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CHAPTER 1 

INTRODUCTION 

Background of the Study 

The collapse of Enron in 2001, an American giant listed company that provided services and 

energy to America, marked a landmark in the financial reporting and auditing not only in 

America but also on a worldwide basis (Segal, 2019).  The sudden growth of the Pamalat 

company from the year 1997 until 2003 to a worldwide food giant, present in over thirty 

countries and thereafter a collapse, was to no surprise to the auditors as the growth was 

unexplainable, after the auditors raised questions on  over $135 million (Weeke, 2019).After 

realizing an anomaly, nothing more could be done by auditors as they suspected foul play and 

could not investigate the case deeper as the auditing tool they used could not pick any 

misconstrued figures or activities (Weeke, 2019).   

In not finding any anomaly does not mean that the audit is perfect, free from errors, as the audit 

testing tools may have loop holes and are not always absolutely precise.  Suddenly the auditing 

profession was thrust into the spotlight eventually leading to the eventual collapse of one of the 

Big Five accounting firms in the world, Arthur Andersen & Company  in 2002 (Squires, 2003).  

This collapse signaled a shift in the auditing profession and has caused a knock on effect several 

years later, which has led to a more burdensome regime on auditors (Lambe, 2005).  

Auditors are one of the most significant players in the accounting environment.  Auditors assess 

the adequacy of corporate administration and the control environment, the effectiveness of 
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processes to identify, measure, and manage risk insurance provided by the control policies, 

operations and activities.  Auditors also make sure and check for completeness and accuracy of 

systems and information, communication, practices and effective monitoring and evaluation of 

management (Alrawashdeh, 2015).  This allows auditors bridge the gap between the 

shareholders, investors and the management of any organization. 

The primary users of financial reports need information about an entity before they decide to 

invest.  Considering the main purpose of an accounting conceptual framework is to ensure that 

entities report to shareholders and stakeholders, the true and fair view of the financial position of 

the company through financial statements (Ruhl, 2013). In order to ascertain and verify this true 

and fair value, auditors are hired to assess and pass an opinion on whether the financial 

statements have been prepared in accordance with the true and fair view principle (O‟Sullivan, 

1993). Auditors are hired to give assurance, based on their investigations and findings during the 

audit process. 

Upon completion of the audit process the findings need to be communicated back to the 

shareholders and stakeholders through the audit report, which must comply with International 

Standards of Auditing (ISA).  A tension begins to form at this point of the audit process, as an 

expectation gap arises between the auditors and its client that it is auditing.  The challenge is 

that, the auditors are conscious of how the public views them and what the public expect their 

duties to be versus their actual responsibilities.   

Auditors‟ performance of their roles requires a prescribed level to which they act and conduct 

their duties.  The standards are there to ensure that the quality of the work is of a high caliber 

ensuring that all regulatory, statutory and auditing standards requirements are met allowing the 



3 
  

end user to place increased reliance on the audit report and the financial statements.  Failure to 

do so can lead to liability.  

At national level liability of auditors is governed by the Companies Act [Chapter 24:03] which 

requires all public interest entities to be audited.  Private companies are not required to be 

audited if they are not required under the Act to appoint an auditor.  The Public Accountants and 

Auditor‟s Act [Chapter 27:12] as amended in 2015 authorizes the Public Accountants and 

Auditor‟s Board (PAAB)  to be the regulatory and standard setting body for all auditors and 

professional accountancy organizations that regulate auditors in Zimbabwe. Showing a gap in 

our legislation that gives lee way to some private companies not to be audited which does not 

affect the auditors and as a result removing the burden of liability from the auditors. 

Presently the auditing process has not been made compulsory to all organizations in Zimbabwe.  

Hence the impact of liability on auditors is still a theoretical phenomenon that seems yet to be 

accepted, implemented and litigated in Zimbabwe. This does not mean that there are no auditor 

firms that have been threatened with litigation.  As the norm is, approaching the courts is always 

the last resort that citizens and companies have, after they have failed to reach an amicable 

resolution.  The law encourages exhausting all legal remedies such as arbitration, conciliation 

and any other internal remedy to reach a consensus before approaching the courts.  This tends to 

discourage unnecessary litigation, where concerned parties can reach an amicable agreement and 

settle out of court.   Out of court methods of solving differences encourage restoration and repair 

of relations and are normally encouraged because they save the courts time and resources.  Out 

of court settlements save the court‟s time and resources and reduce the number of matters 

outstanding in the court system.  
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 Auditor liability cases are complex and costly to litigate, thus one can realize that there has been 

no case so far in the Zimbabwean law that has been adjudicated on.  The law protects auditors 

from liability claims up to the point where they are proven negligent.  Thereafter, for example, a 

firm can be involved in brazen and large scale fraud by way of its senior partner, various legal, 

auditing experts concur and claim against an audit firm becomes a civil matter (Wasserman, 

2018). 

The concern of legal liability of auditors continues to grow everyday but the proportion of 

liability attributable to the auditor for shareholder losses in the event of company failure is not 

consistent with the damages awarded against the auditor (Independence Auditers Report, 2015).  

A consequence of this element of the legal requirement has resulted in massive payouts awarded 

against auditors in the case of company failures.  This liability has negative consequences for the 

audit firm as it erodes on both profits on revenue and reputation capital (Deng, 2012).  The 

knock on effect of such a stance is that it is becoming increasingly difficult for audit firms to turn 

profits on audit engagements and proving more costly to implement recommended quality 

policies, procedures and standards that are designed to enshrine quality in the audit process.  

A report by the Zimbabwe Statistical Office (ZIMSTAT) in 2017, stated that more than 50% of 

the country‟s economy is run by the multi corporations, directly implying that a sizeable number 

of employees depend on their employers, it is therefore necessary to put safety valve measures 

on audits done on these companies as they have a significant chunk they play in the economy 

(Games, 2011).  The leading auditing companies in the world also hold top positions here in 

Zimbabwe which are namely Klynveld Peat Marwick Goerdeler (KPMG), Deloitte, Ernst and 
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Young (EY) and Price Waterhouse Coopers  (PWC) which generate over a billion pounds 

annually (Reddan, 2015).  

Statement of the Problem 

There have been no precedent cases in Zimbabwean case law to date on auditor liability.  

Auditing firms have been getting away with perilous crimes that have caused organizations to be 

liquidated and shareholders left with huge losses (Mashakada, 2016). Therefore this study sought 

to assess audit firm liability and its relationship with auditors‟ performance.  A case of auditing 

institutions in Harare, Zimbabwe. 

Purpose of the Study  

The purpose of this study was to assess audit firm liability and its relationship with auditors‟ 

performance.  A case of auditing institutions in Harare, Zimbabwe. 

Objective of Study 

1. To establish the current level of auditors‟ performance in Harare auditing firms. 

2. To determine the extent of auditor liability in Harare auditing firms. 

3. To find if there is any significant relationship between auditing firms‟ liability and the 

performance of auditors in the auditing firms in Harare, Zimbabwe. 

Research Questions 

1. What is the current level of auditors‟ performance in Harare auditing firms? 

2.  What is the extent of auditor liability in Harare auditing firms? 
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3. Is there any significant relationship between auditing firms‟ liability and auditors‟ 

performance in Harare auditing firms? 

Hypothesis 

H0   There is no significant relationship between auditing firms‟ liability and auditors‟ 

performance in Harare auditing firms.  

Significance of the Study 

This study on liability on auditors and how this affects their work and profession as a whole, 

benefits the following: 

1. The audit firms are made aware of the consequences on auditor liability and its impact on the 

income and reputation of the audit firm.  The auditors shall be made aware of the way they 

do their work, emphasis of highest quality should be achieved to avoid liability and 

prosecution in the future. 

2. The Judiciary so as to get an insight on how to pass judgments in case of auditor liability 

litigation cases. 

3. The Client so they are made aware of their rights after they have been audited. 

Assumptions 

In this study we shall assume the following that:  

1. All participating audit firms are legally registered with PAAB and have valid operating 

licenses in Zimbabwe. 
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2. Audit Costs incurred by the audit firms are directly proportional to the experience of the 

auditors. 

3. All participants taking part have at least an auditing qualification. 

Delimitations 

The study assessed the impact of liability on Auditor‟s Performance in different Auditing 

Institutions in Harare Zimbabwe.  Various auditors were given questionnaires in order to get 

their views and opinions on the subject. 

Limitations 

These are some of the impediments met by the researcher when carrying out the research: 

1. The challenge of time in that the research could not be done thoroughly over a year as the 

research process has to be summarized on time in order to meet the set deadline 

2. The auditing profession involves going on to the site to where the audit process is being 

carried out.  Therefore migration of the auditors is bound to affect the pace of how the 

research was carried out therefore some auditors were not available to give feedback on the 

questionnaires handed out to them. Making use of close ended questions may not bring out 

the underlying reasons that need to be understood and explained, therefore the much needed 

insight may not obtained fully. 

3.  Summarizing the questionnaire and still getting the desired information paused a challenge.  

Keeping the questionnaire brief and interesting meant foregoing some information. 
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Conceptual Framework 

The concepts and standards that underpin the audit process are responsible for the eventual audit 

opinion expressed.  Central to the auditing standards is that, the concepts and standards exist to 

verify an outcome enshrining quality and professionalism as subscribed to by (Knechel, 2013). 

The theoretical framework focuses on the person, process, expectation gap and outcome, to 

address the point at which liability can be mitigated or reduced. 

     

INDEPENDANT VARIABLES                                   DEPENDENT VARIABLE       

 

 Figure 1: Conceptual Framework 

Definition of Terms 

Expectation Gap 

The expectation gap refers to the public perception and expectation of the role and responsibility 

of the external auditor that is different from the statutory role and responsibilities.  The 

expectations of the public are often set at a level higher than that at which the auditor actually 

operates. 

Liability of Auditing firm 

. Litigation 

 

Auditor Performamce 

. Code of Ethics 

. Companies Act  
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Auditor’s Liability 

 This is whereby auditors could be prosecuted in a criminal court or sued in a civil court for 

either knowingly or recklessly issuing out an inappropriate audit report or opinion.  For the 

purposes of this study auditor liability shall include criminal and civil liability.  These terms shall 

be used interchangeably.  It shall be taken as an obligation or responsibility under law for 

injuries or losses inflicted upon the client.  Any form of threat to the auditor in line of being 

threatened with a law suit shall be assumed to be liability for the purposes of this research. 

Auditor’s responsibility 

This is the duty of care or an obligation that an auditor has to make to make honest and fair 

decisions.  It also includes avoiding omission or misinformation in regards to the audit opinions 

or reports they produce for their client at the end of the audit process. 

Code of Ethics 

It is a set of rules governing the audit profession.  It contains principles and expectations        

governing the behavior of individuals of the audit profession. 

Companies Act [Chapter 24:03] 

 This is the statute law that establishes and regulates the function of auditors in Zimbabwe.   

Litigation 

It is a process of taking a case or a dispute to a court of law, so that a judgment maybe made. 

International Standard on Quality Control 1 (IAASB) requires that the firms must have policies 

and procedures that require the personnel to comply with ethical requirements (Morris, 2009).   



10 
  

Duska (2012) echoed the same viewpoint identifying that, since accountants or auditors are in 

privileged positions in terms of information access and deemed as gate keepers, professional 

skepticism should always be a priority.  Professional skepticism is described as a critical and 

questioning mind, which applies all the skill and knowledge to conduct an audit in an objective 

manner including integrity (Duska, 2008). 

