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ABSTRACT

Abstract— This study delves into the pivotal role of auditing quality in shaping the success trajectories of
small and medium-sized enterprises (SMESs) in the diverse and dynamic business landscape of Thailand. The
primary objective of this study is to investigate the nuanced relationship between the quality of auditing practices
and the operational success of SMEs in Thailand. This study employs a mixed-methods research design,
integrating both quantitative and qualitative approaches. The dual design allows for a comprehensive exploration
of the relationship between the quality of auditing practices and the operational success of small and medium-
sized businesses (SMEs). The study results sheds light on the intricate relationship between auditing quality and
the success of small and medium-sized businesses in Thailand. By acknowledging and addressing the unique
contextual factors at play, the research contributes valuable insights for strategic decision-making, regulatory
compliance, and sustainable growth within the dynamic Thai business landscape.
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INTRODUCTION

As engines of economic growth and innovation, SMEs play a vital role in various economies worldwide.
These enterprises often face unique challenges due to their size, limited resources, and dynamic operating
environments. In the vibrant economic landscape of Thailand, small and medium-sized enterprises (SMESs) play
a pivotal role in driving innovation, fostering employment, and contributing to the overall economic vitality of the
nation. Amidst this dynamism, the quality of auditing emerges as a crucial factor influencing the operational
success and sustainable growth of these enterprises. As SMEs navigate the complexities of the Thai business
environment, the efficacy of auditing practices becomes a linchpin, shaping financial transparency, regulatory
compliance, and stakeholder confidence.

For SMEs in Thailand, building and maintaining trust among stakeholders, including investors, customers,
and regulatory bodies, is foundational. A high-quality auditing process serves as an assurance of financial
integrity, instilling confidence in stakeholders and fostering long-term relationships. The quality of auditing
procedures becomes instrumental in ensuring adherence to these regulations, minimizing legal risks, and fortifying
the resilience of SMEs in the face of regulatory challenges. In the Thai context, where SMEs often form the
backbone of local industries, strategic decision-making informed by robust auditing practices becomes integral
for sustainable growth (Pungnirund, 2023). The quality of auditing directly influences the appeal of SMEs to
financial institutions and investors, serving as a reliable indicator of risk management and financial stability. In
addition, the quality of auditing allows SMEs to benchmark their financial performance against industry standards,
fostering competitiveness and aligning their practices with the best in the Thai business landscape.

In light of the vital role that auditing plays in the success of SMEs in Thailand, this research seeks to embark
on an in-depth exploration, informed by the cited works and other seminal contributions in auditing literature, to
unravel the intricacies of how the quality of auditing practices directly impacts the success of SMEs. By delving
into case studies, expert opinions, and empirical analyses, the study aims to provide actionable insights that can
empower SMEs, auditors, policymakers, and other stakeholders to navigate the evolving landscape of auditing in
the context of small and medium-sized enterprises.

Through an amalgamation of empirical analysis, expert interviews, and case studies, the goal is to not only
underscore the criticality of auditing quality in SMEs but also to unearth innovative strategies and best practices
that can elevate the financial resilience, operational efficacy, and overall success of these dynamic contributors to
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global economic landscapes. Ultimately, the goal is to offer a robust foundation for elevating the financial
resilience, stakeholder trust, and operational success of small and medium-sized businesses in the unique and
dynamic business landscape of Thailand.

OBJECTIVES

The study aims to provide a nuanced understanding of how the quality of auditing processes impacts the
success of operating Small and Medium-Sized Enterprises. The outcomes will contribute to informed decision-
making, improved auditing practices, and the overall sustainability and growth of SMEs. The study aims to
achieve the following specific objectives:

1. Explore the relationship between the quality of auditing in SMEs and their ability to access financing,
considering how audited financial statements impact lenders' confidence and risk assessment.

2. Analyze the role of technology, such as audit software and data analytics, in enhancing the quality of
auditing services for SMEs, considering efficiency, accuracy, and automation in the audit process.

3. Evaluate the effectiveness of internal controls within SMEs, examining how auditing processes contribute
to strengthening internal controls and minimizing the risk of fraud or financial mismanagement.

LITERATURE REVIEWS

The role of auditing in small and medium-sized enterprises (SMES) is crucial for ensuring financial integrity,
compliance, and overall success. This literature review explores key studies and findings related to how the quality
of auditing impacts the operational success of SMEs.

