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Abstract 
  

Problem background and problematization: Since the law amendment regarding the 

statutory audit back in 2010, small companies have given the opportunity to opt-out 

auditing. The benefits of auditing have been studied and debated before, but there is a 

lack of knowledge regarding the internal benefits for the company. Especially if there is 

regional difference in perceived benefit provided by the audit. 

 

Research question: Does private limited companies from different regions, which may 

be affected by a future change in legislation regarding auditing, perceive the benefits of 

auditing differently? 

 

Purpose: The focus is to determine whether there is any significant difference between 

the companies perceived internal benefit of auditing from different Swedish 

municipalities. This knowledge would contribute to a better understanding of how, and 

if, changes should be made to improve the audit profession and the contribution it has 

on the business environment. A sub purpose is to see if the companies perceive a benefit 

of auditing at all, and if they believe it to exceed the cost of auditing. Another interest 

aspect is to examine if a company would still have an audit, even if it is voluntary, when 

they consider the benefit of auditing to exceed the cost. 

 

Methodology: A quantitative study with a deductive approach is chosen to perform this 

study. The practical procedure to apply this is through a questionnaire in which 

companies, which can be affected by a future law amendment regarding the audit 

requirements, is investigated.  

 

Theory: The study is based on the agency theory. It describes the main reason and the 

overall benefit of auditing. Previous studies in the same subject are also the basis for 

this research. The population consists of over 26 000 companies of which 1000 of these 

are asked to answer the questionnaire. Data from 139 companies was received. Seven 

internal benefits have been defined through previous studies.  

 

Analysis & Conclusion: The result from the questionnaire is unreliable. The data is 

analyzed with three statistical methods, Chi-Square, ANOVA and a Regression 

Analyze. Of the seven internal benefits, only one could reveal a regional difference. The 

analysis of the study concludes that it is still unclear if private limited companies from 

different regions, which may be affected by a future change in legislation regarding 

auditing, perceive the benefits of auditing differently. 
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1. Introduction 
 

 

The introductory chapter will start with a brief history of auditing and then continue with 

auditing today. After this audit legislation in Sweden and the EU, the basic need for 

auditing will be presented. The problematization will be discussed and from there a 

research question will be developed. After that the purpose of the study will be explained 

and the chapter will end with the delimitations of the study. 

 

 

1.1 Problem background  
 

1.1.1 Audit history 

Studies has shown that some form of auditing was utilized as early as 500 B.C., long 

before any laws was conducted that required companies to acquire this service (Eilifsen 

et al., 2014, p. 5). At that time, auditors mainly worked for the government and also acted 

as tax collectors (Knechel, 2001, p. 9). Auditing provides insurance for the stakeholders 

that the financial reports and the overall accountability for the company is truthful. Since 

the Industrial Revolution the demand of the assurance provided by auditors has been more 

evident (Eilifsen et al., 2014, p. 5). The Industrial Revolution resulted in many strong 

economic forces. Specific individuals and families started to gain a large wealth that often 

was scattered all over the world, making it impossible for the owner to have control over 

the company by themselves. Understandably, this meant that there was a demand for a 

service to maintain and utilize their resources that they could not do by their own. The 

audit profession adapted to this need and auditing did evolve to a verification and 

existence service (Knechel, 2001, p. 9).  

 

The first existence of the modern profession of auditing was first developed in Scotland 

and soon after in England back in 19th century. The first sign of an audit 

professionalization in Sweden started when the Svenska Revisorsamfundet1 was formed 

in 1899 (Johansson et al., 2005, p. 24). The demand for auditing was at first derived from 

the government that tried to find a solution to remedy the large number of embezzlement 

that continued to grow since the beginning of the Industrial Revolution (Johansson et al., 

2005, p. 25). The audit profession was at first often combined with legal occupation, such 

as lawyers or judges. An early study back in 1930 found that only 11 percent of the 2180 

limited liability companies surveyed in Sweden had certified public accountants 

(Johansson et al., 2005, p. 24).  As the wealth continued to increase, companies started to 

outgrow the capital capacity of the families and individuals who manage them. Larger 

corporations were formed and the role of auditing shifted from an asset handler to be 

more of a profitability control. The focus for the profession was now on the results of 

accrual accounting as outside interest started to influence the companies. Their main duty 

was not to control the assets anymore, but instead to ensure that the companies generate 

an expected profit for the stakeholders (Knechel, 2001, p. 10).    

 

The number of authorized accountants did not increase until the scam regarding Ivar 

Kreuger and his company Kreuger & Toll AB. Shortly after this turbulent time it was 

                                                 
1 The Swedish Auditor Association  
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realized that a radical change concerning the audit profession and its component functions 

had to be done. The legitimacy of the authorized auditors was strongly criticized for the 

lack of integrity. It was a necessity to maintain the credibility that remained. The focus 

was to prevent such an incident to ever again repeat itself (Johansson et al., 2005, p. 3). 

As the economy grew more complex, the audit profession had to adopt once again. This 

time the auditing and accounting shifted toward the focus of risk awareness and control 

instead of profitability. The future risks that an entity might face and their ability to 

overcome these obstacles are of a bigger interest than staring blindly at the profitability 

of the company (Knechel, 2001, p. 10).  

 

1.1.2 Auditing 

For the last decade, the principal service an auditor provides is to offer an impartial 

opinion about company's financial statement (Knechel, 2001, p. 24). The central role of 

an auditor is to control and confirm the financial report conducted by the management. If 

an audit can verify the financial information presented by the manager, the information 

risk is reduced and the credibility improved. The reduction of the information risk benefits 

both the manager and the stakeholder. Auditing plays a valuable role in the principal-

agent relationship and acts as a monitoring function to both ensure and add integrity to 

the information provided by the management (Eilifsen et al., 2014, p. 6). Information is 

critical in the decision-making process and without the relevance and reliability of the 

information presented it will be impossible to make a sound decision. The relevance and 

reliability depends on the source and the ability it has to verify the accuracy (Knechel, 

2001, pp. 1-2).   

 

Auditing is a form of an assurance engagement between the company and the accounting 

firm with a strong focus on information. An auditor has the objective to control the 

accuracy of the information presented by the management of a company. Most of the time 

the auditor is involved in the preparation of the financial statement, but is not authorized 

nor responsible for the content. This is the management's obligation to account for all 

aspects of the company in the financial statement (Knechel, 2001, pp. 42-43). 

 

Eilifsen et al. (2014, p. 12) define the general definition of auditing as following:  

 

“Auditing is as systematic process of objectively obtaining and evaluating evidence 

regarding assertions about economic actions and events to ascertain the degree of 

correspondence between those assertions and established criteria and communicating 

the result to interested users.” 

 

1.1.3 The Demand for Auditing 

There is more often than not that owners today hires external parties as a managing 

instrument in their firm. Earlier, around the eighteenth and early nineteenth century, most 

companies were smaller and therefore often owned and managed by those who 

established the business. A company where the ownership and managing function where 

govern by the same group has it pros and cons. The most obvious disadvantage with this 

corporate structure is the lack of accountability for external stakeholders. The self-interest 

can have a negative impact on the company and with no independent observation the 

owners will have many incentives to manipulate the accounting or other financial 

instruments for their own benefit. As companies grew it was no longer feasible for owners 
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to also manage their corporation, and the need grew too divide the owner and the 

managing function (Eilifsen et al., 2014, pp. 5-6).  

 

The owners hire agents to run the corporation on a day-to-day basis. This give rise for 

another problem. As the manager and the owner are no longer the same individual their 

different self-interest could conflict. The manager's primary function is to act as an 

extension from the manager, and therefore always strive to maximize the absent owners 

value. Due to the information asymmetry, incentives arise for the agent to prioritize their 

own self-interest. To ensure that the agent and principals future goal with the corporation 

coincide, the reporting of the financial information to the owners should be in according 

to the accounting principles. This is where the demand for auditing arise (Eilifsen et al., 

2014, pp. 5-6).  

 

1.1.4 Legislation  
The main rule for limited liability companies are formulated so that all firms must have 

an auditor. In November 2010, the Swedish legislation regarding auditing of small 

companies was changed. Private limited companies are given the opportunity to choose 

whether they want to have an audit or not. When the Aktiebolagslagen2 was revised, 250 

000 Swedish companies where affected.  The exemption applies to small businesses that 

are within the limits of three different criteria’s, namely their turnover, total assets, and 

number of employees. The limits will be explained further in the next part, 1.1.5. If a 

company desires to exclude the external audit it is required that the annual stockholders 

meeting for the given company need to make a decision for this to take effect. This is to 

ensure an active stand on the issue (Justitiedepartementet, 2010).  

 

Auditing in Sweden is regulated by Revisionslagen3 (SFS 1999:1079) which is a part of 

the Swedish body of law. Revisionslagen enact that it is the auditor's work to audit the 

company's financial statement and examine the management of the company. It shall do 

so by sound auditing procedure. Revisorlagen4 (SFS 2001:883) regulates the education 

and demands of the auditors. Provisions concerning auditing can be found in a number of 

laws in the Swedish legislation. One of these is chapter nine within the Aktiebolagslagen 

(SFS 2005:551). The audit was for the first time included in the Swedish legislation in 

the 1895 law on limited liability companies. This law implied that all limited liability 

companies now were imposed to appoint a suitable person to review their accounts. It 

was not until 1988 it also included the requirement for auditing, and from that date it has 

continued to develop and be refined to become more extensive and precise. 

 

1.1.5 2010 Legislative amendment 

A legislative amendment came into effect November 1, 2010. In the government bill 

2009/10:204 the committee suggested that small private firms should be empowered with 

governance regarding their approach to compile and present their annual report. This 

proposal also had an impact on other company forms as well, such as general partnerships. 

The proposal aims to relieve small private companies from the statutory requirement, and 

allow them to decide for themselves which external services they need for their 

organization. To compensate for the lack of external control that might become a reality 

                                                 
2 Companies Act 
3 The Law of Auditing 
4 The Law of Auditors 
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the committee also suggest that Skatteverket5 will have the opportunity to demand certain 

documents during a fiscal year to control that the company behave within the legal 

framework (Civilutskottet, Report 2009/10: CU28). 

 

The new legislation giving small companies an option to opt-out auditing has some 

limitations. Only the smallest companies are able to make this choice. The upper limits 

were set at: 

 

● Net turnover of 3 MSEK 

● Balance sheet total of 1,5 MSEK 

● Average of 3 employees during a fiscal year 

 

The rules were set so that two out of three conditions must be kept in order to have the 

possibility to opt-out auditing (SFS 2005:551).  

 

1.1.6 Differences to the European Union, EU. 
The EU Fourth Council Directive of voluntary auditing differs from the Swedish 

legislation from 2010. The upper limits are set in the eleventh article which allows 

companies with the three following criteria to be released from their auditing 

responsibilities. 

 

● Net turnover of 2 000 000 European Unit of Account (EUA),  

● Balance Sheet total of 1 000 000 EUA 

● An average number of  50 employees during a fiscal year 

 

 Two of the three conditions must be met for a company in order to be excluded 

(78/660/EEC). 

 

 According to SOU 2008:32 the EUA can be translated to: 

● Net turnover of 83 MSEK (8,8M Euro) 

● Balance sheet total of 41,5 MSEK (4,4M Euro)  

 

It can also be see that Sweden, and the rest of the Scandinavian countries, have much 

lower requirements than most other European nations. Among the nations that already 

have adopted the highest limits to their legislation regarding auditing is Great Britain, 

Netherlands, and Luxemburg. Other nations are also close to the maximum limit, while 

Sweden and the fellow Scandinavian countries are among the EU nations with the lowest 

limits (Ryberg, 2011, p. 6; Thorell & Norberg 2005, pp. 11-12).  

 

1.2 Problematization 
Regional variations and auditing is a combination on which there has been very little 

research. Neither is there much research on what smaller firms think as the most important 

benefit of auditing. Francis (2011) suggest that there are research opportunities that would 

further explain and deepen the understanding regarding the judgement and the overall 

decision making process for companies and the need for auditing. This could be beneficial 

for accounting firms to further improve their service quality, but also for other 

practitioners and regulators. There is a lack of research within the auditing field of 

                                                 
5 Swedish Tax Association 



5 

 

knowledge.  According to Power (2003, p. 1) “While a great deal is now understood about 

the actual functioning of budgeting and control systems, standard costing, ABC and other 

aspects of the management accounting field, very little is known about auditing in 

practical, as opposed to experimental, settings”. This goes in line with our beliefs that 

auditing need to be further scrutinized to be able to better understand the basics of 

auditing. In the book “The Audit Society: Rituals of Verification”, Power (1999) also 

concludes with a powerful plea that the effects of auditing should be subject to empirical 

study and evaluation.  

 

Svanström (2008) made a study where he partly investigated companies in different 

regions wish to keep an auditor even if it became voluntary. According to his study of 

three different regions he found out that Småland would be the region where most 

companies would keep using an auditor, more than Stockholm and Norrland. The same 

study also investigates the internal benefits of using an auditor in three different regions. 

In a report from NUTEK (2000) investigates external auditing services and consulting in 

three different regions. One of the findings in the article was that Stockholm seems to use 

more auditing services but companies from Västernorrland uses consulting services more. 

We can also see that among companies founded after 2010 there are only about 25% that 

chose to use auditing. For companies founded before the law change this number was 

53,5% (Brännström, 2014). We can also see that the percentage of companies that opt-

out auditing differs a lot between different counties (Fälldin, 2013). 57% of the companies 

in Västernorrland did not have an auditor, while 49 % of the companies in Dalarna and 

Uppsala also chose to opt-out auditing. The counties where auditing is most used is 

Jönköping were only 35% is without and auditor and Norrbotten where 38% does not use 

an auditor. In the big city regions of Stockholm and Skåne 44 % decides to opt-out 

auditing (Sigbladh, 2013). These reports are among the few where auditing and region 

variances actually cross path in Sweden. From these reports we can clearly see that there 

are signs that there are regional variation in how companies think concerning auditing.  

 

Svanström & Boter (2012) describes the important role the auditors play when consulting 

firms, particularly significant for smaller firm that often does not possess the sufficient 

knowledge nor the assets to perform their internal control themselves. Auditor 

independence has a great impact on the overall quality of the audit. The risk for an auditor 

to be bias is greater when doing an audit for smaller company. The findings from the 

research imply that not all non-audit services that an auditor provides has an impact on 

the independence and ultimately the audit quality. The trend has been to restrict the non-

audit services to increase the auditor independence. The study however contribute that 

restriction of non-audit services might have a negative effect on audit quality. The 

possible spillover effect from the knowledge an auditor have may be increased with the 

non-audit services.  

 

There has not been much previous research on the subject of the actual internal benefits 

of auditing for the company. The research done point out some benefits and advantages 

of using auditing. Many of them point out the external benefits instead of the internal. For 

example has research found that auditing leads to higher credit ratings (Lennox & 

Pittman, 2011). It is also suggested that it adds credibility for the financial statement, 

among other things (Oliverio & Newman, 2005, p. 4). 

 

Svanström (2008) lists different advantages in his dissertation. He states that it gives value 

to external owners, that it give internal benefits, and he also claims that auditing is of use 
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to the society where the main stakeholder is The Swedish Tax Agency. Advantages are 

often focused on the external advantages towards other stakeholders than on the internal 

for the company itself. The only research actively focus on the internal benefits in Sweden 

that we know of, is Svanström (2008) and the only research looking for regional variations 

in an auditing perspective is Svanström & Boter (2012).   

 

Even though the Swedish legislation limit is far from the highest of the EU directive, it 

has been some signs that it might change. Before the Swedish election in 2014 the former 

Minister of Enterprise and Energy, and leader of Swedish political party Centerpartiet, 

Annie Lööf, proposed that Sweden should abolish the auditing requirements for 

companies with up to 50 employees (Centerpartiet, 2014). The CEO for Frivision AB also 

point out that it is likely that the limits will be increased further (Ryberg, 2011, p. 14). 

Also the secretary general of FAR, the Swedish trade association for accountants, Dan 

Brännström has comment this aspect of the regulation and states that auditing profession 

should be governed by the demand (Lennartsson, 2012).   

 

Many research topics on how to better understand the importance of auditing is often 

overlooked, and new knowledge does not seem to have a big impact on the practice and 

regulation. There is an inherent inertia within the practice to change the customary 

approach due to the general negative view on a more extensive workload (Francis, 2011). 

There is an interest and information gap between researchers, auditors, and regulators 

which largely is due to the above mentioned factors. This can be only be met if more 

research is done. A better cooperation between researchers and practitioners can be an 

alternative to overcome this barrier (Francis, 2011). There are many advantages of 

auditing but there are still many micro companies that decide to opt-out audition if given 

the choice. Also the lack of regional research and the lack of knowledge on what 

companies see as their main internal benefit of auditing is present. The previous evidence 

shows that the use of auditing and its services differs from different regions and that 

companies believes that there are many benefits of auditing.  

 

Due to this, there is of great interest to investigate this further. To study how different 

regions vary concerning their view on voluntary auditing. This study will also investigate 

if the perceived advantages of auditing differ depending on where the companies operate. 

This could be very helpful for auditing firms to improve their quality of their services and 

also broaden their understanding of their customers. With the information provided a clear 

knowledge gap has been presented, and the lack of understanding regarding the 

company's view on their benefit from the audit profession have boiled down to our 

research question:  

 

1.3 Research question 
Does private limited companies from different regions, which may be affected by a future 

change in legislation regarding auditing, perceive the benefits of auditing differently? 

 

1.4 Purpose 
The objective of this paper is to investigate how companies perceive the benefit of 

auditing and if there is a difference related to where the companies operate. A sub purpose 

to our research question is to see if the companies perceive a benefit of auditing at all, 

and if they believe it to exceed the cost of auditing. Another interest aspect is to examine 
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if a company would still have an audit, even if it is voluntary, when they consider the 

benefit of auditing to exceed the cost. 

 

The impact that different regions have on the firm's view on auditing is a subject where 

there is a lack of research. Due to this there is of great interest to investigate this as a 

degree project which hopefully will increase the theoretical knowledge about the subject 

at hand. The study could also create a reason to study the phenomenon from a different 

approach. An example would be, if the study indicates a regional difference, to examine 

why there is a difference in attitude regarding auditing in different regions of Sweden.  

Also very few studies have been done regarding the demand for voluntary audit (Carey 

et al. 2000. p. 38) our study will make an addition to the previous ones as we will research 

if companies see a benefit with auditing we could potentially add more knowledge to the 

discussion.  

 

The practical contribution of this paper may also help auditing firms precise their range 

of services in different regions, to obtain a deeper understanding of the difference in 

demand of an audit in different geographical areas. As the understanding increase the 

audit companies can more easily improve the services and/or work hard to make sure the 

different companies understand what benefits  could be obtained through an annual audit.  

As mentioned before in the introduction the limits of today's voluntary audit might be 

increased further in a relatively near future. Hence, this degree project can also be used 

as a decision basis for the government when they evaluate to release the voluntary audit 

requirements further. The degree project final result can also be of use for companies 

within and under our size limitations. The affected companies can use the knowledge 

presented in the paper in order to evaluate their actual view and value of the audit.  

 

In conclusion, we want to investigate the demand for auditing and as a result contribute 

arguments for if the service provided by auditors exceeds the cost related to what they 

provide. This is interesting because as of today, the private limited companies that we 

want to investigate are govern by law to use their service. Due to this, their actual demand 

is not a central interest for the audit firm. Instead their only concern is to provide a better 

service than their competitors. If auditing becomes voluntary the importance of the 

services needs to be proven in order to keep organizations from opting-out the audit. In 

order to do so the audit firms need scientific support that what they offer actually will 

provide a benefit for the companies and our thesis will help to provide that. 

 

1.5 Delimitations of the study 
The study will only include Swedish private limited companies that could be affected by 

a future legislative amendment. Companies that already have the opportunity to opt-out 

auditing, and companies that is above the maximum limit for voluntary audit set by the 

European Union, are not of interest. The population which will be examined will only 

consist of private limited companies within a certain range given three set of variables. 

The variables are number of employees, turnover, and finally total assets. The reason to 

only use private limited liability companies is because limited liability companies 

connected to a stock market is forced to always have an auditor and are therefore not 

affected by a possible future change in legislation 

 

These delimitations are selected to create an understanding of what the study intends to 

examine, which is the company's opinions and their perceived internal benefit regarding 
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auditing. It would be of no use to investigate companies that already have the rights to 

choose for themselves whether or not to hire an audit firm. Their opinion would not entail 

any significance regarding a possible future law amendment and would not portray the 

corporate view of interest on the statutory requirement. The reason for not including 

enterprises above the European threshold is that these companies, in the current situation, 

cannot be affected by a change in the law. No member country of the European Union 

can set an upper limit above the common law regarding audit requirement. Hence, the 

companies above the limit will always remain governed to have an audit.  

 

Furthermore, it is only the perceived internal benefit for the company that is of interest. 

What other stakeholder can benefit from an audit will not be accounted for. Thus, the 

benefit lenders, suppliers, customers, or society as a whole can experience is of no interest 

in this study and is therefore not addressed. 
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2. Methodology 
 

 

The following chapter will discuss the methodological choices of the study. It will start 

by discussing the ontological and epistemological view of research and continue with the 

research approach and what perspective the paper will use when conducting the 

research. It will end with a discussion about the choices in literature that were made 

during the study.  

 

 

2.1 Ontology 
Ontology is a philosophical standpoint which states the question how the author view 

reality. Ontology tries to explain if reality should be seen as social entity, that is objective 

from the social actors, or if the reality is affected by social actors (Bryman & Bell, 2011, 

p. 20).  

 

According to Bryman & Bell (2011) and Bryman (2011) there are two main ontological 

standpoints, objectivism and constructivism, were Sounders et al. (2009) point out 

objectivism and subjectivism as the two ontological standpoints available. Both of the 

previous mentioned author’s state objectivism as one if the standpoints.   

 

The objectivistic standpoints state that social phenomenon and their consequences is 

independent from the social actors. Their existence is nothing that can be affected and is 

an absolute truth that can’t be questioned (Arbnor & Bjerke, 1994, p. 80; Bryman, 2011, 

p. 36). Saunders et al. (2009, p. 110) explains objectivism as “the position that social 

entities exist in reality external to social actors”.   

 

On the other hand, subjectivism states that the social actor’s perceptions and actions 

creates and affect the social phenomena (Arbnor & Bjerke, 1994, p. 44; Saunders et al., 

2009, p. 111). The definition of subjectivism by Saunders et al. (2009) and constructivism 

by Bryman and Bell (2011) are very similar. Bryman & Bell (2011, p. 22) explains 

constructivism as “social phenomena and their meanings are continually accomplished 

by social actors”. Further they are not only produced through social interaction but 

according to constructivism it is constantly revised (Bryman & Bell, 2011, p. 22) just as 

subjectivism (Saunders et al., 2009, p. 110).  

 

This report will take an objectivistic standpoint. It is of interest to investigate what 

benefits different companies perceive most important, and also how their regional 

difference may influence their opinion. Because of this, a subjective ontological 

standpoint would not be beneficial. The possible outcome of the study would not yield an 

understanding for the regional difference on perceived internal benefit of auditing when 

it is seen as a social phenomenon which always is revised. The conclusion would not be 

generalizable for a population, and therefore does not meet the purpose which is defined 

for this study. For this reason this study will be of an objective nature. If their actually 

does exist a regional difference in this regard, it should be apparent and true for our 

research as well, and nothing that should be affected by other factors. Therefore is the 

objectivism the most fitting ontological standpoint. 
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2.2 Epistemology 
According to Bryman (2011, p. 29) epistemology defines what should be considered as 

acceptable knowledge within a field of study. One of these is positivism. Positivism is an 

epistemological theory that goes in line with natural sciences (Arbor & Bjerke, 1994, p. 

112; Saunders et al. 2009 p. 13). Positivism uses natural science methods in when 

studying the social reality. The positivistic view is somewhat controversial as it 

differentiate itself between different scientists and authors. In the end, positivism 

describes that only phenomena that can be confirmed by your own senses is acceptable 

knowledge. A positivistic view also needs to be completely objective (Bryman, 2011, p. 

30; Thurén, 2007, p. 16). Another important positivistic trait is that when accepting a 

positivistic view the researcher formulates hypotheses that they then test empirically in 

order to reject or confirm (Patel & Davidson, 2003, p. 27).  

 

Another main view is realism. It is described by Saunders as “The essence of realism is 

that what the senses show us as reality is the truth: that objects have an existence 

independent of the human mind” (Saunders et al., 2009, p. 114).  It is also based on natural 

science. Both positivism and realism are very similar in their research approaches. 

Realism also agrees that there is an external reality that needs to be examined. There are 

two views on realism, empirical realism and critical realism. Empirical realism is the more 

common of the two and is very straightforward in its view of acceptable knowledge. 

Namely, it is assumed that there is a correlation between the reality and the variables that 

describe the reality. Critical realism however differs against empirical realism and accept 

explanations of the reality that may consist of theoretical variables that have not been 

observed. The motivation for this is primarily explained with even if it has not been 

possible to observe these theoretical variables, the effect caused by them is observable 

(Bryman, 2011, p. 31). 

 

A view based on social science is interpretivism. This view is often seen as the opposite 

of the positivistic view (Bryman & Bell, 2011, p. 16). In general it can be said that the 

interpretivism makes a difference between doing research between people and objects. It 

is also about the importance for the authors to understand that there are differences 

between human beings in their roles as social actors (Saunders et al., 2009, p. 116). For 

this reason the interpretivism philosophy consider a study that examines social 

phenomena to require a different approach toward the subject of interest than how a 

natural scientific counterpart would do (Bryman, 2011, p. 32).  

 

The last basic epistemological view is the hermeneutic view. The hermeneutic view can 

be seen as the theory of interpretation of human actions rather than what forces that 

influences them (Bryman, 2011, p. 32; Patel & Davidson, 2003, p. 29). The difference 

between hermeneutic and a natural scientific approach can be described that the focus of 

the hermeneutic view is to understand the human behavior instead of explaining it 

(Bryman, 2011, p. 32; Thurén, 1995, p. 173).   

 

As the study have the intention to examine if companies perceive any benefits of auditing, 

it is not the human action nor should our own interpretation interact with the findings as 

the interpretivism or the hermeneutic view would implicate. If one of these views are 

adopted for this, the research question and purpose of the study would have to be altered. 

For example, if the study aimed to have an interpretivist view on knowledge, the research 

question would focus on the respondent's subjective feeling about the benefits of 

auditing.  As these two approaches perceive reality as subjective, the understanding 
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should derive from the social actors. What the study aims to achieve is an understanding 

regarding the actual and general benefit of auditing. It is not the individual that is in focus, 

instead it is to describe what may influence their opinion, namely their regional difference 

towards other companies. For this reason, the alternative epistemological approaches this 

study can embrace is either positivism or realism. These two are, as earlier described, 

quite similar. There is an external reality, benefit of auditing that needs to be examined. 

This means that both positivism and an empirical realism should be considered 

applicable.  

 

This study will have a positivistic view of what is seen as acceptable knowledge. As 

positivism see knowledge confirmed by the senses as the only acceptable knowledge 

(Bryman & Bell, 2011, p. 15), and this paper want to see if private limited companies 

from different regions perceive the benefits of auditing differently. Thus, a quantitative 

approach is conducted to investigate the subject through a questionnaire, a philosophical 

position that involves a natural science method is therefore the most suitable alternative. 

Hence, a positivistic view will be taken for this study.   

 

2.3 Research approach      
There are two main ways to approach a research project. It is either by using a deductive 

or an inductive approach. The two ways describe alternative ways how an author can 

relate theory and empiricism (Patel & Davidson, 2003, p. 23). A simplified way of 

describing a deductive approach is to say that you first use a theory and then make the 

research and observe a result, while an inductive approach is the opposite. You first make 

your observations and then complete with a theory based on the observation (Abnor & 

Bjerke, 1994, p. 108; Bryman, 2011, p. 18). The deductive theory uses current and 

accepted theories and from them creates hypotheses, which are then tested empirically. It 

is generally thought that the work get more objective when using a deductive approach 

(Pate & Davidson, 2003, p. 23). This paper will have a theoretical base, primarily 

previous research, from which a survey will be conducted. Hence it will be a deductive 

approach (Saunders et al., 2009, p. 41; Thurén, 2007, p. 28). 

  

The study will be based on previous research within the same line of study, namely 

internal advantages of auditing. A well embraced theory that describes why auditing is a 

necessity, will also be used as a foundation for the study. It is the theory basis that can be 

used to generalize our findings to the rest of the private limited companies in Sweden 

within the range of interest. The main goal with an inductive approach is to build theory, 

and it is often used to collect qualitative data and has less need to generalize the result 

(Abnor & Bjerke, 1994, p. 108; Saunders et al., 2009, p. 127). For this reasons the 

inductive approach will not be appropriate for this research. The inductive theory does 

not use a base of previously accepted theory, instead it use the information gathered 

during the research to formulate a theory of its own. The drawback of an inductive 

approach is that it is hard to know about the theories reach and generalizability due to the 

fact that it’s often based on a specific situation, a certain time, or a certain group of people 

(Patel & Davidson, 2003, p. 24). 

  

A third option some researcher brings up in the literature is the abductive approach (Patel 

& Davidson, 2003, p. 23). The abductive approach can best be described as a combination 

between the two previously mentioned approaches. The first part of the abductive 

approach is a more inductive way due to the fact that the author creates a proposal to a 
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theoretical hypothesis. The next step in an abductive approach is to test the before 

proposed hypothesis which is more of a deductive approach. After this the research might 

want to collect further data to establish a condition where the theory will or will not hold. 

The main benefit of an abductive approach is that it will give you the benefits of both the 

deductive and inductive approach (Patel & Davidson, 2003, p. 24). Bryman & Bell (2008, 

p. 13) use the name iterative as a third alternative. In short iterative approach is when the 

author is weaving back and forth between the data and theory. The iterative and abductive 

approaches are very similarly described by the authors, and they are most likely 

describing the same alternative approach.  

