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Abstract 
 

Due to prevalent corporate scandals and audit failures around the world in the recent years, there has been 

a renewed interest in the relationship between Internal Corporate Governance Mechanisms (ICGM) and 

External Audit Quality (EAQ). This research seeks to investigate important and recent interrelated issues; 

specifically, the main aim of this research is to examine empirically the relationship between ICGM and 

EAQ. Empirical findings prior to this study are inconclusive and not comprehensive enough to address 

different aspects ICGM in terms of its effect on EAQ. Hence, this research extends the scope of previous 

empirical studies and fills the research gaps by offering empirical evidence relevant to the debate about 

how these mechanisms can influence EAQ in Jordan. This is essential, as the Jordanian regulations and 

international auditing standards highlighted the importance of these mechanisms for the external audit 

process such as JCGC and ISA.    

In order to achieve the set objectives, this research adopts mixed-methodology “sequential explanatory 

design”, which consists of two main phases through collecting data regarding the board of director 

responsibilities and characteristics, internal audit factors, audit committee responsibilities and external 

audit quality attributes. The first phase was a quantitative study in the form of survey questionnaire. 

Subsequently, follow–up semi-structured interviews were employed in order to get detail views of the 

external auditors to explain and clarify how the early quantitative findings are occurring as well as offer a 

better understanding of the study relationships. Adopting this research design (mixed methods) was 

mainly as a response to the recent calls as there is a lack of this kind of study that investigate the 

relationship between the ICGM and EAQ. This research focuses on the perception/insight of the 

Jordanian external auditors regarding the influence of ICGM on EAQ. Thus, this study uses a sample of 

206 Jordanian external auditors for the survey and 13 participants from this sample for the interview. The 

results of the research aim to offer a better understanding concerning the relationships between ICGM and 

EAQ and what are the governance mechanisms that can influence some aspects of EAQ.  

The descriptive and regression findings illustrate that work performance of internal audit and audit 

committee as well as independence of internal auditor are the most vital monitoring factors. They have 

significant influence on some aspects of the EAQ. With a response rate of 66%, the majority of the 

Jordanian external auditors agree with the importance of the role of the board of director responsibilities 

in terms improving some aspects of EAQ. Moreover, the auditor perceived that audit committee plays 

vital role in enhancing the quality of audit process and the quality of financial reporting process especially 

its role in terms of reviewing and approving the company’s financial reports and auditor’s report. 

Further, the qualitative stage employed the thematic analysis to analyse the interview data. The interview 

results highlighted that there are different ways and stages that the ICGMs can influence the EAQ, for 
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example, through holding effective regular meeting, ensuring the auditor compliance with the audit 

requirements “regular monitoring”, discussing the initial and significant audit results “draft of 

discussion”, taking necessary follow-up actions “feedback” as well as requesting the auditor to conduct 

additional tests which can in turn enhance the EAQ. The results also suggest that ICGM can assist 

improving different aspects of EAQ such as the quality of the evidence that are collected by the ICGM 

and the valuable guidance from the ICGM to the external auditor. The communication between the ICGM 

and external auditor can be focused on different issues related to the audit process such as auditors’ 

findings, the effectiveness of internal control, scope limitations and material misstatements which allow 

improving the effectiveness of audit process. This indicates that, the auditor must be aware of the 

dynamic deciding of the role of particular mechanisms in improving the external audit process.  

Moreover, the results have implications for the practitioners and regulators who are assessing the role of 

ICGM in improving the reliability of the financial report and auditor’s report. The empirical findings 

demonstrate that different ICGM can influence different aspects of the EAQ. More importantly, the 

results reveal that audit practice in Jordan is experiencing some difficulties in terms of the independence 

of the auditor especially, for the small local firms and providing non-audit service. In addition, there is no 

professional body for board of director; internal audit and audit committee like Jordanian association of 

certified public accountant (JACPA) for the external auditor, thus, responsibility of the bodies need to be 

formally overseen by a higher authority. For the policymakers, this study offers a unique proposition to 

improve the effectiveness of the ICGM to achieve EAQ. These empirical findings of this study also 

highlight the importance of improving EAQ as a solution for the agency problems through reducing 

information asymmetry, improving the disclosure practice, level of confidence and assurance of the 

financial reporting as well as deterring the opportunistic behaviour from different parties.  

 

Key Terms: External Audit Quality, Internal Audit, Corporate Governance, Board of Director, 

Audit Committee.  

 

 

 

 

 

 



 ix 

 

Table of Contents 

Acknowledgements .................................................................................................................. iii 

Author’s Declaration ............................................................................................................... iv 

List of PhD thesis outputs ........................................................................................................ v 

Abstract ................................................................................................................................... vii 

Table of Contents .................................................................................................................... ix 

List of Figure .......................................................................................................................... xiv 

List of Table ........................................................................................................................... xvi 

List of abbreviations ............................................................................................................. xvii 

1    Introduction and Overview of the Research .................................................... 1 

1.1 Background to the Research ............................................................................................. 1 

1.2 Research Gaps and their Rationales ................................................................................. 4 

1.3 Research Problem and Questions ..................................................................................... 8 

1.4 Research Aims and Objectives ....................................................................................... 13 

1.5 Summary of the Research Methodology and Design ..................................................... 15 

1.6 Contribution of the Research .......................................................................................... 18 

1.6.1 Theoretical Contribution ......................................................................................... 19 

1.6.2 Practical Contribution ............................................................................................. 21 

1.7 The structure of the Thesis ............................................................................................. 24 

   2     Development of Corporate Governance “Regulations and Agencies” and 

Auditing Profession in Jordan .............................................................................................. 26 

2.1 Introduction .................................................................................................................... 26 

2.2 Overview of Jordanian Monitoring Environment .......................................................... 26 

2.3 Regulatory Framework for the Auditing Practices in Jordan ......................................... 31 

2.4 Jordanian Corporate Governance Code - Internal and External Governance Mechanisms

 .............................................................................................................................................. 36 

2.5 The Litigation Risk and Auditors’ Responsibilities ....................................................... 42 



 x 

2.6 Chapter Summary ........................................................................................................... 48 

  3  Theoretical Framework and Corporate Governance system ...................... 50 

3.1 Introduction .................................................................................................................... 50 

3.2 Overview of the Corporate Governance Framework ..................................................... 50 

3.3 The Demand and Importance of External Audit Quality ............................................... 52 

3.4 Prominent Theories of Corporate Governance and Their Implications ......................... 55 

3.4.1 The Theory of Agency (Principal-agent relationships) ........................................... 57 

3.4.2 The Theory of Stakeholder ...................................................................................... 59 

3.4.3 The Theory of Stewardship ..................................................................................... 60 

3.4.4 The Theory of Institutional ..................................................................................... 61 

3.5 Agency Theory Foundation of the Relationship between ICGMs and EAQ (Rationale 

for employing agency theory) .............................................................................................. 61 

3.6 Chapter Summary ........................................................................................................... 65 

 4   Literature Review and Hypothesis Development .......................................... 67 

4.1 Introduction .................................................................................................................... 67 

4.2 Overview of Search Strategy for the Literature Review ................................................ 67 

4.3 Description and Significance of the Corporate Governance Mechanisms ..................... 70 

4.4 The description of External Audit Quality ..................................................................... 73 

4.5 Measuring of External Audit Quality: Empirical Literature .......................................... 74 

4.6 Previous Empirical studies on the Significance Role of the Internal Corporate 

Governance Mechanisms in the Quality of the Audit Process ............................................. 82 

4.6.1 The Influence of the Board of Directors Characteristics and Performance on 

Quality of Audit Process: Previous Empirical Evidence ................................................. 84 

4.6.2 The influence of audit committee responsibilities and work performance on the 

quality of external audit process: Previous Empirical Evidence ...................................... 92 

4.6.3 The influence Internal Audit Factors on the Quality of Audit Service: Previous 

empirical evidence ............................................................................................................ 97 

4.7 Chapter Summary ......................................................................................................... 105 

   5     Research Methodology ................................................................................ 106 

5.1 Introduction .................................................................................................................. 106 



 xi 

5.2 Research Paradigm and it’s Assumptions .................................................................... 107 

5.3 Researcher’s Worldview Assumptions (Ontological and epistemological assumptions)

 ............................................................................................................................................ 110 

5.4 Aligning of the Research Design and Paradigm to the problem and aim .................... 116 

5.5 Study Research Design and Methods of Collecting Data ............................................ 117 

5.5.1 The connection and integration between the qualitative and quantitative stages 

“How to apply” ............................................................................................................... 120 

5.6 Ethical Consideration ................................................................................................... 124 

5.7 Fieldwork data collection methods and data analysis techniques ................................ 125 

5.7.1 Rationale and justification for using questionnaire and multivariate regression .. 125 

5.7.2 Rationale and justification for semi-structured interview and thematic analysis .. 127 

5.7.3 Rational for choosing external audit as a unit of analysis ..................................... 129 

5.8 Chapter summary ......................................................................................................... 129 

  6   Stage 1- Quantitative methodology (analysis and findings) ....................... 132 

6.1 Introduction .................................................................................................................. 132 

This section presents and discusses the design of the questionnaire, ................................. 132 

6.2 Questionnaire Construction and Supported References ............................................... 133 

6.3 Questionnaire Administration and Distribution (Data collection) ............................... 137 

6.4 Methods of Data Analysis ............................................................................................ 140 

6.5 Quantitative Approach Quality Criteria ....................................................................... 141 

6.6 The Pilot Study (Data Collection and Findings) .......................................................... 142 

6.6.1 Lessons Learned from Conducting the Pilot Study ............................................... 143 

6.6.2 Fieldwork Challenges ............................................................................................ 145 

6.6.3 Assessment of Validity and Reliability of the Questionnaire- Fieldwork ............ 145 

6.7 Analyse the Questionnaire (Results of Main Study) .................................................... 152 

6.7.1 Multivariate Analysis and Results (Results of Main Study) ................................. 153 

6.7.2 Audit Quality Attributes and Indicators as Perceived by the External Auditors:  

Questionnaire Evidence .................................................................................................. 159 

6.7.3 Boards of Directors’ Responsibilities and Characteristics and Audit Quality; 

Perceptions of External Auditors: Questionnaire Evidence ........................................... 164 

6.7.4 Audit Committee Responsibilities and Audit Quality; Perceptions of External 

Auditors: Questionnaire Evidence ................................................................................. 169 



 xii 

6.7.4 Internal Audit Factors and Audit Quality; Perceptions of External Auditors: 

Questionnaire Evidence .................................................................................................. 172 

6.8 Ordinary Least-Squares Regression ............................................................................. 179 

6.9 Chapter summary ......................................................................................................... 189 

  7   Stage 2- Qualitative Methodology (Analysis and Findings) ....................... 190 

7.1 Introduction and Rationale for Employing Purposive Sampling Strategy ................... 190 

7.2 Data Collection ............................................................................................................. 192 

7.3 The Quality Criteria of the Qualitative Data ................................................................ 193 

7.4 Qualitative Data Analysis ............................................................................................. 195 

7.5 Process of Thematic Analysis ...................................................................................... 197 

7.6 Findings of the Qualitative Study................................................................................. 206 

7.6.1 The perception of External Auditors Concerning Quality of External Audit Process:  

Interview Evidence ......................................................................................................... 206 

7.6.2 Boards of Directors’ Responsibilities and Audit Quality: Interview Evidence .... 226 

7.6.3 Audit Committees Work Performance and Audit Quality: Interview Evidence ... 234 

7.6.4 Internal Audit Factors and Audit Quality: Interview Evidence ............................ 245 

7.6 Chapter Summary ......................................................................................................... 257 

  8   Discussion of the Quantitative and Qualitative Results (Integration and 

Synthesis) ............................................................................................................................... 258 

8.1 Introduction .................................................................................................................. 258 

`8.2 The Perceived Meaning of the Quality of External Audit Process ............................. 258 

8.3 The perceived Influence of Board of Directors on the Quality of External Audit Process

 ............................................................................................................................................ 267 

8.4 The Perceived Influence of Audit Committee on the Quality of External Audit Process

 ............................................................................................................................................ 272 

8.5 The Perceived of Internal Audit Factors on the Quality of External Audit Process .... 279 

8.6 Chapter Summary ......................................................................................................... 285 

 9     Summary and Conclusion ............................................................................. 286 

9.1 Introduction .................................................................................................................. 286 

9.2 Summary of the key findings ....................................................................................... 286 



 xiii 

9.3 Implications of the research ......................................................................................... 290 

9.3.1 Implications for the Practitioners .......................................................................... 290 

9.3.2 Implications for the Regulators ............................................................................. 292 

9.3.3 Implications for the Researchers ........................................................................... 294 

9.4 Limitations and Opportunities for Future Research ..................................................... 295 

 ............................................................................................................................ 298 

Appendix 1: Final Draft of Questionnaire ......................................................................... 332 

Appendix 2: Qualitative Methods-Interview Guide “Interview Questions”: ................. 338 

Appendix 3: Informed Consent Form (ICF)...................................................................... 341 

Appendix 4: Information Sheet for Participants ............................................................... 342 

Appendix 5: Pre-notification (notice) letter ....................................................................... 344 

Appendix 6: BMRI Research Ethical Approval No. BMRI/Ethics/Student/2016-17/004

 ................................................................................................................................................ 345 

Appendix 7: Official letter (A letter asking for help from Philadelphia University - Data 

collection) .............................................................................................................................. 346 

Appendix 8: The Auditor Report ........................................................................................ 347 

 

 

 

 

 

 

 

 

 



 xiv 

List of Figure 

Figure 1: The reasons for conducting two mixed methods stages in this study ...................... 16 

Figure 2: Development of governance regulations and bodies in Jordan ............................... 30 

Figure 3: The main governance laws ...................................................................................... 39 

Figure 4: Theoretical Framework “Agency theory perspective” ............................................ 64 

Figure 5: The literature review strategy .................................................................................. 68 

Figure 6: Research Paradigm ................................................................................................ 112 

Figure 7: Characteristics of the “qualitative - quantitative research scale” .......................... 115 

Figure 8: Overview of the data collection, analysis and connection (Interpret the connected 

results) .................................................................................................................................... 123 

Figure 9: The main steps that followed by the researcher for developing and analysing the 

questionnaire .......................................................................................................................... 135 

Figure 10:Types of Questionnaire ......................................................................................... 138 

Figure 11: Highest Level of Academic Qualification ........................................................... 156 

Figure 12:Education Specialization (Major) ......................................................................... 156 

Figure 13:Role in Audit Inspection ....................................................................................... 156 

Figure 14:Experience in Auditing Practice ........................................................................... 156 

Figure 15:Partial Regression Plot of “Internal Audit Competency(IAC)”and “External Audit 

Quality (EAQ)” ...................................................................................................................... 182 

Figure 16:Partial Regression Plot of Internal Audit Performance(IAP)”and External Audit 

Quality (EAQ)” ...................................................................................................................... 182 

Figure 17: Partial Regression Plot of “ Internal Auditor  Independence”  and “External Audit 

Quality (EAQ)” ...................................................................................................................... 182 

Figure 18:Partial Regression Plot of “The Board of Directors’ Characteristics (BOC)” and 

“External Audit Quality (EAQ)” ............................................................................................ 182 

Figure 19:Partial Regression Plot of “the Board of Director Responsibilities and “External 

Audit Quality (EAQ)” ............................................................................................................ 183 

Figure 20: Partial Regression Plot of “Audit Committee Responsibilities and “External Audit 

Quality  (EAQ)” ..................................................................................................................... 183 

Figure 21:Homoscedasticity Scatterplot of Standardized Residuals x Standardized Predicted

 ................................................................................................................................................ 184 

Figure 22:Histogram of Regression Residuals ...................................................................... 185 



 xv 

Figure 23:P-P plot of Regression Residuals .......................................................................... 185 

Figure 24: final thematic map. .............................................................................................. 205 

Figure 25: Thematic map of “External Audit Quality” ......................................................... 209 

Figure 26: Thematic map of ‘board of director’ .................................................................... 227 

Figure 27: Thematic map of audit committee’s .................................................................... 235 

Figure 28: Thematic map of ‘internal audit factors’ ............................................................. 246 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

‘ 

 

 



 xvi 

List of Table 

Table 1: The main types mixed methods design ..................................................................... 16 

Table 2: Provide summary of the ISAs which are related to the studys’ relationships ........... 34 

Table 3: Summary of the mechanisms of Jordanian corporate governance code ................... 41 

Table 4: Summary of the Companies’ laws that deal with matters related to the auditors’ 

responsibilities and litigation risk ............................................................................................ 45 

Table 5: Summary of main theories and models of corporate governance and audit: Key 

Differences ............................................................................................................................... 56 

Table 6: Summary of the main aspects of agency theory. ....................................................... 58 

Table 7: Inclusion and exclusion criteria for the literature review.......................................... 69 

Table 8: Research paradigm, philosophy, methodology and design. .................................... 114 

Table 9: Summary of sequential explanatory design characteristics (mixed methods) ........ 120 

Table 10:Demographic distribution of the participants ......................................................... 147 

Table 11: Result of the internal consistency of the study’s instrument tested by using 

Cronbach’s alpha: ................................................................................................................... 149 

Table 12:KMO and Bartlett's Test ......................................................................................... 151 

Table 13: Descriptive Statistics of Background Information (N = 206) ............................... 155 

Table 14: Explanation of 5- point Likert scale for measuring responses .............................. 158 

Table 15: Standard of materiality- the mean limits (levels) of materiality ........................... 158 

Table 16: Identification of dimensions of perceived audit quality Descriptive Statistics for 

“External Audit Quality”- Meaning of audit quality attributes in practice ............................ 159 

Table 17: Descriptive Statistics for “The Board of Directors characteristics” ...................... 164 

Table 18: Descriptive Statistics for “Responsibilities of the Board of Directors” ................ 167 

Table 19: Descriptive Statistics for “Audit Committee Responsibilities” ............................ 170 

Table 20: Descriptive Statistics for “Internal Audit Competency” ....................................... 173 

Table 21: Descriptive Statistics for “Internal audit Performance” ........................................ 175 

Table 22: Descriptive Statistics for “Internal Auditor Independence” .................................. 177 

Table 23: Results of the correlation analysis ........................................................................ 180 

Table 24: The results of the full OLS regression analysis .................................................... 186 

Table 25: The results of hypotheses testing .......................................................................... 188 

Table 26: Interview respondents’ demographics ................................................................... 193 

Table 27: Data quotations and codes ..................................................................................... 199 

Table 28: Step 4: Developing and reviewing themes: ........................................................... 202 



 xvii 

List of abbreviations 

Terms  Definitions  

  

ICGM Internal Corporate Governance Mechanism 

EAQ External Audit Quality 

JCGC Jordanian Corporate Governance Code 

Big Four The four largest international audit firms; EY, Deloitte, KPMG, 

and PwC.  

OECD “Organisation for Economic Co-operation and Development 

JACPA Jordanian Association of Certified Public Accountants 

JSC Jordan Securities Commission 

ASE Amman Stock Exchange  

OLS Ordinary Least Squares 

ICF Informed Consent Form  

PIS Participant Information Sheet  

AFS Audit Firms Size 

ASE Amman Stock Exchange 

JSC 

ISA 

Jordan Securities Commission 

International Standards on Auditing   

IAC Internal Audit Competency 

IAP Internal Audit Performance  

IAI Internal Audit Independence  

BDR Board of Director Responsibilities 

BDC Board of Director Characteristics 

ACR Audit Committee Responsibilities 

JACPA Jordanian Association of Certified Public Accountants 

AAA American Accounting Association  

EAA European Accounting Association  

BAFA British Accounting and Finance Association 



 
1 

1    Introduction and Overview of the Research 

 

1.1 Background to the Research  

The failure of auditing and the weakness of internal governance system have called for improving the 

ICGM in general and EAQ in particular (Carcello et al., 2011; Karaibrahimoglu, 2013; Nigel and 

Fedapo, 2018). The demand for EAQ was emphasised considering that corporate scandals were caused 

mainly as an outcome of the failure of the audit services to discover these scandals (Reed et al., 2000; 

Francis, 2004; Niskanen et al., 2011). This is supported by Kilgore et al. (2014) who highlighted that 

perceptions concerning the quality of audit have been the main concern with audit failures recently to 

the users of the audit. Moreover, the failure of corporate governance have resulted in the audit failure 

(Elson and Gyves, 2003; Nigel and Fedapo, 2018), as recent examinations regarding corporate and 

audit failure have made reference to governance mechanisms (e.g. audit committee) as having 

fundamental role (Wu et al., 2016). These scandals also have raised concerns regarding the role of an 

effective board of directors in the monitoring process to prevent these scandals from occurring (Hsu 

and Wu, 2014).   

An example of this was Enron-Andersen collapse which involved Enron conspiring with external 

auditor of Andersen, thereby, blaming the board of directors for these collapses and frauds (Benston 

and Hartgraves, 2002; Coffee Jr, 2003; Arnold and De Lange, 2004). This is more prevalent following 

the economic collapses and financial frauds which have been witnessed by a number of countries in 

Asia, Latin America, Russia and European countries in the 2000s (Boo and Sharma, 2008; Owens-

Jackson, 2009; Basiruddin, 2011; Karaibrahimoglu, 2013; Shan, 2014). Moreover, the USA has also 

witnessed similar financial collapses mainly because of audit and corporate governance failures 

(Zanani et al., 2008; Adeyemi et al., 2012; Soliman and Elsalam, 2013; Marashdeh, 2014; Amir et al., 

2017). In addition, some developing countries have witnessed financial scandals (Ehikioya, 2009). 
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Thus, these issues have received greater attention from academics, financial regulators, and 

professionals, in both developing and developed countries. 

Similarly, the Jordanian regulators issued a corporate governance code in 2006 in response to the 

corporate governance problems in Jordan in order to improve the level of control as well as protect 

shareholders’ interests (Marashdeh, 2014). As such, the Jordanian economy has faced a squeeze in the 

last decade (Bekhet and Matar, 2013). As a consequence of business scandals such as Petra Bank and 

Almsfofah Company, which were caused by the failure of audit and a weak corporate governance 

system, the situation weakened economic growth resulting in Jordanian public companies losing 40% 

of their capital (Ababnih, 2012). Such reduction of the capital in public companies leads to investors 

losing their confidence in the governance system (La Porta et al., 2000).  

Jordan's economy also has witnessed economic collapse in the last decade (Bekhet and Matar, 2013), 

due to the reasons such as financial scams which have shaken the economic situation and public 

shareholding companies (Ababnih, 2012). Due to such reduction, investors rely on the ICGM and 

EAQ to protect themselves from fraud and misconduct (La Porta et al., 2000; Persakis and Iatridis, 

2016; Shahzad et al., 2018).   

The literature further shows a series of audit failures in the corporate world (Zanani et al., 2008). 

These business crisis and audit failure have led to rising attention, primarily focusing on the ICGM 

and reliability of financial reporting processes not only by professionals and decision makers but also 

by other stakeholders and researchers (Karaibrahimoglu, 2013). Furthermore, according to Adeyemi et 

al. (2012), there are different reasons that impair financial reporting quality; these factors are the 

weaknesses in corporate governance system and audit failures. Famous scams in the corporate world 

including Jordan and audit failures have attracted the attention of corporate policy makers towards 

improving EAQ and the regulations that related to governance mechanisms as well as on the important 

role of the audit as an oversight tool over managerial actions (Defond and Francis, 2005; Nicolaescu, 

2013).   
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Moreover, the separation between shareholders (principals) and managers (experts) leads to potential 

conflict of interest between these parties (Watts and Zimmerman, 1986). In view of such potential 

conflicts of interest, there must be effective mechanisms in order to solve such conflicts arising out 

agency costs (Fama and Jensen, 1983). Increasing the conflicts of interest, coupled with information 

asymmetry, leads to hiring external auditors as well as the demand for audit quality being increased to 

reduce them (Almutairi et al., 2009; Hussainey, 2009; Mahdavi et al., 2011; Niskanen et al., 2011). 

Thus, the demand for ICGM and EAQ came as an appropriate solution to address the reasons for the 

collapses and trust crises which influenced most of the transactions in the world market (Beasley et al., 

2000). The most essential reasons for these collapses are financial corruption, the weakness of the 

external and internal auditing, and accountability systems in these companies (Holt and Eccles, 2003), 

which led to losing trust in management actions and board of director practices. These reasons led to 

damaging investors’ trust, thus discouraging investors’ enthusiasm to invest in these companies 

(Karaibrahimoglu, 2013; Dwekat and Suwaidan, 2014).  

In addition, ICGM have been established to investigate and assess the level of control procedures and 

monitoring processes in companies (Zain and Subramaniam, 2007). As a complementary role, the 

external audit is more concentrated on offering reasonable assertion about the credibility of financial 

reporting systems (Lawrence et al., 2011; Abbott et al., 2012). The main role of the external auditor is 

different from the main role of the internal governance mechanisms; nevertheless, there are many 

ways for collaboration and coordination between the two roles; this may lead to improving the level of 

control and EAQ (Gramling et al., 2004; Goodwin‐Stewart and Kent, 2006; Mat Zain et al., 2015). 

Professional standards, for instance, ISA (International Standards on Auditing) allow the internal 

mechanisms to contribute to the external audit service (ISA 610, ISA 260 ISA 265, 110; Hay et al., 

2008; Saidin, 2010; Mat Zain et al., 2015). 

Moreover, demand for effective internal mechanisms and the need to rely on internal governance have 

been more due to both the increased error risk in the understanding of the external auditor to client 

control setting and the dangers of substantial misstatement (Spira and Page, 2003; Gramling et al., 

2004; Goodwin‐Stewart and Kent, 2006; Getie Mihret, 2007). The board of directors and audit 
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committee members have influence over the decision on how much to invest in control mechanisms, 

which include investment in internal and external mechanisms (Knechel and Willekens, 2006; Hay et 

al., 2008), and as a result, the recent regulations stated that the audit committee and board members 

must exert enough efforts to invest in several lines of defence in order to protect shareholders’ 

interests and protect their reputation (Goodwin‐Stewart and Kent, 2006; Willekens and Simunic, 

2007). The ambition of the research is to offer a better understanding concerning the relationships 

between ICGM and EAQ and what are the governance mechanisms that can influence some aspects of 

EAQ.  

1.2 Research Gaps and their Rationales  

This section identifies the potential gaps and their importance in the current literature which related to 

the relationship between ICGMs and EAQ; gap analysis has been conducted after reviewing the 

literature related to the relationship between ICGMs and EAQ. First of all, the literature review 

confirms that there are various ICGM, but prior studies are still lacking to make a comprehensive 

study to address all these mechanisms (Zaman et al., 2011; Kikhia, 2014; Shan, 2014). This study 

addressed another important mechanism which is an internal audit; (Kikhia, 2014, p.108) further 

highlights: “There are various actors in the governance network (e.g. internal audit) which may also be 

interesting for future research to study”. Hence, this research examines the relationship between 

internal audit and EAQ. Corporate governance code states and identifies internal audit functions as a 

vital monitoring tool to assess risk management and internal control. Further, Aghaei, (2011) 

recommends internal audit as one of the ICGMs probably effect on EAQ. Moreover, Holm and 

Laursen (2007) recommend the importance of  cooperation between the external and the internal 

auditor in improving financial reporting quality and EAQ. 

Furthermore, few studies have focused on the relationship between ICGM and EAQ in Jordan. To the 

best of the researcher’s knowledge, built on reviewing relevant literature, to date only Zureigat (2011) 

has examined the influence of some aspects of governance on EAQ; his study focused on “the effect 

of corporate governance, including ownership structure, on EAQ”. Whereas Kikhia’s (2014) study 

aimed to investigate the effect of compositions of board of directors (e.g. board independence and 
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size) and compositions of audit committee on audit fees in Jordan. These studies have investigated this 

relationship through collecting secondary data, which offers limited explanations concerning how 

these mechanisms can influence EAQ, since secondary data is insufficient to address the explanatory 

variables that could influence the dependent variable (Sekaran and Bougie, 2016). Further, Wu et al., 

(2016) highlight that employing interview or questionnaire can improve the understanding concerning 

how the interaction between the audit committee and external auditor can promote the EAQ. 

Therefore, the motivations for this study are to contribute to existing literature, and to develop a 

comprehensive empirical research by collecting primary data (questionnaire and interview). 

Moreover, reviewing of literature indicates that previous studies have addressed the importance ICGM 

(e.g. internal audit) (Alzeban and Gwilliam 2012) and other research has focused on the EAQ (Francis, 

2004; Chayasombat, 2010; Sulaiman, 2011; Adeyemi et al., 2012; Enofe et al., 2013). However, the 

current study is different; it focuses on investigating the relationship between ICGMs (e.g. internal 

audit) and EAQ. Moreover, the majority of previous studies have relied on secondary sources to study 

ICGMs and EAQ (Hor, 2008; Zanani et al., 2008; Mahdavi et al., 2011; Karaibrahimoglu, 2013; 

Voeller et al., 2013; Soliman and Elsalam, 2013). However, utilizing primary data by collecting 

information through questionnaire and interview may enhance the interpretation of the results 

(Karaibrahimoglu, 2013). Using a questionnaire provides richer highlight more than using secondary 

data (Beattie and Fearnley, 1998).  

Therefore, investigation on how ICGMs can influence EAQ is remarkably lacking (Power, 2003; 

Karaibrahimoglu, 2013). Hence, the current study employed the interview to understand how these 

mechanisms can improve EAQ; this may enhance the interpretation of the results. In addition, 

qualitative data is essential for investigating expert professional practices (Cooper and Morgan 2008) 

such as auditing, permitting the researcher to improve understanding and knowledge (Power, 2003). 

This study contributes to the growing research on studies of EAQ and governance mechanisms.  

In addition to that, there are various advantages for adopting mixed methods design (questionnaire and 

interviews). This allows tackling a research problem from different perspectives, moreover, applying 

mixed methods approach is more comprehensive than investigating a problem from just one viewpoint 

(Moghaddam et al., 2003): this research employs different sets of data to offer a full picture of the 
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interpretation and analysis about the research phenomena. This design allows promoting the richness 

of the data. More specifically, the combination of mixed methods allows offering the overall picture of 

EAQ in practice (Chayasombat, 2010). In this study, the data from both sources are connected and 

integrated in the discussion and interpretation stage, which is called the synthesis stage as presented 

and discussed in chapter eight (Greene et al., 1989; Creswell, 2013), the combination of different sets 

of data allowing capturing of different aspects of the relationship between ICGMs and EAQ (Teddlie 

and Yu, 2007;Miles and Huberman, 1994).  

Furthermore, understanding the impact of the board of directors and internal audit on EAQ may help 

Jordanian regulators and decision makers in reviewing the code (general guidelines and requirements) 

that relate to board composition and internal audit in the corporate governance code. The majority of 

the previous research only employed a dichotomous dependent variable (Big four audit firm or non-

Big Four) as the proxy for EAQ due to limited data (Shan, 2014). However, there are other EAQ 

indicators that the researcher can use (O'Sullivan, 2000; Zaman et al., 2011). In other words, 

improving the level of confidence can be enhanced by using accurate and better proxies for measuring 

different aspects of EAQ as explained in details in chapter six and seven (Shan; 2014).   

In addition, the majority of the prior empirical studies have used evidence from developed countries’ 

data (Boo and Sharma, 2008; Owens-Jackson, 2009; Basiruddin, 2011; Sulaiman, 2011). However, 

there are still some gaps in corporate governance which need to be addressed (Kikhia, 2014; Shan, 

2014). One of the key reason for this crisis was the weakness in the corporate structure mechanisms 

(Zanani et al., 2008). After this crisis, regulators, academics and decision-makers focused on the 

corporate governance framework and practice in order to rectify and improve corporate governance 

code (Johnson et al., 2000; Hor, 2008). This crisis confirms that the majority of corporations among 

Asian countries did not have an effective governance structure (Zanani et al., 2008), since developing 

countries, like Jordan, have different corporate governance code and corporate culture that may 

possibly lead to different influences on EAQ. The Jordanian regulators are interested in corporate 

governance code and they issued a new corporate governance code in 2006 (Marashdeh, 2014).  
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It can be obviously perceived that the Jordanian Code has focused on the significant role of 

governance mechanisms (external audit, audit committee board of directors and internal audit). The 

Jordanian code was issued by the Jordan Securities Commission (JSC), in 2006 (Marashdeh, 2014), in 

alignment with the national vision; it is designed to protect stakeholders and develop the economy. At 

the level of stakeholders the Jordanian code issued principles and rules in order to protect and 

safeguard the rights of all stakeholders in general and shareholders’ interests in particular (JCGC, 

2006). The importance of this study thus comes from the aim of examining the relationship between 

ICGMs and EAQ. This study further expands the literature base in EAQ and may show how EAQ is 

influenced by ICGMs, especially such studies after the adoption of corporate governance code in 

Jordan.  

The importance of the EAQ arises from the dependence of many of the stakeholders, such as 

shareholder, investor, government and creditor, on the external auditor’s report, as they make 

decisions based on this report (Geiger and Rama, 2003). Further, according to Hussainey (2009), the 

investors rely on the EAQ to make their decisions and it enhances their capabilities to predicate future 

prospects of the company. Hence, this study will be useful to all these constituencies of firms. 

However, after many scams in the corporate world, the confidence in financial statements and 

auditors’ reports has been impaired (Chaney and Philipich, 2002; Niskanen et al., 2011). This means a 

contemporary topic has emerged which is concerned with the quality of auditing, improved standards 

of corporate governance and faithfulness of auditors’ reports (Garrow and Awolowo, 2018), since 

EAQ and ICGMs are commonly supposed to be linked with the performance of a company. Moreover, 

ICGMs and audits have become key players in economic development and are important for the 

prevention of fraud. Further, there is a lack of empirical evidence concerning how the Jordanian 

external auditors perceive the relationship between the ICGM and EAQ. Consequently, in recent 

years, noticeable developments have been witnessed in the Jordanian companies with establishing 

several principles and regulations to organize the Jordanian business environment as well as some 

standards that related to accounting and auditing profession (Al-Akra et al., 2009). 
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 1.3 Research Problem and Questions  

There are some examples of mini-Enron cases in Jordan as explained in section 1.1. These cases have 

led to an increase in the demand for establishing monitoring agencies, activating governance 

mechanisms and enacting regulations that aim to protect shareholders’ investments and enhance the 

level of control over business activities as well as improve the level of disclosure (Ababnih, 2012; 

Bekhet and Matar, 2013). These frauds and collapse incidents have led investors to lose confidence in 

the financial reporting process and become more careful (Abdullah et al., 2008; Hor, 2008). Therefore, 

the users of financial statements depend on the auditors’ reports and companies’ financial reports to 

make their decisions, the quality of financial reporting can be improved through auditing this financial 

information (Cohen et al., 2004). However, the quality of auditors’ reports is questionable, after some 

collapses of large companies around the world (Fan and Wong, 2005; Köhler and Quick, 2018). The 

corporate failure cases lead to raising questions about the audit service quality and governance system 

(Garrow and Awolowo, 2018; Köhler and Quick, 2018). Further, after the audit failure more attention 

is paid to the quality of the external audit report, as the governance regulations (e.g JCGC) and 

international standards (e.g. ISA) highlighted that there is need of improvements to the EAQ and the 

importance of the effective ICGM in ensuring the EAQ.  

For example in the 2001 Enron company collapse case, the main reason for this failure was that the 

external auditor failed to discover board and management fraud and corruption (Ailon, 2015), and the 

auditor was seen to connive with the internal governance bodies to present a misleading financial 

report (Elson and Gyves, 2003; Unerman and O’dwyer, 2004). Similarly, in Jordan, various scams 

have happened as a consequence of weak governance practice and audit failure (Ababnih, 2012). 

These scandals and collapses are the result of a weak governance system and audit failure 

(Karaibrahimoglu, 2013; Beisland et al., 2015; Nigel and Ifedapo, 2018). As a consequence of these 

scams, different countries around the world have reviewed and improved their corporate governance 

code (Holder-Webb et al., 2008). As a consequence of these unfortunate events, high EAQ became an 

appropriate solution to these scandals (Beasley et al., 2000), since one of the most essential aims of an 

external audit of financial reporting is to diminish conflicts and information asymmetries (Healy and 
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Palepu, 2001; Hope et al., 2008). The extent to which information asymmetries are decreased by way 

of financial reports depends mainly on the reliability of the financial reports. Additionally, the purpose 

of external audit is to develop the reliability of the financial reporting (Boone et al., 2010), which 

allowed ensuring and protecting the rights and investments of the investors and attract them to invest 

in these companies.   

Recently, the audit failure and weak governance system highlighted some questions that need to be 

investigated; specifically, these cases raise questions as to whether the external auditors are 

performing their work properly with high quality or not (Abdullah et al., 2008; Hor, 2008; Salehi, 

2011). The key role of the auditors is to check the companies’ financial reports and transactions; then 

reports their results and opinions about the credibility and reliability of the financial report (Salehi, 

2011). The external auditor is considered as an assurance mechanism that is used to ensure a firm’s 

financial statements represent the fair and true financial position of the company through collecting 

evidence (Fan and Wong, 2005).  

There are different definitions for the EAQ and it can be defined from different perspectives as 

discussed in section 4.3. The main components for EAQ are to achieve the main aims of the external 

audit, which are checking the clients’ transactions and activities, discovering and reporting any 

misleading information as well as avoiding audit failure (Deangelo, 1981; Lin and Hwang, 2010; 

Halbouni, 2015). The Jordanian Code focused on the importance of theses ICGM in ensuring the 

financial report and auditor report quality and reliability (JCGC, 2006). The EAQ reflects the level of 

audit assurance and the level of discovery of a significant misstatement or fraud given by the auditors 

(Geiger, 1994; Fan and Wong, 2005). In other words, EAQ would be measured by discovering and 

reporting material misstatements and any weakness in the financial reporting system and control 

procedures for stakeholders (Basiruddin, 2011); this improves the level of assurance and the quality of 

financial reports (Kadous, 2000). Further, improving EAQ can be achieved through interacting and 

communicating with ICGMs (Carcello et al., 1992); it can be also viewed as the quality of the audit 

procedures and processes (Abbott et al., 2007). The ICGM can help the external auditor in achieving 

their aims effectively (Christensen et al., 2015). Additionally, internal audit plays a vital role in the 
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external audit process (Ghafran and O'sullivan, 2013; Soliman and Ragab, 2014). Companies use 

effective internal and external governance mechanisms to prevent scandals (Walsh and Seward, 1990; 

Weir et al., 2002; Filatotchev and Nakajima, 2010).   

Moreover, Tricker, (1994, p. 30) describes corporate governance as:  

”Corporate governance addresses the issues facing boards of directors such as the interaction with 

top management and relationship with top management as well as the relationship with the owners, 

audit committee and other interested parties in the affairs of the organization including creditors, debt 

financiers, analysts and auditors”. 

 This description focused on the purpose of corporate governance which explains and coordinates the 

relationship between the main players in the company who are owners, management, audit committee, 

boards of directors and external auditor. The main idea for the interaction between these parties is to 

allow the accountability of each to the other (Solomon, 2007). Specifically, the main pillar for 

corporate governance is accountability; each party is accountable to another party and each party 

should interact with the others regularly and effectively. This research focuses on the main 

mechanisms of internal corporate governance system in Jordan, which were identified by the Code 

(JCGC; 2006). There have been a continuous progress and improvement in the audit service and 

governance system of companies in the Jordan (Al-Farah et al., 2015). Further, the previous studies 

define the internal governance mechanisms as a set of internal control procedures and mechanisms 

such as internal audit and board of director which play monitoring actions in order to protect the 

shareholders’ interest, prevent fraud and improve the transparency of the financial reporting (Weir et 

al., 2002; Florackis, 2005, Jaggi and Leung, 2007; Liu and Lu, 2009; Filatotchev and Nakajima, 

2010).  

Additionally, international standards and principles that related to audit and corporate governance 

acknowledge that an internal mechanism can contribute to the external audit work in various ways 

(Abbott et al., 2012; Mohamed et al., 2012; Mat Zain et al., 2015). Moreover, the JCGC (2006) 

principles emphasise the significance of the cooperation between ICGM and external audit; this 
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cooperation leads to improving the level of control and quality of financial reporting. The Jordanian 

Code focused on the significance of theses mechanisms to guarantee the financial report reliability and 

the auditor report as well as that these reports represent a real assessment of the company’s 

transactions, since the stockholders make their decisions based on the external auditor report; the Code 

states clearly  “The Board of Directors are accountable for reviewing and approving the external 

auditor's report” (JCGC, 2006, p.6), and “the Board of Directors recommend the External Auditor for 

appointment“ (JCGC, 2006, p.9). Furthermore, the JCGC (2006) provides the audit committee the 

power to evaluate the external auditor's strategy of work and to confirm the external auditor’s 

assessment of the monitoring system, and thereby provide appropriate recommendations to the board 

of directors.  

Hence, in the Jordanian context the board of directors and audit committee play a crucial role in 

assessing and checking the external audit process; the Code states clearly, “the external auditor must 

report directly to the board of directors or its committee any discovered fraud or serious suspicions of 

fraud“ (JCGC, 2008, p.15). In the Jordanian context the audit committee should be effective in 

assessing and controlling the internal control steps to guarantee its effectiveness. As some of the main 

reasons for the collapse in some companies were the board of directors failing to perform their work 

professionally and properly, fiduciary failure for example, they failed to ensure the independence of 

the external auditor (Deakin and Konzelmann, 2004), as well as the board allowing the external 

auditor to perform non-audit services without monitoring these non- audit services and perform 

internal audit services (Healy and Palepu, 2003). Thus, the board should monitor the work of different 

monitoring parties in performing their tasks in order to improve the level of control and protect 

shareholders interest (Healy and Palepu, 2001). This situation to a large extent establishes the 

indispensable relationship of the board of directors with the external auditor (Azibi et al., 2017).   

The audit committee is established by the board of directors to coordinate and organise the 

relationship between the companies and external auditors and monitoring financial reporting system 

(Cohen et al., 2017; Bajra and Čadež, 2018). Moreover, the audit committee is accountable for 

reviewing the internal audit effort and confirming that the management follow and apply the internal 
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audit recommendations (Ghafran and O'Sullivan, 2017). Furthermore, the Jordanian regulators paid 

attention to these issues by establishing agencies such as the government established Jordanian 

Association of Certified Public Accountants (JACPA) and JSC and issuing regulations and guidelines 

such as the Securities Act (2002) and the JCGC (2008). 

The literature also shows that manipulation and cheating in financial reports is considered one of the 

main reasons that led to the emergence of demand for audit quality (Francis, 2004). Questions were 

raised over the credibility of the auditor’s reports and the quality of the process of auditing after 

corporate scams. Furthermore, the external auditors were blamed for not detecting the crucial errors or 

because of the failure in the implementation of the audit process, which has influenced the quality of 

service delivered by the external auditor (Hoos et al., 2018).  

Therefore, ICGM and EAQ are increasingly significant aspects of today’s business monitoring 

practice. They have become the centre of the argument for both regulators and scholars, in response to 

the recent spate of the scandals in large firms around the world including Jordan, prior to this; auditors 

have portrayed a positive picture of the financial positions for some of these companies. 

Unexpectedly, the same companies have collapsed as a result of fraud and mismanagement. As a 

consequence of these events which highlighted weak governance mechanisms and audit failure that 

could have discovered and prevented these frauds, the ICGMs and EAQ have been brought under 

investigation. Further, there is concern about what is the relationship between ICGM and EAQ; this 

lead to the main research questions which are to what extent and how the ICGMs can influence the 

EAQ.    

Moreover, given the above discussion and argument have supported by the evidence from relevant 

regulations and standards (i.e. JCGC, 2006; ISA) as well as from previous empirical evidence leads to 

creating a motivation to investigate the influence of ICGMs in improving EAQ in Jordan. According 

to the previous studies there are various ways and opportunities that the external auditor cooperates 

and works together with ICGMs in order to enhance control procedures and quality of financial 

reporting. Thereby the following research questions were developed to understand the influence of 
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internal audit, audit committee and board of directors on EAQ. As the first step of research process is 

conceptualisation stage which includes the generation of research questions (Teddlie and Tashakkori, 

2009), thus, the following study questions have been developed:   

1. What is the perception/insight of the Jordanian external auditor regarding the impact of internal 

audit factors on EAQ?  

2. What is the influence of the board of directors’ composition and responsibilities on EAQ from the 

perception of the Jordanian external auditors?     

3. What are the perceptions of the Jordanian audit firm respondents concerning what effects the audit 

committee work performance and responsibilities have on EAQ in Jordan?    

4. How the Jordanian external auditors assess the ICGM in improving some aspects of the quality of 

external audit process?  

5. What are the perceptions of Jordanian audit firm respondents concerning how (in what ways) the 

ICGM influence on EAQ in the context of Jordan? 

These research questions were developed and formulated to address these relationships between the 

variables; they were answered through adopting mixed methods design “sequential explanatory” to 

investigate and understand these relationships. The empirical data was obtained through employing 

questionnaire and interview to answer these questions. The following research objectives are formed 

in consistent with prior research questions as well as they are guided to address the research gaps in 

EAQ and governance mechanisms. 

1.4 Research Aims and Objectives 

In recent years, ICGM and EAQ have become the vital issue for both academics (O’Sullivan, 2000; 

Cohen et al., 2002; Nicolaescu, 2013; Kikhia, 2014; Beisland et al., 2015; Anafiah et al., 2017; 

Ghafran and O'Sullivan, 2017; Ben-Hassoun et al., 2018) and business practitioner and regulators 

(Cadbury report, 1992; Sarbanes-Oxley Act 2002; OECD, 2004, JCGC 2006; ISA 260; ISA 265), this 

is because these factors have been considered the main mechanisms employed by companies to avoid 
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scandals and audit failure and to enhance the trustworthiness of the financial report as explained and 

discussed earlier in this chapter. Thereby, the aim of this study seeks mainly to examine and 

understand the relationship between ICGMs and EAQ service in Jordan. In this respect, the argument 

of this research is guided by relevant research gaps identified in the literature to investigate to what 

extent the ICGMs influence the EAQ.  

This research has been conducted in two stages as explained in details in section 5.5; the first stage is 

addressed through questionnaire and the second stage by semi-structured interview. The quantitative 

stage aims to investigate to what extent the ICGM influences EAQ. Moreover, the qualitative stage 

aims to understand how the early quantitative results happen; using qualitative approach enables 

getting detailed views of the external auditor in order to explain and interpret the early quantitative 

findings as well as offer a better understanding of the study relationships (Creswell, 2003). This 

research selects the external auditors as the unit of analysis in order to obtain their viewpoints based 

on their knowledge and experience, because they are experts and responsible for providing audit 

services as explained in details in section 5.7.3. As a result, this stage also contributes to knowledge 

and practice by clarifying and obtaining deep understanding of the relationships between ICGMs and 

EAQ. In order to accomplish the aims of these stages the next objective are set guidelines to achieve 

this study’s aim: 

1. To investigate empirically to what extent the boards of directors’ responsibilities and characteristics 

have an influence on EAQ from the perception of the Jordanian external auditors.  

2. To identify and analyse to what extent the audit committee responsibilities and performance have an 

influence on EAQ from the perception of the Jordanian external auditors 

3. To examine empirically the relationship between internal audit factors and EAQ from the 

perception of the Jordanian external auditors.     

4. To understand and analyse the point view of Jordanian external auditors on the significance 

provided by them to a number of mechanisms which may affect EAQ. 
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 5. To understand and explain Jordanian external auditor perception about how different ICGMs can 

influence EAQ.  

1.5 Summary of the Research Methodology and Design  

This research adopts mixed methods methodology in order to understand the relationship between 

ICGMs and EAQ, as explained in detail in chapter five. The collected data used in order to achieve the 

research objectives and answer the research questions. Specifically, the “sequential explanatory mixed 

methods” design allows getting better understanding of the phenomena (Rossman and Wilson, 1985; 

Tashakkori and Teddlie 2003; Morgan 1998; Creswell et al. 2003; Brannen, 2017), as it starts by 

testing the relationship that identified in the existing literature through collecting statistical and 

numerical data  (Leedy and Ormrod, 2005), and then getting better understanding about the 

respondents’ perceptions and how these relationships occur (Morse, 1991; Creswell et al. 2003). This 

study followed the steps and guidelines of the sequential explanatory strategy which highlighted by 

various scholars (Rossman and Wilson, 1985; Ivankova et al., 2006; Creswell et al. 2003; Tashakkori 

and Teddlie 2003). The figure 1.1 illustrates the reasons for conducting two mixed methods stages.  
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 Figure 1: The reasons for conducting two mixed methods stages in this study  

 

Source: Developed by the researcher.  

In this study the interviews were conducted in order to expand, confirm and clarify quantitative 

findings, this allowed clarifying the quantitative findings, and drawing a comprehensive picture about 

the relationship between ICGMs and EAQ, this allows adding richness to the quantitative findings.  

Moreover, the quantitative stage is considered for a large sample size, in this stage to test a theory. 

However, the qualitative stage is mainly conducted to clarify and confirm the quantitative results, to 

assess and revisit the quantitative findings by having rigorous and detailed multiple interpretations to 

make the final contribution of this study. This allows explaining and interpreting in greater detail why 

some mechanisms have significant or not significant influence on EAQ (Ivankova et al., 2006). 

According to Greene et al. (1989) and Creswell, (2003), there are various reasons to conduct mixed 

methods research; for example some researchers conduct mixed methods for triangulation to collect 

quantitative and qualitative data at the same time, this is called merging the data. Table 8 illustrates the 

main mixed methods design strategy and the reasons for conducting mixed methods. 

Table 1: The main types mixed methods design 

Design Type Variants Timing Weighting  Mixing 

 

Triangulatio

n 

 Convergence 

 Data 

transforming  

 Validating 

quantitative 

data 

 Multilevel  

 

 Concurrent 

quantitative 

and 

qualitative at 

the same time 

 Usually 

equal  

 Merge the 

data during 

the 

interpretati

on or 

analysis 

Embedded  Embedded 

experimental 

 Embedded 

correlational 

 Concurrent or 

sequential 

 Unequal  Embed one 

type of 

data within 

a larger 

design 

using the 

other type 

of data 
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Explanatory   Follow-up 

explanations 

 Participants 

selection 

 Sequential 

quantitative 

followed by 

qualitative 

 Usually 

quantitativ

e 

 Connect 

the data 

between 

the two 

phases  

Exploratory   Instrument 

development 

 Taxonomy 

development 

 Sequential 

qualitative 

followed by 

quantitative  

 Usually 

qualitative 

 Connect 

data 

between 

the two 

phases 

Source: Adapted from (Creswell, 2006, p.85)  

This study adopts sequential explanatory design, this design apply qualitative approach in order to 

expand and support the quantitative results (Greene, 1997; Ivankova et al., 2006). The qualitative stage 

allows capturing different features of the relationship between the ICGMs and EAQ (Greene, 1997; 

Ivankova et al., 2006; Creswell, 2013). In this study, the researcher adopts post-positivism position 

which highlighted unbiased position and impartiality leading to deductive reasoning and accurate 

empirical measurements and observations, the researcher recognises the significance of the studying 

and investigating the nature of the relationship and the process that explain how these relationships are 

occurring. Easterby-Smith et al. (2012) explain the assumptions behind the post-positivism as the 

social phenomena exist externally and it is feature should be measured through objective way instead 

of being inferred subjectivity position, which means that the researcher is believed to be separated 

from what the researcher study. This philosophy allow providing empirical evidence through using 

mixed methods research design (Amaratunga et al., 2002). The research design should ensure 

collecting evidence that allows the researcher to answer research questions through using the most 

appropriate methods for data collection (De Vaus and De Vaus, 2001). Research design includes the 

steps and procedures of collecting, interpreting and reporting data. Creswell et al., (2003) identify the 

key categories of mixed research designs established on the importance and sequencing of data 

collection techniques, for example, sequential exploratory or explanatory strategy and concurrent 

triangulation design. The specific mixed methods approach employed in this research is “sequential 

explanatory. According to Creswell (2009: p. 211).  
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“The sequential explanatory strategy is characterized by the collection and analysis of quantitative 

data in a first phase of research followed by the collection and analysis of qualitative data in a second 

phase that builds on the results of the initial quantitative”.  

This research design (sequential explanatory) was chosen for various reasons; first of all, it allows 

answering the research questions, addressing the relevant research gaps and accomplishes the research 

objectives accurately and comprehensively. This study employs mixed-methods approach using a 

sequential explanatory design. This design consisting of two separate stages: starting with a 

quantitative study then conducting the qualitative study (Creswell et al., 2003). Mixed methods also 

enable reaching beyond the initial responses and providing in-depth understanding of the relationship 

between these variables.  

Furthermore, this research design allowed the researcher to conduct interview as a supplementary tool 

which uses different types of data results to evaluate and address the phenomenon under study from 

different perspective. Another reason is development and supporting one method with another (e.g., 

interview supports the questionnaire); in other words, one data set is employed to inform the data 

collection of the next stage data set; this is also called connecting the data (Morgan 1998; Creswell et 

al. 2003), as explained in detail in section 5.5.  

1.6 Contribution of the Research 

This study makes contributions to the body of knowledge and practice in various ways, as this 

research extends the existing literature both on theoretical and practical fronts by developing a 

theoretical and conceptual framework that is aimed to establish and analyse the relationship between 

ICGMs and EAQ. This study also contributes to knowledge through extending the existence of 

empirical evidence which provides new perspectives regarding these relationships, as discussed in 

detail in the results chapters (six and seven). The contributions of this research are mainly related to 

getting better understanding about the relationship between the study variables. This leads to providing 

practice with a provision of findings that can improve quality of auditing services and governance 

systems, which in turn reflects on the quality of control systems and procedures in the Jordanian 

company, as the literature review confirms that there are various ICGMs but prior studies are still 
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lacking a comprehensive study to address all these mechanisms. This study addressed another 

important mechanism which is internal audit, based on recommendations from different studies 

(Kikhia, 2014; Soliman and Ragab, 2014; Beisland et al., 2015). Further, this study tests whether 

agency theory can serve as a framework for explaining which mechanisms are really important for 

improving EAQ. Thus, the contribution of this research is guided by relevant research gaps identified 

in the literature (see section 1.2). Given the importance of audit quality in increasing investors’ 

confidence and developing financial markets; the study has a motivation to examine the role played by 

boards of directors, audit committees and internal audit factors in the Jordanian market in ensuring 

high audit quality.  

In addition, a qualitative study provides a better understanding of the study’s relationship from the 

perspective of the expert professional (Cooper and Morgan 2008) such as the auditor. This allows the 

researcher to build understanding and knowledge into the backstage of the professional (Power, 2003). 

Consequently, this research attempts to make contribution through synthesising data and knowledge 

from different sources which have not been synthesised previously (Phillips and Pugh, 2010), as 

discussed in chapter eight, offering empirical evidence which has not been offered before. Moreover, 

applying this research on a new context allows contributing to knowledge and context (Phillips and 

Pugh, 2010) through investigating how the key governance mechanisms of the Jordanian Code can 

influence the EAQ, and address the phenomena comprehensively through collecting different data set 

(mixed methods) allows contributing to knowledge and practice (Finn, 2005). This study makes a 

contribution to the EAQ and ICGMs field in the following ways:  

1.6.1 Theoretical Contribution  

The previous literature has reported that there are relationships between governance mechanisms, 

financial reporting quality and financial performance from an agency theory perspective (Jensen and 

Meckling, 1978; Forker, 1992; Bushman and Smith, 2003; Cohen et al., 2004). However, this study 

mainly focuses on the association between effective monitoring mechanisms and the EAQ process, as 

the overall aim of these monitoring mechanisms is to establish an adequate controlling system in 

companies. The theoretical contribution is based on the theoretical foundation and framework (Corley 
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and Gioia, 2011); see section 3.6. This research intends to extend and contribute to the corporate 

governance and audit literature through identifying the mechanisms that could improve the EAQ (in 

what ways and how). Therefore, this study provides more insight to these mechanisms from an agency 

theory perspective and the key implications of this study is the conceptualisation of the relationships 

between the ICGMs and EAQ. It also advances theory on explaining that EAQ is a solution to the 

agency problem, as explained in detail in chapter three.     

This research aims to offer a comprehensive understanding of the relationship between ICGMs and 

EAQ as well as describe how these mechanisms can improve EAQ as explained in section 1.3. This is 

conducted based on the recommendations from previous studies (Holm and Laursen, 2007; Mahdavi et 

al., 2011; Karaibrahimoglu, 2013; Kikhia, 2014; Shan, 2014). Accordingly, this study presents a more 

complete view of these relationships, in comparison with previous studies which focused on secondary 

data (Al-Ajmi, 2009; Zureigat, 2011; Karaibrahimoglu, 2013; Soliman and Ragab, 2014; Beisland et 

al., 2015). Moreover, the body of the literature regarding the relationship between ICGMs and their 

influence on EAQ refers to only some examples of practice in the developing world.  

The use of agency theory to investigate this relationship allowed for interpreting and explaining the 

results of the study due to the fact that the JCGC was written based on agency theory perspectives and 

it highlighted the importance and role of the ICGMs. Thus, it is considered as a theoretical framework 

to explain these relationships. This research provides more insight to agency theory as it proposes the 

audit quality as a solution for agency problems (e.g. improving disclosure practice). This research has 

found that present theorising is limited in the provision of sufficient guidance as to how agency theory 

could explain the factors that can enhance EAQ. Hence, this research proposes to make a significant 

theoretical contribution to knowledge in terms of EAQ as a solution of agency problem, as the 

findings of this study suggest most of the aspects of EAQ can reduce agency problems.  

Furthermore, the original features of knowledge in this research are the implications of measuring 

EAQ and the mechanisms that have an impact on EAQ. This study uses a mixed methods approach to 

explain the process with statistical explanation of the relationship between the variables and provides a 
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comprehensive contribution to knowledge. Based on the best knowledge of the researcher, this is the 

first empirical research undertaken through mixed methods to explain and understand these 

relationships. The literature does not identify any research using mixed methods to test and investigate 

this relationship, as explained in section 1.2. Thus, the study draws on and contributes to scholarly 

audit and governance literature explaining how ICGM can improve the level of EAQ. One of the 

outcomes of this study is the identification of how specific mechanisms can enhance EAQ as 

explained in detail in chapter seven and eight and on which future studies can be built based on the 

results of this study. The findings raise issues that are prominent to contemporary debates about the 

relationship between internal corporate governance mechanisms and the quality of external audit 

services in Jordan. Each empirical chapter (quantitative and qualitative) contributes to the literature by 

providing new and unique insights that extend current understanding on internal governance-external 

audit relation in Jordan. 

1.6.2 Practical Contribution 

The contribution of this research will, in a sense, be to the empirical aspects. The provision of results 

and empirical evidence can improve researcher, regulator and practitioner ability to gain better 

understanding of mechanisms that support and improve the EAQ, as explained in section 1.2. The 

practical contributions of this study are achieved through providing evidence collected through 

employing sequential explanatory design with collecting two different sets of data. The findings of the 

research highlighted the most important factors that can influence different aspects of EAQ as 

discussed in details in chapters six and seven. 

The research results offer practical suggestions while the practitioners and policy makers have been 

giving significant attention to the relationship between ICGMs and EAQ (Karaibrahimoglu, 2013; 

Kikhia, 2014; Beisland et al., 2015). This study addresses this relationship which is vital to the 

progress of companies by helping them preventing any fraud or audit failure and by improving the 

financial reporting quality and transparency for which the Jordanian regulators issued the Code 

recently after scandals in Jordan. Moreover, the findings of this study are vital to the regulatory and 

monitoring bodies, such as JACPA, and practitioners, such as external auditors. The researcher has 
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already presented part of the research in a JACPA workshop and has contacted them to present the 

results of the whole PhD in the future to disseminate the research results and provide 

recommendations concerning how external auditors can improve the quality of the external audit 

process through interacting with the ICGM.  

Practical implications can be drawn through reconciling the results of this study with prior practical 

and theoretical evidence. The results of this study reveal that external auditors perceive that internal 

audit factors are important for their work. The findings also demonstrate that internal audits are the 

important factor as they perform similar tasks in the external audit. Specifically, the performance of 

internal audit is perceived as the internal audit reports and results help the external auditor in 

identifying the main risky areas and provide valuable guidance based on their results.  

The results of the interviews support the main findings and central argument of this research, as the 

interview results clearly confirm the above-mentioned arguments by constantly asserting that the 

ICGMs play a significant role in the financial reporting system and the EAQ process. The interview 

results highlight how the ICGMs can improve the EAQ as explained in detail in chapter seven, 

through highlighting that the significance of the interactions between the ICGMs and external auditors 

could be made through feedback forms and regular meetings. Also, applying the recommendations of 

the auditor and discussing the material weaknesses and misstatements, allows for improvement of 

these weaknesses, which in turn will reflect on improving the quality of the external audit process. 

This study has highlighted that the Jordanian external auditors believe that the ICGMs can provide 

them with valuable guidance based on their work and results, and respond to the requirements and 

requests during the audit service. These allowed collecting comprehensive and reliable evidence as 

well as discussing the initial and significant results in order to correct any misstatements as well as 

improve the level of control before issuing the auditor report; in this case follow-up actions lead to 

making improvements based on their results. This empirical evidence which has been drawn from the 

Jordanian context also illustrates that preparing audit requirements aids the external auditors to carry 

on their work properly and effectively. It also emphasised that effective communications allow the 
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auditor to get feedback and confirmations on time, which in turn allows the auditor to collect evidence 

and discuss the results with the ICGMs.  

Through establishing conceptual relationships between the ICGM and EAQ and employing a mixed 

methods design, this research improves the understanding of the meaning of EAQ and how the ICGM 

can improve it from the perceptions of the Jordanian external auditors. It also indicates that internal 

audit performance can enhance the quality of external audit service and how they could improve the 

quality of their work.   

In conclusion, this research is considered the first comprehensive practical research as this research 

employs mixed methods (quantitative and qualitative) and post-positivist views in order to understand 

the relationship between ICGMs and EAQ in the Jordanian environment in order to get detailed 

explanations about this relationship. This research focuses on the Jordanian context; however its 

results have significant implications at international level because the Jordanian auditors follow and 

comply with the international standards and principles that relate to audit and governance systems. 

The main contribution of this study to the standards and regulations is to presents and discuss the 

regulatory framework in Jordan as explained in chapter two; this research aims to understand how the 

Jordanian external auditors apply these standards and regulations in relation to the interaction with 

ICGM and how the interaction with ICGM can reduce the probability of the failure of the audit and 

improve the EAQ, as explained in chapter six and seven.   

The findings of this study have an impact on the understanding of ICGM and EAQ that can benefit 

policy makers through recommending the provision of strict regulations in providing non-audit 

services and developing the JCGC based on the updated international standards and regulations. They 

can use the results and recommendations of this study to enhance the interactions between different 

mechanisms to better equip external audit function for their role in corporate governance effectiveness. 

The outcomes of the research also have significant implications for the companies in ensuring the 

reliability of financial reports and EAQ. Thereby, this research has addressed gaps that emerged by 

reviewing previous empirical studies in order to expand the empirical evidence.  
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1.7 The structure of the Thesis  

Chapter one has offered an outline of the whole study involves a background and historical overview 

of the research phenomena as well as the research scope and focus. This chapter also allowed building 

the ground for this research including the rationale for conducting the research, research questions and 

objectives. Moreover, this chapter highlighted the expected contributions of the study and the 

justification and importance for conducting this research. It also presented overview of the thesis 

content. This research addressed a vital issue; the relationships between ICGMs and EAQ as explained 

throughout the content of chapter one. It also offers the foundation for the following chapters of the 

thesis. Thus, this research is designed and developed in a way that can offer better understanding and 

detailed investigation of the relationships between the ICGM and EAQ. The reminder of this thesis is 

organized and developed as follows.   

 Chapter Two – Development of Corporate Governance “Regulations and 

Agencies” and Auditing Profession in Jordan: It enables the researcher to set the 

research context and scope which form the basis for the empirical work. This chapter presents 

the regulatory framework for the auditing practices and governance system in Jordan. 

 Chapter Three - Theoretical Framework and Corporate Governance Theories: It 

allows developing the research arguments in theoretical based before moving to the practical 

side. Governance mechanisms are considered to be the core of this research; thus, this chapter 

focuses on describing theories which highlighted the monitoring role of the governance 

mechanisms. 

 Chapter Four- Literature Review and Hypothesis Development: It allows reviewing 

and describing the available empirical evidence about some aspects of the relationships 

between these variables which are related to the studys’ questions. 

 Chapter Five -Research Methodology: It describes the empirical pathway by which the 

studys’ questions have been answered. Specifically, it has explained the methodology, 

research design and the research philosophy of this study, this chapter also provided 
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justification for the research design of the study - Sequential explanatory (mixed method 

design). 

 Chapter Six- Stage 1- Quantitative Methodology: It allows testing the hypothesis and 

achieving the research objectives. This chapter presented additional evidence from 

questionnaire analysis concerning the factors that influence on EAQ. This chapter also has 

discussed and explained the development process of the questionnaire and supported literature 

including the design of the questionnaire and measurement of the constructs and it described 

the steps of the design of the questionnaire which involved explaining supported literature 

through reviewing previous studies and describing the pilot study with professional auditors 

and academics. 

 Chapter Seven- Stage 2- Qualitative Methodology: It presents and discusses the data 

and analysis and findings from the interview which is the second stage of the mixed methods 

research. This chapter also offered understanding and explaining how the ICGMs can 

influence the EAQ. 

 Chapter Eight - Discussion of the Quantitative and Qualitative Results 

(Integration and Synthesis): It presents the synthesis and connections of the conclusive 

findings obtained during the qualitative and quantitative stages in relation to the research 

questions as well as locating these findings in the existing body of knowledge in order to draw 

the final contribution and picture of this study with support of the prior empirical and 

theoretical evidence reviewed. 

 Chapter Nine- Summary and Conclusions: It presents the conclusion of the thesis, 

where the contributions and implications of the results as well as the limitations and future 

research are provided.  Further, it evaluates the interpretation and discussion of the results.  
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   2     Development of Corporate Governance “Regulations and 

Agencies” and Auditing Profession in Jordan 

 

2.1 Introduction  

This chapter provides an overview of Jordan where the empirical study of this research takes place. 

The aim is to offer an overview of the Jordanian environment through an understanding of the 

economic situation, financial market, corporate governance and audit profession. An understanding of 

these aspects of Jordan is essential in showing how the Jordanian environment is different from other 

developed countries. This chapter summarises the Jordanian Corporate Governance Code and the 

international legislations and regulations that influenced on the JCGC and this Code developed based 

on the agency theory perspective. This chapter also provides an overview of different economic and 

regulatory affairs of Jordan such as general information and history of Jordan, history of economy 

since independence, regulation development, regulatory bodies, financial market and listing rules, the 

development and factors affecting accounting and auditing profession. 

2.2 Overview of Jordanian Monitoring Environment 

Jordan is a developing nation in Asia with an emerging economy (World Bank, 2019)
1
, where the 

economic growth is skyrocketing. Recently, the Jordanian economy has witnessed rapid progress 

which has contributed to improving Jordan’s business. Amman Financial Market (AFM) was founded 

in 1976, because the number of public companies and transactions had risen dramatically and there 

was a need to establish a financial market to regulate and organize the trading and issuance of stocks 

(Jordan Securities Commission, 2011). JSC monitors and organizes the disclosure and trading in the 

capital market, as public shareholding companies are considered the most important sector because of 

the size of their capital and the distribution of its property to a great number of shareholders (Al-Farah 

et al., 2015).  

                                                 
1
 World Bank 2019, World Bank Country and Lending Groups 

https://datahelpdesk.worldbank.org/knowledgebase/articles/906519-world-bank-country-and-lending-groups 

 

https://datahelpdesk.worldbank.org/knowledgebase/articles/906519-world-bank-country-and-lending-groups
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The government established the Amman Stock Exchange (ASE) in March 1999 with financial and 

administrative independence. There are various standards and agencies that regulate and organize the 

Jordanian market. The Jordan Securities Commission (JSC) is the supervisory body of the Jordanian 

capital market. The ASE functions as an exchange for the trading of stocks with financial and 

administrative independence. Furthermore, the JSC and ASE work together to ensure the transparency 

and monitor Jordanian public companies to comply with the International Standards on Auditing 

(ISA). Further, according to the Jordanian regulations all the public shareholding companies should 

audit their financial reports (JCGC, 2006). These standards are considered the main reference and 

source for the audit standards adopted in Jordan (Obaidat, 2007). The auditor should refer to the ISA 

for detailed information, and they should follow and comply with the ISA in conducting the audit 

service. In addition all companies are subject to international financial accounting standards (IFRS) 

(Roussey, 1999).   

During recent years, Jordan has shown a notable interest to improve and strengthen the rules of 

corporate governance and external audit, more especially after some corporate failure (Shanikat and 

Abbadi, 2011). Hence, in 2006 the SEC issued “Jordanian Corporate Governance Code” (JCGC) and 

the government established JACPA and ASE (Marashdeh, 2014). The Jordanian legislator issued 

regulations and laws to organize and regulate the business environment in Jordan especially after the 

corporate scandals.  It can be clearly seen that the governance code highlighted the role of the external 

auditor and it can be seen that the obvious explanation of the significance of the external audit in 

supporting the credibility and reliability in the financial reporting system. 

