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The role of the quality of banking services in enhancing the banks’
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Abstract

The increase in the world’s tendency towards globalization in all
its forms in the past decades has led to a lot of changes, from the
transference of capitals and the growth of investments to the removal
of global blocks and restrictions, as well as facilitating commercial

trading as a result of the economical agreements which led to an



increase in competition in the banking sector as one of the service
sectors. The sector of banking services plays an important and special
role in the economics of countries, and the banks work hard to
achieve client satisfaction which enables them to stay in the market
and not lose to other competitors, where it is evident that service
quality has become the characteristic of the twenty first century and
the most important element in achieving the goals of institutions;
whether they were production or service related, and service quality

1s one of the recent matters in marketing ideology.

This research invokes the subject of the quality of banking services
to enhance the ability to compete between banks based on
diversification in offering these services, or innovation and novelty
as a strategy to compete, through which banks can stand out

amongst other competitors and consequently achieve their goals.

The research consists of three chapters; the first chapter presents the
concept of banking services, their traits, and their characteristics,

while the second chapter looks into the importance of the quality of



the banking services in enhancing the ability of banks to compete,
and the third chapter sheds light on the axes of efforts to develop and
improve the quality of banking services in broadening the ability to

compete.

The research has reached a main conclusion which is that the criteria
of the quality of banking services, according to the client, depends
on the ability of the bank to deliver services to its clients that rise up

to their expectations, desires, and aspirations in their transactions

with banks.

And depending on that, the main recommendation of the research
was that the banks should conduct studies to reach new findings
related to banking services to achieve the characteristic of

competition.
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ABSTRACT

The quality of the information from accounting became an
important area of study in accounting research due to its direct
relationship with the usefulness of financial reports and the decision-
making quality. While much research has been done on this subject,
there is no general agreement as to what would be the best way to
assess the quality of accounting information. In order to compare the
two approaches that have been most widely used; the qualitative
characteristics approach (which utilizes the IASB Conceptual
Framework for Financial Reporting) and the earnings quality
approach (that evaluate the reliability and sustainability of reported
earnings utilizing empirical measures), this paper will review and
analyze those areas of literature related to these two approaches. It
will highlight both the theoretical foundations, advantages and
disadvantages of each approach. The results of the study show that
while qualitative characteristics provide a total or comprehensive
framework for assessing the quality of accounting information,

earnings quality only provides an assessment of one type of financial
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reporting outcome. Therefore, the study concluded that qualitative
characteristics provided a better basis for evaluating the quality of
accounting information than did earnings quality since qualitative
characteristics are specifically linked to the purposes of financial

reporting and the accounting measurement process.

Keywords:  Accounting  Information  Quality;  Qualitative

Characteristics; Earnings Quality.
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INTRODUCTION .1

Accounting information is used by investors, creditors, regulators
and other interested parties as one of their primary sources for
making economic decisions. In order to make financial reporting
more useful than it has been in the past, enhancing accounting
information quality has become a primary objective. However,
there have been different approaches to measure accounting
information quality, resulting from different ways that researchers
view the concept of accounting information quality. Some
researchers measure quality through the qualitative characteristics of
useful financial information defined by the 1asb conceptual
framework for financial reporting (1asb 2010). Others rely on
indicators of earnings quality such as accrual quality, persistence and

predictability. Though both approaches seek to evaluate faithful
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representation and usefulness, they are based on two distinct
theoretical foundations and criteria for evaluation. This study
provides a comparative analysis between these two perceptions of
accounting information quality so as to determine the conceptual
differences between them and which approach offers a more

complete basis for measuring accounting information quality.

LITERATURE REVIEW .2
ACCOUNTING INFORMATION QUALITY: THE 2.1

QUALITATIVE CHARACTERISTICS PERSPECTIVE

Accounting is the process of collecting, organizing, and analyzing
the financial activities of a company so that the results may be
communicated in a systematic way, with respect to the type of
activity being measured, and according to established standards
(Bahri, 2016). A Company’s financial statements communicate their
accountability to interested parties through the accounting
information they prepare and present (Budiantoro et al., 2022). The

Quality of Accounting Information is a multi-faceted concept
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consisting of accuracy, completeness, timely availability,
consistency, and relevance of the financial data (Chen et al., 2024).
High-quality accounting information is necessary for good decision
making, for the efficient use of available resources, reducing the
degree of information asymmetry between organizations and their
stakeholders, and strengthening Corporate Governance Practices
(Martinez-Peldez et al., 2023). Reliability in financial information
leads to increased confidence among stakeholders and promotes
transparency ~ within  business operations. The Conceptual
Framework for International Financial Reporting Standards
Foundation (IFRS) defines Relevance and Faithful Representation
as two fundamental properties of useful financial information
(Ayeman & Mahmood, 2026). These properties provide assurance
that financial reports contain valid, reliable, and decision-relevant
information for Investors, Managers, Regulators and Other
Stakeholders (Bisht et al., 2022). In addition to Relevance and
Faithful Representation, additional Qualitative Characteristics of

Useful Accounting Information include Comparability, Verifiable,

~34 ~



Timely Availability, and Understandable. These characteristics assist
in ensuring that financial information can be interpreted consistently
by Users; Verified for Accuracy; Delivered when needed; and Easily
Understood by Users (Liu et al., 2023). In contemporary accounting
environments these attributes create important criteria for
determining whether Automated Accounting Systems and Digital

.Financial Processes are Effective and Reliable

The quality of accounting information will be considered High
Quality if the information provided is understandable; meets the
User's Decision-Making Needs; Free of Misleading or Fundamental
Errors; and Sufficiently Reliable to be Compared to Previous
Periods (Widiasalwa et al., 2024). Thus the quality of accounting
information provides Value to the User by providing Efficient
Resource Allocation (Herath and Albarqi, 2017). Studies
internationally have focused on Improving the Quality of
Accounting Information by Assessing the Quality of Accounted for
Information Based on Compliance with these Standards. Both Low

and High Quality were studied. While the former builds Investor
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Confidence; Provides Access to Credit; and Reduces Capital Costs;
The Latter Can Lead to Risks of Fraudulent Activities; Poor
Decisions; Loss of Credibility (Opanyi, 2016). In this context the
Literature has Investigated Elements of Quality; Difterent Methods
for Measuring it; and Factors Influencing this Quality (Mendes et al.,
2025). Accounting Information acts as a Bridge Between the
Objectives of Financial Statements and Concepts of Recognition
and Measurement. It is also related to Quantitative Standards that
Provide the Basis for Making Decisions Using Financial Data.
Consequently, these Properties Make Accounting Information
Highly Valuable and Intrinsically Important From the Perspective of

the User. (Sahi, 2023)

Financial Statement Earnings Information is one of the most
important Components of the Income Statement. Financial
Statement Earnings provide a Primary Indicator of how a Company
has performed financially. The amount of earnings that a company
report represents the success or failure of past operational activities.