 

As mentioned this study will have a deductive approach. The purpose with this research 

is to find out of there is any differences in how companies from different regions think 

about the benefits of auditing, with a quantitative approach. This is accomplished by using 

existing theory and earlier research regarding the subject as a basis and from it create 

appropriate hypotheses, this goes well in line with the epistemological view chosen for 

this study. These hypotheses are then empirically examined to statistically guarantee their 

significance. This justifies the choice to use a deductive approach for this study. An 

inductive approach could have been justifiable if the purpose of the study had been to 

create a theory concerning our future findings. The abductive theory could have been an 

alternative but was rejected due to the obvious benefits of a strict deductive approach 

 

2.4 Perspective   
There are two main research perspectives, qualitative and quantitative. The two research 

paradigms explain the ways to generalize, process, and analyze the information gathered 

(Patel & Davidson, 2003, p. 14). In short quantitative research can be described as 

research that uses numerical data to explain phenomena through statistics. (Bryman & 

Bell, 2011, p. 150; Yilmaz, 2013, p. 311). Backman (2011, p. 33) discloses that 

experiment, tests, surveys etc. are kind of quantitative methods that can be used in a 

research paper. Quantitative research usually uses the ways of natural sciences such as 

positivism (Bryman, 2011, p. 151). One of the main advantages with quantitative research 

is that it seeks to generalize the population through a random sample (Patel & Davidson, 

2003, p. 110).  

 

On the other hand, a qualitative research is often conducted through interviews rather than 

statistical methods and mathematics (Patel & Davidson, 2003, p. 119; Backman, 2008, p. 

33). Qualitative research is often time consuming due to a large number of data that the 

researchers gather through their interviews. In general it can be said that qualitative 

research is more concerned with words rather than numbers or statistics (Bryman & Bell, 

2011, p. 386; Straus & Corbin, 1998, p. 10).  

 

The research will be based on a questionnaire and analyzed through the use of statistical 

tools, thus the paper will take a quantitative approach. As the purpose is to investigate the 

regional differences in Sweden, a large sample size is preferable to reach to be able to 

generalize the results with each region. Therefore a questionnaire will be used from which 

a statistical analysis will be performed and as this is a typical quantitative way to approach 

a study, a quantitative approach will be the best and most fitting choice for this paper 

(Yilmaz, 2012, p. 313). The objective with the study, and the main interest to examine, is 

what the companies think about auditing, not why the companies think as they do in this 

regard. For this reason, a qualitative research is not the best alternative for us. The 
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quantitative approach is closely linked with a deductive theory of research where the 

qualitative research is often more connected with inductive theory of research (Backman, 

2011, p. 54: Bryman, 2011, p. 40). 

 

2.5 Choices and the search for literature 
In order to obtain material for the research a variety of sources is used. The theoretical 

framework is based on several articles, which is obtained through the internet, but also 

on other literature such as different course literatures. This type of data is called secondary 

data. Secondary data is by Burns & Bush (2010, p. 174) defined as data that has been 

collected by other researchers for other research projects. Our primary databases have 

been Google Scholar, and different databases found through Umeå University Library, 

mainly EBSCO.  

 

When searching for articles and suitable theories the keywords that have been used is: 

audit, regional differences/variation audit, or other appropriate keywords. Peer reviewed 

sources have been used to the highest possible extent. A peer reviewed source is a source 

that has been reviewed by experts within the field of study.  

 

Sources written in both English and Swedish have been used during the work. As both 

authors are bilingual it has been possible to obtain a wider set of sources, making the 

project better and more reliable. This has been necessary since the research is about 

Sweden and different Swedish regions. Most research on the Swedish market is done in 

Swedish.  

 

In addition to this several non-academic sources have also been used, such as industry 

journals and reports, a blog, a web based non-scientific journal, and the Swedish Central 

Bureau of Statistics. This has given us a greater reach and new perspective to look at the 

different problems. They have been of great importance to establish a problem and to get 

different angles to work from. The blog we have used is the blog of Dan Brännström. It 

has been used to get the view from a senior professional with a good insight in the industry 

 

In Chapter 2, methodology, the literature mostly used has been course literature normally 

used at Umeå University. The latest edition of the books have been used to the highest 

extent possible. In order to get the best possible outcome several books has been used. 

These books described certain areas differently, which has been clear in the affected part 

of the chapter. 
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3. Frame of Reference  
 

 

The theoretical chapter of the study will contain an explanation of the Agency Theory, 

and then continue with the Internal Benefits which will be defined based on previous 

research. The chapter will end with a discussion about Regional differences in Sweden 

and then ultimately describe why companies opt-out auditing.   

 

 

3.1 Agency theory 
Agency theory was introduced by Jensen and Meckling in 1976. Agency theory is 

sometimes called the Agent theory. There are two main approaches of the agency theory. 

The positivist agency theory and the principal-agent theory, and the difference between 

the two approaches are mathematical (Eisenhardt, 1989, p. 59). This study will be 

restricted to only be based on the principal-agent theory instead of also include the 

positivist agency theory. The reason for this is simply to reduce confusion, because they 

are almost identical.  

 

According to Donaldson and Davis (1991, p. 50), and in the case of auditing, the owners 

are seen as principles and the managers are seen as the agents. The theory is needed to 

explain the relationship between the principals and agents. It occurs when the principal 

use an agent to maximize his/her wealth and therefore divert power to the said agent. The 

problem is that what the principals see as his gaining might not be what the agent is 

performing, and the agent might make decision that is not maximizing the welfare of the 

principal (Jensen and Meckling, 1976, p. 5). The agent might want to maximize their 

personal gain while running the company. If the agent strives to maximize his/her own 

benefit, without prejudice to others, it can mean a risk of reducing the benefit for the 

principal.   

 

It is often difficult for the principal to limit the agency loss. To reduce the agency cost the 

principal and the agent have to strive for the same goal and to have a common gain. The 

principal has very few possibilities to increase the incentives for the agent to maximize 

the owner’s benefit, at least without investing a portion of their benefit in achieving this. 

This does often include an increased salary for the agent, or to hire a third party e.g. an 

auditor (Donaldson & Davis, 1991, p. 50; Eisenhardt 1989; Jensen & Meckling, 1976, p. 

5). Both options have the ability to motivate the agent to strive for the same goals as the 

principal, and thus promote the owner’s benefit. The latter option is of interest for this 

study, and is therefore described further.  

 

The role of the auditor in the agency theory is to reduce the information asymmetry 

between the two parties. The audit will have the possibility to reduce the incentive 

problems regarding the principal and agent relationship (Watts & Zimmerman, 1983, p. 

613). The auditor's task is to gather evidence and evaluate the fairness of the 

management's financial report, minimize the information asymmetry and ultimately 

benefit the principal.   
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The theory can be seen as the main reason for why auditing is needed. The theory does 

not only involve owners as a principle but can in fact be any of the company's stakeholders 

such as banks, customers, employees etc. In short, anyone with a lack of insight in the 

company can be seen as the principal (Eisenhardt, 1989, p. 60; Collis et al., 2004, p. 7). 

For this study the theory will however only act as the basis for the demand for auditing 

that the owners may have, and how this may have an impact on the company. Other 

stakeholders are not interesting as the research will exclusively measure the internal 

benefit of auditing. 

 

The agency theory is the most central concept in this research as it describes the basic 

need for an audit. It is important in order to get a grasp on why there should be an auditing 

function within the business judiciary and to further understand the different benefits that 

may arise. The natural conflict of interest can impair the company's efficiency and 

ultimately affect the owner’s value. The function of the audit is to reduce the information 

asymmetry and to help create an efficient cooperation between the principal and the agent. 

Hence, this theory is very applicable for this study. This research will try to indicate if 

there are any regional differences between companies regarding their perceived internal 

benefits, and the agency theory describes the obvious function audit have for the 

corporation. 

 

3.2 Previous research 
The previous research done within the research field that is connected to our research 

question will be presented in this part. The articles presented are the most relevant when 

it comes to benefits and regional differences in auditing and are the most important ones 

when presenting the hypothesis development further on.  

3.2.1 Why Do Private Companies Demand Auditing? A Case for Organizational 
Loss of Control 
In his article Abdel-Khalik (1993) propose that business and their owners would use an 

external audit for one or both reason mentioned below: 

1. To compensate for the loss of control induced by organizational 

2. To comply with constraints placed on the organization by creditors. 

(Abdel-Khalik, 1993, pp. 31-32) 

 

The author discuss assurance and divide assurance into Positive Assurance (PA) and 

Negative Assurance (NA). The article uses a definition of Assurance used by Milburn 

(1980, p. 123) “the degree of confidence to detect a specified material level of error". PA 

is provided by auditors connected to the audits itself and NA is connected with the audit 

reviews given to the company (Abdel-Khalik, 1993, p. 32). He argues that the negative 

assurance of a review, “provides a much lower degree of confidence than an audit” 

(Abdel-Khalik, 1993, p. 33) since the review only indicates a limited examination and 

analysis from the auditing company while the audit is done by a legal framework by 

professionals giving it a high level of credibility. The author tells us that organizational 

loss of control can occur for many reasons and that the organizational design is one of 

them. As an organization grows the owner cannot supervise an entire company and must 

delegate the responsibility. If unlucky this can inspire to moral hazard and opportunism 

(Abdel-Khalki, 1993, p. 35). A large organization can make it hard to deliver order from 

top to bottom as the information might get distorted, wrongly interpreted or even 

manipulated. The more layers of hierarchy the more loss of control. Abdel-Khalik (1993, 

pp. 36-37) discuss if the internal control system, such as internal audit, could help to 
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reduce the organization loss of control. However the idea is dismissed as internal control 

systems as the development of them are fairly slow and vary greatly in quality, adequacy 

and sophistication. Also there effectiveness in larger organizations are debated. 

 

The research was made through a sample population of 134 privately owned companies 

where 31 had a review and 103 used an audit through 86 US states. The data collected 

about the companies was their audit fees, total assets, sales revenues, and number of 

employees. (Abdel-Khalik, 1993, p. 42). The information gathering was split into two 

sessions. One where the main information was gathered and the second where additional 

information was gathered three years later in order to examine (1) the effect of lenders' 

external auditor requirements and (2) the extent to which the relationships discussed 

above exhibit stability (Abdel-Khalik, 1993, p. 46). 

 

The conclusion of the article is that auditing reducing hierarchy-induced loss of control 

and moral hazard seems reasonable according to the results and empirical relationship but 

there is no firsthand knowledge of it. Improved control through auditing might not help 

with the personal lacking behind or not perform but might for example help with theft of 

company asset. That is one of the limitations to this study. Another is that it is hard to 

obtain information about the internal control systems of the companies (Abdel-Khalik, 

1993, p. 49). The article gives a clear picture about the organizational loss of control, a 

loss of control Svanström (2008) thinks that the audit can help overcome. Hence, the 

article is of great use to help explain the benefits of auditing for a company.  

 

3.2.2 How Owner-Managers use Accounts  
Collis & Jarvis (2000) article, named “How owner-managers use accounts” and was done 

in the context of a debate about Big GAAP little/GAAP debate. The questionnaire was 

sent out to 2327 companies by post with 385 useable answers, ergo a response rate of 

17%. The sample was selected from companies within the criteria :turnover of up to 

£4.2m; balance sheet total of up to £2.1m; number of employees of up to 50 (Collis & 

Jarvis, 2000, p. 21). They used descriptive data to get a profile of the companies through 

their size, age, region, and industry. Then they used the descriptive data to do their 

analyses trying to answer their six main research questions. An exploratory study method 

was used and besides the postal questionnaire, interviews where help in order to clarify 

some of the main issues (Collis & Jarvis, 2000, p. 20). The degree project will only focus 

the results important to our study and not show the other results. 

 

Most of the approached companies did not see the audit as a burden and 63% would 

continue with the audit if they were exempted from it. Total 29% of the companies, 

particular smaller companies, with an average turnover of £0,8million, would opt-out the 

audit if they were given the chance (Collis & Jarvis, 2000, p. 52). The reason of the 

usefulness is that is shows compliance with the legislation. Also the audit is perceived to 

increase the quality and credibility of the financial information as well as it provide a 

check on the internal books and records. Concerning the financial information most 

companies agree that it is the responsibility of the company and the auditor is not 

responsible when it comes to fraud (Collis & Jarvis, 2000, p. 52).  

 

The article is of importance to this study as it gives a hints of what companies think about 

the audit, both in general and to specific benefits. This is used as a groundwork when 

presenting, discussing and deciding on what benefits to use for the later parts of the degree 

project.  
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3.2.3 The demand for the audit in small companies in the UK 

An article made by Jill Collis, Robin Jarvis, and Len Skerratt also studies the demand for 

auditing in small companies. They wanted to investigate if the size criterion, which is one 

of the variables defining the law requirement of auditing, can capture the benefit of 

auditing for small private limited companies in the UK. This was examined through a set 

of hypotheses, all with their own characteristic to enable the authors to answer their 

research question. There were a big debate in the UK in the 1990s regarding the generally 

accepted accounting principles (GAAP) which has resulted in a number of changes in the 

legislation of auditing for smaller private limited companies. The first amendment was in 

1994 when countries within Europe were given the permission to govern over their own 

national delimitation for the requirement of auditing. This allowed an amendment in the 

legislation which effectively implied that companies with a turnover up to £90 000 and 

with a total asset up to £1 400 000 were not required to be audited. Companies with a 

turnover between £90 000 and £350 000 could also be an exemption from the law 

requirement to have an audit, but were still obliged to have an accountant report. This 

exemption however could not be put into use by the management if at least 10% of their 

shareholders required an audit. This primal threshold for the turnover was raised to £350 

000 in 1997 and later on, in 2000, raised to £1 000 000. These rather restrictive changes 

in the exemption was radically overrun in 2002, when the government announced to apply 

the EC maximum threshold to further relieve the burden on the majority of companies in 

the UK (Collis et al., 2004, p. 87). This meant that the threshold then was, and still is, a 

turnover of £4 800 000, total assets of £2 400 000, and 50 total number of employees. 

 

Collis et al. (2004, p. 88) argues that there has to be a correlation between the sheer size 

of the company and the net benefit of auditing that they might gain. There is an 

assumption that can be made that the government set this legislative threshold were the 

benefits should outweigh the cost. Where this level of threshold should be according to 

those within this profession has actually not yet reach a consensus, however very little 

empirical and statistically significant evidence has been collected (Collis et al., 2004, p. 

89). What they could find through their empirical results and analysis was that the 

majority of the companies would still have an audit, even if it was not required by law. 

This suggest that the companies still think that the benefits of auditing outweigh the cost, 

even if they are under the threshold. This implies that the government intention to relieve 

a cost burden cannot be supported. The main factors they could find that can predict the 

demand for auditing are the perception of the overall benefit, their education level in the 

management, the sheer size of the company, their relationship to the company, and the 

relationship to the bank. They also conclude that companies does not only make an active 

choice, it would also be an informed one (Collis et al., 2004, pp. 96 - 97). 

 

This is a very relevant article to include in a study of the perceived internal benefit of 

auditing. As Collis et al. (2004) suggest, the actual threshold is not an indication of which 

company should have a net benefit of the audit profession, but instead points out that there 

are other factors that predicts the demand. If the law amendment is not a good predictor 

of what companies benefit from auditing, the necessity of it can be questioned. The 

arguments presented in this article is that the exemption is to relieve a burden for 

companies that, for obvious reasons, may have limited resources. But evidently the 

demand is more complicated than that. The law requirement does not take into account 

the whole picture, and can therefore be criticized. It might for this reason be interesting 

to embrace this from their study and question the actual relevance of the law legislation 
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regarding auditing here in Sweden. To investigate if companies will choose to opt out of 

auditing if it would be amended to be voluntary. To niche our study from theirs we will 

also include another variable, the geographical position. This would hopefully result in a 

deeper understanding of the demand for auditing.  

 

The findings of Collis et al. (2004) can be backed up by Niemi et al. (2012) as they 

produced similar test in a Finland showing that the results work in a different regulatory 

setting and can be generalized through Continental Europe. 

 

3.2.4 Value of an External Audit Revisited 

The Value of an External Audit revisited is an article written by Oliverio & Newman 

(2005). It is done on a questionnaire from 2004 which in turn is based on a questionnaire 

and article taken place in 1984 in the US to see what changes has been made in the 

perceived view of the external auditing. A sample of 240 fortune 500 companies where 

chosen to be a part of the survey. There were 56 companies (21,6%) that replied, this can 

be compared with a response rate of 40% in 1984 (Oliverio & Newman, 2005, pp.1-2). 

The most common respondents for the companies was controllers or chief accounting 

officers. 52 of the 56 respondents considered that auditing do bring some sort of value to 

the company (Oliverio & Newman, 2005, p. 3). The questionnaire asked many questions, 

but not all are of importance of this thesis and will be overlooked. 

 

The main finding been that auditing does add value (Oliverio & Newman, 2005, p. 9). 

Also the result concerning the main benefit of auditing was as follow: The main benefit 

seen by the companies was that “We believe that an external audit is required for 

credibility of our financial statements” which 41% of the companies answered. 37,2% 

answered that it imposes discipline on the financial reporting process. For 13.7% of the 

companies an audited financial statement was demanded by their banks. 7.8% answered 

that it encourage adherence to GAAP and 3,9% answered that it resulted in valuable 

recommendations for their operations. Only 1.9% thought that it helped maintain high 

quality among the internal staff (Oliverio & Newman, 2005, p. 4). 

 

The article is of need to our degree project as it clearly highlights some of the benefits 

that can be obtained from the audit. It is of great importance to us that we can get a wide 

range of articles that show the benefits we will confirm in order to make them as viable 

as possible.  

 

3.2.5 Revision & Rådgivning: Efterfrågan, Kvalitet och Oberoende 

A study was conducted by Svanström (2008) to measure the overall demand for auditing 

in small firms in Sweden. Svanström had the intention to gather a comprehensive 

perspective on the relationship between the audit firm and the company (Svanström, 

2008, p. 97). The firms examined would soon be given the opportunity to govern if their 

company would be audited or not. The objective with the study was to pinpoint the factors 

that are associated with a demand for auditing for these firms. The purpose with his study 

was also to gather information regarding the company’s choice about voluntary audit, and 

also investigate the management's attitude to the audit profession. The analysis was based 

on a survey which was sent to 900 SME within Sweden in three different size categories 

and also in three different regions, i.e. 100 companies within each group, from which 421 

responded. These companies was categorized into three different size categories, namely 

micro companies with 1-9 employees, small companies with 10-49 employees, and 
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finally medium sized companies with 50-249 employees. The study do not include firms 

without any employees. This is motivated with the fact that the majority of companies 

without any employees does not have a noteworthy operation and there is a significant 

risk to not get a sufficient amount of answers from them. The most common approach for 

auditing studies is to analyze already available data, such as financial reports. However, 

this approach is not sufficient to measure and analyze the corporate demand for auditing 

(Svanström, 2008, p. 98). Due to this, it is necessary to gather information from other 

sources as well. In this case this is done with a questionnaire. The data collected is then 

weighted to allowing the data to be generalizable (Svanström, 2008, p. 97). This was done 

by dividing the amount of companies within a specific stratum with the total number of 

companies within the population. The survey was the base for the logistic regression, 

which resulted in some interesting outcomes, some that could not be identified in prior 

studies within this field of knowledge. The demand for auditing for small and medium 

sized enterprises is positively associated with the nominal firm size, the use Big-4 audit 

firms, and firms from the county of Småland.  

 

This article will act as a central piece in our frame of reference and basis for our study. 

Svanström (2008) wants to answer a similar question to what we investigate. The 

difference is that the limits for which companies that are of interest, in terms of number 

of employees, turnover, and total assets, will be different.  In addition to this, we will also 

choose to have another approach regarding the geographical perspective to further 

emphasize their regional differences in demand for auditing. When Svanström (2008) 

conducted his article was there a discussion to change the current legislation regarding 

auditing amendment for smaller companies. As it is once again begin to appear signs on 

a plausible change in the legislation, we find it very up to date to examine those that may 

be affected in a similarly manner.  

 

3.2.6 Audit exemption and the demand for voluntary audit: A comparative 
study of the UK and Denmark 
Another study made by Jill Collis (2010) investigates and compare the determinants of 

the demand for voluntary audit between the UK and Denmark. Denmark did not initiate 

their transformation of their law legislation regarding audit requirement until 2006 

whereas the UK introduced it in 1994. Collis hopes to address some deficiencies within 

the research field with this study by addressing the lack of knowledge regarding the 

accounting and auditing needs of the small companies in Europe, and how they might 

differ in different regions (Collis, 2010, p. 2). Both Denmark and the UK are for example 

well established economies were the small companies account for the majority of the 

corporate sector. They do however differ in many other remarks. The UK have almost 

nine times more companies that falls under the category small than Denmark. They also 

differ in their professional and practicing qualification of auditing. In the UK there is only 

one qualification in auditing, and if you want to practice this service you have to be a 

member of the professional body. In Denmark however there is a two level system, where 

auditors with a lower qualification are allowed to audit smaller companies, whereas you 

need the higher level of qualification to audit bigger companies. The auditor is not 

mandatory to be a member of the professional body either (Collis, 2010, p. 6). Both the 

legal system in the UK and in Denmark have however rationalized that the audit 

exemption for smaller companies was to reduce the disproportionality economic burden 

they argues the audit entails, that below a certain company size the net benefit of auditing 

is negative. The author presents that the Trade Secretary states that the average company 

would save £5 000 if they would opt out auditing, whereas the accountant profession 
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states is somewhere between £1 200 – 1500 (Collis, 2010, p .10). Her study addresses 

two research questions. Namely, if there is a sufficient turnover that can act as a proxy 

for the demand of voluntary audit and if there is a significant difference in what 

determines this demand for small private companies in the UK and Denmark (Collis, 

2010, p. 6). The analysis of the study indicates that a large percentage of companies from 

both countries would have a voluntary audit. It also suggest that turnover can predict to 

some extent the demand for auditing, but it is not sufficient when trying to explain when 

companies decides to opt out auditing. The logistic regression conducted implies that 

turnover is the main factor, with a slight difference in the combination with other factors 

in each country. Both the companies in the UK and in Denmark do not consider the 

monetary cost significant to overweight the benefits provided by the service (Collis, 2010, 

pp. 22 - 23).  

 

This article has some parables with what we want to achieve with our study. The 

difference is that our purpose is to examine regional difference regarding the perceived 

internal benefit of auditing on a domestic level, in this case in Sweden. This has some 

implications that prevents us from adopting some of her approaches to investigate this 

occurrence. There are for example no legal differences between the regions we want to 

study in the same way as it differs between the UK and Denmark. Her choice to use 

Gray’s seminal article to divide and classify national systems into different categories is 

interesting. This could have been an alternative to Svanström’s (2008) classification when 

trying to divide Sweden into different regions that later can be compared.  We believe, 

however, that this approach is not applicable for our study. Mainly because this 

classification definition is based on a national level, and would most likely result in all 

regions in Sweden to be defined the same. We are therefore still without a satisfactory 

definition to divide Sweden into different regions based on something that has any 

association with demand for auditing. 

 

3.2.7 Regional Variations in the SME-Audit Firm Relationship  
The paper Regional Variation in the SME-Audit Firm Relationship was written by Tobias 

Svanström and Håkan Boter, were they wanted to investigate if there is a regional 

difference in the relationship between the audit firms and the small and medium sized 

enterprises in Sweden. More specifically to measure the difference between rural and 

urban regions. As they describe it, different regions within Sweden will be exposed to 

different factors that may have an impact on the domestic business attitude and how the 

individual firm survive and develop (Svanström & Boter, 2012, p. 345). Furthermore, 

expect their main purpose, they also wanted to investigate and broaden the knowledge 

regarding the firm's perceived service quality and if it differed between regions. Another 

objective with their study was to see if there is any variation between firms from different 

regions and their demand for non-audit services that the auditors provide. The actual 

empirical data is the same as Svanström previously gathered for his study made in 2008. 

Three different counties of Sweden was chosen to be the subject of the study, namely 

Småland, Norrland, and Stockholm. Three regions of Sweden with different 

characteristics. Småland, described as a tight rural region, has a strong business 

orientation with a lot of different companies, both family owned and local clusters. Firms 

within these types of regions does often have access to support agencies and is defined 

with a social interaction between parties that stands as a basis for the existence for a 

trusting and nurturing environment (Svanström & Boter. 2012, p. 343). This environment 

does strengthen the relationship between companies within the region, but this is also true 

for firms and their auditors. In contrast to Småland as a tight rural region is the second 
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region, Stockholm, more of a large urban region. This region is characterized with the 

ability to attract many investors and an exuberant private business community which also 

has resulted in that also other national government administrations and authorities has 

located them in this region. This implies that these regions has a strong diversity and an 

even stronger internal competition. This competition makes the focus shift and makes the 

actual relationship between the audit firm and the company less relevant. The extensive 

supply means that companies can switch audit firms whenever they feel like it. This 

makes it difficult for audit firms to retain their customer portfolio and consequently 

provide the best service as possible (Svanström & Boter. 2012, p. 344). Lastly, the third 

region is Norrland and is described as the peripheral rural region. This region include four 

counties in the northernmost part of Sweden and does therefore differ a lot from the other 

regions. It is most obviously sparsely populated, with the majority of the business 

activities located near the coastal areas. These are often dominated by a few specialized 

industries closely linked to the natural resources obtainable. Svanström & Boter (2012) 

mention that this industrial specialization does often benefit the overall business 

dynamics and cluster formations. The limited and scattered number of audit firms in this 

regions makes the authors to believe that the relationship between the companies and the 

auditors are more stable than in the large urban region (Svanström & Boter. 2012, p. 344). 

900 firms were asked to answer a questionnaire which were stratified into three categories 

based on their number of employees. 421 of these firms responded. This data was then 

analyzed through a set of ordinary least square tests, a test on the equality of variances, 

combined with a logistic regression to confirm or reject their hypotheses. What they could 

find was that the regions differed significantly in all aspects they had defined 

“relationship” as. Managers from both Småland and Norrland ranked their relationship 

with their auditors higher in all regards than firms from Stockholm, which the literature 

review also suggested.  

 

Since this article has many similarities with the previous made of Svanström (2008) was 

it only obvious to also include this as well as a support for our study. Their procedure and 

subject is relevant for our purpose with what we want to investigate namely the regional 

difference in perceived internal benefit of auditing. The relationship between the auditor 

and the firm may not be the most central aspect for our research. Our study will focus on 

the demand and benefit of auditing from the private limited companies that may be 

affected by a future change in legislation regarding auditing. However, this study is still 

relevant to consider and include in the framework of reference. We do suspect that their 

approach to limit the study to only three fairly large regions may cause difficulties. We 

have therefore chosen to only take inspiration from this article and instead adopt a 

different approach for defining the regional difference between companies.  

 

3.2.8 The Added Value of Auditing in Belgium 

The article by Breesch et al. (2012) main objective is to look into the added value of 

auditing in Belgian companies. The authors are using email questionnaires to research 

Belgian companies that in 2010 where required to use an auditor. The sample contained 

mostly large companies (Breesch et al, 2012, p. 27). The final sample contained 7890 

companies with a final response of 288 companies (Breesch et al., 2012, p. 13). The 

question asked was “if and for what reasons they would still voluntarily appoint an auditor 

if no longer compulsory?” (Breesch et al, 2012, p. 3) and they also chose to investigate 

the factors that drive companies to voluntarily engage in an audit. The article points out 

that most research has been done in the Anglo-Saxon market and that there are many 

differences between the Anglo-Saxon markets with the continental Europe concerning a 
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number of regulatory setting, culture and the development of capital markets (Breesch et 

al. 2012, p. 3). They used Descriptive Statistics to compare the respondents (Breesch et 

al, 2012, p. 17) and used The Mann Whitney U tests to confirm that the differences 

concerning the relative cost between the three firm categories are statistically significant 

(Breesch et al, 2012, p. 26). The categories were divided through the size of the company, 

small, medium, or large. The article makes the conclusions from a continental European 

context. 65% of the companies asked answered that they would continue if given the 

alternative to opt-out auditing. According to the authors that means that auditing add 

value for the company (Breesch et al, 2012, p. 27).  The main benefit of auditing is that 

improves the credibility of the financial statement, it also enforce financial discipline on 

the company. Furthermore the results of the article goes in line with much of what has 

been done by previous researchers. For example the main reason for companies to opt-

out auditing is that it gives no value and would allow cost savings, which is similar to 

what Collis et al. (2004) and Oliverio & Newman (2005) found. Other findings consists 

of that larger companies tend to want audit more than smaller companies and that smaller 

companies has a impropriate amount of audit costs (Breesch et al, 2012, p. 28). This goes 

in line with what Collis et al. (2004) and Chow (1982) has found in their research. 

 

The article states different benefits for companies of a continental European setting in 

which Sweden also can be counted in. This will be of great use for our research. 

 

3.3 Hypothesis development  
For this study internal benefit will be defined as the benefit that the company may obtain 

by an audit. This will imply that the research will only take into consideration what the 

respondent perceive as their own benefit of auditing, and not what other stakeholders may 

see as the benefit. The purpose with this definition is to reduce the complexity of the 

information and enable to analyze the perceived benefits of auditing for Swedish 

companies. The study tries to gather information regarding how the audit affects the 

corporate welfare, not the overall social welfare. The concern with not applying this 

internal restriction could be that the respondents would interpret the questions in a broader 

sense and include their perceived benefit for all the stakeholders. Advantages such as 

reduced economical crime or simplified tax control are broad advantages that might affect 

other stakeholder more than the company itself. In the end the internal benefits will give 

an advantage to other stakeholder, but mainly affect the company. The internal benefits 

are defined as follows:  

 

(1) Auditing as a compensation for the organization's loss of control.  

(2) An increased operational efficiency.  

(3) Improved decision basis for the management.  

(4) Improved credit rating.  

(5) Quality & Credibility of the financial statement.   

(6) Audit imposes financial discipline on the company. 

