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ABSTRACT

This paper discusses the foregoing literature on the various characteristics of audit
partners that may lead to an enhanced quality of audit. Prior studies suggest that academic
research requires more focus on the level of individual auditors. Therefore, this paper focuses on
audit partner characteristics as audit partners oversee the work of external auditors, and he/she
is responsible for the consequences of the audit teams. The audit partner is a significant factor
that can increase the quality of audit. Therefore, it is argued that their characteristics perform a
primary role in providing high quality audit. However, previous studies show mixed and
inconclusive results. Understanding this issue is very important to inform regulators and
practitioners about the audit partner characteristics that can be used in improving the quality of
audit. Finally, the paper recommends the firms to consider these characteristics as part of the
important characteristics for improving their audit quality.
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INTRODUCTION

Over the past several years, a great number of corporate accounting scandals led to the
breakdown of many corporations around the world, such as the case of Enron in the United
States (US), Parmalat in Italy, SK Networks in South Korea and the Satyam fiasco in India. Due
to this accounting scandal, the regulators blamed the auditors for not discharging their
responsibility effectively (Chen et al., 2008; Chi & Huang, 2005). There are two levels of
auditors, first, the audit firm level and second, the individual partner level. In the last few years,
several academic studies suggested that the level of the audit partner is the most significant level.
Also, Chin & Chi (2009) argued that the competence of the auditor should be assessed within the
level of audit partnership. They further argued that, the audit partners design and perform the
process of the audit and ultimately decide the kind of report on the audit that is to be disclosed to
the client. Similarly, Gul et al. (2013) proposed that the researchers require more focus on the
level of individual partners as audit partners oversee the work of external auditors, and he/she is
responsible for the outcome of the audit teams.

In recent years, the prominence of audit partners in determining audit quality has received
increasingly more attention. The reason behind this is that audit partners incur legal
responsibility when the auditing fails to provide the overall verdict of the audit engagement. In
other words, the audit partner has important roles to play for the success or failure of the audit.
However, in the last few years, the participation of audit partners in the accounting and audit
scandals had been extensively documented. In reality, the quality of the audit is contingent
primarily on the result of the decisions of the audit partners (Lee et al., 2017). In this context, the
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external auditor is led by the engagement audit partner. Therefore, the audit partner’s expertise is
a very important issue in determining audit quality. Generally, the engagement audit partner is in
charge and responsible for the results of the audit.

LITERATURE REVIEW
Studies on Audit Partner Characteristics

A partner in an audit engagement is defined as “the partner or other person in the firm
who is responsible for the audit engagement, its performance and for the auditor’s report that is
issued on behalf of the firm”, where the audit partner should be totally responsible for the quality
of audit output of each audit engagement to which that partner is assigned (International
Standard on Auditing, 2007). To mitigate the divergent of interest that takes place between the
principles (owners of the firm) and the agents (management), the latter can employ the services
of external monitoring mechanisms by way of appointment of external auditors, who are
responsible for verifying the financial statements and reports prepared by the management and,
thus, express an opinion on their truth and fairness. As a result, external auditors lend or assure
credibility to the financial reporting process by reducing the information asymmetry and the
management’s opportunistic behaviour, which will finally increase the quality of the financial
reports.

Although the agency theory states how external auditors are a vital mechanism which
positively has an effect on the financial reporting process, the product differentiation theory
presents that auditors prefer to draw a distinction by way of industry specialisation in order to
meet with clients’ demands for an improved quality of audit (Moroney & Carey, 2011; Gul et al.,
2009). Moreover, the learning theory proposed that the audit partners need time to evolve
specific skills and knowledge about the client to carry out high quality audits (Glaser & Bassok,
1989; Lapre et al., 2000). For instance, an auditor who is performing an audit assignment for the
same audit client over a period of time is familiar with the necessary accounting constraints that
may require considerable attention (Liu et al., 2017). Thus, the long-term tenure of a partner is
related with better audit quality.

