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Abstract 
 

Audit quality is getting very important due to the role of an audit in enhancing the quality and reliability of 

financial statements. The studying of audit quality and the factors that are affecting it has captured the 

attention and imagination of researchers, especially those in developed countries. This study aims at 

investigating the effect of ownership structure among Jordanian listed firms based on their audit quality. The 

sample study consists of one hundred ninety eight (198) companies out of the two hundred sixty two (262) 

listed companies on the Amman Stock Exchange (ASE). The analysis of logistic regression was used to 

investigate the relationship between the audit quality measured based on the audit firms size as a dependent 

variable, and ownership structure as independent variables. The results show a significant positive 

relationship between the audit quality and that of companies both with foreign and institutional ownership. 

Whereas ownership concentration was shown to have a negative relationship with quality, that relationship 

was not significant. These results indicate that foreign and institutional investors tend to hire high quality 

auditors. 
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1. Introduction 
 

Accounting scandals that have been experienced in the last few years such as Enron, Arthur Anderson and 

World Com have affected the regulators trust of financial statements'. The total demise of Arthur Anderson in 

2002, one of the Big 5 of U.S public accounting firms, sent shock waves all over the world and is often 

viewed as having generated considerable stress on the principles of accountancy (Gendron, et. al., 2006). This 

scandal and its subsequent results were a main reason for drawing attention towards the quality of financial 

statements. Moreover, the financial crisis which has affected most of the world in the recent years has pushed 

up the demand for high quality audits. Fargher and Jiang (2008) found that auditors were more likely to issue 

going concern opinions for financially stressed companies immediately after the crisis. This result may signal 

that auditors are being more watchful after such crisis and that they now tend to perform their work in a highly 

ethical and ensure the quality of their work. Davidson and New (1993) mentioned that audit quality is viewed 

as one of the main factors that affect the credibility of financial information and the higher the audit quality is, 

results in the information being more accurate. This can be a motive for deep research and insight in audit 

quality and the factors that may affect it.  
 

This study extends recent researches that analyzed the factors affecting audit quality by focusing on the 

influence of ownership structure for the public listed firms in Amman Stock Exchange (ASE) located in 

Jordan based on their audit quality. The significance of this study arises from the lack of similar study of the 

audit quality area in Jordan, most of the studies conducted in Jordan on this area focused on procedural and 

regulatory aspects of the audit profession, to the author’s knowledge only Hmedat, (2002) and Al-Nawaiseh 

(2006) have studied the level of audit quality in Jordan. So, this study further came to cover this area and add 

practical details by exploring the effect of ownership structure on the audit quality in Jordan specially when 

observing that the only two studies previously conducted in Jordan were focused on factors related to audit 

firms or factors that related to the financial characteristics of clients' firms.  
 

Factors affecting audit quality have captured the attention of previous researches like Carcello,  et. al. (1992); 

Lennox (1999); Li and Lin (2005); Knechel & Vanstraelen (2007); Atoeijeri & Annafaabi (2008); Chi et al. 

(2009) and many others, where the institutional factors for the audited firms that might have an influence on 

the audit quality were less examined. Gearemynck, et. al. (2008) tested various characteristics of an audit 

firms' client portfolio: characteristics like size, visibility, and financial health as drivers that could affect audit 

quality. Chen, et. al. (2007) examined empirically the influence of family-controlled clients on the audit 

quality. Abdullah (2008) studied the effective component of corporate governance, board composition, 

ownership by directors, ownership by financial institutions and CEO/chairman, and its relationship with the 

audit quality.   
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Unlike Abdullah’s (2008) and other studies, this study focuses on the ownership structure only by testing the 

effect of ownership concentration, foreign ownership, and institutional ownership on the level of audit quality. 

Abdullah (2008) argued that there is little empirical research that examines the audit quality in emerging 

markets where equity markets are less developed and therefore the auditing environment is quite different. 

Most of the previous studies related to the level of corporate governance mechanism and audit quality as well 

as financial reporting quality concentrated in developed countries. Dong and Zhang (2008) indicated that 

ownership structure is one of the most important corporate governance characteristics of listed companies, 

ownership structure directly influences the board of directors, so it will be very important to investigate the 

effect of the ownership structure, as a corporate governance characteristic, on the audit quality in an emerging 

market like Jordan. 
  

2. Background and Hypothesis Development 
 

2.1. Audit Quality 
 

Audit quality adds a significant value to investors in capital markets because they often use audited financial 

statements by auditors as the main basis for investment decisions (Sudsomboon and Vssahawanitchakit, 

2009). The use of audited financial statements by investors has been proved by many researches (Loudder, et. 

al., 1992; Chen, et. al., 2000; Zureigat, 2010; Kathleen, et. al., 2007) who found a market reaction to the 

different types of audit reports. Because the purpose of an audit is to provide an assurance as regards to the 

financial statements, this role can be successful only; if an audit opinion reflects the true findings of the audit 

engagement (Al-Ajmi, 2009).  
 

