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Small companies with a turnover of up to £90,000 have been exempted

from a compulsory audit since 1994. This paper is an investigation of

why some small companies chose to continue with the audit whilst

others abandoned it. The basic hypothesis of the paper is that a major

reason why some small companies continue to be audited is to help

control the con�ict of interests among managers, shareholders, and

outside creditors. Based on this analysis, the probability that a company

will be audited voluntarily are predicted to increase as company size and

gearing ratio increase, and to decrease as managerial share ownership

and liquidity ratios increase. Univariate and multivariate tests were

applied to the data of 92 small independent companies randomly

selected from the Companies House CD‐ROM database. The results

from the two tests support the hypothesised e�ects of managerial share

ownership, company size (turnover), and gearing ratio. There is no

support for the company size (total assets) and liquidity ratio e�ects.

Size, Gearing and liquidity, External auditing, Shareholders,

Small �rms

© MCB UP Limited

You do not currently have access to this content.

Sign in

Don't already have an account? Register

Client Account
Email address / Username

Venancio Tauringana; Steve Clarke

We use cookies to optimize site functionality and targeting cookies to give you

the best possible experience. Your experience, your choice. Learn more here:

Visit our cookie policy page

javascript:;
https://doi.org/10.1108/02686900010322353
https://www.emerald.com/maj/search-results?qb={%22Keywords1%22:%22Size%22}
https://www.emerald.com/maj/search-results?qb={%22Keywords1%22:%22Gearing+and+liquidity%22}
https://www.emerald.com/maj/search-results?qb={%22Keywords1%22:%22+External+auditing%22}
https://www.emerald.com/maj/search-results?qb={%22Keywords1%22:%22Shareholders%22}
https://www.emerald.com/maj/search-results?qb={%22Keywords1%22:%22Small+firms%22}
https://www.emerald.com/my-account/register?siteId=1000749&returnUrl=https%3a%2f%2fwww.emerald.com%2fmaj%2farticle-abstract%2f15%2f4%2f160%2f285367%2fThe-demand-for-external-auditing-managerial-share%3fredirectedFrom%3dfulltext
javascript:;
javascript:;
https://www.emerald.com/pages/cookie_policy


Password

Reset password

Register

ICE Member Sign In

Log in

Purchased this content as a guest? Enter your email address to

restore access.

Email Address

Pay-Per-View Access €35.00

 Buy This Article

Rental

This article is also available for rental through DeepDyve.

Access through your institution

We use cookies to optimize site functionality and targeting cookies to give you

the best possible experience. Your experience, your choice. Learn more here:

Visit our cookie policy page

https://www.emerald.com/my-account/reset-password
https://www.emerald.com/my-account/register?siteId=1000749&returnUrl=https%3a%2f%2fwww.emerald.com%2fmaj%2farticle-abstract%2f15%2f4%2f160%2f285367%2fThe-demand-for-external-auditing-managerial-share%3fredirectedFrom%3dfulltext
https://www.emerald.com/ExternalAuthentication/OIDCLogin?returnUrl=https%3a%2f%2fwww.emerald.com%2fmaj%2farticle-abstract%2f15%2f4%2f160%2f285367%2fThe-demand-for-external-auditing-managerial-share%3fredirectedFrom%3dfulltext
https://www.emerald.com/store/add/285367/3
https://www.deepdyve.com/doc-view?docId=10.1108/02686900010322353&fieldName=journal_doi&affiliateId=EMER
https://www.emerald.com/pages/cookie_policy