The JSC is considered to be the supervisory body of the capital market and has been given the 

authority to undertake the supervision role, monitoring and regulation (Al-Akra et al., 2009). 

Furthermore, the JSC organizes and arranges the disclosure and transparency of information with 

respect to securities, insider trading, issuers and major shareholders. JACPA’s strategic vision is in 

relation to organizing the profession of certified public accounting and assuring compliance with the 

ISA and IFRS, in addition to the ethical standards, which act to safeguard the Jordanian national 

economy and to support both educational and professional levels in relation to the Jordanian auditors. 
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In addition, it acts to improve Jordan’s economy on a regional and international level and to guarantee 

a fair trading transactions in the Jordanian market in agreement with international principles (JSC, 

2011). The JACPA is a professional association that has been established in 1988 by the Ministry of 

Commerce. It is administered by professional associates and is accountable for organizing the auditing 

profession’s service (JACPA, 2006).  

Companies Act 1997 was legislated by the government in order to replace the old version of the same 

law 1989, the new version was issued to address the deficiencies of the old version in terms of it’s 

scope and to keep pace the developments in the international standards (Ahid and Augustine, 2012), 

all Jordanian public shareholders firms are mandated by the SEC to present the company’s financial 

statements with auditor report (Sharar, 2006). The Companies Act 1997 classified the type of the 

companies to different types mainly based on the ownership structure into the following forms; Private 

Shareholding Corporation,  Limited Liability Company, General Partnership and Public Shareholding 

Company (PSCs), this act states the steps and conditions to establish PSC and what are the 

requirements the PSC should follow that related to the board of director, audit committee, external 

auditor and the disclosure requirements that related to the adoption of ISA and IFRS (Abu-Nassar and 

Rutherford, 1996; Sharar, 2006). According to this code, the PSC should have board and the 

shareholders should elect the member of the board, this board should prepare semi-annual financial 

report that presents the results of company’s operations, its financial position and present audited 

financial report (Obaidat, 2007). The Jordanian Code stated that the board of directors must announce 

the date of the meeting and the main results and recommendations as a report and present that to the 

shareholders in the general meeting (Sharar, 2006). This section has been established to inform and 

motivate discussion concerning the role of ICGM and EAQ, as the governance regulations (e.g JCGC) 

and standards of auditing (e.g ISA), highlighting the significance of the relationships between these 

variables.  

Figure 2 illustrates the development of governance regulations in Jordan. Overall, this chapter has 

intended to offer a concise assessment of the Jordanian regulations and agencies which play a 

substantial role in controlling the Jordanian business environments.   
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Figure 2: Development of governance regulations and bodies in Jordan 

 

Source: Compiled and synthesis by the author based on literature and official websites. Source: Author 

and Synthesis of the Literature.  

Companies’ law organized and regulated the Jordanian capital market in conformity with ISA and 

IFRS (ASE, 2007). The law offered for establishing three main different agencies, JSC, ASE and 

securities Depository Center (SDC). These governance bodies are responsible for ensuring the 

accuracy and transparency of the information, protecting investors and achieving a fair market (Al-

Shiab, 2003; Al-Akra et al., 2009; Al-Farah et al., 2015).         
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2.3 Regulatory Framework for the Auditing Practices in Jordan 

In 1961, the regulators in Jordan started giving attention to audit profession by issuing some laws and 

regulations as well as establishing some agencies that aimed to regulate and organise the audit 

profession, according to these regulations (Al-Farah et al., 2015; Al-Akra et al., 2009), the auditors 

and audit firms should follow specific requirements to preform audit profession. In 1985, the 

Jordanian regulators paid more attention to the audit profession especially after some scandals which 

happened in some big companies, some regulations and laws have been issued by the regulators such 

as the Certified Accounting Profession Law, as a consequence of this law the audit profession is well 

regulated and JACPA was established in 1987, after this law the audit profession witnessed some 

improvements in terms of the independence of the auditor and it is member competence as well as 

applying the ISA (Al-Farah et al., 2015; Obaidat, 2007). 

In 2003, the Jordanian regulator issued new Certified Accounting Profession Law, this is considered as 

significant step in improving the audit profession in Jordan, this law provided to the JACPA more 

authority and it allow the JACPA to adopt and explain the IFRS/ISA (Al-Omari, 2010; Shanikat and 

Abbadi, 2011). Adopting auditing standards and establishing JACPA lead to improve the audit 

profession and ensure apply the ISA, this reflect on improving the economic condition and 

professional level of the practitioner (Obaidat, 2007). Based on the international standards which 

apply in Jordan the auditor should have professional certificate (e.g. JACPA) and academic degree to 

be able to practice and perform audit service and the auditors should attend at least 20 hours for 

training every year as a continuous learning (Obaidat, 2007). 

The JCGC (2006) identifies the principles that related to the external auditor requirements in terms of 

auditor’s qualification either professional or academic and professional experience and based on these 

principles all the external auditors should register as a member with the JACPA to be eligible to 

perform auditing service in Jordan context (Obaidat, 2007). The JCGC (2006) highlight the role of the 

ICGMs in the external audit service. According to the Jordanian regulations, the pubic shareholding 

companies should prepare their financial reports according to IFRS (Al-Akra et al., 2009), similarly, 

the adoption of ISA by the audit companies became mandatory in Jordan in 1998 to enhance the 
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financial report and auditor report quality and transparency, article 22 of companies law of 1997 

compulsions all public shareholding companies to present and prepare financial report and auditor’s 

report in accordance with IFRS and ISA (Al-Farah et al., 2015). The JACPA is responsible for 

monitoring the audit and accounting firms to ensure they apply and comply with ISA (Naser and 

Nuseibeh, 2008).   

In order to attract international investment and protect the shareholders the Jordanian companies 

started following international standards and regulations such as IFRS and ISA. This adoption leads to 

improve the corporate disclosure and control system. The companies Act 1997 emphasis on the 

requirements of the adoption of ISA and IFRS. JACPA aim to enhance the audit practice in Jordanian 

companies through emphasising on independent auditor and the requirements to perform the audit 

service in terms the qualifications and competency of the auditors, in 2003 JACPA enacted the new 

certified accounting profession law to organise audit profession and the audit firms have to follow and 

apply ISA this is encourage some international audit firm to enter the Jordanian market, such as 

KPMG and Ernst and Young. Furthermore, according to the sales tax laws 1994 and income tax laws 

1985, require all companies have to prepare and submit their financial reports in accordance with IFRS 

and ISA and send a copy of their external auditor report to the tax department, thus, these rules and 

standards require all listed companies to have their account audited by the external auditor (Al-Shiab, 

2003).  

Furthermore, the Jordanian audit firms follow and apply the ISA; which highlighted the role of the 

ICGMs in the external audit service, this is consistent with the (JCGC, 2006; ISA). The ISA 610 deals 

with the role of internal audit in the external audit service and the external auditor’s responsibilities 

relating to the audit service, it also states the opportunity and ways that external auditor can interact 

and communicate with the internal auditor, in other words, to what extent the internal audit can 

contribute to the external audit work, ISA 610 mainly issued to organise the relationship between the 

internal and external auditor, this standard is related to the ISA 200 that states the key aims of the 

external auditor and conduct the audit with accordance to ISA. Specifically, the ISA 610 states and 

identifies the opportunities and ways of cooperation between internal and external auditor.  
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According to the provision of this standard the external auditor must take into account whether the 

internal audit department perform a good and sufficient work that addresses all areas in the company 

and whether the internal audit department effective in achieving it is objectives as well as the external 

auditor. The scope of ISA 610 focuses on the external auditor’s responsibilities concerning to the work 

of internal auditors, this standard determine two main levels of the requirements of the external auditor 

to depend on the internal audit work; the external auditor must assess the objectivity and competency 

of the internal auditor and whether internal audit perform their work properly with due professional 

care. After that the external audit determines the influence of internal audit factors on the extent, 

nature and timing on the external auditor’s actions and processes. Further, ISA 315 is related to 

evaluate and determine the risk of material misstatement then understand the internal control system, 

this standard states that the internal audit can offer direct support to the external audit service. The ISA 

organise the relationship between external and internal mechanisms. 

ISA 315 state that the external auditors is allowed using the evidence and findings of the internal audit 

to adjust the timing, extent and nature of the work of external audit, this influence on the audit process 

to be performed effectively, thus, this will effect on the quality of external audit service. Table 2 

illustrates the key ISA which related to the study’s’ relationships.  

 

 

 

 

 

.   
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Table 2: Provide summary of the ISAs which are related to the studys’ relationships 

The 

Original 

Standard 

Number 

 

The standards 

themes and synopsis 
The scope, relevancy and requirement 

ISA 610 
“Using the Work of 

Internal Auditors” 

-This standard offers general guidelines for the external auditors 

regarding how they can rely on the internal audit work as well as the 

communication and evaluation process. It also describes the 

characteristics of effective internal audit and what are criteria to 

assess the internal audit work. 

- This standard offers direction on using specific results and evidence 

of internal auditors. 

ISA 260 

“Communication with 

Those Charged with 

Governance” 

-The main purpose of this standard is to identify the ways that the 

external auditor can communicate their results in different stages of 

the audit process to different constitutes in the firm. It also 

highlighted the matter that need to be communicated. It explains the 

significance of the interactions with the internal governance bodies 

as well as the suitable level of communication and what matters that 

can be communicated. 

ISA 265 

“Communicating 

Deficiencies in 

Internal Control to 

Those Charged with 

Governance” 

-This standard offers general guidelines concerning the deficiencies 

in the control procedures and the proper steps that should to be taken. 

It identifies the deficiencies and mistakes and the suitable level of 

governance to report this deficiencies. 

- It describes what type of deficiencies the auditor is concerned about 

and what are their effects. 

ISA 300 
“Planning an Audit of 

Financial Statements” 

-This standard offers guidelines about the first step of the field work 

which is planning. 

It describes to the independent auditor how to build the audit 

procedures in accordance with audit standards in the planning stage. 

- The importance of the planning and timing. 

- The accessibility of the evidence of ICGMs and the level that the 

auditor can rely on their work and evidence. 

- The planning procedures should be documented. 

ISA 315 

“Identifying and 

assessing the risks of 

substantial 

misstatement by 

understanding the 

organization and its 

environment” 

This standard offers guidelines about one of main steps of the field 

work, including checking internal control. This standard also 

describes and identifies the risk evaluation processes and the sources 

of evidence concerning the client and its control procedures. It also 

identifies the material misstatement by understanding the company 

and it is environment. 

- It highlights the required understanding of the control procedures. 

- It describes the risk evaluation steps and relevant activities. 

--Documentation the risk assessment process 
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The 

Original 

Standard 

Number 

 

The standards 

themes and synopsis 
The scope, relevancy and requirement 

ISA 220 

“Quality Control for 

an Audit of Financial 

Reports” 

- This standard identifies the main criteria for evaluating the quality 

of the control. It describes to the auditor how to evaluate the audit 

procedures in accordance with audit standards. It identifies the 

particular task of the auditing concerning evaluating the control 

quality.  

- It describes quality control review criteria and auditor 

responsibilities for quality on audits. It identifies the particular 

accountabilities of the auditor concerning quality control actions for 

audit of financial reports”.  

 

ISA 500 Audit Evidence 

- This standard offers guidelines regarding the criteria for collecting 

suitable and enough audit evidence. It describes to the independent 

auditor how to build the audit procedures to collect high quality 

evidence. 

- Adequate and suitable audit evidence 

- It describes the process how to choose the sample for checking the 

transactions to get audit evidence 

- It describes how to work with internal governance bodies to collect 

the evidence 

ISA 230 
Documentation of 

Audit 

- This standard highlights the importance of documentation process 

of the audit in performing high quality audit service. It describes to 

the independent auditor how to build the audit processes in 

accordance with standards of audit. 

- Addressing the auditor’s accountability to build audit 

documentation 

- It includes specific documentation requests and guidance 

- It highlights the importance of documenting audit processes and 

procedures including the interaction with the internal governance 

mechanisms.  

- Documenting all the steps and procedures that the auditor has done 

to use the ICGM evidence and results. 

ISA 240 
auditor 

responsibilities 

ISA 240 deals with auditors’ responsibilities relating to detect fraud 

in an audit of financial statements. Identifying and assessing the risks 

of material misstatement.  

Source: Developed by the researcher for the purpose of this study based on the ISAs which are issued 

by International Auditing and Assurance Standards Board (IAASB, 2011)
2
.    

Arguments concerning the audit quality draw the attention of the regulators through emphasising on 

performing effective audit service which can be influence through interacting with ICGM. To 

                                                 
2
   IAASB: https://www.iaasb.org/clarity-center/clarified-standards 
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conclude, ISA states that when the external auditors rely on particular evidence of ICGM work and 

these ISA allow the external auditors to interact with the ICGM, however, they should document the 

audit evidence reached concerning the assessment of the adequacy of the work of the ICGMs. 

Therefore, the external auditors can use the work of ICGMs but they have to assess the competency 

and independence of ICGMs and follow the audit procedures and documentations in performing that. 

These auditing standards aid this study to build the conceptual relationship between the variables and 

support the research arguments as well as connect the empirical evidence with the Jordanian context.     

2.4 Jordanian Corporate Governance Code - Internal and External Governance 

Mechanisms  

It is worth mentioning that both developing and developed countries are interested in improving 

corporate governance practice and they are concerned to issue an effective corporate governance code 

because better policies and rules are linked to standards of living and social security responsibilities 

for the respective stakeholders. Each country has followed a distinctive approach to address and solve 

scandals’ reasons; some of countries issued legislation and code in order to ensure the implementation 

of different measures for the monitoring process in the company. For example, the United Kingdom 

issued code called the Cadbury Report and Sarbanes Oxley Act in the United States (Bhagat and 

Bolton, 2009; Adeyemi et al., 2012). Most of these countries are concerned about corporate 

governance improvement more especially after corporate scams, audit failures and financial crisis 

(Brown and Caylor, 2006; Gregory 2004, Managena and chamise 2008). A similar situation occurred 

in Jordan where the Jordanian legislature paid attention to corporate governance issues especially in 

the recent years after several corporate governance scandals (Shanikat and Abbadi, 2011). Thus, the 

JSC focused on issuing principles and standards of corporate governance to improve the national 

economy and corporate governance framework. It went further in 2006 to issue the JCGC (Marashdeh, 

2014).  

Corporate governance includes internal mechanisms (e.g. internal audit and board of directors) (Weir 

et al., 2002; Filatotchev and Nakajima, 2010) and external mechanisms (e.g. external audit), each 

mechanism has different task (Makni et al., 2012). The EAQ is a viable external mechanism to 
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improve the quality of corporate governance structure in the company besides the internal mechanism 

of corporate governance (Zanani et al., 2008). According to Beisland et al. (2015) auditing is one of 

the CGM. Moreover, based on agency theory, independent audit is considered as monitoring and 

checking mechanism (Jensen and Meckling, 1976).  

There are several regulations and standards for example JCGC and companies laws have focused on 

the role of board and it is subcommittees as main internal governance mechanisms, the Code focused 

on the monitoring and evaluating role of the board in order to prevent mismanagement and fraud.  The 

board of director considers one of the best tools to control and monitor management activities; it 

protects the capital invested in the company from management’s misuse for company resources.   

According to  agency theory, there is a need to employ various techniques in order to solve the agency 

problem, information asymmetry and conflict of interest between managers and shareholders (Watts 

and Zimmerman, 1983). Thus, increasing the conflict of interest coupled with information asymmetry 

lead to hiring external auditors as independent party (Mahdavi et al., 2011; Niskanen et al., 2011).  

Agency model also suggests external audit that is established to reduce problems which are connected 

with agency relationships including information asymmetry and opportunistic behaviour (Weir et al., 

2002; Adelegan, 2005). The previous empirical evidence in the corporate governance area proposes 

internal and external mechanisms order to deal with these problems (Filatotchev and Nakajima, 2010), 

as explained in details in chapter three.      

In the Jordanian context, the first requirement of the framework of governance-code was introduced 

by Company Law of 1997, later in 2006 JCGC and it is updated 2012 was enacted by JSC, in order to 

control and improve the business transactions especially for those public shareholding companies are 

trading in the ASE (Sharar, 2006;Ahid and Augustine, 2012) (Sharar, 2006). The JCGC, (2006) 

highlighted the significance of the role of audit committee, internal audit, board of directors and 

external audit as main monitoring mechanisms to ensure high quality of financial reporting and 

auditor’s reports, the code recommends the member of the board or audit committee should have 

accounting or economic qualifications and experience to improve the quality of the negotiation and the 
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quality of their decision and the member should have professional certificate in accounting related 

fields (Sharar, 2006). 

It can be clearly seen that the governance code concerns the role of the external auditor and it can be 

seen that the obvious explanation of the significance of the external audit is in supporting credibility 

and reliability to the financial reporting system. Regarding the Jordanian governance code which 

incorporates external auditor tasks, these tasks include monitoring duties on the business operations 

and verifying tasks (JCGC, 2012). According to Jordanian code, the boards are anticipated to offer 

advisory and monitoring duties to the companies. In addition, the Jordanian code states that the board 

must establish company’s policy and offers strategic guidance, as well as guarantee that other 

mechanisms are performing their duties properly such as external audit. Furthermore, according to the 

code recommendation and principle the board of director is responsible to ensure the financial 

reporting reliability and the independent of external auditor. Further, the governance code principles 

regarding the board responsibilities emphasises on that the board play important role in ensuring the 

quality of financial reporting. 

The code states clearly that audit committee should submit all its recommendations regarding the work 

of external auditors, involving their reservations, observations, findings and the managements 

responses to these points to the board of director (JCGC, 2008). Moreover, The JCGC (2008) 

principles emphasize those independent directors to act to protect the investments of the shareholders 

because there is no conflict of interest and these directors are control and monitor management and 

auditor action. 

Furthermore, from the economic perspective, the Jordanian code is designed to improve the local 

economy, protect shareholders’ investment and enhance monitoring processes. The code relies on 

international corporate governance rules, with the particular emphases on the standards issued by the 

OECD; the JCGC was also affected by the Cadbury Report (1992), for instance the recommendations 

of JCGC are consistent with Cadbury Report (1992) and the UK combined Code of Corporate 

Governance (1998). Similarly the USA legislations in particular SOX has been affected JCGC 
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principles, the Code depends on the “Comply-or-Explain” rule (JCGC, 2006). The “Comply-or-

Explain” rule means that all companies have to comply with the provisions of this code, however, if 

they are incapable of fulfilling it for any reason, they should clarify why (Marashdeh, 2014). 

Regarding the code of corporate governance in Jordan, there are some of laws, principles and 

legislations which relevant to governance principles. These principles are derived from legislation;  

”mainly those laws include the securities laws and related regulations, the companies laws, law of 

competition and monopoly, law of investment promotion and law of privatisation, and the 

international principles” (JCGC, 2006: p.3) Figure 2.1 illustrates the main laws that derived the 

JCGC principles. Jordan is classified as a code law country, the companies laws organized and 

regulated the Jordan capital market in conformity with ISA and IFRS (Al-Akra et al., 2009) 

Figure 3: The main governance laws 

 

Source: Adapted from Al-Akra et al., 2009.  

The governance code is derived from these laws for improving the actions for effective corporate 

governance practices because these legislations may have a direct effect on the Jordanian economy. 

Therefore, it is essential for companies to follow these regulations. 

Recently, the auditing profession has witnessed a great expansion; this can be illustrated in the 

increase in number of licensed offices in Jordan (Al-Farah et al., 2015). The main reason for this 

expansion is that a number of commercial companies and organizations working in various countries 
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including Jordan are working under a system and agreement that require providing audited accounts 

from licensed auditing offices (Obaidat, 2007; Al-Farah et al., 2015). 

The previous studies on corporate governance mechanisms are somewhat ambiguous and offered 

mixed findings on the relation among governance mechanisms (Becher and Frye, 2011). Some studies 

claim substitution hypothesis among governance techniques (Ho and Hutchinson, 2010; Abbass and 

Aleqab, 2013). However, other studies propose the complementary proposition among governance 

techniques (Hay et al., 2008). Since the external auditor is predicated on assessing the internal audit 

function and internal control framework before determining reliance on their work, there are two 

points of views substitution and complementary seek to examine the relationship between internal and 

external mechanisms (Mat Zain et al., 2015). In other words, the substitution point of view claims that 

increases in the level of internal mechanisms lead to reduce the level of external mechanisms because 

one type of governance mechanism will substitute for another. For example, from a substitution point 

of view, better quality of internal techniques is anticipated to reduce external audit activities. In 

contrast, according to complementary hypothesis, it is assumed that there is a positive relationship 

between internal audit and external audit, the presence of   internal audit function indications a greater 

commitment by the firm to stronger corporate governance and willingness to pay more for higher 

quality of external audit and thus enhance AQ (Hay et al., 2008). 

Moreover, the Code focused on the importance board and audit committee as main cornerstone for 

corporate governance system on improving the financial reporting quality. Practically, the Jordanian 

board of director is the responsible body for appointing or firing the external auditor and then will 

empower and give the authority to the to the audit committee and this committee is part of board and 

the board of director should approve and confirm the audit committee decision and even some 

companies do not have audit committee, thus, the final decision is taken by the board. The JCGC 

(2012) sets some recommendations for board of director responsibilities which are ensuring the 

reliability financial report and financial system and confirm the external auditor is performing their 

duties properly and effectively and ensure the independent of the external auditor. The Jordanian 

corporate governance code encompasses four main areas related to shareholder rights, board 
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composition and responsibilities, ownership structure and auditing and accountability. Table 3 

summarizes the mechanisms of the Jordanian corporate governance code for the purpose of this study. 

Table 3: Summary of the mechanisms of Jordanian corporate governance code 

Mechanisms Corporate code 

of conduct 

Appointing body  Authority- the main responsibilities  

Boards of 

directors 

“Every company 

must have a 

board of 

directors”. 

The shareholders 

choose board 

members during the 

general assembly 

meetings,  

-Monitoring role over the financial reporting system 

and other governance mechanisms”. Companies are 

run by the board of director,     

- Taking necessary measures to ensure compliance 

with the laws in force, 

- Preparing financial reports that reflect company's 

activities, including financial statements for each 

period in accordance with the laws in force, 

- Setting the company’s disclosure and transparency 

policy, and monitoring its application, 

- Setting control procedures over different business 

cycles.  

Internal audit   “Companies 

should consider 

building an 

internal audit 

with qualified 

and skilled 

staff”. 

The audit 

committee has to 

appoint the internal 

auditor. 

Examining and reviewing role over the financial 

reporting system and control procedures,  

-  The internal auditor should review operational and 

administrative matters in the company,  

- Checking the control procedures and having access to 

the firms’ documents and records,  

- Interacting regularly with other governance bodies 

(e.g audit committee and external auditor),   

Audit 

committee 

“The board of 

director should 

establish an 

audit 

committee” 

Board of director 

establish 

Audit committee. 

- Checking disclosure level, control procedures and 

financial reporting process   

- Examining of management performance and financial 

statements. 

- Supporting monitoring system and improve 

accountability  

- Discussing issues that associated with the external 

auditor work. 

External 

audit 

“The 

shareholders 

should appoint 

external auditor 

during their 

annual general 

meeting”. 

 

The general 

assembly shall 

select one or more 

licensed auditor to 

conduct an external 

audit activities of 

the company.  

“Independent assurance over the financial reporting 

system and control procedures”  

-Checking the client activities and transactions”   

- The auditors are responsible to report to the board or 

audit committee any identified fraud or serious doubts 

of scandals, and they are subjected.    

- Shareholders select the auditor based on the 

recommendations form the boards. Monitoring the 

company’s operations. 
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Source: Developed by the researcher based on the (JCGC, 2012). 
3
 

The JCGC principles regarding board of director, external auditor, internal auditor and audit 

committee are written based on international principles and codes and they are issued considering 

specifically SOX in the USA and the UK combined Code of Corporate Governance (2003). For 

example, principles regarding audit committees are related to the principles section 301 of SOX and 

principles of Cadbury Report (1992) in the UK, and the principles regarding board of director’s 

characteristics are related to section 101 of SOX and the UK combined Code of Corporate Governance 

(1998). Recent developments in corporate governance regulations and standards put the external 

auditor and other governance bodies under the legal and professional accountability for the subsequent 

results for their actions which performed for the company, this force them to perform due professional 

care with their utmost work to produce high quality. Therefore, the main aims for the Jordanian code 

principles are protecting investors, promoting a transparency and solving conflict of interest through 

employing some monitoring mechanisms, board monitoring role such as internal and external audits 

(JCGC, 2006). The Jordanian corporate governance framework has been established in view of agency 

problem issues. These principles of JCGC aid this study to build the conceptual relationships between 

the variables and support the research arguments as well as connect the empirical evidence with the 

Jordanian context.   

2.5 The Litigation Risk and Auditors’ Responsibilities  

Pursuant to Jordanian governance regulations and auditing standards, external auditors are certainly 

accountable for failing to accomplish their responsibilities and there are some legal actions faced by 

external auditors in Jordan that can be taken in the case of audit failure. In addition, the litigation risk 

faced by external auditors in Jordan is an important determinant of the quality of auditors' report. The 

litigation risk is associated mainly with the auditors’ responsibilities in case of the audit failure as the 

audit report should state the auditor’s opinion about the financial position of the company and it 

should reflect the reality of the current financial position of the company, in case the audit report is not 

                                                 
3
Jordan Securities Commission (2012). Corporate Governance Code for Shareholding Companies Listed on the 
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reliable or doesn’t reflect the true and fair view of the financial position, the auditors are accountable 

for the shareholders about the reliability of their report (Venkataraman et al., 2005). Thus, one of the 

key consequences of the audit failure is the litigation against the auditor (Sun and Liu, 2011); as the 

audit failure happens because of the auditors fail to discover any misleading information and any 

scandals before happening as explained earlier in details in section 1.1 and 1.3.   

Thus, EAQ allows avoiding the audit failure and reduce the risk that is connected with litigation 

(Venkataraman et al., 2005; Sun and Liu, 2011); the audit plays a significant role in protecting the 

investor from fraud and scandals (Francis, 2004, Newman et al., 2005). Outright audit failures are 

difficult to highlight with certainty but can be inferred from different sources including business 

failures and auditor litigation, as the main evidence of audit failure can create possibly important 

litigation risk for auditors (Feng and Fei, 2002; Honigsberg et al., 2017). These prohibitions and 

litigations identify the auditor the most vital monitoring bodies in checking the firms’ financial 

positions and transactions.  

There are various standards and legislations that identified the duties of the auditors towards the 

company and its shareholders; for example, the Jordanian companies’ laws and accountancy laws. The 

Jordanian companies’ laws No. 22 of 1997
4
, highlighted and discussed auditors’ responsibilities and 

importance of their substantial role in checking the company’s financial position and it’s going 

concern ability. Specifically, articles No. 192-203 for example, legislation No. 201 states that the 

auditor is accountable for compensating the company and it’s shareholders for any failure and 

shortcoming in auditing; it focuses on the responsibilities of the external auditors especially in the case 

of joint audit, as all auditors who are involved in auditing one company should be jointly liable in 

accordance with the provisions of these articles.           

Conforming to the Jordanian legislations, the Jordanian external auditors have the responsibility of 

offering opinion about the reliability of the financial report that they audit, as the companies laws and 

the auditor in their report stated clearly the auditors should express explicitly their responsibilities for 

                                                 
4
 The Companies Law: https://www.wipo.int/edocs/lexdocs/laws/en/jo/jo057en.pdf  
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evaluating the going concern, identifying and assessing the risk of material misstatement of the 

financial statements. Specifically, as stated in the auditing standards (e.g. ISA 240) the auditors bear 

the responsibility for the risk of not discovering a substantial misstatement resulting from fraud, which 

may include misrepresentations, conspiracy, deliberate omissions, falsification or the override of 

internal control.   

In statement No. 193
5
 highlighted the main duties of the auditor in terms of checking the reliability of 

the financial reports, protecting shareholders interest from misleading information and 

mismanagement through offering a reasonable assurance. Further, Law No. 73 of 2003 on organizing 

the practice of public accounting profession (Accountancy law, 2003), specifically, articles No. 43 and 

44 highlighted the litigation risk. The external auditors play a vital role in providing independent and 

reliable opinion about the faithfulness of the financial reports, in the case of company collapse or 

fraud, the external auditor bear the full responsibilities for not discovering and reporting these scandals 

to the shareholders (Nigel and Fedapo, 2018). 

Furthermore, article No.280 highlights that the penalty of the auditor violating the provisions of the 

law; this law offers general guidelines for the external auditors regarding an auditor who violates the 

provisions of the law by submitting report or statement incompatible with the real position of the 

company which he/she audited, shall be deemed to have committed a crime, and shall be penalized 

therefore by imprisonment for a period not less than six months and not more than three years, by a 

fine of not less than one thousand Dinars or by both penalties, and that shall not preclude subjecting 

him to the penalties provided for under the auditing profession laws in force. It is also worth 

mentioning this article highlights that the auditors are subject to penalties from the audit profession 

laws and from audit governance bodies for example JACPA with these penalties that stated in the 

company laws.  

The external auditors must assess the company’s current financial positions and it’s future prospects 

(Guy and Carmichael, 2002). In the context of Jordan, JACPA focuses mainly on these responsibilities 
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through establishing independent committees to monitor the external auditor performance and ensure 

that they perform their responsibilities appropriately and effectively, specifically the JACPA 

established the inspection committees and disciplinary committee
6
. Table 4 provides summary of the 

key articles in the Jordanian companies’ laws which are related to the studys’ relationships.     

Table 4: Summary of the Companies’ laws that deal with matters related to the auditors’ responsibilities and 

litigation risk 

The Companies Law No. 22 of 1997 and its amendments 

The provision of this legislation  

The original 

article 

number 

The article themes  The main requirements and relevancy  

Article/Law 

No.280 

The penalties of the 

external auditor in 

violating the provisions 

of the law- legal 

accountability  

 

- This article highlights the penalties that the auditors bear on a case of 

failure. It states that the auditors who violets the principles of the company 

laws through issuing a report that presents a wrong picture of the real 

financial position of the firm the auditor is subjected to penalties which are 

imprisonment for minimum six months and a fine of minimum one 

thousand Jordanian dinar, this fine may goes up to 10,000 Jordanian dinar.  

- This law also highlights the consequences of violating the provision of 

this law by the auditor and different penalties in related to different kind of 

breaching this law, 

Article/Law 

No. 201  

Compensation of the 

firm and 

 it is shareholders by the 

auditors for their faults - 

Joint audit  case   

  

- This article offers guidelines regarding the compensation of the firm by 

the auditor in committed any mistakes. Specifically, the auditor is 

accountable for compensating the shareholders and other financial users of 

the firms that they audit for any damage or harm that they incurred as a 

result of the auditor mistakes or the auditor failed in fulfilling their duties in 

accordance to this law and auditing standards.  

The dismissed of any civil liability sue should not exceed a time frame of 

three years from the date of the company general assembly meeting where 

audit report is presented.  

- Further, this law designates that the auditors should compensate the 

company by the auditors for their errors - Joint audit This article offers 

guidelines for the external auditors regarding that the auditor is accountable 

for compensating the company by for any failure in auditing, it focuses on 

the responsibilities of the auditor especially in a case on joint audit, as all 

the auditors who are involved in auditing one company should be jointly 

liable in accordance of the provisions of this articles.       

Article/Law 

No.  200 

Notifying the auditor of 

any violation committed 

by the firm 

- This law highlights the importance of the auditor being aware about 

violating the provision of this law by the company and different kind of 

breaching this law. 

- This article states that the violation and at the same the auditor should 

notify the company and it is board of nay breaches that they find during the 
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audit service, however, these violations should be dealt as secrets 

information till they decided upon them.  

- This article emphasis on notifying the auditor of any Company violation. 

The auditors should be aware about any violations that committed by the 

company to the regulations of this law, as the auditor should disclose as 

soon as they detect or become aware of these violations.   

Article/Law 

No. 202 

Prohibition of the 

auditor to disclose firm 

and confidential 

information secrets  

  

- This article highlights the prohibition matters that the auditors should not 

disclose to the outsider. The auditor should disclose the main results of the 

audit with transparency; however, the auditor should not disclose any 

company secrets that beyond the auditor responsibilities and the law’s 

requirements.   

- It states that the auditor must disclose to the shareholders the main results 

of the audit process. However, they should not disclose the company 

secrets.  

Article/Law 

No. 203 

Prohibition of the 

external auditor to 

speculate over the firm 

shares 

- This article highlights the auditors should be banned from speculating the 

shares of the firm that they audit. Otherwise; the auditors shall be penalized 

by dismissal from their position as Company's auditor, and shall be 

requested to compensate for any damage that auditors have caused as a 

result of their violation of the provisions of this Article.  

Article/Law 

No. 192 

Firms obliged to choose 

an auditor  

- This article offers general guidelines concerning the company and it is 

shareholders obliged select one or more licensed external auditors from 

amongst licensed auditors for one renewable year, and shall determine their 

remuneration or authorize the board of directors to determine such 

remuneration.  

The shareholders should choose the auditors and authorize the board to 

identify the remunerations and fees for the auditors.  

Article/Law 

No.   193 

Auditors’ 

responsibilities  

 

 

- This law offers guidelines regarding the main responsibilities of the 

auditor. It describes how the independent auditor can build the audit 

procedures to collect high quality evidence and check the company 

accounts and transactions. The auditors should fulfill these responsibilities.  

- This legislation offers guidelines regarding the main responsibilities of 

the auditor. It describes the process how to audit company’s’ accounts in 

accordance with recognized auditing rules.    

Thus, this law highlights the main responsibilities of the auditors in terms 

of monitoring the company operation. The revision of financial statements.          

 

Article/Law 

No. 195 

Contents of the 

auditor’s report 

- This standard highlights the importance of documentation process of the 

audit in performing high quality audit service. This article identifies the 

main content of the auditor. This law highlights the main components that 

should be included in the auditor report, as the auditor should be reported 

the main findings of the audit process, the auditor report should include the 

main auditing procedures that should flowed by the auditor to collect by 

the. It should include the violations if any,        

- The auditor’s report should contain the main the results that related to 

audit the financial position of the company, financial transactions and 
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accounts and to what extent the firm maintain organized accounts and 

documents.  

Article/Law 

No. 196 

Auditor’s 

recommendation to 

reject the board of 

directors’ financial 

reports 

- This article identifies auditor’s attendance of the general assembly 

meeting. This article highlights the importance of the attendance of the 

auditor the meeting with the shareholders.   

The Company's Board of Directors shall provide the auditor with a copy of 

the reports and statements which the Board sends to the shareholders 

including the invitation for attending the meetings of the Company General 

Assembly, and the auditor or his representative shall attend that meeting. 

- This law highlights the main reasons that the auditor can reject financial 

reports which are prepared by board of director.  

Article/Law 

No. 197 

Acts that the auditor is 

prohibited from carrying 

out towards public 

shareholding companies  

 

   

The auditors should not have any relationships with the company, for 

example they cannot have shares in the company that they audit in order to 

avoid any conflict of interest as this might influence the independence of 

the auditors.  

This law highlights the main acts that the auditors are prohibited from 

carrying out towards the client,  

The auditors should not have any relationships with the client in a form of 

investments or being a member of the board in the firm that they audit in 

order to avoid conflict of interest.  

Article/Law 

No. 198 

Auditor’s attendance of 

the general assembly 

meeting 

- This article highlights the  importance of the attendance of the auditor of 

the meeting with the shareholders  

The Company's Board of Directors shall provide the auditor with a copy of 

the reports and statements which the Board sends to the shareholders 

including the invitation for attending the meeting, and the auditor shall 

attend that meeting. 

- This law highlights the importance of auditor attendee the general 

meeting with the shareholders to answer any questions and solve any 

concern that the shareholders have, as the auditors are considered the 

representative of the shareholders.  

Source: Developed by the researcher for the purpose of this study based on the Companies Law No. 22 

of 1997 and its amendments. The provision of this legislation 

 

These articles designate that the external auditor should follow the provisions of this laws, these 

legislations also request that the auditor’s report should clearly state their responsibilities and opinion. 

They are accountable to comply with this law. Otherwise, they must be requested to compensate the 

damages and any action in violation of the provisions of this law should be considered void. The 

shareholders have the right for proceedings actions in a case of the auditor failed in complying with 

the provisions of this law. Further, according to auditing standards (e.g. ISA 240) the external auditors 

are subjected and accountable for the shareholders based on the companies’ laws in the case of failing 
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in achieving their obligations in offering a reliable auditor report is a significant incentive for the 

auditor to be honest, auditors are accountable to the shareholders and financial report users.    

2.6 Chapter Summary  

This chapter allowed contextualising the research and provide data about the Jordanian context in 

relation to the audit and governance regulations and related governance bodies; this helped the 

researcher to align different components of the research together, including theoretical framework, 

data collection instruments with the context. This chapter also has provided an overview about the 

developmental of the Jordanian corporate business environment. There are different laws and 

regulations have been issued by the Jordanian regulators in order to organise the audit profession and 

corporate governance in Jordan.  

This helped the study to employ the mechanisms and measurements that fit the context; then this 

research intends to get an understanding concerning the role of ICGMs in improving EAQ. This 

chapter has endeavoured to offer evidence concerning governance rules and to explain how the 

Jordanian regulators has attempted to develop the monitoring environment in Jordan as they have paid 

attention to the improvement of the corporate governance in Jordan.  

It reviewed and discussed the Jordanian economic environment and different economic regulations 

and bodies; this allowed understanding the Jordanian context and provides justifications about the 

importance and motivation of this study, since the Jordanian regulators paid attention to these issues 

by implementing some regulations and establishing some monitoring bodies. It also summarised the 

JCGC in order to explain and present the most important aspects of the Jordanian corporate 

governance system and the role of ICGMs and EAQ in improving the Jordanian business environment. 

The research was mainly motivated by several finance scandals in the recent years.   

As explained in this section, Jordan follow and apply international standards and principles that related 

to the audit and corporate code because Jordan is interested in protecting and attracting the investors, 

in this case adopting international standards and implementing a series of reforms and legislations to 

support the investor’s confidence in the regulatory framework and economic environment. Thereby, 
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the Jordanian economy witnessed improvements in recent years by reforms a series of legislations and 

establishing some agencies such as JACPA, SEC and JCGC. All of these actions have assisted in 

improving the accountability and transparency in the Jordanian business environment. Consequently, 

this study attempts to investigate influence of the ICGMs on some aspects of EAQ after these scandals 

and the attempts from the regulators to improve the monitoring process over financial reporting.  The 

following chapter discusses the theoretical framework of corporate governance system and models of 

corporate governance.  
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  3  Theoretical Framework and Corporate Governance system 

 

3.1 Introduction  

This chapter explains and builds a theoretical framework which suited to the context of Jordan and 

based on the agency theory perspective as well as concerning the empirical relationship between 

ICGMs and EAQ. The main argument that established in the literature is based on the agency theory 

perspective and describes the demand for different levels of EAQ; it also describes the main theories 

and models of the corporate governance. This section provides the justification for the adoption of 

agency theory as a framework for this research. Further, this study tests whether agency theory can be 

served as a framework for explaining which mechanisms are really important for improving EAQ, as 

the theory can be employed to predict how some factors affect the phenomena (Creswell, 2013).  

Thus, this study employs agency theory perspectives as theoretical framework in order to understand 

the empirical relationships between research variables and this chapter explains the justification of the 

employing this theoretical framework. The agency theory focuses on protecting the shareholders 

interest and preventing scandals through employing some monitoring mechanisms in order to reducing 

the agency problems which lead to protect the shareholders wealth, as explained in details in this 

chapter.    

3.2 Overview of the Corporate Governance Framework  

Adam Smith (1976) explained the managerial relationship with shareholders by providing the concept 

of division of control and ownership in corporations in his landmark work ‘The Wealth of Nations,’ 

this separation led to a conflict of interest between managers and shareholders. Jensen and Meckling 

(1976) theorised this divisional relationship between agent and their principles, this division of control 

and ownership is necessitated by the shareholders inability to run business operations in corporation, 

therefore, they assign this job to professionals who could manage the affair of corporation in an 

effective manner in the competitive corporate world. This division afford opportunities to managers in 
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proffer their private interests by ignoring the interests of the shareholders, therefore, in this context of 

managerial opportunistic behaviour; they suggest there needs to be effective monitoring system to 

control managerial opportunism. Tricker (2000), stated that the theoretical investigation of this 

problem is relatively new and that the concept of corporate mechanisms has been experienced for long 

time. Due to this, recent literature has focused on the importance of corporate governance in the 

monitoring process in the companies (Cohen et al., 2002).  

Furthermore, according to Pye (2000), concepts such as ‘shareholder wealth’ and ‘corporate 

governance practice’ were missing in academic literature in the mid-1980s, as individuals run their 

companies simply with no moral and productive challenges. Recently, interest in governance 

developed rapidly among researchers and other stakeholders. For example, owners and their 

companies experienced challenges in raising funds and were beset by more economically challenging 

times (Vinten, 1998). Shleifer and Vishny (1997) views corporate governance as controlling ways 

which investors use to assure themselves of earning revenue on their investment”, which means the 

providers of funding use governance mechanisms in order to guarantee that they will get a profit on 

their asset.  

Moreover, the concept of corporate governance is undoubtedly associated with public listed 

companies, as the separation of ownership from management and consequently emerging agency 

conflicts are apparent (Thrikawala, 2016), as managing companies and considering the most 

appropriate structure to apply in order to achieve an ideal distribution of assets is as old as the 

historical backdrop of businesses (Freeman and Reed, 1983). Similarly, shareholders and other related 

parties, such as creditors still recognise that the quality and conduct of corporate structure is 

inadequate because of recent scandals, which could connect to the failure of corporate monitoring 

mechanisms. As a consequence of the scandals, new governance regulations and principles have been 

presented by legislator lawmakers worldwide.  

It is worth mentioning that different countries have set codes regarding best practice as rules and 

regulations to prevent the failure of governance mechanisms that caused the failure of corporations. 
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For example: Sarbanes Oxley in the United States, the Cadbury Report that was created in the United 

Kingdom, and corporate governance Code in Jordan. The fundamental objective of these regulations is 

to enhance governance structure and monitoring system within organisations (Hart, 1995; Bhagat and 

Bolton, 2009; Rambajan, 2013). Similarly, in Jordan JCGC was issued in 2006.  

Furthermore, the worldwide financial scams and crises in large organisations highlighted the 

significance of having a more extensive comprehension of corporate governance and its effect on the 

EAQ (Beisland et al., 2015). In recent years, improving corporate governance guidelines and 

principles has become a significant issue in relation to global economies (Karaibrahimoglu, 2013; 

Beisland et al., 2015). It is supposed based on the previous empirical findings and the JCGC principles 

that companies select their own level of EAQ service through their choice of the external auditor and 

through the interaction with them during process of auditing (Beisland et al., 2015; Kikhia, 2014). 

This is because external audit is considered one of the main monitoring mechanisms and a lot of the 

stakeholders rely on the external auditors’ report to make their decisions (Eng and Johansson, 2016). 

To date, there is lacking of practical studies that investigate the relationship between ICGMs and EAQ 

through employing mixed methods more especially in Jordan, as discussed and explained earlier. 

Effective governance practice is considered an essential factor for improving the level of control in the 

business environment (Cohen et al., 2002). Based on the agency theory, there is a need to employ 

various techniques in order to improve governance structure and solve the agency problems (Watts 

and Zimmerman, 1983; Akinteye et al., 2015).  

3.3 The Demand and Importance of External Audit Quality  

The importance of the monitoring role of the external audit in the business control environment was 

highlighted by the previous studies (Geiger and Rama, 2003; Hor, 2008). The audit literature indicated 

that audit services are conducted for different reasons and the companies need to audit their financial 

reports, thus they hire auditor to improve the quality and trustworthiness of financial reports (Falk and 

Lally, 1998; Reed et al., 2000). Furthermore, according to Benston (1985), the need and importance of 

auditing emerges from various sources, the first source is pressure from stakeholders; after the 

separation of ownership and management, shareholders need to ensure the managers perform their 
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duties to protect the shareholders investments. Moreover, these companies are forced to audit their 

financial transactions to guarantee compliance with the regulations and requirements (Willekens and 

Simunic, 2007). According to Watts and Zimmerman (1986) the audit service is vital because it 

decreases agency costs through preventing administrative opportunistic behaviour and confirming a 

firm’s financial reports.  

Governance mechanisms are more important in some countries with weak shareholders protection 

(Ben-Hassoun et al., 2018). Moreover, Pike (2003) argues that information asymmetry is one of the 

primary reasons for demanding an audit service, which is an argument supported by the history of the 

development of auditing (Almutairi et al., 2009), where audit quality reduces this problem through 

ensuring full disclosure. Such a procedure is both valuable to the shareholders and managers alike, 

given that it makes managers’ activities transparent and helps to protect shareholders’ investments. 

Furthermore, the monitoring tools and controlling activities which are performed by external auditor 

led to decreasing and overcoming the information asymmetry problems, improving transparency and 

reducing the conflict of interest between principals and agent (Subramaniam, 2006). Confirming to 

agency theory, independent audit play a vital part in the financial market, the independent auditor as a 

third party helps to relieve the agency problem by providing reasonable assurance of the financial 

reports are prepared fairly and truthfully by auditing the company’s financial report (Mahdavi et al., 

2011). 

The important value of EAQ for several parties such as the investors in the capital market as it is the 

crucial foundation for making investment decisions through relying on audited financial statements in 

making their decisions. Audit quality supports financial reporting quality and enables investors to rely 

on the auditor’s independent checking of financial reports (Gaynor, 2016; Shahzad et al., 2018). The 

economic decision of the investors would influence by the auditor opinion, in this case the work 

performed by the auditor should be reliable and trustable. Thereby, high EAQ lead to improve 

investor’s confidence and protect shareholders. Further, the key purpose of the Jordanian code is to 

enhance the investor’s confidence in the quality of financial reporting system. 
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In addition, the shareholders need certain mechanisms, for instance an effective audit to secure against 

any mismanagement actions (Kassem and Higson, 2016). Therefore, an independent audit particularly 

aims to verify that companies’ economic and financial transactions reveal the real financial position. 

Recently, the Jordanian code imposed external audits as mandatory requirements for public listed 

companies (JCGC, 2006). Audit failure cases lead to increase the demand for EAQ, as the trust on the 

financial report and auditors’ report have been diminished (Chaney and Philipich, 2002; Elson and 

Gyves, 2003) .External auditor assurance helps to regain the confidence and reliability of the financial 

reporting (Hor, 2008). The relationship between the external auditor and shareholders brings with it 

similar concerns with respect to trust which lead to demand for EAQ (Reed et al., 2000) as the trust in 

the auditor reports has been impaired after these scandals (Niskanen et al., 2011). Based on the JCGC 

(2008) the shareholders appoint external auditor based on the recommendation from the board of 

director,  however, in the Jordanian context the boards of director is the main body that effect on the 

decision of choosing external auditor.  

According to the agency theory, independent audit plays a vital part in the financial market; as a third 

party helps to relieve the agency problem by providing reasonable assurance about the reliability of 

the companies’ transactions (Wallace and Ross, 1980). Since, the agency problems arise due to the 

separation of ownership from management; this requires external auditors as a solution for this 

problem (Mahdavi et al., 2011).  According to agency theory, the EAQ is considered one of the best 

tools to check and monitor management activities; it protects the capital invested in the company from 

management’s misuse for company resources (Bathala and Rao, 1995). Moreover, through the 

activities internal auditors carry out, internal auditors increase the validity and fairness, and improve 

the behaviors of employees who are working at these companies and reduce the risks of managerial 

and financial corruption (Felix Jr and Gramling, 2001). These roles for audit committee and board are 

supported by other authors pointing out that effective ICGM help firms to avoid corporate failure and 

managerial fraud, and in turn help the external auditing process (Lee et al., 2004; Turley and Zaman, 

2004). In order to apply the requests of the board, the audit committees discuss issues relevant to the 

nomination and evaluation of the auditors and provide recommendation to the board based on their 
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assessments to the external audit. Therefore, agency theory attempts to monitor the external agents’ 

motivations by these mechanisms.  

Thus, the current business environment requires achieving EAQ, mainly because recent scandals and 

audit failure which influence the interest of financial report users (e.g. shareholders and stockholders). 

Thus, they need full disclosure, transparency and relevant information in order to make their economic 

decisions. The main role of the auditors is to offer to these users assurance regarding the accuracy and 

faithfulness of the financial reports. Further, the EAQ depends on the assurance level that given by the 

auditor to the shareholders and other financial users concerning the financial positions of the company. 

The traditional role of the audit is changed mainly because of the recent corporate scandals, the key 

responsibilities of the auditors are more about discovering and preventing unauthorised use of the 

company’s’ resources.    

3.4 Prominent Theories of Corporate Governance and Their Implications  

Various theories have been employed as a part of the literature to clarify and describe the practice of 

corporate governance. Specific theories offer a pertinent and appropriate structure to clarify and 

describe the impact of corporate governance practice. These theories may be more suitable and 

applicable to certain contexts than others and can shift from country to country (Aguilera and Cuervo‐

Cazurra, 2009).  

Corporate governance literature demonstrates that there are several theories in corporate governance, 

as various theories have been employed in the literature and began with agency theory, stewardship 

theory and stakeholders (Tricker, 2015). These theories address the reasons and significance of the 

governance mechanisms, such as the establishment and composition of external audit, board of 

director and internal audits. Besides, each theory attempts to solve agency problems and deals with 

corporate practice in different ways from different perspectives (Letting et al., 2012). It should be 

mentioned that corporate governance literature demonstrates that the fundamental theories in corporate 

governance started from agency theory. Therefore, shareholders appoint the manager to manage their 

investments (Shi et al., 2016). Agency theory only focuses on shareholders’ interests; however, these 

theories focus on creditors and other stakeholders. Based on this theory, the management as required 

to focus on shareholders’ interests (Davis et al., 1997; Clarke, 2004). As indicated by stewardship 

theory, society anticipates that enterprises will act in a way which is useful in relation to their 
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economic and social roles. Institutional theory is designed to improve management and accounting 

practice. Additionally, Mallin (2007), who is interested in corporate structure literature highlighted 

that potential theories influence corporate practice, including institutional, agency and stakeholders. 

Table 5 provides an overview of the main corporate governance theories and the main differences 

between them in terms of the main objective, the key assumption for each theory and other main 

characteristics.  

Table 5: Summary of main theories and models of corporate governance and audit: Key Differences 

Theory 

 

Comparisons 

1.Agency Theory 2.Stakeholder Theory  3.Stewardship 

Theory 

4.Institutional 

Theory 

A. Objective -  

some Practical 

applications- 

Implications  

Maximizing shareholder 

wealth and minimize agency 

cost - Offers a framework to 

understand auditing practice 

and CGM system and the 

association between them 

(Watts and Zimmerman, 

1983; (Cohen et al., 2002). 

(Nikkinen and Sahlström, 

2004) 

It is valuable in describing 

the immoral practices which 

harm investors, shareholders, 

governments and society 

(Culpan and Trussel; 2005).  

It enhances understanding of 

interactions between 

different parties.  

Presents a different 

model of 

management, where 

managers are 

considered good 

stewards who will act 

in the best interest of 

the owners-  

Maximize 

productivity  

Understandings these 

techniques as regulations 

which result from coercion 

by legislators to improve the 

effectiveness of  

organization which   effected 

by the institutional 

Environment.  Focusing on 

organisational behaviour 

(North, 1990; Brammer et 

al., 2012).  

B. Key components  Directors are agent of 

shareholders-  

- This study proposes the 

external auditor as   agent of 

shareholders.  

the role of agent covers 

further than the 

Shareholders  which might 

contain creditors, investors, 

suppliers, researchers, 

managers (Boyne et al., 

2002).  

They can act 

responsibly with 

independence and 

integrity- 

Shareholders 

interest- managerial 

empowerment  

Improve organizational 

effectiveness by using some 

legislations  and how 

organizational practices 

replicate social anticipations 

(Dillard et al., 2004)  

C. Explanations the 

role  and the basic 

assumption 

 

Monitoring role- protect 

shareholders interest.  

   

 

Coordination and conflict 

resolution.  Protect all 

stakeholders 

Managers perform 

their tasks properly 

and they protect the 

shareholders 

investments. 

It tends to indicate 

that managerial 

speculation and 

monitoring are 

important 

(Donaldson and 

Davis, 1991) 

It provides framework for 

investigating earnings 

management practices. 

The aim of this theory is to 

work on an economic 

phenomenon within its 

neighbouring situation such 

as social, religious and 
cultural, (Eisenhardt, 1989; 

Campbell, 2007). 

D. Focus of theory Conflict of interest- agency 

problem and monitoring 

roles  

  

Focusing on the all 

stakeholders’ rights and 

interest.     

Managers should be 

permitted to manage 

companies, given 

that they are suitable 

guardians of the 

resources and 

finances that have 

been placed in their 

trust (Muth and 

Donaldson, 1998)  

Social structure; including 

rules, culture and norms. 

Management practices. 

management studies 
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(Developed by the author, based on: Tricker, (1994); Shleifer & Vishny, (1997) 

In contrast with stewardship, agency theory mainly focuses on the conflict of interest between 

shareholders and management (Tricker and Tricker, 2015). Stewardship theory presents another model 

of management, where directors are measured moral agent who would perform in the best benefits of 

the shareholders. In addition, stakeholder theory has a wider view for different constituents of the 

society that influence by the company decision; the concept of this theory is associated with the social 

or economic role for the businesses. On the other hand, institutional theory aims to provide a 

framework for investigating earnings management practices. The theories are necessary for clarifying 

and observing corporate governance and auditing practices (Watts and Zimmerman, 1986).  

3.4.1 The Theory of Agency (Principal-agent relationships)  

Agency costs traces its origin back to Berle and Means’ model of separation of ownership from 

control. They presented this model which moved the administrative responsibilities to managers which 

gave rise to the conflict of interest problem between managers and the principals (Berle and Means 

1932). This separation leads to some problems such as potential conflict of interest and information 

asymmetry. In order to solve these problems, the concept of agency theory was introduced by Jensen 

and Meckling (1976). Agency theory emphasises the economic relationship under contract between 

principals (owners), managers (agents) and creditors in public shareholding companies, because the 

expansion of the enterprise size, especially in a publicly traded company, and separating ownership 

from management led these companies to ensure funding resources that relied mainly on money 

markets from shareholders (Jensen and Meckling, 1976).  

Corporate 

governance 

perspective 

Monitoring mechanisms for 

shareholders to monitor the 

performance   

It is valuable in describing 

the immoral practices which 

harm investors, shareholders, 

governments and society 

(Culpan and Trussel; 2005).   

Managers are 

considered good 

agent to manage 

shareholders 

investments. 

Value system within the firm 

defining the managerial 

goals. 

F. Author (s) Jensen and Meckling (1976) Freeman (1984) Davis, Schoorman 

and Donaldson 

(1997) 

(North, 1990)  
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This relationship between owner and agent has been organized and investigated by utilizing agency 

theory; this theory suggests employing some mechanisms in order to reduce information asymmetry 

(Fama and Jensen, 1983; Hart, 1995). In order to align the interest of shareholders and agents, improve 

the reliability of financial information, the shareholders employ various monitoring mechanisms 

(Mitnick, 2015; Shi et al., 2016). The shareholders hire external auditors as independent agents, the 

relationship between shareholders and external auditor leads to generate new issues related to the 

independence and quality of auditor report (Chow, 1982; Watkins et al., 2004). Moreover, the 

independence of the auditor from the board of director and management is one of the main elements 

that lead to provide high EAQ because the shareholders appoint external auditor as independent 

experts and the auditor offer an independent view about the reliability and creditability of financial 

report of the companies (Kassem and Higson, 2016). Table 6 provides an overview of the main aspects 

of agency theory. 

Table 6: Summary of the main aspects of agency theory. 

1. Objective Purpose and  Key idea Maximizing shareholder wealth and  

Minimizing agency cost and risk-bearing costs.  

2. Key components (unit of analysis) 

and Governance Structure. 

Contract between shareholders and manager, 

Manager is agent of shareholders. 

3. Explanations the Role  and the basic 

assumption Human 

Monitoring role - protect shareholders  

Self-interest, risk aversion 

4. Focus of Theory and Organizational 

                      Assumptions 

Best shareholders interest -  manager Self-

interest 

Information asymmetry between shareholders 

and manager  

             6. Author (s)  

 

The agency problem highlighted by Adam 

Smith then Jensen and Meckling (1976) 

recommend agency theory as solution. 

Sources: created by the author based on the (Eisenhardt, 1989; Jensen and Meckling, 1976). 

Due to information asymmetries between shareholders and corporate managers, the necessity of 

monitoring costs increases and structuring financial contracts becomes more complex; these may 

comprise additional costs such as the cost of preparing reliable accounting information and audits, 

manager remuneration and the cost of replacing executive managers and/or management team. 

Bonding costs are expenses paid by shareholders to agents instead of paying a high proportion of 
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monitoring costs, generally in the form of salary and bonuses (e.g. the cost of providing full 

information to shareholders regarding the company). These costs impact the agent’s efforts, ensuring 

they act in such a way that is not detrimental to shareholder interests. Even with monitoring and 

bonding costs, the convergence of the interests of managers and shareholders does still not occur. The 

cost of reducing the principals’ interest due to a mismatch of actions, and thereby boosting the self-

interest of the principal and the agent, is regarded as the residual loss. 

 

The separation of ownership and control creates appropriate opportunities for individual managers to 

participate in exploiting shareholder wealth. For instance, managers may increase their wealth by 

increasing compensation, bonuses or fraud, without cost-sharing. The earlier literature relating to 

ownership structure and corporate performance attempts to curb the agency problem in dispersed 

companies suffering from conflicts of interest between managers and shareholders. In light of this, 

Jensen and Meckling (1976) suggest that when managers own some firm stocks, this creates a greater 

manager incentive. If managers have higher ownership stakes, they will have a greater incentive to 

improve performance whilst reducing consumption in terms of executive privileges, since they share 

the losses and wealth with the other shareholders. They propose that managerial ownership can reduce 

agency cost through coordinating the interests of managers and shareholders, leading to improved 

performance. 

3.4.2 The Theory of Stakeholder  

In contrast with stewardship-agency theory, these theories mainly focus on the conflict of interest 

between shareholders and management (Tricker and Tricker, 2015). Stakeholder theory is extending 

these theories by focusing on the all stakeholders’ rights, thereby; this theory has a wider view for the 

different constituents of the society that influence by the company decision, the concept of this theory 
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is related to the social or economic role for the companies. Hill and Jones (1992) endeavoured to settle 

stakeholder and agency theory through creating a model termed ‘stakeholder- agency theory’. This is 

considered an adjustment of agency theory. The agency theory is useful in explaining immoral 

practices in financial and accounting matters, whereas stakeholder theory is valuable in describing the 

immoral practices which harm investors, shareholders, governments and society (Culpan and Trussel; 

2005).   

This theory highlighted the importance of protect all stakeholders’ rights in order to obtain resources 

and funding for their business (Hoque, 2006). This theory was shifted from shareholder to stakeholder 

framework; Clarkson (1995) split into stakeholders into two main groups; customers, employees,  

The rational of this theory is the importance of the role of different groups of stakeholders which 

divided to main two groups; which includes the group which directly influence by the company 

decisions and actions such as shareholders, creditors, employees and customers. The secondary group 

includes the group which influence by the company decisions and actions in direct way such as 

environmentalists and media. The stakeholder theory is interested in protecting the right of all these 

constitutes. 

Sternberg (1997) argues the stakeholder theory focus on protecting the interest of all stakeholders and 

balancing the interest of stakeholder. Thereby, stakeholder theory view the firm as all these groups 

which include inside and outside company parties such as employees and customers (Ayuso et al., 

2014). 

3.4.3 The Theory of Stewardship  

It is significant to highlight that stewardship theory works in the difference way to stakeholder and 

agency theories that tend to indicate that managerial speculation and monitoring are important, but 

stewardship theory implies that managers are essentially reliable individuals (Donaldson and Davis, 

1991). Therefore, they should be permitted to manage companies, given that they are suitable 

guardians of the resources and finances that have been placed in their trust (Muth and Donaldson, 

1998). Additionally, it should be acknowledged that the interests of company executives as guardians 
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are the same as those of the company and its owners (Albrecht et al. 2004). It is essential for 

researchers to examine circumstances where administration, as stewardship, is driven to perform in the 

best benefits of shareholders (Clark, 2004). Moreover, the performance of stewardship is understood 

to be cooperative, seeing as the purposes of the guardian are to realise and achieve the organisation’s 

objectives (Donaldson and Davis, 1991). In general, there is a connection between business’s success 

and the shareholder’s satisfaction, and the role of the custodian in maintaining the equilibrium 

between the organisations’ aims and personal needs, because stewards will intensify their interests as 

they accomplish organisational, rather than aims that can be viewed as being of self-interest (Muth and 

Donaldson, 1998).  

3.4.4 The Theory of Institutional  

Institutional theory began in the social sciences and has been established over the years in literature 

concerning organisations and organisational behaviour (North, 1990; Brammer et al., 2012). This 

theory demonstrates the nature of the interaction between different governance bodies (Campbell, 

2007). Similarly, this theory assumes companies as social and cultural systems not just entities which 

provide inventory and services to customers (Judge et al., 2008). Additionally, institutional theory is a 

popular theory functional in research regarding earnings management and accounting studies (Scott 

and Christensen, 1995). The purpose of institutional theory is to work on an economic phenomenon 

within its neighbouring situation which includes cultural, social, religious, technological and 

evolutionary aspects (Eisenhardt, 1989; Campbell, 2007). Additionally, institutional theory 

concentrates on the inherent and more resilient features of social structure (Scott and Christensen, 

1995). It should also be mentioned that this model challenges systems related to social beliefs and 

practices that are associated with diverse functional areas of societal systems, for instance politics, 

religion, norms and regulations (Filatotchev and Nakajima, 2010). 

3.5 Agency Theory Foundation of the Relationship between ICGMs and EAQ (Rationale 

for employing agency theory)   

This section presents the justification for employing agency theory in investigating the relationships 

between ICGM and EAQ. Agency theory is a fundamental tool for examining and understanding the 
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conflict of interest and the reasons of the recent chains of corporate scandals (Heath, 2009; Mahdavi et 

al., 2011). Consistent with agency theory, the Jordanian governance Code emphasises the protection of 

shareholder wealth through the monitoring role of the governance mechanisms which allow reducing 

agency problems, the code is written based on the agency theory perspective and it is issued 

considering the agency problems. Agency theory also provides foundations to analyse the monitoring 

tools over management actions and it is more appropriate for describing the monitoring role of these 

mechanisms. The JCGC (2012. p: 10) states clearly “the governance mechanisms are accountable to 

avoid any direct or indirect conflict of interest between various constitutes in the firm”. Moreover, the 

corporate literature indicates that there are two main responsibilities for the governance mechanisms 

(Mori et al., 2013); the first role is the monitoring role over management actions (Hermalin and 

Weisbach, 1991); the second role is an advisory part to the administration (Hillman and Dalziel, 

2003); and the monitoring role is guided by agency theory (Jensen and Meckling, 1976; Pant and 

Pattanayak, 2010). Agency theory also ascertains that external audit and ICGM assist to enhance 

confidence and promote reliability in the financial report (Jensen and Meckling, 1976). Agency theory 

suggests a base for accountability which helps demonstrating the emergence of the audit.   

Most of the prior studies in corporate governance depend on the agency theory perspective to explain 

the formation of corporate governance practices and monitoring system (Watkins et al., 2004). Internal 

audit is central to these mechanisms of corporate governance. Consequently, agency theory would 

probably be the most appropriate theory to explain the effectiveness of ICGMs and their role in 

improving some aspects of the EAQ (Watts and Zimmerman, 1983; Sarens and Abdolmohammadi, 

2011). Similarly, the JCGC (2008) aims to reduce any potential conflict of interest that could affect the 

transparency and accountability of the company; these aims are consistent with agency theory 

purposes. The main role for the agency theory is monitoring role and the main notion for this study is 

about the monitoring mechanisms. According to agency theory, independent audit plays a vital part in 

the financial market and governance system. The independent auditor as external party helps to reduce 

the agency problem by providing reasonable assurance that the financial reports are prepared honestly 

and truthfully by auditing the company’s financial report (Wallace and Ross, 1980; Ojo, 2014). Since 
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agency problems arise due to separation of ownership from management, this requires external 

auditors as a solution for this problem (Mahdavi et al., 2011). This study relied on the perspective of 

agency theory, which is appropriate for the extent and nature of the practical evidence, this study also 

tests EAQ as a solution for the agency problem.  

Moreover, the audit literature employs agency theory to describe the value of external audit work 

(Watkins et al., 2004; DeAngelo, 1981; Antle, 1982). This can be explained by employing agency 

theory because it suggests that there are various mechanisms that could be used to prevent 

opportunistic management actions. Furthermore, external auditors act as an independent party to check 

the reliability of a firm’s financial information provided by the management. Basically the 

shareholders do not know what is happening in the business on a daily basis; so the shareholders need 

to appoint an external auditor as independent agent because they do not trust managers to offer them 

with credible and reliable financial evidence. The shareholders also hire the external auditors to check 

financial statements and provide reassurance on the accuracy and truthfulness of the financial 

statements; they then  report back to the  shareholders (Fan and Wong, 2005; Halbouni, 2015). 

Therefore, the investor’s trust is an important factor that affects the decision to provide capital to the 

company. Most of the corporate governance literature highlighted that external audit is one of the main 

mechanisms of corporate governance (Coffee Jr, 2002). This is because the external auditor is 

considered one of the monitoring mechanisms of the financial reporting system. Figure 4 illustrates an 

outline of the theoretical perspective of agency theory on the relationship between ICGMs and EAQ, 

and how this theory can be used in interpreting and investigating the association between these 

variables. 
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Figure 4: Theoretical Framework “Agency theory perspective” 

 

Sources: Compiled by the author based on literature (Watts and Zimmerman, 1983; Cohen et al., 2004; Nigel 

and Fedapo, 2018)   

Auditors are agents, as agency theory indicates, and owners do not trust managers to deliver them with 

trustworthy financial data; then they need external auditors, who are independent from these managers 

to discover and prevent fraud (Halbouni, 2015). However, this presents the notion of auditors as agents 

of shareholders, this leads to original worries about confidence, audit failure, threats to independence 

(Watts and Zimmerman, 1983a). Moreover, the audit literature employs agency theory to describe the 

value of external audit work (Watkins et al., 2004; DeAngelo, 1981). Independent auditor serves as 

link and scrutiny instrument between the shareholders and managers (Garrow and Awolowo, 2018). 

Agency theory is appropriate to describe the owner - agent relationship (Eisenhardt, 1989). For the 

purpose of this study, there are different relationships; the relationship between shareholders and 
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manager as agent “agency relationship”; relationship between shareholders and external auditors as 

independent agents “assurance role”; the relationship between managers and auditors “investigative 

role”. Assurance role involves providing auditor report and reasonable assurance to the shareholders 

about the reliability of the financial report, while investigate role involves scrutinizing the transactions 

and accounts that these accounts reflect the true financial condition and results of the company 

(Garrow and Awolowo, 2018). The relationships between these parties focus on the monitoring 

process of different mechanisms and accountability. However, due to the audit failure these 

relationships are seemed to be lacking reliability and effectiveness in the present audit environment, 

this lead to increase the demand for the EAQ which ensure the auditors perform their work properly 

and effectively to avoid audit failure Thus, this study employs agency theory to build a framework to 

understand the relationship between ICGM and EAQ (Bratton, 2003; Nigel and fedapo, 2018).  

Consequently, consistent with prior corporate governance studies, this study employed agency theory 

perspective as the most appropriate framework to understand how ICGMs affects EAQ. The main 

pillar for corporate governance which highlighted by the agency theory is accountability; management 

is accountable to the board of directors, boards to the shareholders and the external auditor to the 

shareholders; each party should be in contact with the others regularly and effectively (Pérez Carrillo, 

2007; Franzen et al., 2015; Bosse and Phillips, 2016).  

3.6 Chapter Summary  

This chapter discussed the roles of ICGMs on controlling and monitoring the opportunistic agents 

from the perspectives of the agency theory. The discussion has discovered that there is lack of studies 

on specific theory which can explain audit quality practice and the role of governance mechanisms in 

ensuring the audit quality. 

It also has explained the application of several theories in corporate governance investigation. Based 

on what have been discussed, the agency theory can be used as theoretical framework for explaining 

the relationships between ICGM and EAQ. The prior studies associated to the ICGMs and EAQ 

indicate that the ICGMs (e.g. audit committee and board of directors) is the main mechanisms of 
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decreasing agency problems (Peasnell et al, 2005). As a consequence of this argument, the 

relationships between variables need to be investigated empirically.  

