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 This study examines the influence of audit committees, institutional 

ownership, and risk committees on the quality of audits in public 

companies. Using a quantitative approach, data were collected from 

160 professionals involved in corporate governance through a 

structured questionnaire using a Likert scale (1–5). The data were 

analyzed using Structural Equation Modeling with Partial Least 

Squares (SEM-PLS 3). The results show that all three independent 

variables—audit committee, institutional ownership, and risk 

committee—have significant and positive effects on audit quality. The 

audit committee demonstrates the strongest influence, highlighting its 

critical role in overseeing financial reporting and auditor performance. 

Institutional ownership enhances external monitoring, while the risk 

committee contributes through improved risk oversight. These 

findings underscore the importance of strong governance structures in 

ensuring high audit quality and financial transparency in public 

companies. 
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1. INTRODUCTION  

In the context of increasingly complex 

business environments and regulatory 

demands, the quality of audits has become a 

central concern for stakeholders, including 

investors, regulators, and the general public, 

as high-quality audits are essential for 

ensuring the credibility and transparency of 

financial statements—particularly for public 

companies whose disclosures significantly 

influence capital markets and investor 

confidence. Despite the existence of 

regulatory frameworks and auditing 

standards, audit failures continue to surface, 

raising critical questions about the 

effectiveness of governance mechanisms in 

safeguarding audit quality [1], [2]. Research 

highlights several interrelated factors 

influencing audit quality, including auditor 

independence and competence—where 

independence ensures objectivity and 

competence guarantees a thorough and 

effective audit process [1], [2], audit firm 

characteristics, such as tenure, size, and 

industry specialization, which shape the 

reliability of financial reporting (Darmawan, 

2023); and regulatory oversight by bodies like 

the PCAOB and SEC, which play a critical role 

in promoting audit quality by deterring fraud 
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and ensuring auditor accountability [2], [3]. 

Furthermore, effective corporate governance 

mechanisms—including strong audit 

committees and comprehensive regulatory 

frameworks—are vital for improving audit 

quality and financial reporting transparency 

[1], [2], while stakeholder trust, fostered 

through transparent disclosure practices and 

accountability, remains crucial for ensuring 

market efficiency and protecting investors [3].  

Corporate governance plays a pivotal 

role in enhancing audit quality, with key 

mechanisms such as audit committees, 

institutional ownership, and risk committees 

collectively strengthening the integrity and 

reliability of the auditing process. Audit 

committees serve as critical oversight bodies 

that facilitate communication between 

auditors and the board of directors, ensuring 

adherence to both national and international 

auditing standards, as well as engagement in 

internal and external audits, internal control, 

accounting, financial reportizng, regulatory 

compliance, and risk management [4], [5]. The 

presence of committee members with 

accounting expertise has been shown to 

significantly improve audit quality [6]. 

Institutional ownership, though not always 

statistically significant in its direct effect on 

audit quality, contributes positively by 

introducing sophisticated and vigilant 

investors who demand high governance 

standards and promote transparency and 

accountability within firms [6]. Risk 

committees, while not as extensively detailed, 

are generally responsible for overseeing 

organizational risk management, which is 

deeply interconnected with internal control 

systems and the effectiveness of the audit 

process. Their function complements that of 

audit committees by ensuring potential risks 

are identified and addressed, further 

supporting the overall robustness of 

corporate governance in safeguarding audit 

quality. 

Prior research suggests a positive 

association between governance 

components—such as audit committees, 

institutional ownership, and risk 

committees—and audit quality; however, 

findings remain inconsistent and highly 

context-dependent, particularly in emerging 

markets where governance structures and 

enforcement mechanisms differ from those in 

developed economies. Some studies highlight 

the pivotal role of audit committees in 

improving audit outcomes, especially when 

members possess postgraduate qualifications 

and engage in frequent meetings that enhance 

oversight and accountability [7], while others 

emphasize the significance of institutional 

ownership in promoting transparency and 

reliable financial reporting, though 

ownership concentration may conversely 

reduce voluntary disclosures [8]. Risk 

committees also contribute indirectly to audit 

quality by strengthening internal risk 

monitoring and comprehensive risk 

management practices, and their role becomes 

more prominent when supported by 

independent boards and transparent 

disclosure policies [2], [8]. In the context of 

emerging markets, the presence of 

independent boards, institutional ownership, 

and the use of Big Four or internal auditors is 

associated with stricter governance and 

improved audit quality, although each metric 

reflects different dimensions of governance 

efficacy [8], [9], [10]. These inconsistencies and 

contextual variances underscore the need for 

further empirical investigation to better 

understand how governance mechanisms 

interact with audit quality in diverse 

regulatory and institutional environments. 

