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This study develops a framework to reconceptualize audit quality as a multi-

dimensional mechanism for value addition. Taking support from the 

stakeholder concept, the paper proposes that audit quality leads to value 
addition for businesses through an intervening role of sustainable business 

practices and intervention of technology. Additionally, the presented 
framework acknowledges the role of institutional factors in shaping the 

relationship between audit quality, sustainability, technology, and value 

addition. The study contributes to literature by providing an integrated 
approach to consider the business case for the audit profession in light of 

evolving stakeholder expectations and modern disruptions. The framework 
presented also highlights potential testable avenues for scholars for empirical 

examinations. As such, by connecting various research streams, the current 

study attempts to provide a holistic understanding of audit quality in modern 
business era.   
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Introduction  

Audit and assurance are central concepts in modern business ecosystem that aim at information 

symmetry to help with effective economic decision-making by stakeholders. To elaborate, financial 

audit can be seen as providing independent opinion on presented financial information (PwC, 2023), 
the aim of this exercise is to assess if there are material misstatements, either intentional or 

unintentional, in the presented information (which may impair the decision-usefulness of the 
information for the users). Therefore, audit reports help promote trust and transparency in the 

economy, ensuring that the information provided to the users by businesses is true and fair (Siddiqui 
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and Raheman, 2026a). Traditionally, audit was rooted in the agency concept (Jensen and Meckling, 

1976) and seen purely from the investors’ lens, aiming at their wealth maximization.  

However, with the development of the stakeholder concept, credited to  Freeman (2010), the 
accountability of firms is broadened to wider stakeholder groups. This modern perspective of firm 

accountability impacts the value relevance for audit profession. As traditionally, audit was justified 

as monitoring cost that helps add value for the investors by ensuring information symmetry and 
accountability. However, if firms are held responsible to more than just the investors, the business case 

of audit needs to be reassessed as well. These evolving expectations of investors and regulators 

regarding firm accountability are further complicated by the advancement in technology that is 

reshaping all aspects of the business ecosystem, including the auditing profession (Siddiqui and 

Raheman, 2025).  

Shifting the focus to audit quality, scholars and practitioners have struggled for decades in agreeing 

to a universal understanding of what audit quality is. More specifically, although the purpose of 
audit is clear in literature and practice, the meaning of audit quality remains obscure (Djamil, 2024). 

For example, practitioners like the International Auditing and Assurance Standards Board (IAASB, 
2014), the Public Company Accounting Oversight Board (PCAOB, 2013), and Federation of 

European Accountants (FEE, 2015), have attempted to explain and identify indicators of audit 

quality. However, literature argues that the aspects highlighted by these bodies are difficult to 

objectively quantify (Abdelwahed et al., 2023; Alaamri et al., 2023; Fawziah et al., 2025). Similarly, 

indicators identified in literature for audit quality are argued by practitioners to be shallow and 
segmented, that fail to capture all dimensions of audit quality (IAASB, 2014; PCAOB, 2013).  

As such, acknowledging the inherent complexity of audit quality as a construct, and embedding the 
evolving stakeholder expectations and business ecosystem due to sustainability and technology, 

respectively, it is important to reassess the business case for audit. That is, it is crucial to assess how 
sustainability and technology, as dimensions within a unified conceptual framework, intervene and 

interact, respectively, with audit quality value addition (or creation) for businesses. The current study 

addresses this modern need by developing a framework that reconceptualizes audit quality as a 
multilayer driver for value addition.  

This model identifies sustainable business practices as a mediating mechanism and use of technology 

as a moderating variable that may amplify the relationship of audit quality and value addition of 

businesses, provided both environmental, social, and governance (ESG) practices and technology are 
properly integrated within business strategy and audit methodology. In addition to this, the 

revamped conceptual model highlights the need for standardization of ESG or sustainability 
reporting and assurance practices from a regulatory perspective.  