DeAngelo (1981) argued that audit quality depends on the joint probability of an auditor discovering and 

disclosing a problem in an accounting system. Bradshaw et. al. (2001) defined audit quality as the willingness 

to report any material manipulation or misstatements that will increase the material uncertainties and/or going 

concern problems; Baotham and Ussahawanitchakit (2009) addressed another definition  as the probability 

that an auditor will not issue an unqualified report for statements containing material errors. Palmrose (1988) 

asserted that high audit quality is associated with the absence of material omissions or misstatements in the 

financial statements. Audit quality and the measurement of audit quality have been studied widely, Kilgore 

(2007) indicated that no single generally accepted definition of audit quality has emerged, nor has any single 

generally accepted measure been introduced. Reisch (2000) attributed the absence of a single measure of audit 

quality to the fact that it is a multidimensional latent construct and is therefore, somewhat difficult to measure. 

This was a reason that many researchers study this area and have used different proxies for measuring the 

level of audit quality. Manry, et. al. (2008) used estimated discretionary accruals to measure audit quality, 

Knechel & Vanstraelan (2007) used the likelihood of an auditor issuing a going concern opinion as an 

indicator of audit quality, Li and Lin (2005) examined audit quality using non-audit fees, Chen et. al. (2010) 

used the propensity to issue modified audit opinion as a proxy for audit quality.  
 

Kilgore (2007) indicated that the most commonly used surrogate for audit quality is the size of the audit firm, 

Chang et. al. (2008) agreed because of the wide range of theoretical and empirical evidence that large audit 

firms may provide higher quality audits. DeAngelo (1981) proposed that the larger audit firms receive fee 

premiums because they have a greater reputation at stake and that reputation, together with their more 

substantial clients base, provides them with the incentive to be more independent, leading to a higher level of 

audit quality. Gearemynck, et. al. (2008) indicated that audit quality is affected by expected future losses of 

audit firms, which trigger increased audit quality as they get larger. Furthermore, many studies found an 

evidence that clients audited by larger audit firms disclose more information voluntarily (Depoers, 2000; Chau 

and Gray, 2002). Simunic and Stein (1987) asserted that larger audit firms are better than smaller audit firms 

at detecting errors because they have greater resources at their disposal and can attract employees with 

superior skills and experience.   
 

Despite the findings of some studies that have not supported the audit firm and audit quality association (see, 

simmunic, 1980; Wyer, et.al., 1988), the weight of evidence supports the association between audit quality 

and audit firm size is now generally accepted as norm when reviewing the audit quality literature (DeAngleo, 

1981; Krishnan and Schauer, 2000; Kim, et. al., 2003; Kane and Velury, 2004; Niemi, 2004; Lensberg, et. al., 

2006; Li, et.al., 2008; Change, 2008; Francis and Yu, 2009). Therefore, this research will base its empirical 

analysis on the primes that the auditor size is a surrogate for audit quality and define the larger audit firms as 

quality auditors. Factors affecting the level of audit quality vary, many researches who have studied these 

factors have done so in order to support audit quality literature. A wide range of these studies were focused on 

variables related to the audit profession, auditors and audit firms.  
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Schroeder et. al. (1986) found that the audit teams factors are more important than the audit firms factors in 

influencing the level of audit quality, Carcello et. al. (1992) indicated that the most important factors in 

determining audit quality were audit team and firm experience with the client, industry expertise, 

responsiveness to client needs, and compliance with the generally accepted auditing standards. (Lennox, 

1999) investigated the effect of non-audit services in audit quality, the results suggested that when non-audit 

fees are disclosed, the provision of non-audit services does not reduce audit quality. Jaffar et. al. (2005) 

studied the possible factors that affect audit quality, and found that the most important factor was the auditor’s 

knowledge in accounting and auditing. The auditor's ability to inform the clients about accounting changes, 

the auditor's commitment with the code of ethics, and the auditor's knowledge of the industry. Atoijer & 

Annafaabi (2008) investigated auditors’ perspectives on the factors that may have an effect on audit quality in 

Saudi Arabia; there results show that the strongest factors affecting audit quality are auditors’ experience, 

auditors’ objectivity, and auditors’ academic qualifications, Manry et. al. (2008) addressed that audit quality 

appears to increase with increased audit partner tenure.  
 

The results of Sudsomboon and Ussahawanitchakit’s (2009) study show that professional audit competencies 

have a positive influence on audit quality and reputation. Baotham & Ussahawanitchakit (2009) indicated that 

audit independence has a positive relationship with audit quality, and audit quality has a positive association 

with audit credibility. Casterella et. al. (2009) found that peer review findings are indeed useful in predicting 

audit failure and argued that self-regulated peer review as mandated by the AICPA does provide effective 

signals regarding the level of an audit firms quality. In Jordan, Hmedat (2002) aimed to investigate the 

relation between audit quality and some factors related to the audit firm and other factors related to the clients’ 

firms like client size, client financial position, sales growth, and department ratio. The findings showed that 

audit quality is related to the audit firms size, clients size, and clients financial position, while the other factors 

did not have a significant relation to audit quality. Unlike Humedat (2002) who focused on financial factors 

related to the clients’ firm, the main aim of this study is to investigate the effect of the ownership structure for 

audited firms, as a corporate governance characteristic, rather than to study financial indicators.  
 

