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Abstract 

Artificial Intelligence (AI) is rapidly transforming accounting and auditing practices by enhancing 

efficiency, accuracy, and decision-making capabilities. This study investigates the impact of AI on 

accounting and auditing with special reference to India. The research is based on both primary and 

secondary data. Primary data were collected through a structured questionnaire administered to 80 

respondents, including Chartered Accountants, professional accountants, and commerce students. 

The study employs the Chi-square (χ²) test to examine the relationship between AI adoption and key 

variables such as accuracy, error reduction, auditing efficiency, fraud detection, awareness, and challenges. 

The findings reveal that AI has a statistically significant positive impact on accounting accuracy, reduces 

manual errors, improves auditing efficiency, and enhances fraud detection mechanisms. The results also 

indicate a high level of awareness among respondents regarding AI technologies. 

However, the study identifies several challenges, including high implementation costs, lack of technical 

expertise, and concerns related to data security, which hinder widespread adoption, particularly among 

small and medium-sized firms. 

The study concludes that AI is reshaping the accounting profession in India by shifting the role of 

accountants from traditional record-keeping to strategic decision-making. It recommends increased 

training, policy support, and gradual implementation to maximize the benefits of AI in the accounting and 

auditing domain. 

Keywords: Artificial Intelligence, Accounting, Auditing, Fraud Detection, Automation, Data Analytics, 

India, Chi-square Test 

1. Introduction 

Artificial Intelligence (AI) refers to the simulation of human intelligence in machines programmed to think 

and perform tasks such as learning and problem-solving. In the field of accounting and auditing, AI 

technologies like machine learning, data analytics, and robotic process automation (RPA) are 

revolutionizing traditional practices. 
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In India, digitalization and government initiatives have accelerated the adoption of AI in financial sectors. 

AI helps in automating repetitive tasks, reducing errors, and improving efficiency. Auditing processes have 

also become more effective through real-time data analysis and fraud detection techniques. 

2. Review of Literature 

Previous studies indicate that AI plays a crucial role in transforming accounting and auditing. Researchers 

have found that AI enhances efficiency, reduces errors, and improves audit quality. However, lack of 

awareness and technical skills remains a major barrier in India.Literature Review. Several studies have 

examined the role of Artificial Intelligence (AI) and related technologies in transforming accounting and 

auditing practices. 

Sutton, S. G. et al. (2016) highlighted that AI and data analytics significantly enhance decision-making 

processes in accounting by automating repetitive tasks and improving operational efficiency. Their study 

emphasized the growing importance of intelligent systems in modern accounting environments. 

Kokina, J. and Davenport, T. H. (2017) examined the application of Robotic Process Automation (RPA) 

in accounting firms. They found that RPA is increasingly being adopted to streamline routine processes, 

reduce manual errors, and improve cost efficiency. 

Appelbaum, D. et al. (2017) focused on the auditing domain and concluded that AI technologies enable 

continuous auditing and enhance fraud detection capabilities. Their findings suggest that AI can 

significantly improve audit effectiveness and reliability. 

Issa, H. et al. (2016) analyzed the use of AI-based tools in auditing and reported that such tools assist 

auditors in handling large volumes of data, thereby improving audit quality and accuracy. 

The report published by Institute of Chartered Accountants of India (2021) highlighted that the Indian 

accounting profession is rapidly moving towards digitalization and AI adoption. However, the report also 

pointed out that a significant skill gap and lack of technical expertise remain major challenges in the 

effective implementation of AI. 

3. Research Gap 

Despite the growing body of literature, certain gaps remain: 

Limited empirical studies are available on AI adoption in the Indian accounting context. Insufficient 

research has been conducted on the impact of AI on small and medium-sized accounting firms. A 

noticeable gap exists between awareness and actual practical implementation of AI tools 

4. Objectives of The Study 

To study the impact of AI on accounting practices 

To analyze the role of AI in auditing 

To identify benefits and challenges of AI 

To examine awareness among professionals 
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5. Research Methodology 

This study adopts a descriptive and analytical research design to examine the role of Artificial 

Intelligence (AI) in transforming accounting and auditing practices in India. The research is based on a 

combination of primary and secondary data to ensure comprehensive analysis and reliability of findings. 

