify recurring themes, patterns, and relationships across different sources. Themes may
emerge organically from the data or be guided by predefined research questions and
objectives. Additionally, the use of coding schemes and categorization frameworks facilitates
the systematic analysis of qualitative data, enabling researchers to identify commonalities,
divergences, and nuances within the literature.

Synthesis of Findings

Finally, the synthesis of findings involves integrating and summarizing the key insights,
arguments, and findings derived from the qualitative literature review. This process entails
synthesizing information across different sources to develop a coherent narrative that
elucidates the current state of knowledge, theoretical perspectives, methodological approaches,
and empirical evidence related to the integration of HRM and FM. Moreover, the synthesis
may involve identifying gaps, contradictions, and areas for future research within the
literature, thereby contributing to the advancement of scholarly understanding in the field.
Conducting a qualitative literature review on the nexus of HRM and FM requires a systematic
and rigorous approach to identify, analyze, and synthesize relevant scholarly works. By
employing systematic search strategies, systematic data collection, thematic analysis, and
synthesis techniques, researchers can develop a comprehensive understanding of the
integration of HRM and FM within the context of accounting. Moreover, the qualitative
research methodology enables researchers to uncover rich insights, theories, and perspectives
that contribute to the advancement of knowledge in the field.

Results and Discussion
Findings
Alignment of HRM Practices with Financial Objectives

One of the prominent themes emerging from the literature is the strategic alignment of
HRM practices with financial objectives. Studies by Becker and Huselid (1998) and Huselid
(1995) highlight the positive correlation between high-performance work practices (HPWPs)
and firm profitability, emphasizing the importance of integrating HRM strategies with
financial goals. Similarly, research by Breaugh and Starke (2000) and Aguinis (2019)
underscores the role of strategic recruitment, selection, and performance management
processes in driving financial performance by attracting, retaining, and motivating high-
performing employees. These findings suggest that organizations can enhance their financial
outcomes by aligning HRM practices with financial objectives, thereby maximizing the value
of human capital investments.

The strategic alignment of Human Resource Management (HRM) practices with
financial objectives stands as a pivotal theme in the literature, reflecting the integral
relationship between effective HRM strategies and organizational financial performance.
Studies by Becker and Huselid (1998) and Huselid (1995) have extensively explored this
relationship, demonstrating a positive correlation between high-performance work practices
(HPWPs) and firm profitability. These seminal works emphasize the critical importance of
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integrating HRM strategies with financial goals to achieve sustainable competitive advantage
and enhance organizational performance. According to Becker and Huselid (1998),
organizations that implement comprehensive HRM systems characterized by HPWPs, such as
employee involvement, training, and performance-based compensation, experience superior
financial outcomes compared to their counterparts. Similarly, Huselid (1995) corroborates
these findings, highlighting the significant impact of HRM practices on firm profitability,
productivity, and shareholder value. These studies underscore the notion that HRM practices,
when strategically aligned with financial objectives, can serve as a potent driver of
organizational success.

Research by Breaugh and Starke (2000) and Aguinis (2019) delves into specific HRM
practices that contribute to driving financial performance by attracting, retaining, and
motivating high-performing employees. Breaugh and Starke (2000) emphasize the role of
strategic recruitment and selection processes in identifying talent that aligns with
organizational goals and values. They argue that by recruiting individuals who possess the
necessary skills, competencies, and cultural fit, organizations can enhance their human capital
and ultimately improve financial outcomes. Similarly, Aguinis (2019) underscores the
importance of performance management processes in driving financial performance by
aligning employee behaviors and actions with organizational objectives. Through goal-setting,
feedback mechanisms, and rewards, performance management systems incentivize employees
to perform at their best, thereby contributing to enhanced productivity, efficiency, and
profitability. Aguinis (2019) further contends that by investing in employee development and
performance improvement initiatives, organizations can cultivate a high-performance culture
that fosters innovation, collaboration, and continuous improvement.

The literature suggests that organizations can maximize the value of their human capital
investments by adopting a strategic approach to HRM that emphasizes the integration of
HRM and Financial Management (FM) practices. This alignment ensures that HRM
initiatives are not only aligned with organizational goals but also contribute directly to
financial performance. As highlighted by Bamberger and Meshoulam (2000), the integration
of HRM and FM enables organizations to optimize their human capital investments, enhance
cost-effectiveness, and mitigate financial risks. The literature provides compelling evidence of
the strategic alignment of HRM practices with financial objectives as a critical determinant of
organizational success. Through a multifaceted analysis of various HRM practices, including
recruitment, selection, training, and performance management, scholars have demonstrated
the significant impact of HRM on firm profitability, productivity, and shareholder value. By
adopting a strategic approach to HRM that integrates HRM and FM practices, organizations
can enhance their financial outcomes, maximize the value of their human capital investments,
and achieve sustainable competitive advantage in today's dynamic business environment.

