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ARTICLE INFO Abstract

Article history: The aim of this study is to conduct a meta-analysis to explore the relationship
Received 2020-11-29 between auditor characteristics and profit quality. Utilizing the meta-analysis
Accepted 2021-10-12 methodology, a quantitative statistical approach, we aim to integrate findings
from various research studies and identify factors that influence the connections
between auditor characteristics and profit quality. For the study's implementa-
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meta-analysis tion, we collected data from domestic scientific research journals during the
profit quality years 2005-2020, serving as the statistical population for this research. Through

a systematic elimination process, we narrowed down the selection to 50 studies
for analysis. The results of these studies, conducted within the specified
timeframe, suggest a degree of heterogeneity. To investigate the root causes of
this heterogeneity, we categorized the studies based on different criteria for
measuring auditor characteristics and calculated chi-square statistics. These re-
sults demonstrate that various criteria for auditor characteristics moderate the
relationship between auditor attributes and profit quality. Notably, there is a sig-
nificant correlation between auditor independence and profit quality. Similarly,
significant relationships exist between auditor rotation and profit quality, auditor
size and profit quality, non-audit services provided by the auditor and profit
quality, fees paid to the auditor and profit quality, as well as auditor expertise in
the industry and profit quality.

auditor characteristics

1 Introduction

The role of auditing in validating corporate earnings information in the bankruptcy of large corpo-
rations has been significant. From the perspective of users, especially shareholders, auditing is useful
when auditors review and evaluate the continuity of business, the absence of errors in the financial
statements, misconduct, significant fraud, and illegal acts affecting the unit's operations and declare
their agreement with the above [5]. Therefore, investors' influence on the value burden of auditor-
approved information is important because increases of the predictive power of data such as profits on
which all aspects of the organization's performance are built on it can greatly divert investors' decisions
from distortions and help them make the most appropriate predictions for the company's future and
profits. On the other hand, managers have a lot of incentives to manipulate profits and reduce the
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quality of profits so that they can fulfill the predictions of financial analysts, and auditing can be one
of the ways to prevent and reduce profit manipulation and reduce the quality of profits. Because it is
believed that companies that provide audited financial statements have better quality information con-
tent and profits. This means that the higher the companies' profit manipulation, the lower their profit
quality will be [13]and according to studies conducted so far, no research has examined meta-analysis
of auditor characteristics and profit quality; therefore, this issue has a research gap. [30] showed that
audit independence is associated with low accruals. Some researchers [27] showed a negative rela-
tionship between audit independence and earnings management. On the other hand, a positive rela-
tionship between audit independence and profit quality has been identified by other researchers. [21]
show that there is a positive and significant relationship between auditor tenure and earnings manage-
ment. [24] argues that non-audit services undermine the independence of auditors and thus reduce the
quality of financial reporting and thus the quality of profits.

Based on the contradictory results of previous researches in this regard, this research will perform
a meta-analysis of this part of the literature by identifying and collecting the relevant experimental
studies in which through integrate the results and identify the causes of diversity in the results of
studies make it possible to better understand the effect of auditor's characteristics on profit quality.In
the meantime, making the necessary decisions to achieve high quality profit content cannot be unrel
ated to audit fees. It seems that in companies whose level of profit quality is high, the costs paid for
performing audit services in order to reveal various aspects that reflect the quality of profit will be
higher. Audit has a supervisory role over the contract so that any breach of contract is brought to the
attention of securities holders. Also, audit responsibility is not limited to overseeing the financial re-
porting process; rather, auditing serves as the ultimate gatekeeper of financial disclosure. A company
with an accounting expert is more likely to drive management profits more accurately [15]. It is also
less likely that large corporations will give in to a particular customer because they have multiple
customers and offer a variety of services. However, a small company that earns a large portion of its
revenue from a particular customer is more likely to surrender to that customer more easily. There are
two different views on the tenure of auditors and the quality of financial reporting. The first view states
that the shorter the auditor's tenure, the lower the quality of earnings. Proponents of auditor change
believe that in the event of a forced rotation, auditors will be more able to withstand the pressures of
client management and make more impartial judgments.

2 Theoretical Foundations and Research Background

According to profit quality theory, higher quality profit provides more information about different
aspects of a company's financial performance. In addition, from the point of view of agency theory,
independent auditing helps shareholders in controlling and supervising the management activities of
the company. [15] stated that independent auditors are more effective in overseeing management and
reducing the ability to report erroneously by minimizing management intervention [20] On the other
hand, resource dependency theory states that the role of auditing in providing resources in a profes-
sional and experienced way for companies to gain a competitive advantage, especially in the quality
of financial reporting, is so effective. Based on agency theory and resource dependency theory, it can
be thought that academic financial expertise reduces discretionary accruals and improves profit qual-
ity. Another feature that has been identified in previous researches as a factor affecting earnings quality
is the size of the auditor. According to agency theory, internal and external oversight mechanisms are
needed to reduce conflicts of interest between managers and stakeholders, and increasing the quality
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of oversight can also reduce information asymmetry [9]. Also, with the increase of the auditor perma-
nence years in a company, his knowledge of that company increases and he knows what issues should
be paid special attention to in order to audit it. However, there are other interpretations in this field.
One interpretation is that auditors have less independence in the early years of auditing. There is a
favorable view of the auditor's rotation in the face of evidences that an increase in the tenure of auditors
leads to the reporting of low quality earnings [4]. [24] argues that, despite this legal restriction, evi-
dences from academic researches show that non-audit services undermine the independence of audi-
tors and thus reduce the quality of financial reporting and thus the quality of profits.

