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1. 	Introduction
[bookmark: _Toc202966875]1.1. 	Background
Auditors have a responsibility towards the public because their main social function is to make sure that the information the public receives is reliable.   The reliability of information is determined by verifying the information against the information that is provided by another party; this verification is also called an attestation service. Information in annual reports needs to be verified by auditors because verified information is more valuable to the public than non-verified information. For example, banks give lower interest rates to clients when clients can provide verified information. This is because, in the opinion of banks, having verified information means that the information risk of these clients can be considered ‘low’ compared to clients who can only provide banks with non-verified information. The main causes of information risk can be split into 4 components (Majoor et al., 2007):
1. The distance between the users of annual reports and the makers of annual reports means that information provided by others, must be relied upon. In order to gain more trust in the information in annual reports, users depend on auditors to verify the annual reports. 
2. Opposite interests of the providers and users of the financial statements mean that providers and users have different goals, therefore information can be biased in favor of the provider. By having an independent party, which in this case is the auditor, verify the information, the users will perceive it as more reliable than the unverified information.
3. The volume of data that needs to be processed can increase the risk that information is improperly recorded. By having an independent party verify the data, the risk that information is improperly recorded can be lowered.
4. The complexity of transactions between organizations, which has increased in recent years, makes it more difficult to record information properly. By having an independent party with the right knowledge verify these transactions, the reliability of the information will increase.

As mentioned before, to decrease information risk in annual reports auditors are asked to audit the financial statements. For large businesses the cost of having the financial statements audited is usually lower than the cost of using non-verified financial information. Auditors are seen as external professionals, who are independent (unbiased) and specialized in auditing the financial statements. By being independent of the providers of the financial information, auditors increase the value of their auditing services, which is an audit opinion. Therefore, independency is an important concept for auditors (Majoor et al., 2007). Various studies (e.g., Lavin, 1997; Dopuch, King & Schwartz, 2003; Bakar, Rahman & Rashid, 2005) also indicate that the independency of auditors is an important issue in the eyes of the public. 

Auditors have to be independent in order to properly audit the financial statements of their client in an unbiased manner. However, being unbiased, especially for auditors, is easier said than done. There are three elements of human nature that can enhance unconscious biases. The first element is familiarity; people are more willing to harm strangers than those they know. For example, auditors may unconsciously approve dubious accounts if their unconscious biases increase as their relationships with the clients grows. The second element is discounting; people are more responsive to immediate consequences compared to delayed consequences, especially when the delayed consequences are also uncertain. For auditors this can mean that they are more cautious and hesitant to report irregularities and critically audit the reports of their clients because it can result in a loss of the contract, as well as the opportunity to audit the financial statement in the future, and it can immediately have adverse consequences for the relationship between the auditing firm and the client.  If the auditors do submit a critical audit report to their client it can enhance the auditing firm’s reputation and they can avoid a possible lawsuit in the future. However, these two benefits can be considered distant and uncertain. Finally, the third element of human nature that can cause unconscious bias is escalation. People tend to conceal or explain away minor mistakes or oversight they have made. It is natural for people to do this and sometimes they are not even aware that they are doing it. For example, there is a possibility that auditors’ biases can cause them to unknowingly overlook small imperfections in clients’ financial practices. However, when these small imperfections are overlooked, they can eventually lead to a big problem, which can negatively affect the auditors’ clients. If at some point the auditors recognize this problem, some auditors may decide to conceal it, rather than exposing the unwitting mistakes; they will not be eager to admit to the prior mistakes they have made. Therefore, unconscious bias can evolve into serious and conscious corruption (Bazerman, Loewenstein & Moore, 2002).  

Due to the fact that independency is important to auditors, there has been a lot of discussion recently about enhancing the independency of auditors. Experts are trying to determine whether or not changes in existing rules concerning this matter are necessary in the Netherlands. The main reason for this debate is the ‘Green Paper’ (Groenboek), which was recently published by euro-commissioner Michel Barnier[footnoteRef:1]. The Green Paper was written in response to the financial crisis, during which many banks reported high losses and even went bankrupt. The crisis demonstrated their financial weakness despite the fact that they had received clean opinions about their financial statements from their auditors. This scenario caused scholars to raise questions about whether auditors had fulfilled their role in society by providing independent and unbiased opinions about the reliability of their clients’ financial statements. According to the Green Paper, auditors’ independence is an important aspect that should be improved. This paper also discusses a couple of suggestions to enhance auditors’ independence, including the following: [1: http://www.accountant.nl/Accountant/Nieuws/Europese+Commissie+publiceert+green+paper+over+v.aspx, visited at April 1, 2012] 

· There has to be mandatory audit firm rotation for businesses, meaning that an auditor firm can only audit the same client for a maximum of six years.
· Audit firms should not be allowed to provide advisory services to their audit clients. However, they should be allowed to provide other services if these services are related to auditing the financial statements. In addition, the cost of these other services may not exceed 10 percent of the total audit cost of the client. 

The above-mentioned suggestions were also examined by different studies, which are discussed in paragraph 3.2 and 3.3. According to of these studies, auditors have strong business incentives to maintain good relationships with their audit clients and are therefore more motivated to approve their clients’ accounts. Furthermore, they noticed that in recent years audit firms have increasingly provided their non-auditing services to their audit clients. This limits their independence, for once the audit firm has an interest in its client’s business, there is a good chance that it will interpret data in favor of that business. As a result, being involved in a business while auditing their financial statements can lead to bias in favor of that business (Jenkins & Krawczyk, 2001).

Political parties in the Netherlands are also debating about whether or not to change the accountancy profession. The proponents of this change are mainly the following political parties: SP, PvDA, Groenlinks and the PVV. The underlying reason for these parties to adjust the profession of accountancy is because of the financial crisis, which showed that the auditors have fallen short in their social responsibility. By changing certain rules, these political parties hope to enhance the auditors’ independence. On February 6, 2012 two amendments were submitted to the ‘Tweede Kamer’ concerning auditors’ independence. PvDA-member Ronald Plasterk, GroenLinks-member Bruno Braakhuis and SP-member Ewout Irrgang submitted these amendments. One amendment involves separating audit services and non-audit services in audit firms that serve public interest entities (in Dutch these are known as OOBs), which was supported by all the before-mentioned members (see appendix 1). Only PVV-member Roland van Vliet supported the second amendment, which involved mandatory audit firm rotation[footnoteRef:2] (see appendix 2).  [2: http://www.accountant.nl/Accountant/Nieuws/Drie+amendementen+ingediend+over+accountantswetgev.aspx, visited at April 19, 2012] 

[bookmark: _Toc202966876]1.2 	Relevance and contribution
As can be seen in several articles on auditors’ independence in ‘Accountancynieuws[footnoteRef:3]’, there is currently much discussion about auditors’ independency in the Netherlands. This is because the current rules are possibly about to undergo some serious changes (see paragraph 1.1). Therefore, it is relevant to conduct a research on how auditors perceive their own independence. This thesis examines whether the auditors themselves consider it to be necessary or important to change the current rules concerning auditors’ independency. Secondly, the samples used in the existing literature (Hussey & Lan, 2001; Firth, 1980; Barlett, 1963), which were examined to determine the perception of auditors’ independency, consist of foreign users, such as people from the United States and United Kingdom. The sample of this study will only consist of auditors from the Netherlands; therefore, it can contribute to the existing scientific studies. In addition, the results of this study also provide insight into how Dutch auditors view their own independence, which contributes to the discussion of whether or not the existing rules regarding auditors’ independency should be adjusted.  [3: http://www.accountancynieuws.nl/actueel/accountancymarkt/fee-niet-blij-met-verplichte-roulatie-en-audit.106808.lynkx,  http://www.accountancynieuws.nl/actueel/accountancymarkt/ernst-young-kwaliteit-audits-niet-beter-door.106806.lynkx, http://www.accountancynieuws.nl/actueel/accountancymarkt/kamer-akkoord-met-scheiding-audit-advies-en-na.108731.lynkx, http://www.accountancynieuws.nl/actueel/accountancymarkt/minister-de-jager-barnier-gaat-te-ver.106575.lynkx?PostedField%5Bkeyword%5D=Michel+Barnier+&PostedField%5BstartDate%5D=&PostedField%5BendDate%5D=&PostedField%5Bsource%5D=www&Confirmed=Zoeken&formId=268&refererId=, http://www.accountancynieuws.nl/actueel/accountancymarkt/deloitte-barnier-richt-te-zich-eenzijdig-op.106819.lynkx, visited at March April 1, 2012] 

[bookmark: _Toc202966877]1.3 	Problem definition
There are question raised about the independence of auditors after the financial crisis. Thus political parties in the Netherlands have submitted two amendments to the ‘Twee Kamer’ in order to improve the auditors’ independence (see appendix 1 en 2).  However no study has been conducted in the Netherlands to get the auditors opinions regarding these matters. It is important that the auditors themselves support these amendments, because the amendments are (possibly) responsible for some serious changes in the accounting rules concerning the independence of auditors. Consequently, the research question of this master thesis is defined as follows:

Is there consensus among auditors in the Netherlands regarding the proposed changes in the accounting rules devised by the political parties?

Based on the above-mentioned problem statement the following sub-questions have been composed:
1. What is the theory behind the independence of auditors?
2. What is the content of the existing rules regarding the independence of auditors?
3. What are the auditors’ opinions of the recent discussion about the independency of the auditors?
4. How do auditors perceive their own independence?

[bookmark: _Toc202966878]1.4	Structure
The remainder of this master thesis is structured as follows: Chapter 2 provides more detailed background information about the theory behind the auditors’ independence. This chapter begins with a detailed definition of the meaning of ‘independent’, followed by scientific theories explaining why auditors need to be independent and the importance of this independence. Chapter 3 will provide information about the AFM that monitors the financial markets and the disciplinary jurisprudence regarding auditors’ independence. This is followed by information on the rules regarding auditors’ independency in the Netherlands. Chapter 4 provides a literature review and based on the prior literature hypotheses are formed and explained in chapter 5, which goes on to describe the overall research design. The descriptive are mentioned in chapter 6. The results of this research are described in chapter 7. Lastly, chapter 8 concludes this thesis.
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2. 	The theory behind auditors’ independence
[bookmark: _Toc202966880]2.1.	 Introduction
Chapter 2.2 gives a broad definition of auditors’ independence, as this is the subject of this thesis. Chapter 2.3 describes four existing scientific theories that discuss auditors’ independence with regards to audited financial statements and explain the need for auditors to be independent when auditing these statements. Lastly, the importance of the auditors’ independence will be discussed and demonstrated using a recent example. However, despite the importance of independence, paragraph 2.4 will also explain why it is difficult for auditors to be viewed as being truly independent by third parties and the public in general.
[bookmark: _Toc202966881]2.2	Definition of Auditors’ independence
When public auditors are performing an assurance assignment, their integrity, objectivity and expertise are considered to be their most important fundamental principles. By being independent, auditors ensure to the public that they are performing the assurance assignments with integrity and objectivity (Studenteneditie VRA, 2010). Therefore, independence can affect how third parties perceive the quality of the work provided by auditors. This conclusion is also supported by Firth (1980), as the results of his study showed that in general, non-independence would be perceived as to impair investment and lending decisions.

Auditors’ independence can be split into two components, namely, independence in mind and independence in appearance.  Independence in mind means that the minds of auditors need to be unbiased when performing an audit on the financial statements; independence in appearance is the result of how others perceive the independence of auditors. This means that if auditors are independent in mind, but not in appearance, most of the value of the work of auditors will disappear (Arens, Elder & Beasley, 2012). In other words, a lack of perceived independence can damage the credibility of auditors, particularly as it relates to the attest function (see paragraph 1.1) (Collins & Schultz, 1995).
[bookmark: _Toc202966882]2.3 	Scientific theories
The existence of audits can be explained with scientific theories; the following four theories are the most important ones (Majoor et al., 2007):
1. Information theory
2. Agency theory
3. Assurance theory
4. Trust theory
 
Information theory
Information theory implies that audited/verified information from businesses is more reliable than non-audited information. Audited information is more reliable based on the assumption that this information is reasonably complete, accurate and unbiased. The information risk of audited information is lower than that of non-audited information because audited information is viewed as more reliable. Information risk can be defined as the possibility that information, on which the business risk decision was based, was inaccurate.  To clarify the importance of decreasing information risk, paragraph 1.1 describes the example of a bank in more detail. The bank’s rate of interest is primarily determined by three factors (Arens et al., 2011):
1. Risk-free interest rate
2. Business risk for the customers
3. Information risk

Audited information has a significant effect on the information risk because it can benefit both parties (the provider of audited information and, in this example, banks). If banks are satisfied that the information risks of the borrowers’ financial statements are minimal for lower information risk means that banks will have lower overall risks, which results in a lower overall charged interest rate for the borrower. To express these benefits for the borrower in numbers, let us assume that a large business has a total interest debt of €1 million If banks are willing to lower the overall charged interest rate by only 1%, due to the availability of audited financial information, it will save the business ten thousand euros in interest per year (Arens et al., 2011).

Agency theory
Within agency theory there are two actors: agents and principals. Agents are those who are obligated to perform a certain service for the benefit of principals based on an agreement (contract). Within businesses there is a separation between leadership and ownership; agents are the ones with leadership and principals are the ones with ownership. Shareholders can also be seen as agents, while the management of a company can be seen as a principal. A conflict of interest can exist between agents and principals. For example, for the shareholders it is important that the company’s profits are fully recognized in financial statements because this affects the value of their shares and payable dividends. In contrast, principals are often interested in concealing the total amount of profit, for example, to extract value from the business. 
To increase the reliability of financial statements, auditors, who are independent and competent, are called in to audit these statements, which will l increase the reliability of the financial statements perceived by third parties (Majoor et al., 2007).

Assurance theory
This theory implies that the price paid to the auditors for auditing the financial statements can be seen as a compensation for the risk of unreliably information and the decisions that third parties have to make based on the audited financial statements. Because if it is proven that the auditors’ opinion on a business financial statement was wrong, users of financial statements can hold the auditors responsible for all the damage they have incurred.  Therefore, auditors can be held liable to clients and users of financial statements if audit statements are proven to be wrongly/unjustifiably given for certain financial statements. Auditors can be held liable in two different ways:
1. Liability with respect to their clients due to, for example, defaults
2. Liability with respect to third parties due to torts

Claims by third parties are the least predictable because these claims can come from third parties that were unknown to auditors at the beginning of an audit process, which will also be clarified in the table below. Within the assurance theory, third parties are groups of people whom auditors know of or should have known of, who will be using the audited financial information. It is important to define who the third parties are because there are different ways to interpreter third parties (Majoor et al., 2007). In other countries, for example, in the United States third parties can be viewed as (Arens et al., 2011):



	Approaches taken by U.S. Courts
	Seen as third party

	Primary beneficiary/identified users
	Auditors know and intend that these users will use their audit report

	Foreseen users
	Reasonably limited group of users who will rely on the auditors' work

	Foreseeable users
	Unlimited group of users whom auditors should have foreseen as users of the financial statement, based on reasonable assumption


Table 1: examples of different interpretations of third party users.

Trust theory
Professor Limperg developed the trust theory in 1926 and this theory views the public as a central actor. According to this theory, auditors must be seen as trustees to the public and act in the public interest, meaning that auditors serve a distinct social function. A necessary requirement for being seen as a trustworthy trustee is being independent. According to Limperg, auditors depend on the fact that the public has trust in their work. Therefore, results provided by independent auditors will be more valuable to the public than results provided by non-independent auditors. This shows that auditors’ independence is worth a lot in the eyes of the public. Limberg stated the following about the existence of auditors and their independence: 

‘Auditors derive their general function in society from the need for expert and independent examination, and the need for an expert and independent opinion based on that examination’.  

However, caution is necessary because this theory works in two ways. On the one hand, if the work of auditors is in line with the expectations of the public, no problems exist. On the other hand, if this is not the case, an expectation gap exists. Auditors should therefore be aware of the fact that their work and findings do not raise a higher confidence viewed by the public than the findings actually suggest, because an auditor’s opinion gives a high degree of certainty on the financial statements, but not an absolute degree of certainty (meaning that mistakes can still exist in the audited financial statements).

