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Abstract

The importance of this study has arises from aditrgsthe Jordanian business environment, where the
accounting and auditing profession have significeiminges to meet the requirements of the regukatitre
financial and economic legislations and changeakénnformation Technology environment. The studynary
aims to identify areas through which the qualityeafernal audit in the Jordanian business envirarirogn be
improved. One of the most important findings of #tedy is that there is a clear impact of the stualyables,
represented by the existence of regulatory systequality control performance and the use of infation
technology by the external auditing firms, as veallthe activation of the legal accountability of "Hudit firms
to improve the quality of auditing services in thgsiness environment. The most significant recontatons
of the study are the need to activate the meammedbrmance control on the audit firms and relianoethe
information technology and modern information sgsteas well as increasing the awareness of thecasdit
their legal responsibilities when auditing the tigs of the data framework in accordance withititernational
audit and assurance standards.

Keywords: Quality audit, external audit, legal accountapibf the external auditor, quality performance, ibud
standards.

Introduction

Accounting and internal and external audit expegehprogress, represented in the interest of [sinfiesl
organizations and scientific bodies in the quadtyhe professional performance of the accountimd) @auditing
firms, particularly after the emergence of the @picof total quality and institutional governancedaits
applications in the modern management thoughtenintustrial organizations. The service organizetibegan
directing their concerns for the subject of qualitya strategic tool for achieving competitive adage in the
service market and a means to develop market shareyell as to improve profitability rates and asfei
customer satisfaction.

The quality performance if audit firms is deemedimportant requirement for all parties and the lieraies
receiving auditing service, following to the appmare of financial problems in a number of business
organizations worldwide, which has been associaiildl the credibility and quality of the auditor’'sovk, but
determining the quality of performance of exteraatlit is so difficult due to the multiple benefiges of such
service. The beneficiary considers the quality grenince of the audit, in the light of its fulfillmeto his
desires and needs, while the professional ingitsticonsider it in the light of the auditor’s cortrmént to the
established professional standards and rules agféede are also many features and factors thatafiegt the
quality of audit performance, which are associatgth the Audit Firm, the customers, auditing prages
professional organizations and users of the firdmeports.

Research Problem and Questions:
Audit service activity is highly sensitive becausfethe high degree of impartiality and independeanté¢he
external auditor. Important questions were raisedetiability and quality of the independent audi&aeport on
the financial reports of the organizations as altex the collapse of some international organtas. Such
collapse is linked to errors or fraudulence of éhesganizations; either because of the participadiothe audit
firms in fraud or their inability to discover ersand deviations (such as Anderson Impact). Theafjiinancial
crisis has produced a climate characterized bgladéconfidence in the work of the Auditors andldirms in
general, in addition to the amendments made taudlé profession Act in Jordan No. 73 to 20Based on the
foregoing, the study problem can be represented kiye following questions:
1) Would the regulatory professional system on thdityuaerformance of audit firms in Jordan enabéeta
achieve quality audit therein?
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2) Does the use of IT technology by auditors in theddnian business environment contribute to their
development of high quality performance?

3) Would the development and activation of legal actability enable the audit firms in the Jordanian
business environment to develop quality performance

Hypotheses:
Based on the foregoing problem elements the foligwiypotheses can be presented:

H1: The existence of professional regulatory systenthe quality of audit firm performance in the Jamahn
Business environment would enable achieving thé guelity activities.

H2: The use of IT technology by the Audit firms iretBordanian business environment will contributéh®o
development of quality performance.

H3: The development and activation of legal accodlityalwould enable the audit firms in the Jordanian
business environment to develop their quality penénce.

The Model of the Study:
The model of the study consists of independentalsées and a dependent variable according to thewfivig
model:

Independence Dependent Variable
Variables

The  existence  of
regulatory

professional  system
on the quality of

Audit Firm

performance Areas of Developing the
Quality of External

The reliance on IT ‘ Audit

technology and

modern information

systems

The development and
activation of the legal
accountability

Figure (1) — prepared by the researchers

The Importance of the Research:
The significance of this research arises througtatialysis and study of the followings:
1. The development of audit firms performance in thwddnian business environment to meet
requirements of Amman Exchange Stock Market, aadittancial and economic legislations.
2. Analyzing the factors that could elevate the prsifas of auditing in the Jordanian business
environment under financial, economic and renewtdalanology changes.