Also, if the risk of manipulating the client's profit is greater, then auditors are required to reduce audit
risk in general through additional testing methods or allocating additional resources to audit transac-
tions, which is likely to lead to significant distortion of financial reporting. [11] In this regard, in the
country, [19], in a study entitled Factors affecting the quality of profits of pharmaceutical companies
found that there is a significant and direct relationship between profit quality and stock value and
company size and there is a significant inverse relationship between the profit quality and gender
diversity of members of the board. Moradiin a study entitled The relationship between earnings quality
and auditing fees with dividend policy showed that there is a direct and significant relationship be-
tween earnings quality and auditing fees with dividend policy and there is a significant inverse rela-
tionship between financial leverage and the ratio of accruals with dividend policy. [18]. Heydariin
examining the effect of audit quality on earnings management show that there is a significant negative
relationship between earnings quality and auditor's fee. [10]. Moradi Shahkooh, in examining the re-
lationship between the characteristics of the audit committee and profit quality, show that the size of
the audit committee and the financial expertise of the audit committee increase the quality of compa-
nies' profits. [17]. Piri, Parviz, in examining the relationship between tenure and change of auditor
with the quality of earnings show that increasing the tenure of auditors increases the amount of accru-
als and as a result decreases the quality of earnings, while increasing the amount of auditor change
reduces the amount of accruals and increases the quality of the profit. [23].

Goran, in examining the effect of audit quality on earnings quality showed that the size of the audit
institute has a positive and significant effect on earnings quality. The auditor's tenure has a positive
and significant effect on earnings quality. [7]. Francis, in examining the effect of auditor characteris-
tics on profit quality and performance, show that the auditor's special characteristics limit the oppor-
tunistic and profiteering behavior of managers and thus will improve the quality of accounting profits
and company performance and as a result, investors will have more trust in the capital market. [6].
Safarzadeh, in his research entitled The role of auditor characteristics in improving earnings quality
found that the index introduced to the auditor with the criteria of accrual quality, profit stability, profit
smoothing and profit conservatism, has a significant inverse relationship and with the timeliness of
profit has a direct and significant relationship, but does not have a significant relationship with pre-
dictable orofit and value indices. [26]. Mehrani et al, in examining the role of auditor characteristics
in earnings quality, found that there is no significant relationship between auditor characteristics and
the studied dimensions of earnings quality. In other words, the auditor's tenure has not had a significant
effect on earnings quality. [16]. Torabi Nejad , in a study entitled The effect of tenure and auditor size
on earnings quality shows that there is a positive and significant relationship between auditor tenure
and profit quality. Also, the auditor's short tenure does not have a significant effect on profit quality
and there is no significant relationship between auditor size and earnings quality. [29]. Abroad as well,
Al-Badal et al., in a study entitled "Characteristics and quality of the audit committee” showed that
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some of the characteristics of the audit committee affect the quality of profits. [2]. Sai Lim and Kitisik,
in a study entitled Audit Committee and Profit Quality show that the audit committee reduces profit
management activities in companies. Profit management was usually found where the majority of the
audit committee was composed of non-independent managers. The audit committee should be inde-
pendent and have an impartial role in the development of the firm. [26].

Khalilov et alin a study examining accounting conservatism and corporate profitability, show that
conditional (unconditional) conservatism is associated with lower (higher) sales profitability, and con-
servatism affects the profitability of purchases. [13]. Song et al showed the relationship between the
expertise of the audit committee members and the quality of earnings according to the meta-analysis
method that the expertise of the audit committee has a positive relationship with profit quality and of
course the accounting expertise shows a stronger relationship. [28]. EI-Rasas and Camardin in a study
entitled - Profit quality and auditing characteristics in the high market of centralized ownership showed
that the independence of the audit committee and investment in internal audit has a positive relation-
ship with profit quality and concentration of ownership is along with lower profit quality. [6]. Inailo
and Manag found that the auditor's independence in providing non-audit services appeared to have a
positive relationship with the abnormal working capital of accruals, which is an indicator of lower
quality of profit. [12]. Suleiman and Ragab in a study entitled Audit Committee Effectiveness, Audit
Quality and Profit Manipulation, showed that the independence of the audit committee; experience of
members of the audit committee; audit committee meetings and audit quality have a negative and
significant relationship with discretionary accruals and there was a significant relationship between
the size of the audit committee and the level of discretionary accruals. [27].

Hamilton et alin a study entitled "Does the auditor's rotation affect profit quality?" found that the
auditor change was associated with lower accruals (higher profit quality). This relationship is more
intense for larger institutions. [9] Barva in examining the criteria for measuring the quality of profits,
showed that companies with relevance and high profit reliability compared to companies with low
relevance and profit reliability, have higher profit response coefficient and explanatory power of
profit/cost regression. [3]

3 Hypotheses

According to the proposed theoretical framework, the research hypothesis is presented as follows:
Main Hypothesis: Different criteria of auditor characteristics moderate the relationship between audi-
tor characteristics and profit quality.

Sub-hypothesis 1- There is a significant relationship between auditor independence and profit quality.
Sub-hypothesis 2 - There is a significant relationship between auditor rotation (auditor tenure) and
profit quality.

Sub-Hypothesis 3 - There is a significant relationship between auditor size and profit quality.
Sub-hypothesis 4- There is a significant relationship between the providing the auditor non-audit ser-
vices and profit quality.

Sub-Hypothesis 5- There is a significant relationship between the fee paid to the auditor and the quality
of the profit.

Sub-Hypothesis 6- There is a significant relationship between auditor expertise in the industry and
profit quality.
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4 Research Methodology

Differences in applications, measurement tools, research methods and situations make it difficult
to compare research. Therefore, applying contradictory researches results, publishing, interpreting,
evaluating and recognizing their weaknesses requires a solution that is based on proper review and
analysis of the research, using evidences and using a combined method. The meta-analysis provides
an estimate that will not be affected by the size of the sample groups. For data collection, the library
method has been used and the statistics used in the meta-analysis include Z, P-Value, Chi-square, F
and t statistics, and these statistics should convert to a common scale that is called effect size. The
purpose of using the effect size is to formulate various statistical findings of studies in a common
numerical index and measurement to allow comparison and combination of statistical results of stud-
ies.