(7) Frees from personal accountability  

 

3.3.1 Auditing as a compensation for the organization's loss of control 
Svanström (2008) lists three internal advantages in his dissertation. Auditing as a 

“compensation for the organization's loss of control” is the first advantage. The 

compensation of control is towards the organization itself and it is argued that the benefit 

brings a better control over the structure of the company (Svanström, 2008, p. 28). The 
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audit is used as a third party in an agency theory problem. The traditional principal-agency 

theory is more about the relationship between owner and management where Svanström 

(2008) uses the agency theory between the management and the company itself. He 

argues that the organizational structure can create a loss of control for the manager. With 

more levels and a higher complexity of the organizational structure it is increasingly hard 

for the management to have control of the company (Carey et al., 2000, p. 41). Abdel-

Khalik argues that one of the main reason to use an audit is to compensate for the loss of 

control of the owner. The loss of control is due to the hierarchal system, with the larger 

organization and more hierarchal levels the more loss of control for the company (Abdel-

Khalik, 1993, p. 40). In short it can be said that auditing is used as a management tool to 

have control over the company by getting information by a qualified third party. This 

could help the management to better run, see problems and improve the company as it 

grows. The benefit discussed is relevant to our research since the main purpose of the 

audit is to control the financial statements and with that control the company. If the audit 

help to bring control over the organization for the manager this is a great benefit for the 

company that is growing and adding new layers to the company. With this in mind a 

hypothesis for this benefit is defined as follows:  

 

HA0: All companies perceive the internal benefit “OwnerControl” equally.  

HA1: All companies does not perceive the internal benefit “OwnerControl” equally. 

 

3.3.2 Increased Operational Efficiency 
The second internal advantage described by Svanström (2008) is an increased operational 

efficiency. Instead of using internal control system many companies see an audit as a 

good way to increase the operational efficiency. According to Chow (1982, p. 277) the 

external auditors might be able to perform a given task better than an internal auditor due 

to economies of scale of the auditing firm and would therefore increase the internal 

operative efficiency of a firm. This could be especially advantageous for smaller 

companies. By giving the company tips and advices, but also by discovering mistakes and 

problems in the financial report, the auditor can be of great help to the company 

(Svanström, 2008, p. 30). The experience and knowledge of an auditor might be beneficial 

for an inexperienced or uneducated business owner to improve the efficiency and to give 

notes on how to successfully operate their business. In the case of our report it is important 

to make a difference between the audit itself and other non-audit services (NAS) that 

might be provided. Svanström (2008) emphasizes that NAS improves the business 

operational efficiency, this is also discussed by Chow (1982, p. 277).  However, it is not 

of interest for this research to investigate the benefit from NAS. The core function of 

auditing is by itself a great instrument to help companies to perform better. This decision 

also entails that the possible correlation is easier to measure. This is why we want to 

measure to perceived increased operational benefit amongst the private limited companies 

of interest. In case this benefit can be confirmed it can act as a strong argument for the 

auditor to present for their customers. It may not preponderate the cost of an auditor by 

itself, but will act as a strong advantage to present in a benefit cost analysis. The 

hypothesis to test this internal benefit is:  

  

HB0: All companies perceive the internal benefit “InternalControl” equally.  

HB1: All companies does not perceive the internal benefit “InternalControl” equally. 
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3.3.3 Improved Decision Basis for the Management 

The last advantage that Svanström (2008) mention is that auditing improves the decision 

basis for the management. He explains that the audits main role is to ensure quality and 

reliability to the accounting and therefore the management will have a much more reliable 

data to base their decision on (Svanström, 2008, p. 32). In a survey made by Kaesey & 

Short (1990) 35 % of the companies answered that they used their accounts when 

managing their business (Keasey & Short, 1990, p. 213). The same accounts that is being 

audited. In smaller companies there is a great risk that material errors occur, the chance 

is larger than that of a big company (Collis et al., 2004, p. 90). It is important for the 

management to be able to trust the financial information the company gives so they can 

use the information more efficient and make better decisions. This argument is included 

in our research because decision making is a very central part of the management's role 

within a company. Without reliable data a decision made by the management may have 

the opposite effect than expected, which is for obvious reasons not desirable. This risk 

can be reduced by an audit, and should therefore be controlled when investigating the 

benefit private limited companies perceive, and how this may affect their demand for 

auditing. To test this internal benefit, the hypothesis is defined as: 

 

HC0: All companies perceive the internal benefit “Decision” equally.  

HC1: All companies does not perceive the internal benefit “Decision” equally. 

 

3.3.4 Improved Credit Ratings 

The relationship between credit ratings and auditing is the subject that has been 

researched the most of the different advantages. Lennox & Pittman´s (2011) study gives 

a strong evidence that companies on the British market who decides to use auditing, even 

if it is voluntary, receives a much higher credit rating. The companies that utilize auditing 

are more often seen as more professional, more transparent, and therefore sending a signal 

to their stakeholders that they are not doing anything ethically or morally unsuitable 

(Lennox & Pittman, 2011, p. 1675). This can be backed up by what Dedman & Kausar 

(2012) states in their article. They also reach the conclusion that firms that opt-out 

auditing receives a worse credit score than firms that retain auditing. There are many more 

studies where similar result occurs (Duréndez Gómez- Guillamón 2003; Kim et al., 2011). 

However there are no differences between companies with or without a Big-4 audit firm 

(Kim et al. 2011, p. 612). In the US Blackwell et al. (1998) estimates that a company 

using an audit covers between 28-50% of the audit fee with savings from a lower interest 

rate depending on the size of the company. The research was done on companies with 

assets up to five million US dollar and was using data from 1988. The overall result of 

Blackwell et al. paper is that companies using an audit has a lower interest rate compared 

to the other companies (Blackwell et al, 1998, p. 68). They get a lower interest rate 

because they signal high quality to the debt market (Blackwell et al, 1998, p. 69). In an 

investigation about the mandatory audit in Sweden in 2005, 58% answered that the audit 

increase the trustworthiness towards the banks (Thorell & Norberg, 2005, p. 27). Since 

bank loans are the most common way for small companies to get external financing 

(Bruns & Fletcher, 2008, p. 3) this is a very important function of the audit and it is 

therefore of great importance to research.  

 

HD0: All companies perceive the internal benefit “CreditRating” equally.  

HD1: All companies does not perceive the internal benefit “CreditRating” equally. 

 

http://www.emeraldinsight.com/action/doSearch?ContribStored=Dur%C3%A9ndez+G%C3%B3mez-Guillam%C3%B3n%2C+A
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3.3.5 Improved Credibility & Quality of the Financial Statement 

A Belgian survey by Breesch et al. (2012, p. 21) states that Belgian companies considers 

the credibility of the financial statement as the main benefit of an audit. 61% of the 

respondents chose this alternative as their main perceived benefit. Oliverio and Newman 

(2005, p. 4) conducted a similar study when they asked several fortune 500 companies 

what they see as the main benefit of auditing. 41,2% of the respondents states that an 

external audit is required to ensure the credibility of the financial statement. Kim et al. 

(2007, p. 589) also acknowledge that “a firm’s decision to have an external audit is a 

voluntary commitment to an improved reporting strategy that increases the credibility of 

its financial statement” when there is no statutory audit required. DeFong & Zhang (2014) 

argues that audit quality, from which most research has been done about, is needed to 

have a high credibility of the financial statement. The reason given by DeFong & Zhang 

(2014) is because there is a belief that the financial statement is a reflection of the 

organizations economics (DeFong & Zhang, 2014, p. 281) and that the audit gives 

validation to that. However the quality of the financial statement is not only connected to 

the quality of the audit but of the quality of the pre-audited financial statements as well 

(DeFong & Zhang, 2014, p. 281). Thorell & Norberg (2005, p. 27) investigation shows 

that 61% of the companies agrees that an audit increase the credibility of the financial 

statement and 51% agrees that it increases the quality. 

 

According to the audit firms one of the main reasons for an external audit is to improve 

the quality of the financial statement. It is suggested that the quality of the financial 

reporting will be reduced if more companies get the opportunity to opt-out auditing 

(Dedman & Kausar, 2012, p. 398). Collis & Jarvis (2000) survey containing mostly small 

British companies shows that they were some uncertainty about how the audit actually 

improves the quality information of the financial statement (Collis & Jarvis, 2000, p. 49). 

Later in the same report they confirm that the overall quality is perceived to increase when 

using a statutory audit (Collis & Jarvis, 2000, p. 65). The quality will be improved since 

the audits job is to take away the errors of the financial statement, this is preferable for 

the company as they will not get caught by the government for unintentional mistakes. 

The credibility and the quality is important to investigate since they both help to 

determine if the financial statement is of proper quality when being assessed by the tax 

authorities. It is also possible that companies see these proposed advantages to benefit 

them is other ways and therefore they are important to research. To confirm the previous 

research results, the hypothesis to test is:  

 

HE0: All companies perceive the internal benefit “QualityCredibility” equally.  

HE1: All companies does not perceive the internal benefit “QualityCredibility” equally. 

 

3.3.6 Financial Discipline 
Tabone & Baldacchino (2003) argues that the statutory audit imposes a financial 

discipline on the company. What they mean is that the personnel, manager, and the owner 

of the company feels psychological deterrent to perform at their top level if the threat of 

the auditor finding their errors and acknowledge them is there (Tabone & Baldacchino, 

2003, p. 397). The research by Olivier and Newman (2005, p. 4) also shows that 37,5% 

of the respondents thought that the external audit helped the financial reporting process 

by imposing more discipline into it. Thorell & Norbergs (2005) investigation states that 

65% of the companies see that the audit is seen as a control of the accounting and the 

accounting system. When having good and solid information about your accounts it is 

much easier to make the right decisions and not to do anything financially questionable. 
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An audit can also show the company if they are behaving undisciplined. Therefore the 

hypothesis is stated as: 

 

HF0: All companies perceive the internal benefit “FinancialProblem” equally.  

HF1: All companies does not perceive the internal benefit “FinancialProblem” equally. 

 

3.3.7 Frees from Personal Accountability 

According to Thorell & Norberg, (2005) one of the most common benefits of auditing is 

that is frees from personal accountability. This is similar to what the agency theory states. 

When having an audit the information asymmetry is reduced, giving both the CEO and 

the board a possibility to confirm that they have done everything in their power to oblige 

the owners demand. When the owner have control over what the CEO is doing, the CEO 

will most likely work in line with what the owners require. The accountability of the CEO 

is therefore reduced, as the errors that may occur in the corporation will be attributed to 

the owners of the company. This is a benefit that could potentially be desirable for 

companies that are big enough to have a separate CEO and owner since it important to 

know who has the responsibility and who is accountable for potential errors made. The 

hypothesis to test this internal benefit is defined as:  

 

HG0: All companies perceive the internal benefit “Trust” equally.  

HG1: All companies does not perceive the internal benefit “Trust” equally. 

 

3.3.8 Selection of benefits from auditing 

The internal benefits chosen to be used in this study are all extracted from previous 

articles within the same branch of research. The first three benefits are selected from 

Svanström (2008). These three benefits are, as described earlier, quite broad and also 

intrude on the integrity of some of the other benefits. Despite this, it is possible to 

motivate their existence in this research. They have a rightful place in a study that 

investigates the benefit from an audit, and hopefully the respondents can distinguish them 

as distinct benefits. It would also be impractical to exclude these aspects due to the lack 

of obvious alternatives, and they also give a specific edge to the other benefits. For 

example, the audit might bring an increased operational efficiency through a high quality 

audit. This does not mean that a high quality audit is only connected to increased 

operational efficiency. A high quality audit might be a part of other benefits, but is also a 

benefit by itself as you can get a lot of advantages through a high quality audit.  

 

The advantage that are mentioned as number three, improved decision basis for the 

management, are closely related to the quality and credibility of the financial statement, 

benefit number five. Svanström (2008) argues that good credibility and quality is needed 

for managers to have an improved decision basis. Just as the example with increased 

operational efficiency we don't disagree with Svanström, but we still have decided to put 

these three advantages as three independent benefits. We decided to do so because the 

quality and credibility is not only linked to an improved decision basis, and that the 

management does not necessarily need an audit report of high credibility and quality to 

make a good decision. Also quality and credibility can also be used individually or be 

used as a part of another benefit such as getting a better credit rating etc. In the different 

surveys we used as models there where all separate questions for each of the benefits. 

Therefore we chose to have them all as separate internal benefits.  
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The internal benefits 4-7 are all commonly used when talking about advantages and 

overall benefits of auditing. They can be found in four different surveys, from different 

authors, and in different countries. The four surveys come from the articles by Oliverio 

& Newman (2005), Svanström (2008), Breesch et al. (2012) and Collis & Jarvis (2000). 

All previous research suggests that companies with a voluntary audit have an improved 

credit rating in contrast to companies who decides to opt-out auditing. Increased credit 

rating is often one of the possible benefits that researcher point out in their research. 

However, a study made by Blackwell et al. (1998, pp. 68-69) indicates that there is only 

a marginal interest rate saving due to auditing, and that is also have an negative correlation 

to the actual firm size. We see this as an internal advantage because of said reasons and 

because loans and high credit ratings have a very important role in financing a company. 

Financial discipline was chosen for mostly the same reason as the previous benefits. This 

internal benefit is in some of the previous articles, and is by itself a great reason why 

companies should use an audit. The same goes for the last internal benefit, frees from 

personal accountability.  

 

3.4 Regional differences 
Every year, Svenskt Näringsliv6 ranks all the Swedish municipalities and counties to see 

which can offer the best corporate climate. These rankings indicate a great differences 

between the Swedish regions. Keep in mind that the companies evaluate their own 

municipality, and the measurement is therefore strongly linked to the individual 

company’s values and expectations. A distinct difference between one region and another 

does not have to be present for the regions to be ranked differently. However, it can be 

seen as an indication that a difference between companies from different regions can 

exist. The website also shows some of the real differences in the business climate between 

the regions (Svenskt Näringsliv, 2014). In 2014 the three best municipalities was Solna, 

Sollentuna, and Upplands-Väsby. All three municipalities are all geographically close to 

the capital of Sweden, Stockholm. The worst municipality on the list is Smedjebacken 

followed by Vilhelmina and Skinnskatteberg (Svenskt Näringsliv, 2014). There is also 

great difference in how many companies in each municipality that use an auditor or not 

if under the legal requirements. Västernorrland (57%), Dalarna (49%) and Uppsala (49% 

is where most companies decides to opt-out auditing. In Jönköping and Norrbotten most 

of the companies uses an audit and only 35% and 38% chose to opt out auditing. In the 

big city regions of Stockholm and Skåne 44 % decides to opt-out auditing (Sigbladh, 

2013). 

 

A report by Jordbruksverket7 (2009) states several differences between business 

enterprise in rural and urban areas of Sweden. One of these traits of a particular region is 

that in the urban areas the growth of companies is generally higher than in the rural areas. 

The report also indicates that companies from rural regions that operates in the north of 

Sweden have a general better growth than companies from the south rural regions 

(Nilsson et al., 2009, p. 26). To summarize, there a many differences among rural and 

urban areas due to obvious reasons such as population size, demographics, and closeness 

to services, and number of companies differ. 

 

A paper by Chan et al. (1993) suggests that London has a more premium pricing 

compared to non-London location when it comes to the price of auditing. This could 

                                                 
6 Confederation of Swedish Enterprise 
7 Swedish Board of Agriculture 
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imply that big cities in general has higher fees resulting in a feeling of less value for the 

companies using its services. Svanström (2012, p. 354) tells us that in metropolitan areas 

the support for businesses is much more diverse and in larger supply. This can lead to a 

higher competition between auditors for the company's favor. This might imply to an 

increase in change of auditing firms, leading to less trust. Svanström (2012) continues 

with describing that a long relationship between an audit firm and a company is strongly 

related to the trust between the two parties, meaning that trust develop over time. 

 

What we know, there has only been one real study on regional differences on the subject 

of auditing in Sweden. That paper was made by Tobias Svanström and Håkan Boter in 

2012. They investigate Regional Variation in the SME-Audit Firm Relationship. They 

base their investigation on a survey sent out to firms in three different regions in Sweden 

and list special traits that make these regions separable. The survey was made in 2006 for 

another research project (Svanström & Boter, 2012, p. 345). The survey was answered by 

421 companies. The regions used are Stockholm, Småland and Norrland. Stockholm is 

chosen as it is the center of economy in Sweden being the capital and biggest city in 

Sweden. It is a large urban region. Småland is described as a tight rural region with a high 

entrepreneurial spirit, the so called Gnosjö-andan. Norrland are called a peripheral rural 

region, it's scarcely populated and many towns are centered around one core business, 

usually based upon a natural resource (Svanström & Boter, 2012). 

 

Rural area firms tend to have a more trust-based relationship with their auditor. Also there 

are “regional variations in the perception of trust and commitment, service quality and 

the demand for different types of services provided by the audit firm” (Svanström & Boter, 

2012, p. 353). The paper also concludes that strategic services is used much more 

frequently by firms from rural areas. As the relationship is trust based the firms from the 

two rural areas believed they had much higher quality on their product than the firms from 

Stockholm Also the report strengthen the view that larger cities has a higher number of 

players on the market resulting in a better supply of business support and the competition 

is higher and fiercer.  

 

As shown, there are indications that it exist differences in the corporate climate between 

the Swedish municipalities. Since the business climate, perceived business climate, and 

demographics are very different between the municipalities it is likely that companies 

view auditing differently. We want to investigate if this is true.  

 

3.5 Why companies opt-out auditing and the cost of auditing 
A common reason to opt out auditing is that the benefits do not exceed the cost (Collis, 

2003, p. 8). The price is the major reason for companies to desist an audit when they are 

given the power over their own decision making. As Blackwell et al. (1998, pp. 68-69) 

conclude, there is a minor interest saving from auditing. Voluntary auditing is still 

demanded by many, and the benefits regarding the audit for the company are still 

maintained even if it is not statutory, but companies values the audit differently when 

they are given the opportunity to waive the audit (Collis et al., 2004). For some reason 

the benefits does not exceed the cost for all companies. The explanation for this is 

somewhat sparse, and not enough studies have comprehensively examined the underlying 

reasons for the firm's choice (Collis et al., 2004, p. 3). Collis et al. (2004, pp. 20-21) states 

that there is a difference in demand regarding to the company's size. The larger the 

company is, the more likely they choose to have an audit. Collis et al. (2004, p. 21) further 
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describes that size alone is not a sufficient explanatory factor by itself, but should be 

compared to other variables, such as capital structure and education. The actual factors 

involved in this decision making is very complex and certainly differs between different 

companies, but the basic valuation of benefits contra disadvantages are always involved. 

For this reason, the starting point will be to examine the company's valuation of an audit, 

the overall contribution of the audit, and if there is a significant difference in this regard 

between companies from different areas.  

 

Thorell & Norbergs report (2005, p. 45) found out that the average annual cost of auditing 

for micro companies in Sweden is 10 000 SEK. The report defines micro companies as 

companies with less than ten employees and three million in net turnover (Thorell & 

Norberg, 2005, p. 10). It is difficult as a third party to conclude exactly how much of this 

cost that derives from the actual audit, since the auditor usually perform other services 

for the company as well. Thorell & Norberg (2005) also predict that the cost for auditing 

in Sweden will rise with approximately 30% due to the possible contemporary change in 

the auditing regulations. Thorell & Norberg (2005) estimates that the cost for this auditing 

can rise with 30% because of new regulations. That can indicate that the market for this 

service is rather volatile.  

 

A similar report was made in Denmark where the authors concluded that the average cost 

for auditing in Denmark 2004 was 15324 Danish kroner (DKK) (Erhvervs- og 

Selskapsstyrelsen, 2004, p. 35). The Danish authors did not use the same company limits 

as the Swedish authors used. The Danish B-companies were within the limits of at most 

50 employees, 40 million DKK in net turnover and 20 million DKK in the balance sheet 

(Erhvervs- og Selskapsstyrelsen, 2004, p. 3). Also for British companies with a turnover 

of maximum 1 million Pound Sterling the average cost of auditing was 1000 Pound 

Sterling in 2003 (Collis, 2003, p. 27). Unfortunately we were unable to find more current 

estimates of the price of auditing but the three countries looked at were quite coherent.  

 

Collis (2010, p. 227) gives us a wider perspective of the regional differences in auditing 

when she compares the demand for voluntary audit in the UK and Denmark. She point to 

some differences and similarities between the countries. The general thought in both 

countries is that it improves the quality of the financial report. Also the Danish companies 

believe that auditing bring the benefit of the check on accounting records and systems 

concluding that reducing risk is more important for the Danish companies than the British. 

Agency factors and relationships were also different between the countries (Collis, 2010, 

p. 228) 
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4. Method 
 

 

The method part of the study will contain information about the data collection, how we 

got access to the companies, and how the selection of respondents were chosen. The later 

parts will discuss the questionnaire, the pilot study, and also the answering frequency 

and non-responses of the study. Also, the analytical method is discussed and described. 

 

 

4.1 Data collection 
In the selection of companies that the questionnaire will be sent to, one must first define 

the population. A population is a quantity of objects, and what the study will be based on 

when examine specific characteristics and attitudes (Dahmström, 2005, p. 55). Burns & 

Bush (2010, p. 364) describes the population as the group of interest by the research 

projects objective. To define a population it is of the utmost importance to be as detailed 

in the description as possible. A definition error can have complicated consequences for 

the research. If the definition is not precise, other objects may be included that originally 

is not of interest for the research, and may therefore result in a conclusion that cannot be 

representative for those of interest (Burns & Bush, 2010, p. 365).  

 

The population that are of interest in this study are the companies that could be affected 

by a future legislative amendment. Due to this some delimitations have to be set. These 

delimitations are mostly set in the database service, Retriever Business, where we have 

gathered our companies. Due to some limitations in Retriever Business forces the process 

to also be performed in Excel. As the study will examine regional differences of perceived 

internal benefit of auditing, data will be retrieved from different municipalities in Sweden. 

All data that is included for each specific company that will be used to define the 

population is taken from Retriever Business, except their email addresses which is 

collected from the website Företagsfakta.se, or the specific company’s website.  

 

The first delimitation set in Retriever Business is to only include limited companies that 

are not publicly listed. Publicly listed limited companies must always have a certified 

auditing, and is therefore not of interest for this study. There is also no interest to control 

subsidiary companies. Furthermore it is of no interest to include companies that does not 

have an audit today, their opinion regarding audit’s internal benefit is not relevant for this 

study. The study will also not include any companies with another annual date for their 

fiscal year than 2013-12. The fiscal year of 2013-12 is chosen for convenience, because 

this is the most recent data available. Saunders et al. (2009, p. 155) see two different time 

horizons, the cross-sectional and longitudinal time horizon. The cross-sectional time 

horizon can be seen as a snapshot of time. It is done by looking at a phenomenon at one 

specific point in time (Bryman & Bell, 2011, p. 953). On the other hand longitudinal time 

horizon is a series of snapshots during an extended time horizon (Saunders et al., 2009, 

p. 155). This paper will collect research from one specific point in time. That point in 

time is the end of the fiscal year 2013-12. As we will only look at a specific point in time 

we will in this paper use a cross-sectional time horizon. The research will also not include 

any companies without any employees.  
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The limitations are reasonable for comparable reasons. To detect any regional differences 

of the perceived internal benefit of auditing, all other variables should be equal, i.e. ceteris 

paribus. There are also practical reasons behind the limitations. Retriever Business has 

some restriction regarding the raw amount of companies that can be exported. It is only 

possible to export information from 40 000 companies at a time. With the delimitations 

the total amount of companies are 77 443. This is for the most part not an issue, when the 

company list can be categorized by several variables, thus effectively divide the data in 

convenient groups which then can be merged back in Excel. However, without these 

relatively irrelevant delimitations it would not be possible to extract information for all 

companies. This however is not the final sample due to the restriction in Retriever 

Business. Further exclusion must be performed in Excel. 

 

4.1.1 Regional criterion 
The purpose with the study is to examine the possibility for different attitudes regarding 

the internal benefits that can be obtained from an audit. Due to this it is required to attain 

companies that are operating in different regions. Thus, the population should consist of 

randomly selected companies from all over Sweden. According to Moore et al. (2011, p. 

160) the accuracy and completeness of the populations are very important. 

 

A stratified random sample will be used in order to collect our sample. This will be used 

by dividing our population into different strata’s from where we will use simple random 

sampling to select the companies. The stratified random sample will be used to create a 

representative sample for the population. Also as we are researching the regional 

differences this will create a natural division between the regions (Saunders et al., 2009, 

p. 28). 

 

The population is divided into ten different groups. These groups are based on the 

municipality definition that Statistiska Centralbyrån8 and the organization Svenska 

Kommuner & Landsting9 (SKLa, 2015) have presented. The definitions is used because 

it is chosen from a well-known employer and interest organization where all Swedish 

municipalities and regions are members (SKLb, 2015). It is very hard to find appropriate 

definitions of possible divisions for municipalities. We believe that this one is the best 

there is available, and should fulfill the objective we have with it. The definition of the 

groups is as follows: 

 

1. Metropolitan municipalities (3 municipalities). Municipalities with a population of 

over 200,000 inhabitants. 

 

2. Suburban municipalities (38 municipalities). Municipalities where more than 50 per 

cent of the night population commutes to work in another municipality. The most 

common commuting destination must be one of the metropolitan municipalities 

 

3. Large cities (31 municipalities). Municipalities with 50,000-200,000 inhabitants and 

more than 70 per cent of the population lives urban areas 

 

4. Suburban municipalities to large cities (22 municipalities). Municipalities in which 

more than 50 per cent of the night population commutes to work in a large city. 

                                                 
8 Central Bureau of Statistics, Sweden. 
9 Swedish Municipalities and County Council 
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5. Commuter municipalities (51 municipalities). Municipalities in which more than 40 

per cent of the night population commute to work in another municipality. 

 

6. Tourism and travel industry municipalities (20 municipalities). Municipalities where 

the number of guest nights in hotels, youth hostels and camping sites is higher then 21 

nights per inhabitant and the number of holiday homes is higher then 0.20 per inhabitant. 

 

7. Manufacturing municipalities (54 municipalities). Municipalities where more than 34 

per cent of the night population aged 16 to 64 is employed in manufacturing, mining, 

energy, environmental and construction industries. (SNI 2007) 

 

8. Sparsely populated municipalities (20 municipalities). Municipalities where less than 

70 per cent of the population lives in urban areas and less than eight inhabitants per km2. 

 

9. Municipalities in densely populated regions (35 municipalities). Municipalities with 

more than 300,000 inhabitants within a 112.5 km radius 

 

10. Municipalities in sparsely populated regions (16 municipalities). Municipalities with 

less than 300,000 inhabitants within a 112.5 km radius. 

 

Ten different classifications of 100 companies each may affect the outcome of this study 

negatively. There are simply too many classifications and too few companies in each 

classification. There is a considerable risk that this may result in an outcome that is not 

possible to statistically ensure. The reason for this is to have a sufficient sample size for 

each municipality to ensure and enable that the results are credible. There is also no 

arguable interest to see if there is a regional difference between so many categories of 

municipalities. To investigate whether there is a regional difference of perceived internal 

benefit from auditing in general, these groups will be merged into fewer and bigger 

groups. The original groups are merged to five groups, i.e. 200 respondents in each 

classification. Group 1 and 2 are combined to the new Group 1, and Group 3 and 4 

becomes the new Group 2. Group 5 and 6 will be the new Group 3 etc. This should provide 

an opportunity to find, if there is any, correlation between companies from different 

municipalities and their attitude regarding the benefits from an audit without having to 

increase the number of respondents to the questionnaire. The new different groups still 

work together as for example big cities is merged with the suburbs of the same cities. 

However, an active choice has to be argued for those groups that did not have a clear 

connection to each other. Manufacturing municipalities for example has no real 

connection to any of the other groups, at least not any stronger arguable correlation than 

anyone else. For this reason this kind of classification can be considered flawed. 

However, there is a lack of alternative approaches for this kind of study so this is the best 

the current situation can provide. There is also a problem with Group 9 and 10 as they 

represent very different regions. Manufacturing municipalities may not have any more in 

common with municipalities in a densely populated region than any other group, but there 

are some indications that sparsely populated municipalities and municipalities in a 

sparsely populated region do. As no more options are available for Group 7, this will be 

the way the groups are merged. Because of this this, the choice is to separate them and 

instead pair Group 9 with Group 7 and Group 8 with 10. Group 7 and 9 will be the new 

Group 4, and Group 8 and 10 will be the new Group 5. Henceforth, when any information 



33 

 

is presented for a specific group, it is the new five groups that it is referred to. The number 

of regional divisions for the companies is now five instead of ten.  

 

4.1.2 Size criterion 

The population of interest are companies that today have an audit, but may be given the 

opportunity to opt out of auditing in the near future. The sample will consist of a set 

number of Swedish corporations that today are regulated and have legal requirements to 

have an audit. The second sample requirement is that the companies that we want to study 

do not exceed the limits set by the EU audit requirement. There is only of interest to 

include companies that exceed at least two of the set boundaries for optional audit in 

Sweden, and does only exceed one of the set limits that is the maximum by the European 

Union. Such restrictions cannot be put directly into Retriever Business. For this reason 

all of the company information has to be exported to Excel regardless of these intervals, 

and then in Excel only include those of interest. A set of binary tests is used to get the 

population of interest and are grouped into two control tests. The first control test is to 

ensure that the companies exceed the Swedish boundary for voluntary auditing. It consist 

of three binary tests that controls the company's’ number of employees, turnover, and 

total assets. The companies are assigned the number one if they exceed the limits, and a 

zero if they does not for each variable. If the sum from these three tests is bigger than one 

it means that the company, given their financial statement for the fiscal year of 2013, are 

required by the Swedish law to have an audit.  

 

A second test is conducted to control that a given company does not exceed the boundaries 

set by the European Union. Only companies that exceed the Swedish boundaries, i.e. 

those who received a total larger than one from the previous test, will be included.  This 

test is performed in a similar manner as the former, but this test assign number one to 

each company for each variable when it does not exceed the European Union’s 

boundaries. The companies of interest are therefore those with a sum larger than one in 

this test.  