This chapter also has explained the need for EAQ as a solution in resolving agency problems. This 

chapter has provided the theoretical framework which helped to explain the relationship between 

ICGMs and EAQ and to develop research hypothesis. It has reviewed the main theories of corporate 

governance and their implications; it also provided justification for employing agency theory as 

theoretical lens for this research in line with the previous literature, the Jordanian context and the aim 

of the research. The Jordanian monitoring bodies has paid attention to these issues in recent years 

attempting to improve the roles ICGMs in improving the level of the financial reporting quality and 

EAQ which are the core of the governance problems in the Jordanian governance system. 

Therefore, the monitoring role for ICGM emphasises the protection of shareholders’ interest. Hence, 

agency theory is the most appropriate for explaining the monitoring role of the governance 

mechanisms. Agency theory highlighted that there is a demand to have multiple mechanisms to work 

as monitoring mechanisms and lines of defence. Agency theory has been employed by most of the 

literature as a framework to explain conflict of interest between the managers and shareholders and the 

need for effective ICGMs and EAQ to reduce the agency problems (O’Sullivan, 2000; Zanani et al., 

2008;).  
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 4   Literature Review and Hypothesis Development 

 

4.1 Introduction  

This chapter covers a discussion of audit quality and its measurements, and a critical literature review 

in relation to corporate governance practices and audit quality, particularly boards of directors’ and 

audit committees’ characteristics. Discussion of the different ownership types in Jordan and their 

effect on audit quality has been presented. Thereby, the literature review process is directed by the 

research aims and objectives. This chapter reviews different methods for measuring EAQ and possible 

attributes of an audit quality are presented in this chapter. In addition, this chapter includes the 

hypotheses that are developed with respect to the first empirical model. 

4.2 Overview of Search Strategy for the Literature Review 

This chapter reviews prior studies that have examined the relationship between ICGMs and EAQ, the 

prior empirical research suggests that there are various mechanisms that have influence on the control 

system in the company including boards of directors, audit committee, internal audit and external audit 

(Abdullah et al., 2008; Zureigat, 2011; Nicolăescu, 2013; Hassan et  al., 2014; Soliman and Elsalam, 

2013; Kikhia, 2014; Beisland et al., 2015; Oktorina and Wedari, 2015). Further, previous studies 

propose that there are several proxies for measuring EAQ (e.g. audit fees, industry specialist, audit 

tenure and engagement of Big 4 auditors) (Craswell et al., 1995; Ferguson and Stokes, 2002; 

Wolinsky, 1983). However, the majority of the previous studies were employed secondary data 

(Turley and Zaman, 2004; Al-Ajmi, 2009; Zaman et al., 2011; Kikhia, 2014; Beisland et al., 2015).  

This analysis assists in identifying similar empirical research that have been done in the same field in 

the past and have offered possible evidence of research gaps that need more investigation. It also 

explains how the current research project is linked to them. Therefore, this section reviews and 

synthesises literature related to ICGM and EAQ. This section also shows different explanations for the 

main study concepts.  
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The process for searching for relevant literature to the current study that investigates the relationship 

between ICGMs and EAQ is directed by the topic of this research, with the gaps and research 

questions well defined, specified and focused. Various databases have been used for searching 

literature related to this topic; such as Science Direct, Wiley Online, Scopus, Google Scholar, 

Emerald, Web of Science, and Ebsco database and for theses Open Access Theses and Dissertations 

(OATD) and ETHOS. This review focused on reviewing literature up to date. Moreover, this includes 

reviewing research on ICGMs and EAQ which has been published in high ranking accounting journal 

and is highly cited over the last decade since these phenomena emerged after the spate of corporate 

governance scandals in the last 2000s. The starting point for this review is the research questions, 

since the research questions guided the literature review search. In order to review literature 

comprehensively and accurately this review started with studies done in Jordan and more focus was 

placed on studies in developed countries than developing countries. 

Figure 5: The literature review strategy 

 

Sources: Saunders et al, (2007. p60). 
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This approach is called “review the literature critically”. This process of conducting the literature 

search helps to clarify and improve the research objectives and questions (see figure 5). To begin the 

literature review, a search on different combinations of key words were used, the search conducted in 

eight different databases to find different possible results and look at the variations in terms of relevant 

literature. The search mainly focused on the relationship between ICGMs and EAQ. The key words 

used in this study were to keep the search focused. This approach has used to find more detailed 

literature and specific literature. 

 

 

Table 7: Inclusion and exclusion criteria for the literature review 

Inclusion Criteria Exclusion Criteria 

Articles published after 2000 Articles published prior 2000 

Subject of articles relates to EAQ and ICGMs;  

“audit quality” “corporate governance mechanisms” 

and “internal audit factors” “ Board of director”  “Audit 

committee” 

Subject of articles other than the inclusion 

criteria 

Academic journals, books and relevant PhD thesis  Articles other than the inclusion criteria 

English and Arabic  Articles published in other than the English 

language and Arabic 

1. Science Direct 2.Wiley Online 3.Scopus database 4.Google scholar 5. Emerald 6. Web of science 7. 

Sage premier 8. Ebsco database 

Table 7 illustrates the key inclusion and exclusion criteria. The key aim of the search was to ascertain 

the gaps in research; therefore books are excluded from this searching. This section developed and 

used criteria and certain keywords according on research questions and objectives. Then the researcher 

decided the relevancy based on reading the abstract title and the conclusion.  

The initial search criteria were considered and generated the relevant studies in order to ensure the 

search of the literature is comprehensive and the research contributions are valid. This review includes 

the literature from 2000 till present, this is mainly because the audit quality phenomenon has evoked 

interest and received much attention among regulators, researchers and businesses after the spate of 

scandals and audit failure cases in 2000, and thus is more focused on up-to-date research. Furthermore, 

the main focus of the search was to determine the research gaps. In contrast and due to the relatively 

recent occurrence of the study phenomenon all literature prior to the year 2000 was excluded. These 
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criteria were employed in determining if a study should be considered or excluded in the literature in 

this study. These criteria accommodate to identifying the relevant articles in the research areas.  

4.3 Description and Significance of the Corporate Governance Mechanisms  

Several endeavours have been made to define and interpret corporate governance, its scope, relevant 

theories and other concerns relating to the subject of corporate governance (Cadbury report, 1992; 

Turnbull, 1997; OECD, 2004). There are many definitions discussed in the previous studies and many 

authors and regulators have tried to define corporate governance, but each one has a different view of 

the world, so the term of corporate governance can be explained and defined differently based on the 

context. Furthermore, the corporate governance is the system in which businesses are monitored of 

ensuring corporate accountability and responsibility for different constituencies in the companies 

(Donaldson, 1990).  

Moreover, Tricker, (1994, p. 30) describes corporate governance as system in which explains and 

coordinates the relationship between the main players in the company who are owners, management, 

audit committee, boards of directors and external auditor. Specifically, the main pillar of corporate 

governance is accountability. There are different governance techniques which are used to balance the 

needs of different parties. Shleifer and Vishny (1997) vision corporate governance as a set of 

techniques which are employed by owners in order to guarantee themselves of receiving a yield on 

their asset. 

According to the previous governance studies and agency theory, governance system includes internal 

mechanisms (i.e. internal audit and board of directors) and external mechanisms (i.e. external audit); 

each mechanism has a different task (Makni et al., 2012). The EAQ is a viable external mechanism to 

improve the quality of the corporate governance structure in the business besides the internal 

mechanism of corporate governance (Zanani et al., 2008). This is because the external and internal 

mechanisms are considered the main mechanisms of monitoring process in the financial reporting 

system Beisland et al., 2015. This supported by Beisland et al. (2015) who highlight that auditing is 

key part of the governance system. According to the previous studies there are various ways and 

opportunities for the interactions and cooperation between external auditor and other internal 
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governance bodies, since all these bodies work together to improve the control system and financial 

report quality (Zanani et al., 2008; Adeyemi et al., 2012; Karaibrahimoglu, 2013).        

The board of director is considered a crucial internal monitoring mechanism over management 

activities (Lin and Liu, 2009; Bettinelli, 2011), this is because it aims to protect investments of the 

investors from the abuse of management (Bathala and Rao, 1995). Moreover, through the activities of 

internal auditors that carry out, internal auditors increase the validity and fairness of financial 

information, improve the behaviours of employees who are working at these companies and reduce the 

risks of managerial and financial corruption (Felix Jr and Gramling, 2001). The external auditors are 

considered to be independent party of the influence of the internal mechanisms of corporate 

governance (Antle, 1984). However, they perform their duties in helping from different internal bodies 

(Fan and Wong, 2005). According to agency theory, independent audit is an important monitoring and 

checking mechanism (Jensen and Meckling, 1976). This is supported by other authors like Holm and 

Laursen (2007) who consider the external auditor necessary to evaluate and confirm the financial 

reporting of firms.  

Furthermore, effective board of director with high quality of audit service can be largely reduced the 

fraud and corruption. Moreover, if the board members perform their duties properly and effectively 

this will prevent audit failures, mismanagement actions and conniving between internal bodies and 

external auditors (Zahra and Pearce, 1989; O’sullivan, 2000; Zanani et al., 2008). Furthermore, each 

party perform and function independently with collaboration with each other’s so the efficiency of 

external audit service are affected by the weakness or the strength of the internal corporate 

mechanisms, hence, the weakness of internal corporate mechanisms have influence of the 

effectiveness of external audit service (Ball et al., 2000).  

The main aim for the interaction between these governance parties is to ensure accountability of the 

managers, board of directors and external auditors. Accountability is one of the most significant 

accounting dimensions of corporate governance system in the company. According to this definition, 
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the providers of funding use ICGMs in order to guarantee their rights and they are able to earn revenue 

from their enterprise.  

From the Jordanian regulatory authority’s point of view, corporate governance is a set of mechanisms, 

guidelines and regulations that monitor the relationships between different parties in companies, such 

as boards of directors managers, suppliers, auditors and other stakeholders as well as distribution of 

rights and accountabilities among these various parties. Therefore, corporate governance indicates a 

set of relationships, procedures, standards and rules that affect the direction and control of a company 

by using various mechanisms (Tricker, 1994). 

This description concentrated on the purpose of corporate governance which organizes and 

coordinates the relationship between the key bodies in the company who are shareholders, 

management, boards of directors, external auditor and audit committee. The main aim for the 

interaction between these parties is to allow accountability of each other. Specifically, the main pillar 

for corporate governance is accountability; each party is accountable to another party and each party 

should have contact with the others regularly and effectively. There are different governance 

techniques which are used to balance the needs of different parties. Shleifer and Vishny (1997) vision 

corporate governance as some of techniques which are employed by owners in order to guarantee 

themselves of receiving a yield on their asset. According to this definition, the providers of funding 

use ICGMs in order to guarantee their rights and they are able to earn revenue from their enterprise. 

Based on the previous definitions mentioned above, it can be concluded that the definition for the 

purpose of this study for ICGMs is a set of techniques, rules and legislations used to guarantee the 

quality of financial reports. Moreover, the previous definitions identified that corporate governance 

focuses on coordinating the relationship between different parties, such as managers, boards of 

directors, shareholders and auditors who will be accountable to them respectively, and all of these 

parties are accountable to the shareholders, since the shareholders are accountable for hiring board 

members and the external auditor for guaranteeing that a proper monitoring system is set up. 
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Moreover, according to the previous definitions, the main aims for ICGMs are protecting shareholders 

rights and investments and preventing fraud by imposing monitoring mechanisms  

4.4 The description of External Audit Quality  

There is a considerable debate about the common description of EAQ as well as the lack of worldwide 

recognition and acceptance of a description for EAQ. As supposed by the Financial Reporting Council 

FRC: “There is no single agreed definition of audit quality that can be used as standard against which 

actual performance can be assessed” (FRC, 2000:16). The definition of audit quality means different 

things with a distinctive perspective and different people, each party may view audit quality in a 

distinctive manner. In other words, there is the probable perception of audit quality through the lens of 

investors, but the audit committee members have a different observation (IAASB, 2011).  

In addition, there are various definitions of the quality of audit services. Deangelo (1981: p.186) 

described the quality of audit services and his illustration considers the most widespread description 

for EAQ which is “the market evaluated joint probability that a given auditor will both (a) detect a 

breach in the client's accounting system, and (b) report the breach”. This implies that the EAQ takes 

into account two basic issues discovering and reporting. In other words, EAQ would be measured by 

capturing and reporting the material misstatement and any weakness in the financial reporting system 

for stakeholders. Deangelo (1989) suggested that the key roles for external auditors are oversight and 

supervision of the corporate governance system. Moreover, according to Gronroos (1988) quality is 

measured by achieving client needs and requirements, this quality is represented in achieving 

shareholders requirements and needs. Moreover, quality of audit is achieved by making sure that all 

the financial transactions are recorded and disclosed  according to the generally acceptable accounting 

rules and guidelines for example IFRS, and that the published financial reports conform with the data 

provided in the business’s books, and the auditor report testifies that  these data fairly represent the 

outcomes of the company’s transactions during a particular period of time as well as the auditors 

collect adequate and appropriate evidence of auditing (Halbouni, 2015; Fan and Wong, 2005). 
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The demand for audit service arises from separation between shareholder (principal) and manager 

(agent), which means that the companies’ owners differ from the managers. This led to two important 

main problems; information asymmetry between the owners and agents, and opportunistic behaviour 

from the managers (Jensen and Meckling, 1976; Arnold and De Lange, 2004). Furthermore, the main 

tasks for an auditor included the discovery of material misstatements, rectification of such errors and 

in some cases prevention of any significant omissions, fraud or misleading financial data (Palmrose, 

1988; Halbouni, 2015). In order to better comprehend the quality of audit process, it is helpful to 

realise the important role played by the auditor as an oversight role. External auditors act as 

independent monitors of shareholders over managerial actions (Deangelo, 1981).  

Furthermore, the literature also shows that there are various possible approaches to measuring EAQ. 

There is still no consensus about the measurement of EAQ; some prior studies considered the 

dichotomous ‘Big-4/ Non- Big-4’ as indicators of EAQ (Zanani et al., 2008; Hussainey, 2009; 

Mahdavi et al., 2011; Zureigat, 2011; Soliman and Elsalam, 2013). Hence, most prior studies measure 

EAQ by the size of the audit companies because bigger companies hire qualified and skilled staff, they 

have more resources and better techniques, since most of previous studies suppose Big-4 audit firms 

which have better EAQ compared to non-top 4 (Lawrence et al., 2011). There are many studies which 

have investigated the effect of audit fees on EAQ and they found that audit fees are considered an 

EAQ indicator (Hoitash et al., 2007), this is supported by previous research that have used audit fees 

as EAQ indicator (O’Sullivan, 2000; Kane and Velury, 2004; Voeller et al., 2013;  Kikhia, 2014), 

thus, the definition should be based on the main aim of the audit which focused on discovering the 

material misstatements, ensuring the financial transactions and statements present the real condition of 

the company and report the results of the audit work to the shareholders, in achieving these objective 

the  external audit need to interact with the ICGM.  

4.5 Measuring of External Audit Quality: Empirical Literature  

According to the previous empirical evidence, there are several factors influence this quality (Knechel 

et al., 2012); in addition, the lack of consensus on measurement of EAQ, since EAQ outcomes are not 

directly observable. As supposed by (FRC, 2000) there is a debate about the most appropriate 
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measurement of EAQ. The previous studies indicate attempts to capture and understand the EAQ 

measurements through using various factors such as the output of the audit service which is reliable 

auditor report (Deis Jr and Giroux, 1992; Watkins et al., 2004; Knechel et al., 2012), the EAQ reflects 

the ability of the auditor to promote the reliability of financial reports, ultimately the EAQ influences 

the credibility of financial information which disclose to the shareholders. Therefore, the auditor 

purses to provide information and report which represent the actual financial condition and full picture 

of the company activities, in this case, the high EAQ and better auditor monitoring strength which 

include auditor competence and independence lead to provide financial report and auditor report that 

present the real economic position of the firm.  

Furthermore, to understand different perspectives and to start recognizing EAQ through a theoretical 

framework, the FRC (2008) presented a framework; the first official effort to build a framework is 

considered to be that designed by the UK’s FRC. The FRC acknowledged some proxies of audit 

quality for every factor (Knechel et al., 2012), The FRC (2008) presented five main drivers for EAQ. 

These drivers of the EAQ framework developed by the FRC included: skills and knowledge of auditor, 

issues outside the control of the auditor, audit process effectiveness, the reliability of the audit report 

and the culture of the audit company (Knechel et al., 2012). The FRC (2008) argues that governance 

mechanisms such as internal audit and audit committees can improve the level of audit quality through 

effective interaction with external auditor. The FRC (2008) supposed that corporate governance 

mechanisms can improve EAQ, for example, the audit committee responsibilities are able to improve 

EAQ through improving and strengthen the relationship between internal and external mechanisms 

(Goodwin-Stewart and Kent, 2006; Oktorina and Wedari, 2015).  

The auditors express their point view about the reliability and transparency of the financial report 

through collecting evidence to ensure the financial reports are being reported and presented properly 

and fairly (Enofe et al., 2013). EAQ can be influenced by different factors not only auditors’ 

qualifications, but there are other factors might have influence on EAQ, including the firm’s internal 

control, board of director and internal audit  (Gramling et al., 2004; Al-Khaddash et al., 2013; Kikhia, 
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2014), since theses mechanisms can improve the quality of the auditors evidence and work then the 

quality of the auditor report would be improved.  

The professional standards and literature highlight various factors that can support EAQ, and which 

can be considered as auditors’ ability and professional conduct (Catanach and Walker, 1999). 

Moreover, it should be noted that auditors’ characteristics comprise knowledge and experience, the 

ability to inspect, plus technical competence can improve the quality of audit service. The users of 

financial statement consider high EAQ should involves the reliability of financial reporting process, 

effective monitoring mechanisms and the financial reports lack of material misstatements (Al-

Khaddash et al., 2013; Enofe et al., 2013). To understand the audit, it is essential to understand the 

role played by the external auditor and the motivation for conducting audit service, this help in 

understanding the meaning of the EAQ (Chow, 1982; Fan and Wong, 2005; Francis, 2011 Sulaiman, 

2011).   

The quality and value of the audit service depend on the quality of the audit work and evidence which 

conducted and collected by the auditor this reflect on the credibility and reliability of the auditor report 

(Warming-Rasmussen and Jensen, 1998; Francis, 2004). The monitoring hypothesis is one of the main 

hypothesis that explained the monitoring role of the audit (Wallace, 1980), this theory explain the 

demand of the audit service, according to the monitoring hypothesis, the main economic role of the 

audit is to reduce the information asymmetry between different parties and this lead to reduce the 

information risk, this hypothesis states that stakeholders use the financial information to make their 

decisions, hence this information should be reliable and low risk (Wallace, 2004; Sulaiman, 2011). 

The shareholders demand monitoring mechanisms to improve the quality of financial information and 

to protect their interest, high quality of reporting lead to decrease the risk of the information and 

improve the quality of financial report (Knechle, 2008). The monitoring hypothesis clarifies the 

economic role of the audit, since this theory assumes that the agent agrees to perform the work in the 

best benefits of the investors (Wallace, 2004). The agent approves to provide the users of the financial 

reports with the evidence that ensure the financial information are being reported and presented fairly 
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and properly. The agency cost include any cost that arise from such a monitoring techniques that the 

shareholders employ these mechanisms in order to ensure the agent perform their duties in a way to 

protect shareholders investments.  

Furthermore, the literature measured EAQ by using specific proxies such as; audit fees and audit firm 

size represent EAQ (Kilgore, 2007; Chang et al., 2008 Craswell et al., 1995). The second approach 

adopts an external auditor perception and assesses EAQ by investigating the attributes that observed to 

be related to EAQ (Cahill, 1994; Beattie and Fearnley, 1998; Warming-Rasmussen and Jensen, 1998; 

Monroe and Chang, 2001). 

There are many studies which have offered evidence supporting the impact of audit fees on EAQ 

(Hoitash et al., 2007). Since, fees paid by the client can effect on EAQ in different ways, Firstly the 

auditors’ capabilities and efforts determine audit fees (Wolinsky, 1983); hence, high audit fees lead to 

improved EAQ. Auditor experiences coupled with the amount of work provided have a significant 

influence on the audit fees (Knechel et al., 2012). According to Lindbergh (2001), the signalling 

reputations hypothesise serves as a link between audit fees and EAQ, since the auditors’ service 

reputation has been established. The literature offers many debates for the assumption of audit fees as 

proxy for EAQ, since many studies claim that higher audit fees are connected with better performance 

and higher EAQ (Craswll et al, 1995; Fergson and Stockes, 2002). According to Palmrose (1998) high 

audit fees indicate high EAQ after replacing the audit fees variables for audit hours. The EAQ is also 

anticipated to measure the auditor’s effort level, evidence collected by the auditor which is an effort to 

the audit process that is intuitively related to EAQ. 

As mentioned in section 1.1, the global corporate scams which happened in large companies 

confirmed a requirement for high EAQ and the different factors that may influence EAQ. A high EAQ 

implies greater guarantee of high financial reporting quality; it also includes producing a financial 

statement without errors omission or biases; due to this fact, these features are mostly unobservable, 

hence, various proxies have been utilized by researchers to measure EAQ such as audit hours and 

litigation rate. The EAQ which is built on agency theory argues that audited financial statements are 
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monitoring tools to provide assurance for users (Nikkinen and Sahlström, 2004; Watkins et al., 2004). 

Furthermore, (Carcello et al., 1992) highlighted different indicators that perceived by different 

financial statement users and auditors to be considered as EAQ indicators, these indicators are industry 

specialist, compliance with the standards, meeting deadlines, firm commitment to quality, auditor  

scepticisms, audit firm size and audit team qualification.       

The literature has been studied the association between the audit firm size and EAQ. A number of 

previous studies on audit quality provide empirical evidence supporting that the audit firm size as 

audit quality proxies (Deangelo, 1981; Sundgren and Svanström, 2013; Abdullah et al., 2016). 

Moreover, the literature indicates that the most popular used proxy for EAQ is the size of audit firm 

(Kilgore, 2007),  this is consistent with  Chang et al. (2008) who posit that of the extensive number of 

practical and theoretical results that big audit firms can deliver higher audit quality. Moreover, 

Simunic and Stein (1987) emphasized that bigger audit companies are superior to smaller audit firms, 

at discovering mistakes since they have better capabilities and can interest workers with greater 

abilities and knowledge.  In comparison, some research did not support the variance between audit 

firms’ size and the level of EAQ (Bauwhede and Willekens, 2004).  

However, According to the Siddiqui et al., (2013) Big-4 companies tend to work through local 

partnership companies in some developing countries (Siddiqui et al., 2013). In the Jordanian context, 

Big-4 audit firms are local affiliates of Big-4 international companies, for example, Al Qawasmi & 

Partners is a representative Co. of KPMG, in Jordan. Hence the quality of the audit service for the 

original big four may not be the same of the quality of affiliated Big-4 firm. Moreover, there are a 

number of big local audit firms comply and deliver high quality of audit such as Abu Ghazaleh, 

Abbasi Co and Arab Professional Auditors (JACPA, 2013).  

Furthermore, the audit firm should follow the auditing standards and as long as these standards are 

applied with professional performance, it is difficult to differentiate between the service that provided 

from big four and non-big four firms (Siddiqui et al., 2013). 
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Additionally, Wolinsky (1983) in his research, debated that the audit fees may possibly demonstrate a 

disparity in terms of quality. It is also important to note that greater quality products are more 

expensive to create. This is for the reason that sellers have the ability to create different levels of 

quality. Deangelo (1981) in his work stated that large auditors that are paid superior sums are 

fortunate, in comparison with smaller auditors. He asserted that increased audit fees frequently 

motivate auditors to increase the quality of their audits service. Moreover, Deangelo (1981) also added 

that this is due to the resources they have available to undertake audits. Consequently, the quality of 

their work improves, so as to maintain a high standard and satisfy the client (DeAngelo, 1981). 

Similarly, Hoitash et al. (2007) found that audit fees have a tendency to be higher quality that means 

auditor will make a greater effort and conduct audits that are superior. Conversely, Cohen et al. (2002) 

asserted that internal corporate governance techniques which are efficient could possibly create audit 

quality that is superior by means of improving the reliability of financial statements and reducing audit 

testing and fees. Similarly, authors such as DeAngelo (1981) believed that bigger companies have a 

propensity to offer clients audits that are greater in quality, in contrast to smaller firms, further 

DeAngelo (1981) argue big firms tend to charge high audit fees. Accordingly, factors regarding audit 

firm size and audit fees, such as professionalism, audit process, human resources, audit hours and 

audit tests add to the auditor skill and competence to detect material and error misstatement. These 

factors lead to improve EAQ (Knechel et al., 2012).    

It should be noted that previous literature emphasises that larger audit firms are much better at 

identifying any mistakes whilst undertaking audits, due to the availability of greater resources and as 

they employ staff who have greater professional knowledge and skills (Willenborg, 1999). As a result, 

the bigger companies can conduct audits that are more enhanced and meet the requirements of their 

clients. It is also important to point out that firms that require superior monitoring owing to higher 

agency costs have a tendency to employ one of the ‘big 4 auditors (e.g., DeFond, 1992; Francis, 2004). 

It has also been debated that organisations with greater information asymmetry between the company 

and external organisations and individuals have a reason to highlight and advertise their fundamental 

qualities by using a reliable and renowned auditor (e.g., Beatty, 1989). Hence, based on the 
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institutional setting in Jordan the audit fee is one of the most appropriate proxies for EAQ and this is 

consistent with the research context. In conclusion, a several empirical evidence support that audit 

firm size (big four) delivers high EAQ for various reasons; Availability of human (e.g. qualified 

auditor) and technology (e.g. statistical techniques and software) resources (Deangelo, 1981; Frantz, 

1999) 

Furthermore, Big audit firms more independent than small firms of their client (Hay et al., 2006), and 

they found after conducting meta-analysis of audit studies the audit firm size proxy is the most 

frequently used to measure EAQ, because auditor independence and free from the client pressure is 

considered one of the main factors that effect on the EAQ (Magill and Previts, 1991; Frankel et al., 

2002), EAQ might be impaired and influenced by increasing the amount audit fees (Al-Ajmi, 2009). 

On other hand, this is supported by (Tseng and Mei-Chiun, 1990; Becker et al., 1998) who argue high 

audit fees impaired the independence of auditor because the auditor more financially independent on 

the client and this effect on auditor’s opinion, in this case the auditors’ financial dependency may 

make them reluctant of proper monitoring actions or inquires during the process of auditing because of 

they are afraid of losing highly profitable fees. Moreover, auditor independence directly influence on 

EAQ and auditor opinion. 

Big four audit firms charge more audit fees which allow them to spend more efforts and conduct more 

tests to protect their reputation, avoid audit failure and to provide the stakeholders with high reliable 

and quality auditor report. Consistent with previous studies (Goodwin‐Stewart and Kent, 2006), high 

EAQ can be measured through the final product of the audit which is auditor report and during the 

process of external audit and based on the external audit work (Hay and Davis, 2004). According to 

the previous empirical evidence that employed audit firm size as a measurement for EAQ (Fuerman, 

2003), this study uses big four auditing as indicator variable to measure EAQ, non-audit service and 

audit firm size are found to be influenced on the auditor independence (Shockley, 1981; Knapp, 1985).  

Moreover, discussion continues in the world of accounting regarding audit fees as a replacement for 

audit quality. More recent research has revealed that audit fees which are increased are commonly 
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linked with audits that are of a greater quality (Deis and Giroux, 1996; Hoitash et al., 2007). This is 

with regards to the increased audit effort, as auditors are specialised and have the required knowledge, 

and moreover, due to the desire to reimburse the high-cost of reputation capital (i.e. large-size), 

(Craswell et al., 1995; Ferguson and Stokes, 2002). 

Ferguson and Stokes (2002) and prior to that Craswell et al. (1995) declared that in contrast to non-

specialist brand name auditors, brand name industry specialist auditors can be paid supplementary fees 

for their work. Consequently, this reveals a difference between them and that in general, specialists 

have a greater reputation amongst businesses. In relation to earlier literature, the size of the auditor is 

perceived to be a subrogation regarding the audit quality (Jeong and Rho, 2004; Al-Thuneibat et al., 

2011). Additionally, these research studies have also demonstrated that the size of an audit company 

has a direct influence on the quality of an audit.  

Therefore, the role of the auditor focuses mainly on reducing information asymmetry and improving 

level of the control over the financial reporting system, through the confirmation process by the 

external auditor (Francis, 2004). The auditor collect evidence and conduct some tests during this 

verification process, in order to provide the auditor’s professional opinion about the financial reports. 

The bases of the previous definitions have been evolved from discovering substantial misstatement 

and audit failure reasons. In spite of there being no particular and all-purpose description of EAQ 

covering all types of audits and auditors, according to the previous definitions of EAQ, it can be 

concluded that, it is rational to assume this concept includes compliance with related audit strategies 

and rules. The main purpose of the external auditor gives stakeholders a reasonable guarantee of the 

financial reporting process and improves the degree of assurance and trust of users in the financial 

reporting (IAASB, 2011; Ojo, 2014). There are various measurements and proxies of AQ (audit fees, 

audit firm size). Hence, the level of EAQ reflects the level of audit assurance and the level of detection 

of substantial errors or fraud given by auditors. There are several factors and parties which play an 

important role in determining EAQ: these parties incorporate external auditor, audited, legislator and 

standards (Basiruddin, 2011). 
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4.6 Previous Empirical studies on the Significance Role of the Internal Corporate Governance 

Mechanisms in the Quality of the Audit Process 

This section examines the literature that investigated the interaction between the ICGM and external 

auditor, recent studies indicate attempts to examine the relationship between ICGMs and EAQ 

(Nicolăescu, 2013; Shan, 2014; Adam and Bala, 2015; Abdullah et al., 2016), especially after the spate 

of scandals in big companies around the world such as Enron, Maxwell Group and WorldCom (Boo 

and Sharma, 2008; Basiruddin, 2011; Karaibrahimoglu, 2013; Shan, 2014). Corporate governance 

mechanisms and audit quality play a vital role as effective monitoring tools (Ismail et al., 2016). 

Thereby, internal audit, board of director and external audit are considered main monitoring and 

controlling tools to ensure the reliability of the corporate governance structure and prevent fraud. 

Improving audit quality and corporate governance mechanisms is considered an important issue for 

companies around the world, including Jordan. 

Furthermore, recently the literatures on ICGM and EAQ have been prolific. This section reviews the 

existing literature in two main areas; EAQ and ICGM which includes board of directors, audit 

committee and internal audit factors; as such this would address the relevant literature gaps as 

highlighted in the literature gap (see section 1.6). Previous studies have attempted to establish an 

empirical relationship between ICGMs and EAQ.  

Reviewing literature on the relationship between ICGM and EAQ shows that recent studies have 

examined the relationship between on ICGMs and EAQ. These studies on ICGM and EAQ have 

focused on the relationship between some characteristics of board of directors, and EAQ (Kane and 

Velury, 2004; Zanani et al., 2008; Voeller et al., 2013; Kikhia, 2014). Moreover, many publications 

on the relationship between ICGMs and EAQ specifically focus on ownership structure, audit 

committee and EAQ. However, there are still some gaps in ICGMs such as external and internal audit 

which can be addressed in order to enhance investor confidence.  

Moreover, in wake of agency problem, many scandals and collapses have happened in large 

companies around the world, including Jordan (O’Sullivan, 2000; Soliman and Elsalam, 2013). The 
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main reasons and allegations for scandals are; weakness of corporate governance, mismanagement of 

business, misappropriation of corporate assets, audit failure and fraud (Adeyemi et al., 2012). The 

literature examines the association between ICGM and EAQ which started after the financial crisis 

happened in these companies. The literature review is structured and developed in order to review and 

discuss the relevant studies on the relationship between ICGMs and EAQ. Prior literature reviews on 

corporate governance and audit have examined the impact of ICGMs on EAQ. However, this research 

differs from these prior studies; the current study focuses on internal audit and boards of directors and 

takes various EAQ indicators (audit fees and audit firm size). Additionally, this study examines the 

opinion of the external auditors concerning the influence of internal audit on EAQ. In order to arrange 

and engage this review of literature, this study adopts the point of view that corporate governance 

structure comprises four cornerstones; board of directors, external audit, audit committee and internal 

audit. This point view guides the review of the empirical literature and hypotheses development. The 

board of directors and audit are the main mechanisms that guarantee accountability and credibility in 

the financial reporting system (Zanani et al., 2008).   

These are the main mechanisms recommended for diminishing agency problems and conflicts of 

interest (Florackis, 2008). According to the literature previous empirical findings till date are not 

conclusive and comprehensive to address all corporate governance mechanisms; thus, this study 

investigates and addresses these mechanisms.  

In Jordan, recent literature has focused on the relationship between the ICGMs and EAQ. Most of 

these studies focus on the determinants of audit quality, with only a few articles on finding the 

relationship between audit quality and corporate governance mechanisms in Jordan. The relationship 

between ICGMs and EAQ has not been researched extensively and comprehensively in the context of 

Jordan. Based on the research to date, only Zureigat’s (2011) study examined the influence of 

corporate governance represents by ownership structure, on audit quality, The findings highlighted 

that there is a positive and significant association between audit quality and institutional ownership, 

and Hassan’s (2014) research aimed “to investigate the impact of composition of board of director and 

structure of audit committee on audit quality (audit fees) in Jordan listed companies”. Hassan (2014) 
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found a significant relationship existed between institutional ownership and EAQ. Moreover, 

O’Sullivan, (2000) revealed that a significant association exists between ownership concentration and 

EAQ in the UK context.  

The board of directors is considered a crucial monitoring mechanism on management activities (Lin 

and Liu, 2009; Bettinelli, 2011). This is because the board of directors aims to protect investments 

made by the investors from the abuse of management (Bathala and Rao, 1995). Moreover, through the 

activities that internal auditors carry out, internal auditors increase the validity and fairness of financial 

information, improve the behaviors of employees who are working at these companies and reduce the 

risks of managerial and financial corruption (Felix Jr and Gramling, 2001). Furthermore, based on 

agency theory, independent audit is an important monitoring and checking mechanism (Jensen and 

Meckling, 1976). This is supported by other authors like Holm and Laursen (2007) who consider the 

external auditor necessary to evaluate and confirm the financial reporting of firms. The following 

sections reviewed the literature in these research areas:  

4.6.1 The Influence of the Board of Directors Characteristics and Performance on Quality of Audit 

Process: Previous Empirical Evidence  

The corporate governance literature indicates attempts to investigate the relationship between some 

aspects of board of director composition and responsibilities and EAQ (Chizema et al., 2015; Kikhia, 

2014; Saidin, 2010). Furthermore, the recent literature argue that effective board enhances the board 

level of contribution and effort in the monitoring role (Lin and Liu, 2009; Bettinelli, 2011).  

Moreover, the previous studies highlight that effective board tend to employ high EAQ in order to 

ensure the management use the resources effectively and they are doing their job properly to the best 

interest of the shareholders (Kikhia, 2014; Chizema et al., 2015), effective board also ensure good 

governance within any organisation and this extends to being responsible for improving the level of 

the control and ensuring high level of EAQ (Bettinelli, 2011; Abdullah et al., 2016).  

Furthermore, according to the JCGC (2006), board of director sets a disclosure policy that ensure high 

level of transparency, board of directors take necessary actions to ensure the compliance with the 

relevant regulations in force. This is supported by Cohen et al. (2012) results, they found the board’s 
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monitoring role is vital to enhance the level of monitoring process and financial transactions 

reliability, the members of the board are accountable to handle the main financial decision in terms of 

disclosure and avoid any conflict of interest in the business. Moreover, the JCGC (2006) states that the 

directors are responsible for reviewing main decision and information that related to the company’s 

monitoring procedures and disclosure policy. They are also responsible to ensure that other monitoring 

bodies fulfil their tasks properly in a way that protect shareholders interest (Daily and Dalton, 1993; 

Abdullah et al., 2016).  

The Code highlighted achieving these responsibilities and tasks lead to improve the accountability for 

different parties and improve the level of control inside the company and this is the ultimate aim of the 

JCGC, it also highlighted competent and independent members in the board can reduce the conflict of 

interest and provide rational decision to the business. The board of director’s composition plays a 

crucial role in controlling and managing financial processes in companies; the board characteristics are 

significant in decision making processes, they influence the quality of their decisions (Pearce and 

Zahra, 1992).  

Basiruddin (2011) assessed the correlation between corporate governance structure and the quality of 

audit after having studied empirically. In his work, he examined a 350 selected companies listed in the 

UK from 2005 to 2008. The results revealed that there was a significant positive relationship between 

quality of an audit and the percentage of independent directors on the board. Furthermore, using a 

sample of 184 listed Chinese businesses from 2001 to 2004, (Lin and Liu, 2009) investigated the 

consequence of corporate governance regarding selecting large audit companies. The results obtained 

from their study of logistic regression analysis established that companies with CEO duality and a 

high proportion of majority shareholders are less liable to recruit a high-quality auditing company. 

The previous literature indicate efforts to investigate the perception of different parties who involved 

in the corporate practices such as external auditors, board members and investors about the efficiency 

of the corporate governance practice including the board of director, Goodwin and Seow (2000) have 

conducted an empirical research by employing survey questionnaire to get understanding about the 
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effectiveness of the corporate governance system from the perception of external auditors, investors 

and board members in Singapore, the participants have been asked to identify their point view about 

the effectiveness of the corporate governance practice by indicating their view about the influence of 

the ICGMs on the EAQ and financial reporting quality, they were asked to identify how of the 

effectiveness of  audit committee, the strength of an internal audit factors and the effectiveness of a 

corporate code of conduct could influence the financial reporting quality. The results of the study 

indicate from the auditor perceptions, the internal audit function is the most important mechanisms 

because they think the internal audit play important role in improving the level of control and audit 

work and reducing the risk of audit, while the board of directors considered the board as the most 

important mechanism that effect on the quality of monitoring process. Effective audit committee was 

found to be as important factors that influence audit service, discover fraud and errors in the financial 

report.  

In their study, Boo and Sharma (2008) investigated the influence of governance structure on the audit 

method in relation to audit fees. Their study employed a sample of 357 banks based in the USA for the 

duration of 2001. They ascertained that there is an important association with regards to client size, 

audit complexity, audit risk and auditor-related variables with audit fees. Conversely, their research 

also established a negative correlation between audit fees and the independence of audit committees. 

Furthermore, collecting data from 162 companies listed on the Istanbul Stock Exchange (ISE) from 

2005 to 2009, Karaibrahimoglu (2013) undertook a study on the correlation between auditor choice 

and corporate governance. His work determined that ownership concentration, in addition to the 

independence and size of the board are crucially linked with the choices that the Big-4 audit 

companies make. Moreover, Karaibrahimoglu (2013) determined that the size of the board and board 

independence, as well as institutional ownership and CEO duality have a considerable effect regarding 

the choice of an industry-specialized auditor. Additionally, he reported that corporate governance had 

a substantial effect on the choice of the auditor by the Big-4 companies in comparison with the choice 

of industry- specialized auditor.  
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Qualified directors are necessary due to their extensive experience, knowledge and independence from 

the management. Similarly, directors holding multiple directorship positions have been long 

recognised as a vital part for firms seeking to control their external environment and at the same time 

access vital resources. Studies have found that a large number of directors having more than one 

directorship use their influence to draw out positive corporate governance improvements and improve 

decision making quality throughout their boards (Eugene et al., 1983). Moreover, the members’ 

qualifications and the size of the board determine the effectiveness of the board’s ability to play 

multiple roles. Devoting sufficient energy to multiple roles may be significant so as long as there are 

enough board members that will take up that role and are duly qualified to effectively perform their 

duties (O'Sullivan, 2009). This research employed agency theory to describe and understand whether a 

company’s demand for EAQ is a purpose of effective corporate governance and to test the ICGMs 

systematically associated with the level of EAQ.  

A large number of studies argue that board structure with qualified members who perform their work 

properly enhances the board’s level of contribution and effort in the monitoring role over the auditor 

choice (Lin and Liu, 2009). Based on the agency theory perspective; board member in the company 

should be independent from company’s management to perform their monitoring role effectively over 

the other governance (Beasley, 1996; O’sullivan, 2000). Moreover, corporate governance claim that 

these qualified directors are necessary for a monitoring role due to their extensive experience, 

knowledge and independence from the management (Means, 1941; Fama and Jensen, 1983). Thus, it 

is expected that outside directors in comparison with executive directors are more connected with high 

EAQ since executive directors encounter higher conflict of interest (Carcello et al., 2002). In order to 

monitor the corporate management effectively, it is argued that higher quality of audit is sought by a 

superior percentage of non-executive directors in the board (Beasley and Petroni, 2001). This is 

supported by previous studies (O’Sullivan, 2000; Zanani et al., 2008); they have reported that there is 

a significant positive relationship between independent directors and EAQ. More specifically, they 

argued that non-executive directors engaged with a more intensive audit as a supplement to their own 

controlling tasks. A further possible support for this argument is that O’Sullivan (2000) and 



 
88 

Karaibrahimoglu (2013) demonstrate that an independent director has positive influences on the board 

and EAQ. A company board with a majority of independent members is considered an effective 

monitoring mechanism (Fama and Jensen, 1983). This leads to better control of management actions. 

Kamardin and Haron (2011) and Bertoni et al. (2014) argue that  management influence on 

independent director is less than on inside director, because they are an outside director and would be 

an effective monitoring tool. Existing agency theory proposes that effective member is considered one 

of the best monitoring mechanisms to control management actions (Lee, 2008).  

On the other hand, accounting research claims that the percentage of non-executive directors 

diminishes the number of qualified people in terms of company-specific knowledge and skills related 

to the firm’s environment and they do not engage in daily management activities (Forbes and Milliken, 

1999). Since they are external to the company, they may have little understanding and practice with 

respect to internal operations activities. Some prior studies claim that there is no relationship exists 

between an independent board and EAQ (Makni et al., 2012).  According to agency theory boards' 

ability to monitor other governace bodies is enhanced by non-executive directors and hence enhances 

the EAQ. Furthermore, JCGC (2008) asserts the necessity of non-executive directors in maintaining 

firms’ resources and protecting shareholders’ interests. The JCGC (2006: p. 4), provides of definition 

non-executive director as: "Member of the board of directors who is not tied to the company or any of 

the staff of the executive management of that or any affiliated company or any other financial 

relationship other than his shareholding in the company that may be suspected to bring that number 

benefit, whether financial or incorporeal, or may affect their decision".  Moreover, JCGC (2008) 

highlights the significance of recruiting independent directors, who are free from the management 

team and perform effective monitoring mechanisms.  

Corporate governance literature suggests that in order to successfully and effectively perform 

oversight responsibilities and financial reporting process, the board of directors should be 

professionally qualified with financial expertise (Beisland et al., 2015). Since the board performance 

depends on the capability of the board member (Wan and Ong, 2005). However, previous studies 
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recommend that companies essentially separate chairperson and CEO roles to avoid conflict of interest 

and improve the level of control (Makni et al., 2012).  

Similarly, JCGC (2008) emphasizes the significance of separation between chairperson and CEO as 

the separation between these positions reduces the conflict of interest. This allows the chairperson to 

guarantee an effective controlling system. The JCGC (2008) emphasises the separation between 

chairperson and CEO in order to improve the effectiveness of the board decision and negotiation, 

which improve the recommendation to the external auditor. However, some previous studies claim 

that if the CEO acts as chairperson of the board, there is a descending switch to lower EAQ  (Zanani et 

al., 2008; Lin and Liu, 2009). The literature further shows that external auditors rely less on the 

internal control system when role duality arises (Bliss et al., 2011); this increases the likelihood of 

conducting a test of control and a substantive test to assure there is no overlapping in the control 

process due to duality (Nehme et al., 2015).  

Previous studies have found that a large number of the directors having more than one directorship use 

their influence to draw out positive corporate governance improvements and enhance decision making 

quality throughout their boards (Eugene et al., 1983; Means, 1941), thus, reflect on the quality of the 

audit. Similarly, directors holding multiple directorship position have been long recognised as a key 

component to companies seeking to control their external environment and at the same time access 

vital resources (Means, 1941). Member of board who hold multiple board seats are highly 

recommended by corporate governance systems because may have a high level of monitoring, 

adequate and diversity knowledge and skills (Fama and Jensen, 1983). This is supported by Ferris et 

al. (2003) and Yermack (2004) who indicated that qualified and skilled directors take part in multiple 

directorships. Multiple directorships are highly recommended by corporate governance systems 

because they may offer greater effectiveness to the board in which directors are seen to bring to the 

board strategic knowledge, high-quality monitoring and resources (Fama and Jensen, 1983). Similarly, 

Ferris et al. (2003) and Yermack (2004) claimed that director obtain more invitations as a result of 

firms showing higher performance as well as qualified and skilled directors.  
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According to Hunton and Rose (2008) member of boards with multiple directorships are likely to 

support external auditor opinions for adjustments which are not announced rather than the publicly 

announced restatement which should be disclosed. Hence, recommendation allows the directors to 

protect their reputation from the shareholders and the general public. Moreover, this will allow them to 

correct any errors prior to publishing financial report which will enhance the audit quality. Multiple 

directorships is represented by “the number of directors who are a board member on more than one 

company” (Kiel and Nicholson, 2006; Jiraporn et al., 2008; Ahn et al., 2010; Latif et al., 2013). In 

summary, based on these discussions and arguments, directors who hold more than one board seat in 

different companies are interested in protecting their reputation by avoiding any misstatement and 

fraud.   

The corporate governance literature supports that the board’s composition and competency are 

significant in the decision making; they affect the quality directors’ negotiation and the quality of their 

monitoring role over the financial activities (Pearce and Zahra, 1992). This supported by  Gaur et al. 

(2015) who claim that proficiency and qualification bring resources to the companies. The 

qualifications of board members should relate to finance and economics to provide high quality 

financial decisions. The previous literature also highlighted that the main cause for collapse of large 

companies around the world was due to lack of proper qualification and experience of their board 

members (Lanfranconi and Robertson, 2002). Thus, the directors should understand and analyse the 

financial transaction in the company. The literature further shows that an effective operating board 

requires people with adequate education, high level of knowledge and skill (Milliken and Martins, 

1996). Therefore, an educated and qualified board member is accountable for controlling and 

supervising management actions and decisions in order to protect shareholder interest, as well as to 

make sure shareholders maximize wealth by ensuring the proper controlling system in the companies 

and requiring high audit quality service (Gilson, 1990).  

Moreover, the qualifications and compositions of the board of directors identify the effectiveness of 

the board’s ability to play multiple roles. Devoting adequate energy to multiple roles may be 

significant so long as there are enough board members that will take up that role and are duly qualified 
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to effectively perform their duties (O'Sullivan, 2009). This is consistent with the argument that director 

qualification is considered one of the board’s competence indicators (O’Sullivan, 2009; Gaur et al., 

2015). Previous studies found that there is a lack of consensus on measurement of board qualification; 

board members who have specialized degree in accounting. Other studies have used academic and 

professional certificates as proxy for a qualified board of directors (Gaur et al., 2015) 

The corporate governance literature suggest boards of directors request higher audit quality for a 

variety of reasons; this may arise due to the directors  pursuing to protection of their reputations 

because the directors were blamed for company scams (Fama, 1980; Gilson, 1990), taking 

precautionary measures against legal liability (Sahlman, 1990) and seeking higher audit quality from 

auditors to safeguard shareholder investment (Beasley et al., 1999). The financial report is a result and 

final product of the communication between different parties including managers, directors and 

auditors; thus it is expected that there is association between board characteristics and audit process 

(Baatwah et al., 2015).  

Qualified and skilled board members achieve a significant performance in guaranteeing the 

effectiveness of the board’s controlling role (Basiruddin, 2011). According to (Carcello et al., 2002), a 

qualified board member is more likely to choose a high audit quality service. Financially literate board 

members can analyse and understand financial transaction more than the less literate board of directors 

(Basiruddin, 2011).  

The code emphasis on the significant performance which plays by of the effective board of director, 

the Code recommends that independent members enhance the monitoring role of the board of directors 

over the financial and managerial transactions of the company. With regard the audit service the 

effective board directors in performing their work are predicted to require demand high EAQ in order 

to protect shareholders interest, their reputation and to complete their controlling role over the 

decisions that made by the company (Cohen et al., 2002). Moreover, chair –CEO separation lead to 

enhance the effective monitoring process over the financial reporting.     
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 The key purpose of the Jordanian code is to enhance the investor’s confidence in the quality of 

financial reporting system, according to the code’s principles, the members of the board should 

prepare and publish the company’s financial report (quarterly, semi-annually, annually) as well as they 

should set the firm’s transparency and disclosure policy. The board also is responsible to ensure the 

internal control mechanisms are effective (Eisenberg, 1997), the board is accountable to form the audit 

committee, and this committee composed from executive and non-executive director of the board 

(Abdul Rahman and Haneem Mohamed Ali, 2006). The Jordanian code states the member of the 

board should set mechanisms and tools to ensure the shareholders get the right information in the good 

time to enable them to make the right decision, the member of the board of the director are responsible 

to provide the shareholders with their recommendations and suggestions in the key actions on the 

agenda of the general assembly meeting. Accordingly, hypotheses are formulated based on the 

empirical evidence and agency theory perspective, and will be used in the interpretation of findings. 

Agency theory suggests a set of tools that protect shareholders and enhance the level of control in the 

companies (O’Sullivan, 2000).  

In summary, this research proposes as identified in the following hypothesis that the board of director 

responsibilities and qualifications can help promoting the EAQ service through improving the 

interaction with the external auditors and monitoring system inside the company. Moreover, an 

effective board may pursue to appoint a higher EAQ, since a good board of directors is trying to 

protect shareholders (Zanani et al., 2008, Beasley and Petroni, 2001). Hence, the foregoing discussion 

indicates that there is a relationship between boards of directors and EAQ. The following hypotheses 

were developed: 

H 1: The board of director’s characteristics has a significant effect on EAQ in Jordan. 

H 2: The responsibilities of the board of directors have a significant effect on EAQ in Jordan.   

4.6.2 The influence of audit committee responsibilities and work performance on the quality 

of external audit process: Previous Empirical Evidence 

The significance of the audit committee and it is responsibilities in terms monitoring the financial 

reporting process and external auditor service were emphasized in the prior empirical studies (Stewart 
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and Munro; 2007; Wu et al., 2016). The audit committee is responsible to contact and interact with the 

external auditor, having active communication and effective interaction with external auditors through 

the audit period (Carcello and Neal, 2000; Soliman and Ragab, 2014; Eng and Johansson, 2016). One 

of the key tasks for the audit committee is to coordinate and organize the relationship between internal 

and external audits (Ismail et al., 2016). Moreover, the audit committee is accountable for reviewing 

the internal audit work and ensuring the management apply the internal audit recommendations. The 

board of directors establishes the audit committee to monitor the financial reporting system and to 

provide financial supervision over the company transactions (Menon and Williams, 1994). According 

to the Jordanian Code "the board of directors should provide a formal description of the efforts, 

qualifications, and time commitment estimated from committee members and set up committee 

mandates that address the scope and objective of each committee." (JCGC, 2012: p. 11).  

Kamel and Elkhatib (2013), illustrated developing markets in their study, in their empirical research in 

Egypt, they used a survey to investigate the participants’ perceptions; theses respondents include 

financial managers, external auditors and senior accountants relating to the role of audit committees 

and their probable effect on the quality of financial reporting, the results suggest that “revising 

important changes in accounting policies” is the most significant role for an effective audit committee, 

followed by internal control evaluation. Their findings also reveal that most respondents considered 

the financial experience and independence of audit committee members should be measured when 

choosing members to join an audit committee.    

The JCGC (2006) highlighted that the audit committee should conduct the monitoring tasks over the 

auditing activities and internal control, these tasks include discussing the issues that related to hiring 

and firing the external auditors. Moreover, the audit committee members are engaged in discussing 

and revising matters that related to the external auditors works which include the evidence and 

observations that collected by the external auditors (Abbott and Parker, 2000; Carcello and Neal, 

2000).   
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JCGC (2006) states that public listed firms in Jordan must have an audit committee; according to 

agency theory the majority of audit committee members must be independent directors to reduce the 

conflict of interest and improve the level of control over management activities (Jensen and Meckling, 

1976). The previous studies highlighted that companies with effective audit committee, specifically 

when the member of the audit committee are qualified, independent and perform their monitoring role 

effectively, the companies are less likely to confronted scandals (Mcmullen, 1996; Beasley et al., 

2000). Vinten and Lee, (1993) recommends the strength of audit committee play vital role in 

promoting the quality of financial reporting system. Moreover, Sarbanes Oxley Act (2002) focused on 

strengthen the communication and interaction between external auditor and audit committee (Cohen et 

al., 2012). This is supported by Goodwin and Seow (2000) reported that auditors considered the 

effective audit committee plays vital monitoring role in enhancing the financial reporting quality. On 

the another hand, Cohen et al. (2002) investigated the influence of certain ICGM, such as the audit 

committee and the board of directors on the audit process from the perception of external auditors, this 

study argues that the auditors take into consideration these factors in conducting audit service, this 

study conducted interview with external auditors in order to understand how these mechanisms can 

impact on audit process, their findings also report the auditor perceived the board as main monitoring 

mechanisms which could help improving the financial reporting quality.  

Previous literature highlighted the significant of the audit committee in promoting the financial 

reporting quality (Ghafran and O'sullivan, 2013). There have been some attempts that investigated the 

association between governance practice and audit service by employing secondary data (Turley and 

Zaman, 2004; Zaman et al., 2011; Kikhia, 2014). On another hand, there is a lack of studies that used 

primary data to measure this relationship since the survey questionnaire approach provide more 

reliable implications (Contessotto and Moroney, 2014). The audit committee should evaluate and 

review the firm’s communication with external auditors then provide the board of director with 

comments and feedback based on the interaction with external auditors (Abbott and Parker, 2000). 

Furthermore, timely and appropriate information is essential as it allows effective communication 

between the auditor and audit committee, this is ultimately would effect on the monitoring process 
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over the financial reporting process (JCGC, 2006; Cohen, 2002), the audit committee is predicted to 

play a vital role in supporting and enhancing the monitoring process in the company, this is ultimately 

helps in improving the external audit process quality and preventing reporting failure (Lee et al., 2004; 

Turley and Zaman, 2004). This is supported by the Jordanian regulations as the Jordanian Code 

highlighted the importance of the effective and independent audit committee because they are free 

from the management’s pressure and they ensure high quality of financial reporting through 

demanding high external EAQ. 

Haka and Chalos (1990) investigated the factors that effect on the level of disclosure from external, 

internal auditor and manager, there was consensus about the factors that influence the level of the 

disclosure and accounting policy which followed by the company, and the main factor was the 

effectiveness of the board and audit committee. JCGC (2006) highlighted that a large committee’s size 

is connected with diverse perceptions, which improve accessibility of both human and resources 

availability in the meeting room and it is expected to offer stronger monitoring system. Moreover, the 

JCGC (2006) highlighted the importance of the audit committees should have member with the 

financial expertise in order to perform their work properly. Furthermore, it emphasises the importance 

of audit committee’s role in nominating qualified external auditors and providing recommendations to 

the board about their nomination. The audit committee should assess the external auditor's strategies 

and conduct a regular review during the audit function. 

DeZoort (1997), investigated the opinions of audit committees regarding their supervision role within 

businesses, the results reveal that audit committee members perceived their role in internal control as 

main monitoring mechanisms that improve it’s effectiveness, DeZoort’s findings reveal that majority 

of the audit committee members consider that they do not have the necessary expertise required to 

supervise auditing practices, and they believe that it is essential to have the business experience so that 

they can perform their role appropriately. The findings also suggest that audit committee do other 

tasks in addition to what is identified in the code statement, which consequently increases their 

supervision responsibilities.  



 
96 

Furthermore, DeZoort’s study (1997) demonstrates that audit committees value internal control 

assessment more, and see this as one of the crucial roles they must undertake. This agrees with the 

various legislations placed on the responsibility of the audit committee in monitoring and assessing   

control procedures. The study also illustrated that audit committees carry out other vital roles such as 

examining financial statements and evaluating the usefulness of external auditors. However, it was 

noted that the audit committees believe that setting fees for the auditor and evaluating special 

transactions were not as significant.  

In their research, Beattie et al. (2013) investigated the views of auditors, financial officers and audit 

committee members to discover what economic and regulatory variables that improve and contribute 

to the EAQ. These groups of participants evaluated various audit committee communications factors 

with auditors between the most important aspects that improve EAQ and the respondents highlight the 

role of the audit committee in guaranteeing high EAQ. Audit committees are primarily enthusiastic 

about regulatory recommendations pertaining to audit committees, for instance their accountability for 

endorsing the appointment and elimination of auditors to the board of director, besides agreeing the 

payment of external auditors.   

In their study, Cohen et al. (2002) recommended that external auditors believe that audit committees 

do not have sufficient efficiency and authority, and their role in cooperating with the auditors was 

regularly submissive. Additionally, they believe that boards of directors have more active role. 

Nevertheless, Stewart and Munro (2007), claim that these findings may not applicable in these days as 

audit committees receive plenty of consideration and several rules are endorsed that emphasis in the 

role of the audit committee in enhancing the level of control and quality of audit service. Consistent 

with the previous studies, auditing has an impact on the reliability of the financial information, seeing 

as the greater the level of the EAQ, the more likely that more accurate and reliable information will be 

produced. Undeniably, the importance of an auditor's report relates to the accuracy and truthfulness 

with which the audit process has been conducted. Subsequently, further research is required to address 

this relationship. To conclude, the research stated that a well-functioning audit committee is 

recognised as effective ICGMs in reducing incidences of financial report fraud. Furthermore, it is 
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worth mentioning that literature indicates that the characteristics of both the client and it’s auditor, in 

combination with their existing relationship, are likely to be significant with respect to improve EAQ 

and auditor independence. In summary, the significance of the audit committee and the role of the 

audit committee in the financial and monitoring process highlighted in the previous literature, this 

research propose as identified in the following hypothesis that the audit committee performance can 

help promoting the EAQ through improving the interaction with the external auditors and monitoring 

system inside the company.  

H3: The audit committee responsibilities have a significant influence on EAQ in Jordan.   

4.6.3 The influence Internal Audit Factors on the Quality of Audit Service: Previous empirical 

evidence 

Internal audit factors have been established to investigate and evaluate the level of internal control and 

monitoring process in the company (Zain and Subramaniam, 2007). Previous empirical results and 

auditing standards acknowledge that internal audit can contribute to the external audit work in various 

ways (Abbott et al., 2012; Mohamed et al., 2012; Mat Zain et al., 2015). More especially, in the recent 

years in responding to the governance failure, the regulators search for ways to promote the 

effectiveness of the internal audit in preventing any fraud and emphasis that the internal audit is 

accountable for fraud reporting for both externally and internally (Khelil et al., 2018), as the recent 

scandals showed that the internal audit was involved in these scandals (Khelil et al., 2016). 

Specifically, the ISA 610 highlighted that the extent of this contribution depends on the quality of 

internal audit as assessed by the external auditor (Felix Jr and Gramling, 2001; Abbott et al., 2012; 

Mat Zain et al., 2015). There are some professional standards and principles highlighting the 

relationship between internal and external audit such as the ISA. Hence, these standards regulate and 

organize the relationship and interaction between external and internal audit to maximize the benefit 

from their tasks. Despite the distinctive roles of internal and external audit, there are several ways in 

which cooperation and coordination between the two of them exist to provide systematic outcomes 

(Mohamed et al., 2012; Abbass and Aleqab, 2013) and the common aims for both of them is to 
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discover the material misstatements and weakness and then report them. They also seek advice and 

help from each other (Goodwin‐Stewart and Kent, 2006; Edge and Farley, 1991).  

In recent years, internal auditing has become more and more identified as an essential control 

mechanism that can be utilised to help the board of directors and audit committee to achieve the 

objectives of the business (Gramling et al., 2004, Spira and Page, 2003). In the post-Sarbanes-Oxley 

era, this is revealed by the increased requirement for internal auditing to take place (Carcello et al., 

2005). Jordanian governance code states and identifies internal audit as a vital technique of the internal 

mechanisms to measure internal control. Moreover, it plays an important part in fulfilling an effective 

governance system (Sarens and Abdolmohammadi, 2011; Ho and Hutchinson, 2010). Internal audit is 

considered one of the key ICGMs (Adams, 1994; Mat Zain et al., 2015). It focuses on the relationship 

between internal audit activities, characteristics and audit quality. Since the main role of the external 

auditor is different from the main role of the internal auditor, there are many ways for collaboration 

and coordination between the two roles; this may be lead to improving the level of control and audit 

quality (Gramling et al., 2004; Goodwin‐Stewart and Kent, 2006; Mat Zain et al., 2015). There are 

common interests and purposes between the two of them since the main aim for both of them is to 

discover the martial misstatements and weakness and then report that as well as both of them seek 

advice and help from other (Goodwin‐Stewart and Kent, 2006; Edge and Farley, 1991).  

In addition, internal audit plays a vital part in applying an effective governance structure (Sarens and 

Abdolmohammadi, 2011; Ho and Hutchinson, 2010), thus, this study intends to investigate the 

significance of internal audit as one of the key ICGMs (Mat Zain et al., 2015). For example, prior 

studies have utilized internal competency as one of the essential dimensions of internal audit (Said 

Suwaidan and Qasim; 2010; Abbass and Aleqab, 2013). The competency of internal audit is vital to 

the internal auditor performance in order to perform effective audit service (Messier and Schneider, 

1988).  

Auditing standards acknowledge that internal audit can contribute to the external audit work in various 

ways (Mohamed et al., 2012), specifically, the ISA 610 highlighted that the extent of this contribution 
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depends on the quality of internal audit as assessed by the external audit (Felix Jr and Gramling, 2001; 

Abbott et al., 2012; Mat Zain et al., 2015). There are some professional standards and principles 

highlighting the relationship between internal and external audit such as ISA. Hence, these standards 

regulate and organize the relationship and interaction between internal and external mechanisms to 

maximize the benefit from their tasks. Despite the distinctive roles of internal and external audit, 

several ways in which cooperation and coordination between the two of them exist to provide 

systematic outcomes (Mohamed et al., 2012; Abbass and Aleqab, 2013).   

Based on the agency theory perspective, the main purpose for internal audit is to enhance the 

reliability and confidence in the financial reporting system for the company (Jensen & Meckling, 

1976); thus, the existence of audit service is premised mainly on agency theory (Singh et al., 2014). 

Furthermore, agency theory describes that the need for high audit quality is through a monitoring 

proposition (Chayasombat, 2010). 

The internal auditors are responsible for performing various duties that are related to the company’s 

accounting system by employing techniques to produce a high quality financial reporting system 

(Moeller, 2009). According to Ho and Huthch (2010) the main tasks of the internal auditor are to 

assess, test and make recommendations regarding any deficiency aspect identified in the company’s 

monitoring system or internal control procedures (Ho and Hutchinson, 2010). As result of this, the task 

of internal auditor helps to prevent fraud, decreases the risk of corruption and improves control over 

company’s transactions (Lin et al., 2011; Abbott et al., 2016). Similarly, the external auditors are 

responsible for performing similar tasks and actions with similar purposes and benefits. Therefore, the 

overall control over the company’s financial transactions would improve when external and internal 

audits work together (Margheim, 1986; Krishnamoorthy, 2002).   

Furthermore, the internal and external auditor relationship commenced a long time ago (Burton, 1980). 

However, this relationship has reached a significant level in recent years through corporate governance 

(Ratcliffe, 2003). Hence, the roles of internal and external auditor are complementary, resulting in 

similarities of roles, which improves reliability (Gramling et al., 2004). More specifically, some 
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characteristics of internal audit competency influence the audit fees which may influence EAQ (Felix 

Jr and Gramling, 2001; Mohamed et al., 2012).  

As a consequence of that, the external auditor evaluates the internal audit to identify the value of 

internal audit activities and competency before deciding to rely on the internal audit work (Ho and 

Hutchinson, 2010). According to Zain et al. (2009) the economic outcome of this association between 

the external and internal audits is still unclear and has mixed results (Mohamed et al., 2012). 

Moreover, the literature claims that there is scant and mixed results on the relationship between 

internal audit and external audit (Abbass and Aleqab, 2013); hence, examining the relationship 

between ICGMs and EAQ still needs more investigation (Kikhia, 2014; Aghaei Chadegani, 2011; 

Holm and Laursen, 2007; O’Sullivan, 2000; Zaman et al., 2011).    

Internal audit is a governance mechanism which works as an insider monitoring body on management 

actions and decisions (Akinteye et al., 2015). According to Akinteye et al. (2015), internal audit 

should possess the main factors of quality work performance, competency and objectivity. Moreover, 

previous studies indicate that competency of internal audit is the main part of external auditors’ 

dependence on internal audit (Messier and Schneider, 1988; Abbass and Aleqab, 2013). Previous 

results of these empirical studies indicate that the external auditor relies more on a qualified and 

competent internal audit (Ho and Hutchinson, 2010), so long as they are competent and professionally 

qualified to preform high level of quality performance. Moreover, Arena and Azzone (2009) find the 

tenure of the internal auditor in the company affects the overall audit competency, this will help to 

build trust and reliability in the audit output, this would improve the level of EAQ. Similarly, Beasley 

et al. (2000) and  Alzeban (2015) support that an internal audit department with more qualified and 

professional staff is more likely to discover and prevent fraud.  

Prior studies on the criteria of auditor assessment of the competency of internal audit focus on 

particular characteristics to evaluate the internal audit competence and include; internal auditor 

obtaining an accounting and auditing professional certificate (e.g. Certified Public Accountant “CPA”) 

(Brown, 1983; Cahill, 1994; Mohamed et al., 2012). This is so because the internal auditor can 
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perform monitoring and oversight duties effectively and successfully if they have a professional  

qualification (Mohamed et al., 2012). The importance of internal audit experience (Messier and 

Schneider, 1988), the training programmes, and educational and qualification level all play an 

important factor for assessing auditor competency. (Reinstein et al., 1994; Said Suwaidan and Qasim, 

2010). Hence, internal audit competency reflects the characteristics of internal auditors with attributes 

like skills employed, the level of experience and education, and accounting and auditing certification 

(Margheim, 1986). These attributes would aid the external auditor to improve the reliability of the 

financial statement audited.  

According to the auditing standards “external auditors evaluate internal auditors’ performance, 

objectivity and competency” in order to decide the extent of reliance on the internal audit work (Mat 

Zain et al., 2015). Therefore, these factors are more likely to influence the evaluation of and reliance 

on internal auditors by the external auditor. Furthermore, there are two main competing theories that 

seek to explain and predict the relationship between external and internal audits: substitution theory 

and complementary theory (Ho and Hutchinson, 2010). This is supported by previous studies and 

auditing standards that suggest that the complementary relationship exists between external and 

internal audits and their contribution to audit financial report (ISA 610, SAS No. 65; Hay et al., 2008). 

Thus, auditing standards support coordination between internal and external audits to complete the 

audit of the financial report. Therefore, it is expected that the cooperation between internal and 

external audits aid improvement of the audit quality of the financial report audit. 

In addition, objectivity of the internal audit is related mainly to reporting relationship and 

independence between internal audit departments with other parties within a particular company, 

allowing free communication channels to external auditors (Margheim, 1986). Hence, each company 

sets a distinctive objectivity, which is a criterion different from another company, with each 

organization defining its own objectivity criteria (Schneider, 1984); for instance, the nature of the 

connection between internal and external auditors allows either free communication channels or not 

(Margheim, 1986). 



 
102 

Recent research have investigated the effective corporate governance mechanisms and how they (i.e. 

internal and external mechanisms) work in synergy to improve the reliability of the financial reporting 

system for the company (Abbass and Aleqab, 2013; Singh et al., 2014). The rationale for the 

complementary relationship is that more effective quality of internal audit initiatives are seen to reflect 

on the company that seeks for higher quality of corporate structure which leads to higher external audit 

quality to complement internal corporate governance mechanisms. Further, Goodwin et al. (2009) and 

Hay et al. (2008) suggest the complementary perspective which indicates that companies committed to 

effective corporate structure  are likely to request higher EAQ and also engage in a greater level of 

internal audit. However, the substitution perspective proposes that more effective internal audit will 

decrease the external audit work (Saidin, 2010). On the other hand, the complementary perspective 

propounds that better quality of internal audit is likely to be connected with higher external quality 

(Mat Zain et al., 2015).  

Previous literature has investigated the external auditors’ perception of internal audit factors. The 

findings from these studies show that there are three key internal audit factors specifically, objectivity, 

competency and work performance. Moreover, the table illustrates a ranking of factors that were 

employed by external auditor in assessing the internal audit work. Empirical findings from these 

studies show that there are three key internal audit factors identified by these studies specifically, 

objectivity, and competency and work performance. 

Recent literature has focused on the relationship between the external audit and internal audit function. 

