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Bakgrund: År 2017 lämnade Riksrevisionen en rapport gällande avskaffandet av revisionsplikten 

för mindre företag i Sverige, vilket trädde i kraft under 2010. Riksrevisionen förklarade i denna 

rapport att lagändringen skapade obalans i Sveriges ekonomi. Detta då det av rapporten framgår 

att större brister i företags bokföring ökat efter att revisionsplikten slopades, vilket främst syns i 

den så kallade högriskindustrin, varav ett förslag vore att återinföra lagstadgad revision för 

samtliga aktiebolag i Sverige i mån att skapa legitimitet hos dessa företag.  

Syftet: Denna rapport är menad att skapa en diskussion hur företag inom högrisk-branscher, i 

detta fall restaurangindustrin, skapar legitimitet jämtemot sina intressenter om de inte längre 

krävs granskas av en revisor. Denna diskussion kommer vara mellan företagare samt av 

författarna utvalda intressenter för att besvara författarnas underfrågor vilket sedan kommer 

besvara rapportens huvudfråga.  

Metod: Det empiriska materialet som ingår i denna rapport har insamlats med en kvalitativ metod 

genom triangulering med en abduktiv ansats. Denna har bestått av semistrukturerade intervjuer 

med företag, banker, Skatteverket, revisorer och redovisare. Svaren har jämförts och analyserats 

med hjälp av författarnas uppställda teoretiska referensram.   
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inhyrning av redovisnings och revisionstjänster som legitimerande då bokföringen har skapats 

indirekt genom rådgivning eller i direkt samspel med en redovisningskonsult samt revisor. Denna 

rapport är menad att skapa förståelse mellan företag och dess intressenter varav denna slutsats ska 
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Abstract  

Background: Riksrevisionen submitted its reports in 2017, regarding the deregulation of statutory 

audit for smaller companies in Sweden that came into force in 2010. Riksrevisionen explained 

that the amendment created disturbances in the Swedish economy. The reason, mentioned in its 

report, is because the deregulation of statutory audit led to a greater number of errors within 

companies’ financial reports, particularly in the high-risk industries. Riksrevisionen suggested 

that statutory audit should be reinstated amongst the smaller companies in Sweden, in order to 

raise legitimacy among these companies.   

Purpose: This thesis aims to create a discussion about how companies within the high-risk 

industries, in this case, the restaurant industry, creates legitimacy towards its stakeholders if they 

are no longer demanded by law to be reviewed by an auditor. This discussion will be between 

companies, banks, Skatteverket and auditors. The result of the dialogue will answer the author’s 

secondary questions, which in turn will answer the main research question of the report.     

Method: The empirical material included in this report has been collected with a qualitative 

methodology, using triangulation with an abductive approach. The empirical data was collected 

through semi-structured interviews with companies, banks, Skatteverket, auditors and 

accountants. The answers given were later categorized by subject. The results were compared and 

analysed with the conceptual framework created by the authors.   

Conclusion and discussion: The dialogue between companies and their stakeholders shows that 

companies may receive legitimacy through other means then letting itself be reviewed by an 

auditor, which remains the outermost legitimising measure. Our conclusion describes that 

companies can receive or maintain legitimacy depending on their past, present or future actions. 

These actions include abiding laws and principles which is shared among the industry and its 

stakeholders but also those creating a better image of the company and its management. The 

stakeholders also view hiring accounting- and auditing services as legitimising as the financial 

reports have been created indirectly through advisement or indirect interplay with an accounting 

consultant or auditor. This report is meant to create understanding between companies and their 

stakeholders whereas this conclusion will contribute to the creation of consensus between 

concerned parties.   

Keywords: statutory audit, auditor, auditing, accountant, high-risk industries, restaurant, 

stakeholders, legitimacy.  
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1 Introduction 

In this chapter, the background concerning the meaning of auditing will be presented as well as 

Sweden’s deregulation of statutory audit and its effect. The background will be followed by a 

discussion about the chosen subject and the purpose of the thesis as well as the authors’ research 

questions that will be answered in the thesis’s conclusion. Lastly the authors will present the 

limitation and outline of the thesis. 

 

1.1 Background  

Historically, the statutory audit was introduced for all companies in Sweden because it created 

security for companies with many shareholders and presented them with reliable accounting 

information. The disclosed information mirrored the company’s financial status and confirmed 

that the financial information produced by a company complied with the existing laws and 

standards. An audit is an external and independent examination of a company and aims to 

increase the reliability of the company’s accounts (Power, 2003). An external audit is supposed to 

protect the interests of both current and future investors, as these investors do not have control 

over the company and its operations compared to a manager or the management of the company. 

During an audit, the auditor would review the company and give an opinion on the financial 

statement. When the auditor approves the financial statement, the company is given a so called 

‘quality stamp’ which ensures the interested parties of the company's legitimacy. The stamp 

confirms that the company's financial statements are free from errors and are reported in 

accordance with accounting standards (Moberg, Valentin, Åkersten, 2014).  

 

Riksrevisionen (2017) describes auditing as necessary for the business community to function, 

because of its vital role which consists of informing, correcting and counter measuring economic 

crime in society. There has long been a debate about the statutory audit for small sized companies 

as the audit has generally been used as a protection mechanism for shareholders. Shareholders of 

larger companies used the audit as a protection mechanism, but the usage of an audit in smaller 

sized companies has long been debated. In small companies, the shareholder is often the manager 

and control over the business leads to a high level of transparency between the shareholder and 

the manager. Therefore, an external audit would not give the same value when compared to a 

larger company, since a review of a smaller company would instead favour external stakeholders 

such as customers, authorities, lenders etc. (Svanström, 2008). In 2010, a new regulatory 

framework was introduced in Sweden, which meant that smaller companies do not need to 

undergo a statutory audit. Companies referred to as “small” must fulfil any two of the following 
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criteria: (1) receive net sales of no more than 3 million SEK in a year, (2) have a total balance 

sheet of 1.5 million SEK and (3) have no more than 3 employees for a company's last two 

consecutive fiscal years (Bolagsverket, 2018). The purpose of deregulating statutory audits for 

these companies was to lessen the burden of administrative costs and to bring Sweden closer to 

the statutory audit thresholds established within the European Union. At present, small 

companies have been given the opportunity to choose the audit services they deem necessary 

(Justitiedepartementet, 2008; Finansdepartementet, 2017). The audit for smaller companies is 

therefore voluntary instead of mandatory. The effects of the abolished statutory audit were 

summarized in a report by Riksrevisionen named “Avskaffandet av revisionsplikten för små 

aktiebolag - en reform som kostar mer än den smakar” (translation: The deregulation of statutory 

audit for small companies – a reform where costs potentially outweigh the benefits) 

(Riksrevisionen, 2017). The report states that the year 2015, among the 291,000 surveyed 

companies, 60 percent chose not to carry out a voluntary audit. The number of companies that did 

not order a voluntary audit was higher than the government expected. Further, Riksrevisionen 

noted that companies that did not go through with an audit varied in different industries but the 

number of companies in cash-intensive industries was over-represented. Cash-heavy industries 

like restaurants, hairdressers, taxi, and construction had earlier been categorised by various 

authorities as high-risk industries. Meaning, that in these industries there is a higher risk of 

financial crimes like accounting fraud and tax avoidance (Brottsförebyggande rådet, 2015). The 

quality stamp previously received through a statutory audit is no longer obligatory, and therefore, 

companies without an annual audit must receive such legitimacy in other ways. Seven years after 

the abolishment of statutory audit the newspaper Balans (2017) published an article named “Allt 

färre företag har revisor” (translation: Fewer companies hire an auditor”), where it was observed 

that among the 435 000 smaller companies that were covered by voluntary audit, 350 000 (80 

percent) of the companies actively avoid the annual audit. The article further stated that most of 

the companies that chose to avoid the audit were established after 2010, while companies 

established before 2010 often chose to keep the annual audit. Peter Thornton commented in an 

article published in Better Business (Gianuzzi, 2010) that the abolishment of statutory audit in 

Great Britain created opportunities for other kinds of services that offered the legitimacy 

previously received by the audit and the quality stamp. Peter expected that audit and accounting 

firms in Sweden would offer other services for ensuring legitimacy for smaller companies that 

actively chose to avoid the audit, therefore making the outcome similar to Great Britain.    

 

1.2 Problematization  

Riksrevisionen (2017) carried out an investigation regarding the effects caused by the 

deregulation of the statutory audit of smaller companies and its findings were later published in a 
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report. The report states that the number of errors found in financial reports produced by smaller 

companies increased drastically which has been described to be the result of companies that 

actively chose not to be audited. The results revealed that a company without an auditor showed 

slower economic growth compared to its counterpart (Riksrevisionen, 2017). Moreover, the 

economic development of these companies resulted in lower tax expenses which could create an 

incentive for some dishonest company owners to reduce their reported financial results. 

Riksrevisionen also verified that earlier desired outcomes like cost savings of companies that 

were permitted to ignore an annual audit were not reached and therefore deregulation of the 

statutory audit to be more damaging rather than helpful in the smaller companies (Riksrevisionen, 

2017). Lastly, the report concluded that most companies where physical money is usually 

exchanged are often associated with a higher risk of financial crime, as they could avoid auditing 

as long as they did not reach regulated thresholds for statutory audit. The result of deregulation of 

statutory audit put many companies within the high-risk industries in danger, as both accounting 

errors or planned accounting fraud may remain hidden, because the auditor no longer have the 

opportunity to find and report these errors (Ekobrottsmyndigheten, 2016a). With this in 

consideration, the Swedish government have had the discussion of reinstating a statutory audit 

but later announced it was viewed not necessary to reinstate an annual audit for small companies 

at the moment (Justitiedepartementet, 2018).   

 

The deregulation of the statutory audit could also put the stakeholders of not audited companies 

at risk, since these stakeholders now must make decisions based on reports that could very well 

contain errors. Even though smaller companies now face lower demands regarding verifications 

of their financial reports, the demand for its legitimacy towards the company’s stakeholders has 

not changed with the deregulation. Therefore, stakeholders could perceive companies that 

conduct an annual audit as more favourable as their financial reporting would be seen as more 

credible (Burgstahler, Hail & Leuz, 2006; Bernard, Burgstahler & Kaya, 2017; Minnis & Shroff, 

2017). Stakeholders that are affected by the deregulation lost the guarantee that the financial 

reports are conducted according to accounting standards (Rezaee, 2005; Ekobrottsmyndigheten, 

2016a).  

 

In conclusion, the auditor’s role would include to create legitimacy and credibility for the 

company and to protect the interests of the company’s stakeholders by decreasing the information 

asymmetry between the two parties (Burgstahler et al., 2006; Bernard et al., 2017). This leads us 

to question how companies that ignore an annual audit create legitimacy towards their 

stakeholders as the relation between these parties have not changed despite the deregulation of 

statutory audit. A company that do not perform an audit still have an obligation to ensure the 
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stakeholders like, towards customers, suppliers, governmental agencies, that their financial 

information is correct (Minnis & Shroff, 2017). Legitimacy will always need to be maintained by 

all companies, no matter what industry they are a part of (Minnis & Shroff, 2017). It would be of 

interest to determinate how the smaller companies within high-risk business maintain legitimacy 

towards their stakeholders.  

 

1.3 Research purpose  

The purpose of this thesis is to examine how the demand of legitimacy from stakeholders is 

fulfilled by companies that are no longer required by law to perform an annual audit. Through a 

discussion with companies, auditors, banks and the Swedish Tax Agency (Skatteverket) we wish 

to explore the kind of legitimacy that needs to exist for the company without statutory audit and 

how legitimacy can be fulfilled.  

 

1.4 Research questions  

The research questions the authors are meant to answer at the end of this thesis will consist of one 

main question, followed by four secondary research questions which are designed for each 

particular group of interviewees. By answering the four secondary questions the authors will 

answer the main research question. The analysis of the data from the secondary and main 

research question have led to us to conclude with a question: In what way can the statutory audit 

be designed for small companies in a high-risk industry? We consider his question important as it 

is a consequence and contribution of our analysis leading the different groups to further discuss 

the type and need of a statutory audit beyond this study.   

 

Main research question  

 How can small companies within a risk-high industry increase their legitimacy after the 

deregulation of the statutory audit?   

 

Secondary research questions   

 In what way are the auditors and accountants viewed as a source of legitimacy for small 

companies in a high-risk industry?  

 How do banks consider small limited companies in a high-risk industry legitimate after 

the deregulation of the statutory audit?  

 How does Skatteverket consider small companies in a high-risk industry legitimate after 

the deregulation of the statutory audit?  
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 What do auditors and accountants recommend for small companies in a high- risk 

industry to do for increasing their legitimacy in the absence of a statutory audit? 

1.5 Delimitations of the thesis  

While the thesis subject is based in business administration, the purpose is to evaluate actions that 

result in maintaining or increasing corporate legitimacy, therefore the authors have decided to 

limit the study to auditing and other legitimating actions towards corporate stakeholders.   

These empirical findings will consist of five corporate owners in the high-risk industry, exclusive 

to the restaurant industry, which is considered a cash-industry where physical money is often 

exchanged. The stakeholders will involve primary and secondary stakeholders mentioned in 

previous research and consists of personnel from three individual banks and personnel from the 

Swedish Tax Agency. A company could, according to earlier research, secure legitimacy by 

recruiting an auditor or accountant and as the purpose of the thesis is to evaluate legitimising 

actions, the empirical findings will also consist of the opinions of three accountants or auditors 

from three individual firms. Therefore, the total number of interviewees, pre-determined by the 

authors, consisting in the empirical findings will be twelve. Because the thesis is a qualitative 

study, each interviewee must be given enough time to be analysed, therefore a greater number of 

interviewees could result in a lower quality of the analysis and conclusion due to the authors time 

restrictions. The study was also performed during the spring term of 2018 and limited to the 

county of Skaraborg, Sweden, due to limitation of transportation and financial means. Therefore, 

the result and conclusion presented could only be representative for this study and generalisation 

should be avoided, by comparing explained situations under different circumstances, then 

presented in this study.   

 

1.6 Outline of the thesis  

The conceptual framework in chapter 2, will explain definitions and theories to give the reader 

further understanding of used terms, but will also demonstrate studies explaining how to receive 

and maintain legitimacy. Chapter 3 will present the used methodology, discussions of the chosen 

subjects and ethical perspectives. In chapter 4 the authors have presented the empirical findings 

that include answers gathered during performed interviews, which in turn will be analysed in 

chapter 5 using the conceptual and theoretical framework. Lastly, the conclusion of the study will 

be presented in chapter 6 followed by the authors reflections, ethical position and suggestions for 

future research.  
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2 Conceptual and theoretical framework  

The conceptual framework will first introduce definitions that are essential to understand the 

continuing discussion, afterward there will be a short presentation of the authors’ literature 

review and chosen theories. Together the theories and the literature review will contribute to the 

understanding and analysis of the collected empirical data.  

2.1 Definition of concepts 

In this section the authors will present important concepts that will be used in this thesis. Small 

companies and high-risk industries are two terms often used in the thesis and may differ to non-

Swedish speakers which is why it is important to clarify the definitions used in this report. The 

thesis will discuss and analyse the term legitimacy; therefore, it is important to give the reader a 

basic description of the word and its meaning.   

 

2.1.1 Small companies  

While the European Commission has given a recommendation for what is defined as Small- and 

Medium sized Enterprises (SMEs), the authors of this thesis have chosen not to use it, but instead 

use a definition based on Bolagsverkets (2018) definition. Since this thesis discusses the statutory 

audit formally used in Sweden it is necessary to use a definition for a small enterprise or 

company based on the criteria used for determining audit obligation. The three thresholds are as 

follows:   

• the company should not have more than 3 employees (on average)   

• the company should have more than 1.5 million kronor in balance sheet total   

• the company should have an annual turnover of more than 3 million kronor.   

A company does not need to be audited if it does not fulfil any two of the thresholds mentioned 

above for the last two consecutive fiscal years.   

 

Several studies have pointed out that there is a big difference between the role of audit in a small 

company and a big large public company (Fama & Jensen, 1983; Ball & Shivakumar 2005). 

Naturally, large public companies have more stakeholders such as shareholders to satisfy and 

they are usually the primary users of financial information for large companies. In large public 

companies, the shareholders are not involved in the daily operations and management of the 

companies. As such, the amount of information shareholders has about the companies is not the 

same as the amount of information the managers have about the companies. Usually, managers 

have an advantage over shareholders since the managers have more access to information than 

the shareholders (Langli & Svanström, 2013; Beaver & Prince, 2004; Jensen & Meckling, 1976; 
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Ball & Shivakumar, 2005). Furthermore, several studies pointed out that big public companies 

are also more heavily scrutinized by their stakeholders and their need for legitimacy is grounded 

in a wider amount of both internal and external stakeholder groups (Salleh, Rose, Kumar & 

Jaafar, 2008a). This situation is different in small companies. In small companies, the 

shareholders, if there are any, are often the managers or owners of the companies as well.  

Because the managers and shareholders are the same person there exists no information 

asymmetry (Ojala, Collis, Kinnunen, Niemi & Troberg, 2016; Tabone & Baldacchino, 2003). In 

spite of this, small companies still require some form of legitimate and credible assurance. For 

example, when they apply for a loan from the bank or intend to attract investors. Previous studies 

show that the primary users of financial reports produced by small companies are governmental 

bodies, banks and creditors (Berger & Udell, 2006; Ojala et al., 2016; Minnis & Shroff, 2017). 

Despite the fewer number of stakeholders in small companies, the need for legitimacy still exists, 

because it is often used in order to acquire resources from the stakeholders and therefore need to 

secure a positive relationship with several important stakeholders like; the bank, the 

governmental authorities, suppliers, customers (Kliatchko, 2008; Minnis & Shroff, 2017; Watts 

& Zimmerman, 1983; Tabone & Baldacchino, 2003).  

 

2.1.2 High-risk industry 

The high-risk industry is a term used by Korsell and Norlin (2015), which describes certain 

industries with overrepresented amount of financial crime. Examples of economic crime can 

include; not reporting the correct amount of profit by either over-reporting expenses or under-

reporting revenues, resulting in incorrect amount of corporate tax. Industries that are considered 

to a part of the high-risk industry are often connected to a higher level of cash management, 

meaning the number of payments in cash, checks, debit or credit cards are higher compared to 

other industries. Hairdressing, retailing, taxi services, restaurants etc. are some industries that are 

considered by Brottsförebyggande rådet (2015) to be high-risk since these are cash-intensive 

industries. One of the consequences of financial crimes are that the company does not pay the 

right amount of taxes which in turn affects the overall total welfare in Sweden and this creates an 

unfair market for the companies that comply with the Swedish law, i.e. those that report and pay 

taxes honestly (Skatteverket, 2018a; Korsell & Norlin, 2015).   

 

Riksrevisionen (2017) published its report about the consequences of the introduction of the audit 

exemption for small companies. In addition, the report detailed how the change in law affected 

the authorities’ work against financial crime. The report also states that among the 291,000 

surveyed companies, 60 percent chose not to carry out a voluntary audit after the introduction of 

the audit exemption. The number of companies that chose not to conduct an audit varied between 
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different industries, generally, the companies that have chosen not to conduct an audit has been 

between 23 and 27 percent. However, the Audit Board confirms that companies in cash-intensive 

industries (high-risk industries) including restaurant industries were overrepresented (i.e. highly 

represented) in the category of not wanting to conduct an audit (Riksrevisionen, 2017; 

Ekobrottsmyndigheten, 2016b).   

 

2.1.3 Legitimacy  

Suchman (1995) defined legitimacy as; “a generalized perception or assumption that the actions 

of an entity are desirable, proper, or appropriate within some socially constructed system of 

norms, values, beliefs, and definitions.” 

 

The quote from Suchman describes that to ensure its survival in the market a company acts to 

assure other actors that it has a right to exist. Legitimacy is by Maurer (1971) perceived as a 

resource necessary for a company that wants to secure other resources like materials, inventories, 

workforce, and opportunities often in sales or image. Dowling and Pfeffer (1975) further develop 

legitimacy by including cultural consensus, according to them a company is seen as legit 

whenever the values or actions of a company is viewed as acceptable in a larger social system. 

Therefore, legitimacy has often been discussed as essential for securing both the survival and the 

prospects for a company (Lindblom, 1993).  

 

Lindblom (1993) suggest that an organisation that wants to be perceived as legit (status) seek 

several types of legitimacy (resource), all with distinctive characteristics. Three distinct types of 

legitimacy by Suchman (1995) are;  

 

Pragmatic legitimacy; which relies upon self-interests of an organisation. This type of legitimacy 

is often described as a ‘business case’. There are three separate ways a company would gain 

pragmatic legitimacy. The organisation obtain legitimacy when another organisation supports its 

decisions, often to collect benefits created by the decision (Suchman, 1995). Thomas and Lamm 

(2012) develops this description by stating that the organisation must ask “is there a business 

case for engaging in an action?”. Marton, Petterson and Lundqvist (2016) points out that a 

shareholder invests funds in a company because the shareholder hope to receive future benefits 

by dividends. Another alternative is when an organisation is given support, not because of future 

benefits, but the supporter believes them to response to their larger interests (Suchman, 1995). A 

larger interest presented by Thomas and Lamm (2012) is better reputation, image, and reduced 

risk of legal actions. The third way is legitimacy through support because of good attributes the 

surrounding world believe that the organisation has. Good attributes could be related to 
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personality attributes that is desirable by society, examples are trustworthy, loyal etc (Suchman, 

1995). 

 

Moral legitimacy; depends on if the actions of the organization is judged to be moral. This 

perspective is meant to estimate organizational activities and values that correspond with the 

current values and norms of society (Donaldson & Dunfee 1994). If the organization breaks the 

rules of a political or economic system because of immoral reasons, then the moral legitimacy is 

jeopardized (Suchman, 1995). According to Suchman (1995), moral legitimacy originates from 

activities intended for displaying other needs than self-interest. Thomas and Lamm (2012) futher 

developed moral legitimacy, by mentioning it derives from norms and is therefore not entirely 

based on received benefits. They define moral legitimacy by asking the question “Is it the right 

thing to do?”.  

 

Cognitive legitimacy; is obtained when an organization pursues goals that is perceived by society 

as proper and desirable (Suchman, 1995). Cognitive legitimacy is created by either “taken-for-

granted” or “comprehensibility”. Taken-for-granted legitimacy is considered the most subtle and 

powerful form of legitimacy, as organizations that create this form of legitimacy are perceived by 

society, as necessary. Therefore, no other organization can replace its role and contributions to 

society, the organization is therefore able to handle an “impossible task”. By impossible task 

meaning that it is impossible to all other organizations except itself. That is why taken- for-

granted is the most powerful source of legitimacy and is therefore the least attainable for 

company managers (Suchman, 1995). Legitimacy created by comprehensibility involves 

individuals creating knowledge through commitments or structures of experiences amid a chaotic 

universe. An organization could gain legitimacy through being perceived as inviting or attractive 

by understanding and adapting to the requirements of several important actors in society, 

establishing they are both meaningful or predictable (Suchman, 1995).  

 

2.2 The deregulation of statutory audit in Sweden, and its effect on the high-risk 

industries   

To manage the high-risk industry and lower number of crimes connected to it, the Swedish 

Parliament decided to introduce the obligatory licensed cash-register (Skatteverket, 2018a). The 

licensed cash-register requirement came into force on January 1, 2010, which affected thousands 

of small companies within the high-risk industries. By legal requirements, any company in the 

high-risk industry need a licensed cash-register to document the company’s daily operation 

(Skatteverket, 2018a). In addition, the licensed cash-register is designed to be controlled by 

employees from the Swedish Tax Agency (Skatteverket), who according to the law “Lag om 
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kassaregister m.m” can conduct unannounced visits to ensure the licensed cash-register is 

handled properly and it fulfils requirements stated by Swedish law (Skatteverket, 2016). 

