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SUMMARY 
We have all studied accounting at C-level and found it interesting to do a research within the 
subject of auditing. Our understanding of this subject was developed through discussions with 
a researcher at the University of Umeå and with an Authorised Public Accountant at 
Lindebergs Grant Thornton in Umeå, who gave us some new angles of approach on the 
subject.  
 
Because all joint-stock companies in Sweden need to have an auditor we thought it would be 
interesting to study how companies choose their auditor and which factors influence their 
choice. Therefore our research question is: 
 
“Which factors influence joint-stock companies in their choice of auditor?” 
 
The main purpose of the study is to get a better and deeper understanding of the subject, in 
order to clarify the purpose we established three sub purposes: 
 
• Establish which determinants that play a significant role in a company’s choice of 

auditor. 
• Investigate if there are any differences between companies of different sizes. 
• Research how auditors perceive the relationship with their clients.   

 
We have performed a study with a subjective view of reality and to get a deeper 
understanding for the subject of our thesis we chose a qualitative research method. The 
purpose of this study is to get a better understanding and therefore the hermeneutic point of 
view is the most suitable alternative because it brings attention to understanding and realistic 
thinking. During the study we have done a total of eight interviews, six with joint-stock 
companies of different sizes managed by the owner and two interviews with auditors, both 
working in a “Big Four” audit firm. After the interview we compared the collected data with 
our chosen theories to see if there are any patterns that we can draw a conclusion from. This is 
representative for the deductive approach of our study.  
 
Our study shows that recommendations and personal relationships are the most important 
determining factors for a company when choosing an auditor. Recommendations from friends 
and family are the most common way to get in contact with an auditor.  
 
Prior to the study we believed that companies of various sizes would have different opinions 
of which factors that influence their choice of auditor but the study shows that there are no 
significant differences in how the companies choose their auditor. 
 
The auditors’ perceptions of what expectations the companies have on their auditors overall 
seem to agree with what the companies expressed during the interviews. However, a majority 
of the respondents in the researched companies want their auditor to be more pro-active and 
knowledgeable about the company.  
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1. INTRODUCTION 
In this chapter we will give a background to why companies need an auditor and the role the 
auditor plays in the company being audited. Furthermore we discuss the future and how an 
abolishment of the statutory audit in small companies could affect companies and audit firms. 
This part also includes our choice of thesis, purpose, and the delimitations we have. 

1.1 Choice of the Subject 
After studying accounting on the C-level we wanted to get a broader knowledge on the 
subject of accounting, since almost all companies today need to have their accounting 
audited1. (Detailed information about which companies need to have an audit performed is 
enclosed in Appendix 5.) There is an ongoing debate about the future of the statutory audit 
and because of this we wanted to learn more about the statutory audit, auditing in general and 
the relationship between companies and their auditors.  
 
“Companies want to keep the statutory audit”. In a recently made study by Tobias 
Svanström, a lecturer and researcher at the University of Umeå, it is stated that most 
companies want to keep the statutory audit. Among the researched companies the general 
opinion is that the audit does not represent a financial burden nor is it regarded as being 
overly time consuming. Instead the audit is considered as an asset to the company since it 
contributes to financial control and can be useful for the company’s stakeholders.2  
 
According to Anders Fredberg, the owner of Autovation AB in Gävle, the auditor is a 
valuable resource. He states that he is planning to keep the audit service even if the statutory 
audit should be taken away.3  
 
The current debate on the subject of statutory audit and discussions during a lecture with 
Tobias Svanström, where he mentioned different potential topics, led us to the choice of topic 
for our thesis. Eager to learn more we talked to Svanström about the subject and he had some 
additional interesting ideas and suggestions that helped us in our decision regarding the 
choice of a topic for the thesis. 
 
In order to gain a deeper understanding on the subject how companies choose their auditor we 
met with Hans Nilsson who is an Authorised Public Accountant at Lindebergs Grant 
Thornton in Umeå. He offered us some new angles of approach and told us about problems 
that might occur when studying the subject. Nilsson stressed the importance of defining the 
concept of an auditor. Furthermore he also discussed the fact that the Swedish Accounting 
Standards Board has issued new recommendations regarding how companies can use their 
auditor. This means that companies of a certain size are not allowed to use their auditor as an 
adviser. The new recommendations only concerns companies that fulfil two out of three 
criteria in the category K3. The K3 category includes smaller listed joint-stock companies and 
larger unlisted joint-stock companies with more than 50 employees or more than 25 Million 
Swedish Crowns (SEK) in assets or more than 50 Million SEK in revenue. This should be 
taken into practise by the first of January 2007.4      

                                                
1 Revisionslagen (1999:1079) 3§ 
2 Tobias Svanström, ”Företagen vill behålla revisionsplikten: Små konsekvenser för branschen om 
revisionsplikten avskaffas. Balans nr 11, (2006): 29. 
3 Anders Fredberg, ”Revisorn är en värdefull resurs”. Input nr 3, (2006): 10. 
4 Umeå Universitet 2006-11-27 http://www.bfn.se/Aktuellt-nyheter/ 
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1.2 Problem Setting 
The audit of an organisation’s financial reports help to ensure the quality of the presented 
results. This is considered to be a necessity for a well functioning industry and society.5 Not 
all types of organisations need an authorised accountant to perform the audit, but all joint-
stock companies must have an accountant who is qualified to perform statutory audits, which 
means it has to be an Authorised or Approved Public Accountant.6  
 
In Sweden there are two different kinds of public accountants that are authorised to perform 
these audits; Authorised Public Accountant and Approved Public Accountant.7 Joint-stock 
companies listed on the stock market or privately owned joint-stock companies with more 
than 200 employees and revenue of more than 40 Million SEK must have an Authorized 
Public Accountant or an Approved Public Accountant who has passed the test performed by 
The Supervisory Board of Public Accountants.8  
 
Sweden is one of few countries that have statutory audit with the same regulations for all 
companies regardless of size. This caused the Confederation of Swedish Enterprise to raise 
the question in 2005, after publishing a study by Per Thorell, former Professor of Corporate 
Law now Head of Technical Department9, at Ernst & Young and Claes Norberg Professor of 
Corporate Law10 at Lund University.11 The study was made on behalf of the Confederation of 
Swedish Enterprise and to a large extent based on the situation in the United Kingdom.  
Thorell and Norberg reached the conclusion that the Swedish government should abolish the 
statutory audit for small joint-stock companies and begin with companies with yearly 
revenues of less than 3 Million SEK12. One of the arguments was that the cost of the audit 
widely exceeds the benefits received for the auditee. The authors further state that the audit 
first and foremost serves the society and that small companies do not benefit in the same way 
as large companies do from the audit. In small companies the owner and members of the 
board are often the same persons and they already have a high level of control in all parts of 
the company. The study by Thorell and Norberg reached the conclusion that audits should be 
voluntary for small companies.13  
 
Contradicting results have been reached during a study performed by Svanström at the 
University of Umeå. He stated that the study made by Thorell and Norberg is not in 
correspondence with Swedish conditions.14 Svanström also made a survey study during the 
spring of 2006 among joint-stock companies and came to the conclusion that the companies 
do see a value in the statutory audit and that the companies in general do not encourage an 
abolishment of the audit.15 
 

                                                
5 Föreningen Auktoriserade Revisorer. Revision. Vad är det? (Stockholm: FAR Förlag AB, 1999), 9. 
6 Moberg, Bolagsrevisorn, 28. 
7 Umeå Universitet 2006-11-27 http://www.revisorsnamnden.se/infoenglish.htm/ 
8 http://www.svensktnaringsliv.se/FILES/dokument/nyheter/2005-06-23_utred_revisionsplikten.pdf 
9 http://www.juridicum.su.se/sccl/verksamhet/sarskilda_projekt.asp 
10 http://www.eki.liu.se/externt/redovisningsakademin/knf2006/forelasare 
11 http://www.svensktnaringsliv.se/ 2005-03-16/Slopa revisionsplikten i de mindre företagen 
12 http://www.svensktnaringsliv.se/Files/dokument/nyheter/2005-06-23_utred_revisionsplikten.pdf 
13 Thorell, P. and C. Norberg, Revisionsplikten i små aktiebolag, Svenskt Näringsliv, 2005. 
14 Tobias Svanström. (2004). Revisorn som rådgivare ( Licenciatuppsats, Handelshögskolan vid Umeå 
Universitet, Sverige), FE-publikationer 2004:179 
15 Tobias Svanström, ”Företagen vill behålla revisionsplikten: Små konsekvenser för branschen om 
revisionsplikten avskaffas. Balans nr 11, (2006): 29. 
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We found these contradicting results interesting and decided to investigate companies’ view 
of the audit and the auditor to determine what factors that influence their choice of auditor. 
Since there is a statutory audit in Sweden today this most certainly affects the companies’ 
choice of auditor. We also saw this study as an opportunity to give the audit firms the 
companies’ viewpoint of the selection process, to enable the audit firms to evaluate the 
relationship with their clients.  

1.3 Research Question  
In our problem setting we discuss the statutory audit which today is mandatory for all joint-
stock companies and because of that we found it interesting to further investigate the 
question;  
 
“Which factors influence joint-stock companies in their choice of auditor?” 

1.4 Purpose 
The purpose of this paper is to get a better understanding of the selection process when joint-
stock companies choose their auditor. From the main purpose we have developed three sub 
purposes. 
  
• Establish which determinants that play a significant role in a company’s choice of 

auditor. 
• Investigate if there are any differences between companies of different sizes. 
• Research how auditors perceive the relationship with their clients.   

1.5 Delimitations  
We have chosen to focus our study on unlisted joint-stock companies in Umeå in which the 
owners play an active role in the managing of the company. To receive another perspective of 
the problem we interviewed two auditors.  

1.6 Definitions of Concepts and Terms  
To facilitate the understanding for the reader we will in this section define some of the 
concepts and terms used in this study.  

1.6.1 Explanation of Concepts and Terms 
 
Auditor An Authorized Public Accountant or an Approved Public Accountant. 
Auditee The company that is being audited. 
Authorized 
Public 
Accountant 

Allowed to perform statutory audits. Theoretical education: 160 p at the 
university consisting of at least 60 p business economics, 20 p commercial 
law and 10 p tax law. Practical education: 3 yrs of full time work at an audit 
firm. 2 yrs practice including 1000 hrs of auditing. Passed the exam 
performed for Authorized Public Accountants at The Supervisory Board of 
Public Accountants.16  

Approved 
Public 
Accountant 

Allowed to perform statutory audits. Theoretical education: 120 p at the 
university consisting of at least 40 p business economics, 20 p commercial 
law and 10 p tax law. Practical education: 3 yrs of full time work at an audit 

                                                
16 Revisorsnämndens föreskrifter om utbildning och prov (RNFS 1996:1) 2-13§§ 
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firm consisting of 1500 hrs auditing. Passed the exam for Approved Public 
Accountants performed at The Supervisory Board of Public Accountants.17 

K1 Sole proprietorship, partnerships and non-profit associations18 
K2 Unlisted joint-stock companies and economic association with less than 50 

employees, less than 25 Million SEK in assets, less than 50 Million SEK 
revenue. The company should fulfil two out of three criteria.19   

K3 Smaller listed joint-stock companies and larger unlisted joint-stock 
companies with more than 50 employees, more than 25 Million SEK in 
assets, more than 50 Million SEK revenue. The company should fulfil two 
out of three criteria.20   

K4 Companies that follow IFRS.21 
The Big Four The four largest audit firms in the world: PricewaterhouseCoopers, Ernst & 

Young, Deloitte and KPMG.22 

Sounding 
board 

A person whose reactions to something serve as an indication of 
acceptability.23 

Figure 1. Explanation of Concepts and Terms 
 
The reason to why we have presented all the different categories K1-K4 is to give the reader 
an overview and a better understanding for this connection. Number of employees, revenue 
and assets are criteria which determine in which category companies belong according to the 
Swedish Accounting Standards Board.  

                                                                                                                                                   
17 Revisorsnämndens föreskrifter om utbildning och prov (RNFS 1996:1) 2-13§§ 
18 Umeå University 2006-11-27 http://www.bfn.se/Aktuellt-nyheter/ 
19 Umeå University 2006-11-27 http://www.bfn.se/Aktuellt-nyheter/ 
20 Umeå University 2006-11-27 http://www.bfn.se/Aktuellt-nyheter/ 
21 Umeå University 2006-11-27 http://www.bfn.se/Aktuellt-nyheter/ 
22 Umeå University 2006-11-24 http://en.wikipedia.org/wiki/Big_Four_auditors /  
23 Umeå University 2007-01-25 http://en.wikipedia.org/wiki/Sounding_board 
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1.7 Layout of the study 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 2. Layout of the Study

Chapter 1. Introduction 
In this chapter we are going to introduce the subject of the 
thesis. The purpose is introduced and delimitations and 
definitions are explained.  
 

Chapter 2. Theoretical Method 
The chapter includes our view of knowledge and which 
method that is used to examine the chosen subject.   
 

Chapter 3. Theoretical Framework 
The first section of this chapter is giving an introduction to 
what an audit is and thereafter our chosen theories are 
introduced. 

Chapter 4. Practical Method 
This chapter portrays our practical working process during 
the study. 
 

Chapter 5 Empirical Data 
The empirical data that was collected during the interviews 
is presented in this chapter.  
 

Chapter 6. Analysis 
In this chapter the empirical data is analysed and compared 
with the chosen theories.  
 

Chapter 7. Conclusion  
This chapter presents the conclusions that are drawn from 
the analysis. We also give examples on topics for further 
research. 

Chapter 8. Truth Criteria 
In this chapter the important truth criteria for a qualitative 
study are discussed and considered.  
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2. THEORETICAL METHOD 
This chapter is going to describe the understanding about the subject we had before we 
started the study. Discussions about which ontological assumption we have, our view of 
knowledge and how our choice of method was made are all included in this chapter. 

2.1 Pre-understanding  
“There is no development of knowledge without pre-understanding”24  
 
During a person’s life there is an ongoing process which creates an understanding for how to 
view and understand the surroundings. Factors as social background, education and work 
experience are affecting the pre-understanding.25 A person’s individual values are also 
affecting the pre-understanding, which sometimes also can be seen as wishful thinking. To 
underline the importance of pre-understanding one can verify this by comparing it to a 
newborn child, which is the only one who has a lack of pre-understanding.26 With this in mind 
it is important to describe how and if this can affect the results of the study. 
 
This pre-understanding is divided into two parts: practical pre-understanding and theoretical 
pre-understanding. The practical pre-understanding is what the researcher experienced 
through life. The knowledge that has been collected through education, studies and research 
are theoretical pre-understandings.27 

2.1.1 Practical Pre-understanding 
Our practical pre-understanding is reached through life experience. All of us, who have 
worked on the thesis, have worked previous to, or during our university studies and these 
experiences have influenced our pre-understanding in different ways which can be difficult to 
define since none of us have any previous experience from the auditing business. For example 
as all individuals we are constantly facing situations where we have to make different choices 
and these experiences have affected our view on selection processes. This is a kind of pre-
understanding which can have influenced our work on the thesis. 

2.1.2 Theoretical Pre-understanding 
We all have theoretical backgrounds from the University of Umeå. This semester we have 
studied business administration with accounting as our main subject matter. From the studies 
we have gained a broader knowledge and a better understanding for the subject of business 
administration. The knowledge we had about auditing previous to this study we had received 
during lectures at the university.   

2.2 Ontological Assumptions 
Ontology concerns what is considered to be reality and the study of existence.28 You can, as a 
researcher, have an objective or subjective view of reality. This is usually already shown in 
the research question of a study. If the purpose of the thesis is to get a better understanding of 

                                                
24 Stig Lindholm, Vägen till vetenskapsfilosofin- en introduktion (Lund: Academica Adacta AB, 2001), 73. 
25 Maj-Britt Johansson Lindfors, Att utveckla kunskap: om metodologiska och andra vägval vid 
samhällsvetenskaplig kunskapsbildning (Lund: Studentlitteratur, 1993), 25. 
26 Torsten Thurén, Vetenskapsteori för nybörjare (Stockholm: Liber AB, 2003), 56-59. 
27 Johansson Lindfors, 76. 
28 Bob Ryan, Robert W Scapens and Michael Theobald, Research Method and Methodology in Finance and 
Accounting, (London: Thomson Learning, 2003), 11. Johansson Lindfors, 34. 
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a decision process it is indicating a subjective view of reality. As an objective observer one 
believes that there is a reality that exists beyond the human being. 29   
 
As our research question indicates, we are interested in getting a better understanding of the 
factors that affects the companies’ choice of auditor from their point of view as a social actor. 
Because of this we have chosen a subjective view of reality, which helps us to understand 
humans’ actions in different processes. Since we are looking for better understanding a 
qualitative research method was most appropriate for our study. This because the qualitative 
method contains a picture of the social reality as a quality that is constantly changing and 
describes the individual as a being with a creative and constructive ability. This accents our 
choice of a subjective view of reality.30 

2.3 View of Knowledge 
The positivistic view of knowledge compared to the hermeneutic view, which are the two 
main alignments of the epistemological approach, is that the positivistic view concentrates on 
numbers and amounts meanwhile the hermeneutic view brings attention to understanding and 
realistic thinking.31 
 
Since the main focus of our study is to get a better understanding of how different joint-stock 
companies choose their auditor it felt logical to have a hermeneutic view of knowledge.32 
Characteristic for the hermeneutical view of knowledge is that the study goes deeper rather 
than broader which makes it difficult to apply the results to all companies.33  
 
If our study instead had had a positivistic view of knowledge we would have concentrated on, 
for example, how often joint-stock companies change their auditor or how frequently one 
specific process occurs. Hence the positivistic view of knowledge is characterised by finding 
causality and relations between different factors or as in this case, joint-stock companies. As 
oppose to the hermeneutic view of knowledge the purpose of the positivistic view is to be able 
to generalise the results of the study to other companies.34 

2.4 Choice of Method 
Because of the hermeneutic view of knowledge the study is performed with a qualitative 
research method. The choice of method came naturally to us since we wanted to get richer 
descriptions and deeper understanding that would not have been possible with a quantitative 
research method.35 It is said that when choosing a qualitative method the goal is to identify or 
discover not yet known phenomenon and characteristics. The objective is also to understand 
specific areas better that might not have been satisfactory researched.36  
 
Our goal is to get a broader knowledge about the factors that influence the companies’ choice 
of auditor. We think that this subject has not been researched enough and that there is more to 

                                                
29 Johansson Lindfors, 39. 
30 Alan Bryman and Emma Bell, Företagsekonomiska forskningsmetoder(Malmö: Liber Ekonomi, 2005), 40. 
31 Thurén, 14. 
32 Bryman and Bell, 29. 
33 Johansson Lindfors, 46. 
34 Ibid., 46. 
35 Mats Alvesson and Stanley Deetz, Kritisk samhällsvetenskaplig metod (Lund: Studentlitteratur, 2000), 71. 
Steinar Kvale, Den kvalitativa forskningsintervjun (Lund: Studentlitteratur, 1997), 67. 
36 Per-Gunnar Svensson and Bengt Starrin, Kvalitativa studier i teori och praktik (Lund: Studentlitteratur, 1996), 
54. 
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learn about it. Therefore we believe that the qualitative research method will be suitable for 
this study. A quantitative method is more common together with a positivistic view of 
knowledge and since our study is not focusing on frequency and relationships interpreted in 
numbers or percentage this method would not be applicable to our study37. 

