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Abstract 

This report assesses the impact of digitization and automation on financial 

report generation and accuracy, and the ability of financial reports to be 

delivered transparently and build stakeholder trust. This report builds upon 

previous empirical and theoretical frameworks and discusses the shifting of 

financial reports from traditional cycles to an ongoing, instantaneous, and 

technologically advanced paradigm. The focus is on the impact of automatic 

data processing, artificial intelligence, and integrated accounting systems on 

the preparation, reporting, and effective utilization of financial data. The 

literature indicates the extent to which automation improves the speed of 

reporting, reduces the incidence of manual oversight, and improves the quality 

and reliability of financial reports. Digital reporting systems enhance and 

streamline internal control systems through automated real-time oversight, 

standardized workflows, and accessibility to complete audit trails. This 

contributes to the availability of more transparent and useful financial reports, 

which, in turn, contributes to stakeholder trust in the financial reports. 

Increased dependence on digital tools also poses new problems, including 

possible system failures, cyber threats, inadequate data governance, and weak 

automated report generation controls, as isolated case studies report. Other 

literature hints at inadequate institutional settings and varying skill levels as 

also hampering digital financial reporting in poorer and developing transition 

economies. The drive towards digitalization and automation is deeply 

changing financial reporting, but as Smith (2018), Greenman (2017), and 

Ignatenko and Sarapina (2018) have said, ‘the full extent of the benefits is 

dependent on the existence of appropriate institutional, regulatory and 

governance arrangements that ensure the integrity, accountability and trust of 

the system. 

Keywords: Digitalization; Automation; Financial Reporting; Corporate 

Governance; Internal Control System 

Introduction 

For stakeholders to gauge the financial standing and results of the organization, financial reporting was 

critical. Financial reporting began using a rudimentary system, and this was during an era of manual 

bookkeeping, paper documents, and routine financial statement preparation. These methodologies were 

often laborious, time-consuming, and of limited use in making timely decisions with information. 

Improvements in information technology and systems, such as enterprise resource planning (ERP) 

alongside accounting software, made it possible to improve the efficiency with which organizations 

processed and reported data (Revsine, et al. 1999; Lim, 2013). 

Performance of digital technology over the last few decades has also led to an improvement of 

digitalization in financial reporting, such as automated records capturing, transaction processing in real-

time, usage of cloud-based accounting, and comprehensive financial information systems. Shifts in 

reporting practices from purely periodic to continuous and dynamic reporting models were made 

possible by the mentioned systems. As Smith (2018) notes, automated journal entries in digital systems 

improve data traceability, and they provide real-time data, which changes the whole process of financial 

information generation and reporting. 
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Technologies like AI, data analytics, and robotic process automation are starting to change fundamental 

functions of accounting. They automate administrative tasks, systematize reporting, and enhance financial 

reporting accuracy. Thus, financial reporting is beginning to be perceived as more than a compliance 

necessity and instead, as an integrated operational process augmented by continuous technological 

advancements. These changes make it possible to understand how digitally enabled automation is 

changing the nature, value, and reliability of financial reporting. 

Importance of Digitalization in Financial Reporting 

The increasing relevance of digitalization in financial reporting is a reflection of the growing need for 

high-quality information to be presented promptly and be useful for various decision-making processes. 

Financial data is a critical resource for investors, regulators, and managerial-level decision-makers to 

evaluate organizational performance, understand and manage risk, and optimally distribute 

organizational resources. The conventional reporting systems used to serve such purposes were often 

ineffective because of reporting latency, a lack of transparency, and excessive manual data processing 

that would introduce errors. 

Real-time financial information, which enhances both the accuracy and the timeliness, is a focus of digital 

reporting systems. Automated data processing is attributed to the mitigation of transcription errors and 

discrepancies. Real-time reporting is the most up-to-date and beneficial option for stakeholders. The 

reporting framework of information technology greatly increases both relevance and reliability of 

information, thus improving the decision-making of the stakeholders. Digital Reporting Systems (2023) 

advocate a stronger focus on technology. The internal flow of information has been positively impacted 

for systems to provide digital accounting, which has resulted in better organization, control of 

information, and increased ability to adapt. 

Increased efficiency is a growing factor attributed to the increased transparency and improved 

accountability via digitalization. The standard of reporting formats, audit trails that are electronic, and 

mechanisms that are automated provide monitoring of financial activities. The increased ability to see 

financial transactions is important, particularly in complex business situations. With the digitalization of 

financial reporting, businesses see that the technology is more than just an update. 

Current State of Knowledge 

For more than 20 years, there have been academic studies of the impacts of digitalization and automation 

of financial reporting. Most of the work has focused on the efficiencies of automated accounting systems, 

including faster processing times, less expensive operations, and more accurate data. Greenman (2017) 

describes how automation of accounting tasks redirects automated accounting systems away from 

accounting work to higher-value analysis. 

Extensive studies also examine the implications of digitalization in Auditing and Assurance. Bentley et al. 

(2013) describe the impacts of automated systems on the planning of audits, evaluations of internal 

control, and the expended level of effort on audits. Digital reporting systems produce great volumes of 

uniform data, which can result in more effective audits through continuous auditing and data analysis. 

