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ABSTRACT

This study delves into the intricate relationship between
financial distress and opinion shopping in the context of
going concern audit opinions, particularly during the
challenging COVID-19 pandemic. Focusing on non-
financial firms listed on the IDX from 2019 to 2021, the
study employed a non-probability, purposive sampling
method for selecting relevant samples. Data collection
was primarily conducted through non-participant
observation, and logistic regression techniques were
utilized for analysis. The novelty of this study lies in its
temporal focus, situating the analysis within the unique
financial and audit challenges posed by the pandemic.
One of the key findings is the significant inverse
correlation between financial distress, measured by the
Altman Z-Score, and the likelihood of receiving a going
concern audit opinion. The study demonstrates that
increased financial distress significantly raises the
probability of a firm receiving a going concern audit
opinion. In contrast, the practice of opinion shopping,
where firms might switch auditors to obtain a more
favorable opinion, is found to decrease the likelihood of
receiving such an opinion during the pandemic.
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Introduction

The emergence and spread of the Coronavirus Disease (COVID-19) have caused
substantial economic shifts in various nations, profoundly affecting different industry sectors
in Indonesia. Amid these economic uncertainties precipitated by the pandemic, companies
have been tasked with emphasizing the going concern principle, a foundational concept for
financial reporting, indicating an organization's intent to persist in its operations for the
foreseeable future (Guo et al., 2020). Concerns about an entity's ability to sustain its
operations may result in the entity receiving a going concern audit opinion. Companies that
are recipients of such opinions are often perceived as being at risk of struggling in the long
term (Rahim, 2016). These audit opinions can significantly influence stakeholders'
investment decisions.

The International Standards on Auditing (ISA) No. 570 posits that auditors have an
obligation to evaluate going concern assumptions and assess management's viewpoint on the
company's capacity to continue its operations. They are also required to determine if there is
material uncertainty related to events or circumstances that might raise doubts about the
entity's ability to maintain continuity. This then could lead to the issuance of a going concern
audit opinion. Such opinions act as early warning signals, allowing businesses to preempt
potential future losses in alignment with their sustainability plans (Gallizo & Saladrigues,
2016). Companies that receive going concern opinions might be perceived as nearing
bankruptcy, given the negative connotations such opinions can carry among investors. This
may deter investors, causing discontent among the auditees, who might attempt to influence
these audit opinions (Kells, 2011). This is largely due to the connection between audit
opinions and a company's financial health (Hardies et al., 2016).

Indeed, an entity's financial condition is a primary focus for auditors when issuing a
going concern opinion (Desai et al., 2020). Companies facing financial distress will likely
encounter disruptions in their operations, leading to negative net profits, potential bankruptcy,
and inadequate operational cash flows (Noga & Schnader, 2013). Naturally, companies aim
to avoid receiving a going concern audit opinion as it can erode stakeholder trust. The loss of
this trust in company management can significantly jeopardize the company's future viability
(Hadi, 2018). To prevent such audit opinions, some companies resort to opinion shopping, a
practice involving the dismissal of current auditors in favor of those more likely to provide

favorable opinions when faced with a concerning situation (Chen et al., 2017).
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Drawing from the preceding discussions, the primary objective of this study is to
investigate the relationship between the economic consequences of the COVID-19 pandemic
and the heightened focus on the "going concern™” principle within the financial reports of
Indonesian corporations. Specifically, the research aims to explain the determinants
influencing auditors' choices to give "going concern™ opinions. Furthermore, this study seeks
to uncover the consequences these opinions impose on corporations, with a specific focus on
investor sentiments and managerial tactics, notably the practice of opinion shopping.
Additionally, the research will review the broader impacts of such audit opinions on
stakeholder confidence and the enduring sustainability of corporations amidst financial

adversities.
Literature Review

Numerous studies have been conducted on the relationship between financial distress and
the going concern audit opinion, yielding varied results, including several inconsistencies
(Carson et al., 2013). Geiger and Rama (2006), Reynolds and Francis (2000), and DeFond et
al. (2002) found a negative association between financial distress and the going concern audit
opinion. In contrast, research from Cao et al. (2017), Brunelli et al. (2021), and Laksmita and
Sukirman (2020) identified a positive relationship between financial distress and the going
concern audit opinion. Laila (2021), however, reported there is no significant association
between these variables.

