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Abstract—The study was aimed at examining the effects of
auditor independence and experience, size of clients’s financial
health and audit fee on the audit quality. This study is therefore
expected to provide empirical evidence about the audit quality
in Indonesia, and targets auditors at the Public Accounting
Firms in Indonesia as the respondents. Surveys were conducted
while hypothesis testing was done with partially simple
regression analysis and simultaneously multiple regression in
which SPSS application was in use.

The study states that on a partial basis, the auditor
independence and experience affect the audit quality, while the
size of the client's financial health and the audit fee give no
significant effects on the audit quality. On the other hand,
simultaneously, the auditor independence and experience, the
size of the client's financial health, and audit fee significantly
affect the audit quality.

Index Terms—Audit quality, auditor, public accounting firm,
Indonesia.

I. INTRODUCTION

This study was conducted as a partial effort to convince
business entities in Indonesia concerning the audit quality by
the Public Accounting Firms. Public Accountants, who unite
in the Indonesian Institute of Certified Public Accountants
must perform good audit quality for the nation’s stronger
sovereignty. The quality of audit which the Public
Accounting Firms in Indonesia has conducted is expected to
have competitive advantages to respond to the implemented
ASEAN Economic Community (MEA). Thus, this study will
contribute to the improvement of audit quality for the nation's
stronger sovereignty with the profession of the public
accountants. The Enron case is an example. As publicly
disclosed, its fraudulent finacial reporting involved Arthur
Anderson, one of the largest Accounting Firms. In Indonesia
alone, some major accounting scandals involved Public
Accounting Firm such as Hans Tuanakotta & Mustofa, in
which it failed to detect misstatements in the financial
Statement of PT Kimia Farma Tbk [1]. To this extent, auditor
independence, professionalism and objective assessment are
deemed necessary. Therefore, new focus of study on this area
especially in Indonesia should be found. So far, the problem
formulation remains on the fact that no fixed variables have
been set to affect the audit quality.
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The challenges that the Public Accounting Firms face refer
to how the audit results are of good quality to improve the
credibility of client's financial statements. From the investor's
perspective, this information is crucial because
properly-audited financial statement with favorable opinion
can lower the cost of capital. Further, the financial statements
are the data based on which the investors make an
investment-related decision. Therefore, they may claim for
the auditor accountability for any possible failure in audits.
However, some accounting scandals involving several major
Public Accounting Firms in Indonesia have raised doubt over
whether or not the investors take into account the
characteristics of quality auditors.

The purpose of this study was to examine the effects of
auditor independence and experience, size of firm, and audit
fee on the audit quality. This study involved respondents,
who are the auditors at the Public Accounting Firms in
Indonesia, therefore, the results of the study will be
comprehensive, empirical evidence on the quality of auditors.

Hence, this study was designed to examine the factors
affecting the audit quality from the external auditor’s
perspective in Indonesia, one of the developing countries in
Asia. This study aimed: (1) to study the factors that can affect
the audit quality by investigating the results of the previous
studies. (2) to determine the most important factors that affect
the audit quality of the external auditors as an empirical study
in Indonesia.

The profession of Public Accountants in Indonesia faces
challenges for winning the competition againts foreign public
accountants especially following the implementation of the
ASEAN Economic Community. With no multilateral
boundary among Asean countries, high quality of public
accountants should be tough and well tested as more foreign
human resources in auditing are available.

To strengthen the national sovereignty, the profession of
Indonesian public accountants shall perform better quality of
audit than that of foreign public accountants while growing
willlingness to learn how to improve the audit quality from
the results of this study.

Previously, Effendy (2010) examined the effects of auditor
competence, independence and motivation on the audit
quality among the regional inspectorate officers. The
population of the study was the Regional Inspectorate
officers of Gorontalo City who conducted regular audits,
while the data were collected from the questionnaires shared
to the respondents. The study used competency (Xy),
independence (X,) and motivation (X3) as the independent
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variable while the dependent variable was audit quality (Y).
To analyze the data, multiple linear regression was used. The
results of the study suggested that auditor competence and
motivation give positive, significant effects on audit quality,
while the independent variable gives no significant effects on
it. The coefficient value of determination shows that
competence, independence and motivation shared to
contribute to the audit quality as the dependent variable by
72.2%, while the remaining 27.8% was contributed by the
factors beyond the model [2].

In another study, Amalia (2014) concluded that the public
accountants assumed responsibility for good quality of audit,
which competence and independence determined. Therefore,
this study aimed to examine the effects of auditor competence
and independence on audit quality. The study included the
auditors who worked at the Public Accounting Firms in
Bandung as the population and concluded that the auditor
competence and independence significantly affect audit
quality [3].