This theory emphasizes the role of auditors as trustees and the need for strict rules for accountants due to the public’s trust (Majoor et al., 2007). 
[bookmark: _Toc202966883]2.4	Importance of being independent
Independence is important to many other professions aside from the profession of auditors. For example, independence is also considered important for judges, because no one should be able to influence a judgment for a specific case. To increase the independency of judges, they cannot be fired or held accountable, except in extreme cases. By being independent, judges are able to make impartial decisions, which means that their judgment is not affected by their personal beliefs or sympathy for one of the party. Therefore, judges look at each case objectively, which allows the public to highly value the judges’ decisions. 

The primary function of auditors is to ensure to the public that the financial statements of business are produced in accordance with rules. The services provided by auditors are called assurance services because auditors assure the quality of information for the public and are therefore valued by the public. Auditors are also seen as independent providers and as being unbiased with respect to the information being audited (Arens et al., 2011). Therefore, independence is considered an important aspect for auditors; it lets the public know that auditors give an objective opinion about companies’ financial statement, which is the purpose of an audit. In addition, auditors’ independence is also an important factor for the reputation of an auditor firm. The following example demonstrates this point.
A recent event concerning this matter involved one of the four biggest accounting firms, Deloitte.  Hein Meeter was CEO and director of Deloitte Netherlands and he was accused of violating Deloitte’s self-established independence rules. This accusation was investigated by an internal and external law firm and in the end they both came to the same conclusion. They concluded that there was indeed a violation of the independence rules regarding Deloitte’s financial interest in audit clients. However, it was also concluded that Meeter was not involved with those clients, meaning that the independence of Deloitte for the clients was never in danger. Still, in the end Meeter stepped down from his function as CEO and director of Deloitte Netherlands, because even suspicion of non-independence at such a high level (CEO and director of Deloitte) could damage the reputation of Deloitte, and to let the public know that Deloitte considered the independence of auditors to be extremely important. This event shows that it is not only important to be independent in mind, but it is also important to be independent in appearance in order to maintain the quality and value of the work provided by the auditors and the reputation of the accounting firm[footnoteRef:4].  [4:  http://www.accountancynieuws.nl/actueel/accountancymarkt/ceo-piet-hein-meeter-van-deloitte-treedt-terug.109929.lynkx, visited at April 9, 2012] 


However, despite the importance of their independence, auditors are still hired by their clients to examine the clients’ financial statements. The management of private companies and the audit committees of public companies normally employ auditors to examine their financial statement (Arens et al., 2011). Besides the appointment of auditors by clients, the clients also pay and can fire their auditors. Therefore, it is possible that auditors’ suppress negative judgments about their clients in order to preserve their relationships with the clients (Bazerman, Loewenstein & Moore, 2002). This can cause tension, as auditors have a social function and the public’s trust is needed for auditors to be able to fulfill this role. 
To increase auditors’ independence, the AFM has suggested that each appointed auditor should be assessed by the AFM. However, the Dutch Minister of Finance, Jan Kees de Jager, does not share this opinion. In his opinion, the appointment process of auditors should remain the same; he holds that the authority of the appointment should remain with the shareholders, who usually also require a proposal by the Supervisory Board[footnoteRef:5].  [5:  http://www.elsevierfiscaal.nl/fiscaal-actueel/nieuws/nieuws/1780/de-jager-aanstelling-accountant-door-rvc, visited at April 21, 2012] 

In a different study by Thornton, which only examined non-professional Commissioners and Commissioners in small and medium-sized enterprises (SME), indicated these businesses were willing to reduce the involvement of the Supervisory Board in the process of the appointment of auditors. This phenomenon can be explained by the trust Supervisor Boards have in the quality of auditors, meaning that they do not have a preference about which auditor is appointment. Lastly, it is also important that the board/management can cooperate well with the appointed auditors because a lack of cooperation can damage the audit process[footnoteRef:6].  [6: http://www.accountant.nl/Accountant/Nieuws/Raad+van+bestuur+invloedrijk+bij+selectie+controlerend+accountant.aspx, visited at April 21, 2012] 

The two above-mentioned arguments indicate why it is difficult for the public to perceive auditors as being truly independent because a possible problem can exist at the beginning at the audit process, namely, at the appointment of the auditors. 

The above-mentioned example and studies demonstrate the importance of the independence of auditors. However, despite this importance, bias is typically invisible and therefore difficult to detect. An experiment done by Bazerman, Loewenstein and Moore (2002) shows how difficult it may be to remain truly independent and unbiased.The main goal of this experiment was to reveal how bias can change accounting decisions. In practice it is difficult, if not impossible, to tell whether an error during the audit process is due to bias or corruption. The participants of their study were given a set of complex information and were asked to us it to estimate a company’s value. They were given different roles (buyer, seller, buyers’ auditors and seller’ auditor), but they all had the same information. The sellers of the company thought the company was more valuable than the buyers did. The results of the participants acting as auditors were also interesting. They estimated that the value of the companies, as determined by the auditors, was strongly biased toward the interest of their clients. This happened in two ways. On the one hand the valuations were biased in favor of the clients because the seller’s auditors concluded that the value of the company was worth more than the buyer’s auditors concluded it was. On the other hand, the auditors’ personal judgments were also in favor of their clients because the results showed that the estimated value of the company by the sellers’ auditors were (on average) 30% higher than the buyers’ auditors. This occurred despite the fact that both auditors were told that they would be rewarded if their personal estimated values of the company were close to the value estimated by the impartial experts. Therefore, the experiment of Hazerman, Loewenstein and Moore (2002) indicated that bias could lead to different results/decisions. 
[bookmark: _Toc202966884]2.5 	Accounting scandals
Despite the scientific theories (paragraph 2.3) and the importance of being independent for auditors, recent accounting scandals have damaged the reputation of auditors. Examples of accounting scandals include Enron and Ahold. These scandals will be explained in more detail below.

Enron scandal
Arthur Andersen was the audit firm that was responsible for auditing the financial statements of an American business named Enron in the nineties.  Enron kept their losses out of the financial statements and the amount of money they used was more than the amount that entered the business itself. The audit firm always gave Enron an unqualified audit opinion on their financial statements; however, they should have noticed that there was something wrong with these statements.  In 2001 Enron went bankrupt and when the Securities and Exchange Commission (SEC), which is an American financial monitoring committee, investigated the financial statements of Enron, they made a shocking discovery. The SEC concluded that the profits of Enron were always reported much higher in the financial statements than they actually were. In fact, the business had debts totaling about $20 billon. Subsequently, the accounting firm destroyed all of the evidence regarding their auditing work for Enron and eventually this accounting firm, which was one of the five largest auditing firms in the US, ceased to exist[footnoteRef:7].  [7:  http://nl.wikipedia.org/wiki/Enron, visited at May 15, 2012] 


Ahold-scandal	
Deloitte was the accountant of Ahold during this scandal. In 2003 Ahold encountered serious problems because they had incorrectly consolidated a joint venture one of their consolidated financial statements.  At first, Deloitte gave Ahold an unqualified opinion on their consolidated financial statement, based on a side-letter Ahold showed them, which confirmed that the consolidation of this joint venture was justified. However, Ahold failed to mention another side-letter to Deloitte that indicated that this consolidation was in fact unjustified. After this scandal came to light, Lakeman, founder and chairman of a Dutch organization called Stichting Onderzoek Bedrijfsinformatie (SOBI), which gives advice to creditors, work councils and shareholders regarding accounting aspects[footnoteRef:8], filed a complaint against Deloitte. The complaint indicated that Deloitte should have become aware of this mistake by contacting the joint ventures themselves, therefore, they should have made sure that the consolidating were in fact justified[footnoteRef:9].   [8:  http://nl.wikipedia.org/wiki/Stichting_Onderzoek_Bedrijfs_Informatie, visited at May 15, 2012]  [9:  http://www.accountingweb.nl/cgi-bin/item.cgi?id=143494&d=1&h=0&f=0&dateformat=%o%20%B%20%Y, visited at May 15, 2012] 

	
These two scandals and among many others (such as those involving Parmalat, WorldCom, and Satyam) have made it difficult for third parties to truly trust an auditor’s opinion, which can increase each time auditors have to deal with accounting scandals. In addition, this can also create an expectation gap between the auditors and the third parties regarding the work of the auditors (see also trust theory in paragraph 2.3). The three most common reasons for the existence of expectation gaps are as follows[footnoteRef:10]: [10:  http://www.accountancynieuws.nl/actueel/vaktechniek/assurance-verwachtingskloof-ten-aanzien-van.89180.lynkx, visited at April 15, 2012] 

1. Continuity - Mainly regarding the validity of an audit opinion, because despite an unqualified opinion on a business’ financial statements, third parties should be aware that this does not mean that this business cannot go bankrupt in the near future.
2.  Fraud - Third parties should be aware of the fact that an unqualified opinion from the auditors does not mean that fraud does not exist within a business.
3. Lack of clarity - The meanings of the words, e.g., reasonable (redelijk), assurance (zekerheid) and materiality (materaliteit), in the audit reports may be unclear. See appendix 3 to view how this is stated in an audit report.
[bookmark: _Toc202966885]2.6 	Summary
Auditors independence can be split into two components namely, independence in mind and independence in appearance. Both components are considered as an import aspect, since lack of perceived independence can damage the credibility of auditors, especially when it relates to the attests services.  The existence of audits and the importance of auditors’ independence can be explained with scientific theories, such as information-, agency-, assurance- and trust theory. A recent event in the Netherland also indicates that being independence is an important aspect to auditors, namely an event concerning a CEO and director of Deloitte.  Despite the importance of being independent there are still matters that make it for the public to perceive the auditors of being truly independent from their clients. For instance, auditors are still hired by their clients to examine the their’ financial statements (also supported by an study of (Bazerman, Loewenstein & Moore, 2002) and recent accounting scandals (Enron, Ahold, Parmalat and WorldCom) have damage the reputation of auditors, therefore questions on whether auditors are truly independent are being raised by the public. 
[bookmark: _Toc202966886]3.	Content of rules regarding auditors’ independency
[bookmark: _Toc202966887]3.1	Introduction
This chapter provides information about the rules regarding auditors’ independence. First, information about the regulators, who monitor audit firms and external auditors, will be provided. Hereafter, a description of the possible threats against the independence of auditors will be given. Finally, this chapter will conclude with information about the rules of conduct with regard to auditor’s independency that can minimize threats against the auditors’ independence. 
[bookmark: _Toc202966888]3.2	Wet toezicht accountantsorganisaties
The Wet toezicht accountantsorganisaties (hereafter referred to as Wta) is a Dutch law that was accepted in June 28, 2005. The Wta contains standards that audit firm and external auditors who provide audits need to comply with. The main goal of these standards is to keep the quality of audits high, so that the public can trust in the opinion of the auditors. In order for this to happen, the following requirements are mandatory for audit firms:
· Audit firms need to be able to prove their independence and should have a good working quality control system;
· Audit firms must met requirements regarding the trustworthiness, competence and qualifications of audit firms directors;
· External auditors should always be honest, competent and objective.  

It is important that an independent party monitors audit firms, which must follow the standards of the Wta, because different parties such as the public, businesses and the government must have trust in the products of audit firms. In the Netherlands the Authority of Financial Markets (hereafter referred to as the AFM) is responsible for monitoring the financial markets and auditing the work of auditors (Majoor et al., 2007).   
[bookmark: _Toc202966889]3.2.1	AFM
The AFM monitors whether audit firms and external auditors, who can perform audits, comply with the standards of the Wta. Only audit firms that have received a license from the AFM can perform audits. In addition, it is important for the AFM to make sure that financial markets are operating in a clear and honest way[footnoteRef:11].  [11:  http://www.afm.nl/nl/over-afm.aspx, visited on April 20, 2012] 


On October 6, 2011 the AFM published a report called ‘Prikkels voor kwaliteit accountantscontrole’. This report discusses existing safeguards regarding auditors’ independence and what assessment auditors make in order to function independently from their clients. The main conclusion of this report is that the AFM is in favor of having more clear and restrictive regulation regarding auditors’ independence because the existing rules hardly describe requirements and prohibitions for situations that can threaten auditors’ independence. If the regulations do not describe these, it is up to auditors and the audit organization to make an independent assessment. This means that auditors can assess for themselves whether their independence is threatened. Therefore, auditors can identify, evaluate and take the appropriate measures by themselves to make sure that their independence is properly safeguarded. In the opinion of the AFM, the current regulations leave a considerable amount of information open for interpretation; therefore, each situation can have different results after being reviewed by the auditors[footnoteRef:12]. [12: http://www.accountant.nl/Accountant/Nieuws/AFM+behoefte+aan+duidelijke+onafhankelijkheids.aspx, visited on April 20, 2012] 

[bookmark: _Toc202966890]3.2.2	Disciplinary jurisprudence
For certain professions that are fulfilling a social function, special legal regulations are designed. For auditors in the Netherlands these regulations are called disciplinary jurisprudence (in Dutch: tuchtrechtspraak). In order to show that this law is truly designed for the profession of auditors, the table below will mention all the legal regulations auditors need to comply with (Majoor et al., 2007):

	Name of legal regulation
	Target group
	What is it about

	Civil law
	Civilians
	Defines the rights and obligations of civilians

	Criminal law
	Civilians
	Defines whether civilians have violated certain legal norms

	Disciplinary jurisprudence
	Auditors
	Defines whether auditors have violated certain norms, in order to keep the quality of the profession at a high standard


Table 2: legal regulations auditors need to comply with

The legal disciplinary law is only meant for auditors with a Ra- or an AA-title and those auditors who are registered with the NBA. The NBA is a professional association of auditors that is serving the interest of their members and the public. The disciplinary jurisprudence is designed for the purpose of assessing the quality of the works of auditors and to keep the quality of their work at a certain (high) level (Majoor et al., 2007). 

The behaviors of auditors are assessed and weighed against the standards for auditors. Therefore, if auditors violate these standards they can be  held accountable through the legal disciplinary law, but only after a complaint is filed against an auditor by an aggrieved party. The legal disciplinary law handles the following complaints about services provided by auditors (Majoor et al. (2007):
1. Composition services, which are services that consist of gathering, processing and summarizing financial information;
2. Assessment services, which are services where auditors provide advice on transactions between the client and a third party;
3. Audit services, which consist of an auditors’ opinion on an audited object, for example, the financial statement of a business.

Thus, only clients or the public can file a complaint about an auditor regarding the auditor's independency for the above-mentioned services at the Accountantskamer. If it is determined that the charged auditor has acted negligently when performing his work, the following disciplinary action may be imposed on him:
· Fine;
· Written warning;
· Written reprimand;
· Suspended for a period of up to six months in the audit register;
· Removed from the audit register.

In the Netherlands the legal disciplinary body is located in Zwolle and called the ‘Accountantskamer[footnoteRef:13]’, which is also independent of the professional association of auditors. Here, unsatisfied parties can appeal against decisions made by the Accountantskantoor, which are then handled by the Board of ‘beroep voor het bedrijfsleven’ located in The Hague (Majoor et al., 2007). [13:  http://www.accountantskamer.eu/, visited on April 20, 2012] 

[bookmark: _Toc202966891]3.3 	Threats to auditors’ independence
When auditors are auditing the financial statements of a business, it is important for them to stay independent because this increases the value of their work.  When auditors are performing audits they can encounter the following five threats (Majoor et al., 2007):
1. Self-interest, which results from financial interest in the clients by auditors or a relative of the auditors
2. Self-assessment, meaning that auditors are assessing their (own) performed work
3. Advocacy, resulting from auditors who need to defend their own opinion that endangers their objectivity
4. Familiarization, which results from auditors having a close relationship with their clients
5. Intimidation causing auditors to not be able to perform according to their fundamental principles (integrity, objectivity, competence and diligence, confidentiality and objectivity)

The importance and nature of these threats depends on the nature of each threat alone combined with the consequences for the auditors’ independence itself. When assessing the importance and nature of these threats, auditors take into account two assumptions (Studenteneditie VRA, 2010):
1. Services provided to their clients in the last years, including the relationship with the clients before auditing the clients financial statements;
2. Services provided to their client and the relationship with the client when auditing the current financial statements.

