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 The issues of audit quality and audit committee have received huge consideration from the auditing 
profession, the general public population and the government controllers particularly after the 
prominent corporate outrages in firms like Enron, Global Crossing, Tyco, and WorldCom. These 
concerns discourage investors to invest in foreign and local businesses. The primary objective of 
the current study is to explore the impact of internal and external governance mechanisms such as 
board size, audit committee independence, audit committee expertise, and audit committee meet-
ings on the quality of audit in selected firms. The study is carried out on a sample of Iraqi non-
financial firms. The dependent variable is the audit quality measured as a dummy variable and it 
receives 1 if a firm receives audit services of big five auditing firms and zero, otherwise. To achieve 
the research objectives the study uses logit regression technique. The results indicate that there was 
a positive relationship between audit quality and the percentage of non-executive directors in the 
audit committee. The findings of the current study will be helpful for policymakers, researchers, 
accountants, financial experts, and audit practitioners in understanding the importance of the con-
cept of audit quality and the key factors which affect the audit quality of any non-financial firms 
in Iraq.  
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1. Introduction 
 
It was observed that audit committee trustees neglected to successfully oversee managers (Al- Matari 
et al., 2012). Vicknair et al. (1993) and Fodio et al. (2013) expressed that with a specific end goal to 
work successfully, audit committees should not have cordial relationship with inside management, this 
would create differentiation between inside management and independent board of audit committee. It 
would permit the audit committee and the external auditor to be independent and effective from com-
panies’ executives. For instance, Enron controlled its financial proclamations through off-balance sheet 
financing. The committee was not able to uncover the contorted proclamations on account of the ab-
sence of board autonomy from senior executives (Deakin & Konzelman, 2004). Audit quality is a reli-
able evidence amongst the most basic issues in audit practice. A couple of individuals and social affairs; 
both inside and outside provide different methods for auditing business information (IAASB 2011). 
Audit quality can be conceptualized as a theoretical continuum moving from low to high audit quality. 
Audit disappointments clearly happen on the lower end of the quality continuum, thus a decent begin-
ning stage in pondering audit quality is to solicit what the rate of outright audit disappointment. An 
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audit disappointment happens under two circumstances: when normal sound accounting guidelines are 
not authorized by the auditor called Generally Accepted Accounting Principles (GAAP failure) and 
when an auditor neglects to issue an altered or qualified audit report in the proper circumstances (audit 
report disappointment). In both cases, the audited financial proclamations are conceivably misleading 
to clients and stakeholders. There are various causes which can influence the high quality of the audit. 
Financial Reporting Council (FRC) in 2008 recommends them as: (a) components outside the control 
of the auditors, (b) convenience of the audit reporting (c), the culture surrounds the audit firm both 
inside and outside, (d) the audit process and (e) personal qualities and skills characteristics of audit 
accomplices and staff. The GAAP traces critical components, for example, ability, autonomy, and ac-
tivity of due expert to the nature of the external auditor's execution. Audit quality assumes a vital part 
in keeping up an effective business sector environment, a free quality audit supports trust in the validity 
and honesty of financial articulations which is the key for well-working markets and upgrades financial 
performance. 

Sound audits can fortify strong risk management, internal control at firms and corporate governance, 
along these lines adding to financial performance. High quality outside auditing is a focal part of well-
working capital markets. The accounting literature concentrates on two principal strengths. Under the 
main thought process, if auditors are legitimately obligated for audit disappointments, then they have a 
motivator to deliver high quality to avoid the costs of litigation. The insurance part emerges on the 
grounds that investors consider larger audit firms as these organizations can better meet investors' law-
ful cases, in this manner giving financial resources plan of action against poor audit quality. 
Additionally, the reputational incentives motivate, accounting firms have to avoid audit disappoint-
ments since audit quality is profitable for customers. Customers’ imperfection to different auditors 
when an audit company reputation for quality turns out to be more awful (Skinner & Srinivasan, 2012). 