Leung (2014) identifies professional requirements for auditors.  Leung identifies these 

requirements as; integrity, professional competence and due care which requires the auditor to 

remain unbiased, confidentiality which restricts any disclosure of information and professional 

behavior which will not bring disrepute to the profession.  All these professional and ethical 

requirements are enshrined in auditor‟s code of conduct.  Ethical requirements further identifies 

the need for the firm to have procedures that will assist the leadership and other personnel to 

promptly report threats to independence in order for prompt and decisive remedies to be applied 

(Leung, 2014). 

Threats to independence 

Auditors have a mandate to safe guard independence between the client and the auditor. 

Auditors‟ independence is important for audit quality and note that certain activities may give 

rise to the independence being affected or perceived independence reduced (Tepagal, 2015). One 

of the areas having a potential to affect the auditor is through the provision of non-audit services. 

The potential negative effect of providing these non-audit services is that auditors may fall into 

the danger of assuming managerial roles through providing advice and generally socially 

bonding with the client (Svanstrom, 2013).  
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Abbreviations 

IAASB          International Accounting and Auditing Standards Board 

ISA               International Standards of Auditing 

ZIMSTAT     Zimbabwe Statistical Office  

PAAB           Public Accountants and Auditor‟s Board   
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FASB            Financial Accounting Standard Board 

GAAS           Generally Accepted Auditing Standards 

ISA               International Standard of Auditing 

KPMG          Klynveld Peat Marwick Goerdeler 

EY                 Ernst & Young 

PWC              Price Waterhouse Coopers 

NSSA            National Security Services Authority 
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CHAPTER 2 

                                                      LITERATURE REVIEW 

Introduction 

This chapter presents a review of related literature and the conceptual framework based on what 

other scholars have observed, opined or found world over. It is done with a view of exploring the 

literature gaps, on the impact of auditing firms‟ liability on auditors‟ performance on which the 

study is anchored on. Litigation was discussed as determinant of auditing firms‟ liability and 

adhering to companies act and code of ethics were discussed as determinants of auditors‟ 

performance. Chapter 2 will further introduce the Research and Methodology chapter that 

follows. 

Impact of Auditing 

The audit profession is vital in providing some assurance to company stakeholders through an 

opinion passed, based on evidence gathered whether the financial statements have been prepared 

to reflect a true and fair view.  In addition auditing firms are commercial enterprises that are in 

business to make profit.  They are part of a wider economic engine that employs many people 

and provides revenue to the government through taxes paid.  The growing trend of taking 

auditors to court over their audits of failed companies, is becoming more popular as investors 

realize that the big six have deep pockets (Financial Review Magazine, 2019). 

The most recent case in Zimbabwe is that of the former National Security Services Authority 

(NSSA) chairman Robin Vela v NSSA.  The former chairman alleges the forensic audit carried 
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out by the auditor general is biased and incomplete and targeted him in his personal capacity.  

Mr. Vela said BDO Zimbabwe Chartered accountants had ignored crucial documents in which he 

still maintains was a witch hunt.  Transactions with The MetBank which features prominently in 

the audit report were above board and made with the board approval.  Mr. Vela then instituted a 

court application to declare the report grossly delinquent, biased and incompetent.  The case 

involved the disappearance of over $95 million of pensioner‟s money (Robin Vela v BDO, 

2019). 

Overview of Audit process 

The audit process is a set of steps put together by auditors to help test for operating effectiveness 

of a business and in any event detect fraud.  It is also used as a means of evaluating existing 

controls in the particular organization.  The process is carried out by highly specialized 

professionals.  
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Figure 2: Diagram on the Integrated Audit Process 

Source: Internalaudit.nsu.edu 

The auditors plan and device mechanisms that they would use to carry out their checks in 

different businesses.  Each business has its own specialized process to effectively carry out the 

audit.  The audit process is a set of actions and procedures to control an organization, process 

which aims and proves that processes are effective following due control mechanisms (Veyrat, 

2017).  The main objective of the audit process is to evaluate the efficiency of the audit process, 

verify that the process chain provides protection for company assets, to evaluate whether 

processes are secure and reliable and to check compliance issues are adhered to (Veyrat, 2017). 

The last two parts of the reporting cycle and the follow up stages are the most crucial because 

this is where the auditors attest to their findings and confirm whether an organization is 

financially sound and is complying with the necessary legislation which is a pointer that the 
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organization is performing well and worth investing in or not.  Investors normally rely on such 

information to make informed decisions on whether to invest.  This stage becomes the most 

crucial as it reflects on a company‟s worth.  Any misrepresentation in the last two stages may 

lead to liability which may cause countless litigation suits (Alrawashdeh, 2015). 

The last two stages of reporting and follow ups is the most sensitive and crucial and has to be 

carried out and endorsed by highly qualified personnel because the consequences may be far 

reaching in case of an error.  These stages also reflect on the reputation of an organization and its 

capabilities and governance, which are the most sought after characteristic in the business world 

(Alrawashdeh, 2015). 

There are a number of associations that have been formulated to act as regulators in the 

profession and International Federation of Accountants (IFAC) is one of them.   The IFAC 

makes sure that audit processes are conducted in a professional manner through setting 

International Standards of Auditing (ISA) through the International Accounting and Auditing 

Standards Board (IAASB) (Kleinman, 2014). IAASB also emphasize the importance of quality.  

International Standard of Auditing 220 (ISA 220) is an essential standard in the auditing process.  

It ensures all parties involved in audit process namely the auditor and the quality control 

reviewer knows their responsibilities and duties.  The standards sets out the main objective of the 

auditor as the implementation of quality control procedures that gives the auditor reasonable 

assurance that, compliance with the appropriate regulatory and professional requirements have 

been adhered to and the  audit report is issued to reflect the circumstances (Financial Reporting 

Council (Great Britain) & Chartered Accoutants Ireland, 2014). 
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Expectation Gap 

 The expectation gap exists once auditors are engaged by an organization. In an effort to bridge 

the gap between stakeholders and the auditors, a better communication channel has been put in 

place.  According to Ruhl (2013) the purpose of accounting is to ensure entities report back to 

the shareholders, the economic state of a company or the true and fair view of its financial 

position and performance.     While Zhang (2007) postulates that the gap has not been covered 

still, because the public wants absolute certainty that all areas of the financial statements have 

been audited and attested by qualified personnel with the expertise to do so.  In an effort to 

address this gap, the IASB issued a standard draft template in 2003, which was then formally 

adopted in 2006 (Gray, 2011).  The public still believe that the constant reforming of the audit 

report over time is a symptom of the underlying expectation gap. 

The expectation gap that is present between the auditors and the public, causes the problem of 

liability to arise as no one would like to assume or be held liable for anything gone wrong.  Watts 

(1978) suggested that an auditor is appointed in the uttermost of both parties as well as the 

management.  In the case the principal is the client or the hiring firm that seeks the services of an 

auditor and the agent is the auditor or auditing firm, as they are required to submit audit reports.  

According to audit quality (Quality, 2005) auditors are engaged as agents under contract but they 

are expected to be independent of the agents who manage the operations of the business.  The 

primary purpose of audited accounts in this context is one of accountability and audits help to 

reinforce trust and promote stability. 

The public expects auditors to be involved in monitoring company management, decisions taken 

by management and detecting fraud.  In an effort to reduce this misconception the public has on 
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auditors, a better communication channel between the auditors and clients or public has been 

suggested as a way forward (Zhang, 2007).  The other challenge that auditors face is that the 

public want absolute certainty that all areas of the financial statements have been audited, which 

is impossible due to the inherent limitations in the audit process. 

Evidence of the expectation gap not being eradicated dates back to as far as 2003 when the 

International Accounting Standards Board issued a draft audit report format, then formally 

adopting it in 2006 (Gray, 2011).  The expectation gap is not a new phenomenon and that gap 

encompasses what the auditors think their responsibilities are compared to the perception held by 

the public of what the responsibilities and duties of the auditors are.  

The expectation gap has a significant bearing on the perception of auditors.  There is a 

correlation between the expectation gap and the rise in litigation cases (Zhang, 2007).  The view 

that an audit is a comprehensive process is applied and cited as a cause for pursuing auditors.  

This therefore puts pressure on auditors who then in turn face a stringent operational 

environment where both criminal and civil suits can be brought against them (Gray, 2011).  Of 

greatest concern is that a lawsuit may arise from third parties who do not have any form of 

agreement with the auditors in other words parties not connected to the auditors.  These are the 

parties that rely on audited information that has been reported and attested to by the auditors 

(O'Sullivan, 1993). 

Auditors have also come up with ideas to mitigate legal suits, in the event they are faced with 

them.  Methods have been employed such as the use of disclaimers to hedge against claims 

(Keenan, 2008).  Keenan (2008) went on to highlight that such methods challenge the notion of 

professionalism.  He argues that a professional‟s work should stand any test.  There are 
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professional bodies who have different opinions on disclaimers, retaliating the point that 

disclaimers devalue the audit process and reduce public confidence in the audit process.  The 

regulatory authorities have discovered some other ways of reducing auditor liability by making 

use of regulatory caps, proportionate liability and financial reporting insurance (Smith, 2012).  

Auditors are still going an extra mile to reduce any form of liability against them, which lives the 

mere shareholders extremely exposed to risk.  The auditors are contemplating making it 

mandatory for all directors and partners to be completely insured against all forms of risk which 

may cause them to be prosecuted (Cousins, 2017).  This makes difficult for an individual or legal 

entity to prove their case against the auditing firm.  The writers Cousins, Mitchell and Sikka 

(2018) are advocating that the Government intervenes and puts some policies that help auditing 

clients to easily hold auditors accountable where the audit firm has not performed to the expected 

standard.  The writer further suggests that, the clients may be assisted with evidence that 

government investigators would have collected in the course of carrying out their duties.  This 

may also influence the courts to attach considerable weight to professional pronouncements 

produced as evidence.  Thus in a way may assist plaintiffs in auditor liability cases and may 

influence auditors to be more careful in carrying out of their duties.  

The subject of prosecuting auditors for a shoddy job is still alien to our Zimbabwean Judicial 

System.  In order for criminal liability to be successful, the appellant needs to prove negligence 

on the part of the auditor, which is not so distinguishable from misrepresentation.  The subject 

therefore becomes difficult to prove negligence having eliminated misrepresentation completely, 

which then leaves the court in catch twenty- twenty situation.  The disclaimers in the agreement 

contracts between the auditing firms and its clients cause an unnecessary complication in that the 
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auditing firms are normally protected.  In a most recent case, the Deloitte audit partner Reuben 

Saayman (Sadie Ville Superannuation Fund v Deloitte Touche Tohmatsu, Deloitte Corporate 

Finance Pty Ltd, 2018) successfully claimed the privilege of withholding documents as a 

protected privilege when the Federal Court ordered that he hands over, documents associated 

with his audit of the collapsed Construction Company Hastie, for which the firm is facing 

litigation (Financial Review Magazine, 2019). 

Addressing the legal regime of auditors without it, the impact of outcomes of lawsuits and the 

effect of the results on firms and the profession overall, would be impossible to address the 

liability issue (Lambe, 2005).  The excessive liability regimes may have consequences on a 

global scale economically (Burton, 2013).  As a consequence, firms are not skeptical in taking 

new clients because of risks that they may potentially pose in the future (Deng, 2012). 

Companies Act [Chapter 24:03] 

The Companies Act [Chapter 24:03] is statute that governs audit committees of public 

companies and corporate governance guidelines for public companies.  The Act was 

promulgated in 1967 and had not been reviewed until recently.  There is a proposed review of the 

Companies Act [Chapter 24:31] that has amended laws and policies in line with the current 

trends in the ever changing economic business environments.  Section 1 of the Companies Act is 

the preamble that states “to provide for the Constitution, incorporation, registration, management 

and internal administration of Companies and winding up of Companies and private business 

corporations ….” (Parliament, 1967, p2)
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The Companies Act is law enacted by Parliament and endorsed by the President of Zimbabwe.  

