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ABSTRACT

This study was examined determining factors of tatgli independence with reference to authorizeditafidms in
Ethiopia. To this end, the researcher employed thirsearch approach with explanatory research desihere the effect
caused by the independent variable on the dependeiatble is observed through regression analyBismary data was
collected through structured question from randos#lected private audit firm. Accordingly, the rkésaf multiple liner
regression analysis done through SPSS versionatighles such as size of audit firm, size of afeht professional audit
standard, competition, audit committee and infoibrattechnology have positive and statistically ffigant effect on
external auditors’ independence. Whereas, the ap&ratory variable which is provision was not &ttally significant
in this study. Based on the findings of the sttitly,researcher recommended that for audit firmg&thiopia and other
concerned bodies haveto work on statistically digant variables due to fact that they have positinfluence on

auditors’ independence.
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INTRODUCTION

The reliable financial information by business epitises is very basic for making economic decisidrss reliability of
financial information is assured with independemiaraination of organizations’ report by independentditors.
Consequently, regulators around the world haveeabtkat public or private firms must disclose inelggently audited
financial statements. Independence is criticallpamtant to an auditor as it is regarded as beirg afrthe fundamental
principles underlying the auditor's work. So, tsue of factors determining auditor’s independédras=become debatable
issue across the world and need the investigatsm. it has a constructive to study the factorsctifig auditors’

independence of audit firms in conducting the angiactivity in Ethiopia.

Most empirical evidence in Ethiopia was focused amsessment of internal audit function effectiveniess
different private and public organizations. So, isgue of determinants of external auditors’ inchef@mce of authorized
audit firms in Ethiopia was ignored by researctBa&cause, prior researches do not touched the $aaffacting auditor’s
independence. Understanding and identifying théofacaffecting independence of auditors in privabeit firm is the
corner stone for improving financial reporting gtyabf business or government entities in the counthis is why the

researcher motivated to study this topic.
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Different researchers have been conducted the#areb on same topic outside Ethiopia. For exangtlalies
from [2-11]and [18] and [27] have studied the rethtopic using descriptive statistics for analyzthg data collected
through self-administered questionnaire and fountdtmat firm size, professional audit standarde sifaudit fees, level of
completion, the provision of non-audit service faetors affecting auditor's independence in effedti performing audit
work. This study is different from the prior studgviewed above by employing inferential statistiocsdentify factors
affecting independence of auditor’s with referetecauthorized audit firm in Ethiopia which enhantss reliability of the
findings more than that of descriptive statistisgedi in the above studies. Besides, dissimilar iwr gtudies, this study
incorporated two more explanatory variables suchxastence of audit committee and information textbgy facility in
the logit model. On other hand there is differeimcgeographical scope of prior studies as far asstudy has planned to
be conducted in Ethiopia and audit practice isedéffit from natation to natation. Furthermore, therhe time gap as far
as prior studies outside and in Ethiopia coveret tperiod from 2005 till 2017 but covered the tipedween 2018 up to
2021G.C.

When it comes to Ethiopia, very few researchersbe&s conducted their study on the similar topar.iRstance,
[7] studied the topic with sample size of 60 adidihs, study by[3] used sample size out of 71 firausd Study according
to [36] used 88 private audit firms as sample sidee prior studies in Ethiopia employed the timexgson-probability
sampling technique to select authorized audit fismmsample. The non-probability sampling technigae limitations on
the way of generalizing sample finding from samjalehe total population. But the researcher emplay® probability
sampling technique in this study in order to giegia chance for all audit firms in Ethiopia. Algbe researcher have
planned to identify the influence of informatiorch@ology facilities on independence of auditor’<ithiopia. This study
is different by improving sample size to 93 andlgiog probability sampling technique in order togiequal chance for
all audit firms in Ethiopia and to save the resesrcTherefore, the objective of this study is &nitfy the factors affecting
auditor’s independence with reference to privatditafirms operating in Ethiopia by filling the abewmethodological,

variable incorporation, and time research gapstifiketh through review of studies in Ethiopia andside Ethiopia.

This paper was organized in to six sections. Trs fiart is introduction. The second section resi@ifferent
literature that relates to the topics of the studythe third section the research methodology addressed. Section 4
covered the results and discussions and finallstiae 5 concluded the paper and last section 6igesvdirection for the

future research.