Information given by the register would be judged by employees from Skatteverket, if the 

evaluation shows suspicious behaviour then Skatteverket may choose to conduct an in- depth 

audit. Skatteverket will, in the audit, review the financial accounts to confirm that the information 

is correctly reported (Skatteverket, 2014). 

 

These regulations set by the Swedish Parliament and overseen by Skatteverket is a representation 

of norms in the Swedish Society. The regulations are perceived by the Swedish Parliament to be a 

tool to maintain legitimacy in high-risk industries (Skattteverket, 2016; Suchman, 1995; 

Lindblom, 1993). A misstatement in the company accounting system will result in the wrong 

amount of corporate tax, which in turn affects the welfare in Sweden and contribute to an unfair 

market, since companies that comply with the Swedish law pay the right amount of company 

taxes (Skatteverket, 2018a; Korsell & Norlin, 2015). If a company fail to manage the licensed 

cash-register by manipulating or abstaining from it, the requirements set by society are not 

upheld. Skatteverket will through the cash-register discover that the company is to be seen as not 

‘conforming to the values of society’ resulting in the company to be perceived as not ‘legit’ 

(Lindblom, 1993; Gray, Owen & Adams, 1996).  

 

Besides the mandatory cash-register, Skatteverket used the statutory audit to ensure that all 

company’s financial information was secure, and it reflected the company’s financial situation. 

According to Rezaee (2005) a conducted audit lowers the risk of financial fraud resulting in 

higher efficiency in the market, because the financial report produced by the company become 

trustworthy and would therefore bring more economic benefits. One of the main reasons for 

deregulating statutory audit in Sweden was to lessen the burden of small companies due to the 

administration cost, caused by the audit (Justitiedepartementet, 2018). In recent years, several 

reports, and articles about the effect of abolished statuary audit has been published. A study by 

Riksrevisionen (2017) with results based on information collected 2015, showed that among the 

291 000 surveyed companies about 60 percent actively chose to not order any auditing services. 

In industries defined by Bolagsverket (2018) as ‘high-risk’, 59.7 percent of the surveyed 

companies who chose not to conduct an audit. In comparison to other industries that had a 

general percentage of 23 percent to 27 percent, the numbers from the high-risk industries were 

over represented (Riksrevisionen, 2017; Ekobrottsmyndigheten, 2016b). In addition, 

Riksrevisionen (2017) points out the difficulty of reviewing the high-risk industry and describes 

the licensed cash-register was one resource to make the reviewing more efficient but the amount 

of companies in high- risk industry is too many. The unannounced visits by Skatteverket are not 
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enough to cover all companies and therefore the chance of controlling the companies with 

misstates, both conscious and unconscious errors, are small. In another report presented by the 

Justitiedepartementet (2018), the results showed companies that choose not to conduct an audit 

did not have the expected economic growth compared to its counterparts. Therefore, companies 

in high-risk industries are today deemed as even more risky than before the abolishment of 

statutory audit and did not receive enough economic benefits (Riksrevisionen, 2017).  

 

In conclusion Riksrevisonen (2017) suggested that the statutory audit should be reinstatement, as 

the deregulation did not create enough benefits in form of growth and instead increased the risk 

of financial crimes like fraud. In comparison, Okat (2016) wrote a study about the weaknesses of 

relying on the audit as the main form of defence against financial crime. He underlines that to this 

day; many financial crimes are yet to be discovered by an auditor, because fraud in general is 

difficult to identify. He further points out that the individual being audited potentially learn how 

to exploit the weaknesses of the auditing method, since the method of auditing is usually the 

same each and every year. This is in line with previous results by Fellingham and Newman 

(1985), as they suggest that a manager will not perform economic crime in areas that are often 

target for the auditor to review, therefore the audit is mostly efficient for companies with 

unconscious errors and not conscious ones. Salterio (2008) in a similar opinion, he argues that 

companies who are dealing with fraud to a lesser extent will be discovered by the statutory audit 

and the auditor should instead adapt more audit strategies towards prevention and detection of 

fraud. Okat (2016) further suggest that one way to deter a fraudster would for the auditor to 

randomize the choice of methodology, which could be compared to the unannounced visits 

performed by Skatteverket (Okat, 2016; Skatteverket, 2018a). In conclusion, previous studies 

show that a reinstatement of statutory audit would to a greater extent solve unconscious errors but 

not discover errors that are conscious like tax fraud, which high-risk industry is known for.   

 

2.3 The auditor- a source of legitimacy 

The auditor is often used as tool by a company for establishing a good relationship with its 

stakeholders, due to the information asymmetry between both parties. Stakeholders do usually 

not have the same insight of the company's finances beyond the published reports, which could 

be interpreted as information asymmetry, meaning they cannot judge the reports correctness 

compared to company management (Minnis & Shroff, 2017; Watts & Zimmerman, 1983; Tabone 

& Baldacchino, 2003). Since 2010, small companies must have an audit performed if they 

reached the regulated size criteria. For companies who do not reach these criteria's, may therefore 

choose whether to have their financial information audited or not. This does not mean that 

companies cannot see the benefits of minimizing information asymmetry by perform an audit, 
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which would be in line with Johansson, Johansson, Marton and Pautsch (2013). The authors point 

out that accounting and auditing to a greater extent is meant to create benefits between two 

parties by creating audit quality. DeAngelo (1981) explains audit quality as follows:   

 

“The market-assessed joint probability that a given auditor will both (a) discover a breach in the 

client’s accounting system and (b) report the breach” (p.117) 

 

Rezaee (2005) agrees and further develops this statement by mentioning that an external auditor 

has often been considered responsible for discovering misstatements in the financial statements 

caused by errors and fraud. When the auditor provides its auditor report regarding the company, it 

shows that they follow the laws and standards issued by selected regulators, thus ensures the 

stakeholders that the company is properly managed and well documented (Moberg et al., 2014; 

Svanström, 2008; Tabone & Baldacchino, 2003). To further improve the quality of the audit, the 

auditors perform audit assignments according to three guidelines; impartiality, independence and 

to be objective in their statements (Vanasco, Clifford, Skousen & Santagato, 1997). To make it 

possible for the auditor to make a fair review and give an informed opinion, there is no room for 

uncertainties. Therefore, a well-developed control system is of great importance to auditors, as 

their assessment is based on documentation done by companies (Collis, 2010; Kamarudin, 

Abidin, & Smith, 2012).  

 

As of today, there is no Swedish regulation which explains the definition of statutory audit, 

instead the Swedish government have focused on regulating the duties of the auditor 

(Justitiedepartementet, 2008). According to the paragraph 3 Section 9 Aktiebolagslagen as well 

as the paragraph 5 Revisionslagen, the auditor is meant to audit a company’s financial reports as 

well as review management and conclude the result in an audit report. The audit report includes 

recommendations regarding the corporation’s financial statement and balance sheet as well as 

discharge of board members and Chief Executive Officer (CEO). This report is addressed 

primarily to shareholders during the annual general meeting, but it is also of importance for the 

corporate stakeholders (Skatteverket, 2018b; FAR, 2018). The auditor should to the greatest 

extent audit the corporation according to good auditing practice. This means that the audit should 

be performed with a professional scepticism. The concept of “good auditing practice” is meant to 

be seen as a norm and fill out regulation that could not be further specified because of its 

complexity and also regulation that often face small changes (Artsberg, 2005).  According to 

FAR (2018) the word often associated with good auditing practice is credibility, meaning that an 

auditor should be competent, maintain a professional secrecy by securing its independence.  
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Several studies have been published about the auditor’s independence and the effect on auditor’s 

quality, of them two studies showed that declining independency result in lower audit quality. 

Consequentially, diminished auditor independency led to reduced protection against manipulation 

of accounting and misstatement (Crockett & Ali, 2015; Said & Khasharmeh, 2014). Crockett and 

Ali (2015) study presented the auditor’s independence as a valuable resource that would affect 

the audit quality. They describe the financial scandals such as Enron and WorldCom, as 

consequences due to lack audit quality caused by diminishing auditor independency. An auditor’s 

independence should therefore be critical for the validity of the audit profession and a 

cornerstone of the audit environment as this is crucial for public confidence in financial reporting 

(Said & Khasharmeh, 2014). Because of the many financial scandals such as Enron and 

WorldCom, regulators and accounting bodies around the world have come up with new 

guidelines and regulations to improve audit quality (Crockett & Ali, 2015). In conclusion to this 

discussion the auditor's independence are important for securing the credibility of the audit.  

 

2.4 The reason for being audited and other ways to get legitimacy  

Previous research show that the audit's role and the benefits given by auditing differ according to 

whether the company is a large public company or if the company is a small company (Langli & 

Svanström, 2013). Niemi, Kinnunen, Ojala and Troberg (2012) discussed two factors why audit 

differs in small companies when compared to larger companies. These factors are that an audit 

could be more beneficial depending if the company are included on the stock exchange or if the 

ownership is spread. Spread ownership usually occurs when a company is global, resulting in 

many shareholders from different countries, meaning the shareholders use the financial statement 

for information and decision making. The reason for this is because the shareholders of a large 

public company are not involved with the daily activities or the management of the company 

compared to a shareholder of a small company (Fama & Jensen, 1983; Beatty & Harris, 1998). 

As such, the shareholders rely on the information in the financial reports, but the information is 

not as extensive as information contained by company management (Fama & Jensen, 1983).  

Jensen and Meckling (1976) explain that audits play an important role in assuring shareholders 

who are remote from management and cannot verify the information given to them. This rarely 

exists in small companies because the manager and shareholder are often the same person. 

Beaver and Prince (2004) reached the same conclusion when they investigated issues related to 

the company's type of ownership, confirming that problems associated with the management of 

larger companies could not be linked to smaller companies. Langli and Svanström (2013) have 

found similar results in their studies, meaning that the fact that the companies are owner-led are 

decisive regarding the benefits that the company will receive from auditing, statutory or 

not. Ojala et al. (2016) argue that the main reason for companies to have a voluntary audit is if 
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companies need tax credibility, need to ensure the security of supply of goods or services from 

creditors, there is dispersed ownership or if the company is in financial distress.  

 

An important corporate stakeholder mentioned by Ojala et al. (2016) is the bank as it may 

evaluate loan applications and could therefore demand some form of security, which often takes 

the form of an audited report (Armstrong, Guay & Weber, 2010; Blackwell, Noland & Winters, 

1998; Berger & Udell, 2006; Christensen, Nikolaev & Wittenberg-Moerman, 2016; Rezaee, 

2005). The reason for this is because banks do not have the same insight or information regarding 

the company's activities and accounts and can therefore not guarantee that the information 

provided is free from errors nor complies with laws and regulations. In position of power, 

companies can be seen as undermined by banks, which takes the form of decision makers as the 

bank could decline a loan application (Melumad & Thoman, 1990). Lisowsky, Minnis and 

Sutherland (2017) contradict earlier statement based on their study that banks could base its 

decision by reviewing other reports such as income declarations or accounts with smaller 

verifications instead of an audited annual report. According to Niemi et al. (2012) another 

stakeholder of the small companies that is interested in the accuracy the company’s financial 

annual report is the government. One of the social responsibilities of a company is to pay their 

amount of taxes to the state, providing the funds for public services such as healthcare, education 

and infrastructure. Tax evasion has been branded by society to be immoral and unethical practice 

that undermines the very integrity of the tax system (Foster Back, 2013). Therefore, it is in the 

best interest of the government to ensure that small businesses are legitimate and operate within 

the regulations and recommendations according to accounting standards. As a government body, 

Skatteverket seeks to prevent economic crime and is seen as a tool for finding shortcomings in 

annual reports and the company’s finances (Skatteverket, 2018a). Lundberg mentioned that the 

way of conducting or creating regulations for companies is to punish them when they do not 

follow regulations and to make it easy for companies to get it right from the beginning. He states 

that an auditor is supposed to be a guardian, but they are not supposed to be the only measure 

(Ekobrottsmyndigheten, 2017). 

 

Another reason to why audit is not as beneficial for smaller companies is the difference in 

documentation systems. According to previous research, the auditor is limited by the 

documentation system, because the auditor only reviews what has been documented. As 

inconsistencies can only be found if there is documentation for the auditor to review (Salleh, 

Rose, Kumar, & Jaafar, 2008b) However, often small companies do not have a well- managed 

documentation system due to poor internal control and limited resources and capabilities (Collis, 

2010; Kamarudin et al., 2012; Salleh et al., 2008b). Making the audit for the small business both 
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costly not efficient and only conducted due to law requirement (Collis, 2010; Kamarudin et al., 

2012). According these studies, audit fee for a small company would be a financial burden, not an 

investment and without any benefits in return for the company (Collis, 2010; Kamarudin et al., 

2012; Salleh et al., 2008b).  

 

These discussed issues are often the primary concerns associated with audit deregulation. The 

purpose of deregulating statutory audits for small companies in Sweden was to lessen the burden 

of administrative costs and to bring Sweden closer to the statutory audit thresholds established 

within the European Union (Justitiedepartementet, 2008; Finansdepartementet, 2017). Salleh et 

al. (2008a) contradicts these former researchers and believes that there are several benefits of 

auditing even in small companies, which can be linked to fraud detection as well as improved 

decisions based on correct financial inflection. Niemi et al. (2012) developed the view of Salleh 

et al. (2008a) says that there are several reasons to voluntarily hire an auditor among small 

companies, as these areas are too complex for the owner to manage themselves. The reasons are 

to gain better control of its financial statement, to create more stable control systems and finally 

create better stakeholder relationships. If the auditor is removed, then there needs to be a 

replacement by something equivalent that will ensure that the financial information is honest, fair 

and true which is meant to prevent economic crime (Ekobrottsmyndigheten, 2017).   

An alternative to avoid errors in the company’s financial reports was mentioned in the proposal 

“Frivillig revision” (Trans: Voluntary Audit) resented by the Swedish government 

(Justitiedepartementet, 2010). According to the proposal, companies who choose not to be 

audited would instead invest the saved capital in hiring an external accountant or other 

nonregulated audit services noted in other Nordic countries. An accountant could in this regard be 

viewed as replacement for the auditor which would also benefit the companies, as the accountant 

would most likely charge a lower fee compared to an auditor (Justitiedepartementet, 2010). 

Niemi et al. (2012) opposes this proposal as an accountant could chose to act according to her 

own interest and therefore recommend that companies who employ an accountant also employ an 

auditor to review the accountant’s work. The reason for this is because the auditor is viewed as an 

external and independent party for the company, which differs from the role of the accountant 

who conducts the bookkeeping.  

 

2.5 The Stakeholder theory    

It is often perceived that the purpose of a company is to create as much value as possible for the 

shareholders. The Stakeholder theory suggest that while shareholders are important, the company 

also needs to co-exist in its environment and it does so by creating value for other interested 

parties, also described in this theory as a stakeholder (Deegan & Unerman, 2011; Thomasson, 
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Arvidsson, Carrington, Johed, Lindquist, Larsson & Rohin, 2013; Branco & Rodrigues, 2007). 

Freeman and Reed (1983) together with Frostenson (2015) defined a stakeholder as; a group or 

individuals who can affect the success of a company’s objectives or is affected by the company’s 

achievements. These stakeholders could be divided into either external or internal (Schultz & 

Schultz, 1998). As show in figure 1; the external stakeholders consist of managers, owners and 

employees and the external stakeholders consists of everyone who is not a part of the internal 

stakeholders (Schultz & Schultz, 1998; Kliatchko, 2008). Building and developing positive 

relations between the company and its internal and external stakeholders determine the 

company’s success (Kliatchko, 2008; Freeman, 2010).  

 

           
Figure 1 Company Stakeholders 

 

Because these groups of stakeholders cover many different people with different interests or 

demands, Clarkson (1995) divided the stakeholders into primary and secondary stakeholders.  

According to Clarkson (1995), primary stakeholder is a group that the company depends on for 

‘continued survival or participation in the market’. Meaning that if a company does not have the 

support of these groups then the company itself would cease to exist. Examples of primary 

stakeholders, shareholders, investors, employees and even governments. While the secondary 

stakeholders are defined as a ‘groups that influence or is influenced by the company but are not 

engaged in transactions with the company and is not essential for its survival (Clarkson, 1995). 

Examples of secondary stakeholders are; the media, competitors or environmental groups. 

Therefore, these groups will be able to affect the success of the company, but their support will 

not be essential for the company’s survival (Clarkson, 1995).  
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This view of secondary and primary stakeholders is conflict with Freeman (1984) who 

highlighted that a company must prioritize all stakeholders no matter if or how they benefited a 

company or not, this is the ethical branch of stakeholder theory. The ethical branch of 

stakeholder theory explains that all stakeholders have minimum rights to information and that a 

company must should provide information about how their actions affect the different groups. An 

example would be that a company should inform a community how their pollution affects the 

community’s environment. The ethical branch of Stakeholder theory has often been described as 

the ‘ideal’ way that a company should act but several studies have shown that this is not always 

the way a company actually acts (Donaldson & Preston, 1995).  

 

Clarkson (1995) further commented that it is not possible to please all stakeholders, therefore, a 

company must prioritize the primary stakeholders because without them there no future for the 

company in the market, this is considered to be the managerial branch of stakeholder theory. 

Ullman (1985) had a similar view in an earlier study, as he commented that some stakeholders 

need to be prioritized by companies and that their interests and objectives must be taken into 

consideration by the manager of a company. This perspective views the more important the 

stakeholder is to the organisation; the more effort will be put into creating a positive the 

relationship with the stakeholder. In order to be approved by a primary stakeholder the company 

can use information to show the stakeholder that they work towards a similar or same goal. 

Therefore, the expectations from different stakeholder groups will impact on the actions and 

disclosure policies of the company (Bailey, Harte & Sugden, 2000). Often the importance of the 

stakeholder is connected to degree of control over resources that a company needs to function, 

the importance of the resource determines if the demands of a stakeholder will be fulfilled. 

(Ullman, 1985). Therefore, a profitable and successful company is one that can balance many 

groups of stakeholders. 

 

This would be in line with the study of Rausch (2011) who used Stakeholder theory when 

studying managerial decision-making and what consequences result from management 

accounting by inherent conceptions of managerial decision-making behaviour. The research of 

Rausch was meant to examine how management decisions affect shareholders and stakeholders. 

Stakeholder theory is also often used when discussing Corporate Social Responsibility (CSR) as 

companies often must consider stakeholders while constructing strategies. These strategies could 

refer to sustainability and profit, therefore, companies may choose whether they should focus on 

profit, taking shareholders into consideration or sustainability which may affect external and 

internal stakeholders. For example, according in a study by Garvare and Johansson (2010) while 

studying management and sustainability, they emphasise that it is important to identify all 
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stakeholder. By not doing so an organisation can fail, by identifying an important stakeholder for 

just an interested party. This is similar to the theme of this thesis where restaurant owners may 

choose to focus on their external or internal stakeholders. The purpose of this study is to find out 

how the demand of legitimacy form stakeholders is fulfilled by companies who no longer 

required by law to perform a statutory audit. To find out how a company fulfils a demanded the 

authors need to identify the stakeholder that is displaying the demand. This is because smaller 

companies prepare their information to be read by a certain interested party, defined by this 

theory as stakeholder. The authors will therefore use this theory to analyse and identify types of 

stakeholders. 

 

2.6 The Legitimacy Theory    

Legitimacy theory explains the relationship between an organisation and the society in which it 

operates (Abbot & Monsen, 1979; Heard & Bolce, 1981; Patten, 1991; Ramanathan, 1976). The 

theory is based on a concept known as a ‘social contract’, to fulfil social contract an organization 

conducts its operation according to expectations given by society (Mathews, 1993).  

By acting according to the social contract, the organization receives a status as ‘legit’ (Gray et al., 

1996; Deegan & Unerman, 2011). Lindblom (1993) further describes that a legit organization 

exist, when the value system is identical to the values of a larger social system in which the 

organization is a part of. Suchman (1995) argued that legitimacy is a generalised perception or an 

assumption that the company actions are desirable, proper, or appropriate within socially 

constructed system, norms, beliefs, and definitions. He underlines that some organisations are 

‘legit’, but the value system is not congruent with society’s values. He makes a distinction 

between ‘perceive’ and ‘acting’, by information disclosure the organisation can control the type 

of material and limit the amount of information that shows the difference between the 

organisation’s actual values and socially accepted values. A legit organization could be given a 

status as ‘legit’ even if its actions are not desirable or proper. Suchman (1995) reaches the 

conclusion that many organizations diverge from social values but because of information 

disclosure the actions are never noticed by society. Frostenson (2015) develops the former study 

of Suchman by adding that an organization continuously try to achieve acceptance by the 

surrounding world, because acceptance would give it a license to exist and operate. A change in 

the values and norms of the surrounding world could result in a friction between the organization 

and society, adventuring the organizations status of ‘legit’. 

 

In legitimacy theory, legitimacy has also been described as a resource (O’Donovan, 2002). 

Lindblom (1993) points out that legitimacy is essential for a company’s survival because it is 

necessary to obtain other resources. An organization with enough legitimacy attracts labour, 
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customers, supplies etc (Lindblom, 1993). Like other resources, legitimacy is earned and because 

it is a vital resource, an organisation develops strategies to ensure a continued supple of it 

(O’Donovan, 2002). This view of legitimacy theory puts the organization a continued state of 

reliance to the surrounding world and presents a perspective of advantages that a legit company 

has. An organisation that lost supplies due to society’s changing social values, likewise lost 

legitimacy because the values of society and the organisation is no longer the same. The 

organization did not adapt to the changes and will therefore not gain the supplies needed for daily 

operations. Because the supplies are necessary for the organization to function, the organisation 

need to increase the resource legitimacy, and it does so by adapting the strategy to the new social 

values (Dowling & Pfeffer, 1975). 

 

An organization has several reasons to become legit and the motivation of an organizations desire 

to be legit will determine the value, effect, and difficulty of the legitimising efforts. Two 

important dimensions presented is the distinction of seeking passive or active support and 

pursuing continuity and pursuing credibility. (Suchman, 1995). 

 

Passive versus active support: With this perspective, legitimacy is based on the support an 

organization is seeking. By following conditions and activities considered to be ‘enough’ for 

securing the existence of an organization, it complies with the minimum requirements given by 

the surrounding world. The demand of legitimacy is therefore low and includes activities that are 

uncomplicated which results in a low degree of legitimacy (DiMaggio, 1988). Through active 

support, the company perform more actions to ensure the groups in the surrounding world that 

their interests are of importance to the organization. Through active support organizations 

generates defensive conditions to counteract competition or other actors questioning the existence 

of the company, which could result in further growth. By performing beyond the minimum 

demand, it results in more legitimacy than compared to legitimacy obtained through passive 

support (Suchman, 1995). 

 

Continuity versus credibility: This dimension explains that legitimacy intensifies both stability 

and understanding of an organisations activity but also how these affect each other.   

It is less common that the organization activities advocate continuity and credibility to an equal 

extent (Suchman, 1995). Parsons (1960) says that the company’s interested parties to a greater 

extent are willing to supply more means to a company viewed as more appropriate, proper and 

desirable. Therefore, in this view legitimacy is the reflection of a system of beliefs and predicted 

actions expected by society. A legit organization incorporate these beliefs and actions into the 

daily operation of the company, therefore little ongoing investment.   
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However, legitimacy is not entirely affected by how the individuals behaves toward the 

organisation but also how they understand it, meaning a legit organisation is more trustworthy, 

meaningful and predictable. This is because the interested parties understand what actions an 

organisation may take in the future and why they perform the action. By receiving legitimacy, the 

organisation is associated with more respectability but also as more meaningfulness, 

predictability and credibility (Suchman, 1995). This would result in that more stakeholders have 

extensive knowledge of corporate activities and the reasons for these (Jepperson, 1991).  