Furthermore, Earnings serve as the basis for stakeholders to estimate
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Future Cash Flows from their investments in a Company.
Additionally, Earnings provide stakeholders with a mechanism to

evaluate Managerial Performance relative to their peers. (Dechow et

.al., 2010)

Quality of Earnings refers to the Degree to Which Earnings
Represent a Company’s Real Economic Condition. Therefore,
high-quality earnings suggest little to no accounting manipulation
and a true reflection of company performance. Conversely, earnings
management creates poor-quality earnings by creating earnings that

.do not truly depict a company’s economic situation

For all stakeholders including investors, creditors, and regulatory
bodies, high-quality earnings are critical as they facilitate efticient
resource allocation. Financial statements enable stakeholders to
compare performance across companies over time. Moreover,
financial statements enable stakeholders to determine the financial
implications of management decisions. However, reported earnings

are limited due to accounting assumptions and potentially fraudulent
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activities by management to meet desired targets. Research studies
have investigated several determinants of earnings quality.
Specifically, research indicates that large firms exhibit higher
earnings quality than smaller firms. Large firms typically have more
developed internal and external governance structures along with

sufficient resources to adhere to strict reporting requirements

(Yuliana & Fauziah, 2020).

ACCOUNTING INFORMATION QUALITY: THE 2.2

EARNINGS QUALITY PERSPECTIVE

Earnings quality is a multidimensional concept. Difterent proxies,
such as quality of provisions, conservatism, timeliness, value
relevance, predictability, smoothness, and earnings persistence, can
capture this multidimensional concept. Prior studies (Garrido et al.
2025) suggest using each measure depending on the focus, since
each profit quality standard reflects a particular aspect of the profits
reported by the organization. For example, earnings persistence is

associated with its continuity, with the propensity that the profits
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could be sustained in the future (Francis et al. 2004). Therefore, the
earnings persistence attribute helps investors evaluate the future
performance of companies (Kordestani et al. 2016). Therefore,
earnings persistence is a desirable characteristic for investors, as it
shows the firm's intention to maintain its activity over time (Penman
and Zhang 2002). Investors perceive the less persistent gains, which
are transitory in nature, as less interesting. They are not as useful for
decision-making and do not accurately reflect firm valuations
(Garrido et al. 2025). Ultimately, it is also important to highlight
that earnings persistence should not be the result of EM practices,
since in this way the profit forecast would not be accurate
(Aguguom et al. 2019). Finally, the stakeholder theory also suggests
that low earnings quality is an agency cost since company executives
pursue their own interests by altering accounting reports that do not
reflect the true financial situation of the organization (Sial., 2018).
Researchers have found that companies use sustainability to reduce

conflicts of interest between agents and principals (Scherer et al.

2006; Habbash and Haddad 2020). Then, sustainability can mitigate
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agency issues, especially between majority and minority
shareholders. Therefore, sustainability can reduce the incentives to

deteriorate earnings quality (Scholtens and Kang 2013).

From an accounting perspective, the quality of accounting
information can be measured based on the qualitative characteristics
of financial information, earnings quality (represented by accrual
quality, earnings management, earnings sustainability, and
predictability) (Archer et al.,, 2023). Quality is measured using
various methods that do not always align with the rationality of the
conceptual framework, such as discretionary accruals, the degree of
conservatism, and earnings predictability. A typical example
highlighting the discrepancy between current methods used to
measure quality and the degree of quality represented by the
conceptual framework is the true representation metric, which
measures the ability of current earnings to predict earnings for the
next period. The problem arises because predictability as a measure
of true representation not only fails to be consistent but also

contradicts the framework's definition of true representation, which
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characterizes financial statements as true representations when they
are free from error or bias and reliably reflect all that needs to be
disclosed (Kythreotis, & Soltani, 2023). Earnings quality should align
with the objective of accounting information, which is to provide
relevance and honest representation to users. It is measured from
two perspectives: first, the viability of the decision, which focuses on
continuity and value; and second, the management (or
accountability) perspective, which focuses on the maintenance and
quality of earnings. (An., 2017) Earnings quality is measured by a
range of factors, including continuity, earnings, smoothness,

timeliness, loss avoidance, and investor responsiveness. (Aljifri, &

Elrazaz, 2024)

METHODOLOGY .3

The present study uses a comparative analysis to evaluate the quality
of accounting information from two differing theoretical
perspectives: The qualitative characteristics of accounting

information as defined by the International Accounting Standard
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Boards' Conceptual Framework for Financial Reporting; and the
earnings quality index as typically employed within empirical studies
of accounting. In order to develop a comprehensive understanding
of the underlying theoretical structure, measurement dimensions,
and practical applications of each perspective, the study reviews all
pertinent academic literature. After conducting the required
literature reviews, the results are evaluated and compared to
determine how eftectively each perspective represents the overall
quality of accounting information and assists in achieving the goals
of financial reporting. By providing a rational justification for each
perspective based on the comparison, the study contributes to
developing an important conceptual comparison between each

perspective.

Each of the two indices was operationalized through a structured
methodology including five sequential steps. Each step was executed
identically with respect to both indices to facilitate methodological

comparability and to establish a valid basis upon which to compare
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the relative effectiveness of each index in evaluating the quality of

financial information.

