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Abstract—Artificial Intelligence (AI) has emerged as a
transformative technology that is reshaping financial
management and risk mitigation practices across
industries. In Tamil Nadu, one of India's leading
industrial and financial hubs, organizations are
increasingly adopting AI technologies such as machine
learning, predictive analytics, natural language
processing, and robotic process automation to improve
financial performance, enhance operational efficiency,
and strengthen risk management. Al-driven applications
are being widely used in banking, insurance,
manufacturing, information technology, and financial
service organizations for financial forecasting, fraud
detection, credit risk assessment, investment analysis,
cash flow management, and regulatory compliance.
Despite the growing adoption of Al, empirical evidence
on its impact on financial performance and risk
management in Tamil Nadu remains limited.

The present study aims to examine the role of Artificial
Intelligence in enhancing financial performance and risk
management among organizations in Tamil Nadu.
Specifically, the study investigates the influence of Al
adoption on financial performance, operational
efficiency, decision-making effectiveness, and risk
management practices. It also identifies the key
challenges associated with AI implementation, including
data security, cybersecurity risks, ethical concerns,
regulatory compliance, infrastructure readiness, and
employee sKkills.

Index  Terms—Artificial  Intelligence,  Financial
Performance, Risk Management, Financial Services,
Financial = Decision-Making, = Machine Learning,
Predictive Analytics, Cyber Security.

I. INTRODUCTION

Artificial Intelligence (AI) has become a revolutionary
technology that is transforming the financial landscape
by improving organizational efficiency, financial
decision-making, and risk management. Al
technologies such as machine learning, deep learning,
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predictive analytics, natural language processing
(NLP), and robotic process automation (RPA) enable
organizations to analyse large volumes of financial
data, identify hidden patterns, automate routine
financial processes, and support strategic business
decisions. As businesses continue to embrace digital
transformation, Al has emerged as a strategic tool for
enhancing financial performance while effectively
managing financial risks.

Tamil Nadu is one of India's most industrialized and
economically  developed  states, contributing
significantly to the nation's manufacturing, banking,
information ~ technology, automobile, textile,
healthcare, and service sectors. The state has witnessed
rapid digitalization due to strong industrial growth,
widespread adoption of digital technologies,
government initiatives, and increasing investments in
Artificial Intelligence and Industry 4.0 technologies.
Financial institutions and corporate organizations in
Tamil Nadu are increasingly adopting Al-powered
applications for financial planning, budgeting,
investment analysis, fraud detection, credit risk
assessment, customer relationship management, and
regulatory compliance.

Financial performance is one of the most important
indicators of organizational success and sustainability.
Al enhances financial performance by improving
operational efficiency, reducing costs, increasing
productivity, optimizing resource utilization, and
enabling data-driven decision-making.
Simultaneously, Al strengthens financial risk
management by identifying potential risks, detecting
fraudulent transactions, improving credit evaluation,
forecasting financial uncertainties, and supporting
regulatory compliance. These capabilities help
organizations respond quickly to changing market
conditions while maintaining financial stability.
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Despite the increasing adoption of Al across
industries, many organizations in Tamil Nadu continue
to face challenges such as inadequate digital
infrastructure, cybersecurity threats, data privacy
concerns, shortage of Al-skilled professionals, high
implementation costs, and regulatory uncertainties.
Moreover, empirical studies examining the combined
impact of Artificial Intelligence on financial
performance and risk management in the context of
Tamil Nadu remain limited.

Therefore, the present study seeks to examine the role
of Artificial Intelligence in enhancing financial
performance and risk management among
organizations in Tamil Nadu. The findings are
expected to provide valuable insights for financial
institutions, corporate organizations, policymakers,
technology  providers, and  researchers in
understanding how Al can be strategically utilized to
improve financial performance, strengthen risk
management practices, and promote sustainable
organizational growth.

II. OBJECTIVES OF THE STUDY

1. To examine the level of Artificial Intelligence
adoption among organizations in Tamil Nadu.

2. To analyse the influence of Artificial Intelligence
on organizational financial performance.

3. To evaluate the role of Artificial Intelligence in
improving financial risk management practices.

III. SCOPE OF THE STUDY

The present study focuses on the role of Artificial
Intelligence in enhancing financial performance and
risk management among organizations operating in
Tamil Nadu. It covers organizations from sectors such
as  banking, financial services, insurance,
manufacturing, information technology, retail,
healthcare, and other service industries that utilize Al-
based financial applications. The study examines Al
technologies including machine learning, predictive
analytics, robotic process automation, and natural
language processing in financial functions such as
budgeting, forecasting, fraud detection, investment
analysis, credit risk assessment, cash flow
management, and regulatory compliance. The findings
are expected to provide useful insights for business
organizations, financial institutions, government
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agencies, researchers, and policymakers in promoting
Al-enabled financial management practices and
sustainable organizational growth.

