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Obijective: This study aims to investigate the role of cloud accounting in enhancing
the quality of financial reporting.

Methodology: The required data for conducting and implementing the research were
collected from 18 experts with master's and doctoral degrees in accounting and a
minimum of five years of experience with cloud accounting. In this study, an
interpretive structural modeling (ISM) approach was employed to design a model for
the role of cloud accounting in enhancing financial reporting quality.

Findings: The results of the interpretive structural modeling using the exploratory
model indicated that cloud accounting hardware factors, including process
automation, advanced upgrade capabilities, cloud and virtual network servers,
management and support tools, and workstations, along with cloud accounting
software factors, such as flexibility and continuous improvement, scalability,
information security, ease of use of cloud accounting, performance and analysis
speed, data recovery capability, and remote automated reporting, contribute to the
enhancement of financial reporting quality. This enhancement is reflected in
dimensions such as improved transparency, increased accuracy in automated
reporting, reduced errors, improved calculations, and data protection.

Conclusion: The findings of this study indicate that the adoption of cloud accounting
can play a significant role in enhancing financial reporting quality. Given the
hardware and software advantages of cloud accounting, organizations can achieve
greater transparency, higher accuracy, and reduced errors in financial reporting.
These findings can serve as an effective guide for financial managers and
accountants in making strategic decisions to improve financial reporting systems.
Keywords: Cloud accounting, financial reporting quality, financial
reporting.
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EXTENDED ABSTRACT
Introduction

Cloud accounting has emerged as a revolutionary approach in financial management, offering
enhanced accessibility, scalability, and efficiency in financial reporting. Traditional accounting systems
often face limitations in terms of flexibility, data security, and real-time reporting capabilities (Ahmad et
al., 2024). In contrast, cloud accounting provides a centralized platform where financial data can be
accessed, processed, and reported in real-time from any location with an internet connection. This
flexibility enables organizations to streamline their financial operations and make data-driven decisions
more effectively (Mohaghegh & Hassanpour Tolaroud, 2023).

The importance of financial reporting quality cannot be overstated, as it serves as the foundation
for corporate transparency, stakeholder confidence, and regulatory compliance. High-quality financial
reporting ensures the accuracy, reliability, and timeliness of financial information, which is crucial for
investors, creditors, and regulatory bodies (Rahpeyma et al., 2024). Cloud accounting has the potential to
enhance these aspects by automating processes, reducing human errors, and ensuring robust data security
measures (Ouaadi & El Haddad, 2022).

Previous studies have highlighted the significant role of cloud accounting in improving financial
reporting quality. Researchers have identified key factors such as automation, scalability, security, and
ease of use as critical contributors to enhanced financial reporting (Zebua & Widuri, 2023). However, there
remains a need for a comprehensive model that identifies and evaluates the various factors influencing the
adoption and effectiveness of cloud accounting in financial reporting (Al-Okaily et al., 2023).

This study aims to investigate the role of cloud accounting in enhancing financial reporting quality
using an interpretive structural modeling (ISM) approach. The study seeks to identify key hardware and
software factors of cloud accounting and analyze their impact on financial reporting quality dimensions
such as transparency, accuracy, and error reduction.

Methodology

The study employed an interpretive structural modeling (ISM) approach to develop a hierarchical
model of cloud accounting factors influencing financial reporting quality. The research sample comprised
18 accounting experts with master's and doctoral degrees and a minimum of five years of experience with
cloud accounting systems. Data collection was conducted through structured interviews and expert
consensus, focusing on both hardware and software components of cloud accounting.

The ISM technique was used to analyze the interrelationships between identified factors and
categorize them into hierarchical levels. The research identified 16 key factors, which were categorized
into three main dimensions: hardware factors, software factors, and financial reporting quality outcomes.
The final model was validated using the content validity ratio (CVR) method, ensuring that all factors met
the established relevance criteria.



Findings

The ISM analysis resulted in a comprehensive model that highlights the interdependencies
between cloud accounting components and their impact on financial reporting quality. The findings
identified the following key hardware and software factors:

1. Hardware Factors:
o Process automation
o Advanced upgrade capabilities
o Cloud and virtual network servers
o Management and support tools
o Workstations
2. Software Factors:
o Flexibility and continuous improvement
o Scalability
o Information security
o Ease of use
o Performance and analysis speed
o Data recovery capability
o Remote automated reporting

The study found that these factors contribute to enhancing financial reporting quality in several
dimensions, including:

e Transparency: Cloud accounting enhances transparency by providing real-time access to
financial data, ensuring all stakeholders have up-to-date information.

e Accuracy: Automation and data validation features reduce human errors and improve the
precision of financial reports.

e Error Reduction: Automated processes and built-in checks help identify and rectify discrepancies
in financial statements.

o Data Protection: Advanced security features in cloud accounting systems safeguard sensitive
financial information against unauthorized access and cyber threats.

The ISM analysis revealed that hardware factors, such as automation and cloud infrastructure,
provide a foundation for software functionalities that directly influence financial reporting quality. The
final model demonstrated that achieving high-quality financial reporting requires a balanced integration
of hardware and software elements.

Discussion and Conclusion

The findings of this study emphasize the critical role of cloud accounting in enhancing financial
reporting quality. By leveraging cloud-based solutions, organizations can achieve greater efficiency,
accuracy, and transparency in their financial reporting processes. The integration of automated processes,
real-time reporting capabilities, and advanced security measures contributes to improved decision-making
and regulatory compliance.
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The study highlights that cloud accounting is not just a technological upgrade but a strategic asset
that can transform financial management practices. Organizations adopting cloud accounting can benefit
from reduced operational costs, improved data accessibility, and enhanced compliance with financial
reporting standards.

Despite the numerous benefits, the study also recognizes certain challenges associated with cloud
accounting adoption, such as data security concerns, integration complexities, and the need for adequate
training and change management. Addressing these challenges is essential for organizations to fully
capitalize on the potential of cloud accounting.

In conclusion, the study provides valuable insights into the factors influencing cloud accounting
adoption and its impact on financial reporting quality. The developed ISM model serves as a practical
framework for financial managers, policymakers, and researchers to understand the key determinants and
their interrelationships. Future research can explore the long-term impact of cloud accounting on
organizational performance and investigate additional contextual factors that may influence its
effectiveness.

The adoption of cloud accounting presents a significant opportunity for organizations to enhance
their financial reporting capabilities, ensuring greater transparency, accuracy, and efficiency in financial
operations.
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