CHAPTER 3 T
RESEARCH METHODOLOGY (;
3.1  Introduction A
The determinants of audit quality in the public secter, particularly

municipalities, have been identified and discussed in the previous two chapters. This
iods

chapter discusses the measurement of the variables, resea

sample, data collection, data analysis, developing questionnai eWand pilot
]

study. é ' _\L}T
4 b
Y
{\T
dit@ attributes, and

ariables that influence
&L

ey

ibu(%g questionnaires to their

' population and

3.2 Measurement of Variables \,:
This study examines the audwﬁaacteristi

effectiveness of municipal interna%[rol as | Kde

audit quality in Palestinian r%
accountants and internal a% J i ludes questions covered all
the variables of the stt% ost ofithes ?U‘ESQ@S have been developed based on

’ N
the audit qualityw. Pri? \m adogwnd used most questions, as we can
2

see in tables nO\ d 3. i 'udyc}&ﬁfied some of these questions based on
¢
the context tinian muni 'intiES_./ he questions that related to the moderation
N
role of % re dev based=0n the literature, and used by the author in pilot
| Y .
study,aimed to examine the n@atlng roles of SAls on the relationship between the

a%’ lity and its determinants in Palestinian municipalities from the perception of
h

xternal auditors, in addition to examining and analyzing the annual audit reports

f Palestinian SAls that related to LGUs in the past 10 years (2011 to 2020).
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The following subsections discuss the measurements of the independent
variables and their dimensions, namely, the auditor characteristics W
independence, and competence); audit firm attributes (audit fees and aud@ue);
and effectiveness of municipal internal controls (internal audit, acco asis, and
laws and regulations); as well as measuring audit quality as a depe%nt variable by
examining specific audit quality attributes and measuring the effeCt of SAIs as a

s determinants.
NY.
| _@\T
ten@ree most

: Th@;racteristics

icipalities. These

moderator variable on the relationship between audit quali

3.2.1 Measurement of Auditor Characteristics
This section discusses auditor ethics, ind

important characteristics that external auditors

represent the main constructs that cawae

characteristics are applicable for in aI ud|

audit firms themselves. ‘%
32.1.1  Auditor E%z '

The previous ter has ls
pm@é"and public sectors. Ethics serves as a

@bof an audit team and

£

t augwethlcs has a significant effect on the

quality of audit,engageme

/?2

i
¢
driver and b the audito (ﬁn(&‘;{)and it enables the auditor to know right or

wrong aeti lvinfet al 17; E:L}tt et al., 2012; Herda & Martin, 2016; Ismail et

f@; ﬁ

al., 1 Jonnergard et al., @ Kusumawati & Syamsuddin 2018; Reheul et al.,

zaee et al., 2016; Sweeney et al., 2010).

47

This study adopted some attributes of audit quality which they were used by

(/

any researchers as Boon et al. (2008) to measure the effect of auditor ethics on audit

quality. These attributes include (1) compliance of audit firm with due care as general
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audit standard; (2) audit firm commitment to quality; and (3) individual team member

characteristics (ethical standards). T

The questionnaire contains two items for the attribute of * compha@audlt
firm with due care as general audit standard” as: (1) the overall reput the audit

firm; and (2) the audit team members as a group always exercise duey¢are throughout

the engagement. And three questions are under the “audit firmy’commitment to
p

quality” attribute: (3) the audit firm has strict guideline rol:edures; (4) the

t
raini gwm client
"X

ement/ inv ig'ti@efore

audit firm actively encourages staff members to ta

industry; and (5) the audit firm conducts a pre-

accepting the new client. In addition to these

s, t% gean~ question

ical &ds, such as

d@) al courage.

4’;/}

3.2.1.2 Auditor Independ

As discussed in Chapter 2, m1 Ies h ound that audit quality and
professional value de auditor in pehd . Auditor independence has a
5 F &
positive effect on lNQuallt an le &_to better audit report (Bouhawia, M.
Irianto, & Baridwan, 15, Olldqz{erldlstla & Agustin 2019; Ismail et al.,
2019; Knec Eg‘?@e Octavia wfdoej?ms)
T adopt e aud@ independence attributes and items which they

X .
wer d by many resear@ as Boon et al. (2008), namely (1) audit firm

c ce with independence as a general audit standard; (2) audit firm maintains
6 ness of perspective; and (3) audit firm maintains skeptical attitude.

The questionnaire contains three items related to the attribute of “audit firm

compliance with independence as general audit standard”: (1) the percentage of the
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audit fee from the client to total audit fee revenue of the audit firm is not material; (2)
the audit firm and audit team members never, in fact or appearance, take an

that would jeopardize their independence; and (3) the audit firm that is doﬁ%\wudit
gives non-audit services to the client. Two items are related to the aﬂl& of “audit
firm maintains freshness of perspective”: (4) the audit firm has W audit staff
turnover rate; and (5) members of the audit team are rotated omular basis. One

item under “audit firm maintains skeptical attitude” is (6) Zit ﬁ]m has a skeptic

attitude, not an advocate of the client. .\d
X
é | &
4 X

3.2.1.3 Auditor Competence N
z SN\ X

Auditor competence is the main faw au (Re et al. 2016;

Dickins et al., 2018). Archival reseawasts that abdi qua@(is increased with

expertise because the likelihood o@sovering\b&sﬁ in
za% Bozs:

p\ ancial statements is
N

higher (Alareeni, 2019; Chris smail 1., 2019; Minutti-Meza,

al., 4). The auditor's judgment

2013; Reheul et al., 2017, Ma:l &
improves by years of %zxperie e as ;'ob@s a greater knowledge base and

'3

better ability to det Pq'&esserlt:\nfq: atigwmnett, 1996; Reheul et al., 2017).

Auditor campetence 'ny at{-r%dtes that can directly or indirectly affect

=

@
audit qualit %exa le or’et@}l. (2008) listed the following attributes: (1)
étv N
auditor’% iencel” wit }he d@t (municipality) under audit; (2) auditor’s
e

exp with the industry Us); and (3) auditor's knowledge to conduct a
o
f%kl audit in accordance with accounting and auditing standards.
The questionnaire contains two questions concern the “experience of the auditor
ith the industry (LGUs)”: (1) the audit team (partner, manager, and supervisor) who

is in charge of the audit is quite experienced about the sector; and (2) other local
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council audit clients are audited by the audit firm that is conducting the audit. To
measure the “auditor's knowledge to conduct a financial audit”, the questiw
includes five items: (3) the engagement auditors are quite informed abm(%bnting
and auditing standards, and they have passed professional exams suchﬁ&A; (4) the
audit team members as a whole have a good understanding of Wnicipality’s
operations; (5) in completing the audit, the audit firm ma esNderable use of
computers and statistical methodologies; (6) the audit fi &e.

S t'me budgets for

each audit area and expects its employees to stick to themgand ( tW]umber of

hours that the audit team spent on the audit. é ' .\C—}
&

Y" N \/‘Z~
3.2.2 Audit Firm Attributes \, é\v.
There are many audit firm attrib\%ainﬂuenc t q@. This study only

selects two attributes, namely audit@)and aw : p@ause they are directly

related to the audit firm. Ot

overlap with the auditor chaiicte ic

3221 Audit F l
As explained meySecti \Qll nﬁ%ﬁ’studies have found that audit fees are
determine@t de an‘d f aJdiKs:éR/ices, auditor supply for audit services, and
.