2.5 Perspectives 
With this study we want to illustrate on what grounds owner-managers in joint-stock 
companies choose their auditor and what determinants are important in the selection process. 
Therefore, this study is seen from the auditees’ point of view. It would have been possible to 
perform this study from the auditors’ point of view, but by using the auditees’ perspective the 
results of the study can be valuable for auditors in their approach to clients. Though, we have 
chosen to add the point of view of two auditors to get their perspective on the matter.  

2.6 Scientific Base of the Study 
There are two main ways to approach a study, the inductive and the deductive approach. The 
deductive approach begins in a theory and ends in a comparison with the empirical findings. 
The inductive approach is initiated in the empirical study to make it possible to generate a 
theory.38  
 
We started the study by seeking recent theories for the issue auditing and then we compared it 
to the empirical findings, which is typical for a deductive approach. Even though our 
viewpoint is hermeneutic and this view often is connected with an inductive approach we find 
the deductive way of method more suitable for this study39.  

2.7 Choice of Secondary Sources 
Through the library of the University of Umeå we have searched in their databases to find 
relevant literature, articles and facts about the companies. The databases that we primarily 
used were ALBUM, Business Source Premier and Affärsdata. In the search we used 
keywords both in English and in Swedish. These are some of the keywords that we used; 
 
Keywords in English: auditor, auditing, choice of auditor, audit pricing, audit quality 
 
Keywords in Swedish: revisor, revision, val av revisor, kvalitet 
 
We received some articles from Tobias Svanström that have been very helpful to us. Further 
we have found articles and literature through the references of other studies on bachelor- and 
master levels concerning subjects similar to our topic. We have also collected facts, statistics 
and reports from different websites on the Internet. Examples of these are the websites of The 
Institute for the Accounting Profession in Sweden (FAR), The Confederation of Swedish 
Enterprise, The Accounting Standards Boards and The Supervisory Board of Public 
Accountants.  
 

                                                
37 Jan Trost, Kvalitativa intervjuer (Lund: Studentlitteratur, 2005), 14. Bryman and Bell, 40. 
38 Henny Olsson and Stefan Sörensen, Forskningsprocessen; Kvalitativa och kvantitativa perspektiv (Stockholm: 
Liber AB, 2001), 35. Bryman and Bell, 25. 
39 Olsson and Sörensen, 35.  
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2.8 Criticism of Secondary Sources 
The majority of the articles we have used are peer reviewed and therefore we consider them 
as reliable sources. We are aware of the fact that even though an article is peer reviewed it can 
contain inaccuracies and mistakes. Some of the articles we have used are based on studies 
performed in countries where the Anglo-Saxon perspective on audit is dominating which 
mean that they are not altogether applicable to Swedish circumstances. Though, we have used 
articles that we have found to be relevant. Further it can be assumed that the literature and 
articles we have used were written with a different purpose and in another context than ours, 
but we have tried to use material that is generally accepted.  
 
Regarding the literature used in this study we have tried to use as recent material as possible. 
A few of the books and theses are from the 1990s but we still find them reliable and 
contributing with relevant and valuable information to our study. 
 
On the Internet we have chosen to use well-known sources that represent renowned 
organisations and institutions. We have tried to avoid websites with more questionable 
origins. On one occasion we have used the free online encyclopaedia Wikipedia which gave 
the best summary and description of the term “The Big Four”. We are aware that Wikipedia 
can be considered as a less serious source because it makes it possible for the reader to edit 
the information but in this case we have verified the contents with other references received in 
person and found it to be truthful.   
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3. THEORETICAL FRAMEWORK 
The first section in this chapter explains what an audit consists of and what the 
responsibilities of an auditor are. The expectations that companies have on their auditor can 
sometimes be different from what the auditor actually does during an audit, which can affect 
the relationships with the auditor. Further the purpose of this chapter is to present the 
different theories that will be compared to the empirical data.  

3.1 What Is an Audit 
Through the years the audit has evolved and often the changes have been a result of different 
incidents and crises, for example did the Kreuger-crash in the late 1920s influence the 
Swedish Companies Act. In modern times the Fermenta-affair in the middle of the 1980s 
caused FAR to publish a recommendation about auditors’ reminders. The most recent incident 
that has been debated in media is the Enron-affair in the United States when the auditors were 
accused of not being independent enough. All these incidents have developed the auditing 
trade and the standards used by the auditors have received a lot of attention.40    
 
Auditing is described as to critically study the accounting of a company, to judge the quality 
of the accounting and make a statement of the result. Apart from the yearly audit of annual 
reports there are other types of situations when auditing is necessary, for example when a 
company is acquired. There are several different kinds of audits, but we have chosen to focus 
on audits performed by external auditors employed by an audit firm and hired to perform an 
audit in a joint-stock company. Audits are especially important in joint-stock companies since 
the owners are only liable with the capital staked. The audit helps to guarantee the quality of 
the accounting and that the information in the annual report is correct. 41 
 
Thorough planning is important when performing an audit especially since all companies are 
different and has to be reviewed on the basis of those conditions. Because of this an analysis 
of the company is made to give the auditor a better knowledge of the specific conditions of 
the company that is being audited. This analysis should treat all different aspects of the 
company, for example the trade and the market where the company is active. It should also 
give an overview of the competition, the relationship between the company and its clients, the 
company’s suppliers and the buying process as well as the production, marketing and other 
services. Of course the auditor also needs to understand the company’s organisation and 
administrative system. This information can be received from people in the organisation, trade 
organisations, media, Internet and different studies.42   
 
To be able to determine where the risks for material errors are the greatest an analysis of the 
risks in the company can be invaluable for the auditor. Furthermore the assessment of the 
materiality together with the assessment of the risk decides what should be audited, how 
much should be audited and when the audit is going to take place.43   
 
One of the risks involved in the audit is that the auditor can make an incorrect statement in the 
auditor’s report and this is called the audit risk. The audit risk is affected by other kinds of 
risks. There is always a risk that there are errors and mistakes in the accounting or the 

                                                
40 Föreningen Auktoriserade Revisorer. FARs Revisionsbok, (Stockholm: FAR Förlag AB, 2002), 115-116. 
41 Föreningen Auktoriserade Revisorer. Revision. Vad är det?, 9. 
42 Ibid., 14. 
43 Ibid., 15. 
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administration and this risk is called the Inherent Risk. Often it can be hard to appreciate the 
value of assets and debts in a company and this adds to the Inherent Risk. Another risk is 
called the Control Risk and concerns the risk that errors are not detected by the company’s 
internal controls system which means that the auditor must be even more thorough when 
performing the audit. The planning and the extent of the audit affect the risk of not detecting 
material errors and that is called the Discovery Risk.44      
 
After the audit has been completed the auditor makes a statement about the company’s annual 
report and the administration of the management. This statement is called the Auditor’s 
Report and is written according to a template issued by the Institute for the Accountancy 
Profession in Sweden. The Auditor’s Report is published in the annual report. Furthermore 
the auditor reports to different employees in managerial positions within the company that has 
been audited and these reports can concern for example security and the control systems or 
the systems for communication used in the company. The auditor can give critique, but also 
suggest solutions for improvements.45  
 
Good communication between the auditor and the management of the company that is being 
audited makes it easier for the auditor because material faults and lacks within the company 
should be reported to the board of directors and the management. If there are material errors 
that have not been corrected before the completion of the audit these errors have to be 
reported in the auditor’s report. The auditor has a responsibility to report any improper actions 
within the company to the managing director and the board of directors and if there are 
suspicions of criminal behaviour the auditor should contact the local prosecutor.46    
 
If there are material deviations from law and generally accepted accounting principles the 
audit report is impure and is called a modified auditor’s report. The annual report cannot be 
published without the auditor’s report, which makes the report an extremely important 
document for the company in question.47  
 
In this section we want to give the reader a brief overview about what an audit is. To facilitate 
the understanding of our subject we give a brief description of the meaning of audit and the 
line of action of an audit.  

3.1.1 The Statutory Audit 
According to Swedish law joint-stock companies must have their accounting and annual 
reports audited by an external auditor.48 The law governing qualified auditing in all 
companies took effect in 1983 after an initiative of the Swedish National Council of Crime 
Prevention, BRÅ (1978:2, the Accountant Activity). BRÅ wrote a memo to the Swedish 
parliament where they claimed that companies that were not obligated to have a qualified 
accountant were more likely to commit financial crimes. After the law had been accepted in 
1983 the question about the need for auditing has rarely been spoken of or discussed until 
today when many countries in Europe have abolished the statutory audit for small 
companies.49  

                                                
44 Föreningen Auktoriserade Revisorer. Revision. Vad är det?, 15-17. 
45 Ibid., 28-29. 
46 Ibid., 29. 
47 Ibid., 30. 
48 Krister Moberg, Bolagsrevisorn (Stockholm: Norstedts Juridik AB, 2003), 41-42.  
Revisionslagen  (1999:1079) 3§ 
49 http://www.svensktnaringsliv.se/FILES/dokument/nyheter/2005-06-23_utred_revisionsplikten.pdf 
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The Statutory Audit in joint-stock companies consists of the management audit and the 
financial audit.50 The Companies Act defines several demands on the board and the Managing 
Director, which the audit of the management’s administration reviews.51 The financial audit 
assesses and reviews the annual report and the accounting records in a company and if the 
company in question is a parent company the audit also reviews the consolidated accounts.52 
By performing an audit of the annual report the possibility decreases that the information 
received by stockowners and other stakeholders contain material mistakes that could mislead 
them. Audits help to reduce the information asymmetry between stakeholders and managers.53 
To summarise, the purpose of auditing the annual report and the consolidated accounts are 
that through the information gathered the auditor will be able to decide if the profit and loss 
statement, the management report and the notes to the report are fair. Further the auditor 
wants to ensure that the debts and assets in the balance sheet exist and are valued correctly. 
The auditor has to make sure that all the assets and debts are described in the balance sheet 
and that the financial information gives a correct picture of the company’s outcome and 
position. Another task for the auditor is to decide if the management report is consistent with 
laws and regulations as well as generally accepted accounting principles and furthermore if 
the general information presented is consistent with the financial information and with what 
the auditor knows about the company.54  
    
Here we want to show the complexity of the statutory audit, what it consists of and clarify 
what is done during an audit. We also want to show how important it is that the financial 
information is correct and that it reflects the company’s position fairly. Because of this we 
want to underline the importance for a company to take an active role in the selection of an 
auditor.  

3.1.2 Audit Stakeholders  
The primary beneficiaries of statutory audits in Sweden are considered to be the society and 
the creditors, which is different from an Anglo-Saxon point of view where the shareholders 
are the primary beneficiaries. The audit helps the government in preventing financial crime 
and through audits it is also possible to discover crimes committed. It also makes it easier for 
the government to ensure that taxes are handled correctly and that the appropriate amount is 
paid. The society benefits in several ways from the statutory audits. In small companies where 
the owners also are members of the board external owners do not benefit from audits as in 
large companies with a large number of owners and shareholders. Instead creditors, such as 
banks, benefit the most from the statutory audits in these companies. Since all joint-stock 
companies need to publish their annual report, financial information is easily accessible for 
the banks when they process loan applications. Of course the banks do not rest their decisions 
only on the annual reports but also on other types of financial information that is not 
generated from the audit.55    
 
We mentioned earlier the importance of the statutory audit and because of this we found it 
necessary to present the parties that are interested in the audit. The Stakeholder Model gives 

                                                
50 FARs Revisionsbok, 18-19. 
51 Föreningen Auktoriserade Revisorer. Revision. Vad är det?, 12. 
52 Ibid., 13.  
53 FARs Revisionsbok, 14. 
54 Föreningen Auktoriserade Revisorer, Revision. Vad är det?, 13-14. 
55 Thorell, P. and C. Norberg. Revisionsplikten i små aktiebolag.  Svenskt Näringsliv, 2005, 40 
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the reader a good overview and we found it interesting to see if the choice of auditor could be 
affected of a company’s different stakeholders.   
 

 
Figure 3. The Stakeholder Model56 

3.1.3 The Quality of the Audit 
Different auditor organisations, for example the Swedish Accounting Standards Board and the 
Supervisory Board of Public Accountants, supervise audit quality through education and are 
ensuring that auditors have the practical experience they need.57  
 
In a study made in the United States by Carcello, Hermanson and McGrath it is stated which 
attributes of audit quality that auditors, and other professionals involved in the preparation of 
the audit, think are the most important. According to them the most important attribute of 
audit quality was the experience that the auditor has with the client, how much knowledge the 
auditor has about the industry that the client is active in and how available the audit firm is 
towards the clients’ needs. Also how the audit firm complies with general audit standards was 
considered as a very important attribute measuring the quality of the audit, according to the 
study by Carcello, Hermanson and McGrath.58 Even though this study was made in the United 
States we found it interesting to see if the expectations of audit quality agree or disagree with 
the opinions of the researched companies in our study. 

3.2 What Is an Auditor 
The term auditor is used in many different contexts. Sometimes the term is used to describe 
the person that has been appointed as auditor in a company or an organisation and other times 
it can be used on an individual that works professionally with accounting and auditing 
matters. The titles Authorized Public Accountant and Approved Public Accountant are 
protected by law.59 To be able to use any of these titles one have to have studied at the 
university, gained working experience in an audit firm and passed a test performed by The 
Supervisory Board of Public Accountants.60   

                                                
56 Föreningen Auktoriserade Revisorer, Revision. Vad är det, 10 
57 FARs Revisionsbok, 103. 
58 J.V. Carcello, R.H.Hermanson and N.T. McGrath, “Audit Quality Attributes: The Perceptions of Audit 
Partners, Preparers, and Financial Statement Users”, Auditing: A Journal of Practice & Theory Vol. 11, No.1, 
spring, (1992): 11.  
59 Föreningen Auktoriserade Revisorer, Revision, Vad är det?, 11.  
60 Revisorsnämndens föreskrifter om utbildning och prov (RNFS 1996:1) 2-13§§ 
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There are 2000 Approved Public Accountants and 2300 Authorized Public Accountants in 
Sweden. A registered audit firm can be elected as a Public Accountant for a company and 
there are about 90 registered audit firms in total in Sweden.61 In Umeå there are 21 
Authorized Public Accountants, 31 Approved Public Accountants and no registered firms.62 
The so-called “Big Four”, the four largest audit firms in the world: KPMG, Deloitte, 
PricewaterhouseCoopers and Ernst & Young, all have local branches in Umeå. 
 
In Sweden an appointed auditor is supposed to perform an audit of the auditees’ annual report 
and the accounting in general performed at the company. The audit should include a review of 
the administration of the board and the managing director. Furthermore the auditor writes a 
statement where the result of the audit is presented and the auditor declares the audit report to 
be pure, or impure if the audit has revealed defects in the quality of the accounting. The 
Auditor’s Report is a sign of quality of the financial information produced by the company.63 
 
According to Companies Act auditors are supposed to be appointed at the general meeting of 
shareholders. The auditor is appointed for four years at a time and can be re-elected numerous 
times. A company can also choose a registered auditing firm as their auditor.   
 
The purpose of this section is to give a brief summary of what an auditor is, what it takes to 
become an auditor and what they are supposed to do. Once again we want to facilitate for the 
reader to understand the subject of our study. 

