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Abstract : The aim of this research is to examine the role of artificial intelligence (Al) in improving the digital
accounting process and improving the quality of financial reporting in Iraqi government, semi-governmental and
commercial institutions. The study uses descriptive analytical methods, which are distributed by questionnaire to 145
selected employees. The results indicate that Al is associated with better efficiency in the accounting supply chain
process. They also showed that the speed and accuracy of operations had increased significantly. Compliance with
rules, regulations and guidelines that recognise compliance and make things more transparent can help improve the
accuracy and quality of financial statements. The study also found that there were technical, human, and legal
problems that prevented the best use of artificial intelligence. For example, because there are not enough qualified
people, it is difficult to connect to the old system. Based on these results, we recommend companies build their IT
systems, train employees, make data secure, open and comply with accounting rules. The results demonstrate the
importance of Al as a key solution for improving the financial and accounting performance of digital workplaces.
Keywords: Artificial Intelligence, Digital Accounting, Financial Report Quality, Accounting Efficiency,
Governmental and Private Institutions.

1. Introduction:The digital revolution and the rapid development of information and communications
technologies have radically changed the business world in the past 20 years. Of course, this change has not only
affected production and marketing. Accounting and finance are also increasingly dependent on advanced digital
systems and software to store and handle financial data. Digital accounting ideas have led to the creation of more
advanced tools that can handle large amounts of data and complex financial transactions. This has led to the use of
artificial intelligence (Al) in accounting. [1,2]. Artificial intelligence (Al) is one of the most important technologies of
the time because it uses algorithms, machine learning, and big data analysis to mimic human thought. Since it can
analyze financial data accurately, quickly and intelligently, it is increasingly used in finance and accounting. For
example, Al can now predict future financial trends, automatically audit, detect database errors and errors, and even
suggest wise financial decisions based on patterns and data. [3, 4].

From a technical point of view, there are two main aspects of digital accounting applications that use artificial
intelligence (Al).1 technical aspects and 2 financial reports, which are also very important in any accounting program.
A good quality financial report is accurate, fair and transparent. Investors and managers use this information to make
decisions. Al is also used to improve financial reporting by reducing human errors, speeding up accounting processes,
and strengthening the internal control system. [5, 6]. As a result of these changes, modern institutions have a lot of
problems to solve when they are ready to use these technologies, such as ensuring that accounting staff can work well
with intelligent systems, and addressing ethical and regulatory issues related to the use of artificial intelligence (Al) in
sensitive financial operations. Consequently, studies of the role of Al in increasing the digital accounting practice and
improving the quality of financial reporting have become prominent in order to clarify the correlation between the
scope of Al adoption and improving the quality of financial information that facilitates efficiency, accountability and
governance in the digital business framework. [7, 8]. In this regard, the paper aims to explore the growing importance
of artificial intelligence (Al) in digital accounting, and the theoretical and practical implications of Al in financial
reporting. It also wants to explore the problems that prevent its full implementation and to come up with ideas for how
Al applications should function in digital age.
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1.1 Research Problem: Although the world has been witnessing groundbreaking in information technology
and migrating to digital systems for management of financial data, adoption rate of Al in digital accountingis still
constrained in several institutions. This constraint results in lower quality financial reporting with respect to accuracy,
transparency and reliability.

Accordingly, the main research problem can be formulated as the following question:

To what extent does artificial intelligence contribute to enhancing digital accounting practices and improving
the quality of financial reports?

Sub-questions:

1- What are the main fields and applications of artificial intelligence in digital accounting?

2- How does artificial intelligence affect the quality of financial reports in terms of accuracy, objectivity, and
transparency?

3- What challenges do institutions face in adopting Al technologies within their accounting systems?

4- Are there differences in the quality of financial reports between institutions that utilize Al and those that do not?
1.2 Significance of the Research

In the literature this case study is of relevance because it addresses a contemporary phenomena in accounting,
emergent Al lead digital accounting. Al is also crucial to making in financial transactions fast and to improving the
quality of financial statements. The study findings do not only justify the relationship of Al and accounting
information quality, but also provide valuable insights to banks in creating another path for adopting smart technology
developed in promoting financial reporting quality in the era of digital transformation, transparency, and
accountability.

