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─Abstract─ 

This study discusses the importance of budgeting systems supported by Artificial 

Intelligence in improving the quality of financial reporting and the development of 

accounting information systems in Iraqi commercial banks. The study assumes that the 

traditional budgeting systems are inaccurate, slow, and incapable of predicting the 

future, while AI technologies offer more sophisticated analytical and forecasting tools 

that enhance financial decision-making. Artificial intelligence and accounting 

information systems have been examined separately, but rarely as a single causal chain 

in a volatile banking environment. The study adopts a descriptive-analytical approach 
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and models accounting information systems as a mediator between AI-supported 

budgeting and financial reporting quality. The measurement model satisfied 

conventional thresholds, with composite reliability between 0.895 and 0.924 and 

average variance extracted between 0.612 and 0.678. Structural estimation shows that 

AI-supported budgeting strongly predicts development of accounting information 

systems, which in turn predicts reporting quality, alongside a smaller but significant 

direct path. Decomposition indicates that the indirect route carries 59.4 percent of the 

total effect, establishing partial rather than full mediation. The findings suggest that 

integrating artificial intelligence into budgeting significantly enhances financial 

reporting quality and strengthens accounting information systems by improving data 

processing, reducing errors, and supporting real-time decision-making in Iraqi 

commercial banks.  

 

Keywords: artificial intelligence; budgetary planning; financial reporting quality; 

accounting information systems; Iraqi commercial banks; digital transformation. 

 

INTRODUCTION 

becoming increasingly used in the financial 

planning and decision

financial resources and 

monitor the performance, but this traditional budgetary 

practice of management accounting is the replacement of annual static budgets 

Möller et al., 2020

, the use of artificial intelligence has proven to be a useful tool, to help 

reporting and the efficiency of accounting 

information systems. Such a development 

up financial 

reporting procedures. Empirical work confirms that the deployment 

Bergmann et al., 2020

literatures converge on this problem without having been integrated. The 

gains across financial application domains, 

particularly in sequential forecasting 

Ozbayoglu et al., 2020
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to operational, spanning credit 

assessment Königstorfer & Thalmann, 

2020 the accounting information system as a technical 

processing 

toward interpretation oversight (Oesterreich et al., 2019). The third

conventional analytical procedures (Bao et al., 

2020; Craja et al., 2020)

improves reporting quality directly, by generating better 

forecasts that 

upgraded to 

receive and process analytical outputs. The distinction 

in what sequence. Evidence from developing economies suggests the 

rather than improvement in system quality, plausibly 

because technology Al 

Omari, 2024

sharpens the question in ways that make it more than a local 

under a payment environment in which 

cash remains dominant 

bank 

infrastructure has modernized. These are precisely the conditions 

finding obtained here is therefore informative about the boundary of the 

evidence base, since empirical work on artificial 

intelligence in accounting has 

Rawashdeh, 2023

bounded in three respects. Substantively, it addresses budgetary 

specified by the international conceptual 

framework rather than market-based 

commercial 

banks, estimated through partial least squares structural 
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performance. Geographically, it is confined to Iraq, a 

platforms remain widespread. The study 

does not compare public and private 

Significance of the Study 

added value in enriching the accounting literature related to artificial 

intelligence 

information systems. In 

practice, it enables the commercial banks in Iraq 

the digital transformation in the banking sector. Beyond these general 

contributions

than a direct association, and by 

decomposing the total effect it establishes 

information system from a passive recording infrastructure into an active 

one whose volatility makes the case for predictive 

budgeting unusually strong 

where the indirect path 

dominates, investment in analytical 

Statement of the Problem 

problem is the relative weakness effectiveness of the 

systems and the artificial intelligence technologies. 

Therefore, the main 

developing accounting 

commercial banks? The 

though there are studies in the fields intelligence 

and studies in the field 

reporting in the Iraqi banking sector. 

Moreover, there is a lack of research 

sector, besides 

the lack of the empirical and quantitative research in Iraqi commercial 
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differentiate a technology that functions independently from 

infrastructure 

Research Objectives 

 the role of in developing budgetary planning 

 effect of the development of accounting 

 applied framework can benefit from in financial 

LITERATURE REVIEW 

From Static to Cognitive Budgeting 

approach to as static budgeting, relies on 

in the Iraqi dinar 

oil price volatility, requires a more 

stability 

indicators, alongside internal transaction data, allowing the system to 

The empirical basis for this shift is established 

rather than speculative: Bergmann et al. (2020)

places on the 

budget, and that greater use is associated with higher satisfaction 

digitalization literature situates this change within a broader reconfiguration 

Möller et al. (2020)

practices and roles that constitute control, while 

Oesterreich et al. (2019)

interpretation. Piosik and 

Karmańska (2023) provide direct evidence that 

budgeting functions and their qualitative characteristics, while contingency 

Matsoso et al. 

