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Abstract

This study aims to examine (1) the association between the chief executive officer tenure and audit quality, (2) the relationship between chief 
executive officer duality and audit quality, (3) the association between board independence and audit quality, (4) the relationship between 
board size and audit quality, and (5) the role of controlling variables (client size, leverage debt, and business complexity) in controlling these 
relationships. The research sample includes 325 financial reports from manufacturing firms listed in Amman Stock exchange over the 2014-
2018 period. The study relationships are tested by using logistic regression. The results revealed a negative relationship, but not significant 
between CEO tenure and independent directors with audit quality. In addition, the results showed there is a negative effect of CEO duality 
on audit quality; also the results revealed that there is a statistically significant effect on the board of directors (board size) on the AQ. In 
general, the coefficient estimates of controlling variables show that client size and leverage debt positively affect audit quality, and on the 
contrary, business complexity has an insignificant positive relationship with audit quality. The summary of the study findings play an active 
role to external auditor opinion on business practice in towered the corporate governance system.

Keywords: Audit Quality, Corporate Governance, Chief Executive Officer Tenure, Chief Executive Officer Duality, Board Independence, 
Board Size
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Oladejo et al., 2020). According to the researchers’ 
knowledge, this study is the first in Jordan about the 
effect of chief executive officer tenure, chief executive 
officer duality, board independence, and board size on 
audit quality. This study responds to the scandals in the 
many public shareholding companies in Jordan because 
the failure of the opinion issued by external auditors 
about these companies (Alzoubi, 2016). This study was 
conducted on Jordanian manufacturing companies based 
on many recommendations from former studies on audit 
quality (Carcello et al., 2011).  

As earlier literature suggests that high audit quality will 
enhance the confidence of investors in the financial reporting 
issued by external auditors (Oladejo et al., 2020). Habib et 
al. (2019) confirmed that empirical evidence is lacking and 
unclear of the nature of the relationship between corporate 
governance and audit quality. The demand for audit quality 
has been emphasized considering the corporate scandals 
caused by a failure of audit service (Niskanen et al., 2011). 
This phenomenon (collapse of economic and financial distress 
in many companies because audit fail) was appeared in the 
western countries, Russia, and in Latin America in the 1990s 
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1. Introduction

The recent audit studies suggest that conducting more 
research about the corporate governance and audit quality 
(Shan, 2014; Zaman et al., 2011; Beisland, 2015; Amir, 
2017; Garrow, 2018) will positively reflect on investments 
in Jordan by the financial report quality improve and inspire 
investors to invest in the Jordanian companies (Alzoubi, 
2016; Al-Farah & Al Shaar, 2015).

Additionally, many developed countries conducted 
research related to audit quality (Hoos & Lesage, 2018; 
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(Karaibrahimoglu, 2013; Shan, 2014; Anafiah, 2017). Also, we 
saw the same case (financial collapses) in the USA especially 
in 2001 (Adeyemi et al., 2012; Soliman & Abdel Salam, 2013; 
Oladejo & Yinus, 2020). Confirmation of that, Abdullah et al. 
(2016) showed there were many companies that had failed 
due to the fall of audit in many corporations in the world. As 
the result of audit failure and existence of business crisis the 
world goes to encourage the researchers and policymakers to 
seek the act for resolve the problem, in addition to the interests 
also by investors and professionals in that, many from them 
focusing on the corporate government for find solution to 
improve audit quality for increase the users’ confidence in 
financial reports (Karaibrahimoglu, 2013). Furthermore, 
many reasons were appeared about impair of financial reports 
quality due to system deteriorates in corporate governance and 
failure of audit (Adeyemi et al., 2012).  

Jordanian economy is suffering from financial distress 
because the failure of many of companies; the main reason 
was an audit in Jordan where the external auditor issued a 
clean report, but next day the company failed. There is no 
warning by an external auditor in Jordan about companies’ 
bad health (Marashdeh, 2014; Almomani, 2015, Alzoubi, 
2016). Therefore, this study examines the effect of corporate 
governance (chief executive officer tenure, chief executive 
officer duality, board independence, and board size) on 
audit quality in Jordan to help policymakers to improve the 
professional audit. Due to some audit firms’ non-commitment 
to due professional care the public shareholding companies 
lost about 40% of their capital because there is no early 
warning about the financial distress and information to most 
investors abroad (Acito, 2015; Abu Qa’dan & Suwaidan, 
2019). Therefore, external auditors play an active role in 
the corporate governance system (Knechel, 2016). This 
study relied on prior research to design a framework about 
variables regarding Jordanian manufacturing companies. 
Other studies confirmed that the auditors were answerable 
for being unable the detect of materiality errors or unable in 
the execution of the audit practice, and as a result of well-
known cheats in the business world and failures of audit 
make policymakers interested to improve quality of audit 
for getting fit role to the auditor for control on managerial 
procedures (Christensen, 2015).