4.1 Statistical Population and Sample Selection

The study population in this study are articles (from experimental studies done) related to the impact
of auditor characteristics on earnings quality worldwide and from the website of foreign journals (ar-
ticles published during 2005-2020) and the websites of domestic scientific research journals (articles
published during 2005-2020) were identified and collected. Finally, out of a total of 277 collected
studies, 50 studies were analyzed according to the applied limitations and using the systematic removal
method.

4.2 Research Models and Variables
4.2.1 Dependent Variable

A- The dependent variable is the profit quality, the indicators of which are described below:
1- Quality of accruals: Measured by Decho and Dechio (2002) in model (1):

WC - ACCi't =a+ f 1 CFi,t—l + f 2 CFi,t + f 3 CFi,t+1 + ei,t (1)

CF: Operating cash distributed over the previous year's total assets for homogenization; WCACC:
The sum of working accruals obtained in Model (2):
WC —ACC;y = (ACA;¢ — ACL; — ACash;y + ASTD; ) /A; -1 (2

ACA: changes in current assets; ACL: changes in current debt; ACash: cash changes; ASTD:
changes in short-term received facilities; A: Total assets.
2- Profit stability: which is examined based on the regression model (3)

PTBliyq1 = Yo + V1PTBI + €44 3

PTBIt + 1: Profit before tax deduction on total assets in period t + 1
PTBIt: Profit before tax deduction on total assets in period t
3- Profit predictability: Based on the Francis et alwork, using the square root of variance, the error
estimated from the profit stability equation is measured as described in model (4) [26]
Pred;, = \/62 v) (4)
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On this scale, °"(%+) shows the variance of the remnants of the profit stability model, larger values
for Pred indicate lower predictability of profit and, consequently, lower quality of profit.

4. Profit smoothing: is examined through model (5):

Profit smoothing: Standard deviation of operating profit to first total assets

Standard deviation of the operating cash flow ratio to total assets ()

A lower ratio means more profit smoothing and therefore lower profit quality, which means a higher
probability of profit smoothing.

5. Timeliness of profit: Using the Roanidek model as described in model (6):

EY:bl + bZ * Ri,t + €it (6)

In this model, b2 is the profit timeliness index.
6. Profit conservatism: Khan and Watts (2009) criteria are used as described in model (7):

3tMTB + g LEV, YRy, + @)

iy = B1t + BatDje + (U +1oe MKV it)
4 (8.:MKV;, +'6,.MTB;, +

Atl Ao MKV, + /’lt3MTB .+ /14tLIEV

wLEVi, + 8,0, MVK;, + b5,D;, LEV,.} + ejt

. NIjt : Net profit before contingent items to market value of equity j at the end of the year t.

: Rjt : Return on stocks of company j during fiscal year t.

Djt: virtual change. If R <0 is equal to 0, otherwise is equal to zero.

: MKVijt : Natural logarithm of market value of company equity j during fiscal year t.

MTB;t: ratio of market value to book value of company equity j at the end of fiscal year t; LEVjt:
the debt-to-equity ratio of company j at the end of fiscal year t; &jt: Residual or model residue

Model (7) is estimated using annual cross-sectional regression and relation (8) is calculated using
conditional conservatism:

C — SCORE = Ay + A3 MKVj, + A3;MTBj, + A4, LEV;, )

4.2.2 Independent Variable

The independent variable is the characteristics of the auditor, the indicators of which will be de-
scribed:
1. Auditor independence: which the model (9) is used:

RI=1- (HTC) * 100 )

RI: Auditor Independence Ratio, HC: Audit Fee in the Target Year, I: Total Audit Firm Revenue
in the Target Year. In this model, it is assumed that the smaller the amount of the auditor's receipts
from employer location, then the auditor will be more able to resist the employer’s opportunistic be-
haviors.

2. Auditor rotation (tenure): The number of years that the auditor audits in a company.

3. The size of the auditing firm: Mofid Rahbar Auditing organization and auditing firm as a large
firm with a high reputation and credit (grade 1) and in contrast to other auditing firms (auditing firms
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that are members of the Society of Certified Public Accountants), whose size compared to the auditing
organization is smaller, considered as an institution with low reputation and credit (grade 2).

4. Provision of non-audit services: If the auditor has performed non-audit services is equal to one
and otherwise is equal to zero.

5. Fee paid to the auditor: The natural logarithm of the audit fee has been used to calculate it. Audit
fee information is extracted from the accompanying notes to the financial statements of the adminis-
trative, public and definite expenditure sector of other expenses.

6. Expertise of the auditor in the industry: Using two approaches, the market share and the portfolio
share of the auditing firm is calculated which in this research, the market share approach is used.
Auditors' market share is also calculated as described in Model (10):

(@) 6 < G
— * — —
(IF) 2 ((EAT))
The total assets of all the owners of a particular auditing firm in a particular industry (EA) are
divided by the total assets of the total owners in the industry (EAT). Institutions in this research are
considered as industry experts whose market share (i.e. the phrase to the right of the equation) more

than the phrase one on the number of companies in an industry (IF) multiplied by one divided by two
(i.e. the expression to the left of the equation) (Hajiha and Sobhani).