Regarding the empirical investigation into the relationship between opinion shopping and
the going concern audit opinion, studies by Chung et al. (2019) and Newton et al. (2016)
discerned a negative correlation with issuing a going concern audit opinion. Contrarily,
research outcomes by Carcello and Neal (2003) and Lennox (2000) suggested a positive
connection between opinion shopping and the going concern audit opinion. However, Hardi
et al. (2020) found no relation between opinion shopping and audit opinion.

Previous research results manifest inconsistencies concerning the relationship between
financial distress, opinion shopping, and the going concern audit opinion. These disparities in
research outcomes are conjectured to be influenced by other unexamined variables.
Consequently, the current research incorporates company size, liquidity, profitability,
solvency, and the sector as control variables. This study's novelty also includes employing the
most recent data from 2019 to 2021 during the economic uncertainties posed by the COVID-
19 pandemic. Furthermore, this study spans all corporate sectors registered in the Indonesia

Stock Exchange (BEI), excluding the financial sector. Such an approach provides a

202



Navigating uncertainty: The dynamics of financial distress and opinion shopping ongoing concern
audit opinions in the COVID-19 era by Ni Made Anggi Anggarini, Putu D'yan Yaniartha Sukartha,

Ni Luh Sari Widhiyani, Ni Made Dwi Ratnadi

comprehensive and equitable overview of sectors in the BEI, offering a holistic
representation of entities in Indonesia. Employing the latest Altman Z-Score model,
specifically model 111 (Z"-Score), as a proxy for financial distress is another innovation of
this research. This proxy is suitable for various sectors and industries and apt for developing
countries like Indonesia. Given these innovations, this study analyzes the interrelations
between financial distress, opinion shopping, and the acceptance of the going concern audit

opinion during the COVID-19 pandemic.
Agency Theory

Agency theory is foundational in business practice, stemming from economic theory,
decision theory, sociology, and organizational theory. Jensen and Meckling (2019) articulated
that agency relationships are contractual ties between principals, in this context, shareholders,
and agents, which refer to the management. The principal delegates decision-making
authority to the agent based on agreed terms. However, this relationship often results in
information asymmetry because agents typically possess more information about the
company than principals do. Information asymmetry arises when presented financial
information does not accurately reflect the company's true position.

The agent holds an ethical duty to maximize profits for principals. However, there's an
inherent conflict: Agents also seek to optimize their welfare, which might lead them to act in
ways that diverge from the principal’'s objectives (Jensen & Meckling, 2019). Without proper
oversight, agents might engage in deceptive practices that misrepresent the company's true
financial health. As responsible for drafting financial statements, agents might harbor
ambitions to mold them to their favor, thus engaging in financial manipulation. The potential
for such manipulation by agents necessitates the intervention of an independent intermediary
between the principal and agent. This intermediary monitors the agent's behavior, ensuring
actions align with the principal's interests and objectives (Gomez-Mejia & Wiseman, 2007).

Auditors serve as this independent third party. Their mission is to oversee managerial
performance, ensuring actions harmonize with principal interests as conveyed in financial
statements (Romadhon & Kusuma, 2020). For auditors to offer an unbiased, transparent
evaluation, they must maintain their independence. Their scrutiny culminates in issuing an
opinion on the fairness of financial statements prepared by the firm. Furthermore, auditors are
responsible for assessing a company's ability to continue its operations, i.e., its going concern

status. A high-quality auditor is more likely to rigorously inspect all facets of a financial
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report, increasing the probability of issuing a going concern opinion. However, the
information gap known to principals and agents allows agents to exploit auditors through
practices like opinion shopping.

Shareholders make investment decisions based on the financial information presented by
companies. However, according to agency theory, the interests held between shareholders
(principals) and company management (agents) are not aligned, leading to information
asymmetry between the two parties (Jensen & Meckling, 2019). To mitigate this information
asymmetry, signaling theory postulates that companies are mandated to signal their internal
condition to external parties through financial statements (Spence, 1978). In this context,
companies rely on independent auditors to act as trusted messengers who provide valuable
information to external stakeholders about the company's ability to stay in business shortly.
By carefully examining and confirming the accuracy of these audited financial reports,
stakeholders, including shareholders and other outsiders, can make smart decisions about the
company's financial health, risks, and potential opportunities. This information helps them
decide where to invest and keeps the corporate world transparent.

