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ARTICLE INFO

Avrticle history: Abstract

Received 00 December 00 The purpose of this study is\to perferm a meta-analysis of the relationship

Accepted 00 February 00 between auditor charagteristicsiand profit quality. In order to integrate the re-
sults of differentresearchés and identify the factors that modulate the relations

Keywords: . between the auditor's charaetefistics and profit quality, in this research we will

meta._analyys use meta-analysis methodology which is one of the quantitative statistical

profit quality

methods. In'erder to\implement the during 2005-2020, the website of domes-
tic scightifie researeh journals (articles published during the years 2005-2020)
were identified and collected as a statistical population of the research and
collected;%and by systematic removal method, finally 50 studies have ana-
lyzed;, the results of the studies conducted in the mentioned period on this
relationship, indicate that most of these studies are heterogeneous. In order to
identify the cause of this heterogeneity, by dividing the researches based on
different criteria for measuring auditor characteristics and calculating chi-
square statistics, the results show that different criteria of auditor characteris-
tics moderates the relationship between auditor characteristics and profit qual-
ity and there is a significant relationship between auditor independence and
profit quality; there is a significant relationship between auditor rotation and
profit quality, auditor size and profit quality, non-audit services provided by
the auditor and profit quality, between fee paid to the auditor and profit quality
and between auditor expertise in industry and profit quality.

auditor characteristics

1 Introduction
The role of auditing in validating corporate earnings information in the bankruptcy of large cor-

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

Based on the contradictory results of previous researches in this regard, this research will per-
form a meta-analysis of this part of the literature by identifying and*€ellecting the relevant experi-
mental studies in which through integrate the results and=identify the causes of diversity in the
results of studies make it possible to better understand the effect of auditor's characteristics on
profit quality.

In the meantime, making the necessary deciSions'to achieve high quality profit content cannot
be unrelated to audit fees. It seems that in coppanies whose level of profit quality is high, the costs
paid for performing audit services in order ta,reveal various aspects that reflect the quality of profit
will be higher. Audit has a supervisory role“awvef the contract so that any breach of contract is
brought to the attention of securities’holders. Also, audit responsibility is not limited to overseeing
the financial reporting process; rather, auditing serves as the ultimate gatekeeper of financial dis-
closure. A company with an aceguntingrexpert is more likely to drive management profits more
accurately [15]

It is also less likelygthatylarge corporations will give in to a particular customer because they
have multiple customers and offer a variety of services. However, a small company that earns a
large portion of fits‘revenue from a particular customer is more likely to surrender to that customer
more easily, There areytwo different views on the tenure of auditors and the quality of financial
repOkting. Theirstiew states that the shorter the auditor's tenure, the lower the quality of earnings.
Proponents of auditor change believe that in the event of a forced rotation, auditors will be more
able to withstand the pressures of client management and make more impartial judgments.

2 Theoretical Foundations and Research Background

According to profit quality theory, higher quality profit provides more information about differ-
ent aspects of a company's financial performance. In addition, from the point of view of agency
theory, independent auditing helps shareholders in controlling and supervising the management
activities of the company. [15]stated that independent auditors are more effective in overseeing
management and reducing the ability to report erroneously by minimizing management interven-
tion [20] On the other hand, resource dependency theory states that the role of auditing in providing
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resources in a professional and experienced way for companies to gain a competitive advantage,
especially in the quality of financial reporting, is so effective. Based on agency theory and resource
dependency theory, it can be thought that academic financial expertise reduces discretionary ac-
cruals and improves profit quality. Another feature that has been identified in previous researches
as a factor affecting earnings quality is the size of the auditor. According to agency theory, internal
and external oversight mechanisms are needed to reduce conflicts of interest between managers
and stakeholders, and increasing the quality of oversight can also reduce information asymmetry
[9]. Also, with the increase of the auditor permanence years in a company, his knowledge of that
company increases and he knows what issues should be paid special attention to in ‘erder to audit
it. However, there are other interpretations in this field. One interpretation is that auditers,have less
independence in the early years of auditing. There is a favorable view of the auditers rotation in
the face of evidences that an increase in the tenure of auditors leads to the reporting of lew quality
earnings [4]. [24]argues that, despite this legal restriction, evidences from”academie,researches
show that non-audit services undermine the independence of auditors and thus reduce the quality
of financial reporting and thus the quality of profits. Also, if therisk ofimanipulating the client's
profit is greater, then auditors are required to reduce audit risk Inigeneral through additional testing
methods or allocating additional resources to audit trangactions, which is likely to lead to signifi-
cant distortion of financial reporting. [11]In this regard, thythe country, [19], in a study entitled
Factors affecting the quality of profits of pharmaceutical companies found that there is a significant
and direct relationship between profit quality and steek value,and company size and there is a
significant inverse relationship between the profit quality and gender diversity of members of the
board.