Though, the Big Four firms as characterized in Business Week (Gerdes, 2009) are Deloitte and Touche, 
Ernst and Young, PricewaterhouseCoopers (PwC), and KPMG which are positioned top among 50 
open and legislative organizations. The statutory audit can fortify certainty in light of the fact that 
auditors are relied on to give an outer, target sentiment on arranging and presentation of financial ver-
balizations. Auditors ought to be free in the notions they express, while the work they have to set up 
their appraisals is exceedingly dependent on and set up in this present reality and may get the oppor-
tunity to be attempting in some business circumstances, for instance, the cement business. It is against 
this connection that the investigation work is finished.  

2. Literature review 

2.1. Audit Quality 

Audit quality broadly refers to the services performed by the auditors engaged by the client firms. Firms 
demand higher quality audit because of the standard and experience they have acquired. Hiring audit 
quality would attract more investors and picture the performance of the organization. Hence, stakehold-
ers and investors will have confidence and trust in the company engaged in higher audit quality because 
of the reputation and the experiences that accounting firms with audit quality have gained. 

Higher audit quality is proactively providing assurance to the investors, deliver a service that goes 
beyond the simple audit and creates an avenue for consulting (Behn et al., 1997). Richard (2006) argued 
that achieving higher audit quality should be balanced among the relationships among employees, pro-
fessionals and independence and competence of accounting firms. Lee et al. (1995) suggested that ac-
counting firms cannot choose to be independent unless it is competent. Clients observed that larger 
accounting firms are independent and competent in international markets and smaller accounting firms 
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have low and incompetence experiences in local markets (Louis, 2005). The competence of Big ac-
counting Firms has made them involve and contribute in standard setting such as Anglo-Saxon coun-
tries (Brown, 2004). According to Nobes and Parker (2008), an accounting system in Ministry of Fi-
nance, China was developed by Deloitte as one of Big accounting Firms due to the independence and 
competence in international accounting standards board (IASB). Adequate training and competence in 
auditing are evidences of high-quality auditing for the investors because the result is prepared by pro-
fessional accounting firms (Gul et al., 1994). 

In addition, the independence of an auditor is indicated as a factor that determines the accounting firms 
size (Abu Bakar et al., 2005). Mautz and Sharaf (1961) revealed that large accounting firms can be 
perceived through research facilities, independence, financial resources, qualified experience, and 
training staffs. However, small accounting firms with a single client may increase the risk of depend-
ence due to the small portfolio of the client compared with those of Big accounting firms (Mautz & 
Sharaf, 1961). Large accounting firms protect their independence and reputation because of large client 
portfolio the firms audit (DeAngelo, 1981). 

Incompetence and low-experiences staff or any elements that can hinder the quality of independent 
auditors may lower the standard of quality of audit (Watts & Zimmerman 1981). Palmrose (1988) re-
vealed audit quality as the levels of affirmations. More elevated amounts of affirmations (i.e. the 
probability of financial statements should comprise zero misstatements or fewer number of mistakes) 
have relationships with the standard audit quality at the way around. Audit failures have been created 
as the basis of this definition (in a situation where the issue of misstatement appears, or auditor fails to 
recognize inconsistent materials) which need to be found in the legal process. 

Francis (2004) described low quality as an audit failure which may bring about a few results such as 
regulatory authorizations, litigation rates, and business disappointment. According to Institute of Char-
tered Accountants in England and Wales (ICAEW) in (2002) as a regulator “audit quality as the best 
expectations that contain evidence, reliability, and appropriate expertise opinion, free and fair judg-
ments have the quality of the audit.” However, regulator agrees that independent auditors that provide 
adequate audit evidence have a higher quality service and can be relied on. 

