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Abstract: Nowadays, many businesses recognize the importance of digitization as a strategic advan-
tage to maintain competitiveness. As a result, current research aims to investigate three significant
factors that influence digital transformation: digital innovation (DI), digital orientation (DO), and the
accounting information system (AIS). These factors are supposed to impact the financial success and
performance of firms. The objective of this study is to examine the positive association between digital
orientation and financial performance (FP) and to explore how the AIS mediates this relationship.
Additionally, this paper investigates the moderating role of digital innovation in the relationship
between digital orientation and financial performance. To collect data, a quantitative method was
employed using a random sampling technique. Data were collected via a questionnaire survey
from small and medium-sized enterprises (SMEs) in China, with a sample size of 550. Structural
equation modeling (SEM) and a bootstrapping technique with 5000 iterations were used to test the
study hypotheses. The findings of this study indicate a positive link between digital orientation and
the financial performance of organizations. Furthermore, the results confirm that the AIS acts as a
mediator between digital orientation and financial performance. The outcomes also demonstrate
that digital innovation plays a moderating role in the relationship between DO and financial per-
formance. This paper contributes to the existing literature on digital transformation by providing
a deeper understanding of the aforementioned antecedents of the digital revolution (DO, AIS, and
financial performance) and how they should be integrated within digitalization settings to achieve
financial performance.

Keywords: digital revolution; AIS; digital innovation; financial performance; digitalization

1. Introduction

In the contemporary era, the ubiquitous diffusion of digital transformation and the
fast pace of digitalization has confirmed that not all industries or businesses are safe from
the impacts of digital transformation [1]. Therefore, it is indispensable to recognize how
to rapidly act in response to the challenges encountered as a result of the latest digital
technologies and how to use opportunities presented by a technological revolution that
actualizes improved financial performance [2]. As many prior scholars have demonstrated,
digital orientation is not restricted to just digital conversions, firms could not exploit the
complete benefits of digital change with only a few common practice updates [3]. Alterna-
tively, digitalization requires intentional continuous efforts, including the comprehensive

Systems 2023, 11, 339. https:/ /doi.org/10.3390/systems11070339

https:/ /www.mdpi.com/journal/systems


https://doi.org/10.3390/systems11070339
https://doi.org/10.3390/systems11070339
https://creativecommons.org/
https://creativecommons.org/licenses/by/4.0/
https://creativecommons.org/licenses/by/4.0/
https://www.mdpi.com/journal/systems
https://www.mdpi.com
https://orcid.org/0000-0002-7903-9420
https://orcid.org/0000-0003-4212-6974
https://orcid.org/0000-0001-9658-8299
https://doi.org/10.3390/systems11070339
https://www.mdpi.com/journal/systems
https://www.mdpi.com/article/10.3390/systems11070339?type=check_update&version=2

Systems 2023, 11, 339

20f13

planning of the digital transformation atmosphere [4]. Accordingly, businesses towards con-
tinuous and enduring financial performance from digital orientation require implementing
strategic approaches that frequently state structural changes, technology use, and adjust-
ments in the value creation that supports the improvement of financial performance as
significant dimensions [5]. Digital orientation is critical for an organization’s commitment
and directness to use digital technologies, as digitalization creates value by introducing
novel patterns of doing business which lead to improved financial performance [6]. Digital
orientation refers to commitment and directness to implement digital technologies after
the implementation of digital initiatives to increase financial success in an organization [7].
Moreover, adjustments in value creation characterize a major factor in the transformation
strategies, presenting impacts of the diverse tactics of creating value which supports work-
ing effectively in dynamic settings and better digitalization areas and increase financial
performance [8]. For the management of an internal control structure in an organization,
an accounting information system is required because it concerns decision-making issues
and helps manage the communication of data and information control [9]. AIS is an ap-
plication or machine which, at what time integrated with the information technology (IT)
field, is intended to aid in managing and controlling the topics linked to firms’ financial
successes [10]. However, stunning advancements in technology have unlocked possibilities
of using and generating accounting information systems from a strategic perspective [11].
Digital orientation is the firm’s aptitude to function competently and deal with greater
size of operations within a dynamic environment; it is a prominent aspect that can speed
up a firm’s financial performance [12]. Additionally, due to the challenges of the digi-
tal revolution and implementation of strategic options such as AIS, achieving the firm’s
goals is challenging and needs constant and technical efforts, which ensures financially
successful performance [13]. The accounting information system is essential for all enter-
prises, whether profit oriented or not, but requires maintaining AIS. Digital orientation
is the systematic approach of ensuring that the readiness required to constantly adapt
advantages of the AIS could be assessed via influences on upgrading the decision-making
practices, quality of internal controls, and financial performance evaluations and enabling
firm transactions with persistent digital transformation [14]. Digital orientation is vital in
technological transformation strategies as its practical determination governs development,
implementation, and advancement in technology [15].

