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The effect of the quality of external audit on the quality of

application of international standards

(An applied research in a sample of private joint stock banks listed

on the Iraq Stock Exchange)
Qasim Chaloop Menshid Fayhaa Abdullah Yaqoob
Higher Institute of Accounting and Financial Studies \ University of Baghdad

Abstract

The research aims to measure the impact of the quality of external audit on the quality
of application of international standards, for a sample of private joint-stock companies listed
on the Iraq Stock Exchange, where the research sample included (10) private and listed joint-
stock banks in issuing their financial statements for the period from (2010-2018) as well For
companies and auditing offices charged with auditing these banks, the research relied on two
main models of measurement, whereby the first model reflects the assumed relationship
between independent variables represented in the characteristics of external audit quality and
measuring the extent of their impact on the dependent variable represented in the quality of
application of international standards. Second, the Tobin's Q scale has been adopted to
measure the quality of application of standards (IFRS) according to the formula (Chung &
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Pruitt, 1994), and the SPSS statistical program has been relied on to analyze the data and
reach the results, and the research has found the quality of the audit companies and audit
offices that have audited the research sample banks and the lack of quality in applying the
standards¢

The absence of a significant correlation between the quality of the external audit and
the specific factors specific to the specifications of the audit firm or office and the factors
related to the customer specifications on the quality of the application of the standards to
banks in the research sample.
Keywords: Quality of audit, Quality of application of international standards, Iragi banks
listed on the Irag Stock Exchange, Audit offices.
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%48 2% 100% %44 %22 22% %100 BBOB
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%21 2% 67% %356 %0 0% %0 BNOI
%47 3% 78% %356 %44 44% %56 BMNS
%35 2% 33% %56 %33 44% %44 BELF
%43 0% 11% %78 %22 44% %100 BCOI
%350 3% 89% %356 %44 67% %44 BGUS
%73 1% 89% %78 %67 100% %100 BIME
%73 3% 89% %67 %78 100% %100 BROI
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BROI | 5= | BGUS | BCOI | BELF | BMNS | BNOI | BIBI | BBOB | BASH

2.45 1.10 0.90 1.39 0.00 1.40 0.81 1.25 1.79 0.88 2010

360 | 1.92 | 101 | 1.27 | 097 | 129 | 0.85 | 095 | 348 | 099 | 2011

235 | 146 | 1.09 | 127 | 088 | 123 | 084 | 101 | 1.80 | 093 | 2012

241 | 160 | 1.15 | 092 | 077 | 174 | 0.82 | 097 | 206 | 074 | 2013

1.05 | 0.60 | 0.90 | 0.66 | 073 | 0.84 | 090 | 1.00 | 1.55 | 0.93 | 2014

0.59 0.51 0.51 0.41 0.40 0.87 0.55 0.68 1.17 0.43 2015

075 | 043 | 045 | 048 | 029 | 099 | 041 | 060 | 091 | 034 | 2016

0.68 0.35 0.39 0.49 0.30 0.73 0.47 0.42 0.61 0.30 2017

079 | 013 | 045 | 044 | 029 | 095 | 052 | 054 | 071 | 021 | 2018

360 | 1.92 | 1.15 | 1.39 | 097 | 1.74 | 090 | 125 | 348 | 099 | Max

059 | 013 | 039 | 041 | 000 | 0.73 | 041 | 042 | 061 | 0.21 Min

1.630 | 0.900 | 0.761 | 0.814 | 0.514 | 1.116 | 0.686 | 0.824 | 1.564 | 0.639 | Averge
1.05 0.60 0.90 0.66 0.57 0.99 0.82 0.95 1.55 0.74 | MEDIAN
1.09 | 0.64 | 031 | 040 | 033 | 032 | 019 | 027 | 088 | 031 | STDEVA