Al-Nawaiseh (2006) studied audit quality, the aim of his study was to analyze factors affecting audit quality 

from the perspective of Jordanian auditors using two questionnaires circulated to a sample of auditors, the 

findings indicated an agreement regarding the important role of audit quality, the most effective variables 

were the factors associated with the audit work team, while the lowest effect was for variables concerning the 

organization of the audit company. However, some of the studies that addressed the factors that affect audit 

quality were mainly about variables related to the auditors clients firm and their institutional characteristics. 

Some of these studies indicated that there is no negative impact of client importance on audit quality (Chang 

and Kallapur, 2003; Kinney, et. al., 2004), while Chen et. al. (2010) found that the propensity to issue 

modified audit opinions, as indicator for audit quality, is negatively correlated with client importance in China 

from 1995 to 2000. Gaeremynck et. al. (2008) found that not so much the size of an audit firms portfolio but 

other portfolios and client characteristics drive audit quality, like client visibility characteristics and solvency 

characteristics.  
 

Considering the negotiations between auditors and clients and its impending effect on the auditing process, 

clients have the power that may push  auditors to have a greater tendency to compromise their independence 

which in turn leads to a deterioration in the  audit quality, many researchers tended to study factors that may 

affect auditor-client relationship, (see, Beasley and Petroni, 2001; Salleh, et. al., 2006; Hay and Knechel, 

2004; Lennox, 2005; Piot, 2001; Martinez and Fuentes, 2007; Pedro, et. al., 2005; Dong and Zhang, 2008). 

Taking into account that the Jordanian Companies Law grants the process of selecting and hiring the external 

auditor to the shareholders board, the process of choosing quality auditors depends on the ownership structure. 

This structure can be classified into concentrated ownership – shareholders who own more 5% of the total 

shares, institutional ownership-investments by certain institutions, and foreign ownership- investments by 

non-Jordanian investors. This classification is adopted by the Jordan Security Commission (JSC). (JSC) is a 

public institution with financial and administrative autonomy which develops, regulates and monitors Jordan’s 

capital market. Therefore, the objectives of this study is to investigate the effect of the ownership structure, 

concentrated, foreign and institutional, on the level of audit quality measured by the audit firms size in Jordan.  
 

2.2. Ownership Concentration  
 

Helfin and Shaw (2000) argued that monitoring by large shareholders may give them access to private and 

value relevant information. In companies with concentrated ownership, the large shareholders can affect 

management, especially when they become board members, and they have a lot beyond the board. Gul et. al. 

(2010) investigated the effect of the largest-shareholder ownership concentration on the amount of firm-

specific information incorporated into share prices, as measured by stock price synchronization.  



© Centre for Promoting Ideas, USA                                                                                          www.ijbssnet.com 

41 

 

They found that synchronization is a concave function of ownership by the largest shareholders. Hu & 

Izumida (2008) indicated that ownership concentration has a significant effect on the contemporary and 

subsequent corporate performance. Chen et. al. (2007) pointed out that the audit service demand by firms with 

controlling shareholders could be different from that demanded by firms without controlling shareholders; 

they found that audit quality is indeed deteriorated and compromised when an auditor faces a business of 

family-controlled clients. The results of the study by Dong and Zhang (2008) show that, for listed firms in 

China, external auditors’ propensity to qualify is lower with the lower proportion of public shares or with 

higher concentration of shares at a marginal significant level.  
 

Lukas (2009) found that ownership concentration has a negative impact on board independence; Abdullah’s 

(2008) results indicated that there is a significant positive relationship between board independence and audit 

quality. Based on these results, the author proposes a negative relationship between ownership concentration 

and audit quality and the first null hypothesis for this study will be:  
 

Hypothesis 1: there is no significant relationship between audit quality and ownership concentration.  
 

2.3. Foreign Ownership 
 

Wei, et. al. (2005) found that foreign ownership is significantly and positively related to a firms value 

measured by Tobin’s Q. Bagaeva, et. al. (2008) didn’t find support for the hypothesis that non-listed Russian 

firms owned by foreign investors report earning of better quality than do exclusively Russian-owned non-

listed firms, but they found that non-listed Russian firms with foreign ownership report earning with more 

timely recognition of economic gains than others. Other studies showed that foreign ownership is associated 

with higher corporate transparency and lower information asymmetries (Jaing and Kim, 2004). In Jordan, the 

government has issued and amended a number of important laws and regulations, such as Banks Law and 

Privatization Instructions, in order to encourage the investment by non-Jordanians. The Jordan Securities 

Commission, also addressed a special strategy for encouraging foreign investments in the capital markets, one 

of these strategies objective is to prompt efficiency, transparency and fairness in the market. Considering the 

above mentioned discussion and the role of audit quality on the firms’ value and financial reporting quality, 

the author suggests a positive relationship between foreign ownership and audit quality and the second null 

hypothesis for this study will be:  
 

Hypothesis 2: There is no significant relationship between foreign ownership and audit quality.  
 