An accounting information system comprises interconnected elements designed to
collect raw data and information and transform them into useful financial data for reporting
to decision makers, thereby enhancing financial performance [16]. Digital innovation sup-
ports corporate strategies that improve financial performance and foster a more adaptable
and flexible business culture to navigate constant changes in a dynamic environment [17].
Digital innovation involves the application of digital technologies to streamline processes
and enhance efficiency in addressing existing challenges. It acts as a catalyst, creating a
virtuous cycle that leads to improved financial performance [18]. Digital transformation is
reflected innovative application, financial performance and sustainability of the company
and creates a climate of business growth and profit gain [19,20] However, there is a lack
of awareness regarding strategic options that can contribute to the financial success of
firms engaged in digital transformation [21]. Previous research has explored various deter-
minants of digital transformation, such as the digital economy [22], information system
success [23], and digital marketing [24]. To validate the approach chosen for this paper,
it is argued that, until now, the relationship between DO, AIS, and digital innovation
has been examined individually without considering all these variables simultaneously.
This study recognizes three significant and distinct antecedents of digital transformation:
digital orientation, AIS, and digital innovation. It addresses the question of how enterprises
integrate these components to achieve financial success. The primary objectives of this
study are to explore the following three questions:

e How does digital orientation positively influence financial performance?
e  How does the accounting information system medjiate this relationship?
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e  What is the moderating role of digital innovation in the relationship between digital
orientation and financial performance?

This research framework builds upon digital transformation and strategic management
literature, providing guidance for investigating the antecedents of digitalization and how
these elements can be leveraged to achieve high financial performance. Therefore, this
paper focuses on SMEs, as they often face resource constraints with regard to implementing
digital transformation at the structural level. The structure of this paper is as follows:
Section 1 provides an introduction to the study variables and a comprehensive explanation
of the research topic; theoretical hypotheses are then developed, and a research model is
presented; Section 4 describes the methodology and measurements of the study constructs;
subsequently, the result findings and analysis are discussed along with discussion and
conclusions in the last section.

2. Literature Review and Substantiation of Hypotheses

Digital orientation includes methodologies and accounting techniques to manage and
record economic transactions. However, digital innovation supports tracking transactions
and internal reporting with innovative applications of IT that lead toward enhancement
in financial performance [19]. Although recognized potentials of digital transformation,
many firms’ failures in accomplishing better financial performance phenomena indicate
a necessity for enhanced understanding and expertise of digital transformation to gain
financial advantages, specifically net and operating profit [20].

2.1. Digital Orientation and Financial Performance

Digital orientation provides strategic directions in a manner that diminishes every loss
of concentration opportunity and working problem, which guide toward improved finan-
cial performance in an enterprise [25]. Digital orientation could provide ease in handling
operating challenges as it is the commitment to utilize advanced digital technologies which
assist enterprises in adopting discriminate technical solutions rapidly and complement
novel digital objects to the current solutions, thus attaining financial performance [26]. Fur-
thermore, digital orientation plays a significant role in overcoming working complications,
yielding high financial performance with optimization, self-sufficiency, and monitoring; it
also generates values with the adoption of digitalization in an organization [27]. Digital
orientation providing a strategic path to firms via the digital revolution is related to im-
proved financial performance. Although the impacts of technological change on customary
financial performance indicators cannot constantly be determined, thus interpreting the
digital orientation is useful [28]. For example, Apple’s company success could be measured
using the transitional indicator, for instance, the number of profit-generated apps and the
extent of consumer satisfaction at specific times they used their products [29]. Recently,
most businesses have implemented similar perspectives regarding the great potential of
digital transformation for accomplishing success [30]. Moreover, various studies have
ratified that the latest technological orientation could pave the way to efficient and func-
tional modifications, direct toward operative and financial performance effectiveness, and
provide competitive benefits and cost proficiency with monitoring and optimizing prac-
tices [31]. However, a higher level of failures in a digital investment indicates a low level
of perceiving the digital revolution turning into economic outcomes [27,32]. In addition,
numerous benefits of the digital orientation belong to novel patterns of functioning, pre-
dominantly in customer collaborations and innovative approaches to generating value via
digitalized systems which lead to the achievement of effective financial performance in
an organization [33]. However, various organizations use the latest digital technologies
to improve prevailing operating tactics and strategies, disclosing they cannot obtain the
complete benefits of the technical transformation [34]. Nevertheless, different perform-
ers engaged in the digital orientation face troubles and challenges in the achievement of
financial performance via digital transformation [35].