The Indonesian Institute of Certified Public Accountants (IAPI) stated in the application
of SA 570 ongoing concerned during the COVID-19 pandemic that auditors are responsible
for obtaining sufficient audit evidence about the appropriateness of the going concern
assumption used by management in financial reports. Auditors are also tasked with
concluding if there is any doubt about the company's ability to sustain its operations during
the pandemic. Companies nearing bankruptcy tend to have poor financial health or are
experiencing financial distress. The Z-Score analysis for financial distress can be considered
by auditors when issuing a going concern audit opinion. The worse a company's financial
condition, the higher the probability of receiving a going concern opinion. A low Z-Score
indicates poor financial health, leading to financial difficulty and casting doubts over its
business continuity. Such companies have a higher likelihood of getting a going concern
audit opinion. This aligns with the research of Jamaluddin (2018), Widiatami et al. (2020),
and Young and Wang (2010), which suggests that financial distress, proxied by the Altman
Z-Score, has a negative relationship with the going concern audit opinion. Based on the
explanation, the study's first hypothesis can be formulated as follows.

Hi:  The lower the financial distress value, the higher the likelihood of the company
receiving a going concern audit opinion.

Agency theory posits that misaligned interests between shareholders (principals) and

company management (agents) can lead to information asymmetry (Jensen & Meckling,
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2019). Naturally, every firm wishes to avoid a going concern audit opinion as it affects
stakeholder trust. A loss of confidence in company management can jeopardize the firm's
future sustainability (Settembre-Blundo et al., 2021). This prompts companies to exert undue
influence or pressure on auditors. The asymmetry of information between principals and
agents can also prompt the latter to engage in opinion shopping. The Securities and Exchange
Commission defines opinion shopping as endeavors to find an auditor willing to support
management's treatment of financial statements to achieve corporate objectives, even if it
undermines the reliability of the firm's financial reports. Auditor switching is one
manifestation of opinion shopping (Chan et al., 2006). Firms engaged in opinion shopping are
likely to secure a clean audit opinion. This is consistent with studies by Chung et al. (2019),
Newton et al. (2016), and Rahim (2016), which state that opinion shopping negatively
correlates with the issuance of a going concern audit opinion.
H>:  The more frequently a company engages in opinion shopping, the lower the likelihood

of the firm receiving a going concern audit opinion.
Methods

This study analyzed all non-financial companies listed on the Indonesia Stock Exchange
(IDX) for the 2019-2021 period. Data was collected on the official IDX website, accessed via
www.idx.co.id, and related company websites to download the audited annual financial
statements. The study also made use of the OSIRIS database, which provides audited
financial information across all company sectors, accessible via its official website,
www.osiris.bvdinfo.com. The population for this research comprised non-financial
companies listed on the IDX between 2019 and 2021. Samples were chosen through a
purposive sampling technique based on the following criteria: a) non-financial companies
that did not delist from IDX during the 2019-2021. b) Companies that experienced financial
distress at least once during the observation period of 2019-2021.

In this study, the dependent variable examined was the going concern audit opinion ().
The independent variables included financial distress (X1) and opinion shopping (X2).
Control variables incorporated company size (Xs), liquidity (Xas), profitability (Xs), solvency
(Xe), and ten company sector indices (X7). The going concern audit opinion () refers to the
opinion or conclusion provided by auditors, highlighting doubts about an entity's continuity
in future operations (Fitriani & Asiah, 2018). The going concern audit opinion variable was

measured using a dummy variable approach. Companies receiving a going concern audit

205



JEMA: Jurnal limiah Bidang Akuntansi dan Manajemen, 20(2) 2023, 200-219
http://dx.doi.org/10.31106/jema.v20i2.20747, ISSN (Online) 2597-4017

opinion were coded as 1, while those receiving a non-going concern audit opinion were
coded as 0.

Several key factors are pivotal in assessing a company's financial stability and audit
opinions. Financial distress (X1) represents a situation where a company faces declining or
critical financial conditions preceding bankruptcy or liquidation. The first multivariate model
for predicting bankruptcy was developed by Edward I Altman (1968) for manufacturing
companies. Altman's Z"-score model 11l is considered versatile and applicable to various
types of business domains, including manufacturing, non-manufacturing, private, or public
enterprises (Altman et al., 2017). The formula for the Z”-score model Altman Il1 can be seen
in Model 1. A company's financial stability can be gauged through the Z"-score. A company
is considered to be in the safe zone when its Z"-score is more than 2.60. Conversely, when
the Z"-score lies between 1.10 and 2.60, it indicates that the company is in a vulnerable

position. A Z"-score below 1.10 signifies that the company is in a financial distress zone.