 

To illustrate these tests, suppose that company X have 15 employees, 20 Million Swedish 

kronor (MSEK) in turnover, and finally 150 MSEK in total assets. Company Y on the 

other hand has 2 employees, 10 MSEK in turnover, and 1 MSEK in total assets. Neither 

of these companies is a subsidiary. They both pass the initial test of not having a parent, 

and both have employees. The first control test will address company X with a 1 for all 

three variables. Company Y will get a 0 for their number of employees, a 1 for their 

turnover, and 0 for their total assets. The sum for company X is 3 and the sum is 1 for 

company Y. This means that company X exceeds the Swedish boundaries while company 

Y does not, and only company X will be included in the second binary test. In this test 

company X will get a 1 for the number of employees, 1 for their turnover, and 0 for their 

total assets. The sum in this final test is 2 and this concludes that company X is a firm of 

interest and therefore in the population, while company Y is not.  

 

4.1.3 Final sample  

Dahmström (2005) states that there is a risk that all in the population of interest will be 

completely included in the defined framework. The target population may differ slightly 

from the boundaries set, thus the actual population the survey will examine is defined as 

the survey population. The aspiration is that these will coincide and therefore be generally 

described as the population (Dahmström, 2005, p. 56). The actual population of interest 



34 

 

is defined by excluding all companies from those extracted from Retriever that have a 

parent company and that they have employees. The reason for this are to leave out 

subsidiaries which is affected by their parent regarding their audit requirement. It is also 

a control to exclude so called shelf companies. This excluding process is done by a binary 

test in Excel and resulted in a total of 26 029 companies.  

 

The total number of companies exported from Retriever is 77 443 (2015-03-11), and 

through the exclusion process in Excel the population of interest consist of 26 029 firms. 

The empirical foundation will consist of the result of a quantitative research 

questionnaire. To be able to draw any conclusions regarding the set research questions, 

the sample has to relatively large. The variable of largest concern is the response rate that 

previous studies have shown to be a big issue. Svanström (2008) had in his study a 

response rate of 47,3%, which meant a total of 421 usable responses from his 

questionnaire (Svanström, 2008, p. 104).  Collis et al. (2004) had in their study, when 

they studied the demand for audit in small companies in the UK, a total of 385 usable 

responses on their questionnaire. This represented a response rate of 17% (Collis et al., 

2004, p. 13) Svanström argues that his high response rate, in this context, mainly depends 

on the inclusion of a statement from the audit organization FAR that expressed their 

support for the study and the necessity to obtain a high response rate (Svanström, 2008, 

p. 104). Svanström further presents response rates from other researches which seems to 

be somewhere between 20 - 30%. He also presents that two researchers, Wallace & 

Mellor, back in 1988 explains that questionnaire studies in accounting generally is low 

(Svanström, 2008, p. 105). To address this concern the sample has to be as large as 

possible to enable any possibility to analyze the data and draw any conclusions.  

 

4.2 Access 
To carry out this study, it is crucial to get access to the population of interest. Data 

collection is done by using a questionnaire, which is handed out to 1 000 Swedish 

companies by email. Both the company name and organization number is retrieved 

through Retriever Business. However the email addresses are manually gathered through 

Företagsfakta.se or if necessary the company website until a sufficient number of email 

addresses are found. 200 email addresses is gathered for each group, and when a 

company’s email address could not be found an additional company is instead included 

in the sample population until the predetermined number of respondents is meet. In order 

to increase the number of responses and their relevance, it is clarified in the email that the 

questionnaire should preferably be answered by the CEO or the CFO of the company. It 

is important that the questionnaire is answered by someone close to the economical core 

of the company. However, it is clarified if this implies impediment for a given company, 

a response from another individual within the company is preferred over no response at 

all. To gather this information and to send out the questionnaire is not that difficult, the 

problem with a questionnaire is getting the respondents to complete the survey. Google 

Survey service is used to create a questionnaire in a professional manner, both functional 

and aesthetically, to increase the probability to get a given company to answer the survey. 

A primary focus of the design is to keep it as short and concise as possible, without 

compromising the quality. Due to this a limit was set that the questionnaire should not 

take longer than a few minutes to answer.   
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4.3 The selection of respondents 
The companies that will be included in the survey is randomly selected. This is done in 

Excel by addressing a random number between 0 and 1 for each company within their 

specific municipality classification and are then numerically arranged by those numbers. 

This process is called using a simple random sampling method (Saunders, 2009, p. 222).  

 

The total sample size to send the questionnaire to is 1000, i.e. 200 from each groups in 

this study. The alternative is to send the questionnaire to all companies within the 

population. This would mean that the whole population is in the group of interest for the 

study. There are some general impracticalities when trying to conduct such a study. When 

a survey studies the entire population of interest it is called a census (Burns & Bush, 2010, 

p. 365). It is almost impossible to obtain the data from each object of interest. This would 

not be practical or time efficient. It would however be relevant to measure the perceived 

internal benefit from auditing for all companies in the population. The total data amount 

and the process to exclude random errors would however do the total workload untenable 

(Dahmström, 2005, pp. 63-64). This is the reason to only include 1000 companies in this 

survey population. This is called a sample survey, and is defined as a representable subset 

of the actual population of interest (Burns & Bush, 2010, p. 366).  

 

4.4 Questionnaire 
The survey will be conducted through computer-administered internet mediated 

questionnaire made with a service made by Google called Google Surveys (Saunders et 

al, 2009. p. 363). A survey is a method to collect information from a very large group of 

objects with a pre-designed questionnaire (Burns & Bush, 2010, p. 266).  A computer 

administered questionnaire is a when you use a computer as a central role when doing the 

survey (Burns & Bush, 2010, p. 273). The respondents will be contacted through email 

with a link to the questionnaire. Using Google Surveys is free and will satisfy our need. 

The data that is needed for the study will be gathered through a questionnaire. 

Questionnaires are advantageous when performing a quantitative research. It enables the 

researcher to identify and describe the circumstances regarding the matter of interest. The 

survey will be emailed to the sample and shall be structured in accordance with 

established methods of data collection (Saunders et al., 2009, p. 362). The results will be 

directly exported to Excel where the result can be further analyzed. Using an internet 

mediated survey will make it easy to reach a large population in a short time (Burns & 

Bush 2010 p. 274). The questionnaire as a whole can be found in Appendix I.  

 

The survey is sent to them by email that includes a short presentation of who we are, what 

the purpose is with this study, and the link to the digital questionnaire we designed. It is 

very important to explain to the respondents why the study is needed and also what will 

be demanded of them and what rights they have (Patel & Davidson, 2003, p. 70). Our 

presentation is presented in Appendix III.  

 

An alternative route would be to conduct interviews. Interviews are a great tool to obtain 

data and has been used extensively for a very long time in different circumstances. There 

are different kinds of interviews. Either the object of interest is contacted over the phone, 

which is called a telephone interview, or the respondents are met in a personal interview 

(Dahmström, 2005, p. 90). Personal interviews are, if done correctly, very thorough and 

the result does therefore often holds a very high quality. The problem with this is of course 

the cost. Personal interviews are also very time consuming, and may also involve other 
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barriers that may make it impractical (Dahmström, 2005, p. 91). The quality is sometime 

a necessity and therefore the only option. However, if personal interviews would be 

applied in this study the costs would most likely exceed the benefits and are therefore not 

a suitable alternative.  

 

Another option would be to call the respondents. This type of telephone interview is 

considerably cheaper to perform than personal interviews and also has many of the same 

benefits. Other disadvantages may become obvious, such as problems to reach those of 

interest. Another problem with telephone interviews is that they generally has to be 

relatively short which limits the depth of the possible knowledge that would be otherwise 

possible to embrace through a personal interview. It is also not optimal to conduct this 

kind of interview if the respondent has to answer personal and sensitive questions 

(Dahmström, 2005, p. 95-98).  

 

These types of qualitative methods are often very different from the quantitative 

alternatives. There is often not a pre-conducted structure that has to be followed. Certain 

questions are predetermined, but those that are investigated are allowed to answer them 

in their own words instead of only having preset alternatives to choose from. The purpose 

is not to maximize the reliability and validity of the answers, and is therefore more open 

to allowing the respondents to respond with their individual view regarding the subject. 

How the design for the data collection method is for the interview follows by natural 

reasons the respondent’s direction. Different respondents may have more to discuss 

regarding certain parts of the interview than others and may result in follow-up questions 

and deeper discussions which initially was not planned. Thus, this type of method is often 

more flexible and provides a deeper understanding of the specific individuals thoughts 

regarding what is investigated (Bryman, 2011, p. 413).  

 

4.4.1 Layout of the questionnaire 
The paper will use standardized questions that have been used in previous research by 

other authors. This is done because we want to have proven questions to ensure the quality 

of the paper. The questions adopted are clearly investigated to ensure that they fit and are 

reliable to use (Bryman & Bell, 2011, p. 263). The questionnaire is completely 

standardized as since it asks the same questions, in the same order, with the same 

alternatives to all of our respondents (Patel & Davidson, 2003, p. 72). Some of the 

questions, or similar questions have been used in several previous research projects. The 

article we have used the most when gathering questions is Svanström (2008). Svanström 

explains in his paper that he thought that Collis et al. (2004) was very important for the 

final form of his questionnaire. He also discussed the choice and layout of the questions 

with co-workers, an authorized auditor and two highly valued members of the auditing 

organization FARSRS (Svanström, 2008, p. 98). We also used questions from Oliverio 

& Newman (2005), Breesch et al. (2012) and Collis & Jarvis (2000). We did it to improve 

and strengthen the questions already taken from Svanström. Benefits 4-7 are taken from 

these questionnaires, while 1-3 are Svanströms (2008) internal benefits.  

There are other articles that use these benefits as well but as we were not able to find any 

surveys from those we decided to use the above mentioned articles when constructing our 

questionnaire. How the questions are connected to the previous research is illustrated in 

Appendix IV.  

 

The questionnaire for this study is based on three parts. In the first part there are questions 

concerning the company as a whole and how they interact with their auditor/auditing firm. 
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They are background questions in order to get a profile on the different companies. These 

questions are included in order to interpret the data in the analysis (Patel & Davidson. 

2003, p. 73). The questions have different kind of response formats. Question 1 and 2 are 

open ended. The rest of the questions are categorical where question 6 and 7 are dual 

choice and the rest multiple choice. The question types are easy to facilitate and to code. 

The risk with categorical response formats is that they might oversimplify the options for 

the respondent (Burns & Bush, 2010, p. 301), since the questions are factual we don't 

believe that it will happen. Other alternatives could have been to have all questions as 

open-ended, but this would have taken away all the advantages of the questionnaire and 

are therefore not an option. Bryman & Bell (2011) calls the dual choice questions for 

closed questions. In part one Question number 1, 2 and 10 were not in neither of the 

surveys that was looked at. We realize that Question 1 could as easily been ignored and 

we could have let all companies been anonymous. The question did not affect the research 

in any way. Question 2 was not necessary and could also have been excluded. The original 

though with this question was to control if the companies in the groups originates from 

the correct municipality. However, due to the fact that Question 1 gave the company the 

opportunity to be anonymous, the outcome was difficult to confirm. 

The second part of the questionnaire is designed to find out how the companies perceive 

the internal benefits of auditing. This is done through interval-scaled questions (Burns & 

Bush, 2010, p. 306). A scale format gives the advantage of being able to measure the 

opinion of the respondent on a set scale (Burns & Bush, 2010, p. 301; Saunders et al., 

2009, p. 379), which in our case was set from one, Disagree, to six, Completely Agree. 

The different questions are directly connected to the benefits mentioned in the earlier 

chapters. We used even number on the scale in order to avoid central tendency (Patel & 

Davidson, 2003, p. 77). Question 12-8 is different compare to the rest of the benefits. It 

is not a direct benefit, rather it's a general question concerning the overall perceived 

internal benefit of auditing. It is for research purposes important to have a scale question 

in order to get a good measure if the respondents see auditing as a benefit or not.  

 

Part three are closed question with the possible answers of yes, no, or don't know. The 

advantages of using closed questions in this part is that it will be easy to process the 

answers (Bryman & Bell, 2011, p. 250), and to get a clear picture of what the companies 

actually think of the advantages of auditing. In part three of the questionnaire, the 

questions are created by the authors of this paper. They are created in order to confirm 

what the different companies actually think is the benefit of auditing. Each question in 

this part is correlated with one of the benefits of part two of the questionnaire in order to 

confirm that the respondents have answered all questions in a similar fashion. Question 

13-16 in part three are not correlated to any of the benefits but are instead connected to 

the company's view on the benefit of auditing in general and if they would keep the audit 

if not mandatory. They are key questions in order to find out the company's real thoughts 

about auditing.  

 

Part 3 Questions Part 2 Questions 

16. Do you believe that auditing gives you better credit ratings? 

 

1.Facilitate the companies possibilities to 

receive good credit ratings 

17. Do you believe that auditing makes it easier to find economic problems 

within the company and take actions against them? 

 

2. Economic problems in the company can be 

found and taken care of earlier 

18. Do you believe that the company works more efficient due to auditing? 3. Help with internal control 
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19. Do you believe that auditing gives the owners an increased control over 

the company operations? 

4. The owners gets control from board and 

CEO 

20. Do you believe that auditing gives a security for the board and CEO? 5. Security for board and CEO (frees from 

responsibility) 

21. Do you believe that auditing increases the credibility of the annual 

report? 

6. Quality and Credibility of the annual report 

increases. 

22. Do you believe that auditing gives the possibility to make better 

decisions? 

7. Gives better decision basis for the 

management 

23. Do you believe that auditing increases the quality of the financial 

statement? 

6. Quality and Credibility of the annual report 

increases. 

   
Table 1 Relationship between questions in part 2 and part 3 of the questionnaire. 

 

The questionnaire used in the research was written in Swedish in contrast to the language 

of this study. The language was set in order to keep a high convenience level for all the 

Swedish respondents of the research. Another language than the native language might 

have discouraged potential respondents from answering the questionnaire.  

 

4.4.2 Pilot study 

In order to ensure the quality of the study and to get feedback to improve the questionnaire 

as a whole a pilot study was conducted before the actual questionnaire was sent out. It is 

very important to, if possible, make a pilot study for those two reasons, especially when 

conducting a survey research (Bryman p. 258). A pilot test can be defined as “to refine 

the questionnaire so that respondents will have no problems in answering the questions 

and there will be no problems in recording the data” (Saunders et al., 2009, p. 394). A 

pilot test will help to ensure the validity of the questionnaire.  

 

The pilot study for this degree project was sent to 20 companies within the population but 

not in our sample (Bryman, 2011, p. 259). Unfortunately we were unable to receive any 

answers. This was very unfortunate as we did not get the feedback we needed to improve 

our questionnaire, leaving it at its original form.  

 

4.5 Answering frequency & Non-responses 
The questionnaire was first sent out on the 13/4-15. After this date we sent out two 

reminders, the first on the 20/4-15 and the second on the 24/4-15. The last day for the 

respondents to answer was set on the 27/4-15. It was very clear that most of the answers 

were received on the same day as they were sent outs and gradually declining the longer 

from the send out date it came.  

 

Respondents Number Percentage 

Sample Population 1000  

Not part of population 2  

Adjusted Sample 

Population 998 100% 
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Sample 141 14,13% 

Outliers 2 0,2% 

Adjusted Sample 139 13,93% 

Table 2. Respondents of the Questionnaire 

 

In total there were 143 answers. Unfortunately two of the responses were completely 

blank with no answers whatsoever. The non-responses is the non-sampling error of this 

research. A non-sampling error is all errors in a survey except those done by sampling 

plan or sampling size (Burns & Bush, 2010, p. 429). Naturally those answers are removed 

completely from the project. Since the time horizon of the project was set at the end of 

the fiscal year 2013-12, two of the companies responding had outgrown our set limitations 

of net turnover, number of employees, and balance sheet total and are therefore removed 

as well. In total four answers are removed. The final amount of responses used in the 

empirical findings and analysis is 139 companies.  

 

There was also some email answers explaining that the different companies did not have 

time to or did not want to participate in our research project. There were also several 

email-addresses that was non-functioning for different reasons, those addresses were 

replaced when failing.  

 
4.6 Analysis methods  
Using descriptive statistics is an easy way to interpret the basic results of the answers of 

the questionnaire (Burns & Bush, 2010, p. 471). Many of the previous research projects 

that have been the basis for this study, such as Svanström (2012), Collis (2004), and 

Breesch et al. (2012), use descriptive statistics in their research to show the reader their 

results. It is of importance to quantitatively present the different aspects of the data and 

to describe the main attributes of interest for the survey (Burns & Bush, 2010, p. 461).  

 

Dahmström (2005, p. 179) also points out the value in presenting a descriptive 

examination of the information collected. It enables the possibility to obtain a deeper 

understanding of the material. It is important to take into account the respective 

characteristic each variable have. Depending on the data various types of presentation 

may be preferred. In addition to the variables, suitable measurements can be 

complemented to promote the perception of the information presented.  

 

SPSS will be used to analyze the data gathered. SPSS is a statistical software that helps 

the user to do different statistical tests (Dahmström, 2005, p. 181). SPSS is used in this 

study in order to easily be able to process the data without making any calculation by 

hand. The tables received are easy to follow and simplifies the analyze process for the 

users.  We will in this part use Pearson's Chi-Square test in order to see how likely it is 

for two variables to be associated (Moore et al., 2011, p. 502; Saunders et al., 2009, p. 

452). This meaning that the low number reduces the risk that the result is by chance. 

Cramer´s V will be used to see if the two variables are correlated. Cramers V goes 

between 0 and 1. The higher the number the higher the correlation (Saunders et al., 2009, 

p. 453). ANOVA is a test to analyze the variance of different means for specific 

distributions. The purpose of an ANOVA test is to “predict a single dependent variable 

on the basis of one or more predictor variables, and to establish whether those predictors 

are good predictors” (Cardinal & Aitken, 2013, p. 4). Moore et al. (2011, p. 742) explains 
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that ANOVA can be used to compare several means to each other. The ANOVA and the 

Chi-Square test is used in this research in order to be able to take advantage of their 

strengths and make a valid and correct comparison of the different benefits.  

 

To actually be able to answer our research question, both the Chi-Square tests and the 

ANOVA tests need to be accompanied with a regression analysis. Both the Chi-Square 

and the ANOVA are bivariate analyzes and they do not take into account anything else 

than the groups and their perceived internal benefit of auditing. They can give an 

indication and also detect whether the result is likely to be generalizable, but beyond that 

a more specific analysis procedure is necessary to conduct. The companies may be 

affected by other factors, for example the actual firm size. Collis et al. (2004, p. 18) found 

that the company size, among other variables, are factors that affect the demand for audit. 

These factors should therefore be accounted for and distinguished from the study and 

what actually is measured, namely the regional difference impact on their perceived 

internal benefit of auditing. If the different possible factors are not differentiated from 

each other, there is a risk of an incorrect conclusion. Either the conclusion might be that 

there is a difference even when there is not, a Type I error, or that there is no difference 

when it actually is one, a Type II error. If a study for example wants to examine the wage 

distribution between men and women, but does not take anything else into account the 

actual conclusion might be incorrect. The result may indicate that there is a difference 

and may be considered a further evidence of an unfair wage distribution. However, it may 

actually turn out that women have a bigger salary, in general, due to higher education or 

greater experience. These factors are therefore the basis for the difference, and not the 

gender itself. If the study also took these factors into account, the result may instead 

indicate that there is no difference in pay between the sexes. 

 

A logistic regression is also conducted to analyze if there is a regional difference in the 

perceived internal benefit of auditing. The regression model is a tool to identify if 

variables can be describe as the underlying reasons for the outcome on a specific subject 

of interest (Dahmström, 2005, p. 219). This study tries to identify if a specific set of 

variables can indicate and explain a regional difference between companies in different 

Swedish regions. This will, as opposed to the Chi-Square and ANOVA test, enable how 

each specific internal benefit for each group may explain if they perceive that the benefit 

from auditing exceed the cost. As the logistic regression expects the dependent variable 

to be dichotomous, binary, the test will be slightly different from the previous tests. The 

Chi-Square and the ANOVA test only investigates if there is a correlation between two 

or more variables. The logistic regression test the correlation given a set of certain 

properties (Dahmström, 2005, p. 219).  

 

An alternative procedure is to use a linear regression. However, this approach can be 

uncertain, due to the assumption that the connection between the dependent variable and 

the independent variables is linear (Dahmström, 2005, p. 219). For this reason, the study 

will apply the logistic regression model. Tests such as a multiple regression analysis and 

t-test were rejected to be used in this research. The multiple regression analysis was not 

just because we did not have a numerical dependent variable (Moore et al., 2011, p. 578). 

The t-test was not used because it only examines two means, and as we have several 

means to examine this was not an appropriate test to use (Moore et al., 2011, p. 372).  

 

The significance level is the level required for the researcher to reject the null hypothesis. 

The significance level is compared to the p-value and if the p-value is lower than the 
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stated significance level, the evidence of the test is strong enough and it is statistically 

significant ergo we can reject the null hypothesis. This report will use a significance level 

of 5%. The significance level is denoted by the Greek letter alpha. A 95% confidence 

interval is commonly used by researchers (Moore et al., 2011, pp. 358-359). 

 

It is important for the authors to be aware of type I and type II errors when conducting 

statistical tests. Type I and type II errors affect the rejections and acceptance of the 

hypothesis. Type I error is when the researcher rejects the null hypothesis when it's 

actually true. Type II errors are the opposite, when the researcher do not reject the null 

hypothesis even though it is false (Saunders et al., 2009, p. 452).  

 

Benefit Variable Name 

(1) Auditing as a compensation for the organization's loss of control. OwnerControl 

(2) An increased operative efficiency. InternalControl 

(3) Improved decision basis for the management. Decision 

(4) Credit rating. CreditRating 

(5) Quality & Credibility of the financial statement. QualityCredability 

(6) Audit imposes financial discipline on the company. FinancialProblem 

(7) Frees from personal accountability (CEO and board). Trust 

Table 3. The relationship between the Benefits and Variable name 

Table 3 explains the relationship between questions, benefit and variable name to make 

it simple for the reader to follow in the next chapters of the study.  
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5. Empirical Results 
 

 

This chapter will concern the findings of the questionnaire for this study. The first part 

will contain easier tables and figures with descriptive data, whereas the second part will 

contain the results of the ANOVA, Chi-Square test and regression analysis. 

 

 

5.1 Respondents position in the company and education level 

5.1.1 Position in the company 
 

 
Figure 1. Question 3. Respondents position in the company 

 

It is interesting to see the corporate title of the respondent answering the questionnaire in 

order to make sure that the respondent has enough knowledge about the company and 

their audit entanglements  

Figure 1 describes what position the respondents have within their company. Of the 139 

respondents 91, or 64,47%, have a leading position in the company being the CEO. 20 

respondents are CFO of the company and 27,27%, 24 respondents, have another position 

in the company. There were four non-responses.  A note can be said that most responses 

under the category “Other” answered to be the owner or a partner in the different 

companies. With this in mind it is not wrong to assume that the respondents have a good 

insight in the company and how the company deal with and view auditing.  
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5.1.2 Education 

 

 
Figure 2. Question 4. Which is the answering person highest level of education? 

 

More than half (50,36%), of the respondents have a gymnasium level10 of education while 

56 respondents, 40,29%, have a universitet/högskola11education. Two respondents 

decided to not leave an answer and six of those who completed the questionnaire, 4,32%, 

only have an grundskola12 education. Five respondents (3,60%) gave another answer than 

the suggested alternatives and are presented as “Other”, and often regard to a general 

education they have obtained from the company. The majority of the respondents have a 

higher education than what is gained through the elementary school. 

 

5.2 Relationship with the audit firm 
This second part of chapter five will contain the relationship the different companies have 

with their audit firm. When analyzing the perceived benefits of auditing, it could be 

interesting to make clear what kind of relationship the respondents have with their audit 

firm.  

 

5.2.1 Which audit firm does the company's hire 

 

 
Figure 3. Question 5. Which auditing firm does the company hire for the audit? 

 

                                                 
10 Gymnasie education responds to upper secondary school or high school 
11 Universitet/Högskola corresponds with University/College  
12 Grundskola corresponds with Elemantory school 
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This question was included to see whether the respondents within our limitations use one 

of the classical Big-4 audit firms, or if they use a smaller one. In Figure 3 it is illustrated 

that most of the responding companies use auditing firms not among the classic Big-4 

auditing firms. 63,31% of the responding companies does belong to that category. 50 

companies, or 35,97%, hires one of the Big-4 firms. One respondent did not choose any 

of the three alternatives available. It is likely that the respondent did not know which audit 

firm the company use and for this reason left the question blank, or missed the question 

completely.  

 

In Appendix V diagrams for how each individual group answered can be found. The only 

individual group that stands out from the other groups is Group 1. In Group 1 only three 

respondents use a Big-4 audit firm while 25 respondents use some audit firm outside the 

Big-4 firms. Otherwise it is fairly even distributed between the use of Big-4 audit firms 

and other where Group 4 is the most even.  

  

 

 

5.2.2 External Help 

 

 

 

   

These two questions are constructed to get a hold on whether the responding companies 

use external help with other things than the audit itself. Figure 4 and 5 shows how many 

respondents use external help with the financial statement and the current record of 

accounting. A clearly larger number of respondents get help with their financial statement 

than with the current record of accounting. As can be seen in Figure 6 we can see that a 

total get number of 57 respondents help with the ongoing report and in Figure 5 we can 

see that there are 105 respondents who get help with their financial statement from an 

external partner. Two out of 139 respondents did not answer whether they used an 

external partner to help with the current record of accounting.  

 

In Appendix VI the diagrams for each specific group from Question 6 can be found.  The 

results for each group are quite mixed. In Group 1, 3, and 4 more companies is responding 

“No”, where Group 3 and 4 the majority answer “No”, with 67% and 71% in the negative 

favor. The other two groups have a slight favor of “Yes”.  

 

Figure 4.Question 6. Does the company hire an 

external person/company to help with the ongoing 

report? 

Figure 5. Question 7. Does the company hire an 

external person/company to help with the annual 

financial statement? 
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The group divided diagrams for Question 7 can be found in Appendix VI. The different 

group has very similar results which reflect to the overall result in Figure 5. All groups 

are not far from a 25% “No” and 75% “Yes” ratio.  

 

 

5.2.3 Number of interactions with the audit firm 

 

 
Figure 6.Question 8. How many times has your company been in contact with your audit firm during the last year? 

 

To see the number of encounters with the audit firm is important in order to get a bigger 

picture on how the respondents interact with the audit firm. It is clear that most of the 

respondents have been in contact with their audit firms between 3-8 times in a year. A 

total of 54 respondent falls into that category. The second category, with a total of 35 

respondents, has been in contact with the audit firm 1-2 times. 25 respondents meet with 

their audit firm 16-30 times a year and nine companies meet their firm more than 31 times. 

Only two companies have not been in contact with their audit firm during the last year.  

 

For Question 8 the firm specific diagrams can be found in appendix VII. The results are 

fairly similar to the Figure 6. The note that can be done is that Group 1 tends to have 

contact with their audit firm fewer times than the rest of the groups. Group 4 could also 

be said to have most contact with the audit firm.   

 

5.3 Company Characteristics 
Figure 7-9 illustrates the sample population's distribution in regards to the three set of 

criteria; turnover, total assets, and number of employees. This describes the financial 

profile for the companies that completed the questionnaire, and are therefore included in 

the sample for the analysis. The company characteristics are of interest, and included as 

a part of the questionnaire, to investigate how well the respondents fits in the population 

that the project aims to investigate. That is companies that today have an audit, but may 

be given the opportunity to opt out of auditing in the near future. It can be seen as a 

precautionary measure to ensure the data from the questionnaire. The information 

regarding their perceived internal benefit from auditing are not generalizable to the 

population if the survey does not exclusively and solely investigates the opinion of the 

above mentioned population.  

 

The sample population is already controlled in two previous occasions, both in Retriever 

Business and in Excel. However, both these exclusion processes are based on the same 
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data and the information is from the fiscal year of 2013. For this reason it is relevant to 

examine whether the same group of companies still is of interest to investigate for the 

purpose this study aims to pursue.  

 

 

 
Figure 7. Question 9. Company Turnover 

The majority of the respondents are within the range of interest in term of fiscal turnover. 

The largest proportion of companies in the sample population is within the range of 3 - 

10 MSEK with 72 respondents (51,80%). 8 companies (5,76%) of the respondents have 

a turnover lower than 3 MSEK, and 2 companies (1,44%) have a turnover higher than 83 

MSEK.  The second largest group of respondents is between 10-30 MSEK with a total of 

45 respondents (32,37%). Within 30-50 MSEK there is seven respondents (5,04%) and 

five respondents (3,6%) is between 50-83 MSEK.   

 

  

 

 
Figure 8. Question 10. Total Asset 

 

When it comes to the company's total assets, most of the respondents are within the range 

of interest. The majority have a total asset of 1,5 - 10 MSEK, 81 respondents (58,27%), 

and it is a total of 115 companies in the range of 1,5 - 41,5 MSEK. Of the 139 respondents, 

17 (12,23%) have a total assets below 1,5 MSEK, and there is also 7 (5,04%) above 41,5 

MSEK. 21 respondents (15,11%) were within 10-21 MSEK limit and 6,47% within 20-

30 MSEK and 2,88% within 30-41,5 MSEK.  
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Figure 9. Question 11. Number of Employees 

 

Figure 9 illustrates the respondent’s distribution in regards to their number of employees. 

98 (70,5%) of the respondents have between 4-20 employees while 29 respondents 

(20.86%) have between 0-3 employees. Seven companies is between 21.30 while one 

(0,72%) respective two companies (1,44%) is between 31-40 employees and 41-50 

employees. Two companies have more than 51 employees.  