The more accurately auditors can determine the importance and nature of these threats, the better they can determine whether it is a serious risk for their independence. All of these threats can seriously jeopardize how the independence of auditors is perceived in the eyes of the public. Because of this importance, there are standards that guide auditors in how to deal with certain situations. These can improve/maintain the auditor’s independence (Studenteneditie VRA, 2010).
[bookmark: _Toc202966892]3.4	Independent rule of conduct and interpretations
The interpretations and rules of conduct of independency can be found in the regulations specifically designed for auditors, for example, in the Netherlands it can be found in the Nadere voorschriften inzake onafhankelijk van de openbare accountant (hereafter referred to as NVO) and in the United States this can be found in the AICPA (American Institute of Certified Public Accountants), rule 101 – independence. 
The NVO is based on international rules and the International Federation of Accountants (hereafter referred to as IFAC) and is meant for all assurance assignments provided by the auditors. The IFAC is an organization that is meant to serve the public interest by providing standards and guidance to audit firms, which is only one of the important things that this organization does[footnoteRef:14]. The NVO is one of the four main modalities along with the following three modalities: [14:  http://www.ifac.org/, visited on April 29, 2012] 

· Nadere voorschriften Controle- en overige standaarden (NCOS);
· Nadere voorschriften permanente educatie (NVPE);
· Nadere voorschriften voor accountantskantoren ter zake van assuranceopdrachten (NVAKA) of aan assurance verwante opdrachten (NVAKS).

The NVO consists of independence guidelines, while the NCOS consists of requirements regarding professional standards. The NVPE consists of rules regarding the ongoing education of auditors and the NVAKA and NVAKS consist of rules that are only meant for audit firms[footnoteRef:15]. [15: http://books.google.nl/books?id=p6443yIEqEkC&pg=PA31&lpg=PA31&dq=NVO+vs+NV+COS&source=bl&ots=W_Z8awnOkn&sig=j8s_u5THCgPVchegiqRF57-wVwk&hl=nl&sa=X&ei=p7yXT8LuMIzb8gPVmqT7BQ&ved=0CDkQ6AEwBA#v=onepage&q=NVO%20vs%20NV%20COS&f=false, visited on April 25, 2012] 


As mentioned before, the detailed rules of independence for public auditors can be found in the NVO, which also contains standards regarding auditors’ independence. These rules apply to the following individuals, when performing assurance assignments, including the audit of financial statements (Studenteneditie VRA, 2010):
· Each member of the team, when performing this assignment;
· Each member that is part of the hierarchy structure;
· All other individuals working at the audit firm who can influence the end results of the assurance assignments;
· Any individual who via certain circumstances influences the end results of the audit of the financial statements. 
 
When auditors accept assignments regarding the auditing of financial statements, they have to make sure that it will not affect their independence in mind and appearance. The code of conduct regarding independence discusses factors that can influence auditors’ independence when auditing financial statements, and prohibits auditors from accept certain audit assignments if these factors exist. The following are factors that can influence auditors’ independence (Studenteneditie VRA, 2010):
· Internal rotation and audit firm rotation (3.4.1);
· Financial interest in audit clients (3.4.2);
· Business relationship with audit client (3.4.3);
· Employment of immediate and close family members (3.4.4);
· Employment of former audit team members with audit clients (3.4.5);
· Litigation between audit firm and audit clients (3.4.6);
· Providing additional services other than audits to audit clients (3.4.7).
[bookmark: _Toc202966893]3.4.1	Internal rotation and audit firm rotation
If members of an audit team are auditing the financial statements of a client of public interest for many consecutive years, one of the fundamental principles that can be harmed is the trustworthiness of auditors, which can harm the independence of auditors. To ensure the public that the independence will not be harmed by this threat, the following rules are mandatory for the responsible partner from an audit assignment (Studenteneditie VRA, 2010):
· All the involved partners who were doing important tasks, including the ultimately responsible partner and the one who performs the quality assessment have to be replaced every 7 years; 
· The partner has to assess whether certain team members have been involved with a client for too long and take the proper actions to ensure that the auditors’ independence is not harmed.

A more recent development here in the Netherlands is the mandatory audit firm rotation every 8 years (after 6 years audit firms should not be able to continue to audit the their clients with a cooling down period of 2 years, before audit firms can also audit the same clients again), which is meant to enhance the auditors’ independence. This legislative proposal comes from PVV-member Van Vliet, which can be viewed in the appendix 2.  The underlying argument for his rotation is that the financial crisis showed that auditors have fallen short in their social function (conclusion of the Dutch committee headed by the Social Party Member of Parliament, De Witt). There are a lot of pros and cons of mandatory rotation of auditors, for example, the report of the AICPA (1992) showed that mandatory auditor rotation would increase the chances of audit failures, because mandatory audit rotation affects the knowledge of auditors about the clients’ business. These results were based on a study by the AICPA that examined 400 audit failures between the years 1971 and 1991. By examining these audit failures, the AICPA discovered that audit failures were more likely to occur when auditors were auditing companies’ financial statements for the first or second time. However, the results of the paper by Daniels and Booker (2011) indicated that, for loan officers, auditors’ independence would be enhanced by the rotation of audit firms. According to their study, which was done with surveys, U.S. loan officers perception of the auditors’ independence will be enhanced by audit firm rotation. According to the same paper, other studies, such as Ramsey (2001) and Arel, Brody andPany (2005), also present evidence that audit firm rotation would increase the perception of auditors’ independence by the public. These papers are relevant because if the Netherlands applies the mandatory audit firm rotation, they should be aware of the pros and cons, which will be described in more detail in paragraph 4.1.
[bookmark: _Toc202966894]3.4.2	Financial interest in audit clients
A financial interest in the audit client by auditors can be categorized as either a direct- or an indirect financial interest.  
Direct financial interest occurs when individuals mentioned in the Independent rule of conduct and interpretations or the audit organization itself have a direct financial interest in these clients. When this occurs the auditors’ independence is seriously threatened, meaning that a withdrawal from the audit assignment is necessary or, when an individual has a financial interest, he or she will be forbidden to be a part of the audit team of this particular client. Alternately, an indirect financial interest can occur when auditors do not have direct participation in an audit client but their participation in a company does have a participation in the auditor’s audit client.  If indirect financial interest seriously threatens the auditors’ independence, then this interest is also not allowed. However, for the following situations this interest is permitted (Studenteneditie VRA, 2010):
· The direct financial interest is in the hands of a pension fund or an equivalent investment organization;
· This individual is not directly involved in the audit assignment and  
cannot influence any investment decisions of the fund manager, which  is also known as the audit client.  
[bookmark: _Toc202966895]3.4.3	Business relationship with audit clients
Audit firms are prohibited from obtaining loans from, or make use of the other products of, audit clients, unless this occurs within the normal operation of the audit client and it happens in an objective and professional manner. For example, auditors can use products from their clients if these are offered at a nominal value to the auditors. In addition, the condition on which these products were sold to the auditors has be the same as if it was sold to another third party. This can be difficult to judge by auditors, however, they have to make sure that the independence in mind and in appearance will not be affected by this kind of business transaction (Studenteneditie VRA, 2010). 
[bookmark: _Toc202966896]3.4.4	Employment of former audit team members with audit client
When an audit member is employed by an audit client it is the responsibility of the public auditors of this client to make sure that no significant connections exist between the former audit team members, including the audit firm, and this individual (former audit team member).  A connection is considered significant when it meets one of the following criteria:
· The financial relations with this individuals are not settled yet, excluding the one that is mentioned in the written agreement and those that are not influenced by this individual and the audit firm;
· This individual still participates in the activities of the audit firm.

For partners there is an extra rule because those who were doing important tasks for a client of public interest and are employed by this client (for an execution function) have a ‘cooling down’ period of two years. 

However, this relationship can also exist the other way around because audit firm can also employ the staff of audit clients. If this occurs, the audit firm has to make sure that these staff members will not be providing any kind of services to their former employer, the audit client, for a period of two years (Studenteneditie VRA, 2010).
[bookmark: _Toc202966897]3.4.5	Family and closely related personal relationships
The NVO has defined five situations where auditors cannot audit the financial statement. This is prohibited if one of the family members of the auditors has one of the following positions in the audit clients (Studenteneditie VRA, 2010):
1. A high management function, which makes it possible for him/her to influence the object of the research directly
2. A position that can directly influence the financial statement, the object being audited
3. One of the positions mentioned in 1 and 2 during the years that are now being audited
4. A financial interest in audit clients that is material;
5. A business relationship with audit clients that can threaten the auditor’s independence

As for personal relationships, the public auditor has to take measures or reduce the level of threat if there are circumstances concerning personal relationship that are seriously threating auditors’ independency. The NVO has defined the following personal relationship, which are viewed as a serious relationship that can threaten auditors’ independency (Studenteneditie VRA, 2010):
1. A high management function, which makes it possible for him/her to influence the object of the research directly
2. A position that can directly influence the financial statement, the object being audited
3. A financial interest in audit clients that is material
4. A business relationship with audit clients that can threaten the auditors’ independence
[bookmark: _Toc202966898]3.4.6	Litigation between audit firm and audit clients
Existing or upcoming litigations can be a threat to the auditors’ independence and must be reported to the supervisory board or, if this does not exist, the professional organization. The NVO has defined three kinds of situations that can force auditors to immediately stop with the (audit) work because these situations can seriously threaten auditors’ independency, which are (Studenteneditie VRA, 2010):
1. A high possibility of litigation against the audit firm exists
2. The ongoing litigation is essential to one or both of the involved parties
3. Validity of previous years’ provided audit services could be changed
[bookmark: _Toc202966899]3.4.7	Providing additional services, other than audits, to audit clients
It is expected that the existing rules concerning providing services other than audits to the same audit client will soon be changed significantly. This is mainly caused by the proposals of Barnier, commissioner of the internal market. He has proposed that audit firms should not be allowed to provide audit and non-audit services to the same clients. The Barnier’s underlying reason for this proposal is the criticism auditors have received lately. Auditors did not warn others about risks, which eventually led to the financial crisis of 2008. Moreover, in the opinion of Barnier, auditors cannot be critical enough towards the (audit) clients, especially when auditors are also providing consulting services to and have maintained a long working relationship with the same (audit) clients. The proposal of Barnier is still ongoing; therefore a description of the standards in the NVO will also be given.

In general, the existing rules regarding this matter are that auditors are not allowed to provide additional services to their audit clients if it concerns assignments where auditors need to make decisions for their clients or participate in any decision making processes of the clients. Other services are allowed to be provided to their clients; however, certain safeguards need to be taken to make sure that that self-assessment, which is a threat to the auditors’ independence, will not happen. An example of a safeguard is that there needs to be segregation of duties between the work of the audit team and the non-audit team.
As for the fees paid to the auditors, these are always mentioned in the client’s annual reports. Therefore, auditors who are also providing additional services to their clients need to mention this in the clients’ annual reports. In the reports, breakdowns of the following fees are mentioned: regulatory audits, other assurance assignments, tax services and other services provided to the clients (Studenteneditie VRA, 2010).
[bookmark: _Toc202966900]3.5	Summary
The Wta contains standards that audit firm and external auditors need to comply with.  The purpose of these standards is to keep the quality of audits high, so that the public can trust in the opinion of the auditors. The AFM is responsible for monitoring the financial markets and auditing the work of auditors.  Besides compliance with the rules of the Wta, auditors have to comply with other rules such as the disciplinary jurisprudence (table 2). 
When auditors are performing audits they can encounter five threats that can threaten their independence, namely self-interest, self-assessment, advocacy, familiarization and intimidation. The importance and nature of these threats depends on the nature of each threat alone combined with the consequences for the auditors’ independence itself. Besides these threats, the interpretations and rules of conduct of independency can be found in the NVO.  The code of conduct had designed rules for factors that can influence the auditors’ independence during the audit for the financial statements, for instance for matters regarding Internal rotation and audit firm rotation, financial interest in audit clients and Business relationship with audit client (paragraph 3.4).
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4. 	Empirical studies
[bookmark: _Toc202966902]4.1	Introduction
This thesis is meant to contribute to the current discussion about the possible upcoming mandatory auditors’ rotation and the separation of providing non-audit and audit services to audit clients. Therefore, this chapter will review the methods and results of previous literature relevant to this discussion. First, the method used to select the relevant literature is discussed. Thereafter, the advantage and disadvantages of auditor firm rotation will be covered, followed by the advantages and disadvantages of providing non-audit services and audit services versus only providing audit services to the same audit clients. Lastly, the perception of auditors’ independency viewed by different parties will be discussed.  
[bookmark: _Toc202966903]4.2 	Selection of prior paper
Google Scholar was used as a search engine to find relevant papers regarding the independence of auditors. After reading the contents of the papers, the most important were selected to be used in this thesis based on the following criteria:
1. Does it provide theoretical information on the independence of auditors? 
2. Was the research of these papers conducted in order to examine what third parties or auditors thought about the independence of auditors?
3. When possible, is this the most recent research conducted on the independence of auditors?

