Quarterly Scientific Journal of Technical and Vocational University
Special Issue 2022, Vol. 19, p. 329-348

Journal homepage: https://karafan.tvu.ac.ir/?lang=en TVU

d-1:10.48301/KSSA.2022.325029.1955

@ Original Research

E-ISSN: 2538-4430
ISSN: 2382-9796

Investigating Barriers to the Development of Joint Audits

in Iran

Hassan Alizadeh!”, Esfandiar Malekianz*”, Yahya Kamyabi3

1 PhD Student, Department of Accounting, Faculty of Economics and Administrative Sciences,
University of Mazandaran, Babolsar, Iran.

2Professor, Department of Accounting, Faculty of Economics and Administrative Sciences,
University of Mazandaran, Babolsar, Iran.

3Associate Professor, Department of Accounting, Faculty of Economics and Administrative
Sciences, University of Mazandaran, Babolsar, Iran.

ARTICLE INFO

ABSTRACT

Received: 02.17.2022
Revised: 05.14.2022
Accepted: 06.06.2022

Keyword:

Joint audit

Barriers to joint audit
development

Audit market issues

Audit quality and independence

*Corresponding Author:
Esfandiar Malekian
Email: e malekian@umz.ac.ir

The joint audit is one of the ways in which governments and regulators
are constantly striving to improve the quality as well as competition in
auditing. The joint audit has been used in many countries for a long
period of time but has not been used in Iran. Although there are legal
mechanisms for joint audits in Iran, its non-implementation by audit
firms is considered in this study. Therefore, the research intends to
examine the causes and obstacles to the lack of development of joint
audits in Iran. A conceptual model and 29 research questions were
designed. A questionnaire was sent to selected members of the IACPA
using the snowball method and 127 responses were received. The
obtained data was analyzed using statistical methods of comparing
means (one-sample and two-sample tests), the Chi-square as well as the
Friedman test. The results indicated that the barriers to joint audits
included the laws governing audit firms, structure and cultural
characteristics of the country, insufficient research and unfamiliarity
with joint auditing, non-coordination of audit firms with each other,
issues related to the audit market and its uncertainty, reluctance and
distrust in the development of private sector auditing and reducing audit
quality and auditor independence. Analysis of respondents’
demographic factors and their attitudes toward joint audit barriers
showed that respondents’ employment factors influenced their
attitudes toward barriers.
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EXTENDED ABSTRACT

Introduction

Knowledge and techniques have undergone many changes in recent years and the
acceleration of globalization has made different countries ready to accept the changes.
Governments and regulatory bodies are continuously investigating and attempting to
increase audit quality and improve competition and choice in the market, and research
results show that joint audit is one of the ways to achieve these goals. A joint audit is the
collaboration of two or more auditing firms to jointly perform an audit and accept full
responsibility for the entire audit and provide a joint audit opinion. Joint audits have been
used in different countries for several years, but despite their legal mechanism, it has been
used less in Iran. The purpose of this research was to explore the reasons for the lack of
development, the consequences of establishment, and the possibility of providing a related
model in Iran.

Methodology

The present research intended to examine the causes and obstacles of the lack of
development of joint audits in Iran. For this purpose, the conceptual model of the research
consisting of 7 components and 29 indicators was extracted by exploring previous studies.
In this research, a questionnaire was used to collect information. The statistical population
of this research consisted of expert members of the IACPA who had sulfficient experience
and knowledge in the subject of the research. Using snowball and purposive sampling, 127
members of the [ACPA were selected as the sample population. Excel and SPSS software
were used for data analysis. The collected data through questionnaires were analyzed using
statistical methods of comparing means (one-sample and two-sample tests) and Chi-square
as well as the Friedman test.

Results and discussion

The research results indicated that the laws governing audit firms, the structure and
cultural characteristics of the country, insufficient research, unfamiliarity with joint audits,
lack of coordination between audit firms, issues related to the uncertainty of the auditing
market, lack of trust in the development of the private audit sector and reduction of audit
quality and auditor independence were obstacles to joint audit development. Analysis of
respondents’ demographic factors in relation to their attitudes towards joint audit barriers
showed that respondents' employment factors influenced their attitudes towards barriers.

Conclusion

In the present research, law problems were identified as the highest obstacles to the
development and continuation of joint audits. Based on the results of this research, part of
the law problems was related to the lack of incentives and requirements for conducting joint
audits by companies and the mandatory handing over of audit contracts to government and
quasi-government auditors. In addition, the respondents’ concern about the lack of clear
laws regarding the quality monitoring of firms' performance and its effect on society's
mistrust of joint auditing and its continuation was another problematic aspect of auditlaws.
Cultural issues were also identified as one of the most important obstacles to joint audit
development. The difference in the goals and programs of audit firms, as well as the lack of
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teamwork spirit, were among the cultural obstacle subsets. Some researchers refer to the
lack of team spirit as a type of social disease that should be thought about.

The lack of studies as the third obstacle to the underdevelopment of joint audits shows
that it is necessary for the custodian institutions, including the IACPA, to pay greater
attention to issues such as teamwork culture and organizational culture. Studies on
increasing the capabilities and scale of audit firms, particularly in the field of joint auditing,
are a necessity that has not been given sufficient attention.

The market factor is the next variable that was identified by the respondents as one of
the obstacles to the development of joint audits. The lack of acceptance and support of some
large governmental and non-governmental audit firms were among the obstacles identified
as the most important obstacles in this sector according to the respondents.

The distribution of income between private and non-private auditors in Iran indicates
concentration in the audit market. Opinion shopping is one of the problems of market
concentration of audit firms that can reduce the quality of auditing. Studies have shown that
some clients, in terms of the auditor's alignment with their opinions, tend to audit firms that
have more bargaining power and can apply their opinions. Decentralization of the audit
market in favor of smaller audit firms is one of the goals of joint audit establishment and has
a significant impact on reducing the possibility of opinion shopping or biased confirmation.

Lack of trust in the development of audits in the private sector is another variable that
the respondents identified as one of the obstacles to the development of joint audits. The
small share of private audit firms in Iran's mostly state-owned economy indicates a lack of
confidence in the development of audits in the private sector, which requires investigation
in future studies. Perhaps through the establishment of joint auditing and its effects on
improving the quality of auditing, it is possible to increase the trust of society towards the
private sector.

In this research, some negative aspects of joint audits that might affect the quality and
independence of auditing were surveyed as part of the possible obstacles to the
development of joint auditing and were identified as the last level of obstacles.

The poor performance of an audit firm and its coverage by another audit firm (free
riding) and the tendency of the audit firm to issue a biased certificate in order to attract the
client's good opinion and gain more market share in the future are among the issues that
the respondents were worried about.
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