The study by Said Suwaidan and Qasim, (2010) examined that the importance of internal factors 

which may affect external audit work. Specifically, their findings shown that the external auditor 

observed work performance as the least significant factor that affected their work while objectivity of 

internal audit is the most importance factor in their decision relating to their reliance on internal 

auditors in the conduct of their work; further, their findings indicate auditor’s perception of 

competency and objectivity as factors that can help them to conduct external audit work and they can 

depend on the competency of internal audit work. According to (Edge and Farley, 1991; Maletta, 

1993; Messier & Schneider, 1988) competency is considered as one of the most significant factors that 
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influence external audit work. The competency of the internal auditor leads to the level of internal 

audit performance, hence, high level of performance which requires a professional and qualified 

internal auditor (Margheim, 1986; Haron et al. (2004). Moreover, these competency characteristics 

portray the internal auditors as having done an effective internal control task which leads to improve 

recommendations related to the accounting system (Edge & Farle, 1991; (Saidin, 2010). In the same 

view, Edge and Farley (1991) investigated external auditors’ perception in relation to internal audit 

factors’ effect on external audit work; their findings argued that competency is the most significant 

factors affects external audit quality while objectivity as the least significant factor to affect external 

audit work. However, Schneider (1984) focused on the factors that external auditors assess to 

determine the power of the internal audit role; he found that work performance is considered the most 

significant characteristics. Furthermore, Maletta (1993) examined external auditors choice to use 

internal audit work as evidence; they found that the external auditors’ consider a complex configured 

process in making a decision Additionally, they considered effects of different factors of internal 

audit; for instance, external auditor considers the influence of internal auditors performance only when 

independence and competency are high.  

In their research, Felix et al. (2001) observed the influence and effect internal auditors have on 

external audit work, concerning audit fees. To accomplish the aims of the study, Felix Jr and Gramling 

(2001) created two questionnaires. The initial questionnaire was distributed to companies that had 

been audited, while the second questionnaire was distributed to external auditors. The outcome 

revealed that the contribution of internal audit to external audit service is an important element with 

regards to audit fees, and has a negative correlation. The research also ascertained that the availability 

and quality of internal audit play a substantial role in establishing the contribution made by internal 

audit in relation to external audit work. 

Similarly, Al- Twaijry’s (2004) study found that the extent of internal audit effects on external audit 

quality depend on the competency and independence of internal audit. Further, the findings indicated 

that, when the external auditors believed in a confident observation about internal audit competency 

and objectivity then they tend to depend more on internal audit performance. However, when they 
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held negative opinion about competency or objectivity of internal audit, they tend to depend less on 

internal audit performance. In their study, Prawitt et al. (2011) looked at whether the reduction in 

external audit fees was primarily caused by external auditors’ dependence on internal audit work or as 

a result of the direct assistance that the internal audit were providing during external audits. Their 

findings, which were constructed on survey information obtained during (2001–2006), imply that 

external audit fees are only diminished when external auditors acquire direct help from the internal 

audit and not when they rely on the work carried out by the internal audit. 

However, studies by Maletta (1993), Al-Twaijry (2004) and Said Suwaidan and Qasim (2010) found 

work performance is the least significant factor. They mentioned the objectivity of internal audit is the 

most important factor for internal audit function. Furthermore, studies by Haron et al. (2004) and Edge 

and Farley (1991) found objectivity to be the least significant factors. In recent studies, Mohamed et 

al. (2012) done a research on the developing market in Malaysia. In this case, they concentrated on the 

influence of the internal audit work contribution in relation to external audits and internal audit 

competency. As a result, they established that the dependence of external auditors on internal audit 

work was in fact related to the reduction in fees. Nevertheless, their research did not concentrate on 

the value of the internal audit and moreover, how the relationship between the quality and contribution 

of the internal audit and external audits has an influence on audit fees.  

It is worth noting that the standards established to guide external auditors in connection with the use of 

internal audit function (IAF) work, state that features like communication, technical competence, due 

professional care and objectivity, are fundamental to the work. It is also essential to indicate that there 

are four IAFs that are expected to comprise a range of roles and responsibilities. These include 

supporting risk management processes and offering reassurance. Additionally, it is possible that an 

IAF which is superior in quality will have a greater opportunity of interacting with other governance 

mechanisms, for instance audit committees and management, as well as boards of directors (Zain and 

Subramaniam, 2007; Sarens et al., 2013)   
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These studies offered mixed findings and are inconclusive in terms of ranking of theses internal audit 

factors; these factors are bases of external auditor assessment of internal audit work and all these 

factors influence external auditors’ decisions. Thus, according to the above argument it is reasonable 

to assume these factors impact on EAQ.  

H4: There is significant relationship between the internal audit competency and the quality of external 

audit in Jordan.     

H5: There is a significant relationship between the internal audit work performance and EAQ in 

Jordan.     

H6: There is a significant relationship between the independence of internal auditor and EAQ in 

Jordan.   

4.7 Chapter Summary 

This chapter commenced with the explanation of corporate governance definitions and descriptions of 

the demand for effective governance. It also provides insights about definitions and demand for 

corporate governance. This chapter provided descriptions of EAQ and demand for high EAQ. It also 

has explained the prior research that connected specifically to the relationship between ICGM and 

EAQ through identifying the main governance mechanisms, it also developed research hypothesis 

based on theoretical and empirical evidence. It has offered a review of the studies on EAQ and the 

mechanisms that are probably can effect on the level of EAQ. It allowed choosing the research 

variables based on the previous empirical literature and illustrate how this research expand and 

connect with the previous studies.  

The review of the literature was as comprehensive argument regarding the role and function of ICGM. 

It has presented and reviewed ICGM including board of directors’ responsibilities and qualifications, 

audit committee performance and responsibilities and internal audit factors in terms of their effect on 

EAQ. The concepts of EAQ and corporate governance were explained in this chapter. The next 

chapter explain a detail discussion on the research methodology that employed to conduct the 

empirical part, research process of collecting data and research philosophy.  
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   5     Research Methodology 

 

5.1 Introduction 

After shedding light on the literature that related to the research areas in the previous chapters and 

analysing and developing the theoretical background, which provided the relevant theories to this 

research, and a review of literature has been conducted in the preceding chapter. Thus, the aim of this 

chapter is to develop and describe the research methodology, approaches, philosophical assumptions, 

research design and the steps that used to conduct the empirical part of this study. Mingers (2001) and 

(Kothari, 2004) described research methodology as  a structured of procedures and rules of actions to 

assist in collecting reliable and valid empirical evidence. According to the (Crotty, 1998: p.3) research 

methodology is “the strategy or plan of action which lies behind the choice and use of particular 

methods”. It is research process for seeking new knowledge (Creswell, 2007). 

Furthermore, Sekaran (2003: p.5) define research methodology as an “organised, systematic, data-

base, critical, objective, scientific inquiry or investigation into a specific problem undertaken with the 

purpose of finding answers or solutions to it”. Thus, the first step for conducting research empirically 

is to identify the best ways to collect data and information to accomplish research objectives and 

answer research questions (Saunders et al., 2012), these methods of collecting data should be 

appropriate for addressing research aims and objectives, there are three key approaches of collecting 

data includes quantitative, qualitative and mixed methods (Densen and lincoln, 1994). The quantitative 

approach is suitable for investigating the relationship between variables, while the qualitative 

approach provides a deep understanding of a social problem, and offers the researcher significant 

flexibility in constructing the structure of the research process, mixed approaches is 

conducting research that involves qualitative and quantitative methods in single study (Johnson et al., 

2007). The questionnaire is the most appropriate method for collecting data to explain the relationship 

between the variables (Hinkin, 1998).  
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This chapter discusses and describes the research process and steps that used to conduct the empirical 

part of this study, address research gaps and achieve research objective which are earlier stated. The 

research objectives are addressed and the research questions are answered through collecting primary 

data by using questionnaire and interview. It also offers an explanation of the research design and 

rationale for using sequential explanatory mixed approaches. This chapter describes the importance of 

selecting the applicable scientific methods to get understanding about the phenomena under 

investigation (Sekaran and Bougie, 2016). Moreover, this chapter presents the justification of the 

research paradigm and research design, it also provides a description and rational of the research 

approaches. This chapter also discusses and explains the research paradigms and designs from various 

perspectives, the most appropriate paradigm is depending on the researchers’ assumptions and 

believes, and this chapter explains different research philosophies and their ontological and 

epistemological assumptions and then provide justifications for post-positivisms paradigm.      

5.2 Research Paradigm and it’s Assumptions  

The concept of philosophy was first presented by Thomas Kuhn (1970: p.175) to state “‘the entire 

constellation of values, beliefs, techniques, and so on shared by the members of a given (scientific) 

community.” Subsequently it has been borrowed by research methodologists (e.g., Guba, 1990; 

Denzin and Lincoln, 2005; Collis and Hussey, 2014), in order to describe a believe system involving 

epistemological, ontological and methodological assumptions. Several endeavours have been made to 

define and interpret the research paradigm. Research paradigm known as research philosophy that 

related to the assumptions shared among researchers that help in clarifying methodology and research 

design. Paradigm is a framework that helps in explaining and understanding social phenomena through 

a focus on the ontological and epistemological underpinnings (Saunders, 2011; Johnson & 

Onwuegbuzie, 2004), it is helpful in explaining and clarifying the ontological and epistemological 

assumptions (Saunders, 2007). Johnson & Onwuegbuzie, (2004) highlighted the significance of 

choosing the suitable paradigm to guide the research process for the selection the most proper methods 

and design. According to Denzin and Lincoln, (2005) research paradigm is the process of the scientific 

research that depends on the researcher’s assumptions and philosophies that include ontological, 
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epistemological and methodological stand. Further, “A research paradigm is a perspective about 

research held by a community of researchers that is based on a set of shared assumptions, concepts, 

values and practices” (Johnson and Christensen, 2013. p: 31). Thereby, the research paradigm is the 

base that shapes the process and procedure of data collection and interpretation.  

Moreover, Collis and Hussey (2014: p. 43) defined a paradigm as “a philosophical framework that 

guides how scientific research should be conducted”.  It is a worldview and the way we do things: “In 

simple terms, it is an approach to thinking about and doing research” which means it is a way of 

thinking (Antwi and Hamza 2015: p. 218). In other words, it is general rules about the existence of 

knowledge ideas and realities. Hence, early in any research, it is fundamental to ascertain the research 

design and paradigm. For Guba and Lincoln (1994) and (Teddlie and Tashakkori, (2009), research 

paradigm consists of four main paradigm, involving interpretivist, critical theory, positivism, and post-

positivism. Neuman (2000) has classified research paradigm into three main paradigm, including 

positivism, critical social science and constructivism.  

Positivist philosophy aims to explain the phenomena through accurate measurement and control the 

situation and phenomena in a reasonably objective way(Remenyi and Williams, 1998) (Remenyi, 

1998), the Positivist paradigm has been used to understand and confirm theory and test hypothesis. On 

the other hand, Interpretivist philosophy purposes to build theory form the emerged data, Morgan and 

Smircich (1980) and Morgan (1998) argue that chosen specific paradigm depend on the research 

design and question (Holden and Lynch, 2004). The research that carried out through employing 

positivist view has the ability to address broader situations and large sample size (Easterby-smith et 

al., 2012). Scientific approaches can be used in order to confirm and understand the reality (Easterby-

Smith et al., 2012; Easterby-smith et al.,2012).  

The post-positivism view the reality as general laws and single and fixed fact in nature (Guba and 

Lincoln, 2005; Denzin and Lincoln, 2005;` Teddlie and Tashakkori, 2009; Bryman and Bell, 2015), 

the researcher needs to develop accurate instrument to capture and measure the essence of the research 

phenomena (Remenyi and Williams, 1998; Pathirage et al., 2008) and the role of the researcher is 
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constrained and controlled in terms of data interpretation and collection (Denscombe, 2010), however, 

the Interpretivist ontology assumption focus on the multiple realties of the interpretation of the 

phenomena and the reality doesn’t exist itself and it depends on the context and individual experience 

and perceptions (Hughes and Sharrock, 1997).  

Further, philosophical beliefs known as paradigm which is a worldview of interrelated assumptions 

that offer a framework which guides the researcher in the choice of methods, participants and analysis 

techniques, before choosing research methods of the study it is significant to identify the applicable 

paradigm in this research because the research paradigm known as belief system and  this belief 

system in the study is helpful in choosing and clarifying the most appropriate instruments and research 

design to use (Cruickshank, 2012),   

According to (O’Leary, 2004) post-positivism challenges quantitative approach as the post-positivists 

researcher believes that the world is “ambiguous, focuses on multiple rational, and it is difficult to 

understand fully, it requires multiple methods to understand the world form different perspectives. The 

post-positivism paradigm is similar to the positivist in terms of it is established based on observation 

and then interprets it into numeric measurements (Ryan, 2006), This paradigm is established on two 

main elements; determining the research problem within the current social reality, then how it will be 

improved with clear description to the evaluating the context. On another hand, interpretivism 

epistemology stands fit with observable phenomena focus on the context (Creswell, 2007). 

Interpretivism scholars consider that understanding the phenomena comes from relations with 

participants to collect subjective evidences (subjectivity) (Guba and Lincoln, 2005). The post-

positivism view the reality as general laws and single and fixed fact in nature (Guba and Lincoln, 

2005; Denzin and Lincoln, 2005;` Teddlie and Tashakkori, 2009; Bryman and Bell, 2015), the 

researcher needs to develop accurate instrument to capture and measure the essence of the research 

phenomena (Remenyi and Williams, 1998; Pathirage et al., 2008) and the role of the researcher is 

constrained and controlled in terms of data interpretation and collection (Denscombe, 2010), however, 

the Interpretivist ontology assumption focus on the multiple realties of the interpretation of the 
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phenomena and the reality doesn’t exist itself and it depends on the context and individual experience 

and perceptions (Hughes and Sharrock, 1997).  

In this study, the researcher adopts post-positivism position which highlighted unbiased position and 

impartiality leading to deductive reasoning and accurate empirical measurements and observations, the 

researcher recognises the significance of the studying and investigating the nature of the relationship 

and the process that explain how these relationships are occurring. Easterby-Smith et al. (2012) 

explain the assumptions behind the post-positivism as the social phenomena exist externally and it is 

feature should be measured through objective way instead of being inferred subjectivity position, 

which means that the researcher is believed to be separated from what the researcher study. This 

philosophy allow providing empirical evidence through using mixed methods research design 

(Amaratunga et al., 2002). Philosophical beliefs known as paradigm which is a worldview of 

interrelated assumptions that offer a framework which guides the researcher in the choice of methods, 

participants and analysis techniques, before choosing research methods of the study it is significant to 

identify the applicable paradigm in this research because the research paradigm known as belief 

system and  this belief system in the study is helpful in choosing and clarifying the most appropriate 

instruments and research design to use (Cruickshank, 2012),   

5.3 Researcher’s Worldview Assumptions (Ontological and epistemological assumptions)  

Philosophical positioning of study related to the assumptions that developed regarding “the proper 

source and way to build the knowledge (Creswell, 2007; Guba and Lincoln, 2005) Ontology is linked 

to the nature of reality (Creswell, 2007) and the researcher’s worldviews (Schwandt, 2007). 

Epistemology is related to the validity of the knowledge and how the researcher constructs the 

knowledge; it is divided into two main epistemological positions which are objective (the researcher is 

detached from the matters being researched) and subjective (there is dynamic interaction between the 

respondents and researcher to generate knowledge) (Collis and Hussey, 2013). 

Further, ontological views of academic research concern the worldviews of the research regarding the 

knowledge and nature of reality (Schwandt, 2007), according to Tashakkori and Teddlie (2010)  there 

are two main views as to whether the reality is existed on the world and itself independent of human 



 
111 

however, the another view is the believe that the human construct the reality and the researcher need to 

discover the reality (Bridge and Clark, 2007). According to the positivism paradigm the reality is 

independent and objective (Bryman, 2006), in this perspective, the role of the researcher is restricted 

related to interrelating with what the researcher study and data collection (Guba and Lincoln, 2005), 

hence, the researcher has to develop proper and accurate methods to capture and understand the 

essence of the research problem (Denscombe, 2010).   

On other hand, according to the interpretivist paradigm the reality and knowledge is dependent on the 

context and subjective, in this case the realities depend on the participants (Guba, 1996) and 

observable phenomena emphasis on the context (Creswell, 2007), it is difficult to divided the reality 

from the observers (Hirschman, 1986), this means there is flexibility in collecting the data and it gives 

the researcher freedom in interacting with the participants. The ontological assumptions are based on 

the nature of study’s knowledge. Thus, the objective  epistemological position conducts accurate 

systematic research steps and follows a theoretical framework to collect and interpret the data 

(Remenyi and Williams, 1998; Johnson & Onwuegbuzie, 2004), however, epistemological position 

create knowledge through dynamic dialogue between the researcher and participants (Ponterotto, 

2005). This interaction influence on the research process, as the researchers’ values influence on all 

aspects of research, thereby, the researcher must clearly state their values and believes and use them 

alongside the research process (Guba and Lincoln, 2005). Research paradigm includes 

epistemological, methodological and ontological assumptions (Johnson & Onwuegbuzie, 2004), thus, 

paradigm is the way which develops believes system including different elements. These assumptions 

are depend on philosophical believes of the researcher such as constructivism and positivism (Collis 

and Hussey, 2009).  
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Figure 6: Research Paradigm 

 

Source: Durant-Law (2005) 

Ontology raises concerns related to the nature of the reality or the world while referring to 

propositions about belief or claims about how things work (Saunders, 2011). Epistemology refers to 

the source and construction of knowledge (Hanson et al., 2005, Creswell, 2007). In other words, it 

examines the origin and nature of acceptable knowledge (Becker et al., 2012), particularly with respect 

to its methods as well as the difference between rational and justified belief and opinion. Furthermore, 

research paradigm describes claims and beliefs concerned with (ontology) the nature of reality, 

(axiology) what exist in reality and (epistemology) how this reality is captured (Leong, 2008). Further, 

Burrell and Morgan (1979) highlighted main assumptions that related to the nature of social 

phenomena involving, epistemology, ontology and methodology.  

More specifically, there are two main schools of thoughts that reflect epistemological standpoints; 

objectivism and subjectivism (Lincoln, 1995). Furthermore, Bryman (2012) describes epistemology as 

what should be measured as acceptable knowledge in the field; it is focusing on process of thinking to 

understand phenomena (Guba and Lincoln, 2005). By conducting qualitative interviews, this allows 

getting the direct experience of the external auditors and asking them follow-up questions. According 

to Scotland, (2012 P:9) epistemology concerned to answer the question “how knowledge can be 

produced, developed and transferred?”.  
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Interpretivist believes that the world doesn’t exist by itself and the reality is subjective and depends on 

the participants experience and their context (Hughes and Sharrock, 1997). On another hand the post-

positivisms researcher believe the reality exists in the world as general laws and facts, they believe 

also in critical realism which concerns single and independent reality but with multiple perceptions 

(Healy and Perry, 2000).  

Positivism argues that the research phenomena could be measured or observed numerically 

(observable variables). Saunders et al. (2011) defined that the positivism paradigm is concerned with 

reality and fact, moreover, the researcher should keep a detailed judgement on the quantitative 

observation which could be transformed easily to statistical analysis and quantitative approach is most 

appropriate for the positivism paradigm. Positivism scholars depend on theories to describe or 

investigate relationships between variables ((Morgan and Smircich, 1980; Collis and Hussey, 2014), 

while constructivism researcher’s emphasis on discovering meanings of specific problem.  

Positivism researcher believes in single reality (Guba and Lincoln, 2005), they are looking on the 

knowledge as truth and fact that can be studied and measured”, while constructive (interpretivism) 

researcher believes in multiple realities (Becker et al., 2012), these realities dependent on the 

individual (Guba, 1996). Positivism researchers believe that knowledge and understanding comes 

from objective evidences that are observable and quantifiable (Collis and Hussey, 2014).   

Interpretivism and positivism are the two key research philosophies (Collis and Hussey, 2014).  

However, there are other philosophy between these key philosophy which fit mixed methods approach 

such as Post-positivism. Post-positivism researcher believe in single reality but more critical than 

positivist as a researcher cannot be fully understand, multiple perspective (Guba and Lincoln, 2005); 

this paradigm allows the researcher to collect qualitative data to confirm and get deep understanding 

of quantitative results. Post-positivism researcher believes in critical realism to develop better 

understanding and capture aspects of the phenomena. For post-positivism researcher believe in critical 

realisms. Table 8 summarised different philosophies which have been discussed in this section.   
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Table 8: Research paradigm, philosophy, methodology and design. 

Research paradigm, methodology and design 
Dimension of contrast Positivism 

researcher believe in  

Post-positivism  researcher 

believe in 

Interpretivism 

researcher believe  

Methods Quantitative  

(Teddlie and 

Tashakkori, 2009; 

(Denzin and Lincoln, 

2005) 

Mainly quantitative (Teddlie 

and Tashakkori, 2009; (Denzin 

and Lincoln, 2005),  

Qualitative (Bryman 

and Bell, 2015) 

Research paradigms/ 

Worldview element 

Ontology is nature of reality 

Creswell (2007)- worldviews 

for knowledge 

Schwandt (2007). 

Positivism researcher 

believes in single 

reality and (Guba and 

Lincoln, 2005). 

“There is single truth 

that can be studied 

and measured”. 

Verified hypothesis.   

Single reality but more critical 

than positivist as a researcher 

cannot be fully apprehended 

and understand, multiple 

perspective (Guba and Lincoln, 

2005), better understanding 

(Teddlie and Tashakkori, 2009) 

Critical realisms. Verified 

hypothesis.   

Multiple realities 

(Becker et al., 2012). 

Realities dependent on 

the individual (Guba, 

1996). Individual and 

collective 

reconstructions.  

Epistemology (the source and 

construct the 

knowledge(Creswell, 2007)- 

process of thinking to 

understand  something  (Guba 

and Lincoln, 2005) 

The researcher can 

use only rigor method 

(Denzin and Lincoln, 

2005).    

Their  epistemology  

stand observable 

phenomena can offer 

credible data and 

facts (objectivity)  

(Hanson et al., 2005 

The researchers can 

approximate the nature (Denzin 

and Lincoln, 2005).  

- Impartiality  and  distance 

- Their  epistemology  stand 

there is need to interact with 

what the researcher study 

(control minimum interact) 

(Merriam, 1991) 

“The research validity comes 

from peers – the research 

community”  

(Denzin and Lincoln, 2005. P 

103). Interview can be 

employed to determine 

objectively the reality in the 

subject’s mind (Ryan, 2006).   

The individual 

construct the reality 

based on their own 

understanding 

(Denzin and Lincoln, 

2005).  

Their epistemology 

stands closeness, 

subjective (Guba and 

Lincoln, 2005).  

Observable 

phenomena focus on 

the context (Creswell, 

2007).    

Methodology (research process 

for seeking new knowledge) 

(Creswell, 2007)) 

Quantitative Approximate reality by using 

different methods. (Guba and 

Lincoln, 2005) 

Dialogic, 

Qualitative(Guba and 

Lincoln, 2005) 

Most popular research aim Predicating and 

explaining 

 

Multiple objectives mainly 

focus on the  explaining and 

describing  

- Mainly for understanding  

- To understand very closely 

the mechanisms which 

contribute to specific results.     

Discovery and 

exploring  

Approach (process how new 

knowledge search for) 

(Johnson‐Laird, 1991; Johnson-

Laird, 1999).  

Hypothetical 

Deductive  

Primarily hypothetical 

deductive (Teddlie and 

Tashakkori, 2009; (Denzin and 

Lincoln, 2005).  

Inductive (Schwandt, 

2007) 

Research design offers a 

general strategy for the 

collection and analysis of data 

Bryman and Bell (2015)  Data 

Highly structure, 

large sample. 

Statistical confidence 

test  (Hanson et al., 

Collect data from different 

perspective to understand the 

phemonmna as much as 

possible.   Credibility, 

Small sample, in-

depth investigation. 

Produced by inquiry 

methods. Exploratory 
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Sources:  Compiled by the author based on the sources; Hanson et al., 2005; Denzin and Lincoln, 

(2000); Denzin, N. K. (2010), Creswell and Plano Clark (2011).  

Gill and Johnson (2010), state that scholars on critical realists consider that reality and  knowledge 

exist but cannot be fully discovered and understand because of the nature of the research problem and 

the researchers’ insufficiency of discovery the reality by employing single methods and rely on 

positivism paradigm purely, thus, the researchers approximate the reality by using different methods 

(Guba and Lincoln, 2005), collect data from different perspective to understand the phemonmna as 

much as possible. Therefore, in order to understand the relationship between ICGMs as outlined in the 

research objectives, sequential explanatory mixed methods (survey questionnaires and interviews) 

have employed, this research design fit with post-positivist approach. Figure (7) illustrate the different 

approaches and characteristics of the research scale.  

Figure 7: Characteristics of the “qualitative - quantitative research scale” 

 

Source: Adapted from Bright (1991, p25) and Wiersma (1995, p14). 

Based on what have been discussed, the post-positivism is the most appropriate paradigm for this 

research, for this research the underlying methodological assumptions tend to address the key 

collection- strategies of inquiry  

and  Quality criteria 

2005 

Explanatory research 

conformability and 

dependability. Either 

Explanatory research or 

Exploratory research. 

Sequential explanatory mixed 

methods.   

research (Schwandt, 

2007).  
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components of research data collection, sample and analysis. Post-positivism allows the researcher to 

employ mixed methods design. Thereby, in any study selecting the research paradigm should be 

consistent with philosophical assumptions, methodological approach and methods of collecting data 

since the methodological approach depends totally on the research paradigm as well as the methods of 

gathering data, and the types of data analysis tests are based largely on the methodological strategy. It 

is important to select the suitable research philosophy which relates to the phenomena under 

investigation (Burell and Morgan, 1979). This study adopts a post-positivist paradigm viewpoint to 

support the sequential mixed methods that is deemed suitable to answer the research questions of this 

thesis. 

5.4 Aligning of the Research Design and Paradigm to the problem and aim  

The motivation of this study emanates from the problems of audit failure and weak corporate 

governance mechanisms that caused by conflict of interest and information asymmetry between 

different parties as explained in details in the introduction chapter. The demand for quality of audit 

service started after audit failure, based on the problems which highlighted and identified in this 

research, this research is explanatory in nature because the main aim for explanatory research is to 

investigate and explain the relationship between variables as explained in the appendix four in details 

(De Vaus and De Vaus, 2001). Due to the nature of the study problem and the type of study objectives, 

the study adopts the deductive approach to investigate the relationship between ICGMs and some 

aspects of EAQ (Bryman and Bell, 2011). Hence, this study tests theory and hypothesis (Johnson‐

Laird, 1991; Johnson-Laird, 1999). Deductive reasoning works from general to specific implications 

(Babbie, 2010). Figure (5.3) illustrates the process of the deductive approach, the process of this 

research starts with a comprehensive analysis of literature to build the hypothesis and develop 

theoretical framework. Furthermore, to test the hypothesis that developed, this study employs the 

quantitative methods (Bryman and Bell, 2011; Gill and Johnson, 2010). The collected data is analysed 

to reject or confirm the hypothesis as well as to prove or modify the theory. The interviews serve to 

explain and clarify specific results from the quantitative data and confirm the quantitative findings and 

it can be analysed deductively (Braun and Clarke, 2006). Moreover, the qualitative data employed to 
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validate and confirm the quantitative data (Creswell, 2013). More especially, this is can be useful 

when unexpected results, significant and non-significant results and ambiguous results that arise from 

a quantitative stage. This is supported by Braun and Clarke (2006, p.9) who claim that thematic 

deductive approach can be applied to analyse the interview with taking into consideration the themes 

that first stage or prior research might have highlighted.   

 “Deductive thematic analysis would tend to be driven by the researcher’s theoretical 

or analytic interest in the area, and is thus more explicitly analyst driven. This form of 

thematic analysis tends to provide less a rich description of the data overall, and more 

a detailed analysis of some aspect of the data........ You can either code for a quite 

specific research question (which maps onto the more theoretical approach)” (Braun 

and Clarke, 2006, p.9) 

Therefore, deductive approach is the most applicable approach that fit with aim of this research and 

the research methodology; the approach used in quantitative research is deductive in nature where 

specific data are deduces from the theories in order to test the theory to ascertain relationships or cause 

and effect by using statistical techniques (Collis and Hussey, 2014). However, interpretivism studies 

with inductive approach are more suitable in the qualitative methodology (Corbin and Strauss, 2014 

p.9). According to Braun and Clarke (2006) deductive approach can be employed to examine the 

interview data through thematic analysis techniques, they highlighted that the researcher “emphasis on 

that specific pattern in coding the interview data“ (Braun and Clarke, 2006). Therefore, this approach 

allowed the researcher to code the data with trying to fit into pre-existing coding frame and with 

paying attention during coding process to the themes and codes that quantitative stage, theoretical 

framework and previous research have identified.  

5.5 Study Research Design and Methods of Collecting Data   

A research design is a general strategy of actions that established to understand the phenomena. It is 

crucial to identify the research design that fit with the research paradigm and philosophy (Saunders et 

al., 2011). Burell and Morgan, (1979) defined methodology is an approach that relates to various ways 

and methods that the researcher uses in addressing the research objectives scientifically; Collis and 
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Hussey (2014) have proposed that there are three main methodology approaches qualitative, 

quantitative and mixed methods. The research design offers a plan for data collection and analysis as 

well as addressing research questions (Bryman and Bell; 2015). There are three main different 

designs; quantitative, qualitative and mixed methods (Saunders et al., 2011). A quantitative approach 

is employed to test theories by investigating the relationship between variables (Collis and Hussey 

2014), while the qualitative approach is employed to provide a deep understanding of phenomena or 

problems and the meaning ascribed by participants (Creswell 2013). However, mixed methods study 

employs both quantitative and qualitative approaches with connected analysis tools (Saunders et al. 

2009). Mixed methods approach comprises a combination of the two main research methods, 

quantitative and qualitative (Williams, 2011). According to Creswell (2013), there are three main 

major approaches; qualitative, quantitative and mixed methods approach. Each includes methodology 

approaches, methods, analysis data and ethical considerations applied in conducting research. This is 

supported by Sekaran and Bougie, (2013) who describe research design as a set of techniques for data 

collection and analysis for accomplishing research objectives and answering study questions. 

According to Creswell (2013), research design comprises three main areas: research methods, 

philosophical assumptions and strategies of inquiries. Hence, choosing the research design for this 

study is influenced by the nature of the study and research questions. Therefore, this research applies 

sequential explanatory research design to understand the research phenomena and answer research 

questions. Research design guides the researcher in drawing the research process and identifying the 

research paradigm (Creswell and Clark, 2007). One of the main research design is exploratory 

(qualitative) which is conducted when there are not enough earlier studies which could support the 

research process (Neuman, 2002). Moreover, exploratory design focuses on discovering new visions 

about the research problem; this design provides flexibility to the researcher in collecting data about 

various aspects of the phenomena (Creswell and Clark, 2007). Exploratory design aligns with the 

interpretivist philosophy, which aims to understand and explore complex issues (Pfeffr, 1993), and 

understand individual experience concerning the meaning of the social phenomena (Hirschman, 1986). 
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Thus, this paradigm is considered the most appropriate philosophy to explore a new insight about the 

specific phenomenon from various experiences and viewpoints (Easterby-Smith et al., 2012). 

On the other hand, explanatory research mainly emphasis investigating the relationship between and 

how specific factors can influence other factors. According to explanatory research design results, the 

researcher can determine the direction and strength of the relationship between variables; it also allows 

understanding the main factors that play important roles in the research phenomena (Schindler and 

Cooper, 2005). Moreover, explanatory design (sequential explanatory mixed methods fit with the post-

positivism paradigm) endeavours to provide better understanding about relationships between 

variables as explained in details in section (5.3 and 5.4).   

It has been argued that mixed methods research has various advantages over single methods and 

provides a better understanding (Fielding, 2012; Creswell, 2013). According to what has been 

discussed the sequential explanatory research strategy is the most suitable study design for this 

research; it allows achieving the developed research objectives (Schindler and Cooper, 2005), 

specifically, this research design allow testing hypotheses and theory as well as getting rich data about 

the relationship between the ICGMs and EAQ through taking the advantage of details data which can 

be collected by conducting the interviews (Greene et al., 1989; Creswell and Clark, 2007). According 

to this research design, the priority is given to the quantitative stage due to the nature of the research 

phenomena as explained earlier since this research developed hypotheses and tested theory (Morgan, 

1998; Creswell and Clark, 2007). The research design development is guided by the research questions 

(Morse, 1991; Morgan, 2007). However, there are some limitations and disadvantages for this kind of 

mixed methods; table 9 illustrates the advantages and disadvantages of the sequential explanatory 

design. 
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Table 9: Summary of sequential explanatory design characteristics (mixed methods) 

When to use this design?  Opportunities  Strengths Limitations and challenges, 

weakness  

- To help explain, interpret or contextualize 

quantitative findings. 

-To examine in more detail significant and 

non-sig results and unexpected results from a 

quantitative study. 

-To understand why it is happening. 

-Allows tackling a research problem from 

two or more perspectives. 

-To get and gain comprehensive and “better 

understanding” of a specific research 

phenomena,  

-This design allows explaining and 

interpreting the earlier quantitative results by 

providing richness and details explanations.  

-Straightforward design and easy to 

implement in two stages.  

- It allows addressing research questions at 

different levels. 

- It allows addressing the weaknesses of a 

single approach.   

- Feasible to implement 

because the stages fall 

into clear separate 

phases.  

-The strategy is easy to 

explain and the findings 

easy to report and 

connect and report. 

- To gather detailed 

views from the 

respondents. 

-Requires a considerable long 

time and resources to finish all 

data gathering, given the two 

stages. 

- Time-intensive for data analysis. 

--It is challenging to decide the 

procedures to carry on in 

sequential design. 

 

Source (Creswell; 2003; Williams, 2007)   

To address and overcome these limitations, developing research strategy was carefully established and 

tested in two month pilot study as well as through following well-established mixed methods scholars 

in applying this methodology. Thereby, the integration and combination of the quantitative findings 

which focused on establishing significant association between some governance mechanisms and 

some aspects of EAQ while qualitative findings which focused on the process and ways of how 

ICGM, can improve the quality of the audit process.  

5.5.1 The connection and integration between the qualitative and quantitative stages “How to apply”   

As mentioned earlier in this chapter, the sequential explanatory approach is characterised by 

commencing with quantitative data followed by qualitative data which are built based on the 

quantitative results. “Integration refers to the stage in the research process where the connection and 
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integration of the qualitative and quantitative data happens” (Ivankova et al., 2006. p: 8), the 

integration of the findings of two sets of data at the interpretation and discussion stage of the study 

(Onwuegbuzie and Teddlie, 2003; Greene et al., 1989). The first stage, the quantitative approach, is 

developed based on the empirical, theoretical evidence and gaps in literature. Consequently, 

quantitative data is gathered and analysed first and the findings are used to inform the following 

qualitative stage (Creswell and Clark, 2007; Teddlie and Tashakkori, 2009). The second stage, the 

qualitative approach, is designed according to the quantitative unanticipated results obtained from the 

first stage (Creswell, 2003), to understand why these results happen and explain how these results 

happened in conducting the qualitative stage, which allow getting further explanation and clarification 

(Ivankova et al., 2006).  

One of the main foundations for adopting a sequential explanatory design and post-positivist 

approach in this research is that the starting point is a quantitative study (Stage 1), because the 

research objectives and questions are explanatory and quantifiable in nature as explained earlier; 

moreover, the study variables are observable and quantifiable. Based upon this research hypotheses 

are established after reviewing the literature extensively, to test the hypotheses. For these reasons this 

study starts with a quantitative stage, in order to gain general understanding of the phenomena, to test 

relationships identified in existing literature (see figure 8). According to Robson (2011), the decision 

to choose a specific design strategy includes some concerns such as the aim of the research, the 

techniques for investigation and the nature of the phenomena.  
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Figure 8: Overview of the data collection, analysis and connection (Interpret the connected results) 
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Source:  Created by the author based on the developed mixed methods strategy (Creswell, 2009) 

Although, the mixed methods design is a relatively new strategy, more especially in the accounting 

field, it is getting common in studies exploring practical phenomena in social sciences (Creswell, 

2009). Some of the previous studies in this research area have employed different approaches as 

explained in detail in chapter four; for example, Sulaiman (2011) conducted mixed methods to 

understand the concept of EAQ from the perception of the external auditors and audit committee 

members. Furthermore, Al-Twaijry et al. (2004) employed mixed methods to understand the 

association between internal and external audit. On the other hand, Kikhia (2014) and Al-Ajmi (2009) 

conducted quantitative empirical studies (secondary data) that investigated the influence of ICGMs on 

EAQ such as  audit committee; as explained earlier in the literature chapter. Survey questionnaires 

were employed in the previous EAQ empirical studies (Kilgore, 2007; Adeyemi et al., 2012; Al-

Khaddash et al., 2013; Enofe et al., 2013; Christensen et al., 2015). Thus, based on the best knowledge 

of the researcher, this is the first research has employed mixed methods to investigate and understand 

this relationship. The stages of the qualitative and quantitative are connected in order to build the 

qualitative stage at the level of data are integrated together in order to synthesis and build the 

discussion section (De Vaus and De Vaus, 2001; Creswell et al., 2003).  

5.6 Ethical Consideration   

This research complies and follows with Bedfordshire university ethics procedures and policies (see 

Appendix 4). The research and the ethical issues involved in this research have presented for getting 

approval in fulfilling with ethical practice at the Research Ethical Committee, Bedfordshire 

University. Ethical considerations consider one of the most important pillars for the social research, 

more especially when it involves fieldwork. According to Becker et al. (2012) the research involve 

ethical issues, the researcher need to address these issues such as addressing unethical research 

practices so as to avoid effect on the respondents and attack the privacy and avoiding practise of 

deception. Moreover, the researcher also obtained approval from a local university which is 

Philadelphia University. In fulfilling with ethical practice, all the respondents will be informed clearly 

about the purpose of this study and request them to voluntarily take part in the survey and interview by 
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using- informed consent form and participant information sheet. The participants have informed of 

their ability to withdraw at any stage in the survey process. 

5.7 Fieldwork data collection methods and data analysis techniques  

Research methods are defined as “the techniques or procedures used to gather and analyse the data 

related to some research questions or hypothesis” (Crotty, 1998: p.3). Further, the research method is 

the approach for gathering or discovering empirical evidence in a systematic way to collect valid and 

reliable empirical evidence and understand the phenomena scientifically (Mingers, 2001; Frankfort-

Nachmias and Nachmias, 2007; Saunders et al., 2009). Different research methods applied through the 

process of collecting data, in this thesis, the research proposed to use questionnaire as the main 

methods for collecting data. Subsequently, the study will employ the semi-structured interview with 

selected participants among the external auditors.  

To make this study practicable and to achieve the set objectives, the current study will used different 

methods to achieve research objectives and address research gaps, this investigation gathered data 

through employing interview and questionnaire regarding the phenomenon of EAQ and ICGMs in 

Jordan. Therefore, in order to achieve research objectives, make clear contribution and draw 

comprehensive picture different methods have been employed. As the following sections illustrate the 

rationale behind choosing each method:  

5.7.1 Rationale and justification for using questionnaire and multivariate regression 

This research selects a survey questionnaire as one of the research methods, it is more commonly used 

to get the data from a population about specific phenomena under investigation; it is also considered 

the proper approach because it enables to get a comprehensive and detailed understanding of the 

research questions. In other words, this research strategy is also suitable to produce extensive data size 

effectively at low cost within a restricted time period, it allows the external auditor to express their 

perception about how do they feel about the relationship between ICGM and EAQ (Collis and Hussey, 

2013), and what do they believe about the importance of each indictors to produce high EAQ service. 

With a suitable sample size, a survey displays a numeric depiction of the points of view or beliefs of a 

given population under investigation (Creswell, 2013). Moreover, questionnaire design can be 
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employed to investigate possible factors for the relationships between particular variables (Saunders, 

et al., 2011).  

Furthermore, a questionnaire allows taking a large number of external auditors and generalizing the 

results. In addition, it is an effective low cost way within a restricted time; the respondents do not need 

too much time to complete the questionnaire. In other words, (Beattie and Fearnley, 1998: p.264) “the 

questionnaire method offers richer understandings than is likely employing secondary data, as the 

questionnaire approach involves behavioural and economic aspects”.  

In terms of analysis, it can be analysed more objectively and scientifically; using a questionnaire 

enables using several practical indicators to measure EAQ. In terms of study objectives, the survey 

approach was employed to collect data from participants about their perspectives on specific 

characteristics of EAQ in Jordan. In terms of study variables, there is limited secondary data about 

these variables; hence, collecting primary data enables collecting comprehensive data about study 

variables and is based on external auditor perception. Secondary data doesn’t address behavioural 

factors, it just addresses the economic factors, however, the survey questionnaire can address the both 

(economic and behavioural aspects) (Beattie and Fearnley, 1998). Thereby, the perceptions gained 

from the participants would provide a strong background for future research in this area. Moreover, 

the interview offers deep and better understanding of the research phenomena. The secondary data 

also does not address the perception of the auditors. Thus, this instrument (questionnaire) would be 

helpful to understand and investigate how the practitioner perceived the influence of the ICGMs on 

EAQ. Thereby; the questionnaire allows the researcher to get clearer understanding how external 

auditors view the relationship between ICGMs and EAQ.  

Moreover, this questionnaire allows measuring the non-observable variables that cannot be measured 

through secondary data model by including the variables are not addressed by the secondary data 

models. Subsequently, conducting interviews helped the researcher to develop deep understanding and 

further insight into the influence of these mechanisms on EAQ.  
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The questionnaire enables to collect comprehensive data about the variables (observable and 

unobservable), it allows addressing the perceptions of the auditors who are the provider of the audit 

service and responsible (Hinkin, 1998). Additionally, this study employed mean and standard 

deviation in order to identify the distribution responses of the respondents. A great value standard 

deviation indicates that the data sets are spread out over a broader series of values, while a low 

standard deviation indicates high agreement level between the respondents in other words the data set 

seem to be close around the average. This study computed frequency and percentages in order to 

identify the distribution of the respondents and their responses according to the questionnaires’ 

variables. Multiple regression equation is employed to ascertain the effect of set of independent 

variables (ICGMs) on dependent variable which is EAQ, it allows explain the individual effect of each 

independent mechanisms and the overall influence of all independent variables in the model.  

5.7.2 Rationale and justification for semi-structured interview and thematic analysis   

It has been presented in the research gap section that there is a need to investigate the relationship 

between ICGMs and EAQ through collecting to qualitative evidence, thus, in this study semi- 

structured interviews were adopted, this type of the interview allow gathering data from the 

respondents about their knowledge and experience. Interview is a tool of gathering data through 

formal discussion with the respondents (Mcnamara, 1999; Bryman and Bell, 2015), this study 

conducted semi-structured in order to get further understanding about the relationship between the 

study’s’ variables and to help interpreting and explaining the earlier quantitative results (Louise 

Barriball and While, 1994; Louise Barriball and While, 1994). Conducting interviews allow obtaining 

further understanding of the hypothesis testing either positive or negative relationship by asking 

external auditor about their perceptions regarding the potential consequences of the ICGMs on 

promoting EAQ. In Jordan, the relevant regulations emphasise the importance of these mechanisms as 

important parts of the corporate governance system. Therefore, their perceptions would have 

significant implications for the objectives of this research.  
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This research employed semi-structured interview as a supplementary tool for survey questionnaires. 

Semi-structured interview will be conducted to clarify and get deep understanding of quantitative 

results as explained in details in section (5.6) the methodology section. 

A sequential explanatory mixed methods approach has been utilised in this research, quantitative data 

are gathered and analysed first and the findings used to inform the following qualitative stage 

(Creswell and Clark, 2007). The qualitative phase is valuable in helping to explain and interpret the 

quantitative results and to understand unanticipated results obtained from the initial quantitative study.  

The interview data can be analysed through employing thematic analysis which follows specific 

procedures and steps (Braun and Clarke; 2006), the main aim from using thematic analysis is to 

identify the key patterns and themes in the data set. As explained the main aim of the qualitative data 

is to get further explanation and clarify the quantitative findings. Semi-structured interview is one of 

the key ways of conducting interview; it allows direct communication between the researcher and the 

participants (Uma and Roger, 2003). Furthermore, the face to face interview allows asking open-ended 

questions and following up questions. The thematic analysis allows analysing interview data 

(individual perception and experience) through focusing on main ideas, themes and patterns of their 

responses. The decision of choosing the most appropriate methods of data collection is depend mainly 

on the type of data which allow answering the research questions. According to Cohen & Crabtree 

(2006), the face to face interview is the most proper type when the researcher has only one opportunity 

to meet the research participant.          

The list of interview questions were developed based on the quantitative results and research 

questions, this allow addressing the research themes and objectives. The researcher asked open-ended 

questions in consistent with the quantitative findings and research questions, however, the researcher 

asked other related questions in order to collect in-depth data from the participants, this allow 

understanding how and why these relationships are occurring (Cooper, 2006), this strategy allow the 

respondents to offer their perceptions and opinion about how the relationships between the variables 

are occurring.  
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5.7.3 Rational for choosing external audit as a unit of analysis  

The perceptions of external auditor regarding EAQ meaning and which mechanisms that can influence 

EAQ are vital and significant for various reasons. First of all, the external auditors are the providers 

for audit service and they have opportunity to evaluate their quality performance in terms of which 

mechanisms can help them to perform good quality of audit service, through the auditor’s records and 

documents that are not available to any other groups. Secondly, the external auditors are the final line 

of defense in the governance system and they monitor and check the work of other monitoring bodies 

as well as the auditor should publish report about the results of their assessment. Further, the 

questionnaire and interview which were conducted with the external auditors could offer evidence 

about the EAQ constructing and meaning in practice as well as their views concerning the potential 

influence that the internal governance mechanisms have on the EAQ service. The unit of analysis is 

the Jordanian external auditors and the questionnaire were distributed to all external auditors who are 

working in Jordan and the purposive sampling for the same population was chosen in order to select 

some participants for the interview. Thereby, this study focuses on the external auditor’s perception in 

order to understand these relationships.           

Based on the best researcher knowledge, to date, there are two studies in Jordan which have used the 

same population: the first study was about the factor effect on audit fees (Said Suwaidan and Qasim, 

2010) and the other researched the factor effect on EAQ; (Al-Nawaiseh, M. 2010). As the respondents 

are professionals in the field, the expectation of this study is that they will answer in a rational way to 

provide a valid contribution to the study.  

5.8 Chapter summary 

This chapter allowed the researcher to identify the methods of collecting empirical data to test the 

relationships which developed based on the previous chapter. This chapter has explained the steps and 

assumptions for the empirical work of this research, mixed method, as are applied in this study. 

Sequential explanatory research facilitates the study to understand this relationship and clarify and 

support quantitative results by qualitative evidence. 
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This chapter has also described the connection process between the qualitative and quantitative stages. 

Thus, this study has encompassed post-positivism point views as explained in this chapter and driven 

towards the objectivism standpoint position; it also has adopted deductive reasoning in which the 

qualitative study has a supplementary part to get better understanding of the quantitative approach. 

Moreover, this chapter has highlighted the importance of the methodology that applied in this 

research. Consistent with the post-positivist view, the structure of this thesis is developed to precisely 

establish the process of variables measurement and provided the theoretical framework as this study 

relied on the theoretical and empirical evidence to develop the hypotheses and then conducting 

interviews to get better understanding of the mechanisms that influence the EAQ, this allows 

highlighting the ways in which all these mechanisms can influence the EAQ (Patton, 2000).    

Thus, based on the philosophical assumptions that explained earlier in this chapter, the study aligns 

with post- positivism assumptions and uses a mixed methods approach to collect and analyse the data, 

this allows combine the ‘static views’ of phenomena with discovering the meanings of experience 

(Bryman, 2012). Hence, in this thesis, the research proposed to use questionnaire as the main method 

for collecting data. Subsequently, this study employed semi-structured interview with selected 

participants among the external auditors (Teddlie and Tashakkori, 2003). This research employed 

semi-structured interview as a supplementary tool for survey questionnaires which were used to 

answer the research questions which are established in the chapter one.       

A sequential explanatory design has been utilised in this study, because in this design, quantitative 

data are gathered and analysed first and the findings used to inform the following qualitative stage 

(Creswell and Clark, 2007). The qualitative phase also is valuable in explaining and interpreting the 

quantitative results and to understand unanticipated results obtained from the initial quantitative study. 

This design is commonly employed for quantitative research; weight is given mainly to the 

quantitative findings, which clarifies why this approach is considered explanatory. Mixed methods 

approaches employ the high reliability and validity of both qualitative and quantitative approaches 

(Leech and Onwuegbuzie, 2009). This research has constructed a sequential explanatory research 

design, the next chapter explains a broad description of the quantitative data analysis and results which 
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has been developed to capture and understand the strength of the relationship between variables and 

testing the hypothesis. 
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  6   Stage 1- Quantitative methodology (analysis and findings) 

6.1 Introduction 

The first phase of this research is quantitative investigation which employed the questionnaire survey 

as main instrument in order to collect the empirical evidence from the Jordanian context. This allowed 

addressing the research questions and hypotheses that related to investigate the relationship between 

ICGMs and EAQ. The hypothesis is formulated to accomplish the study objectives and answer study 

questions. As explained earlier in chapter four, board of directors, internal audit factors, and audit 

committee are considered cornerstone of controlling and monitoring mechanisms, theses mechanisms 

could have influence on the EAQ.   

 This chapter also discusses and explains the construction of the questionnaire and data collection in 

detail. Moreover, it provides description of the data collection and population of this study. The 

questionnaire survey is a well-established and effective approach for data collection (Sekaran and 

Bougie, 2016). Cooper et al. (2006) recommend that the questionnaire must be established for gaining 

precise and detailed information about the research phenomena. This section also presents descriptive 

statistics which are related to the respondents and their responses; it also presents the results of 

correlation and multiple regression analysis. This chapter reports and discusses the findings that 

related to the main research hypothesis which were advised to investigate and understand the 

relationship between ICGMs and EAQ.  

This section presents and discusses the design of the questionnaire, as developing the questionnaire 

accurately and comprehensively is vital for collecting precise and correct data as well as to gain better 

response rate. Based on the empirical and theoretical evidence and consistent with agency theory 

perspective as well as in align with the main aim of the Jordanian regulations (JCGC and ISA), the 

hypothesis and the questionnaire were developed. The questionnaire is an instrument that can be used 

to collect primary data through asking the participants set of questions that aimed to elicit the 

participants’ beliefs, perceptions and experiences (Vaus, 2002; Saunders, 2011; Becker et al., 2012). It 
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is also considered efficient way especially when the researcher can determine the measurements of the 

variables accurately and these variables are observable (Sekaran and Bougie, 2016). Thus, this study 

has adopted questionnaire as key instruments to gather required data in the quantitative stage.         

6.2 Questionnaire Construction and Supported References  

The researcher must follow a systematic manner of developing and designing the questionnaire to gain 

precise data and answer research questions (Bryman and Bell, 2015). Saunders et al. (2011) argue that 

the reliability and validity of the questionnaire depend on the way of developing, designing and testing 

the questionnaire. The questionnaire design was done after reviewing previous studies, relevant 

professional standards and regulations as well as doing the pilot study with professional auditors and 

academics as explained in details in the pilot study section. The questionnaire uses Likert scales which 

are an interval scale, the dependent and independent constructs is scaled on 5 point likert scale which 

is treating as interval scale (Wilson, 1971; Hair et al., 1998). The questionnaire should have questions 

and indicators reflecting the level of the data measurement which is suitable to answer the research 

questions as the research questions should be taken into account while designing the questionnaire 

(Bryman and Bell, 2015).  

The questionnaire employed in this research was designed to capture the internal governance 

mechanisms that could influence EAQ in Jordan; the indicators have been adopted from related 

literature (e.g., Deis Jr and Giroux, 1992; Hutchinson, 2010; Said Suwaidan and Qasim, 2010; 

Mohamed et al., 2012; Enofe et al., 2013; Abbass and Aleqab, 2013; Mat Zain et al., 2015) and some 

regulations (e.g. ISA and JCGC, 2006). The participants were requested to specify their views on the 

significance of the indicators given in the questionnaire that contains five Point Likert-scales. The 

questions and indicators were adopted and modified from intense review of audit and corporate 

governance literature. 

The content of each of section of the questionnaire is set out as follows; the questionnaire involves 

four sections. The first section aimed to understand each respondent’s profile, which involves personal 

background and demographics such as professional qualifications, principal role in audit and working 

experience. The second section measured the respondent’s (external auditor) point of view about 
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possible attributes of an audit which could reflect EAQ in the Jordanian context. Moreover, this 

section attempts to elicit respondents’ perceptions about the assessment of EAQ, to some extent, in 

practice. The third section dealt with the point of view of the external auditors on the impact of the 

competency of internal audit on audit quality. This section attempts to obtain practical information 

from the respondents about the role competency of internal audit (i,e. professional certification, 

working experience, training) on improving EAQ.  

The fourth section aims to collect information about the effect of work performance and due 

professional care of internal audit on EAQ in practice as, based on the auditor’s evaluation of the work 

of the internal auditors. Section five aimed to obtain data about the objectivity of the internal auditor 

and organizational status and how they can improve EAQ. This section attempts to elicit respondents’ 

perceptions about the influence of the objectivity of the internal auditor on EAQ, based on the external 

auditor experience and in relation to the Jordanian business environment. The sixth section aimed to 

collect data about the point of view of the external auditors concerning the effect of board of director 

compositions on audit quality in practice. This section attempts to obtain practical information from 

respondents about the role of the board of directors’ compositions in improving EAQ. Section seven 

aimed to elicit the perceptions of the auditors about the role of director in monitoring and financial 

activities in improving the audit quality, several indicators have been asked about the board of director 

compositions and qualifications, these factors comprise the role of the board of director in organising 

and disclosing the company’s monitoring and financial affairs. The importance of the board of director 

and it’s role in the financial and monitoring process that highlighted in the previous literature, thus, 

this section is designed to get the auditors’ perceptions about to what extent the board of director work 

performance can improve the level of EAQ.  

The section eight aimed to understand the importance of the audit committee work performance in 

terms of the financial and monitoring process in improving the level of EAQ as perceived by the 

external auditors. The importance of the audit committee and the role of audit committee in the 

financial and monitoring process and improving EAQ that highlighted in the previous literature  
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(Cohen et al., 2002; Lee et al., 2004; Engel et al., 2010; Ghafran and O'sullivan, 2013; Soliman and 

Ragab, 2014) and supported by relevant legislations (e.g. JCGC, 2006).  

The Likert scale measurement was employed to design the questionnaire for different reasons; all 

questions in this research have been measured by adopting this scale to assess the level of significance 

of each indicator for high EAQ. This scale also allows getting an accurate response and is easy to 

answer; this aids to get a good response rate. This kind of measurement is employed extensively in the 

research area as the previous studies used five point likert scales. Thus, this scale allows improving the 

accuracy and the response rate through making it short and easy to understand especially the 

questionnaire survey have been received low response from the respondents as well as in terms of the 

result the mean for seven point likert scale is the same of five. The starting point for developing the 

questionnaire is the research questions, since the research questions guided the literature review search 

and identify the research constructs and measurements. It was conducted in seven main steps. As 

explained in figure 9.  

Figure 9: The main steps that followed by the researcher for developing and analysing the questionnaire 

 

The questionnaire is identified to be the most effective and reasonable technique of collecting data 

(Saunders et al, 2000). This section describes and discusses the developments and content of the 
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questionnaire, the indicators and constructs of this questionnaire come from three main sources; 

adopted indicators from previous studies, adapted indicators from previous studies to fit with the 

context, some of the indicators also adopted form the relevant regulations and standards such as 

JCGC, (2006) and ISA.    

Given the research context which is the Jordan some of the indicators have been adopted from the 

JCGC (2006) particularly related to audit and board of director responsibilities. Furthermore, several 

indicators have been adopted and adapted from previous empirical studies; table 6-1 illustrated these 

studies and supported references.  

EAQ is measured through adopting or adapting indicators from pervious empirical findings and 

professional standards (i.e. ISA; Carcello et al., 1992; Warming and Jensen, 1998; Kilgore, 2007; 

Sulaiman, 2011; Chayasombat, 2010), as explained earlier EAQ is represented by the various 

characteristics which could enhance and reflect the EAQ. Internal audit has been measured through 

adopting and adapting indicators and constructs from the previous empirical studies, as explained in 

the literature chapter; the internal audit has been measured through using three main construct internal 

audit competency, performance and objectivity (Said Suwaidan and Qasim, 2010; Mohamed et al., 

2012;  Abbass and Aleqab, 2013; Mat Zain et al., 2015). The respondents indicated their view to what 

extent the internal audit mechanisms can improve the level of EAQ using a five-point Likert-type 

scale. Moreover, board of director section is designed to get the auditors’ perceptions about the board 

of director responsibilities and qualifications in improving the level of EAQ, board of director 

responsibilities have been measured through adopting and adapting indicators and constructs from the 

previous empirical studies (Goodwin and Seow 2000; Van Den Berghe and Baelden, 2005; Saidin, 

2010; Bettinelli, 2011; Chizema et al., 2015; Kikhia, 2014) and supported by relevant legislations (e.g. 

JCGC, 2006).  

The role of audit committee work performance and responsibilities have been measured through 

adopting and adapting indicators and constructs from the previous empirical studies (Abbott and 
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Parker, 2000; Cohen et al., 2002; Engel et al., 2010; Ghafran and O'sullivan, 2013; Soliman and 

Ragab, 2014) and supported by relevant legislations (e.g. JCGC, 2006),  

6.3 Questionnaire Administration and Distribution (Data collection) 

As mentioned earlier, the target population will be audit firms in Jordan. In order to gain deeper 

insight, external auditors will be the unit of analysis; the questionnaire is required to be completed by 

Jordanian external auditors who have secured the licence to work in Jordan and their names publicly 

available through the “JACPA” website. Therefore, since the population size is not too large (about 

487). Email addresses and contact numbers were obtained with their permission from the JACPA; the 

researcher also has got more accurate and up to date list of the auditors from the JACPA.  The purpose 

is to have a large number of participants in order to be able to generalise the results from the study. 

They are considered the most representative group of participants for this study, because they are 

independent and the monitoring party, as well as being responsible for audit quality as explained in 

details in section (5.7.3). According to Emory and Cooper (2003), the significance role of a sample is 

how well the sample epitomizes the features of the population.  

Questionnaires are commonly employed for collecting data in the EAQ research to determine the 

factors affecting EAQ (Sulaiman, 2011; Abbass and Aleqab, 2013; Enofe et al., 2013; Mat Zain et al., 

2015). According to Saunders et al, (2011) there are three key kinds of self- administrated survey; 

delivery and collection, which is used for the purpose of this research, postal questionnaire and 

internet–mediated questionnaire (see figure 6.3), delivery and collection questionnaire was employed 

for various reasons: it is easier for distribution; it is more appropriate for Jordanian respondents and 

context and it is easier to complete; and this methods leads to meeting the respondents and increasing 

the response rate. Moreover, Saunders et al., (2012) suggest this kind of questionnaire is employed 

extensively in surveys and it has more control to guarantee the questionnaires are completed by the 

target participants. This technique is better than email and postal questionnaires because of the 

ineffectiveness of the postal service in Jordan, like in other developing countries and may lead to a low 

response rate. According to the literature, the response rate in Middle Eastern countries looks to be a 

low percentage for surveys, varying from 30% to 50% (Kamel, 2006).    
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Figure 10:Types of Questionnaire 

 

Source: Saunders et al. (2011: p. 357). 

Source: As mentioned earlier, the target population will be Jordanian external auditor. To the best of 

the researcher knowledge, to date, there are two studies in Jordan which have used the same 

population, since these studies have got the answer from the external auditor about  their opinion, first 

research about the factor effect on EAQ, the second on factor effect on audit fees (Said Suwaidan and 

Qasim, 2010; Al-Nawaiseh, M. 2010). As the respondents are professionals in the field, the 

expectation of this study is they will answer in a rational way to provide a valid contribution to the 

study (repetition to the previous Paragraph). It should be pointed out that there are a number of 

auditors licensed and registered with the Association who are not practising the profession at the 

present time, for different reasons; this may be for different reasons; some of them are working out of 

the country, some are suspended from its membership, some are suspended from work and based on 

the foregoing, the net study population comprises 311 auditors. The researcher has got the list of all 

Jordanian external auditors from JACPA.   

Prior to sending out the questionnaire, a pre-notification letter sent to the respondents by email and the 

researcher visited some of them in their offices. Thereafter, having received the notification letter, the 

study package, including PIS, ICF and questionnaire was administered for those who accepted to take 

part in this research.   

Moreover, for some participants, the data was collected by contacting the audit firms through personal 

visits to their offices, asking them about the external auditors who are working in the audit firm, and 
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then the researcher has given them the ICF and PIS. The respondents were reminded via emails and 

phone calls to complete their questionnaire. The questionnaire (was accompanied by a cover letter 

from the Business School) with a personification letter, letter Philadelphia University encouraging the 

respondent to participate in the survey. 

This study addressed the whole population of the Jordanian external auditors for the survey, the 

following criteria were used to develop this sampling strategy, survey the whole population instead of 

taking sample since it is short cut, it allows generalise the results (Daniel, 2011; Thygesen and Ersbøll, 

2014), in the case of the Jordanian external auditors population size is small and reachable as well as 

the researcher has access to all external auditors and the researcher all their contact details emails, 

phone number and audit firms location and name, thus, practically the researcher can address the 

whole population. The terms of “census” which related to address the whole population, it is short cut 

instead of taking sample and generalise to the whole population, the researcher address the whole 

population from the beginning, in this case the whole population was addressed (Cochran, 2007). This 

sample allows addressing research questions and achieving research objectives properly and 

comprehensively. The criteria should be taken into account when developing sampling strategy; nature 

of population, objectives of the study, availability of the data, resources and accessibility and the 

research design considerations(Cairns and Pratt, 1986; Kothari, 2004; Daniel, 2011).  

Recruited whole population based called census, when you target the entire population (Kothari, 

2004), the size of the population is critical factor in making sampling choice. Moreover, there are 

some advantages for this kind of sampling when the researcher address the entire population (census) 

selection bias would be diminished in this case (Lindner et al., 2001), the size of the population being 

examined is reasonably small (Etikan et al., 2016), another important factor the heterogeneous of the 

population that lead to reduce the sampling error, in case of likelihood of extremely high non-response 

rate so it favoured to take census (Barlett et al., 2001). It is more effective to take a census rather than 

sampling in order to accomplish research objective, as the main aim of taking the sample is collecting 

information from the small number of the in the large group of participants that represent the whole 

population and provide accurate judgement about the whole population (Cochran, 2007).   
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Thus, the total number of the certified auditors who hold a license in Jordan is almost 480 (JACPA, 

2018), the updated version was obtined from the JACPA on hard copy, however, the number of 

external auditors who are selected for the sample of this study is 311 as the rest of auditors excluded 

because some of them either auditors who are working outside the country and hold a license or 

auditors suspended from work and hold a license (Momani and Hoaat, 2012).    

6.4 Methods of Data Analysis 

In order to test the hypothesis related to questionnaire, various data analyses were conducted using 

descriptive analysis, correlation analysis and multiple regression analysis. This research employed 

multiple regression to ascertain the factors that influence the EAQ in the model (Field, 2009). Various 

tests were conducted to test certain assumptions about the regression model. These include linearity 

test, homoscedasticity, auto-correlation, and multicollinearity. The multicollinearity issue can be 

checked through calculating Variance Inflation Factors (VIFs) for all independent variables involved 

in a multiple regression analysis; Pallant (2004) VIFs should be less than 10 to indicate low 

multicollinearity. Normality test was conducted to test the distribution of the data. Furthermore, 

validity and reliability tests were conducted to confirm that the questionnaires’ constructs and 

indicators are valid and reliable.   

In this study, multiple regression analysis has been employed and the constructs are scaled on a 5-

point Likert scale. Therefore, the multiple regressions analysis allows investigating and assessing the 

impact of different independent constructs on one dependent construct, testing the hypothesis and 

describing how the dependent construct can be described by the value of the independent construct 

(Hair et al., 1998). The decisions of accept or reject of the hypothesis is based on the pre-identified p 

value (significant level), it should be significant statistical which based on empirical evidence to be 

accepted. This study used a Likert scale to measure the variables, the Likert-scaled data can be dealt 

with as interval- scaled data, hence, this study can apply parametric tests of multiple regression 

analysis (Lyons, 1971), as a Likert scale behaves as an interval scale (Hair Jr et al., 2016). Moreover, 

coefficient of determination is used to measure the strength of the association between dependent 

variable and predicators (Ozer, 1985; Nagelkerke, 1991), after that, based on the regression model and 
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p-value “Significance” identifies whether a significant relationship exists between the variables or not. 

Therefore, the hypotheses are accepted with 95% confidence or more which is most common value in 

this research area, it has a greater degree of certainty than other (e.g 90%) and more accurate.  

6.5 Quantitative Approach Quality Criteria  

The term of validity was first introduced by Remmers et al. (1927, p.14) who specified that “a test is 

valid if it measures what it claims to measure”. The validity related to the accuracy of the scores of 

each indicator and how each indicator correlates with the total scores for the construct, to measure the 

validity in the quantitative approach, some of the statistical analysis and experts viewpoint can be used 

(Creswell and Clark, 2007), it encompasses evaluation of the construct validity and content validity. 

Furthermore, the content validity can be ensured if a rational level of consensus happens among 

experts about the construct and it’s indicators (Lawshe, 1975). The concept of “construct validity” was 

first introduced by Cornball and Meehl (1955) who identified the construct validity as the extent to 

which the construct “measures what it claims to be measuring”, this can be evaluated by asking the 

experts to rate the indicators and constructs and to what extent the indictors can measure the constructs 

based on their knowledge and experience. Construct validity measure to what extent the construct 

measure what supposed to be measured (Lawshe, 1975). Reliability indicates the degree to which the 

research measurement and process are replicable and produce similar results (Burns, 1997; Golafshani, 

2003). 

The reliability and validity should be ensured at different stages in the research, according to the 

Mitchell (1983) some statistical tests can be used to check the reliability and validity of the instrument. 

Moreover, in quantitative stage, the validity of quantitative data was ensured at different level of the 

research process, in the beginning of research the researcher conducted extensive review of the 

literature to establish the measurements and indicators from the previous literature, theses previous 

studies already checked the validity and reliability of the indicators and construct, internal validity 

means the researcher has confidence about the accuracy of the relationships that established between 

the variables, in this study the internal validity was established and ensured by establishing the 

relationships between the variables based on previous empirical and theoretical evidence. The external 
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validity is related to the justification for the sampling strategy and to what extent the sample represents 

the population (generalizability) as explained earlier. Testing the validity of the questionnaires’ items 

was performed using Pearson Correlations. The validity test Pearson Correlations is done by 

correlating each questionnaire item score with the total score of the instrument items. The reliability 

was test though computing Cornbrach Alpha, hence, reliability is the degree of the consistency of the 

research results by using the same instrument while the validity is concerned about the accuracy of 

research instrument in measuring what it is trying to measure. Furthermore, the generalizability was 

ensured by addressing the whole population as explained in details earlier.    

6.6 The Pilot Study (Data Collection and Findings) 

This section reports the pilot study results and describes in more detail the improvements that have 

been made to the study design, questionnaire and the research procedure. The pilot study intends to 

test the reliability and validity of the research instrument with a sample of expertise (external auditors 

and academics) (Polit-O'Hara and Beck, 2006).  

In order to guarantee the content validity the researcher adopted the indicators from the existing 

literature for the operationalization of the construct (Drost, 2011); however, the researcher has sent the 

questionnaire to some professionals and experts to check the reliability, validity and suitability of the 

questionnaire to the context under study. The pilot study allow getting feedback from the expert 

concerning the constructs and their measurements and to what extent these measurements fit and 

applicable in the context (De Vaus and De Vaus, 2013), as well as to ensure the conceptualised 

relationships are happening in the Jordanian context before carrying on with the main study. Further, 

prior to commencing the data collection the research process, the ethical issues involved in this 

research were presented for approval in fulfilling ethical practice to the Research Ethical Committee, 

University of Bedfordshire. Further, approval was also obtained from the local university which is 

Philadelphia University.  

The researcher has conducted meetings with expertise (academics and external auditors). The main 

purpose of these meetings with the academics was to present the research design and questionnaire to 

get some ideas and comments to improve the research design and questionnaire structure.  
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6.6.1 Lessons Learned from Conducting the Pilot Study 

At the early stage of any research, it is essential for a researcher to conduct a pilot study to ensure the 

feasibility of the proposed research and the challenges in the fieldwork (Van Teijlingen and Hundley, 

2002). After conducting the pilot study, actual improvements have been made to the study design, 

questionnaire design and the research process based on the experts’ point view (academics and 

external auditors), as well as based on the results of some statistical tests (reliability and validity tests). 

The following are the improvements that were done:  

 The experts were asked to evaluate the suitability of the questionnaire indicators and the 

measurements of the variables with the Jordanian context as well as to confirm the practical 

terms in the questionnaire, this allowed ensuring the indicators are really reflect and represent 

the construct. 

