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ABSTRACT

In today’s digital era, digital transformation has expanded beyond industrial sectors and is increasingly

penetrating public accounting firms. This transformation is believed to enhance governance by improving

efficiency and effectiveness. This study aims to examine the factors influencing digital transformation
adoption using the Technology-Organization-Environment (TOE) framework. A quantitative method was
employed, and primary data was collected through questionnaires distributed to auditors working at public
accounting firms. Data analysis was conducted using Structural Equation Modeling with Partial Least
Squares (SEM-PLS) via SmartPLS version 4. The results indicate that technological, organizational, and
environmental factors significantly and positively influence digital transformation adoption. Furthermore,

digital transformation adoption is found to have a significant and positive effect on governance enhancement.
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1. INTRODUCTION

1.1 Research Background

Digitalization has been expedited due to
the Fourth Industrial Revolution in several sectors
including accounting and auditing. The global wave
of digitalization has also made digital
transformation a fait accompli in the public
accounting industry [1]. On top of this, auditors, and
especially attacking peak seasons, face an extreme
burden, as they are given a brutally rigid 120-day
deadline from fiscal year-end to audit. As clients
have increasingly transformed into multinational
corporations, the auditor faces new challenges in
performing audit procedures to identify material
misstatements and fraud in an efficient manner in
the fourth industrial revolution era [2]. As the
complexity of climate reporting has increased,
there has been a shift from auditable methods based
upon paper to digital transformation. Electronic
working papers are one type of those technologies,
artificial intelligence for anomaly detection, remote
auditing, computer-assisted audit techniques
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(CAATS), all of these can significantly enhance the
independence, transparency, and responsibility
through governance [3]. However, the adoption of
resources in these digital tools, in some limited cases
in the study, is ineffective especially in developing
countries like Indonesia, and there seems to be a lack
of creativity from the stakeholders that will push
them to transform as in [4] and [5].

Digital transformation is reshaping the
world of auditing, making processes more efficient,
accurate, and capable of uncovering anomalies or
fraud. Imagine auditors using tools like electronic
working papers, Al to spot irregularities, remote
auditing, or advanced software like CAATSs to
streamline their work. These innovations sound
promising, but the reality is that many auditors,
especially in developing countries like Indonesia,
haven’t fully embraced them. Widuri et al. [6] point
out that tools like CAATS are still underused, often
because auditors aren’t fully aware of their benefits
or lack the motivation to adopt them. Similarly,
Meraghni et al [4] highlight a broader issue many
professionals simply don’t realize how crucial
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digital transformation is for staying relevant in
today’s fast-paced world.

For auditors, this isn’t just about keeping
up with technology, it’s about staying competitive
and delivering better results. By embracing these
tools, auditors can not only improve the quality of
their work but also adapt to the changing demands
of their profession. The key lies in bridging the
awareness gap and creating a culture that values
innovation. After all, in a world that’s becoming
increasingly digital, standing still isn’t an option.

Digital transformation and technology
adoption in auditing have been widely studied,
particularly in the use of Computer-Assisted Audit
Tools and Techniques (CAATTs). For example,
research by Siew et al. [7] explored the factors that
influence CAATTs adoption in Malaysian audit
firms. They found that the complexity of client
accounting systems, support from professional
accounting bodies, and employees' IT skills played
a significant role. However, their study didn’t dive
into what happens after these technologies are
adopted specifically, how they impact governance in
auditing.

Meanwhile, Xin et al. [5] looked at how
digital transformation affects audit fees, focusing on
the role of information asymmetry. Their research
revealed an interesting pattern: at first, audit costs
increase as systems become more complex, but over
time, costs decline as efficiency and transparency
improve. Still, their study didn’t address how digital
transformation strengthens corporate governance or
what motivates public accountants to embrace these
changes.

Widuri et al. [8] took a closer look at
CAATTs adoption in developing countries like
Indonesia. Their findings highlight that professional
support and awareness of CAATTSs' benefits are
crucial for adoption. However, they didn’t fully
explore how these technologies improve governance
in auditing practices.

On another front, Meraghni [4] pointed out
a major roadblock: many accountants still lack
awareness of digital transformation and its benefits,
which slows down adoption. While this underscores
the need for better education and advocacy, the
study didn’t delve into how digitalization enhances
governance in public accounting.

