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SAMMANFATTNING 

 

Enligt agentteorin har ledningen i ett företag ofta motiv som strider mot organisationens mål 

och förväntningarna från företagets intressenter. Informationsgapet mellan ledningen och 

intressenterna skapar osäkerhet och ökar behovet av kvalitativ finansiell information. 

Revisorns roll är att ge legitimitet åt de finansiella rapporterna och minska den osäkerhet som 

orsakas av informationsgapet. Om de finansiella rapporterna vore oreviderade skulle det vara 

betydligt dyrare att öka företagets kapital på grund av den osäkerhet som 

informationsasymmetrin orsakar. Oreviderade företag skulle behöva betala högre 

upplåningsräntor för lånat kapital och de skulle behöva erbjuda sina aktier till ett lägre pris, 

som ett resultat av den upphöjda risken intressenterna möter i en osäker situation.  

Revisionsteknologin har ändrat det sätt revisionen utförs på avsevärt.  Revisionsteknologin 

skiljer sig åt mellan revisionsbyråer, vilket har visat sig påverka byråernas revisionsstruktur 

och skapa variation i sättet som revisionerna utförs på. Syftet med denna studie är att öka 

förståelsen för revisionsbyråernas användning av revisionsteknologi genom att jämföra små 

och stora revisionsbyråer och identifiera skillnader och likheter mellan dessa, samt genom att 

utforska revisorers upplevda påverkan av användningen av revisionsteknologi på de 

finansiella rapporternas legitimitet. Vi uppfyller studiens syfte genom att utveckla en 

analysmodell. Denna analysmodell baseras på vår problemdiskussion, mer specifikt den 

problematiska variationen i användningen av revisionsteknologi och på vår teoretiska 

referensram som tar upp legitimitet, beskrivs av legitimitetsteorin, samt agentproblem 

förklaras av agentteorin. 

Denna studie baserades på ett deduktivt tillvägagångssätt och ett aktörssynsätt valdes som 

metodsynsätt, då den individuella revisorns uppfattning av det studerade fenomenet var 

central för att kunna besvara vår huvudsakliga problematik. En fallstudie tillät oss att 

genomföra en empirisk studie i en verklighetsbaserad kontext av revisorns arbetsmiljö. Vi 

utförde 11 semistrukturerade intervjuer i fyra olika revisionsbyråer av olika storlek för att 

kunna uppfylla studiens syfte. 

Studien har visat betydande skillnader i sättet revisionerna utförs på mellan stora och små 

revisionsbyråer. Till exempel är det främst stora revisionsbyråer som använder sig av testning 

av interna kontroller och det är vanligare för mindra byråer att titta på kvalitativa faktorer vid 

revidering av företag. Vidare har visats att variationen i sättet revisionerna utförs på ökar 

informationsasymmetrier mellan företagsledning och dess intressenter i såväl små som stora 

revisionsbyråer. 

 

 

 

  



ABSTRACT 

 

According to agency theory the managers of a company often have motives that conflict with 

the goals of the organization and the expectations of the company’s constituents. The 

information gap between the management and the constituents creates uncertainty and 

increases the need for qualitative financial information. The auditor’s role is to provide 

legitimacy to the financial statements and reduce the uncertainty caused by the information 

gap. If the financial statements of firms were unaudited it would be much more costly to raise 

capital because of the uncertainty information asymmetry causes.  Unaudited firms would 

have to pay higher interest rates for debt and offer their shares at a lower price for equity as a 

result of the higher risks the constituents of the firm face in an uncertain situation. 

Audit technology has significantly changed the way audits are performed. Audit technologies 

differ across audit firms and this has shown to influence the audit structure of the firms, and to 

cause variation in the way the audits are performed. The purpose of this study is to enhance 

understanding of the use of audit technology  across audit firms by comparing small and large 

audit firms and identifying differences and similarities amongst these and by exploring  

auditors’ perception of the effect of the use of audit technology on the legitimacy of financial 

statements. We attain the purpose of the study by developing a model for analysis. This model 

for analysis is based on our question of issue, which is the problematic variation in the use of 

audit technology, and on our theoretical framework which concerns legitimacy issues 

described by legitimacy theory and agency issues described by agency theory. 

This study was based on a deductive approach and the actor’s view was chosen as 

methodological view since the individual auditor’s interpretation of the explored phenomenon 

was central to answer our question of issue. A case study strategy enabled us to conduct an 

empirical investigation within the real-life context of the auditor’s environment. We 

conducted 11 semi-structured interviews in 4 different audit firms of different size in order to 

attain the purpose of the study. 

The study has shown significant differences in audit performance between large and small 

firms. For example only the larger firms use internal control evaluations of the 

documentation, and the smaller firms more often look at qualitative factors when performing 

an audit. Furthermore, it has shown that the variation in audit performance in both small and 

large audit firms increases information asymmetries between the company’s management and 

its constituents.  
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1. Introduction 
In this introductive chapter, the background to the study is presented. In the first section of 

this chapter we describe the auditor’s role in the economic environment by discussing the 

need for assurance in uncertain situations caused by the information gap between the 

constituents of a company and the company’s management team. In the second section of this 

chapter we discuss the problematic variation in audit technology use across audit firms and 

its effect on audit quality. In the third section the research questions are presented and finally, 

in the fourth section, the purpose of the study. 

1.1. The auditor’s role in the economic environment 

There are many companies and many financial decision-makers in the world using and 

depending on external company information. As a result, there is a need for relevant and 

reliable financial information on which decisions can be based. The accounting profession has 

a unique quasi-public role in providing the constituents of the company, such as shareholders, 

investors and other decision-makers, with information on the company’s financial situation. 

(Simonetti, 1990,6) In an increasingly uncertain economic environment, the accounting 

system is based on the delicate balancing of the possibilities embedded in the accounting 

system and the demands of the users.  

According to Christensen (2002) adoption of a fair value approach is a current trend in 

financial accounting. This is however not a viable path according to Christensen (2002), since 

the company has an advantage compared to the users of the financial information, due to the 

private information of management and uses this advantage strategically in reporting. This 

affects fair value accounting, through the enhancement of the possibilities for earnings 

management. All transactions of a company need therefore be processed and audited before 

the financial statements are released. Auditing is, in other words, an important part of the 

controls that allow the private information of management to be communicated and made 

public to the financial decision-makers (Christensen, 2002). 

Several forces are currently reshaping the audit environment. For example, Huss and Jacobs 

(1991) state that society’s expectations about the independent auditor’s role in maintaining the 

integrity of the markets are increasing. In other words, the auditor is expected to ensure that 

the markets operate fairly and safely in order to encourage the widest possible confidence in 

them, thereby promoting high levels of savings and investment. Furthermore, legal challenges 

are arising from alleged audit failures, for example when the audit does not find things that it 

should, which pressures auditors to fulfill their “public responsibility” of ensuring that the 

information stated in financial reports is relevant and reliable (Huss and Jacobs, 1991). The 

information gap between the management and the company’s constituents creates uncertainty 

and increases the need for qualitative financial information, information provided by the 

accountants of the company. The auditor’s role is to provide legitimacy to the financial 

statements, by ensuring the constituents of the company that the disclosed information is 

relevant and reliable and by doing so, to reduce the uncertainty caused by the information gap.  

Quality is hard to describe. Christensen (2002) defines however the qualitative characteristics 

of financial information, as the attributes for a useful information system when it is used for 

decision-making purposes, the most important of these attributes being relevance and 

reliability. The qualitative characteristics work as a way of simplifying decision problems 

such as preferences and the information environment faced by the constituents of the 

company. Thus, enhancing qualitative characteristics, such as relevance and reliability, 

improves the usefulness of financial information and should therefore be maximized as much 

as possible, Christensen (2002) claims.  



Although information technology has significantlly changed the audit process, few studies 

have examined how information technology is used when the audit firms vary in size and 

what perceived impact the use of audit technology has on the quality of the audit and 

therefore the financial statements audited. 

1.2. The problematic variation in audit performance 

Audit technologies differ across audit firms and this influences, according to previous 

international studies, the audit structure of the firm, causing variation in the way the audit is 

performed. Cushing and Loebbecke (1986) divide i.e. the structure degree of the audit into 

four categories: “highly structured, semi-structured, partially structured and unstructured”, 

where structured firms require use of statistical sampling, use a prescribed audit plan which is 

formed by structured internal control evaluations and use formal scoring sheets or rules for 

integrating audit test results. The audit structure of a firm is in this thesis defined as the type 

of audit technology used in the audit process and the extent to which audit technology is used. 

The audit structure of a firm can, according to previous studies, cause differences in audit 

quality, by affecting the way the audit is performed. For example, Mutchler and Williams 

(1990) claim that there seems to be greater consensus and greater accuracy in the decisions of 

auditors who use a more structured approach, implying they make better judgments than 

auditors who use a less structured type of audit. Kinney (1986), states that unstructured firms 

are more likely to emphasize the need for individual judgments and accept reasonable 

variation in audit programs and reports under similar circumstances. He argues however, that 

a structured audit approach is likely to be less efficient for clients of unstructured firms. It 

may be that auditors from unstructured firms develop richer decision models in the absence of 

the audit technology available in structured firms (Mutchler and Williams, 1990). Likewise, 

Cushing and Loebbecke (1986), state that the responses of auditors from a structured firm 

may be inappropriate in atypical audit situations. Kaplan, Menon and Williams (1990) argue 

that each type of audit structure has cost efficiencies with regards to specific client markets.  

Research has for a long time examined the impact of audit technology on audit judgment and 

whether the use of audit technology improves audit judgment consensus and reduces audit 

costs related to error in audit judgement. Bamber and Snowball (1988) found no relationship 

between the use of technology and audit consensus. However they did find that auditors of 

unstructured firms view their task as less routine and therefore less capable of being analyzed. 

Morris and Nichols (1988) found lower consensus in materiality judgments in less structured 

firms. Furthermore they imply that auditors from unstructured firms are more prone to error in 

their decisions and suggest that structured firms have lower total costs due to judgment errors. 

Mutchler and Williams (1990) state however that the relationship between audit judgment and 

structure may be affected by differences in audit client pools and suggest the need for caution 

in interpreting previous research results stating that unstructured firms tend to have more 

judgment errors than structured firms.  

According to Elliott and Jacobson (1987), the relationship between structured audit tools and 

auditor’s judgment can become a behavioral issue for the audit profession. There are risks 

with the use of audit technology, one of which is the automatization of auditors’ decision-

making. The assumption that the auditor’s judgment is entirely sacrificed with the use of audit 

technology no longer endangers the development of structured audit tools, but has however 

been replaced by the risk that inexperienced auditors using structured audit tools perceive 

their judgment tasks as mechanical and therefore no longer exercise to the fullest of their 

judgment. Elliott and Jacobson (1987) state that this risk threatens the gains in audit quality, 



such as reduced variability in the decisions of less experienced auditors, available from 

computerized decision aids and expert systems. 

The finding of a significant relationship between audit technology and judgment error and its 

impact on the quality of financial statements is important for both the practitioner and the 

academic worlds. Practitioners would do well to adopt audit technology that improves their 

judgment, leads to higher consensus and that lower costs, resulting in more qualitative 

financial reports and less asymmetric information. From an academic point of view, 

researchers would need to control for differences in audit technology whilst looking at 

differences across audit firms (Mutchler and Williams, 1990).  

1.3. Research questions 

The problematic variation in audit performance stated above raises three questions: 

 How and why does the use of audit technology differ across audit firms? 

 How and why is audit quality affected by the use of audit technology and what impact 

does this have on the quality of financial statements?  

 How and why is the legitimacy of financial information affected by the audit, and what 

effect does the use of information technology in the audit have on agency problems 

between the company’s management and its constituents? 

 

1.4. Purpose of the study 

The purpose of this study is to enhance understanding of the use of audit technology  across 

audit firms by comparing small and large audit firms and identifying differences and 

similarities amongst these and by exploring  auditors’ perception of the effect of the use of 

audit technology on the legitimacy of financial statements. We will attain the purpose of the 

study by developing a model for analysis. This model for analysis will be based on our 

question of issue, which is the problematic variation in the use of audit technology, and on our 

theoretical framework which concerns legitimacy issues described by legitimacy theory and 

agency issues described by agency theory. 

  



2. Theory -and literature review 
In this chapter, audit technology is discussed in the literature review and then connected to 

the underlying theories of the study. In the first section of the chapter, the term audit 

technology and its use in the audit process is described. In the second section, the need for 

assurance in financial reporting is discussed and the qualitative characteristics of financial 

statements are presented. The third and fourth section of this chapter entails a description of 

the theories used to enhance understanding of the auditor’s role in an uncertain economic 

environment, which are legitimacy- and agency- theory. In the fifth and final section of this 

chapter, the conceptual framework and model for analysis is presented. 

2.1. Audit technology and its effect on audit quality 

Audit technology has existed from the beginning of the profession even though it brings to 

mind modern tools such as the microcomputer and multiple regression analysis. Elliott and 

Jacobson (1987) define audit technology as the auditor’s tool kit, consisting of all the things 

designed to enhance the auditor’s capacity to perform an audit task. The auditor only provides 

an opinion on the published financial statements. He is not producing the information himself, 

only verifying the content (Christensen, 2002). Therefore, a general characteristic of the 

accounting information is the “stamp”, which is provided by the auditor of the company 

(Christensen, 2002). This thesis includes only the audit technology used in the independent 

audit of the financial statements where the practitioner is engaged to express a conclusion 

about the reliability of a written assertion that the management is responsible for.  

IT has dramatically changed the audit process. (Janvir, Bierstaker and Lowe, 2008) According 

to Solomon and Trotman (2003) the audit profession is rapidly advancing in response to the 

changes in its environment. Large firms are developing computerized decision aids to assist 

them in analytical procedures, client acceptance issues and going concern decisions. (Dowling 

and Leech, 2007; O’Donnell and Schultz, 2003; Bell and Carcello, 2000) Even small audit 

firms have adopted IT and are currently using for example electronic work papers. Combs et 

al. (1992) state that the use of IT influences both the attitudes and behavior of individual 

auditors by giving them a mutual perspective on how the audit should be performed as well as 

the audit structure and processes of the firm by enabling the auditors of the firm to develop 

uniform procedures.  Elliott and Jacobson, (1987) argue that structural additions to the audit 

process are significant because they add consistency to the meaning of unqualified opinions 

on financial statements by defining a context on which audit opinions are formed. In other 

words, they reduce the variability of audits, making it easier for auditors to reach the same 

conclusions under similar audit circumstances and by doing so, providing users of the 

financial information with a more uniform product. By structuring the audit process the use of 

IT seams to improve the audit judgment and therefore audit quality (Manson et al. 1998).  

