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Abstract

This study examines the adoption of cloud accounting in Pakistan, focusing on its drivers, barriers, and
consequences for small and medium-sized enterprises. Digitalization of business processes has accelerated the
popularity of cloud accounting, but the adoption by the small and medium-sized enterprises (SMES) in Pakistan
is not even because of technological and organizational factors. This paper seeks to discuss the drivers, barriers
and performance implications of cloud accounting adoption in Pakistan within the context of Technology-
Organization-Environment framework. Quantitative research design was used, which involved the gathering of
survey data by the use of the structured questionnaire to the SME owners and managers, and networking the
relationship between the technological, organizational, and environmental determinants by use of the Partial
Least Squares Structural Equation Modelling. The results show that perceived relative advantage and digital
vision are the highest predictors of the adoption of cloud accounting, and data security issues, digital illiteracy,
and poor infrastructure are significant barriers to implementation. Despite the positive prospects that adoption
offers to the operation efficiency and organizational performance, not all firms are willing to adopt because of
the perception of risks and inadequate technical capability. The paper finds that enhancing managerial
awareness, developing technological infrastructure, and developing digital competencies are critical to
overcoming the barriers to adoption and enhancing the rate of the digital transformation of the accounting
practice by SMEs in Pakistan, which, in turn, facilitates the long-term competitiveness of the business
performance and its sustainability.
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INTRODUCTION

The fast digitization of business activities has increased the uptake of cloud computing in various functional areas
such as accounting. The utilization of cloud-based software to process financial transaction and financial reporting
is known as cloud accounting which has many benefits including availability of data in real-time, affordability,
and scalability. The technology helps companies to obtain the financial data remotely, simplifies the accounting
process and minimizes the use of physical infrastructure (Fazeel et al., 2025). Cloud accounting has become a
disruptive tool in the world, with increased efficiency in its operation, decision making, and competitiveness in
the organization (Akpan, 2024; Qaisrani et al., 2025). Regardless of these identified advantages, the level of cloud
accounting adoption in Pakistan is relatively low, especially in small and medium-sized businesses.

The business environment in Pakistan is slowly being digitalized, and cloud accounting is becoming popular,
particularly in the big companies. Adoption of cloud-based accounting systems is becoming a system to simplify
financial management, enhance data security systems, and enhance efficiency in operations (Chandra and Gupta,
2022; Anus et al., 2025). The benefits of cloud accounting to Pakistani businesses, including increased efficiency,
better financial control, and scalability are common knowledge (Khan et al., 2023). Nevertheless, the process of
changing the old, on-premise accounting systems to cloud-based system faces considerable difficulties. Among
the most notable obstacles are the issues related to the security of the data, the lack of digital literacy, and the
insufficiency of technological facilities, especially in rural and underserved communities (Atadoga et al., 2024).
The issue of data security is a major threat to the implementation of cloud accounting in Pakistan. The continuous
apprehensions surrounding cyberattacks, data breaches, and loss of control over sensitive financial data scare
away firms where its data is hosted in the external cloud servers (Kafi and Akter, 2023). Such concerns are
magnified by the fact that there are no detailed and properly implemented regulatory frameworks to monitor the
security of data in cloud computing services. Despite significant improvements in cloud security systems, a
significant number of Pakistani companies are not confident in the security and integrity of financial systems in
the clouds (Achar, 2018; Sadiq, 2023). The other major obstacle is the digital illiteracy and lack of awareness in
terms of the practical advantages of cloud accounting. A significant percentage of the owners and employees of
the small businesses are not acquainted with cloud technologies, and the usage of cloud accounting demands the
emergence of new technical skills (Ebute, 2024). A business will not be willing to invest in the digital solutions
or might simply not exploit its potential unless there are sufficient training programs and awareness campaigns.
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Moreover, the smooth functioning of cloud systems is conditional on the presence of related facilities like fast
internet providers and stable power sources that are not sufficiently available in most areas of Pakistan, especially
in rural ones (Azem Qashou et al., 2025).

Despite these drawbacks, cloud accounting has a significant transformative potential in the Pakistani businesses.
The shift to cloud-based systems can make processes work more efficiently, lower operational expenses, and make
financial information up-to-date, which will reinforce the managerial decision-making process and
competitiveness (Bass, 2019; Kolevski et al., 2022). Additionally, cloud accounting tools may be used to support
the adherence to the domestic and international financial reporting standards enhancing transparency,
accountability, and governance practices (Tahmid, 2023). It is in this context that the current research paper aims
at investigating motivation factors behind the adoption of cloud accounting in Pakistan, determining the main
obstacles and the organizational implications of adoption. This study is expected to produce evidence-based
solutions to be used by businesses, policymakers, and technology providers by conducting a systematic analysis
of drivers and constraints in implementing cloud accounting. These lessons are supposed to facilitate the general
digitization of the accounting industry and facilitate sustainable technological adoption in the Pakistani small and
medium-sized enterprise environment.