The Obijectives of the Research:
The researchers of this study aim from their chaaehe subject of this research to achieve thioviohg
objectives:
1) Recognition of the nature of the changes took placaudit profession in the Jordanian Business
environment under the financial, economic and rexidetechnology.
2) To identify the areas and means by which the ayditity could be improved in the Jordanian Business
environment and to present recommendations thatdwmprove the auditing profession.

Research Methodology:
The descriptive analytical approach has been us#us research as the research was divided iragwts:
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First: Theoretical Part: With reference to the literature, periodicals admmbks to achieve a conceptual
framework for research.

Second: Practical Part: Includes a field study by using a survey form, pesad interviews, observations,
queries and clarifications, with the assistancthefstatistics program (SPSS). To complete this ffee content
analysis approaches has been adopted through tistuded results, data and indicators of the fidldlies and
determination of the final outputs which were catee into data and information on which the resears
relied on as the basis for developing their profsogad recommendations.

The Study Community and Sample:

The community of the study consisted of Auditorsrkilng in main and significant audit firms in Jordkm
business environment. The study sample included &@itors who work in (10) certified audit firms i
Amman.

Previous studies:

e (Al-Deneibat et al, 2012 study aimed to test the extent of impact of theeadments to the Act of
regulating the accounting profession No. 73 of 20@8the quality of the profession, in view of the
certified auditors in Jordan. The results of thedgtshowed that the amendments of organizing the
certified audit profession Act; whether related teetified auditor or organizing the profession has
impact of medium degree on the quality certifieditprofession, as well as such amendments help in
achieving the purposes of the Act at medium detree The results indicate that such amendmemts, i
spite of it is for the benefit of the certified dueds, society and users of the financial data,nenteat the
level required.

e (Azzah, 2014) The article presents a case study on the effdcis @xternal quality audit in the Al-
Musanna College of Technology in Oman. Topics cedeinclude an overview of the College, the
online survey used in the study, and analysis effittidings from the online questionnaire with ausc
on academic staff perception on different auditantp. An overall comparison between internal and
external audit is also provided based on the figslin

* (Mahsood, 2012):This study analyses the extent to which externditaun Australia have improved
quality assurance in universities over the pasyddrs. The analysis is based on discussions with 40
participants in a workshop on the effectivenesauadits and the review of 60 external quality audit
reports between 2001 and December 20h@ research found that while external audits hede¢o an
improvement in systems and processes in Australraversities, they have not necessarily improved
the student experienc&his lack of impact on the student experience irstfalia is similar to other
countries , according to the literature review.sT$tiudy is timely in its analysis on the effectigss of
the current improvement-led audits, as governmeriustralia is in the process of renewing quality
assurance arrangements of higher education instigitith a focus on standards and outcomes.

Description of the Search Variables:

In the light of the changes in the Jordanian bussinenvironment and intense competition between the
international Audit firms, the most important metlscof improving and developing the quality of theeenal
auditors are:

1. The existence of a control system on quality germance: the Quality control mechanisms are divided

into major sections: (Shawky et al, 2003)

v/ Quality assurance processes: quality assurancentdogy refers to the audit procedures and internal
control on the quality conducted by audit firm ifse

v Quality control processes: quality control termomy refers to external auditing conducted by a na¢ut
external party to determine the extent of audimficommitment to quality control system. The
American Institute of Certified Public Accountan$sued a program called (Peer Review Program),
which compels the audit firms to register in certaommittee in the Institute, which is specialized
evaluating the performance of auditing firms, whaweh committee examines and evaluates the quality
control system and then issues a report on thdtsestisuch examination. The committee has set
standards for quality control of the American Ingg of Certified Public Accountants, the elements
and requirements of quality control as set in tiloWing table: (Basal, 2003)
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Table No. (1)
Quality Control Elements and Requirements
Quality control elements Requirements
- Independence Auditors must maintain their independence in temhsboth the essence and
- Honesty appearance and to perform their professional dutmsestly, and to maintain
- Objectivity objectivity in the performance of their responsilak.

- Personnel management| Policies and procedures must be designed to gevagburance that:

All new persons are qualified to carry out theirkvefficiently.

The work has to be assigned to trained personspehksess the required skills.

All personnel must attend continuing professionduaation programs and

professional development activities, so that they jgerform their works assigned.
d
]

The acceptance of a Client - Policies and procedures must be designed to determhether you shoul

and continuing with the olg accept a new client or continue with an old clieBuch policies ang

Client procedures must be designed to reduce the comntimmicesks with a
customer of low management efficiency to the I&ast as possible.