The rest of the paper is arranged as follows: in Section 2 we elaborate on the traditional theoretical 

foundations of audit. In Section 3 we highlight recent literature on audit quality, technology, 

sustainability reporting, and the association of these three constructs (audit quality, technology, and 
sustainability) with value addition. In Section 4 we integrate these concepts to provide a conceptual 
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framework for the business case of audit in the modern business environment. In Section 5 present 

implications of this reconceptualization of audit quality. Finally, in Section 6 we conclude the study. 

Theoretical Foundations of Audit  

The word audit takes different meanings depending on the context. For example, statutory audits, 

also referred to as annual audits or financial audits, are defined as an independent opinion on 
whether the presented financial information is free from material misstatements (Siddiqui and 

Raheman, 2026a). Here, by material we mean any item that may impact the economic decision of 

the user, and by misstatement we mean distortion and inaccuracy which may be intentional (for 
example, fraud), or unintentional (for example, error) (Hunt et al., 2022). However, there are other 

forms of audit as well, namely, internal audit, cost audit, tax audit, operational audit, information 
systems audit, etc. The definitions of these audits change (Betti et al., 2023), therefore, it is important 

to highlight that the focus of current study is restricted to annual or financial audits.  

Traditionally, audit is seen as a monitoring mechanism that is implemented to ensure information 

symmetry between the reporting entity and the investors. Naturally, due to the separation of 
ownership and management in listed entities, there is an imbalance between the information that is 

available to the management (which is involved in the daily operations of the business) and the 

owners of the business that provide finance (Siddiqui and Raheman, 2026a). This separation between 

management and investors or owners of the business leads to a problem that is referred to by Jensen 

& Meckling (1976) as the agency problem. That is, if the interests of management and owners are not 
aligned, then management may be more inclined towards meeting their own objectives, rather than 

working in the best interest of the investors. The ultimate objective of investors is traditionally seen 

as wealth maximization. More specifically, utility theory argues that a rational investor would aim at 
maximizing their wealth by investing in opportunities that would lead to value addition in their 

investment (Fishburn, 1977). Similarly, projecting the same notion of utility theory on management, 
they would aim to increase their own wealth. As such, there may be a conflict between the competing 

interests of management and investors.  

Adding the problem of information asymmetry in this agency problem, one may argue that 

management may distort or misstate the information that they have regarding the operations of the 
business, to achieve their own objectives rather than transparently working for the objectives of the 

investors. This agency problem can be reduced by incurring additional costs that are identified as 

either; (i) monitoring costs; or (ii) bonding costs (Jensen and Meckling, 1976). Audit and assurance 
exercises are part of the monitoring costs that are incurred to improve the credibility of the 

information that has been provided by the management. Therefore, from a traditional perspective, 
projecting from the utility theory, we may link the business case of audit with wealth maximization 

of investors. That is, these additional monitoring costs will only be justified if they ultimately lead to 

the value addition of the investors. Therefore, from a traditional lens, theoretical foundations of audit 
are embedded in concepts like credibility, trust, transparency, and information symmetry (Siddiqui 

and Raheman, 2026a).  
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Fortunately, these theoretical foundations may be projected in the modern business era as well, 

where the primary aim of audit remains ensuring transparency and promoting credibility in the 
presented information by the management to the users. However, the modern stakeholder view does 

change the ‘users’ of financial information. Traditionally, businesses were seen only accountable to 
the investors, but the stakeholder concept of Freeman (2010) widens this accountability framework 

of reporting entities on other stakeholder groups. This changes the meaning of information symmetry 

and credibility for auditors, expanding the scope to include wider environmental, social, and 
governance factors (Budi and Kurniawati, 2025). 

Figure 1 displays the business ecosystem in which audit profession functions to promote credibility 

and trust. 

Figure 1. The Business Ecosystem Covering Traditional and Modern Perspective for Audit 

 

Note: This figure displays the relevant stakeholders in a normal audit engagement, the figure also 

shows the primary difference between the traditional (agency) and modern (stakeholder) 
perspective relevant to audit profession. 

