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Abstract
Keywords: This study investigates the impact of cloud-based accounting systems (CBAS) on
Cloud Accounting, SMEs, Financial the financial performance of Small and Medium Enterprises (SMEs) in the digital
Performance, Digital Competency, era. As technological innovation increasingly reshapes business operations, SMEs
Technology Adoption are turning to cloud accounting platforms to enhance their efficiency, transparency,

and decision-making processes. This research applies a quantitative approach
Copyright © 2025 Atestasi. All using a structured questionnaire distributed to 130 SME respondents across
rights reserved. various sectors, including services, retail, and manufacturing.

The results indicate a significant positive relationship between the use of CBAS and
key financial performance indicators, namely profitability, liquidity, and cost
efficiency. Regression analysis confirms that cloud adoption contributes to
improved financial control and performance, particularly when supported by a
high level of digital competency within the organization. Furthermore, the study
finds that digital readiness significantly moderates the relationship between CBAS
usage and financial performance outcomes.

The findings support theoretical models such as the Technology-Organization—
Environment (TOE) framework and the Resource-Based View (RBV), emphasizing
the role of digital tools as strategic assets. Normatively, this study aligns with
global policy directions advocating digital transformation among SMEs as a
pathway to enhanced transparency, competitiveness, and inclusion in the formal
economy..

Introduction

The digital era has significantly transformed how businesses manage and utilize financial data,
particularly for Small and Medium Enterprises (SMEs), which represent a vital component of economic
growth and job creation in both developed and developing countries. Among the most notable
innovations is the adoption of cloud-based accounting systems, which offer real-time data access,
scalability, automation, and cost-effectiveness compared to traditional on-premises software. These
systems have the potential to revolutionize financial management by enhancing decision-making,
improving operational efficiency, and ensuring regulatory compliance.
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Cloud-based accounting allows SMEs to process transactions, generate financial reports, and
manage cash flows with greater speed and accuracy. Unlike conventional systems that require
significant upfront investment in infrastructure, cloud solutions operate on a subscription-based
model, reducing capital expenditure and making financial tools more accessible to smaller enterprises.
Studies have shown that cloud adoption in accounting contributes to data transparency, remote
collaboration, and enhanced financial control, all of which are crucial for maintaining competitiveness
in an increasingly digital marketplace.

Despite these advantages, the actual impact of cloud accounting systems on financial performance
remains a subject of empirical inquiry. While some SMEs report increased profitability and better
financial planning as a result of cloud adoption, others face challenges such as data security concerns,
lack of digital literacy, and integration issues with existing workflows. Moreover, the success of cloud
adoption may depend on contextual factors such as organizational readiness, IT infrastructure, and the
supportiveness of the external business environment.

Given the strategic importance of digital transformation for SMEs, this study seeks to investigate
the impact of cloud-based accounting systems on the financial performance of SMEs. By examining key
performance indicators —such as profitability, liquidity, and operational cost-efficiency — this research
aims to provide evidence-based insights into whether and how cloud accounting contributes to
sustainable business performance in the digital age.

Although cloud-based accounting systems have gained increasing popularity among Small and
Medium Enterprises (SMEs) due to their cost-efficiency and flexibility, the empirical evidence
regarding their actual impact on financial performance remains limited and inconclusive. Most
existing studies have primarily focused on technological adoption and user satisfaction, rather than
examining concrete financial metrics such as profitability, liquidity, or return on assets.

Furthermore, prior research has often been context-specific, with many studies conducted in large
enterprises or developed economies where digital infrastructure and readiness are significantly higher.
These contexts may not accurately represent the challenges faced by SMEs in emerging markets or
developing countries, where technological literacy, regulatory frameworks, and internet accessibility
are still evolving.

Another critical gap is the lack of integrated frameworks that link technological adoption (such as
cloud accounting) with financial performance indicators. Few studies examine the mediating factors
such as management capability, digital competency, or firm size that may influence the extent to which
cloud systems affect financial outcomes. This lack of analytical depth makes it difficult to generalize
findings and provide practical recommendations to SMEs considering cloud adoption.

Therefore, this study seeks to fill the gap by providing an empirical analysis of the relationship
between cloud-based accounting adoption and financial performance among SMEs, with specific
attention to measurable outcomes and moderating factors relevant in the digital economy.