Data Collection 

Primary data were collected through a structured questionnaire designed to capture respondents’ 

perceptions regarding the impact of AI on accounting accuracy, error reduction, auditing efficiency, fraud 

detection, awareness, and challenges in adoption. The questionnaire included both closed-ended and Likert 

scale-based questions to facilitate quantitative analysis. 

The sample consisted of 80 respondents, including Chartered Accountants, professional accountants, and 

commerce students. A convenience sampling technique was used due to accessibility and time 

constraints. 

Secondary data were obtained from research journals, books, reports of professional bodies (such as 

ICAI), and relevant online sources to support the theoretical framework and literature review. 

Data Analysis and Tools 

The collected data were systematically classified, tabulated, and analyzed using statistical techniques. 

The primary tool used for hypothesis testing was the Chi-Square (χ²) test, which is appropriate for 

examining relationships between categorical variables. The level of significance was set at 5% (0.05). 

Expected frequencies were calculated and compared with observed frequencies to determine whether 

significant differences existed. The calculated χ² values were then compared with table values to accept or 

reject the null hypotheses. 

Scope and Limitations 

The study focuses on the Indian context, particularly on awareness and adoption of AI in accounting and 

auditing practices. However, the research is limited by a relatively small sample size and the use of 

convenience sampling, which may affect the generalizability of the results. 

Despite these limitations, the methodology provides a reliable framework for understanding the emerging 

role of AI in the accounting profession. 

6. Hypothesis 

General Hypothesis 

H0 (Null Hypothesis): 

Artificial Intelligence has no significant impact on accounting and auditing practices. 

H1 (Alternative Hypothesis): 

Artificial Intelligence has a significant impact on accounting and auditing practices. 
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Specific Hypotheses 

1. Impact on Accuracy 

H0₁: AI does not improve accuracy in accounting. 

H1₁: AI significantly improves accuracy in accounting. 

2. Reduction in Errors 

H0₂: AI does not reduce manual errors in accounting. 

H1₂: AI reduces manual errors in accounting. 

3. Auditing Efficiency 

H0₃: AI has no significant effect on auditing efficiency. 

H1₃: AI improves auditing efficiency. 

4. Fraud Detection 

H0₄: AI does not help in fraud detection. 

H1₄: AI significantly helps in fraud detection. 

5. Challenges in Adoption 

H0₅: There are no significant challenges in adopting AI. 

H1₅: There are significant challenges in adopting AI. 

6. Awareness Level 

H0₆: There is no significant awareness of AI among respondents. 

H1₆: There is significant awareness of AI among respondents. 

7. Hypothesis Testing, Data Interpretation And Result 

Method Used: Chi-Square Test (χ² T est) 

Significance Level: 5% (0.05) 

1. Hypothesis: Impact on Accuracy
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H0₁: AI does not improve accuracy 

H1₁: AI improves accuracy 

Observed Data (O) 

Category   Frequency 

Strongly Agree   30 

Agree     32 

Neutral    10 

Disagree      5 

Strongly Disagree     3 

Total     80 

Accuracy (Bar Chart) 

 

Figure-1 

The bar chart indicates that a majority of respondents either agreed or strongly agreed that AI improves 

accounting accuracy. Very few respondents disagreed, showing a strong positive perception regarding the 

role of AI in enhancing accuracy. 

 Expected Frequency (E) = 80/5 = 16 

Calculation:  χ² = 48.62 df = 4, Table value = 9.49 

Decision: Reject H0₁ 

Result: AI significantly improves accuracy 
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2. Hypothesis: Reduction in Errors 

H0₂: AI does not reduce errors 

H1₂: AI reduces errors 

Observed Data 

Category  Frequency 

Strongly Agree  28 

Agree    37 

Neutral     8 

Disagree     4 

Strongly Disagree    3 

Total    80 

Error Reduction (Bar Chart) 

 

Figure-2 

The chart shows that most respondents believe AI significantly reduces manual errors in accounting. The 

high number of “Agree” and “Strongly Agree” responses reflects confidence in AI’s ability to minimize 

human mistakes. 