Alim et al (2007) examined audit quality which the
auditors at the Public Accounting Firms in East Java
performed. The study used the auditor’s competence and
independence as the independent variables while audit
quality served as the dependent variable and ethics of
auditors as the moderator variable. In the end, the study
suggested that the auditor independence and competence
bring about significant effects on audit quality [4].

Achmat (2011) observed the effects of auditor
independence, experience, professional due care and
accountability on the audit quality at the Public Accounting
Firms in Central Java. This study proved that auditor
independence and accountability affect audit quality
considerably. On the other hand, auditor experience and
professional due care give no effects on audit quality [5].

Dwiyani (2014) conducted a study on the effects of auditor
independence and the amount of audit fee on audit quality in
the Public Accounting Firms in Bali. The study concluded
that auditor independence and the amount of audit fee
contribute significantly and positively to the quality of audit
process both simultaneously and partially [6]. Audit
fee-focused study was also done by ldawati (2015) which
included three other variables i.e. audit rotation, auditor
competence and auditor motivation and how the three
variable affected the audit quality. Using samples of 103
auditors at the Public Accounting Firms registered at Bank
Indonesia, the study came to a conclusion that audit rotation,
audit fee, auditor competence and auditor motivation
contribute significantly to audit quality both simultaneously
and partially [7].

In Jordan-based study, Al-Khaddash et al (2013) identified
the factors that affected audit quality in Jordan Commercial
Bank. The study concluded that there is positive and
significant correlation among audit quality and audit
efficiency, audit firm's reputation, audit fee, audit firm’s size,
and auditor competence. This study resulted in contribution
to the existing literature on factors that affected the audit
quality in developing eastern countries like Jordan. In
addition, this study confirmed more evidence to the effects of
audit efficiency, audit firm's reputation, audit fee, audit firm’s
size, and auditor competence on audit quality [8].

This study differs from the previous studies in terms of
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testing the significant variables resulting in different results
of the study. The number of samples limited to certain areas
were also different among the studies. This study used larger
samples within a broad and equitable scope to enable decent
presentation of population. Below are the detailed
descriptions of the variables used.

A. Independence

Independence is the ability to act with integrity and
objectivity, and that certain relationships with clients would
cause third parties to question the ability of an auditor to act
with requisite impartiality (Kwanbo 2009) [9]. Auditor
independence is set in the Auditing Standards Section 220,
which prevails in Indonesia. It is made clear in the regulation
that auditor independence refers to a firm, not easily
influenced attitude because an auditor performs work for the
public interest (different from personal practice as an internal
auditor) [10]. Independence should be met in audit work for
standard and quality audit. Mautz and Sharaf (1980) argued
that the state of independence is asssessed by three aspects as
follows: (1) independence in preparing the audit program, (2)
independence in investigation, and (3) independence in
reporting [11]. Suseno (2013) and Suyono (2012) concluded
that auditor independence affect the audit quality
significantly [12], [13].

Ha;: Auditor independence affects audit quality.

B. Size of Client’s Financial Health

The size of client stated in this study refers to the proxy of
client's wealth and financial health. A study conducted by
Carcello, et al. (2004) showed that the auditors with industry
specifications contribute to prevent fraudulent financial
statements which total asset-based client’s size affects [14].
Deis and Giroux (1992) highlighted that auditor’s capability
to resist pressure by the clients relies on the economic
contract, client’s environmental condition and description of
auditor’s behavior, which include (1) a statement of
professional ethics, (2) the possibility to detect poor quality
(3) figures and visibility to retain the profession, (4) the
auditor stays within or become a member of the professional
community, (5) the level of auditor’s interaction with
professional peer groups, and (6) international norms of
auditor profession [15]. Deis and Giroux (1992) further
explained that Client’s healthier financial condition will build
higher tendency to force the auditor not to comply with the
auditing standards [15].

Ha,: Size of client’s financial health affects audit
quality.

C. Audit Fee

Al-Khaddash, et. al (2013) defined audit fee as all costs
incurred by clients to pay the external auditor for audit and
non-audit services given to the clients [8]. Francis and
Simon’s study (1987) revealed that quality audit services can
be differentiated in a competitive market in which cost might
determine the differences in quality [16]. Jong-Hag et al
(2010) stressed that massive amount of audit fee may force
the auditor to accommodate client’s pressure, which can
affect the audit quality made [17]. Idawati (2015) found that
audit fee is one of the factors affecting audit quality [7].

Ha,: Audit fee affect audit quality.
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D. Auditor Experience

Nelson (1995) believed that an experienced auditor is
likely to have the knowledge structure of financial reporting
errors with audit objectivity as an organized primary
dimension and transaction cycle as a secondary dimension
[18]. Tubbs (1992) further described that an experienced
auditor will (1) be aware of more errors, (2) be unlikely to
have a misconception on errors, (3) become aware of
uncommon errors and (4) matters related to the causes of
errors in the department where errors and violation take place
and and the objectives of internal control are made distinctive
[19]. Tubbs ‘s study (1992) indicated that the objectivity of
audit will improve along with the experience obtained [19].