3.2.1 The Role of the Auditor 
The role of the auditor can be complex and consist of two parts, the refined role and the 
expanded role. The refined role of the auditor can be described as the role the auditor takes on 
when performing the statutory audit. In other situations, when the auditor is being consulted 
in various financial matters, it is solely the auditor’s experience and capability that is 
requested. It is often expected that auditors also give advice apart from performing the audit, 
which makes the role of the auditor not only inspecting but also advising. These two roles can 
be difficult to separate.64  
 
The most important role of the auditor is to perform the statutory audit, but the auditors are 
often also used as advisers. If the auditor is advising a client with whom the auditor also is 
performing the audit there are restrictions to how much advice the auditor can give. The 
guidance should not jeopardize the auditor’s independence and impartiality.65 The auditor 
must always be objective and independent. There are different laws that dictate what the 
auditor should and should not do. For the appointed auditor in a company the Company Act 
sets the rules. Other laws and organisations that dictate what Authorized and Approved Public 
Accountants should or should not do are: the Auditors Act, the Auditors Ordinance and the 
Supervisory Board of Public Accountants.66  
 

                                                
61 http://www.revisorsnamnden.se/inforam.htm 
62 Revisorsnämnden, Madeleine Brodin, 2006-11-08. 
63 Tobias Svanström. (2004). Revisorn som rådgivare ( Licenciatuppsats, Handelshögskolan vid Umeå 
Universitet, Sverige), FE-publikationer 2004:179, 53. 
64 Ibid., 54. 
65 FARs Revisionsbok, 107. 
66 Ibid., 108-109. 
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During the audit the auditor is allowed to give advice regarding issues that concerns the audit. 
The auditor is often the only financial adviser that a small company has and since the auditor 
knows the company well it is convenient for the company’s manager to ask the auditor for 
professional advice. The auditor is allowed to advice but not participate in decision-making.67   
 
In a study made by Marriott and Marriott in the United Kingdom they came to the conclusion 
that small companies often do not use their computerized accounting systems to their full 
potential and that there was a reluctance to seek further management accounting services from 
the auditor since the owner-managers considered the cost to be too high. Marriott and 
Marriott stated that auditors should try to increase the owner-managers’ awareness in 
financial matters which would be favourable also to the auditors because the clients would 
realize the value received through different services and through the information provided by 
the auditor. Therefore the owner-manager clients would request other types of services and be 
prepared to pay for these services.68 
 
We thought it would be of importance to declare the role of the auditor for the reader since 
this can influence the relationship between the auditor and the client and also the auditor 
selection process. 

3.2.2 The Gap in Expectations 
Since the audit has many stakeholders which all have different needs and expectations this 
causes a conflict in the role of the auditor. The stakeholders’ expectations of what the auditor 
is supposed to do might not correspond to what the auditor is supposed to do and allowed to 
do according to regulations. To minimize the gap in expectations it is important for the 
auditor to inform the clients and the stakeholders of what the audit contains and what the 
auditor is allowed to do.69   
 
Kirby and King stated in an article that small businesses use advice when they consider the 
advice to be appropriate and if the cost is not too high. After performing a study in England 
Kirby and King came to the conclusion that even though every joint-stock company has an 
auditor they are not frequently used as advisers when it comes to broad-based management 
issues. According to their survey the auditors and the owners-manager clients have different 
perceptions of the relationship between the client and the auditor. The auditor, according to 
Kirby and King, consider their relationship with the owner-manager as a fairly close 
relationship because of the service that they have provided to the client, whilst the owner- 
manager clients do not have the same opinion on the relationship. The study in England 
showed that owner-manager clients are not as committed to the auditor and that they often are 
discontent with their auditor’s knowledge of the line of business in which the company is 
active. Kirby and King stated that auditors could use more training in different matters to 
become more pro-active in the relationship with the company and to be more involved in the 
operations to better meet the clients’ expectations. 70     
 
If the role of the auditor is not explained for the client there can be a gap in expectations, 
which can harm the relationship between the auditor and the client and eventually lead to a 

                                                
67 Ibid., 109-110. 
68 N.Marriott and P. Marriott, ”Professional accountants and the development of a management accounting 
service for the small firm: barriers and possibilities” Management Accounting Research 11 (2000): 486. 
69 FARs Revisionsbok, 111-112. 
70 David A. Kirby and Simon H. King “Accountants and Small Firm Development: Filling the Expectation Gap” 
The Service Industries Journal Vol. 17, No. 2 (1997), 301-302.   
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change of auditor. Therefore we found it important to explain the theory of gap in 
expectations. 
 

 

 

 

 

 
 
 
Figure 4. The Gap in Expectations 71 
.  

3.2.3 Auditor Independence and the Auditor-Client Relationship 
Before discussing the auditor-client relationship the auditor independence needs to be 
mentioned. There are various definitions described in literature when discussing auditor 
independence. These definitions go from strict behavioural to motivational ones. Behind the 
maintenance of the auditor independence there is an underlying process that array from 
internal to external forces. De Angelo’s definition of auditor independence, which probably is 
the most quoted definition, is “…the probability that an auditor will report an error in the 
financial statements given that he has discovered it.”72 The probability that an auditor will 
report an error depends on the auditor’s independence and the probability that the auditor will 
discover the errors are related to if the auditor is skilful enough.73 
 
It is important to discuss the auditor independence, since this is the link that differentiates the 
auditor from other professions. Without this independence the auditor-client relationship does 
not differ significantly from other professional-client relationship.74 
 
According to Auditors Act the auditor should always be impartial and independent when 
performing the duties. An absolute independence can be difficult to achieve since it is a 
matter of human relations, but the auditor should strive to be as objective as possible.75 It is 
important for the auditor to keep the independence since advising audit clients means a threat 
to the auditor’s objectivity.76  
 

                                                
71 FARs Revisionsbok, 111. 
72 Gary Kleinman and Dan Palmon, Understanding Auditor Client Relationships: A Multi-Faceted Analysis, 
(Princeton: Markus Wiener Publishers, 2001), 7. 
73 Lasse Niemi,”Auditor Size and Audit Pricing: Evidence from Small Audit Firms” European Accounting 
Review Vol. 13, No. 3, (2004): 543. 
74 Kleinman and Palmon, 17. 
75 FARs Revisionsbok, 85. 
76 Betänkande av Revisionsbolagsutredningen, SOU 1999:43, Oberoende, ägande och tillsyn i 
revisionsverksamhet,( Stockholm: Statens offentliga utredningar, 1999), 133.  
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Since the auditor independence can affect the auditor-client relationship we wanted to explain 
a well-known definition of auditor independence. If the auditor does not clarify the 
restrictions within the relationship it can cause misunderstandings and bad atmosphere. 

3.3 How to Buy a Service 
Today services are produced and consumed in a rapid pace and we are faced with different 
decisions every day. It is so common that we seldom reflect upon it and we do not raise the 
question to why or how companies buy services.77 Why companies buy a service could be that 
they do not have the ability and the competence to produce it themselves. The purchase could 
depend on many things but the conclusion is that the company buys what a certain activity 
needs.78 The more difficult question is how the company buys a service and how it chooses 
what company to purchase the service from. There are many factors that affect the buying 
behaviour and the decision making, for example that the buying company have a problem 
defining the need as well as their past experience of solving problems.79 “The question is not 
if but which and how different aspects affect the buyer’s behaviour.80”  

3.3.1 What Is a Service? 
A service could be described as an activity which more or less takes place when the customer 
and the company that provides the service interact with each other. The services are supplied 
to the company as a solution on the customers’ problem.81  
 
One of the many services that a company buys is consultant services where auditing is a big 
part.82 To buy a service can be both difficult and complicated and there are many aspects to 
consider. The buying process might be time consuming. Since a service is a product that is 
consumed more or less at the same time as it is produced the buyer does not know on 
beforehand what kind of quality they will receive from the service they purchase. Therefore 
they need to look at factors they can relate to as reputation, competence and perhaps price.83 
We have discussed how to buy a service and what a service really is and this way we want to 
illustrate the difficulties and the complexity in the selection of a supplier of an audit service. 

3.3.2 The Buying Process  
A buying process is often described as a course of events where the customer realizes a 
problem that she cannot solve herself and therefore takes an initiative to start a process that 
ends up with a purchase.84  
 
The process can be described in a simple way by starting with when the customer discovers 
the problem. It continues with searching and identifying different ways to solve the problem. 
The customer then finds different suppliers and distributors who can provide a solution to the 
problem. After that the customer needs to evaluate all the alternatives to identify which is the 
most convenient and choose the best the solution. The process ends with a phase where the 
customer evaluates the purchase and learns for the future.85  

                                                
77 Björn Axelsson, Företag köper tjänster.(SNS: förlag,1998),11. 
78 Ibid., 51-52. 
79 Axelsson, 64. 
80 Ibid., 64. 
81 Ibid., 45. 
82 Ibid., 48. 
83 Svenska kommunförbundet och landstingsförbundet, Upphandling av revisionstjänster,(2001). 31-32 
84 Axelsson, 64. 
85 Ibid., 66. 
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      Criteria for inclusion Criteria for exclusion 
 
    Required category of firm       Adverse publicity; adverse direct  
Stage 1    personal contacts; existing      experience in audit or non-audit  
    knowledge of firm.                  context; relationship with  
                        regulators; litigation. 
  � 
      

Within fee boundaries;             Poor presentation on day; quality 
   meets quality threshold            concerns; audit approach not liked; 
                           Specialist services not available.  
                                           �   

  Geographic proximity of   
Stage 3    offices; personal contacts;  
     Personalities 
 

 
 
 
 
 
 
 
Figure 5. Buyer Decision Process86 
 
There are many elements that can affect the buying process. Some general factors are the 
customers’ past experiences of solving different problems. One issue is also if the customer 
can specify the problem in a correct way. If not there can be problems in the communication 
between the customer and the distributor and the buyer could end up with the wrong solution. 
There are always factors that affect the process but what factors and which types that 
influence the buyer depends on the occasion.87 The theory described above is a well-known 
theory in the buying decision process and it is applicable on the auditor selection process. Of 
course this is not the only way for a company to reach a purchase decision regarding audit 
services, but it is a good description of the different stages a company’s buying decision 
process can consist of.  

3.3.3 The Three-stage Selection Model 
The three-stage selection model suggests that companies choose a new auditor in three 
different stages.  
 
 
 
 
 
 
 
 
  Stage 2 
 
 
 
 
 
 
 
 Figure 6. Auditor Selection Decision Model88 
 
The first stage is to choose a preliminary pool of audit firms who are satisfying the initial 
screening criteria. Perhaps a third party request the use of a Big Four firm because it matches 
their own company’s size.89  
 

                                                
86 Philip Kotler, Gary Armstrong, John Saunders and Veronica Wong, Principles of Marketing (Harlow: Pearson 
Education Limited, 2002), 215.  
87 Axelsson, 67-68 
88 Beattie and Fearnley, 36. 
89 Beattie Vivien and Fearnley Stella, What companies want (and don’t want) from their auditor. The Institute of 
Chartered Accountants in England & Wales, 1999, 36. 
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The second stage is where the audit firms meet the primary threshold criteria. The companies 
examine the firms’ offers and eliminate the firms that do not reach their requirements. The 
key area that is examined in this stage is the fees and quality of the audit.90 The last stage is 
when the companies apply the secondary discriminatory criterion. In this stage the audit firm 
is usually already selected but if not, the companies tend to look at the geographical location. 
If the location is not a problem they use their own personal preference in the choice of audit 
firm.91  
 
The three-stage selection model is another model describing the decision process but this 
model is especially adapted to the selection of an auditor. Of course this does not match every 
company’s decision process, but it gives a good understanding of which criteria to consider.  

3.3.4 Word of Mouth and the Communication Circle 
When one person tells another person about his or hers experiences of a company, positive or 
negative, how the company operates and its credibility, it is done by word of mouth. Potential 
customers regard individuals with experience from a certain company as an objective source 
of information. If advertising sends a different message than word of mouth potential 
customers will choose to listen to word of mouth.92 Sometimes a specific salesperson that is 
service minded and knowledgeable about the products is recommended by the consumer to 
friends and people in their proximity. The word of mouth communication can be encouraged 
through increased advertising and promotion in the consumers’ environment.93   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 7.The Communication Cycle94 
 
The Communication Cycle describes four different stages which a customer passes through 
when purchasing a service. The first stage consists of the customer’s expectations, which 
influence the customer to make a purchase. At the second stage the customer becomes more 
involved and interacts with the company which provides the service. This interaction includes 
moments of truth because this is the stage when the service is consumed. The consumption of 
the service and the interaction between the two parties are resulting in experiences which are 

                                                
90 Ibid., 37. 
91 Ibid., 38. 
92 Christian Grönroos, Service Management and Marketing, a customer relationship management approach, 
(Chichester, England: John Wiley & Sons, Ltd, 2001), 269.   
93 J. Paul Peter and Jerry C. Olson, Consumer Behaviour and Marketing Strategy, (New York, USA: McGraw-
Hill Irwin, 2005), 443.  
94 Grönroos, 270. 
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of great importance for the references spread through word of mouth, the last stage in the 
model. The perceived quality of the service is often multiplied several times when transmitted 
through word of mouth.95 Word of mouth is important in every aspect of a buying decision 
and of course also in the audit selection process. This is probably the most important tool 
when choosing an auditor because a company will not choose an auditor with a bad 
reputation.   

3.3.5 Different Buyer Types 
A concept to classify different buyer types was developed early by marketing researchers. It is 
said that this can be done since the different buying behaviours do fall into categories based 
on attitudes, beliefs and needs. There are countless models developed specifically for services 
but there is also the problem that some of the models are too general. Using the knowledge 
that some models can be too general Beattie and Fearnley have conducted a model of buyer 
types that can enhance the understanding of the issues regarding the choice of auditor.96  
 
The buyer types which Beattie and Fearnley have classified are: 
 

1. The grudger 
2. The status-seeker 
3. The comfort-seeker 
4. The resource-seeker 

 
These buyer types can be combined and companies can be more than one of the above 
mentioned buyer types. It is theoretically possible with fifteen different combinations. Below 
the four main buyer types are presented.97   
 
1. The first buyer type “the grudger” seeks to minimise the audit fees. They want to have the 
lowest fees possible on the service they buy. Although in their drive to reach the goal their 
fierceness to bargaining can vary.  Some “grudgers” are active in the search of the lowest fees 
while others are satisfied with the audit fee as long as it is not completely unreasonable. The 
“grudgers” see little value in the audit itself and can therefore be unhelpful in the relationship 
with the auditor. They can even evolve and become bullies. It is suggested that the typical 
“grudger” is a smaller company where they think that the auditing is only needed because it is 
decided by law.98  
 
2. The “status-seeker” is the next buyer type and they are often boards of directors who are 
trying to enhance their own and their companies’ status. The “status-seekers” do see some 
value in having an auditor though that is if the audit firm manages to enhance the company’s 
or their own status. This kind of buyer tends to be smaller companies who are growing or 
companies with a high-risk profile. These are companies that think that their relationship with 
one of the Big Four audit firms will advance their market position.99  
 
3. The third buyer type is the “comfort-seeker” who sees large value in having an auditor. The 
value the buyer sees is the comfort they get from knowing that the audit is performed with 
good quality and that there will not be any problems in the future. What a “comfort- seeker” 

                                                
95 Grönroos., 269-270. 
96 Beattie and Fearnley, 41.  
97 Beattie and Fearnley, 47. 
98 Ibid., 42-43. 
99 Ibid, 43-44. 
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wants is assurance that the annual reports will be correct and that it will not receive any 
negative criticism. It is expected that this buyer type is a larger company, where the value is 
more focused on the board of directors’ value of auditing. Smaller companies that do not have 
internal auditing can also become a “comfort-seeker”.100  
 
4. The “resource-seeker” is the last of the four buyer types. This buyer type also sees a large 
value in the audit and is primarily looking at the different resources an audit firm can provide. 
The resources these companies want are technical advice on financial reporting and 
compliance-related non-audit services, as for example in tax related matters.101 
 
These four buyer types create a descriptive model and facilitate the comparison of the 
different researched companies in our study. Some of the researched companies might fit the 
description of more than one buyer type, and some might not seem to fit at all but surely some 
patterns can be detected thanks to this model.  

3.4 Price 
Price is, from a customer’s point of view: the amount of money, the time, the research and the 
behaviour effort the customer must spend to buy a product or service. The price is a central 
factor in the exchange process.102 We believe that price will have a huge impact in the process 
of selecting an auditor. It might be one of the most important criteria. 
 
A study regarding auditor size and audit pricing, made in Finland by Lasse Niemi, shows that 
audit is not perceived as a standard product among the clients. The results of the study 
provide evidence that there is a connection between audit pricing and audit firm size among 
small audit firms. Factors that have a positive effect and increase the price that the audit firm 
can charge are: technical capability, level of education, working experience and type of 
certification.103   

3.5 Customer Value and Satisfaction 
Customers in general want maximum value when consuming a product or a service and they 
choose the supplier who can provide this. If their expectations of the value are fulfilled or 
exceeded the customer is satisfied and can become loyal to their supplier. If not, their 
repurchase behaviour can be harmed.104 
 

 
 
Figure 8. Customer Delivered Value105 
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101 Ibid., 44-45. 
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103 Lasse Niemi,”Auditor Size and Audit Pricing: Evidence from Small Audit Firms” European Accounting 
Review Vol. 13, No. 3, (2004): 542, 556. 
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105 Ibid., 393. 
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In this thesis the owner-managers of the joint-stock companies are the customers and for them 
to see the value of having an auditor they have to be satisfied with the services the auditor 
provides them. Therefore we believe it is important to study the theories of customer value 
and satisfaction.  

3.5.1 Customer Value 
Buying decisions are made on a consumer’s judgement about the value of marketing offers. 
The customer evaluates each of four important perspectives to achieve total value. These four 
perspectives are product, services, personnel and image. From the total value the customer 
deducts the cost of the product in monetary terms, the time and energy spent on the purchase 
as well as the physical cost of acquiring the product. This is done to receive the total delivered 
value.106 
 
3.5.2 Customer Satisfaction 
The performance of the products or services after a purchase compared to the buyers’ 
expectations is resulting in customer satisfaction. If performance and expectations matches it 
brings satisfaction to the customer, and if they do not match the customer feels displeased. 
The customers’ expectations can depend on various factors as past buying experience, co-
workers opinion and market information.107 Customer value and satisfaction are important to 
achieve, because if the client is not satisfied this could cause the company to change their 
auditor and it could create a negative reputation for the auditor.  
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4. PRACTICAL METHOD 
This chapter portrays our practical working process during the study. By describing the 
process in detail we give the reader an opportunity to evaluate the credibility of the thesis. We 
discuss the selection of the respondents and how the interview guidelines were developed. 

