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Abstract. This paper talks about how good accounting information (AIQ) 
helps companies deal with risks (ERM) in today’s fast-moving world. It says 

that when data is right, on time, and easy to read, companies can find 
problems faster, know how big they are, and act in time. To make this easy 
to see, the paper uses three simple ideas—agency, stakeholder, and resource 
views. These ideas show how data that is correct, quick, and useful can help 
with money, daily work, plans, and rules. Real examples from companies 
like Amazon, Microsoft, and Unilever show that strong AIQ helps managers 
and teams make better choices, build trust with staff and investors, and lower 
risk. But problems still exist, like old systems that do not work well together 
and workers who do not like new tools. The paper gives ideas such as using 

better tech, training staff, and building a culture that values clear and true 
data. It ends by saying that more real tests with numbers and cases are 
needed to see how much AIQ really helps risk work. 

1 Introduction  

In today's fast-changing business world, companies face more risks than ever before. These 

risks come from markets, technology, rules, and global events. To stay strong, firms need 

precise, timely, and valuable data. Accounting Information Quality (AIQ) gives this kind of 

data. It helps managers make informed decisions and act promptly.Within the company, AIQ 

enhances planning, budgeting, and performance monitoring. It also helps identify problems 
early and utilize resources more effectively [1, 2]. Outside the company, good data builds 

trust, clarifies reporting, and helps ensure compliance with laws [3]. 

This type of robust data is crucial to Enterprise Risk Management (ERM). ERM needs correct 

and stable data to find, check, and handle different risks. When AIQ is good, companies 

manage risk better and prepare for the future. So, better AIQ also means stronger ERM and 

more stable companies. 

This paper looks at past studies to see how AIQ and ERM work together. It lists the main 

ideas, shows how AIQ helps in each risk step, and points out fundamental problems that firms 

face when using AIQ. The main goal is to see how AIQ supports risk work, even when it is 

hard to use well. 
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2 Literature review: theoretical foundations and empirical 
evidence on the link between AIQ and ERM   

To understand how AIQ and ERM are linked, it is important to look at simple ideas and real-

life examples. This part puts together fundamental theories and past research to show how 

good accounting data helps companies handle risk  

2.1  Basic theories 

There are three common theories that help show how AIQ supports ERM: agency theory, 

stakeholder theory, and resource-based theory. Each one looks at a different but related part 

of how companies work and what kind of information they need. 

Agency theory talks about the problem between managers and company owners. When 

information is not clear, managers might make choices that help themselves instead of the 

company. Precise accounting data makes it easier for others to see what is happening, which 

helps keep managers honest [4]. The Enron case showed what can go wrong when reports 

are unclear. In contrast, companies like Apple give full and clear reports, which help investors 

stay confident. 

Stakeholder theory includes more people, like workers, banks, buyers, and the public. If 
companies share clear financial and ESG information, it helps people trust them more and 

lowers long-term risk. For example, Unilever's regular ESG reports help protect its name and 

avoid damage [5]. When people feel the company is honest, they are more likely to keep 

working with it and support it. 

Resource-based theory sees good data as something valuable that the company owns. If 

a company has strong systems and skilled workers, it can follow operations closely and 

respond to problems fast. Amazon, for example, uses live data from sales and inventory to 

act quickly when markets change [6]. Good AIQ can give companies an edge by helping 

them find problems early and make fast decisions in hard times. 

These three ideas show how good data (AIQ) helps manage risk (ERM). Agency theory 

explains how to keep control inside the company. Stakeholder theory builds trust with outside 
people. Resource-based theory helps companies use their tools and people well. These ideas 

also match the COSO view, which says clear and correct data is key for risk control in both 

big plans and daily work [7]. Using these basic ideas and well-known models like COSO 

helps people better see how AIQ helps with risk control. 

2.2 Research and real-world examples 

Research supports these ideas by showing that companies with better AIQ usually manage 

risk better. Beasley et al. [8] and Ge and McVay [9] found that companies with strong internal 

reports and checks do more in ERM. Their surveys and interviews show that sound data 

systems are linked to better risk tracking. When reports are clear and correct, companies often 

have fewer mistakes, follow rules more closely, and get better results from audits. 
Real-life events also support this. Lehman Brothers failed in 2008, partly because it had 

poor data and weak checks. Its managers did not see the full risk of bad loans. In contrast, 

HSBC uses real-time dashboards that show both financial and other data, helping them act 

faster and more accurately. These tools help test different situations and spot problems early, 

which is important in today's fast-changing markets. 

Other stories show that weak data can hurt a company's name. For example, in the 

Volkswagen diesel case, bad reports and poor systems led to fines and lost trust. However, 

Unilever avoids such problems by giving clear ESG data, which protects its image. 
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These examples fit the three theories: Lehman's fall shows what happens without good 

control (agency theory), Unilever's trust-building matches stakeholder theory, and HSBC's 

strong systems fit resource-based theory. 