H1. Digital orientation is directly linked with financial performance.
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2.2. Mediating Role of AIS

The accounting information system is a set of resources, for instance, people, ma-
chinery, and tools, intended to change financial data into information and data which are
used by several decision makers [36]. Firms that have a digital orientation are likely to
be additionally committed to using the latest digital technologies. Furthermore, firms use
diverse digital initiatives to enable their business objectives, i.e., financial performance.
These initiatives can be indicators of AIS implementation which might link to different
operations in an organization [37]. AIS is the collection of organized activities, technolo-
gies, and documents planned to gather data, manage, and communicate information to
different inner and outer stakeholders within an enterprise [38]. Digital orientation reflects
an organization’s ability to get involved in further areas of technological transformation,
like the adoption of AIS in its present capacity, which leads toward enhanced financial
performance [39]. However, digital orientation needs more than just the adaptation of
accounting information systems and the implementation of advanced technologies to de-
termine the altering strategies, administrative structure, and employee culture that benefit
stakeholders [40]. Reasonably, digital orientation is systematic adjustments to sustainable
financial performance and digital change. Moreover, a firm’s digital orientation could
affect its financial success because these firms frequently have strong and effective gov-
ernance and clear vision, which support directing digitalization investments in line with
business objectives [41,42]. Digital orientation assists in the adoption of AIS, which is the
system used for gathering, recording, managing, and communicating data and generating
valuable information for stakeholders and decision makers that lead to high financial
performance [42]. Furthermore, the digital orientation role in supporting digital transfor-
mation has been considered from different perspectives. Firms involved in using advanced
technologies and developing competencies to succeed in such digitalization are more likely
to have improved financial performance [36].

H2. AIS mediates the relationship between digital orientation and financial performance.

2.3. Digital Innovation Moderates

Digitalization has brought exceptional challenges and great opportunities for societal,
ecological, and economic structures [33]. At the organizational level, digital innovation
becomes very significant for firms, particularly those having a digital orientation to deal
with challenges following future sustainability attitudes, which support the enhancement
of financial performance [18]. Digital orientation provides the foundation for directions
and the success of managerial actions, which boosts corporate value considerably and
affects financial performance [8]. Digital orientation helps address data insufficiency, access
accurate information, and utilize digital innovation resources to build technical conditions
for the growth of sustainable financial performance in an organization [17]. Hence, this
study explores that digital orientation relies on digital innovation for sustainable financial
performance. Digital orientation involves the creative performance and behavior of an
organization for the implementation of novel practices and methods, in turn, to resolve
present challenges via the latest digital innovation, which keeps them proactive in the
use of resources and degree of innovation that leads toward improved financial perfor-
mance [28]. Digital orientation is a tactical plan under the digital revolution, which needs
constant digital innovation developments to offer specific solutions with dynamic trans-
formation in strategies, plans, and policies that guide organizations to enhanced financial
performance [43]. Digital innovation is the creative use of advanced digital technologies
to achieve the objectives of the firm value chain and boost efficiency by integrating the
operational thinking of viable innovation into research and development, marketing, and
production designing, which leads to enhanced financial performance [3,44].

H3. Digital innovation plays a role in moderating the relationship between digital orientation and
financial performance.

Current research will test the following model (Figure 1).
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Figure 1. Theoretical framework.