N
other el% n the’con }of th@ﬁdit profession (Carson et al., 2013; Francis &

| X | |
Yu, . Geiger & Rama, @ In the public sector, audit fees also vary by the
a%\m's market positioning and legislation (Yebba & Elder, 2019). The actual
udit g

uality and higher perceived audit quality in the public sector are associated with

Ly

dence and competence,

igher audit effort and specialist audit fee premiums (Hardies et al., 2015).
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The questionnaire includes two questions related with the audit fees as an

attribute of audit quality: (1) the average amount of audit fees paid in preV|ou

and (2) the amount of audit fees related with the auditor efforts @udlt

engagement.
3.2.2.2  Audit Firm Size \,

As explained in Section 2.5.2.2, most research have SZ pos'tlve association

between audit firm size and audit quality, but a few hav (Alaree ) Elder et

al. (2015) found a positive relationship between @m size an uc't &Qalty in

municipalities and other municipal organizatlo

Boon et al. (2008) measured audit fi SIZ

firm size, and (2) the tendency of th mm t

than centralized offices. The ToR f ernal u?jﬂ\hggsu

certain number of professional%udltﬂeam r each@s of municipality (Table
&
fo

3.1). The number of professi %ENI
Table % ber of,Prof s‘w Tgthe Audit Team

Iowm@:gs (1) audit
cen@&ed offices rather

o

l‘\\' &m"lmpallty classification

Audltor&\bglt n Village
V f&/ B C council

Audit mana P 9 1 1 1
Senior a 6“) l S) \(J 2 1 1 0
Assist tor E) {\ 4 2 1 1
Infor %syste ditﬁrk‘i" 1 1 0 0

A Total & 7 5 3 2

Source: ToR of Hiring Auditor in LGUs

0 Based on Boon et al. (2008) and the ToR of external auditing in Palestinian

municipalities, the questionnaire includes two items to measure firm size: the first

question related to the increase in the number (from 2 to 7) of professionals in the

132



audit team increases the audit quality. The second question related to effect of size of

audit firm on audit quality; international Big 4 and small local companies. T

Strong internal control improves the financial reporting system‘and enables it to

3.2.3 Effectiveness of Municipal Internal Controls

issue higher quality pre-audited financial statements. Such fnm tatements help
ag, 20}4)

In the subsequent subsections, the study discusses*how to w selected

the auditor to provide high quality audit service (DeFond

three dimensions of the effectiveness of municipal al control r‘e@ernal
audit, accounting basis, and laws and regulatlo \/T
(\/: °'\ {T
3.23.1 Internal Audit é
Section 2.5.5.2.1 has dlscuss |m or %ﬁh inférmal audit function for

an effective internal control, %rect and dlrectti.?nfluences audit quality.
M

a@llty assurance function that

Sari et al. (2019) revealed&}terrr %
minimizes the risk of@j d impr ;J dit quatity. IESBA-IFAC (2018) stated
that the external auditor, durlnj:;\;ud progymust comply with the requirements

of ISA 610 on tern @hdltors. Accordingly, the questionnaire

¢
includes tw &)onst mea re{heef}f ct of internal audit on audit quality: (1) the
nature a%% of int dit (e&loyees outsources, or audit committee) in the
mu ity affect the audit q@ﬁty, and (2) external auditors work together with

i audltors increase the audit quality. These items were used by Boon et al.

6 8) to measure field work conduct as audit quality attributes.
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3.2.3.2 Accounting Basis

As discussed in Section 2.5.5.2.2, Between two types of audit gove
marketplaces, the nature of the auditing services may vary: uniform G@rual-
basis accounting) and multiple accounting bases, such as cash basis; ified cash
basis, modified accrual basis, and accrual basis (Yebba & Elder, 2019). Accordingly,
the guestionnaire includes three questions to measure the effect Nunting basis on
audit quality: (1) the accounting basis used in the munic Y:cc')unting system;

(2) transition from cash basis to accrual basis improves elev cWLability of
the financial statements; and (3) accrual basis @the auditor to ‘n@vshis
efforts in the auditing process. £ \Y
NENE
3.2.3.3 Laws and Regulations \% é
Section 2.5.5.2.3 proposes tr@s lawfu \Tl(%m }Qﬁ‘as a critical effect on

N
audit quality (Alareeni, 2019).%%"@/ in AP-QQ::?ated state (Michigan) is
higher because the reporti }ﬁrorlw i tror‘l% ith these regulations. The

regulations also requ% list auditor; ‘\‘Nho@ve practical experience in the
4
, 201 ¢

applicable regulati (Yebbal nd any violation of the laws and

regulations by @eq i 'audit communicate with the audit committee
¢
and the ap &@ level of an(ge@;a Accordingly, the questionnaire includes

>

three q

; : N o .
tio 1) the e nce eé\approprlate laws and regulations increase audit
X

quam the commitment o@’client with the laws and regulations enhances audit

q Xand (3) the commitment of the auditors to investigate the client’s compliance

& applicable laws and regulation increases audit quality.
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3.2.4 Supreme Audit Institutions (SAIS)

As discussed in the section 2.5.4 in the previous chapter, the main purpos?ﬂle
(SAls) is to oversee the management of public funds and the quality and @ty of
the reported financial information of government entities (Hay & y, 2018).
Accordingly, the external auditors may consider the SAIs’ repo?i? their audit
engagement in the municipalities. And the financial managers shoul@also consider the
role of the SAIs, which encourage and support the mana Tﬂr municipalities
to adhere to applicable laws and regulations, particu in sele e‘ external
auditors. This is lead to examine and measure the t of the SAls pn@aud
quality. \Y

The study uses primary and seconda ources t easwre the,@gt.of SAls on

the relationships between audit qu&ﬁ) the ch o d@uality attributes.

Secondary data were collected man fro the ;Qa , interim, and special

N
reports from year 2006 to 2029% reports a? ayaﬂa(é?on the FACB’s website

(https://www.saach.ps/Bru tsT Al xRFg bic). The investigation also
él

looked at some mforr‘% at the

reports are conflde I and ni) e to general public. However, some of

oL through the GDCG, but these
them were obta d her thro |rect contact with select municipalities.
Primary daf; I be gathe d#rociqhe municipalities' internal auditors and
accountant

thre@emlc experts in a@uallty from the Arabic American University in

‘% . The respondents have answered the questionnaire in a pilot test. The results
a

izinga que ?nnalr& he questionnaire items have been examined by

0 ted the internal consistency of the items (Cronbach’s a = 0.777).
The questions related to the effect of SAls on audit quality and its determinants

in order to know: (1) whether the municipality has been audited by SAls and when the
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https://www.saacb.ps/BruRptsTestSAACB/IndexRPTArabic

last audit; (2) whether the audit of SAls influences the quality of the audit team

characteristics and the audit firm attributes (commitment to professionalw,
r the

independence, competence, fairness of audit fees, and audit firm size); (3)@

audit of SAls increases the effectiveness of the municipal interna | factors
(internal audit, accounting basis, and laws and regulations); and (4) whether the audit

of SAls improves audit quality. \,

325 Audit Quality \d
X
Audit quality is characterized by a variety uality attri ei @pply
primarily to the audit firm and the audit tee?; ne{ udit\e&;'agement
(Schroeder et al., 1986). The study ex% thre@\ categories &dit quality
attributes (auditor’s characteristics, wi attribu nd é‘ﬁttiveness of the

internal control), which collectiv%etermin\h& % gﬁ“audit quality in the

N
municipalities. Also, the studyés thrf‘effe eachét?ribute and its constructs

on audit quality as perc 'm tr C ntantsg%d internal auditors in the
municipalities throug)@Cing online the due@annaire. Also, this questionnaire
4 2

