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The Impact of Accounting Technology Advancement on the Quality of Financial
Reports in the Iranian Public Sector
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High lights
—  Strong impact of modern accounting technologies on improving the quality of financial reports in Iran's public sector.
—  Significant positive relationship between cloud-based and Al technologies and financial reporting quality.
— Regression coefficient of 0.984 demonstrates substantial influence of these technologies.
— Reduction in human errors and enhanced financial transparency through smart systems implementation.
—  Need for investment and staff training to leverage modem technological advancements.
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increased, and human errors are reduced. The purpose of the research is to examine
the impact of advances in accounting technologies on the quality of financial reports
in the Iranian public sector, and in terms of purpose, it is considered an applied
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Introduction

The imperative for high-quality financial
reporting in the public sector is universally
acknowledged as a cornerstone of fiscal
transparency, accountability, and effective
governance (Beshi & Kaur, 2020). In Iran, the
public sector's dominant role in the economy
amplifies the need for reliable, timely, and
transparent financial information to facilitate
sound decision-making, optimize resource
allocation, and bolster public  trust
(Mohammadi et al; 2020). However,
traditional accounting processes often grapple
with challenges such as human error, reporting
delays, and insufficient transparency.

The advent and rapid progression of digital
technologies offer transformative potential for
public sector accounting. Innovations like
cloud computing and Artificial Intelligence
(Al) are reshaping financial processes
globally. Cloud-based accounting provides
scalable, real-time access to financial data,
fostering  collaboration and  continuous
reporting (Ahmad et al; 2024). Al, through
machine learning and data analytics,
automates complex tasks, identifies patterns,
detects anomalies, and enhances predictive
capabilities, thereby significantly reducing
errors and increasing processing speed (Johri,
2025; Warren et al; 2015).

While international studies underscore the
positive impact of these technologies on
reporting quality (e.g; Alhazmi et al; 2025;
Nguyen Phu et al; 2025), their empirical
examination within the specific contextual
confines of Iran's public sector remains
limited. This context is characterized by

unique administrative cultures, regulatory
frameworks, and infrastructural
considerations  (Noorani &  Akhlaghi

Yazdinejad, 2023). Therefore, this research
seeks to fill this gap by empirically
investigating the impact of advancements in

Governmenatal Acounting, VVol.12, No. 1 (Series 23), Fall and Winter 2025

cloud-based and Al accounting technologies
on the quality of financial reports within the
Iranian public sector, specifically focusing on
the Ministry of Economic Affairs and Finance.

Methodlogy

This study is applied in purpose and adopts

a confirmatory, quantitative approach with a
descriptive-correlational design to examine
the proposed relationships. The core research
question investigates the extent and
significance of the impact of modern
accounting technologies (cloud-based and Al)
on financial reporting quality.
The statistical population comprised all mid-
level and senior financial managers with over
ten years of service in the Iranian Ministry of
Economic Affairs and Finance during the fall
of 2023. Applying this criterion, the
population size was determined to be 1000
individuals. A simple random sampling
technique was employed, and the sample size
was calculated as 384 using Cochran's formula
for finite populations.

The primary data collection instrument
was a researcher-made questionnaire,
developed based on a robust theoretical
foundation and adapting standard scales
from relevant literature (e.g; Sekaran &
Bougie, 2016). The questionnaire utilized a
five-point Likert scale and measured three
key constructs: (1) Cloud-Based Accounting
Technology, (2) Al-Based Accounting
Technology, and (3) Financial Reporting
Quality in the public sector. To ensure
reliability and validity, Confirmatory Factor
Analysis (CFA) was conducted. As shown in
Table 1, all constructs demonstrated strong
reliability, with Cronbach's Alpha values
exceeding 0.877, Composite Reliability
(CR) above 0.802, and Average Variance
Extracted (AVE) greater than 0.755,
confirming convergent validity.

Table 1. Research Constructs, Reliability, and Validity Metrics

Construct Items
Cloud-Based Accounting Technology 7
Al-Based Accounting Technology 7

Financial Reporting Quality 7

AVE Composite Reliability Cronbach’s Alpha
0.755 0.877 0.901
0.804 0.970 0.877
0.902 0.802 0.892
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Collected data were analyzed using SPSS
software (Version 24). Pearson correlation
analysis was used to test the first two
hypotheses concerning bivariate relationships.
Multiple linear regression analysis was
performed to test the third hypothesis
regarding the combined effect of both
independent variables on financial reporting
quality. Assumptions of regression, including
normality of residuals, were checked and
validated.

Result

The analysis of the data yielded clear and
statistically significant results supporting the
hypothesized relationships.

Hypothesis 1 (H1): Proposed no significant
relationship between cloud-based accounting
technology and financial reporting quality.
The correlation analysis rejected this null
hypothesis. As presented in Table 2, a strong,
positive, and  statistically  significant
correlation was found (r = 0.842, p = 0.000).