3. Research Methodology

This study was quantitative in nature, and the survey was conducted via question-
naires. In this study, the analysis unit is SMEs in China. After COVID-19, Chinese SMEs
rapidly modified their conventional patterns, and changes and new development and
advancements have been taking place unprecedentedly. For the selection of SMEs for data
collection, we focused on firms that involve the implementation of IT projects and strategic
planning related to the investments in the reorganization of the machinery, technology,
services, practices, and broad plans concerning app installations and software. Digital
transformation and financial success are obtained via multi-factor policies that sustain
training sessions specified for workers and customers in SMEs of China concerning the
utilization of digital knowledge or AIS and the accomplishment of IT objectives in SMEs.
We choose respondents using a random-sampling technique from SMEs of four differ-
ent territories. Data were collected from owners, managers, CEOs, and administration
that match with appropriate profile prerequisites, like participating in different kinds of IT
project executions and having comprehensive knowledge and inclusive expertise about AIS,
which affect their firms’ financial performances, and were chosen as a respondent to the
questionnaire. This study questionnaire was distributed with the assistance of two research
assistants via e-mail to participants. A total of 550 questionnaires were distributed among
survey participants, in which just 383 responses were completed and fulfilled the study
requirements and thus were further useable for the analysis. Data collection practices took
one and a half months and had a return rate of 69.63%.

Structural Equation Modeling (SEM), a sophisticated econometric technique, is an
appropriate method for examining the interactions between DO, accounting information
system (AIS), digital innovation, and economic success because it permits the evaluation of
complex linkages and latent elements. The authors may evaluate the direct and indirect
links within their theoretical structure and capture the concurrent impacts of numerous
factors via SEM. Additionally, SEM offers the chance to assess measurement approaches
and examine the reliability and accuracy of the constructs that were used in this study, im-
proving the robustness and integrity of the analysis. To ensure the accuracy and consistency
of the items in the questionnaire, the standardized items for measuring the study variables
(digital orientation, AIS, digital innovation, and financial performance) were adapted from
prior studies. These items were then reviewed and tested by experts and academics.

The questionnaire consisted of two sections. Section 1 focused on demographic details,
such as education, gender, position, and field experience. Section 2 included items for all
the study variables.
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A five-point Likert scale was used for all the items, ranging from 0 = strongly disagree
to 5 = strongly agree.

3.1. Digital Orientation

To measure digital orientation, 4-item scale adapted from a previous study [45] was
used. This scale assessed the organization’s capabilities and strategies that promote digital
transformation and provide competitive advantages. An example item from this scale is
“New digital technology is readily accepted in our organization”.

3.2. Accounting Information System

The measurement of AIS was performed using a 6-item scale adapted from the work
of a previous study [46]. This scale focused on the practices that generate financial data
and information about recognizable economic units. An example item from this scale is
“The data storage contributes to the integrity of the financial reporting process”.

3.3. Financial Performance

Financial performance was measured using a 4-item scale adapted from another
study [46]. This scale evaluates an enterprise’s financial position based on equity, revenue,
assets, profitability, and liabilities. An example item from this scale is “The satisfaction of
various stakeholder groups is instrumental for the organization”.

3.4. Digital Innovation

Digital innovation was measured using an 8-item scale adapted from previous re-
search [47]. This scale evaluated the success of digital transformation, revenue growth, and
employee productivity using advanced digital technologies. An example item from this
scale is “The satisfaction of various stakeholder groups is instrumental for the organization”.

4. Results
4.1. Analysis

We conducted a confirmatory factor analysis (CFA) to assess the variables of DO,
accounting information systems, digital innovation, and financial performance. Our hy-
pothesized four-factor model was found to be the best fit for the data, and three alternative
models were rejected. The fit indices, including x> = 1065.42, DF = 435, x?/df = 2.449,
CFI = 0.93, GFI = 0.92, and RMSEA = 0.05, indicated an overall good fit for the model.
The model’s fitness was verified according to the criteria established by Anderson and
Gerbing [48].

4.2. Reliability and Validity

To evaluate the reliability and validity of the measurement instruments, we utilized
SPSS 18.0 and structural equation modeling. Table 1 presents the results for convergent
validity, average variance extracted (AVE), and Cronbach’s alpha. Following the approach
proposed by Fornell and Larcker (1981) [49], we examined the discriminant validity. The
results in Table 1 confirmed that all values met the required criteria: convergent reliabil-
ity (CR) and average variance extracted (AVE) were higher than the suggested cutoffs
(CR > 0.70, AVE > 0.50), and CR was greater than AVE. Additionally, Cronbach’s alpha
exceeded 0.60, indicating satisfactory internal consistency for the measured constructs.