LITERATURE REVIEW

Concept of Auditors’ Independence

Auditor’s independence refers to the independerigbe auditors from parties that may have a finahiiterest in the
organization being audited (conduct audit work withinterference). The concept of auditor’'s indefmite implies that
the auditor should carry out his or her work freahd in an objective manner. According to studi&a-25] auditor’s

independence enables to produces the quality fiakmtformation that helps in making good econordiecisions.

Generally accepted auditing standards (GAAS) aset@f systematic guidelines used by auditors wimructing audits
on companies' financial records, ensuring the aogyrconsistency, and verifiability of auditorstiaws and reports. The
general standard part #2 suggests that “the auditst maintain independence in mental attituddlimatters relating to
the audit.” Auditor independence refers to the patelence of the internal auditor or of the extemalitor from parties

that may have a financial interest in the busimessg audited. Independence requires integrityandbjective approach
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to the audit process. The concept requires thet@utti carry out his or her work freely and in dpjextive manner.
Independence is the basis of the auditing procesause it assists the auditor to express the opuofithe auditor about
the financial data in his/her report, without arffeets on his/her judgment, his/her duty with hage&ithfulness and
secretariat. Based on the above description, tbgeafactors may pose threats to the audit professiexternal auditors
deal with it. Organizational independence of pevatdit firm allows the audit activity to conduconk and be perceived

to conduct work without interference [13].

Author [14] studied auditor independence precludelsitionships that may appear to impair a member's
objectivity in rendering attestation services. parfessional accountants in public practice, thinteaance of objectivity
and independence requires a continuing assessrhehémt relationships and public responsibilityuch a professional
accountant who provides auditing and other attestaervices should be independent in fact andajppee. In providing
all other services, a professional accountant showdintain objectivity and avoid conflicts of inést. In other way,
objectivity of audit staff or audit firm must hawmpartial attitudes and avoid any conflict of irgst. Objectivity is a key
factor for audit activity to add value. A profeszid accountant should be fair and should not alwejudice or bias,
conflict of interest or influence of others to ortde objectivity. A professional accountant shomidintain objectivity and
be free of conflicts of interest in discharging fiessional responsibilities. Objectivity is a stafenind, a quality that lends
value to a professional accountant's services # distinguishing feature of the profession. ThHagple of objectivity
imposes the obligation to be impartial, intellettwdnonest, and free of conflicts of interest [3Based on types of

auditors exist in auditing environment, it can tessified as internal auditor and external auditdependency. These are:

* Independence of the Internal Auditor means independence from parties whose interegts iné harmed by the
results of an audit. Specific internal managemsstiés are inadequate risk management, inadequateain
controls, and poor governance. The Charter of Aadit the reporting to an Audit Committee generptlyvides
independence from management, the code of ethitlseofompany (and of the Internal Audit professibalps

give guidance on independence from suppliers, tsljehird parties, etc.

* Independence of the External Auditor means independence from parties that have aresttér the results
published in financial statements of an entity. Shpport from and relation to the Audit Committdehe client
company, the contract and the contractual referéacpublic accounting standards/codes generallyiges
independence from management, the code of ethittsedPublic Accountant profession) helps give goigaon
independence from suppliers, clients, third par{jd2].This study was focused on determinants dkmmal

auditors’ independence.
Empirical Literature Review

In this study variables has incorporated as indégenvariable audit firm size, size of audit feefpssional audit
standard, competition level, provision of non-awditvice, audit committee, information technologyility and auditor’s

independence which is dependent variable. These lheen explained in the following table:
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Table 1: Summary of Empirical Literature Review