According to Francis (2004), audit quality is contrarily identified with non-fulfillment audit: the lower 
the nature of auditing, the higher the non-fulfillment rate. Regardless of the way that specialized qual-
ities, for instance, an auditor’s ability to distinguish and report mistakes, have been claimed as the 
characterizing parts of a quality audit. According to Duff (2004) audit quality is contained both specific 
quality and service delivering in terms of quality (the desires and client’s satisfaction). Specialized 
quality contains ability, experience, skill, integrity and independence scales. However, advantage qual-
ity is depicted by responsiveness, feeling and the procurement of client services and Non-Audit Service 
(NAS). Audit quality is chosen by auditors’ capacity to get ruptures of accounting norms and in this 
manner the auditors motivate to report such breaks i.e., audit quality could be the result of auditor 
capacity and freedom. According to DeAngelo (1981) huge enterprises are identified with higher audit 
quality as a result of their extra autonomous. For large auditors like Big Four firms, no individual or 
customer is monetarily fundamental in respect to the estimation of an identified audit disappointment. 
Besides, the Big Four industry has set up brand-name position and in this manner have motivators to 
shield their prestige by providing desire quality audit (Reichelt & Wang 2010). 

Early studies utilize the experience, information asymmetry, and service between the Big Four and 
Non- Big Four firms and demonstrate that Big Four industry performs audits of upper quality and are 
more extra moderate (Krishnan & Visvanathan, 2008). Firms prefer towards name-brand (Big Four) 
auditors on the off chance that they are liable to extra agency clashes. Big Four auditors have a universal 
position and reveal commonly to have extra freedom than non-industry specialization auditors do. On 
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the off chance that Big Four auditor’s offer higher quality, the interest for their services should increase 
in the light of customers' organization issues (DeFond, 1992). PricewaterhouseCoopers (2002) con-
tends that audit quality relies on a few elements together with auditors. Teoh and Wong (1993) see Big 
Four auditors as giving higher quality audit. 

These arguments, therefore, recommend that auditors with industry experience observe misrepresenta-
tions and irregularities better than auditors with no industry experience. DeAngelo (1981) contends that 
firm size might be an intermediary for quality (auditor independence) since there is no single client is 
vital to a Big Four auditor and this protects their reputation (their whole clientele) for not misreporting. 
To realize high and reliable audit quality, Big Four firms tend to enroll people that are friendly and 
labile to government officials’ authorities. 

The work expertise in massive Big Four companies is so doubtless to “mold” auditors that end up being 
totally different from auditors in non-Big Four companies. As an alternative, those recruited by large 
four firms might have comparatively additional conservative personalities that additionally results in 
conservative audit outcomes. Evidence indicates that client of massive four audited firm preserves less 
irregular collections which means less forceful profit management conducts thus higher income quality. 

According to Gottschalk (2011), the perspective of audit quality may be categorized into parts. The 
lawful perspective of auditing offers to a basic classification of either “audit disappointment” or “non-
audit disappointment”. An audit disappointment happens if the auditor does not receive truth, 
Conversely, a “decent audit” or a non-disappointment is the one within which the auditor agrees to 
examine gauges and problems associated with the client's financial explanations at an acceptable level 
of audit risk. The audit quality has been characterized as a result of restrictive on the neighborhood of 
specific characteristics of auditors. According to Louis (2005) many components might empower non-
Big Four firms to determine anomalies. Basu et al. (2001) specify the distinction between the Big Four 
versus Non-Big Four auditee earnings within the United States. 

Collectively, it is advocated that audit quality may be a nonstop build that guarantees the high quality 
of financial statement with the standard expectations. Higher quality of audit enhances the quality of 
financial reporting in an exceedingly means of promoting the companies’ image and this would create 
awareness to stakeholders and investors. Therefore, it denotes that audit quality serves as a yardstick 
for standard financial reporting. Effective communication and commitments between auditors and 
board audit committee are capable of increasing audit quality through active involvement. To sum up, 
audit quality broadly is referred to the independent, competence, mechanism, reputation which auditors 
implement in order to be recognized as an independent audit in providing a financial statement without 
qualified, error and unfair reports. 