N

includes eight questiens relate(i re a uality as dependent variable of the

study. These questio hi i 'ans@ﬁd by accountant and internal auditors in

¢

the municip ﬁ@‘u order to k V\;how ey see the audit quality in the municipality.
% N

The study considers ghe_role of th Is as assistant and moderator variable on the

R 5

relau'g&p etween the audit q@my and the audit quality attributes. Accordingly, the
N

a%\mlity as dependent variable will be measured by direct questions to the
C

Q untants and internal auditor, and the questions related to the audit quality
tributes, the existence and the weakness and the strongest of effect of these attributes

will determine the level of the audit quality in the municipality
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Table 3.2 shows the main categories, subcategories of audit quality attributes,

the items, and their sources, most of these resources are cited by Butcher et al.w,

and the other sources are cited from various sources as appeared in the Ta@

Table 3.2: Audit Quality Attributes, Dimensions and their codes,

an%urces

Category Subcategory Code Items Source
Ethics (ET) ET1 The overall reputation of the audi hroeder et al.,
firm is positive V1986), Carcello et
al. (1992), Chen et
al. (2001)

ET2  The audit team members a 0 Idhizer et al.
always exercise due care ughoeut (1995), Sucher et
the engagement %8), Chen et

ar~2001)

ET3 The audit firm has t guidelines on hroede EI'
the procedures that completed 9’6)@1 etal.
before signing it report (2001

ET4  The audit firm,actively encourfig Schro%ér etal.
staff members'tota COUW ( , Carcello et
attend seminars‘in fields e § 1992)
firm h jor glients

ET5 Thes tors nior 4« avis (1995)

a taff O
ET6 Thee ment audito intain Carcello et al.
igh ethical s —\ (1992), Davis
A (1995), Behn et al.
Py c.} (1999), Pandit
Q- (1999)
Auditor Carcello et al.

characteristics

q
Independence & he auditfi a skeptic’s mindset,
(IN) not @ eli \vocate's;mindset.
)INZ ﬁ fé&ss than 10% of the
&\ Q evenu§ e audit firm
\ The audi

rm and individual audit
mbers never participate in any

t
¢ ’tga
copiduct that might undermine its/their
i endence, either in fact or in

earance, in any of your contact
ith them

4\, The audit firm performing the audit
S does not provide consultancy services
to the municipality
IN5  The audit firm has a high audit staff
turnover rate
IN6  Members of the audit team are cycled

off the audit on a regular basis.

(1992), Behn et al.
(1999), Pandit
(1999), Chen et al.
(2001)

Schroeder et al.
(1986), Carcello et
al. (1992), Chen et
al. (2001)

Behn et al. (1999)

Carcello et al.
(1992), Chen et al.
(2001)

Chen et al. (2001)

Schroeder et al.
(1986), Carcello et
al. (1992), Chen et
al. (2001)

137



Table 3.2, continued

Category Subcategory Code Items Sourc
Competence CM1  The audit team assigned to the ~ Carcello et al. %EES'

(CM) audit engagement (partner, Behn et al.%
manager, and supervisor) is Pandit (199 en et
well educated on local al. (2

government units
CM2  Other municipalities are audit Carcello etval. (1992),
clients of the auditor that is Aldhi t al. (1995),
conducting the audit
vis (1995), Behn et
al. (1999),
Pan'iit (1999)
as professional certi
such as the CPA.
CM4  The audit team mgmbers as'a izeretal. ( ),
retal. t%??)s
et I..@ )

whole have a goo
rcell e‘g. (1992),
Pandi\%zQ), Chen et
)

CM3  The auditors assigned to the
engagement have extensive
understanding of accounti
and auditing standards, a

CM5  Incomple

and stati i
CM6 ac% i
t that the audit fi

its auditors tms%ilgtt
total nu %

i udit te

understandin
al.

rcello et al. (1992),
ants ndit (1999), Chen et
al. (2001)

@ Aldhizer et al. (1995)

ing of fi

t report date)
Audit firm ount dit Hardies et al. (2015)
attributes id injthe pr Ing years

es is
a@e of the
Jig r@u it
\ to acEJ audit quality external audit in
| Palestinian
% ‘P2 .9 municipalities
ARES2 (‘19 legal form of the audit firm  Boon et al. (2008)
A) internal audit function in the IESBA-IFAC (2018)
V' municipality
\i@ External auditors work closely ~ Boon et al. (2008)
Internal
(10) (AB) the municipality’s accounting (2019); Ademola et al.
0 system (2019)

e e
Audit 'Ne 1FS\H1e suit%ﬂﬁmber of Boon et al. (2008)
(AF rofessionals in the audit team  study and ToR of
d its size affect audit quality
: IA1 “<_The nature and type of the Sari et al. (2019),
\ with internal auditors
Accounting basis  AB1  The accounting basis used in Yebba and Elder
AB2  The transition from cash basis Ademola et al. (2019);

to accrual basis improves the Dewi et al. (2019)
relevance and reliability of the
financial statements
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Table 3.2, continued

Category Subcategory Code Items Sourc
AB3  Accrual basis requires the
auditor to increase his efforts in \
the auditing process
Laws and LR1  The existence of appropriate Alareeni (2019);
regulations (LR) laws and regulations increases Yen% der
the audit quality (2019)
LR2  The commitment of the client Elder
to the laws and regulations (2019)
enhances audit quality
LR3  The commitment of the VA—IFAC (2018)
auditors with the investigatio
of client’s adherence wi
applicable laws and regu '
increases audit quali
Supreme Auditor SAI1  The SAls audit affec IW Zhang
audit characteristics municipal administration (20 de
institutions order to choose a (Rab |aI' et @;&;2)
(SAI) reputation audi high _\
professional et 2 Y*
SAI2  The SAls auti affect }\ (Rabai?\\.ét al. (2022)
municipal ad i

&
Effectiveness E&I?
municipal
internal controls

\Ihe SAI;%

ordepto

istration’
we an ir%rpe t
i d

it affects the
unici&eu ministration in
orderto\ oose an audit firm

' wi dit fees are reasonable

" and-fair.