Table 2. Correlation Analysis for Hypothesis 1

Variable Financial Cloud-Based
Reporting Accounting Tech
Quality
Financial 1 0.842**
Reporting
Quality
Cloud-Based 0.842** 1
Accounting
Tech
Note: **
p<0.01

Hypothesis 2 (H2): Proposed no significant
relationship between Al-based accounting
technology and financial reporting quality.
This hypothesis was also rejected. Table 3
shows an even stronger positive correlation
(r=0.945, p = 0.000).

Table 3. Correlation Analysis for Hypothesis 2

Al-Based
Variable Accounting
Tech

Financial
Reporting Quality

Al-Based
Accounting 1 0.945**
Tech

Cloud-Based
Accounting 0.945** 1
Tech

Note: **
p<0.01

Hypothesis 3 (H3): Proposed that Al and
cloud-based accounting technology
together have no effect on financial
reporting quality. Multiple regression
analysis was used to test this hypothesis.
The results, summarized in Tables 4 and 5,
decisively reject H3. The regression model
was highly significant (F = 987.642,
p = 0.000), with a multiple correlation
coefficient (R) of 0.984. The model
explains 94.4% of the variance in financial
reporting quality (R? = 0.944, Adjusted
R2=0.929). The Durbin-Watson statistic of
2.156 indicated no autocorrelation in the
residuals.

Table 4. Regression Model Summary for Hypothesis 3

F Change Sig. F Change Durbin-Watson

987.642 0.000 2.156

Table 5. Coefficients for the Regression Model

Model R R2 Adjusted R? Std. Error
1 0.984  0.944 0.929 0.787
Model Unstd. B
(Constant) 1.199
Al-Based Tech 1.785
Cloud-Based Tech 1.977

The normal P-P plot of regression
standardized  residuals  (Figure 1)
confirmed that the residuals were

Std. Error Beta (B) t Sig.
0.785 - 1.896 B
0.001 0.895 24.158 0.000
0.056 0.964 44.398 0.000

approximately normally  distributed,

validating this key assumption of the
regression analysis.
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[Figure 1. Normal P-P Plot of Regression
Standardized Residuals]

Discussion

The results robustly confirm that both
cloud-based and Al accounting technologies
are significant enablers of higher-quality
financial reporting in Iran's public sector. The
strength of the relationships, particularly the
very high correlation for Al (r=0.945),
suggests that these technologies address core
deficiencies in traditional reporting, such as
manual errors and lack of real-time data
processing.

The findings align with global literature.
For instance, Ahmad et al. (2024) highlighted
cloud computing's role in enhancing
accessibility and transparency, while Johri
(2025) and Warren et al. (2015) emphasized
Al's capacity to improve accuracy and
analytical depth in accounting systems. The
present study contributes by validating these
relationships within the specific institutional
context of Iran. The combined effect
(R=0.984) indicates a synergistic potential
when both technologies are implemented,
likely because cloud infrastructure provides
the scalable data environment that Al
algorithms require to function optimally.

However, the realization of this potential is
not automatic. The discussion in the original
manuscript  notes  significant  barriers,
including organizational resistance to change,
cybersecurity concerns related to cloud
adoption, a shortage of skilled personnel to
manage and interpret Al systems, and
potential  limitations in  existing IT
infrastructure (Jayesh et al; 2022; Noorani &
Akhlaghi Yazdinejad, 2023). These contextual
challenges, prevalent in many developing
economies, must be addressed through
strategic planning and investment.

Concusions

Principles & Generalizations: This
research concludes that the advancement of
accounting technologies—specifically cloud
computing and artificial intelligence—has a
statistically strong and positive impact on

enhancing the quality (accuracy, timeliness,
transparency) of financial reports within Iran's
public sector. The integration of these
technologies can significantly mitigate human
error, accelerate reporting cycles, and improve
fiscal transparency.

Limitations: The study acknowledges
certain limitations: (a) its focus on a single
ministry (Ministry of Economic Affairs and
Finance) limits the immediate generalizability
of findings to the entire Iranian public sector;
(b) the use of self-reported questionnaires may
introduce perceptional bias; (c) the cross-
sectional design captures a snapshot in time,
whereas the impact of technology is dynamic.

Theoretical & Practical Implications:
Theoretically, the study enriches the
Technology-Organization-Environment
(TOE) framework and Diffusion of Innovation
(DOI) theory by providing empirical evidence
from a distinctive national context.
Practically, it offers compelling evidence for
policymakers and public sector administrators
in Iran and similar contexts to justify and
prioritize investments in digital accounting
infrastructure.

Recommendations: Based on the
conclusions, the study recommends:

o0 For Policymakers: Develop and enact
supportive  national policies and
regulatory frameworks that encourage
and govern the adoption of cloud and Al
technologies in  public financial
management.

o For Government Agencies: Allocate
dedicated budgets for upgrading IT

infrastructure  and  implementing
integrated, secure cloud-based
accounting  platforms  with Al

capabilities.

o For Human Resource Development:
Launch comprehensive and ongoing
training programs to build digital
literacy and technical expertise among
public sector accountants and
auditors.
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0 For Future Research: Scholars are
encouraged to conduct longitudinal
studies across multiple public sector
organizations, explore the impact of
other emerging technologies like
blockchain, and investigate the
mediating role of organizational culture
and change management in technology
adoption success.
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