2.4. Institutional Ownership 
 

Institutional Ownership is an investment from a certain institution, and is usually higher than the investments 

of individuals, (Abdullah, 2008) argue that it is assumed that institutional investors have more influence than 

other individual investors, Warfield et. al. (1995) indicated that the higher the holding of institutional and 

Blockholders is, the smaller the discretionary accruals and the greater the informativeness of earning. Sharma 

(2004) found that as the percentage of independent institutional ownership increases, the likelihood of fraud 

decreases. These findings suggest that institutional ownership can play an active role in monitoring and 

disciplining managerial discretion and in controlling the reporting process.  
 

Kane and Velury (2004) investigated the relation between audit firm size and the level of institutional 

ownership and found that the greater the level of institutional ownership is, the more likely that a firm will 

provide audits that are conducted by a large audit firm, Chan et. al. (2007) found that an increase in 

institutional shares leads to a general increase in the demand for higher-quality audits in China, (Mitra, at. al., 

2007) found that institutional ownership was significantly and positively related to audit fees-as a proxy for 

audit quality, Abdullah (2008) found that institutional ownership is an important factor that could assist 

companies to perform effectively, he also found the companies tend to be audited by the Big 4 if the level of 

institutional ownership increases. Based on these discussions, the author suggests a positive relationship 

between institutional ownership and audit quality and the third null hypotheses will be:  
 

Hypotheses 3: There is no significant relationship between institutional ownership and audit quality.  
 

3. Methodology 
 

3.1. Sample and Data 
 

This study attempts to investigate the effect of ownership structure for public listed firms on the Amman 

Stock Exchange (ASE) in Jordan on the level of audit quality. The total number of companies listed in (ASE) 

at the beginning of the 2009 was two hundred sixty two (262), this study excluded the banking sector, which 

consists of fourteen (14) listed banks because of the  special regulations and instructions that govern them in 

Jordan, the reminder of listed companies was two hundred forty eight(248). 
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The study sample consists of one hundred ninety eight (198) companies that had the available data needed for 

the study which represents (79.83%) of the study population. Data about ownership structure and audit firms 

were collected from the annual reports for the listed companies, these reports are published by the Jordan 

Securities Commission (JSC). Table (1) presents the distribution of the sample by industry and audit firm. 
 

Table (1): Sample distribution by industry and audit firm 
 

Industry 
Number of 

companies 

Auditing by Big 4 
Auditing by 

Non-Big 4 

No. % No. % 

Services 85 51 60 34 40 

Industrial 

products 

89 47 52.8 42 47.19 

Insurance 24 23 95.83 1 4.16 

Total 198 121 61.11 77 38.89 

 

3.2. Variables and Model:  
 

In order to study the relationship between audit quality and ownership structure, this study used the following 

regression model:  
 

AQ =  α + β1 OC + β 2 FO + β 3IO + β 4SI + β 5LE + e 

Where:  

AQ : Audit Quality 

OC : Ownership 

FO : Foreign Ownership 

IO : Institutional Ownership  

SI :  Company Size 

LE : Leverage  
 

The dependent variable AQ, were measured, as mentioned earlier, by the audit firm size, so the audit quality is 

coded (1) when the company is audited by one of the big 4 audit firms, and zero otherwise (Kane and Velury, 

2002; Abdullah, 2008). Variables related to the ownership structure were captured directly from the annual 

reports for the samples’ companies. The ownership concentration was measured as the total percentage of 

shares  owned by investors who owned more than (5%) of the total company shares, foreign ownership was 

measured as the percentage of the total shares owned by non-Jordanian investors in the company, institutional 

ownership was measured by the percentage of the total shares owned by institutions.  
 

Moreover, the study model has two control variables, size and leverage. Testing these two variables is not one 

of the study goals, they were used to control the influence of firm specific financial factors, the choice of them 

is quite similar to empirical studies. (DeFond, 1992) addressed that client size is significantly related to 

auditor choice, Manry (2008) also found a significant relationship between audit quality and client size, the 

size of companies in this study were measured by the natural logarithm of total assets (Dong and Zhang, 

2008). Broye and Weill (2009) demonstrated that the relationship between leverage and the choice of high 

quality auditors varies significantly across European countries, Dong and Zhang (2008) found an effect for 

leverage on the type of audit opinion. Leverage in this study was measured as total dept divided by total assets 

(Kane and Velury, 2002; Abdullah, 2008). 
 

4. Analysis and Rustles 
 

4.1. Descriptive Analysis 
 

Table 2, presents descriptive statistics for the study variables, it shows that Big 4 audit firms are auditors for 

61.1% of the sampled companies, while companies audited by the  non-Big 4 audit firms were less than 39% 

of the sample. The mean for the ownership concentration variable is 55%, which indicates that there is a high 

concentration of shares owned by big investors, who own more than 5% of the companies shares, in the 

Jordanian listed firms, such a percentage will give big investors an extant power in management. On the other 

hand, foreign ownership mean is about 32% and the mean for institutional ownership is 39%, these means, 

which represent about one-third and more of the total number of shares, may give the foreign and the 

institutional investors some power in managing these companies.  
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Table 2: Descriptive Statistics 
 

Variable Min Max. Mean Std. Dev. 