Implications for Financial Reporting and Disclosure
Another important dimension explored in the literature is the implications of the HRM-
FM nexus for financial reporting and disclosure. Scholars such as Flamholtz and Bullen (1988)
and Cohen and Schmidt (1997) have investigated how human resource accounting (HRA)
techniques can be used to measure the value of human capital and its impact on financial
statements. Moreover, research by Dechow et al. (2003) has examined the influence of HRM
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practices on accounting choices and earnings management behaviors, highlighting the need
for transparency and integrity in financial disclosures. These findings suggest that the
integration of HRM and FM extends beyond operational performance to shape financial
reporting practices and governance mechanisms within organizations.

The implications of the Human Resource Management (HRM)-Financial Management
(FM) nexus for financial reporting and disclosure constitute a significant dimension explored
in the literature, shedding light on how the integration of HRM and FM extends beyond
operational performance to shape financial reporting practices and governance mechanisms
within organizations. Scholars such as Flamholtz and Bullen (1988) and Cohen and Schmidt
(1997) have delved into the application of human resource accounting (HRA) techniques to
measure the value of human capital and its impact on financial statements. Flamholtz and
Bullen (1988) emphasize the importance of recognizing human capital as a valuable
organizational asset and advocate for the inclusion of human resource-related information in
financial disclosures. They argue that traditional financial reporting methods often overlook
the significance of human resources in contributing to organizational value creation and
suggest the adoption of HRA techniques to provide stakeholders with a more comprehensive
understanding of an organization's true worth. Similarly, Cohen and Schmidt (1997) explore
the influence of HRM practices on accounting choices and earnings management behaviors,
highlighting the need for transparency and integrity in financial disclosures. Their research
suggests that organizations may engage in earnings management tactics to manipulate
financial results and meet performance targets, thereby undermining the credibility of
financial statements. Cohen and Schmidt (1997) underscore the importance of ethical
leadership, effective governance mechanisms, and robust internal controls in ensuring the
accuracy and reliability of financial reporting. Furthermore, research by Dechow et al. (2003)
contributes to our understanding of the HRM-FM nexus by examining the relationship
between HRM practices and accounting choices. They find evidence suggesting that firms
with stronger HRM systems tend to make more conservative accounting choices, reflecting a
commitment to transparency and accountability in financial reporting. Dechow et al. (2003)
highlights the role of organizational culture, management integrity, and regulatory oversight in
shaping accounting practices and promoting financial transparency.

The literature suggests that the integration of HRM and FM has implications for
governance mechanisms and stakeholder relations within organizations. As highlighted by
Tricker (2015), effective governance requires the alignment of HRM policies and practices
with corporate strategy and objectives. By integrating HRM and FM practices, organizations
can strengthen their governance structures, enhance board oversight, and foster a culture of
integrity and accountability. The literature provides valuable insights into the implications of
the HRM-FM nexus for financial reporting and disclosure, emphasizing the importance of
recognizing human capital as a strategic asset and ensuring transparency and integrity in
financial disclosures. By adopting HRA techniques, fostering ethical leadership, and
strengthening governance mechanisms, organizations can enhance their financial transparency,
credibility, and stakeholder trust. Moving forward, further research is needed to explore the
evolving role of HRM in shaping financial reporting practices and governance mechanisms
and its impact on organizational performance and sustainability.
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Future Research Directions

Moving forward, several avenues for future research emerge from the synthesis of
literature on the HRM-FM nexus in accounting. Firstly, there is a need for longitudinal studies
to examine the long-term impact of HRM practices on financial performance and
organizational sustainability. Research by Jiang et al. (2020) and Shen et al. (2021) suggests
that strategic HRM initiatives, such as talent management and employee engagement, may
have enduring effects on firm profitability and competitiveness. Secondly, there is a call for
interdisciplinary research that integrates insights from HRM, FM, and accounting disciplines
to develop holistic frameworks and models for understanding the complex interplay between
human capital management and financial outcomes. Lastly, there is a growing recognition of
the importance of environmental, social, and governance (ESG) factors in shaping the HRM-
FM nexus. Future research could explore how organizations integrate ESG considerations into
their HRM and FM practices to drive sustainable value creation and stakeholder engagement.
The literature review provides valuable insights into the nexus of HRM and FM within the
context of accounting, highlighting the strategic importance of aligning HRM practices with
financial objectives and the implications for financial reporting and governance. By
synthesizing findings from diverse scholarly works, this study contributes to a deeper
understanding of how organizations can leverage human capital management strategies to
enhance financial performance and sustainability. Moreover, the identified research gaps and
future directions offer opportunities for scholars and practitioners to further explore and
advance knowledge in this critical area of inquiry.

