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This study analyzes the impact of Total Quality Management (TQM) practices on the
operational risk resilience of Iraqi banks over the period 2013-2023, in a context of
limited direct disclosure of quality and operational risk indicators. To address this
constraint, proxy measures were constructed from publicly available financial data,
using an “Improvement and Quality” index as the independent variable and
operational risk inversely measured through an estimated operational error rate. Based
on a balanced panel dataset of seven banks (77 observations), the findings reveal a
statistically significant negative relationship between quality practices and operational
risk. A 1% increase in the quality index is associated with a 0.012 percentage point
reduction in the operational error rate (p < 0.01). Comparative analysis highlights the
International Development Bank as the most consistent performer with the lowest
error rate, while Mosul Bank for Development and Investment exhibits a discrepancy
between reported quality indicators and actual operational effectiveness. Robustness
checks, including Hausman and heteroskedasticity tests, confirm the validity of the
fixed-effects model and the stability of results even during external shocks such as the
COVID-19 pandemic. The study concludes that financial proxies can effectively
capture the relationship between quality management and operational risk and
recommends adopting international quality standards alongside enhanced disclosure of

operational risk metrics to strengthen transparency and banking system resilience
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