The first criterion ensures that the papers have useful information regarding auditors’ independence, such as: the meaning of independence, definition of auditors’ independence, advantages and disadvantages concerning mandatory auditor firm rotation and concerning audit firms providing non-audit services to their (audit) clients. 
The second criterion ensures that the main goal of the selected paper is to investigate the independence of auditors and examine the view of auditors and third party on this subject. 
The third criterion is used to include only the most recent papers concerning the auditors’ independence, since recent papers contain more recent opinions on mandatory audit firm rotation and audit firms providing non-audit services to their (audit) clients.  The more recent these opinions are the better, since opinion and perception tend to change over time.
[bookmark: _Toc202966904]4.3 	Perception of mandatory audit firm rotation
Over the years there has been a lot of discussion about whether or not audit firm rotation can improve auditors’ independence. This discussion was started after major organizational collapses indicated that poor audit quality was associated with the lack of auditors’ independence because they failed to discover or report material errors in the financial statements. To strengthen the auditors’ independence, mandatory auditor rotation has been considered as a solution for this ‘problem’. At the moment there is a discussion going on about whether or not audit firm rotation should be made mandatory in the Netherlands. However, this concept is not new. It has already been implemented in several other countries, such as Brazil, Italy and Spain (Daniels & Booker, 2011). 
[bookmark: _Toc202966905]4.3.1	Advantages of mandatory audit firm rotation
Proponents argue that mandatory audit firm rotation can prevent long-term auditor-client relationships from developing that could impair the auditors’ independence and objectivity, thereby improving the perceived independence of auditors by the public. There are several studies that suggest that long-term auditor-client relationships can lead to a decline in audit quality, such as the studies of Raghunathan et al. (1994) and O’Keefe et al. (1994). The results of Daniel and Booker (2001) indicated that the presence of audit firm rotation policies could enhance the perceived auditors’ independence by loan officers’. This is supported by the results of Hussey and Lan (2001), which indicate that financial directors in the U.K. are aware that the nature of personal relationship with their auditors’ can influence the perceived perception of auditors’ independence by the other related parties. Therefore, they conclude that the auditors’ independence can be improved by mandatory audit firm rotation.
[bookmark: _Toc202966906]4.3.2	Disadvantages of mandatory audit firm rotation
Some believe that the perceived auditors’ independence can be improved by audit firm rotation (Arel, Brody & Pany, 2005; Ramsey, 2001; Winters, 1978). However, there are also those who believe this is not an issue. A report from the AICPA in 1992 cited that ‘mandatory audit firm rotation was not in the best interest of the public’. The AICPA argued that audit firm rotation could increase the risk of audit failures because of the insufficient knowledge of the clients’ business that auditors (can) have due to the mandatory audit firm rotation. In addition, the AICPA believes that the cost, for auditors and clients, would also be greater than the benefits from mandatory firm rotation. The increased costs are mainly due to the potentially disruptive, time-consuming and expensive process of selecting new auditors and familiarizing them with the organization’s operations, procedures and system (AICPA, 2003). Lastly, their study concluded that audit failures occur more frequently when auditors are auditing a company for the first or second time.
Copeland, CEO of Deloitte and Touche, also stated the same thing. In his opinion, mandatory rotation can also result in a loss of knowledge about (audit) clients; on each new engagement auditors will have to climb a steep learning curve (Copeland, 2002).  The General Accounting Office (GAO) also made the same arguments as mentioned above. The GAO did a survey about mandatory audit firm rotation and they concluded that the majority of the largest public accounting firms agreed that the cost of audit firm rotation would be higher than the benefits of it (GAO, 2003). This point of view is also supported by the research of Shockley (1981). Shockley results, gathered via a survey, showed that audit firms who have audited clients for a period exceeding five consecutive years do not have a greater risk of losing their independence than audit firms who have audited their clients for less than five years.
[bookmark: _Toc202966907]4.3.3	Countries with mandatory audit firm rotation
Countries that have already adopted mandatory audit firm rotation showed some mixed results. Italy has required mandatory audit firm rotation for listed companies, investment houses, newspaper publishers, state-owned businesses and companies benefiting from state aid. However, due to the continuing corporate scandals in Italy, the effect of mandatory audit firm rotation still remains unknown. In 1970 Israel required mandatory audit firm rotation for government companies every three years. However, this requirement appears to have been enforced only loosely. For example, one of the largest and most profitable companies in Israel managed to indefinitely postpone the required auditor firm rotation after three years. Lastly, Spain also required companies to change audit firm every three, six or nine years; however, Spain did not continue with this requirement and abandoned mandatory rotation after a few years. Some see this as evidence that audit firm rotation is not needed (Catanach & Walker, 1999).
[bookmark: _Toc202966908]4.4	Non-audit services and auditors’ independence
Over the years many studies have been conducted investigating how third parties would react if audit firms also provided management advisory services (MAS) to their audit clients. It is known and accepted that in recent years the dollar amount of non-audit services provided to audit clients by audit firms has increased (Dopuch, King & Schwartz, 2003). 
[bookmark: _Toc202966909]4.4.1	Advantages of also providing non-audit services to audit clients
Different studies have suggested that non-audit services (hereafter referred to as NAS) can improve auditors’ independence If auditors also provide NAS to audit clients it can increase the auditors’ knowledge about the client and their objectivity, and thus reduce the audit costs (Goldwasser, 1999; Wallman, 1996).  It can reduce the audit cost because the incumbent auditor will learn more about the company’s operation when they are auditing the financial statements. With this knowledge the incumbent auditor can reduce the production cost of the non-audit services, which is an advantage for auditors and their clients. In addition, it can reduce the time and cost it takes for clients to search for different auditors who are qualified to provide the NAS. This argument is also supported by a study of Goldman and Barlev (1974). However, they argue that most NAS are non-routine and benefit the clients directly and a loss of valuable information can occur, therefore if others than those who are auditing the financial statements provide NAS it could be a disadvantage to the auditors and clients.
[bookmark: _Toc202966910]4.4.2	Disadvantages of also providing non-audit services to audit clients
A study by McKinley et al. (1995) showed that providing non-audit services to audit clients would have a negative impact on the auditors’ independence. They argue that providing non-audit services to audit clients creates a working relationship between the auditor and client that can be considered too close; therefore, it can have a negative influence on the auditors’ independence (McKinley et al., 1995). A different study by Shockley (1981) came to the same conclusion, indicating that audit firms that are providing NAS to audit clients are more likely to lose their independence than audit firms that do not provide these services to audit clients. This point of view is supported Knapp (1985). The SEC (2001) argued that providing non-audit services to audit client does impair auditor’ independence because there is a risk that auditors may end up auditing their own work or acting as management. Lastly, a study by G. Mauldin (2003) indicated that professional investors perceive auditors’ independence to be weakened by 50% or more, if they, through their local office or an associated entity in a different country, are also providing non-audit services to audit clients.
[bookmark: _Toc202966911]4.5	How different parties perceive auditors’ independence 
An important element of the operation of any economy is the communication of financial information. This information forms the basis for different types of decisions in- and outside parties have to make. To assure these parties that the reported financial information is properly measured and fairly presented, auditors are requested to form an opinion about this set of financial information, namely the financial statements. Therefore it is important for auditors to maintain their independence. Independence results in greater confidence in the expressed opinions of the auditors about the financial statements by the public (Lavin, 1977).

Lavin (1977) conducted research to determine whether the analysts’ perception of audit independence affects their perception of whether certain client-auditor relationships might impair or improve their investment decision. The results of this research indicated that the perception of auditors’ independence might affect the respondents’ perception of whether client-auditor relationships are more likely to impair or improve investment decision-making. Therefore, Lavin (1977) concluded that, in general, auditors’ independence forms the basis of the public’s trust in the work performed by the auditors. A different study by Firth (1980), in which he examined how various parties in the U.K. perceived the role and importance of the auditors’ independence, also came to the same conclusion. The results of his study indicated that non-independence was perceived to impair decisions regarding the investments and lending, which supports the traditional view of the ‘importance of auditors’ independence’.  However, the results of Firth’s survey regarding what constitutes independence and the importance of it also indicate that there were some differences in the opinion between the groups (chartered accountants, major stockbrokers and investment managers, and loan officers of major banks and financial institutions). These results differ from those of Lavin (1977). The before-mentioned conclusions are also supported by the study of Bakar, Rahman and Rashid (2005). Their results indicate that auditors’ independence is also very important for commercial loan officers in Malaysia, when assessing the usefulness of the audits reports for their own decision-making. However, the study of Bakar, Rahman and Rashid (2005) also tried to understand the factors influencing the auditors’ independence as perceived by the loan officers in Malaysia. Their results indicate that loan officers believe that the auditors’ independence is impaired in the following four situations:
1. The competition between the audit firms is high;
2. The duration of service provided to a client from an audit firm is long;
3. When there is a large size of audit fees provided by the audit client to the auditor as compared to when the auditor receives a smaller size of audit fees;
4. Audit firms are also providing NAS to the (same) audit clients.

A study by Jenkins and Krawczyk (2001) also uses a survey to examine how different parties view the influence of non-audit services on auditors’ independence. This survey was conducted on three groups of financial statement users: the members of the general public, non-big 5 CPA firm professionals and big 5 CPA firms professionals. The results of this study indicate that an expectation gap concerning the auditors’ independence exists between the members of the accounting profession and the general public. One of the non-audit services that was examined was the legal consulting service. CPA firm professionals thought legal consulting services would have a negative impact on the auditors’ independence; however, members of the general public did not share this opinion.
Lastly, a study by Dopuch, King and Schwartz (2003) examined the reaction of investors towards the disclosures of non-audit fees, to determine if this would have an impact on the auditors’ independence. Their results indicate that disclosures of non-audit fees did not in fact increase the investors’ belief in the auditors’ independence.

An overview of all the relevant papers that describes the auditors, object of the study, sample, methodology and outcome can be viewed in appendix 4.
[bookmark: _Toc202966912]4.6	 Summary
Prior papers indicate that there are different opinion regarding mandatory firm rotation and audit firm who are also providing non-audit services to their (audit) clients. An example of an advantages of mandatory audit firm rotation is that it can prevent long-term auditor-client relationships from being developed that could impair the auditors’ independence and objectivity, while an disadvantage is that the cost, for auditors and clients, would be greater than the benefits from audit firm rotations. The same can be said for audit firms who also provide non-audit services to their (audit) clients, because on the on side, an advantage of this is that it can increase the auditors’ knowledge about the client and their objectivity, and thus reduce the audit costs. While on the other hand a disadvantage is that it can have a negative impact on the auditors’ independence. Therefore it is interesting to examine whether auditors have the same opinion on the two matters, especially since the political parties have send two amen dements concerning these matter to the ‘Tweede Kamer’ (paragraph and appendix 1 & 2).

[bookmark: _Toc202966913]
5. 	Research design
The object of this thesis it to examine whether auditors in the Netherlands agree with the possible upcoming changes concerning the regulations that ensure the auditors’ independence and to investigate what the perception of the auditors is regarding their independence.  The research design of this thesis is based on the prior literature discussed in the previous chapter.  Paragraph 5.1 describes the hypothesis. Continued with paragraph 5.2 that provides information on the research model. Finally, the sample of this research is described in paragrah 5.3. 
[bookmark: _Toc202966914]5.1	Hypotheses 
[bookmark: _Toc202966915]5.1.1	Hypotheses 1
The main goal of audit firm rotation is to increase the perception of auditors’ independence as viewed by others. Audit firms that have been auditing their clients for a long period (for example, for more than 9 years) are at risk of having a close relationship with these clients, either in fact or merely in the perception of third parties, which is a threat to the auditors’ independence. As the rules imply, auditors should be independent both in appearance and in mind. Prior research has indicated that there is a lot to gain (Arel, Brody & Pany, 2005; Ramsey, 2001; Winters, 1978) and lose (AICPA 2002; Copeland, 2002; Shockley, 1981; GAO, 2003) if audit firm rotation becomes mandatory. Some of these prior studies have suggested that the independence of auditors would be enhanced by making audit firm rotation mandatory, while other studies have suggested that the cost of making audit firm rotation mandatory would be higher than the benefits of it. These two arguments are mentioned to show the important advantages and disadvantages of audit firm rotation. However, other studies have also indicated that long-term auditor-client relationships can result in a decline in audit quality, which would make audit firm rotation desirable. In addition, the results of Firth (1980) showed that the way respondents perceive independence depends on the job roles of the respondents. The perception of independence should be the same within the same job roles of respondents and differ between different job roles of respondents. However, despite the disadvantages of audit firm rotation, the Netherlands still wants to make audit firm rotation mandatory, since the advantages may outweigh these disadvantages. However, if the Netherlands succeeds in passing this legislative proposal, making rotation mandatory for all audit firms, the consequences of this regulation are still unknown. As mentioned before, other countries, such as Spain, Italy and Israel that have adopted this regulation have shown some mixed results. 
This study aims to investigate what the opinions of auditors in the Netherlands are concerning the mandatory audit firm rotation, because one amendment that was submitted to the ‘Tweede Kamer’ involved mandatory audit firm rotation. This amendment could change the current accounting rules; therefore it is necessary that auditors themselves support these rules. The purpose of this amendment is that to enhance auditors’ independence by demanding that audit firms rotate their (audit) clients after a period of six years. Further, a cooling down period of two years would be required for audit firms before they can audit their ‘old’ clients again. Despite the good intentions of this amendment, which is a reaction to the criticism auditors received after the financial crisis (Green Paper), it is questionable whether auditors agree with these possible upcoming changes in the accounting rules. Therefore, hypothesis 1a is stated as follows:

H1a: There is consensus among auditors regarding their perception of audit firm rotation

In addition, it is interesting to examine whether this perception is influenced by the characteristic of auditors, since each auditor, as an individual, can perceive the importance of independence in his or her own way. The results of Firth (1980) indicate that there were significant differences between the various groups of respondents (e.g., auditors, major stockbrokers and investment managers and loan officers of major banks and financial institutions) regarding auditors’ independence. These differences were in line with the roles of each group, because different job roles can affect how people perceive auditors’ independence. The perception of auditors’ independence within each job role was the same while the person’s location, age and prior accounting experience did not appear to affect the differences in the perception of auditors’ independence between job roles. Therefore, hypothesis H1b is formulated as:

H1b: Characteristics of auditors have no influence on the auditors’ perception of audit firm rotation
[bookmark: _Toc202966916]5.1.2	Hypothesis 2
In order to increase the auditors’ independence for the entire profession, another amendment was submitted to the ‘Tweede Kamer’. This amendment affects auditors who are also providing non-audit services to their audit clients.  In the eyes of some political parties (SP, PvDA, Groenlinks and the PVV) it is questionable whether firms who provide audit and non-audit services to the same clients can be seen as truly independent. In the opinions of these parties, audit firm are only responsible for auditing the financial statements of companies and therefore they should not be allowed to provide other services to their audit clients[footnoteRef:16]. Current accounting rules have made it possible for audit firms to provide certain non-audit services to their clients if these services do not concern assignments where auditors need to make decisions for their clients or participate in any decision making processes for the clients. However, based on the before-mentioned amendment, this is likely going to be changed.  [16: http://www.accountant.nl/Accountant/Nieuws/Drie+amendementen+ingediend+over+accountantswetgev.aspx, visited at May 15, 2012] 

Some studies have indicated that by prohibiting audit firm from also providing non-audit services to their audit will increase the perceived independence of auditor (Goldwasser, 1999; Wallman, 1996), while other studies have indicated that this will have a negative impact on the auditors’ independence (McKinley et al., 1995; Shockley, 1981; Knapp, 1985). Both sides give arguments about the rule’s advantages and disadvantages. The main advantage of providing both types of services is that this can increase the firms’ knowledge of their clients, thus reducing the total amount of audit cost clients need to pay to their auditors. Lower audit cost for audit clients is possible because when audit firm know more about their clients they can audit the financial statements more efficiently, which corresponds with the effort it takes to audit financial statements and, eventually, the bill the clients need to pay (Goldwasser, 1999; Wallman, 1996; Goldman and Barley, 1974). On the other hand, the main disadvantage of audit firms providing non-audit services to their (audit) clients is that it can negatively affect the auditors’ independence because it can create a working relationship between the audit and their clients that can be considered too close (McKinley et al., 1995). As mentioned in paragraph 3.3, one of the threats to auditors’ independence is familiarization, which results from auditors having too close of a relationship with their clients. The results of Shockley (1981) also indicate that audit firms who are also providing non-audit services to their clients have a greater chance of losing their independence than audit firms that do not provide these services to their audit clients. These results are also supported by several other studies, such as Knapp (1985), the SEC (2001) and G. Mauldin (2003). Despite these advantages and disadvantages, no study has been conducted in the Netherlands that specifically targets the opinions of the auditors concerning this matter. This is interesting to examine considering the fact that the accounting rules might be changed because of the previously mentioned amendment that was submitted to the Tweede Kamer by the political parties.  It is expected that there a lot of different opinions regarding audit firm who are also providing non-audit services to their audit client (as showed by prior literature), however, within the same job roles the same opinion concerning this matter should exist (Firth 1980). Therefore, the second hypothesis is as follows:

H2a: There is a consensus among auditors regarding their perception of audit firms that are also providing non-audit services to their audit clients 

In addition, it is also interesting to examine their opinions in more detail to determine whether this perception is influenced by the characteristics of auditors. This hypothesis is based on the results of the study by Firth (1980), which was mentioned before. Further, a different study by Jenkins and Krawczyck indicates that an expectation gap exists between members of the accounting profession and the general public regarding the perception of the influence of non-audit services on auditors’ independence. Their results indicate that the three non-audit services they examined (bookkeeping, general consulting and tax return preparation services) significantly influenced the perception of auditors regarding their independence, while only the provision of general consulting and tax return preparation services influenced the perception of the general public. This means that auditors should have the same perception regarding the auditors’ independence that can differ from the general public, which results in an expectation gap. Therefore, hypothesis H1b is formulated as:

H2b: Characteristics of auditors have no influence on the auditors’ opinion on prohibiting audit firms from providing non-audit services to their audit clients
[bookmark: _Toc202966917]5.1.3	Hypothesis 3
Prior studies have investigated how different parties view auditors’ independence in general. They have also investigated whether the lack of auditors’ independence would impair certain decisions of financial statement users. Although there are many prior studies that have investigated the view of different users regarding auditors’ independence, in the end they all have come to the same conclusion. They have all indicated that auditors’ independence is important for financial statement users as well as for the auditors themselves. For example, a study by Lavin (1977) concluded that the independence of auditors forms the basis of the value of their work. This conclusion is also supported by a study by Bakar, Rahman and Rashid (2005). However, all prior literature was conducted in foreign countries, such as the U.S., the U.K. and Malaysia, and they did not include the opinion of the auditors in the Netherlands in their sample. Based on the main conclusion regarding auditors’ independence generated from prior research, it is clear that auditors are aware of the importance of independence to the value of their work and their profession. As mentioned before, the results of Jenkins and Krawczyck indicate that an expectation gap exists between members of the accounting profession and the general public regarding the perception of the influence of non-audit services on auditors’ independence. Therefore, the following hypothesis has been formulated:

H3: There is a consensus among the auditors regarding their independence.