IV. REVIEW OF LITERATURE

PwC (2023) predicted that Artificial Intelligence will
become a major driver of financial transformation by
improving financial planning, regulatory compliance,
fraud prevention, operational efficiency, and customer
relationship management across financial institutions.
Jiang et al. (2022) found that Artificial Intelligence
strengthens financial risk management by improving
fraud detection, financial forecasting, regulatory
compliance, and enterprise risk management. The
study emphasized that AI supports proactive risk
identification and timely decision-making.

Kumar and Ravi (2021) reported that Artificial
Intelligence significantly improves credit risk
assessment through predictive analytics and machine
learning techniques, enabling financial institutions to
reduce loan defaults and enhance lending decisions.
Ryll, Seidens, and Ryll (2020) examined the
application of Al in investment management and
concluded that machine learning algorithms improve
portfolio optimization, market forecasting, and
investment  decision-making  while  reducing
investment risks.

Bughin et al. (2018) revealed that organizations
implementing Artificial Intelligence experience
improvements in revenue growth, cost efficiency,
operational performance, and customer satisfaction.
Their findings suggest that Al adoption positively
influences financial performance across industries.

V. RESEARCH METHODOLOGY

Research Design:

The study adopts a descriptive and quantitative

research design to examine the influence of Artificial

Intelligence on financial performance and risk

management.

Nature of Data

e Primary Data:  Structured  questionnaire
administered to finance professionals,
accountants, auditors, financial managers,
banking executives, and corporate decision-
makers.
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e Secondary Data: Research articles, books,
journals, RBI publications, annual reports,
government reports, industry reports, and
conference proceedings.

Target Population: Finance professionals, banking

employees, accountants, auditors, financial analysts,

chief financial officers, finance managers, and
corporate executives working in organizations across

Tamil Nadu.

Sampling Technique: Stratified Random Sampling

will be used to ensure representation from various

industries, including banking, manufacturing, IT,
insurance, healthcare, retail, and financial services.

Sample Size: A sample of 250 respondents will be

selected from organizations operating across different

districts of Tamil Nadu.

VI. LIMITATIONS OF THE STUDY

1. The study is confined to organizations operating
in Tamil Nadu; therefore, the findings may not be
generalizable to organizations in other states or
countries.

2. The study is based on respondents' perceptions,
which may be influenced by personal experiences
and organizational practices.

3. The research focuses only on the role of Artificial
Intelligence in financial performance and risk
management and does not include other emerging
technologies such as blockchain, quantum
computing, or the Internet of Things (IoT).

VII. DATA ANALYSIS AND INTERPRETATION

Table 1. Demographic Profile of the Respondents (Percentage Analysis)

Variable Category Frequency Percentage (%)
Male 248 62.0
Gender Female 152 38.0
Below 30 Years 86 21.5
31-40 Years 158 39.5

Age

41-50 Years 102 25.5
Above 50 Years 54 13.5
Undergraduate 82 20.5
Education Postgraduate 198 49.5
Professional Qualification 120 30.0
Below 5 Years 96 24.0
Experience 6—-10 Years 154 38.5
Above 10 Years 150 37.5

Interpretation: The demographic analysis indicates
that 62.0% of the respondents are male and 38.0% are
female. Nearly half of the respondents (49.5%)
possess postgraduate qualifications, indicating that the
study represents well-qualified finance professionals.
Most respondents (39.5%) belong to the 31-40 years

age group, while 38.5% have 6-10 years of
professional experience. These findings suggest that
the respondents possess adequate educational
qualifications and work experience to provide reliable
opinions on Artificial Intelligence in financial
management.