Other research, such as the study by Manita
et al. [9], examined digital transformation’s effect
on corporate governance. However, their focus was
on industries like manufacturing and retail, leaving
a gap in understanding how these advancements
impact public accounting.
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Given these gaps, this study aims to
explore what drives public accountants to adopt
digital transformation and, more importantly, how
these technological changes contribute to better
governance in auditing. By addressing these
questions, this research not only adds to the existing
literature but also provides valuable insights for
auditors and accounting firms navigating the digital
era.

This study aims to explore the key factors
that drive public accountants to adopt digital
transformation and how this adoption improves
governance in auditing. As the business landscape
becomes more complex, auditors face increasing
pressure to enhance transparency, independence,
and accountability. Digital transformation—through
tools like Al-driven fraud detection, electronic
working papers, and computer-assisted audit
techniques (CAATTs) has become essential in
meeting these demands efficiently.

To better understand the adoption of digital
transformation, this study applies the Technology-
Organization-Environment ~ (TOE)  framework
developed by Tornatzky and Fleischer [10]. This
framework is particularly relevant because it
considers three crucial aspects of technology
adoption which is technology factor, organization
factor and environment factor.

Many previous studies have focused on
digital adoption in large firms in developed
economies [11] and [12], but research in developing
countries, such as Indonesia, remains scarce. By
applying the TOE framework in this context, this
study sheds light on the specific challenges and
opportunities faced by public accountants in
emerging markets.

This study offers valuable insights for
various stakeholders. For public accounting firms, it
helps identify key drivers of digital transformation
and how these can be leveraged to enhance audit
quality, efficiency, and governance. For regulators
and professional bodies, the findings support the
development of policies, training, and incentives
that promote digital adoption in the auditing
profession. Academically, research fills a gap by
exploring how digital transformation impacts
corporate governance within the context of public
accounting, an area still underexplored in current
literature.

1.2 Research Question

The research questions we will answer are as
follows:
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1. Does technology context positively affect
digital transformation adoption?

2. Does organization context positively affect
digital transformation adoption?

3. Does environment context positively affect
digital transformation adoption?

4. Does digital transformation adoption affect
governance enhancement?

2. LITERATURE REVIEW AND
HYPOTHESIS DEVELOPMENT

2.1 Technology Organization Environment

The Technology, Organization, and
Environment (TOE) framework, first proposed by
Tornatzky and Fleischer in 1990, is a theoretical
model used to explain the adoption of technology
within organizations [10]. The TOE framework
identifies three main factors that influence an
organization's decision to adopt and implement
technological innovations: technological context,
organizational context, and environmental context
[13]. The relevance of these three factors to digital
transformation in a public accounting firm is as
follows:

Technological context includes both the
internal and external technologies available to the
firm that could improve productivity[14]. Digital
transformation in accounting involves the
application of technology to accounting processes,
like recording transactions and creating financial
reports, which can now be done automatically and
in real-time. It can enhance audit quality and
efficiency. Organizational context refers to the
firm's characteristics, such as its size, management
structure, resources, and the quality of its
technology and financial resources [14]. Digital
transformation requires changes in the work culture
and improved individual performance. Firms need
to ensure that all aspects, from digital resources to
employee performance, support the goals of digital
transformation. Environmental context relates to the
industry in which the firm operates, including
competitors, business partners, and government
regulations[15]. When competitors take action,
firms are more likely to adjust their technology
strategies [13].

2.2 Technology Context and Digital
Transformation Adoption
The rapid advancement of technology is

driving digital transformation in public accounting
firms, compelling auditors to integrate tools like

Artificial Intelligence (Al), Machine Learning
(ML), and data analytics to enhance efficiency and
accuracy [16]. Al automates routine and repetitive
tasks, such as transaction matching and anomaly
detection, allowing auditors to focus on higher-level
analyses that require critical thinking and
professional judgment. ML, with its ability to
process large datasets in real-time and recognize
patterns, introduces a predictive dimension to
auditing, helping identify potential risks before they
materialize.