Table 1: Gap Analysis Table

Dimension Previous Identified Gap Contribution of This
Studies Study
Focus Area Adoption rates, Limited studies on Focus on the impact
user perceptions financial performance on profitability,
outcomes liquidity, and cost-
efficiency
Organizational Large Lack of studies Investigates SMEs in
Context enterprises, focused on SMEs in digitally evolving
developed emerging markets environments
economies
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Analytical Descriptive  or Absence of Employs  financial
Framework perception-based integrated performance metrics and performance
frameworks analysis models indicators
Moderating Technology Lack of exploration Examines
Variables acceptance, ease of of internal capabilities organizational readiness
use and contextual enablers and digital competency
Research Qualitative case Scarce use of Uses a quantitative
Methodology studies quantitative methods approach with statistical

for generalizability

validation

The increasing adoption of cloud-based accounting systems (CBAS) reflects a broader digital
transformation trend among Small and Medium Enterprises (SMEs). These systems are believed to
enhance business agility, reduce operational costs, and support real-time financial decision-making.
However, the empirical evidence linking cloud-based accounting adoption with tangible financial
performance improvements —such as profitability, liquidity, and cost efficiency —remains limited.

Previous studies have largely focused on technology acceptance models, user satisfaction, or
system implementation challenges (e.g., security, user interface). While these factors are relevant, they
do not directly address whether or how CBAS leads to better financial outcomes. Moreover, most
research has been conducted in the context of large enterprises or digitally advanced economies,
which limits generalizability to SMEs operating in emerging markets —where issues such as digital
literacy, infrastructure readiness, and access to training still persist.

There is also a lack of consideration for moderating factors, such as an organization’s digital
competency or managerial capability, which may influence the effectiveness of cloud adoption. These
limitations present a gap in understanding the conditions under which CBAS implementation
contributes meaningfully to SME performance.

H1a: The adoption of cloud-based accounting systems significantly increases the profitability of SMEs.
H1b: The adoption of cloud-based accounting systems significantly enhances the liquidity of SMEs.

H1lc: The adoption of cloud-based accounting systems significantly reduces operational accounting
costs in SMEs.

Literature Review
Cloud-Based Accounting Systems (CBAS)

Cloud-based accounting refers to the use of online platforms to manage financial transactions,
reporting, and auditing through real-time access and remote data storage. According to Huang & Wang
(2018), CBAS enables businesses to automate accounting processes, enhance financial visibility, and
reduce IT infrastructure costs. Unlike traditional systems, cloud accounting solutions are offered as
Software-as-a-Service (SaaS), which provides scalability and flexibility for small and medium-sized
enterprises (SMEs) with limited resources.

Gonzalez et al. (2020) emphasize that CBAS can streamline bookkeeping, inventory, and financial
reporting, which contributes to faster decision-making and improved financial control. Additionally,
cloud systems are regularly updated with regulatory standards, improving compliance and accuracy.

Financial Performance in SMEs
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Financial performance is generally assessed through indicators such as profitability, liquidity, and
operational efficiency. In the SME context, performance is often constrained by limited access to
technology, capital, and skilled labor. According to Beck & Demirgtic-Kunt (2006), the sustainability of
SME performance depends not only on internal efficiency but also on the firm’s ability to adopt
innovation, including digital tools like accounting software.

The use of digital technologies in financial management has been found to improve cash flow control,
cost savings, and timely financial reporting, all of which are crucial for maintaining competitiveness in
dynamic markets (Joubert et al., 2017).

The Link between CBAS and Financial Performance

Recent empirical studies have suggested a positive correlation between CBAS adoption and financial
outcomes. For instance, Moll & Yigitbasioglu (2019) found that cloud accounting systems enhance
firms’ financial agility by providing real-time insights and enabling faster response to financial
anomalies. Similarly, Al-Bar & Hoque (2021) reported that SMEs using CBAS experience better cost
control and improved return on assets due to automation and error reduction.

However, the literature also indicates that technological adoption alone is insufficient to drive
performance improvement. Digital readiness, managerial capability, and employee training are critical
enablers of successful implementation (Napitupulu et al., 2020). Therefore, the relationship between
CBAS and performance is context-dependent, and the role of digital competency must be taken into
account.

Theoretical Foundations

This study is supported by the Technology-Organization-Environment (TOE) Framework, which
posits that technology adoption is influenced by technological attributes, organizational capacity, and
environmental conditions. In line with this, the impact of CBAS on financial performance can be seen
as a function not only of the software itself but also of organizational preparedness and external
pressures (Tornatzky & Fleischer, 1990).

Additionally, the Resource-Based View (RBV) supports the argument that digital technologies,
including CBAS, can be leveraged as strategic resources that contribute to performance if they are
valuable, rare, inimitable, and organized (Barney, 1991).

Research Design and Methodology

This study uses a quantitative research approach with a causal-comparative (explanatory) design to
examine the relationship between the adoption of cloud-based accounting systems and financial
performance in Small and Medium Enterprises (SMEs). The purpose of this approach is to test
hypotheses and measure the strength of influence among variables through statistical analysis. The
population in this study comprises SMEs operating in the services, manufacturing, and retail sectors
that have adopted or are in the process of adopting cloud-based accounting systems.
Sampling is conducted using purposive sampling, targeting SME owners, accounting staff, or financial
managers who:

1. Have used cloud-based accounting software (e.g., Xero, QuickBooks, Jurnal, Mekari) for at least
6 months,
Are responsible for financial decision-making, and
Operate in a formal and legally registered enterprise.
A minimum sample of 100-150 respondents is targeted to ensure statistical reliability.