There have also been concerns about the reliability of the systems, the integrity of the data, and the 

automated data control of the systems. Much of the available body of work focuses on the digitalization 

phenomena from a more technical or functional perspective. That which focuses on digital tools regards 

them as benign efficiency enhancers, without consideration of their broader implications at the 

institutional, governance, or regulatory levels. Such a narrow consideration of the implications of digital 

tools on automation reframes the central issue at hand, which is the profound transformation of 

accountability relationships, control frameworks, and stakeholder perceptions around the quality of 

financial reporting. 
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Research Gap 

Appreciating the insights provided in prior literature on the digital financial reporting phenomena, the 

body of work around the intersection of automation and the governance of audit, and the regulation 

thereof, is scant and remains to be addressed from a holistic perspective. While Hoitash et al. (2009) and 

Cohen et al. (2014) identify the reporting technologies gap as a unique and critical issue, and advocate 

for the amplification of internal controls, improvements in auditor discretion and regulatory oversight, 

the literature continues to treat each issue in isolation. 

Additionally, there has been little investigation that connects stakeholder confidence or the lack thereof 

with the role of automation-driven reporting systems. These systems are said to be more accurate and 

report more quickly. However, systems dependence, cyber threats, and regulatory lag are much more 

serious issues that heavily contrast such perceptions. This lack of systems thinking does not allow for the 

optimal assessment of the digitalization of financial reporting to be properly analyzed by policymakers, 

practitioners, and researchers. 

The gap indicates the need to review digitalization first as a form of technology and second as a form of 

institutional change that impacts the governance, assurance, and regulation of practices. 

Purpose and Objectives 

This study examines and determines the extent to which the quality of financial reporting, the internal 

control systems, and the confidence of stakeholders are affected by the digitalization and automation of 

processes. Based on existing empirical and conceptual literature, the study seeks to understand the pros 

and cons of technology reporting systems. In particular, the study aims to understand the effect of 

automation on the reporting of financial transactions accurately and in a timely manner, the internal 

control systems and audit processes, and the digital financial reporting on stakeholders' transparency and 

trust. 

Considering the technology, governance, and regulation, the study aims to enrich the literature by 

providing a broader perspective. In doing so, the study addresses calls for a more comprehensive 

analytical framework that captures the institutional impact of automation on accounting and reporting 

practices (Smith, 2018; Ignatenko and Sarapina, 2018). 

Literature Review 

Evolution of Financial Reporting Systems 

Changes in economic structures, regulatory environments, and stakeholder information needs are 

reflected in the evolution of financial reporting systems. Financial reporting began as a way of 

communicating organizational performance on a quarterly and annual basis. Reports were based on 

historical cost accounting, conservative measurement, and professional judgment. Ball and Foster (1982) 

note that the reporting systems of the time focused on stewardship and creditor protection in real time, 

and thus delivered financial reports late, but were stable. 

Givoly and Hayn (2000) report on the conservatism of financial reporting, where there was a delayed 

recognition of gain and an accelerated recognition of a loss, both seen as a way to reduce the effects of 

information asymmetry and opportunistic management. Such practices, while credible, limited the 

timeliness and relevance of the information that was reported. As business transactions became more 

complex and global in nature, the traditional reporting systems became more outdated. The introduction 

of computerized accounting systems was the beginning of a new phase in the evolution of reporting. 

Initially, systems were designed to incorporate the technology into the manual processes of reporting 

rather than rethinking the reporting model. However, with time, technological advances allowed for the 

greater storage and faster processing of data. Moreover, the ability to report data with greater accuracy 

became a reality. These improvements set the stage for the development of more sophisticated systems 

and, consequently, digital and continuous reporting. The evolution of reporting, therefore, is the shift 

from periodic and static reporting to more frequent, dynamic reporting, which is made possible through 

technology. 
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Table 1: Evolution of Financial Reporting Systems 

Period/Stage Key Features Technology/Tools Reporting 

Focus 

Main Benefits References 

Traditional 

(Pre-1990s) 

Manual 

bookkeeping, 

periodic 

reporting 

Paper ledgers, 

calculators 

Stewardship, 

historical 

performance 

Credibility, 

conservative 

estimates 

Revsine et 

al., 1999 

Early Digital 

(1990s–

2000s) 

Computerized 

accounting, 

batch processing 

ERP software, 

spreadsheets 

Periodic 

reporting, 

improved 

efficiency 

Faster 

processing, 

reduced 

manual errors 

Lim, 2013 

Automated & 

Continuous 

(2010s–

present) 

Real-time data 

capture, 

automation, 

continuous 

accounting 

ERP systems, cloud 

accounting, AI 

Timely, 

accurate, 

decision-

useful 

reporting 

Efficiency, 

transparency, 

audit 

readiness 

Smith, 

2018 

Information Technology and Accounting Systems 

The influence of information technology (IT) on accounting systems and financial reporting is 

immeasurable. Accounting systems enhanced by IT not only enable faster processing of transactions but 

also promote greater integration of data and seamless flow of information within the different units of an 

organization. According to Lim (2013), enterprise systems, especially enterprise resource planning (ERP) 

systems, are pivotal in merging financial and operational data and in enhancing the fullness and accuracy 

of financial report generation. 

Ghasemi et al. (2011) further elaborate on the fact that the facilitation of internal information flow due 

to the use of IT improves the quality of managerial decision-making. The use of automated accounting 

systems improves accuracy through standardization of processes, reduces manual data entry, and 

decreases duplication. These improvements facilitate better organizational performance due to the 

increased reliability of financial reporting. Furthermore, Organizations can monitor financial activities 

continuously due to IT systems that capture data in real time as opposed to relying on periodic end-of-

period summary reports. 

Challenges also arise due to increased IT systems. Increased IT systems complexity increases system 

complexity, and this brings dependency on technology vendors and specialized maintenance on systems. 

Highly complex IT systems can obscure accounting processes, making it difficult for users and auditors to 

understand data flows, underlying accounting processes, and the control systems put in place. Lim (2013) 

describes poorly implemented systems as systems that result in integration loss, control weaknesses, data 

inconsistencies, and reporting quality loss through control of the system. 