Serial . Empirical Study’s Findings on Each Hypotheses Based on
Number Wil ame Variable Empirical Evidence
Studies like [5, 6, 8, 9, 25, 26, 27] found out| H1: Size of audit firm has
1. Audit Firm Size | that size of audit firm has positive influence omositive influence on external
external auditors’ independence. auditors independence
Size of Audit Emperical studies include [2,3,6 9, 12, 13, 17 H2: Increase in size audit fee
2. & 27] evidenced that size audit fee has positiieas positive effect on auditors
Fee ; . :
effect on auditors independence independence
Prior empirical evidence of [ 18, 19, 20, 22, | H3: Existence of professional
3 Professional 23,25 & 28] pointed out that existence of audit standard has positive
' Audit Standards| Existence of professional audit standard hag effect on auditors
positive effect on auditors independence independence
Findings of [3, 5, 6, 11, 12,17,18, 21, 22,34& H4: Increase level of
Level of L ; o .
. 36] Increase level of competition in audit competition in audit market
4. Competition of L N L
. market has positive influence on auditors has positive influence on
audit market . . .
independence independence of auditors.
Provision of | Studies by [3, 5, 6, 11, 12, 15,16,17,18, 21, zg';:viz ;O‘éio;‘e"fa?i‘\’/;‘:ffgct or
5. Non-Audit 26, 34& 36] provision of no audit service hag . g,
; . external auditor’s
Service negative effect on )
independence
Empirical findings of [5, 8, 11, 31, 32, 33, i . .
Audit &34] found out that the existance of audit He: The existance .Of audit
6. . : " . committe has positive effect an
Committee committe has positive effect on independenge .
; independence of auditors.
of auditors.
. Reserch findings of [10,18, 24, 25,& 28] H7: Information tecnology has
Information . - 2
7. supported that Information tecnology has positive effect on auditor’s
technology e NN !
positive effect on auditor’s independence independence

Source:Own built based on empirical review, 2021
Conceptual Framework of the Study

This section provides a conceptual frame work figs study based on literature review. It explahestelationships among
dependent and independent variables. In this maaigbles such as audit firm size (AFS), Audit (&), Professional
audit standard (PAS), Competition level (CL), psien of non-audit service (NAS), Audit committeeQA Information
technology facility (ITF) and independency of aodi (1A) which is dependent variable.

Imdependent Variables IDependent Variable

Size of Aadit Firm
Size of Andit Fee
Professional Aaadit
Standard
Auditors®

Competitiorn in
audit MMarket

Imndependemnce

I

Prowision of normn-
Auadit Service

Existence of Andit
Comrmnittes

Infommnation
Technology

Figure 1: Conceptual Framework
Source: Researcher’s own model, 2021
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Research Gaps

As per literature review of both studies outside amside Ethiopia, most the above reviewed stuliees focused on
particular firms or regions of the nation but therrent study focused on the factors affecting enderauditor’s
independence in Ethiopia and also selected respisdesing probability in opposing to the samplessizlection
which non- probability for most studies reviewedab. Besides, studies outside Ethiopia has no ecapimodels in
explaining the relationship between explanatoryialdes and dependent variables incorporated irr Stedy. As a
result, conducting this research would add valuetii@ government of Ethiopia, business firms, andiafirms in

Ethiopian by identifying the factors determiningtemal auditors’ independence with reference toitafidns in

Ethiopia by filling the above mentioned gaps thaial@es concerned bodies to improve quality of faiah

information.

METHODOLOGY

Research Approach and Design

In this study, the quantitative research approaak employed due to numeric values from five poikett scale. The
research design employed explanatory research rdeslyjch enables to explain the relationship betweewren
independent variables such as audit firm size,tdadisize, audit standards, competition, provigibmon-audit service,

information technology and one dependent variakiereal auditors’ independence.
Data Type and Tools of Data Collection

Data types the researcher used were both primatysacondary sources. Primary data were collectexttti from the
CEO of private audit firms in Ethiopia by sendingegtionnaires through email address. Whereas, dappulata were
gathered from reports, bulletins, journals, texbksand documents of the study organization. Téecbprimary data

structured questionnaires was used.
Target Population, Sampling Technique and Size Detmination

Target Population: According to [1] there are 157 private audit firmsEthiopia. Hence, the target population of this

study is one hundred twenty one (157) Authorizedifaus in Ethiopia.

Sampling Technique:Sample is the section of the total population. aeccessfully, conducting this study,
the researcher used simple random sampling to ts&R private audit firms from 157 total authorizéns. The
researcher employed simple random sampling tecleniqwrder to give equal chance for all audit firarsd to save

the resources.