 Audit firm size 0 1 0.6111 0.4887 

Ownership 

concentration 
0.09 0.99 0.5531 0.2334 

Foreign ownership 0 0.97 0.3227 0.2599 

Institutional ownership 0 0.99 0.3892 0.2415 
 

4.2. Analysis of logistic regression: 
 

Before analyzing the logistic regression, the a test of Multicollinearity was done in order to test the high 

correlation between independent variables if they exist; the results show a low correlation coefficient 

indicating no Multicollinearity problems among independent variables. The results of ANOVA test show that 

the whole model is relevant, (F) value was (10.180) at zero significance level, R square and Adjusted R square 

were (0.21) and (0.189) respectively, which indicate that we can use this model to study the suggested 

relationship among dependent and independent variables.  
 

Table 3 presents the analysis of the logistic regression, the results show that two variables, out of the three 

main variables, have a significant relationship with audit quality-measured by audit firm size-, namely foreign 

ownership and institutional ownership, while ownership concentration has a negative relationship with the  

audit firm size, but that relationship was not significant at P=0.438, the estimated parameter was –0.777, these 

results do not support the suggestion of hypothesis 1, so the researcher accepted the first null hypothesis, and 

concluded that there is no significant relationship between ownership concentration and audit quality. Taking 

the result of Lukas (2009); Abdullah (2008) together, the study results are consistent among them only on the 

direction of this relation. The results of logistic regression regarding hypotheses 2 and 3, show that there is a 

positive significant relationship between an audit firm size and both of foreign ownership and institutional 

ownership, the estimated parameters were 2.182 and 3.150 at p= 0.03 and 0.002 respectively, these findings 

support the arguments of hypotheses 2 and 3, these results indicate that both foreign and institutional 

ownership influence the level of  audit quality, so, the researcher rejected the second and third null hypothesis, 

and concluded that there is a positive significant relationship between audit quality and that of  both foreign 

ownership and institutional ownership. These findings are consistent with Abdullah’s (2008) study.  
 

Table 3: Descriptive Statistics 
 

Independent   Estimated Parameters  P Value  
Direction of 

Relationship  

 Constant  -3.145 0.002 Negative  

Ownership 

Concentration  
-0.777 0.438 Negative  

Foreign Ownership  2.182 0.030 Positive  

Institutional Ownership  3.150 0.002 Positive  

Size  4.535 0.000 Positive  

Leverage  -2.519 0.013 Negative  
 
 

5. Conclusion 
 

This study aims to investigate the relationship between ownership structure, as one of the important 

characteristics of corporate governance, and audit quality in Jordan. Focusing on ownership concentration, 

foreign ownership and institutional ownership as main components for ownership structure in Jordan, and 

audit firm size as a proxy for audit quality, three hypotheses were developed to suggest an effect of ownership 

structure on audit quality whether positively or negatively. The studies originality can be observed from the 

need for deep explanation of audit quality especially after the accounting scandals and financial crises that 

have affected most of the world economies. Moreover, the nature of the emerging market in Jordan, as a 

developing country, needs more work in the audit quality area to cover it with empirical evidences because of 

the limited number of studies that have examined the audit quality and the factors that influence it.  This study 

also focuses on the ownership structure, as one of the corporate governance characteristic, in order to explore 

its effect on the audit quality. The analysis shows that ownership concentration has a negative relationship 

with audit quality, but this relation was not significant, this finding may be due to the nature of the 

concentrated ownership in the Jordanian listed companies, because a lot of them are family owned companies, 

the family companies may depend on factors related to personal relations in selecting an auditor, the negative 

direction of that relation is consistent with Chen, et.al. (2007).   
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The findings show that both foreign ownership and institutional ownership are important factors for Jordanian 

listed companies in selecting auditors, the results give evidence that companies tend to hire high quality 

auditors (Big4) when the percentage of foreign and institutional ownership increased, such results can be 

explained through tending foreign and institutional investors to use one of the Big-4 audit companies as high 

quality auditors in order to keep them having high quality financial statements which they can use to support 

their decisions. 
 

Based on the study and findings, the researcher recommends that the Jordan Securities Commission keep its 

ongoing strategy in supporting and encouraging foreign investments in Jordanian listed companies, and to 

adopt new instructions that encourage the institutional investments in order to maintain the level of audit 

quality that will be further reflected in high quality financial statements. Moreover, it will be much better to 

assign the process of selecting and hiring the auditors to the audit committee which must ensure that it has 

people of good knowledge in the accounting and auditing processes. 
  

References 
 

Al-Ajmi, J. (2009), "Audit firm, corporate governance, and audit quality: Evidence from Bahrain", Advances 

in Accounting, Vol.25, No.1, pp.64-74 .

