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INTRODUCTION tions related to auditor switching at the KAP level have
been abolished. This phenomenon is interesting to be
studied, especially related to the motives underlying the
company to do auditor switching when the regulations
related to the replacement of KAP have been abolished.

Initially, this KAP transfer was carried out based
on a mandatory to overcome the problem of the loss of
auditor independence that occurred in the Enron case in
2002. The American government at that time expected
that mandatory auditor switching could strengthen cor-
porate internal control and restore public trust regarding
the accountability of company’s financial statements.
However, on the other hand, auditor switching also has
several negative impacts, especially those that are done
voluntarily, namely (1) the decrease in the quality of au-
dit results because the new auditor does not understand
the company’s actual condition and (2) the increase in
audit fees because the new auditor still has to make an
understanding over company information so that it re-
quires a lot of time and money.

Research gaps also occur in several research vari-
ables such as audit opinion, audit delay, and audit fees.
* E-mail: aliffanurul1 6@gmail.co.id Audit opinion is proven by research conducted by Put-
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Auditor switching is a decision made by a compa-
ny to change or move a Public Accounting Firm (KAP).
This auditors switching is usually done to maintain and
improve the quality of the result of financial statements
by maintaining the auditor’s credibility and independ-
ence. If this cannot be fulfilled, then the company can
just replace it with an auditor who is considered to have
higher credibility and independence. Auditor switch-
ing is also regulated by the Government of Indonesia
through KMK No. 423 / KMK.06 / 2002 and PMK
No. 17 / PMK.01 / 2008 concerning Public Accountant
Services and PP No. 20 of 2015 concerning the Practice
of Public Accountants.

The phenomenon of auditor switching in Indone-
sia over the past five (5) years has experienced quite ex-
treme fluctuations in the percentage of the amount. The
highest fluctuation in the last five years occurred in 2016
with a percentage of 24.71% with a percentage increase
of 21.07% from 2015, though in that year the regula-
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significant effect on auditor switching, in contrast to
research conducted by Chadegani et al. (2011); Karlia-
na et al. (2017) which find no significant effect of audit
opinion on auditors switching. Audit delay is proven
by research of Pawitri & Yadnyana (2015) which influ-
ences auditor switching, whereas Kasih & Puspitasari
(2017) fails to prove the effect of audit delay on auditor
switching. Audit fee is proven by research of Ismail et al.
(2008); Astuti & Ramantha (2014) which find that there
is a significant effect on auditor switching, whereas Cha-
degani et al. (2011); Khasharmeh (2015) find no effect
between audit fees to auditor switching. The existence
of the research gap is the background of the auditor’s
reputation as a moderating variable in this study.

This study aims to prove the effects of audit opini-
on, audit delay, and audit fees on auditor switching. This
research is one of further studies of research conducted
by Sari & Widanaputra (2016), so that the originality of
this study is the addition and the use of variables that fo-
cus on the influence caused by external factors (auditor’s
side) of the company and the use of analysis technique
of absolute difference value test to test moderation, this
analysis technique is different from previous research
that uses interaction testing.

This research is based on agency theory and sig-
nal theory. Agency theory is to explain the contractual
relationship between agents and principals. This theory
is used to explain the actions taken by companies to re-
duce the existence of information asymmetry. Compa-
nies need high-quality audit services, so the companies
will choose the right auditor to reduce certain condi-
tions, such as information asymmetry and agency prob-
lems (Tu, 2012).

Signal theory to explain that the actions taken by
the companies will be information that is used by in-
terested parties to conduct business considerations. Ac-
cording to Connelly et al. (2011), these circumstances
will motivate high-quality companies to give signals but
low quality companies will not be motivated. Signal
theory also states that companies switch auditors when
they want to convey signals to the public through the
type of auditor that is seen (Bagherpour et al., 2010).