2.  Literature Review and Hypotheses 
Development

2.1.  Agency Theory and The Relationship Between 
Board of Directors and CEO with Audit 
Quality 

This study is based on agency theory, which explained the 
relationship between the shareholders and managers (Bosse, 
2016), how corporate governance and audit come in to 

manage this relationship, and how audit quality can be used 
as an affirmation on corporate governance as a solution of 
agency conflicts and information irregularity. Likewise, the 
literature on audit showed the importance of agency theory 
to show the value of external auditor work (Watkins et al., 
2004). Consequently, this study used agency theory because 
there are accounting dimensions of corporate governance to 
improve the control level and prevent management fraud to 
forget high audit quality to protect the stakeholders’ interests 
(Knechel, 2016). The external auditor’s independence is 
vital to examine the financial information reliability and 
confirm fairly by the management (Victoria Adekanye, 
2019; Cohen & Wright, 2017). Additionally, this study 
examined the audit quality as an essential requirement for 
agency problem solution because agency theory provides a 
direct relationship between audit quality and dimensions of 
corporate governance.

According to Makni, et al. (2012), corporate governance 
has different responsibilities such as tasks between internal 
audit and external audit, so the quality of external audit is 
necessary to develop the corporate governance quality 
(Oladejo et al., 2020). However, external and internal audits 
are playing a vital role in monitoring the financial reporting 
system (Beisland et al., 2015). 

2.2.  Interactions Between Auditing and CEO and 
Board 

Because of agency costs, Watts and Zimmerman (1986) 
emphasized the necessity to solve the interest conflict 
between shareholders and managers through governance 
instruments, which appear through all the CEOs and boards. 
The researcher sees that the CEO and board of corporate 
governance and audit quality required a proper solution to 
economic crises due to the failure of companies and due to 
weak trust in auditor’s report, which negatively affect most 
of the world markets. This study focuses on increasing the 
shareholders confidence in financial reports issued by an 
external auditor (Ben-Hassoun, 2018; Kwon, 2018).

The Jordanian economy is facing financial problems due 
to the financial corruption and collapse of many companies, 
due to management cheating and weakness. For these reasons 
the investors are losing confidence in management activities 
because the weakness in external auditors reports. This 
problem was confirmed by Holt and Eccles (2003), which 
leads to discouraging most investors to invest in Jordanian 
companies (Dwekat et al., 2018; Karaibrahimoglu, 2013). 

2.3. Hypothesis Development 

The literature on corporate governance examines the 
association between dimensions of corporate governance 
(CEO and board) and audit quality (Chizema et al., 2015; 
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Ben-Hassoun, 2018). This literature on corporate governance 
indicates that audit committee and directors board became a 
vital part from the system of corporate governance; those 
researchers recommend the effective boards performance as 
these boards play a critical role in processes of managing and 
controlling, also director’s board plays a significant role in 
decision-making (Alzeban, 2015; Chizema et al., 2015; Levit 
& Malenko, 2016). Khalil and Ozkan (2016) asserted there is 
a positive relationship between directors’ board effectiveness 
and audit quality; this indicates the effectiveness of board of 
directors is effective for protecting the owners’ interest. For 
formulating the study hypotheses, the researchers depend 
on agency theory and empirical evidence to examine the 
effects of independent variables on the dependent variable 
(audit quality). Low quality of audit might lead to impair the 
quality of the financial report (Pham et al., 2020). Thus, the 
researcher developed the following hypotheses.