IT adoption, therefore, presents a paradox in that it facilitates efficiency and integration of processes, but 

at the same time, increases the complexity of operations and governance. Therefore, the paradox 

illustrates the need to look at IT- enabled accounting systems from the technical, organizational, and 

institutional view. 

Automation in Accounting and Finance 

With each passing day, automation gets more integrated into accounting and reporting systems. For 

example, automation allows for the completion of accounting procedures, such as posting 

transactions, monthly reconciliations, and preparation of widely circulated financial statements, through 

the use of automation. According to Smith (2018), automation allows moving from customary periodic 

accounting to models of continuous accounting, where financial data is relevant and updated in real-time. 

With continuous accounting, organizations can change the timing and nature of financial reporting. Instead 

of waiting for the close of the period to generate financial data, organizations can produce automated, 

processed, and integrated real-time data into the organization's systems. This innovation brings in timeliness, 
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transparency, and rapid stakeholder response in fulfillment of changing financial needs. Also, automation 

reduces repetitive and routine tasks, allowing for human focus on more advanced activities. 

The risks accompanying automation and continuous accounting are also mentioned in the literature. Systems 

automation can result in a lack of professional judgment and oversight as users become complacent and 

assume outputs from automated systems are correct. Failures in automated systems, design flaws, and cyber-

attacks can have catastrophic consequences in a continuous reporting environment. The trade-off between 

enhanced efficiency and increased automation is an increased dependence on the system, as the automation 

of processes in reporting accounting systems requires more sophisticated control and governance systems 

to manage these processes. 

The literature suggests automation is the most important factor in the evolution of financial reporting and 

the continuous accounting paradigm, which undermines the traditional reporting intervals. However, the 

effectiveness of continuous accounting is contingent on the design, implementation, and governance of the 

automated systems. 

The Role of Artificial Intelligence in the Accounting Profession 

The accounting profession is transforming, with artificial intelligence (AI) being a major contributing factor. 

Transformation in this context relates to more than basic automation - it includes advanced analytics, 

pattern recognition, and predictive modeling. Human accountants, who are utilized to perform tasks such 

as anomaly and risk detection and forecasting, are being replaced with AI-powered tools. Greenman 

(2017) noted this transformation in reshaping the accounting profession as the 'de-skilling of the profession' 

resulting from the shifting of routine and repetitive tasks to machines. 

AI implementation has been reported to cause an alteration in an accountant's tasks toward a more critical 

and advisory approach. The expectation from accountants to communicate with stakeholders while 

forming strategic analyses surrounding data and exercising judgment will be expected when AIs take over 

the more analytical, data-oriented tasks. The accounting profession will require a reevaluation of 

educational and training pathways, in addition to a more thorough examination of the ethical implications 

of this shift. 

Simultaneously, several people have raised concerns about the transparency and accountability of 

accounting systems that utilize AIs. Algorithms, especially those that can adapt and improve with 

experience, have the capacity to act like “black boxes,” causing the user to lose control of the system with 

little to no insight as to the method of achieving the output. This “lack of accounting” will exacerbate the 

challenges of instilling confidence in the financial statements in an audit and in audit and assurance 

activities. The “black box” problem is the reason Greenman (2017) advocates for control structures in 

which the system’s AI and the use of accounting data comply with the ethical and legal accounting 

frameworks. In spite of the usefulness of AI on financial reporting challenges, such as the professional 

judgement involved, transparency and controls need to be worked on 

FinTech and Digital Financial Infrastructure 

The digitalization of financial reporting is being developed for a greater scope, thanks to financial 

technology (FinTech). Alt et al (2018) define FinTech as a system of digital innovations. These innovations 

include accounting systems built on blockchain technology, digital payment systems, and financial 

reporting that is stored on the cloud. 

There are arguments made by Vives (2017) that state FinTech is developing the financial infrastructure, as 

there is new technology intermediation, there are lower costs needed for transactions to be made, and 

there is a new level of competition. From a reporting view, FinTech systems provide an easier flow of 

the same data and reporting to be used by members of the same organization to enhance the level of 

reporting. Gomber et al (2017) have also stated that innovations of FinTech are tending to remove the 

border between technology, financial institutions, and regulators, and this brings new challenges. 

Research shows that FinTech-comparable reporting systems heighten visibility and traceability, 

particularly with respect to dispersed ledgers. Unfortunately, how the regulations will function, including 
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compliance, data protection, and responsibility, is all unknown because technology moves faster than 

the regulations do. This means that FinTech adoption for financial reporting raises additional questions 

concerning regulations and the equilibrium. On balance, the implications of FinTech are significant 

because it constitutes a fundamental part of the digital financial system. It transforms how financial data 

is created, structured, disseminated, and reported. It does not stop there and goes further to transform 

the data governance, usage, and regulation by the various actors and stakeholders. 

Governance, Audit, and Control Implications: Digitalization, automation, and new technology adoption 

shape governance, auditing, and internal control systems. As Bentley et al. (2013) show, automated 

reporting environments affect the audit effort by changing the way risks are assessed, audit plans are 

created, and evidence is gathered. A continuous data stream allows for audits to be done more 

frequently, which, coupled with the data, could bring about improved auditing efficiency. 

Hoitash et al. (2009) focus on the linkage of internal controls with the quality of financial reporting and 

note that technologically enabled controls could boost monitoring, but also introduce new weaknesses. 

Automated controls will lessen human involvement and improve consistency, but ineffective systems or 

poor designs will lead to control drops if the systems are too complex. 