In accordance with Cushing and Loebbecke (1983), Kinney (1986) describes structured firms 

as characterized by the use of statistical sampling, the use of internal control evaluations that 

lead to prescribed audit plans and by the use of formal scoring sheets or rules for 

incorporating audit test results. Unstructured firms are on the other hand characterized by less 

structured guidance and more considerations left to the judgment of the auditor. In 

unstructured firms, the use of statistical sampling may occur in some situations but it is 

however not required and the integration of test results and the assessment of audit risk is not 

formalized. 

A structured firm is expected to specify conditions under which the auditor can modify the 

audit opinion. This is due to the desirability of audit consensus, where different auditors that 

conduct similar audits give the same opinion. Unstructured firms on the other hand seem to 



emphasize the need for individual judgments and accept therefore greater variability in audit 

plans and reports under similar circumstances. Furthermore, firms with relatively structured 

audit technologies tend to support audit procedure and audit reporting proposals that add 

structured guidance while firms with relatively unstructured technologies oppose codification 

of such guidance, by emphasizing the importance of the professional judgment. (Kinney, 

1986)  

Mutchler and Willliams (1990) state however that there is a risk in structured firms relying 

too much on a quantitative model while ignoring the more qualitative aspects of a company. 

Bonner (1999), Bell et al. (2002) and Wright (2002) all suggest that audit judgment effects 

audit quality and effectiveness. Furthermore, critics are concerned that the use of audit 

technology may undermine auditors’ professionalism. Brazel et al. (2004) imply that the use 

of technology may be of concern since auditor’s feelings of accountability may be reduced in 

an electronic work environment. Janvir, Bierstaker and Lowe (2008) state that information 

technology can have a direct impact on audit judgment and ultimately o audit effectiveness 

and efficiency. Also, the organization’s concern with control, rules and regulations and 

organizational loyalty can, according to Sorensen (1967), conflict with the employee’s 

concern with professional autonomy and maintaining high standards. This conflict causes the 

professional to have to compromise between satisfying the organizational demands and acting 

according to professional values and judgment (Bamber and Iyer, 2002). In order to 

understand audit judgment, the decision tools that auditors use must be determined. 

Dowling and Leech (2007) describe audit support systems as the key technology application 

such as electronic workpapers, accounting and auditing standards, relevant legislation, 

decision aids and other extensive help files, that audit firms use in order to produce efficient 

and effective audits. Janvrin, Bierstaker and Lowe (2008) argue that audit applications such as 

analytical procedures, electronic work papers, audit report writing, Internet search tools and 

sampling are used extensively whilst other applications such as digital analysis, expert 

systems, database modeling and continuous transaction monitoring are not. Furthermore 

auditors indicate that audit applications such as audit planning, client acceptance, fraud 

review and risk assessment, although not extensively used, are very important and 

practitioners therefor may want to expand their IT use to include these applications. 

There is however limited evidence of what type of audit technology is being used in the audit 

practice today and most of what can be found is either dated or firm specific. 

(Abdolmohammadi, 1999; Bell et al, 2002) Dowling and Leech (2007) accordingly found that 

there are great differences in the design of audit support systems, including the extent to 

which the audit support system is viewed as the enabler or enforcer of the audit process. 

Manson et al. (1998) also found a difference in the use of audit technology related to firm 

size, where the use of broad audit IT is found to be more extensive in Big 4 audit firms. A 

primary explanation for this is that larger firms have more resources available that enable 

these firms to purchase and implement superior IT. These resources should, as stated by 

Riemenschneider et al. (2003), improve audit processes leading to better audits and higher 

quality audits offer greater credibility to the financial statements of the clients. 

No matter the design of audit support systems or the size of the firm, Deshmukh (1999) 

claims it is important for the audit to be efficient and effective in order to withhold the 

threshold value necessary for detering possible irregularities which enables the auditor to live 

up to the responsibility of providing reasonable assurance. If audit technology is beyond the 

critical value, the auditor can reduce the incidence of material irregularities and narrow the 

expectation gap Deshmukh (1999) states. 



Because of the differences in the type and use of audit technology across audit firms, and 

more specifically the differences between small and large audit firms, we find it is important 

to include audit structure, audit performance and audit quality to our model for analysis. As it 

is argued by Elliott and Jacobson (1987), structural additions to the audit process reduce the 

variability of audits, making it easier for auditors to reach the same conclusions under similar 

audit circumstances. The structure of the audit seems to affect audit process by reducing 

variability in the way the audit is performed. Furthermore, Elliott and Jacobson (1987) claim 

that structural additions to the audit process are significant because they add consistency to 

the meaning of unqualified opinions on financial statements, by defining a context on which 

audit opinions are formed. In accordance with the statements made by Manson et al. (1998), 

audit structure seams to improve the audit judgment and therefore audit quality.  

2.2. The need for assurance in Financial Reporting 

According to Elliott (1994) auditing creates economic value. If the financial statements of 

firms were unaudited it would be more costly to raise capital because of the uncertainty 

information asymmetry causes.  Unaudited firms would have to pay higher interest rates for 

debt and offer their shares at a lower price for equity as a result of the higher risks the 

constituents of the firm face in an uncertain situation. 

According to Elliott (1994) the constituents of the firm need to have access to high-quality 

information in order to make good-enough decisions. High-quality information is as argued 

by Elliott (1994): 

 Reliable  representationally faithful information that is precise, complete and 

unbiased. 

 Relevant  information that has an impact on decisions and makes a difference in 

these. 

 Credible  information that is believable to the users. 

 Timely  information that is current enough to be useful. 
 

The focus in traditional auditing is according to Elliott (1994) on the reliability of financial 

information, which together with the competence and independence of the auditor provides 

credibility to the constituents of the company. . Information technology adds additional 

dimensions to the service provided by the auditors by allowing the clients of audit firms to 

benefit from relevant and timely information. The assurance service provided to the 

constituents is defined as the conclusion on the reliability and relevance of the information 

stated in the financial reports.  

In the traditional financial statement audit, the constituents of a company, which are users of 

information, receive audited information prescribed by standard setters and have little part in 

the standard setting process, meaning they cannot decide what information is included in the 

reports and how it is presented. Furthermore, the audit is an opinion on a presentation taken as 

a whole, meaning that the user is depending on the reliability of the presentation as a whole. 

Assurance is a broader concept than audit giving users of financial information the reliance 

they need when applying their own analysis to data integrated in personally tailored reports. 

(Elliott, 2002) Deshmukh (1999) describes auditing as the monitoring device that detects and 

deters material irregularities in an interactive audit environment. The auditor is responsible for 

providing reasonable assurance to the users of financial information, that the financial 

statements of their clients contain no material irregularities. Assurance services therefore, call 

for independence on the part of the assurer in order to give legitimacy to the financial reports. 



If the auditor would be biased by for example having a personal interest in the company 

audited, the audit would not be credible to the constituents of the company and the legitimacy 

of the financial statements would therefore be compromised. 

Advantages in audit technology are recreating the audit of financial statements by making it 

easier for the auditor to process financial information and to analyze the results of the audit. 

Electronic reporting makes it possible to identify what information was used, when and by 

whom which helps validate the audit process. The infrastructure is in place for new assurance 

services that can meet the growing and varying needs of the constituents of the company.  

There is a need for assurance that the information disclosed in the financial statements that is 

used for decision-making is of high quality. We therefore find it important to include 

relevance and reliability to our model for analysis since these are the variables that in this 

study are used to describe financial information quality. 

2.4. Agency theory  

The constituents of a company have a need for assurance that the disclosed financial 

information is relevant and reliable due to agency problems caused by the information gap 

between the company’s management and the company’s constituents. The agency problem 

arises when cooperative parties have different goals and different division of labor. Agency is 

in this study described as the relationship between a principal (the constituents) and an agent 

(the company’s management), where the principal engages the agent to take actions on his 

behalf by delegating decision-making authority to the agent. Agency problems are generated 

by conflicts of interest that arise whenever risk bearing is separated from management or in 

other words when ownership is separated from control. (Jensen & Meckling, 1976); (Jensen & 

Smith, 1985)  

Eisenhardt (1989) claims that in an agency perspective, individuals are assumed to be 

opportunistic and information is distributed asymmetrically through the organization due to 

the power of lower order participants. In agency theory, information has a cost and can be 

purchased which gives both formal and informal information systems an important role. 

Another contribution of agency theory is its risk implication where outcome uncertainty and 

differences in willingness to accept risk is considered to influence the relationship between 

the agent and the principal.  

According to Lightstone and Driscoll (2008), a way to deal with risk and uncertainty is to 

maximize knowledge and allow for a realistic assessment of future development. 

Organizational scholars have concluded that when the constituents are uninformed managers 

will favor their own interests over the constituents’. According to agency theory, the 

managers often have motives that conflict with the goals of the organization and the 

expectations of the constituents and need therefore be monitored and sufficiently motivated to 

disclose information that does not just advantage their own interest. Agency theory also 

suggests that managers conceal negative outcomes in order to protect their interests and that 

they will act opportunistically until they are compelled to reveal these negative outcomes. 

Therefore, there is a need for audited financial information. The audit process reduces the 

agency problem by allowing the principal to control the agent through the monitoring of 

management, who otherwise may act in his own interest instead of the interest of the 

principal. 

Eisenhardt (1989) describes agency theory as an important and controversial theory that offers 

a unique insight to information systems, outcome uncertainty, risk and incentives, especially 

when complemented by other perspectives. These agency variables have however received 



little empirical attention. In this thesis, the aim is to investigate if audit technology, as a part 

of an information system, influences outcome uncertainty, here legitimacy outcome of the 

audited financial statement. We will therefore include the agency variables information 

asymmetry and uncertainty in our model for analysis in order to explore how these agency 

issues are affected by legitimacy.  

2.5. Conceptual framework and model for analysis 

With the following conceptual framework and model for analysis we aim to explain the 

relationship between the audit firm, the company and the company’s constituents which in our 

model for analysis is described by the auditor’s role. By doing so, we aim to fulfill the 

purpose of the study which is to enhance understanding of  the use of audit technology  across 

audit firms by comparing small and large audit firms and identifying differences and 

similarities amongst these and by exploring  auditors’ perception of the effect of the use of 

audit technology on the legitimacy of financial statements. 

 

     The auditor’s role 

According to previous studies, audit technologies differ across audit firms and this influences 

the audit structure of the firm, causing variation in the way the audit is performed. 

Furthermore, differences in audit judgment, affecting audit quality, are related to the type of 

audit technology used by a given firm. (Mutchler and Williams, 1990) Based on these 

statements we need to find out how and why the use of audit technology differs across audit firms. 

More specifically, we need to look at the variation of audit structure across audit firms and its 

affect on audit performance and on the quality of the audit.  

Furthermore, we want to explore the auditors’ perceived impact of audit technology on the 

legitimacy of financial statements. Simonetti, (1990,6) claims the accounting profession has a 

unique quasi-public role in providing the constituents of the firm, such as shareholders, 

investors and other decision-makers, with information on the firm’s financial situation. As a 

result, there is a need for qualitative financial information on which decisions can be based. 

Christensen (2002) states, that the qualitative characteristics of financial information are the 

attributes for a useful information system when it is used for decision-making purposes. The 

most important of these attributes are relevance and reliability. The auditor’s role is to ensure 

the relevance and reliability of the financial information disclosed in the financial statements. 

It is therefore interesting to see how and why audit quality is affected by the use of audit 

technology and what impact this has on the quality of financial statements. More specifically we want 

to look at the affect of the use of audit technology on the relevance and reliability of the 

financial information demanded by the constituents of the firm.  

Last but not least we intend to explore how legitimacy of financial statements affects agency 

problems between the constituents of the firm and the management team. According to Huss 

and Jacobs (1991), the information gap between the management and the firm’s constituents 
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creates uncertainty and increases the need for qualitative financial information. The auditor’s 

role is to provide legitimacy to the financial statements and reduce the uncertainty caused by 

the information gap. Based on this statement we want to explore how and why the legitimacy of 

financial information is affected by the audit, and what effect it has on agency problems between the 

company’s management and its constituents. We therefore find it interesting to look at auditors’ 

perceptions on how legitimacy affects information asymmetry and uncertainty. 

The model for analysis described above is divided in three main sections, the audit firm, the 

company, the constituents, and are all connected by the auditor’s role which is as mentioned 

to provide assurance to the constituents of the firm. The need for assurance exists due to 

agency issues such as information asymmetry and uncertainty which can be reduced by the 

enhancement of legitimacy of the financial statements. The auditor gives legitimacy to the 

financial statements through the audit but this legitimacy can be affected by the way the audit 

is performed and the auditor’s use of audit technology in the audit process. By applying this 

model for analysis we will find out if the auditor’s role is compromised by the use of audit 

technology or not and if so how and why. 

 

  



3. Method 
This chapter starts with a motivation of the chosen research approach and research strategy 

with an accounting for the literature search. Further an explanation of the choice of case 

study objects, data collection method, methodical problems and analytical approach is 

presented. 

3.1. Research approach 

In this study we have developed a framework for the audit technology and its impact on 

information asymmetries through legitimacy for the financial reports through existing theory 

and literature in the field of audit technology. The framework has then been tested and 

analyzed against the empirical data. This is according to Saunders, Lewis and Thornhill 

(2009) a deductive approach. We also developed a model for analysis that describes how the 

audit technology affects the information asymmetries through the legitimacy of financial 

reports which was used to analyze the differences in audit technology between small and large 

audit firms. 

We perceived the use of audit technology as very specific and complex for each firm. Every 

audit firm has their own specific audit structure and the individual auditors are the ones 

interacting with it on a daily basis. We used the actor’s view since we thought that the 

individual auditor’s interpretation of the explored phenomenon was central to answer our 

question of issue. The actor’s view holds reality as a social construction and focuses on the 

different individuals view on reality (Arbnor and Bjerke, 1994). This way we could intercept 

what kind of audit technology was used in the different firms at the same time as we could 

find out how and why the different auditors find the technology affecting their work. 

3.2. Literature search 

When looking for secondary data we primarily searched in the Luleå University of 

Technology directory “Lucia”, in the Swedish national directory ”Libris”, and in “Google 

scholar”. Through the articles we found there, we searched for other relevant literature in the 

reference lists.  When searching for literature we used words such as “Audit”, “Audit 

technology”, “Audit performance”, “Legitimacy”, “Agency”, “Information asymmetries”, 

“Financial reporting” and “Information technology”. We also used different combinations of 

these, for example “Audit performance and audit technology”. 