[bookmark: _Toc202966918]5.2 	Model 
Using surveys, prior research has examined how financial statement users perceive auditors’ independence. The researchers conducted the surveys by first selecting a group that they wanted to examine, such as financial analysts, Big Five CPA firm professionals[footnoteRef:17], members of the general public, U.K. financial directors, etc.. After the researchers selected the group(s) that they wanted a response from regarding auditors’ independence, they created questionnaires concerning this matter. Subsequently, these questionnaires were sent to all the chosen groups.  This thesis will follow this method by selecting the group that is going to be examined, creating questionnaires and sending these questionnaires to the respondents; the questionnaires can be viewed in appendix 5.  The table below clarifies the meaning behind each question. [17:  The Big Five accounting firms consist of PwC, Deloitte Touch Tohmatsu, Ernst & Young, KPMG and Arthur Andersen; however, since the collapse of Arthur Andersen in 2002, we now know the Big Five as the Big four accounting firms.] 


	Question number
	Meaning behind question
	Further referred to as during this thesis

	1-4
	General information about the respondents regarding their gender, job experience, work location and education.
	Question 1-4

	5
	Are they aware of the recent discussion regarding the auditors’ independence?
	Question 5

	6-7
	Opinions regarding providing audit and non-audit services to the same audit clients.
	Question 6-7

	8-9
	Opinions regarding mandatory audit firm rotation.
	Question 8-9

	10
	Do auditors think that because of the financial crisis it is necessary to adjust the rules of the profession?
	Question 10

	11-14
	How auditors perceive their independence?
	Question 11-14

	15
	What do they see as the most important threat to their independence?
	Question 15


Table 3: summary of questionnaires

Questions 1 through 4 are based on the study by Firth (1980) that indicated that people with the same job roles should have the same opinions regarding what constitutes independence. Those with the same job roles Firth stated that those with the same job roles shared similar opinions regardless of other variables such as location, age and prior accounting experience. In this master thesis, we use almost the same variables as in the study of Firth. The variable “prior accounting experience” that was used in the study by Firth will be also used in this research. However, the variable “job location” has been slightly adjusted because in Firth’s study job location was classified as either London or other, while in this study job location is classified as the type of business the auditor works for (question 3). In addition, the gender of the respondents and their education are also asked to test whether these two variables within a job role can also influence what respondents believe constitutes independence.
Questions 5 through 10 are asked in order to test whether respondents are aware of the current discussion about auditors’ independence and the possible upcoming changes in the accounting rules and to see what their perception of all this is.  
Questions 11 through 14 are based on a study by Lavin (1977. His results indicate that there is a consensus among financial analysts with regard to the concept of auditing independence. This study uses the same questions that are used in the study by Lavin to examine whether a consensus exists among auditors regarding their independence.  
Lastly, question 15 is asked in order to find out what auditors view as the most important threat to auditors’ independence. With this question auditors get the chance to let others (for example, the public, their colleges and the politicians) know what they think is a threat to their independence. Based on these answers, a top five list will be made to see what auditors think are the most important threats to auditors’ independence. Since many politicians want to make audit firm rotation mandatory and forbid audit firms from providing non-audit services to their (audit) clients, because this can decrease the independence of auditors, it is expected to see these two items in the top five threats. The threats prevented by audit firm rotation could be derived from answer regarding long-term audit client relationships and one of the threats called familiarization (paragraph 3.3), however, caution is necessary when interpreting these answers because they can also be unrelated to the matter concerning mandatory audit firm rotation.    
[bookmark: _Toc202966919]5.2.1	Consensus regarding the perception of audit firm rotation
To test whether there is consensus among auditors regarding their perception of audit firm rotation the answers of questions 8 & 9 will be further examined. This will be tested with the chi-square and the Phi and Cramers’s V, because the chi-square only shows whether is there is an association or not, while the Phi and Cramer’s V also indicate how weak or strong his association is.

In order to examine whether the characters of auditors have influence on the perception of audit firm rotation an independent t-test and ANOVA-test will be used. Independent t-test is used for the variable gender and whether auditors are aware of the recent discussion concerning auditors’ independence and ANOVA is used for the variables job experience and the sector were auditors are working. It is expected that these variables should not be able to influence the opinions of auditors regarding this matter, therefore after testing these variables, the results must all indicate that these will not influence auditors’ perception in order for hypothesis 1b to be accepted.
[bookmark: _Toc202966920]5.2.2	Consensus regarding the perception of providing audit- and non-audit services
In order to determine if there is consensus between the auditors regarding the perception of providing audit- and non-audit services to their audit clients the answers of questions 6 & 7 will be further examined. This will also be tested with the Spearman-test. 

To examine whether the characters of auditors have influence on the perception of audit firm who are also providing non-audit services to their audit clients, the same procedures as for audit firm rotation will be used. Therefore, an independent t-test and ANOVA-test will be used. Hypothesis 2b will be accepted or rejected on the same conditions as mentioned for hypothesis 1a.
		
[bookmark: _Toc202966921]5.2.3	Consensus regarding the perception of the independence of auditors
Hypothesis 3 will be tested through a regression formula (model). The variables of this regression are derived from the question of the submitted surveys.  Chapter 6.2 provides a clear overview and explanation of how each question will function as the independent x-variable and which question will represent the y-variable. Based on this overview the following regression formula is derived:

AIR = B0  + B1 AFR + B2 SERV + B3 PERC + ε  

The above-mentioned abbreviations stand for:
AIR = Adjusting the current auditors’ independence rules*
AFR = Audit firm rotation
SERV = providing audit and non-audit services to audit clients**  
PERC = perception of auditors regarding their own independence***

*  As can be viewed in chapter 6.1, these variables consist of question 8 & 9, however in the current state question 9 cannot be used in a regression formula, therefore question 9 will be translated in a dummy – variable.
** As can be viewed in chapter 6.1, these variables consist of question 6 & 7.
** *As can be viewed in chapter 6.1, these variables consist of question 11-14, however in the current state question 11 cannot be used in a regression formula, therefore question 11 will also be translated in a dummy – variable.
[bookmark: _Toc202966922]5.3	Sample
The sample of this research consists of auditors working either for audit firms, in the accounting department of a company or the government, or working as a (financial) director or controller within a company.  To be precise, the following four categories of auditors are addressed within this research:
· Auditors working at the big four accounting firms[footnoteRef:18]; [18:  Which are PwC, Deloitte Touche Tohmatsu, Ernst & Young and KPMG (2012). ] 

· Auditors working at the non-big four accounting firms;
· Government auditors/public authority auditors;
· Auditors in business.

All responses were given in the year 2012.  Some respondents were already finished with their studies and had their title, while others were still working and studying to get their title. To get in touch with all the auditors in the Netherlands, a Dutch accounting organization called the Nederlandse Beroepsorganisatie van Accountants (hereafter referred to as the NBA) agreed to send the questionnaires used in this research to members through a news article (only those who have registered to received this article). Most of the auditors who have finished their study in the Netherlands and have the RA- and AA-title are registered with the NBA; therefore, the NBA was asked to cooperate in this research.  LinkedIn was also used as a method to inform auditors about this survey. In this case, the LinkedIn group named ‘Accountancynieuws’ was used.

It is important to determine whether the number of responses received is large enough to find significant statistical relationships and to assess the relevance of their differences. Acquiring too many responses would be unnecessary and take too much time, while having too few responses can mean that there is not enough to provide solid conclusions.  The sample size can be calculated with an online calculator[footnoteRef:19] and only needs the following information for the calculation: [19:  http://www.journalinks.be/steekproef/, visited at 29 June, 2012] 

1) Margin of error, which indicates that size of the allowed mistakes. For this thesis the margin of error is set at 10%.
2) Confidence level, which indicates the probability of the correctness of the answers. For this thesis the confidence level is set at 95%, therefore the z is 1,96.
3) Population, which indicates the number of people that can answer the survey. For this thesis the population is set at 20000, if the population is higher then 20000 it will not have a significant impact on the sample size, since sample sizes will not change a lot by populations higher than 20000.
4) Characteristics spread, which is usually set to the value of 50%. 

Based on the above-mentioned information, n should be 97 or more. After publishing the survey, 163 respondents responded. Thus, this is a sample with a sufficient number of respondents for this research because it meets the requirement of having more than 97 respondents. 

[bookmark: _Toc202966923]
6.	Descriptive statistics
[bookmark: _Toc202966924]6.1	Introduction
[bookmark: _Toc202966925]Chapter 6.2 provides an overview of how each hypothesis is connected with one or two of the questions on the developed survey. In addition, this overview will indicate how the regression-formula is formed. Chapter 6.3 provides information on the validities, which are the construct, internal and external validity. This chapter will conclude with information regarding the correlation. 
[bookmark: _Toc202966926]6.2	Overview
This overview provides insight into which questions will be used to test the hypothesis, which, in the end, will be used to examine the main research question.  It is expected that all the hypotheses will have a positive relationship with the main research question. Therefore, it is expected, for example, that there is a positive relationship between the fact that there will be consensus among auditors regarding auditor firms who are also providing non-audit services to their clients (hypothesis 1a) and the fact that it is necessary to change the accounting rules concerning the independence of auditors (main research question) etc. 

Hypothesis 1a examines audit firm rotation by using the respondents' answers to questions 8 and 9. Hypothesis 1b is related with hypothesis 1a because it examines the same matter as hypothesis 1a while taking into account the different characters of auditors. Hypothesis 1b is formed to test the results of a prior test by Firth (1980), which was explained in chapter 5.2.  
Hypothesis 2a examines the opinions of auditors regarding audit firms that are also providing non-audit services to their audit clients and will be examined through questions 6 and 7. Hypothesis 2b is the same as hypothesis 2a except that it also takes into account the different characters of auditors. 
Hypothesis 3 examines whether there is consensus among auditors about their own independence. It is expected that there is a positive relationship between hypothesis 3 and the main research question because, based on the studies of Firth (1980), consensus should exist between people of the same job.  
The main research question of this master thesis is defined by question 10; therefore, question 10 will be used as the y-variable in the regression formula. The x-variables are the questions concerning audit firm rotation (8 & 9), providing audit services and non-audit services to audit clients (6 & 7) and the auditors’ perception of their own independence (11-14).
[bookmark: _Toc202966927]

[bookmark: _Toc202966928]6.3	Validities
Construct validity
This research will use surveys to gather relevant data, which will be further analysed to test the formulated hypotheses. Surveys were used because prior literature concerning this subject also used surveys gather the data.  Only auditors were included in this research because other studies have already examined how different parties (mostly third parties) perceive auditors’ independence. However, no study, of which I am aware of, has focussed solely on auditors. In addition, because of the possible changes in the current accounting rules concerning auditors’ independence, it was interesting to examine what the opinions were of the auditors and to see whether or not they agreed with the possible upcoming changes. 

Internal validity
All of the questions in the survey are logical because they are all formulated to gather relevant information to examine the hypotheses. The table in paragraph 5.2 provides an overview of the questions concerning the same matter. In addition, the gathered data can be viewed as unbiased for the following reasons:

As can be seen in the table above there is a good spread of respondents in the data, especially from auditors working in big-four accounting firms and those who are working at non-big-four accounting firms.  However, the results also indicate that only a few respondents were not working for an audit firm, therefore this research will be more focused on the perceptions of auditors working at audit firms. 

Secondly, as shown in the table below, there is spread in the gender of the respondents; 24% of the respondents are female, while 76% of the respondents are male. 

However, these results are not as bad as they look because it is known that there are fewer females than males in the profession of auditors. This is supported by an article by Nierop (2011), which indicates that in 2010 the percentage of female partners at the biggest auditing firms was lower than 10%.[footnoteRef:20] Finally, this article also mentions that those who do not have the ambition to become a partner at an auditing firm are more likely to choose another carrier path. This explains why more female that are leaving the profession than male auditors. During the period from 2007 to 2010, 46% to 52% of the male auditors wanted to become a director or partner of an audit firm, while only 29% to 37% of the females shared this ambition. [20: http://www.accountant.nl/Accountant/Opinie/Meningen/Mannen+zijn+ambitieuzer+echt+waar.aspx] 


Lastly, as shown in the table below, there is quite a good spread between the job experience among the respondents; 54.6% of the respondents have more than 9 years of experience, while 45.4% have less than 9 years of experience.   


External validity
From the results of this research one can generalize about other auditors in the Netherlands, because all of the respondents were from auditors in the Netherlands. However, it should be noted that the respondents of this research are mostly working for audit firm. Therefore, this research represents the opinion of these auditors more than those who are working at a non-audit firm.  Lastly, the respondents are all from a clearly defined population, namely, auditors registered at the NBA. 

[bookmark: _Toc202966929]6.4	Correlation
It should be noted that all the variables (questions from the survey) represent 51.6% of the main research question regarding whether or not it is necessary to adjust the current accounting rules concerning auditors’ independence. In addition, the sig is also below the 5% level; therefore, all the variables have a significant influence on the main research question.

[bookmark: _Toc202966930]6.5	Factor analysis
It is important that there is correlation between questions, however a correlation higher than 0,9 is not allowed. Because a correlation higher than 0,9 indicates that the factor analysis cannot be performed and the existence of multicollinearity . A table named ‘Correlation Matrix’ indicates the correlation between questions. For this research the correlation matrix can be viewed in appendix 6. The correlation matrix indicated that all correlations are lower than 0,9; therefore the factor analysis can be performed.
 
In addition, by looking at the table named ‘KMO and Bartlett’s Test’ it is also possible to determine whether the factor analysis can or cannot be performed. A KMO measure higher than 0,5 indicates that the factor analysis can be performed, which is the case for this research (0,562). The calculated sig. indicates whether an factor analysis is useful, in this case, the sig. is 0,000, which is lower than the significance level of 5%; therefore it can be concluded that an factor analysis is useful:
	KMO and Bartlett's Test

	Kaiser-Meyer-Olkin Measure of Sampling Adequacy.
	,562

	Bartlett's Test of Sphericity
	Approx. Chi-Square
	259,108

	
	df
	91

	
	Sig.
	,000
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7.	Results
[bookmark: _Toc202966932]7.1	Introduction
In this chapter the results (from SPSS) per hypothesis will be shown and explained. Paragraph 7.2 is shows the results of hypothesis 1, paragraph 7.3 of hypothesis 2 and paragraph 7.4 of hypothesis 3. Lastly, it is important to mention that during this research a significance level (α) of 5% is used.  
[bookmark: _Toc202966933]7.2	Hypothesis 1a
Hypothesis 1a will be tested with the chi-square, because this test examines whether associations exist between two variables through crosstabs. The chi-square itself does not indicate anything about the strength of associates, because this is measured the phi or cramer’s V. The phi can only be used for 2 by 2 tables, our test does not meet this requirement, therefore the cramer’s V is used.
The tables below show the SPSS-printout for the test done on questions 8 & 9:


The above-mentioned results indicate that there is a significant relationship between the two questions, since χ (the value of Pearson Chi-Square) is 47,921 with the sig. of 0,000 smaller than the significant level (α) of 5%.  The strength of this relation is calculated with the Cramer’s V, which is 0,313, meaning that the relationship is linear and the strength is medium strong.  

The results also indicate that 70% of all respondents agreed that it was a good idea to make audit firms rotate their clients after having audited the clients’ financial statements for 8 years.  Of the 70%, who agreed with the before-mentioned statement, nearly 61.4% also indicated that auditors’ independence would be enhanced by mandatory audit firm rotation.

