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Abstract

Given the importance of the profes-
sional implications of the general fra-
mework issued by the IAASB in 2013,
a need for further analysis of the most
important dimensions of the audit quali-
ty as suggested by the IAASB emerged.
This research attempted to recognize the
audit quality dimensions proposed by
the general framework, in order to be
able to identify the main determinants
of audit quality proposed by the frame-
work from three different perspectives;
the audit firm perspective, the client pe-
rspective, and the professional practic-
ing environment perspective. Afterwa-
rds the research aimed to tailor a similar
framework that suits the Egyptian envi-
ronment by identifying the professional
dimensions of audit quality in Egypt
based on both; the literature point of vi-
ew and the general framework of 2013
suggestions. A descriptive type of re-
search is conducted, relying on second-
ary data, and a qualitative analysis took
place to end up with a suggested fram-
ework for the Egyptian context along
with a direction to the most important
research areas in the field of audit qu-
ality in Egypt now and in the future.

1. Introduction

The general framework for audit
quality issued by the International Au-
diting and Assurance Standard Board
IAASB is considered to be a unique pr-
ofessional and research project in this
context. Such a framework has profes-
sional dimensions that deserve further
attention in accounting research, as it
identifies the main determinants of au-
dit quality from three different perspec-
tives; the audit firm perspective, the
client perspective, and the professional
practicing environment perspective.
Nevertheless being designed to suit the
international environment, it must have
a kind of generality that needs to be
customized to each country according
to its particular characteristics of the
business environment. Especially in
Egypt, wh-ere the accounting profes-
sion suffers a mis-coordination from
one side and a demand for better audit
services from those dealing in the
Egyptian Securiti-esExchange from the
other side, the re-searchers found it a
must to have the in-itiative to tailor the
General Framework of audit quality of
the IAASB, 2013, to the Egyptian case,
and open the door for future research in
this area in Egypt.

2. Research Objectives
This research aims to study and ana-
lyze the most important dimensions of
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the audit quality framework issued by
IAASB, in addition to proposing a fra-
mework for audit quality dimensions
that fits the Egyptian professional prac-
ticing environment.

3. Research Problem
There is no doubt that the general

framework for audit quality issued by

the IAASB has professional importa-

nce, that can be used as a base in speci-

fying the most important determinants

of audit quality and for future research

in this audit domain. Accordingly this

research will try to answer the follow-

ing questions:

= What are the most important dimen-
sions of the audit quality framework
issued by the IAASB?

= What are the most important deter-
minants of audit quality from the
audit firm perspective, client per-
spective, and professional practicing
environment perspective?

= What are the most important fea-
tures of the suggested framework of
professional dimensions of audit qu-
ality in Egypt?

= What are the most important re-
search areas in the field of audit
guality in Egypt now and in the fu-
ture?

4. Research Importance and

Motivation

By discussing the dimensions of the
audit quality framework and proposing
a framework for audit quality dimensi-
ons tailored to the Egyptian case, the
research is filling a gap in the research
area in this field that focuses on devel-
oping countries and emerging markets.
In addition to the importance of discu-
ssing an important aspect of auditing
service; quality; that should be of con-

cern to those interested in the develop-
ment of the auditing profession. More-
over, the research also has a practical
importance as it aims to modify the di-
mensions of the auditing framework in
order to fit the Egyptian professional
practicing environment. Despite the res-
earch have lots of motives, the most
important of which are: Rarity of acco-
unting research concerned with the ad-
aptation of the IAASB framework to
the Egyptian practicing professional en-
vironment, and using this framework as
a guidance to derive applicable frame-
work for audit quality in Egypt, and
finally, suggesting implications for fu-
ture research in this accounting field in

Egypt.

5. Research Plan and Meth-
odology

To achieve research objectives, and
answer research questions, the research
will follow a descriptive approach to ta-
ckle the problem, depending on secon-
dary data furnished by the General fra-
mework for audit quality issued by the
IAASB 2013, and the relevant literature
review.The research is organized as
follows:

5.1 General framework for audit quality
issued by the IAASB
5.2 General determinants of audit quali-
ty
5.3 Determinants of audit quality relat-
ed to audit firm
5.4 Determinants of audit quality relat-
ed to the auditor
5.5Determinants of audit quality related
to the professional practicing envi-
ronment.
5.6 Features of the proposed framework
to the professional dimensions of
audit quality in Egypt.
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5.1General Framework for Audit
Quality issued by the IAASB
(International Federation of Ac-
countants (IFAC), 2013):

The IAASB specified a general fram-
ework for audit quality that has main
dimensions as follows:

» Audit Quality Framework
Auditors are responsible for provid-

ing a continuous high quality audit pro-
cess that results in issuing an unbiased
audit opinion based on competent and
relevant audit evidence obtained by the
engagement team, through performing
the following:

o Reviewing the values, ethics and di-
rections relevant to performing the
audit process.

o Possessing the sufficient knowledge
and expertise by members of the en-
gagement team who had devoted en-
ough time to perform the audit pro-
cess.

e Applying strict procedures during
performance of the audit process and
quality control.

e |ssuing — a value relevant- report in
an appropriate time.

e Interacting with the different stake-
holders
The framework specifies the main

features that reflects the point of views

of various stakeholders and enhances
the quality of the audit process. Accord-
ingly, this framework aims to:

= Increase awareness of the basic ele-
ments of audit quality.