To sum up, both simple theories and real stories show that strong AIQ helps risk 

management work better. Clear accounting data helps companies find and handle many types 

of risk, like financial problems, operational issues, strategy mistakes, or rule breaking. As 

new risks grow, like those from ESG or new tech, the role of AIQ becomes even more 

important. Still, how well AIQ works also depends on company habits, leaders, and systems. 

More research should look at real company data across different industries. Studies that 

compare different areas and countries can give more useful ideas about how AIQ and ERM 

work together. 

3 The role and components of accounting information in 
enterprise risk management 

3.1 Key features of accounting information and their risk management 

value 

Good accounting information should be correct, helpful, on time, easy to compare, and close 
to what is really happening. These things help at every stage of risk management. They help 

find risks, look at how serious they are, keep an eye on them, and fix problems. For example, 

up-to-date sales figures can help a company see that demand is falling. When budget data fits 

what is going on now, it helps make better plans. If numbers are easy to compare between 

teams, strange cost changes are easier to notice. Clear ESG reports also help companies 

follow the rules and build trust with others [10]. 

These parts of AIQ are not only good for outside reports. They also help inside the 

company. For example, Amazon uses real-time stock data to spot delays in delivery. Unilever 

shares simple ESG reports to reduce the risk of getting into trouble with new laws. These 

cases show that good accounting data helps with daily work and also lowers risk in the whole 

company. 
Accounting data also helps when managers want to think about what could go wrong. It 

lets them try out "what if" questions and use basic tools to guess what might happen [11]. 

Having strong data helps the company test different results and act faster when things change. 

This shows that accounting data is not just for reports. It also helps managers make decisions 

and prepare for problems before they happen. 

3.2 AIQ as a strategic tool for risk monitoring and control 

Besides helping with general business plans, AIQ also helps directly with risk management. 

It helps companies spot problems early and act fast. When data is clear, helpful, and up to 

date, companies can see issues sooner, understand how big they are, and choose what to do. 
For example, if sales drop or if inventory changes fast, this could mean supply chain trouble 

or payment delays. Good AIQ helps find these signs clearly and take action before things get 

worse [8]. 

AIQ also makes it easier to be open and honest. When companies share clear and correct 

data, it helps them stay on good terms with people outside, like regulators, investors, and 

customers [10]. For instance, Amazon watches its stock and sales figures to avoid delivery 

problems. Unilever shows ESG data in a clear way to avoid legal trouble and protect its image. 
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These examples show that when AIQ is strong, it helps with both inside data use and outside 

communication. 

Also, AIQ helps track what happens after a company tries to lower risk. If they buy 

insurance, change rules, or use tools to avoid big losses, AIQ helps check if these steps are 

working [12]. If the results are not good, AIQ shows it early so that managers can make 

changes in time. Without this, companies may act too late or not act at all, which makes them 

more open to risk. 

To sum up, AIQ gives a strong base for smart and fast choices in risk work. It makes sure 

people use facts instead of guesses. It helps managers stay in charge and improve their plans. 

AIQ is not just for writing reports. When the data is of high quality, it becomes a strong tool 

to protect the company in all parts of the business. 

4 AIQ and specific types of risks 

Good accounting data (AIQ) helps companies handle different kinds of risks. It makes 

financial and work information clearer, correct, and helpful. This helps businesses find 

problems, understand how serious they are, and act. Each type of risk needs different 

solutions, and strong AIQ gives support for all of them. 

4.1 Financial risk 

Financial risks include not having enough cash, high debt, market changes, and wrong 

financial reports. When AIQ is strong, companies make fewer mistakes in their numbers or 
reports. For example, Toshiba overstated profits by more than $1.2 billion from 2008 to 2015 

due to weak reporting. In contrast, Procter & Gamble uses strong systems to keep clear 

records, helping build trust with banks and investors. 

Good data also helps with making smart plans and investment choices. Apple, for 

example, uses good records to manage cash, plan for spending, and keep investor trust. This 

lowers the chance of sudden money problems. Strong AIQ helps lower the risk of wrong 

numbers, profit tricks, or fake reports [13]. Clear reports help investors and others judge the 

company's health. Good data also supports smarter planning and better use of money, helping 

avoid sudden financial troubles. 

4.2 Operational risk 

Operational risks happen when people, systems, or processes inside the company do not work 

well. AIQ helps by giving clear, detailed information on costs, inventory, and operations [13]. 

When data is correct, companies can spot delays, waste, or rising costs early and fix them. 

However, bad data can lead to poor decisions and bigger problems. 