2.3.1.  The Tenure Period of Chief Executive Officer 
(CEO) 

The literature on corporate governance discusses the 
importance of the tenure period of the CEO mainly regarding 
the companies’ financial performance (Baatwah et al., 2015; 
Du, 2019; Hoang et al., 2020). Similarly, previous studies 
underlined the positive relationship between CEO tenure 
and quality of auditor report; this meaning the increase in 
CEO tenure lead to the high quality of auditor report. In 
addition, the length of a CEO tenure impacts on the fraud 
in financial statements (Baatwah et al., 2015; Zhang & 
Wiersema, 2009). A study conducted by Luo, Kanuri, and 
Andrews (2014) confirmed that the longer period of a CEO 
tenure can allow connection with company achievements. In 
that case, Francis et al. (2008) showed a positive relationship 
between the quality of financial reporting and CEO tenure. 
This reality refers to the CEO who struggles to construct his 
or her reputation with time, and safeguard this reputation 
through high quality of the financial reporting process. Other 
research asserts that the increase in CEO tenure will lead to 
an increase of knowledge with the company and its process 
of financial reporting (Baatwah, 2015; Katmon & Farooque, 
2017). Furthermore, Hazarika et al. (2012) found a negative 
relationship between earning management and CEO tenure, 
therefore the CEO will be mindful of the company practices 
to avoid misstatement or fraud because of the reputations of 
CEO is connected with the company (Abdullah et al., 2016). 

Indeed, Zhang and Wiersema (2009) showed that 
the tenure leads to improve knowledge of the CEO in the 
company and increases skills in practical experience in 
accounting systems and financial operation; these skills will 
improve CEO’s capability to determine misreported financial 
information and avoid any irregular activities. Besides, 
they suggested that CEO tenure helps the external auditor 

to provide financial reporting of high quality. According to 
the above findings, the following non-directional hypothesis 
was formulated:

H1: There is statistically significant effect of the CEO 
tenure period on audit quality in the listed manufacturing 
firms in Jordan.

2.3.2. Role of CEO Duality and Audit Quality

Agency theory expects that CEO duality reinforces 
the CEO’s power to support their own interest rather than 
the owner’s interest, and will seize the authority of other 
directors, thus weakening the board (Baatwah et al., 2015). 
Fama and Jensen (1983) showed that his result was due 
to combining the control decision with the management 
decision. Another study shows that some directors are 
incapable of emphasizing practices and performance of the 
CEO (Dalton & Dalton, 2010). In contrast, the stewardship 
theory states that the CEO duality positively effects company 
performance. In this respect, Makni et al. (2012) showed 
that the separation between CEO and chairperson will avoid 
the conflict of interest and improve the control level. Wan 
and Ong (2005) confirm that the performance of the board 
depends on the top position role, for example, the chairman in 
management. Sometimes the same person occupies the dual 
position of chairperson and CEO in some firms. However, 
it is better to have a separation between the chief executive 
officer (CEO), who runs the daily activities of the firm, 
and the chairperson, who heads meetings of board to avoid 
conflicts of interest. The argument of separation between 
them is confirmed by research as the combination between 
them will lead to lower audit quality (Oladejo et al., 2020). 
Nonetheless, some studies found there is no significant 
relationship between audit quality and CEO duality (Harjoto, 
2015). Consequently, depending on previous discussion, the 
following hypothesis was formulated:

H2: There is a significant influence of the CEO duality 
role on audit quality in the listed manufacturing firms in 
Jordan.

2.3.3. Board Independence and Audit Quality

Many studies confirm when the board independent 
is combined with board structure it will increase the level 
of the board in monitoring (Bettinelli, 2011; Adeymi & 
Udofia, 2015; Jizi & Nehme, 2018). Consequently, corporate 
governance suggests knowledge, the experience of outside 
directors, and their independence from the management, are 
essential for the role of monitoring (Fama & Jensen, 1983; 
Khalil & Ozkan, (2016). Carcello et al. (2011) indicated that 
outside directors have more impact with high audit quality 
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than executive directors because the executive directors 
are facing more conflicts of interest. Oladejo et al. (2020) 
point out the independent directors in the board required 
higher audit quality for the effective monitoring of corporate 
management and, in this respect, this study showed there 
exists a positive relationship between audit quality and 
directors’ independent Because of audit quality importance, 
Karaibrahimoglu (2013) confirms that there is a positive 
relationship between directors’ independent and audit quality 
and board decision. Moreover, Fama and Jensen (1983) 
asserted that the independence of directors combined with 
the company board will lead to effective monitoring of the 
firm. In contrast, Makni et al. (2012) found no relationship 
between audit quality and independent board. In fact, a large 
number of independent directors may decrease the demand 
for an external audit because of enhanced monitoring by the 
board (Cerasela et al., 2013; Jiraporn et al., 2018). According 
to the above discussion, the following hypothesis was 
formulated: 

H3: There is a statistically significant influence of board 
independence on audit quality in the listed manufacturing 
firms in Jordan.

