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Empirical research on the relationship between control self assessment and the
quality of monitoring and financial reporting
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The purpose of this study is to clarify the actual situation of internal

audit activities in Japanese listed companies. Moreover, this study examines the effect of internal

audit Tfunctions and control self assessment system (CSA) on external audit efficiency and
financial reporting quality.
The result indicates that internal audit functions ( size and expertise of internal audit staffs)
correlates positively with audit fees. On the other hand, the objective of introducing CSA
correlate negatively with audit fees. Moreover, the result demonstrates that firms which have the
double reporting line (top management and another governance function) of CSA are more likely to
moderate their audit fees.
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LN Audit Fee
= a + B, (Corporate Characteristics)

+ B, (Governance Characteristics)

+ B> (Internal Audit Characteristics)

+ B, (Internal Audit * External Audit)

+ B, (Others) + e.

FEIBE B = LNEZ I
Coeff. Standard Err. t-value
CONSTANT -0.548 0.255 -2.145 **
TREENASGEBER 5 v 7 4.369 1.076 4.060 ***
HE - HEDHE 0.089 0.046 1942 *
A B E IR ¥ 0.001 0.001 1.964 **
BB EE B DF 0.032 0.031 1.453
EEREZMEDHAE 0.052 0.027 1.901 *
EBEHFMEDOFE -0.057 0.032 . -1.798 *
LEIHEBN & DFREEDHIE -0.099 0.028 -3.575 ***
n=512 F=74.079 < 0.00  max VIF = 3.821
CFO Jones
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