77 =6.56X1 + 3.26X2 + 6.72X3 + 1.05X4 (1)
Whereas,

X1 Ratio of Net Working Capital to Total Assets.

X2 Ratio of Retained Earnings to Total Assets.

Xs: Ratio of EBIT (Earnings Before Interest and Taxes) to Total Assets.

X4: Ratio of Market Value of Stock to Book Value of Total Debt

"Opinion shopping" (X2) signifies the practice where a company changes its auditor after
receiving a "going concern” audit opinion in the prior year. This practice is represented
through a binary variable: companies that switch auditors after receiving a "going concern
audit opinion are coded as 1, while those that do not make such a switch are coded as 0.
Company size (Xa) reflects its magnitude, typically measured by the total assets it possesses
(Model 2), with larger total assets indicating a more stable and robust financial condition.
Liquidity (X4) assesses a firm's capability to meet its short-term financial obligations using
current assets and is proxied by the ‘current ratio’ (Model 3). Furthermore, profitability (Xs)
plays a crucial role, representing a ratio that gauges a firm's gains or losses relative to all
available assets. Here, profitability is approximated using the 'return on assets' (Model 4),
providing insight into how effectively a company's assets generate profits. Lastly, solvency
(Xe) evaluates a company's competence in meeting its obligations, encompassing both short-
term and long-term commitments. Solvency is quantified through the 'debt to capital ratio’

(Model 5), which unveils the extent to which a company's assets are financed by debt.
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Table 1. Sample Selection Results

Year Total
2019 2020 2021
1. Non-financial companies listed in 568 606 639 1.813
the Indonesian Stock Exchange

Number Sample Criteria

2. Delisted companies (6) (6) 1) (13)
3. Companies not experiencing (420) (458) (496) (1.374)
financial distress
Observation number 142 142 142 426
Firm Size = Log natural Total Asset (2)
Current Ratio = Current Assets / Current Liabilities 3)
Return on Assets = Net Income / Total Assets 4)
Debt to Capital Ratio = Total Deby / (Total Debt + Total Equity) ®)
Y =a+ B1X, + B2X, + B3Xs + B4X, + B5Xs + B6Xs + B7X, +e (6)
Whereas:
Y : Audit Opinion Going concern a : Constant
Pr2zass . Regression coefficient Xi23456
X1 : Financial Distress Xs : Profitability Ratio
Xz : Opinion Shopping Xs : Solvability Ratio
X3 : Company Size Xz Industry Sector
X4 : Liquidity Ratio e :Error

According to the Indonesia Stock Exchange (BEI), after the implementation of the IDX-
IC (Indonesia Stock Exchange Industrial Classification), companies are bifurcated into 12
sectors: 11 sector indices and one investment product. This research excludes the investment
product sector, viewing it as a mere additional category for exchange system needs. The
financial sector is also omitted due to the significant balance sheet distinctions present within
financial entities. What might be considered high leverage (normal) for financial enterprises
can be interpreted as distress for non-financial firms (Fama & French, 1992). The ten sector
indices utilized as control variables in this study include the energy sector, basic goods,
industry, primary consumer goods, non-primary consumer goods, health, property & real
estate, technology, infrastructure, and transportation & logistics. These control variables
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employ a dummy representation: 1 indicates the company belongs to the pertinent sector
index, and O denotes otherwise. The analysis technique adopted in this research is logistic
regression. The regression model equation applied to examine the relationship between
financial distress, opinion shopping, and the going concern audit opinion as seen in Model 6.