= Encourage stakeholders to verify the
methods that used to improve audit
quality.

= Simplify the discussion among sta-
keholders about issues related to au-
dit quality.
The framework is applied in audit-

ing of all companies by different audit

firms regardless of their size.

Although the quality of audit is af-
fected by factors such as inputs, out-
puts, main interactions, and the envi-
ronmental factors shown in the audit
quality framework, the audit quality
framework per se is not sufficient to ev-
aluate the quality of each audit process
separately. This is because the auditee
might have some features that specifies
matters that could also affect the quality
of the audit process, for example, na-
ture, time and extent of audit proce-
dures and the sufficiency and relevance
of audit evidence in response to the ma-
terial misstatements found in the finan-
cial statements of the auditee, in addi-
tion to the degree of compliance to re-
lated standards.

The frameworkforauditquality con-
sists of the following elements:

Audit Quality

P

CONTEXT
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a- Inputs: Inputs can be classified in
the following categories:
= Auditors’ values, ethics, and attitu-
des that are affected by the prevalent
culture in the audit firm
= Auditors’ knowledge and expertise
and the time specified for them to
perform the audit process
= Effectiveness of the audit process
and audit quality control procedures.
Audit quality features in each input
category can be classified in accord-
ance to:
= Level of audit engagement
= Level of audit firm, and accordingly,
the level of various audit processes
performed by the audit firm (indirect
method)
= Local level,and accordingly, the lev-
el of different audit firms located in
the same country (indirect method)
Inputs related to the audit quality
are affected by the environment through
which the audit process is performed,
and also by the main interactions betw-
een the various stakeholders and out-
puts of the audit process.

b- Outputs

Outputs are determined in accord-
ance to legislative requirements. The ef-
fect of different stakeholders on the nat-
ure of output also varies. Looking at the
practical reality, the audit report is the
main output for some stakeholders es-
pecially, investors.

c- Main Interactions between sta-

keholders

Stakeholders play a major role in
supporting a high quality financial re-
ports preparation process. The interacti-
on among them affects the desired audit
quality. Such interactions include the
formal and informal communicateons
between them. In addition, they are af-

fected by the environmental factors and
affect the dynamic relationship between
inputs and outputs. For example, dis-
cussions between the auditor and those
responsible for the corporate govern-
ance process during the planning stage
of the audit process affect skills used
(inputs) and the form and content of
audit report by those responsible for
corporate governance (outputs)

d- Theenvironnement(Application
contexte)

It has been made obvious that many
environmental factors affect the quality
of financial reports, among them are;
corporate governance, applied frame-
work for the preparation of financial re-
ports, legislative and regulatory re-
quirements, and the form of main inter-
actions among stakeholders. These fac-
tors also affect audit risk, nature, time
and extent of audit evidence and effi-
ciency of the audit process.

» The effect of main interactions
among the financial reporting
supply chain parties on the qu-
ality of audit:

The financial reporting supply chain
represents the various individuals and
processes involved in the preparation,
analysis, review and usage of financial
reports. In order to prepare high quality
financial reports, there must be a close
communication between the various pa-
rties involved in the supply chain, due
to the vital role for each of those parties
in supporting the quality of the audit
process, as these interactions directly
affect the quality of audit process and
include formal and informal communi-
cations. In addition, the nature and ex-
tent of interactions are also affected by
the objectives of involved parties and
the context through which these interac-
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tions are performed. Interactions related
to audit quality are represented by the

/o

From the preceding diagram, interactions related to audit quality can
be summarized as follows:

a. Interactions between auditors and
management

b. Interactions between auditors and
those responsible for corporate gov-
ernance

c. Interactions between auditors and
users of financial reports

d. Interactions between auditors and
financial market regulators, or those
responsible for the control and su-
pervision of audit firms’ performa-
nce (Profession regulators)

e. Interactions between management
and those in charge for corporate go-
vernance

f. Interactions between management
and financial regulators

g. Interactions between management
and financial statement users

h. Interactions between those in charge
for corporate governance and regu-
lators

Management )
- /’
¥

| Those Charged )

following diagram:

N

i. Interactions between those in charge
for corporate governance and finan-
cial statement users

j. Interactions between profession’s
regulators and financial statements’
users.