 

Various parts of legitimacy theory are often used in studies that explains motivations for 

informational disclosures. In a recent study about small companies in Ireland, legitimacy theory 

was used to identify and analyse separate ways of reduction business failure for entrepreneurs, 

therefore, increasing the chances of corporate survival (McKevitt & Marshall, 2014). The 

Legitimacy theory, like Stakeholder theory have also been more recognized while discussing 

CSR. Lanis and Richardson (2013), used the legitimacy theory in their study to evaluate 

disclosures of tax aggressive corporations with those of non-tax aggressive corporations in 

Australia. Not paying the correct amount of corporate tax to the government have, as earlier 

mentioned, been considered immoral by society. Therefore, this could result in a bad image for 

the company, causing them loss legitimacy from their stakeholders.  

 

The purpose of this thesis is to examine how the demand for legitimacy from stakeholders are 

fulfilled by companies who no longer are required by law to perform an annual audit. As all small 

companies no longer receive legitimacy through the statutory audit, companies will, according to 

this theory, need to find other ways to ensure the surrounding world that they are legit. The 

authors have decided to use this theory to describe legitimacy from various groups. Furthermore, 

the theory will be used to identify the different actions that small companies can use to be 

perceived as legit. This is because the relationship between an actor and a company is determined 

by both the amount and kind of legitimacy the company has.  

 

Summary of Chapter 2 Conceptual and theoretical framework  

The chapter introduced an explanation of concepts like small companies, the high-risk industry 

and legitimacy, considered by the authors important for the reader to grasp, as it would result in 

further understanding of the conclusion established by the end of the thesis. The authors have 

also presented a theoretical framework containing the authors chosen theories and literature 

review containing established research. The literature review explains that legitimacy, according 

to Suchman (1995), could be gained by conducting actions responding to pragmatic, moral or 

cognitive legitimacy. Suchman also explains that a company could gain legitimacy through two 
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dimensions, depending if the actions are continuous and credible but also if the company are 

actively or passively trying to create legitimacy. The theoretical framework also contains 

information regarding the role of the auditor and its characteristics, which could explain why the 

auditor is often considered a source of legitimacy. The next section was meant to further develop 

the opinions of Riksrevisionen and how the deregulation has affected the high-risk industry but 

also the measurements that have been introduce to counter financial fraud in these industries. The 

stakeholders are often considered important for most companies and therefore the theoretical 

framework also included an explanation of stakeholders, chosen by the authors and why 

companies may need to gain the favour of these particular groups. Lastly the authors have 

explained two well-known theories, namely the Stakeholder and Legitimacy theory and how they 

incorporate into the thesis subject. The theoretical framework together with the authors analysing 

model, explained later in Chapter 3, will be used to analyse the author’s empirical findings which 

will later answer the thesis research questions  

In the next chapter the authors will present the method used for gathering the empirical data. 
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3 Research method 

In this chapter, the authors will describe how the study was performed. Firstly, the subject and 

why it needs to be further explored, will be described. The authors will also present different kind 

of methodologies that could be used in the study but also the motivation why the author chose 

their specific method to gather the empirical data. The chapter will also explain the terms 

literature review and semi-structured interview that was used for the chosen interviewees. The 

authors have also depicted the interviewees and the motivation for including them in the thesis. 

The chapter will be concluded with the authors’ analysis model used to analyse the empirical 

data.  

 

3.1 The chosen subject  

This section was constructed to give the reader an idea of what the authors thought while 

choosing the subject but will also include the author’s preparations for studying the subject. 

Statutory audit is no longer a method to equalise competition of the market and show what 

company are reliable or legit. Therefore, it might seem necessary to create a discussion between 

both stakeholders and companies in order to establish consensus by coming up with a solution 

that fits all or most actors in the market. Currently, there is a debate regarding how governmental 

bodies need to use new methods to verify the companies in the market and keep it fair for all 

individuals. In contrast, companies create strategies to further expand their operation in a 

competitive market where resources are limited. Therefore, companies could discover new ways 

to operate their business, legally or illegally, resulting in more advantages for the individual, 

creating an unequal market.  

 

To further grasp the subject the authors analysed scientific reports that described how companies 

have developed its operation without an auditor and articles describing why companies chose to 

have an auditor or not. As accounting and auditing students the authors have discovered that there 

were no scientific articles that describe the existing need for legitimacy based on stakeholders 

and companies view regarding companies in the high-risk industry. 

 

3.2 The chosen scientific methodology  

To gain new knowledge and understandings researchers could use several methods to perform 

their research. The authors will in this section briefly present two categories of methodologies 

and motivate their choice of methodology.  
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3.2.1  Scientific methodology 

According to Bryman and Bell (2013) the scientific methodology represents the overall strategy 

of how the author of a scientific study collects the information needed to answer the stated 

research question. The scientific methodology is also meant to be used by the reader to review the 

presented data and be given an opportunity to evaluate the authenticity and credibility of the 

study (Lind, 2014). When choosing a scientific methodology Bryman and Bell (2013) in line with 

the view of Lind (2014), describe that there are two kinds of methodologies that researchers can 

adopt, which are the qualitative or quantitative methodology. Lind (2014) further describes that 

the methodical approach chosen by the researcher is based on three questions: 

-    What hypothesis is made regarding the studied phenomenal?  

-    How is the scientific research arranged? 

-    What type of data is needed?  

 

Ghauri and Grønhaug (2010) further describe that studies where the goal is to present statistics 

and percentages, the researcher should use a quantitative methodology. If the researcher has 

created a question regarding understanding or identification of patterns, a qualitative 

methodology is recommended. Both methodologies have a number of distinctions, therefore they 

could be used separately or combined as there are both advantages and disadvantages to the 

methodologies. By using a combination of the two methodologies the existing disadvantages 

could be countered (Bryman & Bell, 2013). 

 

3.2.2 Qualitative methodology  

The word quality is derived from the Latin word “qualitas” meaning characteristic or attributes 

used to describe a subject. Therefore, this methodology is more common when the researcher is 

gathering empirical data based on experience or views of reality. This methodology could be 

viewed as the opposite of the quantitative methodology mentioned earlier (Ahrne & Svensson, 

2011). There is no objective truth to behold in a qualitative study as reality is perceived 

differently by individuals, therefore the conclusion could differ depending on the interpreter of 

the empirical data. Hence, if the researcher desires to gain empirical data regarding experience 

and interpretations, the researcher could perform interviews with a smaller group of individuals. 

By performing interviews, observations or sending out surveys which request more developed 

answers, the researcher would have the possibility to gain a deeper understanding of the chosen 

research subject (McCracken, 1988). Therefore, this methodology is meant for researchers that 

are interested in describing, explaining or in any other way interpret answers given by the 

interviewee or respondent. The collected data is not measurable, instead, it is meant to be more or 

less established of which situations the data occurs (Bryman & Bell, 2010). The information 
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given by a qualitative methodology is often not meant to be generalised as the number of subjects 

that have been included in the study is often too few, making it difficult to generalise the result on 

the whole population compared to the result given by the quantitative methodology (Bryman & 

Bell, 2010).   

 

The purpose of the thesis is to examine how companies and other actors perceive legitimacy but 

to also examine the subjects’ experiences regarding the need of auditing for small companies in 

high-risk industries, therefore a qualitative methodology seems appropriate for this study. The 

authors focus will be to interpret the reality, in which the interviewees exist, analysing words and 

not numbers. The authors also aim to gain a better understanding regarding their purpose of the 

study resulting in answering their research questions stated in chapter 1. A qualitative 

methodology is therefore seen as more suitable for this category of study.  

 

3.3 Scientific approach  

A study could be performed using different forms of scientific approaches, whereas the authors 

will present three different approaches to the reader. The section will be concluded with the 

chosen scientific approach and motivations for choosing this approach.  

 

Alvehus (2013) mentions three different approaches researchers could abide by are the deductive, 

inductive or abductive approach. The deductive approach is considered the most classic 

approach, based on logic (Bryman & Bell, 2013; Ghauri & Grønhaug, 2010). This approach 

proceeds from a theoretical framework which could consist of theories and models regarding the 

scientific subject (Alvehus, 2013). Based on the theoretical framework the researcher creates one 

or several hypotheses that is later compared to reality, represented by gathered empirical data 

(Lind, 2014). After gathering and analysing the data the researcher then decides if the stated 

hypothesis is confirmed or rejected (Bryman & Bell, 2013) and therefore this type of approach is 

most often used in a quantitative study (Ghauri & Grønhaug, 2010). The inductive approach 

derives from gathered empirical data and thereafter theories are chosen at a later point to explain 

the gathered data (Alvehus 2013). This approach is meant to further develop existing theories by 

using empirical data to improve it (Ghauri & Grønhaug, 2010). Ghauri and Grønhaug (2010) also 

mention that this type of approach is most common in a qualitative study. 
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According to Lind (2014) research that is based entirely on a deductive or an inductive approach 

is problematic when conducting a qualitative research. Testing a hypothesis with a deductive 

approach is more problematic regarding qualitative research as this contains an interpretation 

process. Lind further states that it is difficult to distinguish if the hypothesis or the interpreter has 

the capacity to explain the phenomenon. Qualitative research based purely on an inductive 

approach is according to Lind (2014) untenable as it is challenging to create interpretations if it is 

not based on theories. Therefore, research based on a practical investigation often use a 

combination of these approaches called an abductive approach (Bryman & Bell, 2010). Lind 

(2014) describes the abductive approach as a shift between empirical and theoretical reflection, 

where the researcher works with the theory and returns to the empirical findings to further 

develop the theory. This gives the researcher the possibility to discover new aspects of the stated 

research subject, which will lead to a development of the theory, used to explain the gathered 

empirical data. 

 

The authors have in the development of the thesis built a conceptual framework containing earlier 

research and applicable theories, used as a base for collecting relevant data, later used to develop 

their research questions. A characteristic of the deductive approach was to use theories to create 

the research questions which was applicable to the study’s earlier stage. When conducting the 

interviews, the author saw the need to further improve their conceptual framework with new 

theories and concepts to analyse the acquired data. The authors have also developed their 

questionnaire depending on the answers and interpretations given during the first interviews, 

which led to a deeper understanding of the thesis subject. This means that the authors have 

adapted their conceptual framework to the gathered empirical data which characterises the 

inductive approach. The authors perceive they do not fully rely on either a deductive or inductive 

approach as they based their questions on theories, later updating their conceptual framework 

based on their observations. This means that they have been flexible and switched between the 

above-described approaches, therefore consider the study being based with an abductive 

approach. 

Figure 2 The choice of the scientific approach 
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Figure 3 Alternately deductive and inductive approach 

3.4 The gathering of data 

This section will explain how the authors prepared their study by performing a literature review 

of established research. The section will also mention how the authors performed their interviews 

for gathering empirical data by introducing the reader to the term semi-structured interviews. 

 

3.4.1 Literature review  

The literature review was performed by reading current research regarding the chosen subject. 

Merriam and Tisdell (2015) summarize a literature review as follow: 

 

Investigators who do not take the time to find out what has already thought or researched may be 

missing an opportunity to make a significant contribution to their field. Indeed, one function of 

the literature review is to provide the foundation for contributing to the knowledge base. No 

problem in one field exist in isolations from other areas of human behaviour. Consequently, there 

is always some research study, some theory, some thinking related to the problem that could be 

reviewed to inform the study at hand (p.91-92). 

 

Bryman and Bell (2010) consider that a researcher should devote time to go through prior 

research to gain understanding of already existing knowledge. The previous research will both 

influence and aid the researcher while designing their research regarding the differentiation and 

choice of methodology. Mainly because researchers are often not interested in a subject that has 

been often investigated. The literature review could show how earlier research stands regarding 

quality, therefore a literature review with good quality could also strengthen the quality of the 

researcher’s study. The authors have therefore decided to use a literature review with the purpose 

to understand how the benefits of an audit are perceived differently from several researchers and 
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what alternative methods companies have chosen to replace the legitimacy given through it. The 

literature review also includes how the deregulation of the statutory audit have affected the 

economy but also how companies and stakeholders view legitimacy. After reviewing prior 

research with a critical view, the authors have created a conceptual framework, but the review has 

also given the authors more knowledge of the actual problem. The following table (Table number 

1) shows the databases and keywords used to find relative information that was deemed 

necessary for the literature review. The scientific articles chosen to be used in the literature 

review have been published and peer-reviewed. 

Table 1 List of literature review 

Databases Keywords 

Google Researcher, WorldCat 

Discovery 

Auditing, audit, auditor, statutory 

audit, accountant, legit, legitimacy, 

stakeholder theory, legitimacy 

theory, financial fraud, fraud, 

restaurant, high-risk industry, bank, 

lending policy, lending, information 

asymmetry. 

 

3.4.2 Interviews  

The authors have used interviews to gather primary data for their research, where data is meant 

just for the purpose of the research that has been conducted (Lind, 2014) 

Brinkmann and Kvale (2014) summarized interviews as follows:  

 

“If you are interested in knowing about the informant and to understand its environment, then 

why not talk about them?” (p. 3)  

 

Discussions are therefore viewed as the base of human interaction. Humans have discussions 

with each other by asking and answering questions and through conversation, humans gain 

knowledge of other people and their experiences, feelings, attitudes and their view of reality. An 

interview could be viewed as versatile, as they could be performed using different methods, 

which will increase the flexibility (Bell, 2006; Ghauri & Grønhaug, 2010). When performing a 

semi-structured interview, the interviewer will use a questionnaire or interview guide to discuss 
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the subject with the informant (Lind, 2014). This form of interview consists of several questions 

without alternatives, which encourages the interviewee to further develop their answer through 

follow-up questions, resulting in broader knowledge of the interviewee’s perspective (Alvehus, 

2013). As earlier mentioned the purpose of this study is to gain a better understanding regarding 

how companies maintain legitimacy towards its stakeholders without performing an annual audit, 

therefore the collection of data through interviews seems applicable as it is based on personal 

experiences.  

 

Before the interviews, the authors constructed a questionnaire based on each category of 

interviewees, with questions customized to the respective category as these have different views 

regarding auditing and the creation of legitimacy. The reason for adapting the questionnaire was 

also to gain the right information from the interviewed group, as a question meant for companies 

could perhaps not be used in an interview with a bank and vice versa. The theme of the questions 

was similar focusing on auditing, the need for legitimacy and alternative ways to fulfil the need 

of legitimacy. The authors have also offered the questionnaires to the individual interviewee, if 

this was requested by the interviewee, for them to determine if they were the most suitable to 

answer the questions but also give them a chance to prepare answers, which would result in better 

information. This would also give the interviewee the opportunity to prepare notes and questions 

asked before, during and after the interview. To a greater extent, the interviews have been 

conducted during a personal meeting with the interviewee which gave the author more 

interpretations of the interviewee, as one of the authors acted as the interviewer asking the 

questions mentioned in the questionnaire and follow-up questions, whereas the other author could 

observe the interviewee and prepare the last questions by the end of the interview. This could not 

be done if the interview were held through a telephone interview. By applying personal 

interviews, the authors have also given the opportunity for a longer interview as Bryman and Bell 

(2013) explains that phone interviews often are shorter compared to a direct interview. The 

average time of a direct interview is often between 30 – 60 minutes whereas the duration of a 

phone interview is approximately 20 – 25 minutes depending on the interviewee and the 

interviewer. The performed interviews differed depending on the time that the interviewee could 

give the authors but also how fast the interviewee answered the questions. The average time of 

the interviews were 30 – 45 minutes, with the exception of two interviews lasting 10 minutes and 

one interview lasting for 60 minutes. As two interviews only lasted for 10 minutes each, the 

answers provided by these interviewees were limited, therefore they did not cover the same topics 

compared to the other interviewees mentioned in the empirical findings. The authors consider the 

limited opinions mentioned by these interviewees worth analysing and will, therefore, be 

included in Chapter 4 and Chapter 5 labelled as Owner D and Owner E. 
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During the interviews, the authors have asked the interviewee if they could record the interview, 

as this would ease the writing process regarding the summarization and analysis of the collected 

empirical data. The authors have used the adapted questionnaire during each interview to make 

sure the interview was held within the theme of the study and often the interviewers found that 

the interviewee answered several of the questions after asking only one question. This created the 

opportunity to ask several follow up questions for the purpose of gaining a deeper understanding 

of the chosen subject. By stating the purpose of the study at the end of the interview the 

interviewee was given an opportunity to give further comments on the subject. The authors also 

asked the interviewee about the possibility to contact them again if it would be necessary, for 

asking more questions or if they themselves wanted to ask us any questions.  

 

3.5 How the empirical data was stored 

The authors have chosen to disclose how empirical data was stored during the writing of the 

thesis, to ensure the interviewees that they have taken confidentiality into consideration. All the 

interviewees that took part in this study have as mentioned agreed to be recorded during the 

interview. Considerable care regarding the gathered sound files must, therefore, be taken to 

ensure the anonymity of the interviewees. During the interviews, the authors did notice that part 

of the answers given could be viewed as damaging for the interviewee, which was proven during 

one interview where the authors were asked not include part of the answers in the empirical 

findings, which will be respected. Extreme caution must be considered while transferring and 

saving both the recorded sound files but also notes written during and after the interviews. The 

interview was recorded with a recording device that is manageable to transfer data to a computer 

through a Universal Serial Bus (USB) outlet and was thereafter stored in the computer of each 

author. The recordings were then used by the authors individually for the purpose of writing 

notes in a safe environment where no unauthorized person could take part of the recordings or 

notes. To ensure the confidentiality of the interviewees the authors never wrote down the names 

of the interviewees in any written notes, but marked the notes with a letter and title of the 

interviewed group, for example, Bank A.  

 

3.6 The selection of interviewees  

In this section, the authors will present how they selected their interviewees, whose answers will 

be presented in the thesis’s empirical findings, later analysed in chapter 5. 

By combining a primary strategic selection and a secondary based on availability, twelve 

interviewees were chosen, representing four different groups. The number of interviewees were 

chosen by the authors’, which would represent each interviewee category and the number of 
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interviewees in each category were, in the planning stage, meant to be at least two depending on 

how many interviewees that was available for an interview. Lind (2014) mentions that qualitative 

data is versatile and therefore time-consuming regarding interpretation. He further mentions that 

five interviews are sufficient in a qualitative study. As the study has focused on creating 

knowledge regarding legitimacy among smaller companies within the restaurant industry the 

authors need to conduct interviews with companies and stakeholders. The authors believed that 

five interviews mentioned by Lind would not be enough to gather the necessary data needed to 

answer the thesis research questions, therefore the number increased to a total of twelve 

interviewees, sufficient for reaching a conclusion according to Lind. The authors have firstly 

selected individuals by a selection called a targeted selection. Lind (2014) explains that this 

selection is used when the researcher chooses the interviewee by targeted requirements. The goal 

of the researcher is that the persons could answer the questions relevant to the study and therefore 

the interviewee need specific knowledge or experiences, primarily based on the research 

questions stated earlier in the study. Criticism of this type of selection could be that the researcher 

selects the wrong kind of interviewee and disregard other individuals with similar experiences. 

Lind (2014) therefore recommend that the study should be conducted by including several 

different types of individuals to gain different views which creates a better understanding of the 

problem. Interviewees could also be chosen based on being available for answering the 

researcher’s questions.  Hartman (1998) describes selection based on availability in a fast and 

simple way to collect empirical data. Bryman and Bell (2013) further develop the view of 

Hartman, mentioning availability useful for gathering individuals who otherwise are difficult to 

gain access to. The authors have primarily used the strategic selection as they wanted to interview 

individuals regarding their experiences of statutory audit and legitimacy. The authors' choice of 

interviewees was partly inspired by Ojala et al. (2016), performing a quantitative research, 

including approximately 50 000 micro-companies within 48 industries located in Finland. Similar 

to Sweden, Finland does not have a statutory audit for small companies. According to the result 

of Ojala et al. (2016), micro-companies chose to let their financial report be audited because the 

need for tax credibility and banks demanded security when evaluating loan applications. The 

selection of individuals included in the study were, therefore, auditors, accountants, bank 

personnel, governmental officials from Skatteverket and restaurant owners of a smaller company. 

The reason for choosing these was based on the information that could be provided by each 

group. 

 

The motives for interviewing these individuals was based on them having either reviewed or 

prepared companies’ financial reports, therefore having knowledge regarding the need of 
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corporate legitimacy. Therefore, the author's selection is based on individuals associated with 

either internal or external stakeholders     

 

As a governmental body, Skatteverket could be perceived as a stakeholder interested in the 

company’s annual report with the intention of ensuring the company paying the right amount of 

corporate tax. A bank could be regarded a stakeholder since it as a decision maker might demand 

proof that the company’s annual report reflects the company’s financial position, as the bank 

needs to secure future repayment of loans. Banks are also viewed as an important group of 

stakeholders to interview, as it is not well-known how they evaluate loan applications from 

companies in the high-risk industry, that have not been audited. The auditors and accountants are 

the last group of interviewees included in this study, as this group has been strongly affected by 

the deregulation of statutory audit. The auditors have previous experiences when an audited 

report is used but also the need for legitimacy between companies and their stakeholders. As 

auditors are considered a source of legitimacy their perception could help the authors to answer 

the scientific questions. The last category of individuals included in this study are the companies 

that will consist of restaurant owners. As mentioned earlier in the section delimitation in Chapter 

1, the authors have chosen to include the restaurant industry which will represent the high-risk 

industry, as this industry are cash-intensive. When choosing the number of individuals from these 

groups, the authors used a selection based on availability, where the authors made a 

predetermination on the number of individuals that would be interviewed in each category but not 

what individual that would be interviewed. Therefore, the authors visited and sent out requests to 

individuals within the four categories. Regarding the category banks, the authors chose three 

banks who are offering loans to small companies and were available to be interviewed. The 

authors have chosen employee from Skatteverket, that performs audit mission and therefore a tax 

accountant was chosen to represent this group. Thereafter the authors sought available auditors 

within reasonable travel distance which resulted in three interviews by both accountants and 

auditors.  

 

To select the individuals in the category companies, the authors used the webpage Allabolag 

(2018) and Solidinfo (2018). According to Allabolag (2018), the population of companies within 

the restaurant industry that have the option of getting its annual report audited or not consists of 

approximately 3 600 companies. After contacting Allabolag the authors gained access to a list of 

655 restaurants in Sweden randomly chosen by Allabolag. Since the list resulted in a low number 

of the interviewees that fitted the criteria for having the choice of being audited or not, the 

authors also used the homepage named Solidinfo (2018), that lets the user limit the selection of 

companies by industry, turnover, the number of employees, region and if the company is active 
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or not. The companies the authors found interesting and worth investigating was compiled by 

ranking, where the authors placed the companies in three categories as follows, where companies 

rated “Class number 1” as the category most desirable to investigate. 

 

Class number 1: By the company’s filed annual report, there is information of a bank loan or 

other signs that the company’s financial report has been judged by a stakeholder. The company 

has no auditor in place and the company are within reasonable travel distance.  

 

Class number 2: By the company’s filed annual report, there are no information of a bank loan or 

no other signs that the company’s financial report has been judged by a stakeholder. The 

company has no auditor in place and the company are within reasonable travel distance.  

 

Class number 3: By the company’s filed annual report, there is information of a bank loan or 

other signs that the company’s financial report has been judged by a stakeholder. The company 

has an auditor and the company are within reasonable travel distance.  

 

The authors visited or sent out requests to these categories resulting in the restaurant owners 

replied if they were available for an interview or not. 

In conclusion, the selection of interviewees included in the study was as follows:  

-    One tax accountant from Skatteverket, who audit corporate annual reports when needed.  

-    Three individuals handling corporate loan applications in three individual banks  

-    Three auditors and accountants organized in individual firms 

-    Five owners of small companies within the restaurant industry with several years of 

experiences.  