 The researcher found some questions were not applicable based on the Jordanian code, such as 

audit tenure period limit and provide some consultancy service with the audit service. The 

interview with academics intended to ensure the research questions and objectives can be 

achieved by the proposed questionnaire and interview. The researcher has confidence that 

these experts have sufficient understanding and knowledge that required taking part in this 

reach because they have experience and publications in the research areas. Meeting the 

academics and auditors allowed improving the base of the researcher knowledge about the 

relationship between ICGMs and EAQ.  

 In order to measure these construct precisely and to ensure these indicators are represent the 

main construct, validity and reliability test have been conducted in the pilot study and some 

indicators were deleted. After conducting the pilot interviews, the reliability and validity 

analysis, some items were found to be unreliable, invalid and not suitable to the context; these 

items were deleted from the questionnaire.  

 Changing the wording for some indicators to make more practical then the participants can 

understand these concepts and provide valid answer as well as this allowed ensuring the 

contextualising. 
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 The pilot study results confirmed that the researcher is employing a feasible protocol for 

collecting research data to answer the research questions and address the research gaps,  

 Testing the recruitment procedures regarding the external auditors for both survey and 

interviews 

 Assessing the feasibility of fieldwork and to make sure that the researcher can get access to 

the external auditors   

 Establishing questionnaire-completion times and to assess the response rate. 

 After conducting pilot study the administrative procedures regarding the questionnaire 

distribution and collection have been identified. The researcher used pre-notification letter, 

Participant Information Sheet (PIS) and Informed Consent Form (ICF) letter before starting 

data gathering to encourage the participants to take part in the research; this led to improve the 

response rate. 

 Furthermore, various practical ideas were obtained from the expertise for example the 

researcher discussed the title with some expertise (auditors and academics); for example, the 

words “process” and “internal mechanisms” were added to the name of the constructs. 

Furthermore, some of the changes have been done in the questionnaire indicators wording by 

using the practical terms instead of academic terms for example one of the external auditor 

recommends to use independence of internal audit instead of objectivity and another auditor 

mentioned that EAQ characteristics are considered “the code of conduct” in the practice.  

Therefore, after conducting the pilot study and perform preliminary analyses of the collected data, the 

researcher found the study results are feasible and having originality and it is worthwhile to investigate 

the relationship between these concepts. Moreover, conducting some pilot study interviews allowed 

the researcher understanding the perspectives of the Jordanian experts on the research problem. The 

results of the pilot interviews were employed to establish last version of the questionnaire and study 

conceptual framework. Furthermore, the pilot helped to ensure there is a relationship between the 

study variables and to be more confident and the researcher can get access to my unit of analysis as 

well as start having some connections with the participants. Finally, the researcher has got a good 
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relationship with some external auditors who have accepted to take part in the main data collection in 

the future. This allowed increasing the response rates for the main study. Therefore, pilot study is 

essential part of effective study design and successful data collection process (Valiere et al., 2007).  

6.6.2 Fieldwork Challenges 

Data gathering process of this research has been rewarding and challenging. Going to different 

agencies in Jordan and meeting many experts was not an easy task, more especially, the professional 

experts who were either academics or external auditors as they are really busy because of the nature of 

their work, and they do not stay in their offices for a long time. For these reasons, the researcher went 

to their offices many times to ask them for help and to remind them either by emails or telephone as 

well as the researcher contacted many academics in some universities. In spite of notifying the 

research respondents in advance, either by the email or phone, some of them were unavailable. 

However, with perseverance and assistance from Jordanian regulatory bodies such as the JSC and 

JACPA as well as some connections, the researcher was able to get access to 40 auditors and 5 

academics. Some interviews were conducted with the professional experts. The main aims of these 

interviews were developing and improving the research design and questionnaire which focused on the 

governance factors responsible for improving EAQ relating to some corporate governance 

mechanisms in the Jordanian context.  

6.6.3 Assessment of Validity and Reliability of the Questionnaire- Fieldwork  

This section describes the assessment of the reliability and validity of the research instruments and 

measurements. Balnaves and Caputi (2001: p. 89) describe that validity “is the extent to which your 

measures do, in fact, measure the constructs of interest to the research”, whereas reliability “is 

concerned with the ability of the instrument to be replicable”. The questionnaires’ items which 

adopted in this study from different studies to test the association between the variables had been 

verified for validity and reliability containing in some developing countries, however, in Jordan, this 

study is the first as it used these items, based on the best of the researcher’s knowledge. However, 

having adopted and combined these items for use in the new environment of Jordan, this study greatly 
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needed to measure the validity and reliability for these questionnaires beforehand to minimise any 

defect in the final results.  

Pilot study fieldwork - (validity and reliability) 

First of all, the content validity of the questionnaires was assessed by sending the questionnaires to 

two external auditors and five academics in three Jordanian universities (Aiken, 1980), the researcher 

has done meeting with these five academics and two auditors to discuss the research design, variables 

and measurements. Review of the questionnaire by these experts who have publications and 

experience in the research areas, this allows determining content validity and suitability of the 

instrument to the Jordanian context. Thus, to guarantee the content validity of the methods that 

employed for the research, a first draft of the questionnaire based on the suggested recommendations 

and feedback, revisions were made. Thus, these interviews which were done with external auditors 

and academics for validity purposes and to make sure the indicators represent the main construct from 

the practical view and to make sure the sequence of the questionnaire clear and understandable.  

The pilot study data collection was conducted between February and March 2017. The participants 

were Jordanian external auditors. The researcher described to the respondents the research survey and 

privacy policy before participating in the survey and they received the PIS and ICF. The participants 

who are conveniently sampled in the pilot study, as the researcher participated in the scientific 

workshop and presented the questionnaire on this workshop which was organized by the JACPA for 

the external auditors. The researcher distributed 60 questionnaires and only 41 questionnaires were 

collected, with response rate 66%.  
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Table 10:Demographic distribution of the participants 

Variables Variable Categories                Frequency Percent (%) 

Qualifications 

 

Bachelor's Degree      30 73.2 

Doctoral degree 8 19.5 

Master's Degree 3 7.3 

Other (please specify - - 

Specialization Accounting  32 78.0 

Finance 4 9.8 

Business Administration     3 7.3 

Other (please specify) 2 4.9 

Principal role Staff assistance   15 9.8 

Senior 4 36.6 

Manager   10 9.8 

Partner    12  43.9 

Experience as 

external 

Auditor 

Less than 2 years 6 14.6      

From 2-5 years 6 17.1       

From 5-10 years 7 14.6 

More than 10 22 53.7 

Source: fieldwork results based on pilot study survey  

Table 10 illustrates that 30 participants hold a Bachelor’s degree, 19. 5 % hold a master’s degree and 

7.3 % have a doctoral degree. It can also be perceived from the findings that the majority of the 

respondents 78 % specialized in accounting, which is the area of study and 4.9 % specialized in 

business administration because there is a need for management specialization to audit the 

management actions and decisions. It can be also observed that the majority of the participants were 

partners (43.9 %) and this is the highest position in the audit team, which requires much experience 

and qualification. It can also be seen from the table that 53.7 % have experience as external auditor for 

more than ten years and also 14.6 % have experience as external auditor for less than two years.  

Furthermore, after ensuring the content validity, the pilot study was implemented with the respondents 

who are the Jordanian external auditors; the pilot test was conducted with 41 external auditors from 

the targeted population frame. This served as a guide to remove any unreliable and invalid items. The 

validity of every questionnaire indicator was also verified by Pearson’s correlation coefficient; this test 

correlates scores for each indicator of the questionnaire with the total score (Rimm et al., 1992), 

indicator that correlate significantly with the total score proved that the indicator are valid. The results 

of Pearson’s correlation for pilot study showed that the items are significant which indicate that the 
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items are valid and a significant correlation was established between the total score and the score for 

each indicator of the questionnaire. The existence of significant relationships among items means that 

these items measure the same thing. For each item, the majority of the reported values of correlation 

coefficients were above .30 and statistically significant at alpha = 5%, indicating that constructs and 

items were valid.   

 Reliability (Pilot study) 

After implementation the check of the validity of the study tools, it is vital to identify the reliability of 

the questionnaire. The pilot study also tested the reliability (internal consistency) using Cronbach’s 

alpha (Sekaran, 2006). For this research, reliability of the indicators was evaluated by investigating 

stability of the respondents’ responses to all questions. According to the statistical guidelines, the 

coefficient should be >0.7 to be considered “acceptable” as good reliability value (Bryman, 2012). 

Reliability is the possibility of obtaining the same data and results when the research uses the same 

study instrument for individuals themselves. Internal consistency of each indicator and construct was 

assessed with reliability Cronbach’s alpha. This value is the extracted internal consistency coefficient 

of the instrument of the study. The outcome of the reliability test is illustrated in table 11. Reliability 

analysis was performed and the results revealed reliability coefficients for the questionnaire scales 

ranged from 80.8% to 95.7%, which indicates that the constructs are highly reliable. George and 

Mallery (2003; p. 231) offer the subsequent rules of thumb: “.9-1 indicates Excellent, .8-.9 indicates 

Good, .7-.8 indicates Acceptable, .6-.7 indicates Questionable, .5-.6 indicates Poor, and below .5 

indicates Unacceptable. During the reliability analysis, some items needed to be removed from the 

constructs to improve the reliability level and some unreliable items were removed.  
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Table 11: Result of the internal consistency of the study’s instrument tested by using Cronbach’s alpha: 

Studys’ variables-  Construct Number of 

indicators  

Cronbach's Alpha based on the pilot 

study results 

1. Instrument for indicating attributes of an 

audit quality- (EAQ) 

14 92% 

2. Instrument for indicating competency of 

internal audit -(COM) 

5 91.8% 

3. Instrument for measuring the work 

performance and due professional care   -

(WOP) 

9 95.7% 

4. Instrument for measuring independence on 

internal auditor and organizational status- 

(OBJ)  

6 95.4% 

5. Board of director responsibilities 5 93.3% 

6. Board of director compositions 7 90.4% 

7. Audit committee responsibilities 8 80.8% 

Overall 54 93% 

Source: Pilot Study-Reliability Check, “Fieldwork results”. 

Cronbach’s coefficient alpha is employed extensively to measure the reliability of the questionnaire 

construct. The scales were established after reviewing related theoretical and empirical evidence, 

which provided some indication of their content validity. Besides that, in Nunally and Bernstein’s 

(1978) standard, scale reliability of 0.70 and above is favored. The findings of this research show that 

the values of Cronbach’s alpha for scales are varies according to the data analysis, Cronbach’s alpha 

was computed for the scales and the values were on the acceptable level as presented in the table 11. 

This is supported by the reliability coefficient (Cronbach’s alpha) of the constructs should exceeded 

the recommended reliability score of .70 (Hair et al. 2009). However, few indicators were found to be 

unreliable and deleted from the questionnaire to improve the reliability. 

 Factor analysis 

The validity has been verified at various stages during the research, as validity has been defined by 

various authors in different ways (Cook, 2007). The current study employed different approaches to 

measure the validity of the instrument that used to collect the quantitative data; namely, item validity 

and questionnaire validity; correlation analysis was implemented in order to evaluate the questionnaire 

indicators validity. A good instrument should possess adequate construct, item and content validity 
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(Rajamanickam, 2001). Statistical methods (factor analysis and Pearson Correlations) employed in 

establishing the validity of an instrument (Fayers and Machin, 2000). 

Construct validity is employed as the researcher wanted to check the hypotheses using seven 

constructs. Construct validation is suitable whenever the researcher requests to draw the implications 

from test scores to a behavior domain that cannot be sufficiently measured by one item and it should 

be successfully operationalized (Bagozzi, 1991). The current study aims at determining the 

relationships between the internal audit work performance, competency and independence, the board 

of directors composition and qualifications, work performance and responsibilities the board  of 

directors and audit committee work performance and responsibilities and the construct of external 

audit quality attribute. It is also employed to detect the correlation between among the indicators and 

the number of constructs. Each construct cannot be represented by a single criterion, so the researcher 

used a questionnaire of 54 indicators to measure the seven constructs. Factor analysis is good when the 

purpose is to decrease the number of indicators, but is not suitable when the aim is to determine latent 

variables (Pallant, 2013). Hence, the factor analysis was employed in this research to remove any 

invalid items “reduction technique”, this study followed the (Pallant, 2013) steps and guidelines in 

running it. Moreover, a scale (e.g., a questionnaire or measures) is valuable if it is reliable and valid 

(Tabachnick and Fidell, 2007). Factor analysis also is a concept that describes a great number of 

several mathematical measures for examining the interrelationships among some of constructs and for 

describing these interrelationships in terms of a decrease number of items which are named factors 

(Mills, Durepos and Wiebe, 2010), it is employed by the researcher in order to assess the model and 

scale before using them in further analysis such as multiple regression (Tabachnick and Fidell, 2007), 

There are some assumptions for testing the factor analysis to guarantee the suitability of the data for 

performing it, first starts with the correlation matrix,, investigating the matrix, there are many 

combinations of strongly correlated items. However, this method is not very conclusive and factor 

analysis should be performed completely. The majority of the correlations were significant and high 

(i.e., > .3). The high correlations show that two indicators are connected and maybe can be assembled 
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together by the factor analysis. There are some assumptions are verified (Arthur Morgan and V. 

Griego, 1998):  

The determinant (located with the correlation matrix) must be greater than .00001 or at least not equal 

to zero. Here, the determinant was 2.992E-27, which is not above .00001 but yet it is not zero, so this 

assumption was met. The Kaiser-Meyer-Olkin which measures of Sampling Adequacy (KMO) must 

be higher than .70, and is inadequate if less than .50. This assumption was met as the KMO was .940 

(Kaiser, 1960) The Bartlett test must be significant (i.e., significance less than .05). This assumption 

was also met as significance was almost zero, which is less than .05. (Morgan and Griego, 1998) 

Table 12:KMO and Bartlett's Test 

 

Specifically, factorial validity of the scale employed in this research was evaluated by factor analysis 

on the scores of the 54-item scale to discover support for the supposition that this 54-item scale is 

measuring seven constructs. This assumption is supported; a factor analysis on this set of data must 

point to a seven-factor solution. The factor analysis has two main stages; extraction phase and rotation 

phase (Yong and Pearce, 2013). Various approaches are offered for each of the two stages in the SPSS 

factor process (Pallant, 2013). For the current study data set, the principal components analysis (PCA) 

and the varimax rotation methods are employed, as these two approaches are the defaults.    

Therefore, it can be concluded that the researcher can carry on and conduct factor analysis as the data 

is found to be adequate and can be used in factor analysis. Thus, after validating the assumptions of 

the factor analysis, the second step is the extraction of the factors, there are two main criteria are used 

to extract and retain the factors. Initial communalities are approximations of the variance in each 

construct accounted for by all factors. Extraction communalities are approximations of the difference 
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in each construct accounted for by the components in the factor solution. According to the results, the 

outcome ranges from zero to 1 where 1 specifies that the construct can be completely distinct by the 

factors and has no uniqueness. However, a value of 0 specifies that the construct cannot be expected at 

all from any of the factors. Extraction communalities values ranged from a minimum of (.513) to a 

maximum of (.843) (Hayton et al., 2004).  

Thereby, based on the extraction communalities, we can conclude that no item should be dropped 

from the analysis. The second criteria are eigenvalues and Scree Plot, the Total Variance Explained 

demonstrations how the variance is allocated among the 54 possible components. Factor analysis with 

seven factors explained 71% of the total variability of the 54 items data which is good percentage of 

explanations the total variability in the data.  

Another main step for factor analysis is rotation the factor loadings are presented that resulted from the 

varimax rotation. The Rotated Component Matrix results contain all loadings for each indicator. 

However, for each item a loading on only one factor, which is the highest loading among loadings on 

the seven factors (Hair et al., 1998). This study also reported eigenvalues, and percentage of total 

variance described for each rotated component (factor). Based on the findings, the assumptions of 

factor analysis were met KMO was .940 and Bartlett test is significant. Additionally, the loading on 

study’s factors ranges from 0. 416 to 0.794. It can be concluded that the hypothesized research model 

is valid as factor analysis supported a seven-construct solution as hypothesized by the researcher and 

can be used in further analysis. The factors are highly valid based on the factor loading and the total 

variance explained.    

6.7 Analyse the Questionnaire (Results of Main Study)  

In the preceding sections, questionnaire developments, instruments used rationale and details of pilot 

study results, and population were presented. A questionnaire was employed to reveal the perceptions 

of external auditors about the relationships between the variables; this allows providing empirical 

evidence about these relationships. This section presents the questionnaire analysis that includes the 

respondents’ background information and their responses; it also presents the results of the correlation 

analysis and regression analysis. This section presents an in depth explanations of the questionnaire 
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analysis, the quantitative research by using quantitative instrument such as questionnaire allow 

generalizing the results and developing knowledge by using predetermine technique that produce 

statistical data (Neuman and Robson, 2014). Analyzing the results through employing appropriate 

statistical methods allow reaching conclusions from the data that collected. Coefficient of 

determination used to measure the power of the relationship between dependent variable and 

predictors, this process termed the regression analysis which is using for computing coefficient of 

determination which known as also the regression coefficient (Saunders, 2011). This study would use 

regression analysis to estimate the coefficient of determination for independent variable to predict 

dependent variable (EAQ). Standard deviation was used to measure the dispersion of the participants’ 

responses of the study sample from the arithmetic mean, so the higher the standard deviation of the 

responses the more its disagreement and dispersion to the arithmetic mean. Mean allow understanding 

how spread out a set of data from the average value for the participants’ responses.  

6.7.1 Multivariate Analysis and Results (Results of Main Study) 

The analysis of the questionnaires allow answering the research questions and testing the research 

hypothesis through analysing the data and performing the regression model which test the influence of 

the ICGMs on EAQ, the sample of the questionnaire cover the whole population as explained earlier 

and the number of questionnaire received after distributed the questionnaire to the whole population is 

(206) which is represented the population, this sample enables run the statistical test and generalise the 

results (Kane, 1999). The total number of the questionnaire was distributed is 311 questionnaire for 

the whole population, in total 210 questionnaires were returned from the total questionnaires which are 

sent out to the Jordanian external auditors however, after excluding 4 unusable questionnaire the 

number of usable questionnaire is 206 with response rate (66%).       

In this section, data analysis and interpretation are presented. Descriptive analysis section provides 

descriptive statistics of background information of the respondents of the questionnaire as well as their 

responses to the questionnaire questions. Research hypothesis testing section presents key statistical 

tests applied to test research hypotheses and their results in order to achieve study objectives and 

answer research questions. The level of significance used in the analysis is set to .05, based on this 
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significant level the hypothesis were rejected or accepted. At the end of this chapter, results are 

concluded in the summary section. The internal audit, audit committee and board of director are key 

mechanisms in the corporate governance system and they have primary accountability for certainly the 

financial reporting process but also more and more for the transparency and quality auditor’s report, 

regarding the Jordanian context there are various regulations highlighted the significant of theses 

bodies as vital players in the corporate governance process and financial reporting system, as 

explained and discussed in the literature review chapter, this section reports the examination of the 

external auditors perception about the significance of the ICGMs in improving EAQ.        

The main statistics used to summarize and present the responses of the participants are frequencies, 

percentages, mean and standard deviation, these descriptive statistics allow to describes the 

participants and their responses distribution and the general pattern of the data numerically and 

graphically (Saunders, 2011). The Mean of Likert scale items are examined at the interval 

measurement. That is, descriptive data recommended for interval measure indicators contain the mean 

for central tendency and standard deviations for variability.  

This section provides descriptive data of background information of the questionnaire participants and 

their responses to the questionnaire questions and indicators. The questionnaire provided background 

information about four aspects of the respondents addressed by their highest level of education, 

education major, role in audit inspection, and number of years as an auditor. Table 13 illustrates that 

the background results about the respondents. It can be observed that the majority of respondents 69% 

hold Bachelor’s degrees, 23% hold Master’s degrees, while only 7% has Doctoral degrees. According 

to the descriptive statistics, it can be also noted that the majority of respondents are well educated and 

near to third 30% of respondents have post-graduate education. With respect to respondents’ 

specialization, most respondents 60% specialize in accounting which is the area of the study, 17% 

specialize in Finance, and 8% specialize in Business Administration. Also, 15% of respondents 

specialize in other majors (CPA). Descriptive statistics used to summarize respondents’ background 

information are frequencies and percentages of the different categories of respondents with respect to 

their highest level of educational qualification, their major in their highest educational qualification, 



 
155 

their principal role in audit inspection, and their overall experience in auditing practice. Pie charts are 

used to graphically represent the percentages of respondents.  

In terms of the role of audit inspection, it can also be seen from the descriptive results that, near to half 

44% of respondents are partners and this is the highest position in the audit team, which requires more 

experience and qualification, 33% are seniors, 14% are managers, while 10% are staff assistance audit. 

This indicates that the majority of respondents have higher positions. It can also be seen from the 

results, almost half of respondents 47% have more than 10 years of experience in the auditing practice, 

27% have from 6 to 10 years of experience, 16% have from 2 to 5 years of experience, and 

participants who works less than 2 years of experience in this role is 10% have less than. This 

indicates that the majority of respondents are well experienced in the audit practice, this allow them to 

provide valid and good contribution to this study. The figure (11-14) illustrates the percentage of each 

classification of the external auditor position, education level, major and years of experience for the 

main study.   

Table 13: Descriptive Statistics of Background Information (N = 206) 

Background Information Frequency Percent 

Highest Level of Academic Qualification 

 Bachelor degree 142 68.93 

 Master degree 47 22.82 

 Doctoral degree 15 7.28 

 Other 2 .97 

Education Specialization (Major) 

 Accounting 123 59.71 

 Finance 36 17.48 

 Bus-Admin 17 8.25 

 Other 30 14.56 

Principal Role in Audit Inspection 

 Staff assistance audit 20 9.71 

 Senior 67 32.52 

 Manger 29 14.08 

 Partner 90 43.69 
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Years of Overall Experience in Auditing Practice 

 Less than 2 years 21 10.19 

 2 to 5 years 33 16.02 

 6 to 10 years 55 26.70 

 More than 10 years 97 47.09 

 

 

Figure 11: Highest Level of Academic Qualification 

 

Figure 12:Education Specialization (Major) 

 

 

  

Figure 13:Role in Audit Inspection  

 

 

Figure 14:Experience in Auditing Practice 

 

 

Questionnaire scaling   

The indicators as mentioned earlier either adopted or adapted from pervious empirical findings and 

professional standards, after that the researcher conduct pilot study to check the reliability and validity 

of the indictors and items as well as to ensure the indicators fit with the Jordanian context. These 

procedures assist the researcher to ensure all the items are measuring the construct precisely; pre-
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testing the survey and seeking expert judgment assist in addressing the weakness in the questionnaire 

developments such as unfamiliar concepts and multidimensional indicators as well as enhance the 

reliability and validity of the questionnaire. The researcher confirmed that the indicators employed in 

the questionnaire not only measure the variables accurately but also were relevant to the whole sample 

through conducting pilot interview.  

This study employed a questionnaire that contained seven constructs that were measured on a five-

point Likert scale; “(1) Not Important at All, (2) Unimportant, (3) Neither Important nor Unimportant, 

(4) Important, and (5) Very Important”. Therefore, this study used the questionnaire to measure the 

observed variables (Garson, 2001), this kind of likert scale is popular employed with interval scale 

(Jaccard, 1996). In this section, descriptive analyses of the seven constructs’ response scores are 

presented. Counts, frequencies, means, and standard deviations are reported for the constructs and 

related items. For each item and construct an average percentage of respondents who believed 

attributes as important were calculated by adding up scores 4 and 5 for “Important” and “Very 

Important”, which are presented in green color in the bar charts showing the percentages distribution 

of items of each construct. The table (14) illustrates the likert scale which used in to develop the 

questionnaire from five point likert scale; this table explains the meaning of each scale.   
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Table 14: Explanation of 5- point Likert scale for measuring responses 

 

The researchers adopted likert scale for measuring the responses in this study, when commenting on 

the mean of the variables contained in the study model to determine the degree of agreement; with 

respect to the likert scale which is adopted by this study, the researcher determined three levels of 

consensus (high, medium, low) based on the following equation, thus, this study mean indicates low 

trends whether between (1-.2.33), and moderate (2.34- 3.66), and high (3.67- 5). Table (15) shows the 

sstandard of materiality.   

The Length of the mean value (Term) = (the upper limit of in Likert scale poses - the minimum limit 

of in Likert scale poses) / the unit of analysis directions levels = 

(5-1/)3  =4/3 =1.33    

Table 15: Standard of materiality- the mean limits (levels) of materiality 

Mean value                           The standard of materiality 

1< 2.33 Low approval (consensus) 

ranking 
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2.34>3.66 Medium moderate approval 

3.67>5 High approval level 

6.7.2 Audit Quality Attributes and Indicators as Perceived by the External Auditors:  Questionnaire 

Evidence 

As explained earlier EAQ can be represented by the various characteristics which could enhance and 

reflect the EAQ, the external auditors were asked to rate and give their perception about these 

indicators to what extent they reflect the EAQ, because the Jordanian external auditors are predicted to 

be the best source for the data about the relationship between the ICGMs and EAQ, since they are the 

providers of the audit service and they are aware about the meaning and constructing of EAQ.     

This section evaluates the perception of participants (external auditors) with respect to EAQ 

dimensions, external auditors were given statements referring to possible characteristics of an audit 

which could enhance and reflect EAQ, and they were requested to indicate their perceptions of the 

significance of each statement for EAQ by choosing one value on the scale. Table 6.4 presents 

descriptive statistics for the fourteen items of the “EAQ Attributes” scale; overall, the majority of 

respondents (80%) are perceived these EAQ attributes influence the level of AQ, with 40% “Very 

Important” and 40% “Important”. Average scores ranged between 3.76 and 4.43 with an overall mean 

of 4.15, indicating that respondents tend to respond with score (4) “Important”. With an average 

percentage of 80% of respondents who view these attributes as important, percentages for the fourteen 

attributes ranged between 60% and 88%. The auditor perceived the meaning of EAQ as various 

criteria should be applicable in the external audit service. In other words, this section of the 

questionnaire aims to understand the characteristics that the auditors are using them as criteria to 

evaluate the level of audit quality. Overall, the most of the respondents agree on the importance of 

these indicators to improve the EAQ. As shown in table 16.   

Table 16: Identification of dimensions of perceived audit quality Descriptive Statistics for “External Audit 

Quality”- Meaning of audit quality attributes in practice 

Statements (Scale indicators) 1 2 3 4 5 Mean SD 

1 The auditor follow the auditing standards in  0 9 16 58 123 4.43 .816 
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performing the audit service (.00) (%4.37) (%7.77) (%28.16) (%59.71)   

2 The auditor does adequate effort to get 

enough evidence to backing an audit opinion. 

0 3 32 75 96 4.28 .777 

(.00) (%1.46) (%15.53) (%36.41) (%46.60)   

3 The amount of audit fees paid by the client 0 6 43 102 55 4.00 .771 

(.00) (%2.91) (%20.87) (%49.51) (%26.70)   

4 The audit service is conducted by one of the 

big four audit firms. 

0 4 53 94 55 3.97 .777 

(.00) (%1.94) (%25.73) (%45.63) (%26.70)   

5 The audit work is established mainly based 

on an evaluation of the risks related with the 

client‘s financial statements. 

0 9 33 72 92 4.20 .863 

(.00) (%4.37) (%16.02) (%34.95) (%44.66)   

6 The audit work is established by appropriate 

planning process. 

0 5 22 80 99 4.33 .763 

(.00) (%2.43) (%10.68) (%38.83) (%48.06)   

7 The audit firm conducting the audit has other 

clients in the industry. Specialisation  

0 10 39 106 51 3.96 .795 

(.00) (%4.85) (%18.93) (%51.46) (%24.76)   

8 The auditor demonstrates an appropriate 

level of challenge to the management. 

0 12 25 101 68 4.09 .824 

(.00) (%5.83) (%12.14) (%49.03) (%33.01)   

9 The auditor is technically competent in terms 

of using statistical techniques and conducting 

audit test  

5 3 20 76 102 4.30 .886 

(2.43) (%1.46) (%9.71) (%36.89) (%49.51)   

10 The auditor is independent. 5 0 25 57 119 4.38 .880 

(2.43) (.00) (%12.14) (%27.67) (%57.77)   

11 The audit is completed in a timely manner. 5 7 24 73 96 4.21 .947 

(2.44) (%3.41) (%11.71) (%35.61) (%46.83)   

12 The auditor keeps a high level of 

documentation in the accomplished audit files. 

5 4 19 96 82 4.19 .867 

(2.43) (%1.94) (%9.22) (%46.60) (%39.81)   

13 Identify and report the material weakness 

and misstatements   

4 8 40 77 77 4.04 .949 

(1.94) (%3.88) (%19.42) (%37.38) (%37.38)   

14 The audit firm that is conducting the audit 

performs no consulting services. 

4 11 67 72 52 3.76 .956 

(1.94) (%5.34) (%32.52) (%34.95) (%25.24)   

Overall Attributes of an Audit Quality 28 91 458 1139 1167 4.15 .595 

 (.97) (%3.16) (%15.89) (%39.51) (%40.48)   

Notes to table: 

Response scale 1: Unimportant at all 2: Unimportant 3: Neither important nor Unimportant 4: important 5: Very 

important 

(Standard deviation < 1.25 shown in bold) high agreement, low agreement (standard deviation> 1.25 shown in 

italics) 

From these findings, it can be stated that, on average, 90% of respondents view these dimensions as 

important factors in improving EAQ. Specifically, it can be also seen the majority of participants 

(88%) observed it is crucial that the auditors follow the auditing standards in performing the audit 
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service, since the external audit consider being in compliance with standards and regulations it is 

significant because these standards allow the auditor to perform the audit service to be in the efficient 

way in terms of time and resources. The survey findings illustrates that the participants realize a strong 

connection between compliance with auditing standards and EAQ with (mean 4.43). In line with this 

point, the audit standards and regulations play a significant role in improving the auditor performance 

since these standards emphasis on that the auditors should be competent and independent. This is 

consistent with EAQ literature that claimed that following audit standards allow conducting high 

quality of audit service (Christensen et al., 2015).     

It can be also observed that the majority of participants 87% consider it is essential that the audit work 

is established by a appropriate planning process, because it allows managing the audit work and 

highlighting the main weakness in the company financial reporting. Overall, the overwhelming of 

participants perceived the audit work is established by appropriate planning process and the auditor is 

independent as significant attributes that can improve the level of EAQ.   

Furthermore, the majority of the participants 86% agree with the significance of technically competent 

of the auditor in improving EAQ with mean (4.30), because this will effect on the efficiency of the 

audit service and the quality of audit evidence. The insight of external auditor about the significance of 

the auditor competency is consistent with previous studies, since the auditor competency can improve 

the auditors’ capabilities in terms of their knowledge of financial reporting process to conduct high 

level of EAQ (Francis, 2004; Defond and Zhang, 2014). As presented in the Table (6.9) the 

overwhelming majority of the Jordanian external auditors 87% agree with the importance of the 

documentation of the audit work and evidence that collected by the external auditor as important 

factors of high EAQ with mean 4.19, consistent with this, the Jordanian regulators emphasis on the 

importance of the audit regulations as a main tool to ensure the auditors are independent and 

competent and the auditors are following the right procedures to conduct audit service, this reflect on 

improving the auditor performance. It can also be seen from the results that 85% of respondents think 

it is vital that the auditor is independent, this help the external auditors to be free from the 
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management pressure and from any bias and, in turn, have an influence on EAQ and improve the 

efficiency of the audit service.  

The majority of the auditor 83% of respondents consider that it is significant that the auditor does 

enough work to get sufficient confirmation and work in order to sustenance the opinion; external 

auditor is considered as monitoring tools that used to ensure companies’ financial statements that 

represent fair and true financial position of the companies through gathering sufficient and suitable 

evidence of auditing.  

The overwhelming of participants 75% perceived the complete audit work in a timely manner as 

significant mechanism can effect on the level of EAQ, it is vital because it helps to achieve the 

efficiency and give the report in the right time to make the right decisions. The audit service is 

completed in timely manner also rated as a significant EAQ characteristic, since the overwhelming of 

participants 82% perceived the complete the audit work in a timely manner as important mechanisms 

can effect on the level of EAQ, It is vital because it helps to achieve the efficiency and give the report 

in the right time to make the right decisions (Warming and Jensen, 1998),          

The majority of participants 82% of respondents consider that it is important the auditor demonstrates 

an appropriate level of challenge to the management, there is significant consensus among the auditors 

about the significance of the challenge for the management 82% of the participants perceived that high 

level of EAQ required an adequate challenge for the managements because the auditor should verify 

the transactions and seek for clear and strong evidence to ensure the financial transactions are recorded 

and disclosed properly as well as the key part of the auditors is to check the companies’ financial 

reports and transactions then express their opinion about the credibility and reliability of the financial 

report (Warming and Jensen, 1998; Salehi, 2011), this enhance the level of assurance about the quality 

of these transactions.  

As presented in table 16 the auditors significantly agreed on that (80% of respondents) the audit work 

carry out is based mainly on an evaluation of the risks related with the client, this factor is significant 

as the respondents consider that it is significant that the audit work is established and commenced 
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mainly based on the risks that related with the specific transactions to be more careful in checking 

these risky accounts. 

The perceptions of the external auditor about the importance of the amount of the audit fees in 

improving the level of audit quality, 76% of respondents think that it is important that the amount of 

audit fees paid by the client. The auditor perception about the importance of audit fees in improving 

the level of EAQ in line with the literature in Jordanian context (Al-Khaddash et al., 2013; Almomani, 

2015), the previous studies found higher audit fees lead to increase the number of audit hours and 

evidence. As perceived by the respondent 72% of respondents consider that it is significant that the 

audit service is conducted by one of the big four audit firms, and this is aligned with prior research 

(Zanani et al., 2008; Mahdavi et al., 2011; Zureigat, 2011; Soliman and Elsalam, 2013). The auditor 

perceived that the audit firm that is performing the audit provides no consulting services less important 

than other factors  since only 60% of respondents consider that it is important the audit firm that is 

performing the audit provides no consulting services.   

It is worth mentioning that the auditors’ perceptions are consistent with the main component of the 

definition of EAQ, since more than 84% of the respondents agreed that the auditor is independent is 

important to conduct effective audit service, DeAngelo (1981), according to the Certified Accounting 

Profession Law (2003), the auditor must pass a professional test and for continuous learning the 

auditor must attend training programs to keep themselves updated with the new regulations. The 

agency theory highlighted the significant of the EAQ which the shareholders employ to guarantee the 

credibility and transparency of the financial reporting system ( Francis, 2004, Quick et al., 2013; Khan 

et al., 2016). These results are consistent with literature that highlighted the significant of these 

indicators to the EAQ which can improve the value of audit service and the abilities of auditor in 

enhance the credibility of auditor report.  

The EAQ indicators have been adopted from previous EAQ empirical research and ISA, these factors 

would improve the capabilities of the auditor in discovering and reporting material misstatement, in 

turn enhancing the quality of audit service (Francis, 2011; Knechel et al., 2012; Defond and Zhang, 
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2014). Therefore, the above results indicate that these indicators represent the AQ and they contribute 

to the quality of audit service. It is worth mentioning that the auditors perceived and considered these 

characteristics are significant aspects and attributes in improving the level of EAQ.  

6.7.3 Boards of Directors’ Responsibilities and Characteristics and Audit Quality; Perceptions of 

External Auditors: Questionnaire Evidence  

This section reports the analysis and discussion of the external auditors’ views with regard the role 

board of directors in improving EAQ. The discussion about the board of director will be presented in 

tow main parts; the first section about the board of directors’ compositions and qualifications and the 

second section about work performance and responsibilities of the board of directors. This scale 

measures possible characteristics of the board of director which could improve EAQ service, the 

participants were asked to identify the score of significance of each the board of director 

responsibilities and board of director composition and characteristics.  

In order to measure this construct the questionnaire employed seven indicators to capture this 

construct. It appears from the figures in Table 17 that this scale has important indicators for improving 

EAQ. Overall, 65% of respondents viewed the seven attributes as important. Indicators had average 

percentages ranging from 61% to 69% of respondents believing that these attitudes are important 

indicators for improving EAQ. The values of mean scores ranged from 3.88 to 3.98, with an overall 

mean score of 3.92 indicating the tendency of the majority of respondents to rate items with score (4) 

as “Important”. 

Table 17: Descriptive Statistics for “The Board of Directors characteristics” 

Statements (Scale indicators) 1 2 3 4 5 Mean SD 

1 Member of the board have no relationship with 

company’s auditor during the last three years 

3 5 68 57 73 3.93 .955 

(1.46) (2.43) (33.01) (27.67) (35.44)   

2 The directors have no control on more than 10 

of the company capital 

2 5 62 69 68 3.95 .904 

(.97) (2.43) (30.10) (33.50) (33.01)   

3 The director or his/her relative has not been a 

partner or employee of the audit firms 

3 3 75 68 57 3.84 .899 

(1.46) (1.46) (36.41) (33.01) (27.67)   

4 Members of the board held positions either as 4 2 67 66 67 3.92 .929 
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executive or non-executive directors in other 

companies 
(1.94) (.97) (32.52) (32.04) (32.52)   

5 Chairman position separated from CEO position 

(CEO duality) 

7 2 62 72 63 3.88 .971 

(3.40) (.97) (30.10) (34.95) (30.58)   

6 Board of directors have adequate knowledge of 

relevant legislation (e.g. corporate governance 

code and financial market regulations) 

2 4 57 76 67 3.98 .878 

(.97) (1.94) (27.67) (36.89) (32.52)   

7 The board members of company are 

professionally qualified with financial or 

accounting expertise 

1 6 66 73 60 3.90 .875 

(.49) (2.91) (32.04) (35.44) (29.13)   

Overall The Board of Directors characteristics  22 27 457 481 455 3.92 .534 

(1.53) (1.87) (31.69) (33.36) (31.55)   

Notes to table: 

Response scale: 1: Unimportant at all to 5: Very important 

(Standard deviation < 1.25 shown in bold) high agreement, low agreement (standard deviation> 1.25 

shown in italics) 

This section presents seven indicators that were used to capture the board of director characteristics. 

Overall, 73% of the respondents perceived these indicators as important mechanisms for improving 

EAQ. Based on the above results, it is worthy to say that, on average, 70% of respondents believe that 

board of directors have adequate knowledge of relevant legislation (e.g. corporate governance code 

and financial market regulations), this is considered the most important items of “the board of 

director’s composition & qualifications’ scale. The overwhelming of participants 66% perceived that 

the directors have no control on more than 10 of the company capital as important mechanisms can 

effect on the level of EAQ, it is vital because it helps to avoid conflict of interest. As presented in table 

6.8 the auditors significantly agreed (61% of respondents) on that the director or his/her relative has 

not been a partner or employee of the audit firms, this is indicate that the director doesn’t have 

business with the audit firms. It can be also observed that the majority of participants 63% consider 

that it is significant that the member of the board have no relationship with company’s auditor during 

the last three years. 
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From these findings, it can be stated that, on average, 65% of respondents view members of the board 

held positions either as executive or non-executive directors in other companies as they have diversity 

of experience. It can be also observed that the majority of participants’ 66% view it is vital that the 

chairman position separated from CEO position (CEO duality) can help improve the level of EAQ, as 

they can improve the level of control over the financial reporting process.  

Based on the respondents’ experience and knowledge the board members of company are 

professionally qualified with financial or accounting expertise is important in improving EAQ, as the 

majority of respondents 64% had a tendency to score this indicator as important mechanisms that help 

improving EAQ, since the members who have accounting expertise can understand the audit process 

and they can help and guide and monitor the external auditor to perform high quality service. 

Financially literate board members can analyse and understand financial transaction more than the less 

literate board of directors (Basiruddin, 2011); they also understand the audit service and this lead to 

improve the monitoring role over audit process. The governance Code recommends that independent 

and qualified members enhance the monitoring role of the board of directors over the financial and 

managerial transactions of the firm. Thus, the directors should understand and analyse the financial 

transaction in the company. The literature further shows that an effective operating board requires 

people with adequate education, high level of financial knowledge and skill (Milliken and Martins, 

1996). Thereby, an educated and qualified board member is accountable for controlling and 

supervising management actions and decisions in order to protect shareholder interest, as well as to 

make sure shareholders maximize wealth by ensuring the appropriate controlling system in the 

companies and requiring high audit quality service (Gilson, 1990). 

The board of director play vital role in improving the monitoring system over the financial reporting 

process and EAQ process through performing some of the duties and actions that perform by the board 

of director, these responsibilities are perceived and considered as main duties and activities in 

improving the level of EAQ, as these responsibilities related directly to the financial reporting process. 

Moreover, this section present analysis of the external auditor’s perception with respects the role of 

board of director.   
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Regarding the work performance & responsibilities of the board of directors five items were employed 

to measure work performance and responsibilities of the board of directors. Overall, 66% of 

respondents showed that this attribute is important with an average score of 3.95. Average percentages 

for all items ranged between 62% and 71% of respondents believing that these items (attributes) are 

important. Mean of average scores ranged between 3.89 and 4, indicating that the majority of 

respondents tend to rate items as “Important” by choosing score (4). Table 19 reports descriptive 

statistics for the 5 items were used to measure “Responsibilities of the Board of Directors” scale.    

The previous studies provide evidence that support the connection between the role of board of 

directors in preparing financial statements and improving the quality of financial report, this reflect on 

the quality and credibility of the auditor’s report (Chizema et al., 2015; Kikhia, 2014). The JCGC 

(2006) highlighted the significant of the financial and accounting literacy of the board member in 

improving the quality of financial reporting.  

Table 18: Descriptive Statistics for “Responsibilities of the Board of Directors” 

Statements (Scale indicators) 1 2 3 4 5 Mean SD 

1 The board of directors plays effective role in 

selecting, monitoring and re 

placing the audit committee members and 

external auditor 

3 4 53 75 71 4.00 .903 

(1.46) (1.94) (25.73) (36.41) (34.47)   

2 The board of directors ensures proper 

disclosure, monitoring and actively 

communicates with different monitoring bodies 

inside and outside the company 

5 5 55 75 66 3.93 .950 

(2.43) (2.43) (26.70) (36.41) (32.04)   

3 Board of director review and ensure the 

external auditor independence 

2 4 64 57 79 4.00 .929 

(.97) (1.94) (31.07) (27.67) (38.35)   

4 Board of director sets a disclosure policy that 

ensure high level of transparency 

2 4 68 66 66 3.92 .902 

(.97) (1.94) (33.01) (32.04) (32.04)   

5 Board of directors takes necessary procedures 

to ensure compliance with the relevant 

regulations in force 

2 4 73 63 64 3.89 .906 

(.97) (1.94) (35.44) (30.58) (31.07)   

Overall Work Performance & Responsibilities 

of the Board of Directors 

14 21 313 336 346 3.95 .529 

(1.36) (2.04) (30.39) (32.62) (33.59)   

Notes to table: 
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Response scale: 1: Unimportant at all to 5: Very important 

(Standard deviation < 1.25 shown in bold) high agreement, low agreement (standard deviation> 1.25 

shown in italics) 

The questionnaire participants 70% perceived the board of directors plays effective role in selecting, 

monitoring and replacing the audit committee members and external auditor, as vital factor for 

improving the level of EAQ, since this allows them to understand and monitor the audit service and 

review auditor work to ensure the auditor performing their work properly, this indicator is the most 

important items of “Work Performance & Responsibilities of the Board of Directors” scale as 

perceived by the external auditor.  

The respondents also rated as significant indicators to the board of directors guarantees proper 

disclosure, monitoring and actively communicates with different monitoring bodies inside and outside 

the company with mean (3.93).  It can be also observed that the majority of participants 68% consider 

it as essential mechanism in improving the audit work through ensuring proper disclosure and 

monitoring the financial reporting system in the company, because it allows managing the audit work 

and highlighted the main weakness in the company financial reporting and avoid theses weakness. The 

questionnaire evidence illustrates the auditors rated mean (3.93) for this indicator to be a significant 

factor that influence on EAQ. The participants also ranked board of director review and ensure the 

external auditor independence as important factors in improving EAQ. The questionnaire evidence 

illustrates the 66% of the auditors rated this indicator to be a significant factors of EAQ.  

The questionnaire participants perceived the role of board in terms of board of director sets a 

disclosure policy that ensure high level of transparency as vital factor for improving EAQ, since this 

allows them to understand the audit service and review auditor work to ensure the auditor perform 

their work properly. It can be seen from the result that the majority of participants 64% agree with the 

significance of this role in improving EAQ service. The auditor are aware about the importance of the 

role of board of directors in terms of taking necessary procedures to ensure compliance with the 

relevant regulations in force, 62% of respondents consider that it is essential the auditor keeps active 
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communication with the board of directors to ensure different bodies inside the company follow and 

apply the governance regulation and standards,  

It can also be seen from the results that the role of board member in term of preparing financial 

statements to be important mechanisms in improving the quality of financial information in turn 

improve EAQ. A director of the board are accountable for monitoring the financial reporting process 

for daily activities in the company and prepare financial reports regularly in order to disclose an 

company’s financial position to the shareholders and other stakeholders (Enofe et al., 2013), thus, the 

company appoint the external auditors to provide reasonable assurance about the financial reports are 

fairly present the real financial position of the company (Adeyemi et al., 2012).  

According to the agency theory, the effective board of directors tend to employ high EAQ service in 

order to ensure the management use the corporate assets effectively and they are doing their tasks 

properly in the best interest of the shareholders  (Jensen and Meckling, 1976) 

6.7.4 Audit Committee Responsibilities and Audit Quality; Perceptions of External Auditors: 

Questionnaire Evidence 

This section presents the analysis and discussion of the respondents’ perceptions with respect the role 

of audit committee work performance and responsibilities in ensuring high EAQ. The participants 

were given indicators referring to possible attributes referring to the audit committee work 

performance and responsibilities which could enhance EAQ, this scale designed to understand analyse 

the auditor’s perception about the extent to which audit committee responsibilities can improve the 

level of EAQ. Table 20 reports descriptive statistics for the eight indicators were used to capture audit 

committees work performance scale. This construct was measured using eight indicators. Overall, 

64% of respondents showed that this construct is important, with an overall average score of 3.91 and 

low SD (.494) which indicates that most of the participants agree about the importance of this variable 

in improving EAQ. Average scores for items ranged from 3.83 to 3.98 with average percentage of 

respondents who rated items as important ranging between 60% and 69%. This indicates that the 

majority of respondents tend to view these items as important factors for EAQ, the auditor is aware 
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about the importance of the role of audit committee in enhancing and ensuring the quality of auditor 

work.      

Table 19: Descriptive Statistics for “Audit Committee Responsibilities” 

Statements (Scale indicators) 1 2 3 4 5 Mean SD 
 

1 Audit committee monitors and reviews 

internal control system 

4 2 60 68 72 3.98 .926  

(1.94) (.97) (29.13) (33.01) (34.95)    

2 Audit committee reviews and approves 

company’s financial reports and auditor’s report 

5 1 67 63 70 3.93 .950  

(2.43) (.49) (32.52) (30.58) (33.98)    

3 Audit committee reviews and approves types 

and fess of non-audit service. 

2 7 54 81 62 3.94 .887  

(.97) (3.40) (26.21) (39.32) (30.10)    

4 Audit committee reviews and approves the 

selection and firing the external auditor 

4 3 65 66 68 3.93 .937  

(1.94) (1.46) (31.55) (32.04) (33.01)    

5 Audit committee communicate with the 

external auditor on all key issues that related to 

audit 

4 5 73 65 59 3.83 .941  

(1.94) (2.43) (35.44) (31.55) (28.64)    

6 Audit committee discusses and approves 

scope of audit plan with external auditor 

1 6 74 71 54 3.82 .870  

(.49) (2.91) (35.92) (34.47) (26.21)    

7 Audit committee discusses and approves the 

external auditor evaluation of control 

procedures. 

2 3 63 74 64 3.95 .873  

(.97) (1.46) (30.58) (35.92) (31.07)    

8 Audit committee reviews the independence of 

the external auditor 

4 4 75 43 80 3.93 1.002  

(1.94) (1.94) (36.41) (20.87) (38.83)    

Overall Audit Committee Work Performance & 

Responsibilities 

26 31 531 531 529 3.91 .494  

(1.58) (1.88) (32.22) (32.22) (32.10)    

Notes to table: Response scale: 1: Unimportant at all to 5: Very important 

(Low Standard deviation < 1.25 shown in bold) high agreement, low agreement (high standard 

deviation> 1.25 shown in italics) 

The overwhelming of participants 67% perceived the audit committee role in terms of discussing and 

approving the external auditor evaluation of control procedures as important mechanisms that can 

effect on the level of EAQ, the mean for this indicator is (3.95) with a SD indicating there is high level 

of  consensus among the external auditors about the significance of this indicator in improving AQ, 

and this indicator for the audit committee construct had the highest mean followed by the audit 

committee reviews the independence of the external auditor with 3.93 mean. Furthermore, effective 



 
171 

audit committee would be very concerned about maintaining auditor independence and ensure high 

EAQ.        

It can be seen from the result that the majority of participants 66% agree with the importance of audit 

committee monitors and reviews internal control system, this would prevent fraud and enhance the 

level of control over financial reporting process. The quantitative data found that audit committee 

communicate with the external auditor on all key issues that related to audit is significantly influence 

the level of EAQ. This result is consistent with the literature which revealed significant association 

between the interaction of audit committee and EAQ. 

There was less agreement among the external auditor concerning the influence of the audit committee 

discusses and approves scope of audit plan with external auditor as the auditor perceived audit 

committee discusses and approves scope of audit plan with external auditor less important than other 

factors which had the lowest men score (3.82) mean, since the external auditor should have access to 

all documents and departments of the entity without asking permission and approval form the audit 

committee.    

With respect with the audit committee responsibility in terms of audit committee reviews and approves 

the selection and firing the external auditor the majority of the participants 65% perceived important 

mechanism that improve the level of EAQ service. As presented in table 6.9 the auditor significantly 

agree that a audit committee reviews and approves types and fess of non-audit service with mean 3.93, 

the majority of the external auditor (65%) consider audit committee reviews and approves company’s 

financial reports and auditor’s report as significant mechanisms in enhancing the quality of audit 

service, JCGC (2008) emphasized on the importance of audit committee role in terms of monitoring 

the financial statements process in improving the level of quality of financial reporting when the audit 

committee perform their duties properly.     

It can be concluded that audit committee play vital role in enhancing the quality of audit service, as the 

mean of overall audit committee work performance and responsibilities items is (3.91). The key role 

of the audit committee is reinforced the quality of financial reporting process and auditor’s report.    
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Moreover, one of the vital tasks of the audit committee of ensuring the truthfulness of the financial 

reports and maintaining the auditor independence (Vinten and Lee, 1993; Abbott and Parker, 2000; 

Sulaiman, 2011; Ismail et al., 2016), this is consistent with the auditor perception which indicate the 

importance of these indicators to improve the EAQ.      

The questionnaire participants perceived the role of audit committee in terms audit committee 

monitors and reviews internal control system as vital factor for improving EAQ with mean (3.98). 

Since this allows them to understand the audit service and review auditor work to ensure the auditor 

perform their work properly and they address all the internal control aspects in the company. The 

auditor are aware about the importance of maintains effective communication and interaction with the 

audit committee; the respondents consider that it is essential the auditor keeps active contact and with 

the audit committee as well as audit committee communicate with the external auditor on all key 

issues that related to audit.   

The findings illustrate the board of directors establishes the audit committee mainly to monitor the 

financial reporting process and to provide financial supervision over the company transactions (Menon 

and Williams, 1994).  

To conclude, the responses of the auditor to the survey illustrates that they consider these factors 

which are audit committee responsibilities have influence on the quality of audit process and they can 

influence the performance of the auditor and quality of audit process. It has been also found that the 

role of audit committee in terms of monitoring and reviewing the internal control system dimensions 

had the highest mean score with 3.98, however, the least important indicators was for audit committee 

discusses and approves scope of audit plan with the lowest mean (3.82). The effective interaction 

between the audit committee and external auditors lead to improve the quality of financial monitoring 

over financial reporting system, thus, this lead to boost the quality of the audit service and the quality.  

6.7.4 Internal Audit Factors and Audit Quality; Perceptions of External Auditors: Questionnaire 

Evidence 

This section presents the analysis and discussion of the respondents’ perceptions with respect to the 

role of the internal audit factors in guaranteeing high EAQ, this section investigates to what extent the 
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internal audit factors play a role in enhancing EAQ as observed by the Jordanian external auditors. 

The respondents’ views with respect to three different main factors of internal auditor were reported in 

this section.  

This section evaluates the point view of the participants with respect to the scale measures possible 

characteristics of the internal audit competency which could enhance EAQ service. Auditors were 

asked to choose the score of the significance of each competency attribute. Findings in table 6.12 

indicate that the five competency attributes are important for the majority of respondents 72%, with 

25% “Very Important” and 47% “Important”. This questionnaire’s scale measures possible factors of 

the internal audit which could enhance EAQ process. Participants were asked to choose the score of 

significance of each factor; five indicators were employed to measure internal audit performance. 

Findings in Table 20 display that the five factors are important for the majority of respondents 78%, 

with 29% “Very Important” and 49% “Important”. Average scores ranged from 3.90 to 4.15 with an 

average score of 4.01, suggesting that average responses of respondents was (4) “Important”. Based on 

this analysis, it can be said that, with an average of 77% of respondents who believe that these factors 

are important, average percentages for items ranged from 73% to 82%. 

As perceived from the findings the level of significance given by the participants to these indicators 

ranges from (73%) for the practices for hiring internal auditors are satisfactory to 82% for internal 

auditors’ knowledge of auditing standards. 

 

Table 20: Descriptive Statistics for “Internal Audit Competency” 

Statements (Scale indicators) 1 2 3 4 5 Mean SD 

1 The education level of internal auditors is 

satisfactory. 

0 7 32 91 76 4.15 .801 

(.00) (3.40) (15.53) (44.17) (36.89)   

2  The internal auditors have sufficient 

knowledge concerning the auditing process 

and standards  

0 9 29 103 65 4.09 .792 

(.00) (4.37) (14.08) (50.00) (31.55)   

3 Internal auditors have sufficient years of 

experience. 

0 11 33 104 58 4.01 .811 

(.00) (5.34) (16.02) (50.49) (28.16)   
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4 Internal auditors have professional 

certification. 

1 8 47 100 50 3.92 .817 

(.49) (3.88) (22.82) (48.54) (24.27)   

5 The practices for hiring internal auditors 

are satisfactory. 

3 6 46 105 46 3.90 .829 

(1.46) (2.91) (22.33) (50.97) (22.33)   

Overall Internal Audit Competency 4 41 187 503 295 4.01 .542 

 (.39) (3.98) (18.16) (48.83) (28.64)   

Notes to table: 

Response scale: 1: Unimportant at all to 5: Very important 

(Standard deviation < 1.25 shown in bold) high consesus, low consesus (standard deviation> 1.25 

shown in italics) 

Based on the above results, it is worthy to say that, on average, 76% of respondents believe that these 

competency attributes are important. In more details, the auditor significantly agreed on that (81% of 

respondents) it is important that the education level of the internal auditors is satisfactory; the 

overwhelming of participants (75%) perceived it is important that internal auditors’ knowledge, the 

training programs and these characteristics play an important role for assessing auditor competency. 

(Reinstein et al., 1994; Said Suwaidan and Qasim, 2010). It can be also seen that 78% of respondents 

think that it is important that internal auditors have sufficient years of experience; this is consistent 

with the pervious literature, (Messier and Schneider, 1988; Mohamed et al., 2012), as they found the 

importance of internal audit experience on the level of audit work and the external auditor can rely on 

their work, this reflects on the level of EAQ.  

It can be also observed that 73% of respondents think that it is important that the practices for hiring 

internal auditors are satisfactory, and as perceived by the respondent 72% of respondents consider that 

it is important that internal auditors have professional certification. The importance given to internal 

audit competency factors in the audit work is consistent with the notion that the external auditor can 

depend on the effort and evidence of internal audit to support their work (Tiessen and Colson, 1990)  

and the ISA allowed this interaction to support the audit work.  



 
175 

Furthermore, the results of work performance and due professional care from the respondents’ 

experience and knowledge they were requested to determine the level of significance of the nine 

attributes of work performance and due professional care, listed in table 21 the average scores ranged 

from 3.91 to 4.10 with an overall mean score of 4.02, indicating that average response of respondents 

was (4) “Important”. Thus, high value of the mean and low standard deviation indicating there is high 

of consensus among the participants about the significance of these mechanisms in improving EAQ. 

Internal audit plays a vital role in applying an effective governance structure (Sarens and 

Abdolmohammadi, 2011; Ho and Hutchinson, 2010). These attributes will aid the external auditor to 

use internal audit evidence and lead to improve the reliability of the financial statement and auditor’s 

report. 

Table 21: Descriptive Statistics for “Internal audit Performance” 

Statements (Scale indicators) 1 2 3 4 5 Mean SD 

1 Working paper documentation to support 

the internal auditors’ conclusions is 

adequate. 

2 5 44 99 56 3.98 .820 

(.97) (2.43) (21.36) (48.06) (27.18)   

2 Effective documentation structure is 

existed in the internal audit unit  

2 15 41 89 59 3.91 .928 

(.97) (7.28) (19.90) (43.20) (28.64)   

3 Adequacy of internal audit department 

staffing to support the needed work levels.  

5 11 41 81 68 3.95 .982 

(2.43) (5.34) (19.90) (39.32) (33.01)   

4 Annual audit plan is existed to address all 

the departments  

4 6 48 90 58 3.93 .897 

(1.94) (2.91) (23.30) (43.69) (28.16)   

5 Internal auditors checking other internal 

controls. 

4 3 44 91 64 4.01 .872 

(1.94) (1.46) (21.36) (44.17) (31.07)   

6 Internal audit work is planned and 

supervised effectively. 

4 0 43 85 74 4.09 .859 

(1.94) (.00) (20.87) (41.26) (35.92)   

7 Internal audit evidence is supported and 

documented in accordance with audit 

standards. 

4 4 36 87 75 4.09 .887 

(1.94) (1.94) (17.48) (42.23) (36.41)   

8 Internal audit evidences are sufficient. 4 4 37 84 77 4.10 .895 

(1.94) (1.94) (17.96) (40.78) (37.38)   

9 The use of computerized accounting 2 4 40 86 74 4.10 .844 
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information system. (.97) (1.94) (19.42) (41.75) (35.92)   

Overall Work Performance and Due 

Professional Care 

31 52 374 792 605 4.02 .644 

(1.67) (2.80) (20.17) (42.72) (32.63)   

Notes to table: 

Response scale: 1: Unimportant at all 2: to 5: Very important 

(Standard deviation < 1.25shown in bold) high agreement, low agreement (standard deviation> 1.25 

shown in italics) 

Based on the respondents’ experience and knowledge they were requested to determine the level of 

significance of the nine indicators of work performance and due professional care on improving EAQ, 

which are listed in table 22. The majority of respondents 75% had a tendency to score (4) or (5), 

indicating that the attributes are either 41% “Important” or 31% “Very Important”.  

It can be observed that 78% of respondents consider it is important that there are suitable techniques 

for documenting and reporting the internal audit result and evidence in improving EAQ. It can be also 

seen that the majority of participants 77% of respondents think it is important that internal audit work 

is planned and administered efficiently. It can be also observed that the majority of participants (75%) 

consider it is important that internal audit work is enough; the auditor perceived that the significance 

of the internal audit evidences is enough in improving EAQ. 

Furthermore, the overwhelming of participants 78% of respondents think it is important that the use of 

computerized system by the internal audit since this is allow getting access to all the documents and 

evidence that collected by the internal auditor accurately and effectively.   

The majority of participants 72% of respondents agree with the importance of that internal auditor 

checking other internal controls, as perceived by the respondent 72% of respondents consider it is 

important that working records to backing the internal auditors’ conclusion is sufficient, 

As perceived by the respondent 70% think that it is important that sufficiency of internal audit 

department staffing to assistance the needed effort. Furthermore, the majority of participants (70%) 

think that it is important that presence of a well-organized documentation system by the internal audit 
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department that meet standards, and 69% of respondents think that it is important that presence of an 

annual audit plan that addresses several parts of the company. 

It can be concluded from the findings shown in Table 6.13, on average, 75% of respondents believe 

that these attributes of work performance and due professional care are important. Average percentage 

of respondents who scored these attributes as important ranged from 72% to 79%. 

Moreover, independence of internal auditor and organizational status was tested as main factor of 

internal audit which can influence the quality of external audit; six attributes were employed to 

measure objectivity on internal auditor and organizational status. Table 22 reports descriptive statistics 

for the six indicators were used to measure independence scale. Overall, 78% of respondents viewed 

the six indicators as important factors for improving EAQ. On average, respondents rated this attribute 

with an overall average score of 22 with average scores ranging from 3.80 to 4.25, indicating that 

average response by respondents was (4) “Independent”.   

Consequently, from the descriptive analysis below, average percentage of respondents who rated the 

six attributes as “important” ranged between 59% and 85%. The most important mechanism is internal 

auditors have direct interaction with the external auditor with mean value (4.27) and high consensus 

level between the respondents with .829 standard deviation, however, the least important indicator is 

that the freedom that assumed to internal auditors to connect with administration with mean value 

(3.80).”  

 

 Table 22: Descriptive Statistics for “Internal Auditor Independence” 

Statements (Scale indicators) 1 2 3 4 5 Mean SD 

1 Internal auditors are provided the 

independence to get access all areas in the 

firm 

3 5 26 75 97 4.25 .875 

(1.46) (2.43) (12.62) (36.41) (47.09)   

2 internal auditors have direct and free 

channels of communication to the external 

auditor 

3 2 26 80 95 4.27 .829 

(1.46) (.97) (12.62) (38.83) (46.12)   

3 The internal audit is independent from 3 4 31 92 76 4.14 .844 
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other bodies in the firm (1.46) (1.94) (15.05) (44.66) (36.89)   

4 internal auditors have freedom to apply 

the required internal audit works 

   

3 6 31 78 88 4.17 .894 

(1.46) (2.91) (15.05) (37.86) (42.72)   

5 Internal auditors report the results to the 

audit committee or the board. 

4 4 37 79 82 4.12 .905 

(1.94) (1.94) (17.96) (38.35) (39.81)   

6 The internal auditors have autonomy that 

set to contact the management 

4 3 79 65 55 3.80 .920 

(1.94) (1.46) (38.35) (31.55) (26.70)   

Overall Independence on Internal Auditor 

and Organizational Status 

20 24 230 469 493 4.13 .580 

(1.62) (1.94) (18.61) (37.94) (39.89)   

Notes to table: 

Response scale: 1: Unimportant at all 2: to 5: Very important 

(Standard deviation < 1.25 shown in bold) high agreement, low agreement (standard deviation> 1.25 

shown in italics) 

This section presents six indicators that were used to measure objectivity on internal auditor and 

organizational status. Overall, 73% of the respondents perceived the six attributes as important 

mechanisms for improving EAQ. That is, 38% of respondents were unsure about the importance of 

this item “Freedom that given to internal auditors to communicate with Management”, which is a 

considerable proportion of the sample under study. From the above results, indicated in table 6.13, it 

can be stated that, on average, 73% of respondents consider that these indicators of Objectivity on 

Internal Auditor and Organizational Status are important.  

It can be also observed that 83% of respondents think that autonomy specified to internal auditors to 

entrance all parts of the firm is significant for improving EAQ. The overwhelming of participants 82% 

of respondents perceived that the objectivity of the internal audit department from other departments 

in the company is important for improving EAQ.  

As perceived by the 78% of respondent consider that it is important that internal auditors report to the 

audit committee, this is allow them to communicate and offer all of their findings and 

recommendations to the audit committee and take actions in order to improve the level of control and 
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the quality of financial reporting quality. Moreover, as presented in table 23 auditor significantly 

agreed on that 82% of respondents consider that freedom given to internal auditors to implement the 

necessary internal audit works is significant to deliver high quality of audit service, it can be also 

perceived that 59% of respondents consider that it is important that internal auditors have 

communication to the external auditor to share their findings and improve the level of audit service.   

 

 

 

 

 

 

 

 

 

 

6.8 Ordinary Least-Squares Regression  

OLS regression model is a generalized linear modeling method, it assumes that the association 

between the response variable (Y) and the explanatory variable (X) is linear; that is, to be represented 

using a line of best-fit, where Y is expected, at least to some extent, by X. In this case, the regression 

equation used in this research is represented by the following cross-sectional regression model which 

allows testing the hypothesis:     

EAQ = α + β1 IAC + β2 IAP + β3 IAI + β4 BDP + β5 BDC + β6 ACP +ε  

Where  
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β i =                                  the regression coefficient 

EAQ =                              External Audit Quality,  

IAC =                                Internal audit competency,  

IAP =                                 Internal audit work performance and due professional care,  

IAI =                                  Internal audit independence and organizational status, 

BDP =                               Board of director responsibilities, 

BDC =                               Board of director characteristics, 

ACR =                                Audit committee responsibilities, 

ε =                        Error term.  

The correlation analysis measures and explores if there is association between two variables (Dunn 

and Clark, 1974; Pallant, 2001; Cohen et al., 2013). It is considered a preliminary test and the 

outcomes of the correlation coefficients are between -1 and +1. In addition, correlation analysis is 

conducted in order to examine the relationship between ICGM and EAQ, since the correlation analysis 

is considered a preliminary test to measure the association between the studys’ variables and to verify 

for the presence of multicollinearity issues. Table 24 presents the results of the Pearson correlation 

analysis between the variables.  

 

Table 23: Results of the correlation analysis  

 

 Pearson correlation     

 

Variables         IAC         IAP    IAI       BDR BDC ACR 

       

EAQ .725
**

 .709
**

 .741
**

 .737
**

 .597
**

 .722
**

 

IAC  1 .787
**

 .753
**

 .735
**

 .446
**

 .709
**

  

IAP  1 .772
**

 .683
**

 .491
**

 .689
**

 

IAI   1 .753
**

 .526
**

 .772
**

 

BDR    1 .659
**

 .847
**

 

BDC     1 .604
**

 

ACR      1 
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** Correlation is significant at the 0.01 level (2-tailed). 
Correlation coefficients Pearson’s offer a numerical summary of the strength and direction of the 

linear association between a pair of variables. Moreover, the Pearson correlation coefficient offers an 

indication of the linear association between variables. The correlation coefficients for the research’s 

variables are provided in table 24. As suggested by Hair et al. (2009) the Pearson’s R correlation 

coefficient between each pair of independent variables must not go beyond 0.80; otherwise, 

independent variables with a coefficient in excess of 0.80 may be doubted as demonstrating 

multicollinearity issues. The Pearson’s correlation matrix illustrates that the degree of the correlation 

between the study variables, especially independent variables, is either low or moderate, which 

indicates the absence of multicollinearity issue between the independent variables.  

Before reporting the findings of the OLS regression analysis, the regressions assumptions can be 

tested as a part of the regressions steps. Thus, multiple regressions have been done because the 

dependent construct is scaled on 5 point Likert scale which is treating as interval scale (Wilson, 1971). 

Regression assumptions were checked and validated (Rencher, 2003), as follows: 

- Regression results: 

The purpose of multivariate regression analysis is to evaluate the influence of two or more 

independent variables on dependent variable (Hair et al., 1998). For the purpose of this study, the main 

purpose for using regression analysis is to examine if the independent variables (ICGM) affect the 

dependent variable (EAQ).  

 Linearity  

To assess linearity, partial residuals were plotted (graphical method) which show the relationship 

between the independent construct and the dependent construct given the other independent variables 

in the model against the independent variable (Field, 2005). If the independent variable has a linear 

effect on the dependent variable, the dots should follow the red linear line. Examining the partial 

residual plots shown in figures 15 to 20, it can be perceived that the relationships between the 

dependent variable and the predictors seem linear. This indicates that there is no violation of the 

linearity assumption.  
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Figure 15:Partial Regression Plot of “Internal Audit 

Competency(IAC)”and “External Audit Quality (EAQ)” 

 

 

 Figure 16:Partial Regression Plot of Internal Audit 

Performance(IAP)”and External Audit Quality (EAQ)” 

 

Figure 17: Partial Regression Plot of “ Internal Auditor  

Independence”  and “External Audit Quality (EAQ)”  

 

 

Figure 18:Partial Regression Plot of “The Board of 

Directors’ Characteristics (BOC)” and “External Audit 

Quality (EAQ)” 
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Figure 19:Partial Regression Plot of “the Board of 

Director Responsibilities and “External Audit Quality 

(EAQ)” 

 

 Figure 20: Partial Regression Plot of “Audit Committee 

Responsibilities and “External Audit Quality  (EAQ)”  

 

 Homoscedasticity  

Homoscedasticity means that the variance of the error term is unrelated to the independent variables 

(the variance of the error term is constant) (Hair et al., 1998). This assumption can be verified by 

graphic investigation of a plot of the standardized residuals by the regression standardized predicted 

value, residuals should be randomly scattered around 0 (the horizontal line). Examining the plot in 

Figure 21, no particular shape was detected for the scattering of residuals around the zero line (good 

model is the error term should be around zero and there is no outliers); the residuals seem to be  

randomly scattered. Hence, no heteroscedasticity was detected. The scatter plot is effective method to 

test whether the data are homoscedastic that means the residuals are equivalent around the regression 

line; it is considered the most reliable method to check homoscedasticity (Hair et al., 1998).  
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Figure 21:Homoscedasticity Scatterplot of Standardized Residuals x Standardized Predicted 

 

 Normally Distributed Residuals 

Multiple regressions assume that the residuals are normally distributed. A histogram and a P-P plot of 

the residuals (errors) in the study model can be used to check that they are normally distributed, 

probability plot is the most suitable approach to check normality (Hair et al., 1998), figure 22 and 23 

as can be seen in the P-P plot, the expected and observed cumulative probabilities, while not matching 

perfectly, are fairly similar. Moreover, the histogram shows a bell-curved distribution suggesting a 

normal distribution of the residuals. This suggests that the residuals are approximately normally 

distributed.  
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   Figure 22:Histogram of Regression Residuals 

 

Figure 23:P-P plot of Regression Residuals 

 
 

 Collinearity  

Multicollinearity happens once independent constructs are extremely connected. It can be detected 

employing measures of tolerance and variance inflation factors (VIF). Tolerance values were all above 

.6 and VIF values were all below 2 as presented in table 6.16, suggesting low collinearity (O’brien, 

2007; Pallant, 2013).  