Moradiin a study entitled The relationship betweensearnings quality and auditing fees with div-
idend policy showed that there is a diregtand'significant relationship between earnings quality and
auditing fees with dividend policy and there is a significant inverse relationship between financial
leverage and the ratio of accruals,with dividend policy.[18]

Heydariin examining the effect of ‘audit quality on earnings management show that there is a
significant negative relatiofship between earnings quality and auditor's fee.[10]

Moradi Shahkooh, in examining’the relationship between the characteristics of the audit com-
mittee and profit quality, showsthat the size of the audit committee and the financial expertise of
the audit commiitee inerease the quality of companies' profits.[17]

Piri, Pacviz,in examining the relationship between tenure and change of auditor with the quality
of edrnings show that increasing the tenure of auditors increases the amount of accruals and as a
resultidecreasesthe quality of earnings, while increasing the amount of auditor change reduces the
amount ofaccruals and increases the quality of the profit.[23]

Goran, in examining the effect of audit quality on earnings quality showed that the size of the
audit institute has a positive and significant effect on earnings quality. The auditor's tenure has a
positive and significant effect on earnings quality.[7]

Francis, in examining the effect of auditor characteristics on profit quality and performance,
show that the auditor's special characteristics limit the opportunistic and profiteering behavior of
managers and thus will improve the quality of accounting profits and company performance and
as a result, investors will have more trust in the capital market.[6]
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Safarzadeh ,in his research entitled The role of auditor characteristics in improving earnings
quality found that the index introduced to the auditor with the criteria of accrual quality, profit
stability, profit smoothing and profit conservatism, has a significant inverse relationship and with
the timeliness of profit has a direct and significant relationship, but does not have a significant
relationship with predictable orofit and value indices.[26]

Mehrani et al, in examining the role of auditor characteristics in earnings quality, found that
there is no significant relationship between auditor characteristics and the studied dimensions of
earnings quality. In other words, the auditor's tenure has not had a significant effect on earnings
quality.[16]

Torabi Nejad , in a study entitled The effect of tenure and auditor size on earnings quality shows
that there is a positive and significant relationship between auditor tenure and profit quality. Also,
the auditor's short tenure does not have a significant effect on profit quality and therelis no'signif-
icant relationship between auditor size and earnings quality.[29]

Abroad as well; Al-Badal et al., in a study entitled "Characteristics and quality‘ef thesaudit com-
mittee" showed that some of the characteristics of the audit committee, affect,the quality of prof-
its.[2]

Sai Lim and Kitisik, in a study entitled Audit Committee andRrofit Quality show that the audit
committee reduces profit management activities in companies. Prafit management was usually
found where the majority of the audit committee was compesed of nonzindependent managers. The
audit committee should be independent and have an impartial role in the development of the
firm.[26]

Khalilov et alin a study examining accounting cofservatism and corporate profitability, show
that conditional (unconditional) conservatismsis associated with lower (higher) sales profitability,
and conservatism affects the profitability ofijpurchases. [13]

Song et alshowed the relationship betweenithe‘expertise of the audit committee members and
the quality of earnings according tofthedmeta-analysis method that the expertise of the audit com-
mittee has a positive relationshigswith profit'quality and of course the accounting expertise shows
a stronger relationship.[28]

El-Rasas and Camardin’'in astudyentitled - Profit quality and auditing characteristics in the high
market of centralized ewnership showed that the independence of the audit committee and invest-
ment in internal audit,has apositive relationship with profit quality and concentration of ownership
is along with lowerprofit,guality.[6]

Inailo and Manag found that the auditor's independence in providing non-audit services appeared
to have a positive relationship with the abnormal working capital of accruals, which is an indicator
of lower, qualityjof profit.[12]

Suleimamand Ragab in a study entitled Audit Committee Effectiveness, Audit Quality and Profit
Manipulation, showed that the independence of the audit committee; experience of members of the
audit committee; audit committee meetings and audit quality have a negative and significant rela-
tionship with discretionary accruals and there was a significant relationship between the size of the
audit committee and the level of discretionary accruals.[27]

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

3 Hypotheses

According to the proposed theoretical framework, the research hypothesis is presented as fol-
lows:

Main Hypothesis: Different criteria of auditor characteristics moderate the relationship between
auditor characteristics and profit quality.

Sub-hypothesis 1- There is a significant relationship between auditor independenee, andyprofit
quality.

Sub-hypothesis 2 - There is a significant relationship between auditor raotationy(atditor tenure)
and profit quality.

Sub-Hypothesis 3 - There is a significant relationship betweeh auditorsize and profit quality.

