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Abstract

This study aimed to examine the impact of external auditor tenure on the quality of
financial reporting in the Libyan environment, from the perspectives of external
auditors and users of financial reports in industrial companies. The study focused on
the qualitative characteristics of financial reporting quality, namely relevance,
reliability, comparability, and consistency, and also tested whether there are
statistically significant differences in perceptions between external auditors and the
companies under study regarding this impact.

To achieve the study objectives, both the descriptive and analytical approaches were
adopted due to their suitability for the nature of the research. A field survey
questionnaire was used as the main data collection instrument. The study sample
comprised external auditors working in private audit firms in the western region of
Libya, as well as financial managers and accountants in selected industrial companies.
The collected data were analyzed using a range of statistical techniques, including
descriptive statistics, correlation analysis, simple and multiple linear regression
analysis, and the independent samples #-test to examine differences between mean
responses, with the aid of the SPSS statistical software package.

The results of the study revealed that the length of external auditor tenure has a real
and statistically significant effect on achieving the qualitative characteristics of
financial reporting quality (relevance, reliability, comparability, and consistency). The
strength of this effect was found to be “moderate” across all dimensions. This
indicates that continuity in the auditor—client relationship yields tangible benefits,
such as enhanced assurance, reduced uncertainty, and improved consistency;
however, it is not sufficient on its own to elevate financial reporting quality to the
highest level, due to potential risks associated with prolonged tenure, including
professional familiarity, rigidity, and a diminished responsiveness to changes in
auditing standards and the operating environment.

Furthermore, the findings indicated the existence of statistically significant
differences attributable to the job position variable, in favor of employees working in
audit firms compared to those working in private industrial companies. This reflects
that a specialized professional environment is associated with a higher level of
awareness of financial reporting quality requirements and more focused supervisory
practices aimed at qualitative characteristics. Accordingly, the study concludes that
achieving an optimal level of financial reporting quality requires regulatory policies
that govern auditor tenure in a manner that balances the benefits of continuity with the
need for renewal and the preservation of auditor independence. Such policies may
include auditor rotation, joint audits, strengthening internal control systems, and
continuous professional monitoring.

Based on these findings, the study recommends regulating external auditor tenure
through the establishment of a legal or regulatory framework that specifies mandatory
time limits for auditor rotation, in order to safeguard professional independence and
enhance the quality of financial reporting. In addition, it emphasizes the importance of
reinforcing supervisory and control mechanisms to ensure auditors’ compliance with
professional standards, particularly when the auditor’s engagement with the same
client extends over long periods. The study also calls for updating financial legislation
governing the appointment of external auditors in line with international standards and
best practices, thereby contributing to improving the quality of financial reports and
increasing their credibility among users
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dut i ¥ il | (4) Gt

salall Ja 3l
Cumulative
Frequency | Percent | Valid Percent Percent
oy 582 20 10.1 10.1 10.1
el 40 20.2 20.2 30.3
PP 60 30.3 30.3 60.6
o
pska 55 27.8 27.8 88.4
Se
pska 23 11.6 11.6 100.0
L sia
Total 198 100.0 100.0
Uanadil)
Cumulative
Frequency | Percent | Valid Percent Percent
Valig = 80 40.4 40.4 40.4
o g 60 30.3 30.3 70.7
i jlas
Laid) 20 10.1 10.1 80.8
O 15 7.6 7.6 88.4
B 23 11.6 11.6 100.0
Jlee
Total 198 100.0 100.0
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Gl Sl

Cumulative
Frequency | Percent | Valid Percent Percent
Valid  <ls il 118 59.6 59.6 59.6
ol 80 40.4 404 100.0
Total 198 100.0 100.0
3l &l g
Cumulative
Frequency | Percent | Valid Percent Percent
valid  Jd 3 15 7.6 7.6 7.6
Ji 5 55 27.8 27.8 35.4
g1 60 30.3 30.3 65.7
i 15 68 343 343 100.0
Total 198 100.0 100.0
A duals
2\:134.\3!\ 8all qu:\_} ujs @J&\ c;\)dh LlaaYy) 58 ac b
Aliioad) il Llaall ilogleall ariicud
Cumulative
Frequency | Percent | Valid Percent Percent
A 50 e 78 39.4 394 394
L 100 50.5 50.5 89.9
34 54 20 10.1 10.1 100.0
Total 198 100.0 100.0
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oady Lar oSU Ay 50L) o caylal) aabually LloaY) 558 sels