1.3 Research Objectives

The research seeks to answer the following queries using Al, as well as digitally transformingaccounting systems and
increasing the quality of financial reports:.

A.To examine the notion, dimensions and applications of artificial intelligence in digital accounting.

B.To identify how Al still affects the quality of financial reports in relation to truthfulness , transparency and
reliability.

C. To examine possible barriers institutions encounter when implementing Al solutions their accounting in system.

D. To generate practical suggestions for furthering AI’s ability to enhance accounting function and financial
reportquality.

1.4 Research Hypotheses

Main Hypothesis:

There is an empirical and statistically significant association between Al product technologies in digital accounting
and the quality of financial reports.

Sub-Hypotheses:

1. Level of Al Usage and Accuracy of Financial Reports Relationship statement There is a positive relationship
between : level of Al usage: USE-AI, and accuracy of financial reports.

2. Contributionof Al In improving transparency and dependability in the accounting information.

3. Financial reports quality There is significant variation in the quality of financial reporting between Al users and
non-users beginning from the lowest industry concentration to the highest ,with all measures created for costs
significantly discriminatory between Al and no-Al adopters.

4. The implementation of Al in the accounting systems of institutions is an artificial process which sits
alongsidetechnical, organizational and human challenges.

2. Theoretical Framework

2.1 Digital Accounting

In this increasingly technology rich environment, digital accounting is one of the cornerstonesfor institutions when
dealing with such arrival of financial information. Digital accounting refers to the wide application of computer
systems and electronic software in recording , storing, analyzing financial data thatfurther enables faster transactions,
accurate accounting along-with better human resistance. Outline generally, accounting systems may comprise of ERP
(enterprise resource planning) system software, accounting databases and intelligent interfaces through which
different accounting units are hooked up to one another including a financial reporting entity.It should be emphasized
as well that change from conventional accounting to computerized one is not just a simple shift of instruments, but
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through the transformation of the nature of accounting operations, which ranging from manual works into more certain
and intelligent work where there is much analyze and control [9,10].

2.2 Artificial Intelligence in Accounting

It refers to a family of technologies and systems that are programmed to process very large amounts of information,
learning algorithms that spot patterns in data and then apply these findings to make decisions, as well as cognitive
logic behind the analytical method were employed so as to simulate some features of human reasoning. In accounting,
Al is employed in numerous applications including automated auditing, financial predictionfraud , or anomaly
detection, and the automation of mundane accounting tasks [11].

Recent reports also suggest that Al for accounting are no longer confined to transaction automation but have
expanded to decision-making and financial analysis. The advantages of using Al for digital accounting are increased
productivity, shorterprocessing time and better data accuracy as well as letting the accountant concentrate on more
strategic tasks than routine jobs [12].

2.3 The Impact of Artificial Intelligence on Financial Report Quality

Quality of financialreporting relates to the truthfulness, neutrality and consistency with which an organization
discloses information to external and internal stakeholders and makes it available on time. The quality of these reports
is a key driver behind increased trust in investors and otherstakeholders, as well as better decision-making. Al and
quality Perhaps Al has a big role to play in raising by several these standards, routes[13]:

o Faster and better error financial fraud and detection using pattern analysis algorithms.

o Faster - Leverage technology become faster in the auditing and financial reporting process to decrease timeframes.
e Enabling predictive and financial analysis empowering management to plan and take action from accurate
knowledge. Several studies have shown that utilizing Al has a positive effect on the quality of financial
information,as well as the accuracy of financial reports quality. [14]

2.4 Challenges and Obstacles in Implementing Artificial Intelligence in Digital Accounting

Nevertheless, despite the clear benefits of Al in digital accounting for companies, they face several obstacles, such as
technical barriers (integrating with legacy infrastructure or having a lack of resources to run software based on Al).
Human factors: Insufficient number of personnel for implementing intelligent systems and insufficient education for
accountants [16].

Organizational, legal and ethical issues: Issues in data protection, privacy, algorithm transparency and potential bias
in Al findings. Key concerns to address prejudice, accountability and establishment include effective regulations [17].
These barriers can slow the uptake of Al and inhibit its power to revolutionize digital accounting.