4.1. Line of Action 
There are two different ways to manage an empirical study; a qualitative and a quantitative 
method.108 As mentioned earlier we have chosen to use a qualitative method for this thesis to 
get a better understanding for the different factors that influence companies when they choose 
their auditor. Interviews can be more explaining and create a positive environment for 
discussions that could bring detailed answers which is of great importance for the purpose of 
the study.109 Because the qualitative method includes interviews it is an excellent way to get a 
good picture of the respondents’ experiences and viewpoints. A quantitative approach with 
questionnaires would most likely not have given as deep and exhaustive answers.110 
 
Initially we contacted an Authorized Public Accountant and Tobias Svanström, a lecturer who 
has done research in the field of auditing, to learn more about the subject. This gave us a good 
understanding of the auditing business as well as a solid base for the conduction of the study 
and for the preparations of the interview guidelines. Furthermore we discussed the interview 
guidelines with a manager of an accounting department to get another point of view. She 
mentioned that questions regarding what auditor the companies use and whether they have 
ever changed their auditor could be sensitive and we have kept that in mind during the 
interviews.  
 
We began the preparations for the study by examining what companies that would suit our 
chosen profile. Since we had decided to focus on joint-stock companies managed by owners 
in Umeå we asked family members and friends for potential candidates. This resulted in a 
number of suggestions of companies. From this group we selected a number of companies 
that could be interesting for our study. We learnt more about them through the database 
Affärsdata to see if they actually would be suitable for our study. After that we contacted 
them by e-mail or by phone to see if they where interested and available. We made 
appointments with the respondents to go and interview them in their workplaces. 
 
To prepare us for the interviews we created an interview guide with questions concerning the 
topic. We performed a pre-test and a pilot test to eliminate misunderstandings and errors. 
During the pre-test we got a confirmation that an interview on the subject was to be preferred 
rather than a questionnaire. The pre-test respondent felt that an interview on this topic would 
be more rewarding to make time for because it makes the respondent feel more involved and 
it is easier to discuss the subject in person.  
 
To make sure that everything would work during the interviews we also made a pilot-test to 
try the equipment, our questions and to ensure that we as a group work well together. The 
pilot test was made with a respondent who has been a tax auditor earlier and the interview ran 
smoothly. We did not experience anything unexpected during the pilot test, but we discussed 
some interesting thoughts that became useful later in our study. Among other thoughts the 
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often called “grey zone” between the auditor as adviser and as a reviewer was discussed. 
Since the auditor should be independent, it can be hard to decide where the line should be 
drawn between giving advice and “doing the work”, both for the auditor and the company that 
is being reviewed. This was good to keep in mind during the interviews because this can 
affect how the researched companies see their relationship with their auditor. 
 
After the completion of the interviews with the owner-managers we found it interesting to 
examine the auditors’ point of view on the subject. Therefore we contacted two auditors that 
we knew through personal connections and made appointments with them for interviews. 
Since the main focus of the study is from the companies’ perspective we decided to interview 
two auditors. Further we considered the fact that each auditor has contact with a large number 
of clients, which means that they have experience from relationships with a considerable 
quantity of companies.  
    
The results of the interviews were analysed and compiled to make it possible for comparison 
with our theoretical framework. 

4.2 Primary Sources 
The primary sources in this study consist of the respondents of our interviews. They have 
provided us with first hand information about their experiences and opinions on the subject. 

4.2.1 Selection of Respondents 
The selection of our respondents where limited to the Umeå region. Since all members of the 
thesis group live and study in Umeå these companies were most accessible for us. Personal 
contacts within the group were also a reason to why we limited us to Umeå. Thus, our 
selection of respondents was based on a choice of convenience, which is a type of non-
probability selection. The choice of convenience is based on respondents who are available 
for the moment. We are aware of the fact that by using this type of selection method it is not 
possible to generalize the results for other companies than the researched ones. 111 This is not 
significant for the study because, as we said earlier, we want to get a deeper rather than 
broader understanding.  
 
Another aspect that we thought would be interesting was to interview joint-stock companies 
where the owners are highly involved. The respondents should either be one of the owners or 
an active member of the board. In this role they have presumably been involved in the process 
of choosing the company’s auditor or been active in the contact with the auditor and thereby 
can give us answers of vital substance and relevance. To be able to have a comparison in our 
study we decided to interview six companies of different sizes, with various numbers of 
employees and in different trades. To increase the value of the study we also interviewed two 
auditors to get their perspective on the subject.   
 
The first contact with the companies we found interesting for the study was by e-mail. A 
couple of the contacted companies did not answer the e-mail, which led us to contact them by 
phone. Two companies that we initially wanted to include in the study did not have the 
possibility to participate in our interviews because of time limitations or because they had the 
opinion that they did not have sufficient experience to be able to answer the questions. The 
contact with the auditors was made by phone and e-mail. Both respondents were positive to 
an interview and took immediate interest in the study. 

                                                
111 Bryman and Bell, 124. 



Practical Method 
 

25 

4.2.2 The Construction of the Interview Guide 
To make sure that the questions were understandable and captured the essence of the chosen 
topic we made one pre-test and one pilot test before the interviews with the companies and 
one pre-test before the interviews with the auditors. A pre-test is an informal interview where 
the respondent also gives feedback on the questions during the interview. One important thing 
that came to our knowledge during the pre-test was that the term auditor sometimes can be 
misinterpreted as an accountant and that we had to clarify what we meant with the concept 
auditor.112  
 
To become a good interviewer it is necessary to practice interviews and make pilot tests.113 
When performing a pilot test one should try to make it as authentic as possible to make sure 
that the given time limit is kept to avoid too much intrusion in the respondents’ schedules. 
Furthermore the pilot test helps to establish the relationship between the interviewers during 
the interview to ensure that each individual has a defined role. Also it is important to see that 
the questions fill their function and that the recording device is working properly.114 
 
A remark that we received during an informal interview with an accounting manager was that 
it possibly could be sensitive for the respondents to discuss if and why they had changed their 
auditor. We decided to keep the question and bear the critique in mind. Instead we underlined 
the fact that we were going to use fictive names in the thesis and that we were not really 
interested in the names of the auditors but the reasons to why there had been a switch of 
auditor. To ensure that the responses we received during the interviews were as honest and 
straightforward as possible we kept all our respondents anonymous115.  
 
In the interview guide we have constructed open questions that make it possible for the 
respondents to expound on their views of the subject.116 We asked all the respondents what 
they thought about the suggestion that the statutory audit should be abolished and how they 
believed this could affect their relationship with their auditor. However at this stage the 
suggestion only applies to companies with a turnover of less than 3 Million SEK. This 
question does not really concern middle-sized companies but we still wanted their opinion 
because most of the owner-managers have experience from managing a company in an early 
stage. We asked only the middle sized companies how they felt about the new rule that says 
that joint-stock companies with a turnover of more than 50 Million SEK, 50 employees and at 
least 25 Million SEK in assets can not use their auditor as an adviser, which is a question that 
does not apply to small companies. 

4.2.3 The Conduction of Interviews 
The interviews we have performed have been based on, as mentioned above, an interview 
guide prepared for a semi-structured interview with questions that encourage the respondents 
to talk freely about their selection process and the expectations they have on their auditor. The 
questions were not always asked in the same chronological order or in exactly the same way. 
Occasionally during the interviews resulting questions came up because of comments made 
by the respondents.117   
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The interview guide was sent on beforehand to the respondents by e-mail so that they would 
be able to prepare themselves and we also informed the respondents that we ensured 
anonymity. To make it easier for the respondents to have an overview of the interview we 
were clear about how much time it would take approximately. 
 
It is preferred that the interview is performed in a quiet and undisturbed environment. 
Locations for the interviews have been the respondents’ offices to make it easier for them and 
to ensure that they would feel comfortable and relaxed during the interviews.118  
 
Recordings were made during the interviews on MP3-recorders that do not have any lamps or 
moving parts that could distract the respondent.119 We are aware of the fact that recordings 
can intimidate the respondent but it also enables the interviewer to listen actively without 
making a lot of notes.120 Before the interview we asked for permission to record the interview 
so that the respondent had the possibility to decline the use of recording device.    
 
All three members of our group attended the interviews. To be more than one interviewer 
ensures that the respondent perceives the interviewers as serious and polite. Furthermore the 
interviewers can work well together and complement each other.121  
 
Initially, during the interview, we described our study further to make the respondent more 
aware of our work and what the interview would lead to. We asked the interviewees to tell us 
more about the company to get updated information and to make the respondent feel 
comfortable. 

4.2.4 Access 
It is recommended to ask friends, family and colleagues to facilitate access to organisations 
and key-individuals that would be valuable for the research. To explain the subject and the 
purpose of the study as well as being clear about how much time that would have to be 
dedicated to the interviews can make it easier to get access.122 We have in the interview guide 
estimated the length of the interview to facilitate planning. In this study we have ensured 
access by using personal contacts, family and friends which has led to good access and the 
possibility to perform interviews with individuals in key positions.  

4.2.5 Preparation of Empirical Data 
By recording and transcribing the interviews the understanding and analysis of the interview 
is simplified. This method makes it possible to go through what has been said during the 
interview several times and thereby more easily notice details and nuances.123  
 
The interviews were performed and transcribed in Swedish. Later on the parts we found 
relevant to our study were translated into English. Since English is not our mother tongue we 
are aware that there might be errors in the translation that could affect the analysis of the 
study and therefore the conclusion. To prevent this from occurring in a larger scale we have 
tried to keep the language fairly simple and use dictionaries to find the correct vocabulary. 
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After the interviews we contacted the respondents to give them a pre-view in English of what 
we had interpreted from their interview and give them the possibility to comment on this and 
correct any misunderstandings.  
 
Relevant data were selected from the interviews and interpreted according to our chosen view 
of knowledge. Since we have chosen the hermeneutic approach this means that we analyse the 
results to get a better understanding of the selection process from the companies’ viewpoint 
and how this works in reality. 

4.3 Critical reflections  
A problem regarding interviews is that there are a number of factors that affects the object for 
the interview and could influence the responses during an interview.124 Because the 
interviewer and the respondent interact during the interview the interaction can affect the 
behaviour of both parts. The aim is to minimize the effects that this interaction can have on 
the interview and this can be done through constructing questions that does not put words in 
the mouth of the respondent. The questions should be neutral and it is important to try not to 
influence the respondent to give the answers they think the interviewer wants.125 
 
During our interviews we have tried to minimize our influence on the respondents by meeting 
them in their office where they are comfortable. Furthermore we have tried to be as neutral as 
possible when asking the questions to avoid giving an impression of what our opinion is.  
 
However performing a qualitative study has given us experience in constructing questions and 
interviewing techniques which we believe have developed our skills in this area. Also we 
have benefited from meeting and creating relationships with owner-managers in different 
types of companies who have shared their experiences with us which could be of value to us 
in the future.   
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5. EMPIRICAL DATA 
The empirical findings that we received during the interviews are presented in this chapter. 
We performed six interviews with representatives from joint-stock companies and two 
Authorized Public Accountants from two of the largest audit firms in Umeå. The results of the 
interviews are presented company by company to give a clear picture of the opinions of the 
different respondents. 

5.1 Interview with Company A  
Company A was started in 1999 by two owners who are still managing the company today. 
The company is working with computer, electrical and telephony installations and has about 
100 employees. In the beginning, when the company was still small, they did the accounting 
themselves but later on they hired a self-employed accountant to handle the current recording 
of transactions. The annual revenue for the company is approximately 110 Million SEK. The 
fact that they have more than 50 employees and a turnover of more than 50 Millions SEK 
qualifies them as a company in the category K3, according to the Swedish Accounting 
Standards Board. Our respondent is one of the owners and also the managing director. 

5.1.1 Selection of the Auditor and the First Contact 
Initially company A was recommended an auditor by the accounting firm they used, but in 
time the company grew larger and the board of directors insisted that the auditor would be 
replaced with an alternative that better matched the company’s size. The respondent was 
recommended an auditor who worked in one of the largest audit firms in Umeå. They were 
very pleased with the relationship with the new auditor but unfortunately he left his job and 
they were appointed another auditor by the audit firm. The respondent added that if he today 
would change auditor he would take time to meet with different candidates to be able to 
determine if the personal relationship works. He explained that even though the auditor has 
specific tasks and an important job to perform for society he wants to be able to like the 
individual as a person. Furthermore he stated that he believes that personal recommendations 
and previous experiences are the most frequent ways for companies to select an auditor.   

5.1.2 Relationships and Qualities 
Personal relations are very important to the respondent because he makes a lot of his 
decisions based on intuition. After the change of auditor he felt that the relationship with the 
new auditor was more formal than earlier and he missed the open communication. The 
discontent caused a conflict which resulted in discussions with the auditor about how they as 
a client wanted the relationship to work. This eventually led to clarified roles, a better 
understanding for each other and a good working relationship.  
 
The respondent stated that in his experience smaller audit firms in general are more personal 
in their relationship with their clients than larger audit firms. He thinks that larger firms might 
have a more formal approach since they mainly work with publicly traded companies. The 
respondent does not believe that small audit firms are less professional than large firms but he 
thinks that the larger ones might have a certain reputation that could influence the choice of 
auditor. 

5.1.3 Personality, Competence and Cost 
The cost of auditing is irrelevant, according to the respondent, and since he expects a certain 
level of basic competence in an auditor the key factor in the selection process becomes the 
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personality of the auditor. Though if the price of the auditing would increase significantly 
compared to the price in other similar audit firms he would consider to invite tenders from 
competing firms.  

5.1.4 Change of Auditor 
Company A has changed auditor twice during the company’s existence. The first change was 
made because of a recommendation from a member of the board. He felt that the company 
needed another auditor because the one they used was not pro-active nor involved in the 
company. They then changed from the small audit firm they had used earlier to a large firm. 
The second change they made happened because the auditor they used changed career and the 
audit firm selected a new auditor for them. They have used their current auditor for four years.  
 
The company is not considering a change of auditor in the near future since they have a good 
working relationship. Furthermore the new rules prohibit them, as a company in category K3, 
from using the auditor as an adviser, which decreases the value of a change. If the company 
had a separate adviser they would consider changing the adviser rather than the auditor on a 
regular basis to get new ideas and expertise to the company, since different advisers usually 
are specialised in small niches and an auditor only performs the audit. 

5.1.5 Expectations, Guidance and Benefits in the Relationship with the Auditor 
The expectations the respondent had on the auditor were that the auditor should be more 
approachable and accommodating. He thinks that the auditor should be more like a 
salesperson in the contact with the client. The auditor should be a keen listener and 
understand that the company is a client. Even though the audit is statutory for joint-stock 
companies they still are clients and could choose to take their business elsewhere. The 
company needs to feel that they have a relationship with the auditor that makes it worth the 
price they pay for the audit.  
 
Company A is a so-called K3-company and because of the new regulations from the Swedish 
Accounting Supervisory Board they are not allowed to use the auditor as an adviser anymore. 
They are already using another audit firm for financial advice. The respondent believes that 
the auditor, for many companies, can be the sole business administrative contact they have 
that knows bookkeeping, accounting and has experience from other companies. He thinks that 
companies should be able to use this person, who they already have a relationship with and 
who is familiar with the company, for advice. The respondent regards this as one of the 
benefits a company could have from the relationship with the auditor and this could be 
especially important in the initial phase of a company’s existence.   

5.1.6 Stakeholders 
The primary stakeholders of the annual report and the audit are in this case the company who 
is a part owner and who is listed on the stock exchange. Other important stakeholders are 
suppliers and different partners.    

5.1.7 The Abolishment of the Statutory Audit for Small Companies 
If the company had been affected by an abolishment of the statutory audit they would 
consider the possibility to avoid the cost of the audit and maybe only have it performed every 
other year. He thinks that there are other methods for the government to use when controlling 
the companies’ accounts. The company would still have to follow current rules and 
regulations. At this point they do not learn as much from the auditor as they did earlier. 
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5.1.8 The New Rules Introduced by the Swedish Accounting Standards Board 
Regarding K3-Companies    
For financial and tax advice the company use another audit firm since they already have 
started to comply with the new regulations set by the Swedish Accounting Standards Board. 
The fact that they already have started to apply the new rule in their relationship with the 
auditor makes the transition to the new regulations smooth and does not affect them 
significantly at this time. Though, the respondent feels that the new rule diminishes the added 
value a company can receive from having an auditor. 

5.2 Interview with company B 
This is a company founded in 1977, which works with property management and contracting 
business. They have five full time employees and one half time employee at the office and 
annual revenue of about 6 Million SEK. Totally in the group the turnover is about 11 Million 
SEK. These facts put the company in the category K2. The respondent is the owner and the 
managing director of the company.  

5.2.1 Selection of the Auditor and the First Contact 
The half time employee is performing the transaction recording and is responsible for bills 
and invoicing. They have help from a relative in a bookkeeping agency with the annual 
accounts. It was through this agency that they got in contact with the auditor they have today. 
The relative at the accounting firm had some connections with this auditor since he had 
worked with him earlier, but they also compared prices between three equal companies, and 
saw a clear difference in price. The audit firm they have today was the most cost effective 
alternative and could meet all the company’s needs. Company B changed from one of the 
biggest firms in Umeå to another firm of the same size as the previous one.  