Data will be collected through:

ISARE N
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6. A structured questionnaire, developed using indicators adapted from previous validated
studies.

7. Distributed both online (Google Forms) and offline, containing closed-ended questions using
a 5-point Likert scale.

The questionnaire will be divided into three sections:

1. Respondent and business profile,

2. Use and perception of cloud-based accounting systems (independent variable),

3. Financial performance indicators (dependent variable) and digital competency (moderating

variable).
Variables and Operational Definitions
Variable Type Indicators
Cloud-Based Accounting System Independent Frequency of use, types of features used, automation level
Financial Performance Dependent  Profitability, liquidity, cost-efficiency
Digital Competency Moderating  Staff IT skills, digital literacy, infrastructure readiness

Data will be processed using Statistical Package for the Social Sciences (SPSS) or SmartPLS/ AMOS. The
analysis techniques will include:
e Descriptive Statistics: Mean, standard deviation, and frequency distribution.
e Pearson Correlation Analysis: To test the strength of relationships between variables.
e Multiple Linear Regression Analysis: To test the influence of the independent variable on the
dependent variable.
e Moderation Analysis: Using interaction terms to assess the moderating effect of digital
competency.

Findings and Discussion

Based on data collected from 130 SMEs across service, retail, and manufacturing sectors, descriptive
analysis revealed that 78% of respondents had used cloud-based accounting systems for more than one
year. The most frequently used features included automated bookkeeping (92%), real-time financial
dashboards (86%), and automated invoicing (81%).
Financial performance indicators showed that:

68% of respondents reported an increase in profitability post-adoption.

72% observed improved cash flow and liquidity management.

65% stated that accounting operational costs had decreased due to automation.

These results suggest a strong perception of improvement in core financial metrics after the adoption
of cloud accounting systems.

Correlation Analysis

Pearson correlation analysis was conducted to test the relationships between CBAS usage and financial
performance dimensions.

Variable Profitability (r) Liquidity (r)  Cost Efficiency (r)
CBAS Usage Level 0.61 (p<0.01) 0.56 (p <0.01) 0.59 (p <0.01)

The results show strong positive correlations between the level of cloud accounting system usage and
all three financial performance indicators, indicating that SMEs using more comprehensive CBAS
features tend to report better financial outcomes.

Regression Analysis
Multiple linear regression was used to assess the impact of CBAS on financial performance:
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e Adjusted R? =0.63, indicating that 63% of the variance in financial performance is explained by
CBAS usage.
e Standardized coefficients:
o CBAS — Profitability: p = 0.428 (p < 0.01)
o CBAS — Liquidity: p = 0.379 (p < 0.01)
o CBAS — Cost Efficiency: p = 0.401 (p < 0.01)
This suggests that the adoption of cloud-based accounting significantly influences financial
performance, especially in improving profitability.

Moderation Analysis

A moderation analysis using interaction terms showed that digital competency significantly
strengthened the relationship between CBAS adoption and financial outcomes (p < 0.05). SMEs with
higher levels of IT skills, internet infrastructure, and digital culture achieved more consistent
improvements in profitability and efficiency compared to less digitally prepared SMEs.

The findings of this study, which indicate a significant and positive relationship between cloud-based
accounting system (CBAS) adoption and SME financial performance, are aligned with several
foundational theories in information systems and strategic management.

First, from the standpoint of the Technology-Organization-Environment (TOE) Framework
(Tornatzky & Fleischer, 1990), the successful implementation of CBAS in SMEs reflects the interplay
between technological readiness, organizational capacity, and external environmental pressures. This
study confirms that the technological dimension (i.e., usability and accessibility of cloud systems) and
the organizational dimension (i.e., digital competency and managerial capability) significantly
determine the value derived from CBAS. SMEs with greater organizational readiness are more capable
of leveraging the strategic benefits of digital accounting to enhance performance.

Second, the results support the Resource-Based View (RBV) (Barney, 1991), which posits that firms
achieve superior performance by deploying rare, valuable, and non-substitutable resources. CBAS,
when supported by organizational digital skills, becomes a strategic asset that improves data accuracy,
reduces transactional costs, and accelerates financial decision-making —thus contributing to long-term
financial advantage.

Moreover, this research supports the Information System Success Model (DeLone & McLean, 2003),
particularly in its emphasis on system quality, information quality, and user satisfaction as predictors
of organizational performance. SMEs that adopt CBAS and integrate it into their workflows report
higher levels of financial control and real-time insight, validating the model’s applicability to digital
accounting systems.

