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Abstract 

This investigation aims to understand the relationship between accounting 

information systems and financial performance in Iraqi banks, as well as exploring 

the indirect effects of effect of these systems on financial performance in Iraqi 

banks and the quality of their accounting information. The authors developed a new 

method of building called AIS-enabled SEM that has been previously 

experimented with by scholars and professionals. It is derived from a body of 

research regarding the accounting information system and quality. Iraqi banks that 

operated in the commercial sector collected data via convenience samples. Through 

personal relationships, the authors gained contact with participants in all of the Iraqi 

financial institutions. Additionally, the process of collecting data took 65 days, 

which began on January 1st and March 5th, 2024. 12 Iraqi banks participated in the 

final sample of 261 respondents, via the questionnaire, and were analyzed via 

structural equation modeling with partial least squares using SmartPLS 4 software. 

The results demonstrated that accounting information systems, the quality of 

accounting information systems, and the dependability of financial information 

have a positive and significant indirect effect on the financial performance of Iraqi 

banks. The results also demonstrated that the quality of the accounting information 

systems and the volume of the accounting information systems have an effect on 

the financial performance of Iraqi banks that rely on the reliability of financial 

information to conduct business. 

© The Author 2025. 
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1. Introduction  

Modern organizations around the world depend on accounting information to support critical decision-making. 

This information assists internal managers in formulating strategies [1], [2] and guides external investors in 

evaluating opportunities [3], [4]. In addition, government agencies [5], [6] and financial institutions [7], [8] as 

well as other pertinent stakeholders [9], [10] rely on accounting information to attain organizational goals and 

make informed economic decisions. 

https://creativecommons.org/licenses/by/4.0/
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In developed countries, information disclosure standards are typically aligned with key components of 

transparency [11], [12], prescribed publication durations [13], [14], and clear benefits for businesses, investors, 

and other stakeholders [15], [16]. However, these disclosure practices remain in nascent stages in emerging 

economies such as Iraq [17], [18]. Data from the State Securities Commission reveals that breaches in reporting 

and disclosure consistently exceed 50% among sanctioned counterparties, raising significant regulatory 

concerns [19], [20]. 

Moreover, numerous establishments exhibit practices that compromise the quality of financial reporting. Many 

organizations produce low-quality financial statements, delay communication, and reactively disclose 

information about operational conditions, capital use, and corporate governance matters [21], [22]. Large 

corporations, in particular, are often constrained by regulations that enforce basic compliance rather than 

encourage efforts to enhance the quality of their accounting information for optimal efficiency [23], [24]. 

Beyond these challenges, high-quality accounting information is essential for supporting investment-related 

decisions and efficiency evaluations [25], [26]. 

Modern information systems (IS) are designed to enhance decision-making by integrating comprehensive data, 

documented procedures, and detailed records [27], [28]. Organizations increasingly incorporate advanced IS 

technologies into their management processes to better synchronize operations with strategic objectives [29], 

[30]. The effectiveness of such systems, often measured as IS success, directly influences overall performance 

outcomes [31], [32]. 

Specifically, Accounting Information Systems (AIS) play a pivotal role in managing short-term operational 

complexities. They supply essential data that supports control functions and aids in monitoring cash flow, 

expenses, and costing [33], [34]. AIS not only streamlines daily financial management but also simplifies 

strategic long-term planning in highly competitive and dynamic industries. By design, AIS is a network of 

interconnected tasks, records, and technological tools that capture, process, and disseminate crucial financial 

information to decision-makers both within and outside the organization. Some major tasks of AIS are to keep 

records of transactions and use those records for evaluating performance [35], [36]. Also, they make it easier to 

collect all the necessary data and speed up reporting for tracking financial transactions through computerized 

help [37]. 

Over the last few years, digital transformation has made a big impact on accounting information systems. Many 

experts state that using cloud-based systems and real-time data analytics has transformed how managers decide 

on business actions [38], [39]. Digital systems make it easier and more accurate to use and access data [40], 

[41]. Because of these technological developments, financial governance can now respond to changes more 

effectively [42]. Also, new rules have pushed countries to use standard ways of accounting worldwide. 

Progressive governments have made sure that high disclosure standards are in place for investors [43], [44]. 

They make investments from other countries likely and help increase transparency [45], [46]. Emerging markets 

still struggle to match these international requirements [47]. 