(10)

5 Analysis of Research Data

In the present study, articles published in domestic and foreign journals have been used and in the
present study, an attempt has been made to observe all four mentioned steps.
A- Information coding: In the following, in the form of Tables (1) and (2), we will examine the
research variables in the collected studies separately

Table 1: List of domestic articles used for meta-analysis

Publish | Research Dependent Independent

row researcher sample - - result Statistic type Statistic value
year country variable variable
Quality of ben- Lack of
efit Auditor tenure significant 144
(inclusive of): relationship and.l 09
1 Mehrani et al. 2013 Iran 217 The value of Lack of t 2 0}
propulsion Auditor size significant 660
And caution relgtionshi -
((conservatism P
- ) . Positive and
2 Pm.& . 2016 Iran 83 Profit quality Auditor tenure significant z 5.94
Sedgiani (accruals) - .
relationship
. Positive and
Auzll}?;ﬁtggure significant 2.155
Jahanshah & Profit relationship
3 . 2013 Iran 102 . t
Lavasani conservatism . Lack of
Auditor type o
. d significant -0.510
(auditor size) - .
relationship
. . . Positive and
4 Khoramabadi 2019 Iran 128 Profit quality Auditor tenure significant t 2.5307
etal. ((accruals - b
relationship
] Lack of
congr?/f;ism significant -0.049
5 Khalilzadeh 2012 Iran 72 Auditor tenure effect t
vetal. Lack of
profit stability significant -0.913
effect
. . Lack of
6 Khaja.v'. & 2014 Iran 69 Proflt_ Auditor tenure significant t -1.088
Hosseininia conservatism - h
relationship
7 | Khoshkaret | o419 Iran 119 financial Audit fee Negative and t -6.87
al. reporting significant
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Table 1: List of domestic articles used for meta-analysis

quality relationship
Quality of )
optional
(accruals
financial
report_ing Lack of
8 Rajabi et al. 2015 Iran 70 Ql?;:?tm)c:f ) Audit fee significant 0.149
1y relationship
optional
(accruals
financial re- Positive and
porting quality significant
9 Ramezani 2019 Iran 105 Quality of ) Audit fee relationship 1.537458
optional with profit
(accruals quality
Existence of
Audit institute a positive and 4.7213
size meaningful '
relationship
Existence of
10 Salehi et al. 2016 Iran 184 profit stability Audit expertise a positive and 4.7213
in industry meaningful ’
relationship
Lack of
Auditor tenure significant 1.7781
relationship
Accruals _Lagk_ of
quality S|gn_|f|car‘!t -0.501
relationship
Negative and
profit stability significant -2.162
relationship
. Negative and
smlj)rootﬂitng sign_ificar]t -4.390
. . relationship
Auditor rotation "
Profit Negative and
conservatism 5|gn_|f|car]t -2.648
relationship
) Positive and
tirr?e:lc}getzss sign_ificar‘!t 3.628
relationship
. Lack of
F_’roflt_ . significant 1.246
Predictability relationship
Lack of
Aacﬂllijf;s sign_ifican_t -0.420
relationship
Lack of
profit stability significant 0.706
relationship
Profit _La§k_ of
11 Safarzadeh 2014 Iran 212 smoothing significant 0.178
Audit institute relationship
Profit size _La?k_ of
. significant 0.620
conservatism relationship
) Lack of
tirr?e:lc}getzss significant 1.670
relationship
- Lack of
Profit A
Predictability rzllga?iglrfsir}tp 0149
Negative and
zcuci:ﬁf;s significant -2.495
relationship
Negative and
profit stability significant -2.298
relationship
Profit Aud!tor_ _La§k_ of
smoothing expertise in 5|gn_|f|can_t -1.286
industry relationship
. Lack of
consperr?/f;ism sign_ifican_t -0.491
relationship
- Positive and
me:;s';ne“_ significant 3.273
relationship
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Table 1: List of domestic articles used for meta-analysis

Profit Lack of
o significant 0.761
Predictability - )
relationship
Rotation
(rotation / -
Kashanipoor Profit tenure) of the qun!v_e and I 0.049
12 2018 Iran 127 . significant significance
etal. conservatism partners of the relationshi
auditing P
institute
. . Negative and
13 Karami & 2010 Iran 58 Proflt_ Auditor tenure significant t -5.713
Bazr afshan conservatism - .
relationship
Audit institute Ne_gat_n_/e and
size significant -2.92
Marfoo & Optional relationship
14 Amiri 2014 fran 102 accruals Auditor Negative and t
expertise in significant -4.38
industry relationship
i I ] Positive and
15 | Malekian& 1, Iran 63 Audit institute Profit significant t 3.556
Abdi poor change conservatism - .
relationship
Audit Positive and
committee significant 2.350
16 Nasir zadeh et 2017 ran 137 Proflt_ independence rela_tl_onshlp t
al. conservatism . Positive and
Audit o
. . significant 4.746
committee size . .
relationship
- . Positive and
Vakili Fard & Profit . L
17 Maranjoori 2014 Iran 49 conservatism Auditor tenure S|gn_|f|car‘!t t 3.078
relationship
342
- A I Lack of
18 Vakili Fard et 2014 Iran auditor’s accruals Audit _|nst|tute significant t 1.504
al. change size N .
- relationship
observation
. . Negative and
19 QEZ'Z;?E:;L 2013 Iran 68 accruals Auditor tenure significant t -2.459
relationship
Auditor Lack of
20 Etemadi et al. 2009 Iran 117 accruals expertise in significant t -1.452
industry relationship
Adavi & Auditor Lack of
21 qay! & 2012 Iran 117 accruals expertise in significant t -0.139
Nazemi ) - h
industry relationship
S Lack of
AUd'ts;szme significant -1.237
2 Jabarzadeh et 2011 Iran 72 Optional relationship i
al. accruals Lack of
Auditor tenure significant 0.388
relationship
. Negative and
23 KhOd::jad' et 1395 Iran 82 Profit stability Audit fee significant t -5.211
) relationship
. . . . Negative and
24 Azizkhani & 1391 Iran 1626 year F_’roflt_ . Auditor tenure significant t -2.15
Safarvandi company Predictability - b
relationship
) S Positive and
25 Hassani 2013 Iran 155 conszrrc\)lgttism AUd'ts;szme significant p-value 0.0409
relationship
Lack of
Profit stability significant 1.307
Auditor tenure relationship
Accruals Lack of
ualit significant -0.810
% Shams Al- 2017 ran 819-year- d Y relationship t
dini et al. company Lack of
Profit stability significant 1.295
Audit institute relationship
Accruals size Negative and
ualits significant -1.982
quality relationship
. Negative and
27 Taghizadeh 2013 Iran 100 Accrqals Auditor tenure significant t -4.143
Khangah quality - b
relationship
. . Positive and
28 Khodadadi et 2014 Iran 100 . Rep_ort Auditor significant t 3.84
al. timeliness comment - -
relationship
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Table 2: List of foreign articles used for meta-analysis