Moving forward, the synthesis of literature on the HRM-FM nexus in accounting
presents several avenues for future research, offering valuable opportunities to deepen our
understanding of the complex interplay between human capital management and financial
outcomes. Firstly, longitudinal studies are needed to examine the enduring impact of HRM
practices on financial performance and organizational sustainability. Research by Jiang et al.
(2020) and Shen et al. (2021) suggests that strategic HRM initiatives, such as talent
management and employee engagement, may have long-term effects on firm profitability and
competitiveness. By conducting longitudinal research, scholars can gain insights into the
dynamic nature of HRM-FM relationships and the factors that influence their sustainability
over time.

Secondly, there is a call for interdisciplinary research that integrates insights from HRM,
FM, and accounting disciplines to develop holistic frameworks and models for understanding
the HRM-FM nexus. This interdisciplinary approach allows researchers to examine the
multifaceted dimensions of human capital management and its implications for financial
performance from a comprehensive perspective. By drawing on theories and methodologies
from multiple disciplines, scholars can develop more nuanced and robust explanations of the
mechanisms underlying the HRM-FM relationship and identify novel avenues for research
and practice. There is a growing recognition of the importance of environmental, social, and
governance (ESG) factors in shaping the HRM-FM nexus. Future research could explore how
organizations integrate ESG considerations into their HRM and FM practices to drive
sustainable value creation and stakeholder engagement. Studies by Adams et al. (2016) and
Schaltegger et al. (2018) highlight the significant impact of ESG initiatives on organizational
performance and stakeholder perceptions. By examining the interconnections between HRM,
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FM, and ESG practices, researchers can shed light on how organizations can balance
economic objectives with social and environmental responsibilities, thereby contributing to
both financial and societal value creation.

Conclusions

In conclusion, the comprehensive review of literature on the nexus of Human Resource
Management (HRM) and Financial Management (FM) within the context of accounting
provides valuable insights into the strategic alignment of HRM practices with financial
objectives, the implications for financial reporting and governance, and avenues for future
research. The synthesis of findings from diverse scholarly works underscores the critical
importance of integrating HRM strategies with financial goals to drive organizational
performance and sustainability. From a theoretical perspective, the literature review highlights
the positive correlation between high-performance work practices (HPWPs) and firm
profitability, as demonstrated by seminal studies by Becker and Huselid (1998) and Huselid
(1995). These findings contribute to the resource-based view (RBV) of the firm, emphasizing
the role of human capital as a valuable organizational asset that can generate sustainable
competitive advantage. Moreover, research by Flamholtz and Bullen (1988) and Cohen and
Schmidt (1997) underscores the need for recognizing human capital in financial reporting
practices, suggesting that traditional accounting methods may overlook the value of human
resources in contributing to organizational performance. By integrating insights from HRM,
FM, and accounting disciplines, scholars can develop holistic frameworks and models for
understanding the complex interplay between human capital management and financial
outcomes.

From a managerial perspective, the literature review has practical implications for
organizational leaders and practitioners in aligning HRM practices with financial objectives to
maximize the value of human capital investments. By adopting strategic recruitment, selection,
and performance management processes, organizations can attract, retain, and motivate high-
performing employees, thereby enhancing financial performance and competitiveness.
Furthermore, the integration of HRM and FM extends beyond operational performance to
shape financial reporting practices and governance mechanisms within organizations.
Effective governance requires the alignment of HRM policies and practices with corporate
strategy and objectives, as highlighted by Tricker (2015). By fostering transparency, integrity,
and accountability in financial disclosures, organizations can enhance stakeholder trust and
mitigate financial risks. The synthesis of literature on the HRM-FM nexus offers valuable
insights into the strategic importance of aligning HRM practices with financial objectives and
the implications for both theory and practice. By addressing the research gaps and future
directions identified in this study, scholars and practitioners can enhance their understanding
of the complex relationship between HRM and FM, driving organizational success and
sustainability in today's dynamic business environment.
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