In the past few years, there have been an increasing number of researches that examined
the various characteristics that might persuade audit engagement partners to offer different
categories of audit quality. Several studies show that audit partner characteristics could influence
the quality of audit and financial reporting. For instance, in a study by Chi & Huang (2005), they
examined audit partner tenure and discretionary accruals. Sundgren & Svanstreom (2014)
studied audit partner age and audit quality. Studies by Ittonen et al. (2013) and Hardies et al.
(2014) examined audit partner gender and audit quality. Nekhili et al. (2021) examined audit
partner gender and earnings management. Other related studies examined audit partners’
workload and audit quality; for example, Suzuki & Takada (2016); Goodwin & Wu (2016); Gul
et al. (2017); Lai et al. (2018); Chen et al. (2020) and Raweh et al. (2021).

However, several characteristics related to audit partners have been reported in prior
researches, including tenure, industry expertise and experience which impact audit partner
behaviour (Carey & Simnett, 2006; Chi & Huang, 2005; Goodwin & Wu, 2014; Lai et al., 2018).
In recent times, a large number of studies on the characteristics of audit partners have been
undertaken, within the context of ethnicity of the audit partner and the alignment of auditor-
client (Berglund & Eshleman, 2019), audit partner identification and audit quality (Lee &
Levine, 2020), audit partner workload and audit reporting lag (Wan-Nordin & Bamahros, 2018).
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Gul et al. (2017) investigated the workload of the audit partner and the quality of audit, the result
provides evidence that the audit partner workload may reduce the quality of audit. Taken into
account, prior studies indicate how characteristics of the audit partner impact audit quality and
offer justification for carrying out research in related areas.

Audit Partner Characteristics and Audit Quality

The engagement partner is the one who takes responsibility of the result of the audit and
bears the burden in the case of failure of the audit. It is argued that industry specialist audit
partners, through their knowledge and experience from attending to clients in the same industry,
can provide high quality audit service (Lee et al., 2017).

Regulators across the globe have identified the significance of expert auditors at the audit
partner level (Knchel et al., 2015). Firms audited by expert audit partners possess better quality
of audit (Aobdia et al., 2015; Chin & Chi, 2009; Lee et al., 2017). The rationale behind that is
due to; the industry expert auditors have more industry distinctive expertise and skills than non-
expert auditors (Dunn & Mayhew, 2004). Furthermore, industry expert auditors can provide a
better audit quality service to clients. Therefore, the industry expert auditors offer a significant
role in supervising the process of sound financial reporting. Audit that is of high-quality should
also result in a higher earnings quality by decreasing the practices of earnings management using
discretionary accruals (Garcia-Blandon & Argiles-Bosch, 2018). Chin & Chi (2009) found that
audit partner industry specialisation had a negative association with accounting restatements.
Similarly, a study by Chi & Chin (2011) shows that audit partner industry specialisation had a
negative association with discretionary accruals. Chi et al. (2017) found that the industry
specialisation has a significant effect on discretionary accruals, while the industry specialisation
is insignificantly related to interest rate spreads.

Other than the industry expertise of audit partners, several empirical researchers studied
shows how the length of serving for the tenure of an audit partner has a direct effect on the
quality of audit. Moreover, there are two sound arguments regarding the tenure of an audit
partner. The first argument suggested that a longer tenure of an auditor could result in a better
quality of audit; this is because the audit partner could build up more industry-specific and
client-specific knowledge due to a longer tenure stay as an auditor (Bedard & Johnstone, 2010;
Sharma et al., 2017). With an increase in partner tenure, the audit partner gets more knowledge
about the client’s operating environment, procedures and risk control which will lead to a
positive outcome in the audit (Manry et al., 2008; Chen et al., 2008; Goodwin & Wu, 2014;
Sharma et al., 2017; Raweh et al., 2021), hence, leading to a rise in financial reporting quality.
Consistent with these studies, Chi et al. (2017) show that the long-serving audit partner tenure is
related to smaller discretionary accruals, leading to higher quality audit.