Publish | Research Dependent Independent Statistic Statistic
row researcher sample . - result
year country variable variable type value
Positive
. Profit Audit and 0.001
! Husseini 2009 England 4417 predictability institute size significant p-value
relationship
Combined Audit Lack of
variable with - . significant -0.294
- institute size - .
factor analysis relationship
of (quality of Negative
accruals, Auditor and
2 Supa;sloto et 2018 | Indonesia 116 | profit stability, tenure significant t -2.661
’ profit relationship
predlctab_lllty Auditor Lack of
and auditor L o
iem i expertise in significant 1.563
expertise In industr: relationshi
(the industry y P
Positive
. . discretionary . . and
3 Silvester et al. 2018 Brazil 186 acoruals Audit rotation significant t 9.210
relationship
. Lack of
N;;?\;?ggs't significant 0.682
4 Rasmin 2010 | Australia | 325 | discretionary relationship t
accruals Auditor Lack of
p significant -0.941
expertise - -
relationship
Negative
Auditor ~and 297
tenure significant
relationship
Negative
Audit and
- . Lo -2.56
discretionary institute size sngn_lflcan_t
5 Al-Zui 2017 Jordan 72 acoruals relationship t
Auditor Lack of
expertise in significant -1.87
industry relationship
Negative
Auditor and
. Lo -4.98
independence | significant
relationship
Negative
6 Ata Paula 2018 Portugal 4723 discretionary . .AUd't . . a_n_d p-value 0.000
accruals institute size | significant
relationship
Negative
Audit and
institute size | significant -3.164
7 | Hamdanetal. | 2012 Oman 39 cons;fvf;iism re:f;fknzr;'p t
Auditor fee - . -0.830
relationship
Indust_ry La_ck of_ -1.906
expertise relationship
Bahrain, Positive
Kuwait, Auditor and 5.224
Oman, independence | significant '
Qatar, relationship
Saudi Profit
8 Hamdan 2020 Arabia 59 conservatism Positive t
and the Audit and 2480
United institute size significant '
Arab relationship
Emirates
. Negative
9 | Leongetal. | 2017 China 739 accruals A”d'li‘:; ten- and t 2.30
significant
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Table 2: List of foreign articles used for meta-analysis

relationship
Positive
i i 0.000
10 Kramer et al. 2011 US.A 11643 Prof|t_ Audl_tor . a_n_d p-value
conservatism rotation significant
relationship
Auditor Positive
11 Day etal. 2002 USA 207 | Accrualsand | independence | and t 0.039
timeliness ('non-audit significant
services) relationship
Auditor Lack of 0.974
. significant
independence - .
discretionary relationship
12 Jahmani 2017 Bahrain 31 Negative t
accruals .
Audit and 2111
institute size | significant '
relationship
Auditor Lack of 0.948
ind dence significant
. - discretionary indepen relationship
13 Aqustin 2014 Nigeria 342 p-value
accruals . Lack of
Auditor A 0.235
tenure 5|gn_|f|can_t
relationship
Negative
14 | Gouletal. | 2009 | China | 32777 | dIscretonary o dittenure | 2N t 9
' accruals significant
relationship
. . . Lack of
15 Tour et al. 2015 Malaysia 1002 discretionary . AUd't . significant t -0.815
accruals institute size - -
relationship
Negative
16 | AlRasas | 2015 | Malaysia | sog | discretionary | Auditor _ and t -2.38
accruals independence | significant
relationship
Auditor Positive
Unusual independence and
17 lyanlu 2013 Italy 147 accruals (Non-audit significant t 349
services) relationship
. Lack of
Audit e,
institute size sngn_lflcan_t 0.400
) discretionary relatlon_shlp
18 Tourman 2007 Malaysia 548 Negative t
accruals .
Auditor and
. Lo -2.094
independence | significant
relationship
Audit Lack of 0.958
- . significant
Chandrasgram discretiona institute size relationshi
19 9 2013 | Malaysia | 153 y P pvalue
etal. accruals . Lack of
Auditor A, 0.778
. significant
independence - b
relationship
. . Lack of
20 Peterson 2017 Africa 347 smF(’JrootE}n instﬁljjt(:ltsize significant t 1.38
9 relationship
Negative
. . Audit and
21 Hog et al. 2015 India 7308 smoothing institute size significant t -4.10
relationship
Profit Non-audit .La(.:lf of Significance 0.07
22 Frankel et al. 2002 US.A 3074 . significant
management services - . level
relationship

Source: researcher’s findings

5.1 Statistical Description of Variables

The average effect size calculated for different studies in this study is 0.166, which is considered
as a relatively average effect size; also, to investigate the publication bias, a funnel sample was drawn
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by the comprehensive meta-analysis software; in this study, it can be said that the publication bias has
been minimized, so the statistical results are significant and reliable.

5.2 Results of Research Findings

The results of performing meta-analysis on the whole statistical sample, including internal and ex-
ternal studies, are reflected in separate tables. In the meta-analysis approach to test the research hy-
potheses, first the effect size heterogeneity test is justified in order to determine the type of meta-
analysis model used to test the considered hypothesis. If the data is homogeneous, the fixed effects
pattern is used, and if it is heterogeneous, the random effects pattern is used, the results of which are
presented in Table 3:

Table 3: Effect size heterogeneity test

Effect size heterogeneity test
Test result 12 value Significance Q relationship between independent and dependent variables hypothesis
level statistic
Ranfdetértw; ef- 80.58 0.000 41.19 Auditor independence and profit quality Sub. 1
Ranf[i%?; ef- 89.01 0.000 191.08 Auditor rotation (auditor tenure) and profit quality Sub. 2
Ranf(é%?; ef- 82.26 0.000 95.83 Auditor size and profit quality Sub. 3
Random ef- 79.19 0.008 961 Provide non-audit services py the auditor and profit qual- Sub. 4
fects ity
Ranfdetértw; ef- 82.26 0.000 22.55 fee paid to the auditor and profit quality Sub.5
Ranf[i%?; ef- 78.53 0.000 27.95 Auditor expertise in industry and profit quality Sub. 6