5.2 Determinants of audit

quality”

Due to the vital role played by the
audit process in increasing the reliabil-
ity and credibility of accounting infor-
mation and therefore increasing users’
confidence in the content of financial
statements, related professional bodies
and researchers have been much con-
cerned about the verification of the au-
dit quality definition and the identifica-
tion of its determinants in order to
achieve and enhance audit quality. (Al-
Khaddash et al., 2013 and Aobdia et al.,
2015)



Dr.Shehata ElSayed Shehata, Dr. Dina S. Fadaly, A proposed framework to the Professional Dimensions ..

There is a disagreement on the defi-
nition of audit quality; some authors
(Al-Khaddash et al., 2013 Anis,2014)
believe that audit quality refers to the
auditor’s ability to detect and report m-
aterial misstatements in the financial
statements, thus, they conclude that it
consists of two determinants which are;
competence of the auditor and his abil-
ity to detect material misstatements fr-
om one side and auditor’s independence
which determines his readiness to re-
port about the detected material mis-
statements from the other side.

While BahaaEIDin (2008) explained
that audit quality refers to auditor’s co-
mpliance with professional standards,
rules, and code of conduct and accord-
ingly, audit quality refers to auditor’s
ability to detect and report material mi-
sstatements in the financial statements,
in light of his compliance with profes-
sional standards, rules and code of con-
duct.

Whereas (Kilgore et al., 2011; Deng
et al., 2014; and Bills et al 2015) point-
ed out that in order to define audit qual-
ity, its determinants must be identified.
They found out that audit quality de-
terminants relate to planning phase of
the audit process, fieldwork phase, fi-
nalizing the audit process phaseand pr-
eparation of audit report.Bahaa EIDin
(2008) and ElSayed (2012) asserted that
planning the audit process involves lots
of variables that affect the quality of the
audit process such as the timing, risk
assessment and changes in the audit cl-
ient.

BahaaEIDin (2008)suggested that fi-
eldwork phase, finalizing the audit pro-
cess phase and preparation of audit re-
ports depend on many variables that
affect audit quality. The field work de-

pends on quality of the audit program,
finalization of the interim audit work
before end of the year, understanding
client’s business and professional ex-
pertise of the audit team. In addition,
finalizing the audit process depends on
the timing, quality of operations, evalu-
ations of audit team, modification of
time budget, and the requisition of audit
fees.

While Kilgore et al.(2011); Deng et
al,(2014); Bills et al(2015); Svanberg
& Ohman (2015); Ettredgeet al. (2014)
agreed onthe effect of certain determi-
nants related to the audit firm on the
desired quality. Kim and Yi (2009);
Kilgore et al.(2011); Ettredgeet al. (20-
14); Johnstoneet al.(2014); Aobdiaet
al.(2015) also stressed on the effect of
certain determinants related to the audi-
tor and audit team on enhancing audit
quality. Finally, Kim and Yi (2009)and
ElSayed (2012)agreed on the effect of
professional practicing environment on
audit quality.

Based on the above discussion, de-
terminants of audit quality can be clas-
sified in accordance to the level of audit
firm, auditor, and audit team. The fol-
lowing sections are devoted to the illus-
tration and elaboration of each level
separately.

5.3 Determinants of audit qu-

ality related to audit firm

In this context, several researches
explained that those determinants are
represented by size of audit firm, litiga-
tion, reputation, obligatory rotation, pr-
oviding management advisory services,
quality of control procedures over the
audit processes, expertise, extent of re-
sponse to client’s requirements, and in-
dustry specialization(Kilgore et al., 20-
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11; Deng et al., 2014; Bills et al., 2015;
Svanberg & Ohman, 2015; Ettredge et
al.,2014).Bahaa EI Din (2008) also add-
ed to those factors the time budget con-
straints, appropriate pl-anning for audit,
appropriate preparation for audit work-
ing papers and validity and sufficiency
of audit evidence.

By looking to the effect of these de-
terminants on audit quality, Kilgore et
al.(2011); and Al-Khaddash et al. (20-
13) pointed to the positive effect of in-
dustry specialization on audit quality
due to the auditor’s deep knowledge of
the client’s industry and his various op-
erations , which increases the probabil-
ity of detecting material misstatements
in the financial statements, and also
increasing the efficiency and effective-
ness of audit process, which in turn is
positively reflected on the audit quality.

Moreover, many researches agreed
on the positive effect of audit firm size
on audit quality. This have been justi-
fied by the availability of capabilities,
knowledge, skills, training programs,
new technologies in large sized audit fi-
rms, which, in turn, contributes tothe
increase in the efficiency and the effec-
tiveness of performance and consequ-
ently enhances audit quality, as com-
pared to small sized audit firms (Al- Kh-
addashet al., 2013; Deng et al., 20-14;
Bills etal., 2015; Svanberg & Oh-man,
2015; Ettredge et al., 2014).To over-
come these obstacles that limit small
sized audit firm ability to perform the
audit process with the desired audit
quality, Bills et al (2015) suggested that
small sized audit firms should seek m-
embership in audit associations as this
membership would allow them to ac-
cess all the resources needed to perform
their work efficiently and effectively,

which is positively reflected on the qu-
ality of audit work performed by small
sized audit firms.