Step 1. Developing the QC Index Measurement Instrument

Step 2. Assigning Overall Weights to the Qualitative Characteristics

Step 3. Creating an Assessment Scale

Step 4. Assessing the Measurement Indicators of the Qualitative

Characteristics

Step 5. Calculating the Overall QC Index

By employing these methodologies, it is expected that an objective
and systematic comparison can be made between the Quality
Characteristics Index (QC Index) and the Earnings Quality Index
(EQ Index), which will serve as a basis for evaluating whether each
index is eftective. To enable this comparison to occur conceptually,
theoretically, and operationally, two independent composite indices
were created utilizing identical standard procedures for evaluating

financial information. Therefore, the comparison can focus

~ 43 ~



exclusively on the theoretical foundations, breadth of measurement

and capacity to measure overall quality of financial information.

Table 1. Practical Hypothesis and Variables

Element Description

The QC Index provides a broader and more
Practical hypothesis | conceptually  grounded measure of financial

information quality than the EQ Index.

Independent
Qualitative Characteristics Index (QC Index).
comparison index 1

Independent
Earnings Quality Index (EQ Index).

comparison index 2

Measurement scope, conceptual foundation, decision
Basis of comparison
usefulness, and final index value.

The framework established in Table 1 1is based on the
methodological approach used in the application; it defines a

systematic process for comparing empirically the two composite
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indexes through defining what indicators represent and what
methodology was applied to define how they will be compared. The
following three sections outline the detailed procedure that were
followed in developing each indicator, explaining the procedures to
be followed when analyzing each indicator and the formula used to
calculate the value of each index so as to compare which one
produces an improved assessment of the quality of the financial

Anformation provided

In order to provide a uniform way of interpreting the numerical
values of the index (QC Index or EQ Index), both indexes have
been assigned to predefined performance levels. These performance
levels allow for a common base to interpret the overall quality
expressed by each of these indexes and facilitate a direct comparison

between them.

Table 2. Interpretation Criteria for QC Index and EQ

Index Scores

Index Score Interpretation
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90-100 Excellent
80—-89.99 Very Good
70-79.99 Good
60—-69.99 Acceptable
50-59.99 Weak
Below 50 Poor

RESULTS & DISCUSSION .4

The results of the previous section have been obtained by means of
application of the proposed methodology to the previously selected
object of research. Firstly, the qualitative characteristics index (QC
Index) and the earnings quality index (EQ Index) are computed
with the use of predetermined measurement parameters. Secondly,
the obtained indices are compared to estimate their efficiency in
assessing the quality of financial reporting. Thirdly, the results are
discussed in relation to the hypothesis of the study and to a

conceptual model elaborated in preceding parts.

~ 46 ~



Assess The Quality of Information According to The 4.1

.Qualitative Characteristics of Accounting Information

Step 1. Measurement Instrument for QC Index

The Qualitative Characteristics Index (QC Index) is developed from
the qualitative characteristics of financial information, which are part
of the International Accounting Standards Board's Conceptual
Framework for Financial Reporting. Each of the six primary and
secondary qualitative characteristics has been assigned with three
quantifiable measurement indicators. A weighting system has been
used to assign relative weights to these indicators in accordance to
their conceptual importance within each of the qualitative
characteristics. This weighting system provides a basis to develop an
overall quantitative measure of all qualitative aspects of the quality of
accounting information, in a systematic and integrated way. The
practical implementation of this methodology is described in detail

.1n the five-step process provided in the Methodology section
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In order to achieve a uniform and objective evaluation of the
Quality Characteristics Index (QC Index) three indices have been
established for each of the qualitative characteristics. These indices
represent the conceptual meaning of each of the qualitative
characteristics; they have also been weighted by their expected
contributions to an overall evaluation of the quality of financial
reporting. The measurement indicators and their respective

weightings for each of the qualitative characteristics can be seen in

Table 3..

Table 3. Qualitative Characteristics Measurement Indicators and Relative

Weights
Relative
Dimension Code Measurement indicator
weight
REL1 Predictive value 45%
Relevance REL2 Confirmatory value 35%
REL3 Materiality 20%
Faithtul FR1 Completeness 35%
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Representation FR2

FR3

COM1

Comparability  COM?2

COM3

VERI1

VER2
Verifiability

VER3

UND1

Understandability
UND?2

UND?3

Neutrality and absence of bias
Freedom from material error
Comparability across accounting
periods
Comparability with similar entities
Disclosure of accounting policy
changes

Sufficient supporting evidence
Independent reviewers reach similar
conclusions

Independent verification of
estimates

Clear presentation of financial
information
Understandable accounting

terminology

Adequate explanatory notes
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30%

35%

40%

35%

25%

35%

35%

30%

40%

25%

35%



TIM1 Financial reports issued on time 45%
Material events disclosed without

TIM2 35%
Timeliness delay
Information updated for significant

TIM3 20%

changes
The measuring criteria identified in table three are the basis for
developing a Qualitative Characteristics Index; an index that
provides the relative weighting of the measuring criteria as they
relate to the qualitative characteristics in order to ensure that all
dimensions of quality contribute to the conceptual value and the

practical application of the financial reporting information.

Step 2. Overall, Weights of the Qualitative Characteristics

The overall weights assigned to qualitative characteristics reflect
their relative importance in assessing the quality of accounting
information. In line with the conceptual framework issued by the
International Accounting Standards Board (IASB), relevance and

taithful representation are considered core qualitative characteristics
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and are therefore given the highest overall weights. Other
enhancing qualitative characteristics are given lower weights
proportionally based on their contribution to improving the

.usefulness and reliability of financial information

Table 4. Overall, Weights for QC Index

Qualitative characteristic Overall weight
Relevance 22%

Faithful Representation 22%
Comparability 16%
Verifiability 14%
Understandability 14%
Timeliness 12%

Total 100%

Table 4 presents the total of all the weights that were given to each
of the six qualitative characteristics which will be used in developing
the quality control index. The weights presented in this table

represent a hierarchical structure of the six qualitative characteristics
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as developed by the conceptual framework of the international
accounting standards board. Core qualitative characteristics receive
the greatest weight in comparison to secondary or supporting
qualitative characteristics. Each of these total weights will be
multiplied by an individual score for each qualitative characteristic in

.order to develop a quality control index

QC index = REL (0.22) + FR (0.22) + com (0.16) + VER (0.14) +

UND (0.14) + TIM (0.12)

Step 3. Assessment of Measurement Indicators

In addition to assessing the measurement indicators of each
qualitative characteristic through an assessment scale provided in
Step 3, each indicator will be scored using percentages that
correspond to the assessment criteria defined in advance. After the
scores have been determined for all indicators, they will be
multiplied by their respective weights or relative weights. Once all
the weighted scores of the individual indicators are added together,

the sum will provide an index wvalue for each qualitative
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characteristic. The index wvalues will be used as a means of

establishing the QC Index.