2.3.4. Board Size and Audit Quality

The corporate governance literature examined the roles 
of board size of companies, since previous studies offered 
mixed findings for the role of board size. Some previous 
studies propose that a big board size is linked with various 
perceptions, which relates to human resources available in 
the meeting room (Minichilli et al., 2012; Mustafa et al., 
2018). The arrival of human capital leads to providing the 
board with diverse perceptions, skills, and ideas, which 
help in discussions and improve the decision quality (Khalil 
& Ozkan, 2016). Makni et al. (2012) found a significant 
positive relationship between audit quality and board size. 
In reality, some studies show that some firm-appointed 
variables determine the board size like the size of firm and 
profitability (Elsayed, 2011; Khudhair et al., 2019). Wintoki 
(2007) showed that the performance of company negatively 
affects the size of the board; to check this, the researcher 
used a comprehensive technique of moment’s estimator that 
allows board size to regulate the previous performance that 
there is no relationship between the size of the board and 
company performance. Coles et al. (2008) noted that the size 
of the board affects positively large companies, consequently, 
the large board size may be maximizing companies’ 
outcomes. Previous studies showed that the minimal board 
size will lead to more efficient communication and prevent 
communication failure; this will make for better decision-
making and make the monitoring of companies financial 
reporting more efficient (Abbott et al., 2012; Chintrakarn 

et al., 2017). Depending on this discussion, the following 
hypothesis is formulated:  

H4: There is a significant relationship between board 
size and audit quality in the listed manufacturing firms in 
Jordan.

3. Research Methodology and Design

The methodology in this study depended on panel data 
gathered with time series for five years from 2014 to 2018 
in 65 Jordanian manufacturing companies listed in Amman 
Stock Exchange. The researchers used logistic regression for 
testing the hypotheses and collinearity (multicollinearity) 
among the independent variables to check high correlation 
among them. Also, the study used the regression model 
to examine the association between IVs and DV. The 
data collected were from the annual financial reports of 
manufacturing companies listed in Amman stock exchange 
totaling 325 observations.

3.1. Logistic Regression Model 

This model is used to test the relationship between IVs 
and DV, formulated as followed: 

AQ(AFS) AQ(AFS) = 
�a + b1 BO_INDi,t + b2 BO_Si,t + b3 CEO_Di,t + b4 CEO_Ti,t 

     + b5 F_LEi,t + b6 C_Si,t+ b7 B_COi,t+ ei,t

Note: Consistent with prior studies and internal 
classification, Big Four audit firms in this research study 
are Ernst & Young, KPMG, Deloitte Touche Tohmatsu, and 
PricewaterhouseCoopers (PWC).

AFS= the AQ is binary variable coded (1) when the 
company is audited by one of the Big Four audit firms And 
zero (0) otherwise. 

BO_INDi,t BO_INDi,t = The percentage of non-executive 
directors on the board of directors.

BO_Si,t BO_Si,t = Total number of years of directors on 
the board.   

CEO_Di,t CEO_Di,t = A dummy variable, which equals 1 
if the CEO is the chairman of the board, and 0 otherwise.  

CEO_Ti,t CEO_Ti,t = The number of years the current 
CEO holds this position. 

F_LEi,t F_LEi,t = Measured by using this equation (total 
debts divided by total assets) (Control variable)

C_Si,t C_Si,t = Measured by the total assets owned by the 
company (Control variable)    

c = Sum of inventory and accounts receivable divided 
total assets (Control variable)  

ei,t ei,t  = Error terms 
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3.2.  Sample of the Study and Variables 
Measurements 

The researchers used quantitative methods. The financial 
reports issued by the Jordanian Manufacture companies 
listed in the Amman Stock Exchange are the sample to this 
research, consisting of  325 financial reports for five years 
from 2014 for 2018 issued by 65 companies. 