Size Determination:In order to scientifically determining the sampiee sample size formula of [35]was used
by the researcher. This sample size considersstimaple selected from the pupulation repersents @5 e population.

Hence, sample size is determined by using forrmdaated below:

_ N
T 1+(e)2+N

Where: n = sample size
N = population size

e = Precision level or sampling error =0.05
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—_ 17 122
14(0.05)2%157

Hence, the representative sample size for thisysgud22 private audit firm chive Executives offiseMethods of Data
Collections

Operational Definition of Variables

Table 1: Summary of Variables Definition and Scalef Measurement

Variables Incorporated Symbol Unit of Measurement
Auditor’s Independence: Freedom of auditor to carry out his or her work
freely and in an objective manner.
Size of Audit Firm: revenue earing capacity or wealth capacity dug lon
term experience in audit work.
Size Audit Fee audit Fees are costs incurred by companies t@pblyc
accounting firms to audit the company's financiatements
Professional Audit Standard:are a set of systematic guidelines used by
auditors when conductingaudits on companies' filgunecords
Competition Level: competition in audit market CL 5 point Likert gea
Provision of Non-Audit Service:Non-audit services are any services other
than statutory audit services and typically congoris
Audit Committee: number of members of a company’s board of diracto
whose responsibilities include helping the auditersain independent of AC 5 point Likert scale
management
Information Technology: Information technology facilities that are base fo
conducting audit activities

Source: Own build (2019)

IA 5 point Likert scale

AFZ 5 point Likert scale

SAF 5 point Likert scale

PAS 5 point Likert scale

NAS 5 point Likert scale

IT 5 point Likert scale

Econometrics Model Specification

When it comes to model specification, auditors’@pdndence in conducting audit work without intesfere of others is a
dependent variable of this study, while seven Wemsuch as audit firm size (SAF), size of Aud#é {AFS), Professional
audit standards (PAS), competition in audit servirket (CL), provision of non-audit service (NA@)dit committee
(AC) and Information technology (IT) are independeariables. In this study, the dependent varigblmeasured through
five point Likert scale and considered as contirsugariable. For the continuous variables multihedr regressions is

best model. The equation is expressed as follow:
Al = BO + B1 * SAF + P2 * AFS + B3 * PAS + B4 * CL + p5 * NAS + B6 * AC + 7 * IT + (1)
Al= Auditors’ independence
B0 = Constant Term
B1, B2, B3, P4, B5, p6, andp7 refers to coefficients of independent variables
SAF= Audit Firm Size
SAF= Audit Firm Size Audit Fee
PAS= Professional audit Standard
CL= Competition level of audit service
NAS= Non-audit service

AC= Audit committee

Impact Factor (JCC): 6.2732 NAAS Rai2.38
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IT= Information Technology
U= Random Disturbance or Error.
Assumptions of Classical Linear Regression Model

The diagnostic tests such as normality, Multiceiéirity, autocorrelation, and heteroscedasticityst@gere undertaken

before processing regression analysis.
Methods of Data Analysis

After accomplishment of data collection proceditrshould have classified as per each variablegthaditative data has
been coded to be measured quantitatively. In #8sarch, data has been analyzed by using desergifitistics such as
maximum and minimum values, average, correlatiorgdency, percentage, variance and standard dmviatnd

inferential statistics (binary logistic regressimndel) through SPSS version 21.0 in order to getdhiable finding.
Reliability of the Test

The test of reliability is another important te$tsound measurement of questionnaire. In curresganeh, the researcher
employed Cronbach’s Alpha) which is the most common measure of scale rdifplzind a value greater than 0.700 is
very acceptable Cronbach’s alpha. To measure thsistency of the questionnaire particularly theetikype scale the

reliability analysis is essential in reflecting theerall reliability of constructs that it is meaisig. In current research, the
researcher employed Cronbach’s Alpbawhich is the most common measure of scale réitiplaind a value greater than

0.7 is very acceptable. This has tested as follow:

Table 3 shows This indicates that all the variahlesler consideration accounts the scientificallgepted
threshold, therefore the study are reliable unties tircumstance. Compared with the minimum valéiealpha 0.70
advocated by Cronbach, then the responses gendoataltl of the variables ‘used in this researchravesliable enough for

data analysis. This implies that the data incorgar@n SPSS is reliable.

