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Abstract 

 
This research aims to study the concept of the quality of accounting accruals and ways of 

measuring them, determine the quality levels of accounting accruals across the different 

companies listed on the Iraqi Stock Exchange, and show their impact on cash balances. The 

research sample included many companies, including 69 companies from all nine sectors listed 

on the Iraqi Stock Exchange for the duration of (2010-2018). The problem and hypotheses of 

the research focused on whether the quality of accounting accruals impacted the Company's 

cash holding levels. The hypotheses of the study have been verified and proven. A set of 

conclusions has been reached, the most important of which is an essential variation in the 

quality levels of accounting accruals of companies listed on the Iraqi Stock Exchange, whether 

within the same sector or between the different sectors listed on the Iraqi Stock Exchange. The 

results of the research also showed that companies operating in the financial services sectors in 

Iraq are characterized by high-quality accruals and high levels of cash holding ratios compared 

to companies from other sectors with non-financial services as a result of the sensitivity of 

financial operations and the low personal estimates of optional accruals. The results also 

showed that companies listed on the Iraqi Stock Exchange tend to hold low cash balances when 

they have a high quality of accounting accruals compared to companies with low benefit quality 

that show that they maintain high levels of cash balances. Therefore, attention should be paid 

to educating investors and creditors on the Iraqi Stock Exchange to understand and interpret the 

accounting figures and information contained in the reports and financial lists of Iraqi 

companies and the use of financial analysts and accountants in this field. 
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Introduction 

 

The quality of accounting accruals is one of the indicators of the quality of accounting 

information. Accounting accruals take the largest share of economic accounting policies 

that companies may resort to beautify their results and financial position (Al-Fatlawi, Al 

Farttoosi, & Almagtome, 2021). Many company departments may use methods and 

accounting procedures that lead to the postponement of recognizing certain expenses. The 

mention of some of the revenues to subsequent and current financial periods respectively 

to control a desirable level of economic illness during successive economic periods. The 

selection and use of policies, methods, and accounting estimates may affect the quality and 

results of corporate financial operations (Ali, Almagtome, & Hameedi, 2019). Therefore, 

the quality of accounting information presented in the financial statements may have 

varying effects and implications for the quality of accounting information (A. Almagtome, 

Khaghaany, & Önce, 2020). This research was conducted to investigate whether the quality 

of accounting accruals impacted the retention levels of cash balances in the Company and 

across various business sectors in Iraq. 

 

Dechow & Dichev, in their model, depending on the Dechow & Dichev scale (2002) as an 

essential indicator for measuring the quality of accounting accruals based on the estimate 

of errors and noise that accompany assumptions and forecasts of future cash flows when 

accounting benefit calculations. Quality of accruals and accounting profits decreases in the 

noise (Estimation noise) estimate in accruals. Therefore, accounting accruals correct timing 

problems in cash flows at the expense of including errors in forecasts of accounting 

accruals. On the other hand, this research was relied upon to measure cash balances on the 

ratio of cash balances and investments in short financial corridors (A. H. Almagtome, Al-

Yasiri, Ali, Kadhim, & Bekheet, 2020). This research shows a significant variation in the 

quality levels of accounting accruals of companies listed on the Iraqi Stock Exchange. 

Within the same sector and Companies operating in the financial services sectors enjoyed 

higher cash retention ratios than companies from other sectors with non-financial services. 

The results also indicate that a higher-quality research sample of high accounting accruals 

tends to hold low cash balances than companies with low benefit quality that appear to 

maintain high levels of cash balances. 

 

Oluoch, Namusonge & Onyango (2015) contributes for the first time to provide a grit of 

the Iraqi environment on the quality levels of accounting accruals for companies listed on 

the Iraqi Stock Exchange and for all business sectors and to show the extent of variation in 

their application within different industries and a large sample of companies (69) companies 

for the period from 2010 to 2018. The results contribute significantly to previous studies in 
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four ways. First: this research provides additional empirical evidence to regulators, 

regulators, and researchers on the continuing controversy about the effects of accounting 

policies and the behavior of different departments in influencing the quality of accounting 

information and its implications for critical financial joints in the Company and on various 

business sectors. Third: This research contributes to providing necessary evidence from the 

Iraqi environment about the levels of cash balances held by companies listed on the Iraqi 

