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The effect of the firm operating characteristics and audit
characteristics on audit effort and its effect on firm value in Egypt

Abstract:

Purpose: Determining the effect of the firm operating characteristics and audit
characteristics on audit effort and its effect on firm value in Egypt.

Design/Methodology: The research sample was 64 non-financial firms listed on
the Egyptian Stock Exchange for 5 years (2015: 2019) with a total of 320
observations, to test three research hypotheses, the multiple regression model was
used in the first and second research hypothesis to test the effect of the firm
operating characteristics and audit characteristics on the audit effort. The simple
regression model was used in the third research hypothesis to test the effect of the
audit effort on the firm value. An additional analysis was performed; the multiple
regression model was used to determine the effect of a group of control variables
on the firm value under the relationship of the study.

Findings: it found that the period audit report average by the independent auditors
in the research sample was approximately 71 days, which is less than the three
months (90 days) provided for the terms of listing and delisting securities on the
Egyptian Stock Exchange. It found also, an increase in the audit effort (audit report
delay) with an increase in: The firm's financial leverage, loss, affiliation with a
high-tech industry, qualified opinion, and joint audit. Also, firm value (measured
by Tobin's Q and ROA) increases with a decrease in the audit effort (audit report
Accelerate). The results of the additional analysis indicated an increase in the firm
value (as measured by the Tobin's Q only) with a decrease in the audit effort.

Recommentions: Based on the findings, the research recommends the officials of
the Egyptian Stock Exchange the importance of keeping pace with global rules that
require gradual reductions in the dates for submitting annual financial reports from
90 days to 60 days, to increase the information usefulness.

Originality/Value: The research tries to reduce the research gap in the accounting
literature by testing the effect of the firm operating characteristics and the audit
characteristics — simultaneously - on the audit effort, in addition to testing the
effect of the audit effort on the firm value, which was not tested in the Egyptian
and Arab business environment - to the best of the author’s knowledge. The
findings of the research are expected to be of interest to regulatory agencies, policy
makers, investors, audit firms, and managers.

Keywords: Firm operating characteristics; Audit characteristics; Audit effort;
Audit report timing; Firm value
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