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Abstract

Objective: Auditors are always looking for high-quality audits to maintain their
professional reputation, in order to prevent profit manipulation and abuse by managers
and provide the necessary confidence for decision-making to users of financial
statements. On the other hand, in situations where managers see their position as
unstable, they try to manipulate the amount of real profit through accruals in order to
maintain their position, and this presents auditors with serious challenges and can affect
audit quality. Now, given that the world has faced many social and economic crises with
the spread of the coronavirus, this study attempts to examine the moderating effect of
the coronavirus outbreak on the relationship between managerial entrenchment and
audit quality.

Methods: The present study is an applied research in terms of classification by purpose
and a descriptive research in terms of classification by method. For this purpose,
information on 136 companies listed on the Tehran Stock Exchange for the years 2017-
2019 (before Corona) and 2020-2022 (after Corona) was extracted from financial
statements and explanatory notes as well as the auditor's report, and the hypotheses were
tested through regression analysis with the Eviews software. In this study, audit quality
was measured through accruals and management entrenchment through two factors of
duality and CEO tenure.

Results: The results showed that the spread of coronavirus has a significant negative
relationship with audit quality, and audit quality has decreased with the spread of
coronavirus. Also, managerial entrenchment has a significant negative relationship with
audit quality, and with increasing managerial entrenchment, audit quality decreases. In
addition, the results of the study showed that the spread of coronavirus has a significant
effect on the relationship between managerial entrenchment and audit quality, causing
this relationship to decrease. The control variables return on assets, free cash flow, and
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financial leverage has a direct relationship with audit quality, and company size has an
inverse relationship; while auditor size, asset growth, and company value do not have a
significant relationship with audit quality.

Conclusion: Given the negative relationship between the spread of the coronavirus and
management entrenchment with audit quality, it seems that managers are trying to
maximize their own interests through opportunistic behaviors, including manipulating
accruals, and as a result, they are preventing high-quality audit work. Also, during the
coronavirus crisis, considering that auditors have been forced to work remotely, this can
have a significant impact on auditors' decision-making and judgment, and ultimately
lead to a decrease in audit quality. Also, considering the spread of the coronavirus, it is
likely that companies that have had high management entrenchment have tried to use
this corona opportunity and invite auditors with expertise to cooperate in carrying out
the audit process in a way that identifies and records all problems and errors and
attributes all these problems to the spread of the coronavirus.

Innovation: Since no empirical study at the domestic or international level has
examined the impact of the coronavirus outbreak on the relationship between
managerial entrenchment and audit quality, the present study was innovative. Given that
we can learn from the coronavirus outbreak as an emerging factor in the world that
caused all professions in the world, including auditors, to face serious challenges and
restrictions, including quarantine and remote working, the results of this study can be a
basis for similar social cases, and its findings can be important for legislators, investors,
and researchers.

Keywords: Audit quality, coronavirus outbreak, Managerial entrenchment.
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Table3. Descriptive Statistics Table of Variables

Bl il
A - dlo | 8o | Slos | Bl | Oloalic | ok Y
Jbwe
Y.OV0 V.04% + AFF +YAY L OY0 &AL Y.fYY- AV§ DA wjl.“,unf
< SFF « $av- Y554 VFooy VFoA Y. V54 (AN MF SIZE oS 5 el




VP () ol edslosles ool o S5 gl 5 Jb FY
) AYF « fva ARR! L oY + O YAYO [ | INI4 LEV \_QLA C-JA‘
(NAns 1.OY4 73 NF LR Ve - 844 M# AssetG | b obls 4k,
N LY CAPF LAY T4 % COM- N2 ROA b ol a33l
\AVF CFVR CFYY Y. 00 Y. [Zad! \.osY AS TQ S a5
YAY ) Y5a- ) VrE LoOV- YA Y.440 Al N2 FCF ST A& 0L
Silre G pmiie wogi HbTEo,lS
Table4. Descriptive Statistics Table of Dummy Variables
1918 W 30 39l 8 W 3 KWRX)
g . i o SlB R el
SN o Sl
vy vy vy 7Y Ll o pde sl &S plalS 2
Voo vy qyy vov Ll el S GleS
Yoo Yoo M# g yomms
1918 W 30 39l 8 wo 30 KR
197 ) 97 L Slel oyl 0 1l
SN e Sl
b Sluw o 1 a8 SlacS s
2 3 ] ~
\Yf \YF \WF 1.4 < <
L5 S eslanal Call aads 51 8 4
b Sluw o 1 a8 SlacS &
2 3 ] ~
Voo AS S AS§ Y% < <
.\J:Jf oslazul Call aab
Yoo AR AN§