Stock Exchange and all business sectors and analysis of variation at the level of different 

business sectors. The results of this research contribute to providing empirical evidence 

from the Iraqi environment on the importance of the quality of accounting accruals in 

influencing the cash balances held to raise awareness among investors and creditors on the 

one hand and to provide important information to regulators to reduce profit management 

practices and provide protection to investors in the financial markets in Iraq. The rest of this 

research revolves around section 2, which presents a theoretical background on the most 

important topics related to this research and reviews previous studies' results. Section 3 

develops primary research hypotheses. Section 4 describes the research sample, data 

collection procedures, and the most important statistical models used in the research. 

Finally, part 5 presents the descriptive statistics of research variables and presents and 

discusses the results of a multi-regression analysis. 

 

Theoretical Background 

 

1. Accruals Quality 

 

The quality of accruals is a tremendous and necessary indicator of the accounting 

information's quality and the degree and character of expectations regarding the Company's 

short-term share price (Manali Manali et al., 2019). Martinez emphasizes the critical role 

of accounting accruals in earnings exceeding cash flows. In other words, accounting 

accruals are components of accounting results that change the timing of cash flow 

recognized to enhance the monetary unit's assessment of economic performance (Martinez, 

2008). The finance team's total accruals may be calculated as the difference between net 

profit and operating cash flow, a critical component of the economic unit is earnings (Leal 

et al., 2017). As a result, the monetary unit is accruals are equal to the difference between 

declared profits and cash flows from operations. Additionally, it protects the economic unit 

of high-quality accruals from information risks associated with future cash flows and 

earnings by decreasing information asymmetry between companies and market players 

(Shin& Oh, 2017). 
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Accounting accruals are defined as temporary adjustments that solve timing problems and 

mismatches in basic cash flows at the expense of assumptions and estimates (Dechow & 

Dichev, 2002). Dechow & Dichev considers that the high accuracy of the accounting benefit 

estimate indicates a good match between current accruals and past, current, or future cash 

flows. Therefore, inaccurate or erroneous estimates of accounting. Accruals may create 

some noise in the values of accounting accruals, thereby reducing their beneficial role         

(Al-Wattar, Almagtome, & AL-Shafeay, 2019). Many studies show that the quality of 

accounting accruals is the most representative and highest-rate indicator in the application 

to measure the quality of profits and demonstrate the reliability of those profits (Dechow et 

al., 2010). The quality of the benefit is also an essential measure of the reliability of profit-

reflecting information (Amagtome & Alnajjar, 2020). Still, the maturity estimate is linked 

to optional and non-optional estimates that affect the credibility of profits in financial 

calculations (Oluoch et al., 2015). The majority of these research place a premium on the 

quality of accruals (Dechow et al. 1996; (Subrahmanyan, 1996). It demonstrates that 

accruals improve future cash flow predictability. Creditors will find it difficult to forecast 

future cash flows (through which debt repayments would be indicated) using accounting 

information due to the low quality of low accruals. 

 

On the other hand, we consider that accruals require an estimate of future cash flows. The 

quality of receivables can cast doubt on the future distribution of the Company's payments 

and affect information asymmetry between informed and uninformed investors. As a result, 

the quality of the weak accruals of borrowers should lead to higher costs of property rights. 

 

Accounting accruals with operating cash flows achieved during the previous, current, and 

future periods in total (Khaghaany, Kbelah, & Almagtome, 2019). Accordingly, the quality 

of accounting accruals indicates the quality of the information, accounting profits, and the 

size of the Company's profit management practices through levels of collection and 

payment of accounting accruals for deferred cash flows paid or collected for periods of 

achievement. The high percentage of optional accounting accruals indicated that the quality 

of accounting accruals was initially reduced due to the high level of intervention and 

management's control over the assessment of these accruals. But this is not a final indication 

of the low quality of accounting accruals unless the ratio is compared and tracked. Therefore 

the low quality of accounting accruals leads to a rise asymmetry of accounting information, 

thereby undermining the confidence of investors and creditors in the credibility of 

accounting information and reliability to her in making his various investment decisions. 
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2. Cash Balances 

 

The term "cash balances" refers to funds held by the Fund or immediately accessible for 

investment in physical assets or payout to investors (Gill & Shah, 2012). Companies retain 

a certain amount of cash or cash flow according to their needs and various motives that may 

be prudent, speculative, or business facilitation purposes, particularly buying and selling 

(Isshaq & Bokpin, 2009). Cash balances are considered of interest to the Company's 

stakeholders, whether from within the Company or outside the Company and internally. 