3.3. Research strategy 

To attain the purpose of the study and answer the research questions we chose to use a case 

study strategy.  This enabled us to conduct an empirical investigation within the real-life 

context of the auditor’s environment. We chose four different audit firms as our cases. Two of 

the firms we chose were large and the other two were small. This was so that we could 

analyze the differences in audit technology between small and large firms. A case study 

focuses on relations and processes and makes it possible to untangle the complexity in a given 

situation (Denscombe 1998). With this strategy we could answer the research questons by 

investigate how the audits were performed in the different audit firms and what attitudes the 

auditors had to the technology. Denscombe (1998) stresses that a case study makes it possible 

to answer how and why certain phenomenon arises. This gave us the tools to study the audit 

structure within a socially constructed environment and answer how the legitimacy of 

financial statements was affected by the audit technology and why the studied phenomenon 

occurs. Furthermore we studied a contemporary phenomenon within a real-life context that 

we could not control, which according to Yin (2003) calls for a case study strategy. Silverman 

(2004) criticize case studies for using data from too few sites and therefore questions if the 



results in any way can be generalized. On the other hand Yin (2003) means that scientific 

facts usually are based on multiple sets of experiments that under different circumstances 

have replicated the same phenomenon. Therefore we argue in accordance with Yin (2003) 

that like in the case with experiments, our case study results should be generalizable to 

theoretical propositions, and not to populations or universes. We chose to use a qualitative 

strategy since we assessed the qualitative factors to have the greatest significance to the object 

of the study. This gave us the depth in the data that was necessary to enhance the 

understanding of how audit technology was used across firms of different sizes. According to 

Gummesson (2004) a case study can be both qualitative and quantitative. The distinction 

between the two types of research is the analytical treatment of data and not the research 

method as such (Denscombe 1998). But as we did not find quantitative variables adding any 

value to fulfill the purpose of the study we did not consider any. 

3.4. Choice of case study objects 

 Our objective is to enhance understanding for how audit technology is used in firms of 

different sizes rather than to produce general results. Therefore we used a purposive sampling 

technique in accordance with Denscombe (1998).  According to Patel and Davidson this kind 

of study does not produce generalizable results, but this enabled us to select cases that could 

help understand the differences in audit technology between small and large firms at the same 

time as we could select respondents that had the experience and knowledge about audit 

technology that was needed to get a profound understanding of the phenomenon.  

We chose to collect data from authorized and/or approved auditors at four different audit 

firms in Sweden since the comparison between small and large firms is easiest if the audit 

firms follow the same rules and regulations.. Since we wanted to explore the difference 

between firms of different sizes this was a variable that influenced our choice of case study 

objects. The choice of respondents at each firm was done by recommendations about who had 

the knowledge and experience to answer our questions and understand the current 

phenomenon. In the different firms we have conducted interviews with different numbers of 

auditors. The natural reason is that firms of different sizes have different numbers of 

authorized auditors. Even though the base of data became weaker in the smaller firms we did 

not see the reason in weakening the data in the larger firms too. In the results we chose to call 

the different case study objects firm 1–firm 4. Furthermore we used fictitious names for the 

respondents which will be presented in the results and also cleared the empirical data from 

such information that could be used to identify the firms or the respondents. The reason is that 

we did not assess the names of neither the firms nor the respondents as relevant for the 

purpose of the study. Furthermore naming could affect the answers from the respondents 

nevertheless as it could influence the reader. 

3.5. Data collection method 

In our study we have collected detailed information from a small number of people. We rather 

search for a profound understanding of the phenomenon than generalizable shallow 

information. According to Denscombe (1998) the choice of data collection method should 

therefore be interviews. We conducted 11 semi-structured interviews in 4 different audit firms 

of different size. The interview guide that was used is found in appendix 1. The interviews 

lasted for 45-60 minutes each and was held in the respondents own work environments to 

ensure that they were comfortable in the interview situation. The reason for the limited base 

of data is due to the time horizon of the report.  

Semi-structured interviews will allow the researcher to cover the themes and questions of 

interest for the study at the same time as additional questions of interest for the research 



questions and objectives may be explored (Saunders et al., 2009). This allowed us to inquire 

follow-up questions in the areas that came out to be of biggest interest for the objective of the 

study as well as other questions could be modified. Since the research strategy was based on 

the actors view we recorded all of the interviews. This was so that the informants could be 

correctly cited and so that no data would be lost. 

3.6. Methodical problems 

The research design is important to reduce the possibility of getting the answer wrong. This is 

done by questioning the reliability and validity of the study. (Saunders et al., 2009) According 

to Arbnor and Bjerke (1994) a study conducted with the actors view does not allow to be 

analyzed in a “reliable” way.  To analyze the reliability of a study the fundamental view of 

reality should be as objectively possible, unlike the actors view that view the reality as 

socially constructed with a subjective status. To question the validity of a study is according 

to Dencombe (1998) about questioning the quality in the collected data and the analysis of the 

same. The questions to be answered are if the data measures what it is supposed to measure, if 

it reflects the reality and if it is relevant.  

Five of the interviews were conducted by one of the authors and the other 6 interviews by the 

other one. The interviews were also transcribed and translated in the same way. To make sure 

that we did not interpret the respondents in different ways we listen through each other’s 

interviews and read the transcriptions. This way we could discuss if we grasped what was said 

in the same way. The translations of the interviews were also read by both of the authors 

along with the original transcriptions in Swedish to make sure that the meaning was not 

changed in the translation. For some special sentences and expressions we also took help from 

a third party with a deeper understanding for the English language. 

3.7. Empirical data and analysis approach 

According to Lundahl and Skärvad (1999) analysis of qualitative data is about coding and 

interpretation. The coding is for finding patterns, themes and concepts which then are 

categorized. The interpretation is then about relating the different categories to each other and 

comparing it to the theoretical frame of reference.  

The conceptual framework has been used as a base when assembling the empirical data. 

Though some differences in the arrangement were necessary to keep the spirit in what was 

said. Since legitimacy and agency are so closely linked to each other we saw it as a 

disadvantage to separate them directly in the transcriptions. Instead we separated them in the 

firm summaries at the bottom of every subject. In the summaries of “Audit technology” we 

also separated “Audit structure”, “Audit performance” and “Audit quality” to make the data 

easier to survey. In the end of the empirical chapter we compiled the summaries from every 

firm related to firm size to facilitate the analysis according to the purpose of the study. 

Furthermore we summarized the factors that characterize small versus large firms in the 

model for analysis to show what we wanted to take with us to the analysis. 

According to Yin (2003) the Cross-Case Synthesis is especially relevant when a study 

consists of at least two cases. When analyzing the data we compared the large and small audit 

firms against each other to find out differences and similarities in the data. The relevant data 

we then analyzed according to the model for analysis against the frame of reference. 

 



4. Empirical data 
In this chapter the collected empirical data is presented. First we give a presentation of the 

audit firms where the interviews have been conducted. We then disclose, firm by firm, the 

different respondents’ perceptions on agency, legitimacy and audit technology, in accordance 

with the structure in the conceptual framework and model for analysis. Further their overall 

opinions are gathered in a concluding table which we then summarize in the model for 

analysis divided by firm size. 

4.1. Presentation of the actors and the empirical data 

Below we present the actors within the different cases that we used for this study. Since the 

purpose of the study is to enhance understanding of how audit technology is used across audit 

firms off different size we first present the two small firms and then the two large firms. This 

outline is also followed straight through the empirical chapter where each firm’s responses are 

presented one at a time. Within the firms we have divided the responses into “Audit 

technology” and “Agency/Legitimacy” to clarify the model for analysis. We gathered the 

responses within agency and legitimacy in the same piece since the respondents sometimes 

talk about both subjects within the same sentence. Though, to clarify the model for analysis 

further we separated the two subjects within the summaries. We also separated “Audit 

structure”, “Audit performance”, and “Audit quality” within the summaries of “Audit 

technology” since this will be a heavy part of our analysis. Last we summarize the factors that 

characterize small firms versus large firms in each model for analysis to clarify further 

analysis of the data. 

Firm 1: Firm 1 is a small audit firm in Sweden with one authorized auditor and two in 

training. For this study we conducted an interview with the authorized auditor “David” at the 

firm. 

Firm 2: Firm 2 is a small audit firm based in Sweden with 12 auditors employed. At the local 

office where the interviews took place they have three authorized auditors. For this study we 

conducted interviews with “Eric”, “Steven” and “Martin”. 

Firm 3: Firm 3 is a big international audit firm with local offices all over the Sweden. For this 

study we conducted two interviews at a local office in Sweden with the authorized auditors, 

“Robin” and “Christine”.  

Firm 4: Firm 4 is a big international audit firm with local offices all over the Sweden. For this 

study we conducted interviews with five auditors both authorized and approved. Two of the 

interviews took place at the head office and 3 of them at a local office in Sweden. The 

respondents are “Anna”, “Beatrice”, “Christian”, “Dan” and “Edward”. 

4.2. Firm 1 

Agency/Legitimacy 

In this part of the interview we focused on the necessity of auditing financial statements and 

the auditor’s role. This was to enhance our understanding of how the auditor reduces 

information asymmetries and uncertainty by creating legitimacy for the financial statements. 

“David”: David thinks that the auditor is a control function that is supposed to look at what 

has happened in a company over the year. The auditor also has a public role. He says that the 

elimination of the mandatory audit has made this public role clearer since a lot of the 

companies continue to keep the auditor, and the rest of the companies someone else, such as 



the tax agency and the financiers, has to revise: “The auditor’s task is to check that the papers 

are in order and that the constituents are supplied with correct information”, Davis says. 

David thinks that the audits increase the quality in the financial information. He points out 

that there are a lot of authorized accounting consults that are lacking experience and do not 

really know what they are doing when composing the financial information. Mostly there are 

not any major errors in the financial statements, but a lot of annual reports have to be 

corrected by the auditor. For example the authorized accounting consultants rarely know the 

new ISA-standard. There are also a lot of them that do not know what accrued expenses and 

accrued income is, David explains. “It doesn’t matter if you tell them ten times, they shuffle 

and deal”, he says. 

Firm summary: Agency/Legitimacy 

According to David the auditor’s task is to check that the papers are in order and that the 

constituents are supplied with correct information. Furthermore he thinks that the audit 

increases the quality in the financial information supplied by the companies. 

Audit technology 

In this part of the interview we focused on how the audit technology affect audit structure, 

audit performance and audit quality. This was to enhance our understanding of the how the 

audit technology varies across audit firms of different size and how that may affect agency 

problems through the legitimacy of financial statements. 

“David”: Firm 1 uses Nordstedt’s audit program in the audit process. When the input has 

been collected, the program is used throughout the whole audit process. The process starts 

with a business description that gives the auditor information on what kind of activities the 

business is engaged in, and who is in the management team. This is followed by a risk 

analysis and an independency analysis where he identifies where the greatest risks for 

material error may occur and analyzes his independence to the audited business. Then an audit 

plan is made followed by the audit, which in the end results in an audit report. About the 

connection between the process and the audit technology David says: “The process just 

follows the program. Simple” 

The risk analysis David generally takes from last year, except from some changes in the 

numbers. The first time he revises a company he scrolls through a lot of journals to get a good 

picture of the company and its accounting and: “to make sure it doesn’t smell”. Then he uses 

a transaction analysis program where he can enter certain transactions and follow every 

account to see how the bookings have been made.  

When David started his audit career he did everything by hand. Back then he could have a 

side ledger on accounts payable and on accounts receivable that he had to manually revise. 

Today he does not know what he would have done without the help from audit technology. 

He says: “The audit technology is my guideline. It helps me with a lot of sensible questions.” 

Here David refers to the help from recommendations etc. when dealing with more complex 

issues in the company’s accounting. 

David views his audit process as very structured. When going through the program it is 

impossible to skip any step: “It is like taking a walk”, he says. David even uses audit 

technology for auditing dormant companies. When auditing this type of companies, he does 

not have to go into details since there is perhaps just two items to look at, as there are no 



activities in the company. Without the audit technology he does not know how he would 

manage to audit today. 

“My experience from auditing does not make it less necessary to use the audit technology in 

the audit process” David says. He thinks that audit technology helps him reach the 

requirements from ISA. The new program from Nordstedt is connected to ISA the whole way, 

with a box of facts and proposed laws that follows through the whole process to the audit 

report. David doubts that the audits are better today, but he says however that the annual 

reports are much more rational today due to for example the use of the cut-off method.  

“Since the auditors are rather tied to the audit technology today I don´t think there are any 

major differences in audit quality amongst different auditors”, David claims. As an auditor 

you get a lot of training with three comprehensive courses so regardless of who is performing 

the audit, it is in general done in the same way. However, he admits that there is a possibility 

that different auditors can discover different things, but that this is very theoretical. He says: 

“There is always a possibility for deviations with lunatics, but I think the majority work in the 

same way regardless of which audit program is used.” David thinks that if ten different 

auditors revise ten different annual reports with the same content, there will not be any major 

deviations. But he tells about one client that had been fiddling with the numbers. David did 

not take the job, but another auditor did and did not find what David had found. 

Firm summary: Audit technology 

Audit structure: 

Firm 1 uses Nordstedt’s documentation program and a transaction analysis program in the 

audit process.  

Audit performance: 

Firm 1 uses audit tools even for dormant companies. David thinks the program helps him with 

a lot of sensible questions and that his experience does not make it less necessary to use audit 

technology. He views his audit as very structured. 

Audit quality: 

The audit technology helps David to reach the ISA-requirements, but he doubts that audits are 

better today. He does not think that audit quality vary amongst auditors since they are all tied 

to the use of technology today. 

4.3. Firm 2 

Agency/Legitimacy 

In this part of the interview we focused on the necessity of auditing financial statements and 

the auditor’s role. This was to enhance our understanding of how the auditor reduces 

information asymmetries and uncertainty by creating legitimacy for the financial statements. 

“Eric”: Eric explains that the audit is performed to revise the accounting and the management 

of a company. He says: “An external reader of the annual report is supposed to be able to trust 

that the information in the report is correct. That is the purpose of the audit”.  

According to Eric the quality in the financial reports is increased by the audit and the 

requirement of an audited annual report. He is sure that there would be more inaccuracy in the 



financial reports if they were not audited. A qualitative accounting he thinks is when the 

accounting fulfills the requirements that are set by law and when major errors that could affect 

an external reader are detected.  

“Steven”: Steven thinks that the purpose of his job is to be the one, according to law or on 

voluntary basis, to perform the audit after accepted accounting principles and according to the 

new ISA-standard.  

“The auditor is auditing the annual report and the management of the organization on behalf 

of the owners who demand a true and fair view of the company”, he says. Steven thinks that 

the audit affects the financial statements in a positive way. He is confident that the quality of 

the annual reports is increased by the audit as it gives assurance that the financial statements 

follows accepted accounting principles and gives a true and fair view of the company.  

“Martin”: Martin thinks his role as an auditor is to be a link between a company’s 

management and its constituents. He says: “I´m supposed to be an independent inspector to 

authenticate the annual report.” 

