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The effect of ownership concentration on the relationship
between the auditor industrial specialization and audit
tenure - an applied study on companies listed in the
Egyptian Stock Exchange

Dr. Eid Mahmoud Abo Zaid*
Abstract:

The aim of this research is to study and test the effect of the auditor
industrial specialization on auditor tenure and how different that
effect according to ownership Concentration, This aim was achieved
through accounting literature review to Hypothesis development, then
conducting an applied study on a the food and beverage sector
companies listed in the Egyptian Stock Exchange during the period
(2012-2017).

The results showed that the auditor industrial specialization
measured by market share based on total sales does not affect the
auditor tenure and that the effect is different according to the
ownership Concentration ,The results also found that the auditor
tenure is negatively affected by leverage, while positive effect on both
return on equity and company size.

The results of the additional analysis showed that the ownership
Concentration as a control variable positively and significantly affects
audit tenure, and the results of the sensitivity analysis showed that the
auditor industrial specialization measured by market share based on
total assets negatively affects audit tenure, and that ownership
Concentration does not alter that effect.

Keywords: Concentration of ownership, auditor's industrial
specialization, auditor tenure.

* Teacher at the Accounting Department , Faculty of Commerce,
Beni Suef University.
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Variable Obs Minimum | Maximum Mean Std.Deviation
TEN 162 3 6 5.30 977
CON 162 .052444 .980400 40878256 .224494596
LEV 162 .000000 791224 12218356 171152838
ROE 162 -.746405- .846595 10312424 207101243
SIZE 162 7.379611 | 9.739992 | 8.59113129 | .536460011
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TEN it =a + 1 SPE it + 2 Leverage + 3 ROE it + f4 Size it + ¢
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TEN Coefficients | Std. Err. z Significance
SPE -.2625134 1718786 -1.53 0.127
LEV -1.141093 .060659 -18.81 0.000***
ROE 2722521 0656771 4.15 0.000***
SIZE .3631633 .0855554 4.24 0.000***
cons 2.304782 7422082 3.11 0.002**

Wald chi2 748.87

Prob >chi2 | 0.0000 ***

**x ** and * denote statistical significance of the coefficients at 0.001, 0.01, and 0.05 levels
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TEN Coefficients Std. Err. z Significance
SPE 2.414374 6173591 3.91 0.000 ***
CONC 6585723 248753 2.65 0.008 **
SPE* CONC -6.147625 9019706 -6.82 0.000 ***
LEV -.8187205 1724221 -4.75 0.000 ***
ROE 1202163 .0839109 1.43 .044246 *
SIZE .3200578 1141623 2.80 .0963037
cons 2.319352 9291297 2.50 4982916
Wald chi2 223.40
Prob >chi2 | 0.0000 ***

*** ** and * denote statistical significance of the coefficients at 0.001, 0.01, and 0.05 levels
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TEN Coefficients Std. Err. y Significance
SPE -.2475109 .1789027 -1.38 0.167
CONC 1.034052 .3420083 3.02 0.002 **
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LEV -.8375006 .138607 -6.04 0.000***
ROE 1730043 .0762133 2.27 0.023*
SIZE .3379054 .0864539 3.91 0.000***
cons 1.910381 7781121 2.46 0.014
Wald chi2 831.00

Prob >chi2 | 0.0000 ***

*xx ** and * denote statistical significance of the coefficients at 0.001, 0.01, and 0.05 levels
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TEN Coefficients Std. Err. z Significance
SPE -2.560058 5093777 -5.03 0.000***
LEV -.4295554 3799713 -1.13 0.258
ROE 5601708 .2865537 1.95 0.050*
SIZE 5006632 .1180567 4.24 0.000***
cons 1.47107 1.00817 1.46 0.145
Wald chi2 47.43
Prob >chi2 | 0.0000 ***

**x ** and * denote statistical significance of the coefficients at 0.001, 0.01, and 0.05 levels
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TEN Coefficients Std. Err. yA Significance
SPE 6353372 1.387793 0.46 0.647
CONC 1.513004 .2829866 5.35 0.000***
SPE* CONC -5.686884 2.763823 -2.06 0.040*
LEV -.5739402 .350522 -1.64 0.102
ROE .6910973 .2546627 2.71 0.007**
SIZE .31369 1205422 2.60 0.009**
cons 2.40592 .9968345 2.41 0.016
Wald chi2 60.13
Prob > chi2 0.0000 ***