Has: Auditor experience affects audit quality.

E. Audit Quality

DeAngelo (1981) defined audit quality as the
market-assessed joint probability that a given auditor will
both (a) discover a breach in the client’s accounting system,
and (b) report the breach [20]. Simamora (2002) as quoted in
Siti Nur (2010) argued that there are eight principles to
comply by a public accountant [21], [22]. They include (1)
profession-based responsibility, (2) public interest, (3)
integrity, (4) objectivity, (5) professional competence and
prudence, (6) confidentiality, (7) professional behavior, and
(8) technical standard.

Ha,: Auditor independence and experience, and size of
client’s financial health affect audit quality.

I1l. METHODOLOGY AND DATA

This study used questionnaire-based surveys as the
research instrument distributed to the respondents. This study
initiated with a pilot test to 35 respondents consisting of
audit-specialised academicians and accounting-majored
graduate students to test the research instruments. Following
the result of tested data quality, the questionnaires were
distributed to the auditors who worked at the Public
Accounting Firms in Indonesia. Subsequently, data
tabulation was done to the the respondents' profile and
answers, followed with a required test of classic assumption
for regression test, in which hypothesis was tested.

In this study, two regression models were used to test the
hypothesis. Simple regression model was used to test
hypothesis partially while a model of multiple regression was
used to test the hypothesis simultaneously.

IV. POPULATION AND SAMPLE

The population in this study includes the auditors working
at the Public Accounting Firms in Java and Bali, Indonesia.
Released by the Indonesian Institute Of Certified Public
Accountants, 1,022 licensed public accountants are the
members of this association [23]. This study used the data as
the basis for determining samples. Sampling was carried out
with quota sampling by which number of samples from the
specifically-characterised population was determined to meet
the quota set (Sugiyono, 2011) [24]. Meanwhile, the
minimum sample size was stated with Slovin formula
(Husain Umar, 2005) resulting in 91 respondents as the
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minimum samples [25].

V. RESULT AND DISCUSSION

Tested classic assumption suggested that this study used data
viable for regression model. This study conducted data
processing with simple regression and multiple regression to
find out the effects between the independent variable and the
dependent variable. Simple regression and multiple
regression were used for partial testing and simultaneous
testing respectively.

A. Effects of Auditor Independence on Audit Quality

The auditor independence peaked to 4,164 of t count,
which was greater than t table (4.164> 1.985) and it was of
significance by 0.000 (less than 0.05). It therefore can be
concluded that auditor independence positively affects (value
of unstandardized coefficients indicate positive direction by
0.398) on audit quality . Further, the value of R-Square at
0.160 indicated that the effects of independence variable on
audit quality peaked to 16.0% while the remaining 84.0%
was affected by other variables beyond the model of simple
linear regression. As a result, simple regression equation was
built as follows:

Y = 20,612 + 0,398 X,

The above regression equation has led to a conclusion that
higher independence of auditors would lead to higher quality
of audit. In relation to the quality of audit output, auditor
independence  considerably contributed to perform
pressure-free audit, enabling auditors to work based on the
standards of professions and competence. This result
contradicted with Effendy’s study (2010) stating that auditor
independence generates no significant affects on audit quality
[2]. On the other hand, this study corresponds to Elisha and
Icuk (2010) and Suseno (2013) suggesting that auditor
independence considerably affects audit quality [26], [12].

TABLE I: RESULT OF SIMPLE REGRESSION

Unstandardized

Variabel Constant Coefficients (B) Sig. Description
Independence 20,612 0,398 0,000 Influential
Size 34,071 -0,103 0,449 Not

Influential
Fee Audit 34,844 -0,215 0,075 Not

Influential
Experience 21,872 0,678 0,000 Influential

B. Effects of Client’s Financial Health on Audit Quality

The size of the client's financial health was found at -0.760
in t count, smaller than t table (-0.760 <1.985) and peaked to
significance of 0.449 (greater than 0.05). It therefore can be
concluded that size of client's financial health generates no
effects on audit quality. It suggests that any states of client's
financial health will not affect the resulted quality of audit.
The value of R-Square by 0.006 indicated that variable of
independence affects the variable of audit quality by 0.6%
and the remaining 99.6% is affected by the other variables
outside the simple linear regression model.

Audit quality refers to aligned audit with the prevailing
standard or law in auditing, hence, any states of client’s
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financial health should not necessarily harm the audit quality
resulted. It simply means that auditor’s attitude and mentality
give no effects to client’s financial health, encouraging
auditors to perform duties within the professional standards
of auditors and prevailing law on Public Accountant. This
finding, however, was inconsistent with Deis and Giroux’s
study (1992) confirming that higher state of client’s financial
health will generate higher tendency for clients to force
auditors to break the prevailing auditing standards [15]. The
difference in findings occurred among others because of
different time and environment between the two studies.