From a normative standpoint, the increasing reliance on cloud-based accounting systems among SMEs
aligns with broader policy and regulatory shifts toward digital financial governance and accountability.
The use of CBAS is consistent with normative expectations established by institutions such as:

e OECD guidelines on digitalization of SMEs,

e IFAC (International Federation of Accountants) frameworks promoting technology adoption
in SME accounting practices,

¢ And national digital transformation roadmaps (e.g., Indonesia's Peta Jalan UMKM Go Digital).
The normative ideal is that all economic actors, including SMEs, maintain transparent, timely, and
compliant financial records. Cloud accounting facilitates this by ensuring automatic updates in line
with tax regulations, audit trails, and data backup —supporting public policy goals such as financial

inclusion, tax compliance, and anti-corruption.

However, the findings also reveal disparities in digital competency that hinder equitable CBAS
adoption. Normatively, this raises concerns regarding the digital divide, where smaller or rural SMEs
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may be unable to access the same performance benefits due to limited infrastructure or training. This
suggests a need for intervention at the policy level, including;:

e Subsidized access to CBAS for micro and small businesses,
e Government-sponsored digital literacy programs,
e Regulatory support for secure cloud platforms tailored for SME use.

Thus, while CBAS adoption aligns with both theoretical and normative expectations of performance
improvement and accountability, its actual impact is conditioned by the enabling ecosystem—
highlighting the need for holistic digital transformation strategies.

The results of this study confirm that the adoption of cloud-based accounting systems (CBAS) has a
significant and positive impact on the financial performance of Small and Medium Enterprises (SMEs),
particularly in terms of profitability, liquidity, and cost efficiency. These findings provide empirical
support to both theoretical frameworks and normative expectations regarding the role of digital
accounting in modern financial management.

From a theoretical perspective, the relationship between CBAS and financial performance aligns with
the Technology-Organization-Environment (TOE) framework, which suggests that technological
innovation must be supported by organizational capacity and environmental readiness to generate
tangible benefits. SMEs that exhibit high digital competency and management readiness are more likely
to fully leverage the strategic capabilities of cloud-based systems.

The findings also validate the Resource-Based View (RBV), wherein CBAS—when effectively
implemented —serves as a unique and valuable resource that enhances competitive advantage through
increased accuracy, reduced transaction costs, and faster access to real-time financial data.
Furthermore, the Information System Success Model reinforces this understanding, indicating that
system quality and user satisfaction are critical to realizing performance gains from information
technologies like cloud accounting.

From a normative standpoint, the increased adoption of CBAS supports broader institutional goals
such as financial transparency, regulatory compliance, and the digitalization of business practices.
International standards promoted by organizations like the IFAC and OECD emphasize the importance
of technology in enhancing SME accountability and integration into the formal economy. In this regard,
CBAS is not only a business tool but also a mechanism for fulfilling ethical and regulatory obligations
in a digital governance environment.

However, the results also highlight the disparity in impact based on the level of digital readiness. SMEs
with limited access to training, infrastructure, or IT support are less likely to benefit fully from CBAS
adoption. This digital divide reflects a normative gap that must be addressed through targeted policies,
such as government-subsidized cloud access, digital literacy programs, and partnerships with software
providers to build affordable solutions for micro-entrepreneurs.

Conclusion

This study examined the influence of cloud-based accounting systems (CBAS) on the financial
performance of Small and Medium Enterprises (SMEs) in the digital era. The findings clearly
demonstrate that CBAS adoption has a significant and positive impact on key financial metrics—
namely profitability, liquidity, and cost efficiency. SMEs that effectively utilize cloud-based accounting
platforms experience enhanced operational control, improved real-time decision-making, and greater
accuracy in financial reporting.

The study also confirms that digital competency plays a critical moderating role. SMEs with higher
levels of IT literacy, infrastructure readiness, and digital integration are more likely to realize the full
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performance benefits of cloud accounting. This supports the view that technology adoption must be
accompanied by organizational capability to achieve sustainable outcomes.

From a theoretical standpoint, the results validate the Technology-Organization-Environment (TOE)
framework and the Resource-Based View (RBV), suggesting that CBAS can serve as a strategic resource
when aligned with internal and external enablers. Normatively, the findings support global and
national efforts to digitalize SME operations as part of broader goals related to financial transparency,
accountability, and inclusive economic development.

In light of these conclusions, the adoption of CBAS should be viewed not only as a technological
upgrade but as a strategic necessity for SMEs operating in a rapidly evolving digital economy.
Stakeholders—including policymakers, business advisors, and technology providers—must
collaborate to reduce the digital divide and empower SMEs through access, training, and tailored
digital solutions.
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