LITERATURE REVIEW

Cloud accounting is becoming a great technological breakthrough in the work of corporations and financial
management, which was given great academic and professional interest in recent years. The concept is not new,
but the fact that it gains more and more acceptance has been a part of a larger shift in the way organizations carry
out and organize financial operations (Sobhan, 2019). Cloud accounting is the application of hosted accounting
software OSA that is provided over the internet so that one can access the financial information at any place
virtually (Miller, 2008). It can also be referred to as online accounting, web-based accounting, or Software as a
Service accounting software (Lapitkaia, 2024; Arshad et al., 2025). The integration with the emerging
technologies, including blockchain, big data analytics, and artificial intelligence, has further supported the
relevance of cloud accounting in modern business settings (Ayatulloh et al., 2025; Amir et al., 2025). Like
Software as a Service, cloud-based accounting Services are hosted on remote computers, and users can access
financial information without local hardware or infrastructure (Gadau, 2022; Igbal et al., 2025). After uploading
data to cloud platforms, it is handled remotely and is presented to users in real time, which improves the level of
transparency and responsiveness to operations (Farras et al., 2025).

The services of cloud accounting are based on several models of service provision, the most evident of which is
Software as a Service, other models include Platform as a Service, Infrastructure as a service, and Business
Processes as a service (Younis et al., 2024; Bukhari et al., 2025). The third-party providers store the software in
the Software as a Service model, and the users use it via web browsers. The underlying infrastructure and
applications are usually beyond the control of the user and therefore the model is efficient but is somewhat limited
to customization (Hilley, 2009). The popularity of such a model is that it is rather cheap, companies do not have
to invest heavily in the hardware or licensed software to use it (Gharpure and Ghodke, 2021; Zahid et al., 2025).
On top of cost-effectiveness, cloud accounting has some significant benefits, such as increased efficiency in
operations, mobility, and the availability of modern technologies without having to spend extra overhead money
(Shetty and Panda, 2021; Umair et al., 2025). Depending on the changing business demands, cloud platforms offer
scalable and adaptable access to accounting tools to allow firms to adapt to changes. Lower spending on the
hardware purchase, software implementation, and maintenance is yet another reason why cloud accounting is
particularly attractive to organisations of different dimensions (Igbal et al., 2025).

In the Infrastructure as a Service model, users have control over applications and storage and no control over
cloud infrastructure. Platform as a Service enables companies to design, develop, and test tailored applications in
a cloud platform. These models are working towards the growing use of cloud services by allowing companies to
customize accounting systems to their operation requirements. Business Processes as a Service is often related to
business process outsourcing, which offers automated and cloud-based services able to simplify the processes in
organizations of both small and large scale (Bentounsi, 2015; Zafar et al., 2025). One of the strongest points of
cloud accounting is still affordability. The pay-as-you-use model does not require any massive investments in
information technology infrastructure and costly software systems. The Software as a Service model is quite
appealing to small and medium-sized enterprises due to its ability to match the spending with the actual use
(Ozdemir, 2024; Ullah et al., 2025). Also, cloud accounting allows accessibility remotely, as decision-makers can
access financial information at any time and any location (Kaplancal, 2021; Karim et al., 2025). Live data access
improves the agility of an organization because it allows them to make decisions based on the data in real time
(Khalid et al., 2025; Donat et al., 2025; Ali et al., 2025).
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The other important advantage is operational efficiency. The conventional accounting systems are usually manual
and are prone to human error. Cloud accounting automates many activities, including invoicing, payment
processing, and financial reporting, which leads to the reduction of errors and enables the redirection of resources
to strategic activities (Mujalli et al., 2024; Kanwal et al., 2025). This automation enhances productivity and
reduces operational expenses and at the same time allows organizations to concentrate on their main competencies
and long term goals. Cloud accounting solutions are also characterized by scalability. Businesses have an
increased financial management requirement as they increase in size. Cloud systems are able to support the
growing data volumes and more users without significant changes to the infrastructure (Malempati, 2024; Hashmi
et al., 2025). This scalability has helped companies to respond effectively to new demands in terms of operations,
which makes cloud accounting the ideal choice when it comes to businesses of various sizes and statuses of growth
(Vankayalapati, 2025; Abdullah et al., 2025). The usage of cloud accounting is slowly on the rise in Pakistan
because organizations are appreciating the power of digital transformation. The trend to the cloud-based
accounting system is a larger trend toward the digitalization of business (Thaher, 2024; Khan et al., 2025). Big
companies have been found to be more adaptable to cloud solutions whereas the small and medium sized business
enterprises still appear to be relatively reserved. Digital illiteracy, data security, and low awareness are considered
to be some of the factors that have led to slower adoption rates amongst smaller firms (Sattar et al., 2025; Sabir et
al., 2025).

