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Abstract: It can be said the small businesses have characteristics that cause difficulties to their
auditors. This study investigates the characteristics of small businesses in Iran, problems auditors
of small businesses in this country face, frequency of occurrence of those problems, and their
impact on auditing. The research population was Iranian Institute of Certified Public
Accountants. The research period was fall 2014 and the research data was gathered through a
questionnaire. In order to test validity and reliability of questionnaire, factor analysis and
cronbach’s alpha were used respectively. Kolmogorov-Smirnoff test, Binomial test and one-
sample t-test were used to test hypothesis. According to the research findings, small businesses
managers don’t have positive attitude in audit and don’t enough support it. But there is a
regular audit program as well as audit reports are timely released in small businesses.
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1. INTRODUCTION

In order to conduct effective audits, audit services should be based on relevant
criteria (auditing standards).However, the auditing standards have got a public
aspect and are typically conducted “on the conditions governing business
companies.Hence auditing small businesses that encompass the largest number
of business units and their characteristics will face many problems. In certain
circumstances, Small businesses not only in terms of auditing standards but also
in terms of being compared to large commercial units, can seek more tests. This
issue is rooted in inappropriate and inadequate division of accounting functions,
personnel limitations, and inadequate internal control in small business units.
Because in large units, the auditioning team will do more scheduling periodic
auditing and having more qualified staff at lower levels are far less important
than the small units.

In this study, the performance of the auditing standards for audits in small
businesses has been studied with the following view: were the guidelines for
auditor’s opinion in small businesses provided or not?
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Nowadays “audits interpret and adjust accounting standards on their own
insights and experiences, and in some cases, the standards are overlook so that the
content is preferred to the form. This research addresses the standards and reiterates
the standards generality, universality and non-compliance with the conditions
governing small businesses, and mentions the problem of not providing
guidelines.Since there has been no comprehensive review of the audit problems
in small businesses, and the magazines that have been published, just have briefly
addressed some aspects. In addition, the importance of addressing the problems
of units which have a high percentage of business units. Despite the fact that there
is no audit guideline to mention the addressing issues specifically and explicitly,
we decided to investigate the problems resulting from the lack of such professional
guidelines for auditioning small businesses.

1.1. Research Purpose

The main purpose of this research is to investigate the problems accountants of
small economic units face in handling such units. By problems, we mean situation
in which using accepted accounting standards is not easily feasible. Problems are
results of situations, which impede the realization of auditor’s purpose toward
achieving to a confidence level that enables remarking about financial bills. These
problems cause executive problems not crucial differences in operations of small
and big units. In this research, accounting problems of big commercial units are
not tackled with Executive accounting problems of small and big units might be
similar but the reasons of them can be different. For example, auditing problems
of small commercial units are often related to few numbers of employees in these
units, while the auditing problems of big units are resulted from other reasons
such as collusion of employees with managers.

2. LITERATURE REVIEW

Big units usually affect small commercial units and their economic importance is
often understated. But we should know that even in US that the most important
base is multinational big companies, units with less than 100 personnel, specify
more than 40% of economic employment and the number of employees of 95% of
active commercial units are less than 20 people (U.S Burien of The Census Part 1
Table 5 (Washington DC: US Government Printing Office, 1977, P. 42). In our
country, in 1994, 99.1% of all civil trade units had fewer than 20 personnel and
97.8% fewer than 10 personnel. Hence, in accounting, the data requirements of
managers of small trading units, investors and creditors should be identified. In
providing and setting the accounting and auditing standards, the necessity of data
submission, which can be used by the groups mentioned, should be considered.
At present time, it seems that auditing standard are provided and set directly
based on needs and economic units. Auditors of small commercial units may
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consider and interpret all auditing announcements from the point of view of big
commercial units under the effects of such a reality. For example, sampling standard
is feasible in auditing of all commercial units. However, auditor of a small
commercial unit may account it as specific to big units and consequently ignore it
(SAS 39 Audit Sampling). Commission on auditor’s responsibilities in a report in
1978 claimed that difference in size, activity type of commercial units causes
differences in methods, and trends in special activities and not the standards
imposed. The existing implications about application of auditing standards in
commercial units does not meet the professional requirements. It is necessary to
investigate the probable effects of differences in units on type and domain of
investigation methods. New implication should be presented to be used in auditing
of smaller units (AICPA Commission on Auditors Responsibilities Report
conclusions And Recommendation (New York: AICPA 1978, P. 133).

3. RESEARCH HYPOTHESES

1. In small companies, audit is provided by audit management supports.

2. In small companies, there is a codified audit program.

3. In small companies, managers ‘attitudes toward audit is positive

4. In small companies, audit reports are prepared and reported on time.

4. METHODS

The research used an Inductive- analog Method, in other words, the research
hypotheses are based on inductive reasoning and deductive data collection was
done. To accept or reject hypotheses the required Information from selected samples
were collected by using questionnaires, then data were analyzed the data obtained,
and finally rejection or acceptance of test research hypotheses were provided.