SAls audit affects the
unicipal administration in
order to choose a large-size
audit firm such as the Big 4

The SAls audit affects the
municipal administration in
order to establish an internal
audit unit in the municipality,
and works to increase its
efficiency and effectiveness

N

(Rabaiah et al. (2022)

(Rabaiah et al. (2022)

Hay and Cordery
(2018b) and (Rabaiah,
H. I. A., Hanefah, M.
M., Masruki, R., &
Jamil, 2022)

Octavia and Widodo
(2015) and
(Rabaiah et al. (2022)
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Table 3.2, continued

Category Subcategory Code Items Sourc

SAI8  The SAls audit affects the (Rabaiah et al. (202
municipal administration in \
order to adopt the accrual basis
of accounting

SAI9  The SAls audit affects the (Rabaiah et al. (2022)
municipal administration in
order to comply with the q
applicable laws and regulationN

Audit quality SAI10  The audit team always relies abaiah etal. (2022)

the reports and findings eq
SAls audit in the audit l
engagement proces

SAI11  The SAls audit supports (Mt.al QWZ)
increases the qua

external audit in

\ Y
ethex an itor @Egiscover and

report an error or fraud in the financia& Femawts in the repé%ome items were
adapted from Boon et al. (2008) to e%ine the \onsv/e ;@fthe auditors towards
N

% accounta

municipalities. The audit g Iit\ﬂbms r

audit quality as perceived wand ernal auditors of the

in T% 3.3.
(. . .
S Q Questionnaire

Tabl dit [
QENRL
Code Survey ltems, . Cy Source
AQ1l Audit quality dete Nports the ma?ﬁl errors@' DeAngelo (1981)
fraud in the client’s ncial st en («,
AQ2  Audit quality d% repo irial v@kﬂess of  DeAngelo (1981)
the internal (_?
AQ3  The audit fir e &di@ deadline Schroeder et al. (1986), Carcello et al.
stipulate (1992), Davis (1995), Pandit (1999)
AQ4  The audit |tte;@§he council Schroeder et al. (1986), Carcello et al.
com i (1992), Behn et al. (1999)
The"audit'team and the council's ma@;ment Schroeder et al. (1986), Carcello et al.
AQ5 icate often C-) (1992), Davis (1995), Pandit (1999), Chen
N etal. (2001)
Nhout the year, the audit firm keeps the council Carcello et al. (1992), Davis (1995), Chen
A gement informed about accounting and financial et al. (2001)
e

porting developments that have an impact on the council
A uring the audit, the audit engagement partner and
manager conduct numerous visits to the council
The auditor adds benefits to the municipality by generating

useful improvement ideas

Carcello et al. (1992), Davis (1995),
Pandit (1999)
Davis (1995), Sucher et al. (1998)
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3.3  Pilot Study

As discussed in the previous sections, all questions in the survey related ?&1
quality and audit quality determinants have been used in many prior stu e\r the
last two decades to examine auditors, preparers, and users' perceptlons‘ﬂNlt quality

and its determinants as is shown in table 3.2. Accordingly, all the dy’s questions

"1

which related to measurement of the audit quality and its eter inants were used
many times by many researchers in the prior studies w X ude from the pilot

study. The pilot study looks into the new 11 questions Intthe study s hat alm to
examine the moderating effect of SAls on the reh’t@ﬁ between |’ q‘l.k and
its determinants that were chosen by this study Y‘

\audu,@ﬁ.ty literature
to assess the impact of SAls on e@nsmn 0 t qt@y attributes. The

questionnaire was reviewed by th@perlenc %e |<;§Ah‘1 audit quality from
\

Arab American University m%ne OXAU a/vho vided suggestions and
\Vthe

recommendations that im l nalre's$alue The questionnaire is
divided into two sect )zflrst séctio dII demographic information from

The pilot study created a questionnaike, sunvey

i’

respondents, while ﬁKseconci |nclu a series of closed-ended questions
using a five-point Likert ty, out mpact of SAls as a moderator variable

on the link eGV@t aud qual ﬁ 6 actors such as auditor characteristics, audit
firm at ndf e I control in Palestinian municipalities. The
queg@lre contains 11 qK ns four of which are about the dimensions of

a ethlcs, independence, and competence. 2 questions about the dimensions of

:h udit firms' audit fees and audit firm size, 3 questions about the dimensions of the

ectiveness of internal control, and 2 questions about the effect of SAIs on total

audit quality.
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The questionnaire was sent to 210 external auditors in Palestine who have
practical experience in external auditing and email addresses in the profe I
organization (PACPA). The data was collected using online suw@vare.
Respondents completed 78 valid surveys in total. According SP are for
statistics, that 59 percent of all responses coming from auditors overWe of 50, this
group accounted for the majority of responses. Male auditors mad the majority of
those who took part in this study (95 percent). The maj Y:Jr"ey respondents

(69.2%) held the position of audit firm partners, had nw auditing

]
experience of more than 15 years (73.1 percent). Fu ore, the par ci')a.r@ave a
high level of accounting education: 6 have P ha% deg@;@, and 39
org t T

have bachelor's degrees, accounting foW ha? of participants.
Additionally, more than 69% of%articipants e @%rience auditing
in't

municipalities and are familiar with{the function % @ municipalities. This
N

indicates that the survey's findi%/ be ﬁ’ustw thy a({’néﬁélpful in examining how
h&n a’ itquality a‘n% audit quality determinants

'S

2 s

se’ N cted G;%onnaires of the pilot study, which
as

ased(ibl%fne Cronbach Alpha, and it will be 0.67,

SAls affect the relationshi

that was selected for t

The participants,fille

had an internal gonsiStency
'\ R o

0.706, 0.73 77 based the (ir_g ach Alpha if the following variables are

N
deleted: auditowcharaCteri ; auditfirm attributes, internal control effectiveness, and

X
audj‘g&ty. respectively as t e@ble: 3.4 shows.

3
N
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Table 3.4: The Reliability of Respondents and the Descriptive Analysis

Std Cro 'S
The Variables of the study N Mean d L alpha iffydtem

eviation

,&& ed

The Effect of SAls on Auditor .o 4g010 91998 % 670
Characteristics
The_Effect of SAls on Audit Firm 78 32564 87810 A 706
Attributes
The Effect of SAls on Effectiveness of
Internal Control 78 3.9060 .56573 .730
The Effect of SAls on Audit Quality 78 3.7885 .727&N 770

ST&PSS 27 software
the s% the pilot

question is d tid,‘ad\)imwn

Furthermore, the Cronbach Alpha of all questi
study was 0.884, and it will not be less than 0.856 if

in Table 3.5. This means that the survey questi of piI?t tudy are hQuabIe for
Y

investigating the effect of SAls on the reIatithip

attributes: auditor characteristics, aud

internal control.

Table 3.5: Reliability of Res

it fi \(
\
c?an&the

but

N

LAY -
|pt|@tatlst|cs - Dimensions

}n. audit%g@]ity and its

- V4
&V Cronbach's
TheStudyvariablesdimensiorv 'Cod N @Iean S. alpha if
Deviation  item
l 0’ deleted
The SAIs and choosing of d
reputation  auditor ith a i All 3.85 1.106 .856
professional ethics ‘K | 5
The SAls and choosing nin
auditor either inZ’:Wan appe S'Ltr_zf 8 385 94 863
The SAls and ng | of
professional etepce auditor @ 13 8 382 1.029 862
The SAls osing of & highWsale 78 369 984 865
qualified ssion eam.
The SAls%an oosing of an audit fl?ﬁ SAI5 78 350 1016 866
whos fees are reasonable an%E :
The _Is d choosmg of a large-size SAI6 78 301 1.000 883
auditfirmysuch as the Big 4
T, nd establishing an internal audit
nithin the municipality, and works to  SAI7 78 3.78 167 .875
inCrease its efficiency and effectiveness
SAls audit affects the municipal
administration in order to adopt the SAI8 78 3.78 .847 .884

accrual basis of accounting.
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Table 3.5, continued

bach's

The Study variables dimensions Code N Mean Std'. . al . it
Deviation \ item

deleted

applicable laws and regulations.
The audit team always relies on the reports

The SAIs and complying with the SAI9 78 415 204 3 3 884

and findings of the SAIs audit in the audit SAI10 78 3.51 936 .886
engagement process.