The scarcity of benefits awareness on cloud technology is one of the main barriers. The owners and managers of
many small and medium-sized enterprises do not have the knowledge about cloud accounting and its benefits of
operation. With no organized awareness campaigns and educational efforts, companies might be reluctant to
change their traditional on-premise systems to cloud service providers (Memon et al., 2025; Sabir et al., 2025).
Employee digital illiteracy is also another obstacle to adoption because the lack of technical knowledge and the
absence of relevant training capabilities create a lack of confidence in using cloud systems (Yoo and Kim, 2019;
Niaz et al., 2025). Another significant impediment is the issue of data security. Companies that deal with
confidential financial data are afraid of leaving data on remote servers because of cyber-attacks and unauthorized
recipients (Golightly et al., 2022; Ghauri et al., 2025). The laws that regulate cloud computing and data protection
in Pakistan are underdeveloped, and therefore, this increases uncertainty and deterring the migration to cloud
platform (Khayer et al., 2021; Nasir et al., 2025).

Infrastructure shortage is also a barrier to adoption. Cloud-based operations also need reliable high-speed internet
connectivity and consistent availability of electricity, which is not always possible in rural and underserved
regions (Razi & Batan, 2023; Khalid et al., 2025). The lack of connectivity and constant power outages dictate
the lack of viability in cloud accounting, especially among small businesses that might be based in the less-
developed world. Cost is also another factor that affects adoption. Though long-term savings are established, there
will be initial costs in terms of subscription fees, employee training, and system integration that can discourage
transition (Hussein Alghushami et al., 2020; Siddique et al., 2025). There are businesses that find the use of cloud
accounting as an unnecessary cost, because of the experience on the old systems. To overcome these barriers,
coordinated approaches should be made based on awareness, capacity building, regulatory reform, as well as
infrastructure development. The awareness campaign can be used to inform the owners of small and medium sized
enterprises on the benefits of cost, scalability, and financial visibility in real time. Training will be able to reinforce
the employees and reduce digital illiteracy (Farheen and Tidke, 2025; Abbasi et al., 2025). Service providers
should be able to build trust through the use of strong security protocols, including encryption and multi-factor
authentication, and the regulators can develop clear policies concerning data protection in order to create
institutional confidence (Akhtar et al., 2024; Igbal et al., 2025). The investment in digital infrastructure,
specifically connecting to the internet and power stability, is a key factor in supporting cloud-based systems in
rural areas (Ahmed et al., 2020; Farras et al., 2025).

The uptake of cloud accounting is slowly on the rise in Pakistan with the increasing pace of digital transformation.
Although bigger companies usually have their own cloud environment or a personal server to ensure more
complicated financial functions, Software as a Service platforms are becoming popular in various fields (Nosheen
et al., 2025). Some of the driving forces of this transformation are efficiency benefits, financial transparency in
real-time, and scalable business, without extensive investment in infrastructure (Shah, 2025; Zahid et al., 2025).
However, the lack of awareness, connectivity issues, and security are slowing down the broad usage (Hassan et
al., 2022; Rafique et al., 2025). With the growing rates of digitalization and competitive force, cloud accounting
will be a key element in driving the changes within the Pakistani business environment (Jamil, 2021; Shaukat et
al., 2025).

The use of a Balanced Scorecard framework in the context of the adoption of cloud accounting in Pakistan has
provided an exhaustive view of the strategic alignment and performance outcome. In terms of money, cloud
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systems help minimize capital investments and optimize cash flow by using a flexible system of subscriptions
(Sohaib et al., 2024; Dotta et al., 2025). Real-time financial information and better reporting, in terms of customer
perspective, leads to better service quality and customer satisfaction (Ibrahim et al., 2023; Ali et al., 2025). Within
the organization, automation minimizes mistakes and simplifies the operations, enhancing operational efficiency
(Feroze et al., 2022; Zafar et al., 2025). Learning and developmentwise, cloud accounting leads to innovation and
employee development through the implementation of high level analytical tools and digital skills (Ma et al.,
2021; Ali et al., 2025).