2.2 Audit committee independence and audit quality  

Normally, an audit committee is simply referred to a constituted body that is giving authority and re-
sponsibility to oversee the financial reporting of a firm and report the findings to the top management 
for decision making. The committee is expected to provide an invaluable information and communi-
cates to the board of directors of the firm. Also, the committee is responsible for mediating between 
the external and internal auditors and assist the board to ensure all the related issues on audit (Al-Matari  
et al., 2012). The Sarbanes Oxley (SOX) Act (2002) allocated particular obligations to the audit com-
mittee, it is the responsibility of the committee to oversight auditors work, compensate and resolve 
financial reporting. Audit committee likewise has the right to select or appoint independent advice and 
consultants (Klein, 2003).  According to Cadbury (1992) greater part of non-executive directors ought 
to be autonomous of management and free from any business or other relationship which could tangibly 
meddle with the activity of their autonomous judgment, aside from their expenses and shareholding. In 
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addition, SOX (2002) requires that all individuals from an audit committee should be autonomous of 
the companies’ management as well as those who oversee the financial reporting processes and ac-
counting procedures. Audit advisory group independent non-executive can possibly make a move iden-
tified with the outside auditors that may bring about a larger level of audit guarantee or scope. Any of 
the group that has freedom director as the head can endeavor to induce management to choose a more 
proficient auditor with more remarkable. 

Beasley et al. (2000) found that organizations with inappropriate financial reports have less non- exec-
utives directors or independent committee than organizations with the proper benchmark. Abbott and 
Parker (2000) reported that organizations with audit boards of trustees contained autonomous non-
executive directors that meet at any rate twice every year will probably choose from Big Four auditors 
when exchanging auditors. 

Carcello and Neal (2000) found that fiscally troubled firms with the autonomous audit advisory group 
will probably get going-concern conclusions. Abbott and Peters (2004) found that organizations with 
audit advisory group autonomous are less inclined to encounter a fake and low audit quality. Zainal et 
al. (2009) found that a higher extent of free non-executive directors upgrades companies’ execution, 
because of their differing foundation, properties, and qualities, which may enhance decision making 
forms. Non-executive directors are thought to be in a superior position than executives to satisfy their 
observing capacities since they are free and worried with keeping up their notoriety in the outside work 
market (Fama & Jensen, 1983). The findings of Beasley et al. (2000), Carcello and Neal (2000, 2003) 
and Abbott et al. (2003) depend on an affirmation that audit group autonomous of management would 
not have an individual and/or financial reliance on management. The absence of freedom from the 
management may incidentally transform the individuals from the audit group into an expansion of the 
management group itself and this will crush the goal of having the audit advisory group in any case. 
There ought to be an expansive majority of independent or non-executives directors, audit group indi-
viduals that serve on the audit advisory group to improve firm value. 

Agency theory predicts that, since gatherings impart less viable past a specific size, there is a pressure 
from self-serving managers or entrenched in principals to require audit committee adequacy. The sug-
gestion is a backward relationship between audit committee independence and audit quality. The em-
pirical research likewise reports clashing results concerning the relationship between audit committee 
independence and audit quality. A typical desire is that, the independent non-executive directors of the 
audit committee would guarantee better financial reporting (SEC 2003), and the desire is generally 
upheld by existing exact proof (Abbott et al., 2000 ). For instance, the independence of the board audit 
committee is another key trademark for powerful observing of the financial reporting process (Krish-
nan, 2005). 

Eichenseher and Shields (1985) claimed that audit committee autonomous appoint Big Four auditors 
for audit quality contemplations as well as on the grounds that Big Firms auditors are fit for retaining 
a more prominent bit of potential prosecution misfortunes than non-Big firms auditors. Similarly, Bron-
son et al. (2009) reported that advantages of audit committee freedom are reliably accomplished just 
when the audit advisory board is totally autonomous. 

