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value of audit activity is in helping the user to determine the quality of the
information received. On the other hand, the financial reporting crises of
recent years have focused the attention of researchers and professional
associations on increasing the reliability of audit reports and reducing
negligence. Therefore, considering the importance of auditing and the
quality of financial reporting, this study examines and analyzes auditing
strategies and determines the optimal strategy to improve the quality of
financial reporting. For this purpose, 120 companies active in the Tehran
Stock Exchange, which have a legal and formal audit system and use
external audit firms for auditing, are considered as a statistical sample based
on the counting method, and the senior supervisors, managers, and partners
of this Companies have been questioned. To analyze the data of the
questionnaire, the method of factor analysis and LISREL and SPSS software
was used and the results indicate that the assignment and problem-solving
strategies are the most effective audit strategies for the quality of financial
reporting. However, the strategy of controversy is less important.

1 Introduction

Financial processes are the most important part of a business system. In fact, the slightest problem in
the financial process can lead to business failure in the short term [1-3]. Because all commercial
businesses are always looking for profitability and achieving more wealth [4]. However, the
widespread use of estimates and subjective judgments in the preparation of financial statements has
led to controversy between auditors and owners. In particular, in cases where the standards are not
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clear, the use of unavoidable judgment and subjectivity causes ambiguity in financial reporting, and
the audit report is suspended until negotiations between the auditor and the client on the disclosure of
accounting events are concluded. It becomes. In addition, when it becomes difficult to detect potential
misstatements, landlords are bolder in preparing their financial statements and become more
conservative auditors [5-9]. Despite the idea that maintaining the status quo and not redesigning is a
better and safer way when it comes to accounting and auditing, every business can consider new
opportunities and use a different accounting strategy to improve jobs. Take advantage of yourself and
be more profitable [2]. Today, global events, including economic crises, have highlighted the
fundamental role of reliable and quality financial reporting. These events also demonstrate the
importance of audit quality in other aspects and areas of financial reporting [10-17].

Achieving the quality of financial reporting depends on the accuracy of each link in the financial
reporting chain. One of these circles that plays a major role in supporting the quality of financial
reporting worldwide, both in the public and private capital markets, is independent auditing.
Independent auditing is an important part of control over organizational infrastructure oversight and
inspection, and an important public interest activity that ensures that information in financial
statements is presented fairly and reliably [18-22]. Therefore, audit quality is the most important issue
for developers of auditing standards. In order to strengthen the quality of auditing, the compilers of
auditing standards immediately formulate auditing standards and quality control standards, which
provide the basis for supporting high-quality auditing [6].

Therefore, it is very important for the audit partners to choose the negotiation strategies and tactics
because the conflict between the auditor and the client's goals causes formal or informal negotiations
between the auditor and the client, which are usually initiated by the auditor. He determines the
strategies related to the negotiations. Therefore, the choice of negotiation strategies and tactics
determines the approach of the auditor's negotiations with the client, how to perform the various
stages of the audit, and possibly the audit result [9]. As a result, because there is a conflict between
the auditor and the client can complicate the audit work, it is necessary to negotiate between them in
the process of accounting to manage the conflict, in other words, to determine the optimal audit
strategies in terms of impact on audit quality. It is of special importance. Therefore, this study seeks to
prioritize auditing strategies and examine the optimal auditing strategy that affects the quality of
financial reporting. The strategies studied in this study include two strategies: discrete (win-lose) and
continuous (win-win). The two parties are the manager and the auditor.

Simple definition the five strategies considered in this research, which are standard audit strategies,
are:

» Argument strategy (strategy to challenge the manager's opinion)

Assignment strategy: The strategy of forcing the manager to fall short of his position

» Compromise strategy: a strategy to reduce differences and accept the manager's opinion

Problem Solving Strategy: Finding new ways to meet the needs of both parties (manager and auditor)
* Work plan development strategy: Strategy Designing new ways to negotiate so that both parties
benefit.

Discrete strategy tactics include the strategy of "arguing™ (either directly or indirectly by challenging
the manager's opinion (“"assigning” (ie forcing the manager to fall short of his position) and
"compromising" (reducing differences and accepting the opinion). Manager). The ongoing strategy
includes "problem-solving” (searching for new ways to meet the needs of both parties) and
"developing a work plan" (developing new ways of negotiating so that both parties benefit).
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2 Literature Review

What are discrete strategies? Discrete or detached strategy is that part of the organization that has
significant insight, part of a unit or sometimes a person, is able to achieve its own pattern in the course
of its actions because it is weakly connected with other parts.