The efficiency of managing cash balances is the most important indicator of management 

evaluation by maintaining sufficient balances to the extent that the risk of non-fulfillment 

of obligations is minimal with no uninvested cash surpluses. This contributes to reducing 

the return on invested capital. From the point of view of third parties, legislation in some 

countries is concerned with determining the minimum liquidity of companies, particularly 

financial institutions and banks. As current cash balances and future cash flows are the most 

crucial indicator on which creditors rely in assessing the economic unit's ability to meet 

obligations (Hidayah & Rahmawati, 2019). 

 

Ang believes that there are two main reasons for holding cash balances: (transactions and 

hedging). First, businesses gain from cash retention because it enables them to decrease 

transaction costs by making payments with cash rather than raising external capital or 

selling assets (Ang, 1991). Second, Myers & Majluf points out that asymmetry of 

information may improve the cost of external financing. Therefore cash reserves can 

provide companies with appropriate investment opportunities to rely on their internal 

resources as a precautionary motive (Myers & Majluf, 1984). Companies may also store 

cash to cope with unexpected emergencies and warn of future cash deficits. Thus, to 

minimize the expenses associated with liquidity constraints, cash reserves safeguard limited 

companies from being unable to access money when lucrative possibilities present 

themselves or when loan repayments are due. Nonetheless, the prudential reason for 

maintaining cash reserves remains the primary one (Han & Qiu, 2007). 

 

On the other side, keeping cash amounts incurs expenses since the cost of lost opportunities 

may increase due to the poor rate of return on liquid assets. Thus, corporate administrations 

weigh the benefits of higher cash levels against the expenses of keeping liquid assets to 

decide the higher cash levels and often reach the goal levels (Opler et al., 1999). Liquidity 

risks indicate that the Company will be unable to finance asset acquisitions or meet its 

financial obligations upon maturity without incurring unacceptably high costs or losses 

from fundraising and asset liquidation. It might occur as a result of the financial institution's 

incapacity to manage unanticipated reductions. In addition, changes in funding sources or 



Webology, Volume 19, Number 1, January, 2022 

2384                                                  http://www.webology.org 

a failure to detect or control changes in market circumstances might impair the Company's 

capacity to sell assets swiftly and with the possible minor loss of value (Martnez-Sola et al., 

2018). 

 

Therefore, the importance of cash balances and management policy may vary from another 

LI according to the company's performance data, financial position, reputation, and 

approved financial and credit policies. Moreover, the importance of cash balances may 

emerge and be more significant in the short term, as evidenced by the Company's ability to 

meet its obligations on time. Still, at the same time, the impact may extend to long-term 

indicators such as the financial suitability of the Company to meet its long-term obligations 

and the Company's chances of obtaining long-term loans. 

 

Hypothesis Development 

 

Barth et al. indicated that there is a specific role for accounting accruals in predicting future 

cash flows. They explained that each element of maturity reflects different information 

related to future cash flows and that total profits hide this information as expected. Hence, 

the classification of accounting accruals to its main components greatly enhances the 

predictability of future cash flows and the current cash flow. As a result, the maturity 

components of current profits have a much greater predictive capacity for future cash flows 

(Barth et al., 2001). Additionally, there is a link between accounting quality and information 

asymmetry between firms and external capital providers regarding investment efficiency, 

as financial reports transmit projected cash flows. As a result, it assists present and 

prospective investors in making sound investment decisions. It contributes to the production 

of high-quality financial statements, therefore reducing information asymmetry between 

managers and investors. Consequently, adverse selection and external finance costs are 

reduced, resulting in more efficient investment (Shin et al., 2017). 