Changes in accounting information systems are due to new technology as well as changes in the needs of the 

market. Automation is said to affect financial work in positive ways, reducing the possibility of manual errors 

and allowing for reliable reporting [48], [49]. Whatôs more, such systems have supported organizations in 

dealing with economic unrest and keeping them stable [50]. 

When talking about how adequate accounting practices are, corporate governance is usually central. There is an 

increasing amount of evidence stating that strong governance leads to transparent reporting [51], [52]. It is 

widely suggested that supporting transparency in financials, plus more frequent audits, boost stakeholder trust 

[53], [54]. To maintain a stable market, such reforms are vital [55]. 

Factors related to the environment, society, and governance (ESG) are becoming more important in influencing 

current accounting practices. Most recent research suggests that firms that apply ESG standards perform better 

when it comes to sustainability operations and interact with stakeholders more effectively [56] and [57]. 



 HSD Vol. 7, No. 2, July 2025, pp.721- 746 

723 

Growing ethics among investors means companies are being pushed to be more open and transparent [58], [59]. 

In addition, data shows that being straightforward in ESG reporting greatly improves a companyôs reputation 

[60]. 

Sharing account information with enterprise resource planning (ERP) systems has greatly simplified the way 

the company works. Experts say that ERP systems make it easy for information to move through departments, 

which results in better organizational adjustment and adaptability [61], [62]. Using these tools has made it 

possible to spot and handle financial risks [63]. 

Combining accounting data with measurement of business outcomes helps to get useful insights. According to 

data, organizations that apply advanced financial analytics are more prepared to predict future trends and 

improve how capital is used [64], [65]. Besides, using balanced scorecards and other performance measures 

provides a more detailed insight into how the business is doing financially [66]. 

Although these improvements have been made, it is still hard to achieve the same accounting practices 

worldwide. Equally, differences in what firms have to reveal and in regional regulatory rules frequently make 

it hard for international operations [67], [68]. It has been reported by the industry that such differences in data 

can result in confusion when dealing with finances in international business [69]. New research suggests that 

the gaps need to be closed using a uniform set of regulations [70]. 

Technology is used in accounting systems to make sensitive financial data safer and more protected. Many 

organizations are focusing on cybersecurity by adopting strong ways to protect their data [71], [72]. They 

prevent assaults on the system and build more faith among stakeholders in financial reports [73]. It has also 

been shown through research that ongoing training and development help people make better use of accounting 

information systems. Personnel keep their knowledge current and learn to use new technology to manage the 

companyôs IS tools [74], [75]. Furthermore, a number of studies from different fields show that properly 

designed training significantly boosts efficiency in businesses [76]. 

Over recent decades, how accounting information systems are used together has changed a great deal. The move 

from manual bookkeeping to modern, computerized bookkeeping marks changes in the way economies operate 

and advance with technology [77], [78]. A major reason for this evolution is the governmentôs constant focus 

on transparency and accountability [79]. 

Because the business world is constantly evolving, it is crucial to keep developing accounting methods. 

Technologies such as artificial intelligence (AI) and blockchain are being considered to improve data integrity 

even more [80], [81]. Since these modern techniques play a key role in facing new issues, financial statements 

continue to be significant [82]. 

Accounting information systems are expected to develop positively moving forward. More and more, 

organizations are relying on modern technologies, and strong agreements between tech and financial companies 

push these innovations [83], [84]. The more these partnerships advance, the more global accounting standards 

are being redefined [85], [86]. 

Accounting practices have changed greatly because of globalization. The international acceptance of certain 

trade deals and rules has greatly affected accounting standards [87], [88]. The worldôs interconnectedness 

requires nations to cooperate and oversee operations beyond regional borders [89]. Multinational corporations 

are now adjusting their information systems to suit international standards [90]. 

Emerging market organizational problems are aggravated by changing economic developments with the 

accompanying changing regulatory environments. Specialists propose that bespoke regulatory regimes in 

conjunction with localized ICT solutions are required in addressing such markets' respective requirements [91], 

[92]. Recent economic research suggests that anticipatory changes in accounting systems lie at the center of 

determining overall market stability [93]. The strength of an organization's internal controls goes a long way in 

deciding the success of its accounting systems. The strict internal checks and audits of compliance guarantee 
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that financial information is strong and in line with ground realities [94], [95]. Internal control systems are 

constantly streamlining and have hence led to better performance measures [96]. In addition to periodic 

reporting, accounting information systems are at the core of strategic risk management systems. They facilitate 

real-time tracking of financial indicators, allowing organizations to manage market movements on a timely basis 

[97], [98]. Risk managers also benefit from the use of predictive analytical tools and scenario planning as part 

of existing IS platforms [99]. Technological refresh and periodic upsizing make sound risk management practice 

[100].