This study aims to examine the influence of 

audit committees, institutional ownership, 

and risk committees on the quality of audits 

of public companies in Indonesia.   

 

2. LITERATURE REVIEW  

2.1 Audit Committee and Audit Quality 

Audit committees are essential in 

enhancing audit quality by reducing 

information asymmetry between managers 

and stakeholders, with key characteristics 

such as financial expertise, independence, 

meeting frequency, size, and composition 

playing vital roles. Studies show that 

committees with strong financial expertise 

improve financial reporting quality, attract 

more analyst coverage, and reduce forecast 
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dispersion [11]. Financial expertise—

particularly non-accounting expertise—also 

correlates with higher audit fees, reflecting 

greater demand for audit rigor [12]. 

Independent committees that meet frequently 

are less prone to financial restatements and 

help lower information asymmetry 

Additionally, committee size and the 

proportion of members with financial or 

accounting backgrounds are linked to better 

reporting outcomes [11], [13]. However, 

independence alone appears insufficient, 

emphasizing that expertise and meeting 

regularity are more critical. These findings 

align with agency theory, highlighting audit 

committees as key governance mechanisms 

that enhance oversight and transparency. 

2.2 Institutional Ownership and Audit 

Quality 

Institutional ownership plays a 

significant role in enhancing audit quality by 

shaping corporate governance practices 

through the influence and oversight 

capabilities of sophisticated investors who 

possess the resources and expertise to 

demand higher standards of financial 

reporting and auditing. Firms with higher 

levels of institutional ownership tend to hire 

Big Four auditors—recognized as proxies for 

high audit quality—especially when the 

ownership is held by long-term investors who 

value governance and seek to minimize 

monitoring costs [14]. Moreover, institutional 

investors often encourage the selection of 

auditors with industry-specific expertise, 

further contributing to improved audit 

outcomes [15]. The nature of institutional 

ownership also affects audit risk and audit 

fees: while long-term ownership is generally 

associated with enhanced audit quality, short-

term ownership may elevate audit risk, 

prompting auditors to charge higher fees due 

to the greater perceived uncertainty [14]. 

Conversely, increased institutional ownership 

can reduce audit risk in the eyes of auditors, 

leading to lower fees [15]. Additionally, 

institutional ownership correlates positively 

with the implementation of strong internal 

controls and transparent accounting practices, 

both of which are critical for maintaining high 

audit quality [14], [15].  

2.3 Risk Committee and Audit Quality 

The establishment of a separate risk 

committee is increasingly recognized as a best 

practice in corporate governance, particularly 

for managing complex business risks, as it 

enhances risk oversight and contributes to 

stronger internal controls and audit quality. 

Functioning as a complement to the audit 

committee, the risk committee provides an 

additional layer of governance focused on 

operational, financial, and compliance risks, 

thereby improving audit planning, execution, 

and outcomes. Empirical studies support the 

hypothesis that the existence and 

effectiveness of a stand-alone risk committee 

positively influence audit quality and firm 

performance. For example, firms with 

separate risk committees exhibit significantly 

reduced corporate risk-taking and improved 

firm value compared to those with joint audit 

and risk committees [16], while companies in 

Brazil that established risk management 

committees reported higher economic 

performance than those without such 

committees [17]. Moreover, audit committees 

increasingly require comprehensive 

information on risk exposures, driven by the 

strategic adoption of Enterprise Risk 

Management (ERM), which enhances board-

level oversight and integrates risk awareness 

into governance structures [18]. In Australia, 

firms with dedicated risk management 

committees have demonstrated better 

outcomes in financial distress probability, 

growth opportunities, and return on assets, 

further validating the governance benefits of 

this structure [19].  

2.4 Audit Quality as an Outcome of 

Governance Structures 

Audit quality is a key aspect of 

corporate governance, reflecting transparency 

and accountability in financial reporting, and 

is influenced by factors such as audit 

committees, institutional ownership, and risk 

committees. These relationships are explained 

through agency, stakeholder, and resource 

dependence theories, which stress aligning 

stakeholder interests and strengthening 

oversight. Financially literate audit 

committees and independent boards enhance 

audit quality by improving monitoring [6], 
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[20]. Institutional ownership promotes high-

quality audits and increased fees, while 

family ownership may reduce audit demand 

unless mitigated by board independence [21]. 