Define discrete strategies: Discrete strategies are strategies that are commonly used and can be
defined as "a process for sharing a fixed portion of resources."” These strategies usually result in a
rupture in which only one side wins) or even neither side wins (three tactics associated with this
strategy are: arguing. Is equal to the opposing group's counterproductive efforts. For example, the
client may threaten to no longer use the auditor's services; 2013).

The result is a discrete result in which only one side wins or even neither side wins. The three tactics
associated with this strategy are: Controversy. The goal of this strategy is to "force the other side to
concede or resist the opposing group's counter-efforts.” For example, the client may threaten to stop
using the auditor's services; Or the auditor can provide definitive evidence, such as if the client does
not change its current accounting method; The audit report is conditional.

Assignment. This strategy involves changing the minds of others; That is, negotiations bring fewer
benefits to one group and more benefits to the other. It has been shown that among all the factors, the
time of transfer of points, the number of points awarded and the resistance of the other party before
the transfer are the most important cases of applying this strategy. One of the applications of this
strategy in the field of auditing is when the auditor informs the client about all potential audit
adjustments and then ignores some unimportant adjustments and instead expects the client to easily
accept the significant adjustments.

Compromise. This strategy is between the two strategies. It is an attempt to find a middle ground so
that both sides fall short of their positions and choose the intermediate solution. In a compromise, the
goal of negotiations is achieved (for example, to present an acceptable report), but neither party can
be fully satisfied because one or both parties have a negative view of the negotiation process or its
outcome [9].

2.1 Continuous Strategies

Continuous negotiation strategies usually require more effort than discrete strategies, and research has
shown that it is difficult to use even in structured experiences. In these strategies, the attempt is to
"find a tool with which the opposing groups can clean up or jointly solve the problem in a way that
benefits both sides (the same win-win game)."

Problem-solving: This strategy involves becoming more aware of the interests of both parties and
seeking a new solution that realizes those interests. From the auditor's point of view, problem-solving
involves finding a new solution that maintains the auditor's core position while at the same time the
client concludes that his or her goals will be achieved. For example, in most cases, the employer does
not focus on the accounting method in determining its goal but uses accounting as a tool to achieve
other goals (such as reward or non-reporting of losses). For example, in order to receive a reward, the
employer may emphasize that a certain profit number must be reported at the end, but he can be
indifferent in choosing the accounting method to achieve the above goal. The auditor can suggest
different methods for different revenues and expenses to ensure that accounting standards are met in
the preparation of the financial statements and that the client's goal is achieved.

Expansion of work plan. This strategy involves adding new issues to the negotiations so that the
resolution of the issue ultimately benefits both groups. For example, when the auditor made minor
adjustments to the previous plan to remove them; Enters the work plan, the manager can agree to
modify these items. Therefore, the auditor succeeds in providing an integer for profit. In return, the
manager can implement a special reporting method for continuous items.
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Audit strategy: The term audit strategy is used interchangeably. It often contains guidelines used to
design an audit plan for a particular project (www.accountingtools.com). It can also be used for a
design that the customer has in response to the listener's questions (www.businessdictionary.com). In
this paper, the audit strategy refers to the allocation of audit resources in response to statistical data on
the client population. Therefore, some customers are more likely to be audited (the audit rate is also
specified) while others are less likely to be audited.

The average audit probability on the client population, the specified audit density, may be determined
by external budget constraints. Alternatively, this can be determined by an economic model that
minimizes the total cost, for example, the anticipated fraud loss plus the expected audit cost. The
baseline audit strategy is a random audit in which all customers have the same probability of audit. A
natural improvement over random auditing is the segmentation of the customer population, which is
based on the different degrees of fraud predicted in different parts of the watch. This is a segmentation
strategy.

2.2 Research Background

Kazemi et al. [8] have identified and ranked the factors affecting the adoption of the scoring strategy
in the auditor-client negotiations. This study, which was surveyed by 21 experts in 2018, and the
results were obtained based on the fuzzy hierarchical analysis method, shows that the behavioral
characteristics, leadership system, rules and regulations, professional behavior, and gender of auditors
are adopted, respectively. The auditor's scoring strategy is effective.