THEORETICAL FRAMEWORK

Technology-Organization-Environment framework is a methodology much more commonly applied to the
analysis of the adoption and implementation of technological innovation, and it is very applicable to the cloud
accounting adoption. The framework describes an interaction of the technological, organizational, and
environmental conditions in the way of the organizational decision-making about the use of new technologies
(Chatha et al., 2024; Ali et al., 2025). The TOE framework has proven to be highly explanatory in the empirical
analysis of technology adoption processes in various contexts in a number of empirical studies (Bening et al.,
2023; Hoang, 2024). TOE in the context of cloud accounting in Pakistan offers an organized prism through which
the interaction of technological nature of the cloud solution, internal organizational capability and external
environmental forces can be exerted as they affect adoption behavior. The technological setting is used to describe
the attributes of cloud accounting tools and how these attributes drive the adoption. Technological determinants
such as relative advantage and compatibility with the current systems are typically perceived as an ultimate factor
driving the adoption decisions (Sadeeq et al., 2021; Karim et al., 2025). The capacity of a business to transfer
accounting operations to cloud-based applications without causing compliance or operational latencies is core to
the identification of the feasibility of implementation (Neiroukh et al., 2024; Ali et al., 2025). The performance-
enhancing attributes of cloud accounting include real-time access to financial information, mobility, and
scalability, which reinforce the perceived value of cloud accounting to organizations (Tripathy et al., 2022; Khalid
et al., 2025).

Organizational context is concentrated on the internal factors that determine the preparedness to adopt cloud
accounting, such as the leadership orientation, organizational culture, and readiness to adopt digital solutions
among the workforce (Putri et al., 2025; Ali et al., 2025). The support of top management is especially essential
since the commitment of the leaders is as likely to mobilize enough financial, technical, and human resources to
implement them and make cloud accounting a strategic, but not a strictly technical, decision (Vo Van et al., 2024;
Ali et al., 2025). Moreover, cloud accounting usually involves the need to hire special human resources, such as
accounting workers who have the adequate information technology skills to use and manage cloud-based systems
(Wang, 2022; Aziz et al., 2025).

The environmental context indicates the external forces that influence the adoption which may include competitive
pressure, vendor support, and the overall regulation and infrastructure environment. Market competition and the
quality of support offered by the cloud service vendors, in Pakistan, can have a significant impact on whether the
firms will choose to use cloud accounting or not (Tian et al., 2024; Kanwal et al., 2025). Nevertheless, such
environmental risk factors as worry about data confidentiality and the potential of unauthorized third-party access
to confidential financial data are crucial disincentives, especially in a scenario when regulatory protection is
viewed as a weak element (Taha et al., 2021; Ahmad et al., 2025). These environmental conditions are thus
important to firms intending to plan and assess the adoption of cloud accounting.

Relative advantage can be defined as the degree to which a technology is viewed to have better benefits over those
that are available. According to Rogers (1995) relative advantage refers to the level at which an innovation is
considered superior to the idea or system that it is replacing. Cloud accounting has a number of benefits that make
it appealing to companies, such as access to the financial records of their company anytime and anywhere, which
increases the flexibility and responsiveness of an organization (Popivniak, 2019; Rana et al., 2025). Cloud
accounting is also associated with cost savings, scalability, mobility, operational flexibility, and resource sharing
compared to the desktop-based system (Yau-Yeung et al., 2020). It will help decrease the annual costs spent on
maintaining information technology infrastructure, and as the business requirements grow, companies can
increase storage, processing power, and bandwidth with extensive investments in hardware (Onifade et al., 2023,;
Hashmi et al., 2025). The mobility benefits also enable the employees to view and amend their financial records
from home since the organizational information is kept on cloud databases, which facilitates efficiency in work
environments that are distributed (Korada and Somepalli, 2022; Abdullah et al., 2025). Administration and time
can be further decreased, which improves the performance outcomes by resource sharing and automation (Nguyen
Phu et al., 2025; Kumar et al., 2025). Based on this, the following hypothesis is given:

H1: Relative advantage positively affects digital vision.
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The compatibility is the degree to which an innovation matches with current organizational values, previous
experience and operational requirements. According to Rogers (2003), compatibility refers to the level of
perceived congruence between innovation to potential adopters in terms of their values, experiences, and needs.
In cloud accounting, compatibility is used to show the way the technology fits into current workflows, information
technology infrastructure and strategic purposes. The more cloud accounting solutions align with the existing
organizational processes and systems, the higher the chances of adopting them are due to the lower implementation
costs and the risk of disruption (Lutfi et al., 2022; Khan et al., 2025). The empirical data often indicates the
integration with the dominant operational demands as a determining factor of technology adoption (Nduokafor et
al., 2024). In that regard, compatibility will enhance the ability of a firm to develop and pursue a digital vision of
cloud-based accounting adoption. The next hypothesis is as follows:

H2: Compatibility has a positive direct influence on digital vision.