Additionally, the use of Big Four and internal 

auditors, along with auditor tenure, firm size, 

and industry expertise, contributes to better 

audit outcomes through improved 

independence and competence [1], [10].  

2.5 Hypothesis Development 

Based on the reviewed literature, the 

following hypotheses are proposed. 

 
Figure 1. Conceptual Framework 

 

3. METHODS  

3.1 Research Design 

The research employs a causal-

comparative (explanatory) design, which is 

appropriate for analyzing the influence of 

independent variables—namely the audit 

committee, institutional ownership, and risk 

committee—on the dependent variable, audit 

quality. This design facilitates hypothesis 

testing grounded in theoretical frameworks 

and prior empirical findings, allowing for a 

systematic evaluation of the relationships 

among governance mechanisms and audit 

outcomes. 

The study targets individuals 

engaged in corporate governance and 

financial oversight within public companies 

in Indonesia, including audit and risk 

committee members, internal and external 

auditors, financial managers, and board 

members. Using purposive sampling, 

respondents with relevant expertise were 

selected, resulting in 160 valid responses. This 

sample size satisfies the requirements for 

Structural Equation Modeling-Partial Least 

Squares (SEM-PLS), particularly for models 

with multiple constructs and indicators. 

 

3.2 Data Collection 

Data were collected through a 

structured questionnaire distributed both 

electronically and in printed form. The 

questionnaire items were adapted from 

validated instruments used in previous 

research to ensure their validity and 

reliability. A Likert scale ranging from 1 

(Strongly Disagree) to 5 (Strongly Agree) was 

used to capture respondents’ perceptions 

regarding the effectiveness and existence of 

governance mechanisms as well as the quality 

of audits. The questionnaire comprised four 

key sections: Audit Committee (e.g., 

independence, financial expertise, meeting 

frequency), Institutional Ownership (e.g., 

proportion of institutional shareholders, their 

monitoring role), Risk Committee (e.g., 

existence, competence, risk oversight), and 

Audit Quality (e.g., auditor independence, 

reliability, compliance with auditing 

standards). 

Prior to full-scale analysis, the 

research instrument underwent testing to 

ensure construct validity and reliability. 

Convergent validity was confirmed through 

loading factors exceeding 0.70, while 

discriminant validity was assessed using the 

Fornell-Larcker criterion. Reliability was 

evaluated using Composite Reliability (CR > 

0.70) and Cronbach’s Alpha (α > 0.70), 

confirming internal consistency across all 

constructs. These validation steps ensured 

that each variable accurately reflected its 
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theoretical concept and provided a robust 

foundation for subsequent analysis. 

3.3 Data Analysis Technique 

To test the research model and 

hypotheses, this study utilized Structural 

Equation Modeling with Partial Least Squares 

(SEM-PLS) using SmartPLS 3 software, an 

approach well-suited for analyzing complex 

models and small to medium sample sizes 

while allowing simultaneous evaluation of 

both measurement models (outer models) and 

structural models (inner models). The data 

analysis process involved several key steps: 

(1) descriptive statistics to summarize 

respondent characteristics and responses to 

indicators; (2) outer model evaluation to 

assess indicator reliability, convergent 

validity, and discriminant validity; (3) inner 

model evaluation to analyze path coefficients, 

R-square values, and effect sizes; and (4) 

hypothesis testing through a bootstrapping 

procedure to determine the significance of 

relationships, based on the criteria of t-

statistics > 1.96 and p-values < 0.05 for 

significance at the 5% level. 

 

4. RESULTS AND DISCUSSION  

4.1 Demographic Profile of Respondents 

This section presents the 

demographic characteristics of the 160 

respondents who participated in the study. 

The sample was selected using purposive 

sampling to ensure that participants had 

relevant expertise in corporate governance, 

auditing, and financial oversight within 

public companies in Indonesia. 