Kent et al. (2010) observed that higher audit advisory group freedom is connected with higher accu-
mulations quality and consequently enhanced financial reporting quality. Anderson et al. (2004) pro-
vides some evidence that completely autonomous audit board are connected with an essentially bring-
ing down the expense of obligation. According to Abbott and Parker (1999, 2000), audit board which 
meets minimum levels of both independent and activity will probably draw in higher quality outside 
auditors. 
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The responsibility of the audit board of trustees can be analyzed in three perspectives: the size, the 
frequency of its meetings and the duties it has to perform. The activity of audit advisory group auton-
omous non-executives can be characterized into two routes: the external audit and oversight of the 
financial statements. This study concentrates on the two since they are the most important area that 
provides the reputation of Big Firm & non-Big Firm and organization inputs (Audit committee) 
(Wolnizer, 1995). Since audit quality is characterized as far as the probability of distinguishing and 
reporting a material financial misquote (DeAngelo, 1981), by augmentation, the issue of the 
independent audit committee has relationship with the level of higher financial reporting quality. 

Byrd and Hickman (1992) guaranteed that the more noteworthy proportion of non- executives directors, 
the better the share trading system reaction to a company's delicate offer for different high quality firms. 
Bonn (2004) found that there was a certain relationship between the proportion of non-executives di-
rectors and organization execution. Ameer et al. (2010) presumed that organizations with outside di-
rectors are required to have a superior quality contrasted with those organizations that have a large 
number of executives internal manager and associated non-executives directors in the audit advisory 
group. 

Sun (2013) discovered a negative and significant on the relationship between audit industry specializa-
tion and audit committee independence. According to Cohen et al. (2011), audit committee independent 
is significant in guaranteeing the respectability of the financial reporting process. This demonstrates 
that non-executive's audit committee member is likely to be more efficient in monitoring audited finan-
cial statement.  

H1: There is a positive relationship between non-executive directors of the audit committee and audit 
quality. 

2.3 Audit committee expertise and audit quality  

The meaning of current pertinent financial capability is questionable and there has not been an unmis-
takable understanding of this necessity. One proposed definition gives in the SOX is introduced as: “A 
financial master is any part who has the training or experience of a public accountant, principal ac-
counting officer of an issuer, principal financial officer, auditor or has been in a position requiring the 
comprehension of sound accounting guidelines and financial articulation involvement in the arrange-
ment and auditing of financial proclamations of practically identical issuers, involvement in the use of 
such standards regarding the representing appraisals, understanding of audit committee functions, ac-
cruals and reserves, and experience with internal accounting” (Dalley, 2003). 

Financial knowledge decreased extortion in corporate financial reporting. A formal acknowledgment 
of this necessity was recently made in the U.S. with the passing of the SOX (2002) which requires 
every public recorded organization to uncover regardless of whether it has a financial master in the 
audit group. Accounting firms by Pricewaterhouse Coopers (1999) and SEC (2003) regulators con-
tended that financial mastery is fundamental to guarantee that the audit committee satisfies their essen-
tial obligations of regulating the financial reporting and upgrading financial reporting quality. 

Jaime and Micheal (2013) claimed that the financial master of the audit board is essential since the 
audit advisory group is in charge of the financial reporting process and audit quality. They explained 
that audit boards with financial ability can offer huge benefits for the stakeholders since the financial 
information is the favorable position of distinguishing any control. DeFond and Francis (2005) found 
that market contestants respond decidedly to the arrangement of an audit advisory group with a financial 
master in accounting, however, no response is noted for audit advisory group with non-accounting 
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financial capability. This is because of the way that the arrangement of council individuals with ac-
counting financial knowledge enhances the oversight capacity of the advisory group and therefore gives 
a tenable sign to the investors that the organizations seek to a higher audit quality and financial report-
ing. Financial reporting quality is better when financial knowledgeable part is a piece of the audit group 
(DeZoort et al., 2001, 2003). McDaniel et al. (2002) observed that specialists tend to concentrate more 
on recurring, less-unmistakable issues, while financial literates concentrated more on non-repeating, 
conspicuous issues. Lo et al. (2010) noted that the existence of financial expertise on the audit advisory 
had a significant positive relationship with financial reporting quality. Defond et al. (2005) in their 
study identified that the business sectors show partiality just to financial reporting with an accounting 
experience or skill on the audit committee. Also, Krishnan and Visvanathan (2008) confirmed a solid 
positive relationship between earnings quality and accounting financial knowledge. Dhaliwal et al. 
(2010) demonstrated that accounting financial knowledge is connected with less profit management. 
Davidson et al. (2004) found that there was a positive relationship between financial performance and 
financial proficiency or knowledge audit committee members.  Sun (2013) found that the market sector 
responds positively to financial specialists on audit committee after SOX. This will help mitigate some 
of the agency problems that cause low audit quality. Based on the various theoretical arguments, this 
study proposes that: 

