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The effect of auditor IT expertise on internal controls
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5. Conclusion

The extant literature documents the important role that IT plays in financial reporting. Regulators and practitioners continually
call for auditors to improve their understanding of IT to better understand the role it plays in financial reporting so that their role
as an effective monitor within a client's overall governance structure is improved. Our results suggest that auditor engagements
are subject to symbolic signals of the auditor's relationship with the client. Specifically, we find a higher likelihood of auditor dis-
missal following the reporting of a client's IT and non-IT material weakness.

Utilizing the external auditor as an example of an external governance mechanism employed by firms, we also provide evi-
dence of the benefits associated with auditor IT expertise in advancing a firm's IT resources. We suggest that our findings
show that IT expertise allows auditors to benefit their clients by decreasing the number of reported IT material control weak-
nesses. The evidence suggests that IT expertise is an important auditor characteristic that provides differential benefits to their
clients. These results are important for regulators and practitioners because they suggest that improved IT training could improve
the quality of audits and client financial reporting outcomes
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