Eans

b 400 9 fudoxi

A{Q\NJ.A&‘-\:-&;/)))G\?&%-&;E}QM;JO}A}Tj\aJuﬁ_wH{Oo)wo)&)a

Q}.ojT rooyS

Table5. Test Results Table

AQ;+(DAir) = ¢o + ‘Pl}\?fﬁi.t +C(gz(4;gV1Di.t ROA
I zig"Qi,tl{I-X(%FgFi_:‘f ;;ﬁégsetGli‘_tt I3 Jue
+ @gLEV;: + @oSIZE; ; + @10AS;; + €
ol kS sl o
Jwit | tokT sl by ol o ales pb
3 st
) Y.va- K¢ DARES ME 2 el
VAL~ - - COVID Ly S gt
~F Y0 .y ‘.Y | ME*COVID -
4.9f < oy ROA b olols e35L
) V54— x4 C¥A- TQ oS E sl




Fr O 5 sLial, st DU Al p s 25U S b S0

F.YA O ¢ FCF ST A& oL >
¥AA oy A LEV Sl el
4 VAP Coy e ASSETG e olols Ay
OAF- cof LYY SIZE KRN FSIRY!
B K% 4 e AS ol 3100
£.0 N4 AV C b
FEEAYOMS Fo LT

.59, ods s R2
Y.V Ogmily cposn o )leT

SN 55005 55 aals 5 Jais Sla e o Jlsline adasl, F=48.25 (g o5l 4 4 5 L
Ao 3840 &S Aas e Ol ol ey R2 e 5 el 13y 5 p s Lo 6 3l
oylTy il o e 53 Lol J S 5 ot gla s 5 U o plu- S ite Ol i )
33 M;PJ&LA@)JQJ.})\}T/OU\/D 03 gd>ea 3 &‘J:JJQ O gl op 93
S 3y s s Jde

U5 o S okl V) e, s YV T o,LT jlude o, id Sl w4z 5 L
C s p el Sl L aS 3 5m5 0Ly 01y o0 9555 o dul Lo Jgl b p 3 8 4t
o LT Gllas ;5 e @ a5 b puiomas b o 28 ol (00 0) Oljan b sl aS
jéﬁwﬁb)\.ﬁrjs4:..,9';9453}4-;Ol:-fO‘}sdﬁéf)jk{c(—'.'i))\mQL’I{%P}(‘V.A&)
Gl s SlRe b )3 5l oo FalS oty (40 P) Oljn b (s plaam CokeST¢ g 5U5 S s b
LS 503 Lo Ol (0 5350 (o bl pyw s 3 (10 Y) Hlie Ll o 5 (Yo ) T LT
ok Candl ¢ty (VoY) Oljon b (8 p a3 5 (g plem S ST o bl ¢ s 3Ls S 6 50
o A S 5 (o p eSS (sl edialS gl ) G s 2 3Ls S Pt Sole 4 Lol
el ails

W g5 035L sla ite 45 Ll OT 51 Sl aialy 5 J,287 (6l it s Jailgy o
Om bls) e 4 a5 L ks laliae oy (6lyls ST oIl 5 Jle g al ol3T AB OL
oS ojl.m}ﬁa;_.,“dm}, shls Ju ij\j ST s Ol o ¢ ol)l5 035k sl e (o uiie
Galaly &S s S5 sl ohyls dby b o3Il e S o S alasly (5115