The second argument suggested that a rotation of the audit partners may be suitable as it
introduces a new viewpoint to the audit. Furthermore, when the audit partners become more
known by the management, they are probably more compromised in their objectivity and tend to
comply with the client’s position (Litt et al., 2014; Ball et al., 2015; Laurion et al., 2017).

The workload of an audit partner is another characteristic that may affect the quality of
audit. Partner workload is the total number of quoted companies in the portfolio of a partner’s
client. There are two points of views regarding audit partner workload. The first point of view is
that audit partners with a heavy workload who are in charge of many audits may face detrimental
effects because they are not be able to allocate sufficient time to discharge their duties in
directing audit efforts. A substantial workload could side track an audit partner from offering
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sufficient consideration to an audit assignment and could prompt the partner in the audit to take
the easiest way rather than employing all the necessary audit evidence (PCAOB, 2015). Also, the
Malaysian Audit Oversight Board (AOB) focused on the workload of an audit partner and has
further emphasised that: “it is imperative for audit partners to have sufficient time to properly
lead and supervise audits” (Audit Oversight Board, 2017). Consequently, audit partners facing a
heavy workload may be managed inadequately and may make speedy decisions due to time
pressure, leading to low quality audits.

On the other hand, a considerable amount of literature has been published on the clients
that point out that the audit partner expertise in managing multiple clients is able to draw the
attention of more clients into his domain. Regarding the benefits attached to auditing several
clients, a recent investigation by Goodwin & Wu (2016) claimed that a partner with a large
number of clients is considered to be more objective and credible. The result indicates that the
workload of an audit partner is positive and significantly related to the quality of audit. In other
related studies by Suzuki & Takada (2016) and Lai et al. (2018), suggested that audit partner
workload is viewed as a valuable sign for the quality of audit through the accumulated
knowledge and experience from serving multiple clients. Sundgren and Svanstreom (2014) found
that the workload of the audit partner is negatively related to the decision of the audit partner to
issue a GC opinion. The study suggests that the audit partners which facing a heavy workload
lead to provide low-quality audit. Lai et al. (2018) found that audit partners with more listed
clients are related to larger absolute discretionary accruals. Chen et al. (2020) found that audit
partner workload compression has a negative relationship with accruals quality. However,
Raweh et al. (2021) did not find any relationship between audit partner busyness and audit
efficiency. The result of previous studies on audit partner workload and audit quality shows
mixed findings, taking into account the inconsistent arguments. As a result, predicting the
relationship between an audit partner's workload and the quality of audit is exceedingly difficult.

Audit Partners’ Personal Characteristics

Very few studies have attempted to explain the audit partners’ personal characteristics
and their relationship with the outcome of audits. These audit partner characteristics include age,
gender, education, and ethnicity. On one hand, studies found that the individuals became more
conservative and virtuous as they grew older (Sundaram & Yermack, 2007). However, a study
by Mudrack (1989) proposed that age is regarded as a sound measure of professional ethical
behaviour. The finding from this study implies that elderly individuals are more ethical, due to
the fact that they possess a longer, relentless knowledge of established customs and culture. On
the other hand, previous studies indicate that professional workers’ dealings become gradually
weaker as they grow older, which leads older personnel to make use of little effort (Holmstrom,
1999).

According to Sundgren & Svanstreom (2014), they claimed that aged audit partners are
not able to offer high audit quality. The study found that audit partner age has a negative
relationship with the propensity of the partner to provide a going concern opinion; this is because
an older audit partner needed more time to understand the going concern assumption. In the same
vein, Goodwin & Wu (2016) provide evidence that most of the older partners of an audit are less
likely to provide a going concern opinion for the first time and are linked with larger
discretionary accruals. The results from this study are in line with the postulation that aged audit
partners offer lower audit quality.
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However, the argument from the behavioral research point of view is that women are
very likely to adhere to the rules when compared to men. Due to the deference between these
genders, the association between the gender of the audit partner and the quality of audit has been
explored by several researchers. Nekhili et al. (2021) claim that gender-diverse audit partners
have a competitive advantage over all-male audit partners due to improved interaction between
male and female audit partners. Furthermore, Ittonen et al. (2013) hold the view that female audit
partners in the firms are related to fewer abnormal accruals. The researchers argue that female
audit partners could have a constraining impact on the practices of earnings management because
females are more conservative.