Martin thinks that the audit is increasing the quality in the in the companies’ financial 

information. “When an annual report is audited it is supposed to keep as high a quality, so that 

the reader is supposed to get the same transparency regarding the valuation of assets and 

liabilities as if the reader was sitting in the management himself.” 

Firm summary: Agency/Legitimacy 

Agency 

Eric is sure that there would be more inaccuracy in the financial reports if they were not 

audited. Martin thinks that a financial report is supposed to keep as high a quality, so that the 

reader is supposed to get the same transparency regarding the valuation of assets and 

liabilities as if the reader was sitting in the management himself.  

Legitimacy 

The general opinion in firm 2 is that the auditor’s role is to authenticate the annual report so 

that an external reader can trust the financial information. All of the respondents in firm 2 

agree that the audit increases the quality in the financial reports. 

  



Audit technology 

In this part of the interview we focused on how the audit technology affect audit structure, 

audit performance and audit quality. This was to enhance our understanding of the how the 

audit technology varies across audit firms of different size and how that may affect agency 

problems through the legitimacy of financial statements. 

“Eric”: When Eric gets a new assignment he usually takes in the balance sheet and the 

income statement. Then he usually looks at previous years before he decides whether to take 

the assignment or not. If he decides to take it he starts by planning the audit. He identifies 

where the greatest risks of essential errors may occur. These are later the areas that will be 

focused on in the audit process, other areas with minor risk for errors will be sieved so that the 

process is concentrated. Depending on the size of the company Eric may do some of the audit 

during the year. Then when the final accounts are closed he audits the financial report. It is 

also possible that the direction of the audit is changed during the process. “A lot can happen 

in the last months that make it important to redirect the efforts”, he says. 

Firm 2 uses Nordstedt’s audit program in the audit process. Furthermore they use a 

transaction analysis program. “It is probably meant that they shall merge eventually”, Eric 

says. He explains that a lot of the process is based around the SIE-4 files from where they get 

the accounting material. With help from the transaction analysis program they can create 

twelve months diagrams to see how the result has fluctuated and to see if there are any curious 

curves. Furthermore the program helps to see if there are any deviations in number series and 

such. It is a good way of getting a first glance at the quality of the accounting.   

Eric thinks the audit technology gives him a good structure in the audit. The program follows 

a certain structure with collection of information, planning, audit, and reporting. He thinks 

that their structure does not deviate from the bigger firms in any major way. The program also 

follows the different ISA recommendations with suggestions and support text, which is very 

helpful to reach the ISA requirements. But he also says that experience is of importance: “An 

experienced eye can immediately see on the accounts if something is not right.” 

He thinks the need for using audit technology is reduced with longer experience, but at the 

same time that the technology is a good support in the process so that no part is overlooked. 

“There is always the human factor, and there are a lot of checklists that have to be ticked off”, 

he says. However, it is also important not to get blinded by the tools when you get another 

feeling, and that one has to be able to depart from the tool to look at what is important, he 

explains. 

Eric thinks the audit technology has increased the quality in the audits compared with 20 

years ago when they had to scroll through ledgers by hand. Today it is possible to analyze 

much larger amounts of data then before, when he had to do everything manually. And that in 

turn makes it easier to detect errors. It is also relatively easy for an auditor to review another 

auditor’s work in the firm. “I think it is possible that the quality in the audits can differ 

between two auditors and that they could detect different errors. But since all the auditors at 

the firm work in a similar way the quality should not differ if they do not have different 

views.” 

Eric does not think that the constituents know what kind of audit tools are being used in the 

audits of financial reports. Therefore he does not think that the reliance of the financial 

information would be affected if audit tools were no longer to be used.  



“Steven”: Steven starts an audit process by collecting information about the company’s 

operations and by identifying the risks. It is important to understand the line of business and 

what kinds of managers are in charge and so on, he explains. He tries to identify the risks 

where both accidental errors and irregularities may occur. He also determines materiality 

numbers, so that he knows whether an error is worth any further audit or not. Based on the 

risk analysis he chooses the areas within the company to be audited. For example the risk 

analysis can show that the inventories are the item to put the energy into. But it is also 

important that there are not a lot of small errors since many small errors in the end become a 

big one. Then it is important to follow the red thread through the whole audit so that the audit 

plan is not lost on the way. In case the audit direction is changed during the process it is 

important to document why. In the end the conclusion is documented and the audit report is 

handed to the board at the general meeting. The documentation is very important. It becomes 

more and more important to show the conclusion and what has been done to reach it. 

Steven uses Nordstedt’s audit program in the audit process. He also has a subscription at the 

Companies Registration Office where he can get information about the company’s properties 

and vehicles and such. He also uses a lot of literature in his audit process. 

Steven thinks the audit technology is great contribution to the audit. It gives structure to the 

audit. But it is also important to think both ones and twice about the company, its operations, 

and its different items in the accounting yourself. So a lively fantasy is important. He thinks 

programs and checklists are important, but there is a risk that when the checklist is done, the 

audit is not. There can be other dimensions to the checklists that are important. Audit 

technology is important, but it is also important not to forget what audit essentially is about 

collection of information and critical review of the same.  

About the structure in the audit Steven says: “There is an interaction between the audit tools 

and my own thinking.” He does not follow the checklists and programs slavishly without 

thinking himself. Steven thinks his experience is of great help to him, enhancing the quality of 

the audit: “To tick off that what the company says is correct is one thing. Then there is 

another dimension to the audit, which is to find the things that do not appear but that should or 

have to be included.” To gain that knowledge you have to understand the company and the 

line of business and to have worked with it for a number of years, he says. So experience is 

important, and that is why it takes at least five years to become an authorized auditor. Steven 

thinks that longer experience from auditing gives him a smaller need to use audit tools in the 

process.  

Steven says that the audit program is the only thing that is directly connected to ISA, for 

instance the checklists, expert systems and the actual audit report are all follow ISA 

requirements. As an example Steven takes the help text in the program that tells him which 

ISA-standard a certain audit procedure corresponds to. 

Steven thinks that audit technology is helping him to perform a qualitative audit. He thinks 

that if audit technology no longer would be used in the audit process, there would be a risk 

that the reliance to the financial reports would deteriorate if major errors were to be revealed. 

He does not think that the reader of a financial report knows what kind of audit technology is 

used in the process, but that it has an importance in the long run. Audit technology helps him 

to reach the ISA requirements by giving structure to the process. “The technology helps me 

perform the audit in accordance with ISA and helps me through the whole process to meet 

ISA requirements”, he says. 



“If a colleague would revise the same company the audit would in theory be performed in the 

same way and we would therefore, in the end, draw the same conclusions.” He says there 

could always be variations in the way the audit is performed, but no major differences. 

Practically there are no difficulties to review another auditor’s job at the firm. The firm’s 

quality handbook, office handbook, and office templates help to maintain consistency in the 

way the audit is performed. 

“Martin”: When Martin gets a new client he makes a plan of the audit from historical annual 

reports, dialogue, and other information that can give an insight to the organization. It is the 

source of error that he is looking for such as routine errors in attestation rules. When the audit 

plan is concluded, the audit sets off. When the audit is finished he documents everything and 

eventual errors are primarily reported to the company management. If there is any severe 

inaccuracy, it is commented on in the audit report. But Martin says that most of the errors are 

possible to correct in the closing procedures.  

Except from Nordstedt’s audit program Martin uses a tool for analyzing gross profit data and 

trends. Since the audit is originating from tax laws, he also uses the law a lot. Furthermore, he 

uses the road office’s register for vehicles to check the companies’ vehicle park.  

Martin thinks that the audit structure has different meanings depending on what kind of 

company is audited. In small companies he often has his own feeling about where the source 

of error could be. The problem area must be identified first. This is made by some kind of 

valuation from the start, and then more time is invested in auditing that area. But during the 

audit it is possible to find something that makes it important to change the initial plan. So it is 

important to always take in new circumstances. For example information about eventual risks 

can be identified through discussions with the management. In any way the concern is to get 

the audit evidence so that a pure audit report can be written and the financial statement 

validated. Martin says that he always has to be ready to change the initial plan depending on 

what comes up during the audit process, and this has to do with the audit experience. “A less 

experienced auditor probably follows the initial plan more strictly and does not depart from it, 

while someone who has longer experience from the company or the specific line of business, 

depending on the information that comes up during the audit takes in new audit tools that are 

more adequate for the job.” 

Martin says that ISA is built for someone who understands the company that is audited. He 

points out that experience is important, especially in the line of business that the audit is 

performed. “If you have audited a specific line of business you know where the sources of 

error mostly occur”, he explains. 

According to Martin it would be too easy to say that more audit technology leads to a better 

audit. He means that the importance is to use the right tools, or adequate tools. What tools are 

used also depends on the analysis of the risk areas. He means that the tools are not used before 

the analysis. It would make the audit very static if the auditor just checks of the checklist and 

wrights a pure audit report. 

Martin thinks that two auditors should come to the same conclusion if they audited the same 

company. But he means that the human factor can play a role, and that the auditor’s 

experience and competence also is a tool that can differ between auditors, and between lines 

of business. “If audit tools are less used there could be a difference in the conclusions drawn.” 



Martin thinks that the risk for a mechanical audit has increased. But he always tries to base his 

audits on an underlying thought so that he is not slavishly following ISA but so that he can 

change the course of the audit if needed. 

Firm summary: Audit technology 

Audit structure: 

Firm 2 uses Nordstedt’s documentation program, a transaction analysis program and a gross 

profit data analysis program in the audit process. Furthermore they use the Companies 

Registration Office, the Road Office register, the tax law and other literature.  

Audit performance: 

The respondents in firm 2 think that more experience reduces the need for using audit 

technology in the audit process. Martin says that an experienced auditor uses more adequate 

tools. The respondents also say that they can depart from the tools and use their own feeling 

and judgment, and that the audit process is more of an interaction between the audit tools and 

the auditors own thinking. Eric and Steven say that auditors within the firm work in similar 

ways.  

Audit quality: 

Eric and Steven say that the use of audit technology increases audit quality. Martin says that 

audit technology does not automatically increase quality, but that the important thing is to use 

adequate tools. At the same time he says that less use of audit tools could lead to different 

conclusions.  

4.4. Firm 3 

Agency/Legitimacy 

In this part of the interview we focused on the necessity of auditing financial statements and 

the auditor’s role. This was to enhance our understanding of how the auditor reduces 

information asymmetries and uncertainty by creating legitimacy for the financial statements. 

“Robin”: Robin thinks that the purpose with his job as an auditor is to assure the quality in a 

company’s financial reports on behalf of different constituents. He emphasizes that the 

auditor’s independence is important so that the constituents get reliable information for 

decision-making. “When an auditor has put this name on a financial statement the reader is 

supposed to know that the statement is revised according to current norms and that the 

information is reliable”, he says. 

Robin assumes that every company has the ambition to do right and that they do not do more 

right because they have an auditor. However he says that auditors often discover things that 

should be reported differently, or not at all. “It is possible that the quality of the final product 

is increased by the audit, but the ambition to do right is probably there from the start”, he 

explains. 

Robin says the objective of an audit is to produce a correct audit report, and in order to do so, 

one must revise the right things.  

“Christine”: According to Christine the purpose of auditing is to create some kind of control 

for the constituents of a company or so that the company itself can get a “health control” of 

the business. She sees the audit report as a sign that the company has done fairly right for 



themselves since the surety for this is about 95% if a pure audit report has been written. “The 

purpose is to show that the company has a good control of the business and the accounts”, she 

explains. 

Christine hopes that the audit gives the companies a better foundation for presenting the 

financial information to the constituents. Even if the companies itself answers for the 

correctness in the numbers she thinks the audit works as a safety control.  

She does not know if the audit affects the financial information that the companies present 

since it is basically the same numbers that are going to be presented. She says: “It should not 

have any major influence.” But she thinks that the constituents, such as banks and suppliers, 

like it better when the financial information is audited. She also says that what information is 

disclosed also depends on what the board and the owners want to report. 

Firm summary: Agency/Legitimacy 

Agency: 

Robin assumes that every company has the ambition to do right and that they do not do more 

right because they have an auditor. Christine says that the constituente like it better when the 

financial reports are audited and that the companies have a better foundation for presenting 

the financial information to the constituents if the information is audited. 

Legitimacy: 

In firm 3 the respondents think that the purpose of auditing is to provide the management and 

constituents with a “health control” of the business, and to assure the quality in the financial 

information on behalf of the constituents. Robin thinks that it is possible that the audits 

increase the quality in the financial reports, but emphasizes that the companies have the 

ambition to do right from the start. Christine says that the audit should not have any major 

influence on the quality in the financial reports. 

Audit technology 

In this part of the interview we focused on how the audit technology affect audit structure, 

audit performance and audit quality. This was to enhance our understanding of the how the 

audit technology varies across audit firms of different size and how that may affect agency 

problems through the legitimacy of financial statements. 

“Robin”: Robin starts an audit by collecting information, planning and making a risk 

analysis. From there he makes an audit strategy where he asks questions such as: What are we 

primarily supposed to look at?  Where do we think that the risk for inaccuracy is greatest? 

Inaccuracies could be accidental errors as well as deliberate. From the planning he then makes 

an audit approach and then the audit takes place. The final stage is to deliver the audit report, 

either verbal or written. If there are any essential observations the report is always written. 

At firm 3 they have their own audit program. It is divided into three strategies depending on 

how much time the audit takes. Robin says there is a major international influence in the audit 

program. The program is somewhat adapted to local conditions for Swedish laws and so on, 

but there is a great uniformity internationally.  

Robin says he uses audit technology in the audit process “very, very much” and “a 100%”. 

“The audit cannot be performed without the methodology that comes with the technology”, he 

says. Even for the smaller companies the technology is used through the whole process even 



though some of the unnecessary moments are removed. Robin thinks that the technology has 

great contributions to the audit process and that it gives security to the auditor. He says that 

the technology is a support to all the employees regardless of competence. For the new and 

younger employees it clearly tells them what to do and how to handle different conclusions. 

He also says that the whole methodology is built around ISA so that all ISA requirements will 

be addressed. Robin thinks nothing is audited unnecessarily. Either the audit is supposed to 

lead to something, or it is supposed to have a direct connection to audit requirements 

according to ISA. They also have a planning tool that is directly connected to ISA.  

But he also says that, in order to do a good audit one should have a good knowledge about the 

company´s market, concurrence, owners and business idea. This is important for the risk 

analysis so that the auditor knows if the company could have a problem with for example 

inventory valuation or if they are very dependent on the customers. In the smaller offices 

Robin says that the younger auditors learn the whole process from the start to finish, while 

they are more focused on one area at the time in the larger offices. Robin also says that the 

younger employees go through first the planning document and then the audit with a more 

experienced auditor. So it is very easy to review an audit within the firm.  