Source: Author 

Review of Literature 

In this section we review recent literature covering audit quality, sustainability, and technology, to 

reconceptualize business case of audit in modern business environment. We look at literature 
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covering these constructs one by one, followed by an integrated summary that is used subsequently 

for the reconceptualization. 

Audit and Value Addition 

Starting with audit and the indicators of audit quality, recent literature identifies a range of factors 

that are used as a proxy to represent audit quality. However, both literature and practitioners fail to 
reach a consensus on the definition and measurement of audit quality, as highlighted by Ciger 

(2020); and Djamil (2024).  

Considering scholars, studies highlight a range of determinants of audit quality, that can be 

categorized into numerous main groups, as stated by Nurachman et al. (2025). However, recent 
literature reviews show that these determinants have varying impact on audit quality. For example, 

two most popular proxies used to represent audit quality show competing findings, these include 

audit fees and auditor tenure.  

Considering audit fees, numerous studies (Alrashidi et al., 2021; Ayoola, 2022) use higher audit fees 
as an indicator for higher audit quality, arguing that auditors demonstrating higher scrutiny will 

charge higher fees to compensate for higher efforts. However, some studies like Alam et al. (2024); 

and Bae et al. (2021) show diverging results, justifying this by highlighting that higher audit fees do 

not always mean higher audit quality. Higher fees may be charged because of higher perceived 

audit risk, making the audit engagement more complex. Thus, higher audit fees may not always be 
seen as higher audit quality (Siddiqui and Raheman, 2026b).  

Same complexity is witnessed for auditor tenure as well. For example, a strand of literature argues 
that longer client-auditor relationships result in better audit quality. More specifically, work of 

Garcia‐Blandon et al. (2020); and Nasuci et al. (2020) shows that as auditor tenure increases, so does 

auditor’s understanding of the client’s operations, which results in higher audit quality. However, 
another strand of literature (Djamil, 2024; Martani et al., 2021) shows competing results, arguing that 

longer auditor tenure results in higher familiarity threat for the auditors, effectively impairing their 

independence and ultimately impairing audit quality.  

Similarly, other popular measures like auditor efforts (Kim, 2021), audit partner rotation (Kang et al., 

2023), non-audit services (Mahieux, 2022), knowledge sharing (Liu et al., 2022), and diversity (Mnif 
and Cherif, 2022), all show contrasting findings under different contextual and institutional settings. 

Practitioners’ understanding regarding audit quality has been equally complex and subjective. For 

example, IAASB (2014) provides a comprehensive framework of audit quality segregating quality 

factors as input- and process-based. The IAASB further highlights multiple levels that impact audit 
quality. They argue that audit quality is not only an outcome of the audit firm and their expertise. 

Firm-level and wider institutional- or market-level factors also play a critical role in determining 

audit quality (IAASB, 2014; PCAOB, 2013). For example, relatively lenient audit team employed 

on a client operating in quite a complex external environment may result in lower audit quality, than 

same team employed at an engagement covering fairly static and straightforward external 
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environment. Similarly, audit engagements conducted at weaker institutional settings may impair 

auditor’s abilities (Siddiqui and Raheman, 2026a).  

Although the framework provided by IAASB is quite detailed and comprehensive, literature 
questions its ability to objectively measure audit quality (Abdelwahed et al., 2023). This complexity 

stems from practitioners’ perspective that states that audit quality is a result of numerous visible 

factors (for example, input factors like team expertise, skills, experience, and time (PCAOB, 2013)), 
as well as concealed factors that are not apparent and objective (for example, process factors like 

methodology and effective governing systems (IAASB, 2013a)). This identification and inclusion of 

process-based factors render measurement of audit quality extremely subjective and obscured. 

Literature also highlights other complications in the IAASB’s audit quality framework. For example, 

the factors highlighted are not weighted (that is, which factor impacts audit quality more than the 
others (Abdelwahed et al., 2023)), or access to information by the market participants (that is, some 

factors like number of training hours attended by individual auditors that are part of the audit 
engagement team may not be readily available to the relevant users or stakeholders that are placing 

reliance on the auditor’s report (IAASB, 2013b)).   