This becomes the standard for all companies present in the country and violation or non-

adherence to the statutory law, attracts a penalty or complete deregistration of the business entity.  

The Companies Act [Chapter 24:31] is the new legislation that has been passed to replace the 

Companies Act [Chapter 24:03].  It has revised the statutes to align them with internationally 

recognized standards.  This has been necessitated by the dynamic economic environment that is 

fast becoming a global village and the urgent need to attract and retain investors through sound 

business polices and statute was necessary. 

The Companies Act influences the auditor‟s performance in that it influences the transparency 

and accountability of these professionals in them carrying out their tasks.  The Act requires 

companies to adhere to a number of measures to ensure transparency and accountability to all 

stake and shareholders.  These include requirements for a company to: 

1. Keep certain records in written or electronic form for a certain period of at least 6 years 

2. Keep accurate and complete accounting records 

3. Prepare annual financial statements  

4. Submit an annual return, including a copy of its annual financial statements and any other 

prescribed information. 

These requirements are normally prescribed in regulations to the Act (Dr Erasmus, 2019).   

The King Report on Corporate Governance for South Africa 2009, emphasizes the vital role of 

an audit committee in ensuring the integrity of financial controls and integrated reporting and 

identifying and managing financial risk.  Although the Companies Act requires that state owned 
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and public companies be audited, the King III report requires that all companies be audited and 

have an audit committee.  The audit committee be elected by the stakeholders and should have 

the necessary knowledge, experience and qualifications.  The Act goes on to state the legislative 

duties and functions of the audit committee.     

Code of Ethics 

The code of ethics establishes the fundamental principles of professional ethics for professional 

auditors and provides a conceptual framework for applying those principles (ICAZ, 2009).  

Auditors are required to apply this conceptual framework to identify threats to compliance with 

the fundamental principles, to evaluate their significance and if such threats are other than clearly 

significant, to apply safeguards to eliminate them or reduce them to an acceptable level such that 

compliance with the fundamental principles is not compromised (ICAZ, 2009). 

There are five fundamental principles that auditors need to adhere to which are  

1. Integrity 

2. Objectivity 

3. Professional Competence and Due Care 

4. Confidentiality 

5. Professional Behavior 

These are the rules and principles that govern auditors internationally (ICAZ, 2009). 
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Integrity 

An auditor should be straight forward and honest in all professional and business relationships.  

He/she is expected to be truthful and be involved in fair dealings.  It is also expected of an 

auditor that that they shall not make any communications that contain a materially false or 

misleading statement, reckless information and any omissions that may obscure information and 

therefore misleading (ICAZ, 2009). 

Objectivity 

An auditor should not be biased nor allow bias activities and should not allow conflict of interest 

or undue influence of others, to override professional or business judgments. 

Professional Competence and Due Care 

The duty to maintain professional knowledge and skill at the level required to ensure that a client 

or employer receives competent professional service based on current developments in practice, 

legislation and techniques.  An auditor should act diligently and in accordance with applicable 

technical and professional standards when executing their tasks. 

Confidentiality 

An auditor should respect the confidentiality of information acquired as a result of professional 

and business relationships and should not disclose any such information to third parties without 

proper and specific authority unless there is a legal or professional right or duty to disclose.  

Confidential information acquired as a result of professional and business relationships should 

not be used for the personal advantage of the auditor or third party. 
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Professional Behavior 

Auditors should comply with relevant laws and regulations.  They should avoid any actions that 

discredit the profession.  In marketing and promoting their work, auditors should be professional 

and not bring the profession into disrepute (ICAZ, 2009). 

Auditor’s Responsibility 

The recent trend has been that, the relationship between the auditor and the general public is that 

the general public assign certain responsibilities to the auditor.  This has created a form of 

responsibility to the auditors. Due to the increase in commercial bankruptcies, organizations 

collapsing and entities failing, auditor scrutiny has increased (Chong-Gin, 2013).  As the 

Zimbabwean Companies Act puts it in Section 153, a perception is created that auditors are the 

guardians and mediators for the public, in keeping management in check.  Therefore the 

auditors‟ responsibility is embodied in the Companies Act and ultimately creating a liability to 

the auditor, in the case that the auditor breaches their duty of care as per legislation.   

Liability in the auditing profession is increasingly becoming of great concern and most countries 

are putting legislation in place, to try and cure this concern.  According to the Sarbanes- Oxley 

Act of America, it is the auditor‟s professional ethic to be independent (Article, 2008).  The 

Sarbanes-Oxley Act emphasizes that independence is of paramount importance in order to 

provide credible opinions.  Tepagal (2015) has identified independence as a cornerstone for the 

output product, which is the audit report.  Independence should not be compromised to maintain 

a high standard of quality.  Independence has been highlighted as the only remedy that can cure 

the quality aspect in the auditing profession. 
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Key element for an auditor to be good in his profession as an auditor is to be able to carry out 

their work assignment, observing the ethical requirements of the profession as is stated in 

International Standard on Quality Control 1(2016).  The standard states that the firm must have 

policies and procedures that require personnel to comply with all ethical requirements (Morris, 

Contractual Limitations on Auditor's Liability: An Uneasy Combination of Law and Accounting, 

2009).   Auditors are in privileged positions, in terms of information access and are also deemed 

as gate keepers; therefore professional skepticism should be a priority to their profession. 

It is a professional requirement that an auditor approaches his work with an open mind but also 

conscious to protect his reputation in the process.   Flesher (2016) further explained professional 

skepticism as a critical and questioning mind, which applies all the skill and knowledge to 

conduct an audit in an objective manner including integrity.  An auditor must aim to remain 

objective and unbiased through the audit process in preservation of the profession.  The 

profession and ethical requirements expected from an auditor are clearly spelt out in the auditors 

Code of Conduct.   Morris (2009) in the article  “An uneasy Combination of Law and 

Accounting”, highlights that these ethical requirements also assist leadership and personnel to 

promptly report threats to independence in order for prompt and decisive remedies to be applied. 

Svanstrom (2013) and Tepagal (2015) state that there is an argument for closer working ties with 

clients, though the provision on non-audit services, as this increases the auditors knowledge of 

the client and the industry they operate in resulting in more effective audits being conducted.  

Auditor’s Duty of care 

 Audit professionals have since realized that the duty of care can be costly to their profits in the 

event of any mishap, they have decided to make use of disclaimers.  The use of disclaimers is 
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assumed as challenging the notion of professionalism (Enoch, 2015). Enoch further argues that a 

professional‟s work should stand any test.  However some   scholars argue that the use of a 

disclaimer devalues the audit process and reduces public confidence in auditors.  Various 

regulatory authorities have considered a number of ways of reducing auditor liability.  These 

include regulatory caps, proportionate liability and financial reporting insurance (Smith, 2012). 

Cornell (2012) states that once a case is brought against an auditor, tests for negligence would be 

needed to prove the auditor liable. 

The Theories of Auditor Liability 

The Ultramares test that originated in the United States from the case Ultramares Corporation 

versus Touche Niven & Company (1932) has been one fundamental case that has shaped the 

theories in auditing. The rule is founded on the principle that an ordinarily prudent and 

reasonable auditor must exercise the skills and care reflected in the Generally Accepted 

Accounting Principles (GAAP) promulgated by the Financial Accounting Standards Board 

(FASB) and the Generally Accepted Auditing Standards (GAAS) (Brady, 1938).   The test states 

that the auditors owe a duty to the third party who relies on its representations only if the 

following conditions have been met (Arghole, 2012).  The auditors must be aware that the 

financial reports are to be used for a particular purpose. Key essential elements on the test 

include:  

1. In the furtherance of which a known party or parties was intended to reply 

2. There must have been some conduct on the part of the auditor linking them to that party or 

parties which needed the auditor‟s understanding of that party or party‟s reliance. 
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The Ultramares doctrine has been used as a tool to assess the liability of auditors but it was 

however challenged by Jay Feinman a corporate legal practitioner in his article Liability of 

Lawyers and Accountants to non-clients (Feinman, 2015).  Feinman (2015) stated that the 

standard used was not sufficient as it only looked at the relationship between the auditors and its 

client and excluded third parties. A research on auditor liability will try to ascertain or establish a 

clearer doctrine or principle that will seek to give direction on how the determination of auditor 

liability should be addressed in order to underpin and guarantee that auditors will always do their 

best in terms of their professional duty. 

Liability 

As a result of corporate failures most countries worldwide have put stop gate measures to try and 

reduce such liabilities.  Liabilities have been on the increase and becoming too excessive for 

auditing firms (Lambe, 2005).  The current Companies Act of Ireland that was enacted in 2014 is 

one good example that‟s seeks to ensure that individuals who carry out audits are appropriately 

qualified, appropriately supervised, maintain high levels of perceived and actual independence 

and ultimately maintain the highest professional levels (Baker, 2014). 

In addition there is a joint and several liability principles that are burdensome on auditors.  This 

principle holds auditors accountable and may face litigation upon discovery of auditor‟s 

fraudulent activities during the audit process or any form of negligence (Baker, 2014).  All 

partners in the firm, regardless of their participation in the audit process or particular 

engagement, become liable where it is deemed that an engagement partner may have acted 

negligently or committed a criminal or civil offence.  The greatest disadvantage of this principle 

is that the individual partner‟s personal assets are at risk of being appropriated if a claim is 
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successful.  If the claim is successful, the auditor suffers on two fronts, reputation capital and 

financial capital (Deng, 2012).  For auditors to reduce liability, firms may opt to have 

professional indemnity insurance.  However this creates problems in that auditors will be deemed 

to have deep pockets (Lambe, 2005).   

Number of actions can be taken against an auditor who may have flouted their duties. A civil 

action may be taken against an auditor if deemed to have acted negligently or the shareholders 

feel that the auditor has not met their contractual duties (Finley, 2016).  The civil action is 

initiated when an auditor performs below the expected standard causing end users harm in that 

they suffer economic loss.  The statutes for a civil suit of negligence require that a plaintiff 

proves that the auditor owed him or her, duty of care and the loss quantifiable.  The action may 

succeed upon conviction of the judge that the state requirements have been proven beyond 

reasonable doubt. 

 Examples of cases where a contractual agreement exists between the parties, a duty of care 

would be evident.  This agreement becomes more difficult to prove where a third party is 

involved (Feinman, 2015).  Auditors may be sued by third parties under the law of tort, where a 

third party proves that they have been prejudiced by the actions of the auditors in that they 

realized an economical loss by relying on the information attested to by the auditors.  Criminal 

action may be taken against auditors where it can be proved that the auditors failed to perform 

their duties and knowingly or recklessly provided a misleading and false audit opinion (Finley, 

2016). 

An increase to auditor liability has led to a reduction in corporate failures.  In an event of an 

audit failure, auditors not only face legal liability but also criminal prosecution (Deng, 2012).  



28 
  

The consequence of these losses in revenue and reputation capital being eroded, may indirectly 

suggest that by having these threats of punishment it could be seen as an incentive for the auditor 

to detect the misstatements or fraud. However Lambe (2005) highlights that those perpetrating 

the fraud are often the ones responsible for putting the financial statements together, company 

management or failed internal control.  To ensure that auditors navigate the legal waters to avoid 

litigation suits, tension is raised to audit firms.  Will the audit acceptance, planning and execution 

procedures be sufficient to reduce the potential risk? 

The joint and several liability principle highlights this challenge as all partners in the firm, 

regardless of their participation in the audit process or particular engagement become liable 

where it is deemed that an engagement partner may have acted negligently or may have 

committed a criminal offence.   