 

Reduced information asymmetry aids in the resolution of agency issues. From a different 

angle, they discovered that high-quality financial reporting is related to greater profitability, 

which indicates that businesses with superior accounting quality typically have smaller cash 

holdings (Koo et al., 2017). Thus, a more favorable information environment for companies 

with high-quality financial reporting can lower the cost of shareholder monitoring, 

consequently enhancing project selection and alleviating the need to maintain conservative 

capital levels. Additionally, financial reporting has an impact on dividend policy. This 

critical choice occurs regularly, involves significant sums of money, interacts with all other 

critical decisions, and considerably influences the company's worth (Koo et al., 2017). 
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Profitability issues may also result in internal and external asymmetries, necessitating the 

economic unit to hold higher-than-normal cash reserves. Asymmetric information results 

in the Organization miscalculating its cash balances, increasing the expense and difficulty 

of operating and investing for a money storage company, and the cost of raising external 

capital. Numerous applied accounting studies examine the quality of accounting accruals 

as a substitute for the financial reporting of the company. Additionally, it discovers that 

firms exploit the quality of their accruals to signal clear expectations and enhance their 

share prices in the near run to obtain external capital. However, the accounting is of low 

quality due to its financial reporting. In addition, the accounting accruals are of poor quality 

due to lax internal control, which might risk the Company's resources (Gao & Jia, 2016). 

According to some studies, the quality of more excellent accounting accruals does not need 

to be enhanced at large cash balances to fund projects adequately. Thus, a high-quality 

accruals-based company will have easy access to debt expansion (due to the low 

information asymmetry between the Company and investors) and at a lower cost, indicating 

that companies with accruals-based quality do not require high levels of cash assets to carry 

out their investment projects. 

 

Simultaneously, by resolving the agency's conflicts between shareholders and managers 

through improved accounting, shareholders' capacity to oversee managers improves. As a 

result, strengthening cash management procedures, i.e., the quality of an economic unit is 

accounting accruals, contributes to reducing non-productive cash investments on the 

monetary unit is balance sheets (Verdi, 2006:3). Faulkender & Wang highlighted that 

corporate liquidity enables businesses to invest without relying on external financial 

markets. Thus, cash flow decreases the probability of experiencing financial hardship 

expenses when the Company's activities do not generate enough cash flow to pay off 

obligations (Faulkender & Wang, 2006). Therefore, there are different motives behind the 

other management decisions in the retention levels of cash balances. These motives may 

vary due to the vision of management and the nature of the objectives that Li seeks to 

achieve on the one hand and the nature of the financial and economic conditions that the 

Company may go through on the other. As a result, the most critical factor affecting the 

determination of cash balances is the quality of accounting accruals, which is one of the 

essential indicators of the quality of accounting information. The departments of different 

companies where the quality of accounting accruals are poor tend to maintain high cash 

balances as corporate administrations seek to increase the freedom to make administrative 

choices in such a way as to ensure that their interests and accruals are realized and remain 

in power for as long as possible. On the other hand, the administrations of some companies 

may use accounting accruals to maintain certain levels of cash balances to rely on them to 
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finance their various projects as a result of the high cost of relying on external sources of 

external financing for companies of low information quality, which are characterized by 

high levels of asymmetry of information, forcing them to rely on internal sources of 

financing. 

 

Given the low levels of protection of shareholders in third world countries, including Iraq 

in particular, the Iraq study may be an essential ideal case to verify the impact of the quality 

of accounting accruals and their motives and justifications on the levels of cash balances in 

companies operating on the Iraqi Stock Exchange. Therefore, the above discussion could 

lead to the following hypotheses: 

 

H1: There are morally significant differences in the quality of accruals for Iraqi companies 

within the same business sector and across different business sectors. 

H2: There are essential differences in the cash balances held for Iraqi companies within 

the same business sector and across different business sectors. 

H3: There is a morally significant impact on the quality of accruals on the cash balances 

of Iraqi companies. 

 

Methodology Research Methodology 

 

Research Sample 

 

To achieve the research objectives, all 130 companies listed on the Iraqi Stock Exchange 

and all 130 sectors were initially targeted for nine industries and for nine years of 2010 E.L. 

in 2018 to obtain as many views as possible to increase the capacity and statistical 

significance in testing research hypotheses and producing solid scientific results. Adopted 

to measure the quality of accruals requires at least seven years of observations per 

Company. J for the Iraqi Stock Exchange. 