4.1. The Population

The population of this study involved the auditors who were a member of Iranian
Association of Certified Public Accountants, entitled as: Helping auditor, auditor,
senior auditor, senior supervisor, manager and senior director. The desired word
to show the characteristic of auditors in this study, were decision making ability
or influence in the possibility of concluding contract with audit firms, so with the
mentioned conditions, the target population consists of the Iranian Association of
Certified Public Accountants, who are given the questionnaires in person.

Subject domain: The objective of this study is to examine the application
problems of audit in small businesses.

Place of research: The scope of this study is the audit organization;
questionnaires were distributed among the auditors who were a member of Iranian
Association of Certified Public Accountants.
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Time of study: This study was done from August 2014 to September 2014.

4.2. Variables

This study had four variables, which included the necessary administrative support,
audit programs, attitudes toward audit, audit reports.Theoretical information of
research was collected in library and using Persian and Latin books and articles
and to test the hypothesis SPSS software was used.

4.2.1. Data Collection Instrument

In the present study, a questionnaire is used to collect data and information. The
questionnaire contains two parts; the first part of the questionnaire includes
questions related to the characteristics of the auditors on the level of education,
Enterprise, job experience and present job status.

Is the second part of the questionnaire consists of the research main questions
which examines audit implementation problems in small businesses. In order to
assess the validity of the questionnaire, content validity was used, if that after the
formulation of research questions they were given to supervisor teacher, consultant
and experts in statistics field to express their opinions about the validity of questions
and to confirm the questions.Questionnaire is a series of questions that respondents
response them thoughtfully. When we would like to get a lot of information quickly
and easily, a questionnaire is used.

In most surveys, for ease of analysis and saving the time, questionnaires with
close-ended questions are used. In this study, close-ended questionnaires were used
to gather the information on the anticipated research hypotheses. The questionnaire
consists of questions about the research hypothesis, which is based on the variables
of the research model. In fact, the researcher has obeyed the ethical and required
considerations in this research to the given standards. In this regard, and to obey the
requirements and ethical considerations in the research, the participants were assured
that the completing and providing the questionnaires will bring no legal, economic
and social effect for them, and their confidential data is only used for statistical
purposes. They were also asked not to provide their name and personal information,
at the end the results have been collected and reported generally.

Table 1
Score 1-5

Very high High Moderate Low Very low General form

5 4 3 2 1 Score

The calculated Cronbach’s alpha was equal to 0.89 among 33 preliminary
questionnaires, which as internal validity. So, the final form of the questionnaire
was provided and distributed among the selected samples to calculate the sample
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size the Cochran formula was used, in which N the statistical population size is
equal to 228, n sample size, p is the probability of success equal to 0.5 and q is the
failure probability of 0.5 and the allowed error is equal to 0.5, z the standard error
on 95% confidence level is equal 1.96, The sample size was calculated by using the
below formula and was equal to 143.

2

2

2

2

1
1 1

z pq
dn
z pq

n d

Table 2
Received and undeceived questionnaires

Group Population Sample Answered Unanswered
Questionnaires  Questionnaires

Auditor 228 143 110 33

4.2.2. Reliability

The instrument must be reliable and valid so that the researcher could collect data
corresponding to research and analyze them, and also test the intended hypotheses
and answer the research question. Assessment tools and standardized tests usually
have adequate reliability and validity Hence researchers can operate them safely.
But no such confidence is found in the self-made tools, the researcher must ensure
their reliability and validity. (Hafz Nia, 2006, p. 154).The validity of a study, is the
accuracy of indicators and criteria that are provided in the measurement path of
intended effect, it means that is the researcher really measuring what he thinks is
measuring or not? Is it possible to generalize the data and findings or not, or
whether the techniques and selected instruments for assessing the subject are
appropriate or not (Sufi & Babayi, 2003, p. 120).

Accordingly, since the survey questionnaire was designed by the researcher,
has been measured in terms of validity and reliability in the following way.Validity
or trustworthiness, assure the research reliability and consistency .It means that if
the research is done at different times the results would be the same, this would
indicate the reliability of research findings, and is the of measurement instruments
of Results consistency. It means that if the assessing features are measured again
with the same and comparable means, under similar circumstances, to what extent
the obtained results would be similar and close and would be trusted. (Sufi &
Babayi, 2003, p. 130). In other words, the validity is that the scale and content of
the questions contained in the instrument measure exactly what it is supposed to
measure.
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4.2.3. Descriptive Analysis of Data

In descriptive analysis of data, phenomena are described from a statistical point of
view and valuable information about the samples is extracted. In Addition, the
above analysis would be useful for determining the composition of the sample
and identifying the attitudes of respondents.According to the results listed in Table
3, 93.6 of the sample hold M.A. degree or less education. Highest rates were
allocated to Bachelor’s degree with 68.2.

