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ABSTRACT

Research in the audit profession has been executed quite a while now whereby different relationships in this field 
were carried out. The relation between the auditor’s independence and the audit quality has been the center of 
research in developed countries such as in the USA and China. Using data from the listed companies on the 
Surinamese Stock Exchange and particularly from companies who had publicly published their audited financial 
statements, this study analyses the relation between the auditor’s independence and the audit quality in Suriname. 
This relation is analyzed by making use of the following proxies: audit report, auditor firm tenure, auditor firm 
rotation and audit report lag. Based on the results, the findings shows that there is a certain relationship between the 
auditor’s  independence  and the audit quality in  Suriname. Furthermore,  it is found that the audit tenure has 
a negative effect on the given auditor’s opinion. Thirdly, the result indicates that there is a certain negative relation 
between the audit firm rotation and the given audit opinion. Lastly, it is shown that the audit report lag has a certain 
negative effect on the given audit opinion.
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InTRoduCTIon

De Angelo (1981) defines the audit profession is such a profession 
where the auditor provides different services, such as audit and 
non-audit services to a client., where audit service of this profession 
means that a company’s financial statements are examined by 
an independent and objective individual [1]. The goal of this 
examination is to provide the users with reasonable assurance 
that the financial statements are audited in accordance with the 
accounting standards and are audited by an independent auditor. 
In other words, the auditor gives a statement that the financial 
statements are free from material statements [2]. The expectation 
by the society regarding the quality of the audit is high because 
the society or the user of the audited financial statements use this 
assurance for proper decision making. Cases such as Enron and 
WorldCom are examples whereas the business failure is directly 
related to the audit failure and the accounting infringement created 
by management was supported by the auditor [3].

As mentioned earlier the quality of the audit is a major factor 
for users of financial statement. De Angelo [1] defines the audit 
quality as the ability of the auditor to discover and to report 
existing accounting shortcoming in the client’s accounting system 
[1]. According to Rahima and Angoes [3] the ability of the auditor 

to detect a material misstatement depends on the auditor’s 
competence (knowledge) and the ability to report this misstatement 
depends on the auditor’s independence. The auditing standards 
and the Ethics code of Public Accountant Profession states that the 
public accountant should maintain its independency under every 
circumstance. The Code of Ethics states that the auditor should 
possess the ability to be objective, and to maintain their integrity. 
The important aspect within the concepts of objectivity and 
integrity is that the auditor should always be independent in mind 
and appearance, which means that when the auditor is performing 
his duties, he should be neutral to avoid conflict of interest [2].

The audit quality and the ability of the auditor to detect and to 
report a certain misstatement are very much related to each other. 
However, there are few factors such as audit tenure and audit 
rotation that can have certain influence on the independence of 
the auditor which can affect the audit quality [2-5]. According to 
the research of Chen et al. [4] the audit tenure is defined as the 
time the auditor has taken to examine the financial statement of 
the company or the time that the auditor spends on evaluating 
the client. Furthermore, this research concluded that if the auditor 
takes more time to conduct the audit, the audit quality will decline. 
The result is not supported by the work of Rahmina and Angoes 
[3], where in the market of Indonesia, the investigation of the 
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relationship between the audit tenure and the audit quality states 
that the audit tenure has a positive influence on the audit quality.

According to Siregar et al. [5] there are opponents and proponents 
of audit rotation, where the proponent’s states that the rotation 
of the audit firm increase the independency of the auditor which 
results in a greater audit quality. If there is a change in the audit firm/
auditor this will result in a fresh look at the financial statements of 
the client from the new auditors, which might increase the ability 
that the auditor will be able to detect misstatements. On the other 
hand, the opponents of auditor/ firm rotation states that if there 
is a rotation this will increase the audit failure risk. According to 
Myers et al. [6], the argument for this statement is that the new 
auditor/audit firm will rely heavily on the management estimates, 
but if there is no rotation the reliance on management estimates 
will be reduced, which will result in a more effective audit. In 
addition to this, Lu et al., [7,8] argues that an extension of the 
auditor- client relationship increases the audit quality, because 
the poor knowledge of the new auditor about the client will work 
obstructive in the effectiveness of the audit. 