Therefore, literature and practitioners’ documents all label audit quality as a complex and subjective 

construct and fail to reach an agreement on its definition and measurement. This ambiguity and 

divergence warrant a reassessment of audit quality, specifically considering the impact of modern 

(arguably equally complex) constructs like sustainability and technology.  

Technology and Audit 

Technological innovation has been a significant disruption in the modern economy. This advent in 
technology has impacted almost all aspects of the global economy (that is, investors, businesses, 

regulators, and other stakeholder groups (Siddiqui and Raheman, 2025)). With advent of 
technology, the volume, velocity, and variety of data have increased or amplified. By volume we 

mean amount, by velocity we mean the speed by which data changes its form or updates, and by 

variety we mean its nature (Sihombing et al., 2023). For example, now entities do not generate 

information from financial data only, but with the help of application of artificial intelligence (AI) 

like natural language processing (NLP), textual data can be converted to information as well. 
Therefore, the impact of technology on the audit profession is in two folds.  First, technology impacts 

the practitioners and the regulators. Modern auditors can use a variety of tools to help them with the 

assurance activity. Literature refers to this as audit analytics, where auditors can use machine 
learning (ML) and deep learning (DL) tools to assess risk, plan audit, or execute audit procedures 

(Abdelwahed et al., 2025). Scholars highlight numerous applications of AI and technology for 
auditors, for example, fraud detection, continuous auditing, automated verification, real-time testing 

of transactions, and making samples redundant (where auditors can test all transactions rather than 

selecting samples) (Siddiqui and Raheman, 2025). 

Similarly, the second aspect of technological impact on audit is from the reporting entity, where 
using technology may streamline or improve efficiency of the businesses. Technology has impacted 

on the reporting, operations, strategic direction, and governance of the businesses (Brazel et al., 
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2022). Taking support from Porter's (1985) value chain concept, data and technology have the 

potential to streamline primary and support activities of the businesses, improve communication, and 
remove redundancies, ultimately improving effectiveness and value (Strakova et al., 2021). 

Technology not just impacts businesses’ operations but may also improve liaising and coordination 
with the auditors.  

However, this advancement in technology comes with its own challenges. For example, literature 
highlights a range of issues when using technology in audits. For example, increased use of 

technology means developing new skills in auditors, where they demonstrate needed command over 

data wrangling and data analytics. This would also mean better communication with data scientists 

(Siddiqui and Raheman, 2025). As such, use of technology demands investment from auditors and 

businesses both. For example, training the auditors to use technology and developing the 
infrastructure needed to facilitate application of audit analytics tools (IAASB, 2016). 

Sustainability Reporting  

As indicated earlier, stakeholder concept widens the scope of accountability of businesses to broader 
stakeholder groups (which includes regulators, employees, society and economy at large) (Siddiqui 

et al., 2026). With this evolution in the accountability framework for firms, the reporting 

requirements for businesses have also expanded. Earlier, businesses shared information mainly with 

the investors and focused on the financial results like the firm's performance and position. However, 

as the expectations of regulators and investors changed over the years, so did the information that 
was reported by the businesses, as highlighted by Zahid et al. (2022). Literature categorizes this 

expansion into three main dimensions, environmental, social, and governance. These reporting 

requirements increase the complexity of the reported information with non-financial disclosures 
(Samy El-Deeb et al., 2023). This also expands the agency problem, as the management may be 

motivated to report exaggerated results, a practice that is referred to as greenwashing (Zhou et al., 
2024).  

Moreover, practitioners acknowledge this added responsibility when providing assurance. For 

example, IIA (2021); and PwC (2021) show how auditors and assurance providers now consider non-

financial disclosures as well when providing assurance. Literature corroborates these practitioners’ 
understandings by showing that non-financial disclosures impact audit engagement characteristics 

like audit fees, as shown by Zhang et al. (2023). Similarly, literature also shows that audit 

engagement characteristics impact transparency and trust regarding ESG reporting (Budi and 
Kurniawati, 2025). Additionally, audit quality show association with greenwashing practices 

(Ghitti et al., 2024). 