- Audit firm must accept customer orders in accoréamgth professional
integrity component.

Performance of the There must be policies and procedures that leathdare that the work performed

auditing job by the Audit Firm is done in accordance with gelraccepted professional
standards, regulatory requirements and qualitydstats established.

Control Policies and procedures must be estahlligoe ensure that the four abowve-

mentioned quality control elements are appliedatifiely.
It is noted that the elements and requirementhi®fabove-mentioned quality control, if availablettie audit
firms in the Jordanian business environment, véilelop the external audit quality.

2. The Use of Information Technology:
The advantages of using modern information systenasditing are represented in the followings: (kdha,
2002)
e Maintaining the professional expertise in the vasiepecialized areas of audit firms by documenting
the use of accounting software.

< Publishing and distributing expertise within andside the audit firms.
« Improving workers’ productivity in the audit firms.

3. Legal accountability:
In the context of attempts aimed to achieve a ssfokaudit, the efforts of the professional orgations,
especially IAASB — IFAC, focused on the issuancd davelopment of the professional standards aral dat
well as many developments in the criteria relevarthe auditing failure, mainly: (IFAC, 2004)
« Expanding the responsibility of auditors for fraadd error when auditing the financial statements an
providing reasonable assurance principle.
e The auditor’s rresponsibility for the appropriates®f using the hypothesis of organization’s cavityn
by the management.
« Expanding the responsibility of the Auditor's commuations with assigned management of the
organization in matters related to audit.

Data Presentation and Testing Hypotheses:

The respondents were requested determine the defmgreement and disagreement according to thveir o
convictions. The instrument of the study reliabilhiad been tested statistically by testing the tpm@saire
questions reliability by using alpha Cronbach deafht and it has been found that alpha value 846 Itis a
good value which indicates the reliability of thiendnsions of the variables of the study. The resoftdata
analysis were as follows

The First Hypothesis
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Table( 2)
Demonstrates the Arithmetic Means and Standard Dewitions of the First Hypothesis Variables
Ser. Question Arithmetic | Standard
mean Deviation
1 Making sure that there is no special relatiomieen the audit firms 4.57 0.50
and the organizations their works being audited.
2 Testing and assessment for applicants for pasitio audit firms are 4.26 0.70
conducted.
3 The desired available experiences is selectedeginner Auditory 4.71 0.46
(academic background — experience — certificates).
4 Personnel of audit firms participate in the couithg professional 3.89 0.83
education programs.
5 Personnel of audit firms participate in the coafiees, seminars and.37 0.77
preparing articles and researches to the partitipan these
conferences.
6 The number of individuals required for each pssces determined 4.71 0.46
according to the time needed.
7 The time requires is estimated for each audit. .894 0.32
8 A work plan is prepared clearly and specificdlyeach audit. 4.74 0.44
9 A detailed program is developed for each auditgss separately. 4.29 0.79
10 The work of the auditors is reviewed by otheditmrs. 4.00 0.77
11 The work of the auditors is reviewed by othatiafirms. 1.26 0.44
12 The extent of adherence to the policies and guha@s of quality 3.74 0.74
control are followed-up and examined by the Auditof the samg
Firm.
13 The extent of adherence to the policies and gghaes of quality 3.66 0.48
control are modified and tested by the Auditorgtef same Firm as
required.
14 The extent of adherence to the policies and ggha@s of quality] 1.29 0.46
control are followed up and examined by the Auditof other audit
firms.
The arithmetic means of averages 3.88 0.42

It has been noted in Table 2 that the arithmetianmaf questions collectively is 3.88, which is heéglthan average
measurement tool, which 3.00, and the standardatieni of the questions collectively is 0.42. Thiwws a clear
consistency and agreement between the answerg aftudy sample. The answers of the respondentseofttidy
sample also show that the audit firms in Amman dbapply the auditing mechanism of auditing thedrfprmed
works by other audit firms, as the arithmetic ageraf the answers was (1.29) and the quality cbatemnents were
limited to the internal control office only.