According to the study of Yuniatri [9] there is a positive correlation 
between the audit fees and the audit quality, which means that 
when the audit fees are higher this will result in a higher quality of 
the audit. This result challenged the work where the opinion states 
that audit fees and audit quality are negatively correlated, which 
means that audit fees can influence the auditor independence 
in appearance, because the high fee can put the auditors is such 
a position that they will not take any action against their clients 
[10]. This will result in a decline of the audit quality, while a small 
fee will provide the auditor to perform all the audit procedures to 
maintain a certain audit quality. 

PRoBLEM dEFInITIon

With a population of approximately 590 thousand, Suriname 
is the former Dutch colony, that is located at the north coast of 
South America [11]. Suriname is geographically seen as one of the 
smallest countries on the continent of South America, however 
the Caribbean region states that Suriname is part of the Caribbean 
region, more specifically the Guiana Plateau [12].

In the year 2017 Suriname passed the first law regarding the 
financial reporting and of the financial statements. According 
to this Act, companies should prepare their annual report in 
accordance with the International Financial Reporting Standards 
(IFRS) or the International Financial Reporting Standards for 
Small and Medium Entities (IFRS SME) [13].

The Suriname Chartered Accountant Institute (SCAI) is the body 
established by law with the aim to develop the audit profession 
in accordance with international standards and regulation. The 
SCAI is in a process of establishing good relationship with the 
Netherlands Institute of Chartered Accountants (NBA) and is also 
an active member of the Institute of Chartered Accountants of the 
Caribbean (ICAC). In addition to the relationship with the NBA 
and the membership of ICAC, the SCAI is preparing the become 
a member of the International Federation of Accountants (IFAC) 
[14]. According to the law of Suriname the SCAI’s objective 
is not only to promote the audit profession but also to increase 
the integrity of the audit profession in Suriname. By monitoring 
all the registered CPA’s (Certified Public Accountants) or RA’s 
(Register Accountants) this institute is also responsible for setting 
standard and rules for a proper functioning of the audit profession 

in Suriname [14]. According to the rules of the SCAI one of the 
main purposes of this institute is the developed rules and guidance 
to increase the auditor independence and the audit quality in 
Suriname. However, the SCAI has not yet developed any rules or 
regulation about mandatory audit rotation at partner or firm level, 
audit tenure and audit quality which leaves a grey area for auditors 
and audit firms to perform their duties according to the law [14].

Research in the field of audit and more specifically research where 
the relationship between audit characteristics and audit quality is 
tested is conducted in a very few less developed countries in region 
as Asia and South/ Latin America [15]. In this work the focus is 
on the relationship between audit fees and audit quality in the 
markets of South/Latin America Based on this it can be concluded 
that there has been inadequate to no research in the field of audit 
in countries like Suriname these which refers to research that has 
been conducted in the Caribbean Alleyne et al. [16]. A summary 
shows that in the time period of 2002 some research was conducted 
by Alleyne et al. [16], where one characteristic of the auditor, the 
independence of the auditor was tested in an environment like 
Barbados. The reason why this research was important can be 
found in the different arguments regarding the independence 
of the auditor, where most of the arguments stated that the 
independence of the auditor can be influenced by human behavior. 
The research regarding the auditor’s independence expanded over 
the years in Barbados where the relation between the perceived 
auditor’s independence and aspects of corporate governance, audit 
regulations were the center of research in Barbados [17].

Based on the research that has been done in the field of auditor’s 
independence and audit quality and the gap that exists in the audit 
profession in Suriname it is interesting to conduct this research. 
Therefore, the aim of this study aims to determine to what extent 
the auditor’s independence affects the audit quality in Suriname. 
There are several reasons why this study should be conducted in 
undeveloped countries such as Suriname. Firstly, the study will 
have a major contribution understanding the audit profession in 
small undeveloped country, apparently because no previous studies 
were conducted in the audit field more specifically regarding the 
auditor’s independence in Suriname. Secondly, this study can help 
institutional bodies such as the Suriname Chartered Accountant 
Institute (SCAI), to structure the audit profession with regards to 
the auditor’s independence and the audit quality. And thirdly, this 
study will contribute to the academic educational system and other 
stakeholders with the information provided in this study. And last 
the study will contribute to the existing research which is done 
in countries where there are similarities with Suriname, such as 
Barbados and other less developed countries in other regions.