5.2.2 Relationships and Qualities 
Personal relationships are important and of course that the auditors knows the law. The 
respondent expects that if they do not know a specific detail of the law the auditor should 
make an effort to look it up. He thinks it is very hard for him as a owner-manager to stay 
updated with all the rules and regulations regarding the audit process, and the audit is not his 
main concern: he wants to run the business. The auditor should have the knowledge that is 
needed so the client can use the auditor as a sounding board regarding different financial 
matters and investments, the respondent stated. 

5.2.3 Personality, Competence and Cost 
The respondent has a quite relaxed relationship with the auditor. If he has some questions he 
calls his auditor or his accountant and asks for advice. The respondent is satisfied with the 
relationship and wants to keep a good contact with the auditor, but still the competence and 
price are the most important determining factors. Prior to hiring the auditor he has today, the 
respondent compared prices among audit firms that he thought had equal competence and 
found that the price had to be a determining factor.  
 
Occasionally he has received visits from representatives from audit firms, who have come to 
his office and presented themselves and what their firm could do for him and his company. 
He appreciates this and feels that this type of visits with potential new clients have increased 
in the later years. Further he thinks that it is a good thing for the audit firms to do if they want 
to attract new clients. The audit firms have to make an effort to keep their customers in the 
hardened competition between audit firms, the respondent said. 
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5.2.4 Change of Auditor 
The company has had the current auditor for four years. The reason to why the respondent 
changed to this auditor was that the cost of the audit had become too high. At that time the 
company had used the same auditor for four or five years and the owner wanted to compare 
different audit firms and try to decrease the cost of the audit. The respondent does not 
perceive that the change has brought any negative effects, only positive ones. “One should not 
be afraid of changes”, he stated. His expectations on the new audit firm was that it should take 
care of everything in a professional way as the previous firm had done, but also that it would 
be a better sounding board for him to discuss different financial matters with. 

5.2.5 Expectations, Guidance and Benefits in the Relationship with the Auditor 
The respondent wants to have a good relationship with the auditor and he wants to be able to 
use the auditor as a sounding board. Further he expects the auditor to do his job. He feels that 
it is a security to have someone external checking the bookkeeping so that he knows that the 
company is on the right track and is handling the accounting correctly. If it is an authorized or 
approved auditor who performs the audit does not matter to the respondent.   

5.2.6 Stakeholders 
The bank is the main stakeholder for the audit and the annual report. Before the company had 
three different banks but now they have only one to whom they send the annual report. 
Customers and suppliers are not, according to the respondent, interested in the annual report. 
He usually does not send them his report and does not receive theirs either.  

5.2.7 The Abolishment of the Statutory Audit for Small Companies 
If the law of statutory audit should be abolished the respondent said that he would have 
someone check the bookkeeping anyway, but maybe not an auditor. The respondent studied 
Business Administration in High School, but does not feel that he has knowledge enough to 
do it by himself, because it is hard to be updated when you do not work with Business 
Administration continually. The respondent thinks it would be better to keep the statutory 
audit, especially for smaller firms, rather than if a government agency should take care of the 
audit. The smaller firms might not need to be audited, only to have an auditor as a backup and 
as a security; it should be enough since the auditor must report deficiencies in the 
bookkeeping. Another thought is that smaller companies are the ones that need the audit the 
most, to be sure that the financial part of the company does not fail. 

5.3 Interview with Company C 
Company C is active in sales and service of equipment to manufacturing industries and 
different types of businesses. The company was founded in the year 2000 by two partners 
who still own the business together. In the start they had 3 employees and today they are 5 
employees in total. Four of the employees work with service and sales and one person is 
responsible for the accounting and works 75 percent. When the company first started they 
used a bookkeeper in another city, where one of the owners where active. The Annual 
Revenue is approximately 11 Million SEK, which puts the company in the category K2. Our 
respondent is one of the owners and the managing director. 

5.3.1 Selection of the Auditor and the First Contact 
Since the bookkeeping was located in another city initially the auditor was also hired in the 
same locality to facilitate the communication. When the accounting was moved to within the 
company and an accounting department was started this led to a change of the auditor. The 
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managing director of the company left the responsibility of the selection of the auditor to the 
person responsible for the accounting. She used previous experiences from the auditing 
business and chose someone she knew of and who she was confident that she could have a 
good relationship with. This person worked in one of the large audit firms in Umeå. When the 
auditor changed employment and did no longer work as an auditor the accountant chose 
another auditor also from previous experiences and personal contacts in the same audit firm. 
The company’s current auditor was selected only four months ago.  

5.3.2 Relationships and Qualities 
The managing director in company C does not have a lot of communication with the auditor 
but the accountant on the other hand has frequent contacts regarding technicalities and 
professional advice. When asked about what qualities the respondent wanted the auditor to 
possess the managing director explained that he wanted to be able to trust the auditor and that 
the auditor should appear professional. He needs the auditor to have the skills required to 
perform the audit in a professional manner. Further he believed that the personality of the 
auditor was significant for the accountant’s choice of the auditor, which turned out to be a 
correct observation when we asked the accountant about the selection process. The 
relationship between the accountant in company C and the auditor can best be described as 
informal. 

5.3.3 Personality, Competence and Cost 
To company C personality and competence are closely linked when it comes to the selection 
of the auditor. For the company to be able to have trust in the auditor they must be capable 
and good at what they do. The auditor also needs to have a personality that facilitates 
cooperation and the contact between the company and the auditor. The price is not an 
important determinant in the selection of the auditor for company C because they believe that 
the difference in price between audit firms would not be significant for a company of their 
size.  

5.3.4 Change of Auditor 
When the accounting department was moved to Umeå one year ago this meant that they also 
changed auditor to one located in Umeå. This change of auditor was a logical consequence of 
the move of the accounting department and not a result of any dissatisfaction with the 
previous auditor’s performance. The second change of auditor took place when the auditor 
that the company had been using in Umeå changed career and the company was forced to 
select a new auditor. If the situation would change and the accountant no longer would be 
happy with the relationship with the auditor the managing director in company C would not 
have any problems with changing auditor once more. A working relationship is most 
important to him.  

5.3.5 Expectations, Guidance and Benefits in the Relationship with the Auditor 
The managing director himself has not a lot of expectations on the auditor other than that the 
audit should be performed in a satisfactory way and follow rules and regulations.  
 
In company C they have a close relationship with the auditor and they often turn to the auditor 
for professional advice and guidance in different matters. During the initial phase when the 
company was expanding they did not request a lot of advice from the auditor since they 
invested a large part of the profits back into the company to be able to increase their market 
shares.  
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The possibility to receive guidance from the auditor adds value to the relationship between the 
company and the auditor, which is important to company C. Apart from the fact that having 
an auditor is mandatory for joint-stock companies they do experience benefits by having an 
auditor connected to the company. They consider it to be a security for the company to have 
an auditor. 

5.3.6 Stakeholders 
Stakeholders of the annual report and the audit are primarily banks, suppliers and other 
partners that they cooperate with.   

5.3.7 The Abolishment of the Statutory Audit for Small Companies  
Company C thinks that they do benefit from the relationship with the auditor and they are 
convinced that they would continue using the auditor’s services even after a change in the 
law. Since they do not consider the cost of the audit to be that great they feel that the benefits 
gained through the audit exceed the cost. To have an auditor, who is updated in the rules and 
regulations and knows the company, perform an audit of the accounting in the company is a 
security for the owners and a verification of the quality of the accounting.   

5.4 Interview with Company D  
Company D started in a small village outside Umeå in 1988 and is a retail company. The 
turnover of the company is about 35 Million SEK and they have 12 employees plus staff that 
works part time during weekends and during the summer, which puts the company in the 
category K2. The company is a franchise and was moved to Umeå 1995. The present owner 
took over the company in 1999. In the year 2005 a sister company was opened in another city 
in the north of Sweden.   

5.4.1 Selection of the Auditor and the First Contact 
The choice of the auditor came naturally due to the fact that the company is a franchise. The 
auditor that was initially chosen for the company was selected because he was the auditor in 
the other companies in the franchise group. Further the respondent explained that the selection 
was made in a routine manner and that he did not think that much about it. The respondent 
chose the same auditor to the second company since it was an easy choice. It did not really 
matter if the auditor was god or bad. The choice of auditor was, as mentioned before, not a 
deliberate choice but rather a decision that all of the companies in the franchise should have 
the same auditor to facilitate comparisons. Company D had changed audit firm once but this 
was due to the fact that the firm they used was acquired by a large multinational audit firm 
and they chose to continue to cooperate with them because they did not know what they 
wanted and they felt that they should have the same auditor as the other companies in the 
group.    

5.4.2 Relationships and Qualities 
The respondent thinks that the relationship he has with the auditor today is quite formal and 
he would like it to be more informal. He wants the auditor to be more knowledgeable about 
the business-segment in which the company operates. The respondent explained that he 
thought that a good auditor would not only audit the annual accounts but also know what key 
ratios that fit the business, which would enable the auditor to give better advice. He wants the 
auditor to be one step ahead all the time and be able to explain which of the key ratios that 
determine the profitability of the business. The respondent means that this would make the 
relationship between them better and stronger. 
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The most important qualities that an auditor should have, according to the respondent, is that 
the auditor should be a good listener. The auditor must pay attention to the client’s needs and 
try to understand the company’s problems and possibilities. He wants the auditor to know the 
company better, what triggers are bad or good and how to handle them. The respondent 
described that he wants to have a solution that fits the company rather than a standard 
solution. He wants the auditor to take a more active role and he has asked the auditor many 
questions to consider and today the auditor does take a more active role in the company. 

5.4.3 Personality, Competence and Cost 
The respondent thinks that a sociable personality is one of the more important qualities an 
auditor must have. He believes that it is vital for an auditor to be able to listen to what the 
client requests. He believes that often in the beginning of the relationship the auditor may 
want to sell services that the client might not think is very important. The auditor should focus 
more on the client’s individual interests and needs.  
 
The respondent told us that there have been mistakes made in the past by the auditor that have 
caused companies in the group to unnecessary costs. He explained that even though the 
company uses one of the larger audit firms on the market there is no guarantee that they have 
good competence or quality. 
 
In the process of choosing an auditor the respondent believes that the price does not matter 
that much. He also thinks that the price does not differ a great deal between the different audit 
firms because it takes approximately the same amount of time to perform the audit of the 
annual report. The respondent believes that the one factor that plays a vital role in the decision 
of an auditor is the reputation. He has several times heard people recommend a certain auditor 
and he mentioned that he thinks that it does not matter how much the audit firms advertise it 
is the auditors reputation that company owners listen to. He has also been recommended 
auditors from banks and he believes that as an owner of a newly started company that does 
not have any connections with an auditor these recommendations are the key to choosing an 
auditor.    

5.4.4 Change of Auditor 
The company have changed audit firm once because one of the larger firms in Umeå bought 
the smaller firm that they had used. They chose to continue with the new larger audit firm 
because they did not know of any alternatives and because all but two of the companies in the 
franchise group had the same auditor.  Another reason to why they chose to stay with the new 
company was that they thought that it would be easier to compare different key ratios between 
the companies within the group if they all used the same auditor who could access the 
information. If they had the same auditor it would be easier to know if there were problems in 
the company and if there were anything they could change to make the company improve.  
 
The respondent said that even though they have had some problems with their auditor and that 
they would like their auditor to be more involved with the business he thinks that it would be 
difficult to change auditor. It is not that easy to replace a person compared to changing a car 
or something, he explained.  

5.4.5 Expectations, Guidance and Benefits in the Relationship with the Auditor 
The expectation the company has on the auditor is that it would be nice with a pleasant 
person. He wants someone who is involved and motivated, who could act as a sounding board 
for him when making decisions and a person that could explain the most important factors 
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that could affect the business. He wants the auditor to have a better understanding for the fact 
that everyone does not understand Business Administration in the way they do. He thinks that 
the auditor should, when asking question to the client, use an easier language and the 
respondent explained that he has seen the auditor as a tedious person that has visited the 
company once a year to look at the papers and only ask difficult and strange questions. These 
visits often meant that he had to call someone else to ask if they could understand what the 
auditor meant.  
 
The respondent would like to have even more advice and guidance from the company’s 
auditor. He thinks that an auditor has the opportunity to tie the client very close when it 
concerns owner led companies. He believes that the auditor is more like a regular physician 
that makes house calls and that the relationship can be very strong, but he thinks that 
sometimes the auditors can neglect this and only sees themselves as the tax authorities’ 
prolonged arm instead of a business partner as they say in the advertisement. The respondent 
wants the auditor to be more involved and give more advice. If the auditor could meet these 
requests from the client the benefits would increase for the company and they would 
definitely keep the auditor and have better use of his services.      

5.4.6 Stakeholders 
The primary stakeholder of the company’s annual report is believed to be the bank. The 
respondent thinks that the banks in general are interested in the annual reports because they 
need to see if they can grant the company loans. The other stakeholders could be those who 
want to sell things to the company, for example financial services, or in worst case the tax 
authority could be interested.    

5.4.7 The Abolishment of the Statutory Audit for Small Companies 
The respondent feels that it can be good for small companies to be able to cut the costs by not 
having an audit performed, but on the other hand by not having an auditor connected to the 
company they would loose the expertise an auditor can provide and maybe not have the same 
opportunities to develop the business. A condition for this is that the auditor is pro-active and 
has an understanding for the company and its possibilities and is able to give advice to the 
client. The respondent sees the auditor as a resource that can be very helpful to a company if 
used in the right way.   

5.5 Interview with Company E 
The company started one year ago in the computer consulting business and has three partners 
as owners. Apart from the owners the company has two employees that perform consulting 
assignments. Company E also owns the rights to sell a unique software program. The 
consulting firm is primarily working with the integration of economical systems and 
compilation of financial data. The first year they are estimating annual revenue of about 3.5 
Million SEK. These facts put the company in the category K2. 

5.5.1 Selection of the Auditor and the First Contact 
The firm’s accounting is handled by an individual experienced in the field, who is not an 
employee in the company but an external contact. Company E meets with the accountant on a 
weekly basis to hand over the documentation required. The accountant recommended an 
auditor in another city, but company E wanted the auditor to be located nearby so they asked 
the audit firm that they were recommended to suggest someone in Umeå. They received a 
name of an auditor in a competing firm in Umeå, which they then hired one year ago.   
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5.5.2 Relationships and Qualities 
The respondent in company E thinks that the relationship he has with the auditor is fairly 
casual and informal. Usually he only sees the auditor during the audit process but they can 
meet for lunch on other occasions if time permits. It is the person responsible for the 
accounting who has the most frequent contact with the auditor. Furthermore the respondent 
means that the audit firm possess a lot of information that is easy accessible for his company. 
For example the audit firm sends invitations to meetings with different pressing topics every 
other month, which the company can choose to attend.  
 
Company E feels secure with an auditor who is working for a large audit firm because they 
think that the large firms have to keep a high level of quality to maintain their favourable 
reputation. He believes that the large audit firms are extra careful in following rules and 
regulations because of this and his company benefits from that. Small firms might not have 
the same resources as the large firms to keep updated in all the different fields of auditing. 

5.5.3 Personality, Competence and Cost 
When engaging the auditor company E did compare prices with other audit firms but did not 
find any major differences in cost. He believes that for larger companies the price of the audit 
can differ more between audit firms than for companies the same size as company E. Since 
the company also has an accountant who takes care of the current recording of transactions 
they only has to hire the audit firm to perform the audit, which decreases the cost for the 
company.  
 
For the respondent in company E the most important factor in a working relationship with the 
auditor is that the person is qualified and that he as a client can rely on the auditor to perform 
well. Secondly he regards the personality of the auditor. 

5.5.4 Change of Auditor 
Company E has not yet been in the position that a change of auditor has been discussed. The 
respondent believes that they probably would not change the auditor unless the auditor would 
commit a costly mistake, which could make the company consider a change necessary. As 
long as the communication works well and the auditor get the job done to their satisfaction 
they will keep the same auditor, he said. The respondent wants to dedicate his time to attract 
new clients and establish the company on the market and not waste valuable time on a change 
of auditor if there is no specific cause for a change.  

5.5.5 Expectations, Guidance and Benefits in the Relationship with the Auditor 
The only expectation that company E has on the auditor is that he or she should be competent 
and know all the relevant laws and regulations required to perform an audit of the company. If 
the auditor has reviewed the accounting and the annual report and found it satisfactory the 
respondent wants to feel secure that this assessment is correct.  
 
For guidance in financial questions they often turn to the person responsible of the accounting 
instead of the auditor. This because they think that the advice they can get from the 
accountant is sufficient for them in this stage of the company’s development. They are aware 
of that the audit firm can give them guidance in different matters but they have not yet 
requested that service. Maybe in the future, when the company may be expanding, they might 
consider keeping a more close contact with the auditor in other matters besides the actual 
audit.  
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As the relationship is today with the auditor company E does not think that they benefit much 
from having an auditor apart from the statutory audit. To them the person responsible for the 
accounting is much more important and they would have a hard time managing without his 
services. If they were to handle the current recordings themselves they would have to hire a 
part time accountant within the company who would manage those tasks.  

5.5.6 Stakeholders 
The respondent believes that main stakeholders of the company’s audit and annual report 
might be companies who are interested in acquiring company E and possibly companies that 
consider hiring their consulting services.  

5.5.7 The Abolishment of the Statutory Audit for Small Companies  
If the statutory audit were to be abolished for small companies this would change the situation 
for company E. The respondent appreciates that they would continue to cooperate with an 
external accountant who would do the current recordings and could give advice in different 
matters, but they would not hire an auditor to perform the audit if it was not required by law. 