In public accounting profession transition
from manual paper-based processes to digital
workflows not only improves accuracy but also
reduces operational costs, minimizes human error,
and enhances compliance by ensuring a more
systematic approach to auditing[17]. Additionally,
digital documentation eliminates the need for
extensive physical storage, making audits more
streamlined and environmentally sustainable.

Researchers emphasize that while digital
transformation offers significant benefits, it also
presents challenges, such as the need for auditors to
develop new technical competencies and adapt to
evolving regulatory frameworks. The emergence of
Audit 4.0 driven by Al, ML, data analytics, and
robotic process automation (RPA) is revolutionizing
audit procedures, making them faster, more precise,
and increasingly data driven [18]. As a result,
auditors must embrace continuous learning and
innovation to keep pace with these technological
advancements and maintain audit quality in a
rapidly evolving financial landscape. The
hypothesis developed in this study is:

H1: Technology context positively affects digital
transformation

2.3 Organization Context and Digital
Transformation Adoption

The organizational context plays a crucial
role in determining how effectively auditors can
embrace digital transformation within public
accounting firms. Factors such as firm size,
management structure, resource availability, and
overall  organizational culture  significantly
influence the adoption of new technologies[19]. A
strong, supportive culture fosters innovation and
encourages auditors to adapt to digital tools and
methodologies. When an organization prioritizes
technological advancements and continuous
learning, auditors are more likely to embrace digital
transformation. As researchers have noted,
organizational culture further influences this
relationship by providing a supportive environment
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that facilitates the adoption of digital innovations
[20].

Effective leadership is also a driving force
behind digital transformation in audit firms. Leaders
must not only advocate for change but also ensure
that adequate financial and infrastructural resources
are allocated for training, software implementation,
and system upgrades [21]. The availability of
financial  resources  directly  impacts an
organization's ability to invest in advanced audit
technologies that enhance efficiency and accuracy.
Larger firms often have more financial and
technological resources to support digital
transformation initiatives, making it easier to
implement cutting-edge audit technologies.
However, smaller firms, while facing resource
limitations, can be more agile and adaptable in
integrating new technologies due to their flexible
structures. As highlighted by studies, Understanding
the dynamics of organizational culture within audit
firms is imperative for comprehending the
intricacies of auditing processes and their outcomes
[22]. Based on this premises, we formulate our
second hypothesis as follow:

H2: Organization context positively affects digital
transformation

2.4 Environment Context and Digital
Transformation Adoption

The environmental context plays a
significant role in influencing auditors at public
accounting firms to adopt digital transformation.
External factors such as regulatory requirements,
industry trends, and market competition drive firms
to integrate advanced technologies into their audit
processes [7]. Regulatory bodies often mandate the
adoption of digital tools to enhance compliance,
transparency, and financial reporting accuracy. For
instance, companies may be required to implement
specific  technologies to streamline auditing
processes. As noted by researchers, that digital
transformation has significantly influenced internal
auditing practices, necessitating an adaptation to
new technologies and methodologies [20].

Industry trends and competitive pressures
also push firms toward digital transformation. As
the auditing landscape evolves, firms must embrace
new technologies to remain competitive and meet
client expectations. Organizations that fail to adopt
innovative digital solutions risk losing clients to
firms offering more efficient, technology-driven
services. Studies highlight that the integration of
digital technologies enhances efficiency, flexibility,
and innovation within organizations [23],

e
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reinforcing the need for firms to stay ahead in a
rapidly changing business environment.
Additionally, external pressures from key
stakeholders, including investors and customers,
influence an organization’s decision to invest in
digital transformation. Stakeholders increasingly
expect companies to leverage technology to
improve performance, accuracy, and transparency.
As researchers emphasize, Understanding the
dynamics of organizational culture within audit
firms is imperative for comprehending the
intricacies of auditing processes [22], while digital
transformation presents new opportunities and
challenges in auditing, requiring auditors to adjust
their competencies [23]. The hypothesis developed
in this study is:
H3: Environment context positively affects digital
transformation

2.5 Digital Transformation Adoption and
Governance Enhancement

Digital transformation in context of public
accountant profession is set to significantly enhance
corporate governance among auditors at public
accounting firms by integrating advanced
technologies such as Artificial Intelligence (Al),
data analytics, and cloud computing into audit
processes[24]. These innovations improve
transparency by providing real-time insights into
business operations, allowing auditors to scrutinize
financial data more effectively. As noted in a study,
digital technology impacts audit firms at multiple
levels [9], particularly by strengthening audits as a
governance mechanism. This highlights how digital
tools can enhance oversight capabilities and
reinforce corporate governance.