On the other side, Lennox et al.
(2014); Svanberg& Ohman(2015); Ball
et al.(2015); Kwon et al.(2014); Ban-
dyopadh yayet al. (2014); Elder et al.
(2015) agreed on the positive effect of
obligatory rotation of audit firms on the
quality of the audit process asit is as-
sumed to prevent the possibility of es-
tablishing economic and personal rela-
tionships between the same auditor and
the client after a long period of working
together. This in turn leads to higher
level of auditor’s professional skepti-
cism and thus high confidence by the
investors.

In contrast, Lennox et al(2014) po-
inted that some audit clients prefer ap-
plying the policy of obligatory rotation
of the audit firm, especially when the
auditor issues a modified or adverse au-
dit report and not response to pressures
from the client, which causes the clients
to prefer those audit firms providing
audit services at lower costs regardless
of the quality of these services, which
reflects the negative impact of applying
an obligatory rotation policy by the au-
dit firm on audit quality.

The researcher supports the positive
effect of obligatory rotation policy by
audit firms on quality of the audit pro-
cess. However, he suggests, in order to
limit the opportunistic behavior of ma-
nagement of the audit client and its ten-
dency to present misleading financial
reports through depending on audit
firms below the standards, professional
bodies must issue several legislations
that guarantee the level of services pro-
vided by all audit firms, in addition to
activating legal accountability for audit
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firms when detecting any manipulations
in the financial statements.

In order to verify the effect of pr-
oviding management advisory services
by audit firms to the auditee on audit
quality, Tobias (2013) and Ferguson et
al (2014) pointed to the positive effect
of providing management advisory ser-
vices to the auditee on the level of real-
ized audit quality, due to auditor’s in-
creased knowledge of the nature of au-
ditee business and the possibility of
obtaining more relevant information,
which increases the effectiveness and
efficiency of performing the audit pro-
cess and accordingly enhancing the au-
dit quality.

In contrast to this point of view,
Kwon et al. (2014) and Ashan & Shah-
neaz (2015) realized the negative im-
pact caused by providing advisory ser-
vices on audit quality, as a result of
threatening auditor’s independence and
causing him to become more tolerant to
the firm’ fraudulent behavior inorder
not to lose the fees associated with the-
se services, which in turn could nega-
tively affect the quality of the audit pr-
ocess. The researcher also supports the
negative impact for providing advisory
services on the quality of the audit pro-
Cess.

On the other side, Svanberg & Oh-
man, (2015)advocated that the number
of lawsuits raised against the audit firm
as an indicator for audit quality,as Gh-
osh & Tang, (2015); Svanberg & Oh-
man,(2015) pointed that the susceptibil-
ity of the audit firm to law suits in case
of the intended failure to perform the
audit process, limits the audit firm’s
response to clients’ pressures to main-
tain auditors’ objectivity and independ-
ence, in addition to increasing audit pr-

ocedures used to detect material mis-
statements in the financial statements,
which is positively reflected on the qu-
ality of the audit process.

In addition, Skinner and Srinivasan
(2012) and BahaaEIDin(2008)consider
the reputation of the audit firm as one
of the determinants of audit quality wh-
ich serves as a motivating factor for the
auditor to increase the efficiency and
effectiveness of his performance and so
increases the credibility of financial re-
ports being audited, and developing th-
eaud it service provided, due to audi-
tors’ concern about protecting the audit
firm’s reputation and attracting new
clients, which in turn is reflected on the
bonuses and compensation of auditors.

Based on the previous discussion,
the research summarizes the positive
effect of several determinants related to
audit firm on the quality of the audit
process, the most important of which
are: industry specialization of the audit
firm, increased size of audit firm, com-
mitment to obligatory rotation policy,
limited advisory services provided to
the firm being audited, good reputation
for audit firm and the susceptibility of
audit firms to litigation.

5.4 Determinants of audit qu-
ality related to the audi-

tor and audit team

In this context, Kim & Yi (2009);
Kilgore et al. (2011); Johnstoneet al.
(2014); Aobdiaet al. (2015); Goodwin
& Wu, (2015) pointed to the effect of
several determinants related to the audi-
tor and the audit team on audit quality.
Amongst those determinants, the most
important are found to be; expertise,
knowledge of the nature of client indus-
try, technical and professional qualifi-
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cation, and participation in training
courses. Kim and Yi (2009) added to
the previous factors the possible effect
of behavioral factors, such as practical
honesty, independence, and cooperation
among the audit team, on the audit qu-
ality.

By analyzing the effect of these de-
terminants on audit quality, Kilgore et
al. (2011); Ettredgeet al.(2014); John-
stoneet al.(2014); Aobdiaet al.(2015);
Goodwin  &Wu(2015); Cahan& sun
(2015) had noticed that the presence of
a positive effect for auditors’ and audit
team’s expertise, competence, skills and
knowledge on the quality of the audit
process.