5.6 Interview with company F 
This is a company that is included in a group and who works with sales, service and spare 
parts. The group consists of 11 companies located in several places in the north of Sweden. 
Totally they have about 260 employees and annual revenue of about 1.1 billion SEK. The 
head office in Umeå has 90 employees. Company F is a K3 company. The respondents were 
the managing director of the company and the controller. 

5.6.1 Selection of the Auditor and the First Contact 
The current recording, invoicing and credits are outsourced to an external financial business 
partner. This external part is owned by company F and a fellow subsidiary. The parent 
company is 75 years old and it was the parent company which chose the audit firm company 
F have today. They have had other audit firms before, but when the company grew larger 
there was only one audit firm in their town that had the capacity and resources to handle their 
business. Another reason to why the company has stayed with this particular audit firm was 
that they were the only firm that had an Authorized Public Accountant, when the law was 
instituted. They have had this audit firm since 1997 and it was selected mostly through 
personal contacts and it is one of the biggest firms on the market. 

5.6.2 Relationships and Qualities 
The relationship with the auditor mostly goes through the external financial subsidiary. The 
managing director and the controller in Umeå visit the external part once a year, in February, 
and have a review. Apart from that they do not have any regular contact. The external part 
handles the accounting and they are the ones that keep in touch with the auditor. The most 
important qualities that an auditor possesses are that they know the laws and regulations but 
also that the client can use them as a sounding board, the respondent stated. At this time 
company F does not feel that they get much feedback from the auditor in connection to the 
audit. Because it is a rather old company they already have the structure and routines needed 
to be able to follow laws and recommendations. Though, when there is a new law instituted 
they can need help with applying this in their system. The audit is obligatory and that is why 
they have an auditor. 
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5.6.3 Personality, Competence and Cost 
They have one person who is responsible for the accounting in each company and one person 
responsible for the accounting in the group. The responsible person in the group and the other 
employees in the external part have broad competence and most of the economic paperwork is 
done by them, which explains why the most frequent contact with the auditor goes through 
them. The head office in Umeå receives supporting documents from the audit firm prior to the 
yearly audit meeting, which they appreciate since it facilitates their work. The auditor comes 
to Umeå and attends the inventory every year.  

5.6.4 Change of Auditor 
Company F has the same audit firm as the group has and will keep it as long as their work is 
satisfying. The respondents think that the board is aware of the cost and tries to minimize it, 
but they do not negotiate about the price every year. It is not easy to for a company of this 
size to change auditor since there are not that many audit firms which have the capacity to 
manage such a large company in their town. The respondents have the opinion that as long as 
it works well they do not see a reason to change audit firm.  

5.6.5 Expectations, Guidance and Benefits in the Relationship with the Auditor 
Sometimes the respondents wish that the auditor would be more knowledgeable about the 
business. This would minimize the extra amount of work the auditor sometimes give the 
company by asking questions they already have the answers for or because of a simple 
misunderstanding. Further, if the auditor knew more about the business it would increase the 
added value the company can receive from using the auditor as a sounding board. The 
respondent expressed that this does not have to be typical for the audit firm in question and it 
is surely difficult for the audit firms to know everything about all of their clients.  
 
When talking about status the respondents do not think it matters which audit firm to use, but 
they find it interesting that the firms themselves actually regards the size of the audit firm as a 
status criteria. The respondents believe that there are four big audit firms that rule the market 
today in Umeå. There are also firms that try to compete with them, but company F thinks that 
it can be difficult for the smaller firms to compete with the large audit firms for market shares. 
For an audit firm to be able to perform an audit in a big company they must have the 
resources and the capacity to do so and the four big firms, that rule the market today, have this 
capacity. Therefore it can be hard for the smaller firms to compete. Further in the northern 
parts of Sweden, where the distances are great, there often is one of the large audit firms that 
dominate the market in each town, the respondent comments.  

5.6.6 Stakeholders 
The stakeholder of the annual report is the family that owns the company. The respondents do 
not think that there are many external stakeholders that are interested in the report. Of course 
the board and the chief executive officer of the group, who are active in the company, are also 
interested in the results of the audit. Company F has connections with a bank, but they think 
that the bank is only interested in the annual report for the group as a unit.  

5.6.7 The Abolishment of the Statutory Audit for Small Companies 
The respondents think that the statutory audit for small companies should not be abolished. 
There are surely issues that can appear in small companies, which they need help with and 
then an auditor can be of assistance.  
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5.6.8 The New Rules Introduced by the Swedish Accounting Standards Board 
Regarding K3-Companies   
Company F in Umeå does not have much contact with the auditor, only once a year. 
Therefore this new recommendation does not really affect their relationship with the auditor 
that much. On occasions they have contacted the auditor in the past but only in special 
situations. The respondents also declared that they had received phone calls from audit firms 
that wanted to offer their services since a K3 company no longer can use the same audit firm 
for book-keeping and auditing. This however does not concern Company F.  

5.7 Interview with Auditor X 
Auditor X works in the office of one of “The Big Four” audit firms in Umeå. He has been 
active as an auditor for 16 years and has mostly worked with small and medium sized 
companies where the owners play an active role. 

5.7.1 Selection of the Auditor and the First Contact 
Auditor X believes that the choice of an auditor is based on a combination of price and 
quality. Other factors that he thinks help the company to choose an auditor is the location of 
the audit firm, what kind of company it is, availability of the auditor and if the auditor has 
good and specific knowledge of the trade. Other important things are that the client and the 
auditor should communicate well, that the auditor understands the business and that he 
understands the client’s problems. The respondent thinks it is very important that the auditor 
understand the companies’ business processes and how these affect the accounting and the 
financial reports.  
 
A common way to establish a contact with an auditor is by asking business relations which 
auditor they use. Otherwise it can be as simple as finding an auditor in the phone book, he 
stated. Larger companies and companies that want to make an independent choice could ask 
for tenders from audit firms. An auditor can also be suggested to contact a potential client by 
a third part, the respondent explained.   

5.7.2 Important Criteria when Choosing an Auditor 
The most important criteria that a company considers when choosing an auditor, the 
respondent thinks, is a combination of price and the benefits they can gain from the 
relationship with the auditor. Other important criteria such as quality, availability, credibility 
and the fact that the audit firm can supply the company with what it needs have an impact on 
the company’s choice. Auditor X also believes that it is important for the company to be able 
to trust their auditor, since they deal with sensitive matters and need to be discreet in their 
relationship with the client. In addition to that he believes that as an auditor you should also 
be as competent as possible. There needs to be a certain specialist competence for the client to 
experience value for money. Auditor X thinks that it is the responsibility of the auditor to 
perform the audit efficiently and correctly and also be able to listen and understand what is 
important to the client. It is important that the auditor maintains the independence for the 
audit to be reliable and trustworthy. The importance of social competence and the ability to 
build and maintain a relationship is highlighted by the respondent, but he thinks that it is more 
important to be professional.   

5.7.3 Relationship between the Auditor and the Client 
The respondent wants the relationship with the client to be good. Auditor X wants to have 
frequent contacts with the client and thinks it is important to follow up the company’s 
progress. The respondent thinks that it is vital to be active in the relationship with the 
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company. He believes that it is appreciated to show that you are interested and care about the 
business. As an auditor you need to be in contact with the client occasionally because things 
might happen in the company which affects their financial situation.  
 
Auditor X explained the difficulties with maintaining the auditor independence, as a problem 
the auditor has to consider on a daily basis. He stated that the auditor needs to possess 
professionalism and timing to avoid overstepping the line between being too involved and 
independent. 

5.7.4 Change of Auditor 
The respondent does not believe that it is very common to change auditor, but if it happens it 
could depend on a change in the company or in the owner structure. For small companies the 
change of auditor usually depends on disagreements between the auditor and the client. 
Auditor X does not think that a company should change auditor more often then they already 
do. Today an auditor is elected for four years, which gives the company a possibility to 
reconsider their choice of auditor every four years.  

5.7.5 Expectations and Guidance 
Auditor X thinks that the client has very high expectations and he believes that as an auditor 
you have to be proactive and be able to give advice. The auditor should know much about the 
business and have a “helicopter-perspective”. If the client wants more advice it is possible for 
the auditor to provide this as long as the company does not belong to the K3 category. Since 
K3 companies cannot use the auditor for advice the audit firms have no other choice than to 
recommend them to another audit firm.  

5.7.6 The Abolishment of the Statutory Audit for Small Companies 
The respondent hopes that the statutory audit will not be abolished but on the other hand he 
does not think that there will be a big difference if it happens. There might be a slight 
difference in the work load concerning auditing, but he believes that most of the companies 
will need some sort of financial assistance. He thinks that there will be a change of the 
concept but he does not believe that it will paralyse the trade. Instead he believes that there 
will be a restructure and that audit firms will deliver more or less the same services if the 
audit would become voluntary.     

5.7.7 The New Rules Introduced by the Swedish Accounting Standards Board 
Regarding K3-Companies 
Auditor X says that the new recommendations are going to make some differences and that 
you as an auditor no longer can give the client other services than the audit. The introduction 
of the new rules will mean that the audit firms will have to recommend clients to turn to other 
audit firms for advice or keep the client for advisory and let another audit firm perform the 
audit. The respondent also added that his firm has started to prepare for the change and that 
they have studied companies in the region that this recommendation is going to concern and 
have evaluated the different possibilities.  

5.7.8 How to Keep Existing Clients and Recruit New Clients  
To attract new clients the audit firm is trying to be visible and to strengthen its’ position on 
the market. The firm also attends different occasions where company owners, business people 
and decision makers gather. The respondent explains that they also are involved in different 
organisations and takes contact with companies. But he thinks that the most important thing is 
to keep the existing clients. It costs numerous times more to find a new client than it costs to 
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maintain an existing client. To be able to keep existing clients means that the auditor has to 
nourish the relationship with the clients. 

5.8 Interview with auditor Y 
Auditor Y works in one of “The Big Four” audit firms and has worked as an auditor for 7 
years. Currently he works with family owned companies that have a turnover of up to 25-35 
Million and have about 4-6 employees. He has about 80 clients that he audits.  

5.8.1 Selection of the Auditor and the First Contact 
The respondent believes that most of the clients choose an auditor based on advice from a 
friend or an acquaintance. Because the audit is a matter of confidence, he thinks the client 
wants to be sure that the auditor is skilful and possess the qualities the company requests. The 
respondent believes that the selection process is all about word of mouth contacts and 
references. Further he stated that there are companies who want to minimize the costs and 
therefore collect tenders, but this is not common among family owned companies. Companies 
which regard the auditor not only as a cost but want to use the auditor as a sounding board 
might listen more to recommendations and are not as focused on the cost, he added. The first 
contact between an auditor and a company, the respondent thinks, is established by a phone 
call from a potential client or through personal contacts.  

5.8.2 Important Criteria when Choosing an Auditor 
The most important criterion when choosing an auditor is competence and that one are 
engaged in the company the respondent explains. As an auditor it is important to establish 
confidence with your client, prove to be trustworthy and encourage an open dialogue, the 
respondent stated. Further, the respondent believes that you should, as an auditor, be pro-
active and update the client regularly on news and risks that could affect the company. He 
also thinks that the auditor should be positive and take an active interest in the relationship 
with the client.  

5.8.3 Relationship between the Auditor and the Client 
If you look at a family owned company the relationship is often quite informal, the respondent 
explained. An informal relationship but not too informal is ideal because the auditor needs to 
keep a certain distance to the client to be able to discuss and take a stand in sensitive matters.  
To create the confidence needed in the relationship it is important to be able to communicate 
on a social level and not only professionally, he stated, since confidence can not be built on 
professionalism only, even if the auditor is extremely competent.   
 
Auditor Y explained the importance of maintaining the auditor independence. He stated that it 
is vital that the auditor can keep the personal relationship with the client apart from the 
professional role as an auditor. The auditor has a responsibility to audit and set boundaries for 
the company within what are generally accepted accounting principles.    

5.8.4 Change of Auditor 
Auditor Y explained during the interview, that it is not common for family owned companies 
to change auditor, but if it occurs it could depend on the cost, difficulties in communicating or 
disagreements between the company and the auditor.  

5.8.5 Expectations and Guidance 
The expectation the client has on the auditor, the respondent believes, is that the auditor 
performs a good audit following generally accepted auditing principles. Also he thinks that 
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the client expects that the auditor should give the client advice on how to handle certain 
financial matters and explain possible opportunities for the company. As an auditor you are 
expected to act as a sounding board to the owner, the respondent stated.  

5.8.6 The Abolishment of the Statutory Audit for Small Companies 
The respondent thinks that many companies will choose to maintain a regular audit performed 
by an external auditor because their stakeholders will demand it. For example creditors, as 
banks will need an audit when they handle requests for loans. He thinks that many of the 
smaller companies will avoid the cost of the audit if it is not mandatory, but they will 
probably need some kind of professional financial advice even in the future. Auditor Y 
believes that it can be good for the auditing business to adapt to a market that is more 
controlled by the demand from the clients.      

5.8.7 The New Rules Introduced by the Swedish Accounting Standards Board 
Regarding K3-Companies 
Auditor Y explained that the audit firm considered what the best alternative would be for the 
firm, either to keep the company as a client for the audit or stay as their adviser and sounding-
board. They also discuss the situation and the different possibilities with the client to come up 
with the best solution for both parts. Within the firm they have already started to make 
preparations for this change. 

5.8.8 How to Keep Existing Clients and Recruit New Clients  
To attract new clients and keep the existing the audit firm is trying to encourage their 
employees to perform well and to be pro-active. The audit firm wants their auditors to create a 
relationship with their clients by being social and getting to know them better. By creating a 
good relationship with the clients it is easier to keep them connected to the firm and hopefully 
good rumours will spread and attract new clients to the audit firm. 
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5.8.9 Summary of Empirical Data of the Companies 

Question  Company A 
Was started 
1999 and has 
about 100 
employees. 

Company B 
Was founded in 
1977 and has 5 
fulltime 
employees. 

Company C 
Was founded in 
2000 and has 5 
employees. 

Company D 
Started in 1988 
and has 12 
employees. 

Company E 
Started in 1995 
and has 5 
employees. 

Company F 
Was started in 
1931 and has 
90 employees 
in Umeå. 

1. 
Selection of 
the auditor 
and the first 
contact. 

Choice of 
auditor by 
recommend-
ations and 
previous 
experience.   

Choice of 
auditor by 
connections 
through a 
relative. Did 
compare prices.  

Previous 
experience by 
the accountant. 
She chose 
someone she 
knew and 
trusted in. 

The auditor was 
selected due to 
that the 
company was in 
a franchise 
group. They 
chose the same 
as the other 
companies.  

Choice of 
auditor was 
made with help 
from an 
external 
contact.   

 When the 
company grew 
larger they had 
only one firm 
that could 
handle their 
size. They 
found the firm 
through 
personal 
contacts. 

2. 
Relation-
ships and 
qualities 

Personal 
relations are 
very important. 
They want open 
communication.  

Personal 
relationships 
are important. 
The auditor 
should have the 
knowledge to 
do his job. 

Wants to be 
able to trust the 
auditor. He 
should appear 
professional 
and have the 
skills required.  

Want a more 
informal 
relationship and 
the auditor 
should be 
knowledgeable 
about the 
business 
segment. 

They have an 
informal 
relationship and 
feels secure 
knowing that 
the auditor 
works in a large 
firm that 
according to 
them is keeping 
a high quality. 

The head office 
does not have 
any direct 
contact with 
their auditor. 
Sometimes they 
feel they could 
use feedback 
from their 
auditor. 

3. 
Personality, 
competence 
and Cost 

Cost irrelevant. 
Expects a 
certain level of 
basic 
competence but 
if the cost is 
raised much he 
will look at 
other options. 

Feels that cost 
and competence 
are the most 
important 
factors.  

Personality and 
competence 
linked and 
important. Price 
not important. 

A sociable 
personality is 
very important 
and price does 
not matter. 
Reputation 
plays a vital 
role.  

Did compare 
price but did 
not find any 
major 
differences. 
The auditor 
should be 
qualified. 

They have one 
person in 
charge for the 
accounting and 
it is this person 
who has the 
contact with the 
auditor. 

4.  
Change of 
Auditor 

Changed 
because of 
recommend-
ations and 
because the 
auditor changed 
career.  

Changed 
because the cost 
of the audit 
became too 
high. 

Changed 
because of 
location and 
change of 
career for the 
auditor. 

Changed when 
the audit firm 
was bought by 
another firm.  

Have not 
changed yet but 
could consider 
if the auditor 
makes a costly 
mistake. 

They will keep 
their auditor as 
long as they are 
satisfied with 
their work. 

5. 
Expectations
, guidance 
and benefits 
in the 
relationship 
with the 
auditor 

Auditor should 
be more 
approachable, 
accommodating 
and more like a 
salesperson. 
The company 
should be able 
to use their 
auditor as 
adviser but they 
cannot. 

They have a 
good 
relationship 
with the auditor 
and want to be 
able to use him 
as a sounding 
board. 

The audit 
should be 
performed 
satisfactory. 
They have 
much help with 
advice from the 
auditor and are 
pleased with the 
relationship.  

They want a 
motivated and 
involved 
auditor who 
acts as a 
sounding board. 
They want even 
more advice 
from their 
auditor than 
they get today. 

The auditor 
should be 
competent but 
they do not 
need the 
guidance from 
the auditor.  

They would 
like the auditor 
to be more 
knowledgeable 
of the business.  
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6. 
Stakeholders 

The part owner, 
suppliers and 
different 
partners. 

The bank is the 
main 
stakeholder. 

Banks, 
suppliers and 
other partners. 

The bank, 
costumers and 
the tax-
authority.  

Companies that 
are interested in 
acquiring 
Company E 

The owner, the 
board and the 
chief executive 
officer. 