The adoption of Al and data analytics also
improves efficiency and risk assessment by enabling
auditors to analyse vast datasets more effectively
[25]. By identifying potential risks with greater
precision, auditors can enhance risk assessment
strategies and  provide more  informed
recommendations. Researchers emphasize that the
digital audit creates greater visibility around
business risks, allowing auditors to challenge
management more effectively and contribute to
stronger governance practices [26].

Additionally, digital transformation aids
firms in adapting to evolving regulatory
requirements by automating compliance processes
and ensuring consistency across audits [23].
Furthermore, digital transformation enhances
efficiency, flexibility, and innovation within
organizations  indirectly  supporting  better
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governance  through  improved  operational
effectiveness[5]. Collectively, these technological
advancements foster a more transparent, efficient,
and accountable auditing environment,
strengthening corporate governance within public
accounting firms. The hypothesis developed in this
study is:

H4: Digital transformation adoption positively
affects governance enhancement

3. REASEARCH METHODOLOGY

3.1 Reasearch Method

This study adopts a quantitative approach
by testing hypotheses through statistical data
analysis. The research uses primary data, collected
directly through the distribution of questionnaires to
auditors working in Public Accounting Firms
(PAFs). The population in this study falls under the
unknown population category, as the number of
auditors working in PAFs fluctuates frequently due
to factors such as contract completion, job
transitions, or resignations. Therefore, to determine
an appropriate sample size, this study follows the
method proposed by Hair et al. [27], which suggests
that the minimum number of respondents for an
unknown population should be 5 to 10 times the
number of indicators. This study has 15 indicators,
it means that minimum saple size is 75 respondents.
We have collected total number of 26 respondents
which is considered proper

The sampling method used in this study
includes convenience sampling and snowball
sampling.  Convenience  sampling involves
distributing questionnaires to auditors who are
easily accessible, such as colleagues or
acquaintances working in PAFs. Snowball
sampling, on the other hand, involves asking initial
respondents to share the questionnaire with their
coworkers, supervisors, or other colleagues in the
accounting industry, gradually increasing the
number of participants. The questionnaire is
distributed online using Google Forms to facilitate
access and encourage participation.

The questionnaire employs a Likert scale
from 1 to 5, where 1 represents "strongly disagree"
and 5 represents "strongly agree." The collected data
will be analyzed using the Structural Equation
Modeling - Partial Least Squares (SEM-PLS)
method, which is advantageous for small sample
sizes and non-normally distributed data. The data
analysis process will be conducted using SmartPLS
4, the latest version of SmartPLS, which offers

enhanced features for accurate statistical analysis.
Dataset of this research is available to download at
https://zenodo.org/records/15866036

3.2 Operation of Variable

To quantitatively measure the impact of
digital transformation on auditing, we define key
research variables and their indicators. Table I
presents the operationalization of these variables,
which are derived from relevant literature. Each
variable is represented by multiple indicators that
help ensure a structured and measurable approach to
data collection and analysis.

Table 1. Operational Variable
Variable

Indicator Source

1. Useof Al, ML, [28]
and data
analytics in
auditing
Automation of
routine audit
tasks
3. Integration of
digital tools in
risk assessment
1. Supportive [29]
culture for
digital adoption
Leadership
commitment to
digital
transformation
3. Availability of
financial and
training
resources
1. Regulatory [30]
requirements for
digital audits
Market
competition,
driving tech
adoption
3. External
stakeholder
expectations on
transparency
1. Level of digital [30]
tool utilization
in audit
processes
Easy of
integrating new
technologies in
audit firms

Technology
Context 2.

Organization 2.
Context

Environment 2.
Context

Digital
Transformation
Adoption 2.
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3.  Employee
readiness and
willingness to
adopt
technology
1. Improved audit [28],
transparency [29]
and
accountability
Enhanced risk
identification
and mitigation
3. Compliance
with evolving

regulatory
standards

Governance
Enhancement 2.