 

In Appendix VIII diagrams for each individual group can be found. The diagrams of 

number of employees are for obvious reasons not very diverse. The distribution between 

companies in total assets does not show any mentionable diversification and neither does 

turnover.  

 

5.4 What the companies think of auditing 
In this part the respondent’s attitude about auditing and the worth of it will be presented. 

Before explaining the benefits of auditing first the general view of it needs to be 

presented.  

 

5.4.1 Benefits exceeds cost and legal requirement good 

 

  

 

 

 

 

 

 

 

 

 

 

 

It is important for us to see if the if auditing in general is seen as a good thing and if the 

respondents see a general benefit of auditing. As can be seen in Figure 11 most 

respondents believe that the benefit of auditing exceeds the cost of auditing. 64 

respondents are positive to the audit while 22 don't know and 53 do not believe that the 

benefit of the audit exceeds the cost of it. Most of the respondents have a similar view 

Figure 10. Question 14. Do you believe that your 

company has a benefit of the statutory audit? 
Figure 11. Question 13. Do you believe that the 

benefits of auditing exceed the cost for your 

company? 
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when asked if the statutory audit is of benefit for the company. The difference is that five 

more respondents did not know if the company benefit of the statutory audit.  

 

In Appendix IX, the diagrams for each specific group can be found. Two groups believe 

in a higher extent that the benefit of the audit exceeds the cost, while two groups do not. 

One group has the same amount of answers “Yes” and “No”. Group 2 and Group 3 have 

more “Yes” answers while Group 5 have equally many “Yes” and “No” answers. In 

Group 4 there are more respondents who say that they “Don’t know” then “Yes”.  

 

Group 2, 4, and 5 have a general belief that the statutory requirement of audit is of benefit 

for the company. There is a high number in each group that did not know if it a benefit or 

not. Group 4 is the most indecisive with twelve “Yes”, seven “Don't know”, and eight 

“No”.  

 

5.4.2 Opt-out of auditing 
 

 
Figure 12. Question 15. If there was no statutory audit would you still keep it? 

 

Along with the previous part it is important to see if the different companies would opt-

out auditing if they had the chance to do so. Our research shows that 60,43% of the 

respondents would not opt-out auditing if they had the possibility to do so. That is 84 

respondents. Only 27 respondents would opt-out auditing if given the chance to do so, 

while another 27 respondents did not know what they would do in such a situation. One 

company decided not to answer the question. All five groups have a majority of the 

answer “No” when asked if they would opt-out auditing, if they have the chance to. This 

distribution is illustrated in Figure 12. In Group 3 there is 32% that did not know whether 

to opt out auditing or not with only 18% that said they would. Group 4 is the only group 

with a lot higher amount of “Yes” than “Don't know” answers. The same group is also 

the one with the highest “No” score of 70%. The diagrams for each specific group can be 

found in Appendix X. 
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5.4.3 Crosstabulation 
 

ExceedCost * Optout Crosstabulation 

 Optout 

Total ExceedCost Yes No Blank 

 

Yes 6 45 1 52 

Percentage 6,19% 46,39% 1,03% 53,61% 

No 19 26 0 45 

Percentage 19,59% 26,80% 0,00% 46,39% 

Total 25 71 1 97 

Percentage 25,77% 73,20% 1,03% 100,00% 

ChiSquare     0,002 

Correlation     0,358 
Table 4. Crosstabulation of “Benefit exceed cost” and “Opt out" 

 

A crosstabulation makes it possible for the viewer to examine the interdependence 

between the variables (Saunders et al., 2009, p. 439). Table 4 above illustrates a 

crosstabulation between Question 13 and Question 15 in the questionnaire. The table 

explains that six respondents both would opt-out auditing and thought the benefits 

exceeds the cost in the company. The most common correlation is the companies that 

thought that benefits of auditing exceed cost and would not opt-out auditing if they are 

given the chance. For those who thought that the benefits do not exceeds the cost of 

auditing it was fairly even whether they would opt-out auditing, with 19 companies that 

answer “Yes” and 26 that answer “No”. In total, 97 respondents answered both questions. 

The respondents answering “Don't Know” have been removed from the Crosstabulation.  

 

The Chi-Square of the crosstabulation is 0,002, meaning that the results are statistically 

significant and that chance is not affecting the outcome. According to Saunders et al. 

(2009, p. 459) a correlation of 0,3 is considered as weak positive correlation. A correlation 

of 1 is considered as perfect positive correlation and a correlation of -1 as a perfect 

negative correlation. If the correlation is set at 0 it is considered perfectly independent of 

each other. The correlation in Table 4 is 0,358 which mean that it is a weak positive 

correlation. The reason for the relatively low number is that the respondents who did not 

see that the benefits exceeded the cost of auditing were indecisive about whether to opt-

out auditing or not.   

 

5.5 The view of auditing 
Tables 5-12 illustrate the number of respondents from each individual group and their 

certain score for each specific internal benefit. These are the inputs for the Chi-Square 

test that will compute the probability for these outcomes to be random, or if it is a pattern 

that is statistically acceptable.  
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Crosstab CreditRating 

Total  1 2 3 4 5 6 

Group 1 10 5 7 4 2 1 29 

 2 5 5 6 3 8 3 30 

 3 5 5 8 5 2 3 28 

 4 6 4 6 5 1 5 27 

 5 2 9 9 3 1 1 25 

Total 28 28 36 20 14 13 139 
Table 5. Distribution of the respondent’s perceived CreditRating benefit from auditing. 

 

The total number of respondents per specific score for “CreditRating” indicates that most 

of the respondents do not grade this possible perceived internal benefit of auditing 

especially high. A total of 28 respondents grades “CreditRating” to 1, with as much as 

ten respondents from Group 1 and only two from Group 5. Interestingly, only a minority 

of the respondent’s grades that they perceive this as an internal benefit, for example only 

13 respondents gave this internal benefit a score of 6. However, the outcome is relatively 

spread out, and neither any group nor score really stand out beyond what is already 

mentioned.  

 

 

Crosstab FinancialProblem 

Total  1 2 3 4 5 6 

Group 1 6 5 6 8 1 3 29 

 2 4 2 5 8 6 5 30 

 3 2 6 5 5 7 3 28 

 4 2 3 4 4 6 8 27 

 5 2 6 4 6 4 3 25 

Total 16 22 24 31 24 22 139 
Table 6. Distribution of the respondent’s perceived FinancialProblem benefit from auditing. 

Regarding the internal benefit “FinancialProblem”, the respondents have a very scattered 

opinion on the impact the audit have on their company. What can be deduced from the 

Table X, is that there is no obvious consensus in the groups. Albeit contrived, a positive 

trend can be inferred in Group 4. Only two respondents give the internal benefit 

“FinancialProblem” a score of 1, and the number of observable respondents positively 

increased with the scoring, where eight respondents give a score of 6.  
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Crosstab InternalControl 

Total  1 2 3 4 5 6 

Group 1 8 3 8 7 2 1 29 

 2 5 4 8 7 5 1 30 

 3 4 6 9 3 5 1 28 

 4 2 6 3 9 2 5 27 

 5 0 7 9 4 4 1 25 

Total 19 26 37 30 18 9 139 
Table 7. Distribution of the respondents perceived InternalControl benefit from auditing. 

 

Also when the respondents from each company evaluate the perceived internal benefit 

“InternalControl” from the audit there is no obvious difference between the groups. The 

majority grades the “InternalControl” somewhere between a score of 2 and 4, with the 

highest number of respondents overall giving it a score of 3. There is also no respondent 

from Group 5 that gave a score of 1, however the number of respondents decrease as the 

score increase.  

 

 

Crosstab OwnerControl 

Total  1 2 3 4 5 6 

Group 1 11 3 4 4 4 3 29 

 2 7 0 8 7 4 4 30 

 3 8 5 5 2 5 3 28 

 4 4 4 7 7 1 4 27 

 5 5 4 8 2 4 2 25 

Total 35 16 32 22 18 16 139 
Table 8. Distribution of the respondent’s perceived OwnerControl benefit from auditing. 

 

Worth paying attention to from Table 8 is that a large portion of Group 1, eleven of the 

total 29 respondents, grades this aspect of the internal benefit from an audit with the 

lowest score possible. A very marginal difference can be observed regarding the number 

of respondents which assigned a low score from each group, where it decreases from 

Group 1 to 5. Beyond this it is no apparent difference in the perceived internal benefit 

“OwnerControl” between the groups.  
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Crosstab Trust 

Total  1 2 3 4 5 6 

Group 1 5 1 4 6 6 7 29 

 2 5 5 7 6 3 4 30 

 3 7 6 4 4 6 1 28 

 4 2 6 6 5 3 5 27 

 5 3 5 8 4 2 3 25 

Total 22 23 29 25 20 20 139 
Table 9. Distribution of the respondent’s perceived Trust benefit from auditing. 

Table 9 illustrates the distribution of the perceived internal benefit “Trust” from auditing 

for each municipality division. There is a slight difference reflected in the scoring, but 

nothing that can be considered an eye-catching distinction between the groups. If 

something, the opposite is quite striking. The score distribution is remarkably equally 

divided, where each score alternative have a total response rate between 20 and 29. This 

is an indication that no significant difference exist between the groups based on this aspect 

of internal benefits of an audit, but this will be determined in the analysis.   

 

 

Crosstab QualityCredibility 

Total  1 2 3 4 5 6 

Group 1 1 0 2 5 10 11 29 

 2 1 1 3 4 12 9 30 

 3 1 0 4 5 12 6 28 

 4 1 1 2 4 5 14 27 

 5 0 0 3 9 6 7 25 

Total 4 2 14 27 45 47 139 
Table 10. Distribution of the respondent’s perceived QualityCredibility benefit from auditing. 

 

Unlike the previous tables, Table 10 illustrates a clear positive trend in the scoring 

distribution. Only six of the 139 respondents give “QualityCredibility” a score of 1 or 2, 

in comparison 92 scored either a 5 or a 6. However, this positive trend is true for all 

groups and no real difference can be seen. There is a small fluctuation in the score, but 

nothing that suggest a significant difference between the groups regarding this internal 

benefit.  
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Crosstab Decision 

Total  1 2 3 4 5 6 

Group 1 8 3 2 4 9 3 29 

 2 2 4 5 11 5 3 30 

 3 2 5 9 4 6 2 28 

 4 2 4 4 4 5 8 27 

 5 2 2 10 3 7 1 25 

Total 16 18 30 26 32 17 139 
Table 11. Distribution of the respondent’s perceived Decision benefit from auditing. 

Their perception regarding the audit and if it provides a better basis for decisions, a small 

difference can be derived from Table 11. Of the 16 respondents that gave a score of 1, 

exactly half are from Group 1.  Apart from this, no apparent difference is shown. Worth 

noticing is that eleven of the 30 respondents from Group 2 gave a score of 4, while ten of 

the 25 from Group 5 gave a score of 3.  

 

 

Crosstab Benefit 

Total  1 2 3 4 5 6 

Group 1 3 5 6 4 5 6 29 

 2 2 2 5 9 8 4 30 

 3 1 3 8 3 11 2 28 

 4 1 5 3 4 7 7 27 

 5 0 1 10 5 7 2 25 

Total 7 16 32 25 38 21 139 
Table 12. Distribution of the respondents perceived overall benefit from auditing. 

 

Table 12 shows how the different respondents perceive the benefits of auditing. Group 1 

has the most evenly distributed answers. There are not many companies (seven) that gives 

the overall benefit a score of 1 and it is clearly more answers setting a positive score (4 

or higher) than a negative one. The most common score is 5 with a total of 38 responses 

while the second highest is a score of 3 with 32 answers. The general view is more positive 

than negative.  
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5.6 Correlation, Chi-Square, and ANOVA  
 

5.6.1 Consistency of perceived internal benefits 

 

Internal 

Benefits 
Cases Percent Group1 Group2 Group3 Group4 Group5 ChiSqu

are 
Correla

tion 

CreditRating 93 66,91% 2,52 3,43 3,11 3,22 2,80 0,000 0,763 

FinancialPro

blem 
126 90,65% 3,07 3,83 3,64 4,22 3,52 0,000 0,450 

InternalContr

ol 
124 89,21% 2,83 3,20 3,07 3,67 3,32 0,000 0,384 

OwnerContr

ol 
130 93,53% 2,86 3,43 3,00 3,33 3,08 0,000 0,405 

Trust 127 91,37% 3,97 3,30 2,96 3,59 3,24 0,000 0,452 

QualityCredi

bility 
131/137 94,2/98,

6% 
4,93 4,73 4,61 4,96 4,68 0,000/0,

000 
0,536/0,

433 

Decision 120 86,33% 3,41 3,73 3,46 4,11 3,56 0,000 0,478 

Benefit 117 84,17% 3,72 4,03 3,93 4,19 3,96 0,006 0,375 

Total 139 100% 3,41 3,71 3,47 3,91 3,52     

Table 13. Average score for each specific internal benefit for each group, and the consistency of the respondents 

answers 

In the questionnaire the respondents are asked to grade the internal benefits they perceive 

their company obtain through an audit. The range for grading the specific internal benefit 

is between one, suggesting that they do not perceive that their company obtain that 

specific benefit, and six, which indicates that they do consider that they gain that specific 

benefit from an audit. Group 1 for example give the internal benefit an average score of 

3,41 and grade QualityCredibility as the highest at 4.93. In comparison, Group 4 give the 

internal benefits an average score of 3,91 and also grades QualityCredibility as the highest 

perceived internal benefit of auditing, with a score of 4,96.   

 

In addition to this, as a complement to these evaluation questions, the respondents are 

asked to simply answer if they gain anything from the audit on the basis of the same 

internal benefits as before. This is to verify that the particular respondent is consistent 

with their answers in the questionnaire. It will act as a function to ensure the validity of 

the data that is collected through the survey regarding the respondent’s perceived internal 

benefit of auditing for the company. The actual cases of responses that both score a 

specific internal benefit and answered if they perceived an internal benefit from auditing 

varied somewhat. The majority answers both the questions in part 2 and the control 

question in part 3 regarding each internal benefit. However, only 93 (66,91%), of the 

respondents answered both questions regarding CreditRating. Regarding the other 

perceived internal benefits the usable response rate is somewhere between 117 (84,17%) 

and 137 (98,6%).  
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The Chi-Square test, regardless of the variation in responses, yielded a very low number 

for each internal benefit. It is only the perceived overall benefit of the audit that give an 

output within three decimals, 0,006.  The correlation between the grading and the 

verification for every internal benefit is consistently high. The overall benefit perceived 

of an audit have the lowest correlation of 0,375, while CreditRating have the highest of 

0,763. QualityCredibility does also have a rather high correlation, 0,536/0,433.  

 

5.6.2 Chi-Square Tests 

 

Internal Benefits Value Cells <5 ChiSquare Correlation 

CreditRating 26,753 15 0,142 0,219 

FinancialProblem 18,079 21 0,582 0,180 

InternalControl 28,843 16 0,091 0,228 

OwnerControl 19,513 20 0,489 0,187 

Trust 18,139 22 0,578 0,181 

QualityCredibility 17,418 16 0,626 0,177 

Decision 36,053 16 0,015 0,255 

Benefit 23,907 17 0,246 0,207 

     

Table 14. Output of the first Chi-Square test for each specific internal benefit. Based on the second chapter of the 

questionnaire. 

 

As illustrated in Table 14, the individual internal benefits responses are tested to see if 

the outcome from the questionnaire suggests a correlation for the groups and their 

perceived internal benefit, or if it may be due to a coincidence (Saunders et al., 2009, p. 

452). This is controlled with a Chi-Square test, which measure the goodness of fit. This 

probability of independence is measured by calculating how often this distribution would 

be observed if it is due to chance. The table is also combined with a correlation test. The 

output from the Chi-Square test for each internal benefit varies a lot. “CreditRating” 

receive a value of 0,142, whereas “FinancialProblem” have a value of 0,582. 

“QualityCredibility” have the highest number, 0,626, and also the lowest correlation, 

0,177. Worth noticing is that the correlation is low for every perceived internal benefit of 

auditing, even for “Decision” that have a Chi-Square value of 0,015, which have a 

correlation of 0,255.  

 

The Chi-Square test is based on certain assumption about the data that it will compute. 

The sample size have to be as large as possible, due to the calculations expected cell 

count. An adequate sample size require a cell count for each outcome in the data to be at 

least five, otherwise the result may be misleading. All of the perceived internal benefits 

have cells that have an observed count less than five, “Trust” have the highest count of 

insufficient observations with a total of 22 cells. The output from the Chi-Square test is 

in Appendix XI. 
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Internal Benefits Value Cells <5 ChiSquare Correlation 

CreditRating2 7,6 0 0,107 0,286 

FinancialProblem2 5,196 0 0,268 0,204 

InternalControl2 8,022 0 0,091 0,255 

OwnerControl2 4,117 0 0,390 0,181 

Trust2 5,259 0 0,262 0,204 

Quality 4,648 5 0,325 0,188 

Credibility 1,735 5 0,784 0,113 

Decision2 10,821 0 0,029 0,304 

     

Table 15. Output of the second Chi-Square test for each specific internal benefit. Based on the third chapter of the 

questionnaire. 

 

To verify the result, a second Chi-Square test accompanies and complements the original 

test. The result is illustrated in Table 15. The difference is that this second Chi-Square 

test is based on the control questions in part three of the questionnaire. They measure the 

same perceived internal benefits of audit, but instead of asking the respondent to evaluate 

the individual benefit between 1 and 6, they will simply answer if they perceive an 

individual internal benefit from audit or not with “Yes” or “No”. The table for the output 

of this Chi-Square test is in Appendix XII. The main difference is that the majority of the 

internal benefits now have zero observed count less than five. Only “Quality2” and 

“Credibility2” still have an observed cell count below this limit. Despite this, the test still 

indicates a high uncertainty in the outcome, with relatively high values for almost all 

internal benefits. It is only “Decision2” that have a low value, 0,029. “Decision2” also 

have the highest correlation of 0,304.  

 

5.6.3 Analysis of Variance 

 

ANOVA 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 ,262a 0,069 0,019 1,391 

 

 
Sum of 
Squares Df Mean Square F Sig.  

Regression 18,665 7 2,666 1,378 ,220b  

Residual 253,465 131 1,935    

Total 272,129 138     

 

Table 16. The output from the analysis of variance test 

 

The ANOVA test conducted is based on the seven variables that define the perceived 

internal benefit of auditing. These are set against the municipality division of the 

respondents. This is to investigate whether they can describe the distribution of the score 

for each group, and if the municipality divisions are significant divergent in terms of 
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perceived internal benefit. When looking at the output from the ANOVA, the most 

important part is the F-value (Moore et al., 2011, pp. 752-753). The F-values basic 

principle is that it is comparing the variation within the groups with the variation between 

the groups. The F-value will be bigger if the variation is big between the groups and if 

the variation is small within the groups. The F-value in our report is not significant, as 

0,220 is bigger than 0,05 (Norris et al., 2014, p. 210) and it is therefore unnecessary to 

look at the other values. “Benefit” is not included in the ANOVA test. The reason is that 

“Benefit” is an overall grade and not a specific advantage of auditing. 

 

In Appendix XIII the output from the second ANOVA test, where the control question in 

part three of the questionnaire are tested against the groups, can be found. The ANOVA 

tells us that only Decision2 is statistically significant and have an F-value of 2,854. The 

F-value in this case is rather low even if it's statistically significant.  

  

In Table 16, the R-Square and Adjusted R-Square is presented. The R-Square is reported 

at 0,068 and the Adjusted R-Square at 0,019. The general thought of these numbers is 

that the higher the number the better, where 1 is the highest. The numbers explain how 

much the dependent variable, group, is explained by the independent variable benefits 

(Moore et al., 2011, p. 106). The R-Square is very low and thus the independent variable 

cannot be explained by the dependent variable.  

 

5.7 Logistic Regression 
The logistic regression is conducted by trying to explain the respondent’s attitude 

regarding their perceived net benefit of auditing. The model controls whether the outcome 

of how the companies perceive that the benefit of auditing exceed the cost can be 

explained by their perceived internal benefits and the company's regional position in 

Sweden (Moore et al., 2011, p.621). To control how the regional difference can explain 

if the company perceive that the benefit of auditing exceed the cost, these groups have to 

be recoded to a set of dummy variables. From the data, that specifies the location of the 

company, five set of dummy variables are created, where Group 1 is the constant variable. 

They will act as a control variable in the regression model, and will answer if the observed 

distribution can be described by these independent variables (Dahmström, 2005, p.223). 

The analysis will also include other variables that may also have a descriptive power on 

the perceived net benefit of auditing. These are variables to describe the size of the 

company, the total asset, and the overall engagement with the audit firm. This can be 

called a multiple logistic regression model (Dahmström, 2005, p.222). Other variables 

could also be included in the regression model, but they are excluded due to the risk for 

multicollinearity. Multicollinearity is when two variables that have a high correlation. 

This correlation between the variables can make the regression analysis unreliable 

(Moore et al., 2011, p.610). The output from the logistic regression analysis, combined 

with a correlation to measure the multicollinearity of the variables of interest, are included 

in Appendix XV.  

 

The multicollinearity test indicates that the turnover and the number of the employees 

describes the same thing. For this reason, only one should be included in the logistic 

regression. The total assets however is not correlated to any of the other independent 

variables tested before the logistic regression, and are therefore the only measurement to 

describe the size of the companies included in the regression model.  
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Model Summary 

-2 Log Likelihood Cox & Snell R Square Nagelkerke R Square 

132,642 0,216 0,289 

 

Overall Prediction Percentage 64,1 

 

Variables B Sig. 

TotalBenefit 0,100 0,000 

TotalAssets1 2,618 0,120 

TotalAssets2 1,464 0,341 

TotalAssets3 2,471 0,131 

TotalAssets4 1,169 0,507 

TotalAssets5 0,343 0,862 

TotalAssets6 2,518 0,177 

OngRep 0,011 0,982 

FinancialStmnt 0,486 0,376 

Group2 0,677 0,302 

Group3 0,942 0,147 

Group4 −1,082 0,142 

Group5 −0,223 0,736 

Constant −4,945 0,011 
Table 17. Logistic Regression 

The Table 17, first defines how well the model fits, i.e. how well the independent 

variables describes the dependent variable, which in this case is they perceive that the 

benefit of auditing exceed the cost. The Cox & Snell R Square and Nagelkerke R Square 

are both called Psuedo R Square measurements, and can be between 0 and 1. The outcome 

for this regression model is 0,216 which indicates that the model does not describe the 

dependent variable very well. The aim is to get a value as close to 1 as possible, which 

would indicate that the dependent variable is perfectly described by the model and the 

dependent variables at hand. The overall prediction percentage also indicates how well 

the model fits, and the prediction from the analysis is correct 64,1% of the cases. The 

logistic regression also calculates if the independent variables is statistically significant 

and to which degree it describes the dependent variable. The B-value from the regression 

indicates if the independent variables have a positive or a negative effect on the dependent 

variable. The most interesting is however the significance for each variable. In this case, 

the only independent variable that is significant is TotalBenefit, which is the sum of all 

the internal benefits defined in the study. This indicates that only these internal benefits, 

from our questionnaire, can describe the dependent variable, and are most likely not a 

perfect predictor in itself.    
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6. Analysis 
 

 

A discussion about the general analysis will begin this chapter. After this all the different 

internal benefits stated in chapter three will be analyzed in individual parts. The chapter 

will end with a comprehensive analysis to finish the chapter.  

 

 

6.1 General analysis 
Part one of the questionnaire consist of variables that may prove to be of interest for 

further analysis of the possible regional difference in perceived internal benefit of 

auditing. The idea is that, if the null hypotheses can be rejected, to discern the differences 

between the groups. The difference in the perceived internal benefit among companies 

that may be affected by a future legislative amendment regarding the audit requirement 

from different regional divisions may include other distinct differences. The reason for 

this is to deepen the understanding of a possible regional difference.  

 

The descriptive data does however not indicate many apparent differences between the 

groups. The only group that was obviously different from any other was Group 1 in regard 

which audit firm they employed. The difference is that there are clearly less companies 

using a Big-4 audit firm in Group 1 than in the other groups. This can be compared to 

Svanström (2008) results that indicated that companies from Stockholm, which is one of 

the municipalities in group 1, tend to use Big-4 audit firm to a higher extent than those 

from Norrland and Småland.  

 

There are indications that companies that perceive that their benefit of auditing exceed 

the cost would not opt-out auditing if they had the opportunity. This outcome is 

statistically significant. This outcome can be argued to be obvious, it is logical to continue 

using a service that is beneficial for the company. There is rarely a justification to cease 

a service that have a positive net benefit for the company. This can also be backed up by 

the findings of Collis et al. (2004), Collis (2010), Collis & Jarvis (2000) and Oliverio & 

Newman (2005) who also finds that audit brings value to the company. However, Oliverio 

& Newman (2005) are looking at fortune 500 companies which is larger companies and 

since Collis & Jarvis (2000) concludes in their research that smaller companies are more 

inclined to opt-out auditing it is not sure that Oliverio & Newman (2005) result is 

comparable to ours. Still our findings are comparable with the work of Collis et al. (2004), 

Collis & Jarvis (2000) and Collis (2010) and those shows indications that there really is 

beneficial to use an audit. However, six respondents would opt out audit even if they 

perceive that the benefit exceeds the cost. In addition to this, 26 of the respondents 

perceive that the benefit of auditing does not exceed the cost but would still continue to 

have an audit. It is nonetheless a correlation between how the companies perceive the 

benefit of auditing and whether they would opt out auditing. A company that perceive 

that their benefit from auditing exceed the cost will most likely continue to have an audit, 

although they have the opportunity to waive the service. Unfortunately, the result is based 

on a limited number of respondents. The total number of respondents is further reduced 

after removing responses of the questionnaire that is not included in the population of the 

sample. This limits the opportunity to be able to draw any conclusions regarding regional 

differences in the perceived internal benefit of auditing. This will become apparent later 

in the analysis.  
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6.2 Auditing as a compensation for the organization's loss of control. 
In the research conducted by Svanström (2008), three internal benefits are presented, one 

of which is the compensation for the organization’s loss of control. Auditing, in regards 

to the findings Svanström (2008) presented, bring a better control over the overall 

structure of the company. This is also suggested by the agency theory, which indicates 

the need for an audit due to the loss of control for the manager. One hypothesis is 

formulated to test this theory, and is defined as:  

 

HA0: All companies perceive the internal benefit “OwnerControl” equally.  

HA1: All companies does not perceive the internal benefit “OwnerControl” equally. 

 

Abdel-Khalik (1993) argues that the larger the company, the larger the loss of control. In 

this thesis we have studied rather small organizations and it is likely that they do not feel 

a loss of control since there are not many hierarchy-levels within the company. Therefore 

they might not see this as a great benefit of auditing. However, our attempt to reject the 

null hypothesis is conducted by a Chi-Square test, which is combined with an analysis of 

variance. It is impossible from the data collected to say if there is a regional difference in 

regards to the perceived internal benefit “OwnerControl” due to the uncertainty of the 

Chi-Square test. The result from the Chi-Square may very well be the result of a random 

outcome that is not generalizable to the population. The explanation for this may be 

because of the low response rate, or due to the high number of cells in the test with an 

observed count less than five. But this explanation is also not possible to neither confirm 

nor deny. The null hypothesis is therefore impossible to reject, and any conclusion 

regarding the regional difference in how companies perceive auditing as a compensation 

for the organization’s loss of control will be left open. 

 

A second Chi-Square test is conducted alongside the primary due to the high number of 

observed cells with a count less than five, which result in a very uncertain result. The 

second Chi-Square is based on the control questions from the third part of the 

questionnaire. It is a test to see if the companies perceive the benefits “OwnerControl” 

from auditing at all, and if there is an observable difference between the groups. The 

second test had a more reliable result, due to the fact that none of the cells have an 

observed count less than five. However, the result does not add any arguments to reject 

the null hypothesis. The observed perceived internal benefit “OwnerControl” may very 

well be due to a random outcome. Due to this we cannot confirm nor reject what Abdel-

Khalik (1993) proposes in his article.  

6.3 An increased operational efficiency 
According to Svanström (2008) many companies are using the audit as an internal control 

system in order to increase the operational efficiency. This could be a very important way 

for smaller companies to save money and in the end grow and become bigger. The 

hypothesis tested in regard to this internal benefit is:  

 

HB0: All companies perceive the internal benefit “InternalControl” equally.  

HB1: All companies does not perceive the internal benefit “InternalControl” equally. 

 

Our research shows that the groups do seem to perceive the benefit fairly similar when 

looking at the average score for all groups. The result from the primary Chi-Square test 

is based on data which does not meet the assumptions required by the calculation. This 
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makes the result indefinite and therefore not suitable to base the conclusion on. The 

second Chi-Square however is more reliable. The outcome is still the same, the result is 

not significant enough and most likely due to a random observation. 

 

Both the Chi-square tests conducted in this research are not in our favor and we cannot 

reject the null hypothesis. For this reason are we unable to confirm what Chow (1982) 

concluded, which was that an external auditor will perform a given task better than an 

internal auditor and therefore increase the internal operative efficiency of the firm.  The 

internal benefit “InternalControl” could or could not be perceived as an equally high 

benefit of auditing through the different regions.  

 

6.4 Improved decision basis for the management 
The last advantage that Svanström (2008) mention is improved decision basis for the 

management. The main role for the audit is to ensure the quality and reliability of the 

data. This is a central part for the management to be more efficient and base their decision 

on reliable information. The hypothesis, to see if this perceived internal benefit 

“Decision” differs for companies from different regions of Sweden, is defined as: 

 

HC0: All companies perceive the internal benefit “Decision” equally.  

HC1: All companies does not perceive the internal benefit “Decision” equally. 

 

The organizations we have investigated are quite small, and are within the limitations of 

the companies Collis et al. (2004) researched. Collis et al. (2004) states that smaller 

companies tend to have more error than larger companies. Therefore it is likely to believe 

that the companies we investigated would see this benefit as a great one since companies 

want the best possible foundation to make their decisions on.  