PREVIouS STudIES And HYPoTHESIS 
dEVELoPMEnT

Corporate collapses such as Enron and WorldCom have found 
their origin in audit failures, where the poor audit quality was 
directly associated with a lack of auditor independence, where the 
auditors failed to detect and to report material misstatements in 
the financial statements [5]. 

Based on the different research it can be said that the audit 
quality refers to the ability of the auditor to discover and report 
shortcomings of the audit clients accounting and reporting system 
(de Angelo 1981) [1]. The most important part is that this ability is 
only possible when the auditor possesses the technical abilities and 
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is independent [3]. The level of the audit quality depends on the 
first part on the ability of the auditor to detect the misstatement. 
This is directly related to the auditor’s knowledge (competence). 
The second part of the audit quality depends on the ability of the 
auditor to report the misstatement, which is directly related to the 
level of the independence of the auditor [3]. Based on this it can 
be said that the auditor’s independence is an important aspect for 
safeguarding the audit quality, because the auditing standards and 
the Ethics code of Public Accountant Profession clearly state that 
the auditor should maintain his independency, which means that 
the auditor should always be neutral [2].

Audit Tenure

According to research as the work of Haron et al. [18], audit 
tenure is seen as the period of the engagement time that exists 
between the audit firm and the same audit client. As motioned 
by the work of Chen et al. [4] it is shown that there is a negative 
relation between the audit tenure and the audit quality, and in 
such a manner that the audit quality decreases as the audit tenure 
goes longer. In contrast to this the study of, Rahmina and Angoes 
[3] shows evidence that supports a positive relation between audit 
tenure and audit quality, where the audit quality increases as the 
length of the audit tenure increases. The study of Alleyne [16] is 
one study that is conducted in a country that is more likely to be 
compared to Suriname, where is concluded that the audit tenure 
is negatively associated with audit quality. Studies like NDUBUISI 
and EZECHUKWU [19,20] which are conducted in developing 
countries have shown that audit tenure and audit quality are 
positively related, which means that the length of the audit and 
client relationship is increasing the quality of the audit. Looking at 
these statements made by different research in different countries 
it can be concluded that the audit tenure is directly related with the 
aspects of the auditor’s independence. Based on the information 
above the second hypothesis is developed:

H1: There is a significant influence of audit tenure on audit quality

Audit Firm Rotation

Audit firm rotation indicates that the audit firm must be rotated 
after a certain of period despite the ability of the auditee to stay 
with the same audit firms [21]. Those in favor of the audit firm 
rotation argue that a long-term relation with the client will decrease 
the audit quality, because the focus of the auditor will be shifted 
towards incentives of the clients instead of focusing on the detection 
and the reporting of material misstatements [22]. Furthermore, 
[23-25] argues that periodic rotation of audit firms increases the 
objectivity, the independency of the auditor to conduct the audit, 
because there is no economic incentive between the audit firm and 
the client, which could have affected the auditor’s independency. 
Those who are not in favor of the audit firm rotation argue that the 
rotation will decrease the audit quality because the newly rotated 
auditor does not have enough client specific information, and 
this will affect the ability of the auditor to detect and report the 
misstatements [7,8]. Based on the information above the second 
hypothesis is developed:

H2: There is a significant influence of audit firm rotation on audit 
quality

Audit Report Lag

As mentioned in several studies above there is a link between the 

audit tenure and the audit quality. Different studies such as Lee et 
al. [26], Habib and Bhuiyan. [27], Dao and Pham [28] have shown 
that there is a link between the audit tenure and the audit report 
lag (ARL) in such a way that the audit report lag is longer in the 
early years of the audit which indicates that the audit report lag is 
longer when the audit tenure is shorter. Furthermore, the work 
of Ahmed and Che-Ahmad [29], shows that the ARL influences 
the audit quality, because when the audit report lag is longer it 
can influence the users of information because they will doubt the 
ability of the auditor to assess the financial statements. Based on 
the information above the second hypothesis is developed:

H3: There is a significant influence of ARL on audit quality

dATA And SAMPLE SELECTIon And RE-
SEARCH dESIGn

The sample in this study will contain all the companies from 
the private sector who produces an audited financial report for 
the period of 2014-2019. In this study all the companies refer to 
companies listed on the Surinamese Stock Exchange (SSE) as well 
as those who are not listed on the SSE.

