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Abstract: Small business owners wear many hats, but making informed financial decisions can be a 

daunting task. Artificial Intelligence (AI) has the potential to revolutionize financial decision-making, but 

its adoption among small businesses remains limited. This study explores the role of AI in financial decision 

making among small business firms, examining its impact on financial performance, risk management, and 

strategic planning. Our findings highlight the benefits of AI adoption, including improved financial 

forecasting, enhanced risk assessment, and data-driven decision-making. However, we also identify 

challenges and limitations, such as data quality issues, lack of technical expertise, and concerns about job 

displacement. This research provides valuable insights for small business owners, policymakers, and AI 

developers, highlighting the need for tailored AI solutions that address the unique needs and challenges of 

small businesses. 
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I. INTRODUCTION 

Imagine being a small business owner, juggling multiple tasks, from managing day-to-day operations to making 

strategic financial decisions. The pressure to make informed choices can be overwhelming, especially when it comes to 

navigating complex financial markets. This is where Artificial Intelligence (AI) comes in - a game-changer that can 

empower small business owners to make data-driven decisions, streamline financial processes, and drive growth. 

However, despite its potential, AI adoption among small businesses remains limited. Many owners are hesitant to 

embrace AI, citing concerns about job displacement, data security, and the need for technical expertise. Moreover, the 

financial decision-making process is inherently human, involving nuances, intuition, and emotional intelligence. This 

research paper seeks to bridge the gap between AI and small business financial decision making. By exploring the role 

of AI in financial decision making among small business firms, we aim to provide insights into the benefits, challenges, 

and limitations of AI adoption. Our goal is to empower small business owners to harness the potential of AI, make 

informed financial decisions, and drive sustainable growth 

  

II. OBJECTIVES 

 To assess the current level of AI adoption in small business financial decision-making. 

 To evaluate the AI on financial performance and risk management. 

 To identify the benefits of AI adoption in small businesses. 

 To provide insights for promoting AI adoption in small business financial decision-making. 

 

III. HYPOTHESIS 

 H1: There is a positive relationship between familiarity with AI and likelihood of adoption in small business 

financial decision making. 

 H2: Small business owners who believe AI is essential for financial decision making are more likely to 

experience improved financial forecasting accuracy 
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IV. LITERATURE REVIEW 

A study by Deloitte (2020) found that 43% of small businesses in the US have adopted AI in some form, with 21% 

using AI for financial decision-making. 

A study by Kumar et al. (2020) explored the use of machine learning algorithms in financial decision making among 

small businesses. The results showed that AI could improve financial forecasting accuracy by up to 30%. 

A study by PwC (2020) identified the top benefits of AI adoption among small businesses as improved financial 

forecasting (71%), enhanced risk management (64%), and increased efficiency (59%). 

A case study by IBM (2020) displayed how a small business in the retail sector used AI-powered financial analytics to 

improve sales forecasting and reduce inventory costs by 15%. 

Research by Accenture (2019) revealed that 61% of small businesses in the UK believe AI will have a significant 

impact on their financial decision making processes. 

Research by Chen et al. (2019) examined the impact of AI on financial risk management among small businesses. The 

study found that AI could help small businesses reduce financial risk by up to 25%. 

Research by KPMG (2019) highlighted the top challenges of AI adoption among small businesses as lack of technical 

expertise (61%), data quality issues (56%), and concerns about job displacement (46%). 

Research by McKinsey (2019) featured a success story of a small business in the manufacturing sector that used AI-

powered financial planning to increase revenue by 12% and reduce costs by 8%. 

 

V. METHODOLOGY 

 Quantitative Approach: This study assesses the role of Artificial Intelligence (AI) in financial decision-making 

among small business firms and it involves the collection and analysis of survey data to evaluate the impact of 

AI on small businesses' financial performance, risk management, and decision-making processes. 

 Qualitative Approach: The study uses a descriptive survey design, as it aims to describe the current state of AI 

adoption, its perceived benefits, and the challenges small business owners face. The data gathered is intended 

to provide insights into the factors influencing AI adoption and to test the research hypotheses. 

 Survey Data Analysis: This study uses the SPSS tool including Cronbach’s alpha and correlation analysis for 

the test. 

 

VI. RESULTS AND DISCUSSION  

Reliability Statistics 

 

  Cronbach's Alpha     N0. of Items 

            0.877             21 

 

The reliability analysis yielded a cronbach’s alpha coefficient of .877, indicating a high level of internal consisting 

among the 21 items. This suggests that the scale is reliable and measures a single underlying construct. 

 

Demographic Analysis 

 The survey respondents consisted of small business owners/managers, with 60% being male and 40% female. 

The age distribution was 18-25 years (47.8%), 26-35 years (21.7%), and 36-45 years (16.5%). 

 

Familiarity and adoption  

 Familiarity with AI: 42.6% of respondents reported being somewhat or very familiar with AI in financial sion-

making. 