Based on foregoing results, the hypothesis is aabép To make sure of this result, double T-tez$ wsed on the
arithmetic averages of the first variable of thedgtfor comparing to the assumed mean (3):

- Test of the first hypothesis by using (One Samptest)

Table (3)
Testing the First Hypothesis by using One-Sample B¢
Test Value = 3
95% Confidence Interval of the
Mean Difference
T df Sig. (2-tailed) |Difference Lower Upper
hl 12.444 34 .000 .88367 .7394 1.0280

It has been found after conducting the above kest(fT) value calculated is (12.44), which is highe indexed
value, as it has been found that sig=0, therefoeenull hypothesis (HO) is rejected and acceptaiternative
hypothesis (H1). This meatisat the existence of a professional control systeon the performance quality
of the audit firms in Jordan would enable achievinghe quality of their audit activities.
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The Second Hypothesis

This hypothesis was tested by relying on quest{@ss18) of Part Il of the questionnaire. Table X&). shows
the answers on questions of the second hypothésisarithmetic mean values, and standard deviatidwich

were as follows:

Table (4)
Arithmetic Averages and Standard Deviations of thé/ariables of the Second Hypothesis
Se Question Arithmeti | Standard
r. C mean deviation
15 | The audit firm shall publish a web on the In&trallows customers to leafr4.06 0.54
about the activities of the Firm
16 | Provide internal network allows the personneghefaudit firm to exchange ¢f4.31 0.47
views and proposals with other members of the firm.
17 | Use the Internet for constant communication archange of information 3.91 0.85
during the audit process.
18 | Use ready designed software specialized in thr& of auditing; such as:
18 | Expertise Systems to evaluate the internal cosirstems 3.14 0.65
-1
18 | Expertise Systems to take decisions related to ssisge the relative 2.40 0.69
-2 | importance levels
18 | Expertise Systems to determine the adequacy oaltbevance for doubtfu| 2.66 0.73
-3 | account
18 | Expertise Systems to take decisions for continaftghe organization being2.94 0.87
-4 | audited
18 | The use of software designed by the audit firm. 93.4 0.56
-5
The arithmetic means of averages 3.36 0.18

It has been noted from Table 4 that the arithmean of questions collectively is 3.36, which ighar than
average of measurement tool (3) and the standandtib® of questions collectively is 0.18. Thiglicates a
clear consistence and agreement between the ansfitbies sample, as the answers of the respondeditsates
that audit firms do not use specialized expertigetesns for assessing the relative importance leaats
determine the extent of adequacy of the allowarfcdoabtful debts account, as well as on taking slens
related to the continuity of the organization bemglited. The averages were respectively (2.946 22.40),
which are less than the assumed average. Thef esgertise systems to assess the control systesrhigher
rate, reached 3.14. This proves that all respasdsiihe study sample do not agree on applyirggstem but
partially by the audit firms. In finding out theithimetic mean of the averages of the sub-questibmgiestion
No 18, we find that the ratio is (2.92) and thendtad deviation is 0.25. This indicates the répecdf the
study sample; in general, that the audit firms imman rely on expertise systems, but the agreemast w
through the arithmetic mean of the average of thdyssample for all the assumed variables thaatlut firms
actually use modern information technology.

Based on foregoing results, the hypothesis is dabép To make sure of this result, double t-tezs wsed for
the arithmetic means of the variable to study famparison to the assumed arithmetic mean.

Table (5)
Testing the Second Hypothesis by using One-Samplest
Test Value = 3
95% Confidence Intervdl
of the Difference
T Df Sig. (2-tailed) |Mean Difference |Lower Upper
h2 111.476 34 0.000 .36429 .2998 4288

It has been found that after conducting the test the T value calculated = 11.47, which is lartiem the
indexed value; where SIG = 0, and pursuant to theistbn rule, the null hypothesis is rejected ahd t
alternative hypothesis (H2) is accepted: Tus® of Information Technology by the audit firms inthe
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Jordanian business environment in their activitiescontributes to the development of their quality
performance.

The Third Hypothesis:
This hypothesis was tested by relying on questidfs 23) of part Il of the questionnaire.