3.2.1. Measuring the Independent and Control Variables  

The researchers utilize the following measurements 
according to the previous studies:  

•  Board independence; many researchers measured this 
variable by using the percentage of non-executive 
directors (outside directors) on the board of directors 
(Oladejo et al., 2020; Almasria, 2018). This variable is 
measured by the percentage of non-executive members 
in the board of directors.

•  Board size; according to Karaibrahimoglu (2013) and 
Beisland et al. (2015), this variable is measured by the 
total number of directors on the board. 

•  CEO duality; previous studies confirmed that the 
measure of this variable was by using a dummy variable, 
1 if the CEO is the chairman of the board, and 0 if the 
CEO is not the chairman of the board (Dwekat et al., 
2018; Gaur et al., 2015). 

•  CEO turnover; (tenure period of chief executive officer), 
for measuring this variable, the researcher search in 
financial reports issued by manufacturing companies 
in Jordan for the information about the dates of CEO 
change announcements. This approach is used by Goyal 
and Park (2002) who located the CEO turnover sample 
from CEO history report.

This research uses some control variables consistent with 
prior studies, since these variables are likely to impact on 
findings and the relationship between CGM and AQ because 
some control variables affect the level of AQ. The key reason 
for using control variables is to avoid biases in estimating 
AQ, because these variables control any omitted variable 
biases. Simunic and Stein (1987) highlight that leverage 
influence external audit work, therefore, selecting control 
variables was to control leverage, client size, and complexity.  

3.2.2.  Measuring the Dependent Variable (Audit 
Quality)

The measure of audit quality still faces a lack of 
unanimity among researchers. Many studies used audit firms 
(Big Four/Non-Big Four) as a representative for audit quality 
(Hoseinbeglou et al., 2013). Consequently, the measure of 
this concept relies on numerous elements like audit firm size 
(Azibi & Rajhi, 2013). Other studies measured audit quality 
by the reputation of auditors (Badiei et al., 2019; Makni et 
al., 2012). Furthermore, Nwobodo (2017) investigated audit 
quality by using auditor’s specialization. In reality, previous 
studies measured the audit quality with many approaches 
such as estimated discretionary accruals, auditor’s opinion 
about companies’ going concern, and non-audit fees.  Other 
studies used auditor’s independence, auditor’s competence, 
auditor’s experience, and professional due care to measure 
audit quality (Alqudah et al., 2019). According to the above 
discussion, this study measured audit quality with audit 
firm size by using dummy variable: 0 if the manufacturing 
company in Jordan audited its financial statements by using 
Non-Big Four or 1 if the audit firm is a Big Four.

Table 1: Descriptive finding

CEO_D CEO_T BO_S BO_IND B_CO C_S F_LE

N (Valid)
325 325 325 325 325 325 325

Mean .34 7.61 8.21 .078 .37 64523269 .40
Median .00 6.00 7.00 .8100
Std. Deviation .475 5.421 2.242 .2071 .27 183920755 .24
Minimum 0 1 5 .17 .02 1192383 .05
Maximum 1 23 13 .68 4 121146600 1.97

Observed
Audit firm size

Number of firms Percentage

Step 0
Audit firm size

No-big four 182
143

56%
Big four 44%

Overall Percentage 100
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4. Results and Discussion

4.1. Descriptive Analysis 

Table 1 presents descriptive statistics for the observations 
including standard deviation, median minimum, and 
maximum and means value of all variables. According to 
the findings, 44% of sample companies were audited by Big 
Four audit firms, 56% of them were audited by Non- Big 
Four auditors. 

According to the findings, the number of observations 
was 325 from financial reports. The value of board size 
is between 5.00 and 13.00, indicating that the sample 
companies have on average eight members on the board. This 
is consistent with the Jordanian code, which recommends a 
minimum board size of five and a maximum of 13 members. 
On the other hand, the percentage of the board independence 
(outside directors) came between 0.17 and .68, and the 
average was 0.078. This result indicates that some of the 
manufacturing companies listed in Amman Stock Exchange 

are completely independent from the executive group; also 
this result confirmed that most boards came under the control 
of the non-executive team.

 4.2. Correlation among Independent Variables

Correlation analysis is performed to investigate the 
correlation between CEO and board and AQ; the correlation 
coefficients for the variables of research in the following 
table No (2).