 

From the results from the previous chapter, there is a significant possibility that the 

observation is generalizable for the population. The first Chi-Square test indicates that 

the outcome is not due a random observation, with a value of 0,015. This is well below 

the significance level for this study and indicates that the observed distribution only in 15 

cases of 1000 is due to chance. The correlation between the groups and their perceived 

internal benefit “Decision” from auditing is not very strong. With a correlation of 0,255 

indicates that there is a positive trend between the groups. For example, companies from 

group 4-5 generally rates this internal benefit higher than those from group 1-2. This trend 

however is not strong enough to be certain that it is true, there is a large spread in the 

possible outcome that make the correlation low. In addition to this, the test itself is not 

possible to accept due to the high number of cells with an observed count less than five. 

Due to this, the null hypothesis cannot be rejected with the first Chi-Square test.  

 

The second Chi Square does also indicate that the observation is generalizable to the 

population. The outcome is still below our significance level, and the cells with an 

observed count less than five is now zero. The correlation is improved, with a value of 

0,304. This indicates that there is a correlation between the groups and the perceived 

internal benefit “Decision” from auditing. This second test indicates the same result as 

the first Chi-Square, but is also more reliable. We cannot confirm nor reject that auditing 

gives a better decision basis for a company as hypothesized earlier on and suggested by 

Svanström (2008). 
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6.5 Improved Credit Rating 
As Lennox & Pittman (2011) concluded from the British market, companies that 

voluntarily have an audit receive a much higher credit rating. Kim et al. (2011) also found 

that companies in Korea get a lower interest rate if they have an audit. As this subject is 

very well researched, this trend should be apparent in our result. The hypothesis is defined 

as follows:  

 

HD0: All companies perceive the internal benefit “CreditRating” equally.  

HD1: All companies does not perceive the internal benefit “CreditRating” equally. 

 

As bank loans are the most common way for small companies to receive financing (Bruns 

& Fletcher, 2008) this benefit should be of great importance for the companies. The 

empirical findings from the questionnaire is however uncertain. The result from the 

primary Chi-Square points out that the observed distribution of the score from the 

respondents from each specific municipality division is not generalizable to the 

population. As our confidence interval is 95%, the result from the Chi-Square test have 

to be below 0,05, and this requirement is not met. Due to this, the null hypothesis cannot 

be rejected, nor confirmed. The correlation that is computed from the observation is most 

likely due to chance, but this is also uncertain because of the low response rate. The 

number of cells in the test that have a observed count less than five is too high, which 

result in a very low reliability of the test.  

 

The second Chi-Square does not change the result. The test itself is more reliable, but the 

observation may be a random outcome, and does not meet the significance level set for 

this research. The null hypothesis can thereby not be rejected from the empirical findings 

for this study. Because of this are we unable to further confirm what previous studies 

suggested, namely that companies using an audit has a lower interest rate compared to 

other companies and does also have a higher credit rating (Blackwell et al., 1998; Dedman 

& Kausar, 2012; Duréndez Gómez-Guillamón, 2003; Lennox & Pittman, 2011; Kim et 

al., 2011; Thorell & Norberg, 2005). 

6.6 Quality & Credibility of the financial statement 
As Breesch et al. (2012) found in their research, the majority of the companies in Belgium 

consider the credibility of the financial statement as their main benefit from auditing. The 

research conducted by Oliverio & Newman (2005) had a very similar result. Collis & 

Jarvis (2000) find indications that companies might not be certain that auditing improves 

the quality. However in the same research they find that a statutory audit is perceived to 

increase the quality (Collis & Jarvis, 2000, p. 65). The hypothesis for these perceived 

internal benefits of auditing is formulated as follows:  

 

HE0: All companies perceive the internal benefit “QualityCredibility” equally.  

HE1: All companies does not perceive the internal benefit “QualityCredibility” equally. 

 

In Thorell & Norbergs (2005) investigation 61% of the companies see that the credibility 

of the financial statement increases with an audit and 51% sees that the quality increases. 

As Breesch et al. (2012) found the same result for the credibility of the financial statement 

it could been expected that our result would been in the same range. However, the primary 

Chi-Square test indicates that there is basically no correlation between the perceived 

internal benefit “QualityCredibility” and the regional position of the company. The result 

is most likely due to a random outcome than the actual, generalizable, truth. The test is 
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most likely inaccurate due to the high number of cells with an observed cell count less 

than five. This assumption that the Chi-Square have a great impact on this research. With 

a higher response rate, this would most likely not be a problem. The uncertainty leaves 

no other choice than to leave this part of the study open for further research. The null 

hypothesis cannot be rejected, thus there is no possibility to say if there is a regional 

difference in this regard of auditing.  

 

The second Chi-Square test is also uncertain. It is only in regards to “Quality” and 

“Credibility” that this second test inherent assumption is not met. The result is therefore 

most likely because of a random observation and not generalizable for the population of 

interest. The null hypothesis cannot be rejected.  

 

6.7 Audit imposes financial discipline on the company. 
Earlier research indicates that statutory audit entails a financial discipline in the company. 

Tabone & Badacchino (2003) found that all elements of a company; owner, manager, and 

the personnel perceive incitements to perform to their best effort. This due to the 

possibility for the audit to find the errors that otherwise may occur. The discipline that 

audit may apply is thought to improve the financial reporting process (Oliverio & 

Newman, 2005, p. 4).  

 

HF0: All companies perceive the internal benefit “FinancialProblem” equally.  

HF1: All companies does not perceive the internal benefit “FinancialProblem” equally. 

 

The primary Chi-Square regarding the company's scores for this internal benefit does not 

indicate that there is a regional difference. The correlation is very low and the result 

cannot be generalized since it very likely that the outcome is random. The test is also 

uncertain due to the low response rate as indicated by the 21 cells that have an observed 

cell count less than five. The null hypothesis cannot be rejected, and the data does not 

indicate any regional difference in the company’s perceived benefit of auditing regarding 

“FinancialProblem”.  

 

The secondary Chi-Square test does not provide any other conclusion due to the high 

uncertainty. The test itself is viable, but the data is most likely due to a random outcome. 

The test states that the outcome would not be representable for the population in 268 of 

1000 cases. No contradiction to the first Chi-Square can be added, the null hypothesis 

cannot be rejected. Neither can we see that there is a regional difference nor can we see 

that companies see this as a benefit of auditing, disagreeing with what previous authors 

have found.  

 

6.8 Frees from personal accountability 
The final hypothesis that is tested is to confirm or deny any regional difference regarding 

the internal benefit “Trust” perceived by the companies. The research question for this 

study is to answer if private limited companies from different regions, which may be 

affected by a future change in legislation regarding voluntary auditing, perceive the 

benefits of auditing differently. Due to this it is important to observe this in all aspects of 

the perceived internal benefits. The hypothesis is defined as follows:  

 

HG0: All companies perceive the internal benefit “Trust” equally.  

HG1: All companies does not perceive the internal benefit “Trust” equally. 
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This is the most central aspect of agency theory, as it describes the necessity for a third 

party to confirm the financial statement that the management present for the stakeholders, 

and therefore permeate reliability to the information between the parties. Our test does 

not indicate any significant regional difference in this regard. The primary Chi-Square is 

too uncertain and gives an output that indicates that the observed distribution of scores 

from the different groups are most likely random. However, the test itself is also uncertain 

due to the high number of cell counts with an observed respondent amount less than five. 

The null hypothesis cannot be rejected with a significance level of 5%, and any regional 

difference in regard to “Trust” cannot be confirmed, nor denied.   

 

The secondary Chi-Square test does not shed any additional light on the subject. The test 

inherent assumptions are met, but the result is most likely due to a random outcome. The 

correlation is also not satisfying. The result from the research will remain that the null 

hypothesis cannot be rejected.  

 

6.9 Comprehensive analysis 
As the previous parts of this analysis indicate, the majority of the internal benefits 

previously defined did not differ enough between companies from different municipality 

groups. This implies that the research questions set cannot be answered with these 

variables. The problem with the outcome is mainly due to the low response rate, which 

makes is impossible to statistically ensure the result from the questionnaire. The survey 

itself may also have some shortcomings, which will be discussed later in this study.   

 

The respondents were also asked to answer how they perceived the overall internal benefit 

from auditing. A Chi-Square test will indicate if there is a regional difference in their 

overall perceived benefit of auditing. Combined with this an analysis of variance, 

ANOVA, was conducted to compare the means for each group and each specific internal 

benefit. This analysis will indicate if each group's mean is the same.  

 

The result of the Chi-Square test for the overall benefit of auditing is not sufficient. The 

test is not acceptable because of the assumption the test makes regarding the number of 

observations in each cell is not met. The amount is insufficient in 17 of the cells and 

affects the result of the Chi-Square. Due to this, no further analysis can be added from 

this test. 

 

The ANOVA is executed to analyze how much the dependent variable is explained by 

the independent variable. As expected, given the earlier Chi-Square tests, this ANOVA 

test also indicates that there is a very weak correlation between the defined internal 

benefits for this research and the groups.  

 

These additional tests are conducted in order to ensure the possible outcome from each 

specific internal benefit defined for this research. If the result where that all null 

hypotheses could have been rejected, it would most likely been possible to distinguish the 

same pattern in these tests. However, the previous analysis indicates that that only one of 

the null hypotheses can be rejected. Instead, they demonstrate the uncertainty in the data 

that have been collected through the survey. It is therefore impossible to demonstrate any 

statically significant difference in the perceived internal benefit from auditing. The 

analysis from the questionnaire cannot indicate any regional differences in the perceived 
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internal benefits of auditing between companies that may be affected by a future law 

amendment regarding voluntary audit. The logistic regression analysis does however shed 

some light on if the companies perceive any benefits from auditing. When combining all 

internal benefits into one total benefit, which we did in our logistic regression, we could 

see that this variable were the only factor that could predict the overall benefit of auditing. 

The significance was satisfactory, but the correlation was not as high as expected. 

Nonetheless, our study can demonstrate that there is a connection between the overall 

benefit of auditing and the private limited companies perceived internal benefit of 

auditing.  However, any regional difference could not be distinguished in this study and 

the research question is thereby still unanswered and the purpose is also not fully met.  
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7. Considerations & Limitations 
 

 

This chapter contain considerations regarding the different chapters in the study. It will 

start by explaining the methodological considerations and then continue with the 

theoretical considerations. The chapter will then discuss the considerations about the 

method chapter and finish with an ethical discussion about the study.  

 

 

7.1 Methodological Considerations & Limitations 
There is not much theory that coincides with our actual need for this paper. Therefore an 

abductive approach could have been an alternative to follow instead of the deductive 

theory used in this study. Theories, such as the agency theory define the demand for 

auditing, and research from different authors have proven several research gaps on the 

subject. However, there is not much of a theoretical foundation to use regarding the 

possible regional difference in perceived internal benefit from auditing. It is only Collis 

(2010) and Svanström & Boter (2012) that to an appreciable extent tried to investigate 

this in the past, and this may be considered insufficient to support this research. 

 

If we would have used an abductive approach from the beginning the questionnaire would 

have a different layout, making it possible to create a new theory. Using an abductive 

theory would have influenced the study from the beginning and it could have reflected on 

many of the parts in the study that now follows a deductive approach.  

 

7.2 Theoretical Considerations & Limitations 
In retrospect the theoretical knowledge gap could have been too narrow for this degree 

project. The knowledge gap might also have been too far from the previous research 

within the subject of auditing. Even if it can be considered similar to the previous 

research, there has not really been any research considering the actual benefits of auditing. 

This is a great limitations as there is not much real and relevant research to use in the 

theoretical chapter of the degree project. This can maybe be explained by the fact that 

auditing is for many companies enforced by law and that many organization and 

researchers already have a predetermined view of the benefits that an audit might give. 

As the research has proceed we have come to realize that a better researched area should 

have been the cornerstone from which our thesis should have grown out from. The 

specific benefits used in this degree project are all coming from different articles and 

authors. These was chosen by the authors of this degree project at an early stage in the 

work as we saw them as reasonable and thought there would be many articles confirming 

them. This was unfortunately not true and this goes especially in hand with benefit 7, 

frees from personal accountability. It was a mistake to use this as a benefit as it can barely 

be found in any literature. It should therefore have been excluded from the study.  

 

As previously discussed many of the benefits are intertwined and very dependent of each 

other. It was crucial for us to divide and separate the benefits in order to make our research 

work in a reasonable way. This has been argued about in chapter 3.3.8.   

 

A very apparent struggle we had with this degree project was to find a suitable 

geographical definition to act as a basis for our research. In auditing or similar research 
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fields there is, that we are aware of, no acceptable regional criterion to use.  It is therefore 

difficult to justify our classification of municipalities as they do not take into account their 

difference regarding the business entities demand for auditing. For this reason it might be 

considered inappropriate, but an alternative approach would have the same deficiency. 

The most corresponding alternative would have been to use the same regional groups as 

Svanström (2008). However, this would impose additional complications since different 

counties in Sweden looks very different. Svanström (2008) only takes into account three 

regions include major cities as well as rural areas from which the business climate could 

be very different. There are also too many counties in Sweden and they have all different 

amounts of companies in them, so comparing all of them would be unsuitable for this 

degree project., Småland, Stockholm, and Norrland, which does not have the same 

geographical or dimensional limitations. Norrland for example includes the entire 

northern part of Sweden. Instead choosing different counties could be very problematic 

since counties could  

 

The municipality groups chosen has no literature anchoring.  There is no possibility to 

discuss them in terms of the different benefit we have listed since the definitions are not 

found in any auditing literature. The closest alternative at hand is to use Svanström’s 

(2008) geographical subdivision, and therefore only investigate the difference between 

Småland, Stockholm, and Norrland. The problem that arises is however that his definition 

also lacks an established and conventional theoretical support. For this reason we choose 

to use an accepted definition for the different municipalities and Sweden. This is without 

taking into account their actual impact on the private limited companies difference in 

regard to perceived internal benefit of auditing. However this is comprehensible, and also 

acceptable, with the general lack of knowledge of regional difference in this research 

field. A potential discussion would be very biased and only be the thoughts and comments 

of the authors of this term paper. This would in our opinion only reduce the scientific 

value of this term paper and be of no use. 

7.3 Method Considerations & Limitations 
As previously mentioned, we were unable to obtain any answers for our pilot study. As 

we received the first completed answers from the questionnaire, smaller faults was 

revealed that probably could have been corrected and improved through a well 

implemented pilot study. Because no answers were received for the pilot study, the 

questionnaire largely stayed the same way as the original draft. Some few modifications 

were done throughout the construction of the questionnaire, but that might not been a 

sufficient amount. In hindsight it would have been a good choice to send a reminder to 

the respondents of the pilot study, or to have send the pilot study to a greater number of 

companies. To improve the study further, a larger sample size could have been used. With 

a larger sample size it is reasonable to believe that the answering frequency would have 

improved, giving the study more reliable data.  

 

There are also other aspects of the questionnaire that could have been altered to improve 

the quality. Simple explanations to some of the questions would have made it easier for 

the respondents to understand the questions, and explain what is investigated with the 

different questions. Rearranging some of the question could have made it clearer what 

kind of question each part actually consist of.  This could have contributed to a clearer 

structure of the questionnaire and thus clarify the justification for the questions. The pilot 

study could also have shown that it evidently was not crystal clear to the respondents that 
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they were chosen by a random sample, which is very important to explain (Patel & 

Davidson, 2003, p. 70). 

 

The questionnaire could have been shorter in order to get a more response friendly 

questionnaire. The control questions in the third part of the questionnaire might be 

redundant for the purpose of the study, as they are only to control the consistency of the 

respondents’ perceived internal benefit of auditing. It they were excluded the 

questionnaire would have been shorter, and the response rate might have increased.  

Asking for the company name could probably been avoided. The study does not benefit 

anything from knowing the company name, as it did not bring any advantage to the 

questionnaire. Excluding the question would have kept the questionnaire completely 

anonymous.    

  

The different alternatives in Questions 9-11 are not very well constructed. Alternative 

three in Question 11 should not have been 4-20 employees as the range is too big 

compared to the rest of the alternatives. This results in an unfair distribution of the 

respondents’ number of employees making it possible to misinterpret the data. Also the 

alternatives in Question 10 should have been changed. The alternatives do not correspond 

to the options in Question 9. It could have been advantageous to use the same scale to 

make them more relatable to each other, but also to better resemble the Swedish and EU 

law concerning voluntary audit. Due to the different gradation, the responses in Question 

9 and 10 cannot be directly compared. This could have been solved by dimidiate the 

alternatives from Question 9 to the Question 10.  

 

An obvious mistake made was to combine the internal benefits quality and credibility of 

the financial statement into the same question. This question is directly extracted from 

Svanström (2008) to increase the validity of the questionnaire. As it was defined as 

separate internal benefits in this study, they should have been set as two separate 

questions. One should also take into consideration that Question 12 might be misleading. 

As the respondents are the subject of the question they might be unconsciously biased as 

they are asked to evaluate another’s ability to control their performance. In general the 

questionnaire should have been more adapted to the research question, instead of using 

proven questions to increase the validity.  

 

Instead of using an interval-scaled question to determine the perceived internal benefit of 

auditing, a ranking style question could have been used. Using a ranking style question 

could have increased the precision of the answers, and make it possible to determine what 

the different companies see as the most important benefit of auditing (Saunders et al., 

2009, p. 378). This would have given us a clearer view and a possibility to force the 

different companies to rank the internal benefits among each other. From there a regional 

difference might have been possible to find.  

 

The database used to collect the companies is Retriever Business. One of the limitations 

of Retriever Business is that it does not have the email addresses to the different 

companies. This forced us to do a time demanding project of retrieving the addresses 

manually. When searching for email addresses there was many companies that did not 

have an email or a suitable contact method. This forced us to search for more companies 

in order to have a complete sample.  
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The groups used to divide the different companies were chosen from a lack of alternatives. 

The reason for choosing them was to get an already approved model rather than create an 

arbitrary model of our own. After some consideration we revised the original division, 

constructing five groups out of the original ten.  

 

7.4 Ethical Considerations 
Ethics and an ethical behavior when writing a thesis refers to “the appropriateness of your 

behaviour in relation to the rights of those who become the subject of your work, or are 

affected by it” (Saunders et al., 2009, p. 183).  

 

The basic ethical considerations usually concerns willingness to participate, integrity, 

confidentiality, and anonymity (Bryman, 2011, p. 131). According to Bryman (2011, pp. 

131-132) and Dahmström (2005, p. 358) there are four ethical policies concerning 

Swedish research, the information demand, the demand for approval, the confidentiality 

demand, and utilization demand. The information demand is about the researchers need 

to inform the respondents about the purpose of the research and to ensure they know that 

the study is completely voluntary and can be canceled at any time. The demand for 

approval concerns that the participant can choose to be or not to be in the research. 

Confidentiality demand explains that the personal information stated by the participant 

shall be used with the utmost confidentiality and respect. Utilization demand is that the 

personal information will only be used within the stated purpose (Bryman, 2011, pp. 131-

132). Our research is accepting all those conditions that Bryman states and does not 

violate any of them.  

 

When presenting our questionnaire to the respondents we have been very clear in what 

our research is about and how the answers will be used. The respondents have also have 

the possibility to be anonymous when answering the questionnaire in order to preserve 

the identity of both the company and the respondent. Other company information we have 

asked for is public knowledge that can be found in the financial reports. We believe that 

we have been able to follow the demands and that the respondents’ information has been 

used with ethical considerations.   

 

In our research we send a total of three emails to the respondents, were two where 

reminders, for the companies to answer our questionnaire. This might not be unethical 

per se, but we understand that the companies might think it is a bit inappropriate and 

might intrude on their integrity. This might annoy them. Unfortunately there was a need 

to send reminders in order to obtain a more suitable number of answers and there was not 

much we could do about it. Patel & Davidson (2003, p. 70) states that it is important to 

send reminders, but when doing the research anonymous it can be very hard to know who 

has already answered. 
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8 Conclusion and further research 
 

 

In this chapter of the study a conclusion of the research will be made. The second part 

will discuss suggestions of further research based on this degree project.  

 

 

8.1 Conclusion 
The purpose of the research is see if there are any regional differences in the perceived 

internal benefit of auditing. Many European countries have a higher threshold for 

voluntary audit than the Swedish legislation accepts. There has been some evidence that 

Sweden might want to increase their limit in a relative near future. Also the perceived 

benefit of auditing is a subject that needs to be constantly revised to help audit firms to 

specify their range of services. This research means to create a theoretical ground on 

which the government could base their decisions on if a legislative change is discussed.   

To do this a quantitative study has been made trying to find out how companies in 

different regions perceive different benefits of auditing.  

 

The data received from 139 companies through an internet based questionnaire is 

analyzed through different statistical methods. The methods used are the Chi-Square test, 

ANOVA and a Logistic Regression analysis. The result gathered are scarce and 

indecisive.  

 

Through the Chi-Square tests one of the perceived internal benefits, namely “Decision”, 

is found to have a regional difference between the groups. However, the correlation is 

weak and one individual internal benefit cannot be sufficient to conclude that here is a 

regional difference. The ANOVA confirms that the internal benefits are not significantly 

different between the regions.  

 

The Logistic Regression could not find that regional differences have a statistical impact 

if the companies perceive that the benefit of auditing exceed the cost. However the 

findings indicate that the internal benefit that are defined in this study can describe if a 

company perceive a positive net benefit of auditing. Other variables such as total asset 

and how often the company interact with the audit firm was found not to have a statistical 

significance.   

 

The research question for the degree project is as follows:  

Does private limited companies from different regions, which may be affected by a future 

change in legislation regarding auditing, perceive the benefits of auditing differently?  

 

This study can therefore not conclude that there is a difference in how companies from 

different region perceive the benefits of auditing. This is very unfortunate. Our 

expectations was that our research would demonstrate similar results as Svanström 

(2008), even though we had a different approach. This may derive from the fact that we 

had a very low response rate, but this is nothing we can confirm nor deny. We were 

actually surprised to see that the number of responses was not sufficient. It is expected to 

have a low response rate with an internet mediated survey, but a response rate of 13,93% 

is actually considered acceptable in many cases. Evidently was not the response rate 

enough, which could have been counteracted by sending the questionnaire to a higher 
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number of companies. However, this would not ensure that the response rate would be 

adequate since each internal benefit could still not reach our level of significance. This 

affect our possibility to practically and theoretically contribute to the research field. This 

also prevents our ability to leave practical implications and recommendations. We cannot 

help auditing firms to precise their range of services in different regions, due to that no 

difference in the company’s perceived internal benefit could be confirmed. It is therefore 

impossible for us through our study to deepen their understanding of the difference in 

demand of an audit in different geographical areas. This also means that we cannot 

contribute to the lacking knowledge in the demand for audit as we expected. 

 

However, the study can still offer some theoretical and practical contributions. The first 

sub purpose of the study is to investigate if the companies perceive an internal benefit 

from auditing at all. The second is to examine if a company would still have an audit, 

even if it is voluntary, when they consider the benefit of auditing to exceed the cost. The 

result suggest that companies do in fact perceive that internal benefits contribute to their 

overall view of the benefit of auditing, just as Collis et al. (2004), Collis (2010), Collis & 

Jarvis (2000) and Oliverio & Newman (2005) suggests. We can therefore conclude that 

there is a general benefit of auditing for companies. If companies to a greater extent 

perceive that they obtain these internal benefits of auditing, they are more likely to believe 

that the overall benefit of auditing exceed the cost. This purpose is therefore undoubtedly 

meet. The study can also conclude that companies that perceive the benefit of auditing to 

exceed the cost would not opt-out the audit if it is voluntary. Unfortunately the finding 

have a relatively weak correlation and additional research might be needed to further 

investigate this matter. This is still an indication that companies that perceive an internal 

benefit of auditing would keep the audit, and this purpose is therefore fulfilled. 

 

For the practical contributions mentioned in the beginning of the thesis some of them can 

be met while we can dismiss the others. We believe that the thesis contribute to the fact 

that there is an overall benefit to use auditing for companies and therefore companies that 

are uncertain if to use an audit or not can use our thesis to really see that there is a benefit 

for them.  

 

Although the study did not demonstrate any regional difference in the perceived internal 

benefit of auditing, it is clear that companies generally experience an internal benefit from 

auditing. This advantage can get them to still have an audit, even if a change in legislation 

regarding the audit requirement would become a reality. This can be used by legislative 

forces when considering if to raise the limits or not. It is also preferable for the legislative 

forces to know that companies would still use an audit if the limits are raised.  

 

The scientific contributions of this thesis are limited since the overall research question 

could neither be answered or rejected. However the thesis could be used as a compass for 

future research and hopefully help other researchers interested in the subject. Another 

contribution is the fact that the thesis can be used as a complement on the previous 

research showing that auditing brings a benefit for the company, it can just not shown 

which benefit this is.  

 

8.2 Further research 
The authors of this degree project recommend that a new study is made on the subject. 

The study should be done with the considerations mentioned in Chapter 7 in order to 
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create a better and more valid research. There are many ways to improve the research. A 

larger sample would be of utmost importance in order to actually be able to make a valid 

conclusion. However, the sample size for the questionnaire is only one of the solutions to 

improve the importance of the result. An alternative approach, instead of subdividing the 

companies into the regional divisions defined by SKL fewer classifications could be 

preferred. It is proven difficult to demonstrate statistically significant differences between 

so many subdivisions. The research questions for this degree project could as well be 

answered with a classification that divided the Swedish companies into 2 or 3 

subdivisions, such as rural and urban areas.  

 

Depending on the results of another study it could be interesting to analyze the findings 

further. A finding that conclude that there is significant differences between regions in 

their view of auditing could and should lead to a qualitative research explaining why there 

is a difference in the view of auditing. This would also open up research to find more 

differences with auditing from companies in different demographic areas.  

 

It could also be interesting to look at the problem in a bigger perspective. As the European 

Union is creating laws to make Europe more homogenous it would be interesting to study 

different aspects of auditing on a national level, comparing different European nations 

against each other.    
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9. Truth Criteria 
 

 

The last chapter of the degree project will concern a discussion about the quality of the 

research by discussing validity, reliability and the generalizability of the paper 

 

 

9.1 Validity 
Validity is defined as “a measure of the exactness of the measurement relative to what 

actually exists” (Burns & Bush, 2010, p. 319). Validity is needed to ensure that the 

findings are really about the benefits of auditing (Saunders et al., 2009, p. 157; Thurén, 

2007, p. 26). As previously explained in Chapter 4 the research conducted in this study is 

based on surveys made by several researchers ranging from the year 2000 to 2012. As 

most of the questions have already been used, the validity of this paper increases. Both 

Svanström (2008) and Collis & Jarvis (2000) have presented several articles about similar 

subjects and can be deemed to be valid researchers. 

 

The purpose with the study is to find out the feelings and attitudes from the different 

companies regarding auditing, and this is generally hard to measure (Dahmström, 2005, 

p. 62), therefore it is important for this study to have a high validity. There have been a 

desire from the authors to keep a high validity of this research paper and many steps have 

been made to ensure it.  

9.2 Reliability  
Reliability regards whether the respondents answer similar to questions that are identical 

or near-identical (Burns & Bush, 2010, p. 319). According to Saunders et al. (2009, p. 

156) these three questions can assess the reliability of research: 

 

1. Will the measures yield the same results on other occasions? 

2. Will similar observations be reached by other observers?  

3. Is there transparency in how sense was made from the raw data? 

 

The study as a whole could be redone in a similar fashion. We have been clear on every 

step of the road to get to the final result of the paper. Considerations have also been made 

in order to improve the work if someone would want to replicate it.  

 

Cronbach Alpha is a method for calculating internal consistency (Saunders et al., 2009, 

p. 374). A high Cronbach Alpha shows of high internal consistency and it's generally 

believed that a Cronbach Alpha of 0,7 is sufficient, but the higher the score the more 

reliable the measure is. Cronbach can range between 0-1 (Santos, 1999). The Cronbach 

Alpha is used to control the questions regarding the internal benefits of auditing, and give 

a result of 0,893. This indicates a sufficient internal consistency and can be found in 

Appendix XIV 

 

As for the question made by Saunders et al. we believe that our report would have a 

positive answer to them all. The study is done in a credible and reliable way (Patel & 
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Davidson, 2003, p. 98; Thurén, 2007, p. 26) as can be seen through the Cronbach Alpha 

test but with the lack of significant result the reliability of the project is hard to evaluate.  

 

9.3 Generalizability  
Generalizability is sometimes called external validity (Saunders et al., 2009, p. 158). 

Generalizability is used to make sure that the findings of the research can be generalized 

to other groups or situations than the one tested in the research (Bryman, 2011, p. 168).  

One of the most important ways to increase the generalizability is to use a non-random 

sample in order to be sure to get a representative sample (Bryman, 2011, p. 169). If using 

a random-sample approach, the sample could become one sided and not represent the 

entire population.  

 

In this study the different municipality groups was chosen to represent all different 

regions in Sweden. Based on the groups we used a random sample to establish which 

companies to send out our questionnaires to. Because the study chose companies from all 

over Sweden it is our belief that the generalizability of the research is good regarding the 

set-up of the study. The note to be made is that all companies is within the same size 

limits as our research question demanded. However, the response rate turned out to be 

insufficient for some aspects of the study, which yielded difficulties to generalize the data 

gathered through the questionnaire. The result does not indicate any regional difference, 

this may however be because of the low response rate. There might in fact be a regional 

difference in the perceived internal benefits of auditing, but we cannot prove nor reject 

this. The generalizability is therefore a deficiency in this study. 

 

Since there is few significant results of the paper we cannot generalize it against anything 

else. With a hypothetical positive or negative result we believe that the generalizability is 

good especially since the sample is containing companies for the all over Sweden.   



75 

 

Reference List 
 

Abnor, I., & Bjerke, B. (1994). Företagsekonomiskmetodlära. 2: edition. Lund: 

Studentlitteratur 

 

Abdel-Khalik, A.R. (1993). Why Do Private Companies Demand Auditing? A Case for 

Organizational Loss of Control. Journal of Accounting, Auditing and Finance, Vol. 8, 

No. 1.   