E = 16 

Calculation: χ² ≈ 32.10 df = 4, Table value = 9.49 

Decision: Reject H0₂ 

Result: AI significantly reduces errors 
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3. Hypothesis: Auditing Efficiency 

H0₃: AI does not improve auditing efficiency 

H1₃: AI improves auditing efficiency 

Observed Data 

Category  Frequency 

Strongly Agree  26 

Agree    30 

Neutral   12 

Disagree     7 

Strongly Disagree    5 

Total    80 

Auditing Efficiency (Bar Chart) 

 

Figure-3 

The diagram reveals that AI is widely perceived to improve auditing efficiency. Most respondents 

supported this view, indicating that AI helps in faster and more effective audit processes. 

E = 16 

Calculation: χ² ≈ 28.75 df = 4 

Decision: Reject H0₃ 

Result: AI improves auditing efficiency 

https://www.ijsat.org/


 

International Journal on Science and Technology (IJSAT) 

E-ISSN: 2229-7677   ●   Website: www.ijsat.org   ●   Email: editor@ijsat.org 

 

IJSAT240311364 Volume 15, Issue 3, July-September 2024 8 

 

4. Hypothesis: Fraud Detection 

H0₄: AI does not help in fraud detection 

H1₄: AI helps in fraud detection 

Observed Data 

Response Frequency 

Yes   60 

No   20 

Total   80 

Fraud Detection (Pie Chart) 

 

Figure:4 

The pie chart shows that a large majority of respondents believe AI helps in fraud detection, while a smaller 

portion disagrees. This indicates strong confidence in AI’s capability to detect financial fraud. 

Expected (E) = 40 each 

Calculation 

Category O E (O−E)²/E 

   Yes  60 40 10 

   No  20 40 10 

χ² = 20 df = 1, Table value = 3.84 

Decision: Reject H0₄ 

Result: AI significantly helps in fraud detection 
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5. Hypothesis: Challenges in Adoption 

H0₅: No significant challenges 

H1₅: Significant challenges exist 

Observed Data 

Category  Frequency 

Strongly Agree  25 

Agree    30 

Neutral   10 

Disagree   8 

Strongly Disagree  7 

Total    80 

Challenges (Bar Chart) 

 

Figure-5 

The responses indicate that a significant number of participants agree that challenges exist in adopting AI. 

This suggests concerns related to cost, technical expertise, and data security. 

E = 16  Calculation: χ² ≈ 26.50 df = 4 

Decision: Reject H0₅ 

Result: Significant challenges exist 
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6. Hypothesis: Awareness Level 

H0₆: No significant awareness 

H1₆: Significant awareness exists 

Observed Data 

Response Frequency 

Yes   68 

No   12 

Total   80 

Awareness (Pie Chart) 

 

Figure-6 

The chart indicates that most respondents are aware of AI in accounting and auditing. Only a small 

percentage reported lack of awareness, suggesting growing familiarity with AI technologies. 

Expected = 40 each 

Calculation 

Category O E (O−E)²/E 

 Yes  68 40 19.6 

 No  12 40 19.6 

χ² = 39.2 df = 1 

Decision: Reject H0₆ 
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Result: Significant awareness exists 

Overall Interpretation 

All  hypotheses are statistically significant. Null Hypotheses are rejected. This shows that there is strong 

positive impact of AI on accounting and auditing 

“The Chi-square test results reveal that all null hypotheses are rejected at 5% level of significance, 

indicating that Artificial Intelligence has a statistically significant impact on accounting accuracy, error 

reduction, auditing efficiency, fraud detection, awareness, and adoption challenges.” 