2.5 Previous Studies

A review of previous studies is a pivotal step for understanding the current state of research and identifying the gap
that this investigation addresses. Among the most prominent of these studies are:

Researchers Year Study Title Main Findings
Paul Matudi&Udisifan 2022 = “The Place of Atrtificial Intelligence in Accounting Found that Al improved accounting operations,
Michael Tanko [18] Field and the Future of Accounting Profession.” reduced routine tasks, and highlighted need for
accountants to upgrade skills.

AsawirShtaiwi Abed [19] 2023 = “The Reality of Accounting in the Era of Artificial Significant correlation between Al applications

Intelligence in Iraq.” and accounting functions; emphasized training and
awareness for accountants.

AninDyah Luthfiani [20] 2024 “The Artificial Intelligence Revolution in Al transforms accounting and auditing, offering

Accounting and Auditing: Opportunities, opportunities and challenges; suggested directions
Challenges, and Future Research Directions.” for future research.
K. Bagouzi, K. Abi & 2025 = “The Future of Auditing: How Al Will Transform Projects transformative impact of Al on auditing
F. Serdouk [16] the Profession by 2030.” profession by 2030, enhancing efficiency,

accuracy, and predictive capabilities.
It can be deduced from the review of theseresearches that a research gap exists in developing countries, like Iraq,
studying the role of artificial intelligence to enhance the quality of financial reports in institutions that apply digital
accounting systems. Therefore, one of the greatest contributions of this study isto fill that gap.
3. Research Methodology
3.1 Type of Research
Analytical descriptive research, where the phenomenon under study is described and the relationships between the
research variables are analyzed.
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3.2 Research Approach

Descriptive Approach: To analyze the theoretical concepts of artificial intelligence and digital accounting and to
study their practical applications.

Analytical Approach: To examine the impact of artificial intelligence on the quality of financial reports through the
analysis of field data.

3.3 Research Population and Sample

The study population consists of the Iraqi entities that use computerized accounting and the intention here is to
examine intelligence in artificial contributing to innovative practices in financial accounting in diverse settings level.
It was chosen diversity to represent the profiling, including public sector, semi-public sector and private sector as
these institutions have a long history in use of digital systems in financial data processing.

The selected institutions for the research population are:

Public Sector: Ministry of Finance, Ministry of Trade, Ministry of Planning.

Semi-Public Sector: National Oil Companies, General Electricity Company, General Water Company.

Private Sector: Major telecommunications companies, large industrial companies, accounting and consulting offices.
3.4 Research Sample

The research sample was selected representatively to ensure the comprehensiveness and generalizability of the results,
as follows:

Table 1: Research Sample Distribution by Sector, Institution, and Number of Participants

Sector Institution Number of Participants
Public Ministry of Finance 20
Public Ministry of Trade 15
Public Ministry of Planning 15
Semi-Public National Oil Company 20
Semi-Public General Electricity Company 15
Semi-Public General Water Company 10
Private Major Telecommunications Company 15
Private Large Industrial Company 15
Private Accounting and Consulting Offices 15
Total 145

The participants were selected from accountants, financial auditors, and accounting system managers using a stratified
random sampling method to ensure proper representation of all sectors and job levels.

3.5 Spatial and Temporal Boundaries

1. Geographical Boundaries: Institutions in Iraq that are included in the study, those which based on digital
accounts systems, whether public or semi-public and private sectors as specified in the research population and
sample, as from one should be so diverse for results not to be true only but to have characteristics of
credibilityenvironment through expression on Iragi SamerGoodshEndjemoun Al-Khashab et al.

2. Boundaries of Time: The literature proposed concerns with current data and applications for year 2025 reference
to recent research trends from earlier years, if it helps clarify the digital change in accounting.

3.6 Research Instrument

The study adopted a questionnaire as the main tool for data collection, using a 5-point Likert scale (1 = Strongly
Disagree, 5 = Strongly Agree). The questionnaire consists of three main domains:

1- Use of Artificial Intelligence in Digital Accounting:

Measures types of smart applications such as automated auditing, ERP systems, and machine learning.Examples:

.Our institution uses artificial intelligence technologies to analyze financial data.