The data for this study will contain the information regarding the 
audit opinion, audit report lag, audit rotation and audit tenure. 
The data for all the variables be extracted by downloading each 
audit report from the website of the company.

Audit quality

As derived from the hypothesis, the theoretical concept in this 
study is the audit quality. Researchers as De Fond and Zhang [30] 
stated that audit quality refers to the ability of the auditor to detect 
and report material misstatements. According to the SCAI there is 
no clear definition of audit quality in the law [14]. Therefore, this 
research is based on the measurement for audit quality which will 
be adapted from other research in the field of audit where there 
are similarities with Suriname where the given audit opinion is 
taken as measurement for audit quality [15]. The main reason why 
the measurement for this variable is reliable as this is also based 
on the study of Gul et al. [31] and the study of Goodwin and Wu 
[32], where it is stated that auditor’s opinion can be seen as a form 
of audit quality which is an extension of the measurement of audit 
quality, where the given opinion (unqualified gets the value of 1, 
otherwise is 0) Based on this reliability of the given measurements 
the type of opinion will be used as a proxy to measure the audit 
quality and gets the value of 1 if the company gets an unqualified 
opinion, otherwise the value will be 0 for all the other types of 
opinion.

Audit Tenure

As mentioned earlier Haron et al. [18], defines audit tenure as 
the period of the engagement time that exists between the audit 
firm and the same audit client. According to the SCAI there is no 
definition, measurement, or rule for the audit tenure in Suriname 
[14]. Based on this information the measurement for audit tenure 
in this study is the same that is used in the study of Siregar et al. [5], 
which is the length of time the Public Accounting Firm has been 
the auditor of a company (number of years).

Audit Firm Rotation

As mentioned earlier audit firm rotation indicates that the 
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audit firm must be rotated after a certain of period despite the 
ability of the auditee to stay with the same audit firms [21]. The 
current regulatory body in Suriname states that there is no rule 
or definition regarding the audit firm rotation Suriname, [14]). 
This also indicates that there is no such thing as mandatory audit 
rotation in Suriname, which gives companies the ability to stay 
with the same auditor. Based on this information the measurement 
for the audit firm rotation will be same measurement that is used 
in the study of Siregar et al. [5] which is a dummy variable, where 
it gets a value of 1 if there is audit firm rotation and 0 otherwise.

Audit Report Lag 

According to the study of Lee et al. [26] the Audit report lag (ARL) is 
the duration of the audit of the financial statements. This indicates 
that the ARL can be defined as the period between the end of the 
company's fiscal year and the date on the independent auditor's 
report. The SCAI nor the law had defined the above. There is no 
definition, measurement, or rule of ARL in Suriname [14]. As a 
result of this given information the measurement for ARL in this 
research will be the same as used by Lee et al. [26] and Habib and 
Bhuiyan [27], which is number of calendar days from fiscal year-
end to date of the auditor’s report.

Based on the information above, the following research model will 
be used to test the relation:

Ao= B0+B1*AuT+B2*AFR+B3*ARL+E

Where:

Ao= Type of Audit Opinion; dummy variable where; unqualified 
opinion=1, otherwise=0

AuT= Audit Tenure, the period the company has the same audit 
firm

AFR= Audit Firm Rotation, dummy variable, value of 1 if there is 
a rotation otherwise 0

ARL= Audit Report Lag, measured by the number of the calendar 
days from the fiscal year end to the date of the audit report

E= Error term

RESuLTS oF THE STudY

Table 1 shows the descriptive statistics. Based on these statistics 
the following findings can be concluded that the most companies 
(approximately 90%) in the sample received an unqualified 
opinion. This statement is based on the mean value of 0.92 that 
approaches the value of 1. Most of the companies in the sample 
have an audit tenure with audit firms of 3 year. Furthermore, it 
can be concluded that the companies in the sample are not making 
use of audit firm rotation, as the mean value for audit firm rotation 
approaches the value of 0.05. From this table it can be concluded 
that the companies in the sample take approximately 154 days to 
complete the audit, as it is indicated in the mean value of 154 for 
the audit report lag.

Table 2 presents the coefficients for the model where the audit 
quality, which is measured by the opinion of the auditor as 
the dependent variable. All the independent variables show a 
relationship or an effect on the dependent variable, but this effect 
is not significant at a level of 0.10. As measured by the adjusted R2 

for the model (0.002) this indicates that a lot of variation in the 
audit quality is left unexplained by the independent variables. 

