Research in Accounting Journal
Vol 5(1) 2024 : 36-44

The Impact of Blockchain Technology Implementation on Financial
Reporting Transparency and Efficiency

Muhammad Luthfi Hamzah?'*
Zulfadli Hamzah?
Najima?Z

Economic Education Study Program, Faculty of Education, Universitas Islam Negeri Sultan
Syarif Kasim Riau, Indonesia®

Islamic Banking Study Program, Faculty of Islamic Education, Universitas Islam Riau, Indonesia?
Faculty of Education, Altysarin Arkalyk pedagogical institute, Kazakhstan'?

muhammad.luthfi@uin-suska.ac.id?®, zulfadli.hamzah@fis.uir.ac.id? najima21@gmail.com?

ABSTRACT

This study examines the impact of blockchain technology on financial reporting, focusing on its effects on
transparency, efficiency, and audit quality. The research utilized both qualitative (semi-structured
interviews) and quantitative (surveys) methods to gather data from professionals in the field of
accounting and finance. The qualitative findings suggest that blockchain enhances transparency and
efficiency in financial reporting processes, particularly through its immutable ledger and real-time access
to transaction data. Additionally, it was found that blockchain improves audit quality by providing
auditors with more reliable and verifiable data. However, the study also identified significant barriers to
blockchain adoption, including regulatory uncertainty, high implementation costs, and technical
integration challenges. The survey results, based on 100 respondents, confirmed these findings, with 85%
agreeing that blockchain improves transparency and 78% believing it enhances efficiency. Despite these
benefits, 68% of respondents cited regulatory uncertainty as a key barrier to adoption. This study
contributes to the literature on blockchain's role in financial reporting and offers insights into the
challenges and opportunities for blockchain implementation in the accounting and auditing fields.
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1. Introduction

In recent years, the emergence of blockchain technology has disrupted various
industries, and the accounting and financial reporting sectors are no exception. Blockchain,
characterized by its decentralized and immutable ledger, holds the potential to revolutionize
financial reporting practices, increasing transparency, security, and efficiency (Arianpoor &
Borhani, 2025; Almadadha, 2024). However, despite its promising features, the integration of
blockchain technology into accounting systems remains relatively underexplored, with few
studies providing comprehensive insights into its impact on the efficiency and transparency of
financial reporting. This presents an important research gap that needs to be addressed to
fully understand how blockchain can transform the financial landscape.

The potential for blockchain to enhance financial transparency has been widely
discussed (Secinaro, Dal Mas, Brescia, & Calandra, 2021; Zhang & Liu, 2021). Blockchain's
ability to provide immutable records can fundamentally improve the reliability of financial
data, thereby reducing fraudulent activities and errors in reporting (Mohtashami & Rostami,
2021). However, despite the theoretical benefits, empirical studies on blockchain's direct
influence on financial reporting processes are limited, and existing research often fails to
address how blockchain can be specifically applied to enhance efficiency and accountability in
financial reporting (Raineri & Grippa, 2020). This research gap necessitates a deeper
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exploration into the actual application of blockchain in accounting practices and its potential to
reduce inefficiencies.

Furthermore, although blockchain is frequently associated with its benefits in
cryptocurrencies and supply chain management, its integration into accounting processes
remains understudied (Tijan, Aksentijevi¢, Ivani¢, & Jardas, 2019). For example, blockchain
could streamline the financial auditing process by providing real-time, verifiable, and
transparent transaction records, yet the full implications for audit quality and financial
transparency have not been exhaustively explored (Fanning & Palmer, 2020). This research gap
highlights the need for an investigation into how blockchain can contribute to the overall
improvement of auditing and financial reporting, including its role in enhancing the efficiency
of financial data management and decision-making.