Considering the policies, standards, procedures and regulations governing auditors, cases being 

presented in Irish courts such as one of Quinn Insurance Ltd v Price Water House Coppers are 

shocking.  With the standards and checks put in place, one wonders where litigation would 

emanate from.  The Insurance Company was blaming the auditors for negligence when auditing 

their financial statements (Healy, 2013).  The most recent case in 2015 of Barclays Bank v Grant 

Thornton, were a company having entered into a facility agreement with the bank in respect of a 

loan facility, later went into administration leaving Barclays with a substantial loss of about 45 

million pounds.  Barclays thereafter brought a claim against the auditors for alleged negligence 

in their production for the company, of non-statutory audit reports provided to third parties 

which had been sent to Barclays.  In particular the reports failed to identify the fraud of two 
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employees of the Company, who had deliberately misled the auditors owing a duty of care to 

Barclays (Collings, 2016).  

In the neighboring country the Republic of South Africa, the matter between Thoroughbred 

Breeders‟ Association of South Africa v Price Waterhouse is one of the best cases on liability to 

date, which judgment was passed in July 2017.  The client averred the auditor was negligent in 

auditing the books of the company.  The auditor had failed to detect high levels of theft of 

company funds by one of the managers, which caused a prejudice to the company.  The Supreme 

Court of Appeal ruled that the audit firm pays damages to the client (Grimbeek, 2013). 

The nearest case that Zimbabwe has ever had to that of criminal liability was that of LAPF v 

Nyakawa & Others [HC 1122/14] [201].  This is whereby the plaintiff brought an action against 

its two employees and two employees from a bank, where these individuals would steal from the 

Pension Fund and deposit money into a certain bank account under fictitious names in 

connivance with the bank employees, withdraw at a later time from these accounts and convert 

the money to their own use (Feltoe, 2017).  However because the Zimbabwean law is not so 

advanced, the matter was treated as that of vicarious liability instead of that of auditor‟s liability, 

because the courts have never dealt with cases of such a nature.  The aspect of negligence was 

the main issue in dispute and it was an obvious case that either of the auditors should have 

picked this fraud but failed to do so.  

The continuous closure of banks in Zimbabwe in the period 2014 to 2016 left a lot to be desired 

in the economic sector and one would really wonder where the auditors where, to curb such 

practices.  The illicit financial outflows were so obvious, where corruption, lack of transparency 

and accountability was rife.  These activities combined to perforate the fiscal revenues. The $15 
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billion heist from Marange is one typical example that must have been easily picked by the 

auditors as the amount is so large and cannot be avoided (Mashakada, 2016).   Nothing was ever 

done about it and no mention of it was ever made by the auditors of the respective banks. 

 South Africa being the trend setter in legal precedents in Roman Dutch law in Southern Africa, 

Zimbabwe normally borrows from South African law and is highly influenced by it.  Guidance 

may be sought for the purposes of improving the judiciary system, as they have pioneered a 

number of auditor liability precedents.  Zimbabwe must follow suite and take the step of 

determining such Commercial cases, so the unexplored area of law may be developed. As the 

business world is so dynamic, more funds need to be invested in such researches to get the policy 

makers and legislatures well aware and equipped of such practices and how to handle them, as 

the world is fast turning into a global village, where parties can contract from anywhere in the 

world.  
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CHAPTER 3 

 RESEARCH METHODOLOGY 

Introduction 

This chapter presents the procedures implemented during data collection from the respondents, 

its processing and finally its analysis. The research is conducted within the quantitative research 

paradigm using a correlational research design. 

Gray and  Groove (2016) describe research methodology as the entire strategy from the 

identification of the research problem to the final plans for data collection and analysis. Research 

methodology refers to the science of dealing with principles of procedures in a research or study  

(Sim, 2006). It describes the techniques to be used by a researcher, the design, the population to 

be studied and the research instruments or tools to structure a study, gather and analyse 

information relevant to the research (Sim, 2006). 

Research Paradigm 

According to the English Oxford Dictionary a paradigm is a model of something or a very clear 

and typical example of something.  Research paradigms can be characterized by the way 

scientists respond to three basic questions ontological, epistemological and axiological questions 

(Guba, 1994).  
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Ontological question 

These are the things that constitute the world that will assist in understanding reality (Arghole, 

2012).  To better understand the question, it is recommended to look at the nature of the reality 

and then raise questions about the preconceptions and assumptions that the researcher holds 

regarding the world and how it operates (Saunders, 2009). 

Epistemological question 

The question addresses what constitutes acceptable or valid knowledge?  When considering the 

epistemological question, in essence is dealing with multiple truths (Arghole, 2012).  Taking this 

consideration and delving into the literature, multiple areas that warrant a closer look have come 

to light.  The areas summarized in the conceptual framework include expectation gap and the 

audit process all point to multiple possible answers.  Ideas presented to deal with the issue of 

liability are that a combination of efforts may be needed in dealing with the issue of liability.  No 

one solution has been cited nor agreed upon in solving the liability issue.  This therefore 

motivates the researcher to seek more knowledge and understanding from the practitioners who 

are involved in the audit profession on a daily basis as to why this issue may be.   

Axiological question 

This question shines a greater spotlight on the researcher asking the question of the role of values 

in making the decisions and choices in the research topic and process (Saunders, 2009).  To 

further give definition to value Bock (1973) defines value as that which is esteemed by humans 

and has an intrinsic value which governs their actions or enjoyment.    
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 Arghole (2012) states that, before entering or adopting any judgment it is important to be able to 

investigate the reasons and the motivations behind something occurring.  This belief is a 

governing principle that the researcher looks to apply to any given situation or circumstance to 

avoid a premature judgment being passed.  When pooled together these beliefs are called 

paradigms (Arghole, 2012). 

It is of paramount importance to consider the method the research will follow because it sheds 

further light on how the paradigms shape the way the research shall be carried out.  Through the 

investigation stage, different opinions and views shall be shared shedding more light on the 

subject.  Hence the best philosophy to describe the researcher‟s approach shall be the positivist 

approach.  The researcher is convinced that there is a single reality that can be measured and 

known.  To further echo the point on a positivist approach, (Wienclaw, 2009) notes that methods 

of research associated with the quantitative paradigm are laboratory and field experiments and 

simulations. This is consistent with a positivist paradigm which (Arghole, 2012) describes as a 

scientific method to research, where control can be exercised over the subject.   

Positivism is the application of natural sciences research principles to the humanities such as 

measuring reasons why people do things or how strong they feel, and so on (Arghole, 2012). 

Therefore, the emphasis of positivism is on observation and reason as a means of understanding 

human behavior. The basic philosophical assumption underpinning this approach is that nature is 

ordered and regular, and that objective reality exists independent of human observations.  

According to Polit & Beck (2010) pages 14-15, positivistic approaches have the following 

characteristics; 



34 
  

1. The researcher is independent of those being researched and the findings are not 

influenced by the researcher. Hence, there is tight control on the context being measured 

and the researcher‟s beliefs and biases to avoid interference with the phenomena under 

study. 

2. The inquiry tends to follow a deductive process and there is critical focus on the 

objectives and quantification of phenomena. 

3. Emphasis is placed on developing discrete and specific concepts to aide in verification of 

the researcher‟s predictions in the inquiry. 

4. Positivistic approaches tend to have fixed and pre-specified designs. 

5. Quantitative or numeric information is often collected and statistical analysis methods are 

used in this type of approaches. 

6. Positivistic approaches often seek to generalize the study findings to the bigger 

population. 

Research Approach 

The descriptive quantitative research method shall be adopted for this study.  In quantitative 

research, a theoretical framework is often times presented as a model that is a conglomerate of 

variables and relations between these variables. Quantitative research deals with quantities 

(numbers) and relationships that exist within and among variables. Quantitative research is a 

formal, objective, systematic process in which numerical data are used to obtain information 

about the world Gray & Grove (2016).This research method is used to describe the variables 

numerically, explain relationships among variables and to determine cause and effect interactions 

between variables (Gray & Grove, 2016).   



35 
  

Quantitative research approaches have their roots in logical positivism and tend to focus on 

measurable aspects of human behavior (Gray & Grove, 2016).    The research method chosen 

shall enable the researcher to explore more deeply a topic without unprompted and unbound 

input, rather than set answers (Black, 1999).  The numerical results obtained at the end of the 

research will be clear and very easily and less complicated to interpret thus making it easy to 

repeat the same study over time and makes it very convenient to track changes. In this study, the 

liability of auditing firms is being investigated against auditor performance to check if there is 

any impact or effect on the relationship.  

According to Polit & Beck (2010) pages 14-15, quantitative research has the following 

characteristics:  

• Quantitative research typically focuses on relatively few selected concepts and moves in 

an orderly systematic fashion from the definition of the problem to the solution of the problem. 

In this study, audit knowledge, audit process and expectation gap are the concepts on focus 

• Evidence in quantitative research is rooted in objective reality hence objectivity in data 

collection is emphasized. 

• In quantitative research, evidence is gathered according to an established plan, using a 

structured data collection instrument. In this study objectivity will be achieved by using a 

questionnaire (Appendix A). 

• Information collected in quantitative research is numeric and it comes from some type of 

formal measurement in the research that is analysed with statistical procedures. 

There are some limitations where neither of the approaches can be used to answer ethical or 

moral questions.  In quantitative research, complexities tend to be controlled or if possible 
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eliminated rather than studied directly and this leads to narrowness of focus that may obscure 

sights.  Quantitative research approaches carry limitations of potential loss in richness of 

meaning of phenomena. This is because of its reliance on numbers to measure phenomena rather 

than assertions or descriptive statements about phenomena (Gray & Groove, 2016). 

Research Design 

A research design is a blue print or overall plan for fulfilling objectives and answering research 

questions and for handling some of the difficulties encountered during the research process 

(Gray & Groove, 2016). In quantitative studies, the research design tends to be highly structured 

and controlled and the design also includes aspects such as frequency of data collection, types of 

comparisons to be made and where the study will take place (Polit & Beck, 2010). 

A correlational research is used. Correlation can be defined as the statistical test used to 

determine the tendency or pattern for two or more variables or sets of data to vary consistently 

(Creswell, 2012).  This design helps to predict score and explain the relationship among 

variables.  No attempt is made to control or manipulate variables but rather the researcher tries to 

see the link, degree of association between two variables.  Normally this design is used when the 

researcher wants to relate two or more variables to see if they influence each other. Gray and 

Groove (2016) concur that correlational research involves the systematic investigation of 

relationships between or among two or more variables that have been identified in theories or 

observed in practice or both. If the relationship exists, the researcher determines the type 

(positive or negative) and the degree or strength of the relationship. Correlational research 

designs examine relationships among variables. The examination can occur at several levels. In 
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any correlational study, a representative sample must be selected for the study, a sample 

reflecting the full range of scores possible on the variables being measured.  

 Brink (2001) has stated and made assumptions in lieu with correlational designs that the study 

variables have not been shown to co-vary in previous studies of similar populations and the 

conceptual framework can be proposed to support the possibility of relationships between the 

variables.  The variables exist in the population and are amenable to study and the sample is 

representative of the population.  Lastly there is no manipulation of variables as they are studied 

as they exist naturally. 