Table 5. Assessment of Qualitative Characteristics Measurement Indicators

Measurement Weighted
Dimension  Code Weight Score
indicator score
REL1 Predictive value 45% 90 40.5
Confirmatory
Relevance  REL2 35% 84 29.4
value
REL3 Materiality 20% 88 17.6
Relevance Score 100% 87.5
FR1 Completeness 35% 92 32.2

Neutrality and
Faithful FR2 30% 87 26.1
absence of bias

Representation
Freedom from
FR3 35% 90 31.5
material error
Faithtful
100% 89.8
Representation
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Score
Comparability
COMI | across accounting
periods
Comparability
Comparability  COM2 | with similar
entities
Disclosure of

COM3 accounting policy

changes

Comparability

Score
Sufficient
VER1 supporting
Veritiability evidence
Independent

VER2

reviewers  reach
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40%

35%

25%

100%

35%

35%

86

83

80

89

86

34.4

29.05

20

83.45

31.15

30.1



similar conclusions

Independent

VERJ3 verification of

estimates
Verifiability
Score
Clear presentation
UND1 | of financial
information
Understandable
Understandability
UND?2 accounting
terminology
Adequate
UND3
explanatory notes
Understandability
Score

Timeliness| TIM1 Financial reports
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30%

100%

40%

25%

35%

100%

45%

84

91

86

90

85

25.2

86.45

36.4

21.5

31.5

89.4

38.25



issued on time

Material events
TIM2  disclosed without 35% 82 28.7
delay
Information
TIM3 updated for 20% 80 16

significant changes
Timeliness Score 100% 82.95
Table 5 shows the results from assessing the measurement indicators
for each of the six qualitative characteristics. The data consistently
indicates that most all of the qualitative characteristics received very
high ratings. A couple of the characteristics did receive somewhat
higher ratings than others. “Faithful Representation” (89.80%) and
“Understanding” (89.40%) were rated as having the greatest
potential. These two represent the core and enhanced qualitative
characteristics. “Timeliness” (82.95%), which was rated the worst of

the group, still resulted in a "Very Good" level of performance. The
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final assessment of how well the qualitative characteristics are met is

.based on the assessments shown above in the next section
Step 4. Calculation of QC Index

The overall Quality Control Index is a combination of all of the
Qualitative Characteristics’ scores using their corresponding weights
for each. The total sum of these weighted scores will provide an
overall Quality Control Index which defines the quality of financial
reporting information as defined in the IASB Conceptual
Framework. Each Qualitative Characteristic’s contribution to this

.overall Quality Control Index is based on its theoretical importance

Table 6. Overall Qualitative Characteristics Index

Overall  Weighted

Characteristic Score
weight score
Relevance 87.5 22% 19.25
Faithful Representation 89.8 22% 19.76
Comparability 83.45 16% 13.35
Veritiability 86.45 14% 12.1
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Understandability 89.4 14% 12.52
Timeliness 82.95 12% 9.95

QC Index 100% 86.93

The Quality Characteristics Index (QC Index) shown in Table 6
was created by adding the weighted scores of the six quality
characteristics. The QC Index is 86.93%, which is an indication that
accounting data quality 1s excellent. Thus, it can be concluded that
companies' financial disclosure has done well on all core and
optional quality characteristics and therefore accounting information

.has been useful for making decisions

*0.14) + (86.45 * 0.14) + (83.45 * 0.16) + (89.8 * 0.22) + (87.5 * 0.22)

%86.93 = (82.95* 0.12) + (89.4
Evaluating Information Quality Based on Earnings 4.2
Quality
Step 1. Measurement Instrument for EQ Index
The Earnings Quality Index (EQ Index) uses six well-recognized

tfundamental dimensions for evaluating earnings quality, as defined in
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accounting literature. Three observable measurement indicators
represent each of these six dimensions, and measure difterent aspects
of earnings quality. Indicators were weighted based on their

expected contribution to measuring each dimension.

Table 7. Earnings Quality Measurement Indicators and Relative

Weights
Relative
Dimension | Code Measurement indicator
weight
AQ1 Low discretionary accruals 40%
Accrual Quality |  AQ2| Consistency of accrual estimation 35%
AQ3 Cash flow support for accruals 25%
PER1 Stability of earnings over time 40%
Earnings
PER?2 R ecurring operating income 35%
Persistence
PER3 Low transitory items 25%
PRE1 | Ability to forecast future earnings 45%
Predictability | PRE2 Consistency of earnings trend 35%
PRE3 Low earnings volatility 20%
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SM1 Moderate earnings variability 40%
Absence of excessive income
Smoothness SM2 35%
smoothing
SM3 Stable operating margins 25%
TLR1| Recognition of economic losses 40%
Timely Loss| TLR2 Conservative accounting 35%
Recognition Impairment recognition when
TLR3 25%
required
Operating cash flow supports
CFQ1 45%
earnings
Cash Flow
CFQ2 Cash conversion efticiency 35%
Quality
Low earnings—cash flow
CFQ3 20%
divergence

Table 7 outlines how the Earnings Quality Index (EQ Index) was

constructed. The EQ Index is an alternative method for assessing the

quality of the information reported in financial statements.
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Indicators have been selected so that they are representative of all
aspects of the quality of the earnings reported; those relating to the
reliability of the net benefits recognized in earnings (reliability),
whether these represent sustainable levels of earnings over time
(sustainability), and which will allow users of the accounts to make
predictions about future levels of earnings (predictability); as well as
those related to the timing of income recognized from contracts
(income settlement), the timing at which the impact on earnings of
economic loss should be recognized (timing), and finally whether
the level of earnings recognizes the actual amounts received or
generated during the accounting period through operations (cash

flow).