 

3.7 Scientific quality of the study 

In the last section of the method chapter, the authors will present their ethical deliberation and 

how the authors secured the quality of the study by discussing reliability, validity and alternative 

criteria’s.   

 

3.7.1 Ethical deliberation 

All research is based on not only creating knowledge considered valid and reliable but also 

ethical. Ethics are moral principles and values that affect the way the researcher chooses to treat 

and implement their scientific methodology. Qualitative research differs from quantitative 

research based on the assumption of reality and therefore it is important to include ethics in the 

study (Merriam & Tisdell, 2015). The reason for researchers to devote their time conducting 
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research is to find new knowledge of reality in which they exist, resulting in creating positive 

changes without causing psychological and physical harm to the people included in the study. 

 

Diener and Crandall (1980) stated four issues that are needed to determinate if the study was 

conducted according to ethical principles:  

 

-    If the individual could be harmed for being included in the study 

-    If there were any lack of consent from the individual 

-    If the study caused intrusion of the individual’s personal life 

-    If any form of fraud, lack of information or false intentions occurred during the study. 

 

To protect the interviewee additionally, several other ethical guidelines were considered. The 

authors’ study has used the following guidelines to protect the interviewees against persecution, 

for being included in the study. Simultaneously each individual has had the choice to be excluded 

from the study, therefore each interviewee was interviewed of their own free will. The ethical 

rules that were used in the study were confidentiality, secrecy, anonymity and voluntarily 

participation (Bryman & Bell, 2013; Lind, 2014). Confidentiality and secrecy mean that the 

interviewee should be given information security, meaning that personal information should be 

treated in a respectful manner and that the empirical data should be stored not within grasp of 

unauthorized personal (Bryman & Bell, 2013; Lind, 2014). During the interviews, the authors 

have given the interviewees a chance to be anonymous regarding their names and not mention the 

name of the banks, companies, auditor firms that they are involved with. Therefore, the 

interviewees could answer the questions as they see fit, as these could no longer be connected 

with the interviewees personally. Anonymity could also result in that the answers given were 

more derived from the individual’s view and not of the company or organisation that the person 

represented.  

 

3.7.2 Research criterias 

By conducting scientific research, it is important that the selected method for gathering empirical 

data is used with a critical view, to secure the data and methodology are valid and reliable. By 

using a reliable methodology, this could be reflected on the result of two different events under 

similar circumstances (Bell, 2006) or if the study was executed again (Bryman & Bell, 2013). If a 

question is asked during a situation it could lead to a certain answer, should the question be asked 

again in another situation it would probably result in a different answer. Hence the question could 

be viewed as less reliable (Bell, 2006). Reliability is meant to show if the result could be repeated 

if the study was redone (Alvehus, 2013) but as the authors have chosen to use semi-structured 
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interviews this could be considered problematic. Since even though the authors constructed a 

questionnaire for each individual group of interviewees, the interviewees will probably not give 

the same answers to the corresponding questions and therefore the authors could not use the same 

follow-up questions mentioned in a previous interview. According to the description mentioned 

by Bell (2006), the author's questions and conclusion could be seen as less reliable. Alvehus 

(2013) describes reliability in the form of repeatability less useful while conducting a qualitative 

study as it considered less likely that two interviewers get the same answer while interviewing the 

same interviewee, or the possibility that the interviewee would give the same answer at two 

different occasions. 

 

Validity depends on the competence of the researcher and the accuracy regarding the gathering of 

empirical data (Patton, 1990; Golafshani, 2003). Lind (2014) describes validity as a measurement 

used to reflect the phenomenon being studied, and the authenticity of the result rises if it is 

correctly depicted by the researcher. The description suggests that to improve validity the 

conclusion must be related to the study (Bryman & Bell, 2013). Therefore, to improve the 

validity of the study, the authors have used the theories earlier described in the theoretical 

framework to validate the answers given by the informants, but as the result of qualitative 

research are presumed from the author's assessment, it could be problematic to ensure the validity 

of the result. Guba and Lincoln (1994) reinforce this conclusion by saying that there is no 

absolute truth of reality, which qualitative research is based upon compared to quantitative 

research. As a result of this, it could be important to also view other criteria to ensure the quality 

of the study’s result. Bryman and Bell (2013) mention that several researchers consider that 

quality regarding qualitative research must be evaluated according to other criteria’s then 

reliability and validity, as these are more customized for quantitative research. This because a 

qualitative study is often based on a few numbers of survey units or by a large amount of 

interview material (Lind, 2014). Qualitative research should, therefore, be evaluated by 

credibility, transferability, dependability, and confirmability (Bryman & Bell, 2013). 

 

Credibility 

Credibility is viewed as internal validity (Bryman & Bell, 2013) within qualitative research and 

according to Merriam and Tisdell (2015) by answering the research questions, the conclusion will 

represent reality. Golafshani (2003) mentions that credibility is based on the construction of 

instruments used for performing an experiment and within qualitative research “the researcher is 

the instrument" (Patton, 2002), whereas credibility will be based on the researcher’s abilities and 

efforts (Golafshani, 2003). Maxwell (1992) advocates generalisation as a factor that unmistakably 

separates quantitative and qualitative research approaches, where the result of the study may be 
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generalised to other populations, settings or periods (Ghauri & Grønhaug, 2010). A generalisation 

of a scientific result could, therefore, be used to establish the validity of quantitative research 

(Golafshani, 2003) but the generalisation of a qualitative study depends on the studied 

environment (Patton, 2002). The theme of the thesis is to examine sources of legitimacy within 

the high-risk industry, where the interviewed companies consisted of a number of interviewees 

from the restaurant industry. Therefore, it is difficult to generalise the result on the whole high-

risk industry, which includes a larger population than the one included in the thesis. It would also 

be difficult to generalise the result on the high-risk industry as it also includes other industries not 

represented in this thesis. The thesis could, therefore, in theory, gain more credibility by 

interviewing all individuals from different industries but this would not be possible due to time 

restrictions. To establish the credibility of our research it would be of significance to use other 

methods besides generalisation. Triangulation may refer to a combination of methodologies used 

in a study where the phenomenon is similar. The researcher can through triangulation; 

 

“Improve the accuracy of judgements and thereby results, by collecting data through different 

methods or even by collecting different kinds of data on the subject matter of the study “. 

(Ghauri & Grønhaug, 2010, p. 212). 

 

As our conclusion is based on the empirical findings collected through semi-structured 

interviews, the answers provided by our interviewees may be angled to glorify the interviewee 

and its profession, whereas Alvehus (2013) advocates that a researcher review the collected data 

with criticism. By interviewing several groups, the authors will by using triangulation base our 

scientific conclusion on several views or opinions and therefore reduce the risk of an angled 

result to any of the interviewee’s advantage.  

 

Transferability 

External validity is according to Merriam and Tisdell (2015) one way to see if the study’s 

findings could be applied to other situations, and therefore generalisation will once again become 

a subject. Merriam and Tisdell (2015) argue that the term generalisability has overwhelmed 

qualitative research for some time as it includes the result derives from a sample size or random 

sampling of the population and is therefore difficult to apply to a greater number or the whole 

population. This opinion correlates with Bryman and Bells (2013) view that qualitative research 

often includes an intensive study of a smaller group of individuals or individuals with certain 

abilities worth studying. Geertz (1973) recommends qualitative researchers to produce “thick 

descriptions” or reports that include details of the studied environment of which Lincoln and 

Guba (1985) develops by saying that is thereafter the observer who will determinate if the result 
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is transferable to other environments. The authors can therefore not secure that their conclusion 

will be transferable to other markets or areas, but they will leave the determination to the reader 

of this thesis. 

 

Dependability  

According to Lincoln and Guba (1985) dependability is the corresponding form of reliability 

often mentioned in quantitative research. Similarly, Bryman and Bell (2013) explain that to 

secure the dependability a researcher could use an “inquiry audit”. This means that the 

researcher could use a person who will examine the process and product for reliability or 

consistency (Hoepfl, 1997; Bryman & Bell, 2013). Campbell (1997) further suggests that 

consistency of data should be achieved when the research process is verified through process 

notes, reduction and raw data. During the interviews, the authors have verified the information 

given by the interviews by asking follow-up questions. By doing so there was no 

misinterpretation of the interviewees’ answers. 

 

Confirmability  

The last evaluation criteria mention by Bryman and Bell (2013) is confirmability which will 

evaluate if the researcher has been objective regarding the scientific research. This could be 

described that the researcher will not let his or her personal values or the theoretical orientation 

affect the conclusion or the execution of the research. As our education is specified in the field of 

accounting and auditing the conclusion might be viewed as being less objective. Many 

researchers have come to the conclusion that an audit may be an adequate way to establish 

legitimacy for a company, but they have also concluded that an audit may not be adapted fully for 

the small companies within the high-risk industry as the audit may have its disadvantage. As 

Guba and Lincoln (1994) suggest, the authors will let the readers establish for themselves if they 

think that the conclusion is based on the authors’ personal values or theoretical orientation. 

 

3.8 Analysis model  

To analyse the empirical findings the authors have created the following analysis model, which 

originates from the conceptual framework presented in Chapter 2. The purpose of this thesis is to 

examine how the demand for legitimacy from stakeholders fulfilled by companies who no longer 

are required by law to perform an annual audit. An audit is often mentioned when discussing 

larger or public corporations due to a larger number of stakeholders needing to be reviewed 

information. In comparison, in most small companies the owner is often both manager and 

shareholder, which means that they have a high level of transparency and therefore the need for 

an audit might not be, as necessary. Mentioned earlier the thesis will focus on companies in the 



 

37 

high-risk industries often associated with a higher risk of financial crimes, like accounting fraud 

or tax avoidance. Therefore, the smaller companies within these industries could very well be in 

need of more security measures in order to be seen as legit. 

  

Our secondary questions were created to answer our main research question, created after the 

authors’ literature review. The authors will analyse the empirical data with the Stakeholder and 

Legitimacy theory, of which the result will answer the main research question. The consequence 

of the analysis led us to the question “In what way can the statutory audit be designed for small 

companies in a high-risk industry?” leading to further conversation among the different groups. 

This question will address the needs of the different groups and if different types of statutory 

audit should be designed. The authors can consider this as a contribution to practice to discuss 

statutory audit.  

 

Throughout the study, the authors have used an interpretive method to analyse the empirical data. 

Using the interpretive method allows the authors to make sense of the different meaning from the 

empirical data and yet allow the authors to broaden the possibilities of understanding this 

problem, for this context. Again, the authors do not intend to generalize their findings but to 

create further discussions about statutory audit for small companies in high-risk industries.  

This has been summarized in the authors’ analysis model.  

 

Figure 4 Analysis model (Sandgren and Haraldsson, 2018) 
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The questions mentioned in the model above refers to the main and secondary question stated in 

Chapter 1. The secondary questions have been labelled in the model in the following order:  

 

 Secondary Question 1: In what way are the auditors and accountants viewed as a source 

of legitimacy for small companies in a high-risk industry?  

 Secondary Question 2: How do banks consider small limited companies in a high-risk 

industry legitimate after the deregulation of the statutory audit?  

 Secondary Question 3: How does Skatteverket consider small companies in a high-risk 

industry legitimate after the deregulation of the statutory audit?  

 Secondary Question 4: What do auditors and accountants recommend for small 

companies in a high-risk industry to do for increasing their legitimacy in the absence of a 

statutory audit? 

 

3.9  Criticism of the chosen methodology  

The authors have used a qualitative methodology and the reason for using this methodology was 

that the authors wanted to gain a deeper understanding of the chosen subject by gaining 

interpretations and experiences of the interviewees. A quantitative methodology was considered 

inferior in this sentence and therefore qualitative methodology was better suited for the given 

subject. This does not mean that it is not without faults which were also mentioned in the method 

chapter, as the result of a qualitative research may not be generalized on the whole population, in 

this case, the small companies within the restaurant industry. Within this thesis, five interviews 

have been performed with restaurant owners showing how they legitimate themselves towards 

their stakeholders, but these are only a very small part of the whole industry. To gain a better 

understanding of the whole industry a quantitative methodology could be used by sending out 

questionnaires to other owners in the industry to establish if the authors' results could be 

generalized or not, with the assumption that sufficient answers could be collected. This would 

also have been seen as preparation for interviews that would have further developed the insight 

into this subject. By using a qualitative and quantitative methodology, which was considered by 

the authors during the planning of the thesis, the weaknesses of both methodologies would then 

cancel each other out. As a quantitative research would reach a broader population and by using a 

qualitative method would then further develop the answers given in the questionnaires. 

To counter the flaws of the chosen methodology a larger population could also be included to 

further establish the conclusion but as the thesis was written under time restrictions, this was not 

an option for the authors.  
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Summary of Chapter 3 Research Method 

In this chapter, the authors have first presented their chosen subject and the importance of 

studying it. The empirical data will be gathered using the qualitative methodology and the authors 

will use an abductive approach to reach a scientific conclusion. The authors have presented their 

preparations for the study in the form of a literature review, where the authors reviewed 

established scientific reports, which will serve as the base for their research. The chapter also 

gives the reader information on how the authors chose their interviewees, included in the thesis, 

and how the empirical findings resulted from performed interviews was gathered and stored. The 

chapter includes how the authors secure the scientific quality of the thesis by presenting their 

ethical deliberations and research criteria’s. In the next chapter, the authors will present their 

empirical findings from the performed interviews gives the reader information on how the 

authors chose their interviewees, included in the thesis, and how the empirical findings resulted 

from performed interviews was gathered and stored. The chapter includes how the authors secure 

the scientific quality of the thesis by presenting their ethical deliberations and research criteria’s. 

Lastly, the authors have presented their analysis-model that will be used in Chapter 5.  

In the next chapter, the authors will present their empirical findings from the performed 

interviews. 
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4 Empirical findings 

In this chapter, the authors present the findings from their interviews. The authors have divided 

the empirical findings into four segments. These segments are companies within the restaurant 

industry, banks, tax agency, accountants and auditors. The reason for dividing each informant by 

segment is to enable the reader to compare the answers between each individual and segment.  

 

4.1 The Companies 

This part of the empirical findings will consist of five restaurant owners with different 

orientations. The information of the owners' position, about the auditor status and the restaurants 

orientations will be presented in Table number 2. As mentioned in Chapter 3, two restaurant 

owners’ answers were only available for a short time, affecting the number of answers given. 

Therefore, Owner D and Owner E will not be included in all sections bellow.  

 

Table 2 Summary of the Companies 

Company Established Speciality 
Have an 

auditor 

Position within 

the company 
Reference 

Company A 2013 Pizzeria No Owner Owner A 

Company B 2005 À la carte Yes Owner Owner B 

Company C 2008 Lunch restaurant Yes Owner Owner C 

Company D 2008 À la carte Yes Owner Owner D 

Company E 2001 Asian restaurant No Owner Owner E 

 

4.1.1 Preparation of financial statements and assurance of its quality 

Legitimacy is often determined based on the company’s financial report; therefore, it would be 

interesting to know who takes part in preparing this report and how the interviewee ensured its 

quality. 

  

Since the establishment of the company, Company A chose to outsource their accounting tasks to 

an external accounting consultant. This arrangement was intentionally made since Owner A 

wants to focus his attention on cooking and not accounting. Interviewee felt that the accounting 

tasks should be left in the hands of someone more suited for the role. Owner A believes that the 
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costs associated with the consultant should be judged as an investment, as he saves hours on 

activities like accounting, preparation of financial statements, inventories and income statement. 

Instead these hours could be put into the restaurants daily activities not connected to the financial 

tasks.  

 

Owner B manages the company's basic accounting, which includes bookkeeping, employer's fees, 

and VAT reporting, and this is done with the guidance of the company's auditor. Owner B states 

“if I report something wrong, it may cause a side effect, because I do not (have) the right 

knowledge”. While he is able to report the daily activities, he does not feel like he possesses the 

in-depth knowledge and would not be able to handle more complicated issues. Owner B, 

therefore, believes that an external auditor is seen as an advisor and is used as a tool to increases 

the security of the company's accounting.  

 

Like Owner A, Owner C has outsourced all accounting tasks to an accounting consultant and has 

used the same consultant ever since the establishment of the company.  

 

"I have previously tried to put myself in what accounting actually entails but I never really 

learned it, largely because I do not hold any interest in it. In addition, you have to be constantly 

updated because of new rules and regulations, and in that time, I can work on tasks what I 

consider to be (more) interesting”. 

 

Owner C describes the consultant as an investment who allows Owner C to spend both more time 

and resources to develop the operations in the restaurant. Leaving the tasks to someone more 

qualified results in the reduction of accounting errors in comparison to if the owner should 

manage the accounting tasks. The owner believes that his company would be deemed safer if 

economic faults never existed. Therefore, hiring an auditor who manages the accounts completely 

and not only correct errors, can minimize economic faults. 

 

4.1.2 The auditors and accountant’s role in the company 

Since a lot of the smaller companies often use a third party in order to manage their financials, it 

would be valuable to know how the companies use these services. By determining their role, the 

authors are able to determine what value these hold in this group.  

 

Owner A describes the accounting consultant role as "takes care of all my papers, taxes, VAT, 

financial statements, declaration, K10-forms or stock inventory (stock inventory) so it is a lot 

she's doing that we would not do ". In addition, the owner also mentions that contacts or demands 
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of information from the bank or other stakeholders are handled by the accountant, not the owners. 

The accounting consultant also reviews the report given by a licensed cash- register every three 

months but makes the owner aware of the financial situation by submitting a report at the end of 

each month. For the owner, the accounting consultant provides assurance for the company's 

accounts and ensures that they are properly executed.  

 

Owner B has previously mentioned that the auditor in his company carries the role of an advisor, 

believing that the auditor signals credibility, since; "authorities do not understand the concept of 

unconscious error or ignorance". He considers it worthy paying for the auditor’s services, even 

though the auditor fee can be as high as 1 500 SEK per hour and a performed audit would cost 

approximately 20 000 SEK. Owner B compares this cost to the costs of an accounting consultant 

who would, in general, manage similar job assignments but at a lower price, allowing him to 

invest the difference in other parts of the company. He considers the benefits of an accounting 

consultant to be larger than an auditor. However, he points out that while the roles are similar, 

their standings are different. The auditor has a “heavier” title that conveys more trust with the 

authorities. Mostly because they have a duty to report mistakes or other illegal activities, unlike 

the consultant who manages but does not have the obligation to report towards any governmental 

agency.  

 

Owner C expresses that it has confidence in the auditor, whose role includes as an advisor and 

controller of the external accounting consultant’s work. Similar to the other interviewed owners, 

Owner C mentions that by hiring both an auditor and accounting consultant, will signal to the 

restaurant's stakeholders that its financial reports are correct. The reason for conducting a 

voluntary audit is according to the interviewee due to tradition, meaning the restaurant had an 

auditor before the deregulation of statutory audit. Simultaneously Owner C consider the auditor 

expensive, and he would prefer more inexpensive services to ensure the accuracy of the corporate 

accounting. The reason is because as the audit is no longer mandatory and it could result in 

competitive advantages for restaurant owners who are not audited, as their conscious errors will 

not be corrected.  

 

Owner D mentions that despite not needing an audit, they have chosen to keep their auditor, 

mainly because Owner D has several companies, of which the auditor acts as a control function 

for both the owner’s role as entrepreneur and owner. By outsourcing the accounting function, the 

owner can spend more time to manage and develop his companies. 
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Owner E is one of the owners who has chosen not to have an auditor, considering that auditing 

expenses exceed the benefits that the auditor provides. The owner also believes that it does not 

require the security towards stakeholders that auditing is meant to create. 

 

4.1.3 The insight and interest of stakeholders in the company's business 

Stakeholders have often been described as a person or entity interested in companies' financial 

reports. It would therefore be interesting to know which stakeholders are more commonly 

mentioned by the owners and to see how their relationships to the companies are defined by 

them.  

 

One of foremost mentioned stakeholder was the bank, mainly because all the owners at some 

point had an interaction with a bank. The reasons that the owners had a bank loan was that the 

restaurants where in need of external funding for either renovations or for purchasing inventories 

like furniture etc. When asked all the owner sent their financial information to the bank for 

evaluation, Owner B said that “whenever a loan was issued it was the annual report that was 

demanded”. In order to ensure that the information reflected the company’s financial position, the 

bank often requested for some kind of security measure. Owner B further state that it is not 

unusual for the bank to ask for assurance from other parties if the information written is correct or 

not as it stems from the beliefs that the restaurant industry is an uncertainty even among the 

banks. Owner C further develops this train of thought by telling that banks are often uncertain of 

industries with a lot of actors, therefore uncertainty from the banks are created by the level of 

competition. However, after submitting correct financial information that was audited the 

company was deemed as secure or legit and therefore was given a bank loan. However, owner C 

tells the authors of a dissimilar experience whereas the demand was the annual report, but it was 

never demanded that the information was secured by a third party or that other security measures 

were asked for. Therefore, this company never had to further ensure the company’s accounting 

quality. The loan application by owner C was then accepted.  

 

Another mentioned stakeholder were different kinds of authorities, especially The Swedish Tax 

Agency, Skatteverket. In order to ensure that all companies within the restaurant industry are 

managing their company properly, they demand that a licensed cash-register must be used by a 

company. Every company that manages a higher amount of cash are required by the authorities to 

have one, it does not matter what size the company is. Owner B states that at sometimes a more 

detailed review is performed by Skatteverket, in addition to the report form the licensed cash-

register they also have to send in accounting information, verification and the annual financial 

statement. Owner A mentions that the technology has developed the relationship that the 
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company has towards Skatteverket. The licensed cash-registers cash report has, according to the 

interviewee, improved the communications between companies and authorities making 

companies more transparent. Owner B further believes that the licensed cash-register has made it 

easier for legitimate actors in the market to differ themselves from illegitimate actors. However, 

the constant demand of legitimacy by Skatteverket puts a toll on the interviewed companies, a 

few who believes that the licensed cash-register and similar measurements have helped to 

improve the image of the industry. While other believed that most of the financial faults has been 

created by a human factor and that improved measurements would add little security but not 

solved he legitimacy problem that the restaurant industry faces. 

 

The last-mentioned stakeholder by all companies is the supplier, as their demand for information 

about the company is mainly in order to secure future payments from their potential customers. 

The suppliers often demand more information when approached by a new customer (restaurant) 

according to the interviewees. The reason for this according to Owner B is because the restaurant 

industry is uncertain due to higher competition and sensitive to market changes, therefore many 

suppliers have been ‘burned by many (restaurants)’, by not getting paid. Therefore, putting the 

supplier in the position where they deliver goods or services but are not payed which would result 

in an economic loss. Owner A and B are both aware that a supplier often want more information 

about their financial information, but both of the owners reply that it is unusual for the supplies to 

contact the company for information but rather they use other methods like a credit check through 

a credit assessor as the company’s available information to the public. Owner C, therefore 

believed that a favourable reputation has been created through the company’s action which 

should aid them in the future in terms of new credits, but at sometimes suppliers still asked for a 

down payment or offered shorter credit period.  
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4.2 The Banks 

The empirical findings will consist of interviews from three banks where the interviewees were 

chosen based on their position in the bank. In their jobs, all interviewed bankers, manage the 

evaluation pf corporate loans including evaluating companies who are no longer mandated to be 

audited. The interviewee’s position and work experience will be presented within Table number 3 

as follows: 

Table 3 Summary of the Banks 

         Interviewee 

 

         Position within the bank 

Years of work 

experience within 

banking 

Reference 

Bank A Customer manager for companies 20 Bank A 

Bank B Business advisor /creditor 8 Bank B 

Bank C Business advisor/office manager 20 Bank C 

 

4.2.1 When is a company defined as legit? 

Companies in any form or industry may one day need to be evaluated for a bank loan whereas 

they must be viewed as a safe investment. As the bank needs information for its evaluation the 

question is how a company is deemed as secure and what kind of material should be prepared.  