Population 

An accessible or source population is the group of people or objects that is accessible/available 

to the researcher as subjects to a particular study (Gray & Groove, 2016).The accessible 

population in this study comprised of registered auditors with an experience of at least two years 

in the profession.  This study concentrates on Auditors in Harare, Zimbabwe.  Only those 

practicing in private institutions shall be sampled.  There are 58 registered audit firms registered 

with Public Accountants & Auditors Board ( PAAB) in Zimbabwe, as at 1 October 2018 and 35 

of these are situated in Harare with 23 dotted around Zimbabwe namely Bulawayo and 

Masvingo.   The Big 6 in Zimbabwe namely, Ernst &Young (EY) which has 200 auditors, Price 

Waterhouse & Coopers (PWC) has 120 auditors, Klynveld Peat Marwick Goerdeler (KPMG) 

which has 150 auditors, Deloitte, Binder Dijker Otte (BDO) has 185  and Grant Thornton have 

80 auditors making a total of 735 employees working as auditors. There are 52 smaller firms 

with 5 employees each making a total of 260 in the smaller firms. The total number of auditors in 

all the firms for the study is 995.  
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Sample and Sampling Technique 

 Sampling is a researcher‟s process of selecting a number or portion of individuals, events or 

behavior from a delineated target population in order to obtain information regarding phenomena 

in a manner that the elements in the sample represent as nearly as possible the characteristics of 

the whole study population (Sim & Wright, 2006). The intent of sampling is so that inferences 

about the entire population can be made from selected individuals or elements (Gray & Groove 

2016).  

 A group of 146 practicing auditors were used in the study which transposes to about 15% of the 

population.  The study covered the 6 big auditing firms and from the 23 small firms, 4 were 

randomly selected to make a total of 10 auditing firms.  Twenty three auditors from each of the 

six big audit firms in Zimbabwe and two auditors from the four small firms in Harare were used 

as part of the sample. Auditors with an experience of 2 years and more were engaged. 

From each of the 6 big firms, 23 respondents were randomly selected to make a total of 146 

respondents. From each of the 4 randomly selected small firms, 2 auditors were randomly 

selected, to give a total of 8 auditors. Therefore the total number of respondents was 146. 

There are a number of different sampling method techniques and can be divided into probability 

and non- probability sampling.  Probability sampling involves random selection of elements and 

in this sampling design, the researcher can specify the probability that an element of the 

population will be included in the sample (Gray & Groove, 2016). Probability sampling designs 

include simple random sampling, stratified random sampling, cluster sampling and systematic 

sampling. Probability sampling was employed in this research in respondent selection and 
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recruitment. Probability sampling enables the selection of a representative sample from which 

the findings could be generalized to the population. 

Instrumentation  

Data collection is a systematic process in which the researcher collects relevant information to 

achieve the research purpose and objective. The data collection involves application of a 

measuring instrument to gather data from respondents and the process ranges from a simple 

observation at one location to a grandiose survey of multinational corporations at different sites 

using instruments such as questionnaires, standardized tests, observation schedules, laboratory 

notes and instrument calibration logs (Gray & Groove, 2016). 

The data collection tool employed was a self-constructed questionnaire.  The questionnaire was 

designed in such a manner that the participants were confined to closed ended questions to 

enable the researcher to get the accurate information needed.  The questions were designed to be 

kept short and concise to afford the respondent the opportunity to focus their answers and curb 

against losing focus of the study. A five point Likert scale to measure performance were as 

follows: 

 5= strongly agree; 4= agree; 3= neutral; 2= disagree and 1= strongly disagree 

 For the question on the extent of auditor‟s involvement in liability litigation wrangles the five 

point Likert scale that was used will be: 

 5 = highly involved; 4 = involved; 3 = neutral; 2 = slightly involved; 1 = not involved. 

 A questionnaire is a tool designed to survey respondents with specific information and it reduces 

biasness by asking specific data (Balnaves, 2001).  The questionnaire has two different sections, 
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section A consists of demographic based information in Section A of the respondent and section 

B contains closed ended questions. 

Validation and Reliability 

Validity 

To keep the validity of the study reliable, questions were designed using the conceptual 

framework of the study.  Validity is the foremost on the mind of developing measures and that 

genuine scientific measurement is foremost in the minds of those who seek valid outcomes from 

assessments (Bond, 2003).  Validity refers to the appropriateness of the inferences made about 

the results of an assessment and also refers to the degree to which an instrument measures what it 

is supposed to measure. A valid instrument actually measures the concept and construct it claims 

to measure (Gray & Groove, 2016).  (Polit & Beck, 2010) contend that the more evidence that an 

instrument is measuring what it is intended to measure that it is valid, the higher the level of trust 

the researchers would put into inferences based on findings. There are four main major 

classifications or types of validity namely: 

• Content validity 

• Face validity 

• Criterion validity and 

• Construct validity. 
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Content validity 

Content validity is concerned with the degree of representativeness or sampling adequacy of the 

content or elements of the phenomenon or constructs being measured. Accordingly, content 

validity is concerned with the degree to which an instrument has an appropriate sample of items 

for the construct being measured and adequately covers the construct domain (Polit, 2010). 

Therefore, content validity is an assessment of how well the instrument represents all the 

components of the variable to be measured and this type of validity is mainly used in the 

development of questionnaires or interview guides. To ensure that content validity will be met in 

this study: 

• A review of relevant literature was done before the development of the instrument. This 

review helped to ensure that all the necessary variables were included in the instrument 

• Content validity was met by ensuring a “jury opinion”. Jury opinion is whereby 

researchers or other experts make judgment on the extent to which the measure covers the 

universe of facets that make up the concepts. The questionnaire shall be evaluated by a senior 

researcher, the research supervisor, a statistician and pilot testing the instrument to ensure 

consistency and that the tool contains all attributes of the phenomena to be measured. 

 Face validity 

Face validity verifies whether the instrument looks, like it is valid or gives the appearance of 

measuring variables applicable to the research problem, objectives and topic (Gray & Groove, 

2016).  It means that the instrument appears to measure what it is supposed to measure. In the 

current study face validity was ensured by conducting appropriate literature review to construct 
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questions relevant to the study. The face validity of the questionnaire was evaluated by the 

supervisor, the statistician and a pilot test to ensure that it appears at face value to be a relevant 

measure of the attributes under investigation. Necessary changes were made to the instrument 

following all the above evaluations.  

 Construct validity 

A construct is an abstraction or concept that is deliberately invented or constructed by 

researchers for scientific purposes (Gray & Groove, 2016).  In practice, construct validity is used 

to describe a scale, index or other measure of a variable that correlates with measures of other 

variables in ways that are predicted by or make sense according to a theory of how variables are 

related (Sim, 2006, p15). Construct validity is used to explore the relationship between the 

results obtained by the instrument to the measures underlying the theoretical concepts of the 

instrument. According to Polit and Beck (2010) construct validity concerns inferences from the 

measures used to operationalize the variables. In the current study, the questionnaire was based 

on the literature reviewed guided by the relevance to the key constructs of the study.  

Internal and external validity 

 Internal validity 

Internal validity is the extent to which the study findings reflect reality rather than the influence 

of extraneous variables (Polit, 2010). Internal validity concerns the validity of inferences that 

given an empirical relationship, the observed outcomes can be attributed to the manipulated 

independent variables rather than the uncontrolled extraneous factors Polit and Beck (2010). 
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However, according to Gray & Grove (2016), descriptive research is weak with regard to internal 

validity. To enhance internal validity the following points as suggested by Gray& Grove (2016): 

• A structured data collection instrument (questionnaire) is used to minimise the effects of 

extraneous variables (such as a change in emphasis by the research on questions) on the 

responses of the respondents 

• The study is conducted in the natural environment that is the different private firms. 

 External validity 

External validity is the extent to which inferences about observed relationships in a study holds 

over variations in persons, setting, time or measures of the outcome.  External validity is the 

degree to which study findings can be generalized to settings or samples other than the one 

studied (Polit, 2010).  External validity is an important aspect of descriptive research. To 

enhance external validity in this study, the researcher followed suggestions by Gray and Grove 

(2011): 

• Stratified and simple random sampling was used to ensure a representative sample of the 

target population.  

• Low response rates were avoided by the researcher personally distributing the research 

tool 

• The Hawthorne effect were the respondents alter their behavior because they know they 

are being observed and social desirability was avoided by ensuring respondents anonymity, 

privacy and confidentiality of information collected so that they truthfully completed the 

questionnaire without fearing that they might be identified and victimized on the basis of their 
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responses. Hawthorne effect is a situation whereby the respondents behave or respond in a 

particular manner because they are aware of that they are being observed, a social desirability 

refers to a situation whereby respondents give answers that they perceive are acceptable or 

consistent with prevailing social norms (Polit, 2010). 

A pilot test was done on 30 respondents, which were excluded from the main test.  This enabled 

the researcher to check if the respondents understand the variables.  Thus a chance for the 

researcher to get an idea whether what they are seeking to understand is being derived from the 

set of results obtained. 

 Reliability 

Reliability refers to the extent to which independent administration of the same instrument (or 

highly similar instruments) consistently yields the same (or similar) results under comparable 

conditions if used repeatedly over time on the same person or sample or if used by two different 

researchers (Gray & Groove, 2016). Reliability also refers to the accuracy and consistency of 

information obtained in a study (Polit, 2010).  Although it is difficult to always have perfect 

reliability, the following steps were taken to increase reliability of measures as argued by Polit 

and Beck (2010): 

1. Use of multiple indicators (items) of a variable (concept) such as using two or more 

questions (indicators) in a questionnaire to measure each aspect of a variable.  

2. Pilot testing the instrument and replications: this refers to developing a draft or drafts of a 

measure and testing these before applying the final version. The questionnaire was pilot -

tested in firms that will not be used for the final study. This helped to clarify some 
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questions and correct some typographical errors and check on the consistency of the 

responses 

3. Clearly operationalising all constructs, meaning developing an unambiguous clear 

theoretical definition for each construct and then making sure that each measure indicates 

only one specific concept 

4. The use of a valid and reliable data collection instrument was ensured by calculating the 

Cronbach‟s alpha coefficient. 

Reliability coefficients were used as they are important because they give indication of the 

quality of data collection instruments (Gray & Groove, 2016).  If measures are unreliable, then 

the researcher‟s assumptions may not be adequately tested. Therefore, information about an 

instrument‟s reliability becomes of paramount importance in interpretation of the research 

findings. The Cronbach‟s alpha coefficient is a statistical estimate of reliability of a psychometric 

instrument. This is a measure of the internal consistency or homogeneity; that is how closely 

related a set of items or subparts in a data collection instrument (Polit, 2010).  The Statistical 

package for Social Sciences (SPSS) version 24 shall be used to compute the alpha coefficient for 

the scheduled data collection instrument. According to Gray and Groove (2016), a reliability 

coefficient of 0.70 is considered sufficient for a newly developed psychometric data collection 

instrument. 

A test can be referred to as reliable when it can be used by a number of different researchers 

under stable conditions, consistent results and little or no variation at all.  Reliability is seen as 

the degree to which to which a test is free from measurement errors (Wallen, 2003).   A group of 

20 respondents was used to check whether the instrument that the researcher intends to use is 

reliable, practical and workable. In order to test the reliability of the research instrument the 
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Cronbach‟s alpha score was used. The research instruments were piloted in order to standardize 

them before the actual study. The pilot study was done in Harare, Zimbabwe using simple 

random sampling. This helped in identifying problems that respondents might encounter and 

determined if the items in the research instrument will yield the required data for the study. A 

pilot study was conducted and below is the results. Table 1 below shows the Cronbach‟s alpha 

coefficient. In this case the Cronbach‟s alpha coefficient is 0.844, which indicates a high level of 

internal consistency for the scale with this specific sample. Therefore the questionnaire is 

reliable. 

 

Table 1:  Reliability Statistics 

 

Cronbach's Alpha N of Items 

.844 23 

Source: Primary Data (SPSS Output) 

Procedure for Data Collection 

The researcher got an introductory letter from the Director of Graduate Studies, which shall be 

produced to the auditing firms that would have chosen to seek permission to collect data. The 

researcher went to audit firms personally to distribute the questionnaires.    Assistance from the 

Human Resources Officer was sought to assist with the distribution of the questionnaires in their 

respective firms, where possible. The researcher sort permission to explain to the participants the 

importance of the exercise and state that it is for academic reasons, then go on to reassure them 

that no one  will be put to task for what they note down in the questionnaire. 
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Procedure for Data Analysis 

Data collected was purely quantitative and shall be analyzed by descriptive analysis.  Descriptive 

statistics such as frequency, mean, standard deviation was used to analyze data for question 1, 2 

and 3.  Analysis was aided by Statistical Packages for Social Sciences (SPSS) version 24. 