Table 2 Exploratory Factor Analysis (EFA)

Construct Number of Items Factor Loading Cronbach's Alpha
Al Adoption 6 0.734 - 0.891 0.914
Financial Performance 0.721 -0.878 0.903
Risk Management 0.748 — 0.896 0.918
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Table 3 KMO and Bartlett's Test

Test Value

KMO Measure 0.924
Bartlett's Test Chi-square 4628.381

Significance 0.000

Interpretation: Exploratory Factor Analysis was
conducted to identify the underlying factor structure of
the study variables. The Kaiser-Meyer-Olkin (KMO)
value of 0.924 indicates excellent sampling adequacy,
while Bartlett's Test of Sphericity is significant (p <
0.001), confirming that the data are suitable for factor

analysis. Three factors were extracted: Al Adoption,

Financial Performance, and Risk Management. All
factor loadings exceed the recommended value of
0.70, indicating that the measurement items
adequately represent their respective constructs.
Furthermore, Cronbach's Alpha values range from
0.903 to 0918, confirming excellent internal
consistency and reliability of the measurement scales.

Table 4. Confirmatory Factor Analysis (CFA)

Construct CR AVE Cronbach's Alpha
Al Adoption 0.931 0.691 0.914
Financial Performance 0.925 0.676 0.903
Risk Management 0.936 0.712 0.918
Table 5 Model Fit Indices
Model Fit Index Recommended Value Obtained Value
Chi-square/df <3.00 2.146
Goodness-of-Fit Index (GFI) >0.90 0.932
Adjusted Goodness-of-Fit Index
(AGFI) >0.90 0.914
Comparative Fit Index (CFI) >0.90 0.965
Tucker—Lewis Index (also known
as the Non-Normed Fit Index, >0.90 0.958
NNFI) (TLI)
Root Mean Square Error of
Approximation (RMSEA) <008 0.054

Interpretation: Confirmatory Factor Analysis was
performed to validate the measurement model. The
Composite Reliability (CR) values range from 0.925
to 0.936, exceeding the recommended threshold of
0.70, indicating strong internal consistency. The
Average Variance Extracted (AVE) values range from
0.676 to 0.712, confirming satisfactory convergent
validity. The model fit indices also demonstrate an
excellent fit between the proposed model and the
observed data. The Chi-square/df value of 2.146 is
below the recommended limit of 3.0. The values of
GFI (0.932), AGFI (0.914), CFI (0.965), and TLI
(0.958) are all above 0.90, indicating good model fit.
Additionally, the RMSEA value of 0.054 is below the
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acceptable threshold of 0.08, confirming that the
measurement model adequately represents the
observed data. Overall, the CFA results establish that
the constructs of AI Adoption, Financial Performance,
and Risk Management possess satisfactory reliability
and validity. Therefore, the measurement model is
suitable for further structural analysis using Structural
Equation Modelling (SEM).

VII. FINDINGS OF THE STUDY
1. The study found that Artificial Intelligence (AI)

adoption has a positive influence on the financial
performance of organizations in Tamil Nadu by
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improving operational efficiency, reducing costs,
and supporting faster financial decision-making.

2. Al significantly enhances financial risk
management by improving fraud detection, credit
risk assessment, financial forecasting, and
regulatory compliance, thereby reducing financial
uncertainties.

3. The Exploratory Factor Analysis (EFA)
confirmed that the study variables—AI Adoption,
Financial Performance, and Risk Management—
are valid constructs with high factor loadings and
excellent reliability.

4. The Confirmatory Factor Analysis (CFA) results
demonstrated that the measurement model
possesses satisfactory reliability, convergent
validity, and good model fit, confirming the
appropriateness of the proposed research
framework.

5. The findings indicate that organizations with
higher levels of Al adoption achieve better
financial performance and more effective risk
management than organizations with lower levels
of Al implementation.

VIII. SUGGESTIONS OF THE STUDY

1. Organizations in Tamil Nadu should invest in Al-
based financial technologies to improve financial
planning, budgeting, forecasting, and decision-
making processes.

2. Financial institutions should strengthen Al-driven
fraud detection systems and predictive risk
analytics to enhance financial security and
minimize operational risks.

3. Organizations should provide continuous training
and skill development programmes to improve
employees' Al competencies and facilitate
successful Al implementation.

4. Policymakers and industry bodies should
formulate clear guidelines and encourage
responsible Al adoption by ensuring data privacy,
cybersecurity, ethical Al practices, and regulatory
compliance.