Furthermore, Robin claims that an auditor cannot fully rely on their competence. “There are 

very competent professionals, but sometimes people make mistakes”, he says. Robin does not 

think he has any choice if he wants to use the technology or not since the methodology has to 

be used. He says that he probably would manage to audit the smaller companies without the 

methodology, but that is not a choice. He says: “If I have assessed the inventory as a material 

item our audit approach for inventory is supposed to be used.” Although the program has to 

be used in the audit process Robin thinks that no template is total. So sometimes he finds 

things that the program is missing that he looks in to anyway. But this mostly happens in the 

smaller businesses since the templates for the bigger companies are more complete. 

Robin thinks that the audit technology is a security that helps him to know that, if the 

methodology is followed, the audit is well done and the requirements from the law are 

fulfilled. “If the methodology is correctly handled the ISA requirements are also followed.” 

Robin thinks a qualitative audit is when all the essential risk areas have been identified and 

audited and satisfactory audit evidence has been collected. “If I can hand over a pure audit 

report and the review approach is done in a correct way I know I have performed a qualitative 

audit.” He says it is important to: “Look at the right things and draw the right conclusions.” 

He also thinks that audit technology makes him do the audits faster, but he does not think that 

it increases the quality in the audits since the planning and the actual audit always is gone 

through by an experienced auditor. Furthermore he does not think that the same audit 

performed by two different auditors at the firm would differ in any significant way. He says: 

“It wouldn´t work if 2000 employees in Sweden performed 2000 different audits on the same 

company.” 

Robin thinks that it would be difficult to work without audit technology. Also, he does not 

think it would work if ten auditors in an office worked in different ways. He thinks that the 

reliance to the audits in that case would decrease.   

“Christine”: Christine starts an audit by getting to know the client through interviews and by 

making a plan of the audit. In the plan she identifies the material risks, both business related 

risks and inherent risks. She also makes an assessment of what amount of deviation that can 



be accepted in the financial information in order to be able to write a pure audit report. 

Sometimes she is auditing during the ongoing year, and then she is mostly auditing material 

processes in the company. This is to check if the company has a good internal control or not.  

After Christine has looked at the material items she sets an audit approach where she decides 

whether to do a substantial audit or an internal control audit. When the audit starts it is 

possible that she finds things that make her have to reevaluate the plan. After the audit process 

she then draws her conclusions and writes an audit report.  

The audit tools that Christine uses takes its base in certain standards, former “RS and “FAR:s” 

recommendations. She also uses a lot of data analysis programs to for example go through a 

company´s payroll to check for double payments, high payments, if there are any missing 

payments some months and so on. The same thing can be done for inventory and different 

customers. In these screenings, Christine says the company assesses where the risk for an 

error is likely. Therefore there are just a number of people in the organization with the correct 

training that are allowed to perform these screenings.  

She also uses prepared batteries of questions that for example can help her to revise the VAT. 

She says this has been around for many years but that it has become more common in the last 

years.  

According to Christine the tools tell her exactly what documents that have to be written. She 

also claims that the education is tough. “We are being reviewed every third year, and it is 

therefore important that we have all the documentation in place. If we fail we have to redo 

everything”, she explains. 

Christine always uses the programs regardless if it is a small audit. They even have a special 

process for dormant companies that she uses. “The audit is very structured”, she says. 

When she started her auditing carrier she usually just looked through everything without 

documenting. Then she used more manual tools, but today they use audit technology. 

Christine says that some auditors think there is too much documentation and use of 

technology today, but she does not: “I think the audit technology is great”, she says. “If you 

do not like it you have to adapt anyway. This is the way the profession is going.” 

She likes it when the work is structured; it helps her to know how to work. She thinks it also 

helps the younger employees to know exactly what to do. She says: “They learn the 

documentation process from the start.” She emphasizes that she always has to think herself, 

but that the audit technology contributes a lot to knowing what to do. 

She says that the introduction of the new ISA-standard did not affect them very much since 

their programs already were built around ISA. Christine does not really know how it is 

connected to ISA. “I trust that the firm ensures that the technology follows ISA-standard and I 

feel confident that I don’t have to look it up myself”, she says. 

She thinks that despite the use of audit technology it takes a lot of experience to perform a 

good audit. “An auditors experience helps to make a better plan for an assignment and to 

know what is essential and what is not. So experience is important in order to be able to sign 

an audit report”, she explains. Even though experience is important Christine says that the 

experience does not affect her need for audit technology. “At our firm we are supposed to use 

the technology that is available, because that means that we have performed a good 

documentation of the audit”, Christine says. But she also says that en experienced auditor 

could perform a smaller audit without the use of technology, but that this is not a choice. Her 



experience also helps her to determine which items are essential. She explains: “If I would 

just follow the program I would probably have to audit more than if I use my experience to 

determine which items are really essential.” 

Christine thinks a qualitative audit has been performed when the processes and the material 

risks have been revised and eventual faults have been found. She thinks that the audit 

technology helps her to perform a qualitative audit. “If I document and perform the audit by 

using our tools it feels like I have revised the company in a good way and I don´t miss 

anything out of stress.”  

Christine does not think that there would be any major difference in the audit if she and a 

colleague with equivalent experience performed the same audit twice. “Off course there can 

be minor differences but I think we have consensus about how to understand the technology 

and how to use it”, she says. This is both due to the structure provided by the audit technology 

and the training- She explains: “If I would perform the same audit as a less experienced 

colleague there would be bigger differences. The less experienced auditors would revise much 

more than I would since they do not dare to let go of even insignificant items.” 

Christine thinks that they would perform the audits in the same way even without the audit 

technology and emphasizes that it is the training and education that makes them perform a 

good audit. “But it is a good help for someone that is new in the business since they don´t 

have any experience”, she says. 

Firm summary: Audit technology 

Audit structure: 

Firm 3 use their own internal documentation program. The program is divided into three 

strategies depending on the size of the company being audited. There is international 

uniformity in the program with some adaptations for local circumstances. Furthermore they 

use different data analysis programs and also question batteries. 

Audit performance: 

Within firm 3 the audit technology has to be used. Robin says that he sometimes departs from 

the program when auditing smaller companies but that the templates for the bigger companies 

are more complete. Christine says that the program tells her to audit more than she has to. She 

also points out that some within the firm thinks that the documentation is too extensive. 

Christine trusts that the audit programs follow ISA requirements and that she does not have to 

look it up herself. Within the firm the auditor’s documentation is being reviewed every third 

year. 

Audit quality: 

Robin thinks that the audit technology does not increase audit quality. Christine thinks that the 

audit technology increases audit quality, but at the same time she says that the audits would be 

performed in the same way without the technology. The variation in the audits amongst 

different auditors within the firm is low. 

  



4.5. Firm 4 

Agency/Legitimacy 

In this part of the interview we focused on the necessity of auditing financial statements and 

the auditor’s role. This was to enhance our understanding of how the auditor reduces 

information asymmetries and uncertainty by creating legitimacy for the financial statements. 

“Anna”: Regarding the revision of a company’s annual report, the auditor is chosen by the 

company owners, Anna says. Other constituents may engage an auditor occasionally when 

certain things need to be verified. “It is not the management team that selects the auditor but 

the auditor works with the management team on a daily basis”, she explains. Anna works 

mainly with companies that are listed on the stock exchange
1
. 

Anna says the audit is essential for the market economy. The auditor ensures that the 

information reported by the firm is accurate. “Owners to listed firms are people like you and 

me, it is the public”, she says. However, there are also (larger) groups of owners. They are not 

involved in the daily work and are absolutely not involved in the accounting process. That is 

why they hire an auditor that is supposed to go over the firm’s accounting and ensure that it 

has been established in accordance with current laws and regulations. It is based on this 

information constituents make decisions on whether to buy a certain stock share, Anna says. 

Furthermore, Anna explains that the same goes for smaller (unlisted) firms that may be 100 

percent owned by the same person. Investments in such firms are not necessarily associated 

with uncertainty. However, if constituents are unable to assess whether the reported 

information in the annual report is accurate, the investment decision becomes somewhat more 

difficult. “Constituents assume that audited information is accurate and this is why it works”, 

she says. In short, auditing is essential for the decision making among constituents.  

Anna thinks that auditing does not directly affect how firms communicate with their 

constituents. However, through the audit, the firm’s management team is able to highlight 

certain circumstances they have to relate to (in their operations). For example an insolvent 

customer that may reduce the firm’s result.  

“Beatrice”: Beatrice is mainly working with smaller firms. Her counterpart is also those who 

are owners. She states that, with this type of firm, you create a closer relationship to the 

customer, as long as it does not affect the objectivity. She also has an advisory role. “It is 

crucial to be objective. You have to stay independent”, she says. The firm provides all kinds 

of services today, she explains, which makes it even more important to appear as independent 

in other people’s eyes.  

Beatrice thinks the audit is necessary since many constituents base their opinion about the 

firm on the information in the financial reports. For example, banks need to be able to rely on 

this information. Thereby banks can demand that these reports or at least parts of them have 

been audited, she explains. The need for audited financial information increases since for 

example banks and the tax agency wants certainty regarding firms’ financial statements. “All 

information cannot be public to the extent that the audit becomes unnecessary”, Beatrice says. 

She believes that the audit will always be necessary to a certain extent. Even if information is 

becoming more easily accessible to more people, they cannot make the analyses that the audit 

is based upon. “If something is not correct in one part of the report, this may be connected to a 

                                                
1
 From here on referred to as listed companies or firms.  



mistake made in another. People who are not familiar with the foundations of the audit rarely 

inspect everything and may thereby not be able to accomplish a complete analysis” she says.  

Furthermore, Beatrice thinks that the audit may affect the company’s communication to the 

surrounding world through statements made by the auditor. “Companies can give us mandate 

to say certain things, but it is up to the company how open they want to be in their 

communication. Everyone filters information, which increases the risk for misinterpretations”, 

she says.  

“Christian”: Christian mainly audits smaller firms and affiliated companies, but also large 

firms listed on the stock exchange.  Work assignments are distributed based on experience 

when it comes to working with all kinds of firms. Firms such as insurance companies and 

banks require special skills, he says.  

Concerning the auditor’s role, Christian thinks that the auditor performs the audit in 

accordance with the companies act. He says the purpose with his job is to conduct the 

financial reports independently. Given that the auditor knows who is going to use the reports, 

namely the firm’s constituents, he also knows what kind of responsibility he has against this 

group. He says: “The purpose of the audit is to come in as an independent actor, not only to 

listed companies, but also other kinds of firms.” He also says that the requirement for audited 

financial information is controlled by the personal and economic responsibility of the owners.  

With regards to the auditor’s independency, Christian states: “We are not supposed to ‘sit in 

someone’s knee”. He says that the auditor is chosen by the owners but that he follows the 

audit process. He explains that, as a company they are more able to stand their ground 

compared to smaller audit firms. “No single client has any major economic significance for 

the firm here out on the countryside, which makes it easier for us to stand our ground”, he 

says. He usually recommends the staff to read the audit report and understand why they are 

needed. “The bank is supposed to lend money, the supplier is supposed to deliver goods and 

services, and consumers should be comfortable in making purchases”, he explains. There is an 

economic constraint when it comes to responsibility, which is why the audit exists, he says. 

Other civil right laws also take effect, which makes the audit necessary.  

Furthermore, Christian believes that the audit can affect the communication between 

companies and their constituents. He explains that, regarding for example acquisition the 

audit helps. The guarantee package can become more extensive if the annual report is not 

audited. “The auditor ensures and takes the responsibility that the information in the annual 

report is correct. If the information that is given is incorrect, the picture of the company may 

be completely different”, he says. Christian has been a partner in the firm and has performed 

audits on a lot of different companies during many years. “I have a very broad competence”, 

he claims.  

“Dan”: Dan is working with owner-lead companies, not companies that are listed on the 

stock exchange. He believes that his role is to make sure that the companies are giving an 

accurate picture of their situation, that the information in the annual report is correct. “Those 

who are reading an annual report, are supposed to be able to make a decision based on that 

information”, Dan says. He explains that auditors are working under material constraints to 

ensure that the parts of the annual reports that are of significance for the constituents’ 

decision-making process are correct. I.e. to make sure that it is not misleading, and to protect 

third party members (the constituents). That is his role, according to him. At the same time the 

auditors have a responsibility to advise the company to declare their financial reports in an 

accurate manner, he says. “Therefore, we do have a conflict of interest to take into 



consideration. A constituent can make an inappropriate decision if the information in the 

annual report is incorrect. Banks are supposed to for example lend money, suppliers are 

suppose to sell credit, etc.” 

“We are supposed to make sure that the information is correct”, Dan says. He thinks that this 

is important not only in regard to results and balances, but also to what is written in the 

administration report. He says that although things may appear correct on the balance day, 

changes may occur right after that day, it is important that they make notes about these 

changes when they conduct the audit months later. I.e. one has to specify significant events 

that have occurred afterwards. It may be changes that do not affect the annual accounts per 

see, but that might be important for the constituents’ evaluations. He also says that there 

might be occurrences that the company does not feel that they need to mention in the annual 

report. However, as an auditor, Dan feels that he needs to decide whether all essential 

information that may affect the company’s future is given either by the company or in an 

“unclean” audit report. In that way, one may force the company to add a little but more text 

about what has happened and what may occur in the future, he says. “Constituents can 

demand more information than the companies are willing to give out”, he says. It may be 

information that the company does not want to expose but that we as accountant regard as 

vital in the audit report in order to maintain the accurate picture about the company’s 

situation. 

“Edward”: Edward thinks the auditors’ role differs between small and large firms. In regard 

to smaller firms, he says the auditor works more as an advisor, and for larger firms, more as a 

controller. “We are not allowed to investigate things that we have helped the company to 

establish. It is a constant balancing”, Edward says. He explains that he is allowed to give 

advice within the existing legal framework, which does not cause any problems when trying 

to guide the client in the right direction. “There are clear regulations regarding what we can 

and cannot do.” Edward thinks the primary purpose of the audit is to assist third party, to 

make sure third party can trust the information given in the financial reports. He believes the 

audit affects the communication to the extent that the company wants it to. “We have to 

follow the ethical principle of confidentiality”, he says. Furthermore he emphasizes the need 

to help the client to secure the quality.  There are company secrets that are not supposed to be 

reflected in the financial reports and even though the auditor has an obligation to tell when the 

client is not telling the truth, if they want to hide certain things that are not irregular the 

auditor cannot affect their decision. Edward works on the countryside, we there are more 

small firms such as foundations/trust funds, economic associations, etc.  