2. Literature  study and hypothesis development 

The academic discourse surrounding accounting information systems is expanding as researchers increasingly 

focus on the interplay between technology, regulation, and market performance. Key studies have documented 

the positive correlation between advanced IS implementation and improved financial outcomes for firms in 

competitive environments [101], [102]. Both quantitative and qualitative analyses confirm that technology-

driven improvements in accounting practices yield significant gains in operational performance [103]. 

Accounting information systems are widely recognized as the backbone of modern financial management. Their 

role in trackingðand increasingly forecastingðbusiness outcomes underscores the transformative power of 

technological integration within the financial domain [104], [105]. Continued evolution and integration of these 

systems are essential for sustaining economic progress and ensuring that organizations remain agile in the face 

of emerging challenges [106]. 

Contemporary challenges such as digital currencies and fintech innovations further underscore the necessity for 

robust accounting systems. These systems are increasingly required to integrate emerging financial instruments 

and ensure that novel transactions are accurately recorded [107], [108]. Industry experts forecast that emerging 

technologies will blur the traditional boundaries between classical accounting and modern, technology-driven 

financial management [109]. 

A comprehensive review of recent literature reinforces that improved accounting information systems are 

directly linked to enhanced corporate performance and long-term sustainability. Empirical studies have 

demonstrated that advanced IS implementation is associated with increased organizational agility and more 

effective capital allocation [110], [111]. Case studies from diverse industries confirm that investing in cutting-

edge information systems leads to measurable improvements in profitability and resource efficiency [112]. 

Policy interventions aimed at ensuring transparency and standardization are gaining momentum worldwide. 

Regulatory bodies continue to refine frameworks governing financial reporting, striving to ensure greater 

consistency and comparability of financial data [113], [114]. These evolving regulations have significant 

implications for both multinational corporations and small-to-medium enterprises, driving them to adjust their 

reporting practices to remain compliant and competitive [115]. 

As organizations move forward, the continuous investment in more robust and interconnected accounting 

information systems remains critical. Emerging trends in artificial intelligence, machine learning, and 

blockchain technologies promise to revolutionize traditional financial paradigms by facilitating improved 

governance, operational efficiency, and financial resilience [116], [117]. Industry leaders advocate for the closer 

alignment of technological innovation with rigorous accounting protocols as the global financial ecosystem 

evolves [118]. The drive toward more interconnected accounting information systems also reflects a collective 

effort by industries, academic institutions, and regulatory bodies to foster a transparent and efficient financial 

ecosystem. This synergy is expected to pave the way for more innovative, responsive, and sustainable financial 

management practices [119]. Ultimately, such collaborative approaches will ensure that organizations not only 

meet current challenges but also thrive in the face of future economic uncertainties [120]. 
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3. Quality of accounting information systems and financial performance 
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The characteristics of IS outputs are relevant to the usage of accounting systems and the quality of accounting 

information systems [95]. In particular, in organizational contexts, the quality of accounting information is 

critical [55]. This component is a legitimate concept in the present AIS success model, since accounting 

information quality may properly measure IS effectiveness in different scenarios, including AIS-oriented 

domains [39]. Since the usage of AIS depends on user views on information quality, the quality of the 

information supplied by AIS is crucial to the management level and financial performance of banks [112]. The 

capacity of AIS to produce information, record, and depict calls for ideal oversight and management outside 

formal organizational boundaries [105]. According to Alrubaiee, AIS is successful in gathering fast, reliable 

information that satisfies regulatory standards and supports bank operations and financial performance [53]. 

Accuracy, speed, completeness, and consistency were found to be model predictors by Idris and Mohamed, who 

also underlined that the quality of accounting information is a legitimate source of knowledge [57]. The current 

study's premise is that the application of financial dependability would be favorably stimulated by high 

information quality in AIS. Based on the common causes of users reaching their objectives, information quality 

has a major impact on financial performance [95]. As a result, the following theories were created: 

4. Reliability  of financial information , accounting information systems, and financial performance 
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5. Methodology 
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6. Results and discussion  
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