4. RESEARCH RESULTS AND
DISCUSSION

4.1 Identity of Respondents

This study utilized a questionnaire
distributed to auditors employed at public
accounting firms across Indonesia. The final dataset
consisted of 126 valid responses. This sample size
adheres to the minimum requirements set by Hair et
al.[27], which recommends having at least five
respondents for each indicator used in the study. The
questionnaire also gathered demographic details
such as the participants’ age, gender, job title, and
work experience, which are summarized in the table
II below.

Table I1. Identity of Respondents

Characteristics « %
Gender
Male 53 42.1%
Female 73 57.9%
Age
Under 25 3 2.4%
25-30 63 50%
31-35 44 34.9%
Above 35 16 12.7%
Work Experience
Under 1 year 3 2.4%

1 - 3 years 63 50%

4 - 6 years 44 34.9%

More than 6 years 16 12.7%
Position

Junior Auditor 47 37.3%

Senior Auditor 49 38.9%

Manager 4 3.2%

Partner 26 20.6%

e
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Table II highlights that most participants in
the study are female, predominantly within the 25 to
30 age range, and generally employed as Junior or
Senior Auditors at public accounting firms. The
majority also reported having between 1 to 3 years
of work experience. This demographic data was
collected from the first few survey questions, while
the following sections of the questionnaire
addressed the study’s key variables and their
indicators. The relationships between the exogenous
and endogenous variables are represented through a
structural model and analysed using the Partial Least
Squares (PLS) method with the SmartPLS 4
software. The next sections provide a
comprehensive breakdown of the analysis results.

4.2 Outer Loading Test

An outer loading test was conducted on the
questionnaire to verify that each indicator reliably
reflects its corresponding variable. This step is
essential to ensure that the indicators validly
represent the constructs being measured. Table III
show indicators with loading values below 0.5 were
excluded from the analysis to preserve the integrity
and accuracy of the measurement model.

Table I11. Outer Loading Value

Indicators Loading
GOV1 0,900
GOV2 0,881
GOV3 0,840
DTA1 0,851
DTA2 0,842
DTA3 0,871

TC1 0,873
TC2 0,849
TC3 0,802
OCl1 0,840
0C2 0,857
0C3 0,814
EC1 0,825
EC2 0,887
EC3 0,848

4.3 Validity and Reliability Test

To ensure the precision and consistency of
the measurement instruments used in this study,
both validity and reliability assessments were
conducted. These evaluations are essential to
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confirm that the results are not only accurate but also
meaningful. It's important to note that both aspects
must be fulfilled achieving validity without
reliability, or vice versa, does not ensure a strong
measurement model. Validity refers to how
effectively an instrument measures the intended
concept, while reliability pertains to the consistency
and stability of the measurements over time.

Validity is further categorized into
convergent and discriminant validity. Convergent
validity determines how closely related indicators of
a specific construct are, and it is evaluated using the
Average Variance Extracted (AVE). An AVE score
of 0.5 or above indicates that a latent construct
accounts for more than half of the variance observed
in its indicators [40]. For reliability, composite
reliability (rho c) is used to measure internal
consistency, with acceptable values generally
falling between 0.6 and 0.7 or higher.

In this study, all indicators satisfied the
criteria for convergent validity, as evidenced by
AVE values exceeding 0.5. Additionally, the
constructs demonstrated strong reliability, with
composite reliability scores all surpassing the 0.7
benchmark, as detailed in Table I'V.

Table IV. Composite Reliability and Average
Variance Extracted

Composite

Variable AVE reliability
DTA 0.730 0.890
EC 0.729 0.890
GOV 0.764 0.907
oC 0.701 0.876
TC 0.709 0.880

Discriminant validity ensures that each
construct in the study is measured distinctly and not
confused with others. In this research, the
Heterotrait-Monotrait Ratio (HTMT) was used to
assess discriminant validity, which is considered a
reliable method. An HTMT value below 0.85
indicates that the constructs are clearly
differentiated from one another.

As shown in Table 5, all HTMT values are
within the acceptable range, demonstrating that the
constructs are sufficiently distinct. This confirms
that each variable is represented by its own
indicators without significant overlap with others.