Table 2: Interpretation of Mean Scores 

Score Responses Mean Scores 

Ranges 

Verbal Interpretation   

   Level of performance  Extent of liability 

5 Strongly Agree 4.51 – 5.00 Very satisfactory Very High Extent 

4 Agree 3.51 – 4.50 Satisfactory High Extent 

3 Neutral 2.51 – 3.50 Neutral Average Extent 

2 Disagree 1.51 – 2.50 Slightly satisfactory Low Extent 

1 Strongly 

Disagree 

1 – 1.50 Unsatisfactory Very Low Extent 

 

Ethical Considerations 

Ethical considerations are considered as the values and norms that govern a specific field.  

Another way of defining ethics focuses on the disciplines that study standards of conduct, such 

as philosophy, theology, law, psychology or sociology.  It is a way of, or a method, procedure or 

perspective for deciding how to act and for analyzing complex problems and issues (Resnick, 

2015).  There are reasons for ethical considerations namely: 

1. Promote the aims of the research such as knowledge, truth and avoidance of error. 

2. Values that are essential to collaborative work such as trust, accountability, mutual respect 

and fairness. 
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Research often involves a great deal of cooperation and coordination among many different 

people in different disciplines and institutions. 

3. Accountable to the public 

At times researchers are funded by public money and this holds them accountable to the public 

for research misconduct, conflicts of interest or even confidentiality. 

4. Public support 

It is easier for people to fund a research project if the donors can easily trust the quality and 

integrity of the researcher. 

5. Moral and Social Values  

Most norms of research promote a variety of values such as social responsibility, human rights, 

and animal welfare, compliance with law and public health and safety. 

Ethical lapses in research can cause significant harm to humans or animals and the public.  For 

example a researcher who fabricates data in a clinical trial may harm or kill patients. 

The identity and dignity of all respondents shall be guaranteed, that their identity will not be 

disclosed to anyone, without their consent.  No follow-ups shall be made to quiz the respondents 

or victimize them.  Their identity and any personal information shall be strictly used for 

academic purposes and not any other purpose saves for the one mentioned. 

There are Ethical principles regarding participants as well and they are: 

Beneficence 
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According to Burns & Grove (2011), the principle of beneficence encourages researchers to do 

good and “above all, do no harm”. The dimensions of this principle include: 

• Right to freedom from harm and discomfort 

Freedom from harm and discomfort means that it is the researcher‟s obligation to avoid, prevent 

or minimise harm (non-maleficence).The discomfort and harm could be physical, emotional, 

spiritual, economic, social or legal (Burns & Grove, 2011). In this study, no invasive methods 

shall be used to collect neither data nor coercion employed.  

• Right to protection from exploitation. 

According to Polit and Beck (2008), the principle of right to protection from exploitation ensures 

that participants are assured that their participation or the information they provide will not be 

used against them in any way or expose them to situations for which they will not have been 

prepared. The fact that respondents were not compensated for their participation in the study and 

yet this researcher is aiming at attaining a master‟s degree based on the information provided 

could be seen as a form of exploitation. To maintain this ethical principle the researcher  assured 

respondents that the findings of the study were only going to be shared with the concerned 

Judicial Service Commission, to whom such study findings may be helpful in developing 

strategies and policies to help the respondents and stakeholders  in the areas of knowledge. 

Respect of human dignity 

• Right to self-determination 

Self-determination means that the prospective respondents have the right to decide voluntarily 

whether to participate in the study without fear or risk of prejudicial treatment. This also includes 
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the right to ask questions, to refuse to give information or to withdraw from the study. In this 

study, the respondents had a right to independent decision making without any form of coercion 

whether or not to participate. Respondents were also informed that they had a right to withdraw 

from the study at any time and have a right to ask any questions if they so wish. 

• Right to full disclosure 

Right to disclosure means that the researcher has fully explained the nature of the study, the 

person‟s rights to refuse participation, the researcher‟s responsibilities and likely risks and 

benefits.  

• Informed consent 

Informed consent implies that the respondents are given adequate information on the goal of the 

investigation, the procedures to be followed in the study, possible advantages, disadvantages and 

dangers to which they may be exposed as well as the credibility of the researcher (Gray & 

Groove, 2016) 

• Right to privacy 

Privacy is defined as freedom from undesirable intrusion (Penguin Reference Dictionary, 

2002).This basically means that the respondent has the right to determine the extent to which, 

and the general circumstance under which, their private information might be shared with or 

withheld from others. 

• Confidentiality 

Confidentiality refers to the management of data in research in such a way that it will not be 

divulged or made available to any person not entitled thereto (Gray & Groove, 2016). In this 
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study, confidentiality shall be ensured by keeping all information collected at the researcher‟s 

home in a lockable cabinet and the electronic data shall be secured by the use of a password that 

was only known by the statistician and the researcher. 

• Anonymity 

Anonymity refers to having no outstanding or distinguishing feature (Penguin Reference 

Dictionary, 2004).This refers to the researcher‟s act of keeping the respondents identities not 

known with regard to their participation in the research study and the researcher cannot also link 

the respondents to their data. In this study, anonymity will be ensured by using numbers on the 

data collection instrument instead of respondents‟ names. 

Ethical Principles regarding the institution 

Most institutions were research is conducted have established formal committees and protocols 

for reviewing research proposals before research can be undertaken. This intended research was 

conducted in accordance with the established scientific and ethical guidelines. 

 Permission to conduct the study 

Permission was sought from the registrar of Solusi University. 

 Ethical principle regarding integrity of the researcher 

Besides protecting the rights of the respondents, the researcher should demonstrate respect for 

the scientific community by protecting the integrity of the scientific knowledge. With regard to 

the scientific integrity of the researcher, Van der Wal (2005) states, “the scientific integrity of a 

researcher must be indisputable and incontrovertible”. This involves ethical responsibilities of 

the researcher with regard to competence, conduct and communication of the research findings. 
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 Competence of the researcher 

Competence and scientific integrity of the researcher are relevant to the entire research process. 

For academic purposes, the research should be assessed in the same way as other academic 

projects and the researcher competence in academic research is often supplemented by the input 

of the research supervisors and promoters (Polit, 2010).  

 Conduct and reporting of research findings 

• Veracity 

Veracity concerns telling the truth and incorporates the concept that individuals should always 

tell the truth and this principle compels that the whole truth be told. In the current study, all 

procedures and data collected were made available and open for scrutiny to all the appropriate 

persons and institutions involved in the study. No data was fabricated by the researcher or 

anyone else. 

• Fidelity 

Fidelity means that one has to keep their promises or commitments. In this study, all agreements 

made with the respondents and institutions were upheld For instance, should any need for 

modification of the approved research proposal have been encountered during the research, a 

refined or adapted research proposal would have been submitted to all authoritative bodies for re-

approval. 

• Avoidance of plagiarism 

 Plagiarism is the appropriation (“stealing”) of another person‟s ideas, processes results or words 

without giving appropriate credit including information obtained through the confidential review 
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of research reports (Gray & Groove, 2016). To ensure scientific honesty in this study, all sources 

of information used were duly referenced. 

• Maintaining attribution and citation 

Attribution refers to crediting an author, artist or scientist with a particular work or idea while 

citation is the precise rewriting or quoting or acknowledgement of “intellectual credit” to a 

person‟s scholarly or artistic creations (Van der Wal cites University of Alberta; Ashcroft, 2011). 

To ensure scientific integrity with regard to attribution and citation, all sources of information, 

authors and content were duly acknowledge within the text and in the list of references. 

• Dissemination or publication of findings 

Dissemination and publication of research findings entail the publication aspect of research. All 

information about the research, including the research findings, must be formulated and 

conveyed clearly and unambiguously to avoid misinterpretation and misappropriation of the 

information. Well-defined and scientific approved terminology is essential to ensure uniform 

interpretation of study findings by readers. 
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CHAPTER 4 

PRESANTATION, ANALYSIS AND INTERPRETATION OF DATA 

Introduction 

This chapter presents the findings, analysis and interpretation of the primary data that was 

obtained from the different respondents that took part in the exercise.  The SPSS package was 

used to analyse the data.  The primary data was collected by physically going to the different 

firms and asking the respondents to fill in the questionnaires.  

Response Rate 

Table 3: Questionnaire Response Rate Analysis 

Total number of 

questionnaires distributed 

Total number of 

questionnaires completed 

and returned 

Percentage response rate 

146 146 100% 

 

A number of 146 respondents was targeted and was successfully achieved with a result of 146 

respondents participating in the study.  The researcher visited the different firms more than thrice 

in order to reach the targeted numbers in each firms, as auditors were mostly in the field.   
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Gender Analysis 

Respondents were asked to indicate their gender. Results obtained are shown on Table 4 below. 

Table 4: Gender 

 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid Male 75 51.4 51.4 51.4 

Female 71 48.6 48.6 100.0 

Total 146 100.0 100.0  

Source: Primary data (SPSS Output) 

Out of 146 respondents, 51.4% (75) were males, 48.6% (70) were females. This shows that the 

number of respondents are some-how balanced, they was no discrimination in the choice of 

respondents. 

Age Analysis 

Respondents were asked to indicate their age. Results obtained are shown on Table 5 below. 

Table 5 below shows that between the three age groups represented here, the over 40 age group 

has the highest number of respondents, with 63 participants which constitute 43.2% of the 

sample, followed by the 31-40 years age group which has 59 participants with a percentage of 

40.4% and lastly the below 30 years age group which has the least number of participants with 

24 respondents and a percentage of 16.4%. 
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Table 5: Age 

 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Below 30years 24 16.4 16.4 16.4 

31-40 years 59 40.4 40.4 56.8 

Over 40 years 63 43.2 43.2 100.0 

Total 146 100.0 100.0  

Source: Primary data (SPSS Output) 

Years of Experience Analysis 

Respondents were asked to indicate their years of experience in the auditing field. Results 

obtained are shown on table 6 below. 

Table 6: Years of Experience 

 

 Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid 2-5 years 32 21.9 21.9 21.9 

6-10 years 43 29.5 29.5 51.4 

11-15 years 24 16.4 16.4 67.8 

16-20 years 18 12.3 12.3 80.1 

Over 21 

years 
29 19.9 19.9 100.0 

Total 146 100.0 100.0  

Source: Primary data (SPSS Output) 

Out of a total of 146 respondents the 16-20 years of experience constitute 12.3% of the sample 

which is the least in the sample followed by 11-15 years of experience with 16.4 %.  The over 21 

years of experience group  is in the middle of the group with 19.9%, followed by the 2-5 years of 
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experience age group with 21.9% and top of the list is the 6-10 years of experience group with 

29.5%.  This shows that more respondents had an experience of between 6 to 10 years. 

Education Analysis 

Respondents were asked to indicate their education level. Results obtained are shown on Table 7 

below. 

Table 7: Education Level 

 

 Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid Below A' Level 1 .7 .7 .7 

Diploma 17 11.6 11.6 12.3 

Undergraduate 

Degree 
67 45.9 45.9 58.2 

Postgraduate Degree 61 41.8 41.8 100.0 

Total 146 100.0 100.0  

Source: Primary data (SPSS Output) 

Academic level was grouped into 4 categories.  Out of 146 respondents 1 (0.7%) of them had 

below A‟ Level, 17 (11.6%) had Diplomas, 67 (45.9%) had Undergraduate Degrees and 61 

(41.8%) had Postgraduate Degrees. The findings reveals that at least 87.7% of the sample had a 

first degree and above. 