Table 3: Reliability Test of the Variables

Cronbach's Alpha N of ltems
0.889 34

Source: Personal survey, 2021

Ethical Considerations

The following ethical considerations have been giagention by the researchers and enumeratorg wbitducting the
research that includes voluntary participation,haom to participants, anonymity and confidentialitpt deceiving the
subjects and privacy of participants. With regagdin the voluntary participation of respondents, pasticipants were
forced to take part in the research and participatre free to withdraw from the research at anynemtt. With regarding
to harm to the participants, the researcher enstinadthere is no any physical or psychologicaithéave done to the
participants as a result of the study. When it c@moeanonymity and confidentiality, all informatigathered during the
study was handled confidentially and permissiomfrthe participants was obtained for all informatimnbe shared
publicly. Not deceiving the subjects since parteifs was informed clearly about the aim, purposkemocedures of the

study and was deceived in any way. Finally, Privacygarticipants was be respected.
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RESULTS AND DISCUSSIONS

This section is deals with analysis and discussibdata collected from 80 respondents out of 128pda respondents
from selected audit firms in Ethiopia. The resporate was 65 % which implies more than 50 % respotsdhave been
participated in the process of data collection.rT ke analysis of the data was based on the questires collected using
SPSS version 21.0. The first section of the analgsincerns about personal information of respomsddotiowed by

reliability test of the variables incorporated Iretmodel, descriptive statistics, linear regressimuel assumptions, and

regression analysis. This has done as follow:
Demographic Profile of the Respondents

In the following Table, the demographic informatiaf respondents is presented. These include theegermge,

educational status, and experience of respondEmése have showed as follow:

As it can be easily observed Table 3 there wene8pondents, of these, 52 (65 %) were male an8286) were
female. This implies the ratio of male internal s respondents to female is relatively highha tn audit firms. With
regarding to age of the respondents, 19 (23.886)ifi age category below 25 years 32 (40.0 %) relpds found in age
group of between 25 to 34, followed by 21 (26.3 &@ ranges (35-46), 8 (10.0 %) percent were abévgedrs. This
implies that most auditors in audit firms are falproductive group, which is relatively higher thather age category. As
it can be easily seen from (table 3), majority e$pondents are fall in age group of between 310tantl there are very
few internal auditors with age group of more th&rashid above. As displayed in the Table 4, abouB864£%), 14(17.5 %),
2(2.5 %) are accounting, management and econoregpectively. This implies that most of the audifiowners are
accounting field graduates due to fact that auglifield is accountancy field. The above Table 3lthel of educational
background of respondents, 8(10 %) were diplomddrs| most respondents, 47 (58.8 %) have bachelegsee holders,
21 (26.3 %) master’'s degree and 4 (5 %) Ph. D heldespectively. Finally, the above table 3 dispthypackground
information about the respondents is years of waykn south region sector bureaus. As shown irati@ve table, the 9
(11.3 %), 21(26.3 %), and 50 (62.5 %) of the resigos have working experience of below 5 yearsQ §dars, and
above 10 years of experience respectively. Thidigmghat, respondents are well experienced tdyeasnduct audit

activity in one hand and that has positive inflleena independence of external audit on other hand.

Table 4: General Background of the Respondents

Impact Factor (JCC): 6.2732

1. Gender Frequency | Percentage
Female 28 35.0
Male 52 65.0
Total 80 100.0
Age Frequency | Percentage
Below 25 years 19 23.8
25-34 years 32 40.0
35-46 years 21 26.3
Above 46 years old 8 10.0
Total 80 100.0
Field of the study
Accounting 64 80.0
Management 14 17.5
Economics 2 2.5
Total 80 100.0
Education level | Frequency | Percentage
Diploma 8 10.0

NAAS Rai2.38
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Table 4: Contd.,

First degree 47 58.8
Master's Degree 21 26.3
Above 4 5.0
Total 80 100.0
5 Experience Frequency | Percentage
Less than 5 years 9 11.3
6 to 10 years 21 26.3
Above 10 years 50 62.5
Total 80 100.0