GLsU Ghall G 885 Canen Ginad) DAY Jaad Janigia o) oL U gy (2) Jsaall s PR s
e sl (1.56)¢ (1.63) Leghusio gy 3 dlaty Cipans QLN panl g cand) Aie Cijladll 2L
OIS Endl Ae Cijlanl] AL GHO Bhall B 585 e i) BV aad Tassia ol W ¢ gl
ol (0.51) adanisie b 3 GO Cipendl
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L) i’;‘\ Al | el | Gy | Lsaldl | W) | ey | asy gl o
BROI | gjv= | BGUS | BCOI | BELF | BMNS | BNOI | BIBI | BBOB | BASH
245,000 | 72,600 | 51,291 | 83,400 0 | 105,000 | 40,500 | 93,775 | 179,000 | 58,696 | 2010
360,000 | 192,000 | 104,990 | 127,000 | 97,000 | 129,000 | 85,000 | 95,000 | 392,892 | 66,033 | 2011
235,000 | 219,000 | 113,306 | 127,000 | 88,000 | 290,280 | 84,000 | 101,000 | 315,000 | 139,500 | 2012
361,500 | 240,000 | 287,500 | 138,000 | 117,040 | 435,000 | 124,640 | 150,350 | 515,000 | 155,400 | 2013
262,500 | 150,000 | 270,000 | 165,000 | 110,960 | 210,000 | 225,000 | 250,000 | 387,500 | 232,500 | 2014
147,500 | 127,500 | 153,000 | 102,500 | 100,000 | 217,500 | 137,500 | 170,000 | 292,500 | 107,500 | 2015
187,500 | 107,500 | 135,000 | 120,000 | 72,500 | 247,500 | 102,500 | 150,000 | 227,500 | 85,000 | 2016
170,000 | 87,500 | 117,000 | 122,500 | 75,000 | 182,500 | 117,500 | 105,000 | 152,500 | 75,000 | 2017
197,500 | 32,500 | 135,000 | 110,000 | 72,500 | 237,500 | 130,000 | 135,000 | 177,500 | 52,500 | 2018
361,500 | 240,000 | 287,500 | 165,000 | 117,040 | 435,000 | 225,000 | 250,000 | 515,000 | 232,500 |  max
147,500 | 32,500 | 51,291 | 83,400 0 | 105000 | 40,500 | 93,775 | 152,500 | 52,500 |  min
240,722 | 136,511 | 151,898 | 121,711 | 81,444 | 228,253 | 116,293 | 138,903 | 293,266 | 108,014 | averge
235,000 | 127,500 | 135,000 | 122,500 | 88,000 | 217,500 | 117,500 | 135,000 | 292,500 | 85,000 | MEDIAN
77,244 | 69,824 | 77,400 | 22,838 | 34,645 | 96,587 | 50,600 | 50,161 | 121,985 | 58,768 | STDEVA
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s Osle (81444) Al sia

— VI ulS Gl Gl P Gl die Cajladll Tobin's Q (TQ) ad olé ko) Aaleall i o

Gl Glgin DA Gl de Caladll Tobin's Q (TQ) ad (4) Joa

olaasy) Sl A | @l | Wy | jseiad) | a1 | L) | dsn |l )

Jagy) j L)
BROI BGUS | BCOI | BELF | BMNS | BNOI | BIBI | BBOB | BASH

BIME
1.108 | 0.980 | 0.854 | 0.802 | 0.090 | 1.266 | 0.861 | 1.042 | 0.984 | 0.818 | 2010
1506 | 1.044 | 0.902 | 0.720 | 0.638 | 0.860 | 0.578 | 0.832 | 1.420 | 0572 | 2011
1.132 | 0917 | 0.789 | 1.025 | 0.764 | 0.887 | 0.352 | 0.960 | 0.802 | 0.961 | 2012
1.250 | 1.095 | 0.697 | 0.661 | 1.239 | 1.020 | 0.690 | 0.784 | 1.009 | 0.409 | 2013
0.946 | 0.908 | 0.898 | 0.859 | 0.763 | 1.162 | 0.879 | 0.734 | 1.048 | 0.698 | 2014
0.620 | 0.863 | 0.957 | 0.657 | 0.363 | 0.909 | 0.946 | 0.783 | 1.245 | 0.460 | 2015
1.023 | 0694 | 0.683 | 0.688 | 1.040 | 0.937 | 0.647 | 0.673 | 1.171 | 0.699 | 2016
0.707 | 0568 | 0.763 | 0.362 | 0.354 | 0.920 | 0.551 | 0.748 | 0.691 | 0.493 | 2017
0.270 | 0.642 | 0.809 | 0.482 | 0.489 | -0.215 | 0.847 | 0.751 | 0.885 | 0.345 | 2018
1506 | 1.095 | 0.957 | 1.025 | 1.239 | 1.266 | 0.946 | 1.042 | 1.420 | 0.961 Max
0.270 | 0.568 | 0.683 | 0.362 | 0.090 | -0.215 | 0.352 | 0.673 | 0.691 | 0.345 Min
0.951 | 0.857 | 0.817 | 0.695 | 0.638 | 0.861 | 0.706 | 0.812 | 1.028 | 0.606 | Averge
1.023 | 0.908 | 0.809 | 0.688 | 0.638 | 0.920 | 0.690 | 0.783 | 1.009 | 0.572 | MEDIAN
0.369 | 0.183 | 0.094 | 0.196 | 0.359 | 0.426 | 0.194 | 0.117 | 0.226 | 0.203 | STDEVA
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BROI | | BGUS| BCOI | BELF | BMNS | BNOI | BIBI | BBOB | BASH
1 0 0 0 0 1 0 1 0 0 |2010
1 1 0 0 0 0 0 0 1 0 |2011
1 0 0 1 0 0 0 0 0 0 |2012
1 1 0 0 1 1 0 0 1 0 2013
0 0 0 0 0 1 0 0 1 0 2014
0 0 0 0 0 0 0 0 1 0 |2015
1 0 0 0 1 0 0 0 1 0 |[2016
0 0 0 0 0 0 0 0 0 0 |[2017
0 0 0 0 0 0 0 0 0 0 |2018