Table 1. Demographic Sample 

Demographic 

Variable 
Category Frequency Percentage (%) 

Gender Male 100 62.5% 

 Female 60 37.5% 

Age 25–34 years 40 25.0% 

 35–44 years 65 40.6% 

 45–54 years 40 25.0% 

 > 55 years 15 9.4% 

Education Level Bachelor’s Degree (S1) 95 59.4% 

 Master’s Degree (S2) 55 34.4% 

 Doctorate (S3) 10 6.2% 

Years of Experience Less than 5 years 25 15.6% 

 5–10 years 60 37.5% 

 11–15 years 45 28.1% 

 More than 15 years 30 18.8% 

Job Position 
Audit Committee 

Member 
55 34.4% 

 
Risk Committee 

Member 
30 18.8% 

 
Internal/External 

Auditor 
40 25.0% 

 
Financial 

Manager/Director 
35 21.8% 

The respondent profile reveals 

several key insights: the majority are male 

(62.5%) and fall within the 35–44 age group 

(40.6%), indicating a predominance of mid-

career professionals. Most participants hold at 

least a bachelor’s degree (59.4%), with a 

substantial portion also having earned a 

master’s degree (34.4%). Additionally, a 

significant majority (66.3%) have more than 

five years of professional experience in 

auditing, finance, or governance-related roles. 

In terms of job function, audit committee 
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members represent the largest group (34.4%), 

followed by auditors (25.0%) and financial 

executives (21.8%). 

4.2 Measurement Model Evaluation 

The evaluation of the measurement 

model (outer model) in Partial Least Squares 

Structural Equation Modeling (PLS-SEM) is 

crucial for ensuring that the constructs are 

measured reliably and validly. The 

assessment includes analysis of indicator 

loadings, construct reliability, and validity 

through Composite Reliability (CR), 

Cronbach’s Alpha (CA), and Average 

Variance Extracted (AVE). 

Table 2. Measurement Model 

Variable Code 
Loading 

Factor 
CA CR AVE 

Audit Committee 

AC.1 0.838 

0.896 0.924 0.712 

AC.2 0.917 

AC.3 0.905 

AC.4 0.862 

AC.5 0.675 

Institutional Ownership 

IO.1 0.883 

0.855 0.902 0.697 
IO.2 0.879 

IO.3 0.803 

IO.4 0.768 

Risk Committee 
RC.1 0.929 

0.829 0.921 0.854 
RC.2 0.919 

Audit Quality 

AQ.1 0.756    

AQ.2 0.727    

AQ.3 0.853 0.845 0.891 0.623 

AQ.4 0.874    

AQ.5 0.812    

All indicator loadings in the 

measurement model exceed the 

recommended threshold of 0.70, except for 

AC.5 (0.675), which, while slightly below, 

remains acceptable in exploratory research as 

it does not compromise the overall construct 

reliability. The high loading factors across 

most indicators confirm that they effectively 

represent their respective latent variables. 

Additionally, all constructs demonstrate 

strong internal consistency, with Cronbach’s 

Alpha (CA) and Composite Reliability (CR) 

values exceeding the 0.70 benchmark. The 

Average Variance Extracted (AVE) values for 

all constructs also surpass the minimum 

requirement of 0.50, indicating that each 

construct explains more than half of the 

variance in its indicators, thereby confirming 

convergent validity. 

Discriminant validity assesses the 

extent to which a construct is truly distinct 

from other constructs, both conceptually and 

statistically. In this study, discriminant 

validity was evaluated using the Fornell-

Larcker criterion, which compares the square 

root of the Average Variance Extracted (AVE) 

of each construct with the correlations 

between that construct and other constructs in 

the model. 

Table 3. Discriminant Validity  
Audit 

Committee 

Audit 

Quality  

Institutional 

Ownership 

Risk 

Committee  

Audit Committee 0.844 
   

Audit Quality  0.735 0.859 
  

Institutional 

Ownership 

0.759 0.860 0.865 
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Risk Committee  0.644 0.753 0.677 0.874 

  

The interpretation of the Fornell-

Larcker criterion confirms discriminant 

validity, as indicated by the bolded diagonal 

values representing the square roots of the 

AVE for each construct. Each diagonal value 

is higher than the corresponding correlations 

in the same row and column, meaning that 

each construct shares more variance with its 

own indicators than with other constructs. For 

instance, the square root of the AVE for the 

Audit Committee is 0.844, which exceeds its 

correlations with Audit Quality (0.735), 

Institutional Ownership (0.759), and Risk 

Committee (0.644). Similarly, all other 

constructs—Audit Quality, Institutional 

Ownership, and Risk Committee—also meet 

this criterion, reinforcing the distinctiveness 

of each construct in the model. 