Another study by Hardies et al. (2014), show that a female audit partner has a higher
possibility of issuing going concern opinions to a financially distressed company. Further
evidence is given by Li et al. (2017) where they hold the view that female audit partners are
more related to smaller accruals. Hardies et al. (2015) found that the female audit partners are
related to higher audit fees. The study indicates that the higher audit fees paid to the female audit
partner are due to the higher preferences, abilities, knowledge, skills, or achieve greater
satisfaction of the client compared to male audit partners. However, researchers have
consistently shown that personal connections among audit partners and clients weaken the
quality of audit. A study reported by Guan et al. (2016) studied the relationship between the
client-partner school ties on the quality of audit. The findings from this study indicate that clients
feel more comfortable and get to know one another while engaging in an audit assignment with
audit partners that possess similar levels of education.

Thus, the levels of educational ties can expedite the dissemination of information
between the audit partner and the client’s management which could enhance the quality of the
audit. From another point of view, the mutual trust between audit partners and mangers of a
client could harm the independence. It has been found at the level of educational relationship
within the audit and has been empirically confirmed by Guan et al. (2016) that partners as well as
client management compromise the quality of audit. In a similar finding by He et al. (2017), they
supply evidence that the social relationship between the partners in an audit and the audit
committee can impair the quality of the audit. Therefore, it is essential to point out that the above
findings may not be spread out in advanced countries where personal relationships are of little
importance.

Furthermore, several researchers have also investigated the educational background of an
audit partner in relation to the quality of audit. In a study by Gul et al. (2013), they show that
audit partner that hold a university degree are more aggressive results for an audit work. In
another related study by Chu et al. (2016), they found that audit engagement partners who are
accounting graduates were evidenced to be more effective in deterring abnormal accruals;
moreover, the accounting graduates are charging higher audit fees as against audit partners that
possess degrees in social sciences. Equally, Li et al. (2017) found that an audit partner that
possesses a graduate degree in accounting or finance is more probable to restrain abnormal
accruals. Regarding the ethnicity of an audit partner, Berglund & Eshleman (2019) found that the
clients are more probably to choose an audit partner who is of the same ethnicity as the manager
of the client. The result shows that co-ethnicity is related to a low probability to issuing a going
concern opinion to clients that are facing financial trouble and rise the likelihood of under-
reporting of the administrative expenses and fundraising. The review of the previous studies
shows a lack of studies that examined several research questions related to audit partner
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characteristics, therefore more studies are required in order to support the robustness of the
findings.

METHODOLOGY

The audit partner characteristics is an extremely important topic considering the fact that
partners in an audit assignment incur legal responsibility in the case of failure of an audit and
therefore, the characteristics of partners in an audit are very important in determining the
outcome of an audit. Audit partners design and oversee the audit assignment and eventually
ascertain the category of the audit report to be disclosed to the client. In view of the significance
of this topic, this paper examines the extent to which audit partner characteristics affect audit
quality.

Sources
> Online Databases such as, Scopus, Emerald Insight, Google Scholar and Science Direct.

Search Keywords
Audit Partner, Audit Partner Characteristics, Audit quality, Financial Reporting
Quality.

Category
Journal Papers, Conference Papers and Dissertations.

> Review the Literature of the Studies.

Discussions on literature and future direction identification.