Using HTMT helps verify that the
instruments used in this study measure exactly what
they are supposed to, reducing the risk of measuring
unrelated concepts. This strengthens the validity of
the research by ensuring the accuracy and
uniqueness of each construct in the model.

Table V. Heterotrait-Monotrait Ratio

DTA EC GOV OC TC
DTA
EC 0.526
GOV 0491 0.226
oC 0.429 0.068  0.068
TC 0.417 0.138  0.226 0.115

4.4 Coefficient Determination Test

After confirming the validity and reliability
of the construct measurements, the next step
involves evaluating the structural model (inner
model). This includes assessing the model's
predictive power and the relationships between the
variables, typically through the coefficient of
determination R-square.

Based on the results shown in Table 6, the
adjusted R-square value for the Digital
Transformation Adoption construct is 0.433,
indicating that the variables Technology Context,
Organizational Context, and Environmental Context
collectively explain 43% of the variance in digital
transformation adoption among auditors. The
remaining 57% is likely influenced by factors not
examined in this study.

Meanwhile, the adjusted R-square value
for the Governance Enhancement construct is 0.166,
suggesting that the level of digital transformation
adoption accounts for 16% of the variance in
governance improvement within public accounting
firms. The other 84% may be attributed to external
variables beyond the scope of this research.

Table VI. Coefficient of Determination

R-square
R-square adjusted
DTA 0.447 0.433
GOV 0.172 0.166

e
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4.5 Hypothesis Testing

The path coefficients representing the
hypothesized relationships between constructs are
obtained after running the PLS-SEM algorithm. To
determine the significance of these relationships,




Journal of Theoretical and Applied Information Technology ~
15" September 2025. Vol.103. No.17 ]

© Little Lion Scientific

" A mmmm—
S/

ISSN: 1992-8645

www.jatit.org

E-ISSN: 1817-3195

hypothesis testing is carried out using the
bootstrapping resampling method available in
SmartPLS. This procedure calculates the standard
errors, which are then used to derive the t-statistics
and p-values for each path.

A hypothesis is considered supported if the
t-statistic exceeds the critical value from the t-
distribution, and the p-value is below the threshold
of 0.05, assuming a 5% level of significance. Since
this study uses a two-tailed test, the critical t-value
is 1.96. Therefore, if the resulting t-statistic is
greater than 1.96 and the p-value is less than or equal
to 0.05, the path between the variables is deemed
statistically significant, leading to the rejection of
the null hypothesis and acceptance of the
alternative.

Table VII. Hypothesis Testing

Hypothesis Original T P Values
Sample  Statistics
DTA—-GOV 0.415 6.137 0.000
EC—DTA 0.483 7.865 0.000
OC—DTA 0.329 5.916 0.000
TC—DTA 0.363 6.618 0.000

The structural model analysis confirms the
statistical ~ significance of the hypothesized
relationships between the variables, as evaluated
through the bootstrapping procedure in SmartPLS.
With a significance level of 5% and a two-tailed test,
the critical t-value is set at 1.96, meaning that a t-
statistic exceeding this value and a p-value below
0.05 indicates a meaningful relationship.

The results reveal that Digital
Transformation Adoption (DTA) has a significant
positive impact on Governance Enhancement
(GOV), as shown by a path coefficient of 0.415, a t-
statistic of 6.137, and a p-value of 0.000. Similarly,
the Environmental Context (EC) strongly influences
DTA, with a coefficient of 0.483, a t-statistic of
7.865, and a p-value of 0.000. The Organizational
Context (OC) also exhibits a significant effect on
DTA, reflected by a coefficient of 0.329, a t-statistic
of 5.916, and a p-value of 0.000. Additionally, the
Technology Context (TC) shows a statistically
significant influence on DTA, with a coefficient of
0.363, a t-statistic of 6.618, and a p-value of 0.000.
As all t-values exceed the threshold and all p-values
fall below 0.05, the findings confirm that each
proposed hypothesis is supported, and the
corresponding null hypotheses are rejected.