Sub-hypothesis 4- There is a significant relationship between the providingithe auditor non-audit
services and profit quality.

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

Sub-Hypothesis 6- There is a significant relationshiprbetween auditor expertise in the industry
and profit quality.

4 Research methodology

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

4-1 Statistical population and sample selection

The study population in this study are articles (from experimental studies done) related to the
impact of auditor characteristics on earnings quality worldwide and from the website of foreign
journals (articles published during 2005-2020) and the websites of domestic scientific research
journals (articles published during 2005-2020) were identified and collected. Finally, out of a total
of 277 collected studies, 50 studies were analyzed according to the applied limitations and using
the systematic removal method.
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4-2 research models and variables
4-2-1dependent variable
A- The dependent variable is the profit quality, the indicators of which are described below:
1- Quality of accruals: Measured by Decho and Dechio (2002) in model (1):
WC-ACCi = a+ fiCFi—1 + f2 CFiy + f3 CFi 11+ ei. 1)

CF: Operating cash distributed over the previous year's total assets for homogenization;
WCACC: The sum of working accruals obtained in Model (2):

WCACC, = (ACGA, - ACL, - Aash, + ASTD, )/ 4., 2)

CCA: aaaeees in rrr rnnt asstt;; CC:: hheeees in uurrttt dttt ; CCssh: aahhfhhassss ; SSDD:
changes in short-term received facilities; A: Total assets.
2- Profit stability: which is examined based on the regression model (3):

@)

PTBIt + 1: Profit before tax deduction on total assets imyeriod t +2

PTBIt: Profit before tax deduction on total assets in pefiodit

3- Profit predictability: Based on the Francis et alworks, using'the square root of variance, the
error estimated from the profit stability equation is measured as described in model (4) [26]

4
Pred;, = \l'nz(v)l‘ ¢) )
On this scale, ® iz} shows the varjange ofythe remnants of the profit stability model, larger
values for Pred indicate lower predi€tability of profit and, consequently, lower quality of profit.
4. Profit smoothing: is examipedthrough'model (5):
Profit smoothing: Standard/deviationief operating profit to first total assets
Standard deviation ofitheleperating cash flow ratio to total assets  (5)
A lower ratio means,maore prafit smoothing and therefore lower profit quality, which means a
higher probability ofiprofit\smoothing.
5. Timeliness ofyprofitiJsing the Roanidek model as described in model (6):
EY = b1 + bg* Ri_t + Cit (6)

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

NL= = BaDy + (o + psMKV, # g MTB,, + JLEV)*R, + (A + AaMKV, = A MTB, (7)
el EV, "D, "Ry + (5MKV, * 83MTB, + 5y LEV,, + 84D,MKV, + 5,D,MTB, + §uD,LEV,)

- NIjt : Net profit before contingent items to market value of equity j at the end of the year t.
: Rjt : Return on stocks of company j during fiscal year t.

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

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

Vol. 00 (20xx), Advances in mathematical finance and applica-
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MTB;t: ratio of market value to book value of company equity j at the end of fiscal year t; LEVit:
the debt-to-qqii tr rttio of cmmmnnj j tt tee ooo ooficcal aaar t; &jt: Reiiuull or mllll  rssiuue

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

C-SCORE = A, + AyMKVjt + L,MTB;, + A LEV,, (8)

4-2-2independent variable

The independent variable is the characteristics of the auditor, the indicators of which will be
described:

1. Auditor independence: which the model (9) is used:

9)

RI: Auditor Independence Ratio, HC : Audit Fee in the TargétyYear, I: Total Audit Firm Revenue
in the Target Year. In this model, it is assumed that the smaller thelamount of the auditor's receipts
from emll eeer loaati,,, thnn tee ddditor will ee more 1% to rssitt tee,mnplyyrr’s oooortiii ttic
behaviors.

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

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

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

5. Fee paid to the auditor, I heynatural logarithm of the audit fee has been used to calculate it.
Audit fee information is extracted from the accompanying notes to the financial statements of the
administrative, public'and definite expenditure sector of other expenses.