As mentioned earlier, the results show that the independent 
variables effect the dependent variable in a negative way, however 
based on the significance levels, this is not significant. The results 
for the first hypotheses which is presented in Table 2 concludes 
that audit tenure effects the audit quality (-0.153). This effect is 
tested with a significance level of 5% and 10% (p=0.05 and p=0.10). 
Based on the significance levels it can be concluded that this effect 
is not significant and does not support the first hypothesis.

The value for the effect between auditor firm rotation and audit 
quality is -0.146, this value indicates the auditor firm rotation affects 
the audit quality negatively. However, the statistical test produced 
evidence that this effect is not significant (p=0.05, p=0.10). This 
significance level of 0.166 is greater that the p value which means 
that this evidence does not support the second hypothesis.

The third value of -0.003 shows that the audit report lag effects 
the audit quality negatively. This negative effect is tested with a 
significance value of 0.975 which is greater than the p value of 0.05 
and 0.10 shows that the evidence is not significant and does not 
support the third hypothesis.

ConCLuSIonS

The aim of this study is to determine to what extent the auditor’s 
independence affects the audit quality in Suriname. In response 
to this, the study examined some factors suggested by the existing 
literature as predictors of the relationship with audit quality. The 
factors included are related to the actual audit firm tenure, audit 
firm rotation and the length of the audit.

The main conclusion for this study is that the auditor’s 
independence affects the audit quality in Suriname, but this effect 
is not significant, which means that the factors (audit firm tenure, 
audit firm rotation, audit report lag) does not decide the audit 
quality in Suriname.

Based on the results of the study it can be concluded that the tenure 
that the audit firm holds with the audited is not significant on 
the audit quality in Suriname. The statistical evidence in the study 
shows that there is a certain effect on audit quality that is caused 
by the audit tenure, however this effect is statistical not significant 
and therefore does not support the hypothesis, which means that 

Mean Std. deviation n

AO .92 .270 102

AUT 3.11 1.688 102

AFR .05 .217 102

ARL 154.81 121.366 102

Table 1: Descriptive Statistics.

Model unstandardized 
Coefficients

Standardized 
Coefficients

t Sig.

B Std. Error Beta

1 (Constant) 1.007 .064 15.669 .000

AUT -.024 .017 -.153 -1.438 .154

AFR -.182 .130 -.146 -1.397 .166

ARL -6.3466 .000 -.003 -.028 .978

Table 2: Coefficients.

The model is expressed as: AO= B0+B1*AUT+B2*AFR+B3*ARL+E. 
The F- statistic for the model is: 1.084, R2:0.032, and the adjusted 
R2:0.002
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there is very small amount of evidence which can conclude that 
the length of the tenure  decides the audit opinion in Suriname. 

The second reasoning for the conclusion of this study is presented 
by the evidence for the second hypothesis. This evidence shows 
that the audit firm rotation also affects the audit quality. However, 
the evidence produced by the test shows that this is not significant 
and does not support the second hypothesis, which indicates that 
there is also a small amount of evidence that predict that the audit 
quality is decided by the rotation of the audit firm. 

The third reason for this conclusion can be found in the results of 
the last hypothesis, where it is stated that the audit report lag affects 
the audit quality. However, the significance level of this effect 
shows that  this  is not significant  and  does  not support  the 
last hypothesis, which indicates that there is also a small amount of 
evidence that predict that the length of the audit decides the audit 
quality in Suriname.

Overall, it can be concluded that the auditor’s independence does 
affect the audit quality in Suriname, however this effect is not 
statistically significant which implies that this relationship is not 
a strong relation.

RECoMMEndATIonS

Based on the conclusion of this research it can be recommended 
that this study can be expanded by testing to conclude whether 
there are other factors of auditor’s independence that could affect 
the audit quality in Suriname.

This research can also be expanded by looking at other determinants 
of the audit profession is Suriname. In this setting it can interest 
to look at factors like audit fee, or audit partner rotation. In this 
setting it can be interesting to look whether these factors show  
any relationship with audit quality in Suriname.

Furthermore, this research can be used as surrogate to conduct 
further research in order to define and to set standards for certain 
audit characteristics in Suriname, such as, audit quality, auditor’s 
independence, audit firm rotations and audit tenure.
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