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Abstract: This study investigates how the digital transformation of payment systems influences financial reporting quality within
modern organizational environments. Using a quantitative research design and data collected from 260 financial and accounting
professionals, the study evaluates core dimensions of digital transformation digital payment adoption, transaction automation, system
integration efficiency, and internal control strengthand their effects on key reporting attributes such as accuracy, timeliness,
completeness, and reliability. Confirmatory Factor Analysis and Structural Equation Modeling reveal that all digital transformation
variables significantly and positively affect financial reporting quality, with system integration efficiency playing a partial mediating
role between digital payment adoption and reporting outcomes. The results further demonstrate that organizations with advanced IT
capabilities and stronger controls benefit more substantially from digital payment modernization. Overall, the findings highlight that
digital payment ecosystems serve not only as operational tools but as strategic enablers of transparent, accountable, and high-quality
financial reporting. The study offers actionable insights for practitioners and policymakers seeking to enhance financial governance

through technological innovation.
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INTRODUCTION

Digital transformation as a driver of financial
system modernization

The rapid evolution of digital technologies has
fundamentally reshaped the global financial
landscape, particularly in the domain of payment
systems (Palmié et al, 2020). Advancements in
mobile payments, real-time transaction platforms,
distributed ledger technologies, and automated
reconciliation tools have redefined how financial
transactions are initiated, processed, and recorded
(Leinonen, 2016). As organizations increasingly
adopt digital payment infrastructures, they gain
access to faster, more secure, and more transparent
financial processes (Nwangene et al., 2021). This
transformation not only alters operational
efficiency but also influences the accuracy and
reliability of financial information. In this context,
understanding how digital transformation in
payment systems affects financial reporting quality
has become a crucial research imperative,
especially for organizations seeking accountability,
compliance, and improved governance (Scardovi,
2017; Adams et al., 2019).

Role of digital payment systems in enhancing
transactional accuracy

Traditional payment systems often suffer from
manual errors, delays, and limitations in data
traceability. Digital payments, by contrast,

(Téllez & Zeadally, 2017). Automated data
capturing and seamless integration with accounting
platforms reduce the risks of human error while
improving the precision of financial records
(Ogunyemi, 2021). Because digital payment
systems operate with embedded validation
protocols and audit trails, they enhance transaction
integrity—a foundational requirement for high-
quality financial reporting (Vagadia, 2020). These
features create an environment where financial
data becomes more consistent, timely, and reliable,
thereby contributing directly to improved reporting
outcomes (Vardon et al., 2028).

Impact of digital traceability on transparency
and accountability

One of the most critical contributions of digital
payment technologies is the enhanced traceability
they bring to financial processes (Nwangene et al.,
2021). Every transaction executed through digital
platforms leaves behind a time-stamped, system-
generated footprint, which strengthens internal
controls and facilitates external audits (Goto,
2019). This traceability promotes better oversight,
reduces opportunities for fraud, and supports the
timely identification of anomalies. Given that
transparency and accountability are core attributes
of financial reporting quality, digital payment
systems act as key enablers in building trustworthy

generate instantaneous, structured, and verifiable financial  disclosures  (Hope  Sr,  2017).
transaction records that minimize discrepancies Governments, regulatory agencies, and
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organizations increasingly recognize that digital
transaction ecosystems offer a more robust
foundation for compliant reporting practices
(Buckley et al, 2020; van den Broek & van
Veenstra, 2018).

Integration of digital payments with financial
reporting frameworks

Modern enterprises are shifting towards integrated
financial ecosystems where payment systems
connect seamlessly with enterprise resource
planning (ERP), accounting software, and financial
analytics tools (Mohammed, 2021). Such
integration ensures real-time data flow between
operational transactions and financial reporting
processes, resulting in improved accuracy of
ledger entries, faster period closures, and more
precise financial statements (Fikri et al., 2019).
Digital integration also supports advanced
reporting  functions such as  automated
reconciliations, system-generated alerts, and data
validation checks (Collen & Nelson, 2015). These
capabilities reduce reporting delays and strengthen
the credibility of financial information, illustrating
how digital transformation acts as an essential
catalyst for reporting quality improvement
(Udokporo et al., 2020).

Research gap and rationale for examining
reporting quality implications

While numerous studies have examined the
efficiency and security benefits of digital payment
systems, limited empirical research has explored
their specific influence on financial reporting
guality. Most existing literature focuses on
operational or consumer-centric outcomes, leaving
a gap in understanding the internal reporting
implications for organizations (Omarini, 2015;
Hazarika & Zhang, 2019). This study addresses
this research void by analyzing how digital
transformation in payment systems contributes to
accuracy, completeness, timeliness, and reliability
of financial reporting (Werner et al., 2021). By
bridging this gap, the research offers meaningful
insights for policymakers, auditors, financial
managers, and technology designers who aim to
strengthen governance and reporting standards
through digital innovation.