Based on this information, hypothesis 1a can be accepted, since both the sig.s are below the significant level (α) of 5%, therefore there is a significant associating between the variables.
[bookmark: _Toc202966934]7.2.1	Hypothesis 1b
Hypothesis 1b will be tested by the independent T-test and ANOVA. The main goal is to examine whether the perception of auditors regarding mandatory audit firm rotation (question 8) is the same regardless differences in gender, work experience, work location and awareness of current accounting news between auditors (paragraph 5.2). It is expected that regardless of the different variables auditors will give the same answers. In order to examine this phenomenon, question 8 along with the variables gender and awareness of current accounting news are test with the independent sample t-test. Question 8 along with the variables work experience and work location are tested with ANOVA.  
Independent sample t-test is used for the variables gender and awareness of current accounting news, because these variables are categorical grouping variables. During the interpretation of this test, it is important to determine whether the row ‘equal variances assumed’ or ‘equal variances not assumed ’ must be used. If the sig. of the Levene’s test is higher than 5%, the row ‘equal variances assumed’ must be used. In addition, if the significance calculated with the independent sample t-test is higher than the significance level of 5%, the hypothesis is accepted. Meaning that it can be assumed that the variable did not influence the opinions of auditors regarding audit firm rotation.
ANOVA is used to test the other two variables, because ANOVA can test for consensus between more than two categories.  If the significance calculated by ANOVA is smaller than the significance level of 5% the hypothesis is rejected. Meaning that the different groups give different opinions, therefore the opinions are not consistent. However, when the significance calculated by ANOVA is higher than the significance level of 5% the hypothesis is accepted. Meaning that the different groups do give the same opinion, therefore the opinions are consistent.

Gender


As can be viewed in the table titled ‘Group Statistics’, the means of the males and females are almost the same. This means that their opinions regarding this matter range from a belief that audit firm rotation can affect the auditors’ independence slightly in a negative way (mean < 3) to a neutral opinions about the effect (mean =3). Opinions can differ; some of the respondents agreed that it could improve their independence, while others indicated that it could not improve their independence.
The table ‘Independent Samples Test’ indicates that the F-value of Levene’s test is 0,261 with a significance of 0,610. This significance is clearly higher than 5%. Therefore, the variance between genders differs significantly, which means that the row of ‘equal variances not assumed’ has to be used. The sig. of 0,358 is quite high. As it is higher than 5%, it can be assumed that gender does not have an influence on this matter. The opinions of the males and the females do not differ significantly from each other; thus, the hypothesis is accepted based on gender. 

As this is the first time this table is shown, all of the functions are explained. Hereafter, such a broad explanation will not be given.

	Table ‘Group Statistics’

	Indicated in table
	Meaning

	N
	Amount of males and females 

	Mean & Std. Deviation
	Calculated based on the scores all the respondents have given

	Std. Error Mean
	Calculated with the information given in the table, namely with ‘Std. Deviation’ divided by the root of ‘N’


Table 4: group statistics
 
	Table ‘Independent Samples Test

	Indicated in table
	Meaning

	F along with the ‘Sig.’
	This determines whether or not row ‘Equal variances assumed’ or ‘Equal variance not assumed’ will be used during a test. The row ‘Equal variance assumed’ will be used if the ‘Sig.’ is higher than 5%, meaning that the variance do not differ significantly from each other.

	T
	Can also be calculated based on the information given in the table, namely ‘Mean Difference’ divided by ‘Std. Error Difference’

	Df
	Degree of freedom, which provides information on how to calculate the significance

	Sig.
	Indicates whether or not a hypothesis should be accepted or rejected

	Mean Difference
	Difference between the means of the two groups in ‘Group Statistics’

	Std. Error Difference
	Can also be calculated with the information given, however, it is easier to let SPSS calculate it for you

	95% Confidence Interval of Difference
	Indicates that 95% of the difference between the opinions lies between the mentioned values in the table


Table 5: independent samples test

Work experience


As can be viewed in the table ‘Descriptive’, the means of all the groups are close to each other. Their opinions range from slightly disagree (mean < 3) to neutral (mean = 3) and to slightly agree (mean > 3). ANOVA indicates that the F-value (calculate by 1,134/1,382) is 0,821, meaning that the groups do not differ much from each other (F-value should be near the 1). Based on the F-value, the significance is calculated. The sig. is 0,484, which is higher than 5%, meaning that each group has given the same (consistent) opinions. Therefore, the hypothesis is accepted based on work experience.

As this is the first time this table is shown, all of the functions are explained. Hereafter, such a broad explanation will not be given.

The table ‘Descriptives’ does not need further explanation because it is basically the same as the table ‘Group Statistics’ mentioned before. 

	Table ‘ANOVA’

	Indicated in table
	Meaning

	Sum of Squares
	Between groups: calculates the spread between the groups
Within groups: calculates the spread within the groups

	Df
	Between groups: total of groups minus 1
Within group: total number of respondents minus total of groups
Total: total number of respondents minus 1

	Mean Square
	Calculated with the ‘Sum of Squares’ of each row divided by ‘df’

	F along with the ‘Sig’.
	Calculated with ‘Mean Square Between groups’ divided by ‘Mean Square Within groups’. If the ‘F’ is close to 1, the opinions between the groups do no differ from each other. The ‘Sig’ indicates whether or not a hypothesis should be accepted or rejected.


Table 6: ANOVA

Work location


As for work location, the means of all the groups are close to each other. However, they are not as close as for work experience, which is also reflected by the sig. The means indicate that their opinions differ from slightly disagree (mean < 3) to neutral (mean = 3) and to slightly agree (mean > 3). This is also indicated with a significance of 0,010, which is below the 5% level, meaning that the opinions of auditors based on work location do differ from each other. Therefore, the hypothesis is rejected based on work location.

Awareness of accounting



The table ‘Independent Samples Test’ indicates that the F-value of Levene’s test is 0,013 with a significance of 0,909. This significance is clearly higher than 5%, therefore, we have to use the row ‘equal variances not assumed’. The sig. of 0,953 is higher than 5%, therefore, it can be assumed that gender does not have an influence on this matter. The opinions of the males and the females do not differ significantly from each other; thus, the hypothesis is accepted based on gender. This is also supported in the table ‘Group statistics’, which indicates that almost 100% of all the respondents were aware of the current accounting news.

Overview
	Characters
	Conclusion

	Gender
	Accepted 

	Work experience
	Accepted

	Work location
	Rejected

	Awareness of current accounting news
	Accepted


Table 7: overview hypothesis 1b

Based on the overview, hypothesis 1b is rejected, because there is no consensus among auditors due to the fact of work location. 

7.3	Hypothesis 2a
Hypothesis 2a will be tested with correlation, since it concerns two quantitative questions that are being related with each other. The correlation coefficients are calculated with the ‘Spearman’s Rho’. The value of ‘Spearman’s Rho’ can range from -1 to 1. A -1 indicates that there is a perfect negative relationship between the variables; a 1 indicates that there is a perfect positive relationship between the variables and a 0 indicates that there is no relationship between the variables.

The results of hypothesis 2a are as follows:

The above-mentioned results indicate that there is a negative correlation between the variables, namely, -0,085. In addition, the correlation between these variables is not significant, because the sig. of 0,279 is higher than 5%. Therefore, it can be concluded that hypothesis 2a has to be rejected.
[bookmark: _Toc202966935]7.3.1	Hypothesis 2b
Hypothesis 2b will be tested by the independent T-test and ANOVA. The main goal is to examine whether the perception of auditors regarding prohibiting auditors from providing non-audit services to their clients (question 6) is the same regardless differences in gender, work experience, work location and awareness of current accounting news between auditors (paragraph 5.2). It is expected that auditors will give the same answers regardless of the different variables. In order to examine this phenomenon, question 6 along with the variables gender and awareness of current accounting news are test with the independent sample t-test. Question 6 along with the variables work experience and work location are tested with ANOVA.  These tests are the same as the ones used for hypothesis 1b.

Gender



The results of table ‘Group Statistics’ indicate that the means of the males and the females are almost the same, meaning they both are neutral regarding whether prohibiting auditors from offering non-audit services to their audit clients will truly improve their independence (mean = 3). The F-value is 0,307 with a significance of 0,581, which is higher than 5%; therefore, the row ‘equal variances not assumed’ will be used. This significance is 0,499, which is higher than 5%. Therefore, this hypothesis is accepted based on gender. In other words, the opinions of the males and the females do not differ significantly from each other.








Work experience


In the table ‘Descriptives’ it can be seen that the overall means are more or less 3, which means that the respondents do not think this matter will increase (mean > 3) or decrease their independence (mean < 3). However, the significance of 0,043, which is higher than 5%, indicates that the opinions of the respondents do differ from each other. Therefore, hypothesis 2b is rejected based on work experience.

Work location


The means of all the groups are quite close to each other, indicating that the opinions of the respondents are that prohibiting auditing firms from selling non-audit services to their audit clients will slightly improve their independence (mean>3) and that it is possible that it does not have an effect on their independence (mean=3). The sig. of 0,361 is above the 5% level. Therefore, the opinions of the auditors, based on work location, do not differ from each other. Therefore, hypothesis 1b is accepted based on work location.



Aware of current accounting news



The F-value is 1,632 with a significance of 0,203, which is higher than 5%; therefore, the row ‘equal variances not assumed’ will be used. This significance is 0,497, which is higher than 5%; therefore, based on awareness of the current accounting news this hypothesis is accepted. 

Overview
	Characters
	Conclusion

	Gender
	Accepted

	Work experience
	Rejected

	Work location
	Accepted

	Awareness of current accounting news
	Accepted


Table 8: overview hypothesis 2b

Based on the overview, hypothesis 2b is rejected, because there is no consensus among auditors due to the fact of work experience. 
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The regression described in paragraph 5.2.3 is used determine whether there is a causal relationship between the independent and dependent variables. In this thesis the AIR is the independent variable, while all the other variables are the dependent variables. 

7.4.1	Testing the regression

Normality of the residues
In this thesis the normality of the residues will be tested with the Normal probability plot of the standardized residues. The output of the Normal probability plot will show a diagonal line along with the residues. If all the residues are around this diagonal line, it can be concluded that the residues are normally distributed.  The figure below shows the output of the Normal probability plot of this regression. This plot indicates that all of the residues are more or less around the diagonal line. Therefore, it can be concluded that the residues in the research are normally distributed.

Skewness and kurtosis
Skewness and kurtosis are distrubution measurements that indicates whether data is normally distributed. If the value of the skewness and kurtosis are zero, the data is normally distributed, however data can be seen as approximately normal if the values are between -1 and +1.[footnoteRef:21] The value of the skewness and kurtosis of this research are as follows: [21:  http://www.let.leidenuniv.nl/history/RES/stat/html/les6.html#sche, visited at July 3, 2012] 


The skewness is approximately zero, while the value of kurtosis lies close to the value of -1.  Based on these values, it can be concluded that the data are approximately normally distributed. In addition, common rule-of-thumb test exist for testing the normality of the data[footnoteRef:22]: [22:  http://zencaroline.blogspot.nl/2007/04/normality.html, visited at July 3, 2012] 

1. The skewness divided by the std. error of skewness should be between the -2 to +2. This requirement is meet, because after performing the calculation the outcome is 0,12. 
2. The kurtosis also needs to be divided by the std. error of kurtosis and the outcome should be between the -2 to +2 or -3 to +3, this requirement differs among researchers. The outcome for this calculation is 2,79, therefore this data can have a normal distribution, but it depends on the used requirement.

Multicollinearity – Variance Inflation Factor (VIF)
Multicollinearity tests whether independent variables in the regression model are measuring the same thing. Multicollinearity can be quantified with the variance inflation factor. The variance inflation factor is calculated with SPSS and can be seen in the ‘Collinearity Statistics’ in the table titled ‘Coefficients’:

Based on the Collinearity statistics, it is possible to determine if a multicollinearity problem exists in the regression model. A multicollinearity problem exists if the tolerance is less than 0.20 and the VIF is above 5[footnoteRef:23]. As can be viewed in the coefficients table, all the tolerances are higher than 0.20 and the VIF is lower than 5. Therefore, no multicollinearity problem exists in this regression model. [23: http://iscte-iul.academia.edu/FernandoBritoeAbreu/Papers/1206870/Reducing_Subjectivity_in_Code_Smells_Detection_Experimenting_with_the_Long_Method, visited on July 3, 2012] 


Autocorrelation
Autocorrelation determines if there is a relationship between values separated from each other by a given time lag in the prediction errors of a regression model. Autocorrelation is tested with the Durbin-Watson statistic. If the result of the Durban-Watson statistic is near the 0 or 4, it can indicate a problem in the regression model. However if the Durbin-Watson is near the 2, no autocorrelation exist.[footnoteRef:24]  For this study the Durbin-Watson statistic was calculated with SPSS, which provided the following [24:  http://www.investopedia.com/terms/d/durbin-watson-statistic.asp#axzz1zYDtx74u, visited on July 3,2012] 

result:

The predictors of the above-mentioned ‘Model Summary’ are formed by questions 6, 7, 8, 10, 12, 13, 14 and the dummy-variables of questions 9 and 10. The dependent variable is formed by question 10.      
	
The Durbin-Watson is 1,891, which is near the 2. Therefore, based on the Durbin-Watson statistic, no problem exists in this regression model.
[bookmark: _Toc202966937]7.4.2	Results of the regression
The model summary of the regression indicated that the corelationcoëffient (R) for the whole model is 48,3%. The R measures the correlation between the obsevered and predicted (by the model itself) y-values. The R Square also known as the determination coefficient indicated the percentage of the dependent variable that can be explained by all the independent variables. In this study, the dependent variable is explained by 23,4% of the independent variables in the regression model.  The adjusted R square is basically an the same as the R square, the only difference is that in the calculation of the adjusted R square an extra variable is added to the existing model to see how the model reacts. The model summary is as follows:  

The ANOVA table, which is also calculated by SPSS for the regression model, indicates whether the regression model is significant or not. The whole explanation about the ANOVA-table has already been given (see paragraph 7.2.1.). As can be viewed the sig. of the whole model is 0,000, which is lower than the 5%, therefore it can be conclude that this model is significant. Also meaning that there is consensus among auditors regarding their independence, therefore it can be concluded that hypothesis 3 is accepted.
[bookmark: _Toc202966938]7.5	Analysis and interpretation
In general, the results indicate that there is no consensus among auditors regarding the effect of the proposed changes on their independence, which contradicts the conclusion of Firth. Previous literature has extensively discussed the advantages and disadvantages of the proposed changes. Moreover, a study by Walker (1999) indicated that even the opinions within the AICPA regarding audit firm rotation can differ. In the beginning it stated that ‘if the tenure period were limited, auditors also would have greater incentives to resist management pressures’ (AICPA, 1992, 1-2). However, the AICPA also stated that the cost would exceed the gains of implementing mandatory audit firm rotation; therefore, they were also against it (AICPA, 1992, 2). This example shows how hard it to find a consensus opinion concerning this matter.  
When comparing the results of other studies some similarities can be noted. For example, a study by Shockley (1981) indicated that respondents thought that auditors who are providing non-audit services are more likely to lose their independence. But the same respondents also thought that the long-term relationships between auditors and clients would not affect the independence of auditors. The results in paragraph 7.2.1 also indicate that mandatory audit firm rotation does not significantly affect independence from the perspective of auditors. The opinions of auditors differ concerning firms providing non-audit services to audit clients. Some auditors thought that it would affect their independence, while others thought it would not (paragraph 7.3.1). 
The results of an study by Hussey and Lan (2001) also investigated the perception of U.K. finance directors regarding the two proposed changes. The results of this study can be viewed in the table below:



The above-mentioned table indicates that approximately 50% of the respondents disagreed with the proposed changes.
Lastly, when comparing the results of this thesis with the study by Firth (1980) the results also differ. The results of Firth (1980) indicated that perception of auditors’ independence was the same within each job role, because a person’ location, age and prior accounting experience would not have an effects on this perception. According to the study of Firth (1980) the perception regarding auditors’ independence only differ between job roles, because different job roles can affect how people perceive the independence of auditors. This thesis investigated this matter through hypotheses 1b and 2b. The results of this study indicated that both hypotheses had to be rejected. Hypothesis 1b was rejected, because a persons’ work location did affect the opinions of auditors regarding mandatory audit firm rotation. While hypothesis 2b was rejected, because a persons’ work experience did have an effect on the opinions of auditors regarding audit firms who are also providing non-audit services to their (audit) clients.