4.3. Descriptive Statistics

The results of correlation, mean, and standard deviation are presented in Table 2.
We examined the variance inflation factor (VIF) scores to assess the presence of multi-
collinearity. The VIF scores were found to be below the accepted threshold of 1.00, indicating
the absence of significant multi-collinearity issues.
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Table 1. Discriminant validity of the constructs.

. . Cronbach’s Factor Composite
Variables Details Items Alpha Loading Reliability AVE
Digital Orientation 04 0.76-0.84 0.84 0.92 0.78
Accounting Information System 06 0.78-0.82 0.88 0.94 0.76
Digital Innovation 08 0.72-0.86 0.82 0.96 0.74
Financial Performance 04 0.74-0.88 0.86 0.98 0.72
Table 2. Correlation matrix and descriptive statistics.
Variable-Detail Mean SD Alpha 1 2 3 4 5 6
Respondent Education 1.65 0.46 0.88 1.00
Respondent Experience 1.44 0.65 0.84 0.058 1.00
Digital Orientation 3.21 0.48 0.89 0.102*  0.012 1.00
Accounting Information System 3.28 0.36 0.82 —-0.036  0.048*  0.64** 1.00
Digital Innovation 3.47 0.72 0.86 0.014 0.52 0.26**  0.36 ** 1.00
Financial Performance 0.18 0.34 0.84 0.016 0.01 028*  032*  038* 1.00

Note: SD (Standard Deviation). * p < 0.01, ** p < 0.05.

4.4. Hypothesis Testing

To test the hypothesis regarding the relationship between digital orientation and
financial performance, we conducted an SEM analysis. The results presented in Table 3
indicate a significant and positive relationship between digital orientation and financial
performance (3 = 0.34 **, p < 0.01). Based on these findings, we accept the hypothesis that
digital orientation has a positive and significant effect on financial performance. Nowadays,
financial performance is based on technological orientation because technological tools and
applications help perform operations efficiently. Hence, H1 was accepted.

Table 3. Digital orientation to financial performance.

Hypothesis

Description B F T Sig Remarks

Model Detail

Digital Orientation —

Financial Performance 0.34 12.065 0.148 0.000 Accepted

Model No.1

Table 4 presents the indirect effect of accounting information systems as a mediator
between digital orientation and financial performance. Accounting information systems en-
compass a collection of resources designed to transform financial data into information for
various stakeholders. The results of the analysis indicated that the accounting information
system acts as a mediator (Beta = 0.18, Lower = 0.2458 to Upper = 0.3672). Therefore, H2
was supported, suggesting that the relationship between digital orientation and financial
performance is mediated via the accounting information system.

Table 4. Indirect effect of AIS between digital orientation and financial performance.

Model Detail Data Boot Bias SE Lower  Upper Sig
DO — AIS — FP 0.18 0.14 0.002 0.46 0.2458  0.3672  0.0001

Table 5 displays the moderation effect of digital innovation on the direct relationship
between digital orientation and financial performance. This study investigates the reliance
of digital orientation on digital innovation for achieving sustainable financial performance.
The results demonstrate that digital innovation has a positive and significant moderating
role in the relationship between digital orientation and financial performance (3 = 0.32 **,
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p <0.01). As aresult, H3 is supported, indicating that digital innovation plays an influential
role in the association between digital orientation and financial performance.

Table 5. Hierarchal regression results for moderating effect of digital innovation.

Detail Beta T Value Beta T Value Beta T Value
Step-1
Resp.educat 0.18 0.24 0.14 0.16 1.04 1.36
Respondent experience 0.16 0.26 0.14 0.68 0.06 0.18
Step 2
Digital Orientation 0.38 * 7.65 0.34 * 3.74
Digital Innovation 0.24* 5.85 0.36* 4.52
Step 3
DO x DI 0.32 ** 2.26
F 416 ** 18.34 * 16.46 *
R? 0.02 0.26 0.26
AR? 0.26 0.04

Notes * p < 0.01, ** p < 0.05 (two-tailed); and results of VIF were below the threshold level.