For example, the Boeing 737 MAX crisis was linked to poor reporting and slow sharing 

of data, which delayed fixes to safety problems. Better data helped solve the issue sooner. 

Amazon watches its warehouse system in real time using AIQ. It tracks stock levels, delivery 

times, and costs. This lets them fix issues fast. This shows how AIQ helps daily operations 

and lowers risks. 
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4.3 Strategic and compliance risk 

Some risks are about bad planning or breaking the rules. If companies use wrong or overly 

hopeful data, big decisions can fail. For example, the AOL and Time Warner deal failed 

because the forecasts were too optimistic and not based on solid data [14]. 

Good AIQ helps leaders make better plans by providing correct cost, market, and report 

data [3]. Compliance risk means breaking laws or rules. AIQ helps by making sure reports 

follow legal and tax rules [9]. In the Volkswagen diesel case, bad reports and poor checks 

led to heavy fines and damaged the company's image. 

WeWork's failed IPO in 2019 also showed how weak reports and bad rules hurt investor 

trust. However, Nestlé uses strong systems and regular audits to follow the rules, which helps 

build trust with regulators and reduce legal risk. 
AIQ also helps with audits by keeping good records. In short, good AIQ reduces non-

financial risks by helping companies stay legal, plan better, and protect their reputation. It 

helps firms stay strong, follow the rules, and gain trust. 

4.4 ESG-related risks: expanding the scope of AIQ 

Now, accounting data includes more than money. It also includes environmental, social, and 

company behavior (ESG). These reports are part of AIQ. They help companies find more 

risks and show that they act responsibly. 

Clear ESG data helps companies follow the law, protect their brand, and meet public and 

investor expectations. Unilever, for example, shares clear reports about its supply chain and 
climate plans. This builds trust and avoids legal trouble. However, Boohoo had problems 

after reports of poor labor conditions. That hurt its brand and led to checks. These show that 

ESG is now a big part of AIQ and helps manage legal and reputation risks [11]. 

Tesla has also faced criticism for ESG issues like worker safety and governance. Some 

say that unclear ESG data hides real problems. On the other hand, Microsoft reports progress 

on carbon and workforce topics and uses third parties to check the data. This helps build trust 

and manage ESG risks. 

However, ESG data is often not consistent across companies. It can be unclear or hard to 

compare. That makes it harder to use for risk decisions. Kotsantonis and Serafeim [15] warn 

that if ESG data is not checked well or clearly explained, it can mislead and hide risks. 

To sum up, as more people care about good company behavior, ESG data has become an 

important part of AIQ. It helps firms see new risks and shows they are ready to face future 
challenges. 

5 Practical problems and simple solutions for using AIQ in risk 

control 

Using clear accounting data (AIQ) to deal with risk (ERM) is helpful, but many companies 

still have problems. Two common ones are below. 
First, many companies use old systems that do not work well together. This makes it hard 

to see all the risks clearly [8]. One way to fix this is to build one simple system that brings 

together money data, work info, and ESG reports. For example, Nestlé made one platform to 

link sales, supply, and ESG data. This helped them find problems early and spend less, 

showing that good AIQ helps daily risk checks [6]. 

Second, some workers and bosses do not trust or like new systems. They may think these 

tools waste time or make things harder. This often happens when training is not done well 

[5]. A good way to help is to teach staff clearly and show why the new system helps them. 
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Microsoft trained its team when it started using a cloud system. After that, reports were faster 

and clearer, and teams could act more quickly when risks showed up [5]. 

To sum up, making AIQ better takes work, but real cases show that with the right tools 

and good people, it helps make risk control easier and stronger. 

6 Conclusion 

This paper shows that good accounting information (AIQ) is very important for managing 

company risks (ERM). When the data is clear and correct, companies can find problems early, 

make better choices, follow rules, and keep trust with others. AIQ helps deal with different 

types of risk, like money issues, work problems, long-term plans, and legal rules. New reports, 

such as ESG data, are also part of AIQ and help protect a company's name and public image. 
However, using AIQ in the right way is not always easy. Many companies still use old 

systems or have people who do not like or trust new tools. Real examples show these 

problems can be fixed with better training and better data systems. Still, success depends not 

just on the tools, but also on the people and leaders inside the company. 

One weak point of this paper is that it does not use real numbers or deep testing. The ideas 

come from past studies and real stories. In the future, more work can use data from real 

companies to test how AIQ helps with risk. Also, new tools like AI and big data might change 

the way people use AIQ and ERM. 

To sum up, as risks become more complex and reporting includes more things, AIQ will 

still be a key part of keeping companies safe and strong. However, it takes more than just 

good reports—it needs good systems, trained people, and a culture that values clear and 
honest data. 
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