 
Figure 2. PLS Algorithm 

4.3 Model Fit Evaluation 

Evaluating the model fit in Partial 

Least Squares Structural Equation Modeling 

(PLS-SEM) is essential to determine whether 

the model adequately explains the observed 

data, even though PLS-SEM is primarily 

prediction-oriented and does not rely heavily 

on global fit indices like covariance-based 

SEM. Several key fit measures were used in 

this study. First, the Standardized Root Mean 

Square Residual (SRMR), which measures the 

difference between observed and predicted 

correlations, yielded a value of 0.062—well 

below the acceptable threshold of 0.08—

indicating a good model fit. Second, the 

Normed Fit Index (NFI), which compares the 

Chi-square value of the proposed model to a 

null model, produced a result of 0.911, 

exceeding the 0.90 benchmark and suggesting 

a strong level of model fit. Lastly, SmartPLS 

reported low values for the d_ULS (0.983) and 

d_G (0.725) metrics, which represent 

discrepancies between the empirical and 

model-implied correlation matrices; while no 

strict thresholds exist, lower values generally 

support a better fit, confirming that the model 

effectively captures the observed data 

structure. 

The R-Square (R²) value for the main 

endogenous variable, Audit Quality, is 0.692, 

indicating that 69.2% of the variance in audit 

quality is explained by the combined 

influence of the audit committee, institutional 

ownership, and risk committee. According to 

Chin’s (1998) criteria, where an R² value 

greater than 0.67 is considered substantial, 

this result demonstrates that the model 

possesses strong explanatory power in 

capturing the determinants of audit quality. 

4.4 Hypothesis Testing 

This section presents the results of 

hypothesis testing using Structural Equation 

Modeling with Partial Least Squares (SEM-

PLS) via SmartPLS 3. Hypotheses were tested 

by evaluating the path coefficients, t-statistics, 

and p-values using the bootstrapping method 
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with 5000 subsamples. A path is considered 

statistically significant if the t-statistic > 1.96 

and the p-value < 0.05. 

Table 4. Hypothesis Testing  
Original 

Sample (O) 

Sample 

Mean (M) 

Standard 

Deviation 

(STDEV) 

T Statistics 

(|O/STDEV|) 

P 

Valu

es 

Audit Committee -> 

Audit Quality  

0.613 0.612 0.042 14.652 0.000 

Institutional Ownership 

-> Audit Quality  

0.281 0.283 0.047 5.983 0.000 

Risk Committee -> 

Audit Quality  

0.168 0.167 0.034 4.931 0.000 

 

The hypothesis testing results show 

that all three governance mechanisms have a 

significant positive impact on audit quality. 

H1 (Audit Committee → Audit Quality) 

demonstrates a strong effect with a path 

coefficient of 0.613, a t-statistic of 14.652, and 

a p-value of 0.000, indicating that well-

functioning audit committees play a crucial 

role in enhancing audit quality in public 

companies. H2 (Institutional Ownership → 

Audit Quality) yields a moderate but 

significant effect, with a path coefficient of 

0.281 and a t-statistic of 5.983, suggesting that 

institutional investors improve governance 

oversight and thereby contribute to better 

audit outcomes. H3 (Risk Committee → Audit 

Quality) also shows a statistically significant 

influence, albeit smaller, with a path 

coefficient of 0.168 and a t-statistic of 4.931, 

highlighting the value of risk committees in 

strengthening audit quality through 

enhanced risk governance. 

4.5 Discussion 

Audit Committee and Audit Quality 

The study finds that the audit 

committee exerts the strongest influence on 

audit quality, supporting agency theory, 

which views audit committees as agents of 

shareholders responsible for monitoring and 

controlling managerial behavior. An effective 

audit committee—marked by independence, 

financial expertise, and consistent 

engagement—plays a critical role in 

enhancing the credibility of financial 

statements and ensuring auditor diligence. 

These findings are consistent with prior 

research emphasizing the audit committee’s 

vital role in mitigating audit risk and 

improving the reliability of financial 

reporting. Public companies are therefore 

encouraged to ensure that their audit 

committee members possess adequate 

financial literacy and hold frequent meetings 

to sustain effective oversight of audit 

processes and internal controls. 

Several key characteristics enhance 

the effectiveness of audit committees. 

Financial expertise is particularly important, 

as it equips committee members to 

comprehend complex financial data and 

monitor risk disclosures accurately [22]. 