METHODOLOGY

Research design and conceptual framework
This study adopts a quantitative, cross-sectional
research design to examine how digital
transformation of payment systems influences
financial reporting quality within organizational
settings. The conceptual framework positions

Digital Transformation of Payment Systems
(DTPS) as the primary independent variable and
Financial Reporting Quality (FRQ) as the
dependent variable. Several mediating and
moderating  dimensions, including  system
integration efficiency, internal control strength,
and data accuracy level, are incorporated to
explain the interaction between digital payment
adoption and reporting outcomes. The framework
is grounded in theories of Information Systems
Success, Technology—Organization—Environment
(TOE), and Financial Reporting Quality models,
ensuring a robust theoretical foundation for
empirical testing.

Operational definition of variables and
parameters

Digital transformation of payment systems is
measured through indicators such as extent of
digital payment adoption, automation of
transaction  processing, real-time  reporting
capability, integration with accounting systems,
use of blockchain or encrypted systems, and
electronic audit trail availability. These parameters
collectively represent the sophistication and
maturity of digital payment infrastructure within
an organization. Financial reporting quality is
assessed using dimensions including accuracy,
timeliness, completeness, consistency,
verifiability, and compliance with standards.
Additional control variables—such as firm size,
sector type, |IT capability, and regulatory
environment—are included to isolate the true
effect of digital transformation on reporting
quality. All constructs are measured using a 5-
point Likert scale, validated through prior studies
and expert review.

Sampling design and data collection procedures
The study employs a purposive sampling
technique targeting financial managers,
accountants, auditors, and IT officers across public
and private organizations that have implemented
digital payment  systems. A  structured
questionnaire is used as the primary data collection
instrument, distributed electronically through
email and professional networks. The target
sample size ranges from 220-300 respondents,
which ensures statistical adequacy for multivariate
analysis. Prior to final administration, a pilot
survey of 30 respondents is conducted to test the
reliability, clarity, and internal consistency of the
items. Cronbach’s alpha values exceeding 0.70
confirm the instrument’s reliability. Ethical
considerations, including informed consent and
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confidentiality, are strictly maintained throughout
the data collection process.

Measurement model and reliability assessment

The relationships among the constructs are
assessed using a two-stage analytical approach.
First, Confirmatory Factor Analysis (CFA) is
conducted to examine factor loadings, convergent
validity, discriminant validity, and construct
reliability. Metrics such as Average Variance
Extracted (AVE), Composite Reliability (CR), and
model fit indices (RMSEA, CFI, TLI, y?/df) are
used to validate the measurement model. Items
with standardized loadings below 0.50 are
removed to enhance construct clarity. The CFA
ensures that the variables defining DTPS and FRQ
are statistically sound prior to structural testing.

Structural analysis and hypothesis testing

Following measurement validation, Structural
Equation Modeling (SEM) is applied to test the
hypothesized influence of digital transformation of
payment systems on financial reporting quality.
Path coefficients, significance levels (p-values),
and standardized beta values are analyzed to
determine the strength of causal relationships.
Mediation effects of system integration efficiency
and internal control strength are assessed using the
bootstrapping method, while moderation effects of
firm size and IT capability are examined using
interaction terms. Additionally, multiple regression
analysis is conducted to cross-validate the SEM

results and ensure robustness of findings across
models.

Data diagnostics and robustness checks

To ensure accuracy of statistical interpretation,
several data diagnostics are performed, including
tests for normality, multicollinearity (VIF),
common method bias (Harman’s single factor
test), and heteroscedasticity. Outlier detection
techniques such as Mahalanobis distance are used
to refine the dataset. Sensitivity analysis is carried
out to test the stability of results across different
organizational categories and payment technology
maturity levels. These steps strengthen the
credibility and generalizability of the study’s
conclusions.

RESULTS

The analysis began with evaluating the overall
distribution and central tendencies of the major
constructs used in the study (Table 1). Results
indicated consistently high levels across all
dimensions of digital transformation and reporting
quality, with Financial Reporting Quality (FRQ)
recording the highest mean score (M = 4.22),
followed closely by Digital Payment Adoption
(DPA) (M = 4.12) and Internal Control Strength
(ICS) (M = 4.08). These patterns suggest that
organizations have already reached substantial
maturity in  integrating  digital = payment
technologies and internal control mechanisms,
providing a strong foundation for enhanced
reporting practices.