Table 2 explains the correlation findings for the 
research variables. As recommended by Hair et al. (2006) 
the Pearson’s R coefficient between each pair of variables 
should not go beyond 0.80, otherwise, a coefficient with 
value in excess of 0.80 may demonstrate multicollinearity 
issues. According to the results of Pearson’s correlation 
there is no high value of more than .80, which means the 
absence of multicollinearity issues between the independent 
variables. 

Table 2: Correlation coefficients between the variables of the study

Variable name 
Pearson 

correlation 
coefficients

BO_Si,t 
BO_Si,t 

BO_INDi,t 
BO_INDi,t 

CEO_Di,t 
CEO_Di,t

CEO_Ti,t F_LEi,t 
B_COi,t 
B_COi,t

C_Si,t 
C_Si,t 

BO_Si,t BO_Si,t 

Pearson 
Correlation 1.00

Sig. 0.55

BO_INDi,t BO_INDi,t 

Pearson 
Correlation 0.03

1.00
Sig. 0.54

CEO_Di,t CEO_Di,t

Pearson 
Correlation 0.07 0.17**

1.00
Sig. 0.21 0.00

CEO_Ti,t

Pearson 
Correlation 0.02 0.07 0.03

1.00
Sig. 0.72 0.24 0.60

F_LEi,t 

Pearson 
Correlation 0.21** 0.01 0.04 0.01

1.00
Sig. 0.00 0.76 0.45 0.93

B_COi,t B_COi,t

Pearson 
Correlation 0.08 0.09 0.03 0.05 -0.13

1.00
Sig. 0.17 0.11 0.59 0.40 0.01

C_Si,t C_Si,t 

Pearson 
Correlation 0.24** 0.15** 0.15**- 0.13* 0.10- 0.12*

1.00
Sig. 0.00 0.01 0.01 0.02 0.07 0.03

Notes: n=325 firm-year observations. 

There is no high multicollinearity between variables 

** Correlation is significant at the 0.01 level (2-tailed) 

* Correlation is significant at the 0.05 level (2-tailed).  
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The multivariate regression model was controlled for 
firm size, leverage debt, and business complexity. The 
coefficient estimates of controlling variables show that client 
size positively affects audit quality (audit firm size). Also, 
the leverage debt has a significant positive relationship with 
audit firm size; on the other hand, business complexity has 
an insignificant positive relationship with choosing an audit 
firm size like  Big Four. This model has been used to examine 
empirical data about the relationship between the CEO and 
board and AQ. Thus, theoretically, for the efficiency of the 
financial reporting system and to diminish agency problems 
in the firm, a request for a higher audit quality is predicted in 
terms of hiring a Big Four or non-Big Four firm. Practically, 
the level of the control of the company is influenced by 
different bodies inside and outside the companies, such as 
the board of directors and CEO, which include the external 
auditor and regulators. 

The results show that the logistic regression models, 
which are the multiple binary logistic regression with audit 
quality measured by audit firm size non-Big Four and Big 
Four, as a dependent variable, illustrate company level of 
internal corporate governance (CEO and board) and control 
variables in the model explain 38% of Big Four auditor 
choice. This study used inferential statistics to examine 
the relationship between CEO and board and AQ and to 
generalize the findings from the selected sample to the whole 
population. 

As showed in the table, the effect is statistically 
significant at the significance level α≤ 0.05 to the board of 
directors (board size) on the AQ in listed manufacturing firms 
in Jordan, as the value of the overall correlation coefficient 

(R) (0.61) indicating the degree of function correlation 
statistically between independent variables of the dependent 
variable. The value R-square, 0.38, is statistically significant 
and explains the ability of independent variables to impact 
the dependent variable. The test value (Chi-square) (96.138) 
in terms of statistical (0.00), a statistically significant 
value at the significance level (α≤ 0.05), which shows that 
there is variation in the ability of independent variables in 
influencing the dependent variable, which already accepts 
the major premise.