The SAls audit supports and increases the w
quality of the external audit in general. SAILL 78 4.06 h76~ 880

o%e: SPSS 27 Software

The pilot study found that auditing SAls modera thylirwgen‘z@ydit

N
quality and audit quality attributes of auditor cha istics, audit fi allrih&@s, and

effectiveness of municipal internal control, as s in tal s, 3.4and 3.5
Vap &

3.4  Research Design and Measur&% é
The study uses the quantita%wetho@%tge @ the effect of audit
quality attributes on audit qual%me'v‘gd by ce‘our@f‘ts) and internal auditors in
Palestinian municipalities. ?t subsection disc@‘le sample selection and data
collection procedures, % ysis, a ;JF'SZQ aire development.

@

N
34.1 Sample% nan ?olle@}% Procedures

¢
The o:wiag subsectio cﬁ'sc(s_s/ the population and sampling procedure, as
N
well asQa} colleéti chniquéused in the study.
3
S
3.4 Research Population

The study seeks to determine the effect of audit quality attributes on audit
uality from the perspective of the accountants and internal auditors of Palestinian
municipalities. Therefore, the population is all accountants and internal auditors who
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work in the Palestinian municipalities in the West Bank and Gaza Strip, and their
tasks include preparing financial statements, participating in the tendering ﬁ?s
and appointing auditors in accordance with the MOLG’s regulations. T%\ering
process aims to select the best auditor who can provide high au lity with
reasonable audit fees. The bidders are required to provide two separaYo.Hers, one for
technical attributes and another for financial details (audit fees Nccountants and
internal auditors always participate in studying and evalu t fffers (technical

and financial) because they are supposed to be knowle le an ew the audit

"AX
quality attributes, so that they can effectively evalu@@qualit of au itfe@ that
provided by the external auditors. \f \Y

ani ;io

The MOLG has standardized the na\ structure té\ga::h class of

municipalities to be guidelines fo%)nanagem 4 CI@kA and class B

municipalities must have a finance tment.

sections: accounting, budgeting%ern
\d &
n thQ}tze of operations of each

has more than one emeiee, ep} %
municipality. For exar% finance de rtnﬁenb’n Ramallah municipality has 26

?\is 9{ ment there are three

N
fice@O). Each section always

'3

&y
employees who CO\thf rerlt in ﬁmial activities (Municipality, 2018).
ence

The targeted regpondents a ' @d key personnel in each section of the
¢
finance dep &a ’ (j‘)
& o e 1 o
T% shows .thestotal nuqi?er of municipalities in Palestine at the end of
saly

s o
202 he number of mum@u‘ues in each class.

\? Table 3.6: Number of Municipalities in Palestine and in Each Class
\ Class Total

Description A B C
est Bank 10 27 93 130
Gaza 5 20 - 25
Palestine total 15 47 93 155

Source: Author
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Class A municipality always represents the center of the governorate. The
classification of Gaza Strip municipalities is not formal, but there avve
governorates, which means that there are five municipalities in class A. @\j& and
population of the remaining municipalities qualify them to be in class“B™Hhis study is
interested in the perspective of the main accountants and internmtors of the

municipalities. Table 3.7 shows the position and distribution of thenain accountants

and internal auditors in each class of municipality. z '
Table 3.7: Positions of the Main Accountants in Ea Iass'of FW"Q(-(-.
Positi Secti Class C}
osition ecti A C =
Chief accountant Accounti 14 wd_/ 1 \/‘T
Revenue accountant Accounting \

Expenditure accountant unting
Budget accountant et

Main internal auditor \%rnal
Total .,
<)

>

$ Source: Author
The research population\wm b i d by{gféing the number of main

accountants and interrggr: in elh classla

lie;

09 ma&accountants and internal auditors across

7

Itiplying this number with the

number of municipalities in eaci

Table 3.8@1att

.9

all municipaliti alestine.

4 D.g)?ble 3.'8‘;\Research Population
0

Class ,~' A B C  Total

untants and internakauditors 5 3 1 9
\Municipanties 15 47 93 155
Total employees 75 141 93 309

QE Source: Author
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3.4.1.2 Sample Selection

As discussed in above section the study population is 309 accountawmd
internal auditors across 155 municipalities in the West Bank and Gaz{%&This
study does not use any systematic sampling technique because the p ion will be
the respondents. According Acharya et al. (2013), the best strateany research
study is to investigate the problem across the entire population, andwother researchers
used the total population in their empirical studies for (Y(: mar and Bakri

(2019) and Raymond and Désiré (2019). Accordingly, sam eWudy is all

L
main accountants and internal auditors who ha n‘nc_{—}n the
preparation of the financial statements and in ¢ Wlth\)yé'external

auditors of the municipalities. Potentia

accountants, and internal auditors. Thwatial respo

a position that enables them to resp@Sﬁective\*&h q §.@hnaire. Therefore, the
N

l\nto 0 ca@%aries: first, there were

ts a %nsidered to be in
O

characteristics that were loo fell

characteristics of the respo huc:r ation% der, age, level of education,
and work experience; »there were arbc@tics of the audit process in the
“

g %
municipalities, suchﬁqunicui \la S, au '(Iees, accounting basis, the number of

in the external w m, i 'uditctﬁtfmber, last year's audit report type, last
¢
year's the wlity s auditeds anej?st year's SAls audit. These characteristics
% NN
of the abili ,of th@pondents to answer the questionnaire.

sho&% c},‘i"
D \

The Study Instrument
Q In social sciences research, data are collected from primary and secondary
ources. This study used the annual and interim reports of Palestinian SAIs to collect
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relevant data that enable the examination of the moderation role of SAls between

audit quality and its attributes. Yv
The best way to gather other forms of information, such as@yee's

perceptions and attitudes, is to speak with them, observe events, peopl€; objects,
or ask them questions. Primary data are those that were gathereme real site.

Additionally, the individual focus groups, panels of respondents that the researcher

specifically created and from which opinions may occasi e S('ught on certain

ces ( anZ). The
B
o Ay
objective of this study is to measure the percept f accaunt ﬁn&‘-rg ernal
auditors in Palestinian municipalities on ex qualitf i det{?ﬁ?nants by

ter \
using an electronic questionnaire to collect pgima data'\fro eres ents.

This study collects data throug Ine_Survey. Thi eth@% confidential and

promotes honest responses. It is aIWely use \%it @ch, especially during

N
the movement restrictions due%ovicfilg p miao:.&ccording to Smith et al.
&
ISt oper

(2005), the advantage of th h& melv alize definitions of concepts
e

that reflect the streng% itudes, perce iohs@ws, and opinions. Al-Dhubaibi
4
s.have bee

“
n L(s(;(f by other researchers, e.g., Kassem

(2020) reported tKine surr %

(2018). And th\hl et us@ﬁe Survey Monkey website to gather
¢

information %cepti ns of&udit %I' y in France among auditors and financial

subjects, or other discrete sources are primary data

NN
statement preparers. JBeca ?this@h collection technique promotes sincerity and

conu@lity, the respondenw give more objective answers. In this study, online

S IS more suitable because Gaza Strip is closed due to the Israeli occupation, and

Iling to it from the West Bank is difficult and requires a special permission from

ﬁ
e Israeli occupants.
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The questionnaire uses close-ended questions to obtain clear answers and
encourage respondents to provide objective answers. Close-ended questions s?'ﬂe
respondents’ time, easier to answer, increase the likelihood that the @ will
answer the questions. A

The questionnaire includes 31 questions related to eight mostymportant audit
quality attributes (auditor ethics, independence, competenc Mees, audit firm
size, internal audit, accounting basis, and laws and regu QX.