Abdullah, W.Z.W. (2008), "The Impact of Board Composition, Ownership and CEO Duality on Audit 

Quality: The Malaysian Evidence", Malaysian Accounting Review, Vo.7, No.2, pp.17-28 

Al-Nawaiseh, M.I. (2006), "Factors Affecting Audit Quality: An Empirical Study from the Perspective of 

Jordanian Auditors", Jordan Journal of Business and Administration, vol.2, No.3, pp.390-415 .

Atoeijeri, A.A. and Annafaabi, H.M.(2008), "The Quality of Audit Service: A field study analysis for Factors 

Affecting it from the Perspectives of Auditors", Journal of King Abdelazeez University for Economics and 

Management, Vo;.22, No.1, pp.219-255 .

Bagaeva, A., Kallunki, J.P. and Silvola, h. (2008), "Can Investors Rely on the Quality of Earnings Figures 

Published by Listed and non-Listed Russian Firms?", International Journal of Accounting, Auditing and 

Performance Evaluation, Vol.5, No.1, pp.30-49 .

Baotham, S. and Ussahawanitchakit, P. (2009), "Audit Independence, Quality, and Credibility: Effects on Reputation and 

Sustainable Success of CPAs in Thailand", International Journal of Business Research, Vol.9, No.1, pp.1-25 .

Beasley, M. S. and Petroni, K. R. (2001), "Board Independence and Audit-Firm Type", Auditing: A Journal of 

Practice & Theory, Vol.20, No.1, pp.97-114 .

Bradshaw, M. T., Richardson, S. A. and Sloan, R. G. (2001), "Do Analysts and Auditors Use Information in 

Accruals?", Journal of Accounting Research, Vol. 39, No.1, pp. 45-73 .

Broye, G. and Weill, L. (2008), "Does Leverage Influence Auditor Choice? A Cross Country Analysis", 

Applied Financial Economics, Vol.18, No.9, pp.715-731 .

Casterella, J.R., Jensen, K.L. and Knechel, W.R. (2009), "Is Self-Regulated Peer Review Effective at 

Signaling Audit Quality?", The Accounting Review, Vol.84, No.3, pp.713-735 .

Carcello, J.V., Hermanson, R.H. and McGrath, N.T. (1992), "Audit Quality Attributes: The Perceptions of 

Audit Partners, Preparers, and Financial Statement Users", Auditing: A Journal of Practice and Theory, 

Vol.11, No.1, pp.1-15 .

Chan, K.H., Lin, K.Z. and Zhang, F.(2007), "On the Association between Changes in Corporate Ownership 

and Changes in Auditor Quality in a Transitional Economy", Journal of International Accounting Research, 

Vol.6, No.1, pp.19-36 .

Chang, X., Gygax, A.F., Oon, E. and Zhang, F.(2008), "Audit Quality, Auditor Compensation and Initial 

Public Offering Underpricing", Accounting and Finance, Vol.48, No.3, pp.391-416 .

Chau, G. and Gray, S.(2002), "Ownership Structure and Corporate Voluntary Disclosure in Hong Kong and 

Singapore", International Journal of Accounting, Vol.37, No. 2, pp. 247–265 .

Chen, C., Yen, G., Fu, C. and Chang, F.(2007), "Family Control, Auditor Independence, and Audit Quality: 

Empirical Evidence from the TSE-Listed Firms (1999-2002)", Corporate Ownership and Control, Volume 4, 

Issue 3, pp.96-110 .

Chen, C.J.P., Su, X. and Zhao, R. (2000), "An Emerging Market’s Reaction to Initial Modified Audit 

Opinions: Evidence for the Shanghai Stock Exchange", Contemporary Accounting Research, Vol. 17, No. 3, 

Fall, pp. 429-455 .

Chen, S., Sun, S.Y.J. and Wu, D. (2010), "Client Importance, Institutional 

Improvements and Audit Quality in China: An Office and Individual 

Auditor Level Analysis", The Accounting Review,  Vol.85, No.1, pp.127-158 .



© Centre for Promoting Ideas, USA                                                                                          www.ijbssnet.com 

45 

 

Chi, W., Huang, H. and Liao, Y. (2009), "Mandatory Audit Partner Rotation, Audit Quality, and Market 

Perception: Evidence from Taiwan", Contemporary Accounting Research, Vol. 26, No. 2, pp. 359-91 .

Chung, H. S. and  Kallapur, S.(2003), "Client Importance, Non Audit Services, and Abnormal Accruals", The 

Accounting Review, Vol. 78, No.4, pp. 931–955 .

Davidson, R.A. and Neu, D. (1993), "A Note on the Association between Audit 

Firm Size and Audit Quality",  Contemporary Accounting Research, Vol. 9, No. 2, pp.479-488 .

DeAngelo, L. E. (1981), "Auditor Size and Audit Quality", Journal of Accounting and Economics, Vol. 3, 

No.2, pp. 183-199 .