 

 



58 
  

Question 1 

What is the current level of auditors’ performance in Harare auditing firms? 

The objective of this question was to establish the current level of auditors‟ performance in 

Harare auditing firms. Therefore, the mean and standard deviation were used to answer this 

research question with scores interpreted using verbal interpretation in Table 2. 

Table 8: Companies Act 

 

 N Mean 

Std. 

Deviation 

17. Audit reports are prepared and handed in to the board on 

time 
146 4.25 .722 

18. The auditor ensures compliance with internal control 

procedures 
146 3.55 1.064 

19. Inspection of books of accounts and accounting systems 

are regularly checked for efficiency and effectiveness 
146 3.66 1.005 

20. Reviews of the taxpayer‟s accounts are done constantly 146 3.71 .919 

21. Audits are done on site 146 3.71 .880 

22. True certification of a client adhering to and observing 

corporate governance practices are always done transparently 
146 3.44 1.095 

Companies Act Level 146 3.7192 .75474 

    

  Source: Primary data (SPSS Output) 

As illustrated in Table 8 above, findings reveal that the  companies act is being followed in 

Harare auditing firms. This is shown by the satisfactory Companies Act mean score of 3.7192 

(SD=0.75474). This implies that most companies in Zimbabwe are being audited. At national 

level auditing is governed by the Companies Act [Chapter 24:03] which requires all public 

interest entities to be audited. The objective of this question was to establish the current level of 

auditors‟ performance in Harare auditing firms.  
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The satisfactory level of adhering to companies act might be attributed to what the companies 

act is. The Companies Act by definition is law enacted by Parliament and endorsed by the 

President of Zimbabwe.  This becomes the standard for all companies present in the country 

and violation or non-adherence to the statutory law, attracts a penalty or complete 

deregistration of the business entity.  When asked whether the review of taxpayer‟s accounts 

are done constantly and if audits are done on site, the responses scored a mean of 3.71 each 

(SD = .919 and .880 respectively) a clear indication that the auditing firms in Harare are aware 

of the requirements and contents of the Companies Act, and is being followed to a satisifactory 

level. Ovellary the statisfacory level of both Code of Ethics and companies act in Harare 

auditing firms implies the auditors‟ performance is also satisfactory. The objective of this 

question was to establish the current level of auditors‟ performance in Harare auditing firms.  

However some respondents did not agree that true certification of a client adhering to and 

observing corporate governance practices are always done transparently in Harare auditing 

firms. This is evidenced by an average mean score of 3.44 (SD=1.095). Conversely the 

standard deviation shows a wide variability in responses which implies that responses on 

transparancy in certification varied widely. 
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Table 9: Code of Ethics Level 

 

 N Mean 

Std. 

Deviation 

10. The auditor observes the law and makes disclosures 

expected of them by the law and the profession 
146 4.07 .828 

11. The auditor performs their work with honesty, diligence 

and responsibility 
146 4.21 .656 

12. The auditor does not knowingly become a party to any 

illegal activity or engage in acts that are discreditable to the 

protection of the client 

146 4.25 .660 

13. The auditor does not participate in any activity or 

relationship that may impair their unbiased assessment 
146 4.29 .565 

14. The auditor does not take part in relationships that may be 

in conflict with their client‟s interest 
146 4.26 .611 

15. The auditor does not accept any gifts in cash or kind that 

may impair or presume to impair their professional judgment 
146 4.29 .577 

16. The auditor discloses all material facts known by them 

which may or affect the client directly or indirectly 
146 4.22 .738 

Code of Ethics Level 146 4.2280 .49361 

    

  Source: Primary data (SPSS Output) 

The findings in Table 9 below revealed that currently the auditors‟ code of ethics in Harare 

auditing firms is satisfactory as evidenced by an average mean score of 4.228 (SD=0.49361) 

meaning the degree at which auditors in Harare auditing firms are observing the code of ethics 

governing the auditing profession is satisfactory. This implies auditors in Harare auditing firms 

are able to apply the necessary policies to identify threats to compliance with the fundamental 

principles, to evaluate their significance and if such threats are other than clearly significant, to 

apply safeguards to eliminate them or reduce them to an acceptable level such that compliance 

with the fundamental principles is not compromised. There was homogeneity in respondents‟ 

responses as shown by a standard deviation of 0.49361 which is below 1. 
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The satisfactory code of ethics level ascertain ICAZ (2009) which speaks of adhering to 

integrity, objectivity, professional competence and due care, confidentiality, and professional 

behavior as key fundamental principles to identify threats to compliance with the fundamental 

principles, to evaluate their significance and if such threats are other than clearly significant, to 

apply safeguards to eliminate them or reduce them to an acceptable level. 

When respondents were asked if auditors accepted any gifts in cash or kind or participate in any 

activity or relationship that may impair their unbiased assessment, the responses scored a mean 

of 4.29 each (SD 0.569 and 0.577 respectively)  a clear indication that the respondents were 

aware of the code of ethics in auditing firms to a higher degree. 

Question 2 

What is the extent of auditor liability in Harare auditing firms? 

Objective of this question is to determine the extent of auditor liability in Harare auditing firms. 

The mean and standard deviation were used to answer this research question with scores 

interpreted using verbal interpretation in Table 2. 

In Table 10 below, the respondents assessed  litigation influence on auditors‟ performance, and 

the results indicated, that litigation as an auditing firms‟ liability averagely influence auditors‟ 

performance in Harare auditing firms. This is evidenced by an averagely litigation mean score 

of 3.2479 (SD = 1.68471). This implies they are some litigation happening in Harare auditing 

firms at the time of this study but to a low extent. Responses however varied, as shown by 

standard deviation which was above 1.  
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The average litigation influence might be due to the increase in commercial bankruptcies, 

organizations collapsing and entities failing, auditor scrutiny has increased (Chong-Gin, 2013). 

As the Zimbabwean Companies Act puts it in Section 153, a perception is created that auditors 

are the guardians and mediators for the public, in keeping management in check.  Therefore the 

auditors‟ responsibility is embodied in the Companies Act and ultimately creating a liability to 

the auditor, in the case that the auditor breaches their duty of care as per legislation.  The varied 

in responses might be attributed to how respondents view litigation extent as in most case, the 

extent of the matter is best known by the legal team in or out of the organization.  

Table 10: Litigation 

 

 N Mean 

Std. 

Deviation 

5. Our audit firm has been  involved in litigation 

wrangles before 
146 3.32 1.669 

6. Our firm has been involved in, out of court settlements 146 3.23 1.734 

7. Our firm has been appearing on the court role often in 

the past year 
146 3.18 1.768 

8. Our firm has spent some amounts on legal fees in the 

past year 
146 3.29 1.698 

9. The company has had instances where they failed to 

detect errors that could have made them liable 
146 3.22 1.708 

Extent of Litigation 146 3.2479 1.68471 

    

 Source: Primary data (SPSS Output) 

Question 3 

Is there any significant relationship between auditing firm’s liability and auditors’ 

performance in Harare auditing firms? 
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The objective of this question was to provide empirical evidence if there is any significant 

relationship between auditing firm‟s liability and auditors‟ performance in Harare auditing firms. 

The question was answered using Pearson‟s correlation coefficient. 

 

Table 11: Correlation Between Independent Variable and Dependent Variable 

 

 Auditors‟ Performance Litigation 

Auditors‟ 

Performance 

Pearson 

Correlation 
1 -.283

**
 

Sig. (2-tailed)  .001 

N 146 146 

Litigation Pearson 

Correlation 
-.283

**
 1 

Sig. (2-tailed) .001  

N 146 146 

**. Correlation is significant at the 0.01 level (2-tailed). 

Source: Primary data (SPSS Output) 

Data was tested using Pearson Correlation as shown in Table 11 and the findings showed 

litigation has a  significant negative relationship with auditors‟ performance as evidenced by 

[r=-.283, n=146, p<.01]. In other words, auditing firm‟s liability has a small negative significant 

correlation with auditors‟ performance at 5% significant level. It is clear from the findings that 

adhering to companies act and code of ethics are prime factors to reduce litigation against 

auditing firms. 

Success stories have been reported where adhering to companies act and code of ethics can 

reduce litigation. In America, after the Enron disaster, the introduction of Sarbanes Oxley Act 

2002 has seen reduction on corporate fraud.  In United Kingdom, companies act 2006 limit 

exposure on litigation both criminal and civil offences. This Act is there to strengthen the 
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independence and financial literacy of corporate boards and has significantly reduced 

malpractices in accounting and auditing by management.   

However, there was a weak link between auditing firms‟ liability and auditors‟ performance. 

The weak link  suggest that they are other important factors such as independence of auditors as 

identified by Tepagal (2015) as a cornerstone for the output product which this study could not 

establish and they require further interrogation.  

Hypothesis Testing 

H0   There is no significant relationship between auditing firms‟ liability and auditors‟ 

performance in Harare auditing firms. 

Looking at Table 11, it is revealed that litigation impacted significantly auditors‟ performance as 

shown by p-value = 0.001 which is p<0.05. Therefore, it was concluded that auditing firm‟s 

liability has significant impact on auditors‟ performance at the 5% level of significance. This 

means we reject the null hypothesis. Therefore, the alternate hypothesis which states that there is 

a significant impact between auditing firm‟s liability and auditors‟ performance in Harare 

auditing firms is accepted. 
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 CHAPTER 5 

SUMMARY, FINDINGS, CONCLUSION AND RECOMMENDATIONS 

Introduction 

This chapter presents the summary of the findings, conclusion and recommendations derived 

from this study. The study focussed on assessing the relationship between auditing firms‟ 

liability and auditors‟ performance. A case of auditing institutions in Harare.  Furthermore, 

limitation of the research study and recommendations are also cited. 

Summary 

The study was conducted at auditing firms in Harare, focussing on auditors in these Harare 

auditing firms. The purpose of the study was to assess the relationship between auditing firms‟ 

liability and auditors‟ performance in Zimbabwe, with a special focus on Harare auditing firms. 

The researcher used the conceptual framework to assess the effect of litigation (independent 

variable) on auditors‟ performance (dependent variable).  The researcher used the correlational 

research design to gather primary data. 

The study used questionnaires to collect data from the selected auditors in Harare auditing firms. 

Data collected using questionnaires had responses based on the 5 point Likert Scale with 5 

representing strongly involved, 4 involved, 3 neutral, 2 slightly involved and 1 not involved. The 

questionnaire was subjected to pilot testing to determine the reliability and validity of the 

instrument. The final data was analyzed using the SPSS version 24 application.  The population 

of the study was 995 auditors in Harare auditing firms and the sample had a total of 146 auditors. 
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The aim was to gather adequate data useful in testing the hypothesis formulated at the beginning 

of the study.  

Findings of the Study 

The following were the key findings established during the research study; 

1. The research findings suggest that the  Companies Act is being followed in Harare 

auditing firms. This is shown by the satisfactory Companies Act mean score of 3.7192 

(SD=0.75474). This implies all public companies in Zimbabwe are being audited. At 

national level auditing is governed by the Companies Act [Chapter 24:03] which requires 

all public interest entities to be audited. 

2. Results revealed that currently the auditors‟ Code of Ethics in Harare auditing firms is 

satisfactory as evidenced by an average mean score of 4.228 (SD=0.49361) meaning the 

degree at which auditors in Harare auditing firms are observing the Code of Ethics 

governing the auditing profession is satisfactory. This implies auditors in Harare auditing 

firms are able to apply the necessary policies to identify threats to compliance with the 

fundamental principles. 

