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VII. CONCLUSION

This study links organizational theory to the financial reporting and
auditing literatures to examine whether a company’s business strategy
affects the strength of its ICFR and the quality of auditors’ ICFR reports.
We find that business strategy is a significant determinant of the
strength of a firm’s ICFR, incremental to known determinants of MWs.
We find that greater prospector characteristics are associated with
higher likelihoods of reporting MWs and lower likelihoods of
remediation. We also find that strategy is associated with a higher
likelihood of untimely reporting of MWs, which suggests that auditors
have greater difficulty in identifying and reporting MWs for prospector-
like clients. Finally, our results suggest that internal control strength
partially mediates the positive association between strategy and
restatements in Bentley et al. (2013).
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