Firm summary: Agency/Legitimacy 

Agency: 

Anna says that the audit is essential for the market economy since uncertainty makes the 

investment decision more difficult. Beatrice says that the need for audited financial 

information increases since for example banks and the tax agency wants certainty regarding 

firms’ financial statements. Dan says that those who are reading an annual report are supposed 

to be able to make a decision based on that information. 

Legitimacy: 

Anna says that the audit ensures the public that the accounting is accurate. Dan says that his 

role is to make sure that the financial information is not misleading and to protect third party 

members. In firm 4 the general opinion about auditing is that it is for ensuring the accuracy in 



the financial information so that it can be trusted by a third party. All the respondents except 

from Anna think that the audit can affect the communication between the company and its 

constituents. 

Audit technology 

In this part of the interview we focused on how the audit technology affect audit structure, 

audit performance and audit quality. This was to enhance our understanding of the how the 

audit technology varies across audit firms of different size and how that may affect agency 

problems through the legitimacy of financial statements. 

“Anna”: Anna says that some companies are audited all year while some companies are 

audited in one day. But she means that the audit process basically is the same whether a small 

or a large company is being audited. The differences depend on what kind of business is 

audited. 

Anna says that the audit process has three main parts. In the planning of the audit she gets 

knowledge about the client and then plans what has to be done. ISA tells her what she has to 

do here. The second phase is the performance of the actual audit. Normally she does the audit 

as she planned it, but it happens that she has to change the planning. The third part is to write 

the audit report. 

During the audit process she does not look at everything but makes a risk assessment to know 

what to look at. Depending on the control functions within the company she makes a 

substantial audit or an internal control audit. She emphasizes that it is important to know the 

business to be able to identify the risks. For example in a production company the production 

is in focus and in a bank the financial instruments are in focus. She says that the company has 

a lot of audit tools. They have an internal documentation tool that everyone uses. Some 

external material is still saved in paper form. In smaller companies they use another audit tool. 

In the main program they can analyze, structure items, compare the balances between 

different years, VAT-analysis and so on. They can also analyze larger transactions, who is 

certifying the transactions, automatic and manual transactions and to sample transactions for 

control. For example they can send a request to verify that the company has a certain debt to 

someone else. In the main audit programs they have everything mentioned above. 

Dependent on what risk level is chosen for the different items Anna says the audit program 

suggests what control can be done. She can also choose herself what to control. It is easier to 

follow the audit programs suggestions when auditing larger companies. Anna says that the 

smaller companies are less complex and therefore the risk is smaller that the standardized 

audit steps will go wrong. She emphasizes that: “the audit program is a machine that cannot 

think of its own, auditing is about judgment and decision.” 

Anna says the constituents do not care about what kind of tools they are utilizing. It differs 

between the audit firms. Some are utilizing tools to a large extent while others do not. The 

constituents do not know who are using more advanced tools and what kind of tools that are 

being used. “They do not care, all they care about is getting a high quality audit”, she says. 

The quality is not necessarily affected by the utilization of tools, she explains, it is the 

effectiveness that is affected. If a tool is used to sort transactions, compared doing this by 

hand, there is a huge difference in effectiveness.  

“They have no idea what tools we are using. For them it is enough that the material has been 

revised. No one has ever asked a question about our tools. They want to know what we have 



done and what areas we have been focusing on. Regarding the content, they are interested in 

that we have not been focusing on the wrong things.”  

Anna does not believe the outcome would have been different if audit tools have not been 

used. She believes it has to do with the effectiveness in their work. “Hopefully the 

effectiveness does not affect the audit since it has to be conducted in accordance with ISA”, 

she says. If there is a lack of time it is not okay to skip certain steps that are in accordance 

with ISA. “The tool do not control how much that should be audited, it is your risk 

assessment that decides how much should be tested”, she explains. However, it becomes 

incredibly inefficient to perform it manually instead of utilizing a tool, Anna thinks.  

Anna says an audit has to be documented. There also needs to be a certain level of quality in it 

to. To do it manually is incredibly difficult to document: when you have conducted the work; 

who did it; that two pair of eyes have looked over it, and; which pair of eyes that performed 

the work and which pair secured the quality. “When sitting with papers that are supposed to 

be signed, it is much more efficient and qualitative to have the documentation performed 

automatically through the utilization of a tool”, she says. However, even if it contributes to a 

higher quality in the documentation, it does not affect the outcome of the revision. She claims: 

“The more experienced auditor, the less one has to look at the numbers.”   

“Beatrice”: Beatrice says that she relies on both gut feeling and controls/guides, when 

deciding which companies to bring into their business. She says: “during the audit process, 

what kind of information do I as an auditor need in order to feel safe when signing the audit 

report?” I.e. she needs certain information in order to make a decision, she explains. 

Regarding smaller companies, it is important to trust the person behind the company. When it 

comes to larger companies, she relies more on the tools and techniques of accounting, since 

the audit becomes more extensive. “The professional judgment is in focus”, Beatrice says. 

The system helps her organize the revision process based on the risks she has entered. 

However, she sometimes needs to go in and change these since there might be new risks that 

occur. “The system supports you in your work, but it is not almighty”, she says. It is used 

differently by different persons due to differences in professional judgment, she explains. 

Beatrice says that the revision is supposed to be efficient; the auditors are supposed to find the 

important parts. “The system helps us with material constraints and what risks we are facing. 

It supports us, but we do not have to follow it slavishly”. To what extent someone wants to 

follow it, Beatrice explains, depends on the professional judgment. Therefore it is important 

to document why one does something and under what assumptions. “The system helps, but a 

lot is up to your own judgment.”  

Beatrice uses a lot of audit technology. At firm 4 they have their own internal documentation 

tool. They also have internal databases. Beatrice says they use different programs for small 

and large companies. These are used to accommodate in both the auditing and the advisory 

role they have. She thinks that she may use the tool a lot without thinking about it that much. 

Beatrice also explains that the company’s routines that are audited are not shown the same 

year, companies do not want to expose themselves that much. Companies do not want to show 

too much to their constituents.   

Furthermore, Beatrice claims: “I would have gained more certainty, a better certainty if I had 

used the tool to a larger extent, but it does not necessarily indicate that the outcomes would 

have been different.” There have been cases when her intuition has said differently than the 

looks of it all. Beatrice explains that this could have been because of the approach she had 

when she entered the assignment. However, as long as she has had evidence for it and the 

documentation showed that it was correct, she has gone with it. “The professional judgment is 



not just an intuition, it is also the knowledge that I have done enough”, she says.  Beatrice 

believes that In the case she feels insecure, she has to do more tests until she feels satisfied. 

“When you have signed something, then you are satisfied”, she says. Even if she feels 

insecure, the risk may be insignificant, that it is okay anyway. “The professional judgment is 

very important and the intuition is a part of it.“ 

“Christian”: On the countryside Christian feels they are lacking when it comes to using 

methodology. Christian believes for example, that register analyses are conducted by people 

at the larger city offices where there is more front edge competence. He thinks the client is 

supposed to obtain the absolute best service. The formulations in an audit report have to be 

correct, or else the audit firm can get sued, he explains. “The report is a public document”, 

Christian says.  Every “unclean” audit report has to be coordinated with an associate at his 

firm.  

Christian believes that it is better to lean on the associate’s competence than a computer 

program. “A computer program can never replace common sense.” He says the 

documentation is built upon the requirement that an independent accountant is supposed to be 

able, many years later, to repeat the same audit and arrive to a similar conclusion. However, 

sometimes one person may support an earlier decision while another advises against. 

Therefore it is important to coordinate with an associate. The accountant’s decision may 

affect the company’s rating and much more.  

“If one would compare us with a larger city office, we have the kind of companies where one 

does everything from oats to bread. Larger offices go more on routine”, Christian says. He 

explains that he has the ability to learn the whole process compared to in the case with larger 

assignments. “This makes us more flexible in our way of thinking”, he says. He believes that 

auditors at smaller firms know the law but that they are more practical in our way of working.  

“We do not have the competence that is needed in order to use complex computer programs, 

methodology, etc.”, he says. 

The audit program Christian uses is built in accordance with ISA. By using it one also follows 

the internal policy for how the audit is supposed to be conducted. If he has done the planning, 

decided material constraints, which items are of importance to investigate, etc., then 

everything else is omitted automatically, he explains.   

Christian thinks the audit is supposed to be conducted in a cost efficient manner therefore he 

needs to decide what is important and what is not. He also explains that they have internal 

quality controls at the firm and are reviewed by the Supervisory Board of Public Accountants 

when it comes to bigger assignments. The question of independency is important in those 

situations, he explains. “The insurance companies are expecting us to do things in a certain 

way. We have to work in a correct manner. If we are following our internal policy we are 

safe.” Before they used to sit with folders and check lists, and did not have an evaluation 

model. He thinks the audit was more built upon experience than it is today. He feels it is much 

easier nowadays. It is easier for him as the signing party now since he does not have to go 

through a bunch of folders that usually contain too much information. Information that is 

“good to have”. In their databases they are documenting how they have done the audit and 

how they have arrived to conclusions they made. “It suits me perfectly to work in this manner 

instead of sitting and browse through some folder.” Christian also believes audit technology is 

an excellent resource pedagogically when it comes to training new staff. The new employees 

get an overview of their way of working and the technology can coach them in their work. 

The audit tool for documentation is designed in the same way regardless what kind of firm 

that is being revised.  



Christian thinks the audit depends on the firm’s layout. The audit tool is an aid since it is 

based on ISA. “We cannot maintain methodology in the same manner as the larger city 

offices. We probably do the same thing even if we do not think so however.” The revision 

tool shows the methodology openly. Christian believes that auditors will be more tied to the 

technology in the future. “Today we rely more on experience and knowledge about the client 

since the relations with the client looks different in different cases”, he says.  

“Dan”: Dan says the audit starts with a team planning meeting. This is to get an overview of 

what the business looks like compared to last year. Then based on previous accumulated 

knowledge about the company they decide what to look closer to this year. Then the assistants 

perform the audit. When it is done Dan goes through the documentation and gives feedback 

on the audit. The audit is performed according to the methodology in the program and the 

recommendations are therefore followed. When auditing larger companies, there are more 

steps in the program than for the smaller companies. In the larger companies Dan does not 

perform as much analysis of his own as he does in the smaller companies. 

Dan thinks the utilization of technology may affect the accurate picture of how the audit has 

been performed. The level of reliability is affected. There can be a difference in outcome if 

one is using a methodology to a smaller or larger extent. “If you are not following the 

methodology because you are using it on a daily basis and know it inside-out, you may 

actually miss something”, he says. There is a risk for missing a step if you are not following 

the methodology since it provides a lot of guidance.  

He says: “If you are more than one person, you got at least four eyes on it. Meaning, what one 

might miss, the other one catches. Therefore it is not always good to work by yourself”. 

Dan is working in an Office-based program. There is a library in this program since one wants 

to have as few documents as possible. Younger people think it is better, Dan says, that 

everything is stored in the server. This makes it easily accessible which makes it easier to 

perform the audit.  

“Edward”: In the audit Edward makes a risk analysis and then he collects information about 

the business. He meets with the owners, looks at previous years and items with high risks.  

He thinks that, since the constituents should be able to trust the annual report the auditor has 

to look at the items where the risk is high for material errors. The audit is performed 

differently depending on what the business looks like. For example he says the documentation 

is less extensive for the smaller companies. The tools get more advanced for larger 

companies. But the audit process is basically the same for small and large companies. Edward 

says that their trademark is a quality stamp. He means that the clients get a higher value if 

they use a large audit firm than if they use a small one.  

“To continue along the same road we have done for years does not develop us or the client. 

Our tools reflect our professional judgment.” Dan thinks that, by utilizing the tools, they 

ensure that they are doing what they are supposed to do. There is a larger risk for remarks in 

the audit of the smaller company when everything has not been documented in the tool, he 

says. It is a larger risk that something that should have been done is forgotten. Sometimes you 

might get stuck in the tool but then you have to step aside and evaluate what is important, he 

explains. “If you have chosen to conduct a brief orally because it goes faster, then you have 

chosen the faster way of doing it because it would have taken much longer to do it in the tool. 

The final product does not become different, but the value added to the client has changed. It 

becomes a simpler kind of brief. However, the final product should be the same anyway.”   



Firm summary: Audit technology 

Audit structure: 

Firm 4 have their own internal documentation program. For smaller companies they use 

another internal documentation program. They also have an internal transaction analysis 

program.  

Audit performance: 

In firm 4 Beatrice says that audit technology is used differently by different auditors due to 

differences in professional judgment. Christian says he rather relies on experience and 

knowledge about the client than on audit technology. Anna highlights that the audit program 

is a machine that cannot think of its own, and that auditing is about judgment and decision. 

Edward says though that there is a risk to get stuck in the audit tool, and according to Dan one 

does not analyze larger companies as much oneself as is done with the smaller companies 

since they are harder to get a more holistic view of. 

Audit quality: 

Beatrice means that she would gain more certainty if she had used the tool to a larger extent. 

Dan agrees that audit technology increases audit quality and says that differences in audit 

quality can vary depending on how extensive the methodology is used. Anna and Edward on 

the other hand do not think that audit technology increases audit quality. 

4.6. Tables 

 

Summary audit technology 

In this table we have set the summaries from audit technology together to help summarizing the 

factors characterizing small and large firms and further to being able to analyzing the differences and 

similarities between the small firms and large audit firms. 

Audit technology 

(AT) 

Small Large 

Audit structure  Firm 1 uses Nordstedts documentation 

program and a transaction analysis program 

in the audit process. 

 General programs 

 Separated technology 

 

 

 Firm 2 uses Nordstedts documentation 

program, a transaction analysis program 

and a gross profit data analysis program in 

the audit process. Furthermore they use the 

Companies Registration Office, the Road 

Office register, the tax law and other 

literature.  

 General programs 

 External information 

 Separated technology 

 

 

 Firm 3 use their own internal 

documentation program. The program is 

divided into three strategies depending on 

the size of the company being audited. 

There is international uniformity in the 

program with some adaptions for local 

circumstances. Furthermore they use 

different data analysis programs and also 

question batteries. 

 Firm specific technology 

 Internal programs 

 Flexible programs 

 International uniformity 

 

Firm 4 have their own internal 

documentation program. For smaller 

companies they use another internal 

documentation program. They also have 

an internal transaction analysis program 

that is integrated to the documentation 

program.  

 Internal programs 



 Flexible programs 

 Concentrated technology 

Audit performance  Firm 1 uses the audit tools even for 

dormant companies. David thinks the 

program helps him with a lot of sensible 

questions and that his experience does not 

make it less necessary to use the audit 

technology. He views his audit as very 

structured. When auditing a company he 

uses to look at who is in the management. 