Vagfi et al. [17] in a study designed the statistics of optimal behavioral strategies. First, the optimal
status of behavioral strategies (with emphasis on the appropriateness of the three components of duty,
leadership, and motivation) in the Internal Audit Office of Mashhad Municipality, was counted, and
then the current status of strategies in the office was identified. Then the current situation was
compared with the desired situation. The results showed that the strategy of the "incentive" dimension
is appropriate to the desired situation, so that the reward mechanism for employees is both based on
the results and that payments are made individually. However, the "task design™ dimension strategies
have not been properly implemented, so task segmentation is low and repetitive tasks are high. While
this strategy should be changed in such a way as to avoid giving duplicate tasks to employees, and on
the other hand to divide and segregate tasks as much as possible. Also, regarding the strategy of
"leadership”, the necessary changes should be made (in the two perspectives of delegating authority
and avoiding ambiguity), so that delegating authority to auditors in choosing matters to be addressed
and the manager avoids ambiguity and risk.

Zamanianfar et al. [21] in their study have presented a conceptual model of factors affecting the
quality of reporting using the method of grounded theory. The results show that political costs, capital
market pressure, tax avoidance, dealing with affiliates, information asymmetry, loan contract terms,
managers' reward incentives, and market competition affect the quality of financial reporting.

Hasas Yeganeh et al. [5] in their study concluded that among the contingent factors, corporate
governance mechanisms had the greatest impact on the choice of negotiation strategies and external
constraints and conditions had the least impact on the negotiation process.

Bahri Sales et al. [4] in their study investigated the effect of bold tax strategy and board composition
on auditing fees in companies listed on the Tehran Stock Exchange during the years 1392-1382.
Based on the results of linear regression, only the size of the company affects the auditor's
remuneration.

In a study, Appelgren [2] examined the optimization models of optimal auditing strategies. Based on
the results, models that have an honest inherent audience have more external validity. Second, when a
pre-announced strategy is practical, as is usually the case with tax and profit audits, the auditor prefers

[102] Vol. 9, Issue 1, (2024) Advances in Mathematical Finance and Applications



Azizi Barani et al.

a pre-announced strategy to an unannounced one. Yuan et al. [19] examined the relationship between
auditing industry expertise and accruals with respect to the role of client strategies. The results show
that the negative relationship between the expertise in the auditing partner industry and the client's
accruals is stronger when the client's strategies deviate from the norm of industry strategies.

Mohamed [10] in his study has examined and researched operations research programs in auditing and
planning. In this study, the optimal audit frequency is identified and the optimal audit allocation is
determined. The optimal audit is also calculated in this study with two approaches. In the first method,
the time elapsed between two inspections is identified, which can provide a certain schedule as the
optimal number of audits. The second approach, it determines the optimal allocation of audit
frequency among all controllable units in the company. Zemzem and Fotouhi [22] in a study
examined the effect of board characteristics on a bold tax strategy in French companies for the period
2006 to 2010. They used regression to analyze the results in this study. The results of their research
showed that the size and percentage of women on the board have an impact on a bold tax strategy.
The results of their research also showed that company size and return on assets have a positive and
significant effect on a bold tax strategy.

Xuewen [18] examined the relationship between board characteristics and high-quality auditing. In this
study, the audit fee is considered a representative of audit quality. The results show that the
independence of the board (ratio of foreign directors on the board), gender diversity of the board (ratio
of female directors on the board), and board efforts (number of board meetings) have a significant
positive relationship with auditing fees; However, the size of the board (number of board members)
has a significant negative relationship with audit fees. The results are consistent with the fact that
firms with strong corporate governance demand additional guarantees from external auditors and
high-quality auditing - which in turn leads to high auditing fees.