Cohen et al. (2014) explain that the reforms of the governance system should be made for the 

innovations in the reporting technologies of the finances. Complex digital systems need to be monitored, 

and technology-related risks need to be assessed. Compliance with the regulations also needs to be 

ensured. The literature points to the need for effective governance for the sustainable balance between 

the benefits of automating systems and the accountability and trust of the stakeholders. 

To conclude, the digitalization and automation of processes in reporting systems, as well as the 

digitalization of other processes associated with it, transform the governance and assurance systems. The 

result is the need for comprehensive, integrated systems that deal with technology, organization, and 

regulations. 

Problem Statement 

The benefits of digitalization and automation of financial reporting to organizations, such as efficiency, 

speed, accuracy, and transparency, are well known and have brought about greater adoption of these 

technologies. The use of automated accounting systems, continuous reporting, and data analytics has 

decreased the need for manual financial reporting, enabling organizations to provide timely and useful 

information to stakeholders. However, new digitalized reporting environments also bring unexplained 

and interrelated problems that are inadequately addressed in the organization's governance and 

regulatory systems. 

One of the main issues with digital financial reporting remains the risk surrounding data integrity. With 

organizations relying on interconnected systems, cloud technology, and automated data streams, threats 

around system failures, unauthorized access, and other cyber vulnerabilities become more common. Even 

the smallest system design or configuration issues can create recursive errors throughout the entire system, 

reducing the reliability of financial reports. Ignatenko and Sarapina (2018) argue that while automation 

does mitigate human error, it does not mitigate risk in the other systems that fail. 

Over-reliance and heavy automation within financial reporting are other very important issues. The 

perceived objectivity and efficiency of technology can facilitate the negation of professional judgment, 

skepticism, and oversight of accountants and auditors. Users trusted automated systems too much, and 

as a result, irregularities and anomalies managed to go unrecognized, especially in the more complex or 

punchout side of transactions. With a more systems-based approach, the reporting becomes more diffuse, 

and the accountability of the human and the system is called into question. 

Also, regulatory and institutional frameworks have experienced difficulty from the advancement of new 

technologies. Arner et al (2016), in a digitally transformed financial world, argue that the financial world 

faces a regulatory lag in the digitally transformed world as the regulations, standards, and oversight 

frameworks that it seeks to apply were designed to gran periodic reports. This lag fosters uncertainty as 

to audit responsibility, compliance, and enforceability in systems that have automated reporting. Further, 
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Eling and Lehmann (2018) argue that the lack of regulation fosters a lower level of confidence and trust 

in automated digital systems, especially in digital systems with external stakeholders. 

In spite of the volume of literature on financial reporting automation, there is little understanding of the 

ways in which organizations can achieve the right balance between the efficiency gains of automated 

reporting and the control, governance, and oversight that organizations need to put in place. Current 

literature seems to deal with technological efficiency and technological risk in silos, and it does little to 

achieve the kind of integration that automation with governance regulatory changes might achieve. The 

lack of integration seems to be a big concern for not just literature, but policymakers, practitioners, and, 

to some extent, researchers who want to achieve digital reporting systems without losing reliability, 

accountability, and trust from users. 

Methodology 

Research Design 

The effect of digitalization and automation on financial reporting is examined through an integrative 

literature review using a qualitative research design. Integrative approaches are best suited to synthesize 

an analysis of the literature streams of accounting, finance, and information systems, where empirical 

findings, conceptual frameworks, and normative discussions are present. Instead of attempting to analyze 

specific hypotheses, the research intends to understand the extent to which digital financial reporting 

systems enhance the quality of reporting, strengthen governance frameworks, and build trust among 

stakeholders. 

The research adopts a literature review synthesis, which is modelled on the Tranfield-style systematic 

review framework aimed at achieving a synthesis that is transparent, rigorous, and replicable. This is 

characterized by well-defined phases of literature identification, screening, classification, and thematic 

synthesis. In using this method, the synthesis of literature produced in the research is both relevant and 

of high quality to minimize the chances of being biased or selective. Given the breadth and complexity 

of the digital financial reporting systems, the qualitative design of the research is aimed at studying the 

design to identify the relationships, contradictions, and gaps in the literature. 

Data Sources 

All the data utilized in this study came from secondary sources that were reputable and peer-

reviewed. These comprise academic journal articles from the top-ranking journals in accounting, finance, 

auditing, and information systems. These journals were chosen because of their rigorous peer-review 

processes, as well as their relevance to the study of financial reporting, automation, and digital 

transformation. Also included were institutional and professional reports from standard-setting, 

regulatory, and international bodies to obtain the practical and regulatory aspects of digital financial 

reporting. 

In addition, foundational accounting textbooks and landmark pieces were also consulted to provide the 

necessary background, context, and theoretical basis for the study. As an illustration, Revsine et al. (1999) 

served to position the study within the context of the key principles of traditional financial reporting, 

while Parker and Razer (Smith, 2018) focused on digital reporting to provide the study context in more 

recent times. The combination of classical and modern sources provides systemic depth to the study in 

terms of the evolution of financial reporting systems. 

To improve relevance and quality, the sources were chosen according to pre-established criteria of 

academic credibility, relevance to the theme, and citation volume. Excluded from this process were non-

peer-reviewed and non-methodologically sound writings. This helps to strengthen the reliability and 

validity of the combination of findings obtained from the sources. 
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Analytical Framework 

The approach taken in the study is based on comparative thematic analysis. Once the documents were 

selected and considered relevant sources of information, key concepts and arguments, as well as findings, 

were coded and sorted into thematic clusters, which in this case are efficiency, control, transparency, and 

risk. These are the central and interrelated issues in the body of literature on digital financial reporting. 

Efficiency is attained via automation and digital systems in the processing of financial data, which 

encompasses speed of processing, cost of the financial data, and timeliness of data dissemination control. 