 Structured audit 

 Qualitative factors 

 

 In firm 2 the respondents think that more 

experience reduces the need for using audit 

technology in the audit process. Martin says 

that an experienced auditor uses more 

adequate tools. The respondents also say 

that they can depart from the tools and use 

their own feeling, and that the audit process 

is like an interaction amongst the audit tools 

and the auditors own thinking. Steven use 

to look at what kind of managers is in 

charge when auditing a company. The firm 

has internal guidelines of how to document 

the audits. 

 Trust in experience 

 Internal guidelines 

 Critical to technology 

 Qualitative factors 

 

 Within firm 3 the audit technology has to 

be used. Robin says that he sometimes 

departs from the program when auditing 

smaller companies but that the templates 

for the bigger companies are more 

complete. Christine says that the program 

tells her to audit more than she has to. She 

also points out that some within the firm 

thinks that the documentation is too 

extensive. Christine trusts that the audit 

programs follow ISA-requirements and 

that she does not have to look it up 

herself. Within the firm the auditors 

documentation is being reviewed every 

third year. 

 Obligated documentation 

 Extensive documentation 

 Trust in technology 

 Internal control evaluations 

 

 

In firm 4 Beatrice says that audit 

technology is used differently by different 

auditors due to differences in professional 

judgment. Christian says he rather rely on 

experience and knowledge about the 

customer than audit technology. Anna 

highlights that the audit program is a 

machine that cannot think of its own, and 

that auditing is about judgment and 

decision. Edward says though that there is 

a risk to get stuck in the audit tool, and 

according to Dan one does not analyze 

larger companies as much oneself as is 

done with the smaller companies since 

they are harder to get a more holistic view 

of. 

 Trust in experience 

 Critical to technology 



Audit quality (AQ)  In firm 1 the audit technology helps David 

to reach the ISA-requirements, but he 

doubts that the audits are better today. He 

does not think that the audit quality vary 

amongst auditors since they are tied to the 

technology today. 

 Technology helps reach ISA-req. 

 High audit consensus 

 

In firm 2 Eric and Steven say that audit 

technology increase audit quality. Martin 

says that audit technology does not 

automatically increase quality, but means 

that the importance is to use adequate tools. 

At the same time he says that less use of 

audit tools could lead to different 

conclusions. Eric and Steven say that 

auditors within the firm work in similar 

ways. 

 Technology increase AQ 

 High audit consensus 

 In firm 3 Robin thinks that the audit 

technology does not increase audit 

quality. Christine thinks that the audit 

technology increases audit quality, but at 

the same time she says that the audits 

would be performed in the same way 

without the technology. The variation in 

the audits amongst different auditors 

within the firm is low. 

 AT does not increase AQ 

 High audit consensus 

 

In firm 4 Beatrice means that she would 

gain more certainty if she had used the 

tool to a larger extent. Dan agrees that 

audit technology increase audit quality 

and says that differences in audit quality 

can vary depending on how extensive the 

methodology is used. Anna and Edward 

on the other hand does not think that audit 

technology increases audit quality. 

 Disagreement if AT increase AQ 

 

Summary legitimacy 

In this table we have set the summaries from legitimacy together to help together to help summarizing 

the factors characterizing small and large firms and further to being able to analyze the differences and 

similarities between the small firms and large audit firms. 

 

Legitimacy Small Large 

   In firm 1 according to David the auditor’s 

task is to check that the papers are in order and 

that the constituents are supplied with the 

correct information. Furthermore he think that 

the audit increase the quality in the financial 

information supplied by the companies. 

 Relevant 

 Reliable 

In firm 2 the general opinion is that the auditor 

role is to authenticate the annual report so that 

an external reader can trust the financial 

information. All of the respondents in firm 2 

agree that the audit increase the quality in the 

financial reports. 

 Relevant 

 Reliable 

  In firm 3 the respondents think that the purpose 

of auditing is to get a health control for the 

management and constituents and to assure the 

quality in the financial information on behalf of the 

constituents. Robin thinks that it is possible that the 

audits increase the quality in the financial reports, 

but emphasize that the companies have the 

ambition to do right from the start. Christine says 

that the audit should not have any major influence 

on the quality in the financial reports. 

 Relevant 

 Reliable 

 In firm 4 Anna says that the audit ensures the 

public that the accounting is accurate. Dan says 

that his role is to make sure that the financial 

information is not misleading and to protect third 

party members. In firm 4 the general opinion about 

auditing is that it is for ensuring the accuracy in the 

financial information so that it can be trusted by a 

third party. All the respondents except from Anna 

think that the audit can affect the communication 

between the company and its constituents. 

 Relevant 

 Reliable 



Summary agency 

In this table we have set the summaries from agency together to help summarizing the factors 

characterizing small and large firms and further to being able to analyzing the differences and 

similarities between the small firms and large audit firms. 

Agency Small Large 

  In firm 2 Eric is sure that there would be more 

inaccuracy in the financial reports if they were not 

audited. Martin thinks that a financial report is 

supposed to keep as high quality that the reader is 

supposed to get the same transparency regarding 

the valuation of assets and liabilities as if the 

reader was sitting in the management himself. 

 Information asymmetries 

 Uncertainty 

 In firm 3 Robin assumes that every company has 

the ambition to do right and that they do not do 

more right because they have an auditor. Christine 

says that the constituents like it better when the 

financial reports are audited and that the companies 

have a better foundation for the financial 

information when going to the constituents. 

 Uncertainty 

 Information asymmetries 

 

 In firm 4 Anna says that the audit is essential for 

the market economy since uncertainty make the 

investment decision more difficult. Beatrice say that 

the need for revision increases since for example 

banks and the tax agency wants certainty regarding 

firms’ financial statements. Dan says that those who 

are reading an annual report is supposed to be able 

to make a decision based on that information. 

 Uncertainty 

 Information asymmetries 

 

 

Model for analysis 

Below we used our model for analysis to summarize the factors that characterize small and large audit 

firms. This is the factors that will be analyzed and unfolded in the next chapter. 

Model for analysis: Small firms 

 

Audit Firm 
Audit Technology 

• Auditstructure 
- General programs 
- Separated  
   technology 
- External info. 

• Audit performance 
- Structured audit 
- Trust in  
   experience 
- Internal guidelines 
- Critical to tech. 
- Qualitative factors 

• Audit quality 
- AT helps reach ISA 
- AT increase AQ 
-  High audit 
   consensus 

Financial Statements 
Legitimacy 

• Information quality 
-Relevance 
-Reliability 

Constituents 
Agency 

• Information 
asymmetry 

• Uncertainty 



Model for analysis: Large firms 

 

  

Audit Firm 
Audit Technology 

• Audit structure 
- Firm specific tech. 
- Internal programs 
- Flexible programs 
- Concentrated 
   tech. 
- International  
   uniformity 

• Audit performance 
- Obligated 
  documentation 
- Extensive  
  documentation 
- Trust in tech. 
- Critical to tech. 
- Trust in  
  experience 

• Audit quality 
- AT does not  
  increase AQ 
- High audit  
   consensus 

Financial Statements 
Legitimacy 

• Information quality 
-Relevance 
-Reliability 

Constituents 
Agency 

• Information 
asymmetry 

• Uncertainty 



5. Analysis 
In this chapter we start by analyzing the empirical data on audit technology divided in audit 

structure, audit performance and audit quality against our frame of reference. To get an 

overview we have summarized these parts after they are analyzed. We then continue by 

raising our eyes and analyzing how this may affect the legitimacy for financial statements and 

the information asymmetries between company managements and its constituents. 

5.1. Audit technology 

To fulfill the purpose of the study the analysis starts by analyzing the differences and 

similarities in audit structure, audit performance and audit quality between small and large 

firms. 

5.1.1. Audit structure 

Dowling and Leech (2007), O´Donnel and Shultz (2003), and Bell and Carcello (2000) write 

that large firms are developing computerized decision aids to assist them in the in the audit 

process, and that even small audit firms have adopted less advanced audit technology such as 

electronic work papers. Our findings show that a lot has happened in the area of audit 

technology since these studies were conducted. In our study both the small and the large firms 

use some kind of audit technology in the audit process despite the fact that we have chosen 

firms with only one authorized auditor to some of the largest firms in the world. But even 

though the small audit firms use audit programs in the audit process the difference is that they 

use general programs developed by someone else while the larger firms use programs that 

have been developed within the firm in accordance with the firm specific rules and 

regulations.  

Findings from this study show that larger firms use different kinds of audit programs or 

different kinds of audit strategies within the programs depending on the size of the business 

that is being audited. This indicates that the audit programs that are used in the larger firms 

are more flexible than in the smaller firms. A primary explanation for this is, as stated by 

Manson et al., (1998) that larger firms have more resources available that enable these firms 

to purchase and implement superior IT. These resources should, as stated by Riemenschneider 

et al. (2003), improve audit processes leading to better audits and higher quality audits, that 

offer greater credibility to the financial statements. In the larger firms it seems that the 

different operations can be performed from the same program. They expresses that they have 

everything in the main program, such as transaction analysis and documentation. The smaller 

firms on the other hand talk about the different tools as separated from each other, and they 

think that it is probably meant that the transaction analysis program and the documentation 

program shall emerge eventually. In the smaller firms they also mention that they use external 

tools such as the Road Office register and literature. Furthermore the smaller firms use an 

audit program that is produced by a Swedish company while the larger firms says that there is 

international uniformity in their program. Because of they do not feel that the introduction of 

ISA did affect them very much.  

Summary: Audit structure 

Small firms Large firms 

General technology Firm specific technology 

 Inflexible technology  Flexible technology 

Separated technology Concentrated technology 



External technology Internal technology 

Local technology International technology 

 

5.1.2 Audit performance 

Manson et al. (1998) also found a difference in the use of audit technology related to firm 

size, where the use of broad audit IT is found to be more extensive in Big 4 audit firms. This 

lines up with the views from the larger firms where the auditors express that they do not have 

a choice whether to use the audit programs or not. In those firms their documentation is also 

being internally reviewed to get equivalent audits which tell us that the documentation is an 

obligation, while at the smaller firms they talk about the firm’s quality handbook, office 

handbook and office templates as a way to get an equivalent audit. Furthermore the larger 

firms show greater trust in the technology then the auditors in the smaller firms. They say that 

they trust that the technology follows ISA-standard and that they do not have to look it up 

themselves. They also say that they do not analyze larger companies as much on their own 

since the templates are more complete. This differs from the smaller firms where they imply 

that the attitude “when the checklist is done, the audit is done” is a risky behavior. They also 

say that it would make the audit very static if the auditor just checks of the checklist and 

wrights a pure audit report. 

The organization’s concern with control, rules and regulations and organizational loyalty can, 

according to Sorensen (1967), conflict with the employee’s concern with professional 

autonomy and maintaining high standards. The requirement of extensive documentation and 

use of audit technology in the larger firms can be one of these conflicts. In the larger firms 

they expresses that some auditors think that the documentation is too extensive, but that they 

have to adapt anyway. They also say that the larger companies are not analyzed by the auditor 

in the same way as the smaller companies are since it is harder to get a holistic view. They 

also warn that there is a risk to get stuck in the audit tools. This conflict can, according to 

Bamber and Iyver (2002) cause the professional to have to compromise between satisfying the 

organizational demands and acting according to professional values and judgment. 

However, Bamber and Iyer (2002) claim that computerized audit methodologies that foster 

job autonomy and an effective audit, in fact increases organizational identification and 

reduces the organizational-professional conflict. At the same time as the larger firms thinks 

that the documentation is too extensive and that there is a risk of getting stuck in the tools 

they say that different auditors due to differences in professional judgment use the audit 

programs differently. Furthermore they rather rely on experience and knowledge about the 

customer than the audit technology, and highlights that the audit program is a tool that cannot 

think of its own and that auditing is about judgment and decision. This indicates that the 

larger firms foster professional job autonomy.  

In the smaller audit firms the auditors can depart from the tools and use their own feeling. 

They also highlight that the audit structure is an interaction between the audit tools and their 

own thinking. This indicates that the smaller firms foster professional job autonomy too. 

Mutchler and Willliams (1990) state that there is a risk in structured firms relying too much 

on a quantitative model while ignoring the more qualitative aspects of a company. 

Respondents from all of the firms say that it is important to know about the line of business in 

which the audit is performed. But only in the smaller firms, qualitative factors, such as who is 

in the management is actually actively considered in the audit process.  



According to Elliott and Jacobson (1987) the assumption that the auditor’s judgment is 

entirely sacrificed with the use of audit technology no longer endangers the development of 

structured audit tools, but has however been replaced by the risk that inexperienced auditors 

using structured audit tools perceive their judgment tasks as mechanical and therefore no 

longer exercise to the fullest of their judgment. Both the small and large firms highlights that 

experience is of importance in the audit process. The large firms say that audit technology is 

used differently by different auditors due to differences in professional judgment and the 

small firms says that an experienced auditor uses more adequate tools then an inexperienced 

auditor. This indicates that the less experienced auditors in the both firms use the audit 

technology more mechanical than the experienced auditors. 

Summary: Audit performance 

Small firms Large firms 

Non obligated documentation Obligated documentation 

Mistrust in technology Trust in technology 

Internal guidelines Internal control evaluations 

Job autonomy Job autonomy 

Qualitative and quantitative factors Quantitative factors 

Trust in experience Trust in experience 

 

5.1.3. Audit quality 

The range of tasks in the audit process that can be automated is extremely broad, including 

preparing flowcharts, facilitating engagement management through telecommunications and 

accessing databases in order to perform analytical review procedures. The use of information 

technology should therefore add structure to the audit at the firm level and as a result reduce 

the variability of audits. (Elliott and Jacobson, 1987) This view corresponds with the views in 

the small firms. They think that there is not any major difference in audit quality amongst 

different auditors in general since they are rather tied to the audit technology. They also think 

that the structure within the firm does not deviate from the larger firms in a major way. 

Furthermore they think that the quality of the audits within the firm should not differ if they 

do not have different views since everyone works in a similar way. They also use quality 

handbooks, office handbooks and office templates that help to get equivalent audits.  

In the larger firms the auditors imply that the audit technology makes the audits within the 

firm more equivalent and that not using it could affect the reliance for the audit in a negative 

way. They also emphasize that the colleagues at the firm have consensus about how to 

understand the technology and how to use it, which should decrease the variation in the audits 

This indicates that the documentation in the audit tools creates stronger consensus around 

what information is relevant to assess in the audit process and that the variation in the audits 

therefore should decrease. This also corresponds with Mason et al. (1998) who mean that by 

structuring the audit process the use of IT seems to improve the audit judgment and therefore 

audit quality. 