Step 2. Overall, Weights of the Earnings Quality Dimensions

The weights for the total of all specified earning quality measures
provide an indication of the relative importance of each dimension

for determining the composite earnings quality index. Therefore,
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these weights also determine how much weight is placed on each

individual dimension when computing the EQ Index.

Table 8. Overall, Weights for EQ Index

Dimension Overall weight

Accrual Quality 20%

Earnings Persistence 18%
Predictability 18%

Smoothness 15%

Timely Loss Recognition 14%
Cash Flow Quality 15%

Total 100%

As can be seen from Table 8, with total weights equaling 100% we
can calculate the EQ Index based on the weighted combination of
the difterent dimensions. Thus, higher weights will be given to
those dimensions that contribute most significantly to the evaluation

of the total earning quality. At the same time, the remaining
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dimensions should receive a reasonable weighting so as to maintain a

fair balance among them.

EQ Index = AQ (0.20) +PER_ (0.18) +PRE (0.18) +SM (0.15) + TLR

(0.14) +CFQ (0.15)

Step 3. Calculation of EQ Index

Evaluation scores are assigned to each of the measurement indicators

based on the evaluation criteria. Then, each evaluation score is

multiplied by that measurement's Relative Weight in order to create

a weighted score. The total of all weighted scores will be the Final

.Score for each dimension of Earnings Quality

Table 9. Assessment of EQ Index Measurement Indicators

Measurement | Relative Weighted
Dimension | Code Score
Indicator | Weight Score
Low discretionary
AQI1 40% 57 22.8
Accrual Quality accruals
AQ?2 | Consistency of 35% 57 19.95
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accrual estimation

Cash flow support

AQ3 25% 61 15.25
for accruals
Accrual Quality
100% 58
Score
Stability of earnings
PER1 40% 57 22.8
over time
Earnings Recurring
PER2 35% 57 19.95
Persistence operating income
Low transitory
PER3 25% 61 15.25
1tems
Earnings
Persistence 100% 58
Score
Ability to forecast
PREI1 45% 65 29.25
Predictability future earnings
PRE2 | Consistency of 35% 69 24.15
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earnings trend

Low earnings
PRE3 20% 68 13.6
volatility
Predictability
100% 67
Score
Moderate earnings
SM1 40% 63 25.2
variability
Absence of
Smoothness | SM2 | excessive  income 35% 63 22.05
smoothing
Stable  operating
SM3 25% 67 16.75
margins
Smoothness
100% 64
Score
R ecognition of
Timely Loss | TLR1 40% 64 25.6
economic losses
Recognition
TLR?2 Conservative 35% 64 224
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accounting

Impairment
TLR3 | recognition when 25% 68 17
required
Timely Loss
R ecognition 100% 65
Score
Operating cash
CFQ1 | flow supports 45% 66 29.7
earnings
Cash Flow
Cash  conversion
Quality | CFQ2 35% 70 245
efticiency
Low earnings—cash
CFQ3 20% 69 13.8
flow divergence
Cash Flow
100% 68

Quality Score

Cash Flow Quality was at the top of all the earnings quality measures

listed above. It also scored the highest as it indicated a good
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relationship between what is reported as income from operations
and operating cash flow. This would indicate that there were no
significant inconsistencies with regard to how income was
calculated. Predictability came next on this list of measures for
earnings quality, scoring an average of 67. Predictability suggests that
there are reasonable expectations about how well past earnings can
forecast future earnings. On the other hand, the two bottom-rated
measures for earnings quality were Accrual Quality and Earnings
Persistence. Each earned a score of 58, which indicates both
measures contribute very little toward assessing total earnings
quality. All in all, the analysis found that while each dimension of
the EQ Index has its own strength, they do not reflect a similar

.degree of earnings quality

Step 4. Calculating the EC Index

The overall earnings quality index is determined by first determining
the overall score for each of the dimensions that determine earnings

quality. The next step in this process is to multiply each dimension's
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overall score by its total weight and then to sum all of the weighted

scores. The result 1s an overall composite measure or index (EC

Index) that reflects the overall quality of the company's earnings.

Table 10. Overall Earnings Quality Index

Dimension Overall, | Weighted

Dimension
Score Weight Score
Accrual Quality 58 20% 11.6
Earnings Persistence 58 18% 10.44
Predictability 67 18% 12.06
Smoothness 64 15% 9.6
Timely Loss Recognition 65 14% 9.1
Cash Flow Quality 68 15% 10.2
EQ Index 100% 63

The calculated Earnings Quality Index (EQI) from Table 10, is at

63.00% for 2017, and this score is classified as "Fair", based on the

scale used. Based on this classification, we see that while earnings

quality captures some essential elements of the reported earnings it
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represents an otherwise very limited view of the overall quality of

the company's financial reporting.

EQ Index = (58><0.20) + (58><O.18) + (67><0.18) + (64><0.15) +

(65x0.14) + (68x0.15) = 63.00%
Step 5. Comparison of the QC Index and EQ Index

This final step evaluates the proposed Qualitative Characteristics
Index (QC Index), in relation to the existing Earnings Quality Index
(EQ Index), from four perspectives; measurement range, conceptual
basis, coverage, and final index wvalues, for which index better

.assesses the quality of financial reporting

Table 11. Revised Practical Comparison between QC Index and EQ Index

Criterion QC Index EQ Index

Measurement | Covers the overall quality of | Focuses mainly on reported

scope financial information. earnings.

Conceptual | Derived  from  qualitative | Derived  from  empirical

foundation | characteristics  of  useful earnings-quality proxies.
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financial information.

Includes statements, notes,

Coverage | disclosures, and reporting

Limited mainly to earnings

outcomes and behavior.

practices.
Final index
86.93% 63.00%
value
Interpretation Very Good Fair
23.93 percentage points in
Difterence

favor of QC Index

Table 11 indicates that the QC Index has a greater total index than

the EQ Index. Therefore, the QC Index is a better way to evaluate

the overall quality of accounting information. In addition to

evaluating the quality of reported earnings, as does the EQ Index,

the QC Index evaluates other qualitative characteristics (disclosures

and reporting practices). Thus, the QC Index makes for a more

holistic evaluation of the quality of accounting information. The

23.93% difference supports the study’s operational hypothesis; that
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is, the QC Index is a superior measure of the quality of financial

information based upon conceptual accuracy when compared to the

EQ Index.