Research suggests that the presence of at least 

three financial experts on an audit committee 

can significantly lower the risk of financial 

misconduct [23]. Meeting frequency is 

another vital factor; regular meetings allow 

members to remain updated on audit 

developments and strengthen internal 

controls, thereby reducing audit risk [24]. 

Independence is equally essential, as audit 

committees composed of outside directors are 

more likely to provide impartial oversight 

[24]. Regulatory frameworks like the 

Sarbanes-Oxley Act have expanded the 

responsibilities of audit committees, 

underscoring their role in ensuring high-

quality financial reporting [18], while 

evolving standards such as IFRS also require 

audit committees to stay adaptive and 

informed [25].  
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Institutional Ownership and Audit Quality 

The study also confirms that 

institutional ownership has a significant and 

positive impact on audit quality, aligning 

with stakeholder theory, which views 

institutional investors as external monitors 

who pressure companies to adopt transparent 

accounting practices and engage reputable 

auditors. This finding reinforces previous 

research indicating that an increase in 

institutional ownership enhances audit 

committee effectiveness and increases the 

likelihood of appointing auditors with 

industry expertise, resulting in fewer 

accounting restatements and reduced 

material internal control weaknesses—clear 

indicators of improved audit quality [15]. 

Moreover, institutional investors can 

influence audit quality by dissenting during 

auditor reappointment votes, encouraging 

greater independence and lower non-audit 

service fees [26].  

Further evidence suggests that 

companies with higher levels of institutional 

ownership tend to invest more in internal 

audit functions (IAF), providing these 

investors with mechanisms to monitor 

managerial behavior more effectively and 

improve governance outcomes [27]. 

Additionally, in certain markets such as 

China, institutional investor cliques play a 

vital role in reducing information asymmetry, 

further contributing to audit quality 

improvements [28]. The structure and 

concentration of ownership also matter—

when institutional investors dominate, firms 

are more likely to engage in high-quality 

audits to satisfy their demand for reliable 

financial reporting [29]. These findings 

support the conclusion that institutional 

shareholders function as a market-based 

governance mechanism, promoting 

accountability and reinforcing internal 

controls, which ultimately strengthens the 

integrity of the audit process. 

Risk Committee and Audit Quality 

Although the risk committee has the 

smallest path coefficient among the three 

predictors, it remains statistically significant, 

underscoring its meaningful role in 

supporting audit quality. This finding aligns 

with resource dependence theory, which 

posits that specialized committees like the risk 

committee enhance an organization’s 

governance capacity by providing critical 

expertise and oversight. The establishment of 

a dedicated risk committee reflects a 

company’s proactive approach to identifying 

and managing financial, operational, and 

compliance risks. By facilitating effective risk 

oversight, these committees ensure that 

auditors have access to accurate and reliable 

risk assessments, which in turn improves 

audit focus and quality. 

This is consistent with the COSO 

ERM framework and supported by studies 

such as those by [18], which highlight the role 

of risk committees in enabling comprehensive 

risk oversight and informing strategic 

planning through a top-down view of 

organizational risk. Effective risk governance 

structures help auditors plan audits more 

accurately and reduce the likelihood of 

undetected issues [30]. The COSO framework 

enhances the reliability of internal controls 

and financial disclosures, both of which are 

critical for audit assurance [31], [32]. 

However, challenges remain, including the 

lack of standardized risk assessment 

methodologies and the need to keep pace with 

evolving business risks [30]. To address these 

issues, companies must embed risk 

management into their strategic planning 

processes, thereby ensuring that audit 

practices remain effective and responsive to 

emerging threats [33].  

Practical Implications 

The overall R² value of 0.692 indicates 

that audit committee effectiveness, 

institutional ownership, and the presence of a 

risk committee collectively explain 

approximately 69.2% of the variance in audit 

quality, which is considered substantial. This 

underscores the interdependent role of 

internal and external governance mechanisms 

in enhancing the transparency and 

accountability of corporate financial 

reporting. The strong explanatory power of 

the model affirms the theoretical foundations 

drawn from agency theory, stakeholder 

theory, and resource dependence theory, 

emphasizing the need for integrated 
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governance practices to ensure high audit 

quality. 

From a practical perspective, the 

findings highlight several actionable insights. 

Public companies should prioritize the 

independence, financial expertise, and 

regular engagement of audit committees to 

maintain rigorous audit oversight. 