 

After searching and investigating the financial reports of target companies in the search 

community, some companies were excluded, filtered, sorted and updated, searched pretty 

and impartially, as described in table 1. As a result, the final sample of the research is 69 

all-sector companies listed on the Iraq Stock Exchange for 2010 to 2018. Table 2 shows the 

percentage of the distribution of companies and the research sample by sectors listed on the 

Iraqi Stock Exchange and the rate of corporate representation of the research community 

and by their sectors. 
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Table 1 Research sample selection 

Standard of choice 
Number of 

companies 

All companies listed on the Iraqi Stock Exchange 130 

- Companies established later at the beginning of the financial period of 

the research sample 
(15) 

- Companies that cease their activities or are integrated/transformed (22) 

Companies whose data were not available (24) 

Number of companies for the final sample of research 69 

 

Table 2 Representation ratio of the sample  

to Sector name 

Number of 

companies in 

the research 

community 

Number of 

companies 

in the search 

sample 

Representation 

ratio of the 

research 

community 

Representation 

ratio of the total 

sample of 

research 

1 Banking sector 44 22 50% 32% 

2 Insurance Sector 5 5 100% 7% 

3 Investment sector 9 5 56% 7% 

4 Services sector 11 7 64% 10% 

5 Industry Sector 25 13 52% 19% 

6 
Hotel and Tourism 

Sector 
10 9 90% 13% 

7 Agriculture Sector 7 3 43% 4% 

8 
Telecommunications 

sector 
2 1 50% 1% 

9 
Financial transfer 

sector 
17 4 24% 6% 

Total 130 69 53% 100% 

 

3. Models Measuring Search Variables 

 

i. Measuring the Quality of Accruals 

 

The quality of independent variable accruals is the main part of this study, which indicates 

the quality of the measurement of accruals by measuring the amount of benefit to cash 

flows. X-gauges and entries adopted and used in previous studies to measure the quality of 

accruals have multiplied. The idea of a model (Dechow & Dichev, 2002) is based on an 

estimate of errors and noise that accompany assumptions and estimates of future cash flows 

when calculating accounting accruals. Dechow & Dichev, 2002, derived their applicable 

model of benefit quality by considering residual values from the Company's declines in 

working capital on past, current, and future operating cash flow checks. This is why this 

research is based on equation (1) to calculate the quality of accounting accruals according 

to the model (Dechow & Dichev, 2002): 
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TCAit = α1 + β1t CFOit−1 + β2t CFOit + β3t CFOit+1 +  β4t ∆Saleit  + β5t PPEit + εit   (1) 

 

TCAit represents the Company's total accruals, while CFOit-1 represents cash flows from 

operating activities in the previous year (t-1). CFOit represents cash flows from operating 

activities in the current year (t). CFOit+1 represents cash flow from operating activities in 

the coming year (t+1). ∆Saleit represents the change in sales. PPEit represents total property, 

machinery, and equipment. Current TCAit total accruals for research sample companies are 

calculated through equation 2 as follows: 

 

TCAit = ∆CAit −  ∆CLit – ∆Cashit +  ∆STDit      (2) 

 

Cait represents ∆ the change in total assets in circulation. The ∆CLit represents the change 

in total liabilities. ∆Cashit represents the change in cash balances. Finally, ∆STDit represents 

the change in short-term debt. The quality of accounting accruals is thus measured by 

measuring the standard deviation of residuals by equivalent regression no. (1) for research 

sample companies. Residual values, estimated based on the regression equation (1), 

represent value estimates to explain the variation in working capital in the Dechow & 

Dichev model, 2002. 

 

AQit = σ(εit )                                    (3) 

 

AQit represents the quality measure of accounting accruals according to the model (Dechow 

& Dichev, 2002). While the standard deviation of the remaining textures 𝛔(𝛆𝐢𝐭 ) Represents. 

The high standard deviation values of the remaining values indicate poor quality of 

accounting accruals. The higher those values, the lower the quality of accounting accruals. 

 

ii. Measuring Cash Balances 

 

The Company's cash balances are measured by relying on the ratio of cash balances and 

investments in short-term securities to total assets. 