Although the qualitative characteristics approach and the earnings
quality approach are both used to determine accounting information
quality, each has difterent conceptual bases for determining
accounting information quality, different methods for evaluating it,
and different scopes of evaluation. As depicted in Table 12, the
qualitative characteristics approach determines whether an account is
useful (1.e., relevant) by using the attributes that make financial
reporting useful to users. In contrast, the earnings quality approach
determines whether the reported earnings were accurately calculated

(i.e., reliable) by assessing the characteristics of those earnings.

Table 12. Comparative Analysis of Accounting Information Quality

Measurement: Qualitative Characteristics versus Earnings Quality

Comparison | Qualitative

Criteria

Characteristics

Perspective

Earnings

Quality

Perspective
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Based on accounting
IASB Conceptual Framework
Foundation research and  earnings
for Financial Reporting
quality models.
Evaluates the overall quality of | Evaluates the quality of
Focus
accounting information. reported earnings.
Uses relevance, faithful | Uses earnings persistence,
representation, comparability, | accrual quality,
Measurement
verifiability, timeliness, and | predictability, and
understandability. earnings management.
Focuses = mainly  on
Covers all financial statement
Scope earnings reported in the
information.
Income statement.
Provides a  comprehensive | Provides measurable
Strengths
conceptual framework. empirical indicators.
Limited to earnings and
Some characteristics are difficult
Limitations does not capture overall

to measure directly.

information quality.

~T7D ~




Represents the fundamental | Represents an outcome-
Researcher's
basis for evaluating accounting | based measure of
View
information quality. accounting quality.

From the researcher’s point of view, studies and researchers who
considered the quality of earnings and its various measures as a
measure of quality, rather than the qualitative characteristics of
accounting information, have looked at quality from the top down,
or the ceiling (i.e., the ceiling for developing quality), rather than
the bottom up or foundation (i.e., the foundation for creating
quality). Any problems or concepts need to be understood within
the context of the product, but that does not mean the product
needs to be studied as it is. Instead, it needs to be studied under a
conceptual umbrella to enable the creation of innovative solutions.
[t 1s stated that quality can be thought of as being the end product of
the accounting equation; i.e., measurement + disclosure = quality. In
order to develop quality accounting information, therefore, it would

make sense to emphasize the measurement aspect of quality
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accounting information. That is, measurement aspects represent the
heart of the accounting issue. Measurement methodology represents
how quality accounting information is produced and thus has an
impact on how good that quality will be. Because measurement
methodologies create quality accounting information via their
characteristics, therefore, those characteristics should be emphasized
over the quality of earnings. Emphasizing measurement
methodology and characteristics ensures that quality and accuracy of
earnings are ensured. As indicated by the researchers cited above,
the quality of accounting information increases or decreases
depending on the number of characteristics that are included.
Therefore, measuring quality through qualitative characteristics is
the most effective way of doing so and is more accurate and
objective.  Characteristics are  products of measurement
methodologies and serve as bases for evaluating whether an
accounting product is acceptable. Qualitative characteristics are

.consistent with the rationality of a conceptual framework
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Empirical results support the conceptual discussions presented earlier
in this paper. The Quality Control Index (QC Index) received an
average score of 86.93% which placed it in the “very good”
category. On the other hand, the Earnings Quality Index (EQ
Index) averaged 63.00% which placed it in the “acceptable”
category. The 23.93 percentage point difterence between the two
indices demonstrates that the QC Index offers a broader, more
complete assessment of financial information quality compared to
the EQ Index. While both indices evaluate difterent dimensions of
financial reporting quality, the QC Index assesses eight dimensions
(relevance, faithful representation, comparability, verifiable,
understandable and timely) related to financial reporting and the EQ

Index focuses primarily on six attributes related to earnings

Therefore, empirical results provide support for the study’s
hypothesis  that qualitative  characteristics offer a more
comprehensive and more accurate means of assessing financial

Ainformation quality than earnings quality alone

~75 ~



In addition, these findings are consistent with the conceptual
arguments made in this study that financial information quality
should be assessed based upon the quality of the accounting
measurement process and qualitative characteristics that exist within
it rather than focusing on just the quality of reported earnings as an

ultimate output of the accounting process.

CONCLUSION .5

This study compares the quantitative characteristics approach and
the earnings quality approach which are the two most well-known
methods used to measure accounting information quality. Both of
these methods help in evaluating financial reporting but have
different theoretical bases and foci in terms of what is measured. The
qualitative characteristics method represents a broader and more
complete method of evaluation in that it examines the attributes that
make accounting information useful for decision making; in
contrast, the earnings quality method focuses almost entirely on the

quality of reported earnings. Therefore, this study concludes that the
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qualitative characteristics represent the basic premise for evaluating
accounting information quality, and the earnings quality should be
seen as an outcome that demonstrates how effectively accountants
can measure and report accounting information (i.e., the quality of
reported earnings) rather than an alternative to the qualitative

characteristic's method.
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Abstract

This study aims to clarify the dynamics of the relationship between
the size of the armed forces, military spending, and arms imports in
Iraq using a vector error correction model for the period 2004—
2023. This period witnessed significant political and economic
fluctuations and restructuring of the armed forces. Annual data on
the wvariables were used, and the results revealed a long-term
relationship between the variables. The results also assessed the
extent to which changes in the size of the armed forces and military
spending affected arms imports. The findings demonstrate a causal
relationship between these variables, indicating a mutual influence
between the military defense policy and the Iraqi national economy,
which helps the government formulate future defense policies for

Iraq
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UNIT ROOT TEST RESULTS TABLE (ADF)

Null Hypothesis: the variable has a unit root

At Level
Y X1 X2

t—
With Constant | Statistic | -2.0298 | -2.6354 | -2.004
Prob. 0.2726 | 0.1045| 0.2824
n0 n0 n0

With Constant & t-
Trend| Statistic| -2.0169| -2.5109 | -0.4495
Prob. 0.5557 | 0.3194 0.976
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n0 n0 n0

Without Constant t-
& Trend | Statistic| -0.4431| -0.9137 | -0.1923
Prob. 0.5089 | 0.3063| 0.6022
n0 n0 n0

At First Difterence

d)| dX1)| dX2)

t_
With Constant | Statistic | -4.2889 | -3.8252 | -7.2136
Prob. 0.0042 | 0.0113 0

With Constant & t-
Trend | Statistic| -4.1748 | -4.0401 | -8.1528
Prob. 0.0208 | 0.0281 0

Without Constant t-
& Trend | Statistic| -4.3774| -3.9499 | -2.1356
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Prob.