Institutional investors should be encouraged 

to take active ownership roles, as their 

presence enhances audit reliability and 

governance discipline. Furthermore, 

establishing a dedicated risk committee 

should be adopted as a governance best 

practice, especially in complex or highly 

regulated sectors. For regulators and 

policymakers, these results support the 

formulation of more stringent governance 

codes that mandate the formation of audit and 

risk committees and require transparent 

disclosure of institutional ownership, thereby 

reinforcing public trust and investor 

confidence. 

 

 

5. CONCLUSION 

The findings of this study provide 

clear empirical evidence that audit 

committees, institutional ownership, and risk 

committees significantly and positively 

influence the quality of audits in public 

companies. Among these, the audit 

committee plays the most dominant role in 

strengthening audit oversight and enhancing 

financial report credibility. Institutional 

ownership functions as an effective external 

governance mechanism by demanding higher 

levels of transparency and accountability, 

while the risk committee adds value by 

improving internal control and risk 

assessment processes. Collectively, these 

governance mechanisms account for a 

substantial portion of the variation in audit 

quality, confirming their strategic importance. 

Therefore, public companies and regulators 

should prioritize the establishment and 

continuous development of these governance 

bodies to promote audit effectiveness, 

investor protection, and long-term corporate 

sustainability.

 
REFERENCES 

[1] A. Darmawan, “Audit quality and its impact on financial reporting transparency,” Golden Ratio Audit. Res., vol. 3, no. 1, 

pp. 32–45, 2023. 

[2] G. Amalia, “Enhancing Corporate Governance Through Rigorous and Insightful Auditing Processes,” Adv. Manag. 

Audit. Res., vol. 2, no. 1, pp. 1–14, 2024. 

[3] D. Surya, E. Pratiwi, G. Wijaya, H. Permadi, and I. Suryani, “Audit quality and its influence on stakeholder trust: A 

qualitative analysis,” Golden ratio Audit. Res., vol. 1, no. 1, pp. 34–44, 2021. 

[4] M. I. Khan, A. Iqbal, and S. M. Salman, “Significance of Audit Committees in Corporate Governance,” in Handbook of 

Research on the Significance of Forensic Accounting Techniques in Corporate Governance, IGI Global Scientific Publishing, 

2022, pp. 258–275. 

[5] A. M. Al-Baidhani, “The role of audit committee in corporate governance: descriptive study,” SSRN Electron. J., vol. 5, 

no. 11, pp. 250–260, 2014. 

[6] W. NURHALIZA, “THE INFLUENCE OF GENDER DIVERSITY OF COMMISSIONERS AND AUDIT COMMITTEES, 

AND AUDIT FEES ON AUDIT QUALITY (AN EMPIRICAL STUDY OF PROPERTY AND REAL ESTATE 

COMPANIES LISTED ON THE IDX IN 2019-2022)”. 

[7] F. M. Yasin, “Audit Committee Effectiveness and Internal Audit: An Empirical Investigation with Audit Quality,” 2012, 

Kulliyyah of Economics and Management Sciences, International Islamic …. 

[8] H. Setyawan, N. B. Zakaria, and Y. J. Ason, “Conceptualizing the Risk Disclosure Relationship to Ownership Structure 

and Board Characteristics with Competitive Position and Audit Quality as Interaction Effects,” Int. J. Res. Innov. Soc. 

Sci., vol. 8, no. 12, pp. 445–454, 2024. 

[9] D. Kalia, D. Basu, and S. Kundu, “Board characteristics and demand for audit quality: a meta-analysis,” Asian Rev. 

Account., vol. 31, no. 1, pp. 153–175, 2023. 

[10] L. A. Beisland, R. Mersland, and R. Ø. Strøm, “Audit quality and corporate governance: Evidence from the microfinance 

industry,” Int. J. Audit., vol. 19, no. 3, pp. 218–237, 2015. 

[11] D. El Mahdy, J. Hao, and Y. Cong, “Audit committee financial expertise and information asymmetry,” J. Financ. Report. 

Account., vol. 22, no. 5, pp. 1119–1151, 2024. 

[12] Y. Kusnadi, K. S. Leong, T. Suwardy, and J. Wang, “Audit committees and financial reporting quality in Singapore,” J. 

Bus. ethics, vol. 139, no. 1, pp. 197–214, 2016. 

[13] T. Yamin and T. Aryati, “Effectiveness of Audit Committee Features to Asymmetric Information with Audit Quality as 

Moderating,” Eur. J. Manag. Issues, vol. 32, no. 2, pp. 86–99, 2024. 