In addition, Anis (2014) and Sarwoko
& Agoes(2014) recognized the presence
of a positive effect for auditor’s inde-
pendence on the quality of the audit
process, which can be attributed to the
increased auditor’s ability tochoose and
apply relevant audit procedures in a
more objective and unbiased manner,
which in turn results in increasing the
probability for detecting material mis-
statements in the financial statements
and accordingly enhancing the audit qu-
ality.

On the other hand, Kilgore et al.
(2011); Sarwoko& Agoes(2014); Elder
et al. (2015); Anis (2014) provided evi-
dence for the positive effect of industry
specialization by the auditor on audit
quality, which can be attributed to his
deep knowledge of the nature of cli-
ent’s business and the various risks that
might face the clients, and so increase
auditor’s ability to specify more rele-
vant audit procedures for detecting ma-
terial misstatements in the financial
statements in addition to increasing au-

ditor’s professional skepticism which is
positively reflected on audit quality.

In addition many researchers re-
ferred to the effect obligatory rotation
of auditors might have on audit quality
(Ball et al., 2015; Lennox et al., 2014;
Kwon etal.,2014;Bandyopadhyayet al.,
2014); Lennox et al.(2014); Elder et
al.(2015);and Ball et al. (2015) had
provided evidence regarding the posi-
tive effect of obligatory rotation policy
on audit quality. On the other hand,
Kwon et al. (2014); and Bandyopadh-
yay et al. (2014) concluded the absence
of any effect for obligatory rotation of
the auditors on audit quality.

Accordingly, based on the previous
discussion, the research concludes that
many determinants related to the audi-
tor and audit team have a positive effect
on audit quality. The most important of
which are educational and practical qu-
alifications of the auditor and members
of the audit team and developing their
several competences and skills, main-
taining auditor’s independence bo-th in
fact and in appearance so that he can
perform his work in an objective and
unbiased manner, the auditor’s deep
knowledge of the nature of client’s in-
dustrial processes and the different op-
erational complexities related to it and
the risks that might affect the client and
finally the obligatory rotation of audi-
tors.

5.5Determinants of audit qu-
ality related to professional

practicing environment

Due to the inability of performing
the audit process in isolation from the
professional practicing environment,
the quality of performing the audit pro-
cess is affected by several environmen-
tal factors. In this context, El Sayed
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(2012) had pointed to the positive effect
associated with the professional practic-
ing environment on audit quality th-
rough specifying the requirements and
conditions that should be satisfied by
the auditor for performing the audit
process, among these factors; the im-
portance of professional qualifications
and the availability of expertise and pr-
ofessional credibility for those perform-
ing the audit process which is repre-
sented by audit team’s required kno-
wledge and being concerned with de-
veloping competencies, training, and
continuous education. This is in addi-
tion to the availability of quality control
and monitoring systems and the im-
portance of compliance to profession’s
standards and code of conduct.

Bills et al (2015) clarified that the
inspection report regarding audit firm’s
performance prepared by the Public Co-
mpany Accounting Oversight Board
PCAOB helps in classifying audit firms
according to the level of achieved audit
quality and also determining the inher-
ent limitations in the audit process for
each audit firm separately and methods
to overcome these limitations, which is
reflected on stakeholders’ perceived au-
dit quality presented by the various au-
dit firms.

The researcher believes that the in-
spection process on audit firms’ per-
formance contributes in increasing the
quality of audit services provided, due
to the threat of failure to perform the
audit process and to achieve the desired
audit quality, whether this failure is
intended; which exposes the audit firm
to litigation accountability; or not in-
tended which negatively impact the au-
dit firm’s reputation and reduces the
number of its clients.

On the other side, Ahmed (2013)
stressed on the effect of legal environ-
ment, through which the audit firm and
the auditee are working, on audit quali-
ty. In a strong legal system, the quality
of the audit process is increased beca-
use of limiting management’s ability to
manage earnings threatened by the risk
of being legally accountable, which in
turn limits material misstatements in the
financial statements. This is in addition
to motivating auditors to perform the
audit process with the desired audit
quality threatened by the failureto per-
form the audit process and being legally
accountable in comparison to weak le-
gal systems. Accordingly, it can be said
that the prevailing economic, political,
and legal systems affects the audit firm
and auditee working environment wh-
ich in turn affects the quality of the au-
dit process.

Researchers also believe in the pos-
sible effect of the nature of the legal
system on the positive effect of several
determinants related to the audit firm
and the auditoron the quality of the au-
dit process, as Salat et al (2010) provid-
ed evidence regarding the negative im-
pact that a weak legal system could en-
hance the positive effect of audit firm
size on audit quality.