Control is about internal control systems, audit systems, and governance systems that are influenced by 

technological adoption. Transparency is about financial disclosures that are clear, easy to access, and 

useful to the decisions of the users of the information, while risk is about the organization's dependence 

on the system, data integrity issues, loss of control via cyber means, and lack of regulatory frameworks. 

These facets are drawn from research such as Greenman (2017), which discusses the automation of 

professions and organizations, and Bentley et al. (2013), which deals with the control and audit issues of 

automated systems. 

The analysis in the study attempts to determine the consensus, divergence, and theoretical tensions in the 

body of literature concerning the dimensions of the study. The findings of the study are based on the 

comparative nature of the approach used in the study, which in turn integrates knowledge from different 

fields and fosters understanding of digital financial reporting. 

Ethical and Methodological Considerations 

This research is based on literature that involves no primary data collection, so no human subjects and 

no sensitive data about companies will be interacted with, thus presenting no ethical concerns. 

Nevertheless, there are still methodological concerns that are unavoidable when working with secondary 

data. For example, there is something known as publication bias, because literature with far-reaching 

claims and conclusions is far more likely to be published than studies with results that are considered 

inconsequential. This is a profound bias concerning accounting and accounting research, as put forth by 

Ball and Foster (1982). Moreover, a biased review may be integrative as a result of subjective bias that 

can occur during coding thematically and synthesizing as a whole. This can be deliciously dismissed on 

the basis that this work adheres to precise and transparent selection criteria as well as methodological 

dimensions of the greatest clarity. These findings will lack statistical generalizations, but will, however, 

be distinguished to engender generalizations analytically; thus, these insights that will be expounded are 

derived from a sound theoretical framework and are widely applicable across specific organizational and 

regulatory boundaries. All of these criteria are met; hence, the boundaries of ethical and methodological 

considerations have been fully met, thus providing no impediment to the attainment of the objectives of 

this study. 

Results 

This part discusses the collection of results from the integrative literature analysis. The results are 

structured along four themes, namely, efficiency and timeliness, accuracy and mitigation of errors, audit 

effort, and stakeholder visibility. This is representative of the most dominant patterns of outcomes in the 

literature of accounting, finance, and information systems, pertaining to digitalized financial reporting. 

Improvements in Efficiency and Timeliness 

Over the years, automation and digitalization of financial reporting have tremendously improved 

efficiency and timeliness of performance. Smith (2018) explains that organizations that have adopted 

automated reporting frameworks have shorter reporting cycles and faster financial closes, which allows 

for timelier reporting. 

The same is reported by Ghasemi et al. (2011) in the integration of digital accounting systems, where the 

flow of internal information was improved, and delays in the collection and coordination of data were 

reconciled. Literature reported that automation of accounting practices fosters continuous updating of 

financial data, rather than at closing reporting periods, where information is lagged. This ongoing 
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updating of data allows management and other external parties to make better and more timely 

decisions. 

More efficiency is exhibited in digitalized businesses that have higher complexities in their transactions 

and operations. The research shows that automated digital systems and technologies simplify central data 

management, leading to reduced duplication and coordination costs. There are efficiency improvements 

ranging from systems digitalized, organizational alignment, and effective implementation. The research 

shows that digitalization and automation improve the efficiency and timeliness of documents and reports 

produced. 

Table 2: Benefits vs Risks of Automated Reporting 

Dimension Benefits Risks/Challenges References 

Efficiency Reduced reporting cycles, 

faster close 

System dependency, complexity Smith, 2018 

Accuracy Lower manual errors, 

consistent outputs 

Amplified systemic errors, data 

integrity risks 

Ignatenko & Sarapina, 

2018 

Transparency Standardized disclosures, real-

time updates 

Stakeholder misinterpretation, 

opaque AI outputs 

Debreceny et al., 2002 

Audit & 

Governance 

Easier continuous monitoring, 

structured audit trails 

Increased audit complexity, need 

for technical expertise 

Bentley et al., 2013; 

Cohen et al., 2014 

 

Improvements in the Accuracy of Reports 

The research shows automation increases accuracy and reduces errors. The studies show that automated 

accounting and financial management systems process and reduce low levels of manual data from 

automation by duplication, errors, and wrong data calculation. Create. More accuracy is noted. 

The studies also show the positive impacts of ignorance, whether of a high increase in the level of risk 

that emanates from a lack of manual error systems. Adjusting the systems, Neglectka and Sarapina stated 

that the higher the total outcomes of the system are, the greater the increase in system design errors. In 

conclusion, the automated system is designed in a way that can effectively balance the system design of 

financial reports and the data system. Large volumes of data, financial reports, or data that are of the 

same type or organized. Accuracy is increased at more levels. 

Moreover, research shows that the accuracy of outcomes is contingent upon the strength of system 

governance and control mechanisms. Automated controls can improve accuracy when designed and 

monitored appropriately; however, a lack of oversight can result in erroneous decision-making and data 

integrity issues. Therefore, the advantages of automation in reducing errors in accuracy outcomes are 

probably more associated with the measures of system testing, validation, and ongoing monitoring. The 

findings show that new risks, different from those in manual reporting, have started to emerge despite 

digitalization also increasing the risks. 
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Figure 2: Pie Chart of Error Sources: Manual vs Automated Systems 

Impact on Audit Effort 

The synthesis shows that there is a focus on different facets of the audit effort in digitally reporting 

financial data. Bentley et al. (2013) describe the situation where organizations have integrated automated 

accounting systems, where audit practitioners move away from the traditional transaction-by-transaction 

testing to a systems audit approach. This change shows the systems that report a data set automate 

processes, and the access was designed with control mechanisms that are necessary and sufficient to 

guarantee the reliability of the report. 