H2: There is a positive relationship between the financial expertise of non-executive directors in the 
audit committee and audit quality. 

2.4 Board size and audit quality  

Board size or the quantity of executives on board is an imperative element in the viability of the board. 
The increment in board size would enhance organizations' board adequacy to bolster the management 
in lessening agency cost that came about because of poor management and would prompt better finan-
cial results (Jensen & Meckling, 1976). Jensen (1993) claimed that when the number of board size is 
more than seven or eight it is likely to be difficult to coordinate or be effective. According to Raheja 
(2005) the directors of the board have two functions: Key relevant to monitor and advise the board. 
Cheng (2008) claimed that the high quality of financial statement is related to the commitment of a 
larger board size. The direction of impact is highly dependent on the experience and knowledge of the 
members of the board, this significantly depends on the size of the board because if the board is huge 
it is expected that they would have more expertise as compared with a small board. Empirical findings 
show that the board size does matter (Zona et al., 2013), because it impacts monitoring, controlling and 
decision making in the company. Indeed, McDonald and Westphal (2013) argued that larger boards are 
capable of giving more time and efforts to check the management actions and vice versa. 

Contrary to this, it is also argued that the advantages of superior control of management by a huge 
board nullifies the disadvantages that are caused because of difficulty in coordination, communication 
and decision making. The study conducted by Eisenberg et al. (1998) also supports the argument that 
if the board were small the performance of the board would be better. There is no consensus in the 
literature about board size; whether a large number or a smaller board of directorate is better. This is 
because a small group can easily reach a conclusion (Balakrishnan et al., 2014) and to engage in genuine 
interaction and debate. Hutchinson et al. (2015) argued that the benefit of higher level monitoring by a 
huge board may be nullified because of poor decision making by a large board. On the other hand, 
small boards are believed to alleviate the processing problems and hence become more effective (Zona 
et al., 2013). Furthermore, a large board widens the range of ideas to resolve the issues (Xie et al., 
2003).The capacity of the board to monitor the management is enhanced by adding more directors. 
According to Nicholson and Kiel (2003) larger board size influence positively on audit quality. Hence, 
the large board sizes are definitely important, previous research has proved that most organizations 
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with small board sizes have effective contributions because of easier communication between the man-
ager and directors. Based on the various theoretical arguments, this study proposes that: 

H3: There is a positive relationship between board size and audit quality. 

2.5 Audit committee meetings and audit quality  

Audit committee activity plays a vital part in managing and observing the financial reporting process. 
It is contended that the recurrence of groups of audit committee meeting is the key determinant of its 
adequacy and a vital part in tending to critical organization issues connected with management force 
vesting through large ownership (Sharma et al., 2009). The Smith committee (2003) contends that audit 
committee meetings are at the heart of the work and the groups must have the meeting which defines 
their duties and responsibilities. The improvement and transparency of higher audit quality are associ-
ated with the regular meeting of audit committees (Bryan et al., 2004). Bronson et al. (2006) found that 
there is a possibility of a high level of quality as well as audit committee meet regularly while the 
chance of restatements or reporting problems decreases (Abbott et al., 2004). Most of the information 
on the audit committee meeting was extracted through the company’s corporate governance annual 
reports. In the annual report, it was revealed that the minimum audit committee meeting should be two 
in a year. Based on the various theoretical arguments, this study proposes that: 

H4: There is a positive relationship between audit committee meetings and audit quality. 