 

Backman, J. (2008). Rapporter och Uppsatser. 2: edition. Lund: Studentlitteratur   

 

Blackwell, D.W., Noland, T.R. & Winters, D.B. (1998). The value of auditor assurance: 

evidence from loan pricing. Journal of Accounting Research, Vol.36, No.1: 57-70. 

 

Blackwell, D.W., Noland, T.R., Winters. D.B. (1998). The Value of Auditor Assurance: 

Evidence from Loan Pricing. Journal of Accounting Research. Vol. 36, No. 1: 57-70 

 

Breesch, D., Hardies, K. & De Muylder, J. (2012). The Added Value of Auditing in 

Belgium: Does Audit Remain If No Longer Mandatory? [Electronic] Available at 

SSRN: http://ssrn.com/abstract=2190396 (Retrieved: 2015-03-10) 

 

Bruns, V., Fletcher, M. (2008). Banks' risk assessment of Swedish SMEs. Venture 

Capital, Vol. 10, No. 2: 171-194. 

 

Bryman, A. (2011) Sammhällsvetebskapligmetod, 2: edition. Malmö. Liber 

  

Bryman, A. & Bell, E. (2011). Business Research Methods. 3: edition. New York: 

Oxford University Press 

 

Brännström, D. (2014, 31 Jan). Allt fler väljer bort revision. Blog. 

http://danbrannstrom.se/allt-fler-valjer-bort-revision (Retrieved: 2015-02-19) 

 

Brännström, D (2012, 11 Juni) Släpp Revisionen Fri. Blog. 

http://danbrannstrom.se/slapp-revisionen-fri (Retrieved: 2015-02-27) 

  

Burns, A.C. & Bush, R.F. (2010). Marketing Research. 6: edition. New Jersey: Pearson 

Education Inc 

 

Cardinal, R. N., & Aitken, M. R. (2013). ANOVA for the behavioral sciences 

researcher. Psychology Press. E-bok   

 

Carey, P., Simnett, R. & Tanewski, G. (2000). Voluntary Demand for Internal and 

External Auditing by Family Businesses, A Journal of Practice & Theory, Vol. 19,  

Supplement 2000, 37-51 

 

Chan, P., Ezzamel, M. & Gwilliam, D. (1993). Determinants of audit fees for quoted 

companies. Journal of Business Finance and Accounting, Vol.30, No.6: 765-786 

  

Centerpartiet (2014, 5 Aug). Annie Lööf vill se slopad revisionsplikt för fler 

http://ssrn.com/abstract=2190396
http://eprints.gla.ac.uk/view/journal_volume/Venture_Capital.html
http://eprints.gla.ac.uk/view/journal_volume/Venture_Capital.html
http://danbrannstrom.se/allt-fler-valjer-bort-revision
http://danbrannstrom.se/allt-fler-valjer-bort-revision
http://danbrannstrom.se/slapp-revisionen-fri


76 

 

företag.  Centerpartiet. http://www.centerpartiet.se/2014/08/05/annie-loof-vill-se-

slopad-revisionsplikt-fler-foretag/ (Retrieved: 2015-02-11) 

  

Civilutskottet. Report 2009/10:CU28. En frivillig revision. Stockholm: Civilutskottet 

 

Collis, J., & Jarvis, R. (2000). How owner-managers use accounts. Research 

monograph. London: ICAEW 

 

Collis, J. (2003). Directors’ views on exemption from the statutory audit. A research 

report for the DTI, October 2003. 

 

Collis, J., Jarvis, R. & Skerratt, L. (2004). The demand for the audit in small companies 

in the UK. Accounting and Business research, Vol.34, No.2: 87-100 

  

Collis, J. (2010). Audit Exemption and the Demand for Voluntary Audit: A 

Comparative Study of the UK and Denmark. International Journal of Auditing, 14: 

211–231.  

  

Dahmström, K. (2005). Från datainsamling till rapport- att göra en statistisk 

undersökning. 4: edition. Pozkal: Studentlitteratur. 

  

Dedman, E., Kausar, A. (2012). The impact of voluntary audit on credit ratings: 

evidence from UK private firms. Accounting and Business Research, Vol. 

42, Iss. 4: 397-418 

  

DeFong, M., Zhang, J. (2014). A review of archival auditing research. Journal of 

Accounting and Economics. Vol.58. Iss 2-4: 275-326 

 

Donaldson, Lex., Davis, J, H. (1991). Stewardship Theory or Agency Theory: CEO 

Governance and Shareholder Returns. Australian Journal of Management, Vol. 16 No 

1: 49-65 

  

Duréndez Gómez‐ Guillamón, A (2003). The usefulness of the audit report in 

investment and financing decisions. Managerial Auditing Journal, Vol. 18 Iss: 6/7: 549 

- 559 

  

Eisenhardt, K. M. (1989) Agency Theory: An Assessment and Review. The Academy of 

Management Review, Vol. 14, No. 1: 57-74 

  

Eilifsen, A., Messier, W.F., Glover, S.M. & Prawitt, D.F. (2014). Auditing 

& assurance services. 3: Edition. Maidenhead Berkshire: McGraw Hill Education. 

  

Europeiska Unionen, EU 78/660/EEC. (1978). Fourth council directive. [Electronic] 

Available: 

http://eurlex.europa.eu/legalcontent/EN/TXT/PDF/?uri=CELEX:31978L0660&from=S

V (Retrieved: 2015-02-17) 

 

Erhvervs- og Selskapsstyrelsen. (2004). Basismålning på årsregnskabsloven. The 

Danish Commerce and Companies Agency. January 2004 

 

http://www.centerpartiet.se/2014/08/05/annie-loof-vill-se-slopad-revisionsplikt-fler-foretag/
http://www.centerpartiet.se/2014/08/05/annie-loof-vill-se-slopad-revisionsplikt-fler-foretag/
http://www.centerpartiet.se/2014/08/05/annie-loof-vill-se-slopad-revisionsplikt-fler-foretag/
http://www.centerpartiet.se/2014/08/05/annie-loof-vill-se-slopad-revisionsplikt-fler-foretag/
http://www.centerpartiet.se/2014/08/05/annie-loof-vill-se-slopad-revisionsplikt-fler-foretag/
http://eurlex.europa.eu/legalcontent/EN/TXT/PDF/?uri=CELEX:31978L0660&from=SV
http://eurlex.europa.eu/legalcontent/EN/TXT/PDF/?uri=CELEX:31978L0660&from=SV


77 

 

Francis, J. (2011). A Framework for Understanding and Researching Audit Quality. 

Auditing: A Journal of Practice and Theory, Vol.30, No.2: 125-152. 

 

Fälldin, C. (2003, 28 March). Alt fler dumpar revisorn. Nya Affärer. 

http://www.privataaffarer.se/nyaaffarer/na-nyheter/allt-fler-dumpar-revisorn-487879 

(Retrieved: 2015-02-17) 

  

Jensen, M. C. & Meckling W. H. (1976). Theory of the Firm: Managerial Behavior, 

Agency Costs and Ownership Structure. Journal of Financial Economics, Vol. 3, No. 4: 

305-360 

  

Johansson, S-E., Häckner, E., Wallerstedt, E., (2005). Uppdrag revision: Revision 

Profession i takt med förväntningarna? Finland, SNS Förlag. 

 

Jordbruksverket (2009) Företagandet på landsbygden. Stad eller land, gör det någon 

skillnad? Jordbruksverket, R 2009:2 

 

Justitiedepartementet. Proposition 2009/10:204. En Frivillig Revision. Stockholm: 

Justitiedepartementet 

  

Justitiedepartementet (2010) En Frivillig Revision. Stockholm. [Electronic]. Available: 

http://www.regeringen.se/content/1/c6/15/48/34/cb0eca03.pdf (Retrieved 2015-02-16) 

 

Keasey, K. & Short, H. (1990). The accounting burden facing small firms: An empirical 

research note. Accounting and Business Research. Vol.20, No.80: 307-313. 

 

Kim, J., Simunic, D. A., Stein, M. T. & Yi, C. H. (20011) Voluntary Audits and the 

Cost of Debt Capital for Privately Held Firms: Korean Evidence. Contemporary 

Accounting Research., Vol. 28 Issue 2: p585-615.  

 

Knechel, W.R., Niemi, L. & Sundgren, S. (2008). Determinants of auditor choice: 

Evidence from a small client market. International Journal of Auditing, Vol.12, No.1: 

9-24. 

   

Lennartsson, R. (2012) Hallå där…. Balans, Issue. 8-9/2012, p. 61  

 

Lennox, C.S., Pittman, J.A. (2011). Voluntary Audits versus Mandatory Audits. The 

Accounting Review. Vol. 86, No. 5: 1655–167 

  

Milburn. A. A. (1980). Limited Audit Engagements and the Expression of Negative 

Assurance. Canadian Institute of Chartered Accountants. Toronto 

 

Moore, D., S. McCabe, G.,P. Alwan, L., C. Craig, B., A. Duckworth, W., M. (2011) The 

practice of Statistics for Business and Economics, 3:edition New York. W.H. Freeman 

and Company 

 

Niemi, L., Kinnunen, J., Ojala, H., Troberg, P. (2012) Drivers of voluntary audit in 

Finland: to be or not to be audited?, Accounting and Business Research, 42:2: 169-196 

 

file:///C:/Users/Andreas/Dropbox/
file:///C:/Users/Andreas/Dropbox/
http://www.privataaffarer.se/nyaaffarer/na-nyheter/allt-fler-dumpar-revisorn-487879
http://www.regeringen.se/content/1/c6/15/48/34/cb0eca03.pdf


78 

 

Norris, G., Qureshi, F., Howitt, D., & Cramer, D. (2014). Introduction to statistics with 

SPSS for social science. New York: Routledge. E-bok 

 

NUTEK. (2000). Support services to SMEs: Analysis of support services in the context 

of the working group on the visibility and quality of support services. NUTEK. R 

2000:13, Stockholm  

  

Oliverio, M.E. & Newman, B. (2005). Value of An External Audit Revisited. Faculty 

Working Papers. Paper 48. [Electronic]. Available:  

http://digitalcommons.pace.edu/lubinfaculty_workingpapers/48 

(Retrieved: 2015-02-11) 

 

Patel, R. & Davidson, B. (2003). Forskningsmetodikens grunder, 3: edition. Lund: 

Studentlitteratur 

 

Power, M.K. (2003). Auditing and the production of legitimacy. Accounting, 

Organizations and Society. Vol. 28, Issue 4: 379-394 

 

Power, M.K. (1999). The Audit Society: Rituals of Verification. 1: Edition. OUP Oxford 

 

Ryberg, T. (2011) Värt att veta om frivillig revision, Göteborg: Frivision AB  

[Electronic]. Available: http://frivision.se/file/vart-att-veta-om-frivillig-revision.pdf 

(Retrieved 2015-02-12) 

 

Saunders, M., Lewis, P. & Thornhill, A. (2009) Research Methods for Business 

Students. 5: Edition. Harlow: Pearson Education Limited. 

  

SFS 1999:1079. Revisionslag. Stockholm: Justitiedepartementet 

 

SFS 2001:883. Revisorslagen. Stockholm: Justitiedepartementet 

 

SFS 2005:551. Aktiebolagslagen. Stockholm: Justitiedepartementet 

 

Sigbladh, R. (2013, 21 February). 3 av 4 nystartade aktiebolag väljer bort revisor!. UC 

AB. https://www.uc.se/om-uc/nyheter/aktuella-nyheter/2013-02-21-3-av-4-nystartade-

aktiebolag-valjer-bort-revisor.html (Retrieved: 2015-09-07) 

 

Statens Offentliga Utredning (SOU 2008:32). Avskaffande av revisionsplikten för små 

företag. Partial report of investigation about accountants and auditing. Stockholm: 

Fritzes. 

 

Strauss, A. L. & Corbin, J. (1998). Basics of Qualitative Research: techniques and 

procedures for developing grounded theory 2: edition. Thousand Oaks: Sage 

publications. 

 

Svanström, T. (2008). Revision och rådgivning: Efterfrågan, kvalitet och oberoende. 

Doctoral dissertation. Umeå: Umeå School of Business. 

  

Svanström, T. (2012). Non-audit services and Audit Quality: Evidence from private 

firms. European Accounting Review, Vol.22, No.2: 337-366. 

http://digitalcommons.pace.edu/lubinfaculty_workingpapers/48
http://digitalcommons.pace.edu/lubinfaculty_workingpapers/48
http://digitalcommons.pace.edu/lubinfaculty_workingpapers/48
http://frivision.se/file/vart-att-veta-om-frivillig-revision.pdf
https://www.uc.se/om-uc/nyheter/aktuella-nyheter/2013-02-21-3-av-4-nystartade-aktiebolag-valjer-bort-revisor.html
https://www.uc.se/om-uc/nyheter/aktuella-nyheter/2013-02-21-3-av-4-nystartade-aktiebolag-valjer-bort-revisor.html


79 

 

  

Svanström, T. & Boter, H. (2012). Regional Variation in the SME-Audit Firm 

Relationship. Journal of modern accounting and auditing, 8(3): 340-356 

 

Svenska Kommuner och Landsting (2015, 5 Jan). Kommungruppsindelning. SKLa. 

http://skl.se/tjanster/kommunerlandsting/faktakommunerochlandsting/kommungruppsin

delning.2051.html (Retrieved: 2015-03--24)  

 

Svenska Kommuner och Landsting (2015). Om SKL. SKLb. 

http://skl.se/tjanster/omskl.409.html (Retrieved: 2015-06-03) 

 

Svenskt Näringsliv (2014). Ranking. Företagsklimat.se. 

http://www.foretagsklimat.se/ranking  (Retrieved 2015-04-02) 

 

Tabone, N. & Baldacchino, P.J. (2003). The statutory audit of owner-managed 

companies in Malta. Managerial Auditing Journal, Vol.18, No.5: 387-398. 

 

Thurén, T. (2007). Vetenskapsteori för nybörjare. 2: edition Malmö: Liber 

 

Thurén, T. (1995). Tanken, Språket och Verkligheten. 1: edition Malmö: Liber 

 

Thorell, P. Norberg, C. (2005). Revisionplikten i små aktiebolag. Investigation on a 

mission for Svenskt Näringsliv. Stockholm: Svenskt Näringsliv  

 

Watts, R. L., Zimmerman, J. L. (1983) Agency Problems, Auditing, and the Theory of 

the Firm: Some Evidence. Journal of Law and Economics, Vol. 26, No. 3: 613-633  

 

Yilmaz, K. (2013). Comparison of Quantitative and Qualitative Research Traditions: 

epistemological, theoretical, and methodological differences. European Journal of 

Education, Vol. 48, Issue 2: 311-325

http://skl.se/tjanster/kommunerlandsting/faktakommunerochlandsting/kommungruppsindelning.2051.html
http://skl.se/tjanster/kommunerlandsting/faktakommunerochlandsting/kommungruppsindelning.2051.html
http://skl.se/tjanster/omskl.409.html
http://www.foretagsklimat.se/ranking


i 

 

Appendix I. Questionnaire in Swedish 
 

Examensarbete - Revisionens internnytta 
*Obligatorisk 

Del 1 
 Denna del består av 11 kontrollfrågor. Vissa av dessa frågor är obligatoriska och 

måste besvaras. Dessa frågor är utmärkta med en asterisk. 

 1. Företagets namn 

 Detta är frivilligt. Vill ni vara anonym så lämna denna blank. 

 2. Var är företaget lokaliserat? * 

 Ange kommun 

 3. Vilken position har Ni inom företaget? 

○  VD 

○  Ekonomiansvarig 

○  Övrigt:  

 4. Vilken är den svarande personens högsta grundläggande utbildning? 

○  Grundskola 

○  Gymnasium 

○  Universitet/högskola 

○  Övrigt:  

 5. Vilken revisionsbyrå anlitar ert företag för revision? 

 Ange den revisionsbyrå som ni anlitade föregående räkenskapsår. 

○  BIG-4 (Deloitte, EY, KPMG, och PwC) 

○  Annan revisionsbyrå 

○  Anlitar ingen revisionsbyrå 

 6. Anlitar företaget någon extern person/företag för att hjälpa med löpande 

redovisning? 

○  Ja 

○  Nej 

 7. Anlitar företaget någon extern person/företag för att hjälpa till med årsbokslut 

och årsredovisning? 

○  Ja 

○  Nej 

 8. Vid hur många tillfällen har någon på Ert företag haft kontakt med Er 

revisionsbyrå under det senaste året? 

○  0 ggr 

○  1-2ggr 

○  3-8ggr 

○  9-15ggr 

○  16-30ggr 

○  31ggr eller fler 

 9. Företagets nettoomsättning: * 
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 Ange det som bäst stämmer överens med föregående räkenskapsår. 

○  < 3 000 000 

○  3 000 001 - 10 000 000 

○  10 000 001 - 30 000 000 

○  30 000 001 - 50 000 000 

○  50 000 001 - 83 000 000 

○  83 000 001 < 

 10. Företagets balansomslutning * 

 Ange det som bäst stämmer överens med föregående räkenskapsår. 

○  <1 500 000 

○  1 500 001 - 10 000 000 

○  10 000 001 - 20 000 000 

○  20 000 001 - 30 000 000 

○  30 000 001 - 41 500 000 

○  41 500 001 < 

 11. Antalet anställda: * 

 Ange det som bäst stämmer överens med föregående räkenskapsår, i medel. 

○  0 - 3 

○  4 - 20 

○  21 - 30 

○  31 - 40 

○  41 - 50 

○  51 < 

   
 

Del 2. Upplevd nytta av revision 
 12. Nedan ska Ni ta ställning till ett antal påståenden om vilken nytta som Ni 

uppfattar att revisionen av Ert företag ger * 

 Ta ställning till hur följande påståenden överrensstämmer med Er uppfattning 

med revisionens nytta. 

  
1  

Instämme

r inte 

2 3 4 5 6   

Instämmer 

helt 

 

 

1.Underlättar företagets möjligheter att erhålla bra lånevilkor 

2.Ekonomiska problem i företaget kan uppdagas och åtgärdas tidigare 

3.Hjälp för intern styrning och kontroll  

4.Ägarna får en kontroll av styrelse och VD  

5.Trygghet för styrelse och VD (befriar från ansvar)  
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6. Kvalitén och trovärdigheten av bokslutet ökar. 

7. Ger ett bättre beslutsunderlag för ledningen 

8. Revisionen medför överlag en tydlig nytta. 

 

Del 3 
 Denna del består endast av Ja-, Nej-, eller Vet ej-frågor. Ange det svar som bäst 

överensstämmer med Er uppfattning. 

 13. Anser Ni att nyttan av revision överstiger kostnaden i Ert företag? 

○  Ja 

○  Nej 

○  Vet ej 

 14. Anser Ni att Ert företag har nytta av det lagstadgade kravet på revision? 

○  Ja 

○  Nej 

○  Vet Ej 

 15. Om det INTE skulle finnas någon lagstadgad skyldighet att genomgå en 

revision, skulle Ni då välja bort revisionen? 

○  Ja 

○  Nej 

○  Vet ej 

 16. Anser Ni att revisionen ger Er bättre kreditmöjligheter? 

○  Ja 

○  Nej 

○  Vet Ej 

 17. Anser Ni att revisionen gör det enklare för Er att upptäcka och vidta 

åtgärder vid ekonomiska problem? 

○  Ja 

○  Nej 

○  Vet Ej 

 18. Anser Ni att företaget fungerar effektivare tack vare revision? 

○  Ja 

○  Nej 

○  Vej Ej 

 19. Anser Ni att revisionen ger ägarna en ökad kontroll över företagets 

verksamhet? 

○  Ja 

○  Nej 

○  Vet Ej 

 20. Anser Ni att revisionen medför en trygghet för styrelse och VD? 

○  Ja 

○  Nej 

○  Vet Ej 

 21. Anser Ni att revisionen ökar trovärdigheten av er årsredovisning? 
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○  Ja 

○  Nej 

○  Vet Ej 

 22. Anser Ni att revisionen ger er möjlighet att ta bättre beslut? 

○  Ja 

○  Nej 

○  Vet Ej 

 23. Anser Ni att revisionen ökar kvalitén på årsredovisningen? 

○  Ja 

○  Nej 

○  Vet Ej 

 

 

Appendix II. Questionnaire in English 
Part 1 

Q1 Company Name? 
This is voluntary. If you want to be anonymus leave this blank  
: 

Q2 Where is the company located?  
Specify Municipality 
: 

Q3 Which position do you have within the company 

-CEO 

-CFO 

-Other: 

Q4 Which is the answerings person highest level of education? 

-Grundskola 

-Gymnasium 

-University/högskola 

-Other: 

Q5 Which auditing firm does the company hire for the audit? 
Specify which audit firm you hired last financial year 
-BIG-4 (Deloitte, EY, KPMG, och PwC) 

-Other auditing firm 

-Does not hire an auditing firm 

Q6 Does the company hire an external person/company to help with the ongoing report 

-Yes 

-No 

Q7 Does the company hire an external person/company to help with the annual financial 

statement or the annual report? 

-Yes 

-No 

Q8 How many times has your company been in contact with your audit firm during the 

last year? 

-0 times 

-1-2times 

-3-8 times 
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-9-15 times 

-16-30 times 

-31times or more 

Q9 The company’s net turnover 
Specify what best corresponds to the previous financial year  
-< 3 000 000 

-3 000 001 - 10 000 000 

-10 000 001 - 30 0 

-30 000 001 - 50 000 000 

-50 000 001 - 83 000 000 

-83 000 001 < 

Q10 The company’s total asset 

Specify what best corresponds to the previous financial year. 

-<1 500 000 

-1 500 001 - 10 000 000 

-10 000 001 - 20 000 000 

-20 000 001 - 30 000 000 

-30 000 001 - 41 500 000 

-41 500 001 < 

Q11 Number of employees 
Specify what best corresponds to the previous financial year. Average 
-0 - 3 

-4 - 20 

-21 - 30 

-31 - 40 

-41 - 50 

-51 < 

Part 2 

Q12 Here you will side to a number of statements about what benefits you believe the 

audit gives your company (1-disagree 6-completely agrees) 

1. Facilitate the company’s possibilities to receive good credit ratings  

2. Economic problems in the company can be found and taken care of earlier 

3. Help with internal control  

4. The owners gets control from board and CEO 

5. Security for board and CEO (frees from responsibility) 

6. Quality and Credibility of the annual report increases. 

7. Gives better decision basis for the management 

8. The audit carry overall a clear benefit 

Part 3 

Q13 Do you believe that the benefits of auditing exceed the cost for your company? 

-Yes 

-No 

-Don’t know 

Q14 Do you believe that your company has a benefit of the statutory audit? 

-Yes 

-No 

-Don’t know 

Q15 If there was no statutory audit would you still keep it 

-Yes 

-No 

-Don’t know 
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16. Do you believe that auditing gives you better credit ratings? 

-Yes 

-No 

-Don’t know 

17. Do you believe that auditing makes it easier to find economic problems within the 

company and take actions against them? 

-Yes 

-No 

-Don’t know 

18. Do you believe that the company works more efficient due to auditing? 

-Yes 

-No 

-Don’t know 

19. Do you believe that auditing gives the owners an increased control over the 

company operations? 

-Yes 

-No 

-Don’t know 

20. Do you believe that auditing gives a security for the board and CEO? 

-Yes 

-No 

-Don’t know 

21. Do you believe that auditing increases the credibility of the annual report? 

-Yes 

-No 

-Don’t know 

22. Do you believe that auditing gives the possibility to make better decisions? 

-Yes 

-No 

-Don’t know 

23. Do you believe that auditing increases the quality of the financial statement? 

-Yes 

-No 

-Don’t know 

 

Appendix III. Cover Letter in Swedish and English  
 

Hej 

Vi är två studenter som läser vår sista termin inom Civilekonomprogrammet vid Umeå 

Universitet. Som examensarbete har vi valt att undersöka den upplevda internnyttan 

revisionen medför för företagare.  

 

Idag är det enbart väldigt små företag i Sverige som inte har en pliktstyrd revision och 

kan därmed själva välja om de är i behov av en revisor eller inte. Syftet med studien är 

att undersöka om det finns någon skillnad mellan företagens regionala position och 

deras upplevda nytta av revision. Detta kan vara till grund för fortsatt diskussion 

gällande revisionspliktens faktiska värde samt till en bättre anpassad tjänsteportfölj från 

revisionsbyråerna.  
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Enkäten består av tre delar med totalt 23 frågor. Vi skulle uppskatta om ni kan ta er tid 

att besvara dessa frågor. Det bör inte ta mer än några minuter. Vi skulle uppskatta att en 

så högt uppsatt person som möjligt inom företaget besvarar enkäten, fast om detta 

medför hinder så ser vi hellre att den besvaras av någon annan än inte alls.  

 

Tack på förhand 

Andreas Bjerveus och David Emilsson 

 

 

Hello 

We are two students who are currently studying are last semester at 

Civilekonomprogrammet at Umeå University. As a degree project we have decided to 

investigate the perceived internal advantages of auditing for the companies. 

Today in Sweden there are only very small companies that doesn’t have a voluntary 

audit and can chose to be or not to be audited. The purpose of the study is to investigate 

if there is some difference between regional position of the company and their perceived 

benefit of auditing. This can be used as a base for discussion about the actual value of 

auditing. It can also be used by auditing firms to better adapt their range of services. 

The survey consists of three parts with a total of 23 questions. We would really 

appreciate if you could take some time to answer these questions. It should not take 

more than a few minutes. 

Thank you 

Andreas Bjerveus and David Emilsson. 
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Appendix IV. Theory related to questions 
 

Question From Survey 

Q1 Own question 

Q2 Own question 

Q3 Breesch et al. (2012); Collis & Jarvis (2000);Svanström (2008) 

Q4 Collis & Jarvis (2000); Svanström (2008) 

Q5 Svanström (2008) 

Q6 Svanström (2008) 

Q7 Svanström (2008) 

Q8 Svanström (2008) 

Q9 Collis & Jarvis (2000); Svanström (2008) 

Q10 Own question 

Q11 Svanström (2008) 

Q12-1 Oliverio & Newman(2005)(lSimiliar); Svanström (2008) 

Q12-2 
 Breesch et al. (2012)(Similiar); Collis & Jarvis(2000)(Similiar); Svanström 
(2008) 

Q12-3 
 Breesch et al. (2012)(Similiar); Oliverio & Newman(2005)(Similiar); 
Svanström (2008) 

Q12-4 Svanström (2008); 

Q12-5 Svanström (2008) 

Q12-6 Breesch et al. (2012); Collis & Jarvis (2000); Oliveriro & Newman (2005) 

Q12-7 Breesch et al. (2012) (Similiar) 

Q12-8 Svanström (2008) 

Q13 Svanström (2008) 

Q14 Collis & Jarvis (2000)(Similar); Svanström (2008) 

Q15 
Breesch et al. (2012); Collis & Jarvis (2000); Oliveiro & Newman (2005); 
Svanström (2008) 

Q16 Own question conected to Q12-1 

Q17 Own question conected to Q12-2 

Q18 Own question conected to Q12-3 

Q19 Own question conected to Q12-4 

Q20 Own question conected to Q12-5 

Q21 Own question conected to Q12-6 

Q22 Own question conected to Q12-7 

Q23 Own question conected to Q12-6 
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Appendix V. Audit firm 
 

Which audit firm the companies hire for the audit? 
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Appendix VI. External help 
 

Does the company hire an external person/company to help with the ongoing report? 
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Does the company hire an external person/company to help with the annual financial 

statement? 
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Appendix VII. Contact with the audit firm 
 

How many times has your company been in contact with your audit firm during the last 

year? 
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Appendix VIII. Company profile 
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Total Asset 
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Number of Employees  
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Appendix IX. Benefit of auditing 
 

Do you believe that the benefits of auditing exceed the cost for your company? 
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Do you believe that your company has a benefit of the statutory audit? 
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Appendix X. Statutory audit 
 

If there was no statutory audit would you still keep it? 
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Appendix XI. Primary Chi-Square  
 

Chi-Square Test and Correlation: Group * CreditRating 

 
Crosstab 

Count   

 CreditRating Total 

 1 2 3 4 5 6  
Group 1 10 5 7 4 2 1 29 

 2 5 5 6 3 8 3 30 

 3 5 5 8 5 2 3 28 

 4 6 4 6 5 1 5 27 

 5 2 9 9 3 1 1 25 
Total 28 28 36 20 14 13 139 

 
Chi-Square Tests 

 Value df 
Asymp. Sig. (2-

sided) 
Pearson Chi-Square 26,753a 20 ,142 
Likelihood Ratio 24,315 20 ,229 
Linear-by-Linear Association ,192 1 ,661 
N of Valid Cases 139   

 
a. 15 cells (50,0%) have expected count less than 5. The minimum expected 

count is 2,34. 

 

 
Symmetric Measures 

 Value 
Asymp. Std. 

Errora Approx. Tb Approx. Sig. 
Nominal by Nominal Phi ,439   ,142 

 Cramer's V ,219   ,142 
Interval by Interval Pearson's R ,037 ,078 ,437 ,663c 
Ordinal by Ordinal Spearman Correlation ,048 ,082 ,563 ,575c 
N of Valid Cases 139    

 
a. Not assuming the null hypothesis. 
b. Using the asymptotic standard error assuming the null hypothesis. 
c. Based on normal approximation. 

 

Chi-Square Test and Correlation: Group * FinancialProblem 

 
Crosstab 

Count   

 FinancialProblem Total 

 1 2 3 4 5 6  
Group 1 6 5 6 8 1 3 29 

 2 4 2 5 8 6 5 30 

 3 2 6 5 5 7 3 28 

 4 2 3 4 4 6 8 27 

 5 2 6 4 6 4 3 25 
Total 16 22 24 31 24 22 139 
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Chi-Square Tests 

 Value df 
Asymp. Sig. (2-

sided) 
Pearson Chi-Square 18,079a 20 ,582 
Likelihood Ratio 19,096 20 ,516 
Linear-by-Linear Association 1,997 1 ,158 
N of Valid Cases 139   

 
a. 21 cells (70,0%) have expected count less than 5. The minimum expected 

count is 2,88. 