3 Materials and methods

In terms of purpose, this study is a combination of developmental and applied methods. Because it
seeks to review the best audit strategy. In terms of purpose, this research is part of applied research
and in terms the method is descriptive-correlation. The nature of this work is such that while using the
latest conceptual achievements, a series of new concepts and components are presented separately and
in combination. This research is applied because the conceptual model is developed with regard to the
nature and characteristics of the stock market. 120 companies operating on Tehran Stock Exchange,
which have a legal and formal audit system and use external audit firms for auditing, constitute the
statistical population of this study, which have been selected as a statistical sample using the census
method. Senior managers, managers, and partners of those companies were asked to answer the
guestionnaire. In this research, descriptive and inferential statistics have been used to analyze the
information. Descriptive statistics have been studied through the study of internal and external
electronic and non-electronic documents, interviews with specialists and experts, and the theoretical
foundations and background of domestic and foreign researchers have been studied. Inferential
statistics are based on the information collected through the field method and questionnaire tools and
using factor analysis and LISREL and SPSS software.

To assess the strategies and tactics used by auditors in Iranian auditing firms, the following
questionnaire is provided and participants (senior supervisors, managers, and partners) are asked to
determine the use of tactics by answering the following questions; In this way, each of the questions is
assigned a rating between (not used at all) to 7 (maximum use) according to the amount of use of that
tactic (eight-point scale). The questionnaire for determining audit strategies is as follows.
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Table 1: Important Factors to Determine the Optimal Audit Strategy

No. Tactics used by you as an auditor Strategy
1 Insist on the decision to present financial statements fairly in my opinion Controversy
2 Use influence and power to overcome the manager Controversy
3 Use my accounting experience to achieve what | want Controversy
4 I am persistent and inflexible in carrying out my job responsibilities Controversy
5 Try to meet the expectations of the manager Assignment
6 Adaptation to the wishes of the manager Assignment
7 Satisfy the needs of the manager Assignment
8 Grant points to the manager Assignment
9 I submit to the wishes of the manager Assignment
10 Find some areas and intermediate areas to solve the issue with the manager Compromise
11 Give and take and compromise with the manager Compromise
12 Move less on disputes to reach a compromise Compromise
13 Suggest some intermediate aspects of the issue during the dispute Compromise
14 Talk to the manager to reach a compromise Compromise
15 Raise general concerns with the manager to achieve the best solution Solving
problem
16 Partner with the manager to find new common solutions Solving
problem
17 Work with the manager to find new solutions to meet the expectations of both parties Solving
problem
18 Search for more topics to find new solutions to meet the expectations of both parties Solving
problem
19 Share the opinion on how to solve the problem with the manager to raise new problem-solving Solving
issues jointly problem
20 Bringing other issues for purity with the intended issue to achieve the desired result Application
expansion
21 Find other issues for both parties to meet their demands Application
expansion
22 Working with the manager to achieve an understanding of the issue in the context of other issues Application
expansion
23 Find other topics to add to the discussion Application
expansion
24 Provide all relevant information to the manager to reach an agreement on other issues Application
expansion

4 Results and Findings

Based on the descriptive statistics and the status of the respondents in this study, the majority of
respondents (90%) are men and only 10% are women. The age status of the respondents indicates that
the main respondents are in the age group of 40 to 50 years old, which is about 50% of the
respondents. It is followed by the age group of 50 years and older with more than 28% and the age
group of 30 to 40 years with about 22%. However, among the respondents in the age group of 20 to
30 years, less than one percent of the sample. According to the results, most of the respondents in this
study (more than 54%) have a master's degree. Then there are respondents with a doctorate or higher
(about 30%), and respondents with a bachelor's degree (more than 20%). Respondents' status in terms
of activity history shows that about 56% of respondents have a history of 10 to 20 years. After that,
the largest share is allocated to people with a history of 20 years and older (52%). People with a
history of 5 to 10 years with a share of 19.2% are in the third place and people with a history of fewer
than 5 years are not among the respondents.

In order to achieve the research results, in order to see whether the research data set is suitable for
factor analysis or not, the adequacy of sampling should be tested. The Kaiser-Meyer-Alkin index
(KMO) or the Bartlett test can be used to do this. To confirm the adequacy of sampling, if the value of
the KMO index is less than 0.5, the data will not be suitable for factor analysis, and if its value is
between 0.5 to 0.69, factor analysis can be done with more caution. But if its value is greater than 0.7,
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the existing correlations will be suitable for factor analysis. The results of the KMO-Bartlett test are
shown in Table 2. According to the results, the steps of exploratory factor analysis can be performed
on the data. The value of the KMO index confirms the adequacy of sampling and the zero confidence
level for the Bartlett test also indicates the appropriateness of the factor model cited.