Based on the results, the analysis indicates
that the hypothesized relationships between the
independent variables and Digital Transformation
Adoption (DTA) are statistically significant.
Specifically, the Technology Context,
Organizational Context, and Environmental Context
each have a meaningful influence on DTA.
Furthermore, the findings also show that DTA has a
significant  direct impact on Governance
Enhancement. These results highlight the
importance of technological, organizational, and
environmental factors in driving digital adoption,
which in turn plays a critical role in strengthening
governance practices within audit firms.

Y0873
TC2 <0849
& 0802

TC.
0.363

DTA1 Gov.1

_oest™” _oso™”
0842 0.415.2 —o08s1> Gov2
~
0871y 0840

Fosi0__
0c2 <0857 0.329—>
0814
- DTA3 cov3

oc3 oc. DTA. GOV.
0.483

EC1
Foas_
EC2 <0887
& 0848

EC.

Figure 1. Research Path Coefficient

4.6 Discussion

The results of the hypothesis testing
indicate that not all examined variables have a

significant impact on digital transformation
adoption (DTA) in auditing. Moreover, the
Environmental Context (EC), Organizational

Context (OC), and Technological Context (TC) each
show a strong and statistically significant positive
influence on DTA. This result support previous
research by [7]. This implies that factors such as
regulatory demands, competitive pressures, internal
leadership support, organizational readiness, and the
availability of digital infrastructure are key drivers
in encouraging auditors to adopt digital technologies
as stated before in [19]. These findings highlight the
importance of a supportive internal and external
environment in fostering digital innovation within
audit practices.

In addition, the study confirms that DTA
significantly contributes to the enhancement of
governance (GOV). The strong path coefficient and
t-statistic suggest that the use of digital tools in
auditing can lead to better transparency, improved
risk management, and greater compliance with
regulations. This supports the previous idea that
digital transformation is not only about operational
efficiency but also plays a critical role in
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strengthening ~ governance within
organizations [31].

These findings are consistent with previous
research emphasizing the need for organizational
and environmental readiness to successfully
implement digital transformation. The adoption of
technologies such as Al, automation, and data
analytics is more likely when firms have the
necessary leadership, resources, and regulatory
motivation. The positive influence of DTA on GOV
further confirms the value of integrating digital
solutions to improve audit quality and governance
outcomes.

Furthermore, all the tested hypotheses
produced t-statistics above the critical value of 1.96
and p-values below 0.05, demonstrating the
significance and reliability of the model used in this
research. These results offer both academic
contributions and practical insights for accounting
firms aiming to boost governance performance
through digital innovation.

systems

5. CONCLUSION

This study provides empirical evidence
that technological context, organizational context,
and environmental context each play a significant
role in influencing the adoption of digital
transformation within public accounting firms in
Indonesia. The results demonstrate that when firms
have access to appropriate digital infrastructure,
leadership support, and are exposed to external
pressures such as market competition or regulatory
demands, they are more likely to adopt digital tools
and systems in their audit processes. Furthermore,
the findings confirm that digital transformation
adoption positively contributes to the enhancement
of governance within these firms. Specifically, it
enables more transparent, efficient, and accountable
audit practices, which ultimately strengthen
organizational governance.

These insights suggest several practical
implications. For public accounting firms aiming to
advance their digital transformation journey,
strategic investments in digital infrastructure such as
acquiring advanced audit software, upgrading
hardware systems, and providing reliable IT
support—are crucial. Equally important is the
cultivation of a digital mindset among auditors by
increasing their awareness of the long-term benefits
and strategic importance of digital transformation.
Training programs, continuous professional
development, and change management initiatives
can further support this transition, ensuring that

auditors are not only equipped with the right tools
but also with the right mindset to embrace digital
innovation.

Looking ahead, future researchers are
encouraged to build on this study by applying
similar  research  frameworks to different
geographical regions or varying types of accounting
organizations. Doing so could offer broader insights
into contextual differences in digital adoption
practices. Moreover, upcoming studies might
explore the same phenomenon using different
theoretical lenses, such as the Unified Theory of
Acceptance and Use of Technology (UTAUT), the
Diffusion of Innovation theory, or Technology-
Organization-Environment (TOE) frameworks in
combination with other behavioural or institutional
theories. These alternative approaches could
uncover additional determinants and provide a more
comprehensive understanding of the factors
influencing digital transformation in the auditing
profession.
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