5.6 Features of the proposed
framework for professio-
nal dimensions of audit
quality in Egypt:

Analyzing the professional practic-
ing environment in Egypt reveals that
the Egyptian Stock Market -Egyptian
Financial Supervisory Authority at the
present- had taken many decisions to

improve the quality of professional pr-
actice in Egypt. Among these decisions,
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is Decision Number (140) for the year
2006 “Standard for quality control for
individuals and firms that performau-
dits and reviews of financial and histor-
ical information” that aims tocommit
audit firms to comply with the quality
control system to ensure the extent of
compliance with professional standards
and legislative and regulatory require-
ments. Also Decision Number (84) for
the year 2008 related to the establish-
ment of a quality control unit that aims
to verify the extent of compliance with
standards of professional quality, audit-
ing standards, related to ethical and pro-
fessional rules.

In the same vein, the Egyptian Au-
diting Standard Number (220) was is-
sued with the title- Quality Control on
financial and historical information au-
diting process- that corresponds to the
International Standard (ISA No. 220)
that aims to provide the guidance relat-
ed to responsibilities specified for audi-
tors when auditing financial statements,
and also the ethical and behavioral re-
quirements that should be complied wi-
th to ensure the performance of the au-
dit process at the desired quality level.

Due to the importance of quality
control and the necessity to work on
providing reasonable assurance regard-
ing the relevance and sufficiency of
control policies and ensuring their ef-
fective application, the standard had cl-
arified the importance of hiring a revi-
ewer by the auditor for the purpose of
quality control of the engagement, dis-
cussion of significant matters that might
rise during the audit including those
matters that arise during review of qual-
ity control, and not issuing the auditor’s
report before the review is completed.

Based on the previous discussion,
the effect of professional practice envi-
ronment on audit quality depends on
the extent of strength of the control en-
vironment and how it is affected by pr-
evailing cultural factors, and the degree
to which regulatory bodies are conc-
erned with the audit profession and the
enhancement of the quality of this pro-
fession. A strong legal environment al-
so contributes in ensuring compliance
with related accounting and auditing st-
andards and accordingly increasing the
credibility of financial statements and
stakeholders’ confidence especially in-
vestors, and accordingly their reliance
on them when making investors’ deci-
sions in a more rational manner.

The professional dimensions for au-
dit quality relevant to the Egyptian pr-
acticing professional environment can
be categorized in light of the general fr-
amework for audit quality issued by
IAASB, and what has been concluded
by the researcher from analyzing previ-
ous studies as follows:

» Foundations of proposed fra-
mework:

The proposed framework for dimen-
sions of Audit Quality in Egypt is based
on several facts in light of related laws,
regulations and Egyptian literature in
this field. The most important of which
are the absence of a professional bod-
ies that are legally supported in Egypt,
the performance of the Egyptian Finan-
cial Supervisory Authority of some ro-
les in this absent professional organiza-
tion, and the concentration of profes-
sional practice market in Egypt; as 2%
of audit firms own 98% of the audit m-
arket; spread of small sized audit firms
on a large scale, the absence of a merg-
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ing concept between these firms, the
absence of a team work concept in pro-
fessional practice in most of the audit
firms, the weakness of professional de-
velopment programs, the absence of pr-
ofessional and legally accountability
and finally the weakness of accounting
education programs in Egypt.

» Quality Dimensions related to

audit firms in Egypt

It is important to concentrate on in-
dustry specialization and encourage a
merging policy between audit firms,
develop affiliation with large interna-
tional audit firms, support an obligatory
rotation policy for the audit firms, limit
the provision of consulting services that
might threaten the independence, acti-
vate professional and legal accountabil-
ity of audit firms, and finallydividet-
hebig audit firms to main divisions (au-
dit division, tax division, consulting se-
rvices division, and research division).

» Quality Dimensions related to

the Auditor and Audit Team

It is important to make professional
development programs compulsory and
passing an exam that measures the level
of professional knowledge and exper-
tise every three years, enforcing penal-
ties for violating independence, encour-
aging industry specialization, activating
the policy of rotating auditors while
maintaining the policy of rotating audit
firms too, to end with encouraging de-
pendence on information technologya-
nd decision support systems.
» Quality Dimensions related to

professional practice

The experience of inspection of au-
dit firms must be generalized to include
all audit firms, and should not be lim-
ited to those firms registered at the Eg-

yptian Financial Supervisory Authori-
ty.In addition, the development and the
update ofall related professional legisla-
tions and the professional provisions in
economic legislations, besides the com-
pletion of the process of updating audit-
ing standards and professional assuran-
ce in a way that ensures narrowing the
gaps related to quantitative and qualita-
tive standards. And finally, raising the
control bodies concern, especially the
Central Bank of Egypt and the Egyptian
Financial Supervisory Authority, to ex-
ecute professional and financial aware-
ness programs and development of ac-
counting education programs, particu-
larly those programs related to Interna-
tional Financial Reporting Standards
IFRS. Further, the statements issued by
the International Auditing and Assur-
ance Standard Board, especially Inter-
national Statement on Auditing Stand-
ards ISAE. In addition tothe existence
of formal support from the country to
the profession, and the establishment of
a professional mechanism besides legal
and social accountability of the auditor.