 

 
Symmetric Measures 

 Value 
Asymp. Std. 

Errora Approx. Tb Approx. Sig. 
Nominal by Nominal Phi ,361   ,582 

 Cramer's V ,180   ,582 
Interval by Interval Pearson's R ,120 ,083 1,418 ,158c 
Ordinal by Ordinal Spearman Correlation ,122 ,084 1,444 ,151c 
N of Valid Cases 139    

 
a. Not assuming the null hypothesis. 
b. Using the asymptotic standard error assuming the null hypothesis. 
c. Based on normal approximation. 

 

Chi-Square Test and Correlation: Group * InternalControl 

 
Crosstab 

Count   

 InternalControl Total 

 1 2 3 4 5 6  
Group 1 8 3 8 7 2 1 29 

 2 5 4 8 7 5 1 30 

 3 4 6 9 3 5 1 28 

 4 2 6 3 9 2 5 27 

 5 0 7 9 4 4 1 25 
Total 19 26 37 30 18 9 139 

 

 
Chi-Square Tests 

 Value df 
Asymp. Sig. (2-

sided) 
Pearson Chi-Square 28,843a 20 ,091 
Likelihood Ratio 30,719 20 ,059 
Linear-by-Linear Association 2,952 1 ,086 
N of Valid Cases 139   

 
a. 16 cells (53,3%) have expected count less than 5. The minimum expected 

count is 1,62. 

 

 
Symmetric Measures 

 Value 
Asymp. Std. 

Errora Approx. Tb Approx. Sig. 
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Nominal by Nominal Phi ,456   ,091 

 Cramer's V ,228   ,091 
Interval by Interval Pearson's R ,146 ,078 1,730 ,086c 
Ordinal by Ordinal Spearman Correlation ,130 ,081 1,535 ,127c 
N of Valid Cases 139    

 
a. Not assuming the null hypothesis. 
b. Using the asymptotic standard error assuming the null hypothesis. 
c. Based on normal approximation. 

 

Chi-Square Test and Correlation: Group * OwnerControl 

 
Crosstab 

Count   

 OwnerControl Total 

 1 2 3 4 5 6  
Group 1 11 3 4 4 4 3 29 

 2 7 0 8 7 4 4 30 

 3 8 5 5 2 5 3 28 

 4 4 4 7 7 1 4 27 

 5 5 4 8 2 4 2 25 
Total 35 16 32 22 18 16 139 

 

 
Chi-Square Tests 

 Value df 
Asymp. Sig. (2-

sided) 
Pearson Chi-Square 19,513a 20 ,489 
Likelihood Ratio 23,612 20 ,260 
Linear-by-Linear Association ,119 1 ,730 
N of Valid Cases 139   

 
a. 20 cells (66,7%) have expected count less than 5. The minimum expected 

count is 2,88. 

 

 
Symmetric Measures 

 Value 
Asymp. Std. 

Errora Approx. Tb Approx. Sig. 
Nominal by Nominal Phi ,375   ,489 

 Cramer's V ,187   ,489 
Interval by Interval Pearson's R ,029 ,084 ,344 ,731c 
Ordinal by Ordinal Spearman Correlation ,034 ,086 ,397 ,692c 
N of Valid Cases 139    

 
a. Not assuming the null hypothesis. 
b. Using the asymptotic standard error assuming the null hypothesis. 
c. Based on normal approximation. 

 

Chi-Square Test and Correlation: Group * Trust 

 
Crosstab 

Count   
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 Trust Total 

 1 2 3 4 5 6  
Group 1 5 1 4 6 6 7 29 

 2 5 5 7 6 3 4 30 

 3 7 6 4 4 6 1 28 

 4 2 6 6 5 3 5 27 

 5 3 5 8 4 2 3 25 
Total 22 23 29 25 20 20 139 

 

 
Chi-Square Tests 

 Value df 
Asymp. Sig. (2-

sided) 
Pearson Chi-Square 18,139a 20 ,578 
Likelihood Ratio 20,179 20 ,447 
Linear-by-Linear Association 1,433 1 ,231 
N of Valid Cases 139   

 
a. 22 cells (73,3%) have expected count less than 5. The minimum expected 

count is 3,60. 

 

 
Symmetric Measures 

 Value 
Asymp. Std. 

Errora Approx. Tb Approx. Sig. 
Nominal by Nominal Phi ,361   ,578 

 Cramer's V ,181   ,578 
Interval by Interval Pearson's R -,102 ,085 -1,199 ,233c 
Ordinal by Ordinal Spearman Correlation -,107 ,085 -1,260 ,210c 
N of Valid Cases 139    

 
a. Not assuming the null hypothesis. 
b. Using the asymptotic standard error assuming the null hypothesis. 
c. Based on normal approximation. 

 

Chi-Square Test and Correlation: Group * QualityCredibility 

 
Crosstab 

Count   

 QualityCredibility Total 

 1 2 3 4 5 6  
Group 1 1 0 2 5 10 11 29 

 2 1 1 3 4 12 9 30 

 3 1 0 4 5 12 6 28 

 4 1 1 2 4 5 14 27 

 5 0 0 3 9 6 7 25 
Total 4 2 14 27 45 47 139 

 

 
Chi-Square Tests 

 Value df 
Asymp. Sig. (2-

sided) 
Pearson Chi-Square 17,418a 20 ,626 



xxiv 

 

Likelihood Ratio 18,243 20 ,571 
Linear-by-Linear Association ,134 1 ,714 
N of Valid Cases 139   

 
a. 16 cells (53,3%) have expected count less than 5. The minimum expected 

count is ,36. 

 

 
Symmetric Measures 

 Value 
Asymp. Std. 

Errora Approx. Tb Approx. Sig. 
Nominal by Nominal Phi ,354   ,626 

 Cramer's V ,177   ,626 
Interval by Interval Pearson's R -,031 ,081 -,365 ,716c 
Ordinal by Ordinal Spearman Correlation -,046 ,085 -,544 ,587c 
N of Valid Cases 139    

 
a. Not assuming the null hypothesis. 
b. Using the asymptotic standard error assuming the null hypothesis. 
c. Based on normal approximation. 

 

Chi-Square Test and Correlation: Group * Decision 

 
Crosstab 

Count   

 Decision Total 

 1 2 3 4 5 6  
Group 1 8 3 2 4 9 3 29 

 2 2 4 5 11 5 3 30 

 3 2 5 9 4 6 2 28 

 4 2 4 4 4 5 8 27 

 5 2 2 10 3 7 1 25 
Total 16 18 30 26 32 17 139 

 

 
Chi-Square Tests 

 Value df 
Asymp. Sig. (2-

sided) 
Pearson Chi-Square 36,053a 20 ,015 
Likelihood Ratio 32,367 20 ,040 
Linear-by-Linear Association ,568 1 ,451 
N of Valid Cases 139   

 
a. 16 cells (53,3%) have expected count less than 5. The minimum expected 

count is 2,88. 

 

 
Symmetric Measures 

 Value 
Asymp. Std. 

Errora Approx. Tb Approx. Sig. 
Nominal by Nominal Phi ,509   ,015 

 Cramer's V ,255   ,015 
Interval by Interval Pearson's R ,064 ,087 ,752 ,453c 
Ordinal by Ordinal Spearman Correlation ,049 ,088 ,576 ,566c 
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N of Valid Cases 139    

 
a. Not assuming the null hypothesis. 
b. Using the asymptotic standard error assuming the null hypothesis. 
c. Based on normal approximation. 

 

Chi-Square Test and Correlation: Group * Benefit 

 
Crosstab 

Count   

 Benefit Total 

 1 2 3 4 5 6  
Group 1 3 5 6 4 5 6 29 

 2 2 2 5 9 8 4 30 

 3 1 3 8 3 11 2 28 

 4 1 5 3 4 7 7 27 

 5 0 1 10 5 7 2 25 
Total 7 16 32 25 38 21 139 

 

 
Chi-Square Tests 

 Value df 
Asymp. Sig. (2-

sided) 
Pearson Chi-Square 23,907a 20 ,246 
Likelihood Ratio 24,671 20 ,214 
Linear-by-Linear Association ,560 1 ,454 
N of Valid Cases 139   

 
a. 17 cells (56,7%) have expected count less than 5. The minimum expected 

count is 1,26. 

 

 
Symmetric Measures 

 Value 
Asymp. Std. 

Errora Approx. Tb Approx. Sig. 
Nominal by Nominal Phi ,415   ,246 

 Cramer's V ,207   ,246 
Interval by Interval Pearson's R ,064 ,084 ,747 ,456c 
Ordinal by Ordinal Spearman Correlation ,048 ,086 ,557 ,579c 
N of Valid Cases 139    

 
a. Not assuming the null hypothesis. 
b. Using the asymptotic standard error assuming the null hypothesis. 
c. Based on normal approximation. 
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Appendix XII. Secondary Chi-Square Test 
 

Summary of Second Chi-Square Test  

 

Internal Benefits Value Cells <5 ChiSquare Correlation 

CreditRating2 7,6 0 0,107 0,286 

FinancialProblem2 5,196 0 0,268 0,204 

InternalControl2 8,022 0 0,091 0,255 

OwnerControl2 4,117 0 0,390 0,181 

Trust2 5,259 0 0,262 0,204 

Quality2 4,648 5 0,325 0,188 

Credibility2 1,735 5 0,784 0,113 

Decision2 10,821 0 0,029 0,304 

     

 

Chi-Square Test and Correlation: Group * CreditRating2 

 
Crosstab 

Count   

 CreditRating2 Total 

 ,00 1,00  
Group 1 12 8 20 

 2 10 15 25 

 3 9 10 19 

 4 8 8 16 

 5 11 2 13 
Total 50 43 93 

 

 
Chi-Square Tests 

 Value df 
Asymp. Sig. (2-

sided) 
Pearson Chi-Square 7,600a 4 ,107 
Likelihood Ratio 8,197 4 ,085 
Linear-by-Linear Association 1,665 1 ,197 
N of Valid Cases 93   

 
a. 0 cells (0,0%) have expected count less than 5. The minimum expected count 

is 6,01. 

 

 
Symmetric Measures 

 Value 
Asymp. Std. 

Errora Approx. Tb Approx. Sig. 
Nominal by Nominal Phi ,286   ,107 

 Cramer's V ,286   ,107 
Interval by Interval Pearson's R -,135 ,099 -1,295 ,199c 
Ordinal by Ordinal Spearman Correlation -,113 ,103 -1,090 ,279c 
N of Valid Cases 93    

 
a. Not assuming the null hypothesis. 
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b. Using the asymptotic standard error assuming the null hypothesis. 
c. Based on normal approximation. 

 

Chi-Square Test and Correlation: Group * FinancialProblem2 

 
Crosstab 

Count   

 FinancialProblem2 Total 

 ,00 1,00  
Group 1 17 10 27 

 2 12 17 29 

 3 13 13 26 

 4 8 16 24 

 5 8 11 19 
Total 58 67 125 

 

 
Chi-Square Tests 

 Value df 
Asymp. Sig. (2-

sided) 
Pearson Chi-Square 5,196a 4 ,268 
Likelihood Ratio 5,248 4 ,263 
Linear-by-Linear Association 2,566 1 ,109 
N of Valid Cases 125   

 
a. 0 cells (0,0%) have expected count less than 5. The minimum expected count 

is 8,82. 

 

 
Symmetric Measures 

 Value 
Asymp. Std. 

Errora Approx. Tb Approx. Sig. 
Nominal by Nominal Phi ,204   ,268 

 Cramer's V ,204   ,268 
Interval by Interval Pearson's R ,144 ,088 1,612 ,109c 
Ordinal by Ordinal Spearman Correlation ,147 ,088 1,653 ,101c 
N of Valid Cases 125    

 
a. Not assuming the null hypothesis. 
b. Using the asymptotic standard error assuming the null hypothesis. 
c. Based on normal approximation. 

 

Chi-Square Test and Correlation: Group * InternalControl2 

 
Crosstab 

Count   

 InternalControl2 Total 

 ,00 1,00  
Group 1 19 8 27 

 2 17 9 26 

 3 20 4 24 

 4 12 13 25 

 5 16 5 21 
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Total 84 39 123 

 

 
Chi-Square Tests 

 Value df 
Asymp. Sig. (2-

sided) 
Pearson Chi-Square 8,022a 4 ,091 
Likelihood Ratio 8,008 4 ,091 
Linear-by-Linear Association ,085 1 ,770 
N of Valid Cases 123   

 
a. 0 cells (0,0%) have expected count less than 5. The minimum expected count 

is 6,66. 

 

 
Symmetric Measures 

 Value 
Asymp. Std. 

Errora Approx. Tb Approx. Sig. 
Nominal by Nominal Phi ,255   ,091 

 Cramer's V ,255   ,091 
Interval by Interval Pearson's R ,026 ,089 ,291 ,772c 
Ordinal by Ordinal Spearman Correlation ,028 ,090 ,307 ,759c 
N of Valid Cases 123    

 
a. Not assuming the null hypothesis. 
b. Using the asymptotic standard error assuming the null hypothesis. 
c. Based on normal approximation. 

 

Chi-Square Test and Correlation: Group * OwnerControl2 

 
Crosstab 

Count   

 OwnerControl2 Total 

 ,00 1,00  
Group 1 14 12 26 

 2 12 14 26 

 3 15 10 25 

 4 9 17 26 

 5 9 13 22 
Total 59 66 125 

 

 
Chi-Square Tests 

 Value df 
Asymp. Sig. (2-

sided) 
Pearson Chi-Square 4,117a 4 ,390 
Likelihood Ratio 4,156 4 ,385 
Linear-by-Linear Association 1,391 1 ,238 
N of Valid Cases 125   

 
a. 0 cells (0,0%) have expected count less than 5. The minimum expected count 

is 10,38. 

 

 



xxix 

 

Symmetric Measures 

 Value 
Asymp. Std. 

Errora Approx. Tb Approx. Sig. 
Nominal by Nominal Phi ,181   ,390 

 Cramer's V ,181   ,390 
Interval by Interval Pearson's R ,106 ,089 1,181 ,240c 
Ordinal by Ordinal Spearman Correlation ,106 ,089 1,183 ,239c 
N of Valid Cases 125    

 
a. Not assuming the null hypothesis. 
b. Using the asymptotic standard error assuming the null hypothesis. 
c. Based on normal approximation. 

 

Chi-Square Test and Correlation: Group * Trust2 

 
Crosstab 

Count   

 Trust2 Total 

 ,00 1,00  
Group 1 7 19 26 

 2 5 22 27 

 3 9 15 24 

 4 3 23 26 

 5 6 17 23 
Total 30 96 126 

 

 
Chi-Square Tests 

 Value df 
Asymp. Sig. (2-

sided) 
Pearson Chi-Square 5,259a 4 ,262 
Likelihood Ratio 5,398 4 ,249 
Linear-by-Linear Association ,120 1 ,729 
N of Valid Cases 126   

 
a. 0 cells (0,0%) have expected count less than 5. The minimum expected count 

is 5,48. 

 

 
Symmetric Measures 

 Value 
Asymp. Std. 

Errora Approx. Tb Approx. Sig. 
Nominal by Nominal Phi ,204   ,262 

 Cramer's V ,204   ,262 
Interval by Interval Pearson's R ,031 ,089 ,345 ,731c 
Ordinal by Ordinal Spearman Correlation ,031 ,090 ,347 ,729c 
N of Valid Cases 126    

 
a. Not assuming the null hypothesis. 
b. Using the asymptotic standard error assuming the null hypothesis. 
c. Based on normal approximation. 
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Chi-Square Test and Correlation: Group * Credibility2 

 
Crosstab 

Count   

 Credibility2 Total 

 ,00 1,00  
Group 1 2 26 28 

 2 2 27 29 

 3 3 24 27 

 4 1 26 27 

 5 3 21 24 
Total 11 124 135 

 

 
Chi-Square Tests 

 Value df 
Asymp. Sig. (2-

sided) 
Pearson Chi-Square 1,735a 4 ,784 
Likelihood Ratio 1,799 4 ,773 
Linear-by-Linear Association ,166 1 ,684 
N of Valid Cases 135   

 
a. 5 cells (50,0%) have expected count less than 5. The minimum expected count 

is 1,96. 

 

 
Symmetric Measures 

 Value 
Asymp. Std. 

Errora Approx. Tb Approx. Sig. 
Nominal by Nominal Phi ,113   ,784 

 Cramer's V ,113   ,784 
Interval by Interval Pearson's R -,035 ,089 -,406 ,685c 
Ordinal by Ordinal Spearman Correlation -,034 ,088 -,397 ,692c 
N of Valid Cases 135    

 
a. Not assuming the null hypothesis. 
b. Using the asymptotic standard error assuming the null hypothesis. 
c. Based on normal approximation. 

 

Chi-Square Test and Correlation: Group * Quality2 

 
Crosstab 

Count   

 Quality2 Total 

 ,00 1,00  
Group 1 6 22 28 

 2 3 25 28 

 3 6 21 27 

 4 3 23 26 

 5 1 21 22 
Total 19 112 131 

 

 



xxxi 

 

Chi-Square Tests 

 Value df 
Asymp. Sig. (2-

sided) 
Pearson Chi-Square 4,648a 4 ,325 
Likelihood Ratio 4,968 4 ,291 
Linear-by-Linear Association 2,013 1 ,156 
N of Valid Cases 131   

 
a. 5 cells (50,0%) have expected count less than 5. The minimum expected count 

is 3,19. 

 

 
Symmetric Measures 

 Value 
Asymp. Std. 

Errora Approx. Tb Approx. Sig. 
Nominal by Nominal Phi ,188   ,325 

 Cramer's V ,188   ,325 
Interval by Interval Pearson's R ,124 ,079 1,424 ,157c 
Ordinal by Ordinal Spearman Correlation ,123 ,080 1,403 ,163c 
N of Valid Cases 131    

 
a. Not assuming the null hypothesis. 
b. Using the asymptotic standard error assuming the null hypothesis. 
c. Based on normal approximation. 

 

Chi-Square Test and Correlation: Group * Decision2 

 
Crosstab 

Count   

 Decision2 Total 

 ,00 1,00  
Group 1 19 7 26 

 2 14 12 26 

 3 12 13 25 

 4 6 14 20 

 5 14 6 20 
Total 65 52 117 

 

 
Chi-Square Tests 

 Value df 
Asymp. Sig. (2-

sided) 
Pearson Chi-Square 10,821a 4 ,029 
Likelihood Ratio 11,083 4 ,026 
Linear-by-Linear Association 1,131 1 ,288 
N of Valid Cases 117   

 
a. 0 cells (0,0%) have expected count less than 5. The minimum expected count 

is 8,89. 

 

 
Symmetric Measures 

 Value 
Asymp. Std. 

Errora Approx. Tb Approx. Sig. 
Nominal by Nominal Phi ,304   ,029 
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 Cramer's V ,304   ,029 
Interval by Interval Pearson's R ,099 ,090 1,064 ,290c 
Ordinal by Ordinal Spearman Correlation ,112 ,091 1,210 ,229c 
N of Valid Cases 117    

 
a. Not assuming the null hypothesis. 
b. Using the asymptotic standard error assuming the null hypothesis. 
c. Based on normal approximation. 
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Appendix XIII. One-way Analysis of Variance 
 

Descriptive data 
Descriptives 

 N Mean 
Std. 

Deviation 
Std. 

Error 
95% Confidence Interval 

for Mean 
Minimu

m 
Maximu

m 

     
Lower 

Bound 
Upper 

Bound   
CreditRating 1 29 2,52 1,455 ,270 1,96 3,07 1 6 

 2 30 3,43 1,675 ,306 2,81 4,06 1 6 

 3 28 3,11 1,548 ,292 2,51 3,71 1 6 

 4 27 3,22 1,761 ,339 2,53 3,92 1 6 

 5 25 2,80 1,155 ,231 2,32 3,28 1 6 

 Total 139 3,02 1,553 ,132 2,76 3,28 1 6 
FinancialProbl

em 
1 

29 3,07 1,557 ,289 2,48 3,66 1 6 

 2 30 3,83 1,599 ,292 3,24 4,43 1 6 

 3 28 3,64 1,521 ,287 3,05 4,23 1 6 

 4 27 4,22 1,649 ,317 3,57 4,87 1 6 

 5 25 3,52 1,531 ,306 2,89 4,15 1 6 

 Total 139 3,65 1,596 ,135 3,39 3,92 1 6 
InternalContro

l 
1 

29 2,83 1,441 ,268 2,28 3,38 1 6 

 2 30 3,20 1,424 ,260 2,67 3,73 1 6 

 3 28 3,07 1,412 ,267 2,52 3,62 1 6 

 4 27 3,67 1,569 ,302 3,05 4,29 1 6 

 5 25 3,32 1,180 ,236 2,83 3,81 2 6 

 Total 139 3,21 1,422 ,121 2,97 3,45 1 6 
OwnerControl 1 29 2,86 1,827 ,339 2,17 3,56 1 6 

 2 30 3,43 1,675 ,306 2,81 4,06 1 6 

 3 28 3,00 1,785 ,337 2,31 3,69 1 6 

 4 27 3,33 1,569 ,302 2,71 3,95 1 6 

 5 25 3,08 1,579 ,316 2,43 3,73 1 6 

 Total 139 3,14 1,684 ,143 2,86 3,43 1 6 
Trust 1 29 3,97 1,762 ,327 3,30 4,64 1 6 

 2 30 3,30 1,622 ,296 2,69 3,91 1 6 

 3 28 2,96 1,621 ,306 2,34 3,59 1 6 

 4 27 3,59 1,600 ,308 2,96 4,23 1 6 

 5 25 3,24 1,508 ,302 2,62 3,86 1 6 

 Total 139 3,42 1,641 ,139 3,14 3,69 1 6 
QualityCredibi

lity 
1 

29 4,93 1,193 ,222 4,48 5,38 1 6 

 2 30 4,73 1,285 ,235 4,25 5,21 1 6 

 3 28 4,61 1,197 ,226 4,14 5,07 1 6 

 4 27 4,96 1,400 ,269 4,41 5,52 1 6 

 5 25 4,68 1,030 ,206 4,26 5,10 3 6 

 Total 139 4,78 1,220 ,104 4,58 4,99 1 6 
Decision 1 29 3,41 1,862 ,346 2,71 4,12 1 6 

 2 30 3,73 1,363 ,249 3,22 4,24 1 6 

 3 28 3,46 1,401 ,265 2,92 4,01 1 6 
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 4 27 4,11 1,695 ,326 3,44 4,78 1 6 

 5 25 3,56 1,325 ,265 3,01 4,11 1 6 

 Total 139 3,65 1,545 ,131 3,40 3,91 1 6 
Benefit 1 29 3,72 1,688 ,313 3,08 4,37 1 6 

 2 30 4,03 1,377 ,251 3,52 4,55 1 6 

 3 28 3,93 1,331 ,252 3,41 4,44 1 6 

 4 27 4,19 1,594 ,307 3,55 4,82 1 6 

 5 25 3,96 1,098 ,220 3,51 4,41 2 6 

 Total 139 3,96 1,427 ,121 3,72 4,20 1 6 

 

Anova Test 
ANOVA 

 Sum of Squares df Mean Square F 
CreditRating Between Groups 14,982 4 3,745 1,579 

 Within Groups 317,953 134 2,373  

 Total 332,935 138   
FinancialProblem Between Groups 20,060 4 5,015 2,028 

 Within Groups 331,364 134 2,473  

 Total 351,424 138   
InternalControl Between Groups 10,715 4 2,679 1,338 

 Within Groups 268,235 134 2,002  

 Total 278,950 138   
OwnerControl Between Groups 6,467 4 1,617 ,563 

 Within Groups 384,655 134 2,871  

 Total 391,122 138   
Trust Between Groups 16,490 4 4,123 1,555 

 Within Groups 355,308 134 2,652  

 Total 371,799 138   
QualityCredibility Between Groups 2,715 4 ,679 ,448 

 Within Groups 202,810 134 1,514  

 Total 205,525 138   
Decision Between Groups 8,732 4 2,183 ,912 

 Within Groups 320,692 134 2,393  

 Total 329,424 138   
Benefit Between Groups 3,169 4 ,792 ,382 

 Within Groups 277,651 134 2,072  

 Total 280,820 138   

 
ANOVA 

 Sig. 
CreditRating Between Groups ,184 

 Within Groups  

 Total  
FinancialProblem Between Groups ,094 

 Within Groups  

 Total  
InternalControl Between Groups ,259 

 Within Groups  

 Total  
OwnerControl Between Groups ,690 
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 Within Groups  

 Total  
Trust Between Groups ,190 

 Within Groups  

 Total  
QualityCredibility Between Groups ,773 

 Within Groups  

 Total  
Decision Between Groups ,459 

 Within Groups  

 Total  
Benefit Between Groups ,821 

 Within Groups  

 Total  
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Appendix XIV. Cronbach Alpha 
 

Reliability Number Cronbach Alpha N of Items 

Audit 139 0,893 8 

Item-Total Statistics Number Cronbach Alpha If Deleted  

CreditRating 139  0,894 

FinancialProblem 139  0,876 

InternalControl 139  0,878 

OwnerControl 139  0,876 

Trust 139  0,889 

QualityCredibility 139  0,882 

Decision 139  0,872 

Benefit 139  0,868 
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Appendix XV. Regression Analysis  
 
Correlations to control multicollinearity 

 

Correlations 
 OngRep1 FinancStmt1 Contact1 Turnover1 
OngRep1 Pearson Correlation 1 ,406** ,102 -,227** 
 Sig. (2-tailed)  ,000 ,234 ,007 

 N 139 139 139 139 
FinancStmt1 Pearson Correlation ,406** 1 ,057 -,034 
 Sig. (2-tailed) ,000  ,503 ,688 

 N 139 139 139 139 
Contact1 Pearson Correlation ,102 ,057 1 ,054 
 Sig. (2-tailed) ,234 ,503  ,528 

 N 139 139 139 139 
Turnover1 Pearson Correlation -,227** -,034 ,054 1 
 Sig. (2-tailed) ,007 ,688 ,528  

 N 139 139 139 139 
TotalAssets1 Pearson Correlation -,148 -,114 ,166 -,028 
 Sig. (2-tailed) ,081 ,183 ,051 ,744 

 N 139 139 139 139 
Employees1 Pearson Correlation -,096 -,123 ,126 ,486** 
 Sig. (2-tailed) ,260 ,151 ,140 ,000 

 N 139 139 139 139 

 
Correlations 

 TotalAssets1 Employees1 
OngRep1 Pearson Correlation -,148 -,096 
 Sig. (2-tailed) ,081 ,260 

 N 139 139 
FinancStmt1 Pearson Correlation -,114 -,123 
 Sig. (2-tailed) ,183 ,151 

 N 139 139 
Contact1 Pearson Correlation ,166 ,126 
 Sig. (2-tailed) ,051 ,140 

 N 139 139 
Turnover1 Pearson Correlation -,028 ,486** 
 Sig. (2-tailed) ,744 ,000 

 N 139 139 
TotalAssets1 Pearson Correlation 1 -,101 
 Sig. (2-tailed)  ,238 

 N 139 139 
Employees1 Pearson Correlation -,101 1 
 Sig. (2-tailed) ,238  

 N 139 139 

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

 

Case Processing Summary 
Unweighted Casesa N Percent 
Selected Cases Included in Analysis 117 84,2 
 Missing Cases 22 15,8 

 Total 139 100,0 
Unselected Cases 0 ,0 
Total 139 100,0 

 
a. If weight is in effect, see classification table for the total number of cases. 

 

Dependent Variable Encoding 
Original Value Internal Value 
0 0 
1 1 

 
Omnibus Tests of Model Coefficients 

 Chi-square df Sig. 
Step 1 Step 28,519 13 ,008 
 Block 28,519 13 ,008 

 Model 28,519 13 ,008 

 
Model Summary 

Step -2 Log likelihood Cox & Snell R Square Nagelkerke R Square 
1 132,642a ,216 ,289 

 
a. Estimation terminated at iteration number 5 because parameter estimates changed by less than ,001. 

 
Classification Tablea 

 Observed Predicted 
  ExceedCost3 Percentage Correct 
  0 1  
Step 1 ExceedCost3 0 28 25 52,8 
  1 17 47 73,4 

 Overall Percentage   64,1 

 
a. The cut value is ,500 

 

Variables in the Equation 

 B S.E. Wald df Sig. Exp(B) 
Step 1a TotalBenefit ,100 ,026 14,334 1 ,000 1,105 
 Grupp2 ,677 ,656 1,066 1 ,302 1,968 

 Grupp3 ,942 ,649 2,106 1 ,147 2,566 

 Grupp4 -1,082 ,738 2,153 1 ,142 ,339 

 Grupp5 -,223 ,663 ,113 1 ,736 ,800 

 TotalAssets11 2,618 1,682 2,422 1 ,120 13,705 

 TotalAssets12 1,464 1,538 ,906 1 ,341 4,325 
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 TotalAssets13 2,471 1,635 2,284 1 ,131 11,837 
 TotalAssets14 1,169 1,764 ,440 1 ,507 3,220 

 TotalAssets15 ,343 1,971 ,030 1 ,862 1,409 

 TotalAssets16 2,518 1,863 1,827 1 ,177 12,398 

 OngRep1 ,011 ,494 ,001 1 ,982 1,011 

 FinancStmt1 ,486 ,549 ,783 1 ,376 1,626 

 Constant -4,945 1,933 6,546 1 ,011 ,007 

 
a. Variable(s) entered on step 1: TotalBenefit, Grupp2, Grupp3, Grupp4, Grupp5, TotalAssets11, 
TotalAssets12, TotalAssets13, TotalAssets14, TotalAssets15, TotalAssets16, OngRep1, FinancStmt1. 
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