6. Expertise of theiauditar in the industry: Using two approaches, the market share and the port-
folio shafe of the auditing firm is calculated which in this research, the market share approach is
used. Auditers' market'share is also calculated as described in Model (10):

fom)* () <(a) (“’)

The total assets of all the owners of a particular auditing firm in a particular industry (EA) are
divided by the total assets of the total owners in the industry (EAT). Institutions in this research are
considered as industry experts whose market share (i.e. the phrase to the right of the equation) more
than the phrase one on the number of companies in an industry (IF) multiplied by one divided by
two (i.e. the expression to the left of the equation) (Hajiha and Sobhani).
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5Analysis of research data

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

Table (1) List of domestic articles used for meta-analysis

Statistic value Statistic type result Indep_endent Depgndent sample Research | Publish researcher row
variable variable country year
Lack of Quality of ben-
) gs significant Auditor tenure efit
and.\ 4 relationship (inclusive of):
v v Lack of The value of Y\V Iran 2013 Mehrani et al. \
. 1 significant Auditor size propulsion
o rel%tionshi And caution
P ((conservatism
Positive and - . .
0.4¢ significant Auditor tenure Profit quality AY Iran 2016, P"'.& . Y
- h (accruals) Sedqiani
relationship
Positive and .
Y.\oo significant Auggggzzure
relationship Profit Jahanshah &
) VoY Iran 2013 : Y
Lack of . conservatism Lavasani
0 e Auditor type
significant ] d
- b (auditor size)
relationship
Positive and - . .
Y.oY.V significant Auditor tenure Profit quality VYA Iran 2019 Khoramabadi ¢
- h ((accruals etal.
relationship
Lack of )
Al significant consgr(:/f;tism
effect Auditor tenure VY Iran 2012 Khalilzadeh o
Lack of vetal.
-y significant profit stability
effect
Lack of . L
V. AA significant Auditor tenure me't. 14 Iran 2014 Khaja_w_ & 1
] b conservatisrm Hosseininia
relationship
financial
. reporting
Negative and .
-LAV significant Audit,fe€ qughty 4 Iran 2019 Khoshkar et v
] . Quality of . al.
relationship .
optional
laccruals
financial
Lack of rez‘;rlti'tng
R significant Audit fee Ouality oF) v Iran 2015 | Rajabietal. | A
relationship 'ty
optional
(accruals
Positive and financial re-
significant porting quality
). 0YVEOA relationship Audit fee Quality of . V.o Iran 2019 Ramezani q
with profit optional
quality (accruals
Existence of
AT a pOSIt!VE and Audit _mstltute
meaningful size
relationship
Existence of
£ VT a positive and Audit expertise profit stability VAL Iran 2016 Salehi et al. V.
’ meaningful in industry
relationship
Lack of
V.VVAN significant Auditor tenure
relationship
Lack of Accruals
-0 significant ualits
relationship quality
Negative and . .
XA significant Auditor rotation profit stability YVY Iran 2014 Safarzadeh A
relationship
v, Negative and Profit
) significant smoothing
Vol. 00 (20xx), Advances in mathematical finance and applica- [9]
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relationship
Negative and -
YA significant Profit
] b conservatism
relationship
Positive and .
Y.YA significant tin':er:)igéss
relationship
Lack of .
1Y significant P_roflt_ .
- ) Predictability
relationship
Lack of
AR significant Acucarll;fls
relationship quality
Lack of
AR significant profit stability
relationship
_Lan_:lg of Profit
< AVA significant smoothin
relationship Audit institute 9
.La(.:if of slze Profit
2y significant conservatism
relationship
Lack of -
Vv significant . Pm.f't
- b timeliness
relationship
_La(_:k of Profit
--0 ¢ significant o
- h Predictability
relationship
Negative and
-Y.£90 significant A(Lcarlli]fls
relationship quality
Negative and
-Y.Y4A significant profit stability
relationship
_La(_:k of Profit
-).YA significant Audit cootRid
relationship uattor J
Lack of expertise in
U industry Profit
--.89) significant RonseriBisd
relationship
Positive and 5 V.
¥.YVY significant protifyimeli-
- b ness
relationship
Lack of -
AN significant F_’roflt_ .
. h Predictability
relationship
Rotation
" rotation /
Positive'and ( . .
89 N .y 4
significance significant Tqpe) of the Proflt_ VYV Iran 2018 Kashanipoor \Y
¥ . partners of the conservatism etal.
relationship o
auditing
institute
Negative and . .
-0V t significant Auditor tenure Proflt_ oA Iran 2010 Karami & Y
. b conservatism Bazr afshan
relationship
Ne_gat_l\_/e and Audit institute
-Y.Aay significant size
relationship Optional Marfoo &
- - VoY A V¢
\ Negative and Auditor accruals Iran 2014 Amiri
-E YA significant expertise in
relationship industry
Positive and - T .
Y001 t significant Profit Audit institute I Iran 2014 Malekian & \o
. h conservatism change Abdi poor
relationship
Positive and Audit
Y.Yo. significant committee
t rela_tl_onshlp independence Proflt_ ey Iran 2017 Nasir zadeh et -
Positive and . conservatism al.
L Audit
£.ve significant committee size
relationship
Positive and - -
L . Profit Vakili Fard &
YV ] fe
.-VA t 5|gn_|f|caqt Auditor tenure conservatism €q Iran 2014 Maranjoori W
relationship
-).0-8 t Lack of Audit institute accruals 342 Iran 2014 Vakili Fard et A