Also, there are 11

external

audit quality. | .S
Each questionnaire contains the senten respons anQQ/ ous and

will be used for research purposes only, aﬁd\th} esu

presented in aggregate form. This st enE)gives the

responding to the survey. Moreover(tjwuestion\re\igcl e;e:}statement of belief to
N
measure the perception of the a%nts amj intepnal augo@s of the audit objectives,

auditor responsibilities an miesl IeveQ}assurance provided by the

auditors to the user finantial atéme@. The questionnaire aids the
2 ¢ &
achievement of th %rc o‘) M orgel, it allows determining the relative
&u

importance of ibut quadb&’and comparison between the attributes

questions related to the moderating role of SAls and estions relate

o)

ond@ ore freedom in

i
¢
according to tgﬂr)elati impdttarice. T(ﬁz questionnaire also helps to determine how

NN
prefere% ttachied to }oecifi@tribute. All items are measured by using a five-
r‘&:rt scale, ranging ro};' “strongly disagree” (1) to “strongly agree” (5).

poi
Ments are asked to choose a number that identifies their level of agreement or

d reement with each statement.
The questionnaire contains four sections. The first section covers the profile of

the respondents and the audit process in the municipalities. The second section covers
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all the audit quality determinants chosen for this study. The third section covers the

effect of the SAIls on the relationship between audit quality attributes an

quality. The fourth section covers the evaluation of audit quality as tu@ether

errors and fraud in the client’s financial statements and weaknesﬂ&e client’s
internal control system are discovered and reported in the audit%port, and the

responsiveness of the auditors towards audit quality as perceived By the accountants

4.

3.4.2 Data Analysis [ _\c}
According to previous studies, confirma or an d IRﬁle linear

and internal auditors.

regression are commonly used to analyze e collect da In thi dy, the data
analyzed by using SmartPLS 3. Acco@arstedt e (20:@‘1%8 provides the
best estimation of composne hlle a q:‘@'y allowing for the

N
approximation, with wrtually%tatlo s, of emmg}c.?actor models involving
effect indicators. Regardle oNhetT easn@nt models are reflective or
t;th little b i

formative, PLS estim » Hair et al. (2017) encouraged

social sciences res agKrs to l' LS ause it is a newer, more powerful,
gx@b

and often more stati od. O
l (./
There e ob ctlve n&atta} lysis (Sekaran, 2003): (1) getting a feel for
the dat 2 ing the.go ss ofedata, and (3) testing the hypotheses developed for

3

ch The following mlgfectlons explain the confirmatory factor analysis,

regression analysis, and Smart PLS 3.
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34.21 Confirmatory Factor Analysis

Through the use of factor analysis, a researcher can utilize fewer varia
represent a given construct and then use the factor scores as depende@}bles.
Fewer elements are required to fully depict the variable matrix the osely the
variables are related (Neil 2012). Y~

Consistent with previous research (e.g., Carcello et al., QMhn et al., 1997,

Saxby et al., 2004; Butcher et al., 2013; Anis, 2014), facto lysis islused to “reduce

a large number of attributes to a smaller set of composit pongnt: ello et al.,
g
1992). The real advantage of factor analysis is that i researcher 0'( ﬁa}group

of variables and gauge how closely they rela e anothe om@a to only

dealing with individual variables (Neil 2013\, 0\ %\VC
9

\G)

3.4.2.2 Multiple Regression A is \T

oy

7y

%)
Multiple linear regressiongi to Qnswe t h&t eses in this study. It is

used to measure the strengtq hirec’i of the re@ship between the dependent

variable and the inde riables (M sely,s@ZO). Multiple regression will be
4 ¢ &
used to test hy G{%s ati & the effcg,o
independence, {jgupete
|
and the effe S@ss of, munidipal’ iné.ral control (internal audit, accounting basis,
% -~

f auditor characteristics (ethics,

It firzt:ja‘b(ributes (audit fees and audit firm size),

and Iaw% ulatio Fuditq&lity. It is also used to assess the role of SAls in
Yv
mo%t e relationship bet\ﬁ%e’n independent and dependent variables.

\Fbior performing the regressions, diagnostic tests will first be run to test five
G ptions, namely multicollinearity, normality, linearity, heteroscedasticity, and
utocorrelation (Ismail et al., 2006). The main statistical question is how to find a
boundary between the extreme and the standard part. The normality test is one
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possible instrument for testing the normality of the error terms (Stielec & Stehlik,

2017). The primary goal of the normality test is to ensure that the variables aw

are normally distributed. (ﬁ\

3.4.2.3 An Overview on Structural Equation Modelling (SEV\Y'
The software program SmartPLS 3 was used to analyze_the al relationships

between constructs using the Partial Least Squares ( chni']ue as part of

Structural Equation Modelling (SEM). Due to the exp ry n tuw research,
]

_ 9
alysis, the.t o{st@()cess

Thé re Ymodel is
N ";S/

en th nt constructs

the PLS approach was chosen (Hair et al., 2011). In

was used as recommended by Henseler et al

analyzed in the first step, and the structuraléselati

are tested in the second. Prior to analy@structura ion@%f the model, the

two-step process aims to establish the validity an lit measures.

The SEM's capacity to juﬁéons ct valhi ty%\asurements is one of its
main advantages. Construc m he %}; §ISIOH of measurements (Hair
et al., 2006). In SEM a%&.v:o ma w s‘u 0 evaluate construct validity are
convergent validi Kdiscr@i‘a dityé_}

&

N
@' Mrg t similarity in degree of variance between the
X

nﬁh are the mdmator@é specific construct. The convergent validity could

b ured by considering the size of factor loading (standardized regression

& hts), average variance extracted (AVE), and construct reliability (CR) among sets
f

items in the construct.
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Factor loading estimates of 0.6 or greater, and average variance extracted of 0.5
or greater, indicate adequate convergence among the construct's items (Hair, P,
2006). The average variance extracted can be determined by dividing th@uare
of the standardized factor loading by the factor loading number: construct
reliability (CR) should be 0.6 or higher to show adequate int&a.l'consistency

(Bagozzi & Yi, 1988). The CR is computed from the square sym o ctor loading and

4.

sum of error variance terms for a construct (Hair et al., 20

3.4.2.3.2 Discriminant Validity | _\0}
The goal of discriminant validity asse is to e that\a‘/z?eflective

tiﬁ‘nsh with jégv.n indicators

construct in the PLS path model has the str% ela
). <<approaches were

(e.g., in comparison to any other con&is zaai
used in this study to evaluate discrir@st validi \T

e Fornell-Larcker criterion (%nd Larckerpl 81(.&
e Heterotrait-Monotrait r@orr ons (HTMIy, (Henseler et al., 2015).
by Fo

ell and Laﬂi&r (1981), Comparing the square
4 $ &
root of the AVIE’@O COI]S \and t@ﬁorrelaﬂons can be used to assess
ity.