West Science Accounting and Finance                                                                                                 226

   

Vol. 3, No. 02, July 2025: pp. 216-226 

[14] S. Han, T. Kang, and L. Rees, “The association between institutional ownership and audit properties,” Asia-Pacific J. 

Account. Econ., vol. 20, no. 2, pp. 199–222, 2013. 

[15] T. Chen, H. Dong, and C. Lin, “Institutional ownership and audit quality: evidence from Russell index reconstitutions,” 

Available SSRN 2849685, 2017. 

[16] M. B. U. Bhuiyan, M. A. Cheema, and Y. Man, “Risk committee, corporate risk-taking and firm value,” Manag. Financ., 

vol. 47, no. 3, pp. 285–309, 2021. 

[17] L. Degenhart, M. Leite, A. da Silva, M. Zanievicz, and F. C. Fernandes, “Relação entre presença de comitê de gestão de 

risco e desempenho econômico em empresas brasileiras,” Rev. Port. e Bras. Gestão, vol. 16, no. 1, pp. 4–21, 2017. 

[18] M. S. Beasley, B. C. Branson, and B. V Hancock, “Rising expectations,” J. Account., vol. 205, no. 4, p. 44, 2008. 

[19] J. Jia and M. E. Bradbury, “Risk management committees and firm performance,” Aust. J. Manag., vol. 46, no. 3, pp. 369–

388, 2021. 

[20] E. A. Adewole and J. S. Kahinde, “A Comparative Analysis of Corporate Governance Attributes and Audit Quality,” 

Int. J. Res. Innov. Soc. Sci., vol. 7, no. 10, pp. 909–918, 2023. 

[21] M. Guizani and G. Abdalkrim, “Ownership structure and audit quality: the mediating effect of board independence,” 

Corp. Gov. Int. J. Bus. Soc., vol. 21, no. 5, pp. 754–774, 2021. 

[22] M. Almunawwaroh and D. Setiawan, “Does audit committee characteristics a driver in risk disclosure?,” Cogent Bus. 

Manag., vol. 10, no. 1, p. 2167551, 2023. 

[23] M. Gorshunov, “The surprising role of audit committee financial experts and the need for more of them to combat 

financial corruption,” Manag. Financ., vol. 50, no. 4, pp. 718–733, 2024. 

[24] Y. Hansye, “The Audit Committee: A Gatekeeper for Effective Corporate Governance,” Available SSRN 2179389, 2012. 

[25] J. Thapa, “Role and Function of the Public Company Audit Committee,” Available SSRN 2076338, 2012. 

[26] S. Purohit and N. Desai, “Voting on auditor ratification by shareholder type: impact of institutional shareholder dissent 

on NAS fees and audit quality,” J. Accounting, Audit. Financ., vol. 40, no. 1, pp. 49–75, 2025. 

[27] A. A. Al-Qadasi, “The power of institutional investors: empirical evidence on their role in investment in internal audit 

function,” Manag. Audit. J., vol. 39, no. 2, pp. 166–190, 2024. 

[28] Z. Huijuan, “Institutional investor clique and audit quality from the perspective of social network-evidence from 

China,” Appl. Econ. Lett., vol. 31, no. 19, pp. 1954–1958, 2024. 

[29] F. Kheirollah, I. Behshour, and M. Azad, “Investigating the effect of corporate governance mechanisms (company 

ownership structure) on audit quality,” Indian J. Sci. Resour., vol. 4, no. 3, pp. 465–469, 2014. 

[30] J. Susilo, “A Critical Analysis of Risk Auditing: An Auditor’s Approach,” Golden Ratio Audit. Res., vol. 3, no. 2, pp. 94–

106, 2023. 

[31] K. Prewett and A. Terry, “COSO’s updated enterprise risk management framework—A quest for depth and clarity,” J. 

Corp. Account. Financ., vol. 29, no. 3, pp. 16–23, 2018. 

[32] S. Jhunjhunwala, “Internal control, financial oversight and risk management: The winning board: Assurance and 

reliability with big profits,” in Corporate governance: Creating value for stakeholders, Springer, 2023, pp. 73–99. 

[33] B. K. Lyon and B. Hollcroft, “Risk assessments,” Prof. Saf., vol. 57, no. 12, pp. 28–34, 2012. 

 