 

iii. Control Variables 

 

Several controlling variables adopted in previous studies related to cash balances have been 

used to reduce errors that may result from the impact of these variables on the main 

variables of research and provide an additional explanation for the subject matter of the 

study. 
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Table 3 Research-control variables for cash balance model 

Variable 

name 
Icon Scale source 

Market value 

to book value 
PBVR Market value-to-book value ratio  

(Bates et al., 2009, 

Opler et al., 1999) 

Company size Size Le UgaritM for total assets 
(Ma, 2012:8; Opler et 

al., 1999) 

Operating 

cash flow 
CFOR 

The ratio of cash flows from operations 

to total assets 

(Mansali, Derouiche & 

Jemai, 2019; Hilgen, 

2015) 

Networking 

capital 
WCNR 

Working capital minus cash and short-

term investments divided by total assets 

(Shubita, 2019; Mansali, 

Derouiche & Jemai, 

2019). 

Debt 

financing 
DTAR The ratio of total debt to total assets 

(Limanta & Malelak, 

2017) 

Imaginary 

change for the 

sector 

Industry 

Represents the fictitious variable of the 

sector. The Company takes the value 

(1) if the Company falls within the 

classifications of the financial services 

sector and takes (zero) if otherwise. 

(Opler et al.,1999; 

Dittmar et al., 2003; 

Ferreira & Vilela, 2004; 

Kusnadi, 2015; Al-

Najjar & Clark, 2017) 

 

iv. Model Measuring the Impact of Benefit Quality on the Company's Cash Balances 

 

To measure the impact of the quality of accounting accruals on the Company's cash 

balances, the following regression was mainly relied upon: 

 

𝐂𝐀𝐇𝐎𝐢𝐭 = 
𝛃𝟎 + 𝛃𝟏 𝐀𝐐𝐢𝐭 + 𝛃𝟐 𝐏𝐁𝐕𝐑𝐢𝐭 + 𝛃𝟑 𝐒𝐢𝐳𝐞𝐢𝐭 +  𝛃𝟒 𝐂𝐅𝐎𝐑𝐢𝐭 + 𝛃𝟓 𝐖𝐂𝐍𝐑𝐢𝐭

+ 𝛃𝟔 𝐃𝐓𝐀𝐑𝐢𝐭 + 𝛃𝟕 𝐈𝐧𝐝𝐮𝐬𝐭𝐫𝐲𝐢𝐭 + 𝜺𝐢𝐭  

 

CAHO represents the proportion of cash balances. AQ represents the quality of the accruals 

index. PBVR represents the market value to the book value. Size means the size of the 

Company. CFOR represents operating cash flow. WCNR represents the ratio of net working 

capital. DTAR represents the debt financing ratio. Finally, the industry illustrates the 

fictitious variable of the sector. The Company takes a value (1) if the Company falls within 

the financial services sector rankings and takes (zero) if otherwise. 

 

4. Results 

 

1.4 Descriptive Statistics 

 

Table 4 shows the descriptive statistics of the Company's ranking of the research sample 

from the most quality accruals to the lowest quality accruals (2010-2018). The results 

presented in Table 12 show that companies operating in the financial services sectors of the 
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Iraqi Stock Exchange are characterized by the high quality of their accounting accruals 

compared to companies from other sectors with non-financial services as a result of the 

sensitivity of financial operations and the low personal estimates of optional accruals. The 

results show that the banking sector came first regarding the high quality of accounting 

accruals and a total average of (0.253). Investment and economic transformation companies 

also came next in terms of high accruals and a standard (0.221-) and (0.064-) respectively. 

On the other hand, table4shows that the telecommunications and agriculture sectors ranked 

last in terms of the quality of accounting accruals with a total average (0.808) and (0.257), 

respectively. The results presented in Table 4 confirm the validity of the imposition. 

 

H1: that there are morally significant differences in the quality of accruals for Iraqi 

companies within the same business sector and across different business sectors. 

 

Table 4 Descriptive statistics on the quality of accruals classified by sectors (2010-2018) 
Sequencing Sector Mean Std. Dev. Median Min Max 

1 Banks -0.253 1.557 0.042 -4.463 3.168 

2 Investment -0.221 0.220 -0.355 -0.355 0.735 

3 Financial transfer -0.064 0.680 0.026 -3.697 0.861 

4 Insurance 0.124 0.430 0.034 -0.504 2.526 

5 Hotels and tourism 0.145 0.210 0.103 -0.436 0.587 

6 Services 0.149 0.434 0.048 -1.894 1.921 

7 Industry 0.182 0.623 0.046 -3.067 2.526 

8 Agriculture 0.257 0.603 0.065 -0.442 1.921 

9 Communications 0.808 1.420 0.245 -1.499 2.526 

 

Table (5) shows the ratios of cash balances broken down by sectors of the companies sample 

of the research. Telecommunications, industry, and services followed agriculture in terms 

of the sectors with the lowest rate of cash holding. The results presented in Table 5 confirm 

the validity of the imposition. 