3. The proposed study  

Considering the categorical nature of depending viable the logit regression model is used to achieve 
the research objective of the currents study.  The logit regression model is used on the basis of recom-
mendations of Hoechle (2007).  

AUDQUAL = α0 + β1 NEDAC + β2 FENEDAC + β 3 BDSIZE +β4 ACME + β5 ROA + 
                       β6 COMPSIZE + β7 CFO + β8 LEVERAGE + ε. 

 
(1) 

Notes: AUDIT QUALITY = 1 if the client is engaged with the service of Big Four auditor in financial 
year, and 0, otherwise, NEDAC = the percentage of non-executive directors in the audit committee, 
FENEDAC is a Dummy Variable is equal to 1 if at least one of non-executive directors in the audit 
committee has accounting knowledge, financial management or able to read financial statement, and 0 
otherwise, BDSIZE = the total number of directors serving on the board of directors, COMPSIZE = the 
natural log of total assets, ROA = earnings before interest and tax divided by total asset, ACME = 
number of audit committee meetings held during the year, CFO = cash flow from operation scaled by 
lagged total asset and LEV = total debt / total assets. 

Table 1 
The summary of descriptive statistics for sample firms  
VARIABLE OBS MEAN STD. DEV. MIN MAX 
Big 4 168 0.64 0.48 0 1 
NEDAC 168 0.42 0.14 0.17 0.75 
FENEDAC 168 0.58 0.50 0 1 
BDSIZE 168 8.94 1.80 5 13 
LogCOMPSIZE 168 7.28 0.66 5.77 8.99 
ROA 168 0.07 0.11 -0.38 0.61 
ACME 168 3.81 0.97 2 7 
CFO 168 9274787 3020000 -2770000 27500000 
LEV 168 23.83 16.05 0 72.17 

 
It is revealing that 64.3 percent of non-financial sector in this study was engaged with Big Four firm 
while the remaining 35.7 percent used non Big Four firms. On average, the number of non-executive 
directors in audit committee was 0.42 with a minimum of 0.17 directors and maximum of 0.75 directors. 
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The average 58 percent of the financial expertise of non-executive directors of audit committee were 
accounting, or financial expert with a range between 0 and 1 percent. This study also discovered that 
the average board size of directors serving in firm was 8.94 with the recorded a minimum, maximum, 
and standard deviation of 5, 13, and 1.80, respectively. The mean of the company size is 7.28 while the 
maximum and minimum are 8.99 and 5.77 respectively with a standard deviation of 0.66. The result 
on the return on assets yields a mean of 0.07 with a minimum of -0.38, maximum 0.61 and standard 
deviation of 0.11. Result found that the average held of the audit committee meeting during the year 
was 3.81 with a minimum 2 and maximum of 7. In addition, the cash flow recorded a figure of 9274787, 
-2.7770, 2.7500 and 3.0200 respectively for mean, minimum, maximum and deviation while the mean 
of the leverage is 23.83 percentages while the minimum and maximum are 0 and 72.17 respectively 
with a deviation of 16.05. 

Table 2 
Correlation 
 1 2 3 4 5 6 7 8 
NEDAC 1 -0.198 1       
FENEDAC 2 0.156 -0.193 1      
logBDSIZE 3 -0.066 0.009 0.188 1     
logCOMPSIZE 4 0.344 0.119 0.151 0.366 1    
ROA 5 -0.045 0.02 -0.109 -0.073 -0.12 1   
ACM 6 0.016 -0.027 0.04 0.206 -0.035 0.116 1  
CFO 7 0.188 0.109 -0.019 0.121 0.487 0.065 -0.058 1 
LEV 8 -0.212 -0.023 -0.048 -0.07 -0.067 0.062 -0.131 -0.079 
 

Correlation explains the association between the audit committee and audit quality. Correlation ranges 
from (+1) to (-1). When the correlation between two variables is +1, it implies a perfectly positive 
association and when it is -1, it implies a perfect negative association. The results of the study are 
presented in Table 3. According to the results, the regression results have shown a great deal of agree-
ment with the hypothesized results.  
 