Sl g lslae



V() ol sl oslad oJsl o (S8 sl 5 Jbe ¥F

S 5 4o 9

5 st Gabaly (e gl CiST L 2 p eSS A el OT I (ST s ol s
S (51l &K Olge 4 Y game (e lE 1 Ol (6,5 by S 4, Klea 13 ls (5 lsbine
3t e S Sl BBk S8 8 s 1y g e B e I3 Ol ke
355 @le Ol ST 4 a5y oI (658> oz Sl Gllb Co 5 gla sl o b
b iess B 5l i onl i o YU S ST o b IS plwit 1 e camipa g il
e (WW4Q) ool 5 o ol 5 (VP o) 251K 5 Lgodes (5 ol (NS 5 S slaadly
Ll 03 45

ol CahST o5 28G5 S 6 s S ol OT 1 (Sl o35 4 o 5 iz
Jlesl b U;;C}golﬁd}b)zﬂolﬁd#@pJJdei;m)wbd)bmjdé;ﬂxﬁU
EMSin b Ol pla ¢ Ol 5 S 8 0SS (6l ()8 555 5 aiksi 5 O gomans il g3
L ot b Jaas! b 5l eslaal cmscygnoly 5l LUl s g jsome OUT 5 Ldd agarlse ol
2t 5 B AU Wl5 ol ol 5 S e o 5 s Sl Kl
b 358 o gl ChST Al a e Sulgi 53 5 AL bl Ol sl S5LaS 5 (6 S e
OF ) 5L 5 63l,0 5 (YY) 20 5 J (YY) o ST claasil L iass = s
Sl 03 49 punad

Ont Sakaly g Sl edials S g slis ST g st 45 25 OT 5 (Sl p s 4 b i
13,5 oS 681 015 gn 0 Oy sl (5555 Lol 2 3013 (R p e DSy o gl S
L LOT L Lyl OIS s gaan glolid 4w Ly d 0 &S 5 6K 3405 O p e 7 Sbo
C}:..iua.:qq-jl.;db-..\.:.&l.!4:.&\:LgJ:.@{ébth)yaA;dedew);U.\uag;ﬁd&}ﬁ.u
e Al os g oYL o Ol Gl &S SlS i syl sy ezl iy ST ey s
el LT plosl S (a5 b Ol s 51 5 ST 03lial By ST s 3l 51 Lles 87
Sdad 9 LS Sy gluls Iy Slalesl 5 OIS caar S G4 8 & dules (,)Ken & Soses
s i Uy S 6 a4 ) OVSC !
Ololgss

L1 plows by 5 e & Glyelgn 255 r sy oo Loy ol 4 a5 L IS 55k 4
Olgins 1y Jole 95 opl g 03,5 Cdse ke Dlia )3 (65 Zu s shaian 5 Jols e (gl 095 4

Ol 5 Ol ansle ¢ LU glaslg & cmman 6,50 i 53 o plam CukST 5 g0 Jolge



fo Ol 5 slaal e O el 5 s Us S g sed SU

el ST 5 g 1 03Y Slbges ¢ olotl 4l 3150 53 8 355 e ho g e
.%usw\gugw\j&m@w@wm

pa 35 5 5 o SSSE 4 g s Sl ST sl 6l Sl
Wl ol iS5 (6 K3 sl

&b
S i Jbo 6 K i) F CiS e 6,8 g by (VYRR sy ol 5 15 (s ol
VA Vel 5 Co ke pale s poles sla sty oo plon
Sl iy ool et g0 0311 5 ol CeiS bl (VWAR)0518 3 3T 5 oo b ol
AAADEIVNY ¢ s ol 5 (5l bl
Calien (o S 50 (6 grmmn . (VFRQ). sutgae I 5 ool (ghomun ¢ 3mny 0315 pmim 01y 631 g2 ¢ giamem
“YNVOWR o oli 5 ol Copde doliliai o 5 LS T L O sl Glosl s 53 35T A8 OL =
¥
om BLl g (o plee ST S0 0P Lenc (650 5 5 (Slge e85 fommeme ((FL S ¢ s gl
NY-OF B (gl (slo oy pn Jo 5 K51 8 S 53137 i sl 0L >
ool i ol (slo O sl (S5 5 (ISt ConS T el S e OVA). 5 Te e s
53T g plazl 5 Sl e 0uSin s (sl L) (i3 )18 asbOLYL 0L ol SLosl s 2
e by S 2 Il
(oo (bl dloms e gl 6 VA5 S S e (63l BT (e OVF 0 )L e L5
VA-FAQ)YD
SMolee o dlasly  Jale e S5 SE (V)L e (931 46 5 o STIs (ol tae s i oe ¢ A5
N AN ¢ o (g plbla slo gz o 6 Koy 8 iS5 2 it
323 G S w31 6 Ol 36O 1), gae Sl 0 S8 5 Joadll e Sladt s ulgn sl o
CNYANY BN ol o ol L iy dalil s o gl e CiS i oL
doi:10.22034/jpar.2022.551241.1083
iy (Sl OS5 55 eSS 5 OS5 s S5y 56 o V)bl ¢ e 5155 (5 3le
P O (bl 5 ol 43 oy o it 2y (5185 50 4 anlilas O g5 J1alg GBlosl oy 55 0k
BT LRS- PR K g Sy G L g LENTPP g PSR () SEDRS- N RSP
W-DYBOVIF ¢y ke s (sl 1] i aoliliai l3lg: Gy