Additionally, the novelty of this research lies in its focus on the dual impact of
blockchain on both transparency and efficiency within the accounting industry. While previous
studies have examined blockchain’s role in one of these areas (Biswas & Shahin, 2021; Kumar
& Sharma, 2021), few have focused on both aspects in tandem. For instance, the potential of
blockchain to simultaneously improve audit quality and reduce transaction costs has not been
fully realized (Xie & Li, 2022). This study aims to bridge this gap by examining how blockchain
can create synergies between enhanced transparency and operational efficiency in accounting.

The goal of this research is twofold: first, to explore the impact of blockchain
technology on the transparency of financial reporting, focusing on how it improves the
accuracy and reliability of financial data (Grossi, Biancone, Secinaro, & Brescia, 2021; Zhang &
Lu, 2024); and second, to examine the effect of blockchain on the efficiency of financial
reporting, particularly in terms of streamlining processes, reducing time, and cutting costs in
financial auditing (Zhang & Liu, 2021). By addressing these two key factors, this study will
provide a holistic view of blockchain’s potential in accounting.

To achieve these goals, the research will adopt a mixed-methods approach, combining
qualitative interviews with industry professionals and quantitative analysis of existing
blockchain applications in financial reporting. Previous studies have predominantly focused on
theoretical aspects or specific use cases, but this research intends to provide more
generalizable insights applicable across various industries (Hoang, 2023; Zhang, 2021). By
examining real-world applications and challenges, this research will offer practical
recommendations for integrating blockchain into accounting systems, facilitating its adoption
and maximizing its benefits.

Furthermore, the findings of this study are expected to provide valuable insights for
regulators, policymakers, and accountants who are looking to adopt new technologies in their
operations. Previous literature has touched on the regulatory implications of blockchain
technology (lbrahim, 2023; Zhang, 2021), but the specific regulatory frameworks required to
govern blockchain's application in financial reporting remain unclear. This research will
contribute to the development of such frameworks, offering guidance on how to implement
blockchain effectively while ensuring compliance with existing financial regulations.

In conclusion, the integration of blockchain technology into financial reporting is an
underexplored area in accounting research, with significant potential for enhancing
transparency and efficiency. This study will contribute to filling the existing research gap by
providing empirical evidence on the dual impact of blockchain on both aspects of financial
reporting. Through an in-depth analysis of blockchain's potential, this research aims to inform
the future development of accounting systems that are not only more transparent but also
more efficient, ensuring that the accounting profession can adapt to the evolving technological
landscape (FasterCapital, 2024; Haryanto & Sudaryati, 2020).
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2. Literature Review

Blockchain Technology and its Theoretical Foundations

Blockchain technology emerged with the advent of cryptocurrencies, particularly
Bitcoin, but its potential extends far beyond digital currencies. At its core, blockchain is a
decentralized, distributed ledger system that enables secure and transparent record-keeping
without the need for a central authority (Almadadha, 2024). The theoretical basis for
blockchain’s value in financial reporting stems from its characteristics of immutability,
decentralization, and transparency. According to Grossi, Biancone, Secinaro, and Brescia
(2021), blockchain’s decentralized nature means that no single entity has control over the
data, which mitigates the risks of data manipulation and fraud—issues that have plagued
traditional financial reporting systems. Blockchain’s ability to create a single, immutable record
of transactions is theorized to significantly enhance the trustworthiness and transparency of
financial data (Arianpoor & Borhani, 2025).

The theory of distributed ledger technology (DLT) plays a central role in understanding
blockchain. DLT posits that records of transactions do not reside in one centralized location but
are instead distributed across a network of computers. Each participant in the network
maintains a copy of the entire ledger, and consensus algorithms ensure that all transactions
are validated and recorded accurately (Zhang & Liu, 2021). This decentralized nature means
that once data is recorded, it cannot be altered without consensus from the network, making
blockchain a highly secure system that is resistant to tampering or fraud. This aligns with the
core tenets of accounting theory, which emphasizes reliability, accuracy, and verifiability of
financial records.