Source: researcher’s findings

In Table 3, the Q statistic value for all variables is larger than the value of the table and the signifi-
cance level of Q test is less than the significance level of 0.05. However, since this index is sensitive
to increasing the number of effect size, and with increasing the number of effect sizes, the power of
this test to reject homogeneity increases, so | square is another index that is used for this purpose; a 12
value for the considered variables is greater than 75%, indicating that the effect size heterogeneity is
relatively high; Therefore, hypothesis zero is rejected and hypothesis one on the effect size heteroge-
neity of the mentioned variables is confirmed; therefore, due to the heterogeneity, a random effects
model is used to estimate the effect size of these variables; considering that after reviewing the meta-
analysis assumptions, it was concluded that the random effect model should be used to combine the
results to report the effect size, so in Table 4, the effect size report of the studies performed in the
random model is presented.

In the following, the results obtained from the use of meta-analysis models including point estimation
(average based on sample size weighting) and interval estimation (confidence interval), effect size of
studies along with test statistics and significance level in Table (5) are presented. In Table (5), out of
50 articles, 3 cases equal to 6% was in the lower class, 42 cases equal to 84% in the middle class and
finally 5 cases equal to 10% in the upper class; therefore, the size of the effect obtained in the first
interval (i.e. less than 0.1) is small and the study hypothesis is not strong enough. Also, when the value
of r is in the second interval (i.e. between 0.1 and 0.3), the effect size is moderate, and finally, when
the value of r is in the third interval, the intensity of the effect is evaluated as high. According to this
classification, 84% of the size of the effects is evaluated in the middle group; therefore, it can be said
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that based on the results of meta-analysis, the auditor's characteristics and profit quality had a moderate
relationship.

Table 4: Research Sub-Hypotheses Test Based On Fixed or Random Effects Pattern

Average
hypothesis Relationship between variables ‘é\i';'eg::; cor?fgtfieecr:lc\éeir?g?val Z statistic significance result
effect
1 Auditor independence and profit quality 0.214 (0.097 and 0.326) 3.55 0.000 confirm
2 Auditor rotation (auditor tenure) and profit 0.208 -0.254 - 0.160) 835 0.000 confirm
quality ) and( ) )
3 Auditor size and profit quality 0172 | 0% an(d— 0.118) -6.12 0.000 confirm
4 Providing non-audit services by the auditor | 5gq | (551 and0.226) | 124 0.213 reject
and profit quality
5 fee paid to the auditor and profit quality -0.347 | -0.123 and -0.538) -2.97 0.003 confirm
Auditor expertise in industry and profit ) (-0.099 and - ] .
6 quality 0.232 0.356) 3.39 0.001 confirm
Source: researcher’s findings
Table 5: Frequency Distribution of Effect Size Classes of Variables
Amplitude of effect intensity change frequency | Frequency percentage
(Low effect intensity (less than 0.1 or greater than -0.1 3 0.06
(Moderate effect intensity (between 0.1 to 0.3 or between -0.1 to -0.3 42 0.84
(High impact intensity (greater than 0.3 or less than -0.3 5 0.10
Sum. 50 100

Source: researcher’s findings

5.3 Investigation of Research Hypotheses
To examine the main hypothesis of the research, we examine the related sub-hypotheses, the results

of which are shown in Table 7.

5.3.1 the First Sub-Hypothesis of the Research
The results of meta-analysis of the first sub-hypothesis of the research are presented in Tables 6 and
7.

Table 6: Effect Size Heterogeneity Test

Hypothesis relationship between independent and Effect size heterogeneity test Test result
name dependent variables Q statistic Significance level 12 value
Sub.1 Auditor independence and profit quality 41.19 0.000 80.58 Random effects
Table 7: effect size Average and confidence interval
Weight
h . Relationship between average | effect size confidence z Significance
ypothesis - - - result
variables of effect interval statistic level
size
Sub,1 | Auditorindependence | ), (0.097 and 0.326) 355 0.000 con-
and profit quality firm

Source: researcher’s findings
In Table 6, 9 studies selected the auditor's independence as a characteristic of the auditor and examined

its relationship with profit quality, the results of their meta-analysis is shown in Tables (4-4 and 5-4).
The positive confidence interval reported from this number of studies (0.326 and 0.097) as well as the
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positive number, mean Z indicates a significant positive relationship between auditor independence
and profit quality. Homogeneity test between studies with a value of 41.19 shows a lot of heterogene-

ity.
5.3.2 Second sub-hypothesis of the research

The results of meta-analysis of the second sub-hypothesis of the research are presented in Tables 8
and 9.

Table 8: Effect Size Heterogeneity Test

Hypothesis relationship between independent and Effect size heterogeneity test Test result
name dependent variables Q statistic Significance level 12 value
Sub. 2 Auditor rotation (Z‘L‘gltl‘:; tenure) and profit 191.08 0.000 89.01 | Random effects
Table 9: Average Effect Size and Confidence Interval
Hypothesis relationship between Ef\:‘\zcit ;ltze :;Li?;:‘:}ii z Significance | Hypothesis
name variables 9 - statistic level result
average interval
Auditor rotation (auditor (-0.254 and -
Sub. 2 tenure) and profit qual- -0.208 '0 160) -8.35 0/000 confirm
ity '

Source: researcher’s findings

Also, 22 cases selected the auditor rotation (auditor tenure) as a feature of the auditor and examined
its relationship with profit quality which the results of their meta-analysis are presented in Tables (4-
4 and 5-4). The positive confidence interval reported from this number of studies (-0.160 and -0.254)
as well as the negative number, mean Z indicates a significant negative relationship between auditor
rotation (auditor tenure) and profit quality. The homogeneity test between studies with a value of
191.08 shows a large heterogeneity.

