Quarterly Journal of Public Sector Psabjournal.ir
Accounting & Budgeting Vol. 7, No. 1, Serial No. 23, 2026

[ Research Paper ]

The Role of Human Capital in the Budget of Government
Organizations

Seyyed KamranYeganegi! ", Behnoush Jovari 2*
Industrial Engineering Department, Za.C., Islamic Azad University, Zanjan, Iran
?Department of Public Management, CT.C., Islamic Azad University, Tehran, Iran

Received: 2025/09/11 Revised: 2025/11/19 Accepted: 2025/12/01

ABSTRACT

This research was conducted to identify and explain the key factors affecting the
improvement of budget and financial resource management processes within the
Ministry of Economic Affairs and Finance. The primary focus is on three
fundamental components: budget executive commitment, strengthening human
resource capabilities, and increasing budget planning accuracy as the pillars of
intelligent and sustainable financial performance. The statistical population of this
study comprised 1,200 managers and official employees, from which a sample of
291 individuals was selected for analysis based on Cochran’s formula. Data
collection was performed using standardized questionnaires, and analyses were
conducted with high precision using SPSS and Smart PLS statistical software. The
findings revealed that budget executive commitment has a direct impact on the
effectiveness of resource allocation. Additionally, the role of human -capital
competencies in enhancing decision-making and the positive impact of planning
accuracy on reducing financial variances and promoting transparency were
confirmed. All research hypotheses were supported, and the final model exhibited
desirable structural consistency. This study offers a novel framework for transparent
and accountable budgeting that, by substituting traditional methods with evidence-
based management, will lead to increased productivity, the full realization of
financial equity, improved economic discipline, and guaranteed long-term
sustainability in the macro-financial systems of governmental organizations,
particularly within the structure of the Ministry of Finance.
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1. INTRODUCTION

Budgeting in government organizations is not merely a financial process but a
strategic tool for resource management, directing macro-level programs, and
implementing public policies. The efficiency of the budgeting system can determine
the extent to which organizations succeed in achieving development goals,
improving productivity, and ensuring the optimal allocation of resources. Despite
this importance, many executive bodies in Iran continue to face challenges such as
weak budget absorption, the concentration of expenditures in the final months of the
fiscal year, lack of precise planning, deviations from approved budgets, and
inefficiencies in supervisory and executive processes. The persistence of these issues
not only reduces transparency and accountability but can also lead to resource
wastage and decreased effectiveness of fiscal policies at the macro level.

In such circumstances, the role of human capital and the specialized competencies
of employees becomes increasingly evident. The quality of human resources at all
stages of budgeting, from formulation to implementation and control, has a direct
impact on decision-making accuracy and the level of fiscal discipline. Staff members
familiar with budgeting principles, analytical skills, and financial knowledge can
prevent errors, deviations, and undocumented decisions, thereby guiding the
organization toward effective financial management. Alongside human capital,
budget execution commitment is a key factor indicating the extent to which
managers adhere to financial plans and align actions with established goals and
policies. Lack of execution commitment is one of the main causes of budget
deviations and inefficiencies in resource allocation.

Another important factor is accuracy in budget planning. Precise, data-driven
planning enables proper forecasting of needs, cost control, reduction of end-of-year
expenditure accumulation, and improved transparency. Therefore, weaknesses in
planning can be the source of many financial deficiencies in government
organizations.

Accordingly, the main objective of the present study is to examine the impact of
three essential components (human capital, budget execution commitment, and
budget planning accuracy) on the efficiency of financial resource allocation in
government organizations, particularly the Ministry of Economic Affairs and
Finance. This study seeks to analyze the relationships among these factors and
propose a scientific and practical framework for improving financial management
and moving toward a transparent, accountable, and evidence-based budgeting
system. The significance of this research lies in demonstrating that reforming
budgeting structures is not achievable merely through increased resources but
depends on enhancing management quality, strengthening human capital
competencies, and ensuring commitment to the precise implementation of approved
programs.
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2. MATERIALS AND METHODS

This study is applied by purpose and employs a descriptive-survey methodology.
The statistical population consists of 1,200 managers and official employees, and the
sample size was determined to be 291 individuals based on Cochran’s formula.
Standardized questionnaires were used for data collection, and the gathered data
were analyzed using SPSS and Smart PLS software.

In this research, three main variables were examined:

a. Budget execution commitment

b. Human resource capabilities / human capital

c. Budget planning accuracy

The dependent variable of the study was the efficiency of financial resource
allocation and the improvement of budgeting processes in governmental
organizations. To assess the relationships among the variables, statistical analyses
and structural equation modeling were employed, enabling the determination of each
factor’s impact on improving budget and financial management.

3. RESULTS AND DISCUSSION

The results, derived via Structural Equation Modeling (SEM), demonstrate that
budget execution commitment exerts a positive and significant influence on financial
resource allocation efficiency. Specifically, higher managerial adherence to precise
budget implementation enhances resource utilization and aligns expenditures with
strategic plans. Statistical analysis identifies this factor as the most potent predictor
of organizational effectiveness, yielding a path coefficient (t-value) of 6.496. These
findings are consistent with the studies of Khademi et al. (2021) and Rahmawati et
al. (2024), who emphasized that executive discipline and managerial commitment
are vital prerequisites for operational success in the public sector. Furthermore,
human resource capabilities play a pivotal role in optimizing budgeting processes
and financial decision-making quality. Employees with specialized knowledge and
experience facilitate effective budget formulation and monitoring, thereby
preventing significant financial deviations. Consequently, investing in professional
training and competency enhancement remains a critical strategy for improving
financial performance in government entities. The significant impact observed (t-
value = 5.107) reinforces the conclusions of Afshari and Esmaeili (2020) and
Nurawati et al. (2024), highlighting that technical competencies are essential for
maximizing organizational efficiency and resource optimization. The analysis also
indicates that budget planning accuracy increases efficiency and transparency while
minimizing financial discrepancies. Precise planning provides a robust framework
for forecasting needs and ensuring balanced allocation, which prevents the common
issue of rushed end-of-year expenditures. This finding, supported by a path
coefficient (t-value) of 3.437, aligns with Kuntadi and Puspasari (2023) and Dahana
and Ermawati (2020). Ultimately, the study confirms that transitioning toward
evidence-based, accountable budgeting requires a strategic synergy between
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managerial commitment, skilled human capital, and meticulous planning to achieve
sustainable performance.

4. CONCLUSION

The present study demonstrated that improving budgeting performance in
government organizations is not achievable merely through increasing financial
resources; rather, it requires enhancing management quality, strengthening execution
discipline, and empowering human capital. Accordingly, it can be concluded that
budget execution commitment, human capital, and planning accuracy constitute
three fundamental pillars for increasing financial efficiency and reducing budgetary
deviations in the public sector.

Based on the research findings, the following recommendations are proposed:

* Design and implement training and capacity-building programs for managers and
staff in financial and budgeting departments.

* Develop monitoring and control mechanisms to reinforce fiscal discipline and
reduce deviations from the approved budget.

» Shift budgeting processes toward data-driven approaches, transparency, and
accountability.

* Encourage government organizations to move away from traditional methods and
adopt performance-based and evidence-based budgeting frameworks.

* Conduct budget planning in a way that prevents the concentration of expenditures
at the end of the fiscal year.

Ultimately, this study indicates that integrating competent human capital with fiscal
discipline and precise planning can foster enhanced efficiency, financial equity, and
long-term sustainability in government organizations.
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Figure 1. The Research Theoretical Model
(Adapted from Kuntadi & Puspasari, 2023)
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