[10
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significant size auditor’s al.
relationship change
observation
Negative and . .
A . Alavi Tabari
-Y.¢04 t 5|gn_|f|car!t Auditor tenure accruals A Iran 2013 & Bazrafshan \a
relationship
Lack of Auditor
-).e0Y t significant expertise in accruals VWV Iran 2009 Etemadi et al. Y.
relationship industry
Lack of Auditor .
-2 t significant expertise in accruals VWY Iran 2012 Agayi & Y\
] h ) Nazemi
relationship industry
Lack of -
BRAY significant AUd'ts;;eSt'tUte
t relationship Optional VY Iran 2011 Jabarzadeh et v
Lack of accruals al.
S YAA significant Auditor tenure
relationship
Negative and .
-0.Y\) t significant Audit fee Profit stability AY Iran cooc KhOd:?ad' et Yy
relationship '
Negative and . . .
YN0 t significant Auditor tenure Predﬁ?t);gilit 1626 year- Iran 111 ASZ;fZ;r\‘/Z':]'d‘F‘ i
relationship Y company
Positive and - .
£.9 o .
p-value significant AudltSil;:tltute consF;rr(\)/falttism Voo Iran 2013 Hassani Yo
relationship
Lack of
VYV significant Profit stability
relationship Auditor tenure
Lack of Accruals
- A significant ualit
relationship g Y 819-year- Shams Al-
t Iran 2017 - Y1
Lack of company dini et al.
\.¥a0 significant Profit stability
relationship Audit institute
Negative and size Accrials
-).AAY significant uali
relationship quality.
Negative and .
EATA t significant Auditor tenure Accrqals Ve Iran 2013 Taghizadeh Yv
- h quality: Khangah
relationship
Positive and p .
YAL t significant Auditor _Report \. Iran 2014 Khodadadi et YA
- . comment timeliness al.
relationship
Table (2) List of foreign articlgs usedhfor meta-analysis
- . R r .
Statisti Statistic Independent Dependent sampl esearc Publis ro
result . - h researcher
c value type variable variable e h year w
country
Resitive
A and Audit Profit
p-value significant institute size predictabilit LeVv England Y..q Husseini \
relationshi y
p
Lback of Combined
M significant Audit variable with
' relationshi | institute size factor
p analysis of
Negative (quality of
and . accruals,
SR t significant | AUO" profit N1 | fndones |y, | Suparatoet
relationshi stability, '
p profit
Lack of . redictabilit
- a%_o Auditor P d audit
y.o1y signi |canF expertise in y and auditor
’ relationshi indust expertise in
p y (the industry
Positive
and . . .
P Audit discretionary . .
ARAR ignifican . A1 Brazil YA ilvester et al. Y
t significant rotation accruals a Silvester et
relationshi
p
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Lack of
CTAY significant Non-audit
' relationshi services
t p discretionary Yo Australi . Rasmin s
Lack of accruals a
a6y significant Auditor
' relationshi expertise
p
Negative
and .
-Y.av significant Auditor
. . tenure
relationshi
p
Negative
and .
-y.01 significant | . AUd't .
- . | institute size
relationshi discretional
t p Yoy Jordan AV Al-ZUj 0
accruals
Lack of .
o Auditor
significant -
-\.AV relationshi expertise in
D industry
Negative
and Auditor
-€.9A significant | independenc
relationshi e
p
Negative
and Audit discretionary
- ignifi - : X A
p-value 3|gn|_f|can! institute size acoruals A4 Portugal A Ata Paula 1
relationshi
p
Negative
and .
Yo significant instmg'tsize
relationshi
p ‘
t Lack of conser?vf:tism Yq Oman VY Hamdan et al. v
- AY relationshi Auditor fee
p
Lack of
-).4.1 relationshi Indust_ry
0 expertise
Positive Bahrain,
and Auditor Kuwait,
0.YY¢ significant independenc Oman,
relationshi e Qatar,
P Profit 04 Saudi . A
! Positive conservatism Arabia Hamdan
and . and the
Y& significant instﬁlft?tsize United
relationshi Arab
p Emirates
Negative
and .
BAE t significant AUd'JCr)g ten- accruals vya China S\V Leong et al. a
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5-1statistical description of variables:

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

5-2 Results of research findings

The results of performing meta-analysis on the whole statistical sample, including internal and
external studies, are reflected in separate tables. In the meta-analysis approach to'test the research
hypotheses, first the effect size heterogeneity test is justified in order to deterpaing the,typg of meta-
analysis model used to test the considered hypothesis. If the data is homogeneous, the fixed effects
pattern is used, and if it is heterogeneous, the random effects pattern iswsed, thesesults of which
are presented in Table (3):