Source: Personal survey, 2021

Descriptive Statistics

Independence of Auditors was the dependent variabtlis study. The maximum and minimum value dfvariables
measured through five point Likert scales 5 anaspectively. As indicated in the Table 5, the afidihs in Ethiopia
achieved on average positive auditor independeacause the overall mean was 2.8875. The standaiatida value is
1.19061 which indicates there was variation of alctesponses from the mean. This implies that dirdits need to
improve the independence of auditors to high lavelrder to protect public interest. With regardhe sizes of audit firm,
the overall mean was 2.8375 and SD of 1.31634.riié&n of the size of audit fee was 3.1625 with steshdeviation of
1.32592, the average value for professional auditdards as measured by five point Likert was 31wh standard
deviation is 1.04458, the mean of the examinatimtgss was 2.7125 with SD of 1.14950, the perfoomari non- audit
service has mean of was 2.9969 and standard dmvi@tir6897, the average value of the audit comenittas 3.2365
followed by standard deviation value of 0.98112 ,aimformation technology with mean value 3.0000hw#tandard
deviation of score from mean value is 0.94132.Immary, all variables incorporated in the model hiave and moderate
contribution to the response variable auditorsejmehdence.

Table 2: Summary of Descriptive Statistics for aliariables Incorporated in the Model

Variables N | Minimum | Maximum | Mean | Std. Deviation
Independence of Auditors 80 1.00 5.00 2.8875 1.1906
The sizes of audit Firm 8D 1.00 5.00 2.8375 1.31634
Size of Audit fee 80 1.00 5.00 3.1625 1.32592
Professional Audit standard 80 1.00 5.00 3.1500 4458
Level of competition in audit market 80 1.00 5.00| .7125 1.14950
Performance of non-audit service 80 1.00 5.00 D996 .76897
Audit committee 80 1.00 5.00 3.2365 .98112
Information technology 8( 1.00 5.00 3.0000 94132

Sources:Personal survey, 2021
Pearson Correlation Matrix

Correlation analysis measures the relationship &éetwtwo items. The correlation matrix for this stwedas computed as
follow.

The Table 6 shows the relationship between depérdeable which is auditors’ independence (Al) amdkependent
variables with coefficient of correlation 1 indieatthat each variable is perfectly correlated wébh other. The result shows
that, size of audit firm (SAF), competition (LCdit committee (AC), were positively correlated atd % significance level
(as P<0.01) with independence of auditors (Al). Whs, variables such as professional audit starf@&8), size of audit fee

and information technology (IT) were positively idated with auditors’ independence and statigficidnificant at 5 % level
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of significance for the reason their P<0.05. Thegpmance of non-audit service has positive retedigp with auditors but
statistically insignificant respectively since pgueais more than 1 % and 5 % levels of significaridee result shows the
acceptable reliability of the research variablesvirich, the correlation among predictors were righ land more than 0.80

indicates there are no multi co linearity problem®ong variables which are best for analysis ofitiia for this study.

Table 3: Pearson Correlation Matrix for Variables

Variable Al SAF SAF PAS LC PNA AC IT
Al 1
SAF .352** 1
SAF .132* -.456** 1
PAS .268* 147 .019 1
LC .309** -.073 272 -.132 1
PNA 121 .036 -.182 -.129 .051 1
AC .336** .059 .050 .049 144 .266** 1
IT .237* .286 -.020 154 -.304 -.143 .075 1

Sources:Personal survey, 2021
**Correlation is significant at 1 % significancevel, * Correlation is significant at 5 % signifiuze level (two
tailed).

The Regression Results (Inferential Statistics)

The classical linear regression model assumptioich @s such as normality, heteroscedasticity, oullinearity and
autocorrelation have been conducted before regressialysis. Therefore, it can be concluded thertetlis no normality,
heteroscedasticity, multicollinearity and autoctatien problems that cause regression results efribdel to be biased.

Then, the regression analysis has been carriethautlisplayed in the following table.