Therefore, both literature and practitioners’ understanding demonstrate that sustainability 

reporting has impacted on the auditing profession, changing the value relevance, need, and meaning 

of this profession.  
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Summary of Literature   

Recent literature shows both technology and sustainability have impacted the audit profession. The 

disruptions caused by technological innovation have significantly altered how businesses function 
and how audit engagements are carried out. Similarly, the evolving expectations of stakeholders 

regarding sustainability have changed how audit reports are used and read. However, midst these 

changes, the philosophical and theoretical foundations of the audit profession remain unaltered, 
which is to promote trust and information symmetry in the market. Nonetheless, in order to justify the 

business case for the audit profession in modern business environment, there is a dire need to revamp 

how audit leads to value creation (or addition) for modern businesses.  

Reconceptualization of the Business Case of Audit   

We reconceptualize the business case of audits in two steps, first we consider the evolving 

expectations of stakeholders regarding businesses’ accountability, then we focus on the impact of 
technology on the profession. Finally, we integrate these two aspects of the modern business 

environment to revamp the business case for audit.   

Evolving Stakeholder Expectations and Audits  

The modern perspective of firm accountability stemming from Freeman’s (2010) stakeholder concept 

complicates the business case for audit. This is because different stakeholders may have competing 
interests, as highlighted by Siddiqui et al. (2026). Where environmental aspects would require 

outflows from the profits of the business to serve environmental concerns, similarly social aspects 

would expect outflows from profits of the business to serve social concerns. However, meeting 
environmental considerations would mean meeting fewer social considerations by businesses. For 

example, paying higher salaries to ensure satisfied workforce will mean lower profits available to 
distribute for environmental or governance concerns. This means widening the accountability of 

firms leads to a tradeoff between competing interests of stakeholders, complicating the value 

addition perspective for the business as a whole (Signori et al., 2021). This complexity projects on 

audit profession as well. As traditionally, auditors were only expected to add value to investors. 

However, from stakeholder perspective, auditors need to ensure relevance considering varying 
needs of stakeholders and understanding what constitutes as value for them.  

To resolve this complication, the concept of sustainability is translated into ESG factors. This concept 
states that businesses must integrate the three ESG pillars (environmental, social, and governance) in 

their strategy by identifying risks and opportunities pertaining to each of these pillars. The idea 

behind this approach is that risks and opportunities arising from these three pillars are just as real as 
other financial, economic, and operational risks that businesses face. Taking support from the 

Efficient Markt Hypothesis (EMH) of Fama (1970), it can be argued that market considers all risks 

when considering required rate of return on investments. As such, the ESG risks would be included 

by the market as premium when deciding the returns. Therefore, businesses report their ESG risks, 

opportunities, and initiatives to the market through sustainability reporting (Niazi and Siddiqui, 
2024). Naturally, as in case of financial reporting, users need assurance on the reported information 
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to place reliance when making economic decisions. Therefore, process of audit and assurance takes a 

central role in the modern perspective of value addition as well.  

This convergence between the traditional and modern perspective of value addition, and role of 
audit in ensuring transparency and information symmetry is demonstrated in Figure 2. 

Figure 2. Traditional and Modern Perspective of Value Addition and Role of Audit 

 

Note: This figure shows the link between traditional and modern perspective of value addition for 

businesses and role audit plays in both to ensure transparency and credibility. 

Source: Adapted from Siddiqui & Raheman (2026) 

Technological Context and Audits   

Considering prior literature and theoretical foundations of audit, the impact of technology on audit 
is classified into two main categories: (1) use of technology by the audit firms; and (2) use of technology 

by the businesses or reporting entities.   

Use of Technology by the Audit Firms  

First is the impact of technology on the audit profession itself. Technology has opened numerous 

avenues for the auditors to improve the overall audit process. A typical audit process can be 
segregated into three main phases, as highlighted by Siddiqui & Raheman (2025): (1) audit 
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planning; (2) audit execution; and (3) reporting (refer to Figure 3 for details). Technology impacts all 

these three phases of audit.  