 

There are significant differences in the cash balances held by Iraqi companies within the 

same business sector and across different business sectors. 

 

Table 5 Percentage of cash balances classified by sectors (2010-2018) 
to Sector Mean Std. Dev. Median Min Max 

1 Investment sector 0.86 0.28 0.99 0.15 1.02 

2 Financial transfer sector 0.83 0.13 0.83 0.52 1.02 

3 Banking sector 0.54 0.27 0.55 0.01 1.02 

4 Insurance Sector 0.48 0.24 0.45 0.06 1.02 

5 Hotel and Tourism Sector 0.31 0.25 0.26 0.01 0.96 

6 Services sector 0.31 0.28 0.24 0.01 1.02 

7 Industry Sector 0.29 0.30 0.17 0.01 1.02 

8 Telecommunications sector 0.17 0.09 0.15 0.06 0.35 

9 Agriculture Sector 0.14 0.16 0.08 0.01 0.60 

  Total 0.45 0.32 0.42 0.01 1.02 
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2.4. Pearson’s Bivariate Correlation 

 

A person's link analysis was relied upon for all research variables to find the relationship 

between the quality of accounting accruals and corporate cash balances. Analysis of 

Pearson's link model and results helps detect whether there is a possibility of 

multicollinearity problems between measurement model variables. This indicates that there 

is a strong negative correlation with high moral significance between the quality of 

accounting accruals and the cash balances of the research sample companies, which 

confirms the validity of hypothesis. 

 

H3: there is a morally significant impact relationship on the quality of accruals on the cash 

balances of Iraqi companies. 

 

The results presented in table 6 also show no problems with the linear association 

(Multicollinearity) between variables. 

 

Table 6 Pearson Correlation Matrix Link Test Results 

Variables CAHO AQ PBVR Size CFOR WCNR DTAR Industry 

CAHO 1.000               

AQ -0.264 1.000             

(Sign.)  ***               

PBVR -0.165 0.082 1.000           

 (Sign.)  *** **             

Size -0.019 0.232 -0.100 1.000         

(Sign.)   *** **           

CFOR 0.029 0.009 0.036 -0.023 1.000       

(Sign.)              

WCNR -0.052 0.104 -0.004 0.082 -0.001 1.000     

(Sign.)   *  **        

DTAR 0.061 -0.083 -0.038 -0.097 -0.124 -0.187 1.000   

(Sign.)   **  ** *** ***     

Industry 0.493 -0.183 -0.447 0.321 -0.027 -0.009 -0.056 1.000 

(Sign.)  *** *** *** ***      

 

3.4. Results of Multi-logistics Regression Analysis 

 

This research was based mainly on the multi-logistics regression model to measure the 

impact of benefit quality on the Company's cash balances to test the primary hypothesis 

(H3). The data sets in the search sample included two types of data: Cross-sectional and 

time-series. That is, the kind of data is Panel data. 
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Table 7 shows the results > of the Hausman test of the model measuring the impact of the 

quality of accounting accruals on cash balances. Therefore, based on this result, the 

statistically appropriate regression model is random effects, and with this model, any biases 

that may appear in the data can be eliminated. 

 

Table 8 shows the results of the random > effect test. The results show a substantial negative 

impact on the quality of AQ accounting accruals on CAHO cash balance levels held by 

research sample companies, a high moral allowance at the level (0.000), and a regression 

factor (0.031-). This finding demonstrates the validity of the imposition of H3: that there is 

a morally significant impact relationship on the quality of accruals on the cash balances of 

Iraqi companies. 