Table (3) Effect size heterogeneity test

Effect size heterogeneity, test
Test result Signing Q relationship between independent and dependent variables hypothesis
12 value ance -
statistic
level
Ranfigg ef- 80.58 0.000 41.19 Auditor independence and profit quality Sub. 1
Ranfigg ef- 89:.01 0.000 191.08 Auditor rotation (auditor tenure) and profit quality Sub. 2
Ranfcégg & 82.26 0.000 95.83 Auditor size and profit quality Sub. 3
Ranfcég;rsl ef- 79.19 0.008 9.61 Provide non-audit services by the auditor and profit quality Sub. 4
Ran%(ég ef- 82.26 0.000 22.55 fee paid to the auditor and profit quality Sub. 5
Ranfti(;g ef- 78.53 0.000 27.95 Auditor expertise in industry and profit quality Sub. 6

uuuree: rssaareeer’f fiiii nss

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

Table (4) research sub-hypotheses test based on fixed or random effects pattern

- Average
Effective size weiaht
result significance | Z statistic confidence sizegof Relationship between variables hypothesis
interval
effect
. AR L " .
confirm e Y.00 an(o.l Ay ) -E Auditor independence and"profit,quality 1
] -Yoe - 0. i i i
confirm . AAYO ) YA Auditor rotation (audlt_or tenure) and 2
and( profit guality
. - A . . y .
confirm | +.-- A0y an(d Yo N Auditor size@nd profit quality 3
. (-0.551 and Providing non-audit'services by the
LYY ).YE <A : . :
reject 0.226) auditor and profit quality 4
confirm N ¢ -y.av 'O'ézsszr;d ) --.Yev | _Jfee paid to thelauditor and profit quality 5
confirm o ¥ (-0.099 and - Ny Auditor expertise in _|ndustry and profit 6
0.356) quality

uuuree: rsseareeer’f fiiii sss
In the following, the results obtained fromytheuse of meta-analysis models including point estima-

tion (average based on sample size weighting) and interval estimation (confidence interval), effect
size of studies along with test statistiCs and significance level in Table (5) are presented:

Table (5)Frequency distributiomof effect size classes of variables

gg?g;:tr;;i frequency Amplitude of effect intensity change
.01 ]l (Low effect intensity (less than 0.1 or greater than -0.1
" ‘Y Moderate effect intensity (between 0.1 to 0.3 or between -0.1 to -
B (0.3
AR 0 (High impact intensity (greater than 0.3 or less than -0.3
V.. 0. Sum.

fuu.ee: rsseareeer’f fiiil sss

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

5-3 Investigation of research hypotheses
To examine the main hypothesis of the research, we examine the related sub-hypotheses, the

results of which are shown in Table (7):

5-3-1 the first sub-hypothesis of the research
The results of meta-analysis of the first sub-hypothesis of the research are presentediin Tables (6)
and (7):

Table (6) Effect size heterogeneity test

Test result Effect size heterogeneity test relationship between in_dependent and Hypothesis
12 value Significance level | Q statistic dependent variab(gs name
Random effects 80.58 0.000 41.19 Auditor independenceand profitquality Sub.1
Table (7) effect size Average and confidence interval
Weight
result Significance zZ effect size confidence average Relatlonshlp between hypothesis
level statistic interval of effect variables
size
con- Auditor independence
firm 0.000 3.55 (0.097 and 0,326) 0.214 and profit quality Sub. 1

ccccec: rsserreeer’s fiill nss

In Table (6), 9 studies selected the auditox's independence as a characteristic of the auditor and
examined its relationship with profit quality, thesfesults of their meta-analysis is shown in Tables
(4-4 and 5-4). The positive confidencetinterval reported from this number of studies (0.326 and
0.097) as well as the positive numberymean Z indicates a significant positive relationship between
auditor independence and profitiguality.”"Homogeneity test between studies with a value of 41.19
shows a lot of heterogeneity.

5-3-2the second subshypothesis of the research
The results of metasanalysis of the second sub-hypothesis of the research are presented in Tables
(8) and (9%

Table (8)\Effechsize heterogeneity test

Test résult Effect size heterogeneity test relationship between independent and Hypothesis
[2value | Significance level | Q statistic dependent variables name
Random ef- Auditor rotation (auditor tenure) and profit
fects 89.01 0.000 191.08 quality Sub. 2
Table (9) Average effect size and confidence interval
Hypothesis | Significance z effe(_:t Sz Effegt s1ze relationship between Hypothesis
L confidence weight .
result level statistic . variables name
interval average
Auditor rotation (audi-
confirm e -8.35 (-0.254 and - -0.208 tor tenure) and profit Sub. 2
0.160) quality

[16
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Also, 22 cases selected the auditor rotation (auditor tenure) as a feature of the auditor and ex-
amined its relationship with profit quality which the results of their meta-analysis are presented in
Tables (4-4 and 5-4). The positive confidence interval reported from this number of studies (-0.160
and -0.254) as well as the negative number, mean Z indicates a significant negative relationship
between auditor rotation (auditor tenure) and profit quality. The homogeneity test between studies
with a value of 191.08 shows a large heterogeneity.