References

Abdelhak, E. E., Hussainey, K., & Albitar, K. (2023). Covid-19 disclosure: do internal
corporate governance and audit quality matter? International Journal of Accounting &
Information Management, 31(1), 170-194. doi:10.1108/1JAIM-05-2022-0108

Achour, Z. & Boukattaya, S. (2021). The moderating effect of firm visibility on the
corporate social responsibility-firm financial performance relationship: evidence from France.
Corporate Social Responsibility, IntechOpen.

Akrimi, N. (2021). The Impact of Coronavirus Pandemic on Audit Quality: The Perceptions
of Saudi Auditors. Academy of Accounting and Financial Studies Journal, 25(1), 1-7.



V() ol sl oslad oJsl o (S8 sl 5 Jbe ¥5

Albitar K, Gerged AM, Kikhia H & Hussainey K (2021). Auditing in times of social
distancing: The effect of COVID-19 on auditing quality. International Journal of Accounting
& Information Managemen;29(1): 169-178.

Albitar, K., ElImarzouky, M. & Hussainey, K. (2022). Ownership concentration and Covid-
19 disclosure: the mediating role of corporate leverage. International Journal of Accounting and
Information Management, 30(3). 339-351.

Alharasis, E. E., & Mustafa, F. (2023). The effect of the Covid-19 epidemic on auditing
quality and the reaction of family vs non-family businesses to Covid-19: the case of
Jordan. Journal of Family Business Management.

Asghari, N & Qalichi, H. (2019). Investigating the impact of managerial fronting on the
quality of financial reporting: the role of the audit committee. Contemporary researches in
management and accounting sciences, 2(7). 81-108. [In Persian]

Becker, C., M. DeFond, J. Jiambalvo, & K. Subramanyam, (1998). "The effect audit quality
on earnings management”. Contemporary Accounting Research 15 (1). 1 24.

Crucean, A.C. & Hategan, C. D. (2021), Effects of the Covid-19 Pandemic Estimated in
the Financial Statements and the Auditor's Report, Audit Financiar, 1(161). 105-118, DOI:
10.20869/AUDITF/2021/161/001

Dakhli, A. (2021), “Does financial performance moderate the relationship between board
attributes and corporate social responsibility in French firms?”, Journal of Global
Responsibility. doi: 10. 1108/JGR-02-2021-0016.

Dakhli, A., & Mtiraoui, A. (2021). Corporate characteristics, audit quality and managerial
entrenchment during the COVID-19 crisis: Evidence from an emerging country. International
Journal of Productivity and Performance Management, 72(4), 1182-1200.

Deylami Moezi, A. (2013). Investigating audit quality, corporate governance and
characteristics of companies listed on the Tehran Stock Exchange. Master's thesis in
Accounting, Humanities and Social Sciences Research Institute, Raja Qazvin Non-Profit Higher
Education Institute. [In Persian]

Goodell WJ(2020). COVID-19 and finance: Agendas for future research. Finance
Research Letters;35:101-112.

Gyimah, D. & Gyapong, E. (2021).Managerial entrenchment and payout policy: a catering
effect, International Review of Financial Analysis, Vol. 73, 101600.
Hasas Yeganeh, Y; & Azinfar, K. (2010). The relationship between audit quality and audit

firm size. Accounting and Auditing Reviews, 17(61), 85-98. [In Persian]

Hosseini, J; Hassanzadeh Brothers, R; Mohammadi, A& Zeinali, M. (2019). Value Content
of Different Free Cash Flow Patterns in Tehran Stock Exchange with Emphasis on Industry
Type. Quarterly Journal of Asset Management and Financing, 9(33). 21-46. [In Persian] .