Figure 3. Phases of a Typical Audit Engagement 

 

Note: This figure shows the three phases of typical audit engagement. 

Source: Author 

During the planning phase, the most prominent aspect of audit that is impacted by technology is risk 

management. More specifically, ML and DL applications can help identify patterns and categorize 

risk for auditors. For example, improving the auditors’ understanding of the business and its external 

environment by assessing large historical datasets that contain financial and non-financial 
information. Auditors can use chairperson and CEO statements to develop an understanding of new 

developments in the business that may impact its risk profile or perform sentiment analysis or opinion 
mining to assess expected implications of business decisions, as highlighted by Austin et al. (2021).  

For audit execution phase, technology impacts not just the nature, timing, and extent audit 
procedures performed to gather evidence, but it also impacts the nature of evidence itself, the 

sampling strategy, and the sample tested (Siddiqui and Raheman, 2025). For example, technology 

has a direct impact on analytical procedures performed by auditors. Han et al. (2023); and Kolisnyk 

et al. (2023) identify the implications of blockchain technology on auditing, highlighting its 

association with continuous auditing. This not only ensures verification of transitions in real time but 
also removes the limitations of selecting and testing samples. That is, to put it simply, all transactions 

can be automatically tested using blockchain technology.  

Similarly, for audit reporting phase, Chang & Luo (2021) highlight the implications of technology 

in data visualization and identify biases associated with use of technology for auditing. Furthermore, 
Siddiqui & Raheman (2025) comment on other aspects of audit reporting through effective use of 

technology. For example, technology may remove the need for periodic reports, as continuous 

auditing will ensure reporting violations and audit findings in real time as they are highlighted.  

Impact of Technology on Businesses 

Considering the impact on technology from the business angle, businesses integrate technology to 

improve their value creation process, as highlighted by Strakova et al. (2021). More specifically, 
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technology may help improve internal coordination and communication processes by enhancing the 

information systems of the businesses (Denner et al., 2018). Proper use of technology may mean 
accurate information is available to the management in timely manner. Reports are precise, relevant, 

and complete, provided that the employees have the skills needed. As in the case of audit firms, 
Alalawneh & Alkhatib (2021) argue that for businesses to successfully integrate technology within 

their operations and strategy, they require substantial investments in form of training and 

information technology (IT) infrastructure. From a business perspective, technology has implications 
for all its functions, from human resources (HR), finance, accounting, treasury, procurement, to 

operations (Mosteanu and Faccia, 2021).  

Proper integration of technology is linked with efficiency, effectiveness, and streamlining of business 

activities. Moreover, technology is seen as having the potential to improve coordination, liaising, and 
reporting of business activities to relevant internal and external stakeholders as well. This is where 

audit, value, and sustainability intersect. With improved reporting (for example, better visualization, 
accuracy, and real time reporting), businesses can use technology to create awareness, and auditors 

can provide assurance on the reported information to ensure its credibility (Zhang et al., 2023). As 

such, this creates a conceptual link between audit, sustainability, technology, and value addition.  

A Top-Down Approach   

The multi-level impact of technology and sustainability on businesses and audit further complicates 

the understanding developed so far. Technology and sustainability impact audit profession and 
businesses in three levels. The first level is the firm level, where technology is adopted by the 

businesses and audit firms. This simply means the technology infrastructure implemented by 

businesses and audit firms. This also includes training and development activities done by the 
businesses and auditors to develop the skills needed to effectively engage with the technology. The 

second level is the market, where capital and money markets integrate technology into their 
operations and help enable market players to make effective economic decisions by sharing data 

more efficiently. Finally, the third layer is the institutional layer where nation’s top-level institutions 

integrate technology and enable its use for firms. As argued by Fan et al. (2011), there is a top-down 
approach regarding the impact of institutional factors impacting firm-level aspects. Replicating this 

approach, Figure 4 visually demonstrates how a top-bottom approach impacts the overall audit 
profession, considering sustainability and technology.  