The independent directors had a negative relationship, 
but was not significant with AQ. The value of estimated 
parameters was -.432. The coefficient of CEO duality -.095, 
significant at the 10% level, implying that the presence of 
CEO duality decreases the demand for Big Four auditor 
choice by .095. CEO duality leads a power concentration 
and this power concentration and the overlapping of the 
management and controlling roles are more likely to lead to 
existing agency problems. For the effectiveness of financial 
reporting audit and to mitigate problems of agency, it is 
expected there is a demand for a higher quality audit in terms 
of industry specialist auditors. This is consistent with the 
study by Mitra et al. (2007) and Rahman (2019) who found 
that audit quality was negatively related to CEO duality. 
Results for CEO tenure showed a negative relationship, but 
it was not significant with audit quality. The CEO Chairman 
showed a negative relationship with audit quality. 

5. Conclusion and Further Research

The purpose of this research is to examine the role of 
the corporate governance system in auditing quality. The 

 Table 3: Summary of the results of the Logistic regression of CEO and Board on audit quality proxy (audit firm size)-

Variables in the Equation
Logistic model  Variables Coefficients β S.E. Wald Df Sig. Exp(B)
CEO_Ti,t -.002 .027 .004 1 .071* .998
CEO_Di,t CEO_Di,t -.095 .321 .087 1 .076* .909
BO_Si,t BO_Si,t .206 .094 4.856 1 .028** .814
BO_INDi,t -.432 .741 .339 1 .056* .650

F_LEi,t F_LEi,t 0.07 2.58 .001 1.2 0.01*** 1.017

B_COi,t 0.12 0.49 13.750 1.1 0.62 25.772

C_Si,t C_Si,t 0.90 34.14 22.261 1.2 0.00*** 1.000

Constant -4.317 1.219 12.547 1 .000*** .013
R=0.61,  R Square =0.38  
Chi-square = 96.138
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external auditors have played a key role in monitoring 
within a framework of accountability, self-regulation, and 
information for the stakeholders, in examining the current 
role of the auditor about, the overall company consideration 
of “good” corporate governance (Shahzad & El-Temtamy, 
2018). Some of the previous results confirmed that the 
agency theory explains and organizes the relationship 
between the CEO and board and AQ. Thus, this research is 
significant for policymakers to understand how the CGM 
(chief executive officer tenure, chief executive officer 
duality, board independence, and board size) affect AQ and 
to build a conceptual framework that explains the effect 
of corporate governance mechanisms (CEO and board) on 
the level of audit quality to identify which mechanisms are 
really important for audit quality. 

The external auditor plays vital role in the corporate 
governance system (Kassem & Higson, 2016; Kwon, 2018). 
This study employed an agency framework to understand 
the relationship between CGM (CEO and board) and AQ. 
For analysis, panel data were collected with time series 
for five financial years, from 2014 to 2018 from annual 
financial reports of companies listed on the ASE database. 
Audit service and corporate governance have been perceived 
to play a vital role in reducing information asymmetry and 
improving the level of control (Oladejo & Yinus, 2020). The 
overall results reveal that some board characteristics affect 
audit quality such as board size and board independence. 
These two elements will improve the decision-making 
process to be more transparent and objective and enhance the 
independence in selecting the quality of the external auditors. 
These criteria should be taken seriously by companies’ 
top management as well as regulators to increase the audit 
quality and then the quality of financial reporting. This study 
recommends that the composition of non-executive directors 
in the board of directors should be increased to raise the level 
of board effectiveness to choose high audit quality.

The study findings illustrated that independent boards 
of directors plays a vital role in the audit process as their 
responsibility in terms of discussing and review the external 
auditor report and the external auditor evaluation of control 
procedures and they are independent of the management of 
the firm. The study findings illustrated that the most important 
responsibilities of the board of directors are the members of 
the board play an effective role in selecting, monitoring, and 
replacing the external auditor and ensure the independence 
of the external auditor. The study findings illustrated that 
internal corporate governance (chief executive officer 
tenure, chief executive officer duality, board independence, 
and board size) is an important mechanism, which that can 
improve the quality of the audit process. 

Thus, the auditors and internal corporate governance 
mechanisms should be especially vigilant when there is 

a heightened threat of failure to meet or beat significant 
earnings targets, such as financial analysts’ expectations, 
and under such conditions, they should engage in focused 
communications to ensure that financial reporting quality 
is not compromised (Khan et al., 2016). Auditors should 
discuss the implications of a weak tone at the top with the 
internal corporate governance mechanism. The reliance of 
the external auditor on effective internal control mechanisms 
helps in conducting effective audit service in terms of cost 
and time, allowing the auditor to improve the quality of the 
audit process. 
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