Audit opinion is an assessment from an exter-
nal auditor for the reasonable inspection of a financial
statement. Where audit opinion is very important as a
basis for consideration of users of financial statements.
According to Nawalin & Anisykurlillah (2017), when
a company fails to provide a good financial statement
in an effort to accept an unqualified opinion, the com-
pany may try to find a way to defend the opinion. Based
on agency theory, manager as an agent who is assigned
to carry out services which become the interests of the
principal often acts not in accordance with the expecta-
tions of shareholders. This can be caused by a conflict
of interest (self-interest) so that management can decide
to change its auditor if the opinion accepted is not in
accordance with the wishes of the company. Moreover,
Putra & Suryanawa (2016); Budisantoso, Rahmawati,
Bandi, & Probohudono (2017) succeed to prove the neg-
ative influence of audit opinion on auditors switching.
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H: Audit opinion has a negative effect on auditor
switching

Audit delay is the length of time that auditor
uses in auditing financial statements, starting from the
book closing date of financial statement until the sign-
ing of audit report. Managers are generally motivated to
provide good information about the company as soon
as possible (Agustina, Jati, & Suryandari, 2017). The
timeliness publication of audited financial statements to
the public will maximize the benefits of financial state-
ments as information for users of financial statements,
but if there is a delay in the report, the relevance of the
information will be lost so that it will cause a negative
response from capital market actors (Putra & Sukirman,
2014). The signal theory states that audit delay that is too
long or too short will cause a negative response from the
public. When the audit delay exceeds the specified time,
it will raise an issue among the public that the company
is in a bad condition that can affect the company’s image
on the Indonesia Stock Exchange (Kasih & Puspitasari,
2017). Companies with a long audit delay will be more
likely to make auditor switching than companies that
have a short audit delay. Thus, it can be concluded that
audit delay has a positive effect on auditor switching in
a company. Furthermore, Pawitri & Yadnyana (2015)
succeeded to prove a positive relationship between audit
delay on audit switching.

H,: Audit delay has a positive effect on auditor
switching

Audit fee is a reward for the service received by
the auditor as a professional who has provided services
to the client company. Chadegani et al. (2011), reveal
that when the audit fees incurred are deemed unsuitable
by managers, the managers would try to change their
auditor to a KAP that has a better offer. When audit
fees exceed the fairness limit, the company would try to
find an auditor who has a lower offer despite having to
release the auditor which they usually use (Sari & Wi-
danaputra, 2016). Based on agency theory, management
as the party authorized by the principal will certainly try
their best to reduce costs that are felt not to be incurred
because each management certainly has a cost tolerance
limit that must be incurred to obtain the services needed.
This is where the tendency for higher audit fees will af-
fect management to replace their auditors with auditors
who charge lower audit fees. Furthermore, Ismail et al.
(2008); Astuti & Ramantha (2014) succeeded to prove
the positive influence of audit fees on auditor switching.

H,: Audit fees have a positive effect on auditor
switching

Auditor’s reputation is one of the considerations
that a company can use when choosing its auditor. Au-
ditor’s reputation is a big name view held by an auditor
for the achievements and trust of the public that bears
the KAP or a public auditor. To present a good finan-
cial statement, the company management (agent) tries
to choose a qualified auditor (Solikhah & Kiswanto,
2010). Astuti & Ramantha (2014) explain that the com-
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pany will get a negative response to its share price when
the company receives an opinion other than unqualified
opinion. The quality of the auditor’s opinion has a sig-
nificant effect on the likelihood of the auditor switching.
This is due to management feel less satisfied with the
auditor’s performance so that management will try to
make auditor switching, and a good auditor’s reputation
will strengthen the possibility of the company conduct-
ing auditor switching because the acceptance of opin-
ions other than unqualified opinion. Based on signal
theory, opinions given by KAP with a good reputation
will give a strong signal to investors. Signal theory also
states that companies switch auditors when they want to
convey signals to the public through the type of auditor
that is seen (Bagherpour et al., 2010). It can be conclud-
ed that auditors who have a good reputation strengthen
the negative relationship effect of the audit opinion (un-
qualified opinion) on switching auditors.