DeFond, M. L.(1992), "The Association Between Changes in Client Firm Agency Cost and Auditor 

Switching", Auditing: A Journal of Practice & Theory, Vol.11, No.1, pp16-31 .

Depoers,F.(2000), "A Cost Benefit Study of Voluntary Disclosure: Some Empirical Evidence from French 

Listed Companies", European Accounting Review, Vol. 9, No.2, pp. 245–263 .

Dong, N. and Zhang, J.(2008), "Does Ownership Structure Matter When CPA Deciding Types of Audit 

Opinions", Journal of Modern Accounting and Auditing, Vol.4, No.4, pp.44-48 .

Fragher, N.L. and Jiang, L.(2008), "Changes in the Audit Environment and Auditors’ Propensity to Issue 

Going-Concern Opinions", Auditing: a Journal of Practice & Theory, Vol.27, No.2, pp.55-77 .

Francis, J.R. and Yu, M.D.(2009), "Big 4 Office Size and Audit Quality", The Accounting Review, Vol.48,  

No.5, pp.1521-1552 .

Gaeremynck, A., Meulen, S.V.D. and Willekens, M. (2008), "Audit-Firm Portfolio 

Characteristics and Client Financial Reporting Quality",  European Accounting Review, Vol. 17, No. 2, 

pp.243–270 .

Gendron, Y., Suddaby, R. and Lam, H.(2006), "An Examination of the Ethical Commitment of Professional 

Accountants to Auditor Independence", Journal of Business Ethics, Vol.64, No.1, pp.169-193 .

Gul, F.A., Kim, J.B. and Qiu, A.A.(2010), "Ownership Concentration, Foreign Shareholding, Audit Quality, 

and Stock Price Synchronicity: Evidence from China", Journal of Financial Economics, Vol.95, No.3, 

pp.425-442 .

Hay, D. and Knechel, W.R. (2004), "Evidence on the Association among Elements of Control and External 

Assurance", Working paper, University of Auckland .

Heflin, F. and Shaw, K. (2000),  "Blockholder Ownership and Market Liquidity", Journal of Financial and 

Quantitative Analysis, Vol.35, No.4, pp.621-633 .

Hmedat, M. (2002), "Assessing the Level of Audit Quality and Factors Affecting it, Unpublished Master 

Dissertation", Yarmouk University, Irbid, Jordan .

Hu, Y. and Izumida, S. (2008), "Ownership Concentration and Corporate Performance: A Causal Analysis 

with Japanese Panel Data", Corporate Governance: An International Review, Vol.16, No.4, pp.342-358 .

Jaffar, N., Ali, S.M., Selamat, Z.B. and Alias,N.(2005), "The Perception of the Audit Partners, Audit 

Committee  and  Investment  Analyst  on  the  Audit  Quality  Attributes  in  Malaysian", Finance India, 

Vol.19, No. 2, pp. 535-545 .

Jiang, L. and Kim, J.B. (2004), "Foreign Equity Ownership and Information Asymmetry: Evidence from 

Japan", Journal of International Financial Management & Accounting, Vol.15, No.3, pp.185-211 .

Kane, G.D. and Velury, U. (2004), "The Role of Institutional Ownership in the Market for Auditing Services: 

an Empirical Investigation", Journal of Business Research, Vol.57, No.9, pp.976-983 .

Kathleen, H., Vanitha, R. and Ropert, R. (2007), "The Horse has Bolted: Revisiting the Market Reaction to 

Going Concern Modifications of Audit Reports", Accounting and Finance, Vol. 47, Issue. 3, pp. 473-493 .

Kilgore, A. (2007), "Corporate Governance Professional Regulation and Audit Quality", Malaysian 

Accounting Review, Vol.6,  No.1, pp.65-83 .

Kim, J., Chung, R.  and firth, M.  (2003), "Auditor Conservatism Asymmetric Monitoring and Earnings 

Management", Contemporary Accounting Research, Vol.20, No. 2, PP. 323-359 .

Kinney, W., Palmrose, Z. and Scholz, S. (2004), "Auditor Independence, Non Audit Services, and 

Restatements: Was the U.S. Government Right?", Journal of Accounting Research, Vol.42, No.3, pp.561–588 .

Kneche, W.R. and Vanstraelen, A. (2007), "The Relationship between Auditor Tenure 

and Audit Quality Implied by Going Concern Opinions", Auditing: A Journal of Practice and Theory, Vol.26, 

No.1, pp.113-131 .

 



International Journal of Business and Social Science                                                    Vol. 2 No. 10; June 2011 

46 

 

Krishnan, J. and Schauer, P.C. (2000), "The Differentiation of Quality among Auditors: Evidence from the 

Not-For-Profit Sector", Auditing: A Journal of Practice and Theory, Vol. 19, Issue 2, pp. 9-25 .

Lennox, C.S. (1999), "Non-audit fees, disclosure and audit quality", The European Accounting Review, Vol.8, 

No.2, pp.239-252 .

Lennox, C. (2005),  "Management Ownership and Audit Firm Size", Contemporary Accounting Research, 

Vol.22, No.1, pp.205-227 .