It is possible that the results of this study differ from the results of prior studies. One of the main reasons could be the financial crisis simultaneously with the ‘Green paper’ published by euro-commissioner Michel Barnier. These factors could enhance the discussion concerning the importance of being independence to auditors and how the independence of auditors can improve.  The financial crisis attributed on raising the question: ‘where were the auditors?’. Because during the financial crisis many banks had received clean opinions from their auditors, while in fact some banks were financial weak and went bankrupt during the financial crisis. In addition, the political parties in the Netherland also want to enhance the independence of auditors and even submitted two proposals to the ‘Tweede Kamer’. However, other difference between prior studies and this study may have also lead to differences in the outcome of the results, such as:
· The sample, the sample of other studies consisted of auditors and other respondents, while the sample of this study only consists of auditors. In addition, the sample of the other studies examined the perceptions of responds of other countries, such as Malaysia, the U.K. and the U.S. (appendix 4).
· Some definitions of the characters, used as variables in this thesis, differ from the study of Firth, which will be broader explained in chapter 8.
·  Over the years the independence of auditors have become more important for auditors, investors and other related third parties. This can be experienced thought the stricter rules regarding the independence of auditors and an event concerning Hien Meeter CEO and director of Deloitte Netherlands (paragraph 2.4). 
· Nowadays auditors are almost expected to be 100% independent from their (audit) clients, people are more critical towards the independence of auditors than a couple of years ago. Secondly, some people think it is better that auditors should not be able to provide any other services then audit services to their (audit) clients, while it was acceptable for auditors to perform certain of these services to their (audit) clients, same can be said for mandatory audit firm rotation. Lastly, questions are also being raised on whether it is responsible that auditors are being hired and fired by their clients. 
· Cultural factors, people in other countries can have a different opinion on the work of the auditors and their independence. Therefore, it is possible that the culture differences between the examined countries can have an influence on the outcomes of the studies. For example, the Nederland has a principle based accounting system; while the U.S. has a rule based accounting system.
· Economical differences, after the financial crisis questions were being raised about the work of the auditors and need to enhance the independence of auditors. 
· Accounting scandals, especially after the year 2000 ‘big’ accounting scandals discovered and published. Each time the profession of auditors encounter accounting scandal it can damage their reputation. Therefore, stricter rules are enforced to enhance the public’s confidence in the work and quality of the auditors’ work.

As of today, different organizations are still trying to figure out what the opinion of the auditors is regarding the proposed changes, which demonstrates the importance of investigating the perception of auditors on the proposed changed concerning the independence of auditors. For example, the site www.accountancynieuws is still conducting a survey about it. So far (as of June 20, 2012), the results of their survey are as follows[footnoteRef:25]: [25:  http://www.accountancynieuws.nl/commentaar/peilingen/accountantskantoren-mogen-aan-de-door-hen.106820.lynkx, visited at June 20, 2012] 


As can be seen there were approximately 1.000 respondents, of which approximately 70% were against and 30% were for the proposed changes.  However, the respondents of this study could be anyone, from students, auditors, investors etc. Therefore, the results shown in the above-mentioned figure are not a good indication of whether there is consensus among the perception of auditors. 
[bookmark: _Toc202966939]7.6	Summary  
Hypothesis 1a is accepted, because the results indicated that the calculated significance is lower than the significance level of 5%. However, hypothesis 1b is rejected, because the variable ‘work location’ did seem to have an influence of the opinions of auditors regarding audit firm rotation. Hypothesis 2a is rejected, because the results indicated that there was not a significant relationship between the variables. In addition, hypothesis 2b is also rejected, because the variable ‘work experience’ did seem to have an influence on the opinion of auditors regarding providing non-audit services to (audit) clients. The results of the regression model indicated that this model is significant; therefore hypothesis 3 is accepted. To summarize, the outcome of all the hypothesis are as follows:
Hypothesis 1a:	accepted
Hypothesis 1b:	rejected
Hypothesis 2a:	rejected
Hypothesis 2b:	rejected
Hypothesis 3:		accepted

Based on the above-mentioned outcome it can be concluded that in general the opinions of auditors do not differ from each other. As for the opinions of auditors regarding the proposed changes, it can be concluded that there is only consensus regarding audit firm rotation, while no consensus exist for the other proposal.


[bookmark: _Toc202966940]8	Conclusion
Auditors audit financial statements to make sure that the information the public receives is reliable. By being independent auditors can audit the financial statements of their clients in an unbiased manner. The theory behind the independence of auditors can be explained by theories such as: information-, agency-, assurance-, and trust theory  (paragraph 2.3). Trust theory emphasizes the importance of being independent in the profession of auditors. However, despite the importance of being independent, there are still problems regarding the independence of auditors, which is enforced by recent accounting scandals (paragraph 2.5) and the financial crisis. 
To improve and maintain the independence of auditors and the quality of work provided by auditors the Wta and AFM have emerged (paragraph 3.2). In the Netherland the rules of conduct and interpretations regarding the independence can be found in the NVO.  The NVO contains rules that auditors need to comply with, when performing assurance assignments (paragraph 3.4). The rules of conduct and interpretations regarding independence are meant to minimize the threat that auditors can encounter when they are performing audits (paragraph 3.3).  In addition, auditors who have acted negligently when performing their work can be imposed with disciplinary actions (paragraph 3.2). 

Recently there has been a lot of discussion on enhancing the independence of auditors. The main reason for this debate is the ‘Green Paper’, which was written in a response to the financial crisis by euro-commissioner Michel Barnier. This paper mentioned two suggestions that could enhance the independence of auditors:
1. Mandatory audit firm rotation;
2. Not allowing audit firms to provide non-audit services to their audit clients.

Political parties in the Netherlands have submitted these suggestions to the ‘Tweede Kamer’ (paragraph 1.1), but how do auditors perceive the proposals? Consequently, the research question of this thesis was defined as follows:

Is there consensus among auditors in the Netherlands regarding the proposed changes in the accounting rules devised by the political parties?

Prior papers indicated that there are a lot of different opinions regarding the two proposed suggestions. Both suggestions have their advantages and disadvantages (chapter 4). This study aimed to investigated whether consensus exist among auditors in the Netherland regarding the two proposed suggestions to enhance the independence of auditors.

The results indicate that there is consensus among auditors regarding the proposal on audit firm rotation, however no consensus was found on the matter audit firms that are also providing non-audit services to their (audit) clients. These results were further examined to test if the variables within the profession of auditors have an influence on the perception of the auditors.  The variables within the profession of auditors in this thesis are defined as gender, work experience, work location and awareness of current accounting news. The results indicate that there is no consensus among the profession of auditors, when relating the variables with the perception of auditors regarding auditor firm rotation and audit firms providing non-audit services to their (audit) clients. Hypothesis 1b and 2b were developed to examine these variables and could only be accepted if the results of all the variables indicated that a hypothesis could be accepted. Therefore, hypothesis 1b was rejected due to the variable work location and hypothesis 2b was rejected due to the variable work experience. The results of hypothesis 3 also indicate that there is consensus among auditors regarding their independence.  A previous study by Firth (1980) indicated that the perception of auditors’ independence was different between different job roles. People with the same job roles should have the same perception of their independence. However, Firth also mentioned that this perception could be affected by different variables of job roles. Despite this, the variables location, age and prior accounting experience did not appear to have an effect on the differences in perceptions regarding the independence of auditors. This thesis uses almost the same variables as the study by Firth. The only difference is that it did not include the variable age, and two variables were added, namely gender and awareness of current accounting news. It was expected that the study would indicate that the auditors’ perception was not influenced by any of the variables, including the two additional added variables, because male and female auditors have the same knowledge/education and follow the same recent information regarding their profession. This expectation is supported by the results mentioned in Chapter 7. However, the results of Firth differ from the results of this thesis, which are as follows:
· Hypothesis 1b was rejected based on the variable work location. This difference can be explained by the fact that a different definition of work location was used in Firth’s study. Firth classifies work location as London or other, while this thesis classifies work location as the type of company the auditors work for. If the variable work location were excluded, because of this difference, hypothesis 1b would have been accepted.  
· Hypothesis 2b was also rejected; however, this was because of the variable work experience. This could also be explained by the different criteria used to define this variable. The study of Firth uses qualitative criteria, while this thesis uses a quantified criterion. 

In general, the results indicate that there is consensus among auditors on auditor firm rotation, however no consensus exist on the matter regarding the provision of non-audit services to (audit) clients by auditors. In addition, these perceptions seem to be influences by the characteristics of auditors. Therefore, it can be concluded that there is only consensus about one of the two proposed changes among the auditors. In addition, characteristics of auditors do have an influence on how auditors perceive these proposed changes.  
[bookmark: _Toc202966941]
8.1	Limitations and recommendations
Although the results of this thesis were accurately processed and the study was conducted with a high level of precision, it is necessary to mention that there are also some limitations concerning this study. One of the limitations is that this thesis only examined the perceptions of the auditors and not of the investors and other related third parties who use the financial statements of companies. Secondly, it would have been better if the research had been done by a person or organization that has a lot of connections with auditors, and could therefore convince more auditors to fill in the surveys. Lastly, the importance of independence to auditors has changed a lot over the years. Therefore, it is possible that this has caused the results of this study to differ from the results of prior literature.

As for future studies, it is recommended that this kind of study will be conducted by an organization that can reach more auditors and convince them to participate in surveys concerning this matter. This would be an advantage for the researchers.
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Appendix 3 – Small part of an audit report
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Appendix 4 – Overview of the most important prior literature
	Authors
	Object of study
	Sample
	Methodology
	Outcome

	Lavin 1977
	Investigated whether the analysis perception of auditors’ independence would have an affect on whether certain client-audit relationships would impair or improve their investment decisions. 
	Sample of 181 brokerage houses that were selected from the July, 1972 issue of Finance.
	Mailing surveys and t-test.
	Being independent is important for auditors, because the perception of auditors ‘independence by the respondents’ can affect their perception of whether client-auditor relationships affect the investment decision-making.

	Firth 1980
	To determine how interested parties in the U.K. perceive the importance of auditors’ independence.
	Sample of 750 people that consist of auditors, major stockbrokers and investment managers and loan officers of major banks and financial institutions.
	Survey, chi-square and two-way ANOVA
	If auditors are not independent it will impair investment and lending decisions, in addition a difference exist between parties, in what constitutes as independent and the importance of it.

	Shockley 1981
	Exams how different parties perceive auditors’ independence.
	Sample of 277 people that consist of auditors, loan officers and financial analyst.
	Survey and ANOVA.
	Audit firms operating in highly competitive environments, providing MAS and smaller audit firms are perceived as having a higher risk of losing their independence.

	Hussey and Lan 2001
	To present an analysis of the opinion of U.K. Finance Directors on factors that can affect the roles and responsibility of external auditors.
	Sample of 3.000 finance directors drawn from the spectrum of U.K. organizations with external auditors.
	Survey, factor analysis and multiple regression analysis.
	Finance Directors are aware of the importance of auditors’ independence. They know that the prohibition of non-audit work for the same client and the rotation of auditors are to increase the value and quality of audits. Lastly, they are aware that their relationship with an auditor can affect how third parties perceive their independence. 

	Bazerman, Loewenstein and Moore, 2002
	Explains the roots of bias.
	Sample of undergraduate and business students
	By giving each participant different roles and though one case.
	Participants interpreted information about a company in a biased way, it is not possible to undo this bias later.

	Bakar, Rahman and Rashid 2005
	To provide further understand on the factors influencing auditors independence.
	Sample of 240 commercial loan officers of Malaysia.
	Questionnaires.
	Usefulness of audit reports depends on how loan officers perceive the auditors’ independence.

	Daniels and Booker 2011
	To determine whether the rotation of audit firm impact financial statement users in how the perceive auditors’ independence and quality.
	Sample of 1.000 bank loan officers randomly selected from a database of more than 16.000 U.S. loan officers
	Cases about rotation policy and length of tenure within the rotation policy, univariate Analysis of Variance (ANOVA), Scheffe’s post hoc test and chi-square analysis.
	Audit firm rotation can enhances the perception of auditors’ independence, but not the audit quality. 
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Appendix 5 – Overview of the survey
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Appendix 6 – Correlation matrix
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Appendix 7 – Descriptive of the results of the survey
Question 1


Question 2


Question 3


Question 4


Question 5



Question 6


Question 7


Question 8


Question 9










Question 10


Question 11


Question 12

Question 13









Question 14


Question 15
Not shown, because this is an open question.
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1ADe onafhankelijkheid van accountants wordt vergroot, door audi semvices en.

95% Canfidence Interval for
Mean
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Vergaderjaar 20112012
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Nr.18

Bepalingen over het accountantsheroep, de Nederlandse
beroepsorganisatie van accountants en de Commissie eindtermen
accountantsopleiding (Wet op het accountantsberoep)

NADER GEWIJZIGD AMENDEMENT VAN HET LID PLASTERK
C.S.TER VERVANGING VAN DAT GEDRUKT ONDER NR. 14
Ontvangen 13 februari 2012

De ondergetekenden stellen het volgende amendement voor:

In artikel 68 wordt na onderdeel B een onderdeel ingevoegd, luidende:
Ba
Na artikel 24a wordt een artikel ingevoegd, luidende:

Artikel 24b
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De accountantsorganisatie die wettelijke controles verricht bij een
organisatic van openbaar belang, verricht naast controlediensten geen andere
werkzaamheden voor dic organisatic.

I
Artikel 68, onderdeel G komt te luiden:
G
Na artikel 86 wordt een artikel ingevoegd, luidende:
Artikel 86a
1. Tot twee jaar na de inwerkingtreding van de Wet op het
accountantsberoep is artikel 24 nict van toepassing op werkzaamheden
‘waarvoor de opdracht aan de accountant of accountantsorganisatie is verstrekt
voorafgaand aan de inwerkingtreding van de Wet op het accountantsberocp.

2. Artikel 27, tweede lid, treedt vijf jaar na de inwerkingtreding van de Wet
op het accountantsberoep in werking.
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Toclichting

Voor organisatics van openbaar belang (OOB’s) moet er een scheiding komen
van controledicnsten en andere werkzaamheden. Dit betekent dat een
accountantskantoor nict tegelijkertijd controlediensten en andere
werkzaamheden mag verrichten voor een OOB. Tot de controlediensten
‘worden uitsluitend gerekend: de wettelijke controles, de controle van de
jaarrekening of geconsolideerde jaarrckening, de controle van (tussentijdse)
financiéle overzichten, de waarmerking van staten ten behoeve van de
toezichthouder zoals bedoeld in de Pensioenwet (artikel 147, lid 5) en de Wet
op het financicel toezicht (artikel 3:72, lid 7), de verstrekking van assurance
‘met betrekking tot het directieverslag, het verslag corporate governance, het
verslag risicomanagement en het verslag maatschappelijk verantwoord
ondernemen.

Met betrekking tot de werkzaamheden waarvoor reeds opdracht is gegeven,
voorafgaand aan de inwerkingtreding en er een contractuele verplichting
bestaat voor de accountantsorganisatie wordt geregeld dat bestaande
opdrachten kunnen worden uitgevoerd tot 2 jaar na de inwerkingtreding van de
‘Wet op het accountantsberoep.

