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Abstract:

The objective of this study is to examine the impact of digitalization on financial and accounting processes in modern banking, focusing on
the opportunities and challenges of this transformation. This study employed a qualitative research approach using semi-structured
interviews. The sample consisted of 17 financial and accounting managers and experts from banks in Tehran, selected through purposive
sampling. Data were collected until theoretical saturation was achieved and analyzed using NVivo software and qualitative content analysis.
The results indicated that digitalization in financial and accounting processes in modern banking has led to increased accuracy, improved
efficiency, reduced operational costs, and enhanced information security. Additionally, participants identified cybersecurity threats,
employee resistance to technological changes, and regulatory challenges as significant barriers to digitalization. Managerial support,
employee training, and technological infrastructure development were recognized as key factors for successful digital transformation.
Despite its numerous advantages, the adoption of digitalization in modern banking requires proper technological infrastructure, supportive
regulations, and adequate employee training. Digitalizing financial and accounting processes offers significant opportunities to optimize

banking operations, but overcoming existing challenges is essential for realizing these benefits.
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Extended Abstract

Introduction
The digitalization of financial and accounting processes has significantly transformed the modern banking industry. With
rapid technological advancements, financial institutions have increasingly integrated artificial intelligence (Al), machine

learning, blockchain, and cloud computing into their operational frameworks to enhance efficiency, accuracy, and security
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(Vasarhelyi et al., 2018). Digital transformation in banking has not only improved the speed and accuracy of financial
transactions but has also reshaped financial reporting, auditing, and compliance practices (Brynjolfsson & McAfee, 2017). The
adoption of Al-driven tools and automated accounting systems has reduced human errors, increased transparency, and
facilitated real-time data access for decision-making (Kokina & Davenport, 2017).

One of the most notable advantages of digitalization in banking is the enhancement of financial security through
technologies such as blockchain. Blockchain technology has been widely adopted by banks to prevent fraud, improve
transaction transparency, and ensure the immutability of financial records (Zhang et al., 2020). This has led to a more secure
financial environment where transactions can be traced and verified with higher accuracy. Furthermore, cloud-based
accounting systems have enabled financial institutions to store and manage vast amounts of financial data efficiently while
ensuring compliance with regulatory standards (Schmidt et al., 2019).

Despite these advancements, digitalization in financial and accounting processes also presents challenges. One of the most
pressing concerns is cybersecurity. The increased reliance on digital financial systems has made banks more vulnerable to
cyber threats and data breaches, requiring robust security measures to protect sensitive financial information (Wang et al.,
2021). Additionally, organizational resistance to technological change remains a significant barrier to digital transformation.
Employees accustomed to traditional accounting practices often resist the adoption of digital tools due to concerns about job
displacement and lack of technical expertise (Lapointe & Rivard, 2018). Moreover, regulatory frameworks in many countries
have not yet fully adapted to the complexities of digital financial processes, creating legal uncertainties that hinder the
widespread adoption of digital accounting technologies (PwC, 2020).

Given these opportunities and challenges, this study aims to analyze the effects of digitalization on financial and
accounting processes in modern banking. By conducting a qualitative investigation, the study explores the benefits,
challenges, and key success factors associated with digital transformation in the banking sector.

Methods and Materials

This study employed a qualitative research approach using semi-structured interviews with 17 financial and accounting
managers and experts from banks in Tehran. The participants were selected through purposive sampling, ensuring that
individuals with relevant expertise in financial digitalization were included. Data collection continued until theoretical
saturation was reached, meaning no new themes emerged from additional interviews. The interviews focused on
participants’ experiences, challenges, and perspectives regarding the digitalization of financial and accounting processes.

The collected data were analyzed using qualitative content analysis through NVivo software. First, raw interview
transcripts were coded, identifying key themes and patterns related to the digitalization of financial and accounting
processes. Next, axial coding was conducted to group related concepts under broader categories. The final stage involved
selective coding, where core themes were extracted to construct a comprehensive understanding of digitalization’s impact
on financial processes in modern banking. The findings were validated through participant review, ensuring the credibility
and reliability of the analysis.

Findings

The results of the study indicated that digitalization has significantly improved the accuracy and efficiency of financial and

accounting processes in modern banking. Participants emphasized that automated accounting systems and Al-driven financial
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tools have minimized human errors and facilitated real-time transaction monitoring. These advancements have led to more
precise financial reporting, ensuring compliance with regulatory requirements.

Another key finding was the reduction in operational costs associated with digital financial systems. Many participants
noted that the implementation of cloud-based accounting solutions and Al-powered financial management tools has
eliminated redundant manual processes, reducing labor costs and improving workflow efficiency. Additionally, digitalization
has enhanced data accessibility, allowing financial institutions to retrieve and analyze financial records with greater ease and
accuracy.

However, the study also identified major challenges in adopting digital accounting technologies. Cybersecurity concerns
were highlighted as a primary obstacle, with participants expressing concerns over data breaches and hacking threats. Many
financial institutions are still struggling to implement robust security protocols to protect sensitive financial information from
cyberattacks.

Resistance to change among employees was another significant barrier. Participants reported that staff members
accustomed to traditional financial procedures were hesitant to transition to digital accounting systems. The lack of adequate
training programs for employees was cited as a contributing factor to this resistance. Without proper education and support,
many employees perceive digitalization as a threat to job security rather than an opportunity for process improvement.

Regulatory challenges also emerged as a critical issue. Participants pointed out that existing legal frameworks in financial
reporting and compliance have not yet fully adapted to digital accounting technologies. Ambiguities in digital financial
regulations create compliance challenges for banks, delaying the full adoption of digital financial systems.

Despite these challenges, the study found that managerial support, employee training, and technological infrastructure
development were key enablers of successful digital transformation in banking. Participants stressed the importance of top
management commitment to driving digital adoption, as leadership support fosters a culture of innovation and reduces
resistance to change. Additionally, structured training programs were identified as essential for equipping employees with
the necessary skills to operate digital financial tools effectively. Lastly, financial institutions that invested in advanced
technological infrastructure reported smoother transitions to digital accounting processes with fewer disruptions.

Discussion and Conclusion

The findings of this study suggest that digitalization has had a profound impact on the efficiency, accuracy, and security of
financial and accounting processes in modern banking. Automated accounting systems and Al-powered financial tools have
played a crucial role in reducing human errors, streamlining financial operations, and improving compliance with regulatory
standards. Additionally, digital transformation has significantly lowered operational costs by reducing the reliance on manual
accounting practices and improving workflow automation.

However, despite these benefits, several challenges remain. Cybersecurity threats pose a considerable risk to digital
financial systems, necessitating the implementation of advanced security measures to safeguard sensitive financial data.
Employee resistance to digitalization continues to hinder the adoption of new technologies, highlighting the need for
comprehensive training programs that equip staff with the necessary technical skills. Moreover, regulatory uncertainties have
created legal barriers to digital transformation, underscoring the importance of updating financial regulations to align with

digital advancements.
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This study highlights the importance of strategic managerial support in overcoming these challenges. Leadership
commitment is essential in fostering a culture of digital innovation and addressing organizational resistance. Financial
institutions must also prioritize investments in cybersecurity measures and employee training programs to ensure a smooth
transition to digital accounting systems.

Overall, digitalization presents significant opportunities for optimizing financial and accounting processes in modern
banking. However, to fully leverage its potential, banks must address the associated risks and challenges through proactive
strategies. By embracing digital transformation while mitigating security, regulatory, and workforce-related challenges,
financial institutions can enhance efficiency, accuracy, and transparency in financial management.
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