The systems that are digital are said to produce extensive audit trails, and the data set is organized in 

such a way that the audit is likely to be efficient and have depth. Auditors are able to use audit techniques 

that require the auditor to work with the data. Data that is not only continuous, but also current, and 

not only is data exchanged, but data is also analyzed to discover and to circumvent several of the risks 

that are embedded in the system of automated processes. Automation systems do, however, seem to 

require knowledge of information systems that audit practitioners are expected to possess. 

Composed differently, the findings frame audit effort as something that doesn't, in fact, decrease in fully 

automated environments, just changes in character. Even if there may be a decrease in routine testing, 

there is more effort focused on evaluating the system's controls, risks in cybersecurity, and the governance 

frameworks in place. Hoitash et al. (2009) and Cohen et al. (2014) add that the presence of weak system 

controls can lead to higher audit risks and complexity, which may counterbalance the efficiencies gained. 
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Automation changes the character of audit effort and does not remove it entirely. 

Table 3: Impact of Digitalization on Audit Effort 

Audit Activity Traditional 

Focus 

Digital/Automat 

ed Focus 

Observed Impact References 

Transaction 

Testing 

Manual 

verification 

Reduced due to 

automation 

Lower repetitive work, 

more system reliance 

Bentley et al., 

2013 

Control 

Assessment 

Periodic checks Continuous 

monitoring 

Increased focus on IT 

controls, cybersecurity 

Hoitash et al., 

2009 

Data Analytics Limited, ad hoc Continuous, 

automated 

Improved anomaly 

detection, more 

efficient risk 

identification 

Cohen et al., 

2014 

Audit Reporting Period-end 

summaries 

Ongoing, near 

real-time 

Shift toward advisory 

and system assurance 

Smith, 2018 

Stakeholder Transparency 

The final theme is on the transparency and confidence stakeholders have in the financial reporting. Digital 

reporting systems are a consistent finding in the literature as providing more accessible and clear financial 

data promptly. It is shown that reporting templates that may be automated are of higher quality and 

sustainable in providing real-time updated disclosures (Debreceny et al. 2002) 

This increased transparency can improve the confidence stakeholders have, especially investors, and 

engagement as well. Information asymmetry is reduced, especially with timely and transparent 

disclosures, allowing stakeholders to make informed decisions. Enhanced transparency is especially 

important in the capital markets, and information disseminated quickly is a key factor to pricing efficiency 

and confidence from the investors. 

It would appear that a conclusion reached in the literature would be that the possible advantages 

transparency could have would be contingent upon the stakeholder's ability to understand the scope of 

the digitally enabled reporting systems. Users of the systems may find the system-generated 

information difficult to interpret, and thus, may find the transparency of the system to be superficial, if 

not entirely opaque. Nevertheless, the findings of the research, albeit the aforementioned limitations, do 

to a considerable degree confirm the hypothesis that the digitalization of processes does enhance the 

stakeholder transparency to a considerable degree, presuming there exists a reasonable level of 

stakeholder transparency and effective stakeholder communication to accompany it. 
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Figure 1: Flowchart of Automated Financial Reporting Process 

Limitations 

Reflection upon the findings of this study will necessitate understanding some of the limitations this study 

is encumbered by. The first, and foremost, is that this study is entirely based upon secondary data, in the 

form of academic literature, institutional reports, and the primary accounting literature. While it is 

possible to conduct a literature review and provide a synthesis of the literature, in this case, it is not 

possible to conduct primary empirical testing, nor the collection of primary data. Thus, the findings 

provided in the study are reflective of the assumptions, in addition to the findings, of previous literature, 

and do not include the direct observation of, nor the measurement of, the practices of digital financial 

reporting. The use of secondary literature to conduct this study, and the range of sources used, presents 

a problem in that it limits the extent to which causality can be established between digitization and/or 

automation and the advancements of financial reporting practices. 

The third is the potential impact of selection and publication bias due to the integrative nature of the 

literature review. Reports providing evidence of the effects of digitalization may be published and 

referenced to an increasingly greater extent. Although an attempt to include a variety of sources was 

more expansive than the superlative sources to include conceptual and critical sources, the analysis is 

likely to include a dearth of null findings or unsuccessful implementations of digital reporting systems. 

This inclination is a bias in literature review-based analysis and may impact the evenness of the conclusions 

made. 

The fourth is the extent to which the findings may be applicable, which is also likely to be limited given 

the diversity in the regulatory, institutional, and economic framework within which the studies were 

conducted. Financial reporting standards, the regulatory enforcement, and the level of technology used 

are all aspects of a jurisdiction that can vary widely within the same country. According to Hoitash et al. 

(2009), governance structures and the internal control environment are the main factors that determine 

reporting outcomes, while Arner et al. (2016) claim that there is a gap between control and the 

technology offered. This is the reason why findings from research conducted in an economically 
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developed country or a country with a high regulatory environment are likely to differ significantly from 

a country that is economically developing or has a less regulatory environment. 

Finally, there is a restriction on how quickly technology evolves. New advancements in automation, AI, 

and FinTech are changing practices in financial reporting at a speed that is likely quicker than most research 

in the area. Therefore, some conclusions that can be synthesized in this study may be superseded by 

technological advancements and new regulations. These limitations suggest primary empirical research, 

specific cross-country studies, and longitudinal studies to be the basis for future research that can validate 

and broaden the scope of this study. 

