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Auditing no longer dominates the practices of the largest firm. It
accounts for just 30 percent of total revenues down from 70 percent in
1977. Consulting and other management advisory services now represent
over half up from 12 percent in 1977... As the firms expand their product
lines, consulting and other services may shorten the distance between the
auditor and management. Independence - if not in fact, then certainly in
appearance - becomes a more elusive proposition (Frankel, et al 2001).

: sk L 3 Public Oversight Board (POB 2000) Ll bl i

Of fundamental importance in understanding the conflict of interest that
arises from the provision of non-audit services to audit clients is the fact
that in so doing the audit firm is really serving two different sets of
clients: management in the case of management consulting services, and
the audit committee, the shareholders and all those who rely on the
audited financials and the firm’s opinion in deciding whether to invest, in
the case of the audit... It is obvious that in serving these different clients
the firm is subject to conflicts of interest that tear at the fragile fabric of
loyalty owed to one client or the other. And it is equally obvious that the
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existence of dual loyalties creates a serious appearance problem,
regardless of whether, in particular cases, the fabric actually tears apart or
not.
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Descriptives

Descriptive Statistics

N Minimum | Maximum Mean Std. Deviation
Y 138 .00 1.00 7391 44071
X1 138 .00 1.00 .5145 .50161
X2 138 .00 1.00 .6522 47802
X3 138 .00 1.00 .2826 45191
Valid N (listwise) 138

Regression

Variables Entered/Removed

Variables Variables
Model Entered Removed Method
1 X3, X1, X2 Enter

a. All requested variables entered.

b. Dependent Variable: Y

Model Summary

Adjusted Std. Error of
Model R R Square | R Square | the Estimate
1 .6042 .365 .351 .35517

a. Predictors: (Constant), X3, X1, X2
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ANOVA

Sum of
Model Squares df Mean Square F Sig.
1 Regression 9.705 3 3.235 25.644 .0002
Residual 16.904 134 126
Total 26.609 137
a. Predictors: (Constant), X3, X1, X2
b. Dependent Variable: Y
Coefficientd
Unstandardized |Standardized
Coefficients Coefficients
Model _ B Std. Error Beta t Sig.
1 (Constant .813 075 10.772 .000
X1 -.135 .064 -.154 -2.102 .037
X2 179 .070 .194 2.550 .012
X3 -.430 072 -.441 -5.940 .000

a. Dependent Variable: Y

-AY .




Correlations

Correlations

Y X1 X2 X3
Y Pearson Correlatio 1 -.313* .398™ -.543*
Sig. (2-tailed) . .000 .000 .000
N 138 138 138 138
X1 Pearson Correlatiol -.313" 1 -.314* 223*
Sig. (2-tailed) .000 . .000 .008
N 138 138 138 138
X2 Pearson Correlatio .398™1 -.314*% 1 -.353*
Sig. (2-tailed) .000 .000 ; .000
N 138 138 138 138
X3 Pearson Correlatio -.543* 223* -.353" 1
Sig. (2-tailed) .000 .008 .000 :
N 138 138 138 138

**.Correlation is significant at the 0.01 level (2-tailed).
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