Bank A informed that it evaluates a company by going through its financial reports and its 

financial position. The most important documents considered by the bank are the annual 

statement and a liquidity budget. If these reports are considered outdated, new materials will be 

requested. Management is also evaluated as; “management is important to us, as we (the bank) 

should have confidence in those who run the company”. The bank points out that the industry is a 

significant factor when evaluating the company’s ability to pay back its loan. Restaurants belong 

to an industry that is associated with high-risk. This means that companies in this industry need a 

lot of capital to establish itself or that the industry is highly competitive, meaning a lot of actors 

are cuurently established in the same market. The bank considers high-risk industries seriously. 

“If it is a low-grade company, we may demand more documents compared to a company that is 

considered quite solid and safe”. Should the bank’s evaluation show that the company is in a 

weak financial position, then the company would be asked to provide more documents and 

evidence to convince the bank for a loan. To review the company’s future payoffs the bank would 

ask the company for a payoff calculation. According to Bank A, there are no restrictions for the 

bank to give loans to companies who do not have auditors or those who have not audited their 
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annual reports. However, the bank is more cautious and observant when the company has no 

auditor. 

 

Bank B describes using a similar method for evaluating companies who intend to make future 

investments. The bank will ask such companies for financial reports, a financial forecast, a 

financial budget and an investment forecast. Bank B also mentions that “The size of the loan... 

affect the amount of material needed for the evaluation. If it concerns a small loan, we (the bank) 

may request for less documents in comparison with a larger loan”. While discussing the 

deregulation of the statutory audit, Bank B mentions that companies without an audit tend to 

make more accounting errors. When the bank discovers such errors, the bank will point this out 

and recommend the company to hire an authorized accounting consultant or accounting company 

to look into the matter. To a bank, companies with faulty financial reports and documents will be 

perceived as uncertain or untrustworthy and this would greatly impact the company’s chance to 

borrow money. In relation to the abolishment of the statutory audit, Bank B states that it has not 

been able to determine if companies are less able to pay their loans since the abolishment. Similar 

to Bank A, Bank B does take into consideration the industry and competition factors including 

how active a company is before approving a loan. Further, by using the information from 

Ekobrottsmyndigheten, the bank creates its own analysis of different industries to determine the 

riskiness and competitiveness of these industries. 

 

Bank C expressed similar opinions as Banks A and B. Bank C stressed that companies who apply 

for a loan should be prepared to submit their annual financial report, a financial forecast and other 

financial reports that should be of interest to the bank. This would help the bank to determine 

whether the company in question is a secure borrower and is able to pay back the bank loan. 

Another factor that is important when evaluating a company is the kind of industry the company 

is active in. Bank C mentions that the quality of material sent to the bank by small companies did 

not deteriorate after the deregulation of the statutory audit, therefore the quality have remained 

acceptable. Bank C anticipates that the given financial reports should still be correct, honest and 

true even without an audit. Bank C backs up this statement by explaining that even now the bank 

has not noticed a lesser ability for companies to pay back their bank loan since the abolishment of 

statutory audits. 

 

4.2.2 What role does an audit play in creating legitimacy? 

A reviewed financial report is often considered as a security but perhaps not the only thing that 

determinates if the company receives a loan or not. It should be of interest to see how the banks 

view an audit as a source creating legitimacy.  
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Bank A explains that an audited report is not the definitive factor for an evaluation, but the bank 

considers that companies without an auditor have a higher risk of uncertainties compared to those 

with an auditor. The audits role is to be a security measure and when the auditor writes a clean 

report the company’s financial credentials are viewed as safe meaning the company receives a 

quality stamp. Should the auditor’s report show errors then the auditor would explain the faults, 

therefore give the decision-makers a greater understanding of the company. The role of security 

is even more important in a company that is deemed by the bank as being in a weak financial 

position or where the position frequently questioned.  

 

"If they (the companies) do not have an audit, it becomes a social issue, because then they may 

not get loans, which is not good for the development, as we (the banks) are a society developer, a 

gear in the society and if you do not get any loans then the business will stop." 

 

If deemed unsecured their development would-be put-on hold since a company often need more 

capital than they themselves have access to. According to Bank A most newly established 

companies applies for a loan only when they need to expand their businesses, thus having an 

auditor in the earlier years could be a cost and not an investment. Therefore, the audit is good for 

the entire society because the bank is seen as a part of a working machine and for them to deem a 

company secure and grant a loan. Having an auditor in the earlier years could be a cost and not an 

investment. Therefore, the audit is good for the entire society because the bank is seen as a part of 

a working machine and for them to deem a company secure and grant a loan. 

 

Bank B suggest that it is easier for them to establish a relationship with a company if it shows 

that they have control over its finances and that the audit is a way to ensure that the company 

financial reports show the correct financial position. Therefore, one of the first controls Bank B 

performs is to see if the company has an appointed auditor. The role of the auditor is to point out 

faults in the financial report to the owners meaning no faulty reports are submitted to the bank. 

With an auditor, this would not be necessary as there would not be as many, or any faults 

discovered by the bank. Bank B answers that while they perform a smaller audit of the company, 

they do not have the same target as the review performed by an external auditor since the bank's 

goal is to evaluate whenever the company is a good investment. This differentiates from the audit 

performed by an auditor who checks the company’s financial accounting routines, asses their risk 

and their goal is to make sure the financial information is correct.   
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“Material that has been audited is better than one that not been audited, as this will grant us (the 

bank) security” 

 

The role of the audit is therefore viewed as a security and Bank B mentions that this could be of 

importance especially to newly established companies who need a loan to start their business. 

This mainly because unlike older companies a newly established company does not have other 

reports, historical data or former financial statement that would help to analyse the growth of the 

company.  

 

Bank C replied that the abolished statutory audit did not affect the routines for the loan 

application since companies are still able to pay their loans, therefore their evaluation method of 

qualified applicants is efficient. Having an auditor would further increase the safety for the banks' 

decision- making and a statutory audit for smaller companies would overall increase the security 

of making investments. 

 

4.2.3  Suggestions of new audit routines based on the needs of the bank sector 

As reinstating an annual audit have been suggested by Riksrevisionen this could be in banks 

interest since it has a legitimizing property. However as one of the thesis questions was to 

determinate if the audit should be more applicable to smaller companies, the view of the banks 

could be of interest as they are deemed as one of the primary users of these reports.  

Bank A mentions that other ways for the bank and the company to create trust is by the key 

players in the company, like managers and owners, and evaluate their earlier experiences and 

historic results, thus gaining more trust towards the person in charge would create trust. He 

further suggests that there should be " a simplified version for small business owners, as it is a 

cost issue for companies to have an auditor ... by making a tailored variant (of audit) for small 

companies, where you only review parts of the company ... would be a cost saver (for the 

companies)”. Bank A would prefer that an audit was the standard, as crucial information mention 

in the audit report are useful when evaluating loan applications, as it gives further information of 

the company's financial position. A small audit would therefore be less costly but also greatly 

benefit both banks and companies in terms of lending. Bank A also empathise that an audit is not 

needed until this is requested by banks when they need more secured information. 

Bank B would not recommend that more companies were included from the exemption from 

statutory audit. The reason for seeking a bank loan according to Bank B is often because the 

smaller company is currently in an expansion phase, therefore the bank prompted these 

companies to invest into an auditor. The reason for this is because as a company grows bigger, 

reaching the limits of statutory audit, the owners will be required to hire an auditor by regulation, 
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therefore by having auditor at the expansion phase it will help the owners adjust to something 

mandatory in the future. Bank B further mentions that an accountant is not a replacement for an 

auditor but could improve the company's accounting compared to if the owners managed this 

themselves. Therefore, the opinion of the interviewee is that owners should accept the liabilities 

and benefits of managing a company and ensures their stakeholders by being audited.  

Bank C considers that an evaluation of a company's history regarding relationships between 

company and stakeholders could replace traditional evaluations method, like turnover, the 

number of employees etc. This will show the bank how ‘well behaved’ the company is. Bank C 

mentions that the bank has their own evaluation method of companies which are not audited, by 

evaluating managers and owners. 
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4.3 Skatteverket 

The interviewee has experience from both private and public sector since the interviewee has 

worked as an auditor for one member of the Big four, controller and later as a chief financial 

officer for a larger Swedish concern and tax auditor for Skatteverket. The interviewees work 

experience exceeds 20 years at Skatteverket, whose duties include performing audits of VAT, 

income tax and employee fees.  

 

4.3.1 How the abolished statutory audit affected Skatteverket and audit need 

As a primary stakeholder who secures that companies pay the right amount of taxes the 

deregulation of statutory audit could have caused hassles for Skatteverket. As the interviewee has 

work experiences beyond the time of deregulation he could provide with his view of the effects 

that the deregulation made.  

 

"Skatteverket control philosophy is; it should be right from the start" 

 

The interviewee mentions that companies who are reviewed by Skatteverket often result in the 

owner paying a tax surcharge, as an audit could counteract these surcharges as the information 

would more likely be correct. Therefore, the interviewee states that the abolishment of the annual 

statutory audit was not perceived as a something positive by Skatteverket. Mainly because of that 

an external auditor writes an auditor report which deems the company's account and practices as 

clean or unclean according to accounting laws and standards. Skatteverket is then informed of 

these errors because of the unclean report. Another reason is that auditor’s review the company’s 

bookkeeping annually there is little room for consecutive errors or unconscious errors. Errors, 

like confusing private costs with company costs, would, therefore, be avoided. These works tasks 

are different from a tax auditor who does not approve or review the quality of the bookkeeping 

but instead carry out tax changes. The only time a tax auditor examines the accounting quality is 

when it comes to taxation, which happens if there is a large reported income or missing revenue. 

Without statutory audit accounting errors that are repetitive or made consciously are revealed by 

tips from accountants or other informants.  

 

The licensed cash-register was, according to the interviewee, a counter measurement for 

managing the cash-intensive industries, often described problematic from the authorities' point of 

view. The reason for this is because of the many cash-transactions, where dishonest people were 

able to steal from the regular cash-register, therefore untraceable for the authorities. Proof of 

purchase is the receipt the company gives to the customer and Skatteverket itself performs 
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controls, the interviewee states that this measurement has generally risen the income in all 

companies. 

  

The interviewee points out that the restaurant industry is a part of the problem industry because 

of historical inaccuracies and therefore its actors are at risk of not being viewed as serious or 

legit. However, the person also points out that simply being a part of an industry does not 

guarantee that Skatteverket sees the company as a future risk and there are several other factors 

that contribute to it. The interviewee gives us an example of an entity that has a big difference in 

the reported accounts and actual accounts, part of a problematic industry and has formerly been 

viewed as a dishonest actor. Because of all these uncertainties about the company’s accounts, 

Skatteverket would view this as a risky actor and ponder if they should carry out their own audit. 

For Skatteverket meaning having a tool that corrects or make aware of either unconscious or 

conscious errors would be a big help in order for tax authority to clear the field of uncertain 

actors. Companies within a problematic industry would greatly benefit by an auditor as it 

perceives them as an honourable player. 

 

4.3.2 How can small businesses ensure their legitimacy? 

As companies needs to maintain it legitimacy towards Skatteverket, audit or not, therefore the 

authors wanted to hear the interviewees’ suggestions for ensuring corporate legitimacy towards 

the tax authority.The interviewee mentions that an accounting consultant could result in 

increasing or maintaining legitimacy if the company chooses not to be audited. The interviewee 

also mentions that the responsibility of the two professions are different, therefore not 

comparable. 

 

An accounting consultant does not attest that the company’s accounting is according to law and 

reflects its actions, in comparison to the auditor who attests through an auditor's report. He 

further points out that if the accounting consultant should get a role that includes attestation then 

it would be infinitely better than a person who does not have experience with accounting. 

Because one of the biggest risks that smaller companies have is that they have little knowledge of 

the civil laws and the taxation laws like VAT. The interviewee further states that creating more 

control measurements for these kinds of companies is not a good idea because it would cause a 

financial burden which could create a lot of irritation among the companies. The interviewee still 

perceives it would be in the best interests of the state to once again have statutory auditing for the 

smaller companies. This is depending on two factors; the auditor would report to Skatteverket if a 

company is using bad methods of reporting and because the auditor would also inform the owner 

of a company whenever they have made an error that is not intentional. If there are minor 
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shortcomings in the accounts, this may be noted verbally by the tax auditor, however, informing 

minor shortcomings is not usually the tax auditor's task. The role of determining the quality of the 

accounts is included within the external auditor tasks since they must report and confirm that the 

financial accounting is correct according to the law. 

 

4.3.3 What improvements could be made to already existing controlling systems for small 

companies within risk industries? 

This question was stated as Skatteverket had previously developed new measurements for 

companies within the risk-industries after the deregulations came into force. Could these 

measurements therefore be further improved to ensure that companies are viewed as legit?  

The person points out that improvements should be made to Skatteverket when it comes to their 

own systems, not to the companies themselves, one suggestion is that more tax auditors should be 

hired to make sure companies does not make conscious errors. He means that the service mind-

set hinders unknown faults in accounting and the controlling part of Skatteverket should prevent 

conscious errors. Because at the moment only Skatteverket is able to perform these kinds of 

controls, there is no other legal entity who carries this role. The tax authority also ensures that 

companies operate according to rules and regulations, creating a fair competitive environment for 

all companies.  The interviewee mentions that Skatteverket had the expectation for an increased 

number of audits performed by the tax authority, due to the deregulation of statutory audit. 

Therefore, the interviewee expected an increase number of tax audits being employed by 

Skatteverket but instead the number of tax audits have decreased.  
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4.4 Accountants and auditors  

This group consists of three interviewees with the titles auditors and authorised accounting 

consultant. 

 

Interviewee A holds the titles of authorized accounting consultant, part-owner and office manager 

at the visited firm. The interviewees professional experiences comprise of general occurring 

duties regarding accounting and auditing of which the interviewee have nineteen years of 

experience at the visited firm. 

 

Interviewee B is a chartered auditor and a part-owner in the visited firm. The interviewee has 

worked within the profession since 1984 and started his firm in 1990. The services comprise of 

auditing and consultation of companies. 

  

Interviewee C is a charted auditor and is also part-owner at the visited firm. The interviewee’s 

services consist of consultation and auditing of companies and have worked in the industry since 

the 1970s. Interviewee C have also worked as a quality controller within the recommendation of 

FAR, also known as the Association of Certified Public Accountants.  

The interviewees will be presented in the empirical findings below according to Table number 4. 

 

Table 4 Summary of the Accountants and Auditors 

Company Classification 
Position within 

the bureau 
Reference 

Firm A Authorised accountant consultant Owner Interviewee A 

Firm B Chartered accountant Owner Interviewee B 

Firm C Chartered accountant Owner Interviewee C 

 

4.4.1 How the abolishment of statutory audit affected the companies in general 

This group, unlike earlier groups, is not a stakeholder who is interested in the small high-risk 

companies’ financial reports. However, they are affected by the deregulation of statutory audit 

and their opinions should be considered to be important considering the development of their 

profession.  

“Most (owners and managers) wants to focus their time on tasks they are better at such as the 

company’s activities and distribute other tasks they have little to no experience in, to someone 

more qualified”. 
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Interviewee A states that because of their size and lack of knowledge, in accounting matters, the 

owners would rather outsource their accounting related tasks, which results in less errors. The 

abolishment of statutory auditing in small companies has, therefore, lead to a rise in demand for 

accounting services. 

 

This differs greatly from Interview Bs answer; “our customers, the smaller companies, those who 

could abolish the auditor (services), the most (of the companies) chose not to do so”, as auditing 

was a tradition most of the companies choose to keep the auditor. Interviewee B states that some 

smaller companies should not have an audit and instead recommend these companies could be 

assisted by other services. Similar to Interviewee A, he observed the majority of the newer small 

companies did not hire an auditor, mainly because they did not have an experience of the audit or 

its benefits and regarded it as an unnecessary expense. 

 

“We also know that those companies that are not audited, many of them are really good, we need 

to establish that and there is nothing wrong with them and at the same time there is a small 

group that are happy that they do not need the auditor.” 

 

According to interviewee C, not all companies are in need of an auditor. He observed that the 

number of audits decreased the first years after the deregulation in 2010 but has recently started 

to increase once again. He also saw an increase in the number of accounting commissions 

following the years of the deregulation. However, interviewee C clients has chosen to conduct a 

voluntary audit, this action was mostly based on ignorance as the older companies were not 

aware of the changed audit rules.  

 

4.4.2 The need of audit in the high-risk industry 

As Riksrevisionen and Ekobrottsmyndigheten mentioned that performing an audit could be used 

further to legitimize companies. The authors would therefore like to know if the interviewees 

consider some industries in more need to be audited in terms of legitimacy. 

Interview A believes that there are no so-called risky zones that need more auditing, but instead 

believes that audits are useful for most goods and service industries. 

 

Interviewee B chose to mention the deregulation of statutory audit have opened for increasing 

risks and that these are surely to be exploited by the unethical companies.  
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“In the restaurant industry there are many whom (customers) use cash payments and if there is a 

lower amount within the licensed cash-register, this is clear sign that something is not correct.” 

 

According to Interviewee B the registered licensed cash-register that is mandatory for companies 

by law, are currently the best solution for reviewing the cash-intensive industries until physical 

cash are not used. The reason for this is that a licensed cash-register is a method to secure the 

order of the flow of cash that could later be audited by an auditor or other governmental agency. 

While the licensed cash-register is perceived by Interviewee B as inadequate it must still remain 

because of the small security it causes.  

 

Similar to previous interviewees, Interviewee C thinks that industries that are in need of auditing 

are cash intensive industries like restaurants or hairdressers. The interviewee believes there is 

further need for auditing these industries but states it is difficult to create legitimacy through an 

audit. Even if the auditor can control the licensed cash-register, there is no guarantee that an 

employee manipulated the cash-register by putting in a different price compared to the 

customer’s order. Interviewee C states that a company is able to register an order as lunch which 

often are offered to a lower price compared to dinner or a la carte, and the difference can, 

therefore, be excluded from the licensed cash-register, and therefore are difficult for the auditor 

or accountant to discover. 

 

4.4.3 The value of an audit and future improvements 

As an audit is considered a source of legitimacy towards company’s stakeholders, the authors 

found it interesting to hear the interviewee’s view of its value. If the audit would be considered 

valuable as it is often mentioned it could also be interesting to know if this could be adapted to 

smaller companies to make it more appealing.  

 

Interviewee A thinks that an audit is considered a stamp of quality and as of today, there is 

nothing that could create the same degree of legitimacy for the company’s bookkeeping towards 

the company’s stakeholders. Interviewee A chose to describe the smaller companies as within a 

“world (that) is not that broad “as these companies often are centralized to a few stakeholders 

consisting of shareholders, customers, suppliers and in some cases a few employees. The audit 

role is to create security for the company stakeholders, compared to “if a manager creates its 

own annual report”. Interviewee A develops this statement that if a manager creates the annual 

report it “can include a good deal of mistakes and questionable information”. The annual report, 

according to Interviewee A, does not need to be treated by an auditor to create legitimacy but 
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could be treated by a person with qualifications and highlights that an authorized accounting 

consultant could be an alternative. 

 

Interviewee B describes the auditor and stakeholders a little bit different from A, as a 

representative of the company’s owner and stakeholders, but in that in a small company, the 

owner is often the manager, creating no risk for the shareholder. Instead, the banks and tax 

authority should be stakeholders, due to the fact these stakeholders often need the audit to ensure 

the company’s legitimacy. During the interview, the question if Interviewee B thinks that an 

authorized accounting consultant could create any form of legitimacy regarding the company’s 

accounting if the company in question does not want to hire an auditor, and Interviewee B thinks 

it would create legitimacy in some form. The problem according to the interviewee is that 

accounting consultants need to improve their reputation and therefore gain acknowledgment by 

lawmakers and other stakeholders. 

 

Interviewee B considers that a signed audit report creates more legitimacy as it obligates that the 

company’s management have been done correctly, compared to the consolidated result-report 

made by an authorized accounting consultant. Interviewee B believes that a signed audit report 

provides greater legitimacy because it certifies that management acted correctly compared to the 

consolidated result- report made by an authorized accounting advisor. Another recommendation 

to develop the audit is to lower the demand of documentation currently existing for the auditors 

as “companies need help with documenting of its actions, especially at the earlier stages”. This is 

illustrated by Interviewee B as following: 

 

“If our binding containing the documentation is larger than the binding containing the 

company’s verifications, then there is something wrong somewhere” 

 

Interviewee C describes as previously interviewees that “there is nothing existing today that 

could replace an audit (in that sense)”. Interviewee C stresses that “the authorization will 

become more and more popular” and the interviewee is referring to the authorization of the 

accounting consultant. As the interviewee considers that there are many competent accounting 

consultants but the title itself is easily accessible as anyone could call themselves a consultant. 

Should the company choose not to be audited Interviewee C considers that an authorized 

accounting consultant should be demanded by regulation, as it would create control of the 

company’s accounting.  
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Interviewee C also does not believe that the statutory audit will be reinstated despite speculations 

by Ekobrottsmyndigheten but the rather believes in compromise, as an audit is not always 

sufficient. The interviewee points out that by not having an auditor it will show that the company 

is viewed as less secure, and therefore it is complicated to replace an audit. An authorized 

accounting consultant could as earlier mentioned create a consolidated results-report, but it will 

only show that the company pays its taxes at the right moment and that the bookkeeping is 

executed according to regulations. Therefore, it does not confirm the legitimacy of the company 

compared to the audit, as the accountant consultant does not perform any form of reviewing. 

Therefore, Interviewee C hopes that the accounting consultant would be allowed to perform more 

auditing-related duties which would, according to the interviewee, increase the acceptance of the 

accounting consultant’s occupations. Interviewee C also recommends that there should be a 

change of the audit on smaller companies as they are audited by the same regulation as larger 

companies. Similar to Interviewee B, C states that auditing should be more adaptive towards 

smaller companies by lowering the demand of documentation. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

58 

5 Analysis and discussion  

In this chapter the authors will analyse the collected empirical data with the information 

mentioned in the conceptual and theoretical framework. The authors will use the analysing model 

shown in chapter 3.8 to first establish the result of the thesis four secondary questions mentioned 

in Chapter 1. Thereafter the author will establish the interviewees’ definitions of legitimacy 

followed with resources for establishing legitimacy in the high-risk industries. Lastly the result 

will be analysed by using the Stakeholders and Legitimacy-theory. Compared to the previous 

chapters, this chapter will not be summarized as the result will be concluded in Chapter 6 

Conclusion. 

5.1 Summary of empirical findings  

In what way are the auditors and accountants viewed as a source of legitimacy for small limited 

companies in a high- risk industry?  

The observed role of the auditor for small companies in high-risk industries is to either “review” 

the financial reports produced by the company or act as an advisor. Therefore, helping the owner 

design useful accounting systems and help them manage issues arising in the accounting tasks. 

According to the owners, the advice the auditor provides to the owners result in credibility for the 

restaurant’s accounting. Likewise, it would signal to stakeholders the restaurant has secured the 

accuracy of the financial reports by lowering the number of reporting errors caused by the 

owner’s lack of knowledge. The purpose to hire an auditor was for an owner to obtain further 

control over his multiple businesses or for the auditor to audit the everyday accounting tasks 

handled by the hired accounting consultant. One common interpretation of all the owners, was 

the audit expenses were high, which is the original reason as to why Sweden deregulated the 

statutory audit. One owner chose not to be audited due to the expenses changed by the auditor, as 

the owner did not perceive the benefits of the audit to outweigh the costs. Three owners chose to 

keep the auditor, despite the high expenses connected to it. These owners either recognized the 

benefits of the auditor or kept it due to tradition.   