H,: Auditor’s reputation significantly moderates the
effect of audit opinion on auditor switching

Audit delay usually occurs due to a delay in the
publication of the audit report by the auditor. The time-
liness of the reporting of an audit report affects the qual-
ity of the financial statements. Delays that occur can be
caused by the high level of business complexity, so that
it impacts on the completion of the audit process which
is quite long on the parent company and its subsidiar-
ies (Che-Ahmad & Abidin, 2008). Based on the signal
theory which states that the stakeholders need clear in-
formation about the company’s performance through
company information signals by looking at various ac-
tions and decisions that have been made by manage-
ment. Audit delay can be a problem if the range of audit
delays that occur within a company is too long which
can ultimately cause delays in the delivery of financial
statements (R. Putra, Sutrisno, & Mardiati, 2017). Thus,
information delays that occur can be bad news, which
results in a negative response from the market and will
reduce the value of the company and public trust to
the company. However, when the auditor used by the
company has a good reputation, the public will consider
that the audit delay that occurs is merely to improve the
quality of the audit results of the company’s financial
statements. It can be concluded that the auditor with a
good reputation level will weaken the positive influence
of audit delay on auditor switching.

H,: Auditor’s reputation significantly moderates the
effect of audit delay on auditor switching

Companies that have used KAP services with Big
Four’s reputation usually will not do auditor switching
because they consider that reputable KAPs are able to
support the companies in maintaining its survival. Agen-
cy theory states that the relationship between agents and
principals will lead to conflicts of interest. So as to main-
tain the continuity of cooperation between principals
and managements and survival of the companies, moni-
toring tool is needed, that is, a third party as an interme-
diary that can be used by the principal to see the perfor-
mance of management (Kiswanto & Mukhibad, 2011).
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Agency problems cause agency costs to emerge. High
agency cost due to an engagement with a third party (au-
ditor) makes management considers switching auditors
to KAP that offer lower fees. However, agency theory ra-
tionally states that the companies will also consider the
benefits received and costs incurred so that high agency
cost resulting from a bond with reputable auditors (big
four) will not influence the company to change auditors.

Based on signal theory, which assumes that giving
signals to the market will usually be done by a quali-
fied company, so the market can distinguish good and
bad qualities of a company (Adhiputra, 2015). Compa-
nies will tend to provide good information or signals by
showing the name of the Public Accounting Firm used.
Therefore, if the auditors used are auditors who have
reputation, then the companies will tend to maintain it.
This is in line with the result of the study Sari & Wi-
danaputra (2016), which states that auditor’s reputation
has succeeded in weakening the positive relationship be-
tween audit fees to auditor switching.

H,: Auditor’s reputation significantly moderates the
effect of audit fees on auditor switching

RESEARCH METHOD

This research was a research that used a quanti-
tative approach, with secondary data obtained from the
audited financial statements of the going public compa-
nies in 2015-2017 which listed on the Indonesia Stock
Exchange (www.idx.co.id). The population of this study
amounted to 140 manufacturing companies listed on the
Indonesia Stock Exchange in 2015-2017. The sampling
technique used purposive sampling thereby obtaining
66 companies with a final number of 198 analysis units.
The sample selection data for this study are listed in the
following Table 1.

Table 1 . The sample selection stage is based on criteria

No  Criteria of Purposive Sampling Eh.ml Total
nation

1 Al Manufacturing sector 140
companies listed on the IDX in
2015-2017

2 Companies that publish annual
reports / audited financial
statements for 2015-2017

3  Companies that have complete
data needed during the period
December 31, 2015-2017

4  Companies that present their
financial statements and annual
reports in Rupiah

Total analysis units (66x3)

Source: data processed (2018)