7.  
Abolishment 
of the 
statutory 
audit. 

If it affected the 
company they 
would consider 
having an audit 
every other year 
anyway. 

They would 
have someone 
that could 
check the 
annual report.  

They think they 
benefit from the 
relationship and 
they would 
continue with 
having an 
auditor. 

The company 
sees the auditor 
as a resource 
that can be 
helpful if used 
in the right 
way. 

They would not 
hire an auditor 
to perform the 
audit.  

They think that 
the law should 
not be 
abolished. 

8.  
New rules 
regarding K-
3 companies 

They have 
started to 
comply with the 
new rules but 
they feel that it 
diminishes the 
value they get. 

        They feel that 
this new law 
does not affect 
their 
relationship 
with their 
auditor.  

5.8.10 Summary of Empirical Data of the Auditors 

Question Auditor X 
Works in one of the Big Four audit firms 
in Umeå and have been active for 16 years.  

Auditor Y 
Works in one of the Big Four audit firms in Umeå 
and have been active for 7 years. 

1. 
Selection of the 
auditor and the first 
contact  

Choice based on a combination of price 
and quality. Also factors as location play a 
big role. The first contact is made by 
asking business relations what they use.  

Choose their auditor whit help from friends or 
acquaintance. The auditor should be skilful and 
posses the qualities the company requests.  

2. 
Important criteria 
when choosing an 
auditor. 

The combination of price, quality and the 
benefits they can gain using the auditor. 
They also need to be able to trust in their 
auditor 

The auditor should be competent and engaged in 
the company. He should be trustworthy and 
encourage an open dialog. He should be pro-active 
and positive. 

3. 
Relationship between 
the auditor and client 

It should be a good relationship with 
frequent contact and follow ups. It is vital 
that to be active and show that you are 
interested and cares about the company.  

An informal but not too informal relationship is 
good because you need to keep a distance. 
Important to be able to communicate on a social 
level.  

4. 
Change of auditor 

Not very common. If it happens it could 
depend on a change in owner structure or a 
disagreement between the auditor and 
client.  

Not common for family owned companies but if it 
happens it could depend on cost, difficulties in 
communications and disagreements.  

5. 
Expectations and 
guidance 

The auditor should be pro-active and have 
a “helicopter-perspective” of the business. 

The auditor should perform a good audit and give 
advice on how to handle certain financial matters. 

6. 
The abolishment of 
the statutory audit 

Hopes that it will not happen but he 
believes that most companies need some 
kind of financial assistance. There will 
only be a change of the concept.  

Many companies will choose to maintain their 
auditor. He thinks that it can be good for the 
business to adapt to a market that is controlled by 
the demand from the clients.  

7. 
New rules regarding 
K-3 companies 

Is going to make some changes but no 
significant changes. 

They have started to make preparations for this 
change in the company. They have to see what the 
best choice is for both parts.  

8. 
How to keep existing 
clients and recruit 
new ones 

Involved in different organisations, takes 
contact with companies and nourish the 
relationship with existing clients. 

The firm is encouraging their employees to perform 
well and be pro-active. They want to create a good 
relationship to keep them connected to the firm and 
hopefully spread good rumours.  
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6. Analysis 
In this chapter we are going to compare the empirical findings to establish if there are any 
similarities in which factors that influence the researched companies in their choice of 
auditor. We will also compare the selection process between the companies of different sizes. 
On the basis of our chosen theories we analyse the empirical findings. 

6.1 Selection of the Auditor  
A buyer process is initiated when an individual has a problem which cannot be solved without 
assistance. In this process there are many factors that can influence the customer. The 
customer evaluates which solutions are available, the most satisfying and the most convenient 
before making the final choice.126 After completing the interviews we found that the 
companies have made different choices in the buyer process, but the most common factors in 
the companies’ choice of auditor are personal contacts and reputation. We believe that this is 
a common phenomenon in most fields of the service sector. A service can in some ways be 
seen as an intangible product and therefore it is even more important with Word of mouth. 
Individual experiences of a service are regarded as an important source of information127. 
Customers pass on positive experiences of a service to friends and family, which makes Word 
of mouth an even more powerful marketing tool than advertising128.   
 
Beattie and Fearnley describe in the Three-stage Selection Model how companies choose an 
auditor in three different stages. In the first stage of the selection model the customer gathers 
auditors that match their own company’s size.129 Company F has their head office located in a 
small city where the selection of auditors is joint-stock and there is practically only one audit 
firm that can match the size of the company. Another respondent, Company A, chose to 
change the auditor as the company grew larger to an audit firm that better matched the size of 
the company. Through the choice of auditor a company can enhance its own status and this 
buyer type is called the “status seeker”. This buyer type is often smaller companies that are 
growing or have a high risk profile.130 We think that larger audit firms, especially “The Big 
Four”, bring certain status to their clients and are often regarded as more professional and 
trustworthy than smaller firms. Therefore they become the first hand choice for many 
companies, we believe.    
 
The key factors in the second stage of the Three-stage Selection Model are the fees and the 
quality of the audit. If specialist services are not available within the audit firm or the audit 
approach is disliked a company can exclude that particular audit firm from the selection.131 
Company B chose audit firm after collecting tenders from several competing audit firms in 
Umeå. His final choice was the audit firm that could offer the audit to the most favourable 
cost. The other respondents were not really concerned about the cost and therefore we believe 
they value the quality of the audit higher. 
 
In the last stage of the selection process companies tend to look at the geographical location 
of the auditor if they at that time not yet have made their choice.132 A common link between 

                                                
126 Axelsson, 66. 
127 Grönroos, 269.   
128 Peter and Olson, 443 
129 Beattie and Fearmley, 36. 
130 Ibid., 43-44. 
131 Ibid., 36. 
132 Ibid., 36-38.   
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all our respondents is that they want their auditor located close to the company. Practical 
reasons make it most convenient since paperwork has to be transferred between the company 
and the auditor. One of our respondents moved location of their accounting department from 
one city in the south of Sweden to Umeå and then it was natural for them to also change to an 
auditor in Umeå as well because the company is located there. The other companies all have 
auditors located nearby and therefore we believe that the location and the availability of the 
auditor are important factors for the companies’ selection process. 
 
One of the interviewed auditors thought the choice of auditor depends on a combination of 
price and quality as well as the location of the audit firm. Further he thinks that the client and 
auditor should communicate well and that the auditor should have certain knowledge of the 
trade. The other auditor explained that he believes that the selection process is all about word 
of mouth, contacts and references, and also a matter of costs but the cost is not always a main 
issue. 

6.2 Relationships and Qualities 
A common link between our researched companies is that they all value a good relationship 
with the auditor. We have perceived during the interviews that most of the respondents are 
quite satisfied with their relations with the auditor but a couple of the respondents wants to 
have an even more informal relationship with the auditor than they have today. All of the 
respondents expects a high quality of the audit and emphasize that an informal relationship 
should not exceed professionalism and the quality of the audit. Some of the respondents 
declared that they want to be able to trust their auditor and that the auditor should appear 
professional. Several of the respondents have expressed a wish of using their auditor as a 
sounding board in financial matters that concerns the development of the business, but the 
auditor sometimes lack the sufficient knowledge of the trade. We have seen, during the study 
that it can be difficult for the client to receive the advice they request from the auditor and we 
think that this can depend on lack of information from the auditor about how involved they 
can get in the company.    
 
The respondents also describes that they want the auditor to be more pro-active and inform 
about new regulations and possibilities that can work as an advantage for the company. We 
think that the request for more advice and active interest from the auditor could be a result of 
the companies’ insecurities regarding the multitude of rules and regulations that they face as 
an owner-manager and they want to feel that they receive value for money. Over all we think 
that the relationship between the auditor and the client is important for a well functioning 
cooperation. 
 
As we discusses in chapter 3.1.3 the most important attribute of audit quality were considered 
to be the experience the auditor has with the client, the knowledge the auditor possess about 
the business and how available the audit firm is regarding the clients’ needs133. These 
attributes seem to agree with the results of our study, since our respondents declared that they 
want their auditor to be pro-active and knowledgeable of the line of business where the 
company is active. We believe that if the auditor is knowledgeable of the line of business it 
can help to ensure the quality of the audit and facilitate the audit process, which satisfies the 
clients.    

                                                
133 J.V. Carcello, R.H.Hermanson and N.T. McGrath, “Audit Quality Attributes: The Perceptions of Audit 
Partners, Preparers, and Financial Statement Users”, Auditing: A Journal of Practice & Theory Vol. 11, No.1, 
Spring (1992): 11.  
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Both auditors explained that it is vital that the auditor independence is not damaged in the 
relationship between the auditor and the client but they also discussed that it can be difficult 
as an auditor to maintain the independence. In the Auditors Act it is stated that the auditor 
should be impartial and independent when performing the duties134. We understand that this 
can be difficult since the clients have certain expectations of what they want from the auditor. 
Because of the auditor independence we believe that it is important for the auditor to explain 
to the client the limitations he has, to avoid misunderstandings and therefore minimizing the 
risk to loose the client because of this.   

6.3 Personality, Competence and Cost 
When analysing the companies’ opinions about the cost of auditing most of the respondents in 
the category K2 believe that the cost of auditing, for companies in this size, does not differ 
greatly between audit firms, which makes the cost irrelevant when choosing an auditor. 
Though if the cost would increase significantly they would become more aware of the cost 
and compare prices between audit firms. Only two of the respondents collected tenders from 
different audit firms before selecting their auditor. These companies seek to minimise the 
audit costs and can be categorised as a buyer type called “grudgers”. Some “grudgers” are 
active and search the lowest fees while others are satisfied unless the fee is completely 
unreasonable.135 Prior to this study we believed that the cost of the audit would be an 
important determining factor, but the study has shown that the cost is not as significant as we 
first believed. We have come to realize that if the difference in cost is not great the companies 
value personal relationships and competence higher. Another buyer type is the “comfort-
seeker” who value good quality and that the annual report will not attract negative 
criticism136.  We found these opinions typical for all our respondents.  
 
The interviewed auditors think that professionalism and competence are the most important 
criteria for a company when choosing an auditor. Further, the ability to create an open 
dialogue and how trustworthy the auditor is are also important factors, the auditors stated. 
These opinions seem to agree well with the results from the interviews with the companies 
that we have performed. Yet again it shows that the price is not as important as we thought 
before the study.   

6.4 Change of Auditor 
Most of the respondents have changed their auditor sometime during the companies’ 
existence. The changes have been caused by different factors and some of the reasons for a 
change, among the companies we have studied, are that the auditor have changed career, the 
audit firm have been acquired by a larger audit firm or that the company have moved their 
accounting department. 
 
A majority of the respondents in the study would not consider changing auditor unless the 
auditor committed a costly mistake. As one of the respondents stated, “changing a person is 
not like changing a car”, it takes time and experience for an auditor to learn about a company 
and the trade it is active in. This expertise is valuable to the company and not easy to replace, 
he stated. A client becomes satisfied when their expectations are fulfilled and can become a 
loyal customer to the company. If the expectations are not fulfilled the client can consider to 

                                                
134 FARs Revisionsbok, 85.  
135 Beattie and Fearnley, 42-43 
136 Ibid., 44-45. 
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change the supplier.137 Another factor that has been discussed during the interviews is the 
price of the audit. The researched companies believe that the price does not differ very much 
between audit firms, but if the difference would be larger the companies would compare 
prices and consider changing their auditor to the one with the most favourable offer. This 
result is conclusive with the theory that describes price as a central factor in the exchange 
process. The cost is not only a matter of money, but also a matter of time, cognitive activity 
and behaviour effort138. 
 
The auditors we interviewed believed that the most common reason to change the auditor is 
disagreements between the client and the auditor, though the auditors do not think that it is 
very common to change the auditor. Another reason for a change, the auditors stated, can be 
that the company’s structure is changing or that they consider the cost too high. We have 
during the study noticed that the companies use their auditor to different extents. For the 
companies that use their auditor frequently as a sounding-board we can understand the 
importance of a good relationship. If the relationship with the auditor is not satisfying for the 
company, or if the auditor makes a costly mistake, the company will consider a change of 
auditor. Though, we think that a change probably is well considered and not done hastily. 

6.5 Expectations, Guidance and Benefits in the Relationship with the 
Auditor 
The respondents’ expectations on the auditor in the researched companies were that the 
auditor should know the current laws and regulations, i.e. be professional. Because the 
Authorized and Approved Public Accountants have passed an exam to receive their 
certification the clients expect them to possess basic knowledge. The respondents explained 
that they do not expect the auditor to know everything, but the auditor should be familiar with 
the trade and be pro-active. Several of the respondents expressed a wish to receive more 
advice from the auditor. The respondent companies think that they this way could benefit 
more from their relationship with the auditor. This type of companies could be categorised as 
one of the four buyer types, the “resource-seeker”, who sees value in the audit and other 
resources that the audit firm can provide. The “resource-seeker” wants to make use of these in 
the best possible way.139     
 
According to the theory of the gap in expectations the expectations on the auditor can 
sometimes exceed the boundaries of good auditing practice in Sweden140. We have seen in 
our study that the client’s often expect more advice from their auditor than what might be 
appropriate for him to give according to the auditor independence.141  
 
Both of the auditors that we interviewed were of the same opinion as the interviewed 
companies and stated that the auditor should function as a sounding-board and take an active 
interest in the company. Companies expect a basic competence with the auditor and we do not 
think that this is unreasonable since the auditors possess a specialist competence. It is 
understandable that the companies want to benefit from this specialist competence through 
guidance from the auditor and by this receive value for money.   

                                                
137 Kotler, Armstrong, Saunders and Wong, 392. 
138 Peter and Olson, 458. 
139 Beattie and Fearnley, 45-46. 
140 FARs Revisionsbok, 111-112. 
141 Betänkande av Revisionsbolagsutredningen, SOU 1999:43 
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6.6 Stakeholders 
The primary stakeholders of the audit vary between our researched companies. As described 
in the theory used in this thesis stakeholders are in Sweden primarily the society and creditors. 
For companies with loans the bank is an important stakeholder to the annual report to be able 
to establish the financial situation in the company. Other important stakeholders are suppliers 
and owners.142 Depending on the owner structure and the size of the company the owners can 
be more or less interested in the audit. In small companies the owners usually have a clear 
picture of the financial state because they often are managing the company whereas larger 
companies with many owners need the information given in the annual report.143  
 
Depending on which stakeholders the companies have the choice of auditor can vary. We 
have seen that our researched companies have different opinions about the stakeholders of 
their audits. Most of the respondents think that the bank is the most important stakeholder. 
Other stakeholders that were mentioned during the interviews were possible buyers, suppliers 
and partners. We think these stakeholders can influence the companies in their choice of 
auditor because they want to be connected to an audit firm that has a good reputation and is a 
well known organisation.  

6.7 The Abolishment of the Statutory Audit  
Regarding a possible abolishment of the statutory audit most of the respondents are 
unanimous that they would continue with voluntary audits. They do not consider the cost of 
the audit as a financial burden and they think that they get value for the money they spend on 
the audit. Two out of six of the researched companies stated that they would be pleased to be 
relieved from the cost of the mandatory audit. They would still use an auditor’s services for 
advice and maybe have an audit performed every other year because this is a security for the 
company.   
 
The statutory audit decreases the risk that material mistakes occur in companies’ annual 
reports. This works as a security for shareholders and other stakeholders of the audit. 144 The 
auditors believe that many companies will continue to have an audit performed of the 
company’s book-keeping as a security and because some of their stakeholders might demand 
it. From the interviews we have got the impression that most companies will need some sort 
of financial assistance and guidance from the auditor even if the statutory audit is abolished.  

6.8 The New Rules Introduced by the Swedish Accounting Standards Board 
Regarding K3-Companies   
Two of our respondents manage companies in the category K3. One of the respondents has 
already adjusted their contact with the auditor to the new rules and uses a different auditor for 
financial advice. The other respondent in the category does not have regular contact with the 
auditor but they have been contacted by a few audit firms that want to offer them their 
services for advice. 
 
From the auditors’ perspective the new rule means that they will have to decide if they are 
going to keep performing audits in the company or if they are going to be their adviser 
instead. This means that they also will have the possibility to recruit new clients to the audit 
firm. It is difficult for us to comment much on this since the effects will not be obvious until 
                                                
142 Föreningen Auktoriserade Revisorer, Revision. Vad är det, 10 
143 Thorell, P. and C. Norberg, Revisionsplikten i små aktiebolag, Svenskt Näringsliv, 2005, 40. 
144 FARs Revisionsbok, 14. 
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in a few years. We believe that it can be positive for many companies because they will have 
the opportunity to receive a different opinion on their financial matters.    

6.9 Size 
Company A and F, which both are K3 companies, declared that they do not learn much from 
the auditor at this stage. We think this can depend on the fact that both of these companies are 
large, are not newly started and have developed a well functioning administrative system. 
Prior to the study we believed that there would be large differences in the responses from 
companies of different sizes, but after finishing the interviews we realized that there were no 
significant differences in the selection process between the companies that we can refer to the 
size of the company.   
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7. CONCLUSION 
Hereby we present the conclusions we have drawn from the results of our study. Further we 
discuss what we have learnt during our research and what we could have done differently. 
Eventually we present suggestions for interesting topics that can be used for further research.  

7.1 Introduction 
Before we present our conclusion of the study we want to repeat our research question and the 
purpose of the thesis. The research question was to investigate which factors influence joint-
stock companies in their choice of auditor. Further our purpose was to better understand the 
selection process and from this purpose we have developed three sub purposes, which are: 
 
• Establish which determinants that play a significant role in a company’s choice of 

auditor. 
• Investigate if there are any differences in the selection process between companies of 

different sizes. 
• Research how auditors perceive the relationship with their clients. 