Table 3 
The summary of Logit regression 

 Coef RobustStd. Z VIF 

NEDAC  0.546 0.163 3.35* 1.07 

FENEDAC  0.232 0.243 0.95 1.07 

logBDSIZE 1.964 0.724 2.71*** 1.25 

logCOMPSIZE 0.957 0.229 4.17** 1.58 

ROA -0.051 0.202 -0.25 1.07 

ACM 0.111 0.537 0.21 1.10 

CFO 0.000 0.000 1.60 1.37 

LEVERAGE -0.018 0.007 -2.51** 1.04 

Cons -0.879 -0.879 -0.49  

No of Obs    168 
Prob > Chi-Square 0.0000    

Adjusted-R2 0.2517    

Mean VIF 1.20    
Notes: Audit quality = 1 if the client engages the service of Big 4 auditor in a financial year, and 0 otherwise. * Significant at p< 0.01 or 
better. (1-tailed), **Significant at p< 0.05 or better. (1-tailed) and ***Significant at p< 0.10 or better. (1-tailed). 
 

4. Conclusion and discussion  
 

The relationship between AUDIT QUALITY, and NEADAC is positive and significant at 1 percent. 
This result is in line with the findings of previous studies. Adegbite (2015) claimed that many CEOs, 
serving in another company and upon their retirement, are appointed as non-executive directors in other 
companies which lead to retain strong influences on behalf of their successors and less audit quality. 
Ahunwan (2003) stated that a strong minority or majority owners of companies’ shares were described 
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as CEO's property. Al-Mudhaki and Joshi (2004) emphasized that research on audit committee in de-
veloping countries could not have met applicable definitions. Mautz and Neumann (1970) posit that 
the association between management of companies and audit committee had long been excessively 
close making it impossible to guarantee an autonomous supervision of the audit quality. Bassett (1998) 
denoted that performance evaluation and self-assessment would be needed for the audit committee 
which reviews the performance of (internal) evaluation non-executive directors and audit quality (Big 
Four & non-Big Four). Though the issue of board evaluation is not popular in Iraq and provides a clear 
picture of performance of the individual members whether they are consistent with the objectives and 
responsibilities of setting the audit committee. The hypothesized results state a positive relationship 
between the financial expertise of non-executive directors audit committee (FENEDAC) and AUDIT 
QUALITY. However, as found in the study, the relationship is positive but not significant in this study 
with indicator p> 10. This, therefore, it implies that the insignificant of the financial expertise of non-
executive directors audit committee may be the effect of their important input if some of the FENEDAC 
serve duality committee (i.e. more than one committee) which might be less effective for overseeing 
and not meeting applicable independence definitions. Also, when the audit committee do not meet 
regularly it can have an impact on improving transparency, competence and confidence on the financial 
expertise of non-executive independence directors in both small and large business. In addition, the 
results of Table 3 also indicate the relationship between board size and audit quality is negative with 
the level of 0.10. Company size variable is positive to audit quality at the 0.01 level of significance. 
The relationship between the return on assets (ROA) and audit quality is negative but not significant 
(p>0.10). The results of audit committee meetings have revealed positive insignificant relationship be-
tween the frequency of audit committee meetings and audit quality (p>0.10). For cash flow results, 
there is a positive insignificant relationship between cash flow and audit quality (p>10). Finally, the 
results have indicated that the relationship between leverage and audit quality was negative with 
significant level of 0.05. 
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