Table 2: KMO-Bartlett Results in Examining the Components of Audit Financial Reporting Quality

Kaiser-Meyer-Alkin index (KMO) | 0.525
Bartlett test
Chi-square statistics 455.055
Degree of Freedom 276
Significant level 0.000

In the next step, the number of hidden factors must be identified. For this purpose, in Table 3, the
results of determining the number of current factors in terms of special values are presented. The
eigenvalue column introduces 5 factors with an eigenvalue greater than 1, so the proposed factor
structure will have 5 factors, which explain about 75.012% of the variance variation, which is a good
value.

Table 3: Total variance explained components of audit financial reporting quality

eigenvalues
Factor Total Percentage of variance Percentage of cumulative variance
explanation explanation

1 1.066 8.854 50.599
2 1.064 8.452 59.051
3 1.098 6.575 65.626
4 1.074 5.725 71.351
5 1.064 3.661 75.012
6 971 2.436 77.448
7 .935 2.08 79.528
8 .829 1.949 81.477
9 .802 1.834 83.311
10 770 1.724 85.035
11 754 1.639 86.674
12 732 1.532 88.206
13 719 1.449 89.655
14 704 1.336 90.991
15 .692 1.231 92.222
16 .655 1.149 93.371
17 .582 1.137 94.508
18 .554 1.125 95.633
19 .504 1.088 96.721
20 487 1.07 97.791
21 421 0.976 98.767
22 .360 0.674 99.441
23 .339 0.521 99.962
24 .283 0.038 100

The final structure of the factors is presented in a rotating matrix. Table 4 shows this matrix, which
contains the share of variance of the variables explained by the factors. The rotating factor matrix was
able to locate the variables of the components of audit financial quality in 5 factors. The results in this
matrix are the basis for grouping the variables and accordingly, each factor is assigned a number of
variables that have high factor loads (greater than 0.7). Appropriate factor loads indicate the
appropriateness of the factor structure and do not imply the need to omit any of the items in this
guestionnaire.
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Table 4: Matrix of operating loads after rotation of quality components of audit financial reporting

Components
Criteria Application
Controversy Assignment Compromise Solving problem expansion
sl .906 437 .005 -.266 -.093
s2 .904 -.490 227 .296 .063
s3 .803 -.242 .209 .533 118
s4 .929 .259 -.108 .302 -211
s5 .386 .763 .060 .196 .333
s6 AT7 737 -.225 .321 -.187
s7 549 712 .288 -.109 .200
s8 319 .733 -115 -.393 .351
s9 .009 814 146 .022 -.435
s10 -.066 -.501 .703 174 178
s11 -.132 -.152 .865 -.085 -.196
s12 -271 -.122 .702 .021 577
s13 -.057 344 816 -.074 .046
s14 -.099 -.043 .948 157 -.231
s15 -.379 -.182 594 .736 .005
s16 .007 -.053 .600 .925 -.298
s17 -.488 .078 .304 713 .028
s18 -133 457 .240 .822 .385
s19 -177 .393 .383 .906 .290
520 -.288 251 136 .149 .805
s21 176 410 .024 .304 .754
s22 -.276 414 -.230 241 .855
s23 -271 .002 -.459 519 .955
s24 -.370 247 -.253 436 704

To test the conceptual model of the research, it is necessary to check its accuracy using appropriate
tests. For this purpose, second-order factor analysis and LISREL software are used in this study.
Second-order confirmatory factor analysis is used when a large structure itself is composed of several
latent variables. In this method, in addition to examining the relationship between observable
variables and hidden variables, the relationship between hidden variables and their main structure is
also investigated. It can be said that second-order factor analysis is a very useful method for data
analysis that gives the researcher high interpretive power.

The output results of LISREL software for fitting the status model of the quality components of audit
financial reporting are shown in Figure 1. According to this figure, it can be said that the factor loads
of the observed variables are above 0.6, which indicates the desirability of these values. In other
words, it can be said that the variables observed in the model can properly explain the relevant
variable. Also, Figure 2 shows the t-test related to the significance of the factor loads of confirmatory
analysis of the components of audit financial reporting quality. This figure also shows the significance
of all factor load coefficients (the observed value is greater than the critical value of t (1.96)).