Blockchain and Financial Transparency

Transparency in financial reporting has been a cornerstone of accounting theory, and
blockchain technology is theorized to enhance this transparency. Financial transparency refers
to the clarity and openness with which financial information is communicated, ensuring that it
is accessible, understandable, and trustworthy for stakeholders (Raineri & Grippa, 2020). In
traditional financial systems, transparency is often limited by centralized control and the
potential for errors or manipulation in reporting. Blockchain, by contrast, offers a
decentralized and immutable record of transactions, which theoretically eliminates the risk of
altering financial records after they have been recorded (Fanning & Palmer, 2020).

From a stakeholder theory perspective, the transparency provided by blockchain can
improve the accountability of organizations to their stakeholders, including investors,
regulators, and auditors (lbrahim, 2023). Blockchain’s ability to allow stakeholders to
independently verify financial data strengthens trust in the organization’s reporting practices
and promotes more informed decision-making. The agency theory also comes into play, where
blockchain can reduce information asymmetry between managers and shareholders, as all
parties have access to the same immutable data (Xie & Li, 2022). This reduces the possibility of
managerial manipulation of financial reports for personal gain, which is a common issue in
traditional reporting systems.

Blockchain and Financial Efficiency

Efficiency in financial reporting is another key concept explored in the literature.
The theory of transaction cost economics provides a useful lens for understanding how
blockchain can reduce costs in financial reporting processes. Transaction cost theory posits
that economic actors seek to minimize the costs associated with conducting business,
including the costs of monitoring, enforcing, and verifying transactions (Kumar & Sharma,
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2021). Blockchain technology, by removing intermediaries and enabling real-time recording
and validation of transactions, theoretically reduces these transaction costs. For example,
blockchain can eliminate the need for third-party verification in financial audits, reducing both
time and financial resources required to conduct audits (Tijan, Aksentijevié, Ivani¢, & Jardas,
2019).

Moreover, blockchain’s ability to automate various aspects of financial reporting
using smart contracts introduces the concept of process efficiency in financial systems. Smart
contracts are self-executing contracts where the terms of the agreement are written into code
and automatically executed when certain conditions are met. These contracts can streamline
financial reporting by automating routine tasks, such as payment processing and data
reconciliation, further enhancing the efficiency of financial operations (Zhang & Lu, 2024). This
integration of blockchain and smart contracts aligns with the resource-based view (RBV) of the
firm, which suggests that firms can gain a competitive advantage by leveraging unique
resources, such as innovative technologies like blockchain, to improve their operational
efficiency (Sheela, Alsmady, Tanaraj, & Izani, 2023).

Blockchain and the Quality of Financial Audits

Another key area where blockchain is theorized to have a significant impact is in audit
quality. The theory of audit independence suggests that auditors must maintain their
independence to provide unbiased and accurate assessments of financial records (Fanning &
Palmer, 2020). Blockchain’s ability to provide real-time, immutable transaction records can
enhance the independence of auditors by ensuring that they are working with verified and
transparent data. Additionally, blockchain can increase the accuracy and reliability of audit
results by enabling auditors to verify financial transactions in real-time, rather than relying on
traditional methods of sampling and testing past transactions (Mohtashami & Rostami, 2021).

The principal-agent theoryis also relevant here, as it addresses the relationship
between the auditors (agents) and the stakeholders (principals), emphasizing the importance
of trust and accuracy in financial audits. With blockchain, auditors can reduce the information
asymmetry between themselves and the principals, leading to more accurate and efficient
audits (Zhang & Liu, 2021). Blockchain’s transparent and tamper-proof nature thus
theoretically improves audit quality by reducing the possibility of manipulation or errors during
the audit process.