5-3-3 Third sub-hypothesis of research
The results of meta-analysis of the third sub-hypothesis of the research are presented inFables (10)
and (11):

Table (10) Effect size heterogeneity test

result Effect SIZ? hejtt-erogeneny fest Relationship betweemindependent and hvoothesis
12 value | Significance Q defendent variables yP
level statistic
Ranf%gg e | 8226 0.000 95.83 Auditor size and'profit quality Sub. 3

Table (11) effect size Average and confidence interval

effect size Effect size
result Significance Z Average NGt Relationship between Hypothesis
level statistic | confidence 9 variables name
. average
interval
' i (-0.118 and \ Auditor size and profit
confirm 0.000 6.12 -0,225), 0.172 quality Sub. 3

uuuree: rsserreeer’s fiddiggs

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

5-3-4 the fourthsub-hypothesis of the research
Thefresults ofymetasanalysis of the fourth sub-hypothesis of the research are presented in Tables
(12) and (13):

Table (12) Effect size heterogeneity test

Test result Effect sm? he_tej‘rogenelty test relationship between independent and hvoothesi
estresu 12 value Significance Q dependent variables YPOthesis
level statistic
Random ef- Providing non-audit services by the audi-
fects 7919 0.008 9.61 tor and profit quality Sub.4
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Table (13) effect size Average and confidence interval

Significance z effect size Average Effegt size relationship between Hypothesis
result . . A weight B
level statistic | confidence interval variables name
average
Providing non-audit
reject 0.213 1.24 (-0.051 and 0.226) 0.089 services by the auditor Sub. 4
and profit quality

it ee: reeeareeer’f finii sss

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

5-3-5the fifth sub-hypothesis of the research

The results of meta-analysis of the fifth sub-hypothesis of the researchiaré presented in Tables (14)
and (15):

Table (14) Effect size heterogeneity test

Test result Effect S'Z? he-te-rogenelty test relationship between independent and hvbothesis
12 value | Significance Q dependent variables yp
level statistic
RanfcécCJg ef- 82.26 0.000 22,55 Fee'paid to the auditor and profit quality Sub.5
Table (15) effect size,Average and confidence interval

result Significance Z effect size Average Ef\Ileecit f]'tze relationship between Hypothesis

level statistic | confidence interval avergge variables name

confirm 0.003 297 | (-0538and-0123) |  -0.347 Fee paid to the auditor | ¢\,

and profit quality

PPPRe: recearecer’f finii sss

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

5-3-6Sixth sub-hypothesis of research
The results of meta-analysis of the sixth sub-hypothesis of the research are presented in Tables (16)
and (17):
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Table (16) Effect size heterogeneity test

Test result Effect S'Z? he'te'zrogenelty fest relationship between independent and hvoothesi
estresu 12 value Significance Q dependent variables YPOTNEstS
level statistic
Ranfdom ef- 78.53 0.000 2795 Auditor expertise in _|ndustry and profit Sub.6
ects quality

Table (17) effect size Average and confidence interval

Significance z effect size Average Effegt size relationship between Hypothesis
result -, . A weight B
level statistic | confidence interval variables name
average
Auditor expertise in ins
confirm 0.001 -3.39 | (-0.356 and -0.099) -0.232 dustry and profit qual- Sub. 6
ity

rrir ee: reeeareeer’f finii sss

Also 7 studies selected the auditor expertise in industry and profit quality-as,a characteristic of
the auditor and examined its relationship with profit quality which the resultsiof their meta-analysis
are presented in the tables (4-4 and 5-4). The positive confidence intervalreported.from this number
of studies (-0.099 and -0.356) as well as the negative numbérpmean Z indicates a negative and
significant relationship between the auditor expertise in,industryand profit’quality; homogeneity
test between studies with a value of 27.95 shows a lot of heterogeneityiin the following, in Tables
(18) and (19), the research is grouped based on the criteri@ fomgalculating the characteristics of the
auditor and the quality of profit:

Table (28) Researchigrouping based on criteria for calculating auditor characteristics