  

Two interviewees (i.e. owners) recognized the value of the accountant and accountant consultant, 

who managed the accounting tasks of the individual companies. One of the interviewed owners 

chose to exchange the audit for an accountant who manages the everyday accounting duties of the 

company. Furthermore, the accountant was given the responsibility to manage all contact with 

governmental agencies producing forms, handling VAT etc. as these were deemed difficult for 

the owner to handle. The accountants were also responsible for managing all contact and 

demands asked by a bank because the accountant compared to the owner was more experienced 

in accounting matters.  
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The reason for hiring any of the mentioned professions, according to the interviewees were to 

create credibility, by establishing the trust for the company’s accounting information providing 

assurance for the corporate stakeholders like Skatteverket and banks. By establishing trust 

towards the accounting information, the company tries to decrease the information asymmetry 

between the stakeholder and the company and how they both work towards similar interests or 

goals. Legitimacy is therefore achieved being accepted by permanent stakeholders (government, 

suppliers) and temporary stakeholders (banks).   

  

How do banks consider small limited companies in a high-risk industry legitimate after the 

deregulation of the statutory audit?  

The group banks consider a company as legit if the manager shows both control and 

understanding over the company’s financial information. Acceptance from the bank towards a 

company is often interpreted as the bank's approval, except by one interviewee who mentioned a 

company can have enough legitimacy even if the loan is not approved. As the information could 

be correct (no mistakes, or no manipulation), but the loan could be disadvantageous for the bank, 

yearning no profit and therefore, the bank will refuse the loan application. Therefore, the 

interviewee stated that an owner should have control over the company by preparing and 

submitting financial information that was up to date, such as a pay- off calculations, annual 

statements, balance sheet etc. The information should be free from faults, showing the manager 

has enough control over the company to make as few mistakes as possible. This could be 

achieved by assigning the accounting tasks to someone well experienced in accounting matters, 

for example, the consulting accountant who would manage a company’s daily activities. The 

group did state the legitimacy gained by using an accountant would not be the same as the auditor 

and banks preferred if the company had an assigned auditor, whose role was to review the 

accounting information. The role of the accountant is different from the auditor because the 

auditor reviews the accountants work. Another reason was that the auditor attested the financial 

information was reported in accordance with the accounting standards and regulations and the 

audit report was significant for the bank, as it created more understanding of errors in a company. 

By understanding, the group meant identified errors should be corrected by following the bank’s 

advice such as the recommendation to hire an accountant or auditor to fix the faults in the reports. 

The bank argued that it is expected that the company’s financial information is correct, but 

should the financial information be incorrect then the company needs to understand the bank’s 

perspective and send in more secure information. If the company refuse to follow the advice, then 

the bank would perceive it as not legit. Furthermore, the owners of a company should expect to 

send in more information, for example, sometimes the annual statement is not a valid document 
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to use as a base for the loan application. This is because the passage of time rids the annual 

statement of its validity. Therefore, the company should be prepared to answer further questions 

or provide more information than originally demanded by the bank. The group also states that 

often a legit company has a long history with a bank due to former repaid loans, taken by either 

the company or the owner, if the first contact with the company went well then it is easier to trust 

the company in the following meetings. The bank underlines that an effective way to perceive the 

company as legit is for the bank to see the owner as legit. This could be especially effective in a 

market that is highly competitive, which the restaurant industry is.   

  

How does Skatteverket consider small companies in a high-risk industry legitimate after the 

deregulation of the statutory audit?  

The Swedish Tax Agency defines a legit company as an “honourable player” in the market by 

following the tax law and accounting regulations. Therefore, the former statutory audit was a way 

for Skatteverket to separate the “legit” companies from the “not legit” companies due to the 

auditor’s report. Should the auditor report state that the company annual report is not prepared in 

accordance with accounting regulations or if there is a lack of information, then the auditor is 

responsible to send in the auditor report to Skatteverket. Without the audit, it became harder for 

the Swedish Tax Agency to target ‘not legit’ companies and implement necessary steps, like an 

audit conducted by the Swedish Tax Agency's auditors. Because the company/or restaurant act 

within a market known for economic misgivings caused either conscious or unconsciously, it is 

important for Skatteverket to find ways to establish which companies fulfil these demands and 

which companies do not.  

  

It is important to underline that the interviewee does not state that all companies in the high-risk 

industry are dishonest because Skatteverket uses several factors to determine whenever a 

company is legit or not. Such as the licensed cash-register introduced for the high-risk industry, 

former history of the company, and current actions. If a company wants to stand out and be 

perceived as legit by Skatteverket, they advise the smaller companies in high-risk industries to 

once again order auditing services. Furthermore, Skatteverket mentions that it is the best action 

because the auditor creates more legitimacy compared to an accounting consultant, because of the 

reviewing tasks and the heavier title. The interviewee further adds the importance of the audit by 

describing the changing role of the Skatteverket. From being a controlling agency who acts when 

a company is suspected because of their legitimacy is questioned towards becoming more service 

minded and try to help companies by developing and offering the information to company 

owners in easier ways, to try and eradicate mistakes before they even happened. The new 

development in Skatteverket helped owners who made unconscious errors but the companies 
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within the high-risk industries are also connected to conscious errors which the new direction 

would not lessen. The legitimacy created by an auditor would help to both lessen unconscious 

and conscious errors.  

  

What do auditors and accountants recommend for small companies in a high-risk industry to do 

for increasing their legitimacy in the absence of a statutory audit?  

In accordance with earlier research (Salleh, et al., 2008a; Fama & Jensen, 1983; Ball & 

Shivakumar, 2005) interviewees agree that smaller companies have fewer stakeholder compared 

to larger companies, therefore the small companies should have less need to be audited, however 

existing stakeholders are still deemed important for the continued success of the company. 

Therefore, this group recommends the companies to secure the financial information by using 

either an auditing or accounting service, depending on the needs of and future goals of the 

company. One interviewee from the group auditors and accountants suggested that smaller 

companies in high-risk industries should not hire an auditor but instead hire an accounting 

consultant. This is because the difference in costs and roles in the company the auditor and 

accountant have. The owners described that some smaller companies in the high-risk industry 

hire an accountant because of their own lack of knowledge of accounting. This allows the owners 

to invest their time to further develop their company and not put their time towards task they 

either have no interest in or described as difficult to learn. The costs of the accounting consultant 

would give enough legitimacy to fulfil demands from the primary stakeholders. The group state 

that it has been observed that the deregulation of statutory audit resulted in an increase of 

accounting commissions in small companies and the decrease of auditing commissions. This 

could be because many companies realize the benefits of outsourcing the accounting to another 

party to minimize accounting mistakes, therefore reassuring their stakeholders that the financial 

reports created by the company are correct.   

 

The other alternative put out by the group was to conduct a voluntary audit. While not statutory 

anymore, the audit would still be able to create credibility for the financial information created by 

the company, as the voluntary audit would be useful to the important stakeholders. This even 

though the group described the high-risk industry connected to the cash-intensive industries are 

filled with risks due to human factors, meaning the audit will not be able to detect all mistakes. 

As the licensed cash-register could be manipulated and therefore would not be detected through 

an audit. Another reason as to why some companies ignored the large cost associated with the 

auditor, was because of the knowledge and experience of the auditor. The group further stated 

that often the auditor was not hired only for reviewing purposes but also to act as an advisor for 

the owners and help them further develop their companies. One interviewee also mentions that a 
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lot of the companies who kept the auditor was already have established before the deregulation of 

statutory audit and therefore kept the auditor due to tradition, something not observed in newly 

established companies.   

 

5.2 Meaning of legitimacy  

Company’s definition of legitimacy   

The companies’ often defined legitimacy as either being accepted or trusted by certain actors in 

the market to gain targeted future benefits. The honesty and openness displayed by the companies 

decreased the information asymmetry led to trust and a better understanding of the restaurants, 

therefore, justifying its existence to a system (Maurer, 1971). For example; by giving information 

to the bank the smaller restaurant hoped to be regarded as trustworthy regarding the repayment of 

loans. This could be compared to pragmatic legitimacy developed by Suchman (1995), whereas 

benefits will be given such as reduced costs, reduced risk of legal liability, or other factors that 

would eventually help the company achieve success. This could be a result of companies who 

choose to let its financial reports be audited, as this action would reduce the information 

asymmetry between the company and its stakeholder. The group's explanation also describes 

some aspects of cognitive legitimacy (Suchman, 1995), by reducing the information asymmetry 

making creating further understanding by stakeholder. If the companies are being viewed as 

understandable by society, the stakeholders can understand the long-term goals of the company 

and its actions. However, a counter-argument is that cognitive legitimacy is partly based on 

“handling impossible tasks” or a company establishing themselves as meaningful for society. 

Therefore, while company’s perspective is partly fulfilling the description of cognitive legitimacy 

it is not viewed as such because the restaurant market is highly competitive, meaning there are no 

“impossible tasks”, making the company replaceable.  

  

Bank’s definition of legitimacy  

The banks' defined a legit company as trustworthy, but the actions show of acceptance resulting 

in benefits, both expressions could be compared to pragmatic legitimacy (Suchman, 1995). This 

type of legitimacy mentions that acceptance and support may be achieved because future 

benefits, described here as future credit and repayment, meaning the company is able to develop 

its operations and the bank will make a profit from the repayment of the loan. This is a business 

case described earlier by both Thomas and Lamm (2012). Furthermore, the third way of gaining 

pragmatic legitimacy was to get support from either good attributes the surrounding world 

believe the organization has, often personality related (Suchman, 1995). The group bank chose to 

describe a legit company by the word trustworthy or by mentioning several ways the financial 

information could be secure. Because the bank wants to secure information to use, it can be 
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suggested they want to trustworthy information, meaning while the company may not be given 

the loan they will still be legit because of the bank perceives the company to be trustworthy.  

  

Skatteverket definition of a legit company  

The Skatteverket chose to define a legit company as an “honourable player”, meaning their 

definition of legit is to follow the rules and regulations set up by in the market. This is similar to a 

description of moral legitimacy given by Donaldson and Dunfee (1994), who stated that a legit 

company follows the values of society. The law requirement for companies within the high-risk 

industry is to use a licensed cash-register to document the daily activates in companies. Because 

the Swedish Tax Agency monitor the law requires that was put into effect by the Swedish 

parliament, representation of the public values. A company who breaks the taxation law, for its 

own benefit by committing crimes jeopardizes legitimacy based on moral values (Suchman, 

1995). This is compared to a company who breaks taxation law to pay less corporate tax, which 

would be seen from the perspective of Skatteverket as not legit. Furthermore, Skatteverket chose 

to define a company as ‘honourable’ which is a description of a good attribute the surrounding 

world want the company to have (Suchman, 1995). Furthermore, it was said that for the public 

good it was useful to use an audit not only because of the Swedish Tax Agency but also to create 

a better market, which could be seen by Thomas and Lamm (2012) as a larger interest than just a 

benefit received after an action. Therefore, Skatteverket chose to define a legit company as an 

actor who holds both moral legitimacy and pragmatic legitimacy.  

  

Auditors and accountant’s definition of legitimacy  

The definition of a legit company according to the interviewed accountant and auditors is control 

and trust. According to the interviews, legitimacy in the restaurant industry is based on a human 

factor, like the licensed cash-register. One interviewee mentions that the licensed cash-register is 

less reliable, as the restaurant personal could choose to register made up transactions and is, 

therefore, able to steal money. This could lead to the company paying less corporate tax affecting 

the economy. By describing what makes a company not moral, the opposite or moral could be 

interpreted. The accountant describes that a company may want to exploit the weaknesses of the 

licensed cash-register to further its own benefits, however that is based on what the company 

defines as a “right” action. The group stated that should the opportunity be taken then the 

company is not legit (Suchman, 1995). Therefore, this group’s definition of legitimacy 

corresponds to the current values and norms of society mentioned by Donaldson and Dunfee 

(1994).  
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5.3 Sources of legitimacy  

The licensed cash-register   

According to Skatteverket (2018a), the licensed cash-register was introduced to gain control of 

the high-risk industries as this would counter financial fraud. According to several researchers 

there exists an information asymmetry between stakeholders and a company and the statutory 

audit was used to lessen the asymmetry (Minnis & Shroff, 2017; Watts & Zimmerman, 1983; 

Tabone & Baldacchino, 2003; Jensen and Meckling, 1976). Due to the lack of audit regulation, 

many companies still have information asymmetry because they chose to not to order any 

auditing services. Therefore, in the high-risk industries information given by the licensed cash-

register is meant to prevent this information asymmetry as it enables Skatteverket to control the 

daily operation of industries in the high-risk industries.  However, two of our interview auditors 

mention concerns about the licensed cash-registers flaws, such as manipulation by registering 

incorrect information that even an audit would not discover. This is in line with the Okat (2016) 

whose study mentions that fraud is especially hard to discover through an audit as these are 

difficult to identify. This results in that managers who can exploit the weakness of the licensed 

cash-register could gain financial gains which could not be detected even by an auditor, like the 

study by Salterio (2008). Similarly, Riksrevisionen (2017) described that legitimacy based of the 

licensed cash-register cannot replace the legitimacy based on the audit because it is a lesser form 

of control that covers all actors in high-risk industry but does not control more than one aspect of 

the company which is the transaction, furthermore, the unannounced visits does not cover all the 

company's in high-risk industries. Creating a huge gap between being audited and only using the 

licensed cash-register and the unannounced visits. According to earlier research (Collis, 2010; 

Kamarudin et al., 2012; Salleh et al., 2008b), the auditor needs information from a reliable 

controlling system. The empirical findings show that the licensed cash-register has been used by 

accountants to increase the reporting quality, therefore it could also be used by the auditor as the 

certified cash-register is a developed controlling system for cash. However, the system needs 

further developments to cover the weaknesses and fulfil its purpose of lowering financial crimes 

and to raise legitimacy in the high-risk industries.   

  

Prepare and submit asked financial information   

According to the interviewed banks, they do not neglect a company applying for a loan just 

because of the industry of which the company is included. However, they do mention that 

companies should prepare and provide the demanded information to the bank. This refers to the 

information asymmetry, mentioned in the section above, existing between banks and companies, 

as company owners have further knowledge of their financial position compared to the bank 

personnel. For the bank to further understand the company, they need sufficient information to 
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base their evaluation for future loans. This is comparable to a study from Melumad and Thoman 

(1990), that mentioned banks are decision-makers and therefore companies need to be viewed as 

a safe investment and trustworthy to gain access to bank loans. The interviewed banks mentioned 

that the information does not need to be audited but that this was preferred compared to a non-

audited information. Therefore, by submitting not audited financial reports is could be fulfilling 

the demands from the banks, this information is then used by the bank who will conduct its own 

audit based on other targets than the statutory audit. This is also comparable to Lisowsky et al. 

(2017) mentioning that banks in the position of decision-makers could also evaluate loan 

applications then audited reports. The interviewees underline that while not necessary, the value 

of the audit would secure the information provided by the companies giving them further 

understanding compared to not audited information.  

  

By historical records to perform and met expectations  

According to the groups; companies, Skatteverket, Bank, companies can receive legitimacy 

through on historical actions. The group companies told that suppliers for the companies in the 

high-risk industry are careful when offering their resources, due to left out payment from several 

customers. Skatteverket described that a company management who sends incorrect information, 

pay taxes and VAT for several years in a row appears legit compared to management who does 

not. Furthermore, the bank stated that the historical aspect could also be received through the 

company owner and management as the bank could evaluate these individuals when assessing a 

loan application. Comparing all these examples to research by Lisowsky et al. (2017) who stated 

that other information besides the annual report is evaluated by banks, it is observed that other 

information except financial information is evaluated by suppliers, bank, and Skattevekert. By 

managing and met expectations set up by these actors over a passage of time a company’s 

reputation could play a part in receiving legitimacy (Lindblom, 1993; Suchman, 1995).  

  

The performance and knowledge of the accounting consultant and accountant  

Justitiedepartementet (2010) gave the companies a recommendation to hire an accounting 

consultant as they are less costly, compared to the auditors, this was also mentioned by the 

interview group accountants and auditors who saw an increase of accounting commissions 

compared to before 2010. As the auditors and accountants too told that an accounting consultant 

should be enough to answer the demand of legitimacy from interested parties based on the 

number of stakeholders of small companies. An accountant consultant would create legitimacy 

for the company due to their excess knowledge of the accounting field compared to the company 

owner. An accounting consultant should according to the interviewees have a greater 

understanding regarding laws and regulations compared to the owner and have a constant need of 
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keeping themselves updated an informed of changes in their field (Niemi et al., 2012; Artsberg, 

2005). However, based on the role of the auditor an accounting consultant would not be able to 

completely replace the legitimacy given by the auditor. While the advisory roles and expertise 

would be similar, the auditor has a review role and the trait of the capacity of being independent 

as they are not every day in contact with the company (c.f. Vanasco et al., 1997; Crockett & Ali, 

2015; Said & Khasharmeh, 2014). The group accountants and auditors mentioned that away for 

the consulting accountant to give more security towards its stakeholders was if they were allowed 

more reviewing tasks by being allowed to question the information they manage or attested that 

their work was done accordance with proper accounting standards and regulations. By 

outsourcing, the tasks to someone else would at least lessen their accounting mistakes as told by 

banks. However, by both creating and managing the accounting and reviewing it, the role of a 

reviewer could not be viewed as being not affected by internal or external influences, which 

according to Crockett and Ali (2015) would lower the credibility of the accounting information as 

the one who reviews the information must be objective and independent. This is because 

conscious economic faults caused by a consultant would go unnoticed if, due to the fact the 

consultant would review their own work. Individual goals from an accounting consultant as 

stated above and should according to Niemi et al. (2012) be avoided by hiring an auditor to 

review the accounting consultants’ duties, which was noted in one of the visited restaurants.   

Since a lot of smaller companies chose to have an accounting consultant then it is assumed that 

they together have developed a sufficient documentation system, since both the accountant and 

the auditor is well aware of the accounting and auditing rules and regulations.   

 

As such several researchers preferred to maintain the company legitimacy by using both a 

consultant and an auditor (Suchman, 1995; Niemi et al., 2012; Rezaee, 2005). By hiring an 

accounting consultant, the company could receive a slightly lower level of legitimacy as the tasks 

of the accounting consultant is to manage but not review their own work. This development is 

reinforced by our results as many of the interviewees no matter what group preferred the 

company to have at least a consulting accountant even if the role did not produce the same level 

of legitimacy as an auditor did. Since a lot of smaller companies chose to have an accounting 

consultant then it is assumed that they together have developed a sufficient documentation 

system, since both the accountant and the auditor is well aware of the accounting and auditing 

rules and regulations.   

  

As such several researchers preferred to maintain the company legitimacy by using both a 

consultant and an auditor (Suchman, 1995; Niemi et al., 2012; Rezaee, 2005). By hiring an 

accounting consultant, the company could receive a slightly lower level of legitimacy as the tasks 
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of the accounting consultant is to manage but not review their own work. This development is 

reinforced by our results as many of the interviewees no matter what group preferred the 

company to have at least a consulting accountant even if the role did not produce the same level 

of legitimacy as an auditor did.  

 

The performance and knowledge of the auditor  

The empirical findings from most interviewees show the auditor is the most legitimizing 

alternative for small companies within the high-risk industry. This was shown primarily by three 

of the interviewed companies who used auditors as reviewer or advisor. It is shown in earlier 

research by Ball and Shivakumar (2005) that hiring an auditor will not benefit the smaller 

company in the matter of lessening information asymmetry between the shareholder and the 

owner. This is shown in the results as all the shareholders had a position of both investor and a 

manager, meaning there exists no information asymmetry between them, as they are the same 

person. Instead, the owners chose audit to secure the financial information for both themselves 

and their stakeholders, resulting in both the owner and the stakeholder basing their decision on 

correct financial information. This is in line with previous research that advocates that an audit is 

viewed as a safety mechanism for both the company and its stakeholders (Armstrong et al., 2010; 

Blackwell et al., 1998; Berger & Udell, 2006; Christensen et al., 2016; Minnis, 2011). By hiring 

an auditor, the company shows that their financial information based on accounting has been 

reviewed by an independent and external party which creates legitimacy by increasing the 

reliability of the financial reports. The interviewed companies view an audit as a reliable source 

of legitimacy, which results in financial security and helps ensures the stakeholder the company 

is to be perceived as legit. One restaurant owner mentions that the financial reports are managed 

by the owner itself, after following the advice of the auditor. This could be comparable to the 

study of Salleh et al. (2008a) which mentions that one of the reasons that companies let their 

financial reports to be reviewed is because they see the accounting as advanced or complex. By 

letting the auditor be an advisor, the restaurant owner will further secure the authenticity of the 

financial report by letting a person with deeper knowledge aid the owner through consultation. 

By using an advisor, the company will not only receive legitimacy through the audit but also 

through letting a more qualified person advice the company how to act.   

 

5.4 Stakeholder theory  

Stakeholder theory- Companies  

As companies, this interview group wishes to create the maximum amount of profit for the 

shareholders also described as both owners and managers. Therefore, the restaurant needs to learn 

to co-exist in its environment, therefore, the company needs to design its actions after certain 
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demands from interested parties, also known as stakeholders (Kliatchko, 2008; Freeman, 2010). 

Because the annual statement is public information, companies who perform an audit fulfilled a 

demand for secure and correct information (Freeman, 1984). Therefore, according to Freeman 

(1984) and the perspective of the ethical branch of stakeholder theory, the companies should keep 

the auditor as it is a matter responsibility and creating value for all stakeholder groups in society. 

The companies are expected to create value for all stakeholders even if it affects their own self- 

interest, as not all stakeholder groups will generate benefits towards the company. Therefore, the 

company should conduct a voluntary audit, even if it results in no economic benefits (Deegan & 

Unerman, 2011; Thomasson et al., 2013; Branco & Rodriques, 2007).  

  

The restaurants chose to identify the stakeholders who are essential to the company’s survival 

and has further interest in the company’s financial information as; banks, Skatteverket (and other 

governmental agencies). Schultz and Schultz (1988) define all these stakeholders as external. The 

group stated the reasons for why the banks and suppliers were mentioned as primary stakeholders 

was due to funds and supplies, both are needed for the company to survive and run its daily 

operations (Clarksson, 1995). While the Swedish Tax Agency, does not give a company any 

tangible resources, the approval of Skatteverket is still essential for a company’s survival. Should 

the company fail to acknowledge and act upon Skatteverket demands, such as using the licensed 

cash-register, then the company’s survival is jeopardized. Surprisingly, these results contradict 

Clarkson (1995) and Schultz and Schultz (1988) who suggested both shareholders and employees 

should have been mentioned as primary stakeholders. An explanation regarding the shareholder 

manages the company because the shareholder and manager are not separate individuals there 

exists no information asymmetry.   

  

Stakeholder theory- Banks  

The group bank perceived themselves to be a primary external stakeholder to the smaller 

companies in the high-risk industries, which is in accordance with earlier research by Schultz and 

Schutz (1998). This is because a bank engages in a transaction with a company, in the form of a 

loan which could affect the company’s success. While the bank is identified themselves as a 

primal primary stakeholder, it is not seen as a permanent stakeholder by companies in small high-

risk industries. Because only a few times did the company interact or were co-dependent on the 

bank as in cases where the company required a loan to expand or if the company was in need of 

external funding for inventories. When a company was not in need of a loan or was in the process 

of repaying a loan then the bank was not interested in the company’s financial information. 

Furthermore, it was stated by the bank that the validity of the annual statement diminished with 

time, therefore at certain times the annual statement was not sufficient information for the bank. 
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Instead, the bank asks for prepared information such as pay off calculations, to determine the 

value and future benefits. Meaning the company ask for specific information not everyone has 

access to, therefore, identifying the bank with the managerial branch.   