Result and Discussion

The sample determination process yielded a sample of 142 companies with a total of 426
observation samples, as shown in Table 1. Table 1 indicates that the number of observations
for non-financial companies listed on the Indonesia Stock Exchange for the period 2019-2021
consists of 426 data entries. Table 2 shows that the average value for the going concern audit
opinion stands at 0.354. This figure indicates that 35.4% of the observed companies received
a going concern audit opinion. Financial distress, proxied by the Altman Z”-Score, has an
average value of -1.721, nearing its minimum threshold. This suggests that, on average,
companies exhibit low financial distress values. The mean value for opinion shopping is
0.082, implying that 8.2% of the studied companies engage in opinion shopping. Company
size is proxied using the natural logarithm of total assets. The average total asset value is
approximately 9,656 million rupiah. This figure closely approaches the maximum value for
the company size variable, indicating that among the sampled companies, a significant
number are of considerable size. Liquidity, represented by the current ratio, has an average of
1.532%. This figure is close to the minimum observed data for the liquidity variable,
suggesting that many companies in the sample have limited short-term financial obligations.
Profitability, proxied by return on assets, averages -2.795%. This figure is near the minimum
data point for the profitability variable, indicating that a significant portion of the sampled
companies are operating at a loss. Solvency, proxied by the debt-to-capital ratio, has an
average value of 0.738%. This figure approaches the minimum observed data for the
solvency variable, suggesting that a substantial number of the studied companies have limited
capabilities in meeting short-term financial commitments. Regarding the companies'
classification based on sectors as determined by the Indonesia Stock Exchange (BEI), the
distribution is as follows: 16.2% in the energy sector, 13.4% in raw materials, 9.2% in
industry, 12% in non-primary consumer goods, 23.2% in primary goods, 1.4% in health,
5.6% in property, none in technology, 9.9% in infrastructure, and 7% in transportation and
logistics. For analysis in this study, the STATA statistical application was employed to
examine predictive relationships among variables. Testing was conducted using Pearson's

correlation, logistic regression, and multicollinearity. When observations are not independent
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Table 2. Descriptive Statistics Test Results

Variable N Min Max Mean  Std. Deviation
Audit Opinion Going Concerned (Y) 426 0 1 0.354 0.479
Financial Distress (X1) 426 -537.877 244.016 -1.721 41.279
Opinion Shopping (X2) 426 0 1 0.082 0.275
Company Size (X3) (in million Rupiahs) 426  0.0180 367311 9656 34712
Liquidity(X4) (%) 426 0 38.760 1.5632 2.662
Profitability (Xs) (%) 426 -65.810 73.010 -2.795 13.096
Solvability (Xs) (%) 426 0.01 59.610 0.738 4.042
Company Sector (X7)
1. Energy Sector 426 0 1 0.162 0.369
2. Material Sector 426 0 1 0.134 0.341
3. Manufacturing Sector 426 0 1 0.092 0.289
4. Consumer Goods Sector 426 0 1 0.120 0.325
5. Consumer Staples Sector 426 0 1 0.232 0.423
6. Health Sector 426 0 1 0.014 0.118
7. Property Sector 426 0 1 0.056 0.231
8. Technology Sector 426 0 0 0 0
9. Infrastructure Sector 426 0 1 0.099 0.298
10. Transportation and Logistics Sector 426 0 1 0.070 0.256

of one another, the residual errors will exhibit correlation. In regression models, each
predicted value of an independent variable is assumed to be uncorrelated with the predicted
values of other independent variables. If the residual errors of

For analysis in this study, the STATA statistical application was employed to examine
predictive relationships among variables. Testing was conducted using Pearson's Correlation
Test, Logistic Regression Analysis, Multicollinearity Test, and hypothesis analysis. When
observations are not independent of one another, the residual errors will exhibit correlation.
In regression models, each predicted value of an independent variable is assumed to be
uncorrelated with the predicted values of other independent variables. If the residual errors of

two or more observations are correlated, as indicated by a Pearson Correlation value less
than -0.6 or greater than 0.6, this signifies the presence of autocorrelation or a strong inter-

variable correlation. Based on the Pearson Correlation results presented in Table 3, none of
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the tested variables show symptoms of autocorrelation as their values neither fall below -0.6
nor exceed 0.6. Next, in the logistic regression analysis, a constant value of 0.6 suggests that,
in the absence of financial distress, opinion shopping, and controlling variables, companies
possess a 60% probability of receiving a going concern audit opinion. The Pseudo R? value is
0.342, indicating that the independent variables, financial distress and opinion shopping,
account for 34.2% of the variation in receiving a going concern audit opinion, with a
probability level of 0.00, confirming the model's fitness and rejecting the null hypothesis. The
equation for the logistic regression model above can be written as Model 7.