5. Discussion

The primary objective of this study is to investigate the determinants of digital trans-
formation that influence financial performance, focusing on digital orientation, accounting
information systems (AIS), and digital innovation. To summarize the comprehensive theo-
retical model, this research proposes three hypotheses and discusses their theoretical and
practical implications. H1 suggests a direct relationship between digital orientation and
financial performance. By examining SMEs with a digital orientation, this study aims to un-
derstand how they leverage the latest technologies to improve their financial performance.
This research H1 presents a direct relationship between digital orientation and financial
performance. This study provides an understanding of how representative groups of SMEs
with digital orientation implement the latest technologies to achieve improved financial
performance. The results are consistent with prior studies; digital orientation provides
strategic directions in a manner that diminishes every loss of concentrated opportunity and
working problems which leads to improved financial performance in an enterprise [25].
Digital orientation could provide ease in handling operating challenges as it is committed
to utilizing advanced digital technologies that assist enterprises in adopting discriminate
technical solutions rapidly and complement novel digital objects to the current solutions,
thus attaining financial performance [26]. Although digital orientation plays a critical role
in the attainment of high financial performance, previous studies provide little attention to
the association that exists between digital orientation and financial performance. However,
SMEs with higher digital orientation capabilities obtain advantages from unprecedented
revolutions happening within information technology. The outcomes demonstrate that DO
is positively and significantly linked with financial performance. Furthermore, H2 proposes
that AIS mediates the relationship between digital orientation and financial performance.
SMEs with high digital orientation tend to depart from conventional methods and embrace
advanced tools such as AIS extensively to drive financial success. This finding is consistent
with previous research suggesting that firms with a digital orientation are likely to be
additionally committed to using the latest digital technologies. Furthermore, firms use
diverse digital initiatives to enable their business objectives, i.e., financial performance.
These initiatives can be indicators of AIS implementation which might link to different
operations in an organization [37]. AIS is the collection of organized activities, technologies,
and documents planned to gather data, manage, and communicate information to different
inner and outer stakeholders within an enterprise [38]. Digital orientation reflects an orga-
nization’s ability to get involved in further areas of technological transformation like the
adoption of AIS in its present capacity which leads to enhanced financial performance [39].
Therefore, we hypothesize that AIS mediates the relationship between digital orientation
and financial performance.
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Hypothesis 3 (H3) proposes that digital innovation moderates the linkage between
digital orientation and financial performance. This study supports previous findings that
digital orientation provides the foundation for directions and the success of managerial
actions, which boosts corporate value considerably and affects financial performance [8].
As mentioned earlier, digital orientation helps address data insufficiency, access accurate
information, and utilize digital innovation resources to build technical conditions for
the growth of sustainable financial performance in an organization [17,50]. Hence, this
study explores that digital orientation relies on digital innovation for sustainable financial
performance. The outcomes confirm conclusions relating to SMEs’ financial performance
in the H3. The results confirm that digital innovation strengthens the relationship between
digital orientation and financial performance among SMEs.

In summary, this study makes significant contributions to the existing literature and
supports all the indirect and direct hypotheses. By examining the role of digital orientation,
AIS, and digital innovation, this research enhances our understanding of the determinants
of financial performance in the context of digital transformation.

5.1. Theoretical Implications

This study contributes to the theoretical understanding of digital transformation at
the organizational level by exploring the factors that influence financial performance. The
finding that a company’s digital orientation is positively related to financial performance
supports the notion that organizations prioritizing and embracing digital activities are
likely to experience improved financial outcomes. This underscores the importance of
fostering a digital mindset and culture within businesses. This study also emphasizes the
significance of efficient information management and integration, as evidenced by the role
of accounting information systems (AIS) as an intermediary in the relationship between
digital orientation and financial performance. This suggests that the development and
effective utilization of a robust AIS, which facilitates data-driven decision making and
provides accurate financial information, can enhance the translation of a digital perspective
into improved financial performance. Furthermore, this study highlights the need for
continuous technological development and adaptation by investigating digital innovation
as a mediator between technological orientations and financial success. It suggests that
organizations with a high degree of digital innovation may experience amplified benefits
from a digital orientation in terms of financial performance. To maximize the impact of
digital orientation on economic outcomes, organizations should foster an environment
of innovation and embrace emerging technologies. Additionally, this study encourages
future researchers to explore other variables that could influence financial performance
in empirical models. By investigating the relationships among various antecedents and
their impact on financial performance, this study provides a deeper understanding of
the determinants of financial performance and digital transformation that have received
limited attention in the existing literature.