Table 1. Descriptive statistics of major constructs (N = 260)

Construct

Mean | SD | Min | Max

Digital Payment Adoption (DPA)

412 ]0.61]240]5.00

Transaction Automation Level (TAL) | 4.05 | 0.72 | 2.10 | 5.00

System Integration Efficiency (SIE)

3.98 |0.66 | 2.00 | 5.00

Internal Control Strength (ICS)

4.08 |0.57|2.80|5.00

Financial Reporting Quality (FRQ)

422 1054290 |5.00

The measurement model was validated through
Confirmatory Factor Analysis, and all constructs
exhibited statistically acceptable loading ranges,
strong convergent validity, and high internal
consistency values (Table 2). The AVE (0.59—
0.68) and CR (0.87-0.91) values for all constructs
met the recommended thresholds, confirming the

reliability of the instruments. Model fit indices
such as RMSEA = 0.046, CFI = 0.957, and TLI =
0.948 further verified that the measurement model
fits the observed data adequately. These findings
illustrate that the constructs representing digital
transformation dimensions and reporting quality
were measured with high psychometric accuracy.

Table 2. Confirmatory factor analysis results

Construct | Factor Loading Range | AVE | CR | Cronbach’s a
DPA 0.71-0.84 0.63 | 0.88 | 0.86
TAL 0.68-0.82 0.59 1087 0.84
SIE 0.70-0.88 0.66 | 0.90 | 0.88
ICS 0.73-0.85 0.64 | 0.89]0.87
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| FRQ | 0.75-0.89

0.68 |0.91]0.89 |

Model Fit Indices: y*/df = 2.11, RMSEA = 0.046,
CFI=0.957, TLI = 0.948 — Acceptable fit

Structural Equation Modeling (SEM) was
employed to test the hypothesized relationships,
and all direct effects demonstrated statistically
significant positive impacts on reporting quality
(Table 3). Specifically, Digital Payment Adoption
(B = 0.42, p < 0.001), Transaction Automation
Level (B = 0.28, p = 0.004), System Integration
Efficiency (B = 0.33, p < 0.001), and Internal
Control Strength (B = 0.37, p <0.001) each exerted

meaningful influence on Financial Reporting
Quality. Furthermore, the mediation analysis
revealed that System Integration Efficiency plays a
partial mediating role in strengthening the
relationship between digital payment adoption and
reporting quality outcomes. These results confirm
that organizations achieving better integration
between payment systems and accounting
processes tend to exhibit higher reporting
accuracy, timeliness, and reliability.

Table 3. Structural equation model (SEM) path coefficients

Hypothesized Relationship B p-value | Result

DPA — FRQ 0.42 | <0.001 | Supported
TAL — FRQ 0.28 | 0.004 | Supported
SIE — FRQ 0.33 | <0.001 | Supported
ICS — FRQ 0.37 | <0.001 | Supported
DPA — SIE (Mediation path) | 0.46 | <0.001 | Supported
SIE — FRQ (Mediation effect) | 0.29 | <0.001 | Supported

A robustness check was conducted through a
multiple regression model, which produced
consistent outcomes with the structural model
(Table 4). The combined predictors explained 58%

transformation variables. Firm size and IT
capability, included as control variables, also
exhibited modest yet significant effects, indicating
that organizational characteristics influence how

of the variation in financial reporting quality (R? = effectively digital tools improve reporting
0.58), reaffirming the strength of the digital functions.
Table 4. Regression model for robustness check

Predictor B SE |t p-value

DPA 0.39 | 0.06 | 6.41 | <0.001

TAL 0.25 | 0.07 | 3.58 | <0.001

ICS 0.32 | 0.05 | 6.05 | <0.001

Firm Size (Control) 0.12 | 0.04 | 2.84 | 0.005

IT Capability (Control) | 0.15 | 0.04 | 3.11 | 0.002
Visual representations further support the Additionally, Figure 2, a cluster dendrogram,
guantitative findings. Figure 1 shows a radar chart groups the constructs based on similarity,

illustrating the mean levels of each construct,
highlighting the uniformly high performance
across digital payment adoption, transaction
automation, system integration, internal control,
and reporting quality. The balanced shape of the
radar plot visually reinforces the maturity of digital
practices among  sampled  organizations.

revealing two major clusters: one comprising
digital payment adoption and transaction
automation, and another comprising internal
control strength and financial reporting quality.
System integration efficiency links these clusters,
visually demonstrating its mediating structural
position in the analytical model.