6. Research conclusions and
implications for future re-
search in Egypt

The research aimed to study and ana-
lyze the international framework for
audit quality issued by the IAASB and
to analyze the previous foreign and
Egyptian literature concerned with au-
dit quality with the purpose of clarify-
ingthe professional dimensions for au-
dit quality and how they relate to the
Egyptian professional practicing envi-
ronment through the diagnosis of this
environment. The research concluded
that the Egyptian practicing profes-
sional en-vironment reflectsa persis-
tent need to formulate the professional
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dimensions for audit quality. Some of
these dimensions are related to the
auditor and audit team, others are re-
lated to the audit firm and the last cat-
egory is related to the pr-ofessional
practicing environment. The research-
er believes that future accounting re-
search in Egyptin the area of audit
quality should focus on the following
topics:

o The effect of integrating financial re-
porting supply chain parties on the
achievement of audit quality-An ap-
plied study on Egyptian companies
listed in the stock exchange

o The effect of stakeholders’ realization
of audit quality on the ethical compli-
ance and professional behavior of the
auditor with application on the Egyp-
tian professional practicing environ-
ment.

e The effect of audit committee effec-
tiveness on enhancing the quality of
external audit- An applied study on
Egyptian companies listed in the secu-
ritiesExchange.

e The effect of integration between the
internal auditor and the external audi-
tor on limiting earnings management-
An applied study on Egyptian compa-
nies listed in the securities Exchange.

e The effect of interaction between au-
dit committee and auditors on reduc-
ing management’s motivation to co-
mmit fraud with the application on the
Egyptian professional practicing envi-
ronment.

e Determinants of the relationship be-
tween audit firm size and quality of
the audit process- An applied study on
the banking sector

¢ The effect of audit quality on limiting
earnings’ management practices in co-

mpanies listed in the Egyptian securi-
ties Exchange.

o The effect of audit quality on detect-
ing fraud in financial statements of
companies listed in the Egyptian secu-
rities Exchange.

¢ The effect of changing ownership str-
ucture on selecting a quality auditor-
A comparative study between family
and non-family businesses listed in
the Egyptian securities Exchange.

o The effect of auditor’s performance of
management advisory services in Eg-
ypt on the quality of his audit work.

¢ The effect of activating new audit in-
ternational standards, as ISA 700, 701,
705, 706 for the year 2015 on the
quality of audit.

References

1. Al- Khaddash, H., R. Al Nawas, and
A.Ramadan. 2013. Factors affecting
the quality of Auditing: the Case of
Jordanian Commercial Banks.Inter-
national Journal of Business and
Social Science 4(11): 206- 222

. Anis,A. 2014.Auditor Perceptions of
Audit firm Rotation impact on audit
quality in Egypt. Accounting& Tax-
ation 6(1): 105-120.

. Aobdia, D., C. J. Lin, and R. Petac-

chi. 2015. Capital Market Conse-

guences of Audit Partner Quality.

The Accounting Review, forthcom-

ing.

Ashan, M. M., and M. A. Shahneaz.

2015. The Effects of Prohibition of

Non-Audit Services on Audit Quali-

ty and Fees: A Study on Bangladesh.

Research Journal of Finance and

Accounting 6(9): 216-224.

Ball, F., J. Tyler, and P.Wells. 20-

15.1s Audit Quality Impacted by

Auditor Relationships? .Journal of



Dr.Shehata ElSayed Shehata, Dr. Dina S. Fadaly, A proposed framework to the Professional Dimensions ..

Contemporary Accounting & Eco-
nomics 11(2): 166-181.
Bandyopadhyay, S. P., C. Chen, and
Y. Yu. 2014. Mandatory Audit Part-
ner Rotation, Audit Market Concen-
tration, and Audit Quality: Evidence
from China. Advances in Account-
ing 30(1): 18-31.
Bills, K. L., L. M. Cunningham, and
L. A. Myers. 2015. Small Audit Firm
Membership in Associations, Net-
works, and Alliances: Implications
for Audit Quality and Audit Fees.
American Accounting Association
9(2): 29-35.
. Cahan, S. F., and J. Sun.2015.The
Effect of Audit Experience on Audit
Fees and Audit Quality.Journal of
Accounting, Auditing &Finance 30
(1): 78-100.
Deng, M., T. Lu, D. A. Simunic and
M. Ye. 2014. Do Joint Audits Im-
prove or Impair Audit Quality? .Jo-
urnal of Accounting Research 52
(5): 1029-1060.
10.Elder, R.J., S. Lowensohn, and J. L.
Reck. 2015. Audit Firm Rotation,
Auditor Specialization, and Audit
Quality in the Municipal Audit Con-
text.Journalof Governmental& No-
nprofit Accounting 4:73-100.
11.Ettredge, M., E. E. Fuerherm, and C.
Li. 2014.Fee Pressure and Audit
Quality. Accounting, Organizations
and Society 39(4): 247-263.
12.Ferguson, A., G. Pundrish, and A.
Raftery. 2014. Auditor Industry Sp-
ecialization, Service Bundling, and
Partner Effects in a Mining-Dom-
inated City.Journal of Practice &
Theory 33(3):153-180.
13.Ghosh, A .L., and C. Tang. 2015. A-
uditor Resignation and Risk Factors.
Accounting Horizons 29(3): 529-
549.

