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Abstract:

This study aims to examine the barriers to the adoption and implementation of blockchain-based financial
reporting systems in financial organizations. This research was conducted using a qualitative approach V4

with semi-structured interviews. A purposive sampling method was used, and 27 experts in finance, accounting, and information
technology from organizations in Tehran participated in the study. Data collection continued until theoretical saturation was reached, and
the data were analyzed using NVivo software and the qualitative content analysis method. The results indicated that adopting and
implementing blockchain in financial reporting faces multiple organizational, technical, and regulatory barriers. At the organizational level,
managerial and employee resistance to change and a lack of technical knowledge were the primary inhibitors. From a technical perspective,
scalability limitations, incompatibility with legacy systems, and high implementation costs were identified as key challenges. At the
regulatory level, a lack of legal clarity, ambiguity in legal responsibility, and concerns over data security and privacy emerged as significant
obstacles. Despite these challenges, organizations recognize blockchain’s potential in enhancing transparency and efficiency in financial
systems. To facilitate its adoption, it is recommended that clear legal frameworks be developed, investments in workforce training be

increased, and IT infrastructures be improved to integrate blockchain with existing financial systems.
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Extended Abstract

Blockchain technology has gained significant attention in recent years due to its potential to transform various sectors,
including financial reporting. As a decentralized and distributed ledger system, blockchain enables secure, immutable, and
transparent recording of financial transactions, reducing fraud and increasing trust in financial data. These characteristics
make blockchain an attractive solution for improving financial reporting systems, particularly in addressing issues related to
transparency, data integrity, and operational efficiency (Nakamoto, 2008). The financial reporting process traditionally relies
on centralized and intermediary-based models, which can lead to inefficiencies, errors, and security vulnerabilities (Dai &
Vasarhelyi, 2017). The adoption of blockchain technology has been proposed as a means of mitigating these challenges by

enhancing the accuracy, accessibility, and reliability of financial data (Peters & Panayi, 2016).
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Despite its advantages, the adoption and implementation of blockchain in financial reporting have encountered significant
challenges. One of the primary barriers is organizational resistance to change. Many organizations, particularly those with
long-standing financial practices, are hesitant to transition to new technologies due to concerns about cost, integration
difficulties, and workforce readiness (Venkatesh, Thong, & Xu, 2012). Furthermore, the complexity of blockchain technology
requires specialized knowledge that is often lacking in traditional financial institutions (Carlozo, 2017). Without adequate
training and technical expertise, the successful deployment of blockchain-based financial reporting systems remains
uncertain (Schmidt & Cohen, 2013).

Technical limitations are another major obstacle to blockchain adoption in financial reporting. Scalability issues, processing
speeds, and integration with legacy financial systems pose significant challenges (Gervais et al., 2016). Unlike traditional
centralized financial databases that can process high volumes of transactions quickly, blockchain-based systems often suffer
from slower transaction speeds and increased computational demands (Crosby et al., 2016). Additionally, the integration of
blockchain with existing financial reporting infrastructures requires extensive modifications, further complicating its
implementation (Hughes et al., 2019).

Regulatory and legal challenges also hinder the widespread adoption of blockchain in financial reporting. The lack of clear
legal frameworks and regulations surrounding blockchain usage in financial reporting creates uncertainty for organizations
seeking to implement this technology (Zohar, 2015). Issues related to data privacy, legal accountability, and compliance with
financial reporting standards further complicate adoption efforts (De Filippi & Wright, 2018). In some cases, regulatory bodies
have yet to establish clear guidelines on how blockchain-based financial reporting should align with existing legal and
compliance requirements (European Commission, 2019).

Given these challenges, this study aims to investigate the barriers to the adoption and implementation of blockchain-
based financial reporting systems. By identifying key organizational, technical, and regulatory challenges, this research
provides insights into the factors inhibiting blockchain adoption in financial reporting and suggests potential strategies for
overcoming these obstacles.

Methods and Materials

This study employed a qualitative research approach using semi-structured interviews to explore the barriers to blockchain
adoption in financial reporting. The research sample consisted of 27 participants, including financial experts, accountants,
and IT professionals working in financial institutions in Tehran. Participants were selected using purposive sampling, ensuring
that they had relevant experience with financial reporting and familiarity with blockchain technology.

Data collection continued until theoretical saturation was reached, meaning that no new information emerged from
additional interviews. The interview questions focused on participants' experiences, perceptions, and challenges related to
the adoption and implementation of blockchain-based financial reporting systems. Interviews were recorded, transcribed,
and analyzed using NVivo software.