PA ey Gl @l Pla i) de Cijlaall julaall 335a o alal) Gl san il (s Gl
. SPSS  lasl gualipl) plasiuly saaiall Jaai¥) s
0585 L) Capas cliby (K5 AL Cijas bl alaal) Gaad Astias paje S S st (ajads

BIBI jLiiay) cipas
do | o | IR i | e | ]
i) d sy B A i A A Guis | S
Jaaadls Jaand) Jalia alaall

Jrenll Jranll

ROI F.Size Per Exp Rep Size QR
0 0 1 1 1 1 1 2010
0 1 1 1 1 1 0 2011
0 1 1 1 1 1 0 2012
0 1 1 1 1 1 0 2013
0 1 1 1 1 1 0 2014
0 1 1 1 1 1 0 2015
0 1 1 1 1 1 0 2016
0 1 1 1 1 1 0 2017
0 1 1 1 1 1 0 2018
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Descriptive Statistics  aasll sbas¥! (7) Jgaa

Unstandardized | Standardized
Coefficients Coefficients . Std.
Model B Std. Beta T Sig. Mean Deviation| N
Error

(Constant) | 0.107 0.122 - 0.878 | 0.382 - - -
QR - - - - - 0.12 041 |90
Size 0.181 0.130 0.193 1.391 | 0.168 | 0.74 044 |90
Rep -0.168- | 0.140 -0.202- -1.198- | 0.234 | 0.60 049 |90
1 Exp 0.106 0.136 0.130 0.781 | 0.437 | 0.47 050 |90
Per -0.103- | 0.098 -0.119- -1.057- | 0.294 | 0.67 047 |90
.F.Size 0.139 0.095 0.163 1.467 | 0.146 | 0.64 048 |90
.ROI -0.027- | 0.185 -0.017- -0.148- | 0.883 | 0.07 0.25 |90

aaall Bl 4 Gawadill 8505 dga pacs
(%7 %A7) Lghassia a4 3 LN e s,
bl 53008 Cany gl e
ANV (e kS 1) Ayaall A ydll Ui
.(0.05) e S (Sig) ablasy

Gaki b 535 3 e B (7) Uyl o
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e J) A aaa 6 Ba LDl Loy dane
335n5 aall LAY 558 3 53sn dnadly 38
lehugie & 3 dsaall Jpd¥l sl b

AN (g il 1A Ajpall il iy sl e (%64<%67:%60:%74)
Correlations Lals;Y) Jalas (8) Jgaa

QR B1Size | B2Rep | P3.Exp | P4.Per |B5.F.Size| p6.ROI

Csfraerlzft’i”on QR| 1.000 | 0.116 |-0.010- | 0.062 | -0.096- | 0.157 | -0.029-

Sig. (1-tailed) | QR . 0.138 | 0.461 | 0281 | 0.183 | 0.070 | 0.393
5 A58 aaa) Gbail (e (oY Ailas) ANS (8 Sl DA ey (Sig) BlaY) gl liblay,
il e 5l A8 deaws GaN) i oo oS gl s o leie JS daesdl) clnal
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I 35as g sing Las Aujhaall Bpill Sy LA

Model Summary® Ll ;¥ Jalas o (9) Js2a

Model R R Adjusted Std. Change Statistics
Square R Error of R F dfl | df2 Sig. F
Square the Square | Change Change
Estimate | Change
1 0.265* | 0.070 0.003 0.41 0.070 1.042 6 83 0.404
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