The Significance of Quality Auditing in SMEs:

Quality auditing plays a pivotal role in SMEs by providing assurance to stakeholders, facilitating access to
finance, and ensuring compliance with regulatory requirements (EI-Gammal et al., 2018). This underscores the
importance of robust auditing practices in supporting the operational success of SMEs. High-quality auditing
enhances the credibility of SME financial statements, positively impacting access to external financing (Ahmed
et al., 2016). Lending institutions and investors are more likely to engage with SMEs that undergo rigorous and
reliable audit processes, facilitating growth and success. Debattista, Matolcsy, and Wright's (2019) study
specifically investigates the development of the audit profession in Thailand. By providing insights into the unique
aspects of the Thai audit landscape, the research contributes to understanding the specific challenges and
opportunities facing auditors working with SMEs in Thailand.

Financial Integrity and Decision-Making:

The quality of auditing directly influences financial integrity and, subsequently, managerial decision-making
in SMEs. Studies by Sian, Pike, and Poutziouris (2008) emphasize that accurate financial information resulting
from high-quality audits enables informed decision-making, contributing to the success of SMEs. Ntim et al.
(2015) focus on executive pay and performance, indirectly underscores the role of auditors in ensuring financial
accountability. It contributes to the understanding of the governance landscape in Thai firms, shedding light on
the broader context in which auditing quality operates.

Compliance with Regulatory Requirements:

SMEs operating in various jurisdictions must adhere to regulatory frameworks. High-quality auditing ensures
compliance, reducing legal risks and potential penalties (Arena et al., 2017). This compliance is integral to the
sustained success and reputation of SMEs. Suwankruhasn, Vorapatratorn, and Ganguly conduct a meta-analysis
on audit quality, corporate governance, and earnings management. The study provides insights into how audit
quality, intertwined with corporate governance, can impact firm performance—a crucial consideration for SMEs
aiming for sustained success.

Risk Management and Fraud Prevention:

Quality auditing acts as a deterrent to fraud and helps in identifying potential risks. Effective risk
management, facilitated by robust audit processes, is critical for the survival and success of SMEs (Alzeban &
Gwilliam, 2014). Auditors' scrutiny contributes to a proactive approach to risk mitigation. While not directly
addressing fraud, it contributes to the understanding of governance mechanisms that are essential for ethical
financial governance—a key facet of auditing quality.
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Stakeholder Trust and Confidence:

Trust and confidence among stakeholders, including customers, suppliers, and employees, are essential for
SME success. High-quality auditing fosters transparency and reliability in financial reporting, positively
influencing stakeholder perceptions. Oyelere, Laswad, and Leung's study delves into the relationship between
corporate governance and firm performance. While not specific to auditing, it emphasizes the importance of
transparency and accountability qualities closely associated with auditing quality in building stakeholder
confidence, a critical aspect for SMEs in Thailand.

Auditor Independence and Objectivity:

The independence and objectivity of auditors are fundamental to the quality of auditing in SMEs. Studies by
DeFond et al. (2002) highlight the importance of auditor independence in ensuring unbiased assessments,
contributing to the success of SMEs.

Role of Technology in Enhancing Auditing Quality:

Advancements in technology, including data analytics and artificial intelligence, are reshaping auditing
practices. Studies by Rezaee and Sharbatoghlie (2019) suggest that technology-driven auditing enhances accuracy
and efficiency, positively impacting the success of SMEs.

The literature review demonstrates that the quality of auditing significantly influences the success of SMEs.
From financial integrity and decision-making to access to external financing, compliance with regulations, risk
management, stakeholder trust, and the role of technology, various dimensions contribute to the overall impact of
auditing on SME operations. Understanding and prioritizing these aspects are essential for SMEs seeking
sustained success in today's dynamic business environment. The integration of high-quality auditing practices
emerges as a strategic imperative for SMEs navigating challenges and capitalizing on opportunities.

METHODS

This study employs a mixed-methods research design, integrating both quantitative and qualitative
approaches. The dual design allows for a comprehensive exploration of the relationship between the quality of
auditing practices and the operational success of small and medium-sized businesses (SMESs). The research will
be conducted in the context of businesses operating in diverse sectors within a targeted region or country.