Thematic analysis was conducted to identify patterns and key themes in the data. The data analysis process involved open
coding to extract initial concepts, axial coding to group related concepts into subcategories, and selective coding to identify
overarching themes related to barriers in blockchain adoption. The final results were organized into three primary categories:
organizational barriers, technical barriers, and regulatory barriers.

Findings




ACCOUNTING, FINANCE AND COMPUTATIONAL INTELLIGENCE

The analysis of interview data revealed multiple barriers to blockchain adoption in financial reporting, categorized into
organizational, technical, and regulatory challenges.

Organizational barriers emerged as a significant hindrance to blockchain adoption. Participants frequently mentioned
resistance to change among employees and management as a major obstacle. Many financial institutions operate under rigid,
traditional frameworks, making the transition to blockchain-based systems difficult. A lack of technical expertise among
financial professionals was also identified as a major barrier. Organizations often struggle with training employees and
developing the necessary skills for blockchain implementation. Additionally, limited managerial support for blockchain
adoption further exacerbated these challenges, as many executives remain skeptical about the cost-effectiveness and
practicality of transitioning to a decentralized reporting system.

Technical barriers also played a critical role in limiting blockchain adoption. Scalability issues were among the most
frequently mentioned technical concerns. Participants noted that blockchain networks often experience delays in processing
financial transactions due to their consensus mechanisms. Additionally, integrating blockchain with existing financial systems
posed a major challenge, as most organizations currently rely on centralized reporting platforms that are incompatible with
decentralized ledger technologies. The high costs associated with developing and maintaining blockchain infrastructure were
also identified as an impediment to widespread adoption. Many organizations lack the financial resources required to invest
in blockchain technology, particularly in the absence of immediate, tangible benefits.

Regulatory and legal barriers further complicated the adoption of blockchain in financial reporting. The lack of clear
regulations governing blockchain applications in financial reporting was a primary concern among participants. Many
organizations are hesitant to adopt blockchain due to uncertainties regarding legal compliance and financial regulations.
Additionally, concerns over data security and privacy were frequently mentioned. Despite blockchain’s security advantages,
participants expressed concerns about potential vulnerabilities, particularly regarding access controls and unauthorized data
manipulation. The absence of standardized regulations for blockchain-based financial reporting contributed to a lack of
confidence in the technology’s reliability and legal standing.

Discussion and Conclusion

The findings of this study align with previous research highlighting the complexities of blockchain adoption in financial
reporting. Organizational resistance to change is a well-documented challenge in the adoption of new financial technologies,
particularly when employees and management are unfamiliar with blockchain’s functionality and potential benefits. Without
a proactive approach to employee training and managerial support, blockchain adoption will likely face continued resistance.
Addressing these organizational challenges requires comprehensive training programs, organizational restructuring, and
executive buy-in to ensure a smooth transition to blockchain-based financial reporting.

Technical barriers such as scalability limitations and integration difficulties present significant obstacles to blockchain
implementation in financial reporting systems. These challenges underscore the need for improved blockchain infrastructures
capable of handling high transaction volumes with greater efficiency. Future advancements in blockchain scalability solutions,
such as layer-two technologies and optimized consensus mechanisms, may help mitigate these issues. Additionally,
developing standardized protocols for integrating blockchain with existing financial reporting systems is crucial for ensuring

compatibility and usability across different financial institutions.
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Regulatory uncertainty remains one of the most pressing challenges associated with blockchain adoption in financial
reporting. The lack of clear legal frameworks creates hesitation among organizations, as they are unsure about compliance
requirements and the potential risks of regulatory violations. Establishing well-defined regulations for blockchain applications
in financial reporting is essential to providing organizations with the confidence needed to invest in this technology.
Moreover, addressing concerns related to data security and privacy through policy development and compliance mechanisms
will be crucial in fostering greater trust in blockchain-based financial reporting systems.

Despite these barriers, blockchain technology holds significant potential for improving transparency, efficiency, and
security in financial reporting. By addressing organizational, technical, and regulatory challenges, financial institutions can
unlock the full benefits of blockchain adoption. Future research should focus on developing practical frameworks for
overcoming these barriers, exploring case studies of successful blockchain implementations, and examining the role of
regulatory agencies in shaping blockchain adoption policies.

In conclusion, while blockchain technology presents transformative opportunities for financial reporting, its widespread
adoption remains constrained by significant barriers. Overcoming these challenges requires a collaborative effort between
financial institutions, regulatory bodies, and technology developers. By fostering a supportive regulatory environment,
investing in blockchain education, and advancing technical solutions, organizations can pave the way for the successful

integration of blockchain in financial reporting systems.
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