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Identification of Factors Influencing the Mergers of Auditing Firms Using a
Grounded Theory Approach

Highlights

e Organizational, managerial, supra-organizational, legal and regulatory, and human
resources factors were identified as the main drivers of integrationThe findings offer The
results of the research showed that the success of the merger is the result of the
simultaneous interaction of internal and environmental factors.

e  The results of the research showed that the success of the merger is the result of the
simultaneous interaction of internal and environmental factors.

e The merger of audit firms can lead to the diversification of services, improved
performance of the firms, and strengthened professional independence of auditors.

Abstract

Research indicates that large auditing firms provide higher quality services to specific clients
compared to smaller firms, because the economic dependence of larger firms on clients is lower.
Also, in the event of auditor negligence, larger auditing firms lose more credibility than their
smaller firms. The aim of this article is to investigate the factors influencing the mergers of
auditing firms in Iran. In this research, a qualitative grounded theory approach has been used,
and a field study was conducted using grounded theory instead of testing hypotheses, which
itself contributes to understanding and constructing a theory derived from the social context and
from the perspectives of the subjects. To investigate this aim, qualitative methods were used
alongside 20 experts in the auditing sector with experience in the merger of audit firms, utilizing
snowball sampling, and information was gathered through in-depth interviews. For analysis, the
grounded theory method was utilized. In the initial stage, 123 identification codes were
generated, and following revisions (removal and merging), 25 concepts were selected and results
were classified into six components including organizational factors, managerial factors, extra-
organizational factors, legal and regulatory factors, human resource factors, and Consequences.

Keywords: Merger of auditing firms, Audit quality, Grounded theory method.

Extended Abstract

Objective:



This investigation aims to pinpoint and categorize the determinants affecting the consolidation
of audit firms within Iran's professional environment. Prior evidence suggests that larger audit
institutions tend to deliver superior service quality to specific clients, primarily because their
economic reliance on individual clients is comparatively lower. Additionally, larger firms face
more significant reputational losses in cases of professional negligence. Given the increasing
globalization of financial markets and the necessity for domestic firms to compete
internationally, understanding the driving forces behind mergers is of paramount importance.

Methodology:

The present study adopts a qualitative paradigm, utilizing the systematic grounded theory
approach. Unlike conventional hypothesis-testing methods, this inductive strategy facilitates the
emergence of a substantive theory rooted in social contexts and the subjective perceptions of
participants. The statistical population comprised highly experienced auditing experts (members
of the Iranian Association of Certified Public Accountants) who had either directly participated
in merger negotiations or possessed comprehensive knowledge of the merger processes. Through
purposive snowball sampling, 20 experts (with professional backgrounds spanning 13 to 38
years) were selected. Data were collected via in-depth, semi-structured interviews until
theoretical saturation was achieved. The analytical procedure involved open, axial, and selective
coding, facilitated by MAXQDA software.

Findings:

The initial open-coding phase generated 123 primary codes (verbal indicators). Subsequent
refinement, elimination of redundancies, and conceptual integration reduced these to

25 distinct concepts, which were ultimately organized into six overarching categories:
(1) Organizational factors (including cost-efficiency, partners' legal status, technological
adoption, and operational planning); (2) Managerial factors (encompassing continuous
monitoring, merger leadership, and compensation improvements); (3) Extra-organizational
factors (covering cultural-intellectual levels, public culture, bargaining power, international
networking, and professional support); (4) Legal and regulatory factors (consisting of standard-
setting, large contract acquisition, audit framework design, and licensing); (5) Human resource
factors (focusing on audit team composition and client engagement); and
(6) Consequences (resulting in service diversification, performance enhancement, and auditor
independence).

Conclusion:

The outcomes underscore that audit firm mergers in Iran are not solely financial decisions but
are profoundly shaped by cultural contexts, legal infrastructures, and managerial capacities.
Motivations such as market expansion, technological advancement, and specialization are
pivotal. By offering a localized model, this research equips policymakers and practitioners with

actionable knowledge to navigate merger complexities and elevate professional audit quality.
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