Table 7: Regression Results Through SPSS

R = 0. 674a, R2 = 0.455, Adj. R2= 0.402,Std. Erraf the Estimate = 0.92091, Durbin-Watson (d) = 1.88 F-
statistic = 8.578, P-value = 0.000, ANOVA with (palue of 0.000)
Unstandardize | Standardized 95.0 % Confidence Collinearity
d Coefficients | Coefficients : Interval for B Statistics
sleee Std. ¢ Sig. Lower Upper
B Error Beta Bound Bound Tolerance | VIF
(Constant)| -2.676 .836 -3.200 .002 -4.344 -1.009
SAF .334 .096 .369 3.492  .001% 143 .52% .676 9.47
SAF .203 .096 226 2.1172 .038f .011 .394 .664 1.506
1 PAS .263 .103 231 2.55( .013F .057 468 .927, 1.079
LC .346 .102 .334 3.380 .001* 142 .549 T77 1.286
PNA 224 151 .140 1.481 143 -.078 525 .849 1.177
AC .231 113 191 2.049 .0447 .006 456 .874 1.144
IT .263 126 .208 2.092 .0407 .012 513 .769 1.301

Dependent Variable: Auditors’ Independence (Al), 86=
**jg Significant at 1 % significance level, * isggiificant at 5 % significance level
Sources:Personal survey, 2021

Fitted Model
Auditors Independence= -2.676+0.334*SAF+.203*SAR63*PAS+ 0.346*CL + 0.224*PNA+.231*AC +
0.263*IT 2

The OLS result of was presented in the above T&blR-squared was measured the goodness of fiteof th
explanatory variables in explaining the variatiaméndependence of auditors’ in Ethiopia. R-squaaad the Adjusted-R-

squared statistics of the model were 45.5 percedt49.2 percent respectively. The result indicdbes 40.2 percent
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variation in the dependent variable was explaingdhle explanatory variables in the model. That rsethe explanatory
variables (such as size of audit firm (SAF), sifaadit fee (SAF), professional audit standard (PNZompletion level

(CI), profession of non-audit service (PNA), audimmittee (AC), and Information technology (IT) aointly explain

about 40.2 percent of the variation in the auditamdependence. The remaining 49.8 percent ofdhiation in the auditor
independence (as measured by Likert scale) expldigenther variables which are not included in tiedel. Even if the
result is lower than 50 %, it is acceptable forialoscience. Besides, the, F- statistics (8.578nodel summary and
ANOVA with (p-value of 0.000) which is used to téise overall significance of the model was presgtated indicates the
reliability and validity of the model at 1 percdevel of significance. This tells us that the modgla whole is statistically
significant for more information. The coefficient$ audit firm size 0.334, audit fee 0.203, professi audit standard
0.263, competition 0.346, performance of non-aadivice 0.224, audit committee 0.231 and infornmat&chnology is

0.263 is leads to positive direction dependentalde respectively.
DISCUSSION OF THE RESULTS

» Size of Audit Firm: result of this study shows that size of audinfivith unstandardized coefficient of regression
[B=0.334] has positive and statistically significatl % level of significance since (p-value of A.G9 0.01).
Hence, hypothesis H1 is accepted. This findingoissestent the finding of other studies resultstaies lik e[5,

6, 8, 9, 25, 26, 27], which found out that the sifeudit firm has positive influence on indepentef audit
firm. The regression result of the model regardsige audit firm was also clearly evidenced thatrehis
statistically significant and positive relationstbptween independence sizes of audit firm as fahasign of
unstandardized coefficient of regression is positithis implies that increase size of audit firns pasitive effect

on auditors’ independence.

» Size of Audit Fee:the result of this study with regards to size wdiafee unstandardized coefficient of regression
[B= 0. 203] has positive and statistically signifitah 5 % level of significance since (p-value dd38 < 0.05).
Hence, the researcher forced to accept hypothésiF s finding is consistent the finding of otfstudies results
of [2,3,6 9, 12, 13, 17, & 27] evidenced that smelit fee has positive effect on auditors indepande The
regression result evidenced that there is staiftisignificant and positive relationship betwesidit fee size
and independence because coefficient of regressiopositive. This implies that audit fee has pwsiti

contribution to the independence of external auslito

e Professional Audit Standard: regarding to the professional audit coefficientegdression of professional audit
standard of}=0.263] is positive and more statistically sigrafit with p-value (0.013<5 %, level of significance.
Therefore, hypothesis H3 stated as is acceptetidyeisearcher. This finding is consistent with {HEg, 19, 20,
22, 23,25 & 28] pointed out that existence of Estiste of professional audit standard has positifecebn
auditors independence. This indicates existengarafessional audit standard has positive influemeexternal
independence of auditors’.