Organizational readiness depends on the management view that there is adequate resources, commitment and
governance framework that will facilitate adoption of information technology. Tan, Tyler and Manica (2007)
define organizational readiness as the level at which managers are of the opinion that their organization has the
resources and commitment that can make successful adoption. The financial readiness and technological readiness
are usually used to measure organizational readiness. Financial readiness indicates that there are funds available
to install and maintain the cloud accounting systems, whereas technological readiness indicates the existence of
appropriate infrastructure and human resources to operate and use the cloud accounting system efficiently (Cho
et al., 2022). Companies that have a better infrastructure and trained workforce capacity and sufficient financial
resources, have high chances of defining a clear digital vision and implement cloud accounting adoption
effectively. Thus, we formulate the hypothesis in the following way:

H3: Organizational readiness has a positive direct impact on digital vision.

The importance of top management support has been well established in initiating and maintaining the use of
technology in organizations. According to Andonov et al. (2021), top management support is understood as what
the executives perceive and do in respect to technological innovation to improve organizational performance.
Leadership assistance functions to secure strategic focus, and allocation of resources as well as elimination of
internal obstacles to execution (Hsu et al., 2019; Shahid et al., 2025). Within the framework of cloud accounting,
the top management should offer guidance, create the organizational culture that encourages information sharing,
and realize cloud accounting as a competitive advantage. The implementation can often be successful when the
management is ready to take risk and invest in infrastructure, development of skills, and change management.
According to these arguments, the hypothesis below is formulated:

H4: Management support is positively related to digital vision.

Competitive pressure entails the perceptions of the firms having pressure exerted by competitors to innovate as
well as enhance performance. According to Graafland (2020), competitive pressure is the extent to which an
organization is pressured by the competitors in the industry. Technological innovations, including cloud
accounting, can be used to create efficient operations and transform competitive advantage as firms attempt to
remain in the market (Abdolreza & Dehkordi, 2024; Shahi et al., 2025). Cloud accounting has the ability to
enhance speed in reporting, coordination and cost efficiency hence increasing competitiveness. Consequently, the
competition should intensify and enhance the digital vision of a firm and strengthen the impetus towards adoption.
The hypothesis is therefore as follows:

H5: Digital vision is directly positively affected by competitive pressure.

Vendor support is an essential external requirement that has significant influence on successful implementation
of cloud accounting and further use. It is the duty of the providers to ensure that the service is available, the system
is reliable, and ready to assist lost in case of a technical issue (Alshirah et al., 2021; Kanwal et al., 2025). Good
vendor support is characterized by good server performance, security protection, business continuity options, and
responsive troubleshooting solutions (Tatineni, 2023; Wicaksono et al., 2020; Sabir et al., 2025). Another
significant factor is that of the providers, as they provide training and implementation directions, which makes
users less doubtful and implement the transition to traditional systems more easily. Thus, the consistent support
of the vendors should stimulate adoption and strengthen organizational trust to cloud solutions. The hypothesis is
postulated as follows:

H6: Vendor support is positively directly related to the adoption of cloud accounting.

Digital vision is the strategic purpose of an organization to become digital through application of digital
technologies in operations and decision making. According to Konti¢ and Vidicki (2018), digital vision is the
strategic focus that informs the ways in which firms set priorities, distribute resources and set a digital
transformation objective. Clarity of digital vision is especially significant in terms of cloud accounting adoption
as it would make the adoption compatible with the overall organizational strategy and it would be backed by
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consistent planning of implementation (Shen et al., 2022; Niaz et al., 2025). Firms with a high digital vision tend
to embrace cloud accounting more successfully due to the openness of the top management and employees to
technological change and innovation (Niemand et al., 2021; Khan et al., 2025). Digital vision, therefore, is likely
to enhance the digital adoption strategy. The hypothesis is:

H7: Digital vision directly impacts digital adoption strategy positively.

The adoption of cloud accounting is also likely to have an impact on the performance of the organization especially
when performance is measured through the application of a balanced scorecard. Kaplan and Norton (1992)
introduced balanced scorecard as a multidimensional performance measurement system that consists of four
perspectives, which are financial outcomes, customer outcomes, internal process efficiency, and learning and
growth capacity. The adoption of cloud accounting has been linked to the increase of operational performance,
quality of reports, transparency, responsiveness of customer service, and cost performance, which have reinforced
various aspects of the balanced scorecard (Kariyawasam, 2019; Vo et al.,, 2024; Ghauri et al., 2025).
Notwithstanding the fact that the empirical evidence on the direct impact of cloud accounting implementation on
the organizational performance is still scarce, the adoption of cloud accounting is likely to generate positive
performance results in case of proper support by a corresponding digital vision and strategy. The last hypothesis
is therefore developed as:

H8: The usage of cloud accounting positively affects the performance of the organization.
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Figure 1: Hypothesis Model
METHODOLOGY
The study uses a quantitative research design to investigate the uptake of cloud accounting in Pakistan on the basis
of the Technology Organization Environment framework as the theoretical framework. The
TechnologyOrganizationEnvironment Framework, which is commonly used in the study of technological
adoption, offers a vivid framework used to evaluate the technological, organizational, and environmental aspects
that contribute to innovation adoption in firms (Tornatzky et al., 1990). This paper uses the framework to examine
the factors that govern the adoption of cloud accounting by small and medium-sized businesses in Pakistan. The
information will be acquired as a result of online survey that will be conducted as a structured questionnaire,
which will include questions aimed at capturing the perceptions of the owners and managers towards the
implementation of cloud accounting.
The questionnaire shall contain measurement items that encompass the three fundamental dimensions of
Technology Organization environment framework. The technological factors will evaluate perceived relative
advantage and fit with the existing systems. Top management support and organizational preparedness will be
captured by organizational factors. Competitive pressure and vendor support will be measured using
environmental factors. The constructs will be based on the already known scales that were utilized in the previous
research on technology adoption in order to achieve the conceptual validity and reliability (Awa et al., 2016;
Kidder and Selltiz, 1981).
The owners and managers of small and medium business in Pakistan will be selected through purposive sampling
method. To ensure that the respondents provide informed responses, they will be selected on basis of their
knowledge on cloud accounting and level of adoption in their organizations. The questionnaire shall be
administered online through a service like Google Forms to make it easy to participate and have a wide
geographical coverage. According to the power analysis done by using G+Power software, the expected sample
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size is 197 respondents. It is estimated that some 277 responses will be obtained which is expected to represent a
response rate of 71 percent post screening on completeness and validity.
The data will be analyzed using Structural Equation Modeling and the hypothesized relationships based on the
Technology Organization Environment framework will be tested. This method provides an opportunity to
simultaneously evaluate measurement and structural elements which would assess not only drivers, but also
obstacles to the adoption of cloud accounting. Considerations such as the ethics, such as informed consent, and
the confidentiality of the respondents will be followed to the letter during the research. The period of data
collection will be three months in order to minimize the common method bias and improve the reliability and
strength of the findings.
ANALYSIS AND RESULTS
The results and analysis section presents the empirical findings derived from the Partial Least Squares Structural
Equation Modelling analysis conducted to examine the relationships among the key constructs associated with
cloud accounting adoption. The Structural Equation Modelling approach was selected because of its suitability
for predictive modeling and its ability to assess complex relationships among multiple latent variables
simultaneously. The structural model evaluates the influence of Relative Advantage, Compatibility,
Organizational Readiness, and Management Support on Digital Vision, as well as the subsequent effects of Digital
Vision on Cloud Accounting Adoption and Organizational Performance. The analysis reports path coefficients to
assess the strength and direction of the hypothesized relationships, along with R-square and adjusted R-square
values to determine the explanatory power of the model. The path coefficients provide evidence regarding the
significance and magnitude of the proposed hypotheses, while the R-square statistics indicate the proportion of
variance in the endogenous constructs explained by the independent variables. Together, these indicators offer a
comprehensive understanding of the predictive relevance and overall robustness of the structural model in
explaining cloud accounting adoption and its performance implications.

Table 1. R-square

R-square R-square adjusted
Cloud Accounting Adoption 0.021 0.018
Digital Vision 0.087 0.070
Organizational Performance 0.013 0.010
Table 2: Model fit
Saturated model Estimated model

SRMR 0.079 0.080

d ULS 2.541 2.572

d G 0.516 0.521
Chi-square 779.246 782.169

NFI -1.270 -1.279

The fit indices for both the Saturated model and the Estimated model suggest that the two specifications
demonstrate a comparable overall level of model fit. The Standardized Root Mean Square Residual values of
0.079 for the Saturated model and 0.080 for the Estimated model are nearly identical. Since values below 0.08 are
generally considered indicative of acceptable model fit, these results suggest that both models meet established
goodness-of-fit thresholds. The dULS and dG statistics further reinforce this interpretation. The small differences
observed between the Saturated and Estimated models in terms of dULS (2.541 versus 2.572) and dG (0.516
versus 0.521) indicate minimal discrepancies between the empirical covariance matrix and the model-implied
covariance structure. These marginal differences imply that the Estimated model closely approximates the
Saturated model in capturing the underlying data structure. Similarly, the Chi-square values of 779.246 for the
Saturated model and 782.169 for the estimated model are very close, suggesting that both models display a
comparable level of fit to the observed data. The negligible variation between these statistics indicates that the
restrictions imposed in the estimated model do not substantially deteriorate model fit relative to the Saturated
specification. However, the Normed Fit Index values are negative for both models (—1.270 and 1.279), which
typically signals potential model fit concerns. Negative Normed Fit Index values can arise from issues related to
model specification, sample characteristics, or data distributional properties. Despite this anomaly, the consistency
of the remaining fit indices—particularly the Standardized Root Mean Square Residual and discrepancy
measures—suggests that the structural model demonstrates acceptable overall fit, although refinement of certain
model specifications may further improve robustness.