_1
D
—
D

G

In the approach

N )

discriminant vakidi he 'relati Yﬁfetween two constructs is less than the
[
square root e AVE!for_e E'onw t, this is evidence of discriminant validity
Ny
(Fornel ckerd1 . iurtha%ore, correlations between the factors should not

T
be g&than 0.85 (Kline, 201\0}'

e Heterotrait-Monotrait Correlations Ratio (HTMT) was used in this study to
ssess discriminant validity (Henseler et al., 2015). The Heterotrait-Monotrait ratio of
orrelations (HTMT) which is a complementary to the result of the Fornell-Larcker

discriminant method, is based on the multitrait-multimethod matrix to assess
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discriminant validity. Henseler et al., (2019) demonstrate the superiority of this
approach through a Monte Carlo simulation study in which they compare twnv
approach to the Fornell-Larcker criterion and the evaluation of (pa@ﬁ}ross-
loadings. If the HTMT value is less than 0.90, discriminant validi@;wween two
reflective constructs has been established (Franke & Sarstedt, 2019).
Y
3.4.2.3.3 Internal Reliability of Cronbach’s Alpha Y. l
Internal reliability analysis should also be perfor on the measurément items

X
a meas is'er‘r@ee is

defined as its reliability. Cronbach's alpha coeﬁﬁp of intér nsist@%i/ should
i

X Th@&er value of

ron@%ﬁ 1. According to

Nunnally & Bernstein, (1994) Cr%h's alp\hovld t@less than 0.7 for a
% 6 S

>

that represent each individual variable. The degree t

D

be examined to ensure that the items pro% eli

Cronbach’s alpha denotes to greater r ility; with a ra

reliable scale.

34234 Hypot)% ting
2

To test hypo I% para

using bootstrapping with

[
Sarstedt et %120) nd
oks

ting” statistical mg&cance in which subsamples are created with

e

ran drawn observatior@ém the original set of data (with replacement).

%' g to Hair et al. (2019), four criteria must be met for the hypothesis to be
eéme

d supported: (1) the direction of the beta value must match the hypothesis'

“10

matei coefficient values were examined

'icati (Wetzels et al., 2009). According to
ir &t @j?ZOl?), bootstrapping is a non-parametric

proced

irection; (2) the t-value must be greater than or equal to 1.645; (3) the p-value must

be lower than or equal to 0.05; and (4) the 95% confidence interval must not have a
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zero straddle between the lower level (LL) and upper level (UL). The structural

model's results are evaluated by looking at the relationships between the cow

and the model's predictive abilities (Hair et al., 2019). (’}

3.4.2.4 Coefficient of Determination (R?) ?
One of the key criteria in PLS-SEM structural odelyalluation is the

coefficient of determination, also known as R square (R zt, Ff represents the
proportion of variation in the endogenous variable (s) t anb eWby one or
"a X

more exogenous variables (Hair et al., 2017). The asures, as II'as_\ﬂa}level
and significance of the path coefficients, are ar@ ion crj@ﬁ for the
structural model. Because the prediction-or tm-s\E proac%?ets to explain
the variance of endogenous latent \/K&athe key t c@'mcts level of R?
should be high, according to (Hai I, 201 \‘&%m rm_the structural model's

N
accuracy, the value of R-square%whic’ﬁ represents the-proportion of variance in

_ N
the dependent variable explaine y]s edictors @n, 1992), should be greater

51‘25 s@ording Chin (1998) R? values

greater than 0.67 rﬁ@sideri %ﬁénwmeen 0.33 and 0.67 are considered
’t%h . .

-
—~
[ERN

0.19 are co
determinéd bkz valti J’ph da@strate the ability of the exogenous variables to

exp]ﬂ&a endogenous variablesyY
25y B

Blindfolding and Predictive Relevance (Q?)
: In addition to estimating the magnitude of R2 researchers have recently
cluded predictive relevance developed by Stone (1974) and Geisser (1975), as an
additional model fit evaluation. This method demonstrates the model's ability to
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predict the manifest indicators of each latent construct. Stone-Geisser Q? (cross-
validated redundancy) was computed to examine the predictive relevance Vq'a
blindfolding procedure in PLS. Following the guidelines suggested by (Chi 0) a

Q? value of greater than zero implies the model has predictive reIevanA

3.4.2.6 Common Method Variance (CMV) and Collinearit
The issue of common method variance (CMV) may afi anus'e the dependent
and independent variables were obtained from the same on atjthe ime in this

o
study (Mackenzie et al., 2011). Podsakoff (2003) p d progedu a'd ‘ia\;é;cal
methods to combat whistleblowing intentio ng exte udi%? Several
procedural remedies were used in this stu@i :|\the i@sc.tions to the
ues@ﬁaires, along with

statements assuring them that their %nal infomfga &'}ponses would be kept
% g c%

confidential and anonymous. T. r page als 'ndicatQ_t e response given to the

questionnaire would be NI rl thaté@re were no right or wrong

answers. Secondly, th% t scale endpgints \@used for predictor and criterion
“

4
measures as sugge by Mact< N al. (@ In this study, all variables for the

c

independent and,dependent 'weredéﬁdsured with a five-point Likert scale.

[
Since i&?as collecte ud'ng(.aj ingle source, we first tested the issue of
ethed

NN
Bids Powing!%e suggestions of Diamantopoulos and Siguaw
ock and Lynn (2012){gdck (2015), and Ngah et al. (2019) by testing the full

c \rity. In this method all the variables will be regressed against a common

& ble and if the variance inflated factor (VIF) < 5 then there is no bias from the

ngle source data that would bias the regression results.
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3.4.2.7 Effect Size (f?)

Changes in R? can be studied to figure out whether the impact of a wm
independent latent variable on a dependent latent variable has a sigmf@}lpact
(Chin, 2010). This is known as an effect size (f?) analysis. W specified
exogenous construct is removed from the structural model, the effectsize f2 measures
the impact on the endogenous constructs (Hair et al., 2019). The magwitude or strength
of the relationship between the latent variables is me ky'e[fect size. It is

substantial because the effect size assists researche det rm e overaII

contribution of a research study. Chin et al., (1996) h learly state @chers

should report not only whether the relationship ariables i ignl.@;ﬁt or not,

but also the effect size between these variables. (f %Ulatedéxilowz
RZ

f-z — included Rgxcluded _\O
1- Rmcluded A
\

Q&
io

According to Carte aWsell '200 er -@n\o effect size for f 2 less than
een

'

(3.1)

{
0.02, small for f 2 betw d edium for f 2 between 0.15 and 0.35, and

@)
large for f 2 greatef thame.35. %
\ &

.?:l c,)(.z
3.43 Mol 'Ana;? Qé-/

'3

Wy looks Few odel fit measurements advised by the SmartPLS
: & N
ap% . \%

Tenenhaus et al. (2005) defined (GoF) as a model of the goodness of fit, it is the

§ Goodness of Fit (GoF)

geometric mean of both average variances extracted (AVE) and the average of R? of

157



the endogenous variables. In fact, the purpose of (GoF) is to account on the study
model at both level, namely measurement and structural model with focusw

overall performance of the model (Chin, 2010; Henseler & Sarstedt,@ The

calculation formula of (GoF) is as follow: A
GoF = \/(ﬁ X AVE) Y\_’
l
(3.2) €
Y.

N
According to Wetzels et al., (2009), the @\ues of 0. Js,g&a 0.36,
) 4
nes

respectively, were used to interpret small, me nd large s*o}z;it of the

model.