In addition to estimating the coefficients and errors of the model, LISREL software provides a series
of fit indicators as follows, which can be used to test the overall fit of the model. One of the important
indicators in structural equations is the RMSEA index. According to the general view, if the value of
this index is less than 0.1, the fit of the model is excellent. If it is between 0.1 and 0.5, the fit of the
model is good, and if it is between 0.5 and 0.8, the fit of the model is average. Based on the output of
LISREL software (Figures 1 and 2), the RMSEA index is equal to 0.041, which according to the
above can be said that the model has an excellent fit. Also, one of the general indicators for
calculating free parameters in calculating the fit indices of the normal chi-square index is calculated
from the simple division of chi-square by the degree of freedom of the model. If this value is between
1 and 5, it is desirable. Based on the software output results, this index is 3.77, which is also
appropriate. The model indices are shown in Table 5. The values of the mentioned indicators should
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be in the range (1 to 0) and the closer they are to 1, the better the model is. The value of these
indicators is appropriate for the present study. Therefore, the model is acceptable in this regard.
Considering that the model fit indices indicate the proper fit of the model, it can be concluded that a
suitable model has been estimated. Therefore, the fit of the collected data with the model is desirable.
Therefore, the suitability of the final model is approved.
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Fig. 1: Factor loads of components of audit strategies

Table 5: Values of Fits Indicators of the Status Assessment Model of Components of Auditing Strategies

Criterion Value

Chi-square to the degree of freedom 3.77
RMSEA 0.041

CFlI 0.84

IFI 0.85

GFI 0.94

AGFI 0.92

NFI 0.87

NNFI 0.94

Finally, in order to prioritize the audit strategies, the final model is fitted and the results are presented
in Figures 3 and 4. Accordingly, the RMSEA index is equal to 0.000, which due to being smaller than
0.1, can be said to be an excellent model fit. The chi-square index is normal and in this model is equal
to 3.182, which is a good value. Other model fit indices are also shown in Table 6, which indicates the
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appropriate fit of the model. Therefore, the fit of the collected data with the model is desirable.
Therefore, the suitability of the final model is approved.
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Table 6: Values of fitting indices of the status assessment model of components of audit strategies

Criterion Value

Chi-square to the degree of freedom 3.182
RMSEA 0.000

CFlI 0.94

IFI 0.90

GFI 0.92

AGFI 0.95

NFI 0.89

NNFI 0.95

Based on the coefficients obtained from the model fit, which is shown in Figure 3, the assignment and
problem-solving strategies with coefficients of 3.47 and 3.45, respectively, are in the highest position
from this perspective, which is also significant based on the figure. No. 4 is approved. Then the
compromise strategy is placed with a coefficient of 3.01. The strategy of program development and
controversy, each with coefficients of 2.89 and 2.17, respectively, whose significance has also been
confirmed, have taken the next positions.

5.€1*1 mojadele
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1.08
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Chi-Square=15.91, df=5, P-value=0.00211, RMSEA=0.000
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5 Summary and Conclusion

In the present study, in order to rank the audit strategies and determine the optimal audit strategy, 120
companies active in the Tehran Stock Exchange that had a legal and formal audit system were
interviewed. Cronbach's alpha method was used to ensure the reliability of the questionnaire, which
showed that the questionnaire was sufficiently valid. Then, five strategies were tested by factor
analysis technique to discover the most effective one. Based on the results of factor analysis, the first
strategy is the strategy of controversy, which is also interpreted as the strategy of challenging the
manager's opinion. This strategy has been analyzed by four propositions which are:

1. Insist on the decision to present financial statements fairly in my opinion

2. Use influence and power to overcome the manager

3. Use my accounting experience to achieve my goals

4. 1 am persistent and inflexible in carrying out my job responsibilities

According to the results, this strategy has a coefficient of 2.17 and is ranked fifth among the studied
strategies. The second strategy, the strategy of assignment, is to force the manager to fall short of his
position, which is examined by the following five statements:

1. Try to meet the expectations of the manager

2. Compatibility and coping with the wishes of the manager

3. Satisfy the needs of the manager

4. Grant points to the manager

5. | submit to the wishes of the manager

The coefficient of this strategy is equal to 3.47, which has taken first place.