Hsu, Y.L., & Liao, L.K., (2021). Corporate governance and stock performance: the case of
COVID-19 crisis. J. Account. Public Policy, 106920.

Hsu, Y.-L., & Yang, Y.-C. (2022). Corporate governance and financial reporting quality
during the COVID-19 pandemic. Finance Research Letters, 47, 102778.

Huh, B. G, Lee, S., & Kim, W. (2021). The Impact of The Input Level of Information
System Audit on The Audit Quality: Korean Evidence. International Journal of Accounting
Information Systems, 43, 100533.

Jung, Y. K., & Kim, S. H. (2020). Information Risk and Debtholders’ Mispricing by
Considering Audit Quality. Asia-pacific Journal of Financial Studies, 49(3), 463-508.

Khodadadi, V; Rashidi Baghi, M; Khouri, M; & Norouzi, S. (2015). The effect of audit
quality on the relationship between free cash flows and financial reporting quality. Accounting
Reviews, 2(6), 53-72. [In Persian]

Khoirunnisa, W., Fadhilah, W. A., Astuti, W. W., Mawarni, Y. I., & Gunawan, A. (2021).
Tinjauan Kualitas Audit Jarak Jauhdi Masa Pandemi Covid-19. Paper presented at the Prosiding
Industrial Research Workshop and National Seminar.

Koo, K., & kim, K. (2018). CEO power and firm opacity. Applied Economics Letters,
https://doi.org/10.1080/13504851.2018. 1497841.



v Ol 5 slaal e O el 5 s Us S g sed SU

Li, L., Monroe, G. S., & Coulton, J. (2023). Managerial litigation risk and auditor
choice. International Journal of Auditing.

Luo, Y., & Malsch, B. (2020). Exploring improvisation in audit work through auditors’
response to COVID-19. Available at SSRN 3643823.

Moradi, M; Soleimani, A; & Shukrian Barjestani, M (2022). The impact of the crisis caused
by the epidemic of the respiratory tract virus on the quality of auditing. Professional Audit
Research Quarterly, 2(6), 112-128. doi:10.22034/jpar.2022.551241.1083 . [In Persian]

Mosaferi Nejad Moghaddam, F. (2019). Investigating the effect of company characteristics

on audit quality in companies listed on the Tehran Stock Exchange. Quarterly Journal of New
Research Approaches in Management and Accounting, 3(13), 330-344. [In Persian]

Persakis, A., & latridis, G.E., (2015). Earnings quality under financial crisis: a global
empirical investigation. J. Multinatl. Financ. Manag. 30, 1-35.

Rezaei, Gh. (2022). effects of the Covid-19 pandemic on the auditing profession. Journal
of Health Accounting, 25(1)48-71. [In Persian]

Salehi, M., Adibian, M. S., Sadatifar, Z., & Khansalar, E. (2021). The relationship between
corporate governance characteristics and agency costs. Zbornik radova Ekonomskog fakulteta
u Rijeci: Casopis za ekonomsku teoriju i praksu/Proceedings of Rijeka Faculty of Economics:
Journal of Economics and Business, 39(1), 199-22 doi:10.18045/zbefri.2021.1.199

Seifzadeh, M., Rajaeei, R., & Allahbakhsh, A. (2022). The relationship between
management entrenchment and financial statement fraud. Journal of Facilities
Management, 20(1), 102-119.

Trombetta, M. &, Imperatore, C., (2014). The dynamic of financial crises and its non-
monotonic effects on earnings quality. J. Account. Public Policy 33 (3), 205-232.

Yousefi, S. (2022). Investigating the impact of covid-19 on the quality of audits of
companies admitted to the stock exchange. Accounting and Management Perspective
Quarterly, 4(51)59-77. [In Persian]

Zahri Abdowand, S; Moghadam, A & Tamradi, A. (2022). The effect of CEO power on the
relationship between managerial transactions and financial reporting quality, Financial
Accounting Research, 47(1)87-108. [In Persian]