e Competition Level of Audit Market: when comes to the competition level with unstadided coefficient of
regression off}=0.346] is positive and more statistically sigrafit with p-value (0.001<1 %, level of significance.
Therefore, hypothesis H4 stated as “competitioaudit market has positive and significant impactpaoblic good

governance” is accepted by the researcher. Thigfnis consistent with that of Findings of [365,11, 12,17,18, 21,
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22,34 & 36] Increase level of competition in audiarket has positive influence on auditors’ indepsoe. This

indicates increase in competition in audit marlet positive influence on auditor’s independence.

» Performance of Non-Audit Service:the result of this study also shows that perforceaof non-audit service
with unstandardized coefficient of regressi@(.224] has positive and statistically insignifitamce (p-value
of 0.143 > 0.01 and 0.05) Hence, hypothesis H®isancepted. This finding is inconsistent with fimglof other
studies results Studies by [3, 5, 6, 11, 12, 18,488, 21, 22, 26, 34& 36] provision of no auditvéee has
negative effect on. The regression result of thedehadndicates the variable has no effect on auslitor

independence.

e Existence Audit Committee: with regarding to audit committee3§0.231] is positive and statistically
insignificant with p-value (0.044<5 % level of sificance. Therefore, hypothesis H6 is accepted.uRds
similar with study finding of empirical research&sch as Empirical findings of [5, 8, 11, 31, 32, &34] found
out that the existance of audit committe has pasigffect on independence of auditors. This indisahat

increasing in existence of audit committee in lasstructive influence on auditor’'s independence.

* Information Technology: the result of this study shows that informationhtedogy (IT) with unstandardized
coefficient of regressiorBE0.263] has positive and statistically insignifitamce (p-value of 0. 040< 5 %, level
of significances. Hence, hypothesis H7 was acceptedesearcher. This finding is consistent witheegsh
finding of [10, 18, 24, 25,& 28] supported that anhation technology has positive effect on audgor’
independence. The finding implies that increaseiarmation technology facility has positive andtsstically
significant impact on independence of auditor’scsiiit facilitates audit work to be conducted ineeffve and

efficient manner.
CONCLUSIONS

In this research work, the researcher exploredfadffecting auditors’ independence with referetacprivate authorized
audit firms in Ethiopia. By keeping this objectiire mind, the researcher collected the primary diataugh structured
guestionnaire developed in the form of Likert sc#lg using SPSS version 21.0, the analysis of lfetbcriptive and
inferential statistics has been done. Based orfitltings from the regression analysis of the modet researchers
concluded that the auditors’ independence was dgsaiined by the explanatory variables includedhi@ model. The
finding of this research demonstrated that the tafidn size, size of audit fee, professional austiindard, level of
competition, existence of audit committee and imfation technology have statistically significantigoositive influence
on the auditors, independence in Ethiopia. As #selt research hypotheses one (H1), two (H2), tii&, four (H4), six
(H6) and seven (H7) have been approved by reseairchiais study. But research hypothesis five (M&)s rejected. The
study has shown a clear understanding of factdhgeincing auditors’ independence in Ethiopia. Sivgie audit firms,
government bodies, policy makers, and accountirdyarditing board of Ethiopia have to consider tetedninants of
external auditors’ independence in policy formwatto insure reliability of financial informatiohat useful for economic

decision making.
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Open doors for the Future Research

Since any study cannot be free from limitationgoadingly there are some limitations in currentdgtult was focused
only on identifying the factors affecting auditoifglependence in Ethiopia. The seven explanatornabias incorporated
in the model have only explained 40.2 % of the rhotlee remaining 49.8 % of changes in the indeprodef external
auditors was explained by other explanatory vagstthat not included in the model. The other redear should
incorporate more variables to improve adjustéevith the same topic at the same study area. Irr oihg, the findings of
this study may be difficult to generalize aboutradtions in all world. Hence, this study can beriowed if it will be done
at other nations and at international national llé&yecomparing independence of auditors of pubdicter organizations

with private organizations.
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