0.0002
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0.035
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Johansen Method sk, draly S

(3) s

2023-2004 50l @10 3 oilagt Co-integration Test drali WS L

Unrestricted Cointegration Rank Test (Trace)

Hypothesize
d Trace 0.05 Prob .**
Critical Critical
No. of CE(s) | Eigenvalue Statistic Value Value
None *| 0.773317| 40.29273 29.79707 0.0022
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At most 1 0.41417 13.5771 15.49471 0.0953
Atmost 2*| 0.197126 | 3.952037 3.841465 0.0468
Unrestricted Cointegration Rank Test (Max-
eigenvalue)
Hypothesize Max-
d Eigen 0.05 Prob.**
Critical Critical
No. of CE(s) | Eigenvalue Statistic Value Value
None *| 0.773317 | 26.71563 21.13162 0.0074
At most 1 0.41417 | 9.625061 14.2646 0.2377
Atmost2*| 0.197126 | 3.952037 3.841465 0.0468
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Lag LogL LR FPE AIC SC HQ
0 — NA | 2.97e+46 | 115.5215| 115.6699 | 115.5419
1036.69
3
1 — 1 28.78081 | 1.06e+46 | 114.4657 | 115.0593 | 114.5475
1018.19
1
2 -1 24.61785 | 3.41e+45| 113.2277 | 114.2665 | 113.3709
998.049 * * * * *
4
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Variable | Coefticient
Cointegrating
Equation
Y(-1) 1
X1(-1)| 0.001168
X2(-1)| -0.000413
C| 1083288
Error Correction DY) D(X1) D(X2)
COINTEQ1 | -0.120056 159.1297 2047.797
DY (-1))| 0.331199| -531.1591| -6155.633
D(Y(-2))| 0.463495| -1252.465| -6364.937
D(X1(-1)) | -9.74E-05 0.622906 | -0.567858
D(X1(-2))| 0.000155 -0.70616 | -2.444666
D(X2(-1))| 3.08E-05 0.060647 | -0.580189
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D(X2(-2))| 4.76E-05| -0.066896| -0.272428

C| -30245.53 | 21063295 6.28E+0

R -squared 0.154 0.74 0.85
Adjusted R-

squared 0.503 0.54 0.73

F-statistic 0.234 3.708 7.498

(EViews 13) zab ) Joudl w5 slazeVU ol shasl o Jgad

ks Cointegrating Equation Jds » (5) Jaud! bl I 0 W ez

Y(-1) 2 0k, X1(-1) oX2(-1) ol 0 mogy 5pmdll Sl o 25515300 B3
A X2 Ly calg] 1B d X T 0y oladl ods g skl VL 8Ye 92 ] i L
el =3 S X2 5 XT3 Y o oW b 80 sy mog JSS 23s0dly L e

Slsdd @ B Lt -4

S LY (6) Jau

Lag LRE*| df| Prob. Rao F- df| Prob.

stat stat
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6.140483 0.7258 0.639352]  (9,]0.7432
9.9)
4732415 0.857] 0.465839|  (9,]0.8669
9.9)
17.18092 0.046] 2.866152]  (9,] 0.059
9.9)
8.758356 0.4599 | 1.014722]  (9,]0.4872
9.9)
18.34041 0.0314 | 3.224886|  (9,]0.0418
9.9)
14.08558 0.1193 | 2.047653|  (9,]0.1409
9.9)
10.1595 0.3377] 1.247906|  (9,]0.3663
9.9)
17.37982 0.0431]2.925502]  (9,]0.0557
9.9)
14.66404 0.1006| 2.18659|  (9,]0.1205
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9.9)

10 | 3.240206 91 0.954 0.300828 9, 10.9574

9.9)

11| 15.27847 910.0836 | 2.340893 9, 10.1017

9.9)

121 8.748794 910.4608 | 1.013213 (9, 10.4881

)

9.9)

(EViews 13) maby Joud) zils slezeVU ol slitel n Jgidd

i) Slpdl) pe ootV @ bl Ldos Bl drg YV ple K mos (6) Jead

.Lag 5, Lag3 e olpdl jan e .0.05 jobns V) il (ons o (gl
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A S pas i (7) o

VEC Residual Heteroskedasticity Tests (Levels and

Squares)

Joint test:

Chi-sq df Prob.
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88.14075 84 0.3573
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Inverse Roots of AR Characteristic Polynomial
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Variance Decomposition of Y:

S.E. Y X2 X1
Period

1| 2199611 100 0 0
2| 309534.9| 95.75595 1.3246 | 2.919448
3 395965 | 93.63303 | 1.368647 | 4.998322
4| 454624.1| 89.99507| 1.657703 | 8.347228
5| 512228.9| 87.97339| 1.661173| 10.36544
6| 561720.1| 85.9359| 1.851206 12.2129
71 607409.6 | 84.54929 | 1.927707 13.523
8 646442 | 82.98774| 2.025584 | 14.98667
9| 683420.5| 81.74854| 2.044114| 16.20735
10| 718262.6 | 80.57246| 2.090395| 17.33715
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Abstract

This research aims to examine the impact of digital
transformation on the development of accounting information
systems and its role in improving the quality of financial

information and reporting within organizations. Digital
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transformation has become one of the most significant
developments in the modern business environment due to the
rapid technological advancements and the increasing reliance
of organizations on digital technologies in managing financial

and  accounting processes

The study adopts the descriptive analytical approach through
reviewing relevant literature and previous studies related to
digital transformation in accounting and accounting
information systems. The research highlights the main
concepts of digital transformation and identifies the most
important technologies used in this field, such as artificial

intelligence, big data analytics, cloud computing, and

blockchain

technology

The findings of the research indicate that digital transformation
contributes significantly to improving the efticiency of

accounting information systems, increasing the accuracy of
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financial data, and accelerating data processing. It also enhances
the quality of financial reporting and improves transparency
and reliability of accounting information. Furthermore, the
results show that the adoption of digital technologies has

transformed the role of accountants from

traditional record keepers to financial analysts who

—support decision

making rocesses within

organizations

Based on these findings, the research recommends that
organizations should adopt modern digital technologies in
accounting practices and invest in developing the
technological skills of accounting professionals. It also
recommends that academic institutions update accounting
curricula to align with the requirements of digital.