Y=0.6-0.116 X1 — 0.983 X2 — 0.018 X3 - 0.361 X4 — 0.028 X5 + 3.235 X¢ - 11.887 X7 + e (7)

Whereas:

Y : Audit Opinion Going concern

X1 : Financial Distress Xs : Profitability Ratio
Xz : Opinion Shopping Xs : Solvability Ratio
X3 : Company Size X7 @ Industry Sector
X4 : Liquidity Ratio e :Error

Furthermore, to assess sensitivity, this study also employed linear regression to ascertain
potential variations when substituting the logistic regression model. The findings from this
model are consistent with those presented in Table 4, demonstrating the robustness of the
results across analytical models. The study also conducted a Multicollinearity Test, yielding
an average VIF of 2.89 for the independent variables. This value, being less than 3, indicates
an absence of multicollinearity in the regression model, ensuring a reliable prediction

capability and the distinct contribution of each independent variable.
The Relationship between Financial Distress and Going Concern Audit Opinion

The logistic regression analysis (Table 4) results affirm the study's first hypothesis (H1),
indicating a significant negative correlation between financial distress, represented by the Z-
Score, and the issuance of going concern audit opinions during the COVID-19 pandemic. A
declining Z-Score increases the likelihood of a company receiving a going concern audit
opinion. The empirical examination using the Z”-Score ratio reveals a regression coefficient
of -0.116, signifying statistical significance at the 0.002 level. These findings align with
previous research by Gallizo and Saladrigues (2016), Zdolsek et al. (2019), and others, thus
substantiating the established inverse relationship between financial distress and the issuance

of going concern audit opinions.
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Audit Opinion Going Coef. Robust Std. z P>|z] 95% Conf. Interval
Concerned (Y) Error
Financial Distress (X1) -0.116 0.038 -3.07 0.002 -0.189 -0.042
Opinion Shopping (X2) -0.983 0.605 -3.28 0.001 -3.169 -0.797
Company Size (Xa) -0.018  0.053 -0.34  0.734 -0.123 0.087
Liquidity (Xa) 0361  0.242 -1.49  0.136 -0.835 0.114
Profitability (Xs) -0.028 0.012 -2.32 0.020 -0.052 -0.004
Solvability (Xs) 3.235 0.811 3.99 0.000 1.646 4.825
Company Sector (X7)
1. Energy Sector -1.525 0.546 -2.79  0.005 -2.595 -0.455
2. Material Sector -0.947 0.508 -1.86  0.063 -1.943 0.050
3. Manufacturing Sector -2.504 0.704 -3.56  0.000 -3.884 -1.125
4. Consumer Goods Sector -4.171 0.657 -6.35 0.000 -5.459 -2.884
5. Consumer Staples Sector -1.607 0.461 -3.48 0.000 -2.511 -0.702
6. Health Sector (Omitted)
7. Property Sector 0.616 0.824 0.75 0.454 -0.998 2.231
8. Technology Sector (Omitted)
9. Infrastructure Sector -0.923 0.530 -1.74  0.082 -1.962 0.117
10. Transportation and Logistics -0.826 0.473 -1.75 0.080 -1.753 0.100
Sector
Cons. (o) 0.600 1.164 0.52 0.606 -1.680 2.881

The results reinforce the established notion that issuing a going concern opinion is

inherently controversial, a conclusion supported by an extensive body of research conducted

by accounting scholars (Brunelli et al., 2023). These studies underscore the variability in

results, attributable primarily to international discrepancies in financial reporting standards

(Jaafar & MclLeay, 2007; Kvaal & Nobes, 2010). Criticisms of going concern-related

research further highlight a persistent issue: the tendency to overemphasize qualitative data.

This includes a disproportionate focus on the perceived extent of financial distress at the

expense of quantitative data, such as the formal audit opinion (Myers et al., 2018).

Consequently, this study has been meticulously designed to minimize confounding variables
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within the research period. It specifically concentrates on the period characterized by the
rampant spread of COVID-19 within the Indonesian context. This approach aims to isolate
and examine the profound economic repercussions of the pandemic and how these, in turn,
influence the issuance of audit opinions as a reflection of financial distress. Under conditions
where economic uncertainties precipitated by the pandemic are causing widespread financial
distress, ensuring that the measures and surrounding corporate environments accurately
represent the actual state of financial distress is imperative.