The third strategy is the compromise strategy. The compromise strategy is interpreted as the strategy
of reducing differences and accepting the manager's opinion and includes the following five
statements:

1. Find some areas and intermediate areas to solve the issue with the manager

2. Deal and compromise with the manager

3. Move less on disputes to reach a compromise

4. Suggest some intermediate aspects of the issue during the dispute resolution process

5. Talk to the manager to reach a compromise

The coefficient obtained for the compromise strategy is equal to 3.01, which puts this strategy in third
place.

The problem-solving strategy, or in other words, the strategy of finding new methods that meet the
needs of both parties (manager and auditor), is the fourth strategy under consideration, which includes
the following five propositions, and the coefficient obtained for it is equal to 3.45, which causes In
order for this coefficient to occupy the second place among the studied strategies. The propositions of
the problem-solving strategy are:

1. Raise general concerns with the manager to achieve the best solution

2. Partner with the manager to find new common solutions

3. Work with the manager to find new solutions to meet the expectations of both parties

4. Search for more topics to find new solutions to meet the expectations of both parties to solve the
problem

5. Sharing my opinion on how to solve the problem with the manager to raise new problem-solving
issues jointly

The fifth strategy under consideration is the work plan development strategy. This strategy is about
developing new ways of negotiating so that both parties benefit. The coefficient obtained is equal to
2.89 and has caused this strategy to occupy fourth place. The propositions for this strategy are:

1. Bringing other issues for purity with the intended issue to achieve the desired result
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2. Find other issues for both parties to meet their demands

3. Work with the manager to gain an understanding of the issue in the context of other issues

4. Find other topics to add to the discussion

5. Provide all relevant information to the manager to reach an agreement on other issues

Overall, the research findings indicate that outsourcing and problem-solving strategies are the most
effective audit strategies. As a result, it can be said that adapting to the wishes of the manager and at
the same time raising general concerns and partnering with the manager to find a new joint solution to
meet the expectations of the parties is the most effective strategy to improve the quality of financial
reporting. The result is consistent with the results of the sensitive study of Yeganeh et al. [5], Mehrani
et al. [9]. However, it should be noted that since the results obtained are the result of participants' self-
assessment, there is a possibility of error in the results. It is also recommended that auditors receive
formal training in negotiation to gain the necessary skills to negotiate principles between the auditor
and the manager.

References

[1] Amirazad, M., Baradaran Hassanzadeh, R., Mohammadi, A., Taghizadeh, H., Modeling the Factors
Affecting Financial Reporting Quality using Grounded Theory in Iran. Journal of Financial Accounting
Research, 2019; 10(4): 21-42. doi: 10.22108/far.2019.112553.1301

[2] Appelgren, L., A survey of models for determining optimal audit strategies, Department of
Management and Engineering, Linkdping University, S-581 83 Linkdping, Sweden, 2020.

[3] Azadi, M., Izadikhah, M., Ramezani, F., Hussain, F.K., A mixed ideal and anti-ideal DEA model: an
application to evaluate cloud service providers, IMA Journal of Management Mathematics, 2020; 31 (2): 233-
256.

doi: 10.1093/imaman/dpz012

[4] Bahri Sales, J., Behnemoon, Y., Madadizadeh, E., The effect of tax aggressiveness and board of
director composition on audit fees. Journal of Management Accounting and Auditing Knowledge, 2017;
5(20):13-26.

[5] Hassas Yeganeh, Y., Babajani, J., Barzideh, F., Bigler, K., Contingency factors affecting negotiation to
resolve the auditor's disagreement with the client regarding the manner of financial reporting, audit knowledge,
2017, 17(67), P. 23-5.

[6] Imani Barandagh, M., Mehrani, K., Hojat Shamami, R., Determining Factors of Audit Quality in
Perspective of Iranian Certified Public Accountants. Journal of Accounting Knowledge, 2016; 7(25):167-189.
doi: 10.22103/jak.2016.1449

[7] Jokar, H., Shamsaddini, K., Daneshi, V., Investigating the Effect of Investors' Behavior and
Management on the Stock Returns: Evidence from Iran, Advances in Mathematical Finance and Applications,
2018; 3(3): P. 41-52. doi: 10.22034/amfa.2018.544948

[8] Kazemi Oloum, M., Rezazadeh, J., Kordestani, G., ldentification and Ranking of Influencing Factors
on The Adoption of a Concession Strategy in The Negotiations Between the Auditor and The Client. journal of
Value & Behavioral Accounting, 2020; 4(8): 163-213.