The Partial Least Squares Structural Equation Modelling results indicate that the majority of the hypothesized
relationships are not statistically significant at conventional levels. The path from Cloud Accounting Adoption to
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Organizational Performance shows a positive coefficient of 0.115; however, the relationship is not statistically
significant (p = 0.357). This suggests that, within the sample analyzed, the adoption of cloud accounting does not
exert a measurable direct impact on organizational performance. Similarly, Digital Vision demonstrates weak and
statistically insignificant relationships with Compatibility, Competitive Pressure, and Vendor Support, with p-
values of 0.223, 0.578, and 0.321, respectively. These findings imply that these technological and environmental
factors do not significantly shape the development of a digital vision among the surveyed firms. The path from
Digital Vision to Cloud Accounting Adoption is negative (—0.146) and statistically insignificant (p = 0.384),
indicating that a stronger digital vision does not necessarily translate into higher levels of adoption in this context.
In contrast, the relationship between Relative Advantage and Digital Vision is statistically significant (p = 0.038),
although the path coefficient is negative (—0.157). This result suggests that higher perceived relative advantage is
associated with a lower level of digital vision, which may indicate a counterintuitive dynamic requiring further
interpretation. One possible explanation is that firms perceiving strong immediate benefits may focus on short-
term operational gains rather than developing a broader strategic digital orientation. Top Management Support is
also found to have an insignificant effect on Digital Vision (p = 0.574), indicating that managerial backing alone
may not be sufficient to shape strategic digital direction within the sampled firms.
Table 3: Path Coefficient

Original Sample 2?,?232?1 T statistics | P
sample (O) | mean (M) (STDEV) (JO/STDEV)) values
Cloud Accounting Adoption-> | ;¢ 0.152 0.125 0.921 0.357
Organizational Performance
Compatibility-> Digital Vision | -0.180 -0.134 0.147 1.220 0.223
Competitive Pressure 0.079 0.054 0.142 0.556 0578
-> Digital Vision
Digital Vision -> Cloud | 4, ¢ -0.039 0.167 0.871 0.384
Accounting Adoption
5?"?‘“"6 Advantage -> Digital | -0.184 0.075 2.074 0.038
ISION
Top Management Support -> | 4o, 0.078 0.096 0.562 0.574
Digital Vision
xfs’:gﬁr Support > Digital | 4 11, -0.100 0.105 0.992 0.321
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Figure 2: Partial Least Squares Structural Equation Modelling (PLS-SEM)
Figure 2 presents the Partial Least Squares Structural Equation Modelling results illustrating the relationships
among the principal constructs associated with Cloud Accounting Adoption. The structural model specifies the
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interconnections between Relative Advantage, Compatibility, Top Management Support, Competitive Pressure,
Vendor Support, Digital Vision, Cloud Accounting Adoption, and Organizational Performance. The reported path
coefficients indicate both the direction and magnitude of the relationships among these latent variables. The
findings show that Relative Advantage hurts Digital Vision, with a path coefficient of —0.157, suggesting an
inverse relationship between perceived technological benefits and the strategic orientation toward digital
transformation. In contrast, Compatibility and Top Management Support exhibit comparatively weaker and mixed
effects on Digital Vision, indicating limited explanatory strength within the model. Digital Vision, in turn,
negatively influences Cloud Accounting Adoption, with a path coefficient of —0.146, implying that a stronger
digital vision does not necessarily correspond to higher levels of adoption in this empirical context. Furthermore,
Cloud Accounting Adoption demonstrates a very small positive effect on Organizational Performance, reflected
by a path coefficient of 0.013. This minimal coefficient suggests that the direct performance implications of
adoption are negligible within the model. The reported path coefficient for Adoption 1 (0.969) is notably high,
indicating strong internal consistency and reliability for this particular dimension of the adoption construct.
Table 4. Hypothesis Results

Hypothesis Proposed Relationship Path Direction in Result
Model

H1 Relative Advantage — Digital Vision Negative (-0.157) Not Supported

H2 Compatibility — Digital Vision Negative (—0.180) Not Supported

H3 Organizational Readiness — Digital Vision Weak Positive Partially
(0.054) Supported

H4 Management Support — Digital Vision Weak Positive Partially
(0.079) Supported

H5 Competitive Pressure — Digital Vision Negative (—0.104) Not Supported

H6 Vendor Support — Cloud Accounting Adoption Positive Supported

H7 Digital Vision — Cloud Accounting Adoption Negative (—0.146) Not Supported

H8 Cloud Accounting Adoption — Organizational Weak Positive Supported

Performance (0.115)