(34) 106
(16) 90

(24) 66

198

The variables used were audit opinion, audit de-
lay, audit fee, and auditor reputation as a moderating
factor that reinforces the influence of the independent
variables on auditor switching acceptance. The defini-
tions and measurements of variables summarized in the
following Table 2.
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No. Variables Operational Definition Proxy Scale
1. Auditor Change of auditors or public Dummy variable, Nominal
Switching accounting firm (KAP) made 1 for companies that do KAP switching
(AS) by company'’s clients (Putra & and 0 for companies that do not make
Sukirman, 2014). switching (Chadegani et al, 2011).
2. Audit The opinion given by the auditor Dummy variable, Nominal
Opinion on the financial statements as the 1 = Company gets an unqualified opinion
(0A) final result of the audit process 0 = Companies that get other than
(Pawitri & Yadnyana, 2015) unqualified opinion (Pawitri & Yadnyana,
2015).
3. AuditDelay The time required by auditor Total days measured from the book closing Ratio
(AD) to audit the financial statements  date of the company December 31 until
from the book closing date of the the date the audit report is signed by the
company’s year 31st December  external auditor (Turer & Tuncay, 2016).
to the date of signing the audit
report (Robbitasari & Wiratmaja,
2013).
4.  Audit Fee Costs paid by the company to Dummy variable, Nominal
(AF) external auditors in return for 1 for companies experiencing an
auditing services performed increase in audit fees, and 0 for those not
(Musah, 2017) experiencing an increase (Chadegani et al.,
2011).
5. Auditor’s Good name of auditor or KAP  Dummy variable, Nominal
Reputation  for their achievements and public 1 for KAPs that are affiliated with The
(RA) trust (Hidayanti & Sukirman, Big Four Auditor, and 0 for KAPs that are

2014)

not affiliated with Big Four (Aronmwan,
Ashafoke, & Mgbame, 2013)

Source: data processed (2018).

Data collection technique used documentary
technique taken from the company’s financial state-
ments in 2015-2017 for the independent variables of
audit opinion, audit delay, audit fees, and auditor repu-
tation, as well as auditor switching variable. The ana-
lysis techniques used descriptive statistics, logistic reg-
ression, and moderation effect testing by using absolute
difference value test, by finding the difference in the ab-
solute value of the independent variables that have been
standardized with a significance level of “a” 0.05. The
mathematical model of this study is as follows:

SWITCH

Hm = a—B10A+P2AD+B3AF+ 4 |OA—RA

|+B5 |AD—RA |+6 |AF—RA|+ ¢i...(1)

RESULTS AND DISCUSSIONS

The results of descriptive statistical test related
to the description of the probability of the relationship
between the dependent and independent variables ac-
cording to the sample in this study are summarized in
the following Table 3.

Table 3. The Relationship between Independent and Dependent Variables

Doing Auditor Not Doing Auditor

Category Switching Switching Total Percentage
Audit Opinion
Ungqualified Opinion 15 104 119 60.10
Except Unqualified Opinion 28 51 79 39.90
Audit delay
Experiencing Audit delay 2 2 4 2.02
Not Experiencing Audit delay 153 41 194 97.98
Audit fee
Experiencing an Increase in Audit Fees 27 105 132 66,70
Not Experiencing an Increase in Audit Fees 16 50 66 33,30
Auditor’s Reputation
Big 4 KAP 5 65 70 35,40
non Big 4 KAP 38 90 128 64,60

Source: data processed, 2018.
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Table 4. Summary of Hypothesis Test Results
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HypotHEsis Coefficient Sig Results
H, Audit opinion has a significant negative effect on auditor switching -0.789 0.002 H, accepted
H, Audit delay has a significant positive effect on auditor switching 0.152 0.462 H, rejected
H, Audit fees have a significant positive effect on auditor switching -0.167 0.412 H, rejected
H Aud1t0.r s reputation significantly moderates the effect of audit opinion 0.69% 0.113 H, rejected
4 on auditor switching 4
o Aucptor s r'epu'tatlon significantly moderates the effect of audit delay on 0.114 0.686 H.rejected
5 auditor switching 5
H Auditor’s reputation significantly moderates the effect of the audit fess 0.464 0274 H, rejected

6 on auditor switching

Source: data processed (2018).