 

Figure 3: Conceptual Stakeholder Interaction Diagram 

Discussion 

Interpretation of the Findings 

The study showed that the degree of the impact of automation and digitalization on the quality of 

Financial Reporting is, to a large extent, positive, especially in increasing the efficiency, timeliness, and 

accuracy of the reports. It showed that the automated systems were able to eliminate the errors that stem 

from manual processes, caused by the manual processes, and decrease the reporting cycles, and that the 

systems are able to create new reports continuously. This shows that automated systems in digital 

financial reporting are a major improvement over the traditional models of periodic reporting. In line 

with Smith ( 2018 ), the systems automate the processes of capturing relevant data in real-time and at 

the same time standardize the processes of reporting, thus increasing the quality of the information being 

made available. 

The findings, however, also show that gains from improvements in reporting quality confront 

considerable governance and control issues. Automation, in alleviating human error, also raises 

dependence on intricate systems, which, in the presence of errors, increases the risk. This study, along 

with Greenman (2017), argues that institutional weakness and the failure of technology to deliver 
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efficiency suggest that the locus of risk in financial reporting is the system design, configuration, and 

control rather than the human error of judgment. 

The findings also show that the advantages of digital reporting depend on the governance structure and 

organizational capabilities. Strong internal control mechanisms, competent staff, and adequate oversight 

increase the improved reporting outcomes that automation brings. In the absence of these controls, 

digital systems are more likely to compromise reporting accuracy and reliability and diminish stakeholder 

confidence. This understanding emphasizes the need for digitalization to go beyond technology 

improvements, to be an organizational transformation that requires improvements in institutional 

governance, accountability, and regulatory control. 

Comparison with Prior Studies 

Compared to prior research, this study primarily comprises research that centres on operational 

efficiencies and the operational benefits of digital accounting systems. Prior research describes the 

automation and IT adoption of reporting lag reduction, improved data accuracy, and enhanced 

integration of information (Ghasemi et al. 2011; Smith 2018). This study extends the confirmation of 

these efficiencies by demonstrating their presence in other areas of the literature. This study also builds 

upon previous research with emphasis on the institutional and governance risks of digital financial 

reporting. While automation and its impacts on audit processes are explored by Bentley et al. (2013), 

the focus primarily remains on the changes to audit planning and evidence gathering. This study builds 

on this work by discussing how automation reorganizes accountability and how it shifts the risks to other 

actors in the system, such as the audit regulators and the auditors. 

The same applies to Ignatenko and Sarapina (2018), who point out the systemic risks created by 

automated systems in research, and the risks, however, do not seem to integrate these risks into a 

governance framework as such. Integrating knowledge from accounting, auditing, and information 

systems has provided this study with a greater perspective on how efficiencies and weaknesses within 

institutions coexist in digital reporting settings, responding to literature integration requests concerning 

empirical syntheses that extend beyond overly technical views. 

Overall, the comparison with prior studies suggests that the efficiency gains from digitalization are well 

documented, but the implications for the institutions remain in the shadows. This study assists in 

addressing this oversight in the literature that digital financial reporting ought to be considered from the 

perspective of both governance and performance. 

Unexpected Outcomes 

One of the unexpected outcomes was that, contrary to popular belief, automation does not reduce audit 

effort, but can actually increase the audit’s complexity. Many expect the systems' automation to 

streamline auditing processes by reducing errors and producing homogeneous outputs. But instead, audit 

complexity comes from having to manage the systems, govern the data, ensure cybersecurity, and add 

new procedural and task complexity. 

Cohen et al. 2014 argue that auditing in highly automated environments requires auditors to possess 

advanced technical understanding of information systems. This study's findings show that auditors 

increasingly concentrate on system controls, access privileges, and algorithms, and not individual 

transactions. Therefore, while audit effort shifts to a greater emphasis on system-level assurance, 

effort on audit does not dissipate. 

This outcome does not survive critiques that claim assurance costs are lower due to automation. Rather, 

it suggests that digitalization shifts the type of risk in an audit and reallocates audit effort to more complex, 

specialized, and judgment-intensive tasks. Reliance on automated systems will also lead to questions 

surrounding the independence of the auditors and their role in accountability when system breakdowns 

occur. These findings emphasize the mitigation of audit approaches, educational programs, and updated 

standards to align with digital reporting. 
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Practical and Policy Implications 

This study is significant for practitioners, policymakers, and regulators. For businesses, the study findings 

suggest that organizations should mesh governance and control over risk management with the adoption 

of new technologies. Introducing new technologies in automation will also require investment in 

governance of the systems, risk management, and professional expertise. Organizations may be more 

efficient in the short term, but those that do not add control and accountability will be more prone to 

risk in the long term, with more reporting and reputation damage. 

The need for more skills is not confined to the accounting knowledge scope, but also to information 

systems, data analysis, and cybersecurity for auditors and accounting professionals. This should be the 

case with the professional bodies and educational providers who need to be responsive to crafting 

programs and reforming certifications for accountants and auditors whose environments in reporting will 

be taken over by automation. 

The urgency of changing technology requires regulators to change the supervision of the technology as 

well. Along with Arner et al. (2016), the study assesses the expectations in the search for regulatory 

technology (RegTech) to allow supervision to occur with instantaneous, automated, and selective 

enforcement through regulation and compliance. The findings of the study suggest that there is limited 

scope to change the regulatory approach to reporting in an automated environment. 

Regulatory bodies must consider incorporating regulatory technology into the supervision of financial 

reporting while also keeping regulatory parameters broad and technology-neutral. Such a combination 

would mitigate the dichotomy that exists between the need for automation and the need for 

accountability and stakeholder protection. The discussion thus strengthens the idea that while digital 

financial reporting is a game-changer, it can only be game-changing if the institutions, professions, and 

the regulations that control it do so with a degree of alignment and coherence that allows for predictably 

positive and responsible outcomes. 