Table (6)
Table 6 demonstrates the answers to questions retat to the third hypothesis, arithmetic mean values,
and standard deviation which were as follows

Ser. Question Arithmetic | Standard
mean Deviation
19 The auditor is responsible for discovery of mompliance with laws 4.71 0.46
and regulations.
20 The auditor is responsible for preventing missteents when auditing 4.31 0.76
the accounting estimates.
21 The auditor is responsible for applying the basinciples of auditing 4.37 0.49
and discovering the errors and fraud in the finalngtiatements.
22 It is the auditor’s responsibility to considke tappropriateness of using.89 0.58
the continuity hypothesis by the management in gmiag the financial
statements.
23 The auditor is responsible for communicatinghwite management on4.29 0.75
matters relevant to the auditing task.
The arithmetic mean of the averages 4.31 0.18

It has been noted in Table No. (6) that the arititnmean of the averages for the variables of thedT
Hypothesis is (4.31), which is higher that the assd arithmetic mean, which (3.0) and the standaxibtion of
the answers of the sample respondents is (0.18ghwdemonstrates consistency of respondents andwers
questions of the questionnaire. All respondentithefsample agreed that the auditor is responsibldi§covery
of non-compliance with laws and regulations, whighhe highest rank of respondents answers (4.@ddept,
followed in the second rank by the phrase statimgt tThe auditor is responsible for applying thesiba
principles of auditing and discovering the errand &aud in the financial statements” by (4.37)ceat, then the
phrase stating “The auditor is responsible for prgwmg misstatements when auditing the accountstignates
by (4.31) percent, then the phrase stating thdhé& auditor is responsible for communicating witte t
management on matters relevant to the auditing tagk4.29) percent and the last rank was the phedating
“It is the auditor's responsibility to consider ttagpropriateness of using the continuity hypothésisthe
management in preparing the financial statemen{8189) percent.

Based on foregoing results, the hypothesis is dabép To make sure of this result, double t-testhe
arithmetic means has been used on the variabledttidy to be compared to the assumed arithmetms

Table (7)
Testing the Third Hypothesis by using One-Sample B
Test Value =3
Mean 95% Confidence Interval of the Differenge
t Df Sig. (2-tailed) |Difference Lower Upper
h3 42.410 34 .000 1.31429 1.2513 1.3773

After testing, it was found that the T value cadtatl = 42.41, which is greater than the indexedevahd the
value of SIG=0. Pursuant to the decision rule,nthié hypothesis is rejected and the alternativeoliygsis H3 is
acceptedithe development and activation of legal accountalify could enable the audit firms in the
Jordanian business environment from developing theiquality performance.

Results and Recommendations

I- The Results:

The research concluded a set of results repregettimn answer to the problem of the study raisedhan
Introduction of this research which would achielve tbjectives which are represented in the follows:
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The public audit Forms in the Jordanian businesgremment exercise quality control elements by
providing the independence and objectivity, andytlsercise scientific mechanisms in personnel
management operations. Auditing and accepting dome have been done in accordance with
generally accepted professional standards. Quabtytrol processes take place only through self-
censorship without relying on external examinatieethod for quality performance.

Audit firms in Amman depend on the modern informattechnology without reliance on advanced
expertise systems that help the beginner auditopetform their duties efficiently, particularly the
following areas:

0 Evaluating the internal control systems and thesssent of relative importance levels and
the extent of adequacy of the doubt debt allowaartd take decisions on the extent of the
continuity of the organization.

O The legal accountability has been activated onatidit firms in Jordan, so the auditor in the
Jordanian business environment becomes respomsilliscovering the non-compliance to the
laws and regulations, as well as he is respondinereventing the misstatements when
auditing accounting estimates, in addition torkisgponsibility for discovering error and fraud
in the financial statements and to consider the@pfateness of using the continuity of the
organization hypothesis by the management in thpgration of the financial statements.

II- Recommendations:
Based on the results concluded we recommend tluviol:

It is necessary to activate the elements of qualigtrol in the audit firms in the Jordanian busie
environment and the professional organizations Ishohbligate the audit firms in Jordan to activdte t
audit firms control by other audit firms.

It is necessary for the audit firms to invest atiporof their capabilities in the information teaiogy, in
particular those relating to the expertise andrirgesoftware where the quality of auditing will bigher

by using the information technology and moderniimfation systems as such technology would assist to
increase the auditor performance and minimize gisre behaviors in auditing.

The need to adhere to the audit standards, Intenatguarantee and principles of the professional
conduct of the auditors when conducting their msi@nal duties, and to carry out accurate exanainati
of the potential customers and their managements fir inter into contract with them. Moreover,ist
necessary activate the control on Amman Stock Exgdao compel the audit firms to apply the auditing
standards and international guarantee to the coiepésted in Amman Stock Exchange.
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