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Abstract

This study addresses the topic of behavioral auditing within the framework
of professional competence for internal auditors and its impact on the quality
of financial reporting, given the growing importance of this aspect in
contemporary business environments. Internal auditing is no longer limited to
technical dimensions; it now extends to behavioral and professional aspects
such as integrity, independence, sound judgment, leadership, and
communication—all of which contribute to enhancing the reliability of
financial reporting and raising levels of transparency and governance.

The study aimed to clarify the impact of behavioral auditing, within the
framework of professional competence for internal auditors, on the quality of
financial reporting in Iraqi companies listed on the Iraq Stock Exchange. This
was achieved by measuring the availability of the four components of the
professional competence framework (professionalism, performance,
environmental awareness, and leadership and communication) and analyzing
their relationship with financial reporting quality. To achieve this, a set of main
and sub-hypotheses were formulated, focusing on the existence of significant
differences in the availability of behavioral auditing and in the quality of
financial reporting among companies, in addition to testing the correlation and
impact relationships between behavioral auditing and its components and
financial reporting quality.

The study adopted two integrated approaches: the deductive approach to
cover the theoretical aspect through relevant literature and professional
standards, and the inductive approach for applied analysis using a checklist to
measure behavioral auditing and an accrual quality scale to assess financial
reporting quality through discretionary and non-discretionary accruals. A set of
statistical tools were used, including descriptive statistics, correlation
coefficients, and simple and multiple regression analyses to test the hypotheses.

The study reached several conclusions, most notably that behavioral
auditing is a fundamental approach to improving the quality of financial
reporting, and that all components of the professional competence framework
affect this quality to varying degrees, with the leadership and communication
component emerging as the most influential. The results also showed a high
level of commitment to the professional competence framework among
companies, but with clear variation across sectors and the emergence of
practical gaps resulting from weak training programs and the lack of systematic
integration of behavioral practices.

The study recommended the need to integrate professional behavior as a
core element within the components of internal auditors’ professional
competence, to develop structured training programs that enhance behavioral
aspects alongside technical ones, and to link behavioral auditing practices with
institutional governance strategies to ensure improved financial reporting
quality and increased investor confidence in the Iraqi business environment.
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HIGHLITS

GRAPHICAL ABSTRACT

The study explores behavioral
auditing as part of internal
auditors’ professional
competence, aiming to enhance
financial reporting quality in
Iraqi listed companies.

Using analytical methods and
accrual quality models, a
significant relationship was
found between behavioral
auditing and financial reporting
quality.

Leadership and communication
were the most influential
components in improving
reporting outcomes.

The study recommends
integrating behavioral ethics
into competence models and
aligning audit practices with
governance strategies.
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ABSTRACT

This study addresses the topic of behavioral auditing within the framework of
professional competence for internal auditors and its impact on the quality of financial
reporting, given the growing importance of this aspect in contemporary business
environments. Internal auditing is no longer limited to technical dimensions; it now
extends to behavioral and professional aspects such as integrity, independence, sound
judgment, leadership, and communication—all of which contribute to enhancing the
reliability of financial reporting and raising levels of transparency and governance.

The study aimed to clarify the impact of behavioral auditing, within the framework of
professional competence for internal auditors, on the quality of financial reporting in
Iragi companies listed on the Iraq Stock Exchange. This was achieved by measuring
the availability of the four components of the professional competence framework
(professionalism, performance, environmental awareness, and leadership and
communication) and analyzing their relationship with financial reporting quality. To
achieve this, a set of main and sub-hypotheses were formulated, focusing on the
existence of significant differences in the availability of behavioral auditing and in the
quality of financial reporting among companies, in addition to testing the correlation
and impact relationships between behavioral auditing and its components and financial
reporting quality.

The study adopted two integrated approaches: the deductive approach to cover the
theoretical aspect through relevant literature and professional standards, and the
inductive approach for applied analysis using a checklist to measure behavioral
auditing and an accrual quality scale to assess financial reporting quality through
discretionary and non-discretionary accruals. A set of statistical tools were used,
including descriptive statistics, correlation coefficients, and simple and multiple
regression analyses to test the hypotheses.

The study reached several conclusions, most notably that behavioral auditing is a
fundamental approach to improving the quality of financial reporting, and that all
components of the professional competence framework affect this quality to varying
degrees, with the leadership and communication component emerging as the most
influential. The results also showed a high level of commitment to the professional
competence framework among companies, but with clear variation across sectors and
the emergence of practical gaps resulting from weak training programs and the lack of
systematic integration of behavioral practices.

The study recommended the need to integrate professional behavior as a core element
within the components of internal auditors’ professional competence, to develop
structured training programs that enhance behavioral aspects alongside technical ones,
and to link behavioral auditing practices with institutional governance strategies to
ensure improved financial reporting quality and increased investor confidence in the
Iraqi business environment.
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