The result of logistic regression test of the -2Log
Likelihood value shows a decrease of 30.178 which in-
dicates a better regression model because it fits with the
data. Chi-square value of 9.446 significance probability
of 0.306> o 0.05, then the model can be accepted. The
ability of independent variables to explain the depen-
dent variable is by 21.8%. The predictive power of the
companies do not do auditor switching by 100%, the st-
rength of the regression model predicts that companies
do a revaluation of 2.3% indicating as many as 1 com-
pany can be predicted precisely by the research model.
The overall percentage value is 78.8%.

SWITCH

Ln-—rrm g = -3.231-0.789 OA +0.152 AD -

0.167 AF + 0.696 OA_RA + 0.114
AD_RA +0.464 AF RA .......... ©)

The following is a summary of the test results
with a significance level of 0.05 which can be seen in
Table 4.

The Effect of Audit Opinion on Auditor Switching

The result of logistic regression test produces a
negative regression coefficient. The negative coefficient
value is supported by agency theory which states that
humans tend to be selfish (self interest). Where manag-
ers as the agents assigned to carry out services that be-
come the interest of the principals often act not accord-
ing to the expectations of shareholders. Meanwhile, the
role of an independent auditor as a third party in charge
of providing insurance related to the reasonableness of
a financial statement is needed. Where companies that
do not receive unqualified opinions generally will get a
negative response from investors, so companies with the
acquisition of opinions that are not in accordance with
the wishes may be able to overcome these problems by
conducting auditor switching.

Audit opinion is proven to have an effect on au-
ditor switching because based on the research data, the
sample companies on average get good audit opinion
(unqualified opinion) so they are not too interested in
changing auditors. This is in line with research con-
ducted by Putra & Suryanawa (2016); Budisantoso,
Rahmawati, Bandi, & Probohudono (2017) which find
a significant negative relationship between audit opinion
and auditor switching.

The Effect of Audit Delay on Auditor Switching

The result of logistic regression test shows posi-
tive but not significant result. The positive coefficient is
explained by the signal theory in which the length of
audit delay that occurs will cause a negative response
from investors thereby increasing the likelihood of the
company to conduct auditor switching. The result of the
study is not successful in proving the theory of the au-
dit delay relationship on auditor switching. Audit delay
does not affect the company’s decision to conduct audi-
tor switching because it is assumed that almost all sam-
ple companies do not experience audit delay so there
is no need to make changes. The results of descriptive
statistics in Table 3 show that the average companies in
the manufacturing sector that become samples in this
study were companies that do not experience audit de-
lay because the mean value of audit delay in this study
is below 90 days. This result is in line with research from
Kasih & Puspitasari (2017); Sari, Deviyanti, & Kusu-
mawardani (2018) which do not find the effect between
audit delay and auditor switching.

The Effect of Audit Fee on Auditor Switching

The logistic regression results show a negative co-
efficient. This is because making a new engagement will
also increase a new higher cost for the engagement. The
researchers failed to find the positive effect explained
by the agency theory between the audit fees on audi-
tor switching. This is because the current phenomenon
shows that the results of services provided from a low
audit fee are not necessarily in accordance with what the
companies want, because basically the complexity and
level of the capability standards of each company are
different. The statistical results in Table 3 show that as
many as 79.54% of sample companies that experience
an increase in audit feet do not conduct auditor switch-
ing. The results of this study are supported by agency
theory which states that one of the properties of other
agents is rational, that is management will compare the
costs incurred with the benefits to be received by man-
agement. Circumstances where management tends to
choose a higher fee offer from an auditor because the au-
ditor meets the qualifications required by the company,
so the benefits obtained by management are higher than
the cost. This is in line with research of Chadegani et al.
(2011); Khasharmeh (2015) which also failed to find the
effect between audit fees on auditor switching.
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Auditor’s Reputation in Moderating the Effect of
Audit Opinions on Auditor Switching