Lensberg, T., Eilifsen, A.  and McKee, T.E.(2006), "Bankruptcy Theory Development and Classification Via 

Genetic Programming",  European Journal of Operational Research, Vol.9, No.2, pp. 677-697 .

Li, C., Song, F.M. and Wong, M.L. (2008), "A Continuous Relation between Audit Firm Size and Audit 

Opinions: Evidence from China", International Journal of Auditing, Vol.12, No.2, pp.111-127 .

Li, J. and Lin, J.W.(2005), "The Relation between Earnings Management and Audit Quality", Journal of 

Accounting and Finance Research, Vol.13, No.1, pp.1-11 .

Loudder, M.L., Khurana, I.K., Sawyers, R.B., Cordery, C., Johnson, C., Lowe, J. and Wunderle, R. (1992), 

The Information Content of Audit Qualifications, Auditing: A Journal of Practice & Theory, Vol. 11, No. 1, 

Spring, pp. 69-82 .

Lukas, S.A. (2009), "Governance Mechanisms and Firm Value: The Impact of Ownership Concentration and 

Dividends", Corporate Governance: An International Review, Vol.17, No.6, pp.709-716 .

Manry, D.L., Mock, T.J., Turner, J.L. (2008), "Does Increased Audit Partner Tenure 

Reduce Audit Quality", Journal of Accounting, Auditing & Finance, Vol.23, No.4, pp.553-572 .

Martinez, M.C.P. and Fuentes, C.D. (2007), "The Impact of Audit Committee 

Characteristics on the Enhancement of the Quality of Financial Reporting: An Empirical Study in the Spanish 

Context", Corporate Governance, Vol.15, No,6, pp.1394-1412 .

Mitra, S., Hossain, M. and Deis, D.(2007), "The Empirical Relationship between Ownership Characteristics 

and Audit Fees", Review of Quantitative Finance Accounting, Vol.28, No.3, pp.257-285 .

Niemi, L. (2004), "Auditor Size and Audit Pricing: Evidence from Small Audit Firms", European Accounting 

Review, Vol.13, No.3, pp. 71-101 .

Palmrose, Z. (1988), "An Analysis of Auditor Litigation and Audit Service Quality ,"

The Accounting Review, Vol. 63, No. 1, pp. 55-73 .

Pedro,  J.,  Ballesta, S. and Garc a-Meca, E.  (2005), "Audit Qualifications and Corporate Governance in 

Spanish Listed Firms",  Managerial Auditing Journal, Vol.20, No.7, pp.725-738 .

Reisch, J.T. (2000), "Ideas for Future Research on Audit Quality", The Audit Report, Vol.24, No.1, Fall .

Salleh, Z., Stewart, J. and Manson, S. (2006), "The Impact of Board Composition and 

Ethnicity on Audit Quality: Evidence from Malaysian Companies", Malaysian 

Accounting Review, Vol.5,  No.2, pp.61-83 .

Schroeder, M.S., Solomon, I., and Vickrey, D. (1986), "Audit Quality: The Perceptions of Audit-Committee 

Chairpersons and Audit Partners", Auditing: A Journal of Practice & Theory, Vol.5, No.2, pp. 86-94 .

Sharma, V.D. (2004), "Board of Director Characteristics, Institutional Ownership, and Fraud: Evidence from 

Australia", Auditing, Vol.23, No.2, pp.107-119 .

Simunic, D.A. (1980), "The Pricing of Audit Services: Theory and Evidence", Journal of Accounting 

Research, Vol. 18, Issue 1, pp. 161-190 .

Simunic, D.A. and Stein, M.T. (1987), "Product Differentiation in Auditing: Auditor Choice in the Market for 

Unseasoned New Issues", Canadian Certified General Accountants' Research Foundation Monograph .

Sudsomboon, S. and Ussahawanitchakit, P.(2009), "Professional Audit Competencies P: The Effect on 

THAI’S CPAs Audit Quality, Reputation, and Success", Review of Business Research, Vol.9, No.3, pp.66-85 .

Warfield, T., Wild, J.J. and Wild, K. (1995), "Managerial Ownership, Accounting Choices, and 

Informativeness of Earnings",  Journal of Accounting and Economics, Vol.20, No.1, pp.61-91 .

Wei, Z., Xie, F. and Zhang, S. (2005), "Ownership Structure and Firm Value in China's Privatized Firms: 

1991-2001", Journal of Finance & Quantitative Analysis, Vol.40, No.1, pp.87-108 .

Wyer, J.C., White, G.T. and Janson, E.C. (1988), "Audits of Public Companies by Smaller CPA Firms: 

Clients Reports and Quality", Auditing: A Journal of Practice and Theory, Vol. 7, No 2, pp. 164-173 .

Zureigat, Q.(2010), "The Effect of Modified Auditors Opinions on Shares Prices: Evidence from Amman 

Stock Exchange", Jordan Journal of Business Administration, Vol.6, No.2, pp.210-224. 