Summary of the Reconceptualized Model for the Business Case of Audit  

Sustainability, technology, audit, and value addition, all are quite complex constructs, as evident 
from recent literature. The changing stakeholder expectations around business accountability and 

advent of technology have substantially changed the manner in which audits are conducted in 

modern era.  

Audit is seen as a monitoring cost even in the current business environment (Siddiqui and Raheman, 

2026a), therefore, in order to lead to value addition, audits must initiate a mechanism that helps 
achieve the profession its business case. Considering the ESG concept, based on the Freeman (2010) 

stakeholder perspective, one may argue that in modern era, audit achieves its business case by 
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ensuring sustainable business practices and promoting credibility and trust through businesses’ 

sustainability reporting. 

Figure 4. Top-Down Approach for Institutional Factors Impacting Audit Profession  

 

Note: This figure demonstrates how instructional and market factors play a role in determining the 
business case for audit profession. 

Source: Author 

Additionally, technology may help improve these business reports by improving their accuracy, 

timeliness, and reliability. Similarly, auditors may also leverage technology to improve overall audit 
engagement by enhanced risk assessment, evidence gathering, and reporting. More specifically, this 

hints towards a relationship between audit and value addition that is amplified in presence of an 
effective and enabling technological environment.  

Combining the constructs of sustainability, technology, audit, and firm value addition together, 
Figure 5 represents the revamped conceptual model for business case of audit in modern business 

environment. 
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Figure 5. The Modern Conceptual Framework for Audit Quality and Value Addition  

 

Note: This figure shows the reconceptualized model for business case of audit in the modern era, 

where ESG or sustainability practices mediate the relationship between audit and value addition of 

businesses and technology (business perspective and auditor perspective) moderates this 
relationship. 

Source: Author 

Implications   

The reconceptualized model presented in the current study has implications in three folds, we 

consider them one by one.  

Academic Implications  

For scholars, the current study repositions the role of audit in value addition of businesses by 

considering the channel of sustainability, taking support from the stakeholder theory. The study also 
attempts to integrate role of technology in this conceptual framework. In doing so, the current study 

extends the traditional compliance-oriented view of audit into a broader framework that integrates 

ESG disclosures and digitalization. This shift encourages scholars to view audit from a holistic lens, 
instead of looking at it from an arguably simple compliance related tool.  

The current study also contributes to sustainability literature (specifically, sustainability and ESG 

reporting), highlighting the need for credibility and trust for such disclosures. Mainly, earlier 

literature focuses on a direct linkage between audit quality and ESG disclosures and ESG and value 
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addition, however, the current study demonstrates a potential mediating role of sustainable business 

practices between audit and value addition in modern business environment.  

Similarly, the current study also attempts to theoretically conceptualize the impact of disruptions 
caused by technology on audit quality. The study demonstrates a moderating impact of technology 

in the audit and value addition linkage, where effective integration of technology in information 

systems implemented by businesses and audit firms may enhance the impact of audit quality and 
value addition of businesses.  

Finally, the study also considers the role of institutional factors when considering the theorized 
relationships of complex constructs like audit, value addition, sustainability, and technology. The 

study argues that institutional role in developing conceptual frameworks is integral, as it functions 
as a tool that is needed to properly comprehend the mechanics of how various forces interact and 

integrate with one another. For example, the role of technology is not as simple as its integration 

within the information systems of businesses and audit firms. How technology impacts overall 
coordination between the market and institutional bodies play a critical role here as well. Similarly, 

concept of sustainability is not only relevant from the perspective of businesses but must also be 
considered from an institutional perspective (for example, role of regulators and policymaking 

institutions in implementing relevant regulations and accountability of businesses for violating those 

regulations).  

Practical Implications  

From a practical perspective, the reconceptualized audit and value addition framework 

demonstrated in the current study has implications for auditors, regulators, and businesses.  