Asladd) Claglaall ediied )l il

Cumulative
Frequency | Percent |Valid Percent| Percent
3l se e 18 9.1 9.1 9.1
Loaa 60 30.3 30.3 39.4
G e 120 60.6 60.6 100.0
Total 198 100.0 100.0

Cumulative
Frequency | Percent | Valid Percent Percent
18 9.1 9.1 9.1
e
3 4
Las J 130 65.7 65.7 74.7
) 9 50 25.3 25.3 100.0
198 100.0 100.0
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calial) uﬁﬂ\@‘\.ﬂu\ BYp il ‘).\5)3‘53:;@‘)1.;3\ @‘ﬂbk&h\ﬂa‘)ﬁsmu

DA assid
Cumulative
Frequency | Percent | Valid Percent Percent
Valid e 18 9.1 9.1 9.1
38 5
Lo 120 60.6 60.6 69.7
e 60 30.3 30.3 100.0
38 5
Total 198 100.0 100.0

ALy el b oSl e ciYLa) (aiad e s AN galjall BlESY) 6 5 selu

Cumulative
Frequency | Percent | Valid Percent Percent
Valid )As 18 9.1 9.1 9.1

G 5a
Las 100 50.5 50.5 59.6

Gl 5a 80 40.4 40.4 100.0

Total 198 100.0 100.0

A8 i gall dnals

lnall G g A Sla) Grad ) alge 2 laia e el ally Laliia Y1 5 58 2ol
ST dgpalae Gl slaa L) ) g3 @A e Lale Cajladiall dyigall cildlaiall

48 i 5a
Cumulative
Frequency | Percent | Valid Percent Percent
Valig s 18 9.1 9.1 9.1
Las A 120 60.6 60.6 69.7
G4l 54 60 30.3 30.3 100.0
Total 198 100.0 100.0
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ialag Able Bypem o) Glagledl Gaje e sl gabally Lalia) 55

Cumulative
Frequency | Percent | Valid Percent Percent
Valid e 18 9.1 9.1 9.1
38 9
Lo 110 55.6 55.6 64.6
38 9 70 354 354 100.0
Total 198 100.0 100.0

Seadll ade 5 dabally

ra.u.\.\:\_\n.a ﬁjw J\M\‘_Ar_ @J\A.“ e\ﬂbklﬂh‘}” E):\é e L
Fad ) B 3RS Gy Laa

Cumulative
Frequency | Percent | Valid Percent Percent
Valid )As 20 10.1 10.1 10.1
i) 5
Leas 100 50.5 50.5 60.6
8 5o 78 39.4 39.4 100.0
Total 198 100.0 100.0

Glaslaall daia e ol e 3 3ah ) e s JAD aal jall Llaa Yl 3 8 e lud

daladll
Cumulative
Frequency | Percent | Valid Percent Percent
Valid xe 18 9.1 9.1 9.1
Gl 5e
Lo 140 70.7 70.7 79.8
8 50 40 20.2 20.2 100.0
Total 198 100.0 100.0

148




2 8 g g A8 ) dnm i b oA g pally BESY) 5 5 ae L

FRA
Cumulative
Frequency | Percent | Valid Percent Percent

Valid e 8 4.0 4.0 4.0

38 5

Lo 120 60.6 60.6 64.6
38 9 70 35.4 354 100.0
Total 198 100.0 100.0

4 lal Ll duals

Fpdaall L) Guli 8 CESERY) ol e A aalsalls BlEsY) 5 i aelu
Rl ) e Al 5 J3a

Cumulative
Frequency | Percent | Valid Percent Percent
Valid B 30 15.2 15.2 15.2
38 5
L A 100 50.5 50.5 65.7
i) 5 68 34.3 34.3 100.0
Total 198 100.0 100.0