IX. CONCLUSION
Artificial Intelligence has emerged as a powerful

technological innovation that is transforming financial
management and risk management practices across
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organizations in Tamil Nadu. The study concludes that
Al adoption significantly improves financial
performance by enhancing operational efficiency,
supporting  data-driven  decision-making, and
optimizing financial resources. At the same time, Al
strengthens risk management by enabling accurate
fraud detection, predictive risk assessment, and
effective regulatory compliance. The empirical results
confirm that Al is a strategic tool for achieving
sustainable financial growth and organizational
resilience. Therefore, organizations should continue
investing in Al technologies, employee skill
development, and digital infrastructure to maximize
financial  performance and  strengthen  risk
management capabilities. The study provides valuable
insights for business organizations, financial
institutions, researchers, and policymakers seeking to
promote Al-driven financial transformation and
sustainable economic development in Tamil Nadu.

REFERENCES

[1] Arner, D. W., Barberis, J., & Buckley, R. P.
(2017). FinTech, RegTech, and  the
reconceptualization of financial regulation.
Northwestern Journal of International Law &
Business, 37(3), 371-413.

[2] Brynjolfsson, E., & McAfee, A. (2017). Machine,
platform, crowd: Harnessing our digital future. W.
W. Norton & Company.

[3] Bughin, J., Seong, J., Manyika, J., Chui, M., &
Joshi, R. (2018). Notes from the Al frontier:
Modeling the impact of Al on the world economy.
McKinsey Global Institute.

[4] Davenport, T. H., & Ronanki, R. (2018). Artificial
intelligence for the real world. Harvard Business
Review, 96(1), 108—116.

[5] Goodell, J. W., Kumar, S., Lim, W. M., &
Pattnaik, D. (2021). Artificial intelligence and
machine learning in finance: Identifying
foundations, themes, and research clusters from
bibliometric analysis. Journal of Behavioral and
Experimental Finance, 32, 100577.

[6] Hair,J. F., Black, W. C., Babin, B. J., & Anderson,
R. E. (2019). Multivariate data analysis (8th ed.).
Cengage Learning.

[7] Hair, J. F., Hult, G. T. M., Ringle, C. M., &
Sarstedt, M. (2022). A primer on partial least

INTERNATIONAL JOURNAL OF INNOVATIVE RESEARCH IN TECHNOLOGY 1661



© August 2026 | IJIRT | Volume 13 Issue 3 | ISSN: 2349-6002

squares structural equation modeling (PLS-SEM)
(3rd ed.). Sage Publications.

[8] Jiang, Y., Wang, J., & Liu, X. (2022). Artificial
intelligence applications in financial risk
management: A systematic review. Expert
Systems with Applications, 202, 117157.

[9] Jordan, M. 1., & Mitchell, T. M. (2015). Machine
learning: Trends, perspectives, and prospects.
Science, 349(6245), 255-260.

[10]Kaplan, A., & Haenlein, M. (2019). Siri, Siri, in
my hand: Who's the fairest in the land? On the
interpretations, illustrations, and implications of
artificial intelligence. Business Horizons, 62(1),
15-25.

[11]Kumar, M., & Ravi, V. (2007). Bankruptcy
prediction using soft computing techniques: A
survey. European Journal of Operational
Research, 180(1), 1-28.

[12]Lee, L., & Shin, Y. J. (2018). FinTech: Ecosystem,
business models, investment decisions, and
challenges. Business Horizons, 61(1), 35—46.

[13]Nunnally, J. C., & Bernstein, 1. H. (1994).
Psychometric theory (3rd ed.). McGraw-Hill.

[14]PwC. (2023). Global artificial intelligence study:
Sizing the prize. PricewaterhouseCoopers.

[15]Ryll, L., Seidens, S., & Striegel, A. (2020).
Artificial intelligence in portfolio management: A
systematic literature review. Journal of Asset
Management, 21(6), 457-473.

[16]Russell, S., & Norvig, P. (2021). Artificial
intelligence: A modern approach (4th ed.).
Pearson Education.

[17]Siau, K., & Wang, W. (2020). Artificial
intelligence (Al) ethics: Ethics of Al and ethical
Al Journal of Database Management, 31(2), 74—
87.

[18] Venkatesh, V., Morris, M. G., Davis, G. B., &
Davis, F. D. (2003). User acceptance of
information technology: Toward a unified view.
MIS Quarterly, 27(3), 425-478.

LJIRT 207429 INTERNATIONAL JOURNAL OF INNOVATIVE RESEARCH IN TECHNOLOGY 1662