[9] Mehrani, K., Yazdani, S., Behbahaninia, P., Eskandar., H., How to select negotiation strategies with the
manager by the auditor, Accounting Research, 2013, 8.

[110] Vol. 9, Issue 1, (2024) Advances in Mathematical Finance and Applications



Azizi Barani et al.

[10] Mohamed, A., Operations Research Applications in Audit Planning and Scheduling. World Academy of
Science, Engineering and Technology, Open Science Index 102, International Journal of Economics and
Management Engineering, 2015; 9(6): 2056 - 2064. doi: 10.5281/zenodo.1107820

[11] Parsa, B., Sarraf, F., Financial Statement Comparability and the Expected Crash Risk of Stock
Prices, Advances in Mathematical Finance and Applications, 2018, 3(3), P. 77-93. doi:
10.22034/amfa.2018.544951

[12] Poordavoodi, A., Moazami Goudarzi, M.R., Haj Seyyed Javadi, H., Rahmani, A.M., Izadikhah, M.,
Toward a More Accurate Web Service Selection Using Modified Interval DEA Models with Undesirable
Outputs, Computer Modeling in Engineering & Sciences, 2020; 123(2): 525-570, doi:
10.32604/cmes.2020.08854

[13] Roostaee, R., Izadikhah, M., Hosseinzadeh Lotfi, F., An interactive procedure to solve multi-objective
decision-making problem: an improvment to STEM method, Journal of Applied Mathematics, 2012; 324712:1-
18.

doi: 10.1155/2012/324712

[14]  Salehi, A., Mohammadi, S., Afshari, M., Impact of Institutional Ownership and Board Independence
on the Relationship Between Excess Free Cash Flow and Earnings Management, Advances in Mathematical
Finance and Applications, 2017; 2(3): 91-105. doi: 10.22034/amfa.2017.533104

[15] Tavana, M., Izadikhah, M., Farzipoor Saen, R., Zare, R., An integrated data envelopment analysis and
life cycle assessment method for performance measurement in green construction management, Environ Sci
Pollut Res, 2021, 28, P. 664-682. Doi: 10.1007/s11356-020-10353-7

[16] Tavana, M., lzadikhah, M., Toloo, M., Roostaee, R., A new non-radial directional distance model for
data envelopment analysis problems with negative and flexible measures, Omega, 2021; 102.
doi: 10.1016/j.0mega.2020.102355

[17] Vaghfi, S., Ghomian, M., Khajezade, S., Ghasmi, H., Design of reckon pattern of behavior
optimization, Journal of Development & Evolution Management, 2019; 47-59.

[18] Xuewen, K., Board characteristics and higher audit quality: Evidence from Chinese listed companies,
International Conference on Management Science and Industrial Engineering (MSIE). Harbin, 2011;348-352.
[19] Yuan, R., Cheng R., Ye. R., Auditur Industry Specialization and Discretionary Accruals: The Role of
Client  Strategy. The International Journal of Accounting, 2016; 51(2): 217-239. doi:
10.1016/j.intacc.2016.04.003

[20] Zare, R., lzadikhah, M., Multi-criteria decision making methods for comparing three models of
aluminum ingot production through life cycle assessment, Applied Ecology and Environmental Research,
2017; 15(3):P. 1697-1715. doi: 10.15666/aeer/1503_16971715

[21] Zamanianfar, L., Rahnamay Roodposhti, F., Banimahd, B., Nikoomaram, H., Deilami, Z., The Role of
Earnings Management in Economic Growth and Corporate Growth Illusion, Advances in Mathematical
Finance and Applications, 2021; 6(4): 769-787. doi: 10.22034/amfa.2020.1900232.1430

[22] Zemzem, A and Ftouhi, K., The Effects of Board of Directors’ Characteristics on Tax Aggressiveness,
Research Journal of Finance and Accounting, 2013; 4(4):140-147.

Vol. 9, Issue 1, (2024) Advances in Mathematical Finance and Applications [111]