Reflecting on the findings, it is evident that higher degrees of financial distress, as
indicated by lower Z-scores, correlate with an increased likelihood of auditors issuing a going
concern opinion for listed companies in Indonesia during the pandemic. Notably, most
companies in Indonesia seldom receive opinions other than unqualified ones (Krishna &
Nadya, 2020). Consequently, we did not categorize the going concern opinions about the type
of audit opinion received. This unique context makes Indonesia an ideal setting to study the
relationship between financial distress and auditors' issuance of going concern opinions. By
focusing on this distinctive environment, the research offers valuable insights into the
dynamics between financial health and auditor judgment during periods of significant

economic upheaval.

The Relationship between Opinion Shopping Frequency and The Likelihood of a Company

Receiving a Going Concern Audit Opinion

The second hypothesis (H2) asserts that opinion shopping significantly and negatively
impacts the going concern audit opinion. Testing using dummy variables yielded a regression
coefficient of -0.983, significant at the 0.001 level, supporting Hz. This aligns with agency
theory, highlighting management's interest in shaping financial reports to align with
organizational goals, not necessarily those of stakeholders. The information asymmetry
rooted in agency theory provides a loophole for opinion shopping practices. Companies
inevitably aim to avoid the reception of going concern audit opinions due to the potential
undermining of stakeholder trust. The findings bolster the claims of Chung et al. (2019),
Newton et al. (2016) and others, reaffirming the negative relationship between opinion
shopping and the reception of going concern audit opinions. The erosion of trust in corporate
management inevitably influences the company's future viability (Leonard & Trisnawati,
2015). This trust deficit pushes companies to exert pressure on auditors, leading to scenarios

where, post auditor change, companies tend to receive non-going concern audit opinions.
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Financially distressed companies have been observed to possess a significant incentive to
engage in opinion shopping to evade the issuance of a going concern opinion (Chung et al.,
2019). In the context of a pandemic, where most companies are likely experiencing financial
distress, it becomes crucial to examine the relationship between opinion shopping behaviors
and the avoidance of concerned opinions. This examination is particularly important as,
according to Chung et al. (2019), no clear, systematic evidence supports this behavior's
prevalence. Thus, this research aims to contribute to the existing literature by elucidating
whether such a relationship is evident within the Indonesian context. Indonesia presents an
optimal setting for this study due to its distinct environment, where any opinion other than an
unqualified one is considered adverse (Krishna & Nadya, 2020). Consequently, companies
are highly motivated to lobby against the issuance of such opinions (Averio, 2020).

Another critical aspect of this investigation is the quality of auditors about opinion
shopping. Chung et al. (2019) assert that opinion shopping is most likely to occur when
clients transition from higher-quality auditors to lower-quality ones. This is attributed to the
perception that lower-quality auditors are more inclined to yield to client demands. Another
factor to consider is the potential risk of litigation (Kang et al., 2019). With Indonesia
classified as a country with lower litigation risk for auditors, it is plausible that auditors may
exhibit a greater propensity for engaging in opinion shopping.

Moreover, while an ASEAN Briefing article discusses opinion shopping and concern
opinions in Indonesia, it highlights that companies failing to comply with audit and tax
requirements can expect penalties. However, it does not specifically address the litigation risk
for auditors. The mention of penalties and the potential for imprisonment for issuing false tax
and accounting documents suggests that while regulations are in place, their direct impact on

auditors and their effectiveness in practice remain unclear.
Conclusion and Suggestion

This study sought to examine the factors associated with the reception of going concern
audit opinions, with a specific focus on financial distress and opinion shopping, among
companies listed on the Indonesia Stock Exchange for 2019-2021. The primary conclusions
drawn from this research are twofold: Firstly, financial distress, represented by the Z-Score,
maintains a significant negative relationship with going concern audit opinions during the
COVID-19 pandemic. Secondly, opinion shopping also negatively correlates with going

concern audit opinions during this period.
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However, this study has its limitations. It specifically focuses on a timeframe within the
COVID-19 pandemic, characterized by economic anomalies. Therefore, future research is
encouraged to expand its scope to the post-pandemic recovery phase when economic
conditions are presumed to have normalized. Another limitation is the omission of the
financial sector from the study. Subsequent research endeavors might consider focusing on
this sector to understand the factors influencing the receipt of going concern audit opinions.
Furthermore, since this study primarily employs quantitative methodology, future researchers
could consider adopting alternative methodologies, such as qualitative approaches, to delve

deeper into these findings and gain richer insights.
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