C. Effects of Audit Fee on Audit Quality

Audit fee posed at -1.804 in t count, smaller than t table
(-1.804 <1.985) and had significance of 0.075 (greater than
0.05), resulting in no effects were made by audit fee on audit
quality. This simply means that despite increase or decrease
in the value of audit fee, the audit quality will remain the
same. The value of R-Square at 0.035 indicates that the
proportion of effects by the variable of independence on the
variable of audit quality was 3.5% while the remaining 96.5%
was affected by other variables beyond the model of simple
linear regression.

The amount of fee received by auditors for services given
to clients should not necessarily let them work beyond the
prevailing regulations. This finding was inconsistent with
Dwiyani’s (2014) suggesting that audit fee positively affects
audit quality [6].

D. Effects of Auditor Experience on Audit Quality

Auditor’s experience reached 4.778 in t count, which was
higher than t table (4.778> 1.985) and it achieved
significance by 0.00 (less than 0.05). Therefore, it was
concluded that auditor experience brings about positive
effects (value of unstandardized coefficients showed positive
direction by 0.678) on audit quality. Based on the value of
R-Square by 0.201, variable of independence affected by
20.1 % on the variable of audit quality, while the rest 79.9%
was affected by other variables existing outside model of
simple linear regression. Therefore, it built a simple
regression equation as follows:

Y = 21,872 + 0,678 X,

The above regression equation led to a conclusion that
more experience of auditors will lead to higher quality of
audit. In this case, experience refers to the length of service in
auditing and number of audit tasks carried out. Therefore, it
was infered that experienced auditors are likely to have a
knowledge structure of financial reporting errors. As each
auditor has diverse experience, higher complexity in the
company audited would demand more experienced auditors
in audit work for proper analysis and understanding on
client’s risks. This fact was inconsistent with Achmat’s study
(2011) stating that auditor experience generates no effects on
audit quality [5].

E. Effects of Auditor Independence and Experience, and

Client’s Financial Health on Audit Quality

The value of F count (sig) was 0.000, which was smaller
than the significance level of 0.05 to end up in conculsion that
on a simultaneous basis, independence, client’s financial

health, audit fee and auditor experience affect the audit
quality despite that partially client's financial health generates
no effects on audit quality. As showed by the value of
R-Square by 0.302, variables of independence, client’s
financial health, audit fee and auditor experience affected
audit quality by 30.2% while the remaining 69.8% was
affected by other variables outside the model of multiple
linear regression. Thus, it formed multiple regression
equation below:

Y = 16,652 + 0,272 X; — 0,072 X, — 0,128 X,
+0,568 X,

Based on the regression equation made, it is apparent that
independence (X;) and the auditor experience (X,;) were of
positive effects while size of client's financial health (X,) and
audit fee (X3) were negative. Simultaneously, independence,
size of the client's financial health, audit fee and auditor
experience affected audit quality by 30.2%. To take an
instance, when dealing with highly financially healthy clients
but incomparable audit fee, an experienced auditor may work
beyond independence which was likely to affect the audit
quality. The four afore-mentioned factors may contribute to
positive and negative effects on the audit quality.

TABLE I: MULTIPLE REGRESSION RESULT

Unstandardized

Variabel Coefficients (B) Sig Description
(Constant) 16,652
Independensi 0,272 0,005 Influential
Size -0,072 0,576 Not Influential
Fee Audit -0,128 0,262 Not Influential
Experience 0,568 0,000 Influential

VI. CONCLUSION

This study was aimed at finding out the effects of auditor
independence, client’s financial health, audit fee, and auditor
experience on audit quality both partially and simultaneously.
It is concluded that on a partial basis, the auditor
independence and experience positively affect audit quality.
Meanwhile, client’s financial health and audit fee generate no
effects on audit quality. On a simultaneous basis, however,
four factors, which comprise auditor independence, client’s
financial health, audit fee and auditor experience
significantly affect audit quality.

VII. OPINION

Given above conclusion, the following suggestion is
proposed:

1) External auditors and public accounting firms should
keep improving their independence to ensure that the
audit tasks exercised always comply with the Professional
Standards of the Public Accountants and the prevailing
laws.

2) Public Accounting Firms should prepare well-composed
team consisting of experienced auditors for any audit
tasks while giving opportunity to the young auditors to
obtain more experience. All should be met to ensure that
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the auditor team works with comprehensive
understanding on the client’s business and audit risks.

3) Future studies should take into account well-distributed
samples in term of areas and size of Public Accounting
Firms. In addition, The studies should include population
from the developed and developing countries for more
comprehensive results.
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