Starting with audit firms, the reconceptualized framework from Figure 4 highlights the need to 
reposition audit and assurance practices as a strategic function rather than a compliance checking 

exercise. In order for the auditing profession to stay relevant in the modern business environment and 

sustain its business case, audit engagements need to adapt to the evolving stakeholder needs and 

expectations. This includes the need of investors to be presented with credible ESG related 

information to take effective economic decisions. This also includes the need of regulators regarding 
accurate reporting of ESG initiatives and metrices to ensure compliance with the regulatory 

requirements (an example of which is carbon emission levels). The study also highlights the need for 

the auditors to upskill themselves regarding the use of technology. In order for the auditors to 
leverage technology to collect audit evidence effectively and efficiently, there is a need to develop 

relevant skills in auditors, pertaining to the use of technology and data analytics. Without 
developing such data and technology related skills, auditors may not be able to add value to 

businesses in efficient manner.  

For regulators and standard setting bodies, the framework presented in the current study 

demonstrates the need for clarity on ESG reporting as well as ESG assurance. Lack of standardized 

sustainability reporting practices has an impact on overall trust and transparency in the market. 
Development of sustainability standards by International Financial Reporting Standards (IFRS) 

Foundation (referred to as S1 and S2) are a visionary first step towards ensuring consistency and 
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comparability in the sustainability related disclosures. Similarly, issuance of International Standard 

on Sustainability Assurance (ISSA) 5000 by the IAASB is also a commendable initial step for 
regulating sustainability assurance engagements. Nonetheless, sustainability remains dynamic and 

developing area in the modern business environment. Regulators need to ensure that sustainability 
reporting and assurance practice remain relevant with the evolving expectations and needs of the 

modern environment. Standardization and regulation remain the key aspects that will need 

consistent efforts of regulators and policymaking institutions. 

For businesses, the most prominent implication from the reconceptualized framework presented in 

Figure 4 remains the need to integrate ESG initiative within their overall strategy and risk 

management framework. The conceptual model  presented warns businesses against a superficial 

integration of ESG initiatives or looking at sustainability as mere compliance, box-checking exercise. 
The model shows that sustainability practices need to cohesively form part of the business strategy 

and operations. The model also indirectly discourages the practices of greenwashing by 
demonstrating the role of auditing to ensure credibility in ESG reporting. Finally, the 

reconceptualized framework also demonstrates the need to effective integration of technology 

within business operations to improve efficiency, just as in the case of audit firms.  

Social Implications  

From a broader perspective, the study highlights the role of audit profession in supporting 

sustainable and responsible business practices. By enhancing credibility of the ESG disclosures, audit 
profession promotes trust in the overall economy and contributes towards informed economic 

decisions by investors. The framework visually demonstrates how credibility, trust, and information 

symmetry regarding sustainable businesses practices serve a higher purpose in the overall economy 
than simple compliance exercise.  

Conclusion  

The current study attempts to reconceptualize the business case of audit by integrating concepts of 

sustainability and technology within the framework. The model argues for an intervening role of 

sustainable practices by businesses between audit quality and value addition and interaction of 
technology between this relationship. The presented model highlights the need for effective 

integration of ESG initiatives and risk management within business strategy. The model also 

demonstrates the need for training and upskilling of auditors to ensure effective use of technology in 
conducting audit engagements. Finally, the model highlights the importance of standardization of 

sustainability reporting and assurance practices from regulatory perspective.  

The reconceptualized framework presented in the current study lays out foundations for future 

empirical research by presenting a set of testable propositions, encouraging scholars to view audit 

profession from a wider context, than a simple compliance checking exercise. For example, the 

interaction of technology may be positive or negative, depending on the extent of readiness of 

businesses and audit firms in capitalizing IT infrastructure and modern data analytics techniques. 
Similarly, the intervening role of sustainable business practices may depend on the maturity and 

transparency of the institutional and market settings where businesses and audit firms operate in. All 
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these avenues raise interesting research questions that translate into testable hypotheses. Therefore, 

although this study provides an integrated conceptual framework, considering modern disruptions 
and stakeholder needs, the proposed relationships are theoretical in nature and would benefit from 

empirical assessments. 
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