 OLS Regression Analysis Findings  

As regression assumptions were examined and validated as explained earlier, regression analysis could 

be eligible to be applied. Correlation and OLS regression were performed to investigate the 

relationship between EAQ and the six ICGM as highlighted in the research objectives. Initially, the 

correlation between the variables was measured by calculating Pearson’s r correlation coefficients 

(Nahler, 2009). All ICGMs were positively correlated with the EAQ, demonstrating that participants 

with greater scores on these variables (ICGM) tend to have higher scores on EAQ. The OLS 

regression model with all six predictors indicated that the six predictors explained 59% of the variance 

in EAQ (R
2
 = .590, p < .001). As can be perceived from the results in the table 24, the predictor 

coefficients had significant positive regression loads, demonstrating that respondents with scores 

measures on these constructs were anticipated to have greater scores on EAQ. However, according to 
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the initial OLS regression model results, the predictor “The Board of Directors composition and 

qualifications” was found to be insignificant in contributing to the model, this result did not confirm 

the suggestion of H4, this is could be because the qualifications of the board is not important in 

improving the quality of external audit process as the main factors are the board performance and the 

interaction with the external auditors. Therefore, OLS regression analysis was re-performed with this 

predictor out to get the final OLS regression model explaining the majority of the variance in Audit 

Quality Attribute. 

Table 24: The results of the full OLS regression analysis 

EAQ = α + β1 IAC + β2 IAP + β3 IAI + β4 BDR + β5 BDC + β6 ACR +ε 

  

 
        

Descriptive Statistics   

 

      

 OLS Regression      

 

Collinearity  

Statistics 

 Mean         S.D            Median                   Tolerance     VIF 

Beta                  T Sig   

 (Constant)  - - - - 1.927 .055   
IAC  4.01 .542 4.03  166 3.187 .002 .757 1.320 
IAP  4.02 .644 4.04 .280 5.385 .000 .762 1.312 
IAI  4.13 .580 4.18 .249 4.562 .000    .692 1.446 
BDR  3.92 .534 3.98 .085 1.782 .076 .901 1.110 
BDC  3.95 .529 4.00 .181 3.713 .000 .863 1.158 
ACR  3.91 .494 3.95 .226 4.452 .000 .801 1.248 

Model 

 Summary  

 

 

R R 

Square 
Adjusted 

R Square 

Std. Error 

of the 

Estimate 

 

R 

Square 

Change 

F  

Change 

 

 

Sig. F Change 

.768 .590 .577 .29544 .590 47.677 .000 

 

Referring back to the research hypotheses, these regression results indicate that the hypotheses H2, 

H3, H4, H5, and H6 were supported, and it can be concluded that there is a significant effect of 

“internal audit competency”, “work performance & due professional care”, “objectivity on internal 

auditor & organizational status”, “work performance & responsibilities the board of directors”, and 

“audit committee work performance & responsibilities” on “audit quality attribute”. On the other 

hand, the hypothesis H1 was rejected, concluding that there is no significant effect of “the board of 

directors’ composition & qualifications” on “audit quality attribute”, which means these mechanisms 
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have significant influence on the EAQ for companies and this is support the hypothesis suggestions. 

Thus, the study hypotheses were tested through evaluating the strength, direction and level of 

significance of the coefficient, all the hypothesis are supported by the empirical evidence except 

hypothesis 1 was not supported through the empirical evidence. For example, as hypothesized by the 

researcher, the board of director responsibilities has been found to be significantly influence on EAQ 

at significant level where the coefficient of determination of the influence of this variable on EAQ is 

.179, indicating that board of director responsibilities has mechanisms that influence EAQ. According 

to the coefficient of determination, there is a positive association between the ICGM and EAQ. The 

result shows a strong evidence for the positive relationship between board characteristics and EAQ. 

This suggests the Jordanian firms that have a higher proportion of independent directors on board 

likely demand broader audit scope (EAQ in turn) to maintain shareholders’ wealth to protect their 

reputation by ensuring more honest reporting produced by executives. This is consistent with the 

notion that independent directors utilize more extensive audits to complement their own monitoring of 

managerial behaviour. Regarding audit committee characteristics, the findings are consistent with our 

expectation that higher proportional of independent members as well as proportion of members who 

have financial expertise lead to higher audit quality. These findings are consistent with agency theory 

propositions and in line with most of previous empirical studies. Agency theory suggests independent 

non-executive members in audit committees increase the committees’ ability to effectively carry out 

their monitoring tasks over financial reporting and monitor management behaviour, which in turn 

reduce agency conflict (Fama and Jensen, 1983). (Abbott et al., 2000; Farber, 2005) concluded that 

audit committee with independent members reduce probability of fraudulent financial reporting and 

increasing quality of financial statements. The results confirms that independent committee’s members 

most likely demand more audit effort, because they are more interested to pass credible financial 

statements to shareholders, as well as they are more concerned about their reputational loss which may 

arise from issuing misleading financial statements.  
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Thereby, the hypothesis that related to this variable was accepted, this means that the company has 

board of director which perform their responsibilities and duties properly would enhance the level of 

EAQ. Table 26 reviews the analysis results of all hypotheses.   

Table 25: The results of hypotheses testing 

Hypothesis #  Description of hypothesis and research question Empirical evidence   

Hypothesis 1 There is a significant effect of “The Board of Directors’ 

characteristics” on “EAQ”.   
Rejected 

p>.05 

Hypothesis 2 There is a significant effect of “Responsibilities & Performance of 

the Board of Directors” on “EAQ”.    

Supported 

β = .181 p<.05 

Hypothesis 3 There is a significant effect of “Audit Committee 

Responsibilities” on “EAQ”.   

Supported 

β = .226 p<.05 

Hypothesis 4  “Internal audit competency” has an influence on the level of 

“EAQ.   

Supported  

β = .166 p<.05 

Hypothesis 5 There is a significant effect of “Internal audit Performance” on 

“EAQ”.      

Supported 

 β = .280 p<.05 

Hypothesis 6 Independence of Internal Auditor has a significant effect on EAQ.    Supported 

β = .249p<.05 

 

The regression model establish the relationship between the ICGMs as predictive variables and EAQ 

as dependent variable, the table 25 displays significant associations were found between independent 

variables (internal audit performance, internal audit competency, internal audit independence, audit 

committee responsibilities, board of director responsibilities) and EAQ, which may demonstration a 

direct influence. The strongest relationship was between EAQ and internal audit work performance, β 

= .280 with p<.05, indicating a positive moderate relationship, followed by the independence of 

internal auditor has a significant effect on EAQ with β = .249p<.05 audit committee work performance 

& responsibilities” on “EAQ with β = .226 p<.05. On the other hand, the relationship between EAQ 

and work performance & responsibilities the board of directors was weaker (β = .85 with p<.05) as 

well as between EAQ and internal audit competency (β = .166  with p<.05); for internal audit 

competency, indicating a positive weak relationship.  The result is also consistent with agency theory 

as well as with prior studies. Agency theory proposes that that effective board of directors play an 

effective monitoring role over all firms activities (including management behaviour) as their ultimate 

goal is to protect shareholders’ interest in addition to avoid potential legal liabilities (Jensen and 

Meckling, 1976; Fama and Jensen, 1983a). Therefore, demanding high audit quality by board directors 

is expected as a monitoring tool (which resulting in more monitoring cost). Prior studies also 
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confirmed that effective board of directors seek differentially higher-quality audit by demanding 

intensive work from external auditors, suggesting that audit function is complement the board 

monitoring role (Carcello et al. 2002; Abbott et al, 2003, O’Sullivian, 2000; Zaman et al. 2011; Bliss 

et al., 2009; Yatim et al., 2006). Moreover, The Jordanian corporate governance code (2008) 

emphasises on role of board of director. 

6.9 Chapter summary 

This chapter has discussed and explained the development process of the questionnaire and supported 

literature including the design of the questionnaire and measurement of the constructs and it described 

the steps of the design of the questionnaire which involved explaining supported literature through 

reviewing previous studies and describing the pilot study with professional auditors and academics. 

Moreover, this chapter explained the data collection procedures and population. It provided 

justification for using self-administration and distribution of the questionnaire. It also explained the 

pilot study of data collection and findings; it reported the lessons that learned from the pilot study, the 

assessment of validity and reliability have been presented as well.   

With respect the data analysis, this chapter has reported a descriptive statistics of the quantitative data 

which is collected through using questionnaire from the audit firms’ respondents, in discussing these 

data and findings, the analysis started with describing the demographic data of the respondents in the 

research sample, a descriptive statistics of their responses are presented.  

In conclusion, the results of the questionnaires survey revealed that participants perceived high 

significance role that played by most internal audit factors, board of directors’ characteristics and audit 

committee performance in accomplishing high EAQ. Furthermore, the importance of the roles of the 

internal audit, audit committees and boards of directors are perceived by the Jordanian external 

auditors in protecting shareholders’ interests and improving the level of the financial report and 

auditor report quality and this is consistent with the JCGC which considered as these mechanisms as 

the main monitoring and controlling mechanisms to ensure high quality of audit process.   
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  7   Stage 2- Qualitative Methodology (Analysis and Findings) 

7.1 Introduction and Rationale for Employing Purposive Sampling Strategy  

As explained earlier the second stage of this study is the qualitative research which employed the 

semi-structured interviews in order to get “better understanding” about the studys’ relationships. The 

aim of this phase is to ensure the experts’ point views confirm the literature and quantitative findings, 

the interview with the experts also use qualitative results to assist in explaining and interpreting the 

findings of quantitative study from experts’ perception. The results for this stage assist in explaining 

and interpreting the findings from the quantitative stage in more details and richness as well as 

contextualize the results (Creswell, 2003). Teddlie and Yu, (2007) highlighted that the purposive 

sampling is useful for qualitative research, more especially when the research design includes different 

stages (Tongco, 2007). The purposive sampling with the expertise technique is helpful to investigate 

and highlight some issues and findings further. Kemper et al., (2003) suggest that the qualitative 

results intend mainly to confirm and supplement the quantitative results.   

“In sequential mixed models research, information from the first sample for quantitative research is 

often requisite to draw the second sample (typically derived from a purposive sampling procedure” 

(Kemper et al., 2003; p. 284).   

Consistent with the quantitative part of this study in section (6.2.4), the target population for the 

qualitative part is the external auditors of the Jordanian audit firms through developing eligibility 

criteria to select the interviewees. The method chosen for taking the sample depends on the nature of 

the population, aim and question of study and the resources available in terms of time and money, the 

sample should be representative and unbiased for this reasons criteria should be developed to select 

the participants (Tansey, 2007). The purposive sampling known as selective or judgmental sampling, 

this is popular sampling method in interview approach (Bryman and Bell, 2015; Onwuegbuzie & 

Leech, 2007), as recommended by (Mack et al., 2005), purposive sampling is an  efficient method that 

can be employed for collecting relevant data from respondents, who have got the necessary knowledge 

or experience of the phenomena being researched. The purposive sampling with the expertise is useful 
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to collect knowledge and information from participants who have experience and knowledge in this 

research area (Guarte and Barrios, 2006; Tongco, 2007), this allow the researcher to rely on them as a 

valuable source of knowledge to understand the phenomena.       

This sampling technique is considered efficient method for collecting data from respondents who have 

specific characteristics which include experiences or knowledge of the phenomena being researched 

(Bryman and Bell, 2015; Onwuegbuzie & Leech, 2007).  

The purposive sampling enables the researcher to answer the research questions appropriately, this 

sample is representative of the population, hence an appropriate strategy for doing mixed methods 

research (Teddlie and Yu, 2007), because the researcher selected the participant purposively to answer 

research questions and to do mixed methods, The researcher has to set specific characteristics that the 

participants should met to do this type of research sampling. Thus, selecting experts based on the 

purposive sampling is the most appropriate sample is the most appropriate sampling strategy, since the 

researcher needs to glean data and knowledge from the participants who have specific expertise, this 

allows highlighting and focusing on their expertise to understand the phenomena (Fylan, 2005; 

Dicicco‐Bloom and Crabtree, 2006).  

This research targeted the external auditors for several reasons, as explained in detail in the section 

(5.6.3), they are the main player in providing audit service and they have experience and knowledge in 

the audit service, thus, their occupations should be external auditors and after that the most important 

thing is their attitude if they are willing to participate and contribute in the study. Moreover, the 

auditor should practice the audit service in Jordan and have a valid licence to conduct audit service, 

and the participants should be willing to participate and contribute to the study. Otherwise the 

participants were excluded if he/she doesn’t have valid licence or if he/she is not practicing audit 

service in Jordan.  

The interviewees were selected based on their experience and their position since the auditors with 

more experience and high position in the audit team were targeted to be one of the participants 

because they have more experience and knowledge. This allowed obtaining valuable and valid 

contribution to the study, thereby the priority for recruiting participants for partner then manager and 

senior auditor respectively and having experience more than 5 years.  
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7.2 Data Collection  

Semi-structured interviews were conducted instead of unstructured interview because it fits more with 

research design and this stage conducted after quantitative research to get deep understanding of 

research questions (Creswell, 2003).  

The list of all the external auditors provided the data about the population of the study. Thereafter, 

purposive sampling was employed where the respondents were purposively selected due to the 

participant’s knowledge, experience and position (Fylan, 2005; Teddlie and Yu, 2007, Tongco, 2007). 

The external auditors who are board members in the JACPA were contacted first, the choice to contact 

them first was due to their position as external auditors and as board member of JACPA so they are 

experts in this area and they have more knowledge and experience based on their position, this leads 

the researcher to start contacting them, this improve the credibility of their contribution because 

they’re policy makers as well, after contacting them; four of them accepted to do interview, due to the 

difficulties to meet the auditor because of the nature of their work, these board members refer the 

researcher to some of the auditor who fulfil the selection criteria, five interviews were conducted with 

external auditors who are working in big audit firms, other four interviews were conducted with 

auditors who are working on local audit firms, the researcher contacted them and sent the notification 

letter and consent form then identifying the place and time for the interview. Therefore, these external 

auditors provided rational insight and contribution to the interview questions. The translation was 

conducted for the interviews’ transcripts by expert certified translator, as the interviews were 

conducted by Arabic language (the participant’s primary language), in order to ensure the accuracy of 

the translation, it was checked by the researcher because the translator is not specialised in the 

accounting area.   

The section provided background information about four aspects of the interviews which are the 

interview duration, participants’ position and experience. Table 27 offers an overview of Interview 

respondents’ demographics. It can be observed that the majority of the interviewees have experience 

more than 5 years, it can be also noted that the interview duration from (31-70) minutes. It can also be 

seen from the table 31% of the respondents are board of director of JACPA, most respondents 38% are 
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auditors in Big four firms and 31% are working in local firm. The criteria for choosing the participants 

were explained earlier.      

Table 26: Interview respondents’ demographics 

Auditor number  Interview Duration Position 

 

Experience  

External Auditor 1 (EA1) 55 Minutes   Board of director of 

JACPA 

More than 10 Years 

External Auditor 2 (EA 2) 40 Minutes Manger-Local firm  7 Years  

External Auditor 3 (EA3) 70 Minutes Partner – Big four  9 Years  

External Auditor 4 (EA4) 65 Minutes Board of director of 

JACPA 

More than 10 Years 

External Auditor 5 (EA5) 35 Minutes Senior auditor- Big four 3 Years 

External Auditor 6 (EA6) 45 Minutes Board of director of 

JACPA 

7 Years 

External Auditor 7 (EA7) 53 Minutes Senior auditor - Big four 4 Years 

External Auditor 8  (EA 8) 43 Minutes Senior auditor - Local 

firm 

5 Years 

External Auditor 9  (EA 9) 53 Minutes Partner  - Local firm 8 Years 

External Auditor 10  

(EA 10) 

37 Minutes Senior auditor - Big four 3 Years 

External Auditor 11 

(EA11) 

51 Minutes Senior auditor- Big four 4 Years 

External Auditor 12 

(EA12) 

33 Minutes Board of director of 

JACPA 

More than 10 Years 

External Auditor 13 

(EA13)  

31 Minutes  Partner- - Local firm More than 10 Years  

7.3 The Quality Criteria of the Qualitative Data 

The quality criteria in qualitative research can be addressed through improving the trustworthiness and 

accuracy of the qualitative data collection and analysis steps (Franklin and Ballan, 2001; Golafshani, 

2003). In qualitative stage in this study, there are various field procedures that the researcher 

employed them to ensure the accuracy and trustworthiness of the qualitative data and the results of the 

analysis (Frost, 2011). Structured procedures and systematic approach were followed by the researcher 

in order to collect and analyse the qualitative data, this allow ensuring the rigorous of the qualitative 

results (Franklin and Ballan, 2001; Golafshani, 2003). 

In order to guarantee the application of mixed methods in the accurate and effective way this study has 

followed the guidelines and steps of some well-established mixed methods scholar as explained in 
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details in section (5.6), this allows accomplishing the research objective accurately. The qualitative 

data consider the trustworthiness and accuracy of the method and data as main quality criteria which 

were achieved by employing different procedures during data collection and analysis (Rasmussen et 

al., 2005). One of the main methods to check the credibility of the qualitative research is sending the 

interviews transcripts, themes and results back to some respondents to check if these findings match 

with their perceptions and answers as well as the practice. The main aim of the qualitative research is 

to understand and explain the phenomena from the respondents’ perspective, thus the respondents who 

can judge the credibility of the findings (Beck, 1993). The credibility criteria emphasis on the need for 

the researcher to develop accurate instrument to capture the aspects of the phenomena accurately, this 

is because credibility focuses mainly on linking the study’s results with the reality and practice, 

thereby, one of the main methods that used to establish and ensure the credibility is sharing the results 

and interpretation with the respondents, this way allow the respondents to provide feedback about the 

results and give clarifications.  

In this study, the accuracy of the transcripts and coding process were checked at different stages by the 

researcher and two of his PhD colleagues who got experience in qualitative research checked the 

initial code, the transcript and coding process to ensure there is no missing out any code or themes. As 

it was approved by the ethical committee to have people to check the coding process with the 

supervisory team, After that the researcher and the supervisor checked again the analysis and coding 

process (Silverman, 2001; Spencer et al., 2003), there was agreement between different people who 

coded the data concerning the main pattern of the data. Briggs, (1986) suggests using interview guide 

allows collecting credible and trustworthiness data as well as answer the research questions accurately. 

In this research, the interview guide was developed based on the research questions and quantitative 

stage and the participants were asked the same questions to guarantee consistency (Silverman, 2001; 

Krueger, 2009). Furthermore, interview schedule was sent to some academics after checking by the 

supervisory team. Other ways the researcher employed to enhance the quality of the qualitative study, 

record the interviews with the consent from the participants, (Lewis and Ritchie, 2003; Vaivio, 2008; 

Chen, 2012). 
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Thus, intercoder agreement was employed in this research to boost the trustworthiness and accuracy of 

the analysis of the data (Ritchie et al., 2013). Moreover, the researcher coded the data twice to ensure 

the accuracy of the analysis. Further, two senior PhD colleagues (qualitative researcher) offered 

feedback on the final version of the qualitative analysis and results (Ritchie and Lewis, 2003; Ahrens 

and Chapman, 2006).  

In this study, the researcher follow structure and accurate procedures in order to collect the data in 

rigorous way by asking some professional agencies (JACPA) for help in collecting the data, and the 

ethical issues related to the data collection and analysis were addressed and got approval from the 

research ethics committee, these fieldwork steps allow improving the credibility and trustworthiness of 

the research data and the research process (Remmers et al., 1927). Confirmation with participants has 

been done in order to ensure the research findings are applicable and accurate, they appreciate the 

results and they confirmed that the findings are interesting to apply in their work. (Spencer et al., 

2003; Roulston, 2010; Lewis and Ritchie, 2003). The researcher addressed theses quality criteria that 

related to the validity, reliability, trustworthiness and credibility as main criteria for high quality of the 

research in mixed methods (Creswell, 2013).  

7.4 Qualitative Data Analysis 

In qualitative research, there are various techniques that can be employed to analyse the qualitative 

data. The most common techniques of data analysis involve, narrative analysis, grounded theory, 

content analysis, framework analysis and thematic analysis (Srivastava and Thomson, 2009), choosing 

one of these techniques can be influenced by various criteria include the role of the researcher, 

analysis focus and purpose, data access and contextualisation (Silverman, 2000). In general, interview 

data analysis related to the category of thematic analysis which focuses on identifying and highlighting 

themes (or “patterns of response") that related to the collected data which allows answering a specific 

research questions and explaining the research problem (Bryman and Burgess, 1994; Braun and 

Clarke, 2006). Thematic analysis is one of the most popular methods of qualitative data analysis 

(Attride-Stirling, 2001; Bryman and Burgess, 2002), it can be performed in six main steps in order 

analyse the interview data and create which has been employed to understand the pattern of the 
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collected data set (Bryman ; 2012). This research employed thematic analysis to investigate the 

interview, since this technique enables explaining the qualitative data in greater details and focus on 

the themes and codes (Boyatzis, 1998). Conducting interview is one of the main methods of data 

collection in the qualitative research which can be used to understand the participants experience and 

perceptions (Bryman and Burgess, 2002).      

Attride-Stirling (2001) highlighted that interview data should be examined in a systematic way to get 

meaningful results. Researcher can determine common themes and codes in the data set. Moreover, 

thematic analysis as a technique of qualitative data, this method is useful for determining, pinpointing, 

analysing and interpreting the rich data in a form of main patterns and themes, this technique can be 

employed across a wide range of research questions and epistemologies (Grinnell Jr and Unrau; 2010). 

It also fits in well a research such as this one aims to understand the relationship between the variables 

(Ivankova, 2006; Creswell, 2013). Additionally, thematic analysis employs coding and patterns to 

offer good explaining of the research questions by offering precise and clear steps of data analysis 

(Attride-Stirling; 2001). Braun and Clarke (2006) describes thematic analysis as a technique can 

creates logical and reasonable chain of empirical evidence, in this study thematic analysis was used as 

the technique for analysing and interpreting interview data.    

This research has followed six steps of Braun and clark’s (2006) to analyse and interpret interview 

data through using thematic analysis as it provides accurate and methodological sound process, it is 

popular in analysing qualitative data. Inductive and deductive approach can be employed with 

thematic analysis (Frith and Gless, 2004), employing inductive method allows the researcher to 

analyse the data for any emerging themes that relevant to the broad research questions and without 

paying attention to the theme that determined in prior studies (Braun and Clark, 2006), however, 

according to the deductive reasoning is more obviously analyst–focused which lets the researcher to 

scrutinize the data in relation to the hypothetical or quantitative results in the research problem being 

examined, the deductive approach allows offering more detailed analysis or particular themes or set of 

variables (Braun and Clark, 2006).  
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In this study, the interview data was primarily gathered to clarify, interpret and explain the quantitative 

results and the research questions, thus deductive approach was used to guide the analysis process with 

paying attention to any emerging themes and codes (Braun and Clark, 2006), this approach allowed 

gathering, analysing and then interpreting the data in relevant to the results that had got from the 

quantitative findings and addressing research questions.   

7.5 Process of Thematic Analysis 

This section reports the findings from 13 interviews which conducted with Jordanian external auditors 

to answer the research questions; how the ICGM can influence on the EAQ process”, the results of the 

qualitative data analysis are reported as a chains of codes, sub-themes and themes, this chapter also 

presents and describes the steps and procedure were followed to analyse the interview data,  

The section also highlights the patterns relevant to the four pre-identified themes then reports the other 

codes and sub-themes that emerged from the data, relevant to the governance mechanisms related to 

EAQ. This section presents the findings from 13 interviews which conducted with external auditors in 

order to address the research questions which focus mainly to understand how the ICGMs can 

influence the EAQ. 

This study followed Barun and Clarke (2006) the six steps in order to perform thematic analysis; this 

allowed understanding the relationship between ICGMs and EAQ by providing rich details about this 

relationship as explained earlier. Thematic analysis is performed through the process of analysing and 

coding in six stages to establish meaningful themes from the data set. These phases are; familiarization 

with data after transcribing, creating initial codes through reading the transcribe in a logical way, 

searching for themes by organizing codes under similar themes, reviewing themes through proving if 

the themes suitable the code that extracts form the data as well as defining and naming the themes 

which is the final stage for analysis. Deductive reasoning is used where the researcher started with 

particular initial codes and themes. The researcher was looking on these variables that captured by the 

theory and literature and the door is opened for any other indictors and codes that are not capture by 

the theory and the literature but the researcher was focusing on the main themes which have been 

tested and investigated in the quantitative stage. Thematic analysis allows the researcher to summarise 
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fundamental pattern of the data in order to answer research questions (Fereday and Muir-Cochrane, 

2006; Joffe, 2012), as in this study the researcher looking at how ICGMs can influence EAQ, thus, 

thematic analysis would reveal how various mechanisms influence EAQ process.  

Step 1: Becoming familiar with the data set  

Barun and Clarke (2006) propose the first phase of thematic analysis is being familiar with the data 

set; therefore, all interviews were recorded and transcribed in full to get details answer and 

understanding of the participants point views about the relationship between the ICGMs and EAQ. 

Transcription of data comprises of accurate observation and information of the data through listening 

and documenting the interview. The interviews were recorded with the permission from the 

participants, the researcher has read the transcripts many times in order to be familiar with the data set 

(Riessman, 1993). This permitted the researcher to start identifying the initial ideas and themes in the 

data set and also be informed and familiar with understanding the data set content in depth way.   

Step 2: Identifying initial codes and themes (Initial thematic map)  

Coding is the main step in the qualitative data analysis (Miles and Hubermaa, 1994) in this step the 

researcher assigned labels and names against the data set to accommodate the search for patterns and 

themes in the data (Patton,1990). According to (Boyatizs, 1998) the code is “the main element, of the 

raw data that can be evaluated in a meaningful manner concerning the problem”.  

This stage starts with coding interesting and main ideas within the whole data set in a systematic way. 

In this research, codes were primarily identified using pre-identified themes and codes which 

determined from the quantitative stage and interview schedule but if any new codes emerged from the 

interview data, the researcher take them into consideration and specified a place in the coding process. 

The researcher was transcribing and reading each interview after conducting the interview to be 

familiar with data set as well as to find and highlight the initial codes and themes and then prepare for 

the next interview; coding thematic analysis requires coding interesting features of the data set 

(Boyatzis, 1998).  
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The coding process and the interview questions were guided by the research questions and quantitative 

results, thus, the interview was built in order to fulfil the research objectives. In this study, deductive 

approach was followed and codes were initially identified using the initial codes which highlighted 

from the literature and quantitative stage (Barun and Clarke, 2006), thus, the researcher read and 

analyse the data with paying attention to the themes which are quantitative stage and previous 

literature have determined.          

Every transcript in the interview was divided into small sections in regarding to the participants’ 

concepts, each code was allocated a discrete column and the related description organised in the same 

raw. The researcher assigned the same code for the similar pieces of responses that raised from 

different participants, which help the researcher to code and integrate (connect) the similar ideas of 

various respondents to gather below the same code. All interview was analysed in the same approach 

by searching for meaningful codes and themes, some examples were given about how codes process 

was applied in the data set, the table 28 shows the process of coding with some examples that involved 

in this research after coding all the interviews transcripts in the same way, the themes and relevant 

sub-themes and codes in the whole data were collated in the final thematic map, as recommended by 

Braun and Clarke (2006).  

Table 27: Data quotations and codes 

The transcribe of the interview The Code 

“...Effective internal governance mechanisms lead to 

reduce the risk of our audit service in terms of 

material misstatement risk, control risk, detection risk 

and our sampling would be representative for real 

position of the company....   

Reduce audit risk  

“We should collect relevant, sufficient and 

comprehensive audit evidence in order to support our 

opinion and this is should be clearly stated in our 

report.....”   

The quality of 

audit evidence.   

“We can rely on and use the internal audit evidence 

and guidance according to the audit standards and 

JCGC in order to build effective planning for the audit 

service.....”      

the internal audit 

evidence and 

guidance  

“......by establishing effective audit plan this allows us 

to gain good and comprehensive understanding”  

Improve level of 

understanding  

“.........good guidance from the internal audit help us 

to focus more on the risky areas”   

Valuable 

guidance  

“We check to which body the internal audit submit The reporting 
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their reports and findings to ensure the independence 

and reliability of the internal audit work......”  

channel 

“..........effective internal governance mechanisms 

allow us to build our procedures and additional tests 

based on the internal governance evidence and 

findings “  

Design audit 

procedures  

“When we collect evidence we should ensure the 

evidence meet the qualitative and quantitative criteria, 

qualitative which means the appropriateness and 

relevancy but the quantitative is related to the 

sufficiency of the evidence”     

Quality of 

evidence  

appropriateness 

and relevancy 

Coding Example  

This display the types of processes involved in the data coding. There were many commonalities 

among the participant’s responses, which permitted the researcher to codes and connect the related 

responses of various respondents together below same code; this permitted the formation of patterns in 

the entire data set.   

Stage 3: Searching for Themes 

In this stage the researcher should determine the main patterns and themes of the data and 

conceptualise the list of organized codes (Braun and Clark, 2006), under this stage the researcher can 

determine and combine similar code to create main theme in relative to research questions and 

problem.  

At this stage of the thematic analysis process, all codes were arranged into different categories to 

determine the relationship between codes and the main themes, the theme were organised based on the 

patterns and prevalence determine among them. For example codes like internal audit evidence and 

document, applying the auditing standards and effective communications with other governance are 

formed the sub-theme “effective internal audit performance”, the different sub-theme (e.g. internal 

audit competency and internal audit independence) are formed the main theme which is the internal 

audit factors. Thus, at this phase of analysis all codes were categorised under different themes and sub- 

themes based on the relationship between codes, sub-theme and themes as well as their prevalence and 

patterns which identified between them (Braun and Clark, 2006).       
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Tables were used as visual representation for the data analysis in order to illustrate the thematic 

analysis process (Braun and Clarke, 2006). Although tables were used in the thematic analysis steps, 

the mind map is used in order to present the final results of the thematic analysis and explain the 

findings. This allows showing the robustness and systematic way of the data analysis (Braun and 

Clarke, 2006). The table 28 was generated as results of this step; table 28 illustrates the initial themes 

which developed based on the initial codes. This initial pattern involves four main themes which 

emerged from the qualitative data. As it can be seen in table 28 each them involve sub-theme and 

cods, these initial themes were identified from the data that codes are additional developed in the 

subsequent phase of the analysis. The main themes were highlighted depending on their predominance 

and the patterns identified in the data set.  

Step 4: reviewing themes: Reviewing themes (Developed thematic map) 

This stage aimed to refine the initial category of the themes, this lead to improve the quality of the 

analysis, the researcher in this stage was trying to refine and enhance the initial grouped theme to 

make the analysis more clear and comprehensive as well as to decrease the data more in a methodical 

approach. Braun and Clarke (2006) recommend that at this stage theme should be tested for internal 

consistency. According to Braun and Clarke (2006), this stage contains two main levels of reviewing 

the data; first of all, the researcher reviewed the consistency and coherence in relative to coded that 

extracted and main theme, and then check the theme in relation to the whole data set, at the end of this 

stage the researcher generate the thematic map. Some of the codes form the main-themes and other 

form the sub-theme.  

For example, some sub-themes and codes were reviewed, refined, renamed or deleted, in this stage, for 

example four codes which are reduce sampling risk, reduce detection risk, reduce control risk of 

material misstatements have presented related theme and they were grouped and specified a new name 

as “ reduce audit risk”. Under this stage, themes, sub-themes and codes were reviewed and refined, 

while at this stage the level of validity of the whole data set was reviewed to check the validation of 

individual codes in related to the sub-themes and themes. The revised mind map illustrates the same 

file:///C:/Users/BMRI/Desktop/UK%20work/Qualitative%20paper/Thematic%20analysis%20steps%20and%20evidence/Step%203%20searching%20for%20themes%20and%20codes.docx%23_ENREF_1
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theme. However, it shows that at this stage of analysis most of the codes were either emerged or 

deleted.         

Moreover, it was also determined at this phase of the analysis that two sub-theme (having regular 

discussion with internal auditor as well as effective communication with board of director) combined 

under one sub-theme of audit committee responsibilities (effective communication with governance 

bodies) as they seemed to related to the initial thematic map to audit committee performance, thus, 

they were grouped as a part of effective communication with governance bodies, the same process was 

followed to improve the remaining sub-themes. Therefore, on this stage of the analysis the code, sub-

theme and themes for the whole data set were prepared in order to check whether initial thematic map 

precisely reflects the whole data set as well as to guarantee the validity of the individual themes, sub-

theme and codes in relation to the dataset. Some codes and sub-themes did not seem to fit to any 

theme, thus they were either discard or assigned for relevant themes or subtheme.  The results of this 

refining process are presented in the table 29 (final map for the entire), some of the codes create the 

main theme and others generate the sub-theme (Braun and Clarke; 2006). Every of the key themes 

have different codes, as can be perceived in table 29. These original key themes which developed from 

the data as this step mainly for searching for themes and codes.  

Table 28: Step 4: Developing and reviewing themes:  

Theme Sub-theme Codes 

 

Internal audit     
  

 

Internal audit independence 

involves,  

-Freedom given to get access to all departments and 

documents 

-Report findings to audit committee or board of 

director (reporting channel),  

- Establish policy that stated clearly IA duties, 

authorisation and objectives (Internal audit charter),   

 

Internal audit competency 

involves,  

- Continues professional developments, 

- Connection with professional body 

- Established policy for hiring and training, 

- Availability of resources,  

Internal audit performance 

involves   

- applying audit standards, 

- Effective communication with other governance 

body 

- Internal audit findings and evidence 

- Good documentation system 

- Meeting and notifications and valuable guidance.  

Boards of directors Boards of directors’ - Submitting financial report to shareholders, 
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theme has two sub-

themes 

(responsibilities 

Boards of directors 

and Boards of 

directors-external 

auditor 

communication) 

As can be show in 

figure “theme” from 

the interview data, 

which was defined 

through 3 sub-theme, 

responsibilities  
 

 

- Selecting and monitoring audit committee, 

- Ensure effective communication between internal 

and external governance, 

- Recommending the selection and compensation of 

the auditor and 

Involves 

- Better disclosure practice and 

- Ensure effective monitoring system. 

  Boards of directors’ 

communication with the 

external auditor involves   

- Discuss the audit matter (I,e scope limitations) 

- Ensure external auditor independence or client – 

auditor relationship independent, 

- Discuss material misstatement and weakness 

“feedback”, 

- Draft of discussion, and 

- Apply auditor recommendation and 

- Discuss boards of directors’ meeting records and 

decisions, 

Audit committees 

work performance 

and audit quality: 

perceptions of 

external auditors 

Analysis of the 

interviews data 

revealed the audit 

committees theme has 

two main sub-theme 

(responsibilities audit 

committees and audit 

committees -external 

auditor 

communication),  

Audit committee- external 

auditor communication   

 - Providing clarifications, confirmations and 

explanations, 

- Evaluate external audit performance, 

- Ask auditor to conduct additional tests, 

- Draft of discussion 

prepare audit requirements,   

 

Audit committees work  

performance and 

responsibilities   
 

- Improve communication between EA and IA, 

- Monitor and review financial reporting process, 

-  Take necessary corrective actions, 

- Approves audit fees and non- audit service 

- Improve communication between external auditor 

and internal auditor 

- Report the effectiveness of the internal control 

system 

External Audit quality 

theme has five main 

sub-themes effective 

risk assessment 

process, compliance 

with international 

standards on auditing, 

effective and 

comprehensive 

planning, audit testing 

procedures and  

Effective risk assessment 

process    

-Reduce the audit risk 

- Control procedures are existed and implemented 

(Control procedures implementations) 

- Focus on the most risky areas.  

- Improve the level of assurance 

 

 Effective and 

comprehensive planning    
 

- Improve the level of understanding (internal control 

and operation system)   

- Design effective audit procedures, 

- Compliance with international standards on 

auditing and   

- Ensure best practice, 

- No assurance consulting service 

usefulness and - Audit evidence quality - Comprehensive and relevant 
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reliability of the 

auditor) 

  

 - Appropriate, reliable and sufficient 

Audit testing procedures    

 

- Control procedures implementations “quality 

control”, 

- Professional care and scepticisms, 

- Good documentation system.  

- Ensure the financial reporting is prepared in 

accordance with IFRS,   

Usefulness and reliability of 

the auditor involves.   

 

- Evaluate and communicate audit evidence 

- Improve level of disclosure (Improve the disclosure 

practice) 

 (financial reporting quality), 

- Report any material weakness and misstatement, 

- evaluate internal control system,    

Step 5: Reporting findings -Reporting thematic map- (final thematic map) 

In this stage the researcher further improves the initial themes and overall storytelling as well as 

generating clear themes and codes to report the results of the data analysis. Braun and Clarke (2006) 

recommend that labelling the themes is mainly for identifying the “essence” of what every theme 

focus on and to identify the main ideas and patterns of the theme.  

In this stage the researcher organised the themes and establish a coherent connection between the 

themes, the researcher refined and establish relationship between themes and codes at the end of the 

stage clear and final definitions and labels were allocated to every theme to build storytelling 

concerning the data set and relationship, findings of each theme are reported for one section which is 

divided into further theme with detailed discussion, at this phase of improvement codes like internal 

audit reports, applying the audit standards and effective communications with other governance were 

formed the sub-theme which is “effective internal audit performance” in this phase the researcher 

decided to move this code to another sub-them which is the competency because the data 

acknowledged applying the auditing standards by the internal audit reflects the capability of the 

internal audit in doing the audit service professionally and efficiently and applying the standards effect 

on the internal auditor behaviour and skills. 
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Figure 24: final thematic map. 
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Step 6: Writing report 

The final stage of the thematic analysis process is report the results of the analysis in a coherent, 

interesting and succinct of telling the story of the whole data with adequate evidence from the data set, 

these examples have been used to support the research argument, research objectives and questions 

(Braun & Clarke, 2006). Therefore, the final themes and codes would be described and discussed in 

details in the following sections with vivid quotes from the data. Organise the evidence for each theme 

into a logical and internally consistent manner, keeping the real answer to highlight the significant 

ideas about the themes and codes and clarify the reasons of their significance.       

7.6 Findings of the Qualitative Study  

As explained earlier in figure 24, these thematic analysis stages completed with the determination of 

four main themes and various codes, particular internal audit, audit committee, board of director and 

external audit quality. In this section, the results for the whole data set are described with related to 

each theme, sub-themes and codes in order to present reliable and rigour analysis process of 

qualitative data analysis with providing some evidence form the data incidents. Therefore, the 

qualitative stage of this study could contribute to the existing literature on EAQ and the influence of 

different mechanisms on external EAQ. These codes, sub-themes consistently appeared as main 

factors related governance mechanisms appeared constantly through the data set; provide the diagram 

for the theme.   

7.6.1 The perception of External Auditors Concerning Quality of External Audit Process:  Interview 

Evidence   

The EAQ was determined as a main theme of this study. This theme represents the external auditors 

understanding of the meaning of EAQ and which aspects of audit quality can be influenced by the 

ICGMs (See Figure 25). According to the participants’ perceptions, the quality of the audit service is 

more about the process and procedures of audit service rather than about specific indicators which can 

measure the quality of audit services as some of them stated that: 

“I believe the quality of audit is related to the audit process itself and the procedures of 

audit service rather than specific indicators or checklist.......” (EA 4)  
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“We can improve the quality and reliability of our work through performing an 

effective audit process” (EA 6) 

The above quotations highlight that, the quality of audit is related to the process which can be 

influenced during the interactions with ICGMs. The process of the audit service is related to the 

performance of a series of actions and interactions taken in order to check and review the financial 

reporting process and provide opinion about the reliability of the financial statements and transactions. 

These can be done through performing effective audit processes.       

Further, one of the participants highlighted that the EAQ can be achieved through effective external 

audit producers:  

“We should perform the audit procedures properly and effectively in order to achieve 

the audit objectives successfully as well as we should follow our audit methodology 

and developed plan which build based on auditing standards.....” (EA 7)  

Another auditor emphasis this point as he stated that: 

“We should follow the code of conduct and professional standards in preforming our 

audit service to ensure that we have done a high quality audit service in accordance 

with the best practice.....” (EA 8) 

The above extracts seem to suggest that the audit quality is related to the quality of audit process and 

procedures that should be followed to guarantee the effectiveness of the audit. Then the results would 

be good enough to build the auditor’s opinion as one of the participants suggested:  

“The effectiveness of our work depends on the quality of the audit procedures and 

following the audit methodology....” (EA 9)  

Moreover, the participants highlighted the role of ICGMs on improving the EAQ as one of the 

participants indicated: 
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“The ICGMs ensuring that all of us comply with the rules and professional standards 

that govern the audit service in order to ensure that we are performing our work 

professionally and effectively and we have regular meetings with them.... (EA 7)   

Analysis of the interview data revealed the EAQ process theme has several sub- themes within it 

which are effective and comprehensive planning, audit testing procedures, reporting audit results 

effectively, improving assurance levels, and the quality of evidence, auditor characteristics and 

effective risk assessment procedures. As illustrated in Figure 25. 
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Figure 25: Thematic map of “External Audit Quality” 
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Specifically, the interview findings illustrate that the external auditors perceive effective and 

comprehensive planning involves improving the level of understanding and designing effective audit 

procedures. One of auditors stated that:   

“Before starting our field-work testing we should plan for our activities and we must 

improve the level of understanding about the firm’s operation and internal control 

system through communicating with internal governance mechanisms.....” (EA5) 

This finding was supported by another participant who argues that governance mechanisms influence 

the effectiveness of the audit plan.    

“We should interact with the internal governance mechanisms in order to design 

effective audit procedures because based on this interaction we can develop effective 

audit procedures in terms of resources and time and this in turn influence the scope 

and type of our procedures.....” (EA11) 

The previous quotations highlighted that the scope and nature of audit procedures have been 

influenced by the effectiveness of ICGMs. The qualitative data also developed a connection between 

designing audit procedures in terms of the extent, nature and time and the effectiveness of ICGMs. 

The majority of the participants perceived that the effective ICGMs influenced the effectiveness audit 

procedures in terms of nature, time and extent during the planning process as some of the participants 

indicate that:   

“While we are interacting with internal monitoring mechanisms especially in the 

planning process we can identify the type of the audit procedures that we can use 

based on the ICGMs effectiveness as some of the audit procedures provide more 

assurance than other procedures........” (EA 6) 

“The effectiveness of the internal governance mechanisms influences the timing that 

when we can apply every audit procedure, the extent of the sample and type of 
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procedures as effective mechanisms allows us to perform a comprehensive service with 

focusing on the main risky areas..........”  (EA 2) 

The above quotations suggest that the external auditor have to evaluate the effectiveness monitoring 

mechanisms during the planning process and this evaluation affects the scope of the audit test and the 

type of audit tests as well as the timing for applying these tests. The qualitative data also indicates that 

designing the type of audit procedures and deciding which actions to apply depend on the ICGM. 

They supported their views about the significance of the audit planning stage which can be influenced 

by the ICGM in relation to the audit quality process in Jordan by citing trusted sources of information, 

as one of the respondents mentioned: 

“We should follow the ISA 300 which specifies how to plan effectively to perform high 

quality audit service and according to our planning process we can identify the sample 

size and type of audit procedure.......” (EA 4) 

Further, this point was supported by another respondent who argues that the planning process can be 

done effectively from the ICGMs through help involves understanding the company control 

environment:    

“It is necessary to get comprehensive and enough understanding because the nature 

and the extent of our procedures and processes depend on the level of understating of 

the company’s transaction cycles and the control procedures over these transactions 

cycles, as the audit process requires a professional understanding and needs 

judgments that may vary at the company level and transactions cycle level thus; 

effective mechanisms such as an internal audit help us in understand these 

processes....” (EA 3) 

The above quotation highlighted that the level of understanding guides the external auditor as they 

would know the company control system over the transactions and understand the whole company 

system and this effect on the quality of audit procedures. The majority of Jordanian external auditor 

agreed about the association between planning of the audit and the quality of external audit processes. 
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Effective and comprehensive planning involves improving the level of understanding (internal control 

and operation systems), compliance with international standards on auditing and designing effective 

audit procedures. Some of the Jordanian external auditor stated that:   

“Improving the level of understanding allows us to address and identify the material 

weakness in the internal control system and if there are effective governance 

mechanisms this allows improvement of the level of understanding and identifying the 

weakness and misstatement. So we should evaluate the internal governance 

mechanisms and this step is one of the main steps in our work” - (EA9) 

“We should obtain enough comprehensive understanding of the internal control 

procedures and the company’s’ financial transactions; then based on this 

understanding we can identify the weaknesses and strengths in the control system and 

identify our audit procedures. This can be done through communication with effective 

mechanisms. This allows us to achieve the audit objective effectively.......” (EA 7) 

The above quotations highlight that the audit service improvement in practice requires gaining good 

understanding of the company’s control and operation system. This should be done before performing 

the audit procedures in order to identify the weaknesses and strengths as well as to identify to what 

extent they rely on their work, this is supported by another respondent who stated that:  

“Through communication with effective internal governance bodies we can obtain 

understanding the effectiveness of internal control procedures then build good audit 

plan accordingly.......” (EA 13) 

This finding was supported by another Jordanian external auditor who claims that proper planning 

through designing effective audit procedures, allow for addressing the most important and risky 

transactions.    
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“Designing effective audit procedures help us in reducing wasted time and effort and 

focus more on the most important areas in terms of materiality and in terms of risk, we 

can do that through communicating with effective mechanisms......” (EA 3)  

This is supported by another auditor who stated that:  

“The planning stage is indispensable to allocate enough resources to the audit 

activities, because based on effective planning we can perform a good service and the 

filed work depends on the planning so if the planning is strong and comprehensive the 

audit service will be strong and comprehensive“(EA 11) 

The previous extract emphasised that the planning for an audit service requires that the auditor address  

the most significant transactions and activities of the companies; this is should perform before 

conducting filed work testing, as some of the respondents highlighted that, for example:   

“Effective and strong internal governance helps us to develop comprehensive and good 

planning as well as highlighting the weakness and risky areas”. (EA 9).  

The above extract seems to suggest that if the internal auditors checked the internal control procedures 

based on effective planning, then the quality of work would be good enough to build the audit 

procedures and improve the effectiveness of the external audit service.   

Moreover, the importance of an effective risk assessment process perceived by many Jordanian 

external auditor to have an influence on the quality of audit process, involves discovering material 

weaknesses and misstatements, and focus on more risky areas. The majority of respondents agreed 

about the link between effectiveness of risk assessment and EAQ, as some of the participants 

highlighted that:  

“.....We should perform effective risk assessment processes, in order to address the 

main risky areas, and improve the level of assurance because all of the fieldwork 

testing and other audit procedures depend on effective planning and risk assessment 

processes. Thus, we can do that through interacting with the ICGMs and ask them for 
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guiding and combining our assurance service with their assurance service......” (EA 

12) 

“Risk assessment is important for our work because it is considered one of the audit 

standards’ requirements and it is essential in the audit process. It also allows us to 

perform the audit service in an effective way through providing the necessary 

information about the risky areas” (EA 11) 

The extracts above seem to suggest that the relationship between different governance bodies is a 

complementary relationship. Furthermore, some participants supported their understandings about the 

significance of risk assessment in relation to the audit quality process in Jordan, as ICGMs perform the 

same task. As some of the respondents mentioned: 

“As internal mechanisms have performed the risk assessment and evaluated internal 

control so we can use the internal audit work and evidence to perform additional tests 

and do the risk assessment for our work as well” (EA 12) 

“I think the effectiveness of the risk assessment process is a vital step of the audit 

process which determined the quality of the audit and we can improve the effectiveness 

of risk assessment especially for the company that has effective internal control 

procedures and mechanisms....” 

The above extracts seem to suggest that the evidence and work of the ICGMs are vital to the 

external audit work because the auditors should build their opinion based on the evidence 

about the financial report.    

Moreover, the interview data findings demonstrate that effective audit testing procedures are 

considered one of the sub-themes in respect to EAQ; it involves control procedures implementation, 

“quality control”, a good documentation system, and not provides non-audit service. The majority of 

the auditors argued that the quality of the evidence varies based on the source and the way of 

collecting the evidence and this evidence influences the external audit service. One of the participants 

mentioned: 
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“We use internal evidence and confirmation from the client which has effective 

monitoring mechanisms, so the quality of this type of evidence is better than when the 

company has weak governance, this effects the quality of our opinion” (EA 4) 

The above extracts seem to suggest that external auditors use the internal evidence which is collected 

by governance mechanisms only when the internal mechanisms perform good quality work and they 

are good enough to build the audit procedures and improve the effectiveness of the audit service. One 

of the participants also suggested that they should ensure the implementation of the monitoring 

procedures:  

“We should ensure that the control procedures exisedt and implemented through 

checking some of the transactions” (EA 10). 

Interestingly, one of the auditors commented that: 

“I recommend that one of the main responsibilities for us that we should evaluate the 

internal control system and provide recommendations to improve the effectiveness of 

the control procedures as this is not one of our objectives. As external auditors we 

evaluate the control system to design our procedures only; not to provide opinion or 

recommendations about the effectiveness of the control procedures.........” (EA 8) 

Furthermore, interview findings demonstrate the documentation system should be 

comprehensive, accurate and address all the audit procedures as this can support the auditor’s 

opinion as some of the participants indicated:  

“We should document the whole audit process properly and effectively to use them in  

expressing our opinion and building the report with enough details and references and 

we need to use these as evidence to support our opinion and we can use them to show 

our work procedures to anyone who ask us such as audit committee.....” (EA 8) 
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”It is important to document the whole audit process because it is one of ISA which 

states specifically the requirements of documentation and this supports our opinion” 

(EA 12)  

“We do care about the documentation system as it should be full and comprehensive, 

especially to protect ourselves from any lawsuit in the future as lawsuits have been 

increased against us recently....” (EA 7) 

Analysis of the interview data suggested that the auditor should check the control procedures 

implementation in order to ensure the quality control as noted by some of the participants: 

“We should ensure that the control procedures existed and implemented in order to 

ensure that the client has the control procedures and it applies these procedures 

effectively in every single transaction.....” (EA 2) 

“As auditors we review the organisation’s structure and the monitoring procedure 

over the financial reporting in the client but this is not enough for us, we need to 

ensure the procedures are really applied through checking a sample of the 

transactions..........” (EA 5) 

The above incidents appear to indicate that the external auditors review the process of the control 

procedures through checking samples of the transactions and testing the control procedures over these 

transactions. Then they decide to rely on the internal governance mechanisms work. This can improve 

the quality of control procedures and in turn influence the quality of the external audit. The majority of 

respondents established a relationship between assurance consulting services and the quality of the 

external audit process as providing non-audit service that influence on the quality and reliability of 

audit testing procedures because they perform audit testing and at the same time provide non-audit 

service. Some of the participants stated that:  
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“We should not provide a consulting service for the client because it might influence 

our independence and we would be financially dependent on the client; more 

especially when we provide assurance services” (EA 5) 

 “We should not perform consulting service especially by the same team of the audit 

because we cannot audit our work” (EA 4) 

However, one of the participants suggested that they can provide consulting services to the 

client without effecting on the quality of their work; as he stated:   

“In our company we provide consulting services to our client but we separate between 

the auditing and the consulting teams so in this case we can ensure there is no conflict 

or mutual of interest and there are some services that we cannot perform for example 

prepare tax reports......” (EA 2) 

Interestingly, according to the participants’ experiences and perceptions, the quality of the audit 

process depends on the quality of the evidence. They also highlighted that there are different criteria to 

assess the quality of the evidence which involves the source of the evidence (internal and external) and 

the type of the evidence (either qualitative or quantitative). One of the participants stated that:   

“....while we are gathering evidence, we should ensure that the evidence meets the 

qualitative and quantitative criteria; qualitative which means the appropriateness and 

relevancy but the quantitative is related to the sufficiency of the evidence........”    (EA 

3) 

“Effective internal governance mechanisms can help us in improving the quality of the 

external audit evidence by focusing on collecting evidence from the more risky areas 

and collecting comprehensive evidence.......” (EA2)   

The above quotations highlighted that there are different criteria to assess the quality of the evidence 

and this evidence is influenced by the effectiveness of the internal governance mechanisms; indicating 

the source of the evidence (internal and external) and the type of the evidence (quantitative and 
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qualitative). This suggests a possible link between the quality of evidence and the effectiveness of 

ICGMs. These findings were supported by another participant who argues that effective governance 

mechanisms can help in improving the quality of evidence which is collected by the external auditor as 

some of the participants emphasised that:  

“We can collect relevant and sufficient evidence through helping from the internal 

mechanisms and this is should be clearly stated in the auditor’s report. This in turn 

improves the quality of our work as well as effective governance providing us with 

reliable evidence........” (EA 1) 

Additionally, the data suggest that the quality of the evidence can be achieved through helping from 

effective internal governance mechanisms which can improve the quality of the audit service; this is 

highlighted by a participant who is a board member of the JACPA:   

“We should consider qualitative and quantitative factors in collecting high quality 

evidence. I mean I should collect enough evidence to support my opinion and this 

evidence should be relevant to my opinion about the reliability of the financial 

transactions and the control procedures over these transactions.......” (EA 12) 

This is emphasised by a participant from one of the big four companies:  

 “... if the internal governance mechanisms are effective then we interact and work 

with these mechanisms in evaluating the monitoring system, this allows for improving 

good and comprehensive evaluations of the internal control........” (EA 5) 

Further, based on the participants’ knowledge and views, this study found that appropriateness and 

sufficiency can be achieved through interacting with effective governance mechanisms. It also 

indicated that there are different criteria to identify the sufficiency and appropriateness of the audit 

evidence. The majority of the auditors argued that the quality of the evidence varies based on the 

source and the way of collecting the evidence which is influenced by the effectiveness of the 
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governance mechanisms and this evidence influences the external audit service. One of the 

participants mentioned that: 

“Through our evaluation of the internal governance mechanisms we work with them in 

order to collect comprehensive, reliable and enough evidence that addresses all the 

areas in the company especially risky areas............”   (EA 3)     

Thus, evidence collected for the client that has effective governance mechanisms are better quality 

than when the client has weak governance mechanisms. Moreover, the findings indicate that the 

auditor can achieve effective and a high quality of audit service by using effective audit testing 

procedures which can be done through collecting high quality evidence. In order to perform a high 

quality of audit service the auditor can use the evidence of the internal governance mechanisms; as 

some of them highlighted that: 

“We focus on collecting high quality evidence which are (relevant and comprehensive) 

in order to be able to provide reliable results. Then we can provide high quality of 

audit services. Thus, our opinion represents the real position of the company.........” 

(EA 3) 

The data consistently indicate that the experience and perception of the auditor concerning the quality 

of audit process reflects on the quality of the auditor’s opinion. This is reliant on the quality of the 

audit evidence; thus improving and promoting the quality of audit evidence which reflects on the 

quality of the auditor’s opinion. One of the big four firm’s participants emphasised this:  

  “We should collect reliable and relevant evidence to support our opinion thus we can 

build credible opinion based on this evidence....... (EA 2) 

The importance of the external auditor’s characteristics was indicated by many participants to have an 

effect on the level of the EAQ. The analysis of the interview data determined that this theme involves 

the auditor’s independence, industry specialism, professional care and scepticism, and being from one 

of the big four audit firms. 
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The interview findings illustrate that the external auditors perceive that the internal governance 

mechanisms ensure and monitor the independence of the auditor which can have an influence on the 

quality of the audit service as some of the auditors emphasized on that as some of them highlighted:   

“........based on my experience in the Jordanian context in small local audit firms and 

the big four, the big four provide independent assurance more than local audit firms 

assurance services as during my work in the local firm we used to prepare some 

reports such as the tax report and I believe the lack of independence specifically in 

some small local firms lead to preventing us from performing a reliable assurance 

service...........” (EA 11) 

Further, the significance of the auditor’s independence was highlighted with responses from 

some participants; as some of them stated: 

“We should not have a mutual interest or conflict of interest in order to perform an 

effective audit service……” 

“There is a serious problem which is the lack of independence in most of the 

companies as most of the auditors perform non-audit services such as setting control 

procedures, evaluating internal control effectiveness which influences the quality of 

our work....... (EA 11) 

 The participants highlighted that the quality of the audit process is influenced by the industry 

specialist which may result to a more quality output of the audit. As some auditors highlighted that:  

“The industry specialist is important for us because we should understand the nature 

of the companies’ activities effectively and this allows us to understand the risk that is 

related to these transactions and the nature of these transactions........”  (EA 5) 

“.........We can perform an effective service if we are experienced in the sector of the 

client because each sector has different types of transactions and different nature of 
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the operation and we can get some benefits from the risk assessments and where the 

risky areas in the company.....” (EA 13) 

This suggests that the auditor is a specialist in the client industry thereby allowing them to be able to 

understand the nature of the transaction and ensure the reliability and trustworthiness of the 

transaction. In contrast, one of the participants described another perception of industry specialism 

when he said: 

“It is not important to have knowledge about the industry because the information 

about the sector will be available for us and we should have enough experience and 

knowledge to audit any types of company, we should also follow the steps and 

procedures which are the same regardless of the sector but we need to understand 

some transactions that are related to the specific sector…” (EA 6) 

The above extract suggests that auditors should be able to audit any company regardless of the sector 

because they should apply the same auditing standards and due professional care.  

“We should be competent and perform professional skeptical in order to perform a 

professional audit service and being more skeptical when we are doubt about specific 

activities; this will improve the efficiency of the audit service”. (EA 4) 

This is supported by another participant who stated that:  

“We should be questioning the clients’ financial reporting process results and 

considering the control environments in the company which might be the source of the 

financial statements being substantially misstated........” 

“If we are industry specialist of the client’s sector this allows us to make comparisons 

between different companies, understanding the nature of the transactions and being 

able to understand the operation process and inherent risks, especially if it is difficult 

to find data about different sectors is important.........” (EA 2) 
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The majority of interviewees acknowledged that in the Jordanian context, the type of the company has 

an effect on the quality of the audit service. This finding was supported by another participant who 

claims that the quality of the big four firms is better than the quality of the small local firm:    

“I have worked in a small local audit firm and one of the big four in Jordan; I have 

found a vast difference in the quality of experience between these two companies. As 

well the  big four firms provide only audit services instead of providing some 

accounting recording service, like small local companies do which can influence the 

quality of the audit work…..”(EA 7) 

“In Jordan almost all the big public companies and banks have been audited by big 

four companies because they believe that the big four are more independent and they 

have better experience and quality of work” (EA 12) 

 “I have worked in a small local firm, we used to give the client the opinion that they 

ask for and we used to prepare some of documents for tax or financial reports.......” 

(EA 5)   

Thus, the big four audit firms are performing a better service than the local firm, thus, the big four 

auditor performs an effective service in Jordanian context because they have foreign partners. One 

possible explanation is that the big four in the Jordanian context are more trustworthy and provide a 

more reliable service. 

Moreover, the interview findings illustrate that the external auditors perceive that improving the level 

of assurance as a sub-theme of high external audit quality. It involves improving the level of 

disclosure, reducing audit risk and following auditing standards. The majority of the interviewees 

expressed their views about the importance of governance mechanisms in improving the level of 

assurance which is provided by the external auditor as some of them stated that:   
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“.....effective governance mechanisms help us to reduce the sample of our work and 

make the sample representative of the population; thus our sample strategy, and 

sample risk are influenced by ICGMs.....” (EA 4) 

“Basically we aim to provide a high level of assurance about the financial reporting 

process and it can be increased through cooperating with internal governance bodies; 

especially with the internal governance mechanisms that are effective and provide a 

monitoring role in an effective way and thus improve the control over the financial 

reporting process.....”(EA 2) 

“....because we can increase the level of assurance through cooperating with internal 

governance bodies, especially where these bodies are effective and strong in terms of 

providing monitoring and assuring service....” (EA 7) 

In addition, the significance of the compliance with international standards on auditing was 

highlighted, with responses from some participants as one of the main elements for improving the level 

of assurance. The analysis of the interview data demonstrated that it involves some elements such as 

ensuring best practice and ensuring that the financial reporting is prepared in accordance with IFRS, as 

some of the participants identified that:   

“We should follow the auditing standards in performing every single procedure in the 

audit process because these standards control and guide the audit service to be 

implemented in the best practice way with high quality as well as we develop our 

methodology and plans based on these standards.....” (EA 9) 

Further, most of the respondents indicated that: 

“We should develop our planning and perform our tests based on the auditing 

standard. Thus we should follow the standards in every single audit step and 

procedure........” (EA 3)  
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“Well, I think by following auditing standards we can perform best practice because 

they are high criteria anyway and they are mandatory to apply” (EA 9) 

“We can improve the level of assurance by reducing the audit risk and discovering the 

material misstatements for example in terms of sampling risk; especially for a 

company which has effective internal governance mechanisms. Then we can combine 

the assurance of our work and the internal governance assurance to improve the level 

of assurance” (EA 10).  

The above quotations indicate that combining the assurance between different mechanisms allows 

coordination of the efforts, and reduce the duplications, through relying on the work of ICGMs. 

Integrating and aligning the assurance mechanisms process could lead to producing a high quality 

monitoring process and the quality of audit process can be improved. 

Moreover, some participants reinforced their arguments with rational inferences as they highlighted the 

“combined assurance” concept:  

“..........in our work we have a practical term which is called combined assurance, 

related to combining the assurance from different monitoring bodies. In order to 

improve the level of assurance and reduce the risk we communicate with the internal 

governance to perform an effective audit service.....”    (EA 11) 

Further, this is supported by another auditor who described that the audit risk can be decreased by 

interacting and communicating with ICGMs as one of the participants stated that:  

“We need to select a suitable sampling strategy in order to get samples of the 

transactions, which represent the whole population, but if the ICGMs are effective this 

helps us to reduce the sample size and make it comprehensive instead of focusing on 

specific areas as we have limited audit hours and resources and we cannot check all 

the transactions................” (EA 13) 
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Interview findings demonstrate reporting audit results effectively embodied different codes such as 

evaluating and communicating audit evidence, reporting any material weakness and misstatement. 

According to the respondents’ knowledge and perceptions, the quality of the audit process is 

influenced by the level of disclosure and improves the overall financial reporting quality as indicated 

by one of the auditor:  

“As one of the main aims of our work is to provide the shareholders with full 

information and disclosure about the company transactions, so we should ensure that 

the financial reports disclose the material financial transactions and they are free from 

material misstatements with supporting our opinion with evidence ........” (EA 12) 

The majority of participants agreed on the link between reducing the audit risk through interacting 

with ICGM and the quality of the external audit process. As one of the participants mentioned: 

“Effective internal monitoring mechanisms lead to reducing the risk of our work in 

terms of material misstatement risk, control risk, detection risk and our sampling 

would be representative of the real position of the company. Thus, we check the 

effectiveness of internal governance mechanisms...”  (EA 7) 

This is supported by another respondent who emphasised that:  

“We cannot address all the transactions and accounts thus; we need to take a sample 

which can represent the population and in order to get the right sample to provide a 

reliable opinion we need to test the effectiveness of internal monitoring 

systems.............” (EA 3) 

These elements reflect the EAQ in terms of effective planning procedures, audit testing procedures, 

reporting audit results effectively, improving assurance levels, and the quality of evidence, auditor 

characteristics and effective risk assessment procedures 
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7.6.2 Boards of Directors’ Responsibilities and Audit Quality: Interview Evidence 

This section highlighted and explained the perceptions of the Jordanian external auditor concerning 

how the board of director can influence the quality of external audit process- in what ways and what 

are the board of director mechanisms. Boards of directors was acknowledged as one of the main theme 

through the data set which specifies external auditor understanding and experience concerning to 

different mechanisms of internal governance which could enhance the quality of audit process (See 

Figure 26). Analysis of the evidence from the interview has shown the board of director theme has two 

sub-themes (responsibilities boards of directors and boards of directors-external auditor 

communication) which are constantly appeared as main elements associated to boards of directors in 

the data set. 
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Figure 26: Thematic map of ‘board of director’ 
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Interview data findings demonstrate boards of directors has two main monitoring role regarding the 

overall governance system and audit process which are boards of directors responsibilities and boards of 

directors-external auditor communications as can be seen in figure (7.3), this sub-theme was emphasized 

from the participants’’ point view concerning board of director responsibilities concerning their role in 

improving the EAQ, boards of directors responsibilities involves different codes such as approve and 

submit financial report to the shareholders, ensure audit client relationship is sufficient independence 

selecting and monitoring audit committee, recommending the selection and compensation of the auditor, 

better disclosure practice and ensure effective monitoring system, as one of the respondents emphasis on 

the importance of the role of the boards of directors in the monitoring system as he stated:  

“I would say the board of director play key monitoring role over the financial 

reporting system; this allows us to improve the reliability and accuracy of the financial 

information and the confidence about the process of producing the financial 

report........” (EA 2)   

Some respondents indicated that the board of directors are performing monitoring activities over 

financial reporting and audit process to ensure quality of the financial reporting and auditor report. 

“I believe that the board of director can help us in improving the quality of our work, 

through direct interactions and communications with them, as well as through some of 

the board responsibilities in terms of monitoring role and ensuring the full disclosure 

of the company transactions....” (EA 4) 

Moreover, the significance of the role of board of director in terms of ensuring effective monitoring 

system perceived by many respondents to have an influence on the quality of audit process. The 

majority of respondents agreed about the link between the role of the board of director in terms of 

ensuring effective monitoring system and external audit quality, as some of the participants 

highlighted that:  

“The board of director ensure the effective monitoring role over the financial reporting 

system through monitoring the quarter, semi-annual and annual report which allow 

improving the monitoring process over the financial reporting throughout the year and 



 
229 

if we have any questions or concerns about all these reports we can communicate with 

them to improve the quality of our work and opinion........” (EA 11) 

The analysis of the transcribe has shown the board of directors discuss the critical financial and control 

issues and they discuss the audit findings with the audit committee and external auditor as some of the 

participants called this “draft of discussion” but other called it “management letter”.  

 “....discussing the audit results with the board of director allow us to improve the 

disclosure and correct some of the misstatement as well as improve the control 

weaknesses before issuing our report and provide more disclosure by the board of 

director about some transactions .......” (EA 12) 

“.....we need to interact and cooperate with the internal governance bodies such as 

board of director in order to perform effective audit service in terms of cost, time and 

resources.....” (EA 10) 

This allows improving the quality of financial report, level of disclosure and transparency so we can 

improve the quality of audit report that issued to the company, as one of the auditors emphasised that:  

“.... There are certain issues and concerns we should communicate directly to the board 

of director for example if we have any concerns about our relationship with audit 

committee or board meeting records and decisions..........” 

The evidence from the interview also suggested boards of director’s responsibility in terms of 

submitting financial report to the shareholders as indicated by one of the participants:  

“The board of director should review, approve and submit the financial report and 

auditor report which allow improving the quality of financial reports, level of 

disclosure and transparency through reviewing and checking these reports, so we can 

improve the quality of auditor report that issued to the company............” (EA 5) 

“I believe the board of director play vital role in preparing, submitting and 

communicating the financial report and review auditor findings then submit these 
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reports and findings to the shareholders on time and allow them to take the right 

decision in the right time and this is our aim as well..........”(EA 7) 

The above extract seems to suggest that submitting the financial report and auditor report to the 

shareholders helps the auditors to deliver their results and opinion in timely manner and accurately to 

enable the shareholders to make the right decisions and this is one of the main aims of the auditor, this 

allows the external auditor to achieve the audit aim effectively. Another participant suggested that the 

board of director should send the audited financial statement to the shareholders and answer any 

questions or concerns form the participants. 