) Findings of the Study

FIGURE 1
REVIEW OF THE METHODOLOGY

In order to constrain the scope of this study, this present study gives special attention to
the archival studies published from the following journals: A Journal of Practice & Theory,
Review of Accounting Studies, Managerial Auditing Journal, Journal of Accounting Research,
Contemporary Accounting Research, and The Accounting Review. On the other hand, the online
research databases such as Scopus database, Web of Science, Emerald Insight, Science Direct,
and Google Scholar were used to search for related literature on this paper. The keywords
employed for the review of literature were: "audit partner characteristics" "audit partner" and
“audit quality”. The papers included in this review fulfil the following criteria: All the studies
that examine the relationship between audit partner characteristics and any measurement for
audit quality, exclude non-English studies. And to ensure all related studies through 2021 are
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included in this study, the publication date was not limited. As a result of these methods, 31
papers published in 17 journals dealing with the effect of audit partner characteristics on audit
quality from 2005 to 2021 are included in this study. For this paper, Figure 1 presents the
methodology in the form of a graph.

DISCUSSION AND CONCLUSIONS

The main purpose of this present study is to supply a conceptual review of the previous
empirical studies that investigated the relationship between audit partner characteristics and audit
quality. Therefore, this paper is expected to increase the understanding of regulators, researchers
and policymakers regarding the roles and characteristics of audit partners. In general, the
findings of the conceptual review reveal that the roles and characteristics of audit partners have
an influence on the quality of audit and financial reporting quality (FRQ).

The conceptual review of studies on audit partners provides evidence on the
characteristics of audit partners, such as the industry specialist of audit partners. It is argued that
an audit partner that is an industry expert can gain a better understanding of the client's work as a
result of the spill over effects of the industry expert. Industry specialist audit partners are better
in detecting a client’s unethical financial reporting practice. Therefore, their skills will ensure
that financial statements reveal information completely. However, it is extremely important to
point out that such expertise may positively influence the audit quality and FRQ. Likewise, with
an increase in partner tenure, the audit partner gets more knowledge about the client’s business
operations, which will lead to success in the auditing. For this reason, the asymmetry of
information between the owner of the firm and the stakeholders can be reduced. Furthermore,
female audit partners avoid risks in making financial decisions, as well, are more probably to
comply with the rules compared to men, leading to high quality audits. However, reviewing all
of the above-mentioned empirical studies has identified several research gaps in the literature as
a result of the conflicting findings from previous studies. Therefore, to address the shortcomings
of previous studies, suggestions were made for upcoming research.

However, the relationships between audit quality and audit partner characteristics are still
inconclusive. Future research may supply additional evidence on the results of the review and
explore further the roles of audit partner characteristics. Despite the fact that some progress has
been made in figuring out the relationship between audit partner characteristics and the quality of
audit, the area has thrown up many questions in need of further investigation. Furthermore, the
review of literature on the relationship between audit partner characteristics and audit quality
presents an inconclusive finding. However, some recent empirical studies have established a
significant positive relationship while other related studies present a negative relationship
between these characteristics and the quality of audit. Therefore, the characteristics of an audit
partner and their association with the quality of audit remain unclear. Moreover, further studies
are required to investigate whether audit partner characteristics have a different effect on
financial fraud and audit quality.

There are very limited studies that try to examine the issue regarding audit partner
personal characteristics. However, the present study contributes to the body of knowledge in the
area of auditing. The study also contributes to the practice and helps regulators in making an
informed decision. Future research need to consider other characteristics that might affect the
attribute of audit quality and FRQ, such as the religious belief of audit partners, ethnicity of audit
partners, gender and age of audit partners. Therefore, this paper provides an avenue for future

Financial Management & Accounting 7 1939-6104-20-53-020



Academy of Strategic Management Journal Volume 20, Special Issue 3, 2021

research to undertake similar research by extending the ideas given in this research as presented
in Table 1.

Table 1
RECOMMENDED FUTURE DIRECTIONS OF AUDIT PARTNER CHARACTERISTICS RESEARCH

No. Research Questions

RQ1 Do audit partner characteristics important to improve the quality of audit?

RQ2 Do audit partner personal characteristics affect partner behaviour?

Do audit partner personal characteristics, namely audit partner ethnicity, audit partner age, audit partner
RQ3 X .
gender affect audit quality?
RQ4 Do audit partner characteristics enhance the quality of financial reporting?
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