5.2. Practical Implications

This study also provides guidance for management, researchers, and policymakers to
choose different actions for organizing and managing digital transformations. First of all,
management must recognize digital orientation, AIS, and digital innovation as strategic
components of digitalization. Subsequent effects on financial success are understood via
combined implications of all these variables. Secondly, practitioners need to evaluate
these constructs consecutively and in combination to measure their present significance
and prominence and to select economic choices that boost financial performance. Thirdly,
management should consider the significant mediation of AIS when measuring financial
performance in the current digital world. Assuming that AIS is an incessant approach that
includes practices and proficiency will support management to prepare its organization
to face swift challenges and develop proper value in the dynamic environment. Thus,
management must realize that a definite level of AIS is required to accomplish high finan-
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cial performance from a digital orientation. Meanwhile, the influence of these selected
technologies rises in parallel with the level of the AIS. Lastly, managers must recall that
relating digital transformation instantaneously to various emergent business parts might
jeopardize the mechanisms of businesses and would not add to the financial performance
of enterprises. In many cases, this tactic can even decline profit. Instead, management must
focus on selectivity and the necessity for vibrant visualization domains and opportunities
when digitalizing. It means proceeding with continuous activities of implementing digital
technologies together decisively and consistently.

5.3. Limitations and Further Research

This study has several restrictions that offer opportunities for future directions. Firstly,
in this study, for data collection, a quantitative method and random sampling technique
were used. However, further studies should be required to evaluate the consistency of
the results via cross-sectional and qualitative methods. Secondly, this study’s sample size
is smaller, so its findings are applicable only to the SME sector. Therefore, in the future,
a large sample size should be used to test this empirical model for the generalization
of results in other sectors. Lastly, in this study, we used AIS as a mediator and digital
innovation as a moderator that affects the financial performance of SMEs in China. This
study suggests that more research should also be conducted to assess other independent
variables and their combined effects on various performance outcomes. A comparison of
different digital transformation profiles would also shed light on how they contribute to
enhanced performance.

6. Conclusions

Based on the understanding provided in the literature relating to digital transformation
and strategic organization, this research model tested three significant antecedents of digital
transformation, namely digital orientation, AIS, and digital innovation, and determined
that these variables influence the financial performance of SMEs.

The connection between AIS and financial performance lies in how AIS affects various
aspects of financial management, leading to improved financial performance. The following
are some key points to consider:

e Data Accuracy and Reliability: AIS helps ensure accurate and reliable financial data
by automating data entry and reducing the risk of human errors. Accurate financial
information is essential for making informed business decisions, setting financial goals,
and assessing financial performance accurately.

e  Timely Financial Reporting: AIS facilitates the timely generation of financial reports,
such as balance sheets, income statements, and cash flow statements. Timely financial
reporting provides management with up-to-date information to evaluate the finan-
cial health of the organization, identify areas of improvement, and take necessary
corrective actions.

e  Streamlined Financial Processes: AIS automates various financial processes, such as
recording transactions, generating invoices, processing payments, and reconciling
accounts. By streamlining these processes, AIS enhances operational efficiency, reduces
manual workloads, and minimizes the likelihood of errors. This, in turn, improves
overall financial performance.

e  Decision Support: AIS generates financial information and reports that help manage-
ment make strategic and operational decisions. For instance, AIS can provide real-time
insights into revenue, expenses, profitability, and cash flow, enabling managers to
identify profitable product lines, cost-saving opportunities, and potential financial
risks. Informed decision making based on accurate financial information can positively
impact financial performance.

e  Compliance and Risk Management: AIS assists in ensuring compliance with financial
regulations and reporting standards. It helps maintain proper internal controls, iden-
tify potential fraud or irregularities, and mitigate financial risks. Compliance and risk
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management measures supported by AIS contribute to maintaining financial stability
and protecting the organization’s performance.

e  Enhanced Financial Analysis: AIS provides tools and capabilities for financial analysis,
including financial ratios, trend analysis, and variance analysis. These analytical
capabilities enable deeper insights into financial performance, profitability, liquidity,
and efficiency. By analyzing financial data more effectively, organizations can identify
areas for improvement and take action to enhance financial performance.

Overall, AIS plays a crucial role in managing financial information effectively, im-
proving data accuracy, streamlining processes, supporting decision making, ensuring
compliance, and enhancing financial analysis. By leveraging the capabilities of AIS, organi-
zations can optimize their financial performance, increase profitability, and achieve their
financial goals. This study’s addition of the interconnections is a unique contribution to the
prior mainly bilateral studies on associations between DO, AIS, and digital innovation.
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