5.3.3 Third sub-hypothesis of research
;I’r?de (rfi;J-ItS of meta-analysis of the third sub-hypothesis of the research are presented in Tables (10)

Table 10: Effect size heterogeneity test

hvpothesis Relationship between independent and Effect S'Z? he_ztfzrogenelty test result
yp dependent variables Q Significance 12 value
statistic level
Sub. 3 Auditor size and profit quality 95.83 0.000 82.26 Ranftlc;?; ef-
Table 11: effect size Average and confidence interval
Effect size effect size
Hypothesis Relationship between : Average Z Significance
- weight - - result
name variables confidence statistic level
average .
interval
Sub. 3 Auditor size find profit qual- 0172 (-0.118 and - 6.12 0.000 confirm
ity 0.225)

Source: researcher’s findings

18 studies selected the size of the auditor as a feature of the auditor and examined its relationship
with profit quality, the results of their meta-analysis are presented in Tables (4-4 and 5-4). The positive
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confidence interval reported from this number of studies (-0.118 and -0.225) as well as the negative
number, mean Z indicates a significant negative relationship between auditor size and profit quality.
Homogeneity test between studies with a value of 95.83 shows a lot of heterogeneity.

5.3.4 Fourth sub-hypothesis of the research
The results of meta-analysis of the fourth sub-hypothesis of the research are presented in Tables 12
and 13.

Table 12: Effect size heterogeneity test

hvpothesis relationship between independent and Effect SIZ? ht.et'erogenelty test Test result
P dependent variables Q Significance 12 value
statistic level
Sub.4 Providing non-audit services by the auditor 961 0.008 79.19 Random ef-
and profit quality fects
Table 13: effect size Average and confidence interval
Hypothesis relationship between Et/l:/(zcit ;ltze effect size Average z Significance result
name variables g confidence interval | statistic level
average
Providing non-audit ser-
Sub. 4 vices by the auditor and 0.089 (-0.051 and 0.226) 1.24 0.213 reject
profit quality

Source: researcher’s findings

Three studies selected the non-audit services provided by the auditor as a characteristic of the au-
ditor and examined its relationship with profit quality which the results of their meta-analysis are
presented in the tables. The positive confidence interval reported from this number of studies (0.226
and -0.051) as well as the positive number, mean Z indicates a positive and non-significant relationship
between non-audit services provided by the auditor and profit quality; therefore, this hypothesis is also
rejected; the homogeneity test between studies with a value of 9.61 shows a large heterogeneity.

5.3.5 Fifth Sub-Hypothesis of the Research
The results of meta-analysis of the fifth sub-hypothesis of the research are presented in Tables (14)
and (15):

Table 14: Effect size heterogeneity test

hvoothesis relationship between independent and Effect 5|z-e h?t-erogenelty test Test result
yP dependent variables Q Significance 12 value
statistic level
Sub.5 Fee paid to the auditor and profit quality 22.55 0.000 82.26 Ranf%(é?; ef-
Table 15: Effect Size Average and Confidence Interval
Hypothesis relationship between Effec_t s1ze effect size Average 4 Significance
. weight . A - result
name variables confidence interval | statistic level
average
Sub.5 | Feepaidto the auditor -0.347 (-0.538and -0.123) | -2.97 0.003 confirm
and profit quality

Source: researcher’s findings
5 studies selected the fee paid the auditor as a characteristic of the auditor. The positive confidence

interval reported from this number of studies (-0.123 and -0.538) as well as the negative number, mean
Z indicates a negative and significant relationship between fee paid to the auditor and profit quality;
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the homogeneity test between studies with a value of 22.55 shows a relatively large heterogeneity.

5.3.6 Sixth Sub-Hypothesis of Research

The results of meta-analysis of the sixth sub-hypothesis of the research are presented in Tables 16 and
17.

Table 16: Effect Size Heterogeneity Test

hvpbothesis relationship between independent and Effect S'Z? h(_at_erogenelty test Test result
yP dependent variables Q Significance 12 value
statistic level
Sub.6 Auditor expertise in _mdustry and profit 27.95 0.000 78.53 Random ef-
quality fects
Table 17: Effect Size Average and Confidence Interval
Hypothesis relationship between Effegt size effect size Average z Significance
. weight . A - result
name variables confidence interval | statistic level
average
Sub. | Auditorexpertise in in- -0.232 (-0.356 and -0.099) | -3.39 0.001 confirm
dustry and profit quality
Source: researcher’s findings
Table 18: Research grouping based on criteria for calculating auditor characteristics
Auditor characteristic Related researches
Auditor independence Nasirzadeh; Al-Zawi; Hamdan; Day; Jahmani; Augustine; Al-Rassas; lanloo and Chandrasgram
Mehrani, Piri; Jahanshad; Khorramabadi; Khalilizadeh; Khajavi, Safarzadeh, Kashanipour; Karami;
Auditor rotation Vakili, Alavi; Jabarzadeh; Azizkhani; Shams al-Dini; Taghizadeh; Suparsono; Sylvester Al-Zawi; Leung;

Kramer; Augustine and Goole
Mehrani; Salehi; Safarzadeh; Maroof; Vakili; Jabbarzadeh; Shams al-Dini; Hussaini ; Suparsono, Al-

Auditor size Zawi;, Anna Paula; Hamdan; Hamdan, Jahmani, Noor; Norman); Chandrasgram and Petersen
Non-audit services Day and lanloo and Huak

Auditor fee Khoshkar; Rajabi; Ramezani; Khodadadi and Hamdan
Expertise in industry Safarzadeh, Maroof; Etemadi; Aghaei, Suparsono; Rasim and Al-Zawi