(2021) a developing economy, show that budgetary control 

practices remain 
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Core AI Technologies in Budgetary Planning 

families of technique are relevant. Predictive time-series models, including long 

processing algorithms analyze the monetary 

policy statements and legal circulars 

learning functions as a 

decision engine, testing large numbers of allocation 

methodological literature. Ozbayoglu et al. (2020) survey deep learning 

forecasting. Ionescu (2020) examines robotic process 

automation and natural 

Behavioral Bias and Budgetary Slack 

 most significant advantages of AI-supported planning is the 

costs so that subsequent performance appears 

favorable. Artificial intelligence acts 

system identifies 

outliers. This increases the integrity of the planning process, 

detection literature, where machine learning applied to reported financial data 

Bao et al., 2020

numerical and narrative disclosure improves misstatement 

detection further (Craja et al., 2020) reach convergent conclusions in a forensic 

accounting setting. The common 

Accounting Information Systems as Mediating Infrastructure 

accounting information system is no longer passive software for recording 

transactions

from the budget with real-time 

operational data, eliminating data silos 

accounting replaces 

the periodic close with validation at the point of entry

automatic. Alquhaif and Al-Mamary (2025) show that behavioral intention 
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not guarantee system use. Lutfi (2022) finds that 

continuance intention 

Situngkir (2019) demonstrate that management 

accounting information system 

the region converge on the same conclusion. Rawashdeh (2023)

than by efficiency gains in isolation, and 

Almgrashi et al. (2023) show 

Vărzaru (2022) that acceptance 

of artificial intelligence in managerial accounting is mediated 

Prause (2019)

adoption where scale and capacity are limited. Taken together, this literature 

outcome: it is the mechanism through which analytical 

capability either does 

Financial Reporting Quality under AI Influence 

Al Omari 

(2024)

Alomair et al. (2022)

Saleh et al. (2023)

Ebnaoof (2025)

Paurav Thakker and Japee (2023)

Abou-foul et al. (2021)
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Otoo (2024)

Duan et al. (2019)

Li et al. (2025) Liu et al. (2022)

Rolling Forecasts and Continuous Variance Analysis 

Möller et al. (2020)

Bergmann et al. (2020)

Matsoso et al. 

(2021)

Boundary Conditions in Developing Economies 

Abou-foul et al. (2021)
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Min and Kim (2024)

Shakil (2022)

Lutfi (2022)

Almgrashi 

et al. (2023)

Alquhaif and Al-Mamary (2025)

Prause (2019)

Synthesis and Research Gap 

Magdalena (2026)

METHODOLOGY 

Research Design and Analytical Strategy 
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Constructs and Operationalization 

Table 1: Operationalization of the three latent constructs 

Bergmann et al. 

(2020)

Ozbayoglu et al. 

(2020)

Oesterreich et al. 

(2019) Ionescu 

(2020)

Al Omari (2024)

Measurement Model Assessment 



60 

INTERNATIONAL JOURNAL OF ECONOMICS AND FINANCE STUDIES 

Vol: 18 No: 03 Year: 2026 ISSN: 1309-8055 (Online) (pp.50-67) Doi: 10.34109/ijefs.2026180303 
 

 

 

Table 2: Results of internal consistency and convergent validity 

Table 3: Derived discriminant validity indicators 

RESULTS 

Structural Model and Direct Effects 

Table 4: Standardized path coefficients and significance 
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Mediation Analysis 

Table 5: Indirect effect and mediation classification 

Decomposition of Total Effects 

Table 6: Decomposition of the total effect of AI-supported budgeting on financial 

reporting quality 
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Figure 1: Estimated structural model with standardized path coefficients and effect 

decomposition 

Reported Statistics 

DISCUSSION 

Piosik and Karmańska (2023)

Al Omari (2024)
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Oesterreich et al. 

(2019)

Möller et al. (2020)

Bao et al., 2020 Craja et al., 

2020

Lutfi, 2022 Rawashdeh, 2023

CONCLUSIONS, RECOMMENDATIONS, AND IMPLICATIONS 
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