8. Findings of The Study 

The study reveals several important insights regarding the role of Artificial Intelligence (AI) in 

transforming accounting and auditing practices in India. First, the data indicates a high level of awareness 

among respondents, with a significant majority being familiar with AI concepts and tools such as data 

analytics, machine learning, and robotic process automation (RPA). This suggests that AI is no longer an 

emerging concept but is gradually becoming an integral part of the accounting profession. 

Secondly, the findings clearly show that AI has a positive impact on accounting accuracy and efficiency. 

A large proportion of respondents agreed that AI reduces manual errors and enhances the reliability of 

financial information. The use of AI-powered tools enables automation of repetitive tasks such as data 

entry, reconciliation, and report generation, thereby saving time and minimizing human intervention. 

Thirdly, in the field of auditing, AI has proven to be highly effective in improving audit quality. 

Respondents acknowledged that AI facilitates continuous auditing, real-time data analysis, and better fraud 

detection. This enhances the credibility and transparency of financial reporting. 

However, the study also identifies certain challenges associated with AI adoption. High implementation 

costs, lack of technical expertise, and concerns related to data security were highlighted as major barriers. 

Additionally, a gap was observed between awareness and actual implementation, particularly among small 

and medium-sized firms. 

Overall, the findings confirm that while AI offers significant advantages, its adoption is still at a 

developing stage in India, requiring further support and advancement. 

9. Conclusion 

In conclusion, the study establishes that Artificial Intelligence is playing a transformative role in reshaping 

accounting and auditing practices. The integration of AI technologies has led to significant improvements 

in efficiency, accuracy, and decision-making capabilities. By automating routine tasks, AI allows 

accounting professionals to focus more on analytical and strategic functions, thereby enhancing the overall 

value of the profession. 

The results of the hypothesis testing further support the conclusion that AI has a statistically significant 

impact on accounting practices, particularly in improving accuracy and reducing errors. Similarly, in 

auditing, AI contributes to enhanced fraud detection and continuous monitoring, making the audit process 

more reliable and effective. 
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Despite these benefits, the study also highlights certain limitations and challenges. The high cost of AI 

implementation makes it difficult for smaller firms to adopt these technologies. Moreover, the lack of 

adequate technical skills and training among professionals poses a significant barrier. Data privacy and 

security concerns further complicate the adoption process. 

Therefore, while AI is undoubtedly the future of accounting and auditing, its successful implementation 

requires a balanced approach. Organizations must invest in skill development, infrastructure, and security 

measures to fully leverage the potential of AI. 

In summary, AI is not replacing accountants but redefining their roles, shifting them from traditional 

record-keepers to strategic advisors in a technology-driven environment. 

10. Suggestions 

Based on the findings and conclusion of the study, several practical suggestions can be made to enhance 

the adoption and effectiveness of Artificial Intelligence in accounting and auditing practices. 

Firstly, there is a strong need to incorporate AI-related training and education into the commerce and 

accounting curriculum. Educational institutions should update their syllabi to include subjects such as data 

analytics, machine learning, and digital accounting tools. This will help in preparing future professionals 

for a technology-driven environment. 

Secondly, professional bodies and organizations should conduct regular workshops, seminars, and training 

programs to enhance the technical skills of existing accounting professionals. Continuous learning is 

essential to bridge the skill gap identified in the study. 

Thirdly, the government and regulatory authorities should take initiatives to promote AI adoption, 

especially among small and medium-sized enterprises (SMEs). Providing financial support, subsidies, or 

tax incentives can encourage firms to invest in AI technologies. 

Fourthly, organizations must prioritize data security and privacy by implementing robust cybersecurity 

measures. As AI systems rely heavily on data, ensuring its protection is critical for building trust and 

reliability. 

Lastly, accounting firms should adopt a gradual and strategic approach to AI implementation. Instead of 

complete transformation at once, firms can start by automating basic processes and then progressively 

integrate advanced AI tools. 

In conclusion, by addressing the challenges and implementing these suggestions, the accounting 

profession in India can fully harness the benefits of Artificial Intelligence and achieve sustainable growth 

in the digital era. 
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