Al 5 Al Gl an®i o Grediiall Al aa) pally LliiaY) 5 58 acld

W Lali
Cumulative
Frequency | Percent | Valid Percent Percent
Valid xRe 28 14.1 14.1 14.1
38 5
Las A 120 60.6 60.6 74.7
Gl 5e 50 25.3 25.3 100.0
Total 198 100.0 100.0
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e oS e oii_liall AL Alle il L5 o a8l aal el Blia) 5 el

Cumulative
Frequency | Percent | Valid Percent Percent
Valid e 28 14.1 14.1 14.1
38 5
Lo 130 65.7 65.7 79.8
38 9 40 20.2 20.2 100.0
Total 198 100.0 100.0

3 il sbaall 2S e ALl il Jsadi e a S gl jally Jaliia¥) 5 58 aelus

il Aiaal)
Cumulative
Frequency | Percent | Valid Percent Percent
Valid xRe 18 9.1 9.1 9.1
i) 5
Leas 110 55.6 55.6 64.6
8 5o 70 35.4 35.4 100.0
Total 198 100.0 100.0

IS 0 5 (b el s Sis G ol (o A1) el palls liaY) 5 el

L aa L iy ans
Cumulative
Frequency | Percent | Valid Percent Percent
Valid B 8 4.0 4.0 4.0
Gl 5e
Leas 120 60.6 60.6 64.6
8 5o 70 35.4 35.4 100.0
Total 198 100.0 100.0
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Gl duald

Gkl s il alasiv) b il ae s e s JAD aal jall BlESY) 6 5 selu

Lpalaall
Cumulative
Frequency | Percent | Valid Percent Percent
Valid > 18 9.1 9.1 9.1
i) 5
Leas 110 55.6 55.6 64.6
38 9 70 35.4 354 100.0
Total 198 100.0 100.0

d)‘L‘M qubécu‘}” ‘)g)aﬁés @J\Aﬂ CA\)AHJL\&:\;‘}“ 3)35 el
Al 50l dandl) ciluland

Cumulative
Frequency | Percent | Valid Percent Percent
Valid > 28 14.1 14.1 14.1
38 5
Las 130 65.7 65.7 79.8
38 5e 40 20.2 20.2 100.0
Total 198 100.0 100.0

58 (po ALl gl 3 83l cilasheal) DR GLES) e a)lall aabyalls LalinY) 558 selis

Agpaladl) by Bhall 0 die (588

Cumulative
Frequency | Percent | Valid Percent Percent
Valid 18 9.1 9.1 9.1
il 5
Leas 120 60.6 60.6 69.7
38 9 60 30.3 30.3 100.0
Total 198 100.0 100.0
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Al 3kl g bl A Sl 3 58 e s jAl) aal jell aléia¥) 6y selud
Aplaal) Sl glaall 83 g aulaat il

Cumulative
Frequency | Percent | Valid Percent Percent
Valid > 18 9.1 9.1 9.1
38 5
Lo 130 65.7 65.7 74.7
38 9 50 25.3 25.3 100.0
Total 198 100.0 100.0

(sl s bl Gaalai & GLaY) i e s Al gl ally JaliiaY) 5 i seld

Apadaall
Cumulative
Frequency | Percent | Valid Percent Percent
Valid > 18 9.1 9.1 9.1
34l 5e
L 140 70.7 70.7 79.8
B9 9 40 20.2 20.2 100.0
Total 198 100.0 100.0
One-Sample Statistics
N Mean | Std. Deviation [Std. Error Mean|
x1 198 2.7071 .64126 .04557
y2 198 16.1919 2.61459 .18581
y3 198 15.9394 2.57208 .18279
v4 198 48.0404 6.70770 47670
One-Sample Test
Test Value=0
95% Confidence Interval of the
Mean Difference
t df Sig. (2-tailed) Difference Lower Upper
x1 59.401 197 .000 2.70707 2.6172 2.7969
y2 87.142 197 .000 16.19192 15.8255 16.5584
y3 87.201 197 .000 15.93939 15.5789 16.2999
y4 100.778 197 .000 48.04040 47.1003 48.9805
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