transformation in the modern business environment

Keywords:
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Abstract

This study aims to explore the role of e-management in enhancing
organizational communication eftectiveness and improving the
work environment in modern business organizations. The study
adopted a descriptive-analytical approach to collect and analyze data
using a questionnaire distributed to a sample of 200 employees and
managers in telecommunications companies, banks, and oil
institutions in Iraq. The results indicated a high level of e-
management implementation in Iraqi business organizations,
supported by tangible administrative support and robust
technological infrastructure. The findings also revealed that e-
management significantly contributes to improving organizational
communication effectiveness by accelerating information flow,
ensuring message clarity, and enhancing interdepartmental

collaboration. Additionally, it improves the work environment in
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terms of organization, cooperation, fostering creativity, and
institutional commitment. Correlation and regression analyses
confirmed statistically significant relationships and eftects between e-
management and both organizational communication effectiveness
and the work environment, highlighting the strategic role of e-

.management in enhancing institutional performance

Keywords: E-management, organizational communication, work

.environment, modern business organizations, digital transformation
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Abstract

This research aims to analyze the impact of asset size and banking

liquidity on the financial performance of private commercial banks

listed on the Iraq Stock Exchange. The study is motivated by the

lack of clarity regarding the nature of the impact of asset size and

banking liquidity on the financial performance of Iraqi commercial

banks. To achieve its objectives, the research adopted the
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descriptive-analytical approach, employing descriptive statistics,
Pearson correlation analysis, and linear regression analysis to test the
research hypotheses.

The research population consists of private commercial banks listed
on the Iraq Stock Exchange. The study sample included (10) private
commercial banks : International Development Bank, Baghdad
Bank, National Bank of Iraq, Ashur International Bank, Middle East
Investment Bank, Iraqi Investment Bank, Gulf Commercial Bank,
Al-Mansour Investment Bank, Iraqi Credit Bank, and Babylon
Bank, covering the period (2017-2024).

The findings revealed a statistically significant positive relationship
between asset size and both financial performance indicators, namely
In contrast, Return on Assets (ROA) and Return on Equity (ROE)
the Loan-to-Deposit Ratio (LDR) exhibited a negative relationship
with both financial performance indicators. Furthermore, the
regression results indicated a significant positive eftect of asset size on
both (ROA) and (ROE) However, (LDR) did not have a

statistically significant eftect on (ROA) at the (5%) significance level,
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whereas it had a statistically significant negative eftect on (ROE)
Accordingly, the first hypothesis was partially supported, while the
second hypothesis was fully supported. These findings emphasize the
importance of expanding asset size and maintaining an appropriate
balance between liquidity and profitability in order to enhance the

financial performance of private commercial banks.
Keywords : Asset Size, Banking Liquidity, Loan-to-Deposit Ratio
(LDR), Financial Performance, Return on Assets (ROA), Return
on Equity (ROE), Private Commercial Banks, Iraq Stock Exchange.
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Abstract

This study provides a systematic analytical review of contemporary

literature examining the impact of digital transformation on
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economic performance, with particular emphasis on identifying
current research trends, evaluating empirical evidence, and
exploring existing research gaps. The review adopts a systematic
analytical approach by examining five recent peer-reviewed studies
indexed in Scopus, Web of Science, and ScienceDirect, ensuring the
inclusion of high-quality and up-to-date scientific evidence from

diverse geographical contexts.

The findings reveal a broad consensus that digital transformation
constitutes a key driver of economic performance by improving
productivity, enhancing resource allocation efticiency, fostering
innovation, and expanding digital financial inclusion, thereby
supporting sustainable economic growth. However, the review also
demonstrates that the magnitude of these positive effects varies
across countries according to the quality of institutions, the level of
digital infrastructure, the eftectiveness of regulatory frameworks, and

the availability of human capital. These findings explain the
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heterogeneous outcomes reported across developed and developing

economies.

Furthermore, the review identifies a significant research gap
concerning the limited number of empirical studies investigating the
integrated relationship between digital transformation and the
quality of economic performance within Arab and developing
economies using advanced econometric techniques and longitudinal
datasets. Accordingly, the study recommends strengthening
investment 1in digital infrastructure, promoting digital financial
inclusion policies, improving institutional quality, and encouraging
future empirical research that examines the long-term implications

of digital transformation for sustainable economic development.

Keywords: Digital Transformation; Economic Performance;
Digital Economy; Digital Financial Inclusion; Institutional Quality;

Sustainable Economic Development; Systematic Analytical Review.
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The role of economic activity of Iraqi industrial companies in

achieving sustainable development

Abstract
The current research aims to focus and increase attention to the
economic dimension of sustainable development as one of the pillars
of sustainable development in the world and that all countries seek
to achieve the seventeen goals that were adopted by the United
Nations General Assembly on 25 September 2015 to eliminate
poverty and protect the environment and achieve prosperity and

prosperity for all people around the world. These goals are
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interrelated and indivisible and are applicable to developed and
developing countries .

Productivity is one of the basic indicators that show the ability of
different production elements to achieve the largest percentage of
outputs (producing units) and it is a measure of the outputs resulting
from a certain amount of inputs, and this means that productivity is
the best criterion for assessing the performance of the national
economy and is the primary source of economic growth and
achieving economic well-being And social citizens in any country
around the world | a productivity growth rates and the analysis of
their components give a closer look at economic activity and reveal
the strengths and weaknesses of this activity, and accordingly we will
focus on measuring and analyzing the performance indicators of
Iraqi industrial facilities for the period 2005-2017 to demonstrate
their impact on achieving sustainable development in Iraq .

Key words: production value, added value, the economic dimension
of sustainable development
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