14.Goodwin, J., and D. Wu. 2015. Wh-
at is the Relationship Between Audit
Partner Busyness and Audit Quali-
ty?.Available at: http://ssrn.com.

15.1SA 220: International Federation of
Accountants (IFAC). 2013. A Fra-
mework for Audit Quality.

16.Johnstone, K. M., C. Li, and S. Luo.
2014. Client-Auditor Supply Chain
Relationships, Audit Quality,and Au-
dit Pricing. Auditing: A Journal of
Practice & Theory 33(4): 119-166.

17.Kilgore, A. R. Radich, and G. Harri-
son. 2011. The Relative Importance
of Audit Quality Attributes. Austral-
ian Accounting Review21(3): 253-
265.

18.Kim, J. B., and C. H. Yi. 2009. Does
Auditor Designation by the Regula-
tory Authority Improve Audit Quali-
ty? Evidence from Korea. Available
at: www.ssrn.com.

19.Kwon, S. Y., Y. Lim, and R. Sim-
nett. 2014. The Effect of Mandatory
Audit Firm Rotation on Audit Quali-
ty and Audit Fees: Empirical Evi-
dence from the Korean Audit Mar-
ket. Auditing: A Journal of Prac-
tice &Theory 33(4): 167-196.

20.Salat, A., M. A. Islam, D. Sharma,
and M. H. Kabir. 2010. Big 4 audi-
tor affiliation and accruals quality in
Bangladesh. Managerial Auditing
Journal 26(2): 161-181.

21.Sarwoko, I., and S. Agoes. 2014. An
empirical analysis of auditor’s in-
dustry specialization, auditor’s inde-
pendence and audit procedures on
audit quality: Evidence from Indo-
nesia. Procardia- Social and Behav-
ioral Sciences 164: 271-281.

22.Skinner, D. J., and S. Srinivasan. 20-
12. Audit Quality and Auditor Repu-
tation: Evidence from Japan. The


http://ssrn.com/
http://www.ssrn.com/

Dr.Shehata ElSayed Shehata, Dr. Dina S. Fadaly, A proposed framework to the Professional Dimensions ..

Accounting Review 87(5): 1737-
1765.

23.Lennox, C. S., X. Wu, and T. Zhang.
2014. Does Mandatory Rotation of
Audit Partners Improve Audit Quali-
ty?.The Accounting Review, 89(5):
1775-1803.

24.Svanberg, J.,and P.Ohman.2015.
Auditors' Identification with Their
Clients: Effects on Audit Quality.
The British Accounting Review 47-
(4): 395-408.

25.Tobias, S. 2013. Non-audit Services
and Audit Quality: Evidence from
Private Firms. European Account-
ing Review 22(2):337-366.

26. Arabic References:

27.Ahmed, Ahmed AbdEIKader (2013)
“ Specifying and ranking the most
important factors affecting audit qu-
ality using AHP and TOPSIS meth-
ods according to credit granting de-
cision makers in Egyptian banks”
Journal of Contemporary Comme-
rcial Research, Faculty of Comme-
rce, Souhag University, Volume 27
No. 1:1-40

28.BahaaEID in, Ibrahim (2008) “A pr-
oposed approach for determining the
variables that affect the measureme-
nt of quality of professional perfor-
mance of external auditing with ap-
plication on audit firms in Egypt”

Commercial Research Journal.
Faculty of Commerce; Alexandria
University. Volume 30 Number
2:149-243
29.Egyptian Financial Supervisory Au-
thority (2006).“Standard for Qual-
ity Control for Individuals and Fi-
rmsthat performs audits and re-
viewsof financial and historical in-
formation”Decision number 140 for
the year 2006. Availableon http://-
WWWw.cma.gov.eg
(2008) “Quality con-
trol on financial and historical au-
dit processes” Egyptian Auditing
Standard No. 220. Available on
http://www.cma.gov.eg
(2008) “Establish-
ing Registered Auditors’ Quality
Control Unit” Decision Number 84
for the year 2008.Available on ht-
tp://lwww.cma.gov.eg
32.ElSayed, Mahmoud Mohamed (20-
12).“The effect of audit firm size
and its registration in auditor’s re-
gister at the Auditors’ register at
the Egyptian Financial Superviso-
ry Authorityonexternalaudit’s qu-
ality; An experimental study.” Ma-
ster Thesis, Accounting and Audit-
ing Department; Faculty of Com-
merce —Alexandria University.

30.

31.



http://www.cma.gov.eg/
http://www.cma.gov.eg/
http://www.cma.gov.eg/