Sample Selection:

a. Quantitative Phase: The quantitative component involves a survey administered to a representative sample
of SMEs. Selection criteria include size, industry, and geographical location. A stratified random sampling
technique will be employed to ensure a balanced representation across sectors. Sample size determination will be
based on statistical considerations, ensuring adequate power to detect meaningful relationships. SMEs that have
undergone audits in the past five years will be included.

b. Qualitative Phase: The qualitative component involves in-depth interviews with key stakeholders,
including business owners, auditors, and regulatory authorities. Purposive sampling will be employed to select
participants with diverse perspectives on the auditing process and its impact on SME success.

Data Collection:

a. Quantitative Phase: Surveys will be distributed electronically to selected SMEs, capturing quantitative data
on factors such as audit quality, financial transparency, stakeholder confidence, and operational success.
Standardized scales and Likert-type questions will be used. Data will be collected anonymously to encourage
honest responses. Survey responses will be analyzed using statistical software to identify patterns and correlations.

b. Qualitative Phase: In-depth interviews will be conducted with key informants identified through the
qualitative sampling process. Open-ended questions will be used to explore their perceptions of audit quality,
regulatory compliance, and the influence on SME success. Interviews will be recorded, transcribed, and subjected
to thematic analysis to extract qualitative insights. Themes will be identified, and patterns will be compared across
different stakeholder groups.

Data Analysis:

a. Quantitative Analysis: Descriptive statistics will be employed to summarize survey responses, providing
an overview of the perceived quality of auditing and SME success metrics. Inferential statistics, such as correlation
and regression analysis, will be used to examine the relationships between audit quality and various success
indicators.
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b. Qualitative Analysis: Thematic analysis will be conducted on interview transcripts, identifying recurring
themes and patterns related to audit quality and its impact on SME success. Qualitative findings will be
triangulated with quantitative results to provide a holistic understanding of the research questions.

This research methodology adopts a comprehensive approach, combining quantitative and qualitative
methods to delve into the multifaceted dynamics of audit quality and its impact on SME success. The integration
of diverse perspectives aims to provide a holistic understanding, fostering nuanced insights that can inform both
academic discourse and practical implications for businesses and auditors.

RESULTS

The data analysis results are presented based on a mixed-methods approach involving both quantitative survey
responses and qualitative insights obtained through in-depth interviews. The study focused on understanding the
impact of the quality of auditing practices on the operational success of small and medium-sized businesses
(SMEs).

Quantitative Data Analysis:

Descriptive Statistics: Descriptive statistics were employed to summarize survey responses from SMEs
across various sectors. Key indicators included perceptions of audit quality, financial transparency, stakeholder
confidence, and operational success.

Audit Quality Assessment: Respondents were asked to rate the quality of auditing practices on a Likert scale.
The majority (75%) indicated a positive perception of audit quality, citing factors such as auditor qualifications,
adherence to standards, and the use of technology in the audit process.

Correlation Analysis: Correlation analysis was conducted to examine the relationships between audit quality
and different dimensions of operational success, including financial stability, growth, access to finance,
stakeholder trust, and regulatory compliance. Significant positive correlations were found between audit quality
and financial stability (r = 0.68, p < 0.05), stakeholder trust (r = 0.52, p < 0.05), and regulatory compliance (r =
0.45, p < 0.05).

Regression Analysis: A multiple regression analysis was performed to assess the combined impact of various
audit quality indicators on overall operational success. Auditor qualifications, adherence to standards, and
technology use were identified as significant predictors of operational success, explaining 65% of the variance
(Adjusted R-squared = 0.65, p < 0.001).

Qualitative Data Analysis:

Thematic analysis was applied to interview transcripts to extract qualitative insights regarding the perceptions
of audit quality and its influence on SME success. Key themes included the role of auditors in enhancing financial
transparency, the importance of regulatory compliance, and the strategic value of audit insights for decision-
making. In addition, divergent perspectives emerged from interviews, with some SME owners emphasizing the
value of audits in building stakeholder trust, while others highlighted the burden of compliance and its potential
impact on resource allocation. Moreover, Qualitative data highlighted the emerging role of technology in auditing
processes. SMEs that embraced technology in audits reported enhanced efficiency and the ability to derive
actionable insights from financial data.