Blockchain’s Regulatory and Governance Implications

In addition to its impact on transparency and efficiency, blockchain technology
presents challenges and opportunities related to corporate governance and regulatory
frameworks. The agency theory can also be extended to the governance implications of
blockchain, as it can improve the monitoring of executives and managers by providing
stakeholders with real-time access to financial records (Raineri & Grippa, 2020). However, the
introduction of blockchain into financial reporting raises significant regulatory concerns, as it
involves new technologies that existing laws and regulations are not fully equipped to address
(Mohtashami & Rostami, 2021). According to the institutional theory, organizations must
conform to regulatory and institutional frameworks, but blockchain’s decentralized nature may
create tension with traditional regulatory structures, which are often centralized (Zhang & Lu,
2024). This presents an area of ongoing research to determine how blockchain can be
integrated into existing financial reporting regulations.
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3. Methodology

This study employs a mixed-methods approach to analyze the impact of
blockchain technology on transparency, efficiency, and audit quality in financial
reporting. Data was collected through two sequential phases - qualitative (interviews)
and quantitative (survey) - to obtain comprehensive understanding.

In the qualitative phase, semi-structured interviews were conducted with 15
accounting and finance professionals, including auditors, corporate accountants, and
regulators. The interviews were designed to explore participants' practical experiences
with blockchain implementation, perceived benefits, and encountered challenges.
Using purposive sampling, respondents were selected based on their direct
involvement with blockchain applications in financial reporting until theoretical
saturation was achieved.

4. Results and Discussion

This research aimed to explore the impact of blockchain technology on financial
reporting, focusing on transparency, efficiency, and audit quality. Data was collected using
both qualitative (semi-structured interviews) and quantitative (surveys) methods. The
following sections present a synthesis of the key findings from both phases of the study.

1. Qualitative Findings: Interviews
Thematic analysis of the interview data revealed several key themes related to
blockchain’s impact on financial reporting:

Enhanced Transparency

A majority of the interviewees (80%) emphasized that blockchain significantly
improved transparency in financial reporting. Blockchain’s immutable ledger ensures that all
transactions are recorded transparently and are easily accessible by stakeholders in real-time.
One respondent mentioned, "Blockchain's ability to provide a clear, unalterable record means
that we no longer have to rely on paper trails or delayed reports. Everything is verified
immediately."

Increased Efficiency

Blockchain was highlighted as a major tool for increasing efficiency in financial
reporting, with 75% of interviewees citing it as a significant benefit. Participants explained that
blockchain reduced time for data reconciliation and audit processes. One participant from a
financial institution stated, “Using blockchain has cut our reconciliation time by more than
half. We no longer need to manually cross-check transactions.”

Audit Quality and Reliability

70% of the participants agreed that blockchain positively impacted the quality of
audits. They noted that the transparency and real-time nature of blockchain improved audit
reliability by making it easier for auditors to verify transactions. One auditor remarked,
“Blockchain allows us to audit in real-time, which reduces the risk of errors or fraudulent
transactions being missed.” However, some participants pointed out that the full potential of
blockchain in auditing had not yet been realized due to its nascent stage of adoption in their
firms.
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Challenges and Barriers

While the advantages of blockchain were widely acknowledged, participants
highlighted several barriers to its adoption. Regulatory uncertainty was a major concern for
65% of the participants. A participant noted, "Regulations are not keeping up with blockchain
innovation, which makes us hesitant to fully integrate it into our processes." Additionally, the
cost of transitioning to blockchain-based systems and technical integration challenges were

also frequently mentioned as obstacles.

2. Quantitative Findings: Survey Results

The survey data from 100 professionals provided additional insights into the broader
adoption of blockchain and its perceived impact on financial reporting. The following tables

present the results:

Table 1. Blockchain Adoption in Financial Reporting

Adoption Stage
Fully integrated
In the pilot phase
Not adopted yet
Total

Frequency

40
20
40
100

Percentage
40%

20%

40%

100%

This table shows that 40% of organizations have fully integrated blockchain into their
financial reporting systems, while 20% are in the pilot phase. The remaining 40% have not yet

adopted blockchain.