7.2 Conclusion 
When we first started our research we thought that a company’s choice of auditor depended a 
great deal on the cost of the audit. The results of the study show that this is not the case. Of 
course the companies are aware of the cost of the audit and wish to keep it down, but the price 
is not the main factor. Instead the study shows that the personality of the auditor and the 
communication between the auditor and the company that is being audited, as well as the 
competence of the auditor are the most important determining factors. Companies that do not 
use their auditor for advice, apart from during the audit procedure, experience less value 
received from the auditor’s services.  
 
The most common way to get in contact with an auditor is through recommendations by 
word-of mouth from friends, family and business associates. 
 
In our research we have included two companies in the category K3 and four K2 companies. 
Since we believed prior to the study that there would be differences in the selection process 
between companies of different sizes we found this comparison interesting to make. Though, 
the study shows that there are no significant differences in how companies of different sizes 
choose their auditor. 
 
When we decided to include auditors in our study we wanted to see if there was a gap 
between what auditors and companies expect from the auditor-client relationship. Overall the 
auditors’ perceptions of what expectations the companies have on their auditors seem to 
agree. However, a majority of the respondents in the researched companies want their auditor 
to be more pro-active and knowledgeable about the company and the trade. The fact that the 
interviewed companies wish to receive more specialised advice from their auditor leads us to 
agree with Kirby and King, who stated that auditors could use more training and maybe 
specialise in a certain type of company to be able to give better advice and have a better 
understanding for the situation the client company is in. We also came to realise how 
important it is for the auditors to clarify what their role in the company is and how much 
advice the can give without violating the auditor independence and what is generally accepted 
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auditing principles. A gap in the client’s expectations of what the auditor is supposed to do 
can create misunderstandings and cause the client to be discontent with the auditor.  

7.3 Suggestions for Further Research 
An interesting topic for further research would be to study only K3-companies to investigate 
the effects of the new rule introduced 1/1 2007. Because these effects will not be visible for at 
least another year this was not an option for us in this study. Another interesting topic would 
be to explore how an abolishment of the statutory audit would affect the concerned companies 
and their relationship with their auditors. It would be interesting to see how many of the 
affected companies would choose to keep having the audit performed even though it was not 
mandatory, or if they would use other services provided by the audit firms. 
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8. TRUTH CRITERIA 
In this chapter we will discuss what truth criteria a thesis should fulfil to be trustworthy and 
give the study credibility. Since we have performed a qualitative study there are three 
different criteria that are important to consider.  

8.1 Truth Criteria  

The truth assessment is discussed to be able to see the fulfilment of the goal.145 We have a 
used a qualitative method and therefore we have the criteria validity, intersubjectivity and 
practical usefulness. If our chosen approach instead had been a quantitative method, criteria as 
validity, reliability and possibility to generalize would have been useful.146 

8.1.1 Validity 
When performing a qualitative study it is of importance that the empirical data collected are 
representative for all the different qualities needed to reach a conclusion. It is also crucial to 
choose and have access to the right respondents to achieve theoretical saturation. The number 
of respondents is not as important as the fact that the respondents possess the right knowledge 
and experience to be valuable for the study.147 
 
Since our research question is to find out what qualities companies base their choice of 
auditor on we decided to interview a number of owners and managing directors that are likely 
to possess the qualities we want to study. To strengthen the study further we also did 
interviews with two Authorized Public Accountants. The reason to why we only performed 
two interviews with auditors was that each auditor handles a large number of clients and 
therefore we regard their opinions as representative. 
 
We realize that we probably have not reached theoretical saturation, but we do not believe 
that through performing more interviews we would have reached a different conclusion. 

8.1.2 Intersubjectivity 
Intersubjectivity means that interpretations made during a study should be acceptable to the 
respondents and their equals as well as to other researchers. Intersubjectivity can be of use 
during the whole process of data collection and the development of theories. To achieve 
intersubjectivity as a researcher the data collected should be sent to the respondents and they 
should be able to make comments on the material. The reactions from the respondents should 
be considered with caution since overly positive interpretations of the researchers could be 
adopted by the respondents.148  
 
During the interviews we have tried to listen attentively and use recording equipment to avoid 
misunderstandings and misinterpretations. The questions we have asked have been designed 
to be as neutral and open as possible to encourage the respondents to speak freely. To reach 
intersubjectivity we summarised the interviews and sent them to the respondents for 
comments. When summarising the material from the interviews we have tried to keep our 
interpretations as neutral and objective as possible. We asked some of the respondents to 
develop further on certain aspects of a question to clarify what they meant. Three of the 

                                                
145 Johansson Lindfors, 160. 
146 Ibid., 161-165. 
147 Ibid., 165-166. 
148 Ibid., 166-167. 
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respondents did not get back to us with either comments or feed back which led us to believe 
that they agreed on our interpretation of the interviews. Though, to avoid misunderstandings 
we sent these respondents another e-mail to declare that we were going to use the material 
that we had sent them a copy of earlier. At this time all of the respondents have given us feed 
back on the summaries we sent them. There were a few minor changes but overall we had 
understood well what they wanted to express.   

8.1.3 Practical Usefulness 
An important criterion for useful theories is that they should be suitable and function when 
applied in practical situations. During a study it can be difficult to establish that the chosen 
theories have practical usefulness. It is not until other groups and individuals take the theories 
in to practice to better understand their own reality that the practical usefulness is 
determined.149    
 
In our study we have chosen a problem from the perspective of companies that use the 
auditors’ services and we believe that the results can be useful for audit firms in the 
relationship with their clients. Thus it is not until auditors put our theories into practice that it 
can be secured that our chosen theories are useful in practical situations. The intention with 
this study is not to generalize the results to all companies in Sweden, but we want a deeper 
understanding for the choice process.  

                                                
149 Johansson Lindfors, 167-168.  
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Appendix 1.  
 
Interview guide for companies in English 
 
Hello! 
 
Here are examples of questions that we are going to ask you during the interview. The 
interview will take approximately 30-40 minutes, maximum of 1 hour, and we hope that this 
guide will give you a better understanding for what we are going to discuss during the 
interview.   
 
The thesis is based on the question; “Which factors affects the company in the choice of 
auditor/audit firm?”  Please observe that by auditor/audit firm we mean the one that performs 
the audit of the annual report.  
 
Initially we would like to ask you to tell us about the company. 
 
Subjects for the interview: 
• Which auditor/audit firm does the company use? 
• How did you choose your auditor/audit firm? 
• How did you establish the first contact? 
• Which qualities do you regard as the most important in your auditor? 
• What kind of relationship do you have with your auditor? 
• How important is the personality of the auditor compared to its skills? 
• How long have you had the auditor you are using currently? 
• Have you ever changed auditor and in that case why? 
• What are your expectations of the auditor? 
• Do you feel that your expectations have been fulfilled? 
• Would you like your auditor to give more advice? 
• Who do you expect take an interest in your annual report? 
• Besides that it is mandatory to have audits performed do you see any benefits that your 

company receive from the audits and the contact with the auditor? 
• Do you believe that the abolishment of statutory audits will affect your relationship 

with the auditor/audit firm? 
• How do you believe that the role of the auditor will change after the introduction of 

the new rules by the BFN in January 2007? 
 
Full anonymity will be promised. 
We are planning to use recording equipment during the interview and we hope that it is alright 
with you.  Please inform us otherwise. 
 
If you have any questions please contact us. 
 
Best regards, 
 
Marie Nilsson   Johanna Embretzén 
Tel. 070-227 12 35   Tel. 070-538 72 88 
E-Mail: maenin87@student.umu.se  E-Mail: joaemn03@student.umu.se 
 
Sandra Olofsson 
Tel. 0738-44 54 45 
E-Mail: saaoln04@student.umu.se 



Appendix 2.  
 
Interview guide for companies in Swedish 
 
Hej! 
 
Här kommer en intervjuguide med de ämnen som vi kommer att ta upp under intervjun. 
Intervjun kommer att pågå ca 30-40 minuter, maximalt 1 timme, och vi hoppas att detta 
underlag kommer att ge dig en bättre förståelse för vad vi kommer att ställa för frågor under 
intervjun. 
 
Den frågeställning vi utgår från lyder; ”Vilka faktorer påverkar företag i valet av 
revisor/revisionsbyrå?”. Observera att vi med revisor/revisionsbyrå menar den som granskar 
årsredovisningen. Inledningsvis tänkte vi be dig berätta lite grann om företaget. 
 
Ämnen vi tänkte ta upp under intervjun: 
 
• Vilken revisor/revisionsbyrå använder ni er av?  
• Hur skedde valet av revisor/revisionsbyrå? 
• Hur skedde den första kontakten? 
• Vilka är de viktigaste kvaliteterna du vill ska finnas hos er revisor? 
• Vad har ni för relation till er revisor/revisionsbyrå? 
• Hur viktig är revisorns personlighet gentemot dennes kompetens? 
• Hur länge har ni haft den revisor ni har idag? 
• Har ni någon gång bytt revisor och vad berodde det i så fall på? 
• Vad har du för förväntningar på revisorn/revisionsbyrån? 
• Tycker du att dessa förväntningar har infriats? 
• Skulle du vilja att revisorn gav mer råd?  
• Vilka bedömer du vara intressenter till revisionen? 
• Förutom att det är obligatoriskt att ha en revisor ser du någon nytta med att ändå 

använda revisorns tjänster? 
• Hur ser ni på revisorns roll efter årsskiftet i och med bokföringsnämndens ändring av 

inriktning på normgivningen?   
 
Full anonymitet utlovas. 
Vi tänkte använda oss av inspelningsutrustning under intervjun och vi hoppas att det går bra 
för dig. Meddela oss annars, vi har full förståelse för det. 
 
Har du frågor eller synpunkter kontakta oss gärna tidigare. 
 
Med vänlig hälsning 
 
Marie Nilsson   Johanna Embretzén 
Tel. 070-227 12 35   Tel. 070-538 72 88 
E-Mail: maenin87@student.umu.se  E-Mail: joaemn03@student.umu.se 
 
Sandra Olofsson 
Tel. 0738-44 54 45 
E-Mail: saaoln04@student.umu.se 



Appendix 3.  
 
Interview guide for auditors in English 
 
Hello, 
 
Here are examples of questions that we are going to ask during the interview. The interview 
will take approximately 30-40 minutes, maximum of 1 hour.  
 
The thesis is based on the question; “Which factors affects the company in the choice of 
auditor/audit firm?” We have performed interviews with several managing directors in 
companies where the owner is active and now we want to understand the auditor’s viewpoint 
on the question. 
 
Topics: 
 
• How do you think that companies choose their auditor?  
• What do you think are the most important factors that companies look at in their 

selection of auditor? 
• How would you say that the first contact between the company and the auditor is 

established? 
• Which qualities are the most important that an auditor possesses, in your opinion? 
• How do you want the relationship between the auditor and the client to be? 
• How does the auditor manage to keep the independence in the relationship with the 

client? 
• How important do you think that companies regard the personality of the auditor 

compared to the auditor’s skills? 
• Do you think that companies should change auditor on a regular basis to get a new 

perspective? 
• Would you say it is common that companies change their auditor? What could the 

reason for such a change be? 
• What kind of expectations do you believe the companies have on their auditor? 
• How does the auditor handle companies’ demand for more guidance? 
• How do you work in the audit firm to attract new clients and maintain the old ones? 
• How does your audit firm work to meet the new recommendations from the Swedish  

             Accounting Standards Board? 
 
Full anonymity will be promised. 
We are planning to use recording equipment during the interview and we hope that it is alright 
with you.  Please inform us otherwise. 
 
If you have any questions, please contact us. 
 
Best regards, 
 
Marie Nilsson   Johanna Embretzén 
Tel. 070-227 12 35   Tel. 070-538 72 88 
E-Mail: maenin87@student.umu.se  E-Mail: joaemn03@student.umu.se 
 
Sandra Olofsson 
Tel. 0738-44 54 45 
E-Mail: saaoln04@student.umu.se  



Appendix 4.  
 
Interview guide for auditors in Swedish 
 
Hej! 
 
Här kommer en intervjuguide med de ämnen vi planerar att ta upp under intervjun. Vi räknar 
med att intervjun kommer att pågå mellan 30-40 minuter, maximalt 1 timme.  
 
Den frågeställning vi utgår från i vårt arbete lyder; ”Vilka faktorer påverkar företag i valet av 
revisor?”  Vi har gjort intervjuer med ett antal företagsledare i ägarledda företag och nu vill vi 
ha revisorernas syn på frågan. 
 
Ämnen: 
 
• Hur tror du att företagen går till väga i sitt val av revisor? 
• Vilka tror du är de viktigaste kriterierna som företagen tittar på när de väljer revisor? 
• Hur upplever du att den första kontakten med revisorn sker vanligtvis? 
• Vilka skulle du säga är de viktigaste kvaliteterna som en revisor bör ha? 
• Hur vill du att relationen mellan revisorn/revisionsbyrån och klienten skall vara? 
• Hur hanterar man som revisor behovet av att behålla sitt oberoende gentemot klienten? 
• Hur viktig tror du företagen tycker att revisorns personlighet är jämfört med dennes 

kompetens? 
• Tycker du att företag borde byta revisor/revisionsbyrå regelbundet för att få nya 

perspektiv?  
• Är det vanligt att företag byter revisor? Vad kan ett sådant byte bero på? 
• Vad tror du företagen har för förväntningar på revisorn? 
• Hur hanterar man som revisor situationer när företagen efterfrågar mer rådgivning? 
• Hur arbetar ni som revisionsbyrå för att attrahera nya klienter, och behålla de gamla? 
• Hur arbetar ni som revisionsbyrå för att bli starkare i konkurrensen på 

revisionsmarknaden i och med de nya rekommendationerna angående K3-företag och 
lagförslagen om ett eventuellt borttagande av revisionsplikten? 

 
 
Full anonymitet utlovas. 
Vi tänkte använda oss av inspelningsutrustning under intervjun och vi hoppas det går bra för 
dig. Meddela oss annars, vi har full förståelse för det. 
 
Har du frågor eller synpunkter kontakta oss gärna tidigare. 
 
Med vänlig hälsning 
 
Marie Nilsson   Johanna Embretzén 
Tel: 070-227 12 35   Tel: 070-538 72 88 
E-mail: maenin87@student.umu.se     E-mail: joaemn03@student.umu.se 
 
Sandra Olofsson 
Tel: 0738-44 54 45 
E-mail: saaoln04@student.umu.se
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The Law of Audit 

 

Revisionslag 
SFS-nummer 1999:1079 

Departement/myndighet Justitiedepartementet L1 
Utfärdad 1999-12-02 

Ändring införd t.o.m. SFS 2006:875 
 
Allmänna bestämmelser 

1§  
I denna lag finns bestämmelser om revision för vissa fysiska och juridiska personer. 
I denna lag betyder 

1. 1. företag: fysisk eller juridisk person som är bokföringsskyldig enligt 
bokföringslagen (1999:1078),  

2. 2. moderföretag: företag som utgör moderföretag enligt definitionen i 1 kap. 4 § 
årsredovisningslagen (1995:1554),  

3. 3. dotterföretag: vad som utgör dotterföretag enligt definitionen i 1 kap. 4 § 
årsredovisningslagen,  

4. 4. koncern: vad som utgör koncern enligt definitionen i 1 kap. 4 § 
årsredovisningslagen,  

5. 5. koncernföretag: vad som utgör koncernföretag enligt definitionen i 1 kap. 4 § 
årsredovisningslagen,  

6. 6. företagsledning: den eller de som svarar för företagets organisation och 
förvaltningen av företagets angelägenheter samt den eller de som har hand om 
den löpande förvaltningen.  

2§  
Lagen är tillämplig på företag som enligt 6 kap. 1 § bokföringslagen (1999:1078) är 
skyldiga att avsluta bokföringen med en årsredovisning, dock inte företag för vilka regler 
om revision finns i någon annan lag. 
 
 
 
 



Appendix 5. 
 
The Law of Audit 

 

Bokföringslag 
SFS-nummer 1999:1078 

Departement/myndighet Justitiedepartementet L1 
Utfärdad 1999-12-02 

Ändring införd t.o.m. SFS 2006:874 
 

1§  
/Upphör att gälla U:2007-01-01/ Företag som tillhör någon eller några av följande 
kategorier skall för varje räkenskapsår avsluta bokföringen med en årsredovisning och 
offentliggöra den enligt 2 §: 

1. aktiebolag,  
2. ekonomiska föreningar,  
3. handelsbolag i vilka en eller flera juridiska personer är delägare,  
4. företag som omfattas av lagen (1995:1559) om årsredovisning i kreditinstitut och 
värdepappersbolag eller lagen (1995:1560) om årsredovisning i försäkringsföretag,  
5. stiftelser som är bokföringsskyldiga enligt denna lag, dock inte stiftelser som får 
använda sina tillgångar uteslutande till förmån för medlemmar av en viss eller vissa 
släkter och som är bokföringsskyldiga endast på grund av 2 kap. 3 § första stycket,  
6. bokslutsföretag i vilka  

a) antalet anställda i verksamheten under de senaste två räkenskapsåren i medeltal har 
uppgått till mer än tio, eller 
b) nettovärdet av tillgångarna i verksamheten enligt en balansräkning för räkenskapsåret 
uppgår till mer än 24 miljoner kronor, 

7. företag som är moderföretag i en koncern om  
a) antalet anställda hos koncernföretagen under de senaste två räkenskapsåren i 
medeltal har uppgått till mer än tio, eller 
b) nettovärdet av koncernföretagens tillgångar, enligt balansräkningarna för 
koncernföretagens senaste räkenskapsår, på moderföretagets balansdag uppgår till mer 
än 24 miljoner kronor. 
 

 
   
 
 
 