“We and the board of director should attend the general assembly meeting and publish 

the audited financial statement and answer any questions or concerns form the 

shareholders” 

“We held regular meeting with the board of director and during the meeting we 

discuss our work, concern, evidence and results with them and then we should attend 

the general assembly meeting in order to present the financial report and auditor report 

then answer any questions from the shareholders......” (EA 7) 

The interview findings indicated that the role of the board of director in terms of ensuring effective 

communication between the internal and external governance also have an influence on EAQ process, 

as one of the respondents indicate that:   

 “I believe the board of director play central role in monitoring the work of other 

governance bodies and the communications between these bodies such as internal 

auditor, external auditor and audit committee which allow improving the quality of 

financial reporting process.......” (EA 6) 

Further, the significance of the effective communication with other governance bodies was highlighted 

with responses from some participants; as some of them perceived:  
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“We should discuss and notify the appropriate level of client management (board or 

audit committee) critical financial issues and any audit matters or concerns and work 

with them in resolving these issues.....” (EA 3) 

Further, the significance of ensuring better disclosure practice highlighted with responses from some 

participants as one of the main elements of the board responsibilities. The analysis of the interview 

data demonstrate that it is important role of the board to set the disclosure policy and ensure the full 

disclosure and transparency, as one of the participants identified that: 

“.......Our discussion with the board of director in conducting the audit allows us 

identifying and rectifying the main problems in the financial reporting system and 

weakness in the internal control procedures as well as correct some misstatements 

before issuing our report......” (EA 8)  

“In case I find any decisions for the boards or future plan after we check the board 

meeting records and there is no enough disclosure about them for the shareholders so 

we ask the board for more disclosure and we discuss the board meeting records with 

the board......”       

“We do ask the board of director for more disclosure about some of the transactions 

especially for those need more disclosure and in most cases they respond to our 

requirements.....” (EA 9)       

The above quotations suggest that the discussion and communications between the external auditor 

and board of director can improve the disclosure and transparency of the board actions and decisions.  

This leads to improve the level of disclosure about some aspects of their decisions and activities.  

Moreover, the interview data findings demonstrate that selecting and monitoring audit committee and 

external auditor was indicated by many participants to have an effect on the quality of audit process,  
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“We contact directly the board of director to discuss with them our evaluation of the 

audit committee members to ensure the audit committee perform their work properly 

and effectively”   (EA 5) 

“We should meet the board of director and shareholders during the general assembly 

meeting and based on that meeting the board recommending the selection and 

compensation of the auditor and in the Jordan context they influence on the selection 

of the auditor.....” (EA 8) 

Furthermore, boards of directors-external auditor communication; draft of discussion, discuss the audit 

matter (i.e. scope limitations), discuss material misstatement and weakness “feedback and corrective 

action”, draft of discussion, attending general assembly meeting with the auditor, apply auditor 

recommendation and discuss boards of directors’ meeting records and decisions. The importance of 

the Boards of directors’ role in terms of applying the auditor recommendations noted by many 

participants to have an effect on the boards of directors’ communication with the external auditor and 

thus influence the level of EAQ.   An auditor in one of the big four audit firms emphasised this:       

“........ board of directors play vital role in respect the audit process, because the board 

of directors can improve the applications of our recommendations and apply the 

control procedures on these points......” (EA 6) 

The above extract seems to suggest that applying the auditor recommendations should be as follow up 

actions to the auditor findings which allow the auditor to enhance the quality of the financial reporting 

and control procedures accordingly based on the auditor results by applying the auditor 

recommendations, as one of the participants also stated that: 

“…….The board of director helps us through implementing the corrective actions 

based on the draft of discussion which issued by us......” (EA 11) 

The previous incident highlights that the board of director can apply the auditor recommendations then 

they can get actual results and improvements based on the auditor findings. Further, the significance of 

the role of the board of directors in discussing the audit matter was highlighted with responses from 
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some participants. The analysis of the interview data demonstrate that discuss the audit matter (i.e. 

scope limitations).   

“We discuss the auditing and accounting issues by holding regular meeting with the 

audit committee, this lead to perform effective service and improve the truthfulness of 

our opinion because we always find reference as internal mentoring body to discuss 

with them our concerns and try to solve any issues during the audit process and 

improve any weakness before issuing the report....”    (EA 3)  

“Our discussion with board of director mainly in order to avoid any scope limitations 

or if there is any internal body reject giving us any information required” (EA 13) 

The above incident highlights that the discussion of the board of director mainly to avoid any scope 

restrictions in order to perform comprehensive and high quality audit service. According to the 

qualitative data analysis highlighted that one of the main role of the board of director should assess the 

performance of the external and internal auditors as monitoring and evaluating role as the board of 

director responsible to monitor and evaluate the performance of other governance bodies. Further, 

another auditor indicated that: 

“When we find any material misstatement and weakness we should discuss with the 

audit committee the solution of some of these problems and some companies don’t 

have audit committee so we discuss with the board of director and get feedback from 

them........”  

They supported their views about the board of director role in relation to the audit quality process in 

Jordan by citing trusted sources of information, as one of the respondents mentioned that: 

“We should follow the ISA and there are specific standards for example (ISA 265) 

guides us how to communicate to a proper level of controlling bodies the material 

weakness in the control system and how to assess internal control effectiveness, in 

some cases we need to contact the appropriate level of control immediately without 

waiting till we finish our work...” 
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The participant highlighted the significance of the work performance of the board in 

improving their service as one of the auditors highlighted that: 

“We care about the experience of the board of director but the main factor is they are 

performing their work properly and if the board of directors are cooperative in 

responding to our requirements and inquires......”(EA 8)    

 

Another auditor argued that the boards of director’s role in terms of ensuring the independent are 

necessary factor that influence external auditor’s reliance and audit service. One of the participants 

mentioned: 

“The board of director is responsible to ensure the independent of our work by 

controlling our communications with audit committee and other internal governance 

bodies............” (EA 12) 

“The effective board of director ensure that there is no existence of conflict or mutual 

interest between different bodies inside and outside the company then we provide and 

perform independent opinion and service.....” (EA 2) 

“We provide our recommendations based on the audit results to the board of director 

and audit committee then they to apply our recommendations” “apply auditor 

recommendation and this is improve the our results and recommendations” (EA 11) 

It can be concluded that according to the interview data the participants suggested that effective 

communications and discussions with board allow them to perform effective audit service.  

7.6.3 Audit Committees Work Performance and Audit Quality: Interview Evidence  

The data showed constantly that audit committees as one of the main theme through the different 

interviews data, which indicates the respondents’ knowledge and experiences concerning to various 

mechanisms of internal governance which could have influence on the quality of audit process, it has 

different sub-themes and codes regarding to this theme and they were presented in this section to 

comprehend and explain the effect of audit committees on the quality of audit process. Analysis of the 
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interviews data revealed the audit committees theme has two main sub-theme (responsibilities audit 

committees and audit committees -external auditor communication), reported below as can be seen in 

figure 27, data about audit committee’s patterns is divided into two main sub-themes and various 

codes,  

Figure 27: Thematic map of audit committee’s 
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Interview data findings demonstrate audit committee plays vital monitoring role over the overall 

governance system and  audit process, audit committee- external auditor communication was 

identified as main element in relation to audit committee as governance mechanisms, audit committee- 

external auditor communication was highlighted from the respondent perceptions concerning how 

audit committee can influence the quality of audit process, it involves providing clarifications and 

confirmations, evaluate external audit performance, draft of discussion and prepare audit requirements, 

request the auditor to conduct more tests, holding regular meeting and take necessary actions, these 

roles of audit committee in terms of communication between the external auditor and audit committee 

as main roles that can influence the quality of external audit process, based on the respondents 

perceptions. An overwhelming majority of the interviewees expressed that evaluate external audit 

performance and provide feedback is one of the main roles of the audit committee which can improve 

the quality of the audit process. The evidence from the interviews suggested that the audit committee 

paly vital role in the external audit service through evaluating the external audit work and providing 

auditor with the feedback, for example some of the respondents indicated that  

“During the meeting with the audit committee some of it’s members asked us for more 

details and further tests concerning specific findings and we perform additional test 

based on their requests...........” (EA 11) 

“We start our meeting through discussing particular issues and concerns with the 

audit committee......” 

“We have been asked in different point by some audit committee to perform additional 

tests in order to provide more assurance especially when they have concerns about 

specific transactions or they have questions about our results  ....”  (EA 4)   

The majority of the participants confirmed that the committees’ responsibilities are important for 

external auditor in terms of asking them to take a large sample size or amending the level of 

materiality. As indicated by one of the participants:   
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“When the audit committee has some concerns about some issues that related to the 

financial reporting process of the level of control that they highlighted and asked us to 

focus more during our audit work and provide more details and sometimes collect 

more evidence...........” (EA3) 

The above quotations recommend that the audit committee can ask the external auditor after 

evaluating the audit results and performance for more details for example they can ask the auditor to 

conduct additional tests as mentioned by the majority of respondent. The interview findings indicated 

that providing clarifications and confirmations also have an impact on EAQ process, as the 

respondents described that during the work of the audit service it is important to interact regularly with 

the audit committee as some of the participants stated that:   

“We should have regular meeting and communication with the audit committee in 

order to discuss with them the initial results and we can ask them for some 

confirmations and explanations especially about some of our concerns either during 

audit process or at the end of our work, this discussion help us in improving the 

communications of the audit results and evidence.......” (EA 13) 

“We contact the audit committee asking for confirmations, clarifications and update 

information and more disclosure about some transactions based on these 

communications we can carry on performing effective audit......” (EA 6) 

 “We contact the audit committee to prepare clarifications, confirmations and 

explanations about some transactions allow us to improve the level of disclosure about 

the transparency and disclosure about some transactions......”  (EA 4).  

 “We discuss the quality of the internal audit and to what extent we can rely on the 

work of internal audit with audit committee during the regular meeting and we keep 

updating them with our results ....”  (EA 11) 
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The previous quotations indicate the audit committee can improve the quality of external auditor in 

terms of the disclosure level through the clarifications and provide better disclosure. The participants 

highlighted the importance of the discussion with the audit committee to offer good service, as some 

of them stated:  

“We discuss the effectiveness of the control procedures with the audit committee in 

order to highlight the weakness and threat in the internal control system..........” (EA 9) 

“We communicate our interactions and relationships with different bodies in the client 

to the audit committee and what are the results that we have got in order to provide 

reliable opinion...” (EA 4) 

Interestingly, one of the auditors suggested that the audit committee can evaluate their 

performance but without any interfere in their work: 

“We held regular meeting with the audit committee but we don’t allow them to tell us 

what we should do and what we shouldn’t do, but we discuss with them any limitations 

in our scope of work and unavailable information................” (EA 7) 

“We discuss with the audit committee members the initial results in order to get 

explanations and confirmations from them about the results and to do more tests based 

on the discussion....... ” (EA 2) 

The above incident highlight that the discussion with audit committee mainly to avoid and eliminate 

any scope restrictions in order to perform comprehensive and high quality audit service. The auditor 

establish some connections regarding the extent which communication between the audit committee 

and auditor can influence the quality of audit process, as some of the participants highlighted that:  

“The audit committee play a vital role in discussing our approach and findings; this 

allows us to discuss with them any results on time to make corrective actions and 

improve the level of control.........” (EA 5) 
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“Audit committee in some cases highlights some areas and issues that we haven’t 

checked or highlighted them.....” 

The importance of the draft of discussion indicated by many participants to have an influence on the 

level of EAQ process, as the auditor should issue an initial report about the audit results and  evidence 

before issuing the final report as well update them with any important information and result as 

indicated by many participates:   

 “Discussing some of the audit results and evidence with the audit committee allow us 

to improve the reliability of the financial reports as well as the monitoring role over the 

financial transactions, this lead to take some corrective actions for example more 

disclosure before issuing the final auditor report.......” (EA 7) 

This finding was supported by another participant who claims that draft of discussion is important 

before issuing the final report in correcting any problem or errors before issuing the final report:    

This is supported by two respondents who described the importance of the draft of discussion in 

communicating and discussing their findings and get feedback from the audit committee as they 

indicated:  

“We submit the draft of discussion to the board of director or audit committee to get 

their perceptions about the results and we work with them on follow up action to 

improve the quality of financial reporting disclosure before issuing our final 

report.........” (EA 12) 

“Internal audit help us more in the fieldwork and planning stage but the audit 

committee and board in the planning and discussion of the audit findings...” (EA 7) 

Moreover, the interview data findings demonstrate that the external auditor perceive that preparing 

audit requirements by the audit committee as significant factor that can influence the quality of audit 

process as noted by some of the participants:  
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“Before starting our course work we ask the audit committee in the initial meeting to 

prepare and provide us with the audit requirements for example we ask them for some 

documents related to the company sector, details about the assets and liabilities, board 

and audit committee meeting records, contingent liability, tax details and company 

accounting policy.......” (EA 2) 

 “One of the main things that we ask the audit committee to do is preparing audit 

requirements as well as they guarantee that we comply with the audit standards and 

regulations in checking these documents......... “  (EA 11) 

In addition, the auditor perceived the importance of audit committee in getting understanding about 

the client control environment as some of the respondents suggest that audit committee can help them 

in improving the level of understanding of the client operation and control process, as one of the 

auditors identified that: 

“We can get comprehensive and effective understanding about the internal control 

environment and operation system through helping from the internal governance 

mechanisms especially from the audit committee, this allows us to use the limited time 

and resources effectively through the planning process...........” (EA 5) 

The importance of the role of audit committee in terms of taking necessary corrective actions was 

indicated by many participants to have an influence on the level of EAQ.  The analysis of the 

interview data determines that taking follow up and corrective actions are important for improving 

EAQ as some auditors highlighted this:  

“During conducting the audit service we should communicate the audit committee 

regularly in order to perform our service effectively and we consider the audit 

committee as a reference body when we need any help or more information about 

some transactions or to correct any misstatement as well as to improve the weakness of 

the internal control before issuing the final report... ” (EA 7) 
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Interestingly, one of the auditor indicate that not all the audit committee are active in taking 

corrective actions and the auditor should ensure that the audit committee has taken corrective 

transactions according to the internal and external audit results, 

“...... the audit committee should take follow up actions for the internal audit report and 

results, however in most of the Jordanian companies that we have audited there is no 

practical steps that have been taken by the audit committee or board of director in 

order to improve any weakness, thus, we recommend to the Jordanian regulators to set 

strict instructions and guidelines regarding the follow up actions for the internal and 

external auditors’ findings.. “(EA 9) 

“.......taking corrective actions by the audit committee help us in improving the quality 

of financial reporting system and control procedures before issuing the auditor report; 

we should ensure the applications of the follow up actions in the reality....” (EA 7) 

It can be concluded that the majority of the Jordanian external auditor perceived that the audit 

committee have an influence on their work and they have been responding to their requirements and 

communications.  

The interview findings indicated that “audit committees work performance and responsibilities” also 

have an impact on EAQ process, the auditor perceived the audit committees work performance and 

responsibilities involve enhance communication between external and internal auditor, monitor and 

review financial reporting process, effective communication with other monitoring bodies, approves 

audit fees and non- audit service as well as report the effectiveness of the internal control system. The 

interview data findings demonstrate that the external auditor perceive that the role of audit committees 

in terms of monitoring and reviewing financial reporting process as significant factor that can 

influence the quality of audit process as noted by some of the participants:  

“We should check and review the reliability of the financial reporting process and this 

is the same role of the audit committee so we can get some guidance and help from the 

audit committee about our results.................” (EA 4) 
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This response clearly demonstrates that the audit committee play vital role in responding to the 

external auditor inquires in relation to the monitoring the financial reporting as auditor stated that: 

“The audit committee focuses on monitoring the financial management and reporting 

process of the company and if we have any concerns related to these main areas we 

communicate with audit committee.............” (EA 2) 

The interview findings indicated that the role of audit committee in terms of improving 

communication between external and internal auditor also have an impact on external EAQ process, as 

the respondents described that during the work of the audit service it is important to interact regularly 

with the audit committee to facilitate our communication with internal audit, as one of the participant 

stated that:   

“We can ask the audit committees to allow us to contact the internal audit freely and 

frankly as well as sometimes improve the quality of communication and disclosure of 

this communication between us and internal auditor through arranging regular meeting 

and allowing the internal auditor to provide us with notifications and guidance during 

our work...........” (EA 13) 

The participants highlighted that the quality of audit process is influenced by the effective 

communication between the auditor and audit committee, an auditor highlights this: 

“Audit committee can enhance the disclosure of the communication between the 

internal governance bodies and us as we interact with internal governance bodies and 

communicate the results of this interaction to the audit committee in order to take 

follow up actions....” (EA 11) 

The above quotations highlighted that these respondents improve the communication between internal 

and external auditor. Hence, it may be concluded that the most of these respondents have agreed about 

the significance of the internal audit in performing effective external audit service as some of the 

participants highlighted that:  
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“The audit committee held regular meeting with us with presence of internal auditor 

and ask the internal auditor to respond to the external auditor requirements....” (EA 4) 

“Improve communication between external auditor and internal auditor as well as with 

other governance bodies in order to improve the assurance and coordinate the work 

between us and other governance bodies............” (EA 13) 

Moreover, the main role of the interview data findings demonstrate that the role of audit committee in 

terms of reviewing financial reporting and monitoring system as one of the main factors that could 

improve the quality of audit process. One of the respondents indicated: 

“We use the work and evidence of the audit committee as the main monitoring bodies 

inside the company over the financial transactions and we discuss with them any 

weakness in the financial monitoring system” (EA 5) 

“One of the main objectives for our work is to ensure the monitoring system in the 

company is existed and implemented to prevent or detect any fraud and the audit 

committee help us in achieving this objective through providing us with 

documentations that confirmation that the internal bodies are applying these 

procedures through providing us some evidence and help us to test sample of theses 

control procedures  ....” (EA 11) 

Other auditors argued that the role of audit committee in terms of approving audit fees and non- audit 

service is one of the main factors that could improve the quality of audit process. One of the 

participants mentioned: 

“One of the main roles for audit committee is to approve audit fees and non- audit 

service and they should ensure that there is no mutual of interest between us and any 

internal governance bodies.....” (EA 6) 

“We should get the approval from the audit committee for non-audit service and audit 

fees................” (EA 4) 
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Furthermore, one of the participants highlighted the importance of the effectiveness of the 

communication between them would enhance the EAQ: 

“If we are specialist in the industry of the client so we can talk the same language of 

the audit committee and board of director members because most of the members are 

from the same background of the sector, I mean if we audited pharmaceutical industry 

we should have knowledge about this industry as most of the audit committee or board 

of director are from the medical background....” (EA 10)  

Furthermore, the interview data findings demonstrate that reporting the effectiveness of the internal 

control system is considered one of the main roles of audit committee which has impact on EAQ; it 

involves evaluating control procedures implementations “quality control”, as one of the participants 

mentioned: 

“One of the main roles which clearly stated our report that we evaluate and report does 

the company has effective internal control system and the audit committee review this 

control system and report any weakness which allow us to focus more on these 

weakness...........” (EA12) 

The above extracts seem to suggest that the external auditor and audit committee work together to 

improve any weakness in the control system, they should ensure the implementation of the monitoring 

procedures.  

The above quotations support the codes; themes and subtheme from evidence extracts form the 

interview data in order describe the role of audit committee in improving the quality of external audit 

process.  
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7.6.4 Internal Audit Factors and Audit Quality: Interview Evidence  

Internal audit factors was recognised as one of the main theme through the different interviews which 

indicates the external auditors’ knowledge and experience concerning the various mechanisms of 

internal audit which help improving the quality of the audit process (See Figure 28). The analysis of 

the interviews data reveals three main sub-themes (internal audit independence, internal audit 

performance and internal audit competency). Consistently, these factors appear as main elements 

associated to internal audit function in the data set; hence, this section highlights the sub-themes in 

detail. 
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Figure 28: Thematic map of ‘internal audit factors’ 
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Specifically, the interview data findings reveal internal audit performance embodies different codes 

which can influence the EAQ like, effective communication with other governance bodies, sufficiency 

of internal audit work, checking other control procedures, applying auditing standard and good 

documentation system. Internal audit performance was indicated by many participants to have an 

effect on some aspects of EAQ. Some respondents emphasized that they are performing some of the 

activities and duties which are similar to the activities of the internal auditor as internal auditor and 

external auditor require maintaining high quality of work in terms of risk assessment, planning and 

collecting evidence. An auditor in one of the firms emphasised this:   

“...Since the internal audit help us in the risk assessment process through highlighting 

the main weakness and risky areas in the internal control system this allows us to 

provide good quality and reliable audit report as one of the main responsibilities for us 

and clearly stated in our report is to evaluate the effectiveness of the internal control 

procedures and what are the risky areas.......” (EA 7) 

“We should check does the internal audit perform the audit activities based on the 

professional standards...”  

The previous incidents indicate that how the Jordanian external auditors use the evidence and 

the findings of the internal audit in terms of risk assessment process while maintaining 

professional standards in doing their job. Thus, the external auditors can improve the 

effectiveness of the risk assessment and allow the external auditor to focus the audit 

procedures on most risky areas through highlighting them. They supported their perceptions 

about the internal audit function in relation to risk assessment process in Jordan by citing 

trusted sources of information, a respondent in an audit firm confirmed this when he said: 

“We should follow the ISA and there are specific standards which are related to risk 

assessment for example ISAs 315 which guides us how to use the risk assessment and 

evaluation which was performed by the internal audit.....” (EA 1) 
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These quotations indicate that the Jordanian external auditor can use internal audit evaluations and 

results in order to design effective procedures and perform additional tests based on the results of the 

internal audit evidence which reflects on the quality of audit process. Interestingly, one of the auditor 

emphasised on the importance of performing the internal audit work in accordance with the audit 

standards as some of the participants highlighted the need for professional body for the internal auditor 

as one of the auditors mentioned that: 

“I believe that the internal audit need to be more professional in conducting their work 

in terms of collecting evidence, performing test and planning and risk assessment and 

these activities should be based on professional standards thus the internal audit should 

be connected with professional body which is not exist in Jordan, some of the internal 

auditors in Jordan have professional certificate and ties with institute of internal audit 

but we do need professional body for the Jordanian internal auditor like what we have 

for external audit......” (EA 3) 

The above extracts seem to suggest that the external auditors checked the internal audit professionalism 

then they decide to rely on internal governance evidence and ensure they would be good enough to 

build the audit procedures 

Although the auditing standards allow the auditor to use the evidence which collected by the ICGMs 

and the ICGM are important in collecting high quality audit evidence but some of the auditor said that 

they don’t use the evidence which collected by the weak governance mechanisms and the length time 

required to fill documents, some auditors rely on their intuitive judgement and work as some of the 

auditors stated that:  

 “I don’t use the evidence which collected by the internal auditors because there are 

various documents that I should fill and there are different procedures that I should 

apply, thus, I prefer to collect evidence by myself instead of using the internal audit 

evidence and filling these documents.....” (EA4)  
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“If we rely on the work of the internal audit, we should fill some forms and documents 

to comply with Jordanian regulations and audit standards, so I prefer to do the work by 

myself instead of filling these documents....” (EA 7) 

 “............... If I rely on internal audit evidence I need to check and report how the 

internal audit collected the evidence, the sample strategy and the qualifications of the 

internal audit then I can decide to what extent that I can rely on the work of internal 

audit....” (EA 12)  

The previous quotations indicated although there are auditing standards allow the external auditor to 

use the internal audit work and some of the auditors decide not to rely on the IA work and not follow 

the standards. One possible explanation why some auditors they don’t follow the auditing standards in 

terms of reliance on internal audit work as they emphasise on that there are complicated procedures 

that they have to do it in order to rely on internal audit work, thus, they would spend the same time and 

efforts in collecting the evidence. The above extracts seems to suggest that some auditor based on their 

personal judgments they don’t prefer to rely on the work of internal audit even though the standards 

allow them to do that.  

Furthermore, the significance of the internal audit competency was highlighted with responses from 

the majority of the participants. The analysis of the interview data demonstrate that internal audit 

competency involves some codes such as sufficient knowledge and experience of audit process, 

connection with professional body, established policy for hiring and training, define what skills are 

required availability of resources. They described the competency criteria that they follow to decide to 

rely on the work of internal audit or not; as some of them perceived:  

It is interesting to point out that some of the participants highlighted the importance of the education 

level in terms of their academic level and knowledge in the quality of the audit work as one of the 

auditor stated that:  

“The internal audit education should be business related and some of internal auditors 

should have knowledge related to managerial accounting as well as information 
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technology in order to be able to audit the management’s actions and the information 

technology department which is one of the main departments in the company these 

days...”   (EA 7) 

“We should evaluate internal audit competency in terms of the education level, hiring 

and training policy that we can ensure the internal audit has qualified people to apply 

effective audit....” (EA 9) 

Another auditor argued that the internal auditor resources and professional level are necessary factor 

that influence the external auditor’s reliance and audit service as the auditor mentioned:  

 “..........If the internal audit department is connected with professional bodies, this 

would allow them to apply the audit standards and implement professional 

performance, thus we can trust their work and use their evidence and findings to build 

our procedures and perform additional tests” (EA2) 

Moreover, the interview data findings demonstrate that the external auditor perceive that the 

availability of the resources to the internal audit as significant factor that can influence the quality of 

audit process as noted by some of the participants:  

“We check the availability of the resources of internal audit in relation to the client 

size then we can decide to rely on their work as they have enough resources to perform 

the audit service and we can rely on their work to conduct more tests......”. (EA7) 

The above extract seems to suggest that that the internal audit is capable of being used or the extent to 

which resources are available to meet the internal audit objectives effectively. Another participant 

suggested that the internal audit should achieve its objectives effectively. 

”We should ensure that the internal auditors achieve what they supposed to achieve 

according to their charter and they address and check the control procedures over the 

financial transactions and most of the Jordanian public companies have internal audit 

charter that we can read and check..... (EA1)      
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The above extract seems to suggest that if the internal auditors checked the internal control 

procedures based on effective planning, enough sample then the quality of their work would be 

good enough to build the audit procedures, also one of the participants indicated that: 

”We start our evaluation of the internal auditors by checking if they achieve their 

responsibilities effectively then we can rely on their work in order to reduce the 

duplication because it has to be managed and it allows overlapping assurance” (EA3) 

The above quotations highlighted that these respondents use the evidence and work of internal audit in 

developing their procedures. Hence it may be concluded that most of these respondents have agreed 

about the significance of the internal audit in performing effective external audit service as long as the 

internal audit is competent.  

Analysis of the interviews data revealed that they check the internal audit is connected with 

professional body because this reflects on their performance as highlighted by one of the participants:   

“We check if the internal audit is connected with professional body or if it is outsource 

or in source because if they are related to professional body then they would apply the 

auditing standards properly in Jordan there is some companies use outsource internal 

audit then we need to contact them directly... ” (EA 10) 

However, one of the auditors highlights that there is need for active professional body for 

internal auditor in Jordan, as he stated:  

“In Jordan we don’t have active professional body for internal auditor, so we need to 

have such kind of professional body in order to improve the quality of internal audit 

work and monitor their work then we can trust their work and rely on their work....” 

(EA 11) 

Most of the participant emphasised on the importance of the effective documentation system of the 

internal audit on their work and their decisions of reliance on the internal audit work as stated by one 

of them:    
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“...... good documentation system of internal audit allows us to get access to the 

information needed accurately and effectively thus, we can trust and use their evidence 

and results because they have supported them by documents and references to their 

evidence” (EA 7) 

Analysis of the data reveal that external auditor perceive the continues professional developments of 

internal audit as important mechanisms of internal audit can improve the quality for audit process as 

highlighted by one of the respondents:  

“We care about the professional development and training for the internal audit 

because the training of the auditors leads to keep updating the internal auditor 

knowledge with new standards, techniques and skills; this allows them to perform 

internal auditor duties properly.....” (EA 3) 

Moreover, the data highlighted that internal audit –external audit communication as one of the main 

factors that the internal audit can influence on the quality of external audit process, the analysis 

demonstrate that the communications between them include different ways, valuable guidance, regular 

meeting, communicate significant findings to the external auditor as notifications and discuss internal 

audit evidence and report.    

Further, guidance from a competent internal auditor to provide information and direction for the main 

risky areas and the weakness in the company were highlighted as an important factor. Since, most of 

the participants emphasised on the importance of the guidance that they receive from the internal audit 

as some of the auditors stated that: 

“............the valuable guidance that we receive from competent and effective internal 

audit concerning the main risky areas of the financial reporting system and weakness 

in the control system this allows us to focus on the most risky areas instead of spending 

our time and resources on less risky areas, thus we can provide high quality and 

effective audit service and our work can be comprehensive....” (EA3) 
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“.........Proper guidance from effective internal audit help us to focus more on the risky 

areas as it can be as form of regular meeting and communications to discuss the 

findings and the key risky areas and weakness” (EA 12). 

The previous quotations suggest that as long as the internal audit is effective, it can contribute in 

improving the EAQ as well as the guidance can be in a form of highlighting the weakness areas and 

regular meeting to discuss the results. The data suggested that the valuable guidance is vital for the 

external audit work as one of the auditors highlighted that:  

“The guidance from the internal audit allows us to set priorities and take necessary and 

urgent actions then we can use limited time and resources effectively.......” (EA 1) 

This is supported by another participant who emphasised on the importance of the guidance on 

conducting their work:  

“....internal audit can provide us with guidance about the main risky areas in the 

company and we can build our work and plan based on the recommendations from 

them......” (EA 7) 

This quotation indicates the importance of the internal audit results in building the external audit work. 

Further, the significance of the effective communication with other governance bodies was highlighted 

with responses from some participants; as some of them perceived that: 

 “The internal auditors perform some tasks that similar to our duties such as they 

evaluate to what extent the companies follow and apply the control procedures and 

evaluate internal control procedures and provide feedback and recommendations about 

the effectiveness of control procedures to the audit committee and board of director, 

thus the internal auditor should provide recommendations to the monitoring bodies 

based about their results.......” EA8 

This implies that the internal audit would help in providing recommendations which are suggestions to 

the best way of activities to the company monitoring mechanisms and external auditor to take follow 
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up actions based on the internal audit results.  Thus, the interaction should be in terms of the providing 

recommendation, guidance and cooperating in performing monitoring role.   

The importance of the internal audit report noted by many participants to have an influence on the 

internal audit performance and thus influence the level of EAQ, as some of the participants also stated 

that: 

“We use the internal audit evidence and reports which help us in the formation of a 

good understanding about the strength of the internal control system and the extent of 

the effectiveness of internal audit department in improving and controlling those 

systems.........”(EA4) 

“… Internal auditors report focuses on the weaknesses of the company and risky 

areas, then provide recommendations accordingly, and this will help us to focus on 

these areas and do more test.....”. (EA11) 

“We should examine some of the items that internal auditor has already tested them to 

check do their results and supported documents are reliable and to what extent we can 

rely on them...” 

“.....we discuss with the internal auditor some weakness in the control procedures and 

have they recommended any solution to the audit committee or the board to take any 

further actions, this discussion allows us to reduce the duplications......” 

The above quotations highlighted that if the internal auditor’s performance help the external auditor in 

conducting audit service as they know the company control system more than the external auditor; this 

is consistent with the auditing standards. Further, another auditor indicated that:  

“I would say valuable guidance from the internal audit based on their results and tests 

has contributed to strengthening the role of internal auditor in helping us, especially in 

determining weaknesses in the internal control system and make recommendations for 

the improvements in the system and working to strengthen it.......” (EA6). 
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Internal audit independence was indicated by many participants to have an effect on the quality of 

audit process, involves, freedom given to get access to all departments and documents, report findings 

to the audit committee or board of director, and establishes policy that stated clearly internal audit 

duties which is internal audit charter. The findings from the interview show that the participants 

perceive the internal audit should provide objective and independent assurance, as noted by some of 

participants: 

“We should ensure the internal auditors performing their service without any interfere 

form the management before relying on the work of the internal audit because they 

should not report to those who they audit.......” (EA 12) 

The above quotation highlighted that these respondents use the evidence of the internal audit only if 

the internal auditor is independence then they tend to rely more on internal audit findings, one of the 

respondents also supported this as one of the auditors stated:  

“We should check the internal audit independence by testing the reporting channel 

between internal audit departments with other monitoring bodies; hence, we can do 

that by ensuring that the internal audit charter states clearly the reporting channel and 

internal audit authorities and responsibilities so by checking this charter we can 

identify if this internal audit independent or not” (EA 5) 

In addition, interview transcribe demonstrate that external auditor perceive the internal audit charter as 

main source of data for checking the internal audit independence and internal audit objectives as 

perceived by some of the respondents:   

“For each company that we are auditing they should have distinctive charter which 

states clearly the internal audit aim and structure of the internal audit work, 

communicating and authorisation............” (EA 9) 
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“We should review internal auditor report, internal auditor charter, reporting and 

communications channel as well as the aim of the internal auditor should be clear in 

terms of checking the internal control procedures” (EA 4) 

This indicate that internal audit report was highlighted as important factors in influencing the internal 

audit performance, this also help on improving the quality of external audit process. The previous 

incident also highlighted that these external auditors believe that the internal audit charter is the main 

source to check the internal audit competency and objectivity. 

They supported their views about the internal audit function in relation to the audit quality process in 

Jordan by citing trusted sources of information, as one of the respondents mentioned: 

“We should follow the International Standards on Auditing (ISA) and there are specific 

standards for example (ISA 610) guides us how to use the work performed by the 

internal audit and how to assess internal audit performance, competency and 

independence and we can apply and follow these standards in Jordan...”. (EA 7) 

It can be concluded that according to the interview data the participants suggested that effective 

internal audit fiction allow them to perform effective audit service as noted by some of them: 

“Effective internal audit function should be objective in conducting their work, this 

allows us to use their evidence and work to perform effective audit procedures in terms 

of cost, resources and time....” 

“We consider internal audit as independent internal monitoring body which can 

offer recommendation to the boards and audit committees and to us as external 

auditor,  the guidance from the internal audit allow us to focus more on more risky 

areas, addressing the most significant audit matter and respond to assessed risk....” 

(EA 9) 

Analysis of the interviews data shown that there are two main distinguishable perceptions concerning 

using internal audit evidence and work which held by the participants, as explained earlier some of the 

respondents claims that they prefer to use their evidence and perform all the audit procedures by 
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themselves, however, other group of respondents suggested that internal audit help improving the 

quality of audit procedures by assisting the auditor in risk assessment, planning and fieldwork testing. 

It seems that external auditor considers the influence of work performance of internal auditors only 

when independence and competency are high. It can be concluded that the previous extracts seems to 

suggest that if the internal auditors checked the internal control procedures based on effective 

planning, enough sample then the quality of work would be good enough to build the audit procedures 

and improve the effectiveness of the audit service, 

7.6 Chapter Summary 

This chapter has presented and discussed the data and analysis from the interview which is the second 

stage of the mixed methods research; thirteen semi-structured interviews were conducted with the 

Jordanian external auditors. The descriptive data presented that in total thirteen interviews were 

conducted, followed by explaining the results of the interviews through employing six step thematic 

analyses. Furthermore, this chapter has developed a qualitative guide. It also provided justifications for 

conducting the interviews. This chapter also offered understudying and explaining how the ICGMs 

can influence the EAQ. The next chapter presents the final discussion, summary of findings, 

conclusions based on quantitative and qualitative data and future directions.  
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  8   Discussion of the Quantitative and Qualitative Results 

(Integration and Synthesis) 

8.1 Introduction 

This chapter connects the two sets of data of the mixed methods together and offers a synthesis and 

integration of the findings which occurred in relation to the variables, context and theory that have 

been used. It presents the summary of findings and future research opportunities; it also discusses the 

implications for regulators and practitioners established by the results and contributions of this study 

in order to enhance the EAQ. It also assesses the research limitations and highlights recommendations 

for improvements.  

Therefore, this chapter allowed synthesis of and connecting questionnaire and interview evidence 

together within the Jordanian context. Consequently, this research offers a comprehensive 

understanding and explanation of the relationship between EAQ and ICGM in enhancing the EAQ. 

Through using the quantitative and qualitative studies, the research questions were addressed and offer 

more insight and knowledge about the EAQ aspects which can be influenced by the ICGM.  

`8.2 The Perceived Meaning of the Quality of External Audit Process 

As explained earlier, in order to measure EAQ it is valuable to understand the main aim of the external 

audit service. From the monitoring perspective, the EAQ is mainly for enhancing the reliability and 

trustworthiness of the financial reporting (Arnold and De Lange, 2004; Francis, 2004). It can be 

accomplished through applying effective audit procedures, as explained in details earlier. The IAASB 

emphasised issuing a high quality ISA which allows producing a high quality audit report. However, 

there is still lack of consensus on the measurement of EAQ, since EAQ outcomes are not directly 

observable (Hussainey, 2009; Knechel et al., 2012). However, previous studies showed some attempt 

to highlight various factors that can reflect EAQ (Chan and Wong, 2002; Adeyemi et al., 2012; Beattie 

et al., 2013). It can be measured through using either specific aspects of audit or the process and 

procedure of audit which can be influenced by ICGM (Kilgore et al., 2011). This research employed 
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quantitative and qualitative methods in order to capture and measure theses aspects. It offers a 

comprehensive picture about the quality of the audit process, by capturing different aspects of EAQ 

which can be influenced by the ICGM. The results from the questionnaire and interview data 

formulate the operational measurement of EAQ. According to the interview outcomes, the participants 

pointed out that the EAQ characteristics are considered “the code of conduct” in the practice. Other 

participants suggested that these as “the methodology and principles that the external auditors should 

follow while conducting an audit service”. One participant believed that “the ICGMs ensure that all of 

us comply with the rules and professional standards that govern the audit service in order to guarantee 

that we are performing our work professionally and effectively as well as we have regular meetings 

with them”.   

The results of the quantitative study illustrated that the auditor follow the auditing standards in  

performing the audit service, as the most important factor for improving EAQ. The qualitative data 

confirmed these results, as some of the participants argued that the standards can ensure performing 

the best practice which reflects high audit quality. They also highlighted that they have to perform 

every single audit procedure and step in accordance with the Jordanian regulations and international 

standards. This is in line with the prior literature which indicated that auditing standards guide the 

auditor to perform high quality in the audit service; for example in terms of risk assessment, audit 

planning and designing audit procedures (Holmes and Overmyer, 1975). The Jordanian external 

auditors considered being in compliance with the standards and regulations as significant factor 

because these standards allow controlling and guiding the audit service to be in an efficient way, and 

the JACPA ensures that its members comply with the rules and standards governing the audit service 

in the Jordanian context and provides regular workshops and conferences for any updates and new 

standards for external auditors. Thus, these standards are predicted to be the main criteria which 

establish high EAQ services. Moreover, quality of the audit is achieved by making sure that all the 

financial transactions are recorded and disclosed according to the financial reporting rules and 

standards (Sutton, 1993; Christensen et al., 2015), then the credibility and reliability of the financial 

report and transactions can be ascertained (Warming and Jensen, 1998; Salehi, 2011; Acito, 2015). 
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Jordanian companies should follow IFRS and the auditor should comply with ISA (JCGC, 2006). The 

survey findings also illustrate that the participants perceived a strong connection between compliance 

with auditing standards and EAQ. This is consistent with EAQ literature that claimed that following 

audit standards, ensures a high quality of audit services (Christensen et al., 2015). This was realized as 

following the auditing standards in performing every step in the audit process which allow the audit 

service to be implemented with best practice and high quality as well as developing a methodology 

and plan based on these standards (Quick et al., 2013; Nagar et al., 2016). Another aspect of EAQ can 

be achieved by ensuring that all clients’ activities and transactions are disclosed and recorded 

according to the international financial reporting standards (Fan and Wong, 2005; Khan et al., 2016). 

According to agency theory, independent auditors focus more on checking the economic condition of 

the client and management activities in accordance with the accounting and auditing standards and 

then reporting these results to the shareholders (Goodwin-Stewart and Kent, 2006; Oktorina and 

Wedari, 2015). Applying these standards leads to enhance the confidence in the auditor report, and the 

auditor report can be employed as EAQ proxies (Köhler and Quick, 2018). 

Furthermore, according to the questionnaire results, the least important factor for improving EAQ is 

when the audit firm performs consulting services for the client; this result has been supported by the 

analysis of the interview data which established a relationship between no assurance consulting 

service and the quality of the external audit process. The Jordanian external auditors, during the 

interviews, indicated that in order to provide good audit services, there should not be mutual interest or 

a conflict of interest because this may have an influence on the independence and reliability of the 

auditor’s opinion. This is consistent with the previous literature which suggested that providing 

consulting assurance services had an influence on the quality and objectivity of the auditor’s opinion 

(Jeppesen, 1998). It can be suggested that the Jordanian regulator should set strict regulations 

regarding performing non-audit services (Chu and Hsu, 2018). It also indicated that the audit firm 

should not perform assurance services for the client, such as setting up the control procedures and 

preparing financial reports. Some of the research participants indicated they were asked by some of the 
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clients to provide some assurance services. The results of these stages are in line with prior literature 

(Carcello et al., 1992; Christensen et al., 2015; Kowaleski et al., 2018; ISA, 230).  

The results from the quantitative data also established that there is a relationship between the quality 

evidence of the audit and the EAQ. Moreover, the qualitative data clarifies and supports these results 

as the majority of the of respondents consider that it is important that the auditor does sufficient work 

to obtain sufficient evidence in order to support the opinion; the majority of the auditors argued that 

the quality of the evidence varies based on the source and the way of collecting the evidence and the 

criteria for collecting evidence can influence the quality of the external audit service. The qualitative 

data highlighted the role of the ICGM in collecting comprehensive and reliable evidence. The findings 

of the qualitative stage showed that quality of internal audit evidence and confirmation derived from 

the clients that they have effective governance mechanisms are better than when companies have weak 

governance; this will have an effect on the quality of the auditor’s opinion and they can help in 

building the audit procedures and improve the effectiveness of the audit service. 

It can be recommended that the external auditor use the internal evidence which is collected by 

internal governance mechanisms only when the client has effective monitoring mechanisms. This is 

consistent with prior literature which indicates that the quality of the external auditor reflects the 

quality of audit evidence procedures (Fan and Wong, 2005). The quality of the auditor’s opinion 

depends on the quality of evidence (Halbouni, 2015). This is in line with the previous literature which 

claims that the external auditor is considered as an assurance mechanism that is used to ensure the 

firms’ financial statements represent the fair and true financial position of the company through 

collecting sufficient and appropriate evidence about the company’s transactions (Fan and Wong, 2005; 

Carcello et al., 1992; Christensen et al., 2015). Also the auditor’s report testifies the financial data 

fairly represent the results of the company’s transactions during a specific period of time through 

gathering sufficient and suitable evidence of auditing (Fan and Wong, 2005; Halbouni, 2015). The 

standards and regulations emphasise the importance of audit evidence in supporting the auditor’s 

opinion (e,g ISA, 230).  
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Although the literature highlighted that the audit evidence should be enough and relevant, an 

interesting point to highlight is that this study also found that there are different criteria to identify the 

sufficiency and appropriateness of the audit evidence which are the source of the evidence and the 

types of methods of collecting the evidence, as explained earlier in the qualitative chapter. This study 

found that appropriateness and sufficiency can be achieved through interacting with effective 

governance mechanisms. It also highlighted that the evidence should be comprehensive to address all 

the risky areas in the company as well as be reliable. Through gathering credible and trustworthy 

sources, these criteria can be achieved through interacting and cooperating with ICGMs. 

Further, the qualitative stage explained this result in more detail by demonstrating that effective audit 

testing procedures are considered the main elements in respect of the EAQ; interview findings prove 

the documentation process is one of the main elements of effective audit testing procedures. As the 

documentation system should be comprehensive and accurate to address all the audit procedures as 

this can support the auditor’s opinion. The qualitative results indicated that the quality of the audit 

process be influenced by on the documentation process quality, because the report will be formulated 

based on this documented evidence, this is one of the requirements of ISA. The external auditor aims 

to improve the control procedures in order to improve the monitoring process over financial 

transactions (Wallace, 2004; Sulaiman, 2011). The participants connected enough documentation in 

the audit work with the level EAQ as the auditor should support opinions with enough evidence and 

documentation for the results of the audit service (Warming and Jensen, 1998; Carcello et al., 1992; 

Christensen et al., 2015). The standards highlighted that the auditor should document the audit process 

and evidence. This is applied in the Jordanian context as the statistics’ results support that through 

establishing a significant association between the accuracy and comprehensiveness of the 

documentation system and the quality of external audit process. Specifically, the quantitative stage 

illustrates that there was a general consensus among the questionnaire participants regarding the 

importance of the documentation of the audit work and the evidence collected by the external auditor 

as important factors of high EAQ. Consistent with this, the Jordanian regulators emphasise the 

importance of the audit documentation as a main tool to ensure the auditors perform the audit service 
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through following the right procedures to conduct the audit service; this reflects on supporting the 

auditor’s performance. Moreover, the importance given to the documentation of the audit work and 

evidence, including audit planning and risk assessments by the external auditor, is aligned with the 

literature (Carcello et al., 1992; Christensen et al., 2015). Follow-up interviews demonstrated that the 

documentation system should be accurate and address all the audit procedures as this can support the 

auditor’s opinion especially if any lawsuits arise against the auditor, as the auditors in Jordan are more 

careful than before; this is particularly after some of the scandals in some companies and audit failure 

in Jordan. Therefore, some improvements are required within the Jordanian context, as the auditor 

should have supporting documents and references.  

The integration outcomes from the two stages demonstrated that the majority of the respondents 

agreed about the significance of the external auditor’s characteristics in improving the quality of the 

audit process. They also highlighted the vital role played by the ICGM in influencing the selection of 

the auditor’s characteristics which influence the EAQ. This is aligned with prior research which 

highlights the influence of the governance mechanisms in the external auditor selection (Ben-Hassoun 

et al., 2018; Quick et al., 2018). The quantitative findings found that it is important the audit service is 

conducted by one of the ‘Big Four’ audit firms. Moreover, these results have been supported by the 

qualitative results which highlighted the quality of the Big Four firms better than the quality of the 

small local firms. They also emphasised that in the Jordanian context, most of the shareholding 

companies and banks have been audited by the Big Four because they believe that these firms are 

more independent and they have better resources in order to perform a good audit service. These 

findings were confirmed by previous studies which were conducted by Zanani et al. (2008), Mahdavi 

et al. (2011), Zureigat (2011), Soliman and Elsalam (2013). They indicated that the Big Four firms 

have a foreign partner which imposes extra monitoring on top of the country’s regulations to maintain 

the quality service. The previous results also highlighted that the big four audit firms are connected 

with better resources with qualified staff (Beattie and Fearnley, 1998; Kilgore, 2007). Big Four firms 

spend more effort and preform due professional care in order to protect their reputation and they have 

their own audit methodologies (Bauwhede and Willekens, 2004). 



 
264 

Furthermore, the qualitative data confirmed the quantitative results in terms of the importance of the 

industry specialist. As the qualitative data suggested, the auditor is a specialist in the client’s industry 

which allows them to be able to understand the nature of the business and ensure the reliability and 

trustworthiness of the activities (Warming and Jensen, 1998; Kilgore, 2007; Christensen et al., 2015). 

The Jordanian external auditors argue that it is important to be an industry specialist because 

information about different sectors is not fully available about all the sectors in one database 

(Schroeder et al., 1986; Warming and Jensen, 1998; Christensen et al., 2015). The qualitative data 

highlighted that the ICGMs play a vital role in ensuring that the external auditors are free from 

management pressure and from any bias. In turn, they have an influence on EAQ and improve the 

efficiency of the audit service, as the auditor should report their results to the audit committee or board 

of directors, not to the management (Warming and Jensen, 1998; Christensen et al., 2015) 

The majority of the questionnaire respondents show consensus regarding the significance of the 

challenge to management, due professional care and scepticism in order to confirm some of the 

transactions; especially if they have doubts about some transactions and should ensure all the 

transactions are reliable and credible through collecting robust evidence. The qualitative data support 

these results through highlighting that the auditor should perform the audit service through questioning 

the clients’ claims with regard to the financial reporting process results, performing a professional and 

effective audit service (Warming and Jensen, 1998). 

The findings of quantitative data revealed that the majority of the participants consider it essential that 

the audit work is determined by a proper planning process, because it allows for managing the audit 

work and highlighting the main weaknesses in the company’s financial reporting. The significance 

given to the planning process, in the audit work, is consistent with the notion that the auditor can 

understand the financial process in the company as well as the nature and risk of the transactions of the 

firm (Schroeder et al., 1986; Christensen et al., 2015). Furthermore, the qualitative data provide more 

details about the importance of the planning process and clarify how this planning process is 

conducted. The qualitative results suggested that there are various ways the ICGM can help improving 

the effectiveness of the planning process, such as improving the level of understanding, and designing 
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appropriate audit procedures. The effectiveness of audit procedures depends on the planning stage; as 

developing an effective audit plan allows the designing effective audit procedures. This is in line with 

prior literature which argues the importance of planning in conducting effective audit services 

(Schroeder et al., 1986; Christensen et al., 2015). This is consistent with the auditing standards, 

specifically ISA 300 which identifies how the auditor should develop a plan effectively, and it states 

that the auditor should understand the company’s transaction cycle and control procedures during the 

planning stage. The significance given to the planning process in the audit work is consistent with the 

notion that the auditor can understand the financial process in the company and the nature and risk of 

the transactions of the firm (Schroeder et al., 1986; Christensen et al., 2015). 

Further, the qualitative data claims that it is important to obtain an appropriate level of understanding 

about the company control system and nature of the transactions during the planning. The 

understanding level guides the external auditor as they should know the company control systems over 

the transactions, as well as over the whole company system, as this would affect the audit procedures. 

The majority of the participants agreed on the link between the planning of the audit and the quality of 

the external audit process. The qualitative data also emphasised that it can be concluded that the 

fieldwork and audit report depend mainly on the planning process because during this step, they obtain 

enough comprehensive understanding of internal control procedures and the company’s financial 

transactions; then they develop the audit strategy and procedures.        

The quantitative data revealed that the audit work is established based on valuation of the risks 

connected with the firm and this was significantly associated with EAQ. Moreover, the qualitative 

stage clarified this result in more detail by explaining that the risk assessment process involves 

reducing the audit risk and improving the level of assurance. The majority of respondents agreed on 

the link between effective risk assessment and EAQ, as they highlighted that it allows focus on more 

risky areas in the company. The qualitative data indicated that during this process they can cooperate 

with the ICGM. These results are consistent with the auditing standards and local regulation in Jordan 

such as JCGC (2006) and ISA which highlighted that the risk assessment is one of the main audit 

procedures which can be done effectively through interacting with ICGMs. This is in line with the 
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literature which argues that risk assessment is one of the key audit processes (Carcello et al., 1992; 

Christensen et al., 2015). 

Furthermore, the quantitative data revealed that auditors significantly agreed on the importance of 

identifying and reporting significant weaknesses and misstatements as one of the main aspects of the 

EAQ. Interview findings demonstrate the significance of the reliability and usefulness of the auditor’s 

report as perceived by many interview participants to have an influence on the quality of audit process. 

The qualitative data highlighted that improving the level of disclosure has an influence on the financial 

reporting quality. In turn it has an influence on the auditor’s report quality through reporting any 

material weakness and misstatement, evaluating internal control systems and providing full disclosure 

about the companys’ transactions. The findings of the qualitative study have confirmed that as the 

Jordanian external auditors perceive that improvement in the level of assurance can improve the 

quality of the external audit report, they can improve the level of assurance through combining the 

assurance with the internal governance assurance, in order to offer an effective monitoring process and 

enhance the quality of financial reporting. The core of the external audit service is to provide high 

level assurance that financial reporting is free from significant misstatement as well as report any 

weakness or fraud (Palmrose, 1988, Halbouni, 2015), thus, high level of assurance is one of the main 

aspects of high EAQ. The qualitative data indicate that integrating and combining the assurance from 

different mechanism could lead to producing a high quality audit process, and boosting the quality of 

assurance. The qualitative data highlighted that the main aim of audit work is to diminish information 

asymmetry and provide the shareholders with full disclosure. This can be achieved through interacting 

with governance mechanisms and asking the internal governance bodies to respond to their 

requirements and improve the disclosure about specific transactions. This is in line with prior literature 

which indicates that the external auditors perform their work mainly in order to reduce the information 

asymmetry and improve the level of disclosure (Boone et al., 2010 Reed et al., 2000). The EAQ 

reflects on the quality of the financial report and level of disclosure (Wallace, 2004; Sulaiman, 2011). 

This is because the main role of the external auditors is to provide assurance about the financial report 

(Chow, 1982; Fan and Wong, 2005; Francis, 2011).   
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The auditors are aware of the importance of identifying and reporting significant weaknesses and 

misstatements. The majority of respondents think that it is essential the auditor identify and 

communicate the results to the financial statement users, in particular the shareholders. Further, 

agency theory argues that there is a need for audit quality more especially when there is a high conflict 

of interest (Ferguson and Stokes, 2002; Hay et al., 2006). This is consistent with the notion of the 

importance of the efforts and hours performed by audit firms in order to highlight and report material 

misstatement (O’Sullivan, 2000; Kikhia, 2014; Al-Nawaiseh, 2010). Additionally, independence and 

maintenance of effective communication with ICGM are the main factors that can improve EAQ and 

enhance the auditor’s capabilities in reporting any errors without bias or influence from the 

management (Defond and Zhang, 2014). Achieving high EAQ can be done through increasing the 

effectiveness of the audit process; in terms of using the resources and time effectively which can be 

achieved through cooperation and interactions between the external auditor and ICGM. Further, the 

qualitative study suggested that the quality of the audit is related to the process which can be 

influenced during the interactions with ICGM. As the process of the audit service is related to the 

performance of a series of actions and interactions, these are taken in order to check and review the 

financial system and provide opinions about the reliability of the financial reports and transactions. It 

can be also concluded that both sets of data, quantitative and qualitative, suggested that the Jordanian 

external auditor highlighted that EAQ characteristics are considered the main elements of high audit 

quality process. They also indicated that ICGM can assist improving different aspects of quality of the 

audit service during different stages of the audit process for example planning, conducting of the audit 

service and issuing the audit report.  

8.3 The perceived Influence of Board of Directors on the Quality of External Audit Process 

The importance of the board of directors’ responsibilities and compositions in the quality of financial 

and monitoring process was highlighted in the previous literature (Bettinelli 2011; Chizema et al., 

2015). This is supported by relevant Jordanian legislation e.g. JCGC (2006), specifically, the previous 

studies emphasising the board of directors responsibilities in ensuring a high quality of financial 

reporting and external audit processes (Goodwin and Seow 2000; Lanfranconi and Robertson, 2002; 
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Abdullah et al., 2008; He et al., 2009). According to the JCGC, (2006), the board of directors should 

set the control systems and procedures, as well as allocate enough resources over these control 

processes. The board of directors is a vital mechanism that improves the monitoring and controlling 

process over the financial reporting process and transactions (Van Den Berghe, 2002; Berghe and 

Baelden, 2005; Goodwin and Seow, 2000). It is also considered  the main monitoring mechanism 

which is controlling all the other mechanisms, both internal and external mechanisms, ensuring all of 

them are performing their work professionally and effectively (JCGC, 2006; Alzoubi 2012; Makhlouf 

et al., 2014). The auditing standards and governance regulations stated some responsibilities for the 

board of directors in terms of interacting and communicating with external auditors (ISA 265 and ISA 

260; JCGC, 2006). 

Nevertheless, these prior studies and standards are general guidelines concerning the role of the board 

of director in the quality of the external audit process without describing the process or how the board 

of directors can influence the audit process and what are the most vital responsibilities (Hor, 2008; 

Zanani et al., 2008; Mahdavi et al., 2011; Karaibrahimoglu, 2013; Voeller et al., 2013; Soliman and 

Elsalam, 2013). Quantitative and qualitative methods were employed in this research which provided a 

comprehensive picture of the board of directors’ responsibilities in improving the quality of external 

audit processes through capturing different aspects of its responsibilities that influence some aspects of 

EAQ.  

The  findings  of this quantitative study proved that there is significant association between the board 

of directors responsibilities and the quality of the external audit process, specifically the quantitative 

results revealed that an association was established between the responsibilities of board of directors in 

terms of playing an effective role in selecting, monitoring, replacing the audit committee members and 

external auditor as the most important responsibilities that have an influence on EAQ. These findings 

have been supported by the qualitative stage, as it illustrated the board of directors’ responsibilities in 

terms of selecting and monitoring the audit committee can improve the performance of the audit 

committee and its communication with the external auditor as well as its performance in terms of 

monitoring the financial reporting process. In the Jordanian context the board of directors is the main 
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monitoring mechanism over the other governance mechanisms such as the audit committee and 

external auditors because they are elected by the shareholders (JCGC, 2006),      

The quantitative findings illustrated that there is a significant association between the role of the board 

in terms of ensuring proper disclosure of all the transactions in the companies, monitoring and actively 

communicating with different monitoring bodies inside and outside the company. The qualitative data 

assisted interpreting and explaining these results in more detail. The Jordanian external auditor suggest 

that interaction with the board of directors can improve the level of disclosure about some transactions 

through asking the board of directors for more disclosure, as this could improve the transparency of 

the financial reporting and auditor report, thus, in turn reflect on the quality of financial information 

which is disclosed to the shareholders (Gaynor et al., 2016). The quantitative data also found that the 

majority of the participants perceived the board of directors should set a disclosure policy that ensures 

a high level of transparency and monitors this policy and to ensure all the bodies in the company 

follow this policy as vital mechanisms that can effect on the level of EAQ process. In addition, the 

qualitative stage clarifies these results by explaining that the board of directors can offer better 

disclosure practice as it sets a disclosure policy that ensures a high level of transparency evaluates the 

external audit performance regularly and after finishing the audit service in order to ensure the work 

and evidence of the auditor are enough for issuing the report. The qualitative data also emphasised that 

the external auditor ask the board of directors about specific transactions especially some decisions 

and activities in order to improve the transparency and disclosure,  

The quantitative data found that the board of directors takes necessary procedures to ensure 

compliance with the relevant regulations in force and is associated with EAQ. This can ensure an 

effective monitoring system. Moreover, the significance of the board of directors’ responsibilities in 

terms of guaranteeing effective monitoring systems is perceived by many respondents to have an 

influence on the quality of the audit process. The majority of the respondents agreed about the link 

between the role of the board of directors in terms of checking the effectiveness of the monitoring 

mechanisms and EAQ. Thus the board of directors through its monitoring role over the financial 

statement preparations can ensure the quality of these financial reports. This is aligned with JCGC 
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(2008) which emphasized the importance of the board of directors’ responsibilities in terms of 

preparing financial statements; in improving the level of quality of financial reporting when the audit 

committee perform their duties properly. The interviews highlighted that the external auditor should 

ask the board of directors about the quarter, semi-annual and annual reports as they are the responsible 

body for preparing these reports. The evidence from the interviews suggested that submitting financial 

statements and auditor reports to the shareholders are one of the main duties of the board of directors 

which can improve the EAQ. 

The interviewees’ perceptions highlighted that the significance of the work performed by the boards of 

directors in improving the monitoring process including the internal and external mechanisms through 

different ways such as monitoring the quarter annual report and annual report which allow 

improvements to the quality of the financial reporting system and thus communication with them will 

improve the quality of work and opinions.  

The qualitative data illustrated that a board of directors should discuss the critical financial and control 

as well as the audit findings with the audit committee and external auditor as some of the participants 

called this a “draft of discussion” or “management letter”. Further, the boards of directors’ roles have 

an influence on the process of the disclosure of the financial reporting and audit or report to the 

shareholders with full disclosure and on a timely basis. The interview findings indicated that the board 

of directors’ responsibilities in terms of ensuring effective communication between internal and 

external governance also have an impact and influence on the EAQ process.  

The qualitative data confirmed the board of directors should play a vital role in enhancing the level of 

disclosure and decrease information asymmetry by monitoring the process of the disclosure and 

reporting either the financial report or auditor report. The interviewees highlighted that there are 

different ways the board can employs to improve the disclosure level about specific transactions by 

responding to the auditor’s requirements concerning improving the disclosure for specific transactions 

as well as through applying the auditor’s recommendations. This is consistent with the argument that 
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the vital role of the board and audit committee in ensuring that the auditor’s recommendations are 

applied and take follows up actions based on the auditor’s findings (Cohen et al., 2007).   

The qualitative data highlighted in the Jordanian context that the board of directors plays a vital role in 

relation to communication with the external auditor as the external auditor is the main external 

monitoring mechanism. Through communication the external auditor can improve the quality of the 

audit process which reflects on the quality of the reporting process, thus, the quality of the audit 

process can be improved. The qualitative data identified that the communications could be in different 

ways for example feedback form, regular meetings, applying the recommendations of the auditor, and 

discussing the material weaknesses and misstatements. They could also discuss ways to improve these 

weaknesses and what are the reasons for the material misstatements. The interview findings indicated 

that the board of directors’ responsibilities in terms of ensuring effective communication between 

internal and external governance also have an impact on the EAQ process. Applying the 

recommendations of the auditor allows for correcting and improving any mistakes and solving any 

concerns before submitting the final report.  

The analysis of the interview data demonstrated that during the discussions between the board of 

directors and external auditor concerning the audit matters and monitoring process, holding regular 

meetings leads to solving some issues before issuing the auditor’s report. During these meetings they 

can agree to apply some corrections actions in order to improve the quality of control procedures as 

well as rectify the weaknesses in the internal control which reflect on the reliability of financial 

information which is disclosed to the shareholders. Based on these discussions further actions can be 

taken to enhance the EAQ.            

The vast majority of the interviewees reported that they should be independent in terms of their 

opinion. However, the process of the audit can be done through interacting with the internal 

governance mechanisms and the board should ensure the transparency of this interaction the auditor’s 

opinion should be based on the auditor’s work and evidence without interference from internal 
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governance mechanisms. Thus, the board and audit committee responsibilities ensure that 

independence of the auditor.   

The internal governance mechanisms such as board of directors can contribute to the work of external 

audits either in a direct or indirect way such as they are responsible for applying auditors’ 

recommendations. Thus the effectiveness of the audit process will be better.  Further possible 

explanations provided by the participants is that the board of directors can play a vital role in solving 

issues related to audits; for example scope limitations, improve the weaknesses in the internal control, 

and improve the disclosure.  

Therefore, this research has offer understanding and evidence about how certain board of director can 

improve the quality of financial reporting and audit services as explained earlier. This is consistent 

with the JCGC (2006) principles since the Code recommends that members of the board play vital role 

in selecting and replacing the audit committee members and external auditors. In the Jordanian context 

the board member is the main controlling mechanisms inside the corporation that can guarantees 

appropriate disclosure procedures and actively interact with different monitoring mechanisms in the 

company, the Code states that the member of the board review and ensure the external auditor 

performance and independence.  

8.4 The Perceived Influence of Audit Committee on the Quality of External Audit Process 

The audit committee is accountable for ensuring the truthfulness and reliability of the control 

procedures over the financial transactions through performing some monitoring duties that allow them 

to fulfil this aim (Cohen et al., 2017; Ghafran and O'sullivan, 2017; Bajra and Čadež, 2018). More 

specifically, the significance of the audit committee and its responsibilities in terms monitoring the 

financial reporting process and external auditor service were highlighted in the previous literature 

(Ghafran and O'sullivan, 2013; Soliman and Ragab, 2014; Wu et al., 2016) and supported by relevant 

legislations (e.g. JCGC, 2006, ISA 260, ISA 265). However, previous empirical evidence are still 

lacking for a comprehensive and detail evidence, thus, employing mixed methods allowed offering a 

better explanation and understanding concerning to what extent the audit committee can improve the 
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quality of external audit process through capturing different aspects of its responsibilities and how the 

audit committee can enhance some aspects of the quality of external audit process. The Jordanian 

auditors are aware of the importance of maintaining effective communication and interaction with the 

audit committee. This is consistent with the notion of the importance of the efforts and work hours that 

are spent by the audit committee in the financial monitoring process (O’sullivan, 2000; Kikhia, 2014; 

Al-Nawaiseh, M. 2010).  

The quantitative results reveal that the audit committee responsibilities in terms of discussing and 

approving the external auditor evaluation of control procedures and the audit committee monitors and 

reviews the internal control systems are the most important factors for improving EAQ. Further, the 

qualitative data clarified the results of the quantitative study as some of the participants argued that the 

main responsibilities of the audit committee are reviewing financial reporting and monitoring systems. 

They perceived this as one of the main factors that could improve the quality of the audit process as 

they could discuss with them the control procedures over the financial reporting and auditor work. The 

audit committee is responsible for improving any weakness in the financial control system and 

improve the monitoring process over the financial transactions (Stewart and Munro, 2007; Beasley et 

al., 2009). This is supported by relevant legislations (e.g. JCGC, 2006) and consistent with the prior 

literature which emphasised the role of the audit committee in the financial and monitoring process 

and control system procedures (Lee et al., 2004; Ghafran and O'sullivan, 2013; Soliman and Ragab, 

2014). The audit committee is responsible for evaluating internal control systems and review auditor 

evaluation of control procedures in order to enhance any weakness (Menon and Williams, 1994). The 

qualitative data highlighted that the audit committee play vital role in assessing the audit results and 

evidence; then meeting and discussing the weaknesses with the auditor and then what can be done in 

order to improve these weaknesses and avoid any fraud.   

The prior literature found that one of the main responsibilities of the audit committee is reviewing and 

ensuring the effectiveness of the internal control system (Al-Shaer et al., 2017; Cohen et al., 2012; 

Kamel and Elkhatib; 2013). This is consistent with the regulations for example JCGC, (2006) which 

stated that the audit committee is selected and monitored by the board of directors; the board 
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establishes this committee as a specialist committee mainly for monitoring the financial reporting 

activities and evaluating the control procedures over the transactions (Menon and Williams, 1994; 

Soliman and Ragab, 2014). In the Jordanian context, the audit committee should check the monitoring 

procedures over the auditor’s activities and the financial reporting process in order to ensure the 

monitoring mechanisms are performing their duties effectively (JCGC, 2006), 

Moreover, the results of the interview demonstrate that reporting the effectiveness of the internal 

control systems is considered one of the main roles of the audit committee which has an impact on the 

EAQ. It also illustrates that the auditors have the same aim which is stated clearly in their report; that 

they must evaluate the efficiency of internal control procedures in order to determine to what extent 

they can rely on the internal control procedures and mechanisms in developing their tests and 

procedures,    

On the other hand, according to the quantitative results, the least important factor of the role of the 

audit committee for improving EAQ is the audit committee discusses and approves the scope of audit 

plan with the external auditor. The qualitative data supported that, as the external auditor indicated that 

they should have access to all documents and areas of the company without restrictions from any 

internal bodies. These results have also been supported by the analysis of the interview data which 

indicated that the auditors discuss with the audit committee any scope limitations and unavailable 

information that is needed. Thus, the external auditors decide the audit scope, sampling strategy, and 

plan without asking approval from the audit committee or the board. However, they discuss with audit 

committee the results that they have found,     

As the majority of the participants expressed that the audit committee plays a significant role in the 

external audit process through evaluating and providing feedback about the auditor’s findings and 

performance, according to the qualitative findings this could occur through regular meetings with the 

audit committee to discuss the auditors’ findings. The quantitative results also highlighted that the 

audit committee is accountable for applying the auditor’s recommendations and taking follow up 

actions based on the auditors’ results; this would improve the weakness of internal control. When the 
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external auditors meet the audit committee regularly this allows them to discuss audit matters and get 

updated information (Goodwin‐Stewart and Kent, 2006) as well as proposing some solutions and 

recommendations for some problems and weaknesses. (Beattie et al., 2012), 

The quantitative results showed overwhelmingly that the external auditors perceived the responsibility 

of the auditor in terms of evaluating and confirming the firm’s financial statements and the auditor’s 

report as significant tools in improving the quality of the audit service and financial information. This 

is aligned with JCGC (2008) which emphasized the importance of the audit committee’s role in terms 

of preparing financial statements and improving the level of quality of financial reporting when the 

audit committee perform their duties properly. In addition, the qualitative data clarify these results by 

providing evidence from the interviews suggesting that evaluating the external audit work and 

providing the auditor with the feedback is one of the main duties of the audit committee which can 

improve the EAQ and provide the auditor with updated information. The qualitative data emphasised 

on how the external auditors must perform their work independently but the audit committee can 

assess their work and results and then accordingly ask them to provide more details and evidence. 

Furthermore, the interview findings indicated that it is important to interact regularly with the audit 

committee in order to discuss with them the initial results and the auditor can ask them for some 

confirmations and explanations especially about some the of auditor’s concerns. These results are 

supported by the literature which indicated that the audit committee must have direct and regular 

communication with the external auditors to be aware of the initial results and if there is any need to 

conduct more tests (Piot and Janin, 2007). 