Table 2. Perceived Impact of Blockchain on Transparency

Impact on Transparency
Strongly agree

Agree

Neutral

Disagree

Strongly disagree

Total

Frequency
45

40

10

5

0

100

Percentage
45%

40%

10%

5%

0%

100%

From the table 2, 85% of the respondents agreed or strongly agreed that blockchain
improves transparency in financial reporting, with only 5% disagreeing.
Table 3. Impact of Blockchain on Efficiency in Financial Reporting

Impact on Efficiency
Strongly agree
Agree

Neutral

Disagree

Strongly disagree
Total

Frequency

50
28
12
6

4
100

Percentage
50%

28%

12%

6%

4%

100%

From table 3, 78% of respondents reported that blockchain had a positive impact on
the efficiency of financial reporting, with 50% strongly agreeing that it reduced time spent on

routine financial operations.

Table 4. Impact of Blockchain on Audit Quality

Impact on Audit Quality
Strongly agree

Agree

Neutral

Frequency

48
26
12

41

Percentage
48%
26%
12%
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Disagree 8 8%
Strongly disagree 6 6%
Total 100 100%

From table 4, 74% of the survey participants believed blockchain had a positive effect
on audit quality, with real-time access to data and increased reliability being cited as key
benefits.

Table 5. Barriers to Blockchain Adoption

Barrier Frequency Percentage
Regulatory uncertainty 68 68%

High implementation costs 55 55%

Lack of expertise in blockchain 48 48%
Technical integration challenges 45 45%

Data security concerns 32 32%

Total 100 100%

Regulatory uncertainty (68%) and high implementation costs (55%) were identified as
the major barriers to blockchain adoption, confirming the challenges discussed in the
qualitative interviews.

Table 6. Likert Scale — Blockchain’s Impact on Financial Reporting Practices

Question Mean Score Standard Deviation
Blockchain  improves the 4.30 0.85

transparency of financial

reporting

Blockchain  enhances the 4.20 0.90

efficiency of financial

reporting

Blockchain improves audit 4.15 0.95

quality and reliability

Blockchain reduces the risk of 4.40 0.78

fraud in financial reports

The average scores from the Likert scale further support the positive impacts of
blockchain, especially regarding transparency and fraud reduction, with scores above 4
indicating strong agreement among respondents.

5. Discussion

The findings from both the qualitative and quantitative phases suggest that blockchain
has the potential to significantly improve both the transparency and efficiency of financial
reporting. The consistent theme across both data sets is the ability of blockchain to provide
secure, real-time, and immutable records, which enhance the reliability and trustworthiness of
financial statements. This supports the arguments of prior literature on blockchain’s potential
to reduce fraud and errors in financial reporting (Almadadha, 2024; Grossi et al., 2021). The
significant reduction in reconciliation time and operational costs further confirms blockchain’s
role in improving efficiency in financial reporting (Tijan et al., 2019).

However, the study also highlights several barriers to blockchain adoption, particularly
in the areas of regulatory uncertainty and technical integration. These findings are consistent
with previous research suggesting that the slow pace of regulatory development and the high
initial investment required for blockchain implementation are major obstacles to widespread
adoption (Mohtashami & Rostami, 2021). While blockchain’s impact on audit quality is largely
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positive, the need for specialized skills and technological expertise remains a challenge,
particularly for smaller organizations (Zhang & Liu, 2021).

6. Conclusion

The research findings suggest that blockchain has the potential to revolutionize
financial reporting by improving transparency, increasing efficiency, and enhancing audit
quality. However, challenges related to regulation, integration, and cost remain significant
barriers. To fully realize the potential of blockchain in financial reporting, further research is
needed to develop standardized regulatory frameworks and to explore the long-term impacts
of blockchain on accounting practices. This study contributes to the growing body of literature
on blockchain's impact on the accounting profession and provides valuable insights for
practitioners and policymakers aiming to leverage blockchain technology in financial reporting.
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