Related researches Audlto_r .
characteristic

Nasirzadeh; ‘Al-Zawi; Hamdan; Day; Jahmani; Augustine; Al-Rassas; lanloo and Auditor
Chandrasgram independence

Mehrani, Piri; Jahanshad; Khorramabadi; Khalilizadeh; Khajavi, Safarzadeh,

Kashanipour; Karami; Vakili, Alavi; Jabarzadeh; Azizkhani; Shams al-Dini; Taghi- Auditor rotation

zadeh; Suparsono; Sylvester Al-Zawi; Leung; Kramer; Augustine and Goole

Mehrani; Salehi; Safarzadeh; Maroof; Vakili; Jabbarzadeh; Shams al-Dini;

Hussaini ; Suparsono, Al-Zawi;, Anna Paula; Hamdan; Hamdan, Jahmani, Noor; Auditor size

Norman); Chandrasgram and Petersen

Day and lanloo and Huak Non-audit services

Khoshkar; Rajabi; Ramezani; Khodadadi and Hamdan Auditor fee

Safarzadeh, Maroof; Etemadi; Aghaei, Suparsono; Rasim and Al-Zawi E);rr;ggtsltsreyln

uuuree: rsseareeer’f fiiii sss
Table (19) research grouping based on profit quality calculation criteria
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Related researches Profit quality criteria

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

. conservatism
Hamdan; Hamdan and Kramer

uuuree: rsseareeer’f fiiil sss

Regarding the main hypothesis of the research, the results of 50 studies on the relationship be-
tween auditor characteristics and profit quality indicate that these studies are heterogerneous. There-
fore, by combining documented correlation statistics in this research, no specifi¢ conglusion’can
be reached about the existence and extent of such a relationship. Thus, in order to identifyithe cause
of this heterogeneity, we can investigate this issue by dividing the researches based on different
criteria of the auditor's characteristics and calculating the analysis, of intergroup variance. There-
fore, to test the main hypothesis of the research and examine whitherthis Ctiterion of classification,
i.e. different criteria for measuring the profit quality is a factor moderating the relationship between
the two main variables of research (auditor characteristies,and profitiguality) or not; the statistical
value obtained from the intragroup and intergroup homaogeneity test 4S calculated and presented.
The results of the homogeneity test of the main hypothesis subgroups are shown in Table (20):

Table (20) Results of'the hamogeneity test of the main hypothesis subgroups

s|gr;g|/<e:z|:1nce F statistic value sum of squares index
77.44 intergroup
0:254 1.35 662.2 intragroup

rrre. eer reeearcrrr f fiddisss

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

The present study seeks to meta-analyze the characteristics of the auditor and the profit quality.
Finally, the results of the main hypothesis of the research showed that different criteria of auditor
characteristics moderate the relationship between auditor characteristics and profit quality and
there is a significant relationship between auditor independence and profit quality; there is also a
significant relationship between auditor rotation and profit quality, auditor size and profit quality,
non-audit services provided by the auditor and profit quality, between fee paid to auditor and profit
quality and between auditor expertise in industry and profit quality and the main research hypoth-
esis also confirmed. Research evidence generally suggests that the factors that measurethe charac-
teristics of the auditor have been able to play an important role in changing the quality.ef compa-
nies' profits. In this regard, Safarzadeh (2014) and Moradi and Arab (2017), using the infermation
of 73 companies listed on the Tehran Stock Exchange during 2011-2015 showed that'the auditor's
characteristics are effective in improving profit quality which is in line with the results of the pre-
sent study. The results are in accordance with the research of Reguera et al. and Agayr and Nazemi
Araaaani woo eeeee e tttt teere is nn ieeerse rll ttinniii p ttt ween tee \ddditsr’s eeeertiee in i--
dustry and the management of discretionary accruals. In addition, Song etal. showed that the ex-
pertise of audit committee has a significant relationship with profitigudality which is in line with the
results of the present study.

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

From a‘more‘eomprehensive perspective, examine the role of items such as the history of the
audityfirm, thexcompetitive environment of the audit services market, the nature of the audit firm's
partnersyand the quality rating of the audit firms along with other common characteristics used in
terms of profit'quality.

Due to the role of changes in the economic and business environment and the activities of com-
panies in various industries that are not focused on in the present study, it is recommended to re-
searchers to consider additional organizational conditions, competitive environment and economic
status, and conduct coherent additional researches.

Meta-analysis of the impact of audit committee features on profit management.

Conducting additional researches focusing on the effectiveness of the performance and charac-
teristics of the audit committee along with the characteristics of the auditor to increase profit quality

Vol. 00 (20xx), Advances in mathematical finance and applica-
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and conducting additional researches focusing on the effectiveness of internal controls and atten-
tion to control weaknesses along with the characteristics of the auditor to increase the profit quality.
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