The qualitative data highlighted that after evaluating the auditor’s results and performance the audit 

committee can ask the auditor for more details; for example they can ask the auditor to conduct 

additional tests. Moreover, the qualitative data established some connections regarding the extent to 

which communication between the audit committee and auditor influence the quality of audit process; 

roles in terms of discussing and meeting the external auditor, and providing feedback based on the 

findings. The audit committee can request the external auditor to perform additional test especially for 

more risky areas, this allows for improvements to the quality of audit process, 
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In addition, the quantitative results found that the audit committee has an influence on EAQ through  

improving the communication between the internal auditor and external auditor as the qualitative data 

supported the significant influence of the audit committee and its responsibility to ensure the quality of 

the interactions between the internal and external auditors in terms of meetings, guidance and 

notifications between external and internal as well as at the same time ensure their independence. This 

can be done through monitoring the communication between them (Goodwin-Stewart and Kent, 2006; 

Oktorina and Wedari, 2015). The audit committee improves the quality of interactions and 

communication between the external audit and internal governance bodies; more especially the 

internal auditor (Wallace, 2004; Sulaiman, 2011), as the audit committee can influence the quality of 

the internal audit work which reflect on the internal audit communications and recommendations 

(Abdullah et al., 2018), it also is responsible for having regular and effective communication with 

external auditor (Menon and Williams, 1994; Soliman and Ragab, 2014). The qualitative stage 

confirmed the importance of highlighting different ways that the audit committee can improve the 

quality of communication between these parties as explained in details in qualitative chapter. For 

example, the interviewees indicated the audit committee should hold regular meetings with the 

external auditor and internal auditor and then ask the internal auditor to respond to the external 

auditor’s requirements as well as improve the disclosure of the communication between the internal 

and external auditor as well as the audit committee in order to take follow up actions (Kilgore, 2007). 

As the effective audit committee improve the quality of communication between the external and 

internal auditor, this will reflect on the quality of their work (Ismail et al., 2016).  

The audit committee monitor the communication between the external and internal audit. This 

improves the effectiveness of these mechanisms (JCGC, 2006; Cohen, 2002). In addition, the 

qualitative stage clarified these results by explaining that the audit committee must assess the external 

audit performance regularly and after finishing the audit service in order to ensure the work and 

evidence of the auditor are enough for issuing the report. The qualitative data analysis highlighted that 

the audit committee can ask the auditor to perform additional test in some areas and transactions in the 

company (Karaibrahimoglu, 2013).   
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The audit committee guarantee that the auditors perform the work effectively through complying with 

the regulations and standards. The qualitative findings highlighted some of the ways the audit 

committee can ensure that, through reviewing the external auditor’s report and evidence and ensure 

they perform their work professionally (Beattie et al., 2012).  

The quantitative data has found that the audit committee reviews and confirms the types and fees of 

non-audit services were significantly associated with EAQ. The qualitative data illustrated that one of 

the main responsibilities for the audit committee is to confirm audit fees and non- audit services, 

which might contribute to the quality of audit process through monitoring the audit and non- audit 

service. The results of these studies are aligned with prior literature which highlighted the importance 

of the audit committee’s responsibilities in terms of the audit committee’s revise and confirms the 

audit fees and non- audit services (Abbott et al., 2003).  

Moreover, the vital tasks can be performed by the audit committee is to ensure the truthfulness of the 

financial reports and maintaining the auditor’s independence (Vinten and Lee, 1993; Abbott and 

Parker, 2000; Sulaiman, 2011; Ismail et al., 2016). This is consistent with the auditor’s perceptions 

which indicate the importance of these indicators to improve the EAQ.  JCGC (2008) emphasized the 

importance of the audit committee’s role in terms of preparing financial statements and improving the 

level of quality of financial reporting when the audit committee perform their duties properly. 

The qualitative data highlighted that there are different forms of the communication process between 

the audit committee and auditor such as the draft of the discussion which is issued by the external 

auditor before submitting the final report. The qualitative data found that many participants perceived 

that the draft of the discussions was important and had an influence on the level of the EAQ process. 

This is supported by many participants who indicated that the auditor should issue an initial report for 

the audit results together with evidence before issuing the final report, in order to discuss these results 

and rectify any problems and weaknesses before issuing the report. However, the quantitative stage 

did not address this element, as the draft of discussion is one of the key elements for the audit process 
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and according to the interview data; the draft of discussion is the main source for feedback and taking 

corrective action by the audit committee or the board. 

The quantitative data found that when the audit committee communicate with the external auditor on 

all key issues that are related to the audit are significantly influences the level of the EAQ. This result 

is consistent with the literature which revealed significant association between the interaction of the 

audit committee and external audit quality. Moreover, the qualitative stage expands these results by 

explaining that the auditor should contact the audit committee in order to discuss the significant 

misstatements and weaknesses. The study results are aligned with those of prior research which 

revealed a significant relationship between the audit committee in terms of discussing critical issues 

with the external audit quality (Chamieh et al., 2015). 

The auditors are aware about the importance of maintaining effective communication and interaction 

with the audit committee; the respondents think that it is essential the auditor maintains effective 

communication and interaction with the audit committee on all key issues that related to the audit. 

Furthermore, the results indicated the draft of discussion allows improving the disclosure and 

reliability of the financial reporting process as well as allowing the auditor to get further explanations 

about some of the audit results (Albert & Peng, 2010). The qualitative data highlighted that the 

discussion between the external auditor and audit committee help the external auditor to understand 

the financial reporting process, transactions cycle and the control procedures in order to be able to 

check the reliability of financial reporting properly and effectively. The qualitative data emphasized on 

how the audit committee can influence the quality of the audit process as explained earlier. An 

overwhelming of the interviewees expressed that the audit committee prepares and provides the 

external auditor with the audit requirements allow achieving effective audit service. For example, they 

provide the auditor with details about the assets and liabilities, board and audit committee meeting 

records and tax details. It may also be concluded that both sets of data, quantitative and qualitative 

data suggested that there are various ways the audit committee can help the external auditors in 

improving the quality the external audit process.  
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8.5 The Perceived of Internal Audit Factors on the Quality of External Audit Process  

The literature indicates efforts to investigate the role of the internal audit factors in the external audit 

process (Saidin, 2010; Ho and Hutchinson, 2010; Abbott et al., 2012; Mohamed et al., 2012; Mat Zain 

et al., 2015), as the importance of these factors in the quality of financial and monitoring process were 

highlighted in the previous empirical results (Ghafran and O'sullivan, 2013; Soliman and Ragab, 

2014). This is supported by relevant Jordanian legislations (e.g. JCGC, 2006) and professional 

auditing standards (ISA 610; ISA 620; ISA 600). One of the key roles of the internal audit is 

improving the financial information quality (Mat Zain et al., 2015). The Jordanian regulatory 

framework and international standards which are applied by the Jordanian companies require that the 

internal audit should accomplish effective performance in order to improve the monitoring system and 

improve the weakness in the control procedures over the financial transactions as well as communicate 

effectively with the external auditor. However, these results and regulations are general guidelines 

about the role of the internal audit in the quality of the external audit process. Further, previous 

literature in these research areas are still lack a comprehensive study that investigates the role of the 

internal audit in improving the quality of the external audit process (Aghaei Chadegani, 2011; Shan, 

2014). Thus, this study highlighted how internal audit factors can improve the EAQ.  

The majority of external auditors perceived that the internal audit performance would improve the 

effectiveness of the audit process for example in terms of risk assessment. This is supported by the 

auditing standards such as ISA 315 which allows the auditor to determine and assess the risks of 

material misstatement through interacting with different governance bodies, for example, it 

emphasised the significance of the internal audit performance in terms of guidance on developing the 

planning, risk assessment and collecting evidence. The qualitative data indicated that valuable 

guidance helped performing effective audit service in terms of focusing on the most risky areas, 

instead of spending the available audit time and resources on less risky areas, identifying the key 

weaknesses and strengthen the company control systems to perform additional tests and develop 

effective audit strategy. It also highlighted that the external auditor should do follow up actions based 

on the internal audit results and recommendations. Thus, the interaction should be in terms of 
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providing recommendations, guidance and cooperation in performing a monitoring role (Mohamed et 

al., 2012; Abbass and Aleqab, 2013).   

Most of the interviewees perceived that the internal audit performance does have an influence on their 

audit service process, through performing some of the duties which are similar to the activities of the 

external auditor as both of them should perform the work properly, effectively and according to the 

auditing standards. Thus, the qualitative data explains the process by which an internal audit 

performance can contribute to the external audit work as they have already done risk assessment and 

testing the control procedures so the external auditors can use their findings and evidence to build the 

external audit procedures. It also indicates that the audit risk can be decreased through focusing on the 

areas which are highlighted by the internal audit, as the internal audit has already identified the main 

weakness and risky areas in the control system of the company. This evidence mirrors the previous 

empirical evidence that identified the internal audit perform similar kinds of duties of the external 

auditor with different techniques (Adams, 1994; Mat Zain et al., 2015; ISA 610). The qualitative data 

also supported the importance of the internal audit report for the external auditors who have access to 

the internal audit reports and findings which identified the risky areas and main weakness in the 

internal control procedures. Thus, internal audit report has an influence on the quality of external audit 

process (AI-Twaijry et aI, 2004; Saidin, 2010; Abbass and Aleqab, 2013),   

The results of the quantitative stage initially revealed the majority of the of respondents consider that 

internal audit competency as an important factor for evaluating internal audit function and it 

significantly influences the EAQ process; specifically, the external auditor should ensure the 

competency of the internal audit to use the internal audit work and evidence (Halbouni, 2015; Fan and 

Wong, 2005). The quantitative results revealed that the education level of internal auditors being 

satisfactory as one of the most important factor of internal audit competency and this is important for 

enhancing the quality of the external audit process. The qualitative data confirmed that as the 

Jordanian external auditors emphasised on the importance of the quality of internal audit work in 

terms of the competency of the work and the staff. Interestingly, they highlighted that the internal 

auditor should have knowledge and experience about the business, technology and monitoring process 
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in order to audit the information technology department and management activities. The internal 

auditor’s qualifications influenced the competency of internal audit work and evidence. The external 

auditors considered that the experience and qualifications of internal auditors influence the evaluation 

of the competency of internal audits (Brown, 1983; Cahill, 1994; Mohamed et al., 2012). This is 

aligned with the previous literature which claimed the external auditor use the internal audit evidence, 

more especially when the internal auditors are competent and independent (Fan and Wong, 2005; 

Carcello et al., 1992; Christensen et al., 2015; ISA, 230). Moreover, the qualitative stage, clarify these 

results in more detail by explaining the process that the Jordanian external auditors follow to assess the 

internal audit competency and they check the qualification of internal auditor staff. 

In addition the analysis of the interview data demonstrates that internal audit competency involves 

several factors which are continuing professional development, connection with a professional body, 

an established policy for hiring and training as well as the availability of the resources. The qualitative 

data revealed that these previous factors are important to ensure the competency of the internal audit. 

It also described the criteria and ways that the external auditors follow to decide to use the work of an 

internal audit or not. The interview data findings reveal that the external auditors perceive the internal 

audit department is connected with professional bodies and this helped them to apply professional 

performance. Thus, the external auditor can trust their evidence and findings to build their procedures 

and tests based on the internal audit work (Al-Twaijry, 2004; Haron et al. 2004; Said Suwaidan & 

Qasim, 2010). As they highlighted that the competency of the internal audit was considered one of the 

main factors for improving EAQ.   

The results of the quantitative stage initially revealed the majority of the respondents considered that 

internal audit competency is the significant factor of the internal audit work. Thus, the external 

auditors would improve the effectiveness of the audit process through relying on competent internal 

audit. This is aligned with the previous literature which claimed the external auditor use the internal 

audit evidence when they ensure the competency (Fan and Wong, 2005; Carcello et al., 1992; 

Christensen et al., 2015; ISA, 230). Moreover, the qualitative stage clarifies these results in more 

detail by explaining the process that the Jordanian external auditor follows to evaluate the internal 
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audit evidence and how they can use this evidence. It also highlighted that the external auditor should 

ensure that the internal auditor follow the audit standards. This is perceived as one of the key factors to 

identify to what extent the external auditor can trust and rely on the work of the internal auditor, 

whether the work is professional and based on standards, which allows for improvement of the quality 

of the internal audit results and the professionalism of the work. As the data highlighted the 

competency of the internal auditor is an essential part of the internal audit and the ability of the auditor 

to perform an effective service (Mat Zain et al., 2015, ISA 610; ISA 300). The quality of internal audit 

influences the decision of the external auditor to rely on the internal auditor work (Al-Twaijry, 2004; 

Haron et al., 2004; Said Suwaidan & Qasim, 2010).  

The qualitative data proved the quantitative results in terms of the availability of the resources to the 

internal auditor as an important factor that can influence the quality of the audit process. As the 

interview data demonstrated the external auditors perceived this impacts on the extent to which the 

internal audit can be employed based on the resources that are available to meet the internal auditor’s 

objectives effectively.  

The quantitative findings prove that a relationship was established between the internal auditor’s 

independence and EAQ; the quantitative data revealed that one of the most important factors of 

internal audit independence is when internal auditors have direct interaction to the external auditor. 

However, the least important indicator is seen as the freedom that is specified to internal auditors to 

connect with administration. The qualitative data highlighted the importance of the internal auditor’s 

independence to have an effect on the EAQ, as the external auditor should ensure the independence of 

the internal auditor before deciding to rely on their work. As indicated by many participates, the 

qualitative data demonstrated the significance of the freedom given to get access to all departments 

and documents, report findings to the audit committee or board of director (reporting channel), and 

establish policies that stated clearly internal audit duties and authorisation, and the internal audit 

charter. However, the quantitative stage did not address some elements, such as the internal audit 

charter which is one of the main elements for the audit process. The internal audit should report any 

fraud or manipulation to the audit committee (Khelil et al., 2016).  
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According to the interview data the internal audit charter is the main source for checking the 

independence and reporting channel of the internal auditor and deciding to rely on the effort of the 

internal auditor as described earlier in the qualitative chapter. Internal audit independence was 

indicated by many participants to have an effect on the quality of the audit process. Freedom given to 

the internal auditor to contact the external auditor to provide notifications and guidance allows the 

external auditor to focus on the main risky areas (Mohamed et al., 2012; Abbass and Aleqab, 2013; 

Mat Zain et al., 2015). Through checking the internal audit charter the external auditors can identify 

the reporting channel and then they should ensure this is what is happening in reality by checking a 

sample of the work and to which body the report was submitted (AI-Twaijry et aI, 2004; Said 

Suwaidan and Qasim, 2010).    

It also highlighted that in order to ensure the competency of the internal auditor, there has to be an 

establish policy within the internal audit department that states clearly the hiring strategy and the 

procedures for hiring the internal audit staff. Further, the availability of the resources for the internal 

audit was identified as one of the main mechanisms and elements to ensure the competency of the 

internal auditor as it enables them to perform their work professionally and comprehensively and in 

turn the external auditor can rely on their work (Mohamed et al., 2012; Abbass and Aleqab, 2013),  

Interestingly, the integration of the outcomes from two stages revealed that most of these participants 

have suggested that they use the evidence and work of the internal auditor in terms of the risk 

assessment process and evaluate the control systems and this effect on performing an effective 

external audit service as long as the internal auditor is competent and independent. Thus, internal 

auditors should perform their procedures based on an effective plan, enough samples and following 

audit standards to have effect on the work of the external auditor. If the internal auditors check the 

internal control procedures based on the effective planning, and enough samples, then the quality of 

work would be good enough to build the external audit procedures and enhance the effectiveness of 

the audit service. As one of the participants also stated, this allows the external auditor to emphasis on 

the most risky areas during the audit process; this is supported by the standards and regulations for 

example ISA 315 and JCGC. Therefore, it may be concluded that quantitative and qualitative findings 
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revealed that the internal auditors guide the external auditor as they know the company control system 

more than the external auditor.  

This implies that the internal auditor should help in providing recommendations to improve the 

company monitoring mechanisms and external auditor to take follow up actions based on the internal 

audit results. Thus, the interaction should be in terms of providing recommendations, guidance and 

cooperation in performing the monitoring role. The significance of the internal audit report was noted 

by many participants to have an influence on the internal audit performance and thus influence the 

level of EAQ. The qualitative findings indicated that the external auditors use the work of the internal 

audit as this helps them improve the effectiveness of their performance in terms of better interactions, 

better recommendations and better quality in the audit process.   

The qualitative stage highlighted that the auditor should rely on the internal audit performance mainly 

to improve the level of understanding of the control systems in the company and the main weaknesses 

and strengths. The participants highlighted that internal audit report and evidence can guide the 

external auditor through the results in terms of risky areas and weaknesses in the control systems. The 

findings of the qualitative data indicated that the internal auditor should perform their work 

professionally, independently and effectively to allow the external auditor to trust their findings and 

rely on them.  

Furthermore, the outcomes of the qualitative findings also confirmed these results through  

highlighting that there are various ways that internal audit performance can help the external auditor to 

improve some aspects of the quality of the external audit work; for example through effective 

interactions, notifications and valuable guidance and communicate the internal audit findings and 

report. It also indicated that the internal audit performance should be characterised with a good 

documentation system and follow the international auditing standards; for example valuable guidance 

can be done through providing the external auditor with their results about the main areas of risk and 

weaknesses in the control systems. Moreover, the professional auditing standards suggest that the 

internal audit can contribute to the external audit work in various ways (Felix et al., 1998). The 
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internal auditor guides the external auditor who uses the internal audit evidence and results, either by 

making a direct contribution by assisting the external audit in collecting evidence or by evaluating the 

internal control systems (Abbott et al., 2012). The external auditor relies on the evidence that collected 

by the internal audit. The internal auditor can make an indirect contribution by preventing fraud and 

misstatement to improve the EAQ through performing internal audit work during the audit year 

(Beasley et al., 2000; Mohamed et al., 2012). The internal audit performance is considered one of the 

main parts of the internal audit as a monitoring mechanism (Sarens and Abdolmohammadi, 2011; Ho 

and Hutchinson, 2010).  

It can be concluded that the results from the questionnaire and interview data established and 

explained the significance and importance of internal audit factors and how these internal audit factors 

can enhance the level of the EAQ process. Furthermore, internal audit was perceived to have 

significant influence on the strength of the level of control and effectiveness of audit service. The 

results of the study recommend that companies should improve the internal audit function and the 

effectiveness of audit committee to ensure the internal mechanisms are effective to improve the quality 

of audit service and quality of financial report because internal audit is an essential mechanism of the 

corporate governance system within company. It may also be concluded that both sets of data, 

quantitative and qualitative data suggested that there are various ways the internal auditors can help 

the external auditors in performing effective service and improving the quality and transparency of the 

audit service.   

8.6 Chapter Summary 

This chapter intended to address the research questions and achieve the research objectives which 

were developed in the introduction chapter through synthesizing the two sets of data (findings of the 

qualitative and quantitative analyse). It offered the summary of findings and future research 

opportunities; it also discussed the implications for regulators and practitioners established by the 

results and contributions of this study in order to enhance the EAQ. 
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 9     Summary and Conclusion 

9.1 Introduction   

This section provides overview of the key results for the research stages which are quantitative (survey 

questionnaire) and qualitative (semi-structured interviews), these stage were employed to answer the 

research questions. This section also presents the implications and conclusions which drawn based on 

the data and results which were closely related to the Jordanian context and based on the Jordanian 

external auditor perspective. Thus, in the light of the theoretical and practical analysis of this study and 

after analysing the questionnaire, testing hypothesis and analysing the interviews; the research 

implications were developed to offer rich explanations of the relationships between these variables. It 

highlights a brief summary of the key results. Moreover, this study endeavour to provide direct 

assessment of the relationship between ICGM and EAQ based on a scientific and practical basis, to fit 

the auditing and corporate governance structure in Jordan. The chapter also provides readers the 

summary and conclusion of the thesis. Hence, having explained that, this study has attempted to 

determine practical implications through conducting interviews and survey questionnaire as well as 

this research has concluded several suggestions and recommendations for improvements.  

9.2 Summary of the key findings  

This research developed five research questions that were answered through collecting two different 

set of data by employing questionnaire and interview to investigate the relationship to the between the 

ICGM and EAQ. The research questions were answered in chapter six and seven through collecting 

data by using questionnaire data which was analysed through OLS regression whereas the interview 

data was analysed through using thematic analysis. Furthermore, chapter eight provided the complete 

answer for all these questions through synthesis quantitative and qualitative data with connecting them 

with existing knowledge and theoretical perspective.   

The thesis examines the perceptions of the external auditors concerning how ICGM influence EAQ in 

Jordan. The research was motivated by several finance scandals in recent years, as well as 
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inconclusive results in existing studies. It seeks to examine important interrelated issues, specifically 

to examine the effect of:  

(i) the characteristics and responsibilities of the board of directors;  

(ii)       the responsibilities of the audit committee; and  

       (iii)     the internal audit characteristics and performance on external audit quality.   

The overall aim of the thesis is to gain a better understanding of the relationship ICGM and EAQ. The 

thesis mainly based on the agency theory assumptions to develop research questions as explained 

earlier. The thesis employed both quantitative (survey questionnaire) and qualitative (semi-structured 

interviews) methodology to investigate the research questions.  

The OLS regression model analysis revealed that all six predictors explained 59% of the variance in 

EAQ (R
2
 = .590, p < .001). The predictor coefficients had significant positive regression loads, 

demonstrating that respondents with scores measures on these constructs were anticipated to have 

greater scores on EAQ. Overall, the majority of respondents (80%) are perceived these EAQ attributes 

influence the level of AQ. Average scores ranged between 3.76 and 4.43 with an overall mean of 4.15, 

indicating that respondents tend to respond with score (4) “Important”.  

Moreover, the questionnaire results of the study illustrated that one of the main responsibilities of the 

board is monitoring other mechanisms and ensuring effective monitoring system, which can contribute 

to the quality of the audit process through monitoring the audit service, non- audit service as well as 

the relationships between different mechanisms. The results of these stages are aligned with the prior 

literature that indicated the effective board of directors improve the monitoring process over the 

financial reporting (Abbott, 2003; O’sullivan, 2000). The quantitative data established significant 

association between the board of directors responsibilities in terms of assessing the independence of 

the auditor from the client and EAQ process. The qualitative data emphasised on how the external 

auditor should perform their work independently but the audit committee should evaluate the auditor’s 

work and results then accordingly ask them to provide more details and evidence. However, the audit 
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committee cannot interfere in the external audit work. External auditor and board of director should 

attend the general assembly meeting and answer any questions or concerns about the financial position 

of the firm from the shareholders. This is aligned with the main ole of the board of director which 

indicates that the board of directors is accountable for monitoring the external audit, as well as 

selecting and monitoring the audit committee. 

The findings of the questionnaire survey with the Jordanian external auditors illustrated that internal 

audit factors are significantly associated with the quality of the external audit process. They supported 

their perceptions about the significance of internal audit function in relation to the EAQ by the 

auditing standards. Specifically, the quantitative findings proved that the relationship was established 

between internal audit performance and EAQ; specifically, the quantitative results found the most 

important factor of internal audit performance is the sufficiency and appropriateness of the internal 

audit evidence. This is supported by the qualitative findings, as the interviewees highlighted that the 

Jordanian external auditors use the internal audit results and evidence in order to build their plan and 

design the audit procedures. Specifically, the quantitative results established a relationship between the 

work performance of the internal audit and the EAQ process as the most important factor and 

significantly influence the EAQ process. Further, the interviews with the Jordanian external auditors 

highlighted the ways that the internal auditors can improve the quality of the EAQ. One of the main 

ways that the internal audit can improve the level of the external audit quality process is through using 

internal audit evidence and findings to do follow up transactions and develop the external audit 

procedures based on internal audit results. These findings are aligned with JCGC as the Code states 

that the internal auditor should check and evaluate the management activities and control the 

management risk. This allowed the external auditor to use the internal audit risk assessments and 

results in their work (Beasley et al., 2000; Mohamed et al., 2012).     

On the other hand, the findings of the interviews highlighted that it is vital for the external auditor to 

interact regularly with the ICGM (e.g. board of director) to discuss with them the initial results 

especially about any concerns that the external auditors have about specific results. Meetings allow the 

external auditor to communicate their findings and get feedback from the audit committee in order to 
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be able to build the final report. They highlighted that the board of directors play a dynamic role in the 

external audit service through evaluating and providing feedback about the auditor findings and 

performance. According to the qualitative findings this could occur through meeting with the board of 

directors and the guidance from them. This is aligned with the regulations which stated that board of 

director should discuss the auditor results.  

Furthermore, the qualitative results highlighted another interesting aspect of the high quality of audit 

processes, which is to evaluate and communicate audit evidence to those in charge of the governance 

and to the shareholders. This is realized as one of the main factors that could improve the quality of 

the audit process as well as the external auditor and get feedback from ICGMs such as the audit 

committee and in turn perform corrective actions. The interview data highlighted that there are 

different methods and ways of interaction and communication that the ICGM can help the external 

auditor to improve the quality of external audit service for example, regular meeting, valuable 

guidance, respond to the requirements and request as well as discuss the initial and significant results, 

take necessary actions, prepare audit requirements, effective communications, communicate 

significant findings and provide confirmations and clarifications 

It can be concluded that the outcomes of the quantitative and qualitative results further emphasised the 

board of directors can influence the external audit through highlighting that there are various ways the 

board of directors’ responsibilities can help the external auditor to improve the quality of their work 

which include ensuring the clients’ monitoring bodies-external auditor relationship is independent, 

selecting and monitoring the audit committee as well as recommending the selection or compensation 

of the auditor. However, the board of directors needs to be more professional and active in 

communicating with the external auditors and taking follow up actions to the auditor’s results. The 

results of these stages aligned with the prior literature which indicated that the ICGM are the main 

monitoring body in the company that check and monitor the comapnys’ transactions and accounts of 

(Zahra and Pearce, 1989; Eisenberg, 1997; Makhlouf et al., 2014). Consequently, these responsibilities 

allow for improvements of the quality of the financial report, level of disclosure and transparency. 

This in turn can improve the quality of the audit report issued to the company. The board of directors’ 
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responsibilities are controlling and ensuring high EAQ. This is consistent with the JCGC (2006) 

principles. The integration and synthesis of the quantitative and qualitative findings focused on the 

characteristics and aspects of an effective ICGM and qualitative findings which focused on the process 

and ways of how ICGM can improve some aspects of audit quality process.     

9.3 Implications of the research    

This section presents the implications and conclusions which drawn based on the data and results 

which were closely related to the Jordanian context and based on the Jordanian external auditor 

perspective. Thus, in the light of the theoretical and practical analysis of this study and after analysing 

the questionnaire, testing hypothesis and analysing the interviews; these implications were developed 

to provide better insight to the practice about these relationships. This study provides rich explanations 

of the relationships between these variables through describing how the auditors are applying the audit 

standards in related to these relationships as the standards are general guidelines. Hence, having 

explained that, this study has attempted to determine practical implications through conducting 

interviews and survey questionnaire as well as this research has concluded several suggestions, and 

recommendations for improvements as follows:    

9.3.1 Implications for the Practitioners  

Audit and governance mechanisms research can offer empirical perspective for the importance of 

corporate governance process and system particularly in ascertaining how specific mechanisms can 

improve the EAQ. The results of the study provided some implications that could help the external 

auditors in improving the service that they perform. Specifically, the findings highlighted the 

significance of the internal audit in improving some aspects of the quality of external audit process. 

The results of this study also provides insights and explanations about the influence of the internal 

audit performance, competency and independence on the EAQ as they indicate that the internal audit 

performance can improve the quality of the external audit service in terms of collecting comprehensive 

evidence, using internal audit findings and providing valuable guidance. This implies that internal 

auditor can aid the external auditor decision making in terms of risk assessments, and weakness of 

control procedures. The results of the study recommend that the external auditors are aware of the 
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importance of the ICGM in improving the effectiveness and the quality of the external audit process, 

however, they believe that these mechanisms should be more professional and independent in 

performing their work, Specifically, the results of the study indicate that it is necessary for the external 

auditor to ensure the independence of the internal auditor and this allows them to trust their findings 

and evidence. The internal auditors in Jordan need to be more independent and competent in a way 

that allows the external auditors to use and trust the work of internal auditors. 

Further, the participants emphasized on the importance of the role of audit committee in the quality of 

external audit process, as the results indicate that the audit committee play a vital role in discussing to 

what extent the external auditor can rely on the internal auditor and how the external auditor can 

communicate with the internal auditor. Specifically, the results recommend that the audit committee 

must apply auditors’ recommendations, as the Jordanian audit committee play a vital role in improving 

the quality of the external and internal auditor communications, as well as through applying the 

recommendations of the auditor, however, some participants indicate that the audit committee in most 

of the companies are not active in applying their recommendations.  

The results also suggest what cooperation is needed during the audit process between the ICGM and 

external auditor who should take into consideration the work that has been achieved by ICGM in terms 

of monitoring activities and communicate with them accordingly. Furthermore, the results also suggest 

that ICGM can assist improving the EAQ during the planning and conducting the audit service such as 

the evidence that collecting by the internal auditors and the guidance from the internal auditor to the 

external auditor, in this case high EAQ reduce information asymmetry, improve level of control and 

disclosure (Lawrence et al., 2011), the board of director, audit committee and internal audit are 

pursuing to achieve these objectives, thereby all these parties concern and work to improve the quality 

of auditor report and prevent audit failure. 

The responsibilities of the board of directors have a major influence on the work of the external 

auditors as the results of the board of directors can enhance the communications process, reporting the 

audit results, and the disclosure of the financial reports which reflect on improving the EAQ. The 
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results of the study also suggest the ICGMs can improve the EAQ process through different ways and 

forms of communication, regular meetings, and discussing material weakness. The professional 

standards and regulations in Jordan, specifically the JCGC and ISA highlighted that the importance of 

the role of the board of directors in the monitoring process. 

The findings of the research also emphasized that the Jordanian external auditors perceived existence 

of regular and effective communication between the external auditor and internal auditor lead to avoid 

any duplications and perform effective audit service in a timely manner which reflects on the quality 

of the monitoring process over the financial reporting as well as cooperating together to provide 

valuable recommendations in order to promote the internal control weakness and prevent any fraud. 

The findings of the research offer some implications that could help the public companies in ensuring 

the service that the external auditors are providing is high quality and reliable. The public companies 

should activate the accountability system in the companies and establish strong policy for the ICGMs 

to ensure that all ICGMs perform their work professionally with strong documentation and evidence to 

support their work. The findings suggest that public shareholding companies should ensure effective 

accountability systems in order to ensure that all governance mechanisms perform their work 

effectively and professionally as well as to prevent audit failure and governance weakness. Clients’ 

monitoring bodies should have strong and effective documentation for their work in order to allow the 

auditor to rely on their work and to ensure that ICGM perform their monitoring work professionally 

with documentation and evidence. Improving corporate governance guidelines and principles has 

become a significant issue in relation to global economies (Karaibrahimoglu, 2013; Beisland et al., 

2015). Moreover, implementing these principles and regulations is important for companies to prevent 

any fraud and protect shareholders investments. Thus, the implications of the results guide the 

practitioner how to perform better audit service as explained earlier in details in chapter six and seven.   

9.3.2 Implications for the Regulators  

The findings of this study offered inferences and implications for the regulators. Specifically, in the 

light of the recent regulations, the participants recommended that the Code should be rewritten in 

order to reflect the recent updates and improvements in the governance principles and auditing 
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standards, as the last version of the JCGC was issued in 2006 and dramatic improvements have been 

made since this date in the international standards and governance regulations, specifically, the 

regulations regarding the non-audit service, the auditor responsibility in terms of evaluating the 

internal control and providing  the recommendations about the weakness in the control procedures. 

The participants recommend this role as one of the main responsibilities that should be added to the 

auditors’ responsibilities, as they highlighted that this role is considered one of the key responsibilities 

in the developed countries such as USA after the Sarbanes Oxley Act (DeFond, 2005; Abbott, 2007), 

as these regulations stated that external auditor must assess and report the effectiveness of the internal 

governance system. The regulatory body in Jordan such as JACPA and JSC put in a lot of effort in 

improving the effectiveness of monitoring mechanisms.  

The significant value of EAQ for various parties such as the investors in the capital market as it is the 

key basis for making investment decisions through relying on audited financial statements in making 

their decisions. Audit quality supports financial reporting quality and enables investors to rely on the 

auditor’s independent checking of financial reports (Gaynor, 2016; Shahzad et al., 2018). The 

economic decision of the investors would influence by the auditor opinion, in this case the work 

performed by the auditor should be reliable and trustable. Thereby, high EAQ lead to improve 

investor’s confidence and protect shareholders.  

The findings of the study are necessary for academics, professional and regulatory bodies in Jordan 

such as JSC, JACPA to organise regular workshops to increase the awareness about the importance of 

the interaction between the ICGMs and external auditors in improving the quality of the audit service 

and financial reporting. Furthermore, they need also to activate the role of the audit committee, board 

of directors, and internal audit through establishing a specialist body for these mechanisms like 

JACPA for external auditor. The findings suggested the regulators must enhance the auditor’s 

independence especially for the small local firms to prevent any scandals in the firms that exist in the 

Jordanian market through setting effective monitoring system over the work of the audit firms. As the 

findings highlighted those small local firms are not fully independent, the regulators need to work 

together with the external auditor to improve the independence of the auditors. Hence, there must be a 
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professional body for internal auditors and boards of directors in Jordan as the study results indicate 

that there is no active professional body for internal auditors, boards of directors and audit committee.  

The findings of the study highlighted that there are some governance bodies and guidelines which 

organise and monitor the governance process and mechanisms in Jordan such as JACPA and JCGC. 

These regulations govern and regulate the board of director, audit committee and internal and external 

audit work which reflect on the effectiveness of the monitoring process of these firms. The findings 

indicate that the Jordanian monitoring bodies such as JACPA must provide stricter monitoring over 

the audit firms especially small local audit firms and offering non-audit service. These findings allow 

the regulators to recognise the starting point for the improvements that need to be made in the auditing 

profession. Therefore, the auditor should consider the work and evidence of the ICGM in performing 

their service effectively. The regulators in Jordan and other countries established the governance Code 

and followed the international professional standards to avoid the audit failure and the weakness of the 

governance mechanisms from reoccurrence. The results intend to contribute to the Jordanian 

monitoring business environments regarding EAQ and financial reporting quality as well as offering 

the basis of evaluating the ICGM in improving the external audit process and accountability system.   

9.3.3 Implications for the Researchers    

Audit and governance mechanisms research can offer theoretical perspective and framework for the 

corporate governance process and system particularly the role of ICGM in improving some aspects of 

EAQ. This study has provided comprehensive empirical evidence, a strong base and solid background 

for future researchers to build upon them. The results of this study offer inferences and implications 

for the scholars in the audit and governance areas. It also provided some recommendations for future 

research. Specifically, this study extended the EAQ research and practice through providing empirical 

evidence which examines the conceptualised relationship between the ICGMs and EAQ as well as 

how these relationships occur. A significant motivation for this study was a concern to go beyond the 

existing approaches to extend and advance the literature that measures the influence of the ICGMs on 

EAQ. 
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This study established a conceptual relationship between the ICGM and EAQ, this research also 

contributes to the body of knowledge, in terms of audit quality literature, through improving the 

understanding of the meaning of EAQ and how the ICGM can improve it from the perceptions of the 

Jordanian external auditors as explained in chapter six and seven. In terms of methodology, this 

research stems from employing the mixed methods that has not been employed previously, as this 

methodology and its findings provide a comprehensive picture and improve the interpretations of the 

relationships between these variables. The findings recommended that effective ICGM are associated 

with better quality of audit service.  

This study also demonstrated the significance of the monitoring role of these mechanisms and how 

they can improve the quality of the external audit process. The findings also highlighted the role of 

EAQ in reducing the agency problem through reducing information asymmetry and improving the 

transparency through enhancing the level of control. It also highlighted that there are various ways and 

channels that can be used for the interacting and communicating between the internal and external 

auditor as explained in the section (7.5). This study has pursued to move accounting argument further 

than the stalemate of “positivism” paradigm to “post-positivism” paradigm, it also new insights and 

understandings could offer from employing mixed methods which can potentially expand the 

knowledge and empirical evidence about this relationship. Consequently, this study has connected the 

theoretical gaps and empirical work. These findings can be expanded by examining other developing 

countries’ context which has similar institutional characteristics.  

9.4 Limitations and Opportunities for Future Research 

Whilst this research has offered previous practical and theoretical implications, like other studies, it is 

also subject to specific limitations, mainly these limitations related to the research context and 

limitations of the generalizability of the results to plainly other populations, despite the international 

auditing and accounting standards are applicable in the Jordanian context, there are some local 

regulations and laws that the companies and auditor should follow such as JCGC and companies laws, 

thus, an opportunity for future research might be addressed in other context in order to highlight the 

differences between different institutional settings.                                
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Based on the previous limitations, there are various opportunities for future research, this study 

theoretically connected EAQ with ICGMs from the agency theory perspective, and this study 

investigates empirically the influence of the ICGMs on EAQ process. Alternatively, future research 

can take address the firm characteristics (e.g. industry of the firm, firm size, ownership structure, legal 

status of the firm and types of audit firms) as mediator variables of the relationship between these 

variables, as this study found companies have different aspects of corporate governance with different 

characteristics of the companies, thus, firm characteristics could be good opportunity for future 

research.   

The study relies on the data questionnaires survey and interviews. However, future research can use 

different approaches such as focus groups or observations which could provide richer understanding 

and more details and comprehensive interpretations about the responsibilities of audit committees, 

internal audits and board of directors, and the role of these mechanisms in ensuring higher audit 

quality. These opportunities need more effort and resources to be able to get inside the board of 

directors and audit committee to address them in the future. 

Furthermore, board and audit committee members must perform an active role in selecting and 

monitoring the external auditors (e.g. how directors successfully take decisions and actions in 

meetings is vital in improving EAQ). Thus, going inside the audit committee and board of directors, 

and then observing their interactions with the external auditor, in turn, could offer a deep 

understanding into their communications during meetings with the auditors.   

The participants offered some suggestions for improvements to the audit practices and governance 

system in Jordan and some developments can be done in the JCGC; nevertheless, these 

recommendations have not been applied or tested again in order to confirm these suggestions, which 

can be taken and applied by the researchers in the future in order to examine the extent to which they 

are significant in supporting high EAQ. Furthermore, a comparative research with other developing 

and developed countries can be done to investigate the influence of the context and different 

institutional settings on these relationships and therefore, improve the extent of the generalizability. 
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Finally, recommendations were developed based on the data results of the two stages; thus, these 

recommendations can be taken into consideration when they are confirmed by other research 

investigating them.  

Further investigation needs to be done in order to examine the effectiveness of the governance 

mechanisms in reducing the reasons that lead to corporate failure (Hsu and Wu, 2014). Different 

research methods can be used to address different aspects of this relationship (behavioural and legal 

factors) which could influence the relationship between ICGM and EAQ; for example, auditors’ 

incentives which might prevent the auditors from challenging the management or the audit committee. 

It would be also a worthy opportunity for future research to investigate the influence of the ICGM 

(e.g. audit committee and board) on the association between the EAQ and investors’ capability to 

anticipate the future prospects of the company (Hussainey, 2009).  

Therefore, despite the extensive empirical and theoretical contributions which were made to address 

most of the aspects of the relationship between these variables, there are some limitations of this study 

in terms of the research design and methodology, context, generalizability and variables; thus, 

attention is needed in future investigation to addresses these limitations.   
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Appendix 1: Final Draft of Questionnaire 

 

Dear respondents  

   

We are currently undertaking research to investigate the perceptions of the external auditors 

concerning the influence of internal corporate governance mechanisms that the quality of external 

audit process. This allows us to provide empirical evidence in order to enrich the literature and 

provide recommendations to the policy makers, practitioners and regulators. Your knowledge and 

experience are really important for this research. It is hoped that our research will both improve 

understanding of what steps have been taken to enhance audit quality and contribute to future policy 

making in this area. 

 The main aim for this questionnaire is to find out the perceptions of external auditors about 

the impact of internal corporate governance mechanisms on audit quality.  

 One of the main objectives of this questionnaire survey is to provide empirical evidence 

concerning these relationships.  

 Could you please complete the questionnaire survey based on your experience and knowledge 

as an external auditor. Moreover, the result arising from this study will be valuable to decision 

makers, academic, shareholders and other stakeholders.   

 We recognise that giving up time to participate in a project like this is not easy but the subject 

of this research is an important topic in the modern business environment and we do hope you 

will be willing to contribute to the study.  

 Please be sure that any information you provide in this questionnaire will be STRICTLY 

CONFIDENTIAL and will only be used for the purpose of this research and will not be 

revealed and used for any purpose apart from the research and no company or individual will 

be specifically identified. 

 I would be appreciative if you would return the completed questionnaire. I would like also to 

thank you in advance for completing the survey and your contribution will be highly 

appreciated.  

 If you have any inquiries about the research, please feel free to contact me at the address 

below.  

 

Nashat Almasri, Business School, University of Bedfordshire  

Contact Email: nashat.almasria@study.beds.ac.uk 

1. Section one: Background information:  

Please answer the following questions by circling the most appropriate choice: 

1.1 What is your highest level of educational qualification? 
 
A.  Bachelor degree                       B. Master degree 

C.  Doctoral degree                       D.  Other (please specify) 

mailto:nashat.almasria@study.beds.ac.uk
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1.2 What is your major in your highest educational qualification? 

A. Accounting                            B. Finance 

C. Bus-Admin                            D.  Other (please specify) 

1.3 What is your principal role in audit inspection? 

A. Staff assistance audit               B. Senior 

C. Manager                                   D. Partner 
1.4 What is your overall experience in auditing practice? 

A. Less than 2 years        B.   3 to 5 years 

        C.    6 to 10 years     D.  More than 10 

Section Two: Instrument for measuring attributes of an external audit quality 

Section 2: The following statements refer to possible attributes of an audit which could enhance and 

reflect audit quality. Please indicate your personal view of the importance of each statement for audit 

quality by circling one number on the scale. The audit quality represent by different indicators that 

mainly depend on the auditor characteristics, the following are some of audit quality indicators based 

on previous empirical evidence. If you feel the attribute is of little or no importance for high audit 

quality, please circle the number 5 if you feel the attribute is very important for high audit quality, 

circle 1. If your feelings are less strong, please circle one of the numbers in the middle:   

Please indicate the extent to which you think this indicator important:   

2.Instrument for measuring external audit quality  

Statement-indicator 
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2.1 The auditor follow the auditing standards in  performing the audit service 1 2 3 4 5 

2.2 
The auditor does adequate effort to get enough evidence to backing an 

audit opinion.  

1 2 3 4 5 

2.3 The amount of audit fees paid by the client 1 2 3 4 5 

2.4 The audit service is conducted by one of the big four audit firms. 1 2 3 4 5 

2.5 
The audit work undertaken is based primarily on an assessment of the risks 

associated with the client‘s financial statements 

1 2 3 4 5 

2.6 The audit work is determined by a proper planning process 1 2 3 4 5 

2.7 The audit firm conducting the audit has other clients in the industry 1 2 3 4 5 

2.8 
The auditor demonstrates an appropriate level of challenge to the 

management of the audit client 

1 2 3 4 5 

2.9 
The auditor is technically competent in terms of using statistical techniques 

and conducting audit tests 

1 2 3 4 5 

2.10 The auditor is independent 1 2 3 4 5 

2.11 The audit is completed in a timely manner 1 2 3 4 5 

2.12 
The auditor maintains a high level of documentation in the completed audit 

files 

1 2 3 4 5 

2.13 Identify and report the material weakness and misstatements 1 2 3 4 5 

2.14 
The audit firm that is conducting the audit performs no consulting services 

for the client.  

1 2 3 4 5 

Section Three: Instrument for Indicating of internal audit factors: 

The following statements refer to possible characteristics of the internal audit which could enhance 

audit quality service. Based on your own experience in auditing.  
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Please circle the number 5 if you feel the factor is very important for high audit quality, circle 1 

if your feelings are less important. 

Statement-indicator 
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3. Instrument for measuring competency of internal audit 

3.1 The education level of internal auditors is satisfactory 1 2 3 4 5 

3.2 
The internal auditors have sufficient knowledge concerning the 

auditing process and standards 

1 2 3 4 5 

3.3 Internal auditors have sufficient years of  professional experience 1 2 3 4 5 

3.4 
Internal auditors have professional certification(e.g. CPA,JACPA, 

CMA) 

1 2 3 4 5 

3.5 
The practices for hiring and training internal auditors are 

satisfactory 

1 2 3 4 5 

Section Four: Instrument for Indicating of internal audit factors: 

The following statements refer to possible characteristics of the internal audit which could enhance 

audit quality service. Based on your own experience in auditing.  

Please circle the number 5 if you feel the factor is very important for high audit quality, circle 1 

if your feelings are less important. 
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4. Instrument for measuring the  internal audit work performance  

4.1 Working paper documentation to support the internal auditors’ 

conclusions is adequate 

1 2 3 4 5 

4.2 The use of computerized accounting information system by the internal 

audit department   

1 2 3 4 5 

4.3 Adequacy of internal audit department staffing to support the needed 

work levels 

1 2 3 4 5 

4.4 Existence of an annual audit plan that covers various areas of the firm 1 2 3 4 5 

4.5 Internal auditors checking other internal controls 1 2 3 4 5 

4.6 Internal audit work is planned and supervised effectively 1 2 3 4 5 

4.7 Internal audit evidence is supported and documented in accordance 

with audit standards  

1 2 3 4 5 

4.8 Internal audit evidences are sufficient 1 2 3 4 5 

4.9 Existence of an efficient documentation system by the internal audit 

department that meet acceptable standards 

1 2 3 4 5 

Section five: Instrument for Indicating of internal audit factors: 

The following statements refer to possible characteristics of the internal audit which could enhance 

audit quality service. Based on your own experience in auditing.  
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Please circle the number 5 if you feel the factor is very important for high audit quality, circle 1 

if your feelings are less important. 
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5. Instrument for measuring independence on internal audit 

5.1 
Freedom given to internal auditors to access all parts of the 

company 

1 2 3 4 5 

5.2 
Freedom that given to internal auditors to communicate with 

Management 

1 2 3 4 5 

5.3 
The independence of the internal audit department from other 

departments in the organization 

1 2 3 4 5 

5.4 
Freedom given to internal auditors to implement the necessary 

internal audit works/ 

1 2 3 4 5 

5.5 
Internal auditors report the results to the audit committee or the 

board  

1 2 3 4 5 

5.6 
Internal auditors have direct and free channels of 

communication to the external auditor. 

1 2 3 4 5 

Section six: 6. Section 6. Instrument for measuring the board of directors characteristics 

The following statements refer to possible characteristics of the internal audit which could enhance 

audit quality service. Based on your own experience in auditing. Based on your experience to what 

extent do you think that the following board of director and audit committee characteristics and 

responsibilities can improve audit quality Based on your own experience in auditing, Please circle the 

number 5 if you feel the factor is very important for high audit quality, circle 1 if your feelings are 

less. 
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6.1 The board of directors have no relationship with audit firm during the last 

three years 

1 2 3 4 5 

6.2 The directors have control  more than 10% of the company’s capital 1 2 3 4 5 

6.3 The member of the board or his/her relative has not been a partner or 

employee of the audit firms 

1 2 3 4 5 

6.4 The board of directors held positions either as executive or non-executive 

directors in other companies 

1 2 3 4 5 

6.5 Chairman position separated from CEO position (CEO duality) 1 2 3 4 5 

 

6.6 

The members of the board have knowledge of relevant legislation (e.g. 

financial market regulations and corporate governance code) 

1 2 3 4 5 

6.7 The board members of company are professionally qualified with 

financial or accounting expertise 

1 2 3 4 5 

Section seven: Instrument for measuring the board of directors work responsibilities 

The following statements refer to possible characteristics of the internal audit which could enhance 

audit quality service. Based on your own experience in auditing.  
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Please circle the number 5 if you feel the factor is very important for high audit quality, circle 1 

if your feelings are less important. 
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7.1 The members of the board play effective role in selecting, monitoring and 

replacing the audit committee members and external auditor 

1 2 3 4 5 

7.2 The member of the board ensures proper disclosure, monitoring and 

actively communicates with different monitoring bodies inside and 

outside the company 

1 2 3 4 5 

7.3 The member of the board review and ensure the external auditor 

independence 

1 2 3 4 5 

7.4 Board of director sets a disclosure policy that ensure high level of 

transparency 

1 2 3 4 5 

7.5 Board of directors takes necessary actions to ensure compliance with the 

relevant regulations in force 

1 2 3 4 5 

Section eight: Instrument for measuring Audit committee responsibilities 

The following statements refer to possible characteristics of the internal audit which could enhance 

audit quality service. Based on your own experience in auditing.  

Please circle the number 5 if you feel the factor is very important for high audit quality, circle 1 

if your feelings are less important. 

*Based on your experience to what extent do you think that the following board of director and audit 

committee characteristics and responsibilities can improve audit quality Based on your own 

experience in auditing, Please circle the number 5 if you feel the factor is very important for high 

audit quality, circle 1 if your feelings are less. 
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8.1 Audit committee monitors and reviews internal control system 1 2 3 4 5 

8.2 Audit committee reviews and approves company’s financial reports and 

auditor’s report 

1 2 3 4 5 

8.3 Audit committee reviews and approves types and fess of non-audit 

service. 

1 2 3 4 5 

8.4 Audit committee reviews and approves the selection and firing the 

external auditor 

1 2 3 4 5 

8.5 Audit committee communicate with the external auditor on all crucial 

issues that related to audit 

1 2 3 4 5 

8.6 Audit committee discusses and approves scope of audit plan with 

external auditor 

1 2 3 4 5 

8.7 Audit committee discusses and approves the external auditor evaluation 

of control procedures. 

1 2 3 4 5 

8.8 Audit committee reviews the independence of the external auditor 1 2 3 4 5 
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Appendix 2: Qualitative Method-Interview Guide “Interview Questions”:   

* Interview Guide:   

Interview is an instrument of collecting data through formal discussion with the participants 

(Mcnamara, 1999); it is also helpful for getting the story behind the participants’ knowledge and 

experience (Gorden, 1975; Opdenakker, 2006; Bryman and Bell, 2015). The Interview can be 

categorised into three key types which include unstructured, structured and semi- structured interview, 

in this study semi- structured interview was adopted in this study, this type of the interview allow 

collecting data from the participants about their experiences and knowledge.  

The purpose of conducting semi-structured interviews is to understand and analyse how ICGM 

influence the EAQ. Specifically, how internal audit competency, performance, board of director and 

audit committee performance can influence the level of EAQ. These themes are identified based on 

the reviewing literature, research aim and objectives and further refine based on the quantitative 

results. Face to face interview accommodates getting all questions answered and the researcher can 

ask the follow up questions (Sturges and Hanrahan, 2004; Opdenakker, 2006). This kind of interview 

allows improving the response rate and longer interviewing potential and to get better explanations 

required.        

Semi-structured interview allow understanding themes, construct and areas that addressed during the 

interview, the researcher keeps a list of questions to be addressed in the interview known as interview 

guide (Johnson et al., 2010; Colin Robson, 2011; Bryman and Bell, 2015), this kind of the interview 

enable addressing specific areas and themes through the interview (Lewis-Beck et al., 2003). The 

qualitative data allow highlighting the process and ways of how ICGM can improve some aspects of 

audit quality process.  
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Appendix 2: Qualitative Methods-Interview Guide “Interview Questions”: 
Interview question guide for semi-structured interview 

Section one: Introduction   

 Thank you for being willing to take part in an interview in this research. Can I first of all 

assure you that you, will remain completely anonymous and no records of the interview will 

be kept with your name.   

 Also I would like to ask you for permission to record this interview. The main reason behind 

this recording is to have the set of accurate data – your responses and opinions. Also it will 

facilitate the analysis of the data.  

 If you do not have any further question I would like briefly to introduce you to the subject of 

this interview. 

 All questions will be related to the topic entitled “The Relationship between Internal 

Corporate Governance Mechanisms and External Audit Quality: Jordan Evidence”. More 

precisely, this research is not concerned with right or wrong answers, rather it is concerned 

with your perceptions and understanding.  

Section two: Background information: 

I. What is your position/role of the respondent in the audit team: _______;  

ii. Which audit firm are you a member? ___________ 

iii. How many years have you been an external auditor? ____________ 

iv. What are your academic and professional qualifications?  

    * Section three: aims to explore the meaning and construction of audit quality:  

Question 1: According to the quantitative (questionnaire) results, the most important factors for 

improving EAQ is the audit is carried out in accordance with auditing standards, could you please tell 

why do you think that based on your experience?  

Question 2: According to the quantitative (questionnaire) results, the least important factor for 

improving EAQ is the audit firm performs consulting service to the client; could you please tell why 

do you think that based on your experience?   

Question 3: How do you evaluate the quality of the audit service in relation to the governance 

mechanisms, and what are the aspects of external audit quality that can be influenced by ICGM?     

Question 4: Could you please tell me how do you think the following aspects and indicators of audit 

can reflect and improve the quality of audit service? How do these reflect audit quality?  

- The auditor follows the auditing standards in performing the audit service 

- The auditor does sufficient work to obtain sufficient evidence to support an audit opinion 

- The amount of audit fees paid by the client 

- The audit service is conducted by one of the big four audit firms. 

- The audit work undertaken is based primarily on an assessment of the risks associated with the 

client‘s financial statements 

- The audit work is determined by a proper planning process 

- The audit firm conducting the audit has other clients in the industry 

- The auditor demonstrates an appropriate level of challenge to the management of the audit client 

- The auditor is technically competent in terms of using statistical techniques and conducting audit 

tests   

- The auditor is independent 

- The audit is completed in a timely manner 
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- The auditor maintains a high level of documentation in the completed audit files 

- The auditor maintains effective communication and interaction with the audit committee 

- The audit firm that is conducting the audit performs no consulting services for the client 

 *Governance mechanisms establish audit quality:  

- Section four: aims to explore the audit committees work performance and audit quality: 

Perceptions of external auditors  

Question 1: The quantitative (questionnaire) findings illustrated that audit committee play vital role in 

the audit process specifically it is responsibility in terms of discussing and reviewing the external 

auditor report and the external auditor evaluation of control procedures could you describe how do 

you think this role can help in improving the external audit quality? 

Question 2: Could you please tell me based on your experience how the following responsibilities of 

audit committee can improve the quality of external audit process?  

 - Audit committee monitors and reviews internal control system 

- Audit committee reviews and approves company’s financial reports and auditor’s report 

- Audit committee reviews and approves types and fess of non-audit service. 

- Audit committee reviews and approves the selection and firing the external auditor 

- Audit committee communicate with the external auditor on all crucial issues that related to audit 

- Audit committee discusses and approves scope of audit plan with external auditor 

- Audit committee discusses and approves the external auditor evaluation of control procedures.    

- Audit committee reviews the independence of the external auditor 

Question 3: What are the aspects of the quality of external audit process that can be influenced the 

audit committee can improve?  

Question 4: How do you assess the role of the audit committee in improving audit quality process? In 

what ways?  

--Section five: aims to explore the boards of directors’ responsibilities and performance and 

audit quality; perceptions of Jordanian external auditors  

Question 1: The quantitative (questionnaire) findings illustrated that the most important 

responsibilities of board of director are the members of the board play effective role in selecting, 

monitoring and replacing the audit committee members and external auditor and ensure the 

independence of external auditor, based on your experience and knowledge why do you think that role 

is important in improving the quality of audit service?   

Question 2: According to the quantitative (questionnaire) results, there is no significant relationship 

between the composition of board of director and the quality of audit process; could you please tell 

me why do you think that? 

Question 3: Could you please tell me tell me based on your experience how the following 

responsibilities of board of director can improve the quality of external audit process?  

- The members of the board play effective role in selecting, monitoring and replacing the audit 

committee members and external auditor 



 
340 

- The member of the board ensures proper disclosure, monitoring and actively communicates with 

different monitoring bodies inside and outside the company  

- The members of the board review and ensure the external auditor independence  

- Board of director sets a disclosure policy that ensure high level of transparency 

- Board of directors takes necessary actions to ensure compliance with the relevant regulations in 

force 

Question 4: How do you assess the responsibilities of the board of director in improving the quality of 

external audit process? and what are the aspects of the external audit that can be influenced by the 

boards of directors?  

- Section six: aims to explore the Internal audit factors and audit quality: perceptions of 

external auditors 

Question 1: The quantitative findings illustrated that internal audit is important mechanism which can 

improve the quality of audit process; specifically  

Question 2: The work performance of internal audit is the most important factor that effect on EAQ, 

followed by objectivity and competency respectively, could you please tell me why do you think that?  

Question 3: In what ways the internal audit can help you as external auditors in conducting your work 

and what are the aspects of the external audit quality that can be influenced by internal audit factors?   

Question 4: Could you tell me in case you decide to rely on internal audit work what are the 

procedures that you should follow and what are the documents and characteristics that you should fill 

to follow the auditing standards?    

Question 5: The quantitative (questionnaire) findings illustrated that existence of an efficient 

documentation system by the internal audit department that meet acceptable standards and internal 

audit evidences are sufficient are the most important factors could you tell me why do you think this 

role can help in improving the external audit quality? 

 Do you have any other comments about what we have discussed, or about the research as a 

whole? 

 

Interview Duration:                  Thank you very much for your time; I really appreciate your 

contribution.  
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Appendix 3: Informed Consent Form (ICF)  

 

Participant Identification Number:   

Informed Consent Form (ICF) for interview 

Title of study: “The relationship between internal corporate governance mechanisms and 

external audit quality in the Jordanian companies.” 

 

• I have been informed and understand the purposes of the study and I understand that the interview 

will last approximately less one hour. 

• I have the right not to response any of the questions. If I feel painful in any way during 

the interview session, I have the right to withdraw from the interview.  

• I am aware that in order to facilitate the research, the interview will be recorded with a digital voice 

recorder 

• I am informed that completely interview data will be dealt with securely in order to protect 

participant confidentiality. 

• I understand that only the above researcher, Mr. Nashat, and his supervisory team from the 

University of Bedfordshire, will have access to the data that I provide. 

• I have read and understood the topics and statements of this form. I have had all my questions 

answered to my satisfaction, and I voluntarily agree to participate in this study. 

• I have been given a copy of this consent form co-signed by the interviewer. 

• I am aware that the data which collected from me to be used strictly for research purpose only.              

 

Signature of Participant   _______________               Date              ___________                        

   

I confirm that the interviewee has given consent freely. 

Name of Researcher Signature of Researcher     __________   Date     ___________                                  

Finally, I wish to confirm that the information and personal opinion that you provide will be treated as 

absolutely confidential. Please accept in advance my best regards and appreciation for your 

cooperation.  

If you have any concerns or questions about the survey. Please feel free to contact me at on the 

following contact address: 

Researcher information: 

Contact Email: nashat.almasria@study.beds.ac.uk 

Tel : +44(0) 7425968967 

Please tick 

the box 

 

 

Please 

tick the 

box 

 

 

Please 

tick the 

box 

 

 

Please 

tick the 

box 

 

 

Please 

tick the 

box 
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Nashat Almasria 

Research student, University of Bedfordshire, UK 

Appendix 4: Information Sheet for Participants  

                                         Dated:  /   /  

 

Information Sheet for Participants in survey Interview 

1. Invitation  

This study is part of PhD research conduct by Nashat Almasria. I am a PhD research student at the 

Business and Management Research Institute at the University of Bedfordshire, in the UK. I am 

currently in the process of conducting research on accountants' attitudes. The questionnaire, addresses 

one of the study’s research objectives. 

The title of my study is:  “The impact of corporate governance mechanisms on audit quality in the 

Jordanian companies”.  

I would like to invite you to take part in my research, taking part in this research is completely 

voluntary and I would be extremely grateful if you would agree to contribute toward the successful 

outcome of this research. 

Before you decide to participate in this study, it is important to understand why the research is being 

conducted and what it will involve. Please take time to carefully read the following information, 

deciding whether or not you wish to take part. Please do not hesitate to ask if anything is unclear or if 

you would like any further information.  

 

 2. Purpose of the research 

The purpose of this research is to examine the relationship between corporate governance mechanisms 

and audit quality in the Jordanian companies, and examine the auditor’s perception of the effect of 

internal audit competency, characteristics, board of directors, and ownership concentration on AQ. 

This study is part of my doctoral research. 

 

Why have you been requested to participate? 

Eligibility criteria for participating should be as follows: 

You have been asked to participate because you are an external auditor working in Jordanian 

companies. 

Being selected as an interviewee in this study, you should be external auditor working in Jordanian 

companies. 

Therefore, your participation is very important as an experienced person in this area because and you 

represent the external auditors who work in Jordan. 

 

4. Procedures and timescales 

If you decide to participate in this research, you will be provided with the Information Sheet, an 

Informed Consent Form (ICF), and then you will be asked to participate in an interview with the 

researcher, lasting approximately 30 minutes.  

 

5. Benefits of participating in this research  

The outcome of this research will help us to investigate and understand the influence of corporate 

governance on audit quality, Hence, this research generate valuable evidence from Jordan context 

related to the effect of CGM on EAQ as well as this study would offer recommendations that will help 

regulators, professionals and decision makers to improve and reform the system of corporate 



 
343 

governance and auditing standards, which provides sound business environment and economy’s 

growth. 

If you would like to have a copy of the results please let me know through my contact below so that it 

will be sent to you as requisite. This research will give recommendations based on the research 

findings about which mechanisms are really important for high audit quality influence then you can 

apply them in your work. This will improve the audit quality service and corporate governance in 

Jordan. The result arising from this study is depending on your response which could assist 

researchers to understand this relationship which will be valuable to you. Moreover, we hoped that 

this study will enhance our understanding of key mechanisms that improve audit quality.    

6. Risks of taking part in this research 

There are no risks or personal discomfort anticipated from participating in this study. If you feel 

uncomfortable with any of the questions, you can leave out that question or withdraw from the study 

altogether.  

7. How we protect the information confidentiality and anonymity  

Any information you provide will not be shared with anyone outside of the research team. The 

research involves conducting interview which will be documented for later analysis. To address the 

confidentiality the data will be accessible only to the researcher and the supervisors involved. 

Moreover after collecting the data for this study will be directly keyed and secured in hard disk 

device. 

 

8. Ethics approval 

Ethics approval has been sought and acquired from: 

The Research Ethics Committee (REC) at Bedfordshire University, in the UK. 

9. Right to withdraw 

Participation in this study is completely voluntary. You are free to withdraw at any time without 

giving an explanation.  

     10.  Participant responsibilities 

Your participation in this study is voluntary. If you choose to participate, the responsibilities to which 

you will commit are as follows: 

 You will be asked to sign the Informed Consent Form (ICF) 

 Participate in an interview with the researcher, lasting approximately 30 minutes. If you want 

have a copy of the findings please do let me know through my contact below so that it will be 

sent to you as required 

 Contact detail 

 If there are any concerns regarding this research that you would like to discuss further, please 

do not hesitate to contact to   

Researcher information: 

Nashat Almasria 

Research student, University of Bedfordshire, UK 

Contact Email: nashat.almasria@study.beds.ac.uk 

Tel :  962-795608037 

 

 

Dated:  /   /   / 
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Appendix 5: Pre-notification (notice) letter 

Pre-notification letter (First Step before sending PIS and CIF- for the potential respondents of 

the study) 

 

Dear Sir/Madam,  

 

My name is Nashat Ali Almasria and I am a student at Bedfordshire University in the United 

Kingdom. Currently, I am conducting a study about the “Relationship between Internal Corporate 

Governance Mechanisms and External Audit Quality”: Jordan Evidence. This project is under the 

supervision of a supervisory team that includes Dr Jing Di  and Dr Sanawar Choudhury who are both 

located at the Business and Management Research Institute at the University of Bedfordshire 

(website: http://www.beds.ac.uk/research- BMRI)). The ethics approval for this study has been 

granted by the University Research Ethics Committee the University of Bedfordshire, UK. It is hoped 

that our research will both improve understanding of what steps have been taken to enhance audit 

quality and contribute to future policy making in this area. 

The purpose of this research is to investigate the relationship between corporate governance 

mechanisms and audit quality in the Jordanian companies, and what the auditor perception about 

effect of internal audit competency, characteristics, and activities on audit quality. This is part of my 

doctoral research. Hence, participating in this research by giving valuable information based on your 

experience and knowledge help us to understand and investigate the relationship between corporate 

governance mechanisms and audit quality. The attention given to audit quality in recent years may 

have had a particular impact within audit firms where the quality of service provided to clients is 

clearly of great importance. 

The researcher and supervisory team recognise that giving up time to participate in a project like this 

is not easy but the subject of this research is an important topic in the modern business environment 

and we do hope you will be willing to contribute to the study. I am contacting you in connection with 

looking for your permission to your participation in my study as you have been chosen as someone 

from whom we would like to hear. Due to the existing problems with the postal services in Jordan, I 

am writing to inform you that I will not be able to seek the participants’ permission to take part in the 

study, until the time of fieldwork visits. This visit will be taking place at some point in (between 

January 2018 and March 2018).  

Your contribution is extremely important to our effort. In the meantime, if you should have any 

questions or concerns regarding this survey, please do not hesitate to email me at: 

(nashat.almasria@study.beds.ac.uk) 

Thank you for your time so far. We look forward to meeting you.   

Yours faithfully 

Nashat Almasria 

PhD student, University of Bedfordshire, UK 

Contact Email: nashat.almasria@study.beds.ac.uk 
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Appendix 6: BMRI Research Ethical Approval No. 

BMRI/Ethics/Student/2016-17/004 
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Appendix 7: Official letter (A letter asking for help from Philadelphia 

University - Data collection) 
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Appendix 8: The Auditor Report 
To: XXXXXXXX 

- Jordan 

Report on the Audit of the Financial Statements 

Opinion 

We have audited the financial statements of XXXXXXXX (“the Company”), which comprise the 

statement of financial position as at December 31, 2015, and the statement of comprehensive income, 

statement of changes in equity and statement of cash flows for the year then ended,, and notes to the 

financial statements, including a summary of significant accounting policies. 

In our opinion, the accompanying financial statements present fairly, in all material respects, the 

financial position of the Company as at December 31, 2015, and of its financial performance and its 

cash flows for the year then ended in accordance with International Financial Reporting Standards 

(IFRS).  

Basis for Opinion 

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our 

responsibilities under those standards are further described in the Auditors’ Responsibilities for the 

Audit of the Financial Statements section of our report. We are independent of the Company in 

accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for 

Professional Accountants (IESBA Code) together with the ethical requirements that are relevant to 

our audit of the financial statements, and we have fulfilled our other ethical responsibilities in 

accordance with these requirements and the IESBA Code. We believe that the audit evidence we have 

obtained is sufficient and appropriate to provide a basis for our opinion. 

Responsibilities of Management and Those Charged with Governance for the Financial Statements 

Management is responsible for the preparation and fair presentation of the financial statements in 

accordance with IFRS, and for such internal control as management determines is necessary to enable 

the preparation of financial statements that are free from material misstatement, whether due to fraud 

or error.  

In preparing the financial statements, management is responsible for assessing the Company’s ability 

to continue as a going concern, disclosing, as applicable, matters related to going concern and using 

the going concern basis of accounting unless management either intends to liquidate the Company or 

to cease operations, or has no realistic alternative but to do so.  

Those charged with governance are responsible for overseeing the Company’s financial reporting 

process.  

Auditors’ Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 

are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that 

includes our opinion.  
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Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in 

accordance with ISAs will always detect a material misstatement when it exists. Misstatements can 

arise from fraud or error and are considered material if, individually or in the aggregate, they could 

reasonably be expected to influence the economic decisions of users taken on the basis of these 

financial statements. 

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain 

professional skepticism throughout the audit. We also: 

 Identify and assess the risks of material misstatement of the financial statements, whether due to 

fraud or error, design and perform audit procedures responsive to those risks, and obtain audit 

evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not 

detecting a material misstatement resulting from fraud is higher than for one resulting from error, 

as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override 

of internal control. 

 Obtain an understanding of internal control relevant to the audit in order to design audit 

procedures that are appropriate in the circumstances, but not for the purpose of expressing an 

opinion on the effectiveness of the Company’s internal control. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 

estimates and related disclosures made by management.  

 Conclude on the appropriateness of management’s use of the going concern basis of accounting 

and, based on the audit evidence obtained, whether a material uncertainty exists related to events 

or conditions that may cast significant doubt on the Company’s ability to continue as a going 

concern. If we conclude that a material uncertainty exists, we are required to draw attention in our 

auditors’ report to the related disclosures in the financial statements or, if such disclosures are 

inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up 

to the date of our auditors’ report. However, future events or conditions may cause the Company 

to cease to continue as a going concern. 

 Evaluate the overall presentation, structure and content of the financial statements, including the 

disclosures, and whether the financial statements represent the underlying transactions and events 

in a manner that achieves fair presentation. 

We communicate with those charged with governance regarding, among other matters, the planned 

scope and timing of the audit and significant audit findings, including any significant deficiencies in 

internal control that we identify during our audit. 

 

Report on Other Legal and Regulatory Requirements 

The Company has proper accounting records which are, in all material respects, consistent with the 

accompanying financial statements, accordingly, we recommend to approve these financial 

statements.                

Amman: 2 January 2019 

….., Certified Public Accountants 

…………..Auditors 

License #---- 
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