 Adoption likelihood: 52.2% of respondents indicated they were likely or very likely to adopt AI in their 

financial decision-making processes. To avoid confusion, the family name must be written as the last part of 

each author name (e.g. John A.K. Smith). 
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Perceived Benefits            

 Essential for financial decision-making: 48.7% of respondents agreed or strongly agreed that AI is essential for 

small business financial decision-making. 

 Improves financial forecasting accuracy: 52.2% of respondents agreed or strongly agreed that AI improves 

financial forecasting accuracy. 

 Enhances financial risk management: 57.4% of respondents agreed or strongly agreed that AI enhances 

financial risk management. 

 

Challenges and Integration 

 Data quality challenge: 20.9% of respondents reported that data quality is a significant challenge in AI 

adoption. 

 Ease of integration: 49.6% of respondents found it somewhat or very easy to integrate AI into their existing 

financial systems. 

 

Validation of Objectives and Hypothesis 

Objectives: 

1. To assess the current level of AI adoption in small business financial decision making. 

The correlation analysis reveals a significant positive correlation between Familiarity and Adoption (r = .233, p = .014). 

This indicates that as respondents become more familiar with AI, they are more likely to adopt it. 

2. To evaluate the AI on financial performance and risk management. 

The study revealed significant positive correlations between financial forecasting accuracy, financial risk management, 

and reducing manual errors (r = .326, .345, and .340, respectively), indicating a strong interconnection between these 

variables. 

3. To identify the benefits of AI adoption in small businesses. 

The study revealed significant positive correlations between Decision-Making Efficiency and Interpretation of 

Financial Insights (r = .334, p = .000). This indicates that as decision-making efficiency increases, the ability to 

interpret financial insights also improves. 

4. To provide insights for promoting AI adoption in small business financial decision making. 

The study revealed a strong positive correlation between Ongoing Support and Future plans (r = .620, p = .000). This 

indicates that as respondents perceive higher levels of ongoing support, they are more likely to have positive future 

plans. 

Hypothesis: 

H1: There is a positive relationship between familiarity with AI and likelihood of adoption in small business financial 

decision making. 

The study revealed a significant positive correlation between Familiarity and Adoption (r = .233, p = .014). This 

indicates that as respondents become more familiar with AI, they are more likely to adopt it. 

H2: Small business owners who believe AI is essential for financial decision making are more likely to experience 

improved financial forecasting accuracy. 

The study revealed a significant positive correlation between Financial Decision Making and Financial Forecasting 

Accuracy (r = .264, p = .005). This indicates that as financial decision-making improves, financial forecasting accuracy 

also tends to increase. 

Implications 

 Improved Decision-Making: AI adoption enhances financial forecasting, risk management, and decision-

making for small businesses. 

 Competitive Edge: AI helps businesses make faster, data-driven decisions, boosting their competitive position. 

 Addressing Challenges: Data quality and technical expertise gaps can be bridged with tailored AI solutions 

and partnerships. 

 Training and Support: Ongoing education and technical support increase AI adoption and integration success. 
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 Policy Support: Government incentives, grants, and partnerships can reduce barriers and encourage small 

businesses to adopt AI. 

 

Suggestions 

 Training Programs: Conduct workshops on AI basics, benefits, and security to ease adoption concerns. 

 Data Management: Improve data accuracy through partnerships and cleansing tools. 

 User-Friendly Solutions: Develop simple, affordable AI tools for small businesses. 

 Financial Institution Partnerships: Collaborate with financial institutions for access to AI-driven tools. 

 Feedback & Improvement: Regular feedback can help tailor AI tools to better suit small business needs. 

 Incentives: Encourage AI adoption through government support and financial assistance programs. 

 

VII. CONCLUSION 

This study highlights the critical role of Artificial Intelligence (AI) in enhancing financial decision-making for small 

businesses. AI adoption has shown significant potential in improving financial forecasting, risk management, and 

operational efficiency, helping small businesses make data-driven, informed decisions. These benefits position AI as a 

vital tool for businesses seeking to adapt and thrive in an increasingly competitive and complex financial landscape. 

Despite the potential, challenges such as data quality issues, lack of technical expertise, and concerns over integration 

complexity and cost hinder AI adoption. Many small business owners remain hesitant due to fears of job displacement 

and data security risks. Addressing these concerns requires comprehensive training programs, simplified and user-

friendly AI tools, and partnerships that offer affordable AI solutions tailored to small business needs. To encourage 

widespread adoption, government and industry stakeholders must play a proactive role by offering financial incentives, 

grants, and ongoing technical support. By fostering collaboration between policymakers, AI developers, and small 

business owners, businesses can better harness AI’s potential to enhance financial performance and achieve sustainable 

growth. Future research should focus on real-world case studies and industry-specific solutions to further demonstrate 

the tangible benefits of AI in financial decision-making. 
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