Table 3
The sample ratio of auditors’ community members, CPA, according to education level

Frequency Ratio Frequency Frequency

Education level B.A. 75 68.2 68.2
M.A. 28 25.5 93.6
Ph.D. 7 6.4 100.0

Total 100 110

Diagram 1: The sample ratio of auditors’ community members, CPA,
according to education level

According to the results listed in Table 4, 56.4% of the sample has the experience
of 12-18 years or less. Less than 5 years of experience with 10.0%, has been allocated
the lowest level.
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Table 4
The sample ratio of auditors’ community members, CPA, according to job experience

Frequency Ratio Frequency Frequency

Less than 5 years 11 10.0 10.0
job experience 5-11 24 21.8 31.8

12-18 27 24.5 56.4
19-25 30 27.3 83.6
More than 25 years 18 16.4 100.0
Total 110 100

Diagram 2: The sample ratio of auditors’ community members, CPA, according to
job experience

According to the results listed in Table 5, organization status, Audit Supervisor
with 38.2 percent, had as the highest rate.

Table 5
The sample ratio of auditors’ community members, CPA, according to

organization status

Frequency Ratio Frequency

Technical manager of institute 34 30.9
organization status Senior auditor 26 23.6

audit supervisor 42 38.2
Institute shareholder 8 7.3
Total 110 100
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Table 6 indicates the distribution of organizational status according to the
different levels of education. For example, 9.5% of those with supervisor
organizational audit status, had master’s degree.

Table 6: organizational status of sample according to educational level.
(Percentage)

Table 6
Also shows the distribution of organizational status according to job experience.

For example, 11.5% of senior auditors had 19-25 year’s job experience

Education B.A. M.A. Ph.D. Total

organizational status Technical manager of institute 58.8% 41.2% 0.0% 100.0%
Senior auditor 57.7% 30.8% 11.5% 100.0%
audit supervisor 81.0% 9.5% 9.5% 100.0%
Institute shareholder 75.0% 25.0% 0.0% 100.0%
Total 68.2% 25.5% 6.4% 100.0%

4.3. The Inferential Analysis of Data

In Inferential statistics, the aim of researcher is to generalize the results from a
small sample to a larger sample. In other words, the purpose of researcher is the
generalization of the obtained results in a manner that can explain and predict the
events. To infer the characteristics of a large group by the findings of a small group
the inferential statistics is used.

Diagram 3: The sample ratio of auditors’ community members, CPA,
according to organizational status
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Table 7
Organizational status of sample according to difference job experience. (Percentage)

Job experience

Less than 5 5-11 12-18 19-25 More Total
years than 25

years

organizational Technical manager of institute 8.8% 17.6% 14.7% 32.4% 26.5% 100.0%
status Senior auditor 15.4% 53.8% 11.5% 11.5% 7.7% 100.0%

audit supervisor 2.4% 9.5% 40.5% 35.7% 11.9% 100.0%
Institute shareholder 37.5% 0.0% 25.0% 12.5% 25.0% 100.0%
Total 10.0% 21.8% 24.5% 27.3% 16.4% 100.0%

Since in the study a Likert-scale questionnaire was designed, the normality of
hypotheses is examined. In the case of being normal for the test hypotheses, one-
sample T-test or binomial test (ration test) will be used.

Now, the normality hypothesis of data is going to be examined using the
Kolmogorov - Smirnov.

According to the results listed in Table 8:

� Since in the first hypothesis, P-Value = .012 < � = 0.05. So the normality
hypothesis of the data is rejected.

� Since in the second hypothesis, P-Value = 074 > � = 0.05. So the normality
hypothesis of the data is accepted.

� Since in the third hypothesis, P-Value = .002 < � = 0.05. So the normality
hypothesis of the data is rejected.

� Since in the fourth hypothesis, P-Value = .001 > � = 0.05. So the normality
hypothesis of the data is rejected.

Table 8
Kolmogorov-Smirnov test to examine the normality hypothesis of data
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a. Test distribution is Normal.

b. Calculated from data.

4.3.1. Impact of Management Support for Small Businesses Audit

First hypothesis: there is audit management support in small companies.

According to the results given in table 9, since for the first five questions related
to the hypothesis, 0P Value 0.05 and according to the observations of all
respondents significantly desired to answer very low and very low and moderate.
In other words, there is no significant audit management support in small
companies.

Table 9
Binomial test to check the hypothesis

Figure 4 which is obtained using the MINITAB16 software, provides the study
of the respondents score distribution to the first research hypothesis. As this chart
shows, respondents were significantly desired to choose 1st, 2nd and 3rd options in
Likert scale. In other words, the hypothesis is rejected.