. Smart systems are employed to detect errors and manipulation in accounting data.

2- Quality of Financial Reports:

Measures the impact of Al on accuracy, reliability, and transparency.Examples:

.Smart technologies contribute to improving the accuracy of financial reports.

.Intelligent systems enhance the reliability of accounting information.

3- Challenges and Obstacles:

Identifies technical, human, and organizational difficulties.Examples:

.Our institution faces technical difficulties in integrating Al into the accounting system.
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.Lack of qualified personnel poses a challenge in using artificial intelligence.
Distribution Method: The questionnaire was distributed electronically and in paper format depending on the nature
of the institution, with a pilot test conducted to ensure clarity of the questions and to calculate the reliability
coefficient (Cronbach’s Alpha).
3.7 Statistical Data Analysis Plan
1- Descriptive Analysis:
Use of tables, percentages, means, and standard deviations to describe participants’ characteristics and study variables.
2- Examination the Instrument: of Reliability and Validity offor each Cronbach’s Alpha section of the
questionnaire was calculated to test for internal consistency.
3- Correlation Analysis:of financial Pearson correlation coefficient between Artificial Intelligence and quality
reporting.
4- Regression Analysis:Simple and multiple linear regression has been applied to examine the influence of Artificial
Intelligence (independent variable) factoron the quality of financial reports (dependent variable).

5- Competitive Analysis (If any):T-test or ANOVA was used to compare differences between the phases between
different (governmental/semi-governmental/private). sectors
4. Results Presentation:

Table 2: Distribution of Respondents’ Demographic Data

Item Category Number of Participants Percentage (%)

Type of Institution Governmental 50 34.5%
Type of Institution Semi-Governmental 45 31%

Type of Institution Private 50 34.5%
Institution Size Small 25 17%
Institution Size Medium 50 34%
Institution Size Large 70 48%
Respondent Experience Less than 1 year 20 14%
Respondent Experience 1-3 years 60 41%
Respondent Experience More than 3 years 65 45%

Interpretation of Table 2:Table 2 shows how the respondents are spread out by the type of institution, its size, and
their expertise with digital accounting. The sample has a good mix of people from the government, semi-government,
and private sectors. Most of the people who took part in the survey have more than a year of real-world experience
with digital accounting. This makes the data obtained for the study more reliable and valid.

Table 3: Applications of Artificial Intelligence in Digital Accounting (Mean Responses 1-5)

Item Mean Response
Extent of Al use in automated financial auditing 4.2
Extent of Al use in financial forecasting and statistical analysis 4.0
Extent of Al use in financial fraud detection 3.8
Extent of Al use in automating routine operations 4.1

AnalysisBased on Table 3The table shows that artificial intelligence is utilized by in most institutions different
dimensions of digital accounting. Financial auditing automation averagesdominated and were only comparatively
that lower for Al use in financial fraud detection. This indicates there is a spectrum in the degree to which institutions
depend on Al applications based on their individual requirements.

Table 4: The Impact of Artificial Intelligence on Accounting Efficiency (Mean Responses 1-5)

Item Mean Response
Speed of completing accounting transactions after Al implementation 4.0
Accuracy of accounting processes after Al implementation 4.3
System’s ability to easily process large and complex financial data 4.1

Interpretation Table 4: The table indicates the influence of Al on the efficiency of accounts preparation. The
experimentalresults indicate that not only process accuracy but also task completion time are significantly improved
by the proposed approach. The system also showed a high capacity to process vast and complex financial databases
leading to an in institutional improvement all-round performance.
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Table 5: The Impact of Artificial Intelligence on the Quality of Financial Reports (Mean Responses 1-5)

Item Mean Response
Accuracy of financial reports after using Al 4.2
Credibility of financial information in institutional reports 4.1
Transparency of financial reports after Al implementation 3.9
Compliance of financial reports with international accounting standards 4.0

Table 5 Interpretation: The table reveals that artificial intelligence has helped to enhance the quality of financial
statements in relation to accuracy, reliability with international accounting standards. However, transparency and
compliance was slightly less well-received than other elements, signifying that institutions must still do more to make
financial information clear.