"

S

C—f,] g
3.4.3.2 Standardized Root- n- u%r )

The SRMR is the root i en observed and implied
correlations (Hair et al., 2 'SR l i -based SEM is useful as an
absolute measure of fitw%th i rdblgénd the sample is less than 250 (Hu

UG

& Bentler, 1998).4Additienally; they believ 1@ a value of less than 0.08 is typically
regarded as a Nt. t according t ir et al., 2016), this threshold is too low
for PLS-S@itioyl egﬁ) claims that SRMR value lower than 0.1 is
st ﬁﬁp fv/s X

N
\C.)

3.3 Root Mean Square Residual Covariance (RMSheta)
Root mean square residual covariance (RMSteta) is an alternative model fit

measure that can be used in PLS-SEM in addition to the SRMR (Henseler et al.,
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2014). This model fit measure has a similar way as SRMR when processing patterns
but it depends on covariance (Hair et al., 2016). The threshold value of RMS tw

well-fitting model is somewhere around 0.1 — 0.14 (Henseler et al., 2014).(;

3.5 Research Structural Models ?

In order to specify the research hypotheses targeted in Table"2.1, two research

structural models were developed in this study. z '

3.5.1 Research Structural Models 1 l _\q
The first research structural model is int test dir caus@zgffects of
Auditor Characteristics (ACH), Audit Firm#Attribttes

Municipal Internal Control (EMIC) '%pawden

>
o
mg‘ q
D
>
D
n
17}
o
=
—
=0
D

~—+
<
<)
=

»
o
e
c
=
<
>
S

as dependent variables which refﬁ’s hyp%? tand H3 respectively.
\

Further, the moderation effect%rem@Aud' nstit<<'/ s (SAI) on these causal

paths were also examined q hural’ e wh@fer to hypotheses H4a, H4b

and H4c. Source: Aut ' 0
2 ¢ &
sized.\di

Figure 3.1 illwes thf % ect and moderation effects in the
research structu@de &)

=
/Cgf(x/
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Figure 3.1: Research Hypotheses in Research \'e&u a gd&'i

S L7 s

3.5.2 Research Structural Mode 2\ n Y
A
The second research structu elgs intended to <tga‘direct effects of Ethics
q
(ET), Independence (IN), Co nc Mdir&‘é\a‘s (AF), Audit Firm Size
NS

(AFS), Internal Auditi (IAiAccoun ng siF @nd Laws and Regulation (LR)
as independent variadgso u 't~QU‘\a Aétgﬁ/dependent variables which refer to
hypotheses H1a, N C, H3a @ and H3c respectively.

Figure q&tra s th Bo‘he@iged direct effects in the research structural

—
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Figure 3.2: Research Hypothese@e;ch \'ct.ural I\@‘z
3.6 Questionnaire Development \ Y

The questionnaire consisis%pseq’i s and’5 q@ﬂons. The questionnaire
evelo :

“« Q-
firsﬁ‘[ﬁge began with a review of

N
8;@& et al., 2013; Carcello et al.,
(?Ega)eawalqa, 2014). This study adapted
the items in Booq‘&l., 2008). So mod@ions were made to the items and new

AN
questions wel@ied 0me r'eke\&—g?{riables in this study. Questions related to

SAls wei&ﬁ%r' ed H)t pi Q{udy. These questions were approved by three
experiﬁc cademics rom’AQ’RZ\merican University in Palestine (AAUP). They

C.)
WNellabIe and internally }nsistent, with a Cronbach’s alpha of 0.777. Items

went through several stages pme

prior studies (Behn et 1&500n 4 al.

1992; Ghebremichael, 2018; Lai Q

%ﬂing audit quality were adopted from the literature. The first stage resulted in

the first draft of the questionnaire in English, which was presented to the researcher’s

supervisors.
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In the second stage, the English questionnaire will be translated into Arabic with
the help an expert. The English and Arabic questionnaires were given by handvﬂur
academicians in Palestinian universities for evaluation, comments, and Nn of
translation. Amendments made based on their feedback. In the third @e Arabic
questionnaire sent to seven experienced accountants in five big munmies and two
joint services councils (group of municipalities for water s r\Mvia Emails and
follow by Telephone to ensure that the respondents unders me‘stions clearly.

In the final stage, all relevant amendments incorperated ow the final

AR
version of the questionnaire, and hosted on Goog@vm distribut qnll@b 155
he

municipalities that include around 309 respon?. efi urv%mas more
than 90 days. \g

The electronic questionnaire in S ta cover pa hic@ntains the title of

the research, the name of the affiliated, institutl \'he%es @r’s name, email and
N

mobile number for any queriea%com‘ﬂjenti ity not@ build trust between the

&
researcher and the respond s\ $

The first section% uestiorlaire r‘l‘cﬁJi@the demographic information of
4
the respondents, s as job I num@: years in the position, education
degree, professional “eertifi

information Sﬂ@ to the audit p eé;?uch as the period of last audited financial
ntu

stateme% dit of raudit \ accounting basis, number of internal auditors,

clasﬁon of municipalitie@ﬁe of the audit report, and number of auditors in the
a \m.

: The second section contains 31 specific items that represent audit quality

tributes. These items are ordered without specifying the attribute to which they

belong. This prevents the respondents’ bias when answering the questions. The third

gend@j\‘ége. This section also contains some
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section contains 11 questions related to the SAls to measure the perception of the
accountants and internal auditors about the effect of the SAIls on the relat?%ip
between audit quality and its determinants. ('}

The fourth section contains 8 questions related to the evaluation GNt quality;
whether the errors and fraud in the financial statements and weakness'in the internal
control system are discovered and included in the audit repo t'we perception of
the accountants and internal auditors on the external Ya.lity in Palestinian
municipalities.

'Y
Each item is measured on a five-point L%le, rangin oln .@)ngly
e consi 50 q@ﬁions and

disagree” (1) to “strongly agree” (5). The questi

takes approximately 15-20 minutes to comw inc rief i tion on how

to answer and who should answer qﬁ}tionnaire. ble é‘summarizes the

variables and dimensions of the lonnaire. %m 9Q"\questionnaire can be
| | o S
seen in Appendix 1. q 48\—
Table 3.9: Main variabl \eir ')ime ians, Rige, and Number of Questions
Variable Dimension ! :}7 Role Section  ltems
Auditor characteristics thics ¢ b g %'Independent 2 6
n (" Independent 2 6
% Independent 2 7
Audit firm charac &) Independent 2 2
\ Independent 2 2
Municipal ) iti Independent 2 2
internal Q' Independent 2 3
control ‘E i
aws ‘and regulations Independent 2 3

Moderator 3 11

SA s@
A@ty Sérvice audit quality Dependent 4 8

Source: Author
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3.7 Summary

This chapter discussed the research methodology, including the r
philosophy, design, and instrument development, including the pilot %\/ ich
involved 78 certified public auditors, to evaluate the instrumen idity and
reliability in order to guarantee the quality of the data obtained priow actual data

collection. Moreover, the chapter discussed the reasons for Qh()()m the sample and

population, as well as the unit of analysis (the internal au d a(fountants in the

municipalities), were also discussed. This chapter discussed th d‘eVeJQdent of the

@
questionnaire, data collection and analysis, re structural rio@ and
measurement of the study's variables in accord priov's i me@éments.

NN
SRS
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