The results of the absolute difference test coeffi-
cient to examine the effect of moderation of the auditor’s
reputation variable on the relationship of audit opinion
with auditor switching show a positive coefficient. This
means that the auditor’s reputation does not succeed in
moderating the relationship between audit opinion and
auditor switching. The results of the study failed to pro-
ve the agency theory and signal theory which explain
the influence of moderation. The auditor’s reputation
failed to moderate the relationship between audit opini-
on and auditor switching. The research data in Table 3
has shown that most of the sample companies are still
audited by non-big four KAPs and have received an un-
qualified opinion in their audit reports, so that the re-
searchers assume that management considers whatever
the auditor’s reputation of both the big four and non big
four during the company receives unqualified opinion
will not influence the decision of large companies to
replace their KAP.

Auditor’s Reputation in Moderating the Effect of
Audit Delay on Auditor Switching

The results of the absolute difference test coeffi-
cient to examine the moderation effect of the auditor’s
reputation variable on the relationship of audit delay
with auditor switching show a smaller positive coeffi-
cient. The size of the auditor’s reputation is apparent-
ly not able to influence the management’s decision to
make auditor switching whether or not the audit delay
is experienced. The results of this study failed to prove
the signal theory which explains information about the
auditor’s reputation used by the company is considered
as a good signal, especially in large companies that have
many investors. The research data in Table 3 shows that
the companies do not experience a long audit delay even
though the samples used mostly do not use the Big Four
KAP for the audit process. This shows that basically both
big four and non big four auditors will try to retain their
clients by providing satisfaction with their audit services
to clients, one of which is by avoiding long delays. So
for this reason, the researchers assume that management
considers whatever the auditor’s reputation does not af-
fect the length of the audit delay so that it does not affect
the decision of large companies to replace their KAP.

Auditor’s Reputation in Moderating the Effect of
Audit Fee on Auditor Switching

The results of the absolute difference test coeffi-
cient to examine the moderation effect of the auditor’s
reputation variable on the relationship of audit fees with
auditor switching show a positive coefficient. The results
of this test can also be interpreted that the size of the
auditor’s reputation also does not affect the company’s
decision to make changes to the auditor either in compa-
nies that have increased audit fees or have not experien-
ced them. The results of this study are not able to prove
the signal theory which reveals that information about
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the auditor’s reputation used by the company is conside-
red as a good signal because the good reputation of the
auditor or KAP used by the company will strengthen
investor trust through qualified audit results.

The results of this study are in line with the agen-
cy theory which states that one of the properties of other
agents is rational, that is management will compare the
costs incurred with the benefits to be received by ma-
nagement. Circumstances where management tends to
choose a higher fee offer from an auditor because the
auditor meets the qualifications required by the compa-
ny, so the benefits obtained by management are higher
than the cost. The research data shows that most of the
sample companies that experience an increase in audit
fees do not use the Big Four KAP. Thus, the researchers
think that management might assume that using a non-
big four KAP that experiences an increase in audit fees
would also provide higher benefits as well in the form
of audit quality which is in accordance with what ma-
nagement wants. It can be concluded that the increase
in audit fees on non big four KAPs is considered not
to influence the decision of large companies to replace
their auditors.

CONCLUSIONS

The conclusions of this research are the accep-
tance of auditor opinion has a significant negative effect
on auditor switching so that the better the audit opinion
received by the company will reduce the possibility of
management doing auditor switching. Meanwhile, au-
dit delay and audit fee have no effect on auditor swit-
ching. The auditor’s reputation is not able to strengthen
/ weaken the influences of audit opinion, audit delay,
and audit fees on auditor switching, so that the auditor’s
reputation is not a moderating variable in this study. Fu-
ture studies are expected to be able to adjust the indica-
tors used to measure auditor switching, which can focus
more on the object of research at the level of public ac-
countants who audit rather than the level of the Public
Accountant Office because the use of KAP indicators is
no longer relevant to PP No. 20 of 2015.
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