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Economic bonding, auditor safeguard and audit quality:

Peer review evidence from individual auditors
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SUMMARY AND CONCLUSIONS

The first objective of this study was to examine whether the economic bond between an individual
1). TheHengagement partner and his or her client threatens auditor independence and thus audit quality (
second objective was to investigate whether auditor’s good economic position acts as a safeguard
due to such mitigating at least partly the effects of this economic bond (H:z). The self-interest threats are
sing theoreasons as dependence on total fees from an assurance client, concern about the possibility of |
engagement, or contingent fees. Many studies have found auditor independence impairment due to
some economic bond associated with lower quality (Frankel et al. 2002; Knechel et al. 2013). However,
al. 2012).tstudies have not found evidence for this association (DeFond et al. 2002; Lennox 1999; Hardies e
d that foreThere is lack of research on safeguarding in this situation. However, Knechel et al. (2013) show
ard)udistressed firms the client’s economic importance increased and the auditor’s wealth (as a safeg

.decreased the auditor’s propensity to give a modified (going concern) audit opinion
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