Copyright © 2022 The Author(s): This work is licensed under a Creative Commons Attribution- NonCommercial-NoDerivatives 4.0

(CC BY-NC-ND 4.0) International License
Publisher: SARC Publisher



Darteh, F. K. Jr. Eco. Int. Tech. vol-1, issue-2 (2025) pp-1-8
Digital Payment
System
4‘95 Integration
Transac’gon Efficiency
Automation
4.08
Level
422
Integ;ﬁasl Financal
Control geuzcl)igng
Strength
Internal Control
Figure 1: Radar chart of construct performance level
Digital Transaction Internal  Financial
Payment Automation System Control Reporting
Adoption Level Integration Strength Quality
Figure 2: Cluster dendogram
DISCUSSION payment technologies gain substantial

Digital transformation as a catalyst for
improved reporting quality

The findings of this study confirm that the digital
transformation of payment systems significantly
enhances the quality of financial reporting. As
evidenced in Table 3, digital payment adoption (j3
= 0.42) and transaction automation ( = 0.28) exert
strong, positive influences on reporting quality,
indicating that organizations that embrace modern

improvements in accuracy and timeliness of
financial information (Polak et al., 2020). These
results align with global trends where digitized
transactions reduce manual intervention, minimize
clerical error, and generate real-time transactional
data streams (FAGBORE et al., 20202). The high
mean values observed across all digital
transformation variables (Table 1) further support
the notion that organizations operating in digital-
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first environments naturally develop more reliable
reporting structures (Gupta & Bose, 2022).

Role of Automation and System Integration in
Strengthening Reporting Processes

The analysis demonstrates that automation and
system integration serve as important structural
pillars linking payment modernization to reporting
accuracy (Gunisity & Vandanapu, 2024).
Transaction automation and system integration
efficiency were both significant predictors of
reporting quality (Table 3), affirming that seamless
data movement from payment interfaces to
accounting systems reduces reconciliation delays
and improves ledger precision (Ogedengbe et al.,
2022). The dendrogram representation (Figure 2)
visually supports this relationship by grouping
digital payment adoption, automation, and system
integration into a closely linked cluster. This
suggests that automation does not act in isolation;
rather, it interacts with integrated system
architecture to ensure smooth flows of validated
financial data across organizational platforms
(Fikri et al., 2019).

Internal Control Strength as a Reinforcing
Mechanism

A notable outcome from the study is the strong
role played by internal control strength (B = 0.37)
in enhancing financial reporting quality. Internal
control emerged not merely as a supporting
variable but as an integral driver of reliable
reporting. Organizations with stronger internal
controls likely have better audit trails, more
consistent documentation, and higher compliance
with regulatory expectations (Babalola, 2020). The
high average score of internal control strength (M
= 4.08 in Table 1) indicates that most
organizations have already made significant
progress in implementing digital-enabled control
mechanisms (Weerakkody et al., 2016). These
findings align with prior regulatory and auditing
literature, which shows that digital monitoring
tools, automated approval workflows, and
computerized error checks significantly improve
regulatory ~ compliance  and  transparency
(Adesanya et al., 2021).

System Integration as a Partial Mediator in
Digital-Reporting Relationships

One of the most important findings is the partial
mediation of system integration efficiency in the
link between digital payment adoption and
financial reporting quality (Table 3). The SEM
analysis demonstrates that system integration not
only has a direct influence on reporting quality but

also enhances the impact of digital payment
adoption by providing structured pathways for
transaction data to enter the accounting
environment (Alonge et al., 2024). This is further
illustrated in Figure 1, where the radar chart shows
a consistent and balanced performance among all
constructs, suggesting that integration acts as the
central bridging mechanism that unifies digital
payment data with reporting outputs (Seele, 2016).
This mediation effect indicates that simply
adopting digital payment tools is insufficient
unless supported by integrated, interoperable
systems (Sahu & Singh, 2018).

Organizational Readiness and Structural
Capacity as Influencing Factors

The robustness model (Table 4) reveals that
organizational characteristics such as firm size and
IT capability influence the effectiveness of digital
transformation initiatives (Chen et al., 2016).
While these controls contribute smaller effects
relative to the primary variables, their significance
suggests that larger or technologically advanced
organizations are better equipped to leverage
digital payment tools for reporting improvements
(Pramanik et al, 2019; Kokina & Blanchette,
2019). This finding highlights the importance of
organizational readiness firms with mature
technological infrastructures and  adequate
financial resources are more capable of adopting
integrated payment solutions and automated
reporting systems (Al Hadwer, 2021).

Implications for Practice and Policy in
Financial Governance

Finally, the combined evidence from Tables 1-4
and Figures 1-2 suggests that digital
transformation in payment systems is not merely a
technical upgrade but a strategic driver of
improved financial governance. The strengthened
audit trails, real-time transaction visibility, and
system-driven validation mechanisms create an
environment where financial reporting quality
naturally improves (Zohuri & Moghaddam, 2017).
Policymakers and regulators may thus consider
encouraging or mandating digital payment
infrastructures and interoperability standards to
enhance reporting reliability across sectors
(Malaguti, 2015). Organizations, in response, must
prioritize system integration, automation, and
internal control enhancement to fully realize the
governance benefits of digital transformation
(ODETUNDE et al., 2021).
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