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Abstract: Audit sampling involves the application of audit procedures to less than 100% 
of items within an account balance or class of transactions. Our article aims to study audit 
sampling in audit of financial statements. As an audit technique largely used, in both its 
statistical and nonstatistical form, the method is very important for auditors. It should be 
applied correctly for a fair view of financial statements, to satisfy the needs of all financial 
users. In order to be applied correctly the method must be understood by all its users and 
mainly by auditors. Otherwise the risk of not applying it correctly would cause loose of 
reputation and discredit, litigations and even prison. Since there is not a unitary practice 
and methodology for applying the technique, the risk of incorrectly applying it is pretty 
high. The SWOT analysis is a technique used that shows the advantages, 
disadvantages, threats and opportunities. We applied SWOT analysis in studying the 
sampling method, from the perspective of three players: the audit company, the audited 
entity and users of financial statements. The study shows that by applying the sampling 
method the audit company and the audited entity both save time, effort and money. The 
disadvantages of the method are difficulty in applying and understanding its insight. Being 
largely used as an audit method and being a factor of a correct audit opinion, the sampling 
method’s advantages, disadvantages, threats and opportunities must be understood by 
auditors. 
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1. Introduction 
In auditing financial statements, the auditors use sampling methods in order to provide a 
reasonable opinion that financial statements are free of material misstatements.  
Randall et al (2013) say that applying sampling depends on each auditor way of 
judgement, influenced by factors as competitors, culture, legal regulations and risk of 
litigation. 
Hall et al (2002) study informs readers that less than 10% of the auditors received training 
regarding the sampling methods, while majority said that reliance is put on the employer’s 
audit guides. 
Since there is not at this date a unitary methodology in applying sampling method in audit, 
the professional judgement influences the use of the method, the risk of error being high. 
Studying the sampling