Table 6: Challenges and Obstacles in Using Artificial Intelligence (Mean Responses 1-5)

Item Mean Response
Technical difficulties in integrating Al with legacy systems 3.6
Lack of qualified human resources to operate Al systems 3.8
Legal and regulatory challenges (data privacy, accounting standards) 35

Analysis of Table 6:The table indicates the primary barriers that organizations encounter when using artificial
intelligence. Technical problems as well as a lack of skilled workers are the biggest hurdles, then comes legal and
regulation-related obstacles. These results highlight the importance of strengthening infrastructure and never-ending
practice to reap the benefitsoffered by Al in digital accounting.

5. Discussion of Results

1. Demographic Data of Respondents

Table 2 shows that the sample had enough diversity among the government, semi-governmental, and commercial
sectors, as well as differences in the size of the institutions and the experience of the employees. This diversity makes
the results more trustworthy and lets us draw more accurate conclusions about how artificial intelligence can be used
in digital accounting. Also, most of the people who answered had been working with digital systems at their
institutions for more than a year, which shows that they were well familiar with them.

2. Applications of Artificial Intelligence in Digital Accounting

Indeed, automation of everyday life is more common than the detection financial fraud by Al, as they are for intances
brought in Table 3 and Figure \[P00521\] (Joia et al., 2020). That could be because the companies are more focused
on practicable, everyday applications that save time and money. This in turn results in an opportunity cost delta
between deploying Al for analytics or prevention. The mean responses also indicate that many people are not
opposed to the use of Al across various digital accounting domains.

3. The Impact of Artificial Intelligence on Accounting Efficiency

As the Table 4 also shows Al has been successful in facilitating the it would be a stretch to say that Al has enabled
fast closing process and at the same time ensures veracious information, when available. This is consistent with the
study’s second hypothesis that considered how Al influences how well accounting operates. And it suggests that
businesses do achieve large gains in productivity when they adopt smart technologies.

4. The Impact of Artificial Intelligence on the Quality of Financial Reports

As seen in Table 5, Al facilitated the accuracy and reliability of financial reports that were IFRS-compliant. But a
grade of B on openness, says that we have more work to do in making financial information clear within the company
as well as to outside auditors. The implication here is that acquiring artificial intelligence is not merely a means of
improvement: It could be a driver affecting the quality of financial information and decisions.

5. Challenges and Obstacles in Using Artificial Intelligence

also provide evidence that infrastructure, training and the creation of explicit standards are essential in combating Al
risks in digital accounting. standards. The results Al with aging systems. The research suggests insufficient numbers
of qualified staff are also an issue, along with legal or regulatory issues, not only in privacy but accounting In Table 6,
we can see that institutions face many technical obstacles to integrating

6. Conclusions

1. 1. The findings indicate that artificial intelligence has significantly influenced the expansion of digital accounting
by automating tedious paper-based tasks and facilitating computerized financial audits.
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2. 2. Accounting has become much more efficient by speeding up the time it takes to settle transactions, making
flow work more accurate, and making it easier to deal with large amounts of intricate financial data.

3. The study showed that the quality of financial statements improved after Al was used, notably in terms of
accuracy, reliability, and following international accounting standards. This showed that more transparency is needed.
4. The study found that there were technical, human and legal challenges for organisations trying to deploy Al,
including the struggle to create a single solution out of disparate legacy systems; not having enough staff with the right
skills; and coping with concerns to data standards and data protection. related

5. In general, the results confirm hypothesis that artificial intelligence the research facilitates digital accounting
work and improves the quality of financial reporting when banking constraints are effectively overcome.

1. Recommendations

1- Build the technological framework inside companies where Al can mesh with existing accounting systems.

2- Train and certify its employees on use of Al technologies to the improve their skills and guarantee the
employee’s best usage of Al.

3- Promote transparency in financial reporting by developing guidance onpresenting the outputs of Al-driven
finance algorithms.

4- Develop data protection policies and adhere in to international accounting standards order to mitigate the legal
and regulatory risks of Al applications.

2. Expand the use of Alto include areas such as analytical intelligence and early detection of financial fraud to fully
enhance the effectiveness of digital accounting.
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