4.3.2. The Impact of Audit Programs, in Small Companies

Second hypothesis: there is a codified audit program in small companies.

To investigate this hypothesis, we used one-sample t-test. However, before
running the test, the normality of the data was confirmed (using the Kolmogorov
– Smirnov test) (see Table 8).
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According to the results given in table 10 and 11 since, t = 5.647, df = 109, P-
Value =~ .000 and X  = 3.294; the hypothesis is confirmed. Thus, in small companies,
there is an audit program.

Table 10
Descriptive statistics of the second hypothesis

N Mean Standard deviation Mean standard error

110 3.294 0.547 0.052

Table 11
One-sample t-test to examine the second hypothesis

µ0 = 3

Confidence level of 95% for population mean (µ)
High end Low end Mean differences P-Value df t

0.3979 0.1912 0.29455 0.000 109 5.647

Figure 5 which is obtained using the MINITAB16 software, provides the study
of the respondents score distribution to the second research hypothesis. As this
chart shows, respondents were significantly desired to choose fourth and fifth
options in Likert scale. In other words, the hypothesis is strongly accepted.

4.3.3. Managers Attitudes toward Audit in Small Businesses

The third hypothesis: in small businesses managers ‘attitudes toward audit is
positive according to the results in the table 12, respondents answer to 11th, 12th,

Figure 5: Distribution of respondents score to the first research hypothesis
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13th and 14th questions were significantly focused on very low, low and moderate
options.

P–Value < � = 0.05, while the respondents answer to question 12th reply was
absented

P – Value = 0.071 > � = 0.05. Respondents answer to 1th questions was
significantly focused on very high and high options. So in general, this hypothesis
is rejected.

Table 12
Binomial test to check the third research hypothesis

a. Alternative hypothesis states that the proportion of cases in the first group <0.6

4.3.4. The Effect of Audit Reports Preparation and Report on Time in Small
Companies

The fourth hypothesis: In small companies, Audit reports are prepared and reported
on time.According to the results given in table 13, since for the first five questions
related to the fourth hypothesis, P-Value =~ 0 < á = 0.05, and according to the
observations of all respondents, they were significantly desired to answer very
high and high options. In other words, in small companies Audit reports are
prepared and reported on time.
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Figure 6 which is obtained using the MINITAB16 software, provides the study
of the respondents score distribution to the fourth research hypothesis. As this
chart shows, respondents were significantly desired to choose fourth and fifth
options in Likert scale. In other words, the hypothesis is strongly accepted.

Table 13
Binomial test to check the fourth hypothesis

Figure 7
Distribution of respondents scores to the fourth research hypothesis
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5. RESULT OF TEST HYPOTHESES

To examine the first hypothesis, five questions were provided in which the
necessary management support in small businesses were examined. Since all the
respondents are shown to be significantly willing to choose very low, low and
medium options this hypothesis is rejected and it is concluded that in small
businesses the audit is not given the necessary administrative support.

To examine the second hypothesis, the impact of a codified audit program in
small businesses was studied through five questions. Since all the respondents are
shown to be significantly willing to choose very high and high options, this
hypothesis is strongly accepted.

In the third hypothesis, managers ‘attitudes toward audit in small businesses
was examined and according to the results of the tests the hypothesis is rejected.

The fourth hypothesis that is the publication and preparation of audit reports
on time in small businesses was studied and According to the respondents that
were shown to be significantly willing to choose very high and high options, this
hypothesis is accepted and in other words it can be said that in small businesses,
audit reports are reported and prepared on time.

Table 14
Summary of the results of the hypotheses tests

Variable Results of the research

necessary Administrative support Audit in small businesses do not have the
Administrative support

Audit codified Program There is a codified audit program in small
businesses

Attitudes of managers toward audit In Small businesses, Attitudes of managers
toward audit are negative.

Preparing and reporting of timely In Small businesses, audit reports are
audit reports prepared and published on time.

5.3. Recommendations for Future Research

1. The relationship between lacks of adequate internal control procedures to small
businesses audit.

2. The failure in audit documents to accounting of small businesses

3. The relationship between the managers’ unwillingness to disclose transactions
of related people in small businesses audit.

4. Difficulty effectiveness in obtaining supporting evidence of accounting, when
the accounting records are not complete on the audit of small businesses.
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5.4. Research limitations

1. According to the research subjects, it was not possible to do the research on all
members of the Iranian Association of Certified Public Accountants, so it tends
to reduce the number of sample.

2. According to the novelty of issue, Persian books and articles on the problems
of implementing the audit in small businesses were not available.

3. Small businesses in Iran did not conform to the definitions of small business
units and doing audit is only due to tax and legal reasons.
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