 

Table 7 Hausman Test Results for the Accounting Benefit Quality Measurement Model on 

Cash Balances 

  Coefficients 

Variables fixed random Difference 

AQ -0.0322 -0.0366 0.00439 

PBVR 0.00626 0.00232 0.00394 

Size 0.01417 0.01631 -0.0021 

CFOR 0.01591 0.01576 0.00015 

WCNR 0.00684 0.00621 0.00063 

DTAR 0.02068 0.01962 0.00106 

 Prob > Chi2 = 0.973  Chi2 = 1.28 

 

Table 8 Summary of the results of the growth of the decline to measure the impact of the 

quality of accounting accruals on cash balances 

𝐂𝐀𝐇𝐎𝐢𝐭 = 𝛃𝟎 + 𝛃𝟏 𝐀𝐐𝐢𝐭 + 𝛃𝟐 𝐏𝐁𝐕𝐑𝐢𝐭 + 𝛃𝟑 𝐒𝐢𝐳𝐞𝐢𝐭 +  𝛃𝟒 𝐂𝐅𝐎𝐑𝐢𝐭 + 𝛃𝟓 𝐖𝐂𝐍𝐑𝐢𝐭

+ 𝛃𝟔 𝐃𝐓𝐀𝐑𝐢𝐭 + 𝛃𝟕 𝐈𝐧𝐝𝐮𝐬𝐭𝐫𝐲𝐢𝐭 + 𝜺𝐢𝐭  

Variables Coef. Std. Err. with P>z 

AQ -0.031 0.008 -3.770 0.000*** 

PBVR 0.007 0.004 1.860  0.063* 

Size 0.002 0.012 0.210  0.837 

CFOR 0.017 0.014 1.230  0.219 

WCNR 0.006 0.003 1.880  0.060* 

DTAR 0.020 0.004 4.520 0.000*** 

Industry 0.333 0.054 6.180 0.000*** 

Constant 0.224 0.126 1.780  0.074* 

 = 82.39 Wald Chi2 (7) = 621 No. of obs.  

 = 0.000 Prob > chi2 = 69 No. of groups 

   = 0.27 R2  
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The results in table 8 also show that there is a positive effect with high moral significance 

for the change in the ratio of debt financing DTAR and the type of industrial business in 

which the Company operates, at a moral level below (0.01) and with a downward factor 

(0.02) and (0.333) respectively. The investment, financial transfer, and Insurance have high 

debt (leverage) ratios and tend to maintain high cash balances. The results also show that 

there is a positive effect but with little moral reason for the percentage of net market value 

to PBVR book value and WCNR net working capital ratio at the Company's cash balance 

level and an honest level below (0.1) and downhill factors (0.007) and (0.006) respectively. 

 

Conclusion 

 

We examined the quality of accounting accruals and accruals for businesses listed on the 

Iraqi Stock Exchange and across several industries in this research. The purpose of this 

research is to examine and quantify the cash retention rates of firms listed on the Iraqi Stock 

Exchange and across Iraqi business sectors. Thus, the study sought to determine how the 

quality of accruals influenced the percentage of cash asset retention by Iraqi businesses. 

According to research findings, firms with a high accounting benefit quality tend to have 

lower cash balances than businesses with a low accounting benefit quality, which maintains 

a high cash balance. This negative link between accounting accruals and cash balance 

retention levels exists because low-quality accounting accruals imply a decline in the 

quality of accounting information and reported profits. As a result, the degree of 

information asymmetry rises. 

 

Furthermore, this increases the cost of external borrowing above the cost of internal 

financing. Thus, corporate administrations would attempt to increase cash reserves when 

the quality of accounting accruals is inadequate, as external capital costs are significantly 

higher for firms with a solid financial reputation. Thus, it supports businesses' holding of 

large cash reserves in preference to internal funding sources. On the contrary, research 

indicates that firms with a high accruals quality do not require a significant level of capital 

to fund their investment initiatives. On the other side, high-quality accounting accruals may 

suggest a weakness in controlling owners, prompting the management of these firms to 

keep relatively large cash holdings. Departments in firms with inadequate accounting 

benefit quality will press them to maintain significant cash levels for preventative 

objectives. They want to expand their independence and influence the Company's choices 

to further their interests. This rationale accords with the agency's understanding of the free 

cash flow theory. It implies that managers' increased access to free cash flows may increase 

their propensity to make decisions that benefit their authority and personal accruals at the 

expense of the Company's interests. 
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