3. The respondents assessed  litigation influence on auditors‟ performance, and the results 

indicated, that litigation as an auditing firms‟ liability averagely influence auditors‟ 

performance in Harare auditing firms. This is evidenced by an averagely litigation mean 

score of 3.2479 (SD = 1.68471) which implies they are some litigation happening in 

Harare auditing firms at the time of this study but to a low extent. Responses however 

varied, as shown by standard deviation which was above 1.  
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4. Auditing firm‟s liability has found to have a small negative significant correlation with 

auditors‟ performance at 5% significant level as evidenced by [r=-.283, n=146, p<.01]. It 

was clear from the findings that adhering to Companies Act and Code of Ethics are 

prime factors to reduce litigation against auditing firms. 

5. The alternate hypothesis which states that there is a significant impact between auditing 

firm‟s liability and auditors‟ performance in Harare auditing firms was accepted. This is 

revealed when litigation significantly impacted auditors‟ performance as p-value = 0.001 

which is p<0.05.    

Conclusion 

The study seeks to assess the relationship between auditing firms‟ liability and auditors‟ 

performance in Harare auditing firms.  The researcher assessed the key variables to assess the 

relationship. Generally auditors in Harare auditing firms are satisfactorily performing as shown 

by the mean score of 3.7192 (SD=0.75474) Companies Act and 4.228 (SD=0.49361) Code of 

Ethics. 

The researcher also explored the extent at which litigation influence auditors‟ performance. 

Statistical results confirmed that litigation of auditing firms averagely influence auditors‟ 

performance as evidenced by an average mean score of 3.2479 (SD = 1.68471). On the 

relationship between auditing firms‟liability and auditors‟ performance, there was a small 

negative significant correlation at 5% significant level as evidenced by [r=-.283, n=146, p<.01].  

Hence the research findings led to the conclusion that auditors‟ performance is satisfactory in 

Harare auditing firms, auditing firms‟ liability averagely influence auditors‟ performance and 
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there is significant relationship between auditing firms‟ liability and auditors‟ performance in 

Harare auditing firms. The conclusion reached by the researcher is based on the statistical results 

shown above. 

Recommendations 

Based on the results of the study as presented in chapter 4, the following recommendations are 

made: 

1. The current legal framework for auditors is insufficient in addressing the liability issue.  

The promulgation of the new Companies Act still has so many loop holes and does not 

address the liability gap.  New legislation has to be introduced to curb on negligence and 

deliberate mistakes by audit firms. 

2. As a requirement for renewal of practicing certificates PAAB should make it a pre-

requisite for firms to produce safeguards on avoiding Liability arising strategies, as a way 

of protecting unsuspecting clients.  These would have to be constantly monitored by the 

regulator to see if the auditing firms are maintaining these safeguards throughout the 

lifetime of the practice. 

3. Judicial officers need to be exposed and trained on handling liability issues in corporate 

law.  This will encourage litigation of irresponsible audit firms and will serve as a 

deterrent to other firms. Having a research department set up specifically in the 

commercial court, to follow trends and monitor how other countries treat and deal with 

such matters can remarkably make a difference in gaining and attaining knowledge in this 

complicated and most ignored field in Commercial law.  With such efforts put in place 
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Zimbabwean statute can be at par with International standards that will attract investors 

and encourage more of international trade.   

4.  Legislators and regulators must be made aware that the audit process is part of a process 

and therefore not a complete process in itself.  It therefore becomes virtually impossible 

for the auditors to give an absolute level of assurance that the shareholders and 

stakeholders are looking for.  Placing the onus on auditors solely as guardians of the gate, 

through passing an opinion on the company financials should be cured by holding the 

company management more accountable as the company‟s main guardians. 
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 Appendix: A 

Questionnaire 

 My name is Anne Mhlanga a student at Solusi University undertaking a study entitled Assessing 

Auditing firm‟s liability and its relationship with auditors‟ performance.  A case study of 

auditing Institutions in Harare, Zimbabwe.  This study seeks to address the gap exists in the 

commercial law field where auditors are not reprimanded for shoddy jobs done for their clients. 

There is still lack of knowledge in the liability of auditors both in the legal field and business 

sector.  When there are unexpected changes or sudden collapse of giants in the economic sector, 

there must be someone to account for the loss or sudden turn of events.  This study therefore 

seeks to assess the the relationship between auditing firms‟ liability and auditors‟ performance in 

Zimbabwe, with a special focus on Harare auditing firms.  . 

Thank you for taking part in this survey and I would like to assure you that all your personal 

information shall be handled with the highest level of confidentiality and your identity shall not 

be disclosed at whatever cost. 

Instructions: 

1. Kindly tick only one answer per question. 

2. Make sure all questions are answered. 

3. Your honest opinion is required. 
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SECTION A: PERSONAL INFORMATION 

1. Age                                        Below 30years    [ ] 31-40 years   [ ] 

                                                     Over 40 years [ ] 

2. Gender                                    Male [ ]                 Female [ ] 

 

3. Years of experience               2- 5 year[ ]           6-10 years [ ]       11-15 years [ ] 

                                               16-20 years [ ]      over 21 years [ ] 

 

4.  Highest level of Education    Below „A „Level  [ ] „A‟ Level   [ ]                                                               

Diploma [ ]     Undergraduate Degree  [ ]                                                               

Postgraduate Degree [ ] 

 

 

SECTION B: AUDITING FIRM LIABILITY 

 May you please respond to the following questions by indicating your opinion on the extent to 

which you agree or disagree with each of the statement based on a five (5) point scale of highly 

involved to highly not involved, Please put a tick in the boxes provided for your response? 

 

Key:  5 = highly involved; 4 = involved; 3 = neutral; 2 = slightly involved; 1 = not involved 

 

Litigation 5 4 3 2 1 
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1. Our audit firm has been  involved in litigation 

wrangles before 

     

2. Our firm has been involved in, out of court 

settlements. 

     

3. Our firm has been appearing on the court role often 

in the past year. 

     

4. Our firm has spent some amounts on legal fees in the 

past year. 

     

5. The company has had instances where they failed to 

detect errors that could have made them liable  

     

 

SECTION C: AUDITOR’S PERFORMANCE 

Key:  5 = Strongly agree; 4 = Agree; 3 = Neutral; 2 = Disagree; 1 = Strongly disagree 

Code of Ethics      

6. I make disclosures expected of me by the law and 

profession  

 

     

7.  I perform my work with honesty, diligence and 

responsibility 

     

8.  I do not become a party to any illegal activity.      

9. I do not engage in acts that are discreditable to the 

protection of the client 

     



77 
  

10. . I do not participate in any relationship that may 

impair my unbiased assessment 

     

11.  I do not take part in any relationship that may be in 

conflict with my interest 

     

12. I do not accept any gifts in cash or kind       

13.  I disclose all material facts to the client      

Companies Act      

14. I prepare and hand over the reports to the board on 

time 

     

15.  I ensure compliance with internal control procedures      

16.  I inspect books of accounts and accounting systems 

regularly. 

     

17.  I do audits on site      

18. I certify clients adhering to and observing corporate 

governance practices transparently.  
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Appendix: B 

SPSS OUTPUT 

Reliability Statistics 

Cronbach's Alpha N of Items 

.844 23 

 

 

Statistics 

 Age Gender Yrs of Exp Education 

N Valid 146 146 146 146 

Missing 0 0 0 0 

 

 

Age 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Below 30years 24 16.4 16.4 16.4 

31-40 years 59 40.4 40.4 56.8 

Over 40 years 63 43.2 43.2 100.0 

Total 146 100.0 100.0  

 

 

Gender 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Male 75 51.4 51.4 51.4 

Female 71 48.6 48.6 100.0 

Total 146 100.0 100.0  
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Years of Experience 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid 2-5 years 32 21.9 21.9 21.9 

6-10 years 43 29.5 29.5 51.4 

11-15 years 24 16.4 16.4 67.8 

16-20 years 18 12.3 12.3 80.1 

Over 21 years 29 19.9 19.9 100.0 

Total 146 100.0 100.0  

 

 

Education 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Below A' Level 1 .7 .7 .7 

Diploma 17 11.6 11.6 12.3 

Undergraduate Degree 67 45.9 45.9 58.2 

Postgraduate Degree 61 41.8 41.8 100.0 

Total 146 100.0 100.0  
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Code of Ethics Level 

 

 N Mean 

Std. 

Deviation 

10. The auditor observes the law and makes disclosures 

expected of them by the law and the profession 
146 4.07 .828 

11. The auditor performs their work with honesty, diligence 

and responsibility 
146 4.21 .656 

12. The auditor does not knowingly become a party to any 

illegal activity or engage in acts that are discreditable to the 

protection of the client 

146 4.25 .660 

13. The auditor does not participate in any activity or 

relationship that may impair their unbiased assessment 
146 4.29 .565 

14. The auditor does not take part in relationships that may be 

in conflict with their client‟s interest 
146 4.26 .611 

15. The auditor does not accept any gifts in cash or kind that 

may impair or presume to impair their professional judgment 
146 4.29 .577 

16. The auditor discloses all material facts known by them 

which may or affect the client directly or indirectly 
146 4.22 .738 

Code of Ethics Level 146 4.2280 .49361 
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Companies Act 

 

 N Mean 

Std. 

Deviation 

17. Audit reports are prepared and handed in to the board on 

time 
146 4.25 .722 

18. The auditor ensures compliance with internal control 

procedures 
146 3.55 1.064 

19. Inspection of books of accounts and accounting systems 

are regularly checked for efficiency and effectiveness 
146 3.66 1.005 

20. Reviews of the taxpayer‟s accounts are done constantly 146 3.71 .919 

21. Audits are done on site 146 3.71 .880 

22. True certification of a client adhering to and observing 

corporate governance practices are always done transparently 
146 3.44 1.095 

Companies Act Level 146 3.7192 .75474 

    

 

Litigation 

 

 N Mean 

Std. 

Deviation 

5. Our audit firm has been  involved in litigation 

wrangles before 
146 3.32 1.669 

6. Our firm has been involved in, out of court settlements 146 3.23 1.734 

7. Our firm has been appearing on the court role often in 

the past year 
146 3.18 1.768 

8. Our firm has spent some amounts on legal fees in the 

past year 
146 3.29 1.698 

9. The company has had instances where they failed to 

detect errors that could have made them liable 
146 3.22 1.708 

Extent of Litigation 146 3.2479 1.68471 
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Correlation Between Independent Variable and Dependent Variable 

 

 Auditors‟ Performance Litigation 

Auditors‟ 

Performance 

Pearson 

Correlation 
1 -.283

**
 

Sig. (2-tailed)  .001 

N 146 146 

Litigation Pearson 

Correlation 
-.283

**
 1 

Sig. (2-tailed) .001  

N 146 146 

**. Correlation is significant at the 0.01 level (2-tailed). 

 

Variables Entered/Removed
a
 

Model 

Variables 

Entered 

Variables 

Removed Method 

1 Litigation
b
 . Enter 

a. Dependent Variable: Auditors’ Performance 

b. All requested variables entered. 

 

 

Model Summary 

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

1 .283
a
 .080 .073 .51733 

a. Predictors: (Constant), Litigation 

 

 

ANOVA
a
 

Model Sum of Squares Df Mean Square F Sig. 

1 Regression 3.342 1 3.342 12.489 .001
b
 

Residual 38.539 144 .268   

Total 41.882 145    

a. Dependent Variable: Auditors’ Performance 

b. Predictors: (Constant), Litigation 
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Coefficients
a
 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 4.266 .093  45.757 .000 

Litigation -.090 .026 -.283 -3.534 .001 

a. Dependent Variable: Auditors’ Performance 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