Plasterk

Irrgang
Braakhuis
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TwWEEDE KAMER DER STATEN-GENERAAL

Vergaderjaar 20112012

33025

Nr. Pwv-01

Bepalingen over het accountantsberoep, de Nederlandse
‘beroepsorganisatie van accountants en de Commissie eindtermen
accountantsopleiding (Wet op het accountantsberoep)

AMENDEMENT VAN HET LID VAN VLIET
Ontvangen
De ondergetekende stelt het volgende amendement voor:
In artikel 68 wordt na onderdeel B een onderdeel ingevoegd, luidende:
Ba
Atikel 23 word als volgt gewijzigd:

1. Aan het slot van onderdeel a vervalt “of”.

2. Onder vervanging van de punt aan het slot van onderdeel b door
wordt na onderdeel b een onderdeel toegevoegd, luidende:

c. gedurende zes aancengesloten jaren telkens de wettelijke controle heeft
uitgevoerd of een aanmerkelijk deel van de financiéle administratie heeft
verzorgd of ingericht, voor cen periode van twee aaneengesloten jaren.
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Toelichting

Dit amendement regelt middels een toevoeging aan artikel 23 betreffende
organisaties van openbaar belang (OOB’s), dat deze OOB’s verplicht worden
iedere 6 jaar te rouleren van accountant (niet een andere accountant bij
hetzelfde kantoor, maar echt cen ander kantoor). Daarna moet er een
afkoelingsperiode van 2 jaar zijn, voordat hetzelfde kantoor weer de wettelijke
jaarrekeningeontrole mag doen.

Van Vliet
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Verantwoordelijkheid van de accountant

Onze verantwoordelijkheid is het geven van een oordeel over de jaarrekening op basis van anze
controle. Wij hebben onze controle verricht in overeenstemming met Nederlands recht,
waaronder de Nederlandse controlestandaarden. Dit vereist dat wij voldoen aan de voor ons.
‘geldende ethische voorschriten en dat wij onze controle zodanig plannen en uitvoeren dat een
redelijke mate van zekerheid wordt verkregen dat de jaarrekening geen afwijkingen van
materieel belang bevat.
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‘Onafhankelijkheid van de accountants
Ik ben een student van de Erasmus Universiteit en schriff momenteel een masterscriptie over de
onafhankelijheid van de accountants.

De onafhankeljkheid van de accountants is op dit moment een veelbesproken onderwerp en op basis van uw
reacties wil ik onderzoeken hoe accountants hierover denken.

Deze enquéte bestaat uit 15 multiple-choice vragen en zal max. 10 minuten van uw tiid in beslagen nemen.

start

‘Onafhankelijkheid van de accountants

Geslacht”

Oman
Ovrouw
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a

Wat is uw hoogst afgeronde opleidingsniveau?”

OBachelor opleiding
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Bent u op de hoogte van de recente discussies m.b.t. de onafhankelijkheid van de accountants?”

o)
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De onafhankelijkheid van accountants wordt vergroot, door audit services en non-audit services niet
meer aan te bieden aan dezelfde kianten(verplichte roulatie).”

Ostrongly disagree
Opisagree
ONeural

Ongree

Ostrongly agree

Het is een voordeel voor kianten, als accountants ook non-audit services aan audit-klanten
verstrekken, omdat het de kennis van accountants over deze kianten kan vergroten.”

Ostrongly disagree
Opisagree
ONeural

Ongree

Ostrongly agree

De onafhankelijkheid van de accountants wordt vergroot, indien bedrijven verplicht na een aantal jaren
van accountants(kantoor) moeten wisselen (verplichte roulatie).”

Ostrongly disagree
Opisagree
ONeural

Ongree

Ostrongly agree
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Het voorstel van de kamer is momenteel om de verplichte roulatie op 8 jaar te stellen. Na hoeveel jaar
20u u een roulatie aanbevelen, indien de kamer doorgaat met het instellen van een verplichte roulatie?”

ONa @ jaar
ONa 8 jzar
ONa 12 jaar
Oeiders

0.

Naar aanleiding van de financigle crisis, is het noodzakelijk dat de regels omtrent de onafhankelijkheid
van de accountants aangescherpt gaan worden.”

Ostrongly disagree
Opisagree
ONeural

Ongree

Ostrongly agree

.

Van welke termis de volgende definitie?
“De geesteshouding waarbij rekening word: gehouden met alle mogelike overwegingen die verband houden met de
specifiek it te voeren assurance-opdracht, met uitsluting van ale andere overwegingen”

OOnahankelikheid in optreden (in schin)
Oonafhankelikneid in wezen
Oobjectiveit
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Wordt de onafhankelijkheid van de accountants in de volgende situaties aangetast?

2,

Als controller van onderneming X, A bezit geen aandelen van onderneming X. De broer van A, genaamd
B,is een partner van een openbare accountantskantoor, die onderneming X controleert. B1is it in dit
controleteam, maar is niet de partner die verantwoordelijk is voor de controle.”

OOnafhankelikneid s zeer aangetast
Qonafhankeli is niet aangetast
ONeurraal

OOnafmankelikheid s aangetast
OOnafmankelikneid s zeker niet aangetast

B

Een partner van een accountantskantoor Q is lid van een beleggingsclub Y. Club ¥ bezit aandelen van
en onderneming dat een kiant is van accountantskantoor Q. Zowel het aantal als de waarde van deze
aandelen is niet materieel voor de club en de onderneming. (Deze partner is verantwoordelijk voor de
controle van Club Y)'

OOnafnankelikneid s zeer aangetast
Oonafrankelikheid s aangetast
ONeurraal

OOnafmankelii is et aangetast
Oonafmankelikneid s zeker niet aangetast

14

Onderneming T is bezig met een herkapitalisatie, hierdoor worden de bestaande schulden van
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onderneming T ingeruild voor een 5 jarige schuldbewijs, dit geldt ook voor de schulden (auditkosten)
van onderneming T aan accountantskantoor R."

OOnafnankelikneid s zeer aangetast
Oonafrankelikheid s aangetast
ONeurraal

OOnafmankelii is et aangetast
OOnafhankelikneid s zeker niet aangetast

1.

ijkste bedreiging voor de onafhankelijkheid van de accountants?”

Verstuur mijn antwoorden

Bedankt voor het invulien van deze vragenist!
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Correation Matrix

TADe Do
Bontuopde | onamankolikh onaankalikh
hooglevande | eid van Hetiseon | cidvan de
Watis uw roconte | accountants | voordeei voor | accountants
hoogst | discussios m. wordt Kanen, als wordt
afgeronde. bide | vergroot,door | accountants | vergroot
Waarbent | opleiingsnive | onamankelikn | auditsenvces | ook non-audt | inden
Gesiacht | werkzaam? au? oidv. o senices aa.._| bedriven ve.
‘Corolation_ Gesiacht 1,000 058 ) 068 0% 3 023
Waar bent u werizaam? 058 1,000 098 ) 125 -o87 20
Wats uw hoogst -8 098 1,000 148 -008 on 012
afgeronde
opleidingsniveau?
Bent u op de hoogte van o068 148 148 1,000 -050 127 007
do racente discussios m,
b de onaarkalikheid
1ADe onathanksikheid -0%8 125 003 050 1,000 -125 55
van accountants wordt
vergroot, door audit
Hoti aon voordeal voor 053 ~087 o 127 125 1,000 -0%0
Kanen, als accountants
ook non-audit services.
De onafmankeliiheid van 023 20 o2 007 455 090 1,000
o accountants wordt
vergrool,indien becriven
1AHet voorstel van de 001 -2 065 125 257 10 -ar2

Kamer is momenteei om
do verplichte roulate op &
Jaar
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Correlation Matrix

Tt As controller
Voorstal van van Een partnor | Ondermoming
dokamer s Naar ondememing | vaneen | Tis bezig met 18Van welke
momenteel | aanieiding van | X, Abezit | accountantska cen tormis do
omde. de fianciéle goen nloorQisd | herkapialsat volgende
verplichte | crisls,ishot | aandelenvan |  van een o, hierdoor deliite? Do
roulatieop 8 | noodzakelk | ondememing | beleggingsclu | worden de geesteshoud:
Jaar datde . X bYv.c. bestaan.. | Werkorvaring | ng waar.
‘Corolation_ Gesiacht 091 3 057 ~o10 3 B 020
Waar bont u werizaam? 229 87 78 030 099 78 070
Wats uw hoogst 085 -om0 050 ~082 024 067 004
afgeronde
opleidingsniveau?
Bentu op de hoogle van -125 a1 055 194 o8 -1 017
de racenta discussios m,
b de onamarkeljiheid
1ADe onafhankalkheid 257 218 -o18 008 o044 a7 207
van accountants wordt
vergroot. door audit
Hets een voordeel voor 10 82 057 ~080 008 057 27
Kanten, ais accounants
ook non-audit services.
De onamankelikheid van -ar2 208 o718 010 118
e acoountants wordt
vergrool,indien becriven
1AHot voorstel van de 1,000 187 113 ~180 048 109 002

Kamer s momenteel om
de verpiche roulatie op &
Jaar
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Correlation Matrix

1ADe )
Bontuopde | onamankelikh onafankelikh
hoogtevande | eid van Hetiseen | eidvande
Watis un recente | accountants | voordeel voor | accountants
hoogst | discussies m. worct Kanen, als wordt
afgeronde. brde | vergrooldoor | accountants | vergroot
Waarbentu | opleiingsnive. | onafankelikn | auditsenvces | ook non-audit | indien
Gesiacht | werkzaam? au? cidv. on senvices aa.._| bedriven ve.
Naar sanieiding van Ge. 28 87 070 £ 218 208
financiele cisi, is hat
noodzakelk datdo .
Als contoller van 057 o078 059 055 -o18 -0s7
ondememing X. A bezt
geen aandelen van
ondemeing X
Een partner van cen -o10 030 082 R 006, o713
accountantskantoor Q s
1 van een beleggingsclub
v.c.
Ondememing T is bezig 098 099 024 o8 04 008 -o10
met een herkapiaisate,
hirdoor worden de
bestaan.
Werkervaring 067 14 173 -0s7
18Van vk term s de 004 o7 -207 27

volgend defiite?_De
geesteshouding waar
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Correlation Matrix

Tl Als controller
voorstal van van Eenpariner | Onderneming
dokamers Naar ondemoming | vanoen | Tis bozigmet 18Van woke
momenteel | aanleidingvan | X, Abezit | accountaniska oon tormis do

omde. de financicle geen nloorQisid | herkapialisat volgende
verplichte | crisis,ishot | aandelenvan | van eon o, hierdoor defiite? Do
roulatioop8 | noodzakeljk | ondereming | beleggingsciu | worden do geesteshoud:
Jaar datder. x bv.C bestaan.. | Workorvaring | ng waar.

Naar sanieiding van de. 187 1000 084, ~008 083 108 037

financiéle cisi, is hat

noodzakeljk datdo r

Als contoller van 113 o8¢ 1,000 a7 038 12 1054

ondemening X, A bezit

geen aandelen van

ondemening X

Een pariner van cen -180 ~008 a7 1,000 198 -183 041

accountaniskantoor Qs

i van oen beleggingsclub

v.c.

Onderneming T is bezig 048 -083 039 198 1,000 128 201

met een herkapitalisatie,

hierdoor worden de

bestaan.

Werkervaring 08 108 -128 -183 128 1,000 118

18Van welke erm s de 002 037 054 041 201 118 1,000

volgend defiite?_De
geesteshouding waar.
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Geslacht

Cumulative
Frequency | Percent | Valid Percent | _Percent
Valid Man 124 761 761 761
Viouw 39 239 239 1000
Total 163 | 1000 1000
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Werkervaring

Cumulative
Frequency | Percent | Valid Percent | _Percent
Valid1-3jaar 23 141 141 X
3-6jaar 2 128 128 270
6-9jaar Ell 184 184 454
> 8 jaar 89 548 548 1000
Total 163 | 1000 1000
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Waar bent u werkzaam?

Cumulative
Frequency | Percent | Valid Percent | _Percent
Valid_ Bigfour 68 5 5 a7
accountantskantoor
Non-big four 73 448 448 865
accountantskantoor
Overheidbelastingdiznst 7 43 43 908
Bedrifsleven 15 2 2 1000
Total 163 | 1000 1000
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Watis uw hoogst afgeronde opleidingsniveau?

Cumulative
Frequency | Percent | Valid Percent | _Percent
Valid_Bachelor opleiding 2 258 258 %58
Universitaire opleiding a7 288 288 546
Nivia 45 278 278 2.2
Elders 2 178 178 1000
Total 163 | 1000 1000
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Bent u op de hoogte van de recente discussies m.b.. de
onafhankelijkheid v.

Cumulative
Frequency | Percent | Valid Percent | _Percent
Vaid Ja 161 558 558 558
Nee 2 12 12 1000
Total 163 | 1000 1000
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1ADe onafhankelijkheid van accountants wordt vergroot, door audit services en...

Cumulative
Frequency | Percent | Valid Percent | _Percent

Valid _Strongly disagree 2 74 74 0
Disagree 55 337 337 411
Neutral 2 153 153 564
Agree 64 393 393 957
strongly agree 7 43 43 1000
Total 163 | 1000 1000
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Het is een voordeel voor klanten, als accountants ook non-audit services as

Cumulative
Frequency | Percent | Valid Percent | _Percent

Valid _Strongly disagree 2 12 12 T2
Disagree 12 74 74 86
Neutral 12 74 74 160
Agree 107 655 656 816
strongly agree Ell 184 184 1000
Total 163 | 1000 1000
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De onafhankelijkheid van de accountants wordt vergroot, indien bedrijven ve...

Cumulative
Frequency | Percent | Valid Percent | _Percent

Valid _Strongly disagree 2 135 135 138
Disagree 4 282 282 a7
Neutral 2 141 141 558
Agree 66 405 405 963
strongly agree 6 37 37 1000
Total 163 | 1000 1000
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1AHet voorstel van de kamer is momenteel om de verplichte roulatie op 8

jaa
Cumulative
Frequency | Percent | Valid Percent | _Percent
Valid Na 4 jaar 18 10 10 10
Na 8 jaar 70 429 429 540
Na 12 jaar 40 25 25 785
Elders 35 28 28 1000
Total 163 | 1000 1000
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Naar aanleiding van de financiéle crisis, is het noodzakelijk dat der.

Cumulative
Frequency | Percent | Valid Percent | _Percent

Valid _Strongly disagree 24 147 147 147
Disagree 4 282 282 420
Neutral £ 22; 22; 656
Agree 48 294 294 951
strongly agree 8 49 49 1000
Total 163 | 1000 1000
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1BVan welke termiis de volgende definitie?_De geesteshouding waar

Cumulative
Frequency | Percent | Valid Percent | _Percent

Valid_ Onafankeljkheid in [ 301 301 301

opireden (in schijn)

Onafhankeljkheid in 69 423 423 724

wezen

Objecivteit 45 278 278 1000

Total 163 | 1000 1000
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Ais controller van onderneming X, A bezit geen aandelen van onderneming X.

Cumulative
Frequency | Percent | Valid Percent | _Percent
Valid_ Onamankelkheia s zzer 2 158 158 155
aangetast
Onafhankelijis nist 4 252 252 448
aangetast
Neutraal 12 74 74 521
Onafhankeljkheid is 72 442 442 963
aangetast
Onafhankeljkheid is 6 a7 a7 1000
zeker nist aangetast
Total 163 | 1000 1000
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Een partner van een accountantskantoor Q s lid van een beleggingsclub Y. C..

Cumulative
Frequency | Percent | Valid Percent | _Percent
Valid_ Onamankelkheia s zzer a7 268 268 288
aangetast
Onafhankelj is nist 4 454 454 742
aangetast
Neutraal 19 "7 "7 859
Onafhankeljkheid is 17 104 104 963
aangetast
Onafhankeljkheid is 6 a7 a7 1000
zeker nist aangetast
Total 163 | 1000 1000





image58.png
Onderneming T is bezig met een herkapitalisatie, hierdoor worden de bestaan...

Cumulative
Frequency | Percent | Valid Percent | _Percent
Vaid 0 1 g g [
Onafhankelijkheid is zssr 39 239 239 25
aangetast
Onafhankelijis nist 67 411 411 655
aangetast
Neutraal 3 202 202 859
Onafhankeljkheid is 19 " " 975
aangetast
Onafhankeljkheid is 4 28 28 1000
zeker nist aangetast
Total 163 | 1000 1000
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