Conclusion 

This research aimed at understanding the impact of the digital era and the automation of processes on 

the financial reporting systems, their use, quality, governance, and stakeholder confidence in the systems. 

This was achieved through an integrative review of accounting, finance, and information systems. The 

results showed that financial reporting was being transformed through digitalization and was, therefore, 

no longer a marginal improvement in technology. With the automation of the systems, the reporting 

processes, along with the technologies that drive them, achieve a positive, substantial, and significant 

improvement through the closure of reporting cycles, continuous accounting, and improvement of 

reporting processes. All the previous studies pointed to this conclusion: digital financial reporting is a 

contemporary improvement that seeks to satisfy the information requirements of contemporary 

stakeholders (Smith, 2018). 

Besides efficiency, the study shows that digitalization increases transparency and improves reporting 

accuracy by minimizing human error, procedural inconsistencies, and building stronger audit trails. 

Unfortunately, these advantages come with alterations to control over and the structure of governance 

mechanisms. Automation reallocates reporting risk from judgment errors made by humans toward system 

deficiencies like data trustworthiness, cyber threats, and technological over-dependence. Findings also 

show that in automated systems, audit practices move beyond mere transaction testing to a greater 

focus on systems, internal control frameworks, and data governance. 

In summary, the study insists that while digitalization does increase the quality of financial reporting, the 

extent to which this happens is conditional upon the presence of supporting institutional frameworks. In 

the absence of adequate governance, oversight, and regulatory proportionality, the benefits of 

automation may be countervailed by novel forms of risk and accountability dilemmas. 

Practical Implementations 

Stakeholders, auditors, and regulators are suggested to implement the findings from the study. Digital 
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Financial Reporting (DFR) adopters will understand the need to consolidate automation with governance 

and control frameworks. Organizations need to go beyond automation to implement governance, 

accountability mechanisms, internal control systems, and monitoring of the systems to ensure continuous 

tracking. Internal controls, though weak, steer the automation of the control systems. There will always 

be systems and controls in automation. Reporting will always be qualitative. Automation will not shift 

internal controls, which continue to exert influence in even the most modern developments (Hoitash et 

al. 2009). 

Auditors and accounting practitioners will need to diversify in line with the design of financial reports. 

Attention will be limited to analytical and meaningful evaluations. Routine analysis will be automated, 

and there will be a focus on evaluating a range of systems, assuring the systems, and assessing risks at a 

higher level. To achieve this, practitioners will need a higher level of training and other developmental 

plans that will focus on IS (Information Systems) and Cybersecurity with a focus on Data Analytics. 

The study highlights the need for modern regulators and standard-setters to revise their Oversight 

Frameworks, as the need and ability to implement continuous, hyper-automated, and technology-driven 

reporting proliferates. Digital environments will operate in non-automated reporting, and traditional 

regulatory frameworks will not be adequate. Reporting can be automated to eliminate risks and preserve 

reliability and comparability. Automation also poses risks in reporting and controls. 

Future Research Directions 

Even though this domestic step study has carved out contributions to digital finance, it has left unique 

contributions to research on digital finance and automated reporting systems. First, it was noted that 

there is still no empirical research on the theoretical contributions of this study. Such research could focus 

on cross-country and cross-regulatory comparisons to understand how differing institutional 

ecosystems impact the effectiveness of automated financial reporting systems. 

In addition, the research expects the impact of digital financial reporting on investors, auditors, 

regulators, and specifically automated reporting systems and major regulatory technologies within 

FinTech. Understanding the impact of digital finance on reporting systems and regulatory technologies is 

vital to balancing the interdependence of financial reporting technologies within the overall financial 

ecosystem. 

Finally, there is the research gap, that of the interrelated technologies within the financial system, which 

seek to understand the technologies within the overall digital financial infrastructure and automated 

financial reporting systems. 

Filling these gaps in research will help in understanding how digitalization impacts the sustainability of 

the quality of financial reporting, accountability, and trust in an automated global economy in an even 

more profound way. 

Digital Financial Reporting Stakeholders 

Corporate Accountants and Chief Financial Officers (CFOs) 

Corporate accountants and Chief Financial Officers (CFOs) are the primary participants of the digital 

reporting systems. They take responsibility for the design, preparation, and presentation of financial 

statement(s), ensuring that they are compliant with the reporting entity’s applicable accounting framework 

and that the automation of the internal reporting processes is used. Their actions impact the reporting 

governance, the timeliness, and accuracy of the reporting. 

External Auditors 

External auditors are concerned with the assessment of the financial statement(s) prepared by the entity 

for their accuracy and reliability. In automated reporting environments, auditors concern themselves with 

system controls, data integrity, cybersecurity, and the system as a whole. They are the ones who maintain 

trust and accountability in automated financial reporting systems. 
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Financial Regulators and Policymakers 

Regulators and policymakers determine the controls, standards, and frameworks for financial reporting, 

and supervise compliance. Concerning automation, continuous reporting, and control frameworks, they 

are entrusted with the controls to assure transparency, protection of the investor, and stability of the 

financial market. 

Investors and Analysts 

The ability of investors and financial analysts to make sound capital and risk decisions relies on the 

accuracy, transparency, and timeliness of financial information. Investment confidence and market 

efficiency are affected by the ample, digitized reporting systems, which shape the speed and accessibility 

of financial information. 

FinTech Developers 

FinTech Developers implement and customize the technological frameworks and architecture for 

automated digital financial reporting systems, including artificial intelligence and cloud-based accounting 

systems. They play a pivotal role in the automation of financial systems and the interrelation of reporting 

technology with a company's business processes and systems, as well as the legal requirements for the 

reporting of innovations. 
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