Summary: Audit quality 

Small firms Large firms 

High audit consensus High audit consensus 

 

5.2. Legitimacy 

According to Branco and Rodrigues (2006) legitimacy theory is based on the idea of a “social 

contract” between the business and society. Society allows companies to exist and have rights 

and in return the companies fulfill the tasks expected of them in accordance with the values 

and norms of society. When the companies fail to perform as expected, it is looked upon as a 

breach of contract and a gap in legitimacy may develop. Deshmukh (1999) describes auditing 

as the monitoring device that detects and deters material irregularities in an interactive audit 

environment. The auditor is responsible for providing reasonable assurance to the users of 

financial information, that the financial statements of their clients contain no material 

irregularities. The auditors both from the smaller audit firms and the larger audit firms seem 

to agree with this view. In the smaller firms they say that the auditor’s task is to check that the 

papers are in order and that the stakeholders are supplied with the correct information. 

Furthermore they say that is the auditor is supposed to be an independent inspector to 

authenticate the annual report. In the larger firms they agree and say when reading an audited 

financial statement the reader is supposed to know that the information is reliable.  

Both the small and the large firms studied in this thesis have shown to use quite structured 

approaches in the audit process. Deshmukh (1999) argue that if audit technology is beyond 

the critical value, the auditor can reduce the incidence of material irregularities and narrow the 

expectation gap. In other words, they reduce the variability of audits, providing users of the 

financial information with a more uniform product (Elliott and Jacobson, 1987). Whether the 

audit technology increase audit quality or not is a dividing question between the small and 

large firms in this study. In the small firms the auditors think the audit technology increase 

audit quality while in the large firms they express that the audit quality is not increased. This 

indicates that firm size and the differences in audit technology between firms of different size 

make the auditors perceive the contribution of audit technology differently. 

Summary: Audit technology’s effect on audit quality 

Small firms Large firms 

AT increase AQ AT does not increase AQ 

 

However the purpose of this study is to explore how the use of audit technology between 

small and large firms affects the legitimacy of financial statements. Elliott (2002) states that 

the “byer” (here the user of information) always has an interest in knowing whether the 

information supplied by the seller (here the audit firm) is relevant and reliable. Furthermore, 

differences in audit judgment, affecting audit quality, are related to the type of audit 

technology used by a given firm (Mutchler and Williams, 1990). The respondents in the small 

firms seem to have the perception that the audits are performed in a similar way in all the 

firms. They mean that since the auditors are rather tied to the audit technology today there 

should not be any major differences amongst different auditors in general. They also think 

that the structure in their firm does not deviate from the larger firms in any major way. 

Furthermore they argue that the audits within the firm should not differ since everyone works 

in a similar way. However, the interviews conducted from this study show that audit 



technology and audit performance differ significantly across small and large audit firms. This 

variation in audit performance thereby affects the legitimacy for financial statements. 

5.3. Agency 

The agency problem arises when cooperative parties have different goals and different 

division of labour (Jensen & Meckling, 1976); (Jensen & Smith, 1985). According to 

Lightstone and Driscoll (2008), the best way to deal with risk and uncertainty is to maximize 

knowledge and allow for a realistic assessment of future development. The audit process 

reduces the agency problem by allowing the principal to control the agent through the 

monitoring of management, who otherwise may act in his own interest instead of the interest 

of the principal. This view is held by both the small and large firms in this study. In the small 

firms they think that a financial report is supposed to keep as high quality that the reader is 

supposed to get the same transparency regarding the valuation of assets and liabilities as if the 

reader was sitting in the management himself. In the larger firms they also say that those who 

are reading an annual report is supposed to be able to make a decision based on that 

information. The quality in audit performance is therefore directly linked to the information 

asymmetries between the management and the constituents. Since there is variation in the 

audit performance between large and small firms this thereby increases the information 

asymmetries between the management and constituents of a company. According to Huss and 

Jacobs (1991), this information gap between the management and the firm’s constituents 

creates uncertainty for the constituents. 

 

  



6. Conclusions  
The purpose of this study was to enhance understanding of the use of audit technology  across 

audit firms by comparing small and large audit firms and identifying differences and 

similarities amongst these and by exploring  auditors’ perception of the effect of the use of 

audit technology on the legitimacy of financial statements. To do this we identified what kind 

of audit technology was used in the different firms, how it was used, and how this affected the 

information asymmetries through the legitimacy of financial statements. Following below is a 

summary of the conclusions that we draw from the analysis divided into the basic parts of the 

conceptual framework. Finally we discuss propositions for further studies. 

6.1. Audit technology 

6.1.1. Audit structure 

We found significant differences in the kind of audit technology that is used in small and 

large firms, of which most are due to differences in resource availability. While the larger 

firms use their own firm specific technology, the smaller firms use technology created by 

someone else. A difference in these two types of technology is that the firm specific 

technology is more flexible and adapted for audits of different sizes, while the smaller firms 

use more inflexible technology with the same strategy for audits of different size. The 

technology in the larger firms is also more concentrated to larger programs while the smaller 

firms use different programs for different audit tasks. In the smaller firms the use of external 

technology such as the Road Office register and literature is more common. Finally the 

technology in the larger firms is more internationally uniform than the technology in the 

smaller firms.  

 

6.1.2. Audit performance 

We also found differences in how auditors from small and large firms approach the 

technology that they use. The auditors in the larger firms are obligated to document 

everything and are being internally evaluated on their documentation which helps to get 

equivalent audits. The smaller firms on the other hand keep to internal guidelines for the 

documentation and audit process to get equivalent audits. We also found that auditors both in 

the large and small firms trust the technology, but both parts still showed that they foster 

professional job autonomy. However the less experienced auditors in the both firms use the 

audit technology more mechanical than the experienced auditors. Finally we found that 

auditors in the small firms considered both qualitative and quantitative factors in the audit 

process while the auditors in the larger firms only looked at the quantitative factors. 

6.1.3. Audit quality 

The auditors in the small firms think that the variability in audit consensus is low amongst 

auditors in general. The auditors from both the small and large firms think that the audit 

technology reduces audit variability on firm level. 

6.2. Legitimacy 

Our secondary purpose was to explore how the use of audit technology affects audit 

performance and the legitimacy of financial statements. The auditor’s role is to ensure the 

relevance and reliability of the financial information disclosed in the financial statements. The 

interviews conducted from this study show that audit technology and audit performance differ 

significantly across small and large audit firms. The audit consensus within the firms is high, 



but the variation between large and small firms remains. This variation in audit performance 

thereby affects the legitimacy for the financial statements. 

 

 

6.3. Agency 

In today’s economy there is a gap between the information provided by firms and the 

demanded information by its constituents causing uncertainty that makes decision-making 

difficult. This information asymmetry creates a need for legitimate financial statements upon 

which decisions can be based. The auditor’s role is to provide such legitimacy to the financial 

statements by ensuring that the information disclosed is relevant and reliable. Audit 

technology and structure influences the variation of audit performance, ultimately affecting 

legitimacy of the financial statements in a negative way. Legitimacy reduces uncertainty, 

which makes it easier for the constituents of the company to make accurate decisions. This 

study shows that there is variation in audit performance between large and small audit firms. 

This variation increases the information asymmetries between the company management and 

its constituents and creates uncertainty for the constituents. 

6.4. Theoretical contributions 

According to Mutchler and Williams, (1990) from an academic point of view, researchers 

would need to control for differences in audit technology whilst looking at differences across 

audit firms. There seems to be greater consensus and greater accuracy in the decisions of 

auditors who use a more structured approach, implying they make better judgments than 

auditors who use a less structured type of audit (Mutchler and Williams, 1990). Although 

information technology has significantly changed the audit process, few studies have 

examined how information technology is used when the audit firms vary in size and what 

perceived impact the use of audit technology has on the quality of the audit and therefore the 

financial statements audited. 

This gap in the research was identified though there is a lack of research in how the 

differences and similarities in audit technology between small and large audit firms affect the 

legitimacy of financial statements. The study shows that the variation in audit technology has 

an effect on the legitimacy of the financial statements. Furthermore a model for analysis has 

been developed to show the connection between audit technology, legitimacy for the financial 

statements and agency problems.  

6.5. Practical contributions 

From a practical perspective this study illustrates the importance in developing audit 

technology that creates audit consensus amongst auditors across firms of different size. The 

model for analysis identifies the factors that need to be considered in this process. 

Furthermore the study gives guidance to boards when choosing audit firm for the company by 

showing what kind of differences and similarities there are between small and large audit 

firms. 

6.4. Method problems and proposals for further studies 

The results of the study could have been biased by the inexperienced interviewers. Since there 

wes no time to do pilot interviews the interviewers had to learn interviewing during the 

process. This may have led to that the quality between the first and last interview differ in a 

way that affected the results. Furthermore due to the inexperienced interviewers some 

questions were asked in a leading way. Another problem with the study is that the authors 



were not agreed in the way the auditors work. This could have biased the questions that were 

asked and the interpretations of the answers. 

The concepts of both agency and legitimacy are perspectives widely held by management 

scholars and practicing managers and should therefore not be ignored. The concept of 

legitimacy is multifaceted and dependent of the context in which it is used. In this study we 

tried to understand how legitimacy for financial statements is affected by the differences in 

audit performance between small and large audit firms through the auditor’s perspective. 

Though to enhance a better understanding of the relationship between agency and legitimacy 

further studies should look at legitimacy from the perspective of the constituents.  

In this study we looked at what kind of technology was used in the different firms and how 

the auditors use the technology. Among the firms there are different kinds of tools for the 

same tasks, where some produce their own technology and some buy external technology. 

Since there is little research about the modeling of the technology it is important to enhance 

understanding about how the modeling affects audit performance. 
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Appendix 1 

Interview guide 
How is legitimacy of financial information affected by the audit? 

1. Berätta allmänt om vad som är syftet med ditt arbete som revisor?  

2. Hur tror du att kravet på revision påverkar den finansiella information som företagen 

lämnar ut? Varför? 

How does the use of audit technology affect the variation in audit performance and ultimately 

the quality of financial reports? 

3. Beskriv hur revisionsprocessen går till?  

4. Vad är de olika delarna i processen till för? 

5. Beskriv hur du använder dig av olika revisionsverktyg i den processen?  

6. Vilka bidrag tycker du revisionsverktygen har till revisionsprocessen?  

7. I hur stor utsträckning använder du dig av revisionsverktyg i revisionsprocessen?  

8. Berätta om på vilket sätt revisionsverktygen kopplas till ISA?  

9. Hur påverkar användningen av revisionsverktyg din förmåga att möta ISA-kraven? 

10. Vad anser du vara en kvalitativ revision?  

11. På vilka sätt påverkar din erfarenhet av revision din förmåga att utföra en kvalitativ 

revision?  

12. Hur påverkar din erfarenhet av revision ditt behov av att använda revisionsverktyg i 

revisionsprocessen? Hur var det när du hade mindre erfarenhet?  

13. Om du och en kollega reviderar samma företag, på vilka sätt kan utfallen i 

revisionerna skilja sig åt? Vad är det som gör att det kan skilja sig åt? 

14. Hur anser du att revisionsverktygen påverkar din förmåga att utföra en kvalitativ 

revision? 

15. Hur tror du att förtroendet för den finansiella informationen skulle påverkas om 

revisionsverktyg skulle sluta användas? Varför?  

16. Hur lätt är det att omgranska andras arbeten inom byrån? 

 

 

  



Appendix 2 

Arbetsfördelning Miruna och Robert 
Under studiens gång har vi varit åtskilda då en av oss har befunnit sig på studieorten och en av oss har 

jobbat från Stockholm, därmed har vi haft ett annorlunda upplägg på samarbetet i arbetet med denna 

studie. Vi har fördelat ansvaret mellan oss för studiens alla delar enligt följande:  

Miruna 

Miruna började skriva på denna uppsats tidigare under hösten. Hon bestämde ämne, sökte upp relevant 

litteratur på området och deltog aktivt i handledningsträffar rörande studiens innehåll. Efter att ämnet 

spikades skrev Miruna utifrån de vetenskapliga artiklar hon hittat på området inledning, 

problemdiskussion, formulerade forskningsfrågor och syfte och färdigställde litteratur- och 

teorikapitlet. Miruna genomförde även 5 semistrukturerade intervjuer på en av de stora 

revisionsbyråerna som utgör studieobjekt. I och med att Miruna började jobba under våren, inledes 

samarbetet med Robert för att färdigställa uppsatsen. För att Robert skulle kunna ta till sig studien och 

till följd av att pilotintervjuerna inte riktigt besvarade Mirunas ämnesformulering till fullo, ändrades 

fokus för arbetet och nuvarande ämne togs fram genom gemensamma diskussioner. Eftersom 

mestadels av det Miruna redan fått ner på papper kunde användas ansvarade hon genom hela studien 

för att sammanställa och göra nödvändiga ändringar i dessa delar skriftligt, dvs i inledning, 

problemdiskussion, forskningsfrågor, syfte, litteratur och teoretisk referensram, analysmodell och de 

intervjuer som utförts av henne. I övriga delar av studien, dvs i metod, övrig empiri, analys och 

slutsatser har Miruna aktivt deltagit i diskussioner och beslutsfattande kring innehåll samt upplägg och 

kopplingen till de teoretiska delarna. Miruna har även deltagit i slutseminariet och haft huvudansvaret 

för de muntliga opponeringarna då hon inte kunnat medverka på seminarietillfällena under våren. 

Robert 

Robert tog till sig Mirunas uppsats i dess ursprungliga form i början på våren. Det första Robert gjorde 

var att läsa in sig på allt för att till fullo förstå ämnet och Mirunas resonemang. Detta var en krävande 

uppgift och man bestämde gemensamt samt tack vare Roberts tidiga input att ändra fokus på uppsatsen 

för att Robert skulle kunna göra ämnet till sitt. Robert deltog i diskussioner och beslut om innehåll och 

upplägg av inledning, problemdiskussion, litteratur- och teoridelar, analysmodell och letade upp 

vetenskapliga artiklar som används i metoddelen. Robert deltog även i handledningspass samt 

seminarier under våren. Robert genomförde 6 semistrukturerade intervjuer i övriga bolag som utgjort 

studieobjekt. Han ansvarade för att skriftligt sammanställa metod, empiri, med undantag för de 

intervjuer Miruna redan genomfört och sammanställt, analys och slutsatser. Robert har även ansvarat 

för att sammanställa nödvändiga ändringar på de delar han sammanställt i skrift. Vidare har Robert 

ansvarat för den muntliga opponeringen under de löpande seminariernas gång, samt deltagit i den 

skriftliga sammanställningen av slutopponeringen på slutseminarietillfället. Robert har ansvarat för att 

skicka in materialet löpande då det har varit lättare för honom att hålla sig ajour med deadlines osv. 

Han har informerat Miruna löpande om dessa tillfällen i planeringen av arbetet.  

Vi tycker att arbetet har varit jämnt föredelat och båda författarna har deltagit aktivt i samtliga delar av 

studien. 

 