*x* ** and * denote statistical significance of the coefficients at 0.001, 0.01, and 0.05 levels
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) Jaladl) milid gale
stats | roe Concentration tenure size Leverage
min | .7464054 .052444 3 7.379611 0
max | .8465946 .9804 6 9739992  .7912239 .
mean | 1031242 4087826 5.296296  8.591131 .1221836
sd | .2071012 2244946 9773134 .53646 1711528
xtgls tenure_ specialization_1 _leverage roe size, panel(correlated)
Cross-sectional time-series FGLS regression
Coefficients: generalized least squares
Panels: heteroskedastic with cross-sectional correlation
Correlation: no autocorrelation
Estimated covariances = 378 Number of obs = 162
Estimated autocorrelations= 0 Number of groups = 27
Estimated coefficients = 5 Time periods = 6
Wald chi2(4) = 748.87
Prob > chi2 = 0.0000
Tenure | Coef. Std. Err. z P>|z| [95% Conf. Interval]
+
Specialization | -.2625134  .1718786 -1.53 0.127 -.5993893 0743625
Leverage | -1.141093  .060659 -18.81  0.000 -1.259982 -1.022203
Roe | 2722521 .0656771 4.15 0.000 .1435274
4009767
Size | .3631633 .0855554  4.24 0.000 .1954778 5308488
cons | 2304782  .7422082  3.11 0.002 .8500809
3.759483

xtgls tenure_ specialization_1 concentration spe*cconc leverage roe size, panel(correlated)
Cross-sectional time-series FGLS regression

Coefficients: generalized least squares
Panels:

heteroskedastic with cross-sectional correlation

Correlation: no autocorrelation

Estimated covariances = 378 Number of obs = 162

Estimated autocorrelations = 0 Number of groups = 27

Estimated coefficients = 7 Time periods = 6

Wald chi2(6) = 223.40

Prob > chi2 = 0.0000

tenure_ | Coef. Std. Err. z P>z| [95% Conf. Interval]

=+

Specialization_1|  2.414374 .6173591 391 0.000 1.204372 3.624375

Concentration | .6585723 .248753 265 0.008 .1710253 1.146119

Spec*conc | -6.147625 .9019706  -6.82  0.000 -7.915455 -4.379795

Leverage | -.8187205 .1724221 -4.75  0.000 -1.156662 -.4807794
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Roe | 1202163 0839109 143 0152 -044246 2846785
Size | 3200578 1141623 280 0005 0963037 5438118
cons | 2319352 9291297 250 0.013 4982916 4.14041
|

tlay) Jalasl)

xtgls tenure_ specialization_1 concentration _leverage roe size, panel(correlated)
Cross-sectional time-series FGLS regression
Coefficients: generalized least squares

Panels: heteroskedastic with cross-sectional correlation

Correlation: no autocorrelation

Estimated covariances = 378 Number of obs = 162

Estimated autocorrelations = 0 Number of groups = 27

Estimated coefficients = 6 Time periods = 6

Wald chi2(5) = 831.00 Prob > chi2 = 0.0000

tenure_ | Coef. Std. Err.  z P>z [95% Conf. Interval]

Specialization_1 | -.2475109 .1789027 -1.38 0.167 -.5981537 .103132

Concentration | 1.034052 .3420083 3.02 0.002 .3637285 1.704376

Leverage | -.8375006 .138607 -6.04 0.000 -1.109165 -.5658358

Roe | 1730043 .0762133 2.27 0.023 .023629 .3223795

Size | 3379054 .0864539 3.91 0.000 .1684588 .5073519

cons | 1910381 .7781121 246 0.014 .3853094 3.435453
Labal) Judas

xtgls tenure_ specialization_2 _leverage roe size, panel(hetero)
Cross-sectional time-series FGLS regression
Coefficients: generalized least squares

Panels: heteroskedastic Correlation: no autocorrelation

Estimated covariances = 27 Number of obs = 162

Estimated autocorrelations = 0 Number of groups = 27

Estimated coefficients = 5 Time periods = 6

Wald chi2(4) = 47.43 Prob > chi2 = 0.0000

tenure_ | Coef. Std. Err. 2 P>|z| [95% Conf. Interval]
+

Specialization 2| -2.560058 .5093777 -5.03 0.000 -3.55842 -1.561696

leverage | -4295554 3799713 -1.13 0.258 -1.174286  .3151747

roe | 5601708 .2865537 1.95 0.050 -.0014641 1.121806

size | 5006632 .1180567 4.24 0.000 .2692763 .7320501

cons | 1.47107 1.00817 1.46 0.145 -5049065 3.447047i

xtgls tenure_ specialization_2 concentration spec2conc _leverage roe size, panel(hetero)
Cross-sectional time-series FGLS regression

Coefficients: generalized least squares

Panels: heteroskedastic Correlation: no autocorrelation

Estimated covariances = 27 Number of obs = 162

Estimated autocorrelations = 0 Number of groups = 27

Estimated coefficients = 7 Time periods = 6

Waldchi2(6) = 60.13 Prob > chi2 = 0.0000

tenure_ | Coef. Std. Err. 2z P>z [95% Conf. Interval]

Specialization 2| .6353372 1.387793 0.46  0.647 -2.084688  3.355362
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concentration| 1.513004 .2829866 5.35 0.000 .9583602 2.067647
spec*conc | -5.686884 2.763823 -2.06 0.040 -11.10388 -.2698909
leverage | -.5739402 .350522 -1.64 0.102 -1.260951 .1130703
roe | 6910973 2546627 2.71 0.007 .1919676  1.190227
size | .31369 1205422 2,60 0.009 .0774316  .5499483
cons | 240592 9968345 241 0.016 .4521597  4.359679
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