  

Stakeholder theory- Swedish tax agency  

The reason Skatteverket is interested in the financial information produced by a company in high-

risk industries is to ensure the information reflects the company’s actual financial position. That 

is based on the interest of Skatteverket, which is to create a fair market and therefore is a 

stakeholder towards all companies, not only in the high-risk industries (Deegan & Unerman, 

2011; Thomasson et al., 2013; Branco & Rodrigues, 2007). According to Skatteverket, the audit 

is a public good and smaller companies within high-risk industries should conduct a voluntary 

audit to secure the financial information to all the stakeholder groups in society. This could be 

compared to Freeman (1984) view of the stakeholder theory as stakeholders who had a right to 

minimum information.   

 

Furthermore, it can be said that Skatteverket has a higher interest in the high-risk industry due to 

the economic flaws in the past, meaning there are special regulations in these industries, such as 

the licensed cash-register. A company that wants to be viewed as appropriate based on 

Skatteverket point of view must always follow the regulation regarding the licensed cash-register, 

from the establishment of the company until the closure of the company. While the companies 

are not involved in the daily transaction with the Swedish Tax Agency they need to seek approval 

from Skatteverket is necessary to continue the company’s operation, in accordance with Clarkson 

(1995) description of a primary stakeholder. This corresponds to Freeman and Reed (1983) and 

Frostenson (2015) description of a stakeholder, as Skatteverket approval will affect the success of 

the company. Therefore, it can be concluded that Skatteverket is seen as an external permanent 

stakeholder towards all companies in the market.   

 

Stakeholder theory- Auditors and accountant  

Based on the perspective of the auditor an accountant, there was a split opinion regarding what 

stakeholder groups benefited from the financial information produced by smaller companies in 

the high-risk industry. The unified opinion was that the companies centralize themselves to fulfil 

some of the requirements given by different stakeholders who will either be essential for the 

company's survival or result in future benefits, which is against the opinion of ethical branch 

described by Freeman (1984) and Bailey et al. (2000). It has been discussed that the ethical 

branch is how society wish companies should act, however, the auditor and accountant group 

further suggest the reason as to why some smaller companies in high-risk industries chose to 
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conduct a voluntary audit, is not to further the interests of all the stakeholder groups but instead 

does it because of tradition. Meaning many companies chose to voluntary audit because there is 

no benefit for the company to not be audited. One auditor decided to inform the smaller 

companies of the deregulation of statutory audit and give recommendations to choose another 

service that would grant the company more economic benefits. Meaning this group determined 

the actions of small companies based on the managerial view, where actions are taken for the 

future success of the company (Ullman, 1985). Furthermore, based on the empirical findings the 

role of the auditor and the accountant is to secure the information the companies produce towards 

the selected stakeholders. The auditor and accountants do so by using their knowledge and 

expertise to help develop good relationships between the company and its stakeholders.  

 

5.5 Legitimacy theory  

Legitimacy theory- Companies  

According to Suchman (1995), the use of auditing and accounting services in the company could 

be classified as active support, meaning that an organization performs more activities beyond the 

minimum demand resulting in higher amounts of legitimacy. The performed audit could also be 

recognized as a defensive mechanism against the competition in the market, as former reports 

stated (Riksrevisionen, 2017, Ekobrottsmyndigheten, 2016b) few small companies within the 

high-risk industries chose to voluntary audit their annual statement. Another point of deregulation 

based on Suchman (1995) study suggests that the audit should give even more legitimacy because 

before it was the minimum demand by Skatteverket, therefore all companies in high-risk 

industries performed the audit meaning few companies conducted the audit with intent to gain 

legitimacy towards stakeholders. Companies who perform a voluntary audit has in comparison to 

unaudited companies more legitimacy, which according to Lindblom (1993) will lead to more 

customers, labour, and supplies. Compared to before 2010, the audit should contribute to even 

more legitimacy due to the fact it is done in an industry that is well known for its 

overrepresentation of economic faults. This method is most effective if a company in the high-

risk industry planned to expand or if their finances have several times been questioned by 

stakeholders. By conducting an audit, they have in accordance with Suchman (1995) performed 

more actions to ensure groups in the surrounding world of their importance to the company. 

Therefore, this revised information will create further understandings regarding the company’s 

values and actions and whenever they congruence the norms and values of society. Furthermore, 

Suchman (1995) and Parsons (1960) mentions credibility as a factor for determining legitimacy 

meaning that individuals are willing to further invest in the company securing its survival if they 

understand the company's activities and goals. A restaurant owner mentioned the auditor 

reviewed the restaurant's financial reports for many years due to tradition, which could be 
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compared to Suchmans (1995) description of continuity. Therefore, the restaurant will gain 

legitimacy through seeking active support and use the legitimacy to counteract competition and to 

be questioned because they act in an industry with many economic faults. By continuity, because 

of the repeated audits for several years that is not connected to law requirement. By credibility 

due to the fact, the audit further helps interested parties to understand what actions an 

organization may take in the future and why they perform the action. If a company in the high-

risk industry planned to expand or if their finances have several times been questioned by 

stakeholders. By conducting an audit, they have in accordance with Suchman (1995) performed 

more actions to ensure groups in the surrounding world of their importance to the company. 

Therefore, this revised information will create further understandings regarding the company’s 

values and actions and whenever they congruence the norms and values of society. Furthermore, 

Suchman (1995) and Parsons (1960) mentions credibility as a factor for determining legitimacy 

meaning that individuals are willing to further invest in the company securing its survival if they 

understand the company's activities and goals. A restaurant owner mentioned the auditor 

reviewed the restaurant's financial reports for many years due to tradition, which could be 

compared to Suchmans (1995) description of continuity. Therefore, the restaurant will gain 

legitimacy through seeking active support and use the legitimacy to counteract competition and to 

be questioned because they act in an industry with many economic faults. By continuity, because 

of the repeated audits for several years that is not connected to law requirement. By credibility 

due to the fact, the audit further helps interested parties to understand what actions an 

organization may take in the future and why they perform the action.  

  

Another measurement taken by the restaurant owners is that they perform accounting duties with 

guidance or letting a professional, in this case, an accountant or accounting consultant, execute 

the corporate accounting. This is, much like letting an auditor review the financial report, referred 

to active support (Suchman, 1995) as the restaurant goes beyond minimum demand asked by 

stakeholders. This will also create credibility of the corporate accounting as the owners will 

attempt to minimize the numbers of errors, showing the interested parties that they are reliable. 

This will also create credibility of the corporate accounting as the owners will attempt to 

minimize the numbers of errors, showing the interested parties that they are reliable. As one 

interviewed owner letting an accounting consultant manage the accounting, later reviewed by an 

auditor, this could according to the legitimacy theory establish a large quantity of legitimacy as 

more measurements have been executed. By performing any of the above actions the restaurant 

owners will secure different amounts of legitimacy as they try to fulfil the social contracts by 

gaining the exception of society.  
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Legitimacy theory - Banks  

The interpretation of the empirical findings shows that banks based legitimacy on 

trustworthiness. Legitimacy could either be depicted by the organizations and managers history 

or the ability to pay back a loan or if the company was understanding towards the bank's interest 

or if the company had control to minimize the number of faults in the financial reports. To gain 

both control and understanding the group mentions an audited report or outsourcing the 

accounting tasks to someone with experience, such as an accounting consultant. Furthermore, the 

bank stated it had their own evaluation systems to analyse financial information and performed 

its own audit to evaluate the loan application, but the audit had other targets different from review 

performed by an auditor. Therefore, the voluntary audit is still considered to be useful for the 

banks.   

  

Both the voluntary audit and the outsourcing of accounting tasks is described by Suchman (1995) 

as active support giving credibility and trust as it is no longer mandatory by regulations. This 

shows the banks that the organization is willing to surpass the minimum demand for being 

viewed as correct and trustworthy by performing actions which are not mandatory. According to 

Jepperson (1991), this could also show interested parties are giving extended information about 

the organization's activities which could result in more credibility.   

  

As stated at the beginning of this part, the bank evaluates legitimacy based on the history that the 

organization has with the bank. This could be referred to the study of Frostenson (2015) that 

mentions that organizations who are willing perform actions resulting in achieving acceptance of 

society are securing its existence to operate. Therefore, history could be viewed a strategy for 

gaining legitimacy (O’Donovan, 2002) by showing the organizations willingness to perform 

according to the values and norms of different stakeholders in society, which is similar to 

Suchman (1995) description of active support.   

  

Legitimacy theory - Swedish tax agency  

The value of the audit was especially seen in the interview with the Swedish Tax Agency as the 

audit is used to determine which organization are to be deemed as legit. Taxes are often 

mentioned when discussing legitimacy, as the task of Skatteverket is to secure the right amount 

of corporate tax the audit could easier determine if the financial report is correct. Therefore, 

Skatteverket would prefer if more small companies within the high-risk industries performed a 

voluntary audit as it shows corporation with accounting laws and standards. By hiring an auditor, 

the organization could receive a higher amount of legitimacy due to active support that creates 

credibility (Suchman, 1995) according to Skatteverket.   
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Skatteverket also mentions that an accountant will also establish credibility as it is also 

considered to be active support according to Suchmans (1995) description. The Swedish Tax 

Agency depicts it as a smaller form of legitimacy compared to the audit because of the differing 

roles and responsibilities the accountant and auditor has. This does not mean that the authority 

dismisses the value of the accountant as Skatteverket mentions that there are several ways to 

secure legitimacy.  

  

Corporate history is also evaluated as a source of legitimacy, which is in line with the study of 

Frostenson (2015) saying that actions could result in the acceptance of society are securing its 

existence to operate. This only refers to an organization whose image is perceived to be in line 

with the values and norms of society (Suchman, 1995). Therefore, the organization could gain 

legitimacy from Skatteverket if they are deemed as trustworthy through historical actions like 

sending incorrect information, paying taxes and VAT in time etc. To further increase the trust of 

organizations within cash-intensive markets Skatteverket introduced the licensed cash-register. 

Due to the fact, Skatteverket is detrimental for the company's survival it can be established that 

Skatteverket demands continuity from companies to act according to laws and regulations. 

However, depending on the legitimacy given by historical relationship with Skatteverket is 

debatable. As the description given by Suchman (1995) includes actions that are enough for the 

company to secure its existence, therefore the demand of legitimacy complies with the minimum 

requirement and therefore the activities could be described as uncomplicated which should result 

in a low degree of legitimacy (DiMaggio, 1988) whose image is perceived to be in line with the 

values and norms of society (Suchman, 1995). Therefore, the organization could gain legitimacy 

from Skatteverket if they are deemed as trustworthy through historical actions like sending 

incorrect information, paying taxes and VAT in time etc. To further increase the trust of 

organizations within cash-intensive markets Skatteverket introduced the licensed cash-register. 

Due to the fact, Skatteverket is detrimental for the company's survival it can be established that 

Skatteverket demands continuity from companies to act according to laws and regulations. 

However, depending on the legitimacy given by historical relationship with Skatteverket is 

debatable. As the description given by Suchman (1995) includes actions that are enough for the 

company to secure its existence, therefore the demand of legitimacy complies with the minimum 

requirement and therefore the activities could be described as uncomplicated which should result 

in a low degree of legitimacy (DiMaggio, 1988)  

  

However, the legitimacy given by the licensed cash-register cannot be a completely satisfactory 

substitute for the former statutory annual audit. This is explained by Lindblom (1993) and 
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Suchmans (1995) definition of legitimacy. The licensed cash-register has a passive support and is 

continuous without being as credible compared to the audit, resulting in the company gains a 

little amount of legitimacy by performing according to law. As these demands are mandatory it is 

expected by all companies in high-risk industries to fulfil, meaning no real advantage is given 

through legitimacy connected by the licensed cash-register. The cash-register should according to 

Skatteverket lower the risk of companies within the whole a cash intensive industry, by hindering 

pilfering from the cash-register and therefore lowering the number of tax evasions. While the 

cash-register results in lowering the information asymmetry between the governmental bodies 

and the companies and leads to more legitimacy this does not mean that a licensed cash-register 

is an adequate replacement for the law of statutory audit in terms of legitimacy or terms of 

reviewing the company.  

  

Legitimacy theory- Auditors and accountant  

Auditors and accountants have long been acknowledged to be a source of corporate legitimacy, 

therefore their services are deemed as creating larger amounts of legitimacy. The interviewed 

group have depicted that small companies may still need to show that they are performing 

according to the norms of society and are to be perceived as legit. The group perceives the audit 

as the most legitimizing action due to the fact it is an external audit and the auditor has no 

connections to the client. The group also establishes the value of letting an accountant or 

accounting consultant execute the accounting services for the company. This would create 

legitimacy through the correctness of the corporate accounting due to knowledge or practical 

experience compared to the more inexperienced corporate manager (Jepperson, 1991).  

  

The interviewed group also mentions that managers in the high-risk industries could gain 

legitimacy by following the current rules and regulations established within the realm. This could 

refer to the licensed cash-register that is necessary by law in all companies and organizations 

handling money. By applying regulations restaurant owners could gain a small portion of 

legitimacy due to passive support according to DiMaggio (1998). According to the legitimacy 

theory, by complying to the minimum demands the company will secure its survival, but it is still 

recommended to increase the resources of legitimacy by adapting new strategies in accordance to 

social norms and values (Dowling & Pfeffer, 1995). However, the auditors point out several 

flaws with the licenced cash-register and therefore questions the smaller amount of legitimacy it 

gives, due to the fact a manager could manipulate the cash-register to be perceived as more legit 

even though the owner does not follow the law and therefore goes against the laws and society as 

a whole. However, the auditors point out several flaws with the licenced cash-register and 

therefore questions the smaller amount of legitimacy it gives, due to the fact a manager could 
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manipulate the cash-register to be perceived as more legit even though the owner does not follow 

the law and therefore goes against the laws and society as a whole.  
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6 Conclusion 

In this chapter, the authors will establish the result that appeared during the performed analysis 

according to the purpose of the study. The purpose of the thesis was to examine how smaller 

companies within the high-risk industries, who eludes statutory audit, legitimates itself towards 

its stakeholders. In the conclusion the author will confirm the result of their main research 

question and contribution. The chapter will lastly include the authors’ social and ethical position, 

proposal of future scientific research and critique of the thesis.  

 

6.1 Answer to main research question and purpose  

As stated in the Introduction, our purpose was to examine how the demand of legitimacy from 

stakeholders is fulfilled by companies who are no longer required by law to perform an annual 

audit. We also wanted to create an idea of needed legitimacy and how it could be fulfilled in the 

future. To answer our research purpose, we decided to ask the question: How can small 

companies within a high-risk industry increase their legitimacy after the deregulation of the 

statutory audit?  

 

By answering our secondary research questions in a summary (5.1), we found out the different 

views of legitimacy the different group considered the companies should have (5.2), we found 

different alternatives small companies in high-risk industries can use to gain legitimacy (5.3), we 

established what actors were primary stakeholders and their demands (5.4) and in the end we 

analysed the effectiveness of the sources given by the empirical findings (5.5).   

The answer to our purpose and main question are as follows:  

 

Legitimacy through the licensed cash-register  

The introduced licensed cash-register is by legal requirement obligatory for all companies in 

high-risk industry connected to the higher amount of transactions. Should a company manipulate 

the licensed cash-register to further their own benefits, such as the lower amount of taxes then the 

company is to be perceived as not legit by the Skatteverket due to the lack of moral legitimacy 

(2).  Because the Swedish tax Agency oversees the usage of the licensed cash-register and can 

give penalties which threaten the existence of the company, they are in this study considered to 

be a primary stakeholder for all small companies in high-risk industries. Furthermore, it can be 

established that the legitimacy given by the licensed cash-register is not sufficient enough to 

replace the legitimacy being given by the audit, according to DiMaggio (1988) this is because 

legitimacy given because of regulatory requirements is to be regarded as passive support. 

Therefore, little amount of legitimacy is given and as it is expected to be performed by everyone 



 

77 

in the industry, this is similar to the effect of legitimacy through continuity, as the cash system is 

incorporated into the daily activities of the company giving little ongoing investment (Parsons, 

1960). This and other taxation tasks such as VAT, income declaration, the annual statement is the 

minimum requirement for all companies and thus every company in the high-risk industries, 

should achieve this legitimacy by using the licensed cash-register according to regulation.  

  

Legitimacy through prepared and submitted financial information  

This is a requirement given by banks in order for a company to be seen as a legit, this is because 

the banks stated that a company should always prepare information that is asked by the bank, 

even if the bank does not grant them a loan then they will still be perceived as legit. This is 

because the bank defines a legit company as being trustworthy, as such reliable information is 

one way the bank decides legitimacy. Due to descriptions given by both the group companies and 

the banks, it can be established through the stakeholder theory, that a bank is from the 

companies’ point of view to be seen as a primary stakeholder. This depends on the goal of the 

company, the bank described that many smaller companies applied for loans to expand their 

business, but the companies did not become co-dependent on the bank for a long time. As a 

demand given by the bank is to collect information to base the loan applications, the bank often 

asks for annual statements, payoff calculations, balance sheet etc. While the support the 

companies seek at the bank is active support because the company is more active regarding 

preparing for the company, which will help it continue to grow. Furthermore, based on the 

results, the information submitted to the bank is to raise the credibility of the company in order to 

gain more legitimacy through understanding and being established as trustful. Therefore, 

legitimacy through prepared and submitted information is to a great amount of legitimacy even if 

they only prepare to minimum demands set up by banks. This is because the information given 

creates understanding between the bank and the companies, underlining their common interest of 

future benefits received from the other actor.  

 

Legitimacy through historical records to perform and met expectations  

The group companies mentioned that; supplier in high-risk industries at first, are more careful 

regarding the financial information of the customers (restaurants) because the supplier was left 

without payment. One owner mentioned that continued business, a relationship based on mutual 

benefits also known as pragmatic legitimacy, was created. Due to suppliers being a permanent 

and primary stakeholder, needed for the success of the company it is recommended to establish a 

good relationship at an early age of the company. Which mean the company with time will gain a 

good reputation resulting in gained legitimacy through their historical record to perform and met 

expectations.  
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The group bank described the loan application could also be dependent on the owner and the 

manager. Meaning the reputation of a company and its manager could be affecting the legitimacy 

of the company towards the bank. By performing to meet expectations from the bank the 

company can gain benefits based on mutual trust and have a higher chance of receiving future 

benefits. 

 

The third observed historical record is given by the primary stakeholder Skatteverket, who 

described that a company management who sends in the correct information, pay taxes and VAT 

in time will be seen as more legit compared to management who do not.    

  

Furthermore, the authors assess that this type of legitimacy could only be achieved through an 

earlier established past good experience, meaning a new small company in the high-risk industry 

is yet to achieve this legitimacy unless the owner or manager has been active in the industry 

before. Because this legitimacy is a mixture of both active, passive support and continuity and 

credibility the authors cannot validate how much the legitimacy will affect the company's 

standing with all the different stakeholders.  

 

The performance and knowledge of the accounting consultant and accountant  

Given as a recommendation by Justitiedepartementet (2010) and the group auditors and 

accountants for small companies in high-risk industries is to hire an accounting consultant or 

accountant instead of an auditor. This is because all the groups deemed the companies to have a 

few stakeholders to focus on and therefore the accounting consultant would give enough 

legitimacy to meet the demand from stakeholders. The bank mentioned that in order to be seen as 

legit a company needed to have enough control over the company. The accounting consultant 

would help the owner with the daily activities of the companies, with their deeper knowledge of 

accounting matters, they would be able to work as a mediator between the less experienced 

restaurant- owner and his permanent stakeholders such as the banks and the governmental 

agencies (4). Therefore, by hiring or outsourcing the financial information to someone with 

experience in accounting matters the company will be given legitimacy and credibility towards its 

financial information. Furthermore, our results show that legitimacy created through accounting 

consultant and accountant is perceived by legitimacy theory as to seek active support, this is 

because the company acts above the minimum limit by trying to establish themselves with more 

stakeholders and lessen the other actors to question the company's existence. It could be debated 

whenever the source of accountant and auditor is defined as either continuity or credibility. If the 

company through the accountant follows the accounting laws and standards then the company 
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will be seen as more predictable and also more trustworthy, therefore creating credibility for the 

small companies in the high-risk industry. While it is efficient and more reliable compared to the 

owner managing the accounting, Skatteverket underlines that it will not replace legitimacy given 

by the auditor because the consulting accounting does not have any obligation to report 

misdoings or attest the accounting information.  

 

The performance and knowledge of the auditor  

Even if the audit was deregulated in 2010, according to our results it is still perceived to be highly 

valuable in more than one way. Our results show that the audit helps to create both moral and 

pragmatic legitimacy towards most stakeholders who are interested in the company's financial 

information. This is based on Skatteverkets perspective that a company in the high-risk industry 

must possess moral legitimacy because of the historical inaccuracies and must need to distinguish 

themselves from the non- legit companies. Furthermore, the audit has been used to secure 

information, as an external party the auditor reviews the company independently unlike the 

accountant who would not be able to manage that role due to the close proximity he works with 

the company on a daily basis, putting the independence at stake. Based on banks pragmatic 

perspective of legitimacy the company through an audit ensures the bank of the correctness of the 

information and while it was not a necessity to keep the audit, the bank stated that it has use of 

the auditor's report as material for evaluating the loan application. While there has been a 

discussion in the paper of the usage of the audit, it has been established that many companies and 

stakeholders believe the audit to be necessary or beneficial to ensure their own interests. It can be 

added that the audit is an active support as it takes many stakeholders into the account and clear 

misconceptions through the auditor report and should create defensive conditions against 

organizations who question its existence. Due to the fact that the audit is meant to ensure 

stakeholders, the result shows the source of the audit is of credibility, meaning the stakeholders 

gain insight into the company establishing understanding and trust. Furthermore, since statutory 

audit is no longer a requirement for all companies, a company in the high-risk industries who 

performs an audit is perceived to have gone well beyond the minimal limit and will, therefore, 

gain more legitimacy through the audit than before the de- regulation. 

 

A short conclusion  

The minimal need for legitimacy is caused by regulatory demands, such as the licensed cash-

register, that is used especially to help raise legitimacy in the whole industry. Therefore, for the 

company to increase the most legitimacy for the company, depends on what stage the company is 

in. Should the company be newly established in the market, then to increase legitimacy in the 

future they should start and develop strategies to gain legitimacy through historical records. If the 
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company is in need of funds due to expansion then, it needs to prepare to meet the demands set 

by the banks, who will base their opinion of a legit company based on the correctness, 

willingness and mutual benefits of the company’s financial information. If the owner feels 

overwhelmed by the accounting tasks then an accounting consultant or accountant would lessen 

the burden placed on the manager. At last, if a company wants to gain more legitimacy and stand 

out from other smaller companies in the high-risk industry, then an auditor would bring even 

more legitimacy than before 2010, as it is no longer a requirement of all companies. 

 

6.2 Consequence of the analysis. 

As a result of the authors’ analysis, they have also discovered a subject that requires more 

discussions regarding the statutory audit. According to the study, an audit is efficient for securing 

the legitimacy of a company, but this is also expensive for small companies. This led to the 

authors establishing the question:     

In what way can the statutory audit be designed for small companies in the high-risk industry?  