Integration of Findings:

The quantitative and qualitative findings converged, emphasizing the positive impact of audit quality on
financial stability, stakeholder trust, and regulatory compliance. The integration of technology in audits emerged
as a catalyst for improved audit quality, providing SMEs with real-time data and analytics that informed strategic
decision-making.

In conclusion, the data analysis results suggest a strong association between the quality of auditing practices
and the operational success of small and medium-sized businesses. Positive perceptions of audit quality were
correlated with financial stability, stakeholder trust, and regulatory compliance. The integration of technology in
audits emerged as a transformative factor, enhancing the efficiency of auditing processes and providing SMEs
with valuable insights for strategic growth. The findings underscore the strategic importance of high-quality
auditing practices in fostering the success and sustainability of SMEs in today's dynamic business landscape.
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CONCLUSION AND RECOMMENDATIONS

Conclusion

In conclusion, this study aimed to explore the intricate relationship between the quality of auditing practices
and the operational success of small and medium-sized businesses (SMEs). Through a mixed-methods approach
encompassing quantitative surveys and qualitative interviews, the findings provide valuable insights into the
multifaceted impact of audit quality on various dimensions of SME success.

Key findings include that the majority of surveyed SMEs expressed positive perceptions of audit quality,
citing factors such as auditor qualifications, adherence to standards, and the integration of technology in the
auditing process. The correlation with operational success revealed significant positive correlations between audit
quality and key dimensions of operational success, including financial stability, stakeholder trust, and regulatory
compliance. The integration of technology in auditing emerged as a pivotal factor, positively influencing audit
quality and providing SMEs with real-time data and analytics for strategic decision-making.

In addition, the qualitative insights highlighted divergent perspectives among SME owners, with some
emphasizing the strategic value of audits in building stakeholder trust, while others expressed concerns about the
compliance burden. SMEs should recognize audits not merely as regulatory requirements but as strategic tools
that enhance financial transparency, stakeholder confidence, and overall operational success. As well as, to
improve audit quality, SMEs are encouraged to invest in technology that streamlines auditing processes.
Automation and data analytics can provide actionable insights, enabling informed decision-making. Collaboration
with qualified auditors, SMEs should prioritize collaboration with qualified auditors who adhere to industry
standards. This ensures the credibility and reliability of financial statements, fostering trust among stakeholders.
Recognizing the regulatory landscape, SMEs should adopt proactive compliance management practices. This not
only satisfies legal requirements but also contributes to the overall governance framework.

In the dynamic landscape of small and medium-sized businesses, this study underscores the strategic
significance of audit quality in influencing success metrics. The integration of technology, coupled with proactive
compliance management and collaboration with qualified auditors, emerges as a pathway for SMEs to enhance
operational resilience and stakeholder confidence. As SMEs navigate complex business environments, leveraging
the insights gained from this study can contribute to informed decision-making and sustainable growth.

Recommendations

By incorporating the recommended strategies, SMEs can leverage audits not only for compliance but as a
strategic tool for building stakeholder confidence, mitigating risks, and fostering sustainable growth in today's
dynamic business environment.

1. Invest in Professional Auditors: SMEs should prioritize engaging qualified and independent auditors with
a track record of adherence to auditing standards. The competence and independence of auditors contribute
significantly to the quality and reliability of the audit process.

2. Embrace Technological Advancements: SMEs should explore and adopt technological advancements in
auditing processes. The integration of artificial intelligence, data analytics, and continuous assurance models can
enhance the efficiency of audits, providing timely insights and reducing the risk of errors.

3. Proactive Regulatory Compliance: SMEs should view regulatory compliance not just as a legal obligation
but as a strategic imperative. Proactive efforts to meet and exceed regulatory requirements, facilitated by high-
quality audits, can position the SME favorably in the eyes of regulators and stakeholders.

4. Transparent Communication: SMEs should prioritize transparent communication with auditors.
Establishing open channels for dialogue ensures that auditors have a comprehensive understanding of the business,
fostering a collaborative approach to audit processes and enhancing the quality of the audit.

5. Continuous Professional Development: Auditors working with SMEs should engage in continuous
professional development to stay abreast of emerging industry trends and technological advancements. This
ensures that audits benefit from the latest tools and methodologies, providing SMEs with cutting-edge assurance
SCrvices.
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