Source: researcher’s findings

Table 19: research grouping based on profit quality calculation criteria

Profit quality criteria Related researches
Piri  Khoramabadi, Khoshkar, Rajabi,Ramezani, Safarzadeh, Maroof, Vakili, Alavi, Etemadi, Agayi, Jabar-
Accruals quality zadeh, Shams Al-dini, Taqi zadeh, Soparsoto, Sylvester, Rasmin , Al-Zawi, Atapaula (), Leong), Dey, Jah-
mani , Agastin),Goul, Tour, Al-Rassas, lyanlu, Tourman, Chandrasgram
Profit stability Khalilizadeh; Salehi; Safarzadeh; Khodadadi; Shams al-Dini; Suparsono
Profit predictability Mehrani Safarzadeh Azizkhani Hosseini Vesoparsono
Profit smoothing Safarzadeh and Peterson and Khodadadi et al
Profit timeliness Safarzadeh and Dey and Faramkal et al
. Mehrani Jahanshad; Khalilizadeh Khajavi,Safarzadeh), Kashanipour; Karami; Nasirzadeh; Vakili Fard;
conservatism .
Hamdan; Hamdan and Kramer

Source: researcher’s findings

Also 7 studies selected the auditor expertise in industry and profit quality as a characteristic of the
auditor and examined its relationship with profit quality which the results of their meta-analysis are
presented in the tables (4-4 and 5-4). The positive confidence interval reported from this number of
studies (-0.099 and -0.356) as well as the negative number, mean Z indicates a negative and significant
relationship between the auditor expertise in industry and profit quality; homogeneity test between
studies with a value of 27.95 shows a lot of heterogeneity. In the following, in Tables (18) and (19),
the research is grouped based on the criteria for calculating the characteristics of the auditor and the
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guality of profit. Regarding the main hypothesis of the research, the results of 50 studies on the rela-
tionship between auditor characteristics and profit quality indicate that these studies are heterogene-
ous. Therefore, by combining documented correlation statistics in this research, no specific conclusion
can be reached about the existence and extent of such a relationship. Thus, in order to identify the
cause of this heterogeneity, we can investigate this issue by dividing the researches based on different
criteria of the auditor's characteristics and calculating the analysis of intergroup variance. Therefore,
to test the main hypothesis of the research and examine whether this criterion of classification, i.e.
different criteria for measuring the profit quality is a factor moderating the relationship between the
two main variables of research (auditor characteristics and profit quality) or not; the statistical value
obtained from the intragroup and intergroup homogeneity test is calculated and presented. The results
of the homogeneity test of the main hypothesis subgroups are shown in Table 20.

Table 20: Results of the homogeneity test of the main hypothesis subgroups

index sum of squares F statistic value Significance level
intergroup 77.44
intragroup 662.2 1.35 0.254

Source: researcher’s findings

As can be seen in Table 20, the value of the intragroup homogeneity test is hon-significant; there-
fore, the different criteria used in the research have been one of the factors of contradiction in the
research results; therefore, the studies within the classes are homogeneous and the researcher has done
well in identifying key variables (i.e. auditor independence, auditor rotation (auditor tenure), auditor
size, providing non-audit services; auditor paid fees and auditor expertise in the industry) and the
second main hypothesis of the research is confirmed.

6 Discussion and conclusion

The present study seeks to meta-analyze the characteristics of the auditor and the profit quality.
Finally, the results of the main hypothesis of the research showed that different criteria of auditor
characteristics moderate the relationship between auditor characteristics and profit quality and there
is a significant relationship between auditor independence and profit quality; there is also a significant
relationship between auditor rotation and profit quality, auditor size and profit quality, non-audit ser-
vices provided by the auditor and profit quality, between fee paid to auditor and profit quality and
between auditor expertise in industry and profit quality and the main research hypothesis also con-
firmed. Research evidence generally suggests that the factors that measure the characteristics of the
auditor have been able to play an important role in changing the quality of companies' profits. In this
regard, Safarzadeh (2014) and Moradi and Arab (2017), using the information of 73 companies listed
on the Tehran Stock Exchange during 2011-2015 showed that the auditor’s characteristics are effective
in improving profit quality which is in line with the results of the present study. The results are in
accordance with the research of Reguera et al. and Agayi and Nazemi Ardakani who showed that there
is an inverse relationship between the auditor’s expertise in industry and the management of discre-
tionary accruals. In addition, Song et al. showed that the expertise of audit committee has a significant
relationship with profit quality which is in line with the results of the present study.

According to the research hypotheses, it is suggested to the stock exchange organization to adopt
rules and regulations to determine the real value of companies, transparency of information and better
understanding of performance, which as much as possible during the many years use existence of
high-quality auditors to audit financial statements. In addition, one of the necessary measures is to
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more emphasize and control of the stock exchange organization and the auditing organization as a
reference for compiling accounting standards on the phenomenon of accounting information quality
and also profit quality. Investors and creditors, as external users, are also suggested to pay attention to
the profit quality phenomenon when using financial statements to decide to invest in corporate stocks
or sell stocks; in addition, investors can benefit from the reliable results of meta-analytic researches to
assess the inherent risk of accounting information when making securities trading decisions. This re-
search provides an integrated view for the audiences while providing a clear view of the reasons for
the contradictions around the different criteria of auditor characteristics. Researchers are suggested to
investigate the following topics in their future researches:

From a more comprehensive perspective, examine the role of items such as the history of the audit
firm, the competitive environment of the audit services market, the nature of the audit firm's partners
and the quality rating of the audit firms along with other common characteristics used in terms of
profit quality [27-30]. Due to the role of changes in the economic and business environment and the
activities of companies in various industries that are not focused on in the present study, it is recom-
mended to researchers to consider additional organizational conditions, competitive environment and
economic status, and conduct coherent additional researches. Meta-analysis of the impact of audit
committee features on profit management. Conducting additional researches focusing on the effec-
tiveness of the performance and characteristics of the audit committee along with the characteristics
of the auditor to increase profit quality and conducting additional researches focusing on the effective-
ness of internal controls and attention to control weaknesses along with the characteristics of the au-
ditor to increase the profit quality.
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