 

Even though the licensed cash-register and the personnel lender were welcomed by the 

stakeholder as a way to maintain legitimacy it was not a perfect one, with many flaws and 

expectations that frustrated some of the companies. As stated earlier the audit is considered by 

both interviewed companies and stakeholders to have a value that to some extent exceeds the 

expenses. Therefore, a reinstatement of the statutory audit could be considered welcomed by the 

company and stakeholders in terms of ensuring the legitimacy of a company. However, it is clear 

that only reinstating the statutory audit for all small companies has been judged by the 

government (Justitiedepartementet, 2018) as a bad idea. Therefore, the authors think it would be 

interesting to examine a scenario where annual auditing exists for the industries that are in more 

need of it, such as the restaurant industry. This industry is part of the high-risk industries due to it 

being cash-intensive, therefore associated with financial fraud.  This would result in that the 

companies who according to Suchman (1995) got a low level of legitimacy through the choice of 

the industry would get higher legitimacy through a statutory audit. Even though an audit has been 

seen as excessive, it is still appreciated by banks, who use the reviewed information to ensure a 

safe investment. While acting in a high-risk industry defined by both the banks and Skatteverket 

the need for auditing is higher than compared to smaller companies outside a high-risk industry. 

If there once again was a statutory audit for every company it would most likely be the same as 

former statutory audits, therefore, pressuring the smaller companies within high-risk industries to 

unreasonable demands. Therefore, it was discussed by the group accountants and auditors that 

Sweden should introduce a more applicable audit designed for small companies since the modern 

audit is based on the association form and not on size or industry. This, when compared to the 
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Skatteverket and banks, is interesting as the experts deem the size of the company to be the main 

topic and the stakeholder view the high-risk industry to be more of interest than the auditors and 

accountants. Interestingly Riksrevisionen also mentions the high-risk industry but have not 

chosen to further establish control systems for managing this particular industry.   

 

When asked about the current form of the audit the banks answered that while the information 

given was useful, the usefulness deteriorated based on when the person asked for a loan. If the 

financial information of the company was review long before the company applied for a loan the 

bank would demand more information, therefore the bank would prefer information that could be 

established more than once a year. When discussing the idea of new controlling systems for high-

risk companies the small company owners say that they are put into a bad place, they see 

themselves as being to be reviewed and have no say regarding the establishment of laws and 

regulations. Therefore, it is unlikely they would not appreciate a new law of audit even though it 

would help them and receive benefits in the future. Since a smaller company in a high-risk 

industry may already try to establish themselves as an honest and legit company. These demands 

could, therefore, be viewed unfairly as former research says that smaller companies hardly have 

any shareholders and few external stakeholders.   

 

The authors can therefore conclude that the common opinion of interviewed parties was to have 

an adapted audit to a lower cost. While interviewing the groups provided no further suggestion, 

the authors consider this worth researching in the future.   

 

6.3 Theoretical and practical contributions  

The authors will in this section present their theoretical and practical contribution that was 

established during the study. 

 

6.3.1 Theoretical contributions   

Legitimacy in high-risk industries  

The theme of the study is based on three factors, namely legitimacy, stakeholders and high-risk 

industry. The preparation of the study was introduced by a literature review where the authors 

found numerous studies referring to deregulation of statutory audit and how it affected small 

companies and stakeholder from around the world. The literature review did not include studies 

on how high-risk industries, of which in this study will refer to restaurants, are managed in regard 

to legitimacy. The term high-risk industry derives from a Swedish term including industries well-

known for risk of financial errors and fraud, which could explain why the term is unused in 

earlier research. Nonetheless, this does not imply that the term could not be used for other 
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industries worldwide. Therefore, the authors have established the term from a Swedish 

perspective of which sources and demand of legitimacy have been confirmed. Included in the 

study are four individual groups affected by the deregulation of the statutory audit covering 

companies, primary or secondary stakeholder and common sources of legitimacy. By including 

the view of companies and stakeholders the study could establish the demand of legitimacy 

requested by the stakeholders but also what actions companies view as agreeable.  Both 

stakeholders, in this study existing of banks and Skatteverket, have confirmed that there are 

numerous alternative methods to be viewed as legit, namely by following regulations and by 

respectable historical actions. The companies have also declared the actions performed for 

securing their legitimacy which is also information not often mentioned when discussing 

legitimacy, where the focus has been on the stakeholders. The remaining group auditor and 

accountants have moreover mentioned that their occupation may need further development for 

securing corporate legitimacy, as smaller companies need to see the benefits of their services.   

The study further develops the study of Suchman regarding legitimacy by introducing the term 

high-risk industry but also a number of appropriate actions used for establishing legitimacy in the 

industries. The auditor, accountant, and accounting consultant have through previous research 

been recognised as sources of legitimacy of companies. This study confirms that this equally 

referees to companies in high-risk industries, as a measurement for establishing trust and 

correctness. The auditor is likewise acknowledged for reducing the information asymmetry. To 

finish, the study has recognised the licensed cash-register like a tool creating legitimacy. The 

amount is considered minor according to Suchman’s definition of passive support but as the 

register is a demand in several industries in Sweden, this information could benefit several 

company managers. 

 

6.3.2 Practical contribution  

The study included a number of opinions of legitimacy from individuals in the high-risk industry, 

two concerned stakeholders and sources of legitimacy. The authors considered the study as 

conversations between actors meant to establish the view of each individual. The authors hope 

the study will further develop the individual groups’ perspective meant to contribute to the 

understanding and consensus of included individuals.  

 

Companies  

The group consisted of representatives of the high-risk industry often associated with legitimacy 

difficulties, therefore legitimacy could be crucial for gaining resources or securing its survival. 

The study will contribute to the views of the two important stakeholders of which companies 

need a respectable relationship with. Skatteverket is considered a primary stakeholder meaning 
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that the company’s survival will be determined based on this relationship. The study also includes 

a secondary stakeholder of which companies often come into contact with during its existent, 

namely banks. The study includes these stakeholders view of legitimacy, therefore the companies 

could if they desire to use the information established in this study for either improving or 

maintain the relationship with these stakeholders. The study furthermore includes the 

recommendations by the auditors and accountants of which companies could further improve 

their legitimacy if they so choose. 

 

Skatteverket 

The Swedish Tax Agency, in the role of controlling agency, has established methods for 

reassuring that companies in the high-risk industry are performing according to norms and values 

through the licensed cash-register. The study contributes information that individuals from 

different groups consider this control system needing further improvements, as this could be 

manipulated according to the thesis empirical finding. Therefore, to secure the legitimacy and 

equalise competition further improvements could be recognised by the interviewed groups. The 

study also includes the view of further controlling systems from the companies, which mentions 

that they do not consider other control systems necessary, as these will create irritation between 

companies and the tax authority.   

 

Banks  

The study contributes with the view of the banks when evaluating loan applications. This 

information could be viewed as significant for companies who consider the relationship with 

banks more important.  The information will establish the legitimising methods that could be 

used when requesting bank loans, therefore making loan applications more understandable for 

companies. By using the methods mentioned, companies could contribute to the loan applicants 

easier, therefore making the process easier for banks and companies, respectively.  

  

Auditors and Accountants   

The group is often considered a source of legitimacy, therefore their contribution to the 

companies is the explanation of the legitimising services that the group provides. If companies 

choose these services and deem them necessary, it will first further increase the numbers of 

assignments for the group. This will also affect companies which will receive more legitimacy, 

therefore improve the relationship with corporate stakeholders.   
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Other contributions  

The last contribution will be towards the Swedish government. Mentioned by several 

interviewees, the audit is established to be a great source of legitimacy. Therefore, one idea 

would be to reinstate the statutory audit but this would not be in line with interviewed restaurant 

owners, auditors, and accountants. This could either refer to the higher expenses included with 

the audit or that a small company has few stakeholders making the audit less necessary. 

Therefore, the recommendation from the interviewees is that the audit would be more adapted 

towards small companies, which could secure legitimacy towards corporate stakeholder but also 

to less administrative cost for the company. 

 

6.4 Proposal for future studies  

The authors would like to contribute their proposals for future studies. These are meant to inspire 

students who in the future will be writing their bachelor thesis. The authors’ suggestions are as 

follows: 

 

 The scientific field that the authors have chosen was to examine the establishment of 

legitimacy for smaller companies within high-risk industries, but the researchers have 

only focused on one of the industries that are considered by the government as high risk. 

It would, therefore, be of interest to see if the result established in this thesis would 

correspond with other industries for example construction and hairdressers.   

 

 One stakeholder that was not included in this study due to time limits was suppliers whose 

view according to the interview group companies is worth investigating as they are 

heavily affected. Therefore, one suggestion would be to investigate what suppliers 

demand in terms of legitimacy when evaluating companies in the high-risk industries.  

 

6.5 Social and ethical position  

In this part, the authors will establish a social aspect not mentioned earlier in the thesis. This 

section will also include the author’s ethical position on plagiarism, secrecy, and fabrication of 

empirical data. 

 

6.5.1 Social aspects   

The deregulation of the statutory audit has, according to Riksrevisionen, caused a disturbance in 

the Swedish economy as companies have been given more freedom conducting its operation, 

without being reviewed by an external part, the auditor. Riksrevisionen, in line with the opinion 
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of Ekobrottsmyndigheten, considered the high-risk industries a continued problem which could 

be partly solved by reinstating the statutory audit, which would equalise the competition of the 

market and secure the economy. The authors will not contradict the view of Riksrevisionen, as a 

control system for all small companies could benefit both the economy, the companies and 

corporate stakeholders as the correctness of companies’ financial reports would be secured. The 

authors would mention that this view could be judgemental, as it would mean that companies are 

not to be trusted, which is not in line with the authors view. Therefore, the thesis was based on 

researching different ways of ensuring minimum or a greater amount of legitimacy in an industry 

which is considered mistrusted in general, resulting in five established methods to generate 

legitimacy in different quantities. The result of the interviews shows that companies in the high-

risk industry could be viewed as legit by performing the specified actions, which would 

contribute security for the company, as it will be viewed as legit. The legitimacy of companies is 

beneficial for society, as it would reassure its survival, therefore securing employment (external 

and internal employment), corporate tax and repayment of loans which will drive the economy 

forward. Therefore, it is of interest to most individuals to ensure the legitimacy of all companies, 

which is possible if the company is willing to perform one or several of the mentioned actions. 

 

6.5.2 Ethical aspects 

Plagiarism   

The authors have to the greatest extent tried to avoid conscious plagiarism of scientific reports 

established within the scientific community and all sources used in this thesis have been 

referenced according to the APA-reference system, in both the written text and in reference-list 

that will conclude this thesis. The authors cannot confirm that none of the text in this thesis is 

mentioned in other work, as the subject “deregulation of statutory audit” is considered quite 

common for accounting and auditing students but as mentioned earlier we have tried to avoid 

plagiarism. The authors chose to base this thesis, partly on the recommendation of other bachelor 

thesis’s and the lack of our chosen subject in the research field, as writing a scientific thesis is 

considered something new for the authors. Regarding the arrangement and some sources within 

the thesis, some may have been used by these former researchers, but the background, theoretical 

framework, method, empirical findings, analysis, and the conclusion was established by the 

authors. The authors have also interpreted similar bachelor reports to develop new information of 

a problem not already explored. We consider plagiarism as something worth mentioning as it can 

hurt our credibility as authors and therefore we take a stand against plagiarism and wish that this 

will be respected by other students and researchers who may take inspiration from this thesis.  
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Anonymity  

Mentioned in the method-chapter the authors have chosen to not list any of the interviewees' 

names. Before each interview, the authors asked the interviewee if their names could be 

published in the thesis of which more than half of the interviewees gave their permission. Still, a 

number of interviewees opposed, mentioning that they would not like their name published in the 

thesis and therefore the authors choose to keep all interviewees as anonymous but kept some 

information regarding their title, professional experience etc. giving the reader the ability to 

evaluate the interviewee to some extent. The authors acknowledge that mentioning the names of 

the interviewees would give the reader more to evaluate as more information could be found 

which would result in more credibility to the given answers. As authors, we believe that the 

relationship between us and the interviewees is significant, even though they agreed to be 

interviewed, they have also put themselves in a vulnerable position as we may choose to mention 

their names and opinions, which could result in damaging the interviewees' public image. We 

have therefore chosen to respect the interviewee’s requests and not mention their names in this 

thesis in exchange for an eventual loss of authenticity. 

 

6.6 Limitation of the study  

In this section, the authors will present the limitations of the study, including information 

regarding non-respondent errors and disadvantages of the chosen interviewees. 

 

Non-respondent errors  

Gaining no answers from a group of informants is more commonly described during a 

quantitative research, where the researcher sends out questionnaires and do not receive the equal 

amount of replies. This does not exclude that non-respondent errors do occur in qualitative 

research and therefore the authors would find it worth mentioning how this was handled during 

the collecting of empirical data. During the planning section of the thesis, the authors planned to 

interview five restaurant owners, as data from five owners would be sufficient for that interview 

group, whereas all interviews were confirmed with the exception of one. During one of the 

personal visits, the restaurant owner said that he would gladly be included in the study but he 

would have to confirm it with his partner and therefore the authors were asked to contact them 

later that week. After further contact, the restaurant owner decided to cancel the interview. 

Therefore, the authors chose to continue the search for a replacement interviewee which was 

found shortly after the cancelation of the non-respondent restaurant owner.  
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Disadvantages of the chosen interviewees   

Established in the method-chapter the authors have concluded a list of evaluations criteria of the 

interviewees, within the group companies consisting of restaurants owners, that was of more 

interest for the study, which resulted in the categorization system. The authors firstly thought that 

interviewees with a bank loan and no auditor was of more interest compared to one without a 

bank loan and had an auditor as this owner has found some way to create legitimacy without an 

auditor. Later on, the authors found out that this group was also the more difficult to gain 

interviewees from. Therefore, the authors acknowledge that the result may have differed if the 

other interviewees were included in the study but are still content with the given result. 
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Appendix 1. The original questionnaires in Swedish 

A. Intervjufrågor för företag 

1. Kan du berätta lite om ditt företag? 

2. Hur länge har du bedrivit din verksamhet? 

3. Hur har utvecklingen sett ut sedan företaget grundades?  

4. Förbereder du redovisningen/bokföringen? Om inte, vem gör det?  

5. Använder du dig av en revisor? Varför/ varför inte? 

6. Vad innebär revision för dig? Vet du vad arbetsuppgifterna innebär? Vad det tillför till 

företaget?  

7. Baserat på din erfarenhet kan du beskriva vem som är intresserade av era räkenskaper?   

8. Har du någonsin behövt utge dina räkenskaper för någon? 

9. Hur skapar du förtroende med dina räkenskaper utan en revisor?  

10. I vilken situation anser du att en revisor skulle vara användbar?  

11. Har du något banklån?  

12.Om ja, vilka krav ställer banken på dina finansiella rapporter, för att bevilja lånet? 

13. Om ja, kräver banken att du kontinuerligt uppfyller de krav som ställdes vid lånets 

beviljande? 

14. Det finns idag en debatt om att återföra revisionsplikten för små företag, hur skulle du ställa 

dig till om revisionsplikten återförs?  

15. Hur kontrollerar myndigheter idag att ditt företag följer deras regleringar?  

16. Vilket typ av material är det som myndigheter begär in? Är det material som ni själva har satt 

ihop?   

17. Finns det förslag ni skulle ge gällande nya regleringar?  

18. Finns det något som är speciellt med endast restaurangbranschen som ni vill uppmärksamma?  

19. Anser ni att det börjar bli för mycket krav på er att visa att era företag bedrivs enligt reglerna?   

20. Finns det något sätt att höja revisonens värde så att revisionsplikt skulle bli av större nytta för 

er? 
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B. Intervjufrågor för banker 

1. Berätta lite om dig själv och dina arbetsuppgifter?   

2. Hur lång arbetslivserfarenhet har du av banksektorn?   

3. När företag begär ett lån, vad brukar vara den vanligaste underlag som ni begär in för att 

bedöma låneansökan?   

4. Hur har den slopade revisionsplikten påverkat ert arbete när det gäller bedömningar av 

låneansökningar?   

5. Har banken upptäckt fler brister i det material som lämnats efter att revisionsplikten slopats?   

6. Vilket underlag anser ni vara godtagbart om företaget inte har en reviderad årsredovisning?   

7. Ser lånevillkoren annorlunda baserat på om de har genomfört en revision eller ej?  

8. Spelar företagets bransch någon roll när bedömer begäran om lån?   

9. Påverkar begärt lånebelopp det underlaget som efterfrågas av er?  

10. Har ni sett någon utveckling om att företag har sämre betalningsförmåga nu jämför med när 

revisionsplikt var standarden?  

11. Enligt Riksrevisionen kan det återigen bli aktuellt att återinföra revisionsplikten, hur skulle 

det påverka ert arbete? 

12. Tror ni att revision är lösningen på legitimitetsproblemet eller tror ni det finns andra sätt att 

skapa legitimitet utan revisionen? 

13. Finns det annan typ av granskning förutom revision som skulle kunna ge er mer information 

om företagets ekonomiska ställning? 
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C. Intervjufrågor för Skatteverket 

1. Kan du berätta lite om dig själv? 

2. Kan du berätta lite om dina arbetsuppgifter?  

3. Vad är det ni kontrollerar rörande ett företags räkenskaper? Finns det något ni granskar 

tydligare?  

4. Hur fastslår ni att ett företags finansiella rapporter återspeglar företaget ekonomiska position?  

5. Har den slopade revisionsplikten påverkat Skatteverkets arbetsrutiner? Har du ett exempel?  

6. Vilket material kan ni begära förutom räkenskaper för att fastställa dess reliabilitet/kvalité?  

7. Vad är det vanligaste felet ni upptäckt sen revisionsplikten slopades?   

8. Finns det specifika drag hos företagen inom högriskindustrin?  

9. Vad vi ser så finns det idag en debatt om att återföra revisionsplikten för små företagare, vad är 

din åsikt om detta?  

10. Har ni något förslag gällande nya regleringar och lagändringar? Finns det något som är 

speciellt med endast högriskindustrin som ni vill uppmärksamma? Är det rimligt att 

vidareutveckla befintliga kontrollsystem för dessa industrier?   

11. Vad anser ni är den största risken rörande dessa branscher om de inte längre omfattas av 

obligatorisk revisionsplikt? 
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D. Intervjufrågor för revisorer och redovisare 

1. Kan du berätta lite om dig själv?   

2. Kan du berätta lite om dina arbetsuppgifter? (revision/bokföring/bokslut)   

3. Hur lång arbetslivserfarenhet har du av rollen som revisor/redovisningskonsult?  

4. Hur har avregleringen av lagstadgad revision påverkat ditt arbete? 

5. Enligt er åsikt, vad anser ni är företagarnas motivation för att genomföra en revision av sina 

räkenskaper?   

6. En revision har ansetts vara en kvalitetsstämpel, hur tror ni att företag utan revision uppnår 

liknande nivåer av trovärdighet? 

7. Enligt er åsikt, tror du att det idag finns branscher som anses mer riskfyllda angående sin 

bokföring, och i sådana fall vilka? Hur skulle du definiera begreppet riskfylld i detta fall?  

8. Anser ni att det finns branscher där revision skulle vara mer behjälpligt jämfört med andra trots 

att det inte finns krav på revision?  

9. Vanligtvis anser många att en reviderad årsredovisning är ett godtagbart underlag, men idag 

vet vi att små företag ej måste genomföra en revision, vilket underlag anser ni i sådana fall kan 

vara godtagbart om det inte finns en granskad årsredovisning?   

10. Tror ni att revision är lösningen på legitimitetsproblemet eller tror ni det finns andra sätt att 

skapa legitimitet utan revisionen?  
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Appendix 2. Questionnaires translated to English 

A. Interview questions for companies 

1. Can you tell us a little about your company? 

2. How long has the company existed? 

3. How has the company developed since its establishment? 

4. Do you prepare the accounting/bookkeeping yourself? If not, then who prepares it? 

5. Do you currently employ an auditor? Why/Why not? 

6. What does the term audit mean to you? Do you know the auditor’s assignments? How 

does it benefit the company? 

7. Based on your experience, could you describe who would be interested in your 

financial information? 

8. Have you ever had to hand over your financial information to anyone? 

9. How do you create trust in the credibility of the financial information without an auditor? 

10. In what situation would you consider the audit to be useful? 

11. Do you have any bank loans? 

12. If the answer is yes, what demands did the bank put on your financial reports, in order to 

approve the bank loan? 

13. If the answer is yes, does the bank have a continuing control of the demands, used for 

the evaluation? 

14. There is currently a debate on re-instating the statutory audit for small companies, 

what is your stance on a re-instalment of statutory audit? 

15. How do governmental agencies currently monitor that your company follows their 

regulations? 

16. Which type of material does the governmental agencies request? Is it material that you 

have put together yourself? 

17. Do you have any suggestions regarding new regulations? 

18. Is there anything specific to the restaurant industry that you would like to highlight? 

19. Do you believe there is too much demand put on you to show your business is managed 

according to the rules? 

20. Is there a way to increase the value of the audit so the audit obligation would be more 

useful for you? 
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B. Interview questions for banks 

1. Tell us a little about yourself and your work assignments? 

2. How long work experience do you have from the banking sector? 

3. When companies request a loan, which is the most common material that you demand 

for the evaluation of their loan application? 

4. How did the deregulation of statutory audit affect your work when evaluating loan 

applications? 

5. Has the bank detected more faults in material submitted after the deregulation of 

statutory audit? 

6. What material do you consider as acceptable if the company does not have an audited 

annual statement? 

7. Do loan conditions differ depending on if the company have been audited or not? 

8. Does the industry matter when evaluating a loan application? 

9. Does the desired loan amount affect the materials requested by you? 

10. Have you noticed any developments that companies show less ability to re-pay their bank 

loans now compared to when statutory audit was the standard? 

11. According to the Office of the Auditor General, it may once again be necessary to 

reintroduce the audit obligation, how would it affect your work? 

12. Do you believe the audit is the solution to the legitimacy problem or do you believe 

there are other ways to create legitimacy without the audit? 

13. Are there other types of reviews except the audit that would give you more 

information about the company’s financial position? 

 

 

 

 

 

 

 

 

 

 



 

101 

C. Interview questions for the Swedish Tax Agency 

1. Could you tell us a little about yourself? 

2. Could you tell us about your work assignments?’ 

3. What are you checking regarding company accounting? Is there anything you review 

more clearly? 

4. How do you confirm that a company’s financial reports reflect the company’s financial 

position? 

5. Did the deregulated audit obligation affect the Swedish Tax Agency’s work routines? 

Could you give an example? 

6. What material could you ask for except the financial reports to ensure its 

reliability/quality? 

7. What is the most common mistake you noticed since the audit obligation was 

abolished? 

8. Are there any specific characteristics connected to companies within the high-risk 

industries? 

9. There is currently a debate regarding reinstating the statutory audit for the small 

companies, what is your opinion on this? 

10. Do you have any suggestions for new regulations and law changes? Is there anything special 

about the high-risk industry you want to highlight? Is it reasonable to further develop existing 

control systems for these industries? 

11. What, in your opinion, is the greatest risk connected to these companies if they are no 

longer covered by the obligatory audit duty? 
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D. Interview questions for auditors and accountants 

1) Could you tell us a little about yourself? 

2) Could you tell us a little of your duties (auditing/accounting/financial statements)? 

3) How long work experience do you have as the role of auditor/accounting consultant? 

4) How did the deregulation of statutory audit affect your work? 

5) In your opinion, what motivates the company owners to conduct an 

audit of their financial information? 

6) An audit is considered a stamp of quality; how do you think that companies without 

the audit gain similar levels of credibility? 

7) In your opinion, do you think there are industries who are perceived to be riskier 

regarding in terms of bookkeeping, and in which case which ones? How would you define the 

term riskier? 

8) Do you, in your own opinion, consider there to be industries which have more to 

gain from an audit when there is no longer an audit obligation? 

9) A reviewed financial report is often considered acceptable material for evaluation, we 

know that smaller companies are no longer obligated to conduct an audit, what alternative 

material do you consider acceptable if a company does not have an audited 

annual statement? 

10) Do you consider the audit as the solution of the legitimacy problem, or are there other 

ways to create legitimacy without an audit? 

 

 