Table 4 summarizes the results of the hypothesis testing related to cloud accounting adoption. Results of the
hypothesis testing show mixed confirmation of the postulated relationships within the model. Relative advantage
(H1) and compatibility (H2) also exhibit negative effect to the digital vision, and thus, the rejection of the
hypotheses, the competitive pressure (H5) also does not reveal expected positive effect. Organizational readiness
(H3) and management support (H4) have weak and positive influences on digital vision implying partial support
i.e. these factors do support but not strongly enough to confirm the hypotheses. The vendor support (H6) has a
positive effect on cloud accounting adoption, which proves that this factor is essential in the implementation
process. Nevertheless, digital vision cannot be positively transformed into adoption strategy as H7, as the
association is not positive in the model. Lastly, adoption accounting experiences a positive although small effect
on organizational performance (H8) that means that despite the fact that adoption has a positive effect to the
increase in performance, it is a relatively small one. In general, the findings indicate that although certain
organizational and supporting factors contribute to adoption, in this respect, a number of the predicted
technological and strategic drivers do not work as assumed.

DISCUSSION

This paper explores the use of cloud accounting in Pakistan and specifically its drivers, impediments and the
implication to the small and medium sized businesses. The results indicate Relative Advantage and Digital Vision
are the strongest predictors of cloud adoption to accounting. Meanwhile, there are still major obstacles including
data security issues, digital illiteracy and insufficient infrastructure that limit its adoption especially in rural and
underserved areas. Despite the advantages associated with the use of cloud accounting, such as real-time financial
data access, affordability, and scalability, numerous companies are still reluctant because of the risk of data
security, lack of expertise or training in technical matters. However, these issues did not stop the overall trend in
favor of digital transformation, particularly in larger companies and sectors that have already realized the strategic
importance of cloud technologies in improving the effectiveness of operations and the decision-making process.
The paper is based on the Technology-Organization-Environment framework where the most essential
technological, organizational and environmental factors influencing the cloud accounting adoption are identified.
Relative Advantage and Compatibility are technological variables that prove to be significant predictors of
adoption, as well as Organizational Readiness. Comparatively, Management Support and Competitive Pressure
exhibit less significant or statistically non-significant effects of their impact on Digital Vision and the ensuing
adoption decisions. These results indicate that internal technological fit and readiness are more decisive in
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predetermining the adoption processes than external environmental factors like vendor support or competitive

rivalry. The findings also capture the transformative aspect of cloud accounting in enhancing financial

management, operational transparency and customer satisfaction across the Pakistani enterprises. Nevertheless,

the overall low R-square levels that were obtained when including some of the endogenous constructs, especially

Organizational Performance, suggest the presence of more explanatory variables that could affect the overall

adoption of cloud accounting effectiveness. Further, in spite of the Saturated and Estimated model fit indices

indicating that the model is performing well, some of the values of the Normed Fit Index are negative and this

indicates that there are areas in which the model can be optimized in regards to specification.

CONCLUSION

This study presents useful findings regarding the uptake of cloud accounting by small and medium-sized

enterprises in Pakistan by evaluating the technological, organizational, and environmental factors that drive the

adoption of cloud accounting. The results show Relative Advantage and Digital Vision were the most prominent

motivation of adoption. Meanwhile, recurrent obstacles such as fears of data security, being digital illiterate and

lack of proper infrastructure are all impediments towards wider adoption. Even though the advantages of cloud

accounting are not underestimated, most of the companies are still apprehensive because of apprehensions about

data integrity and restricted access to training and technical applications. The findings also indicate that internal

organizational forces are of greater impact than the external forces. Although Organizational Readiness and

Technological Compatibility prove to be significant determinants, Competitive Pressure and Management Support

seem to possess relatively low impacts on the results of adoptions. This suggests that internal alignment,

preparedness and perceived technological value might be more decisive factors than external competitive forces

in determining the adoption decisions. Moreover, despite the adoption of cloud accounting proving to be a

potential way to improve the performance of the business and the decision-making process, the results suggest

that there are also other contextual variables that are not incorporated in the current study and can affect the

performance outcomes. To overcome these obstacles to achieve positive results of cloud accounting

implementation in Pakistan, companies should focus on overcoming them by investing in stable infrastructure,

organised training of employees, and enhanced data protection systems. Government and industry stakeholders

support is also crucial to enhance awareness and create specific regulatory protection and support capacity

building among the small and medium-sized businesses. This kind of motivated action will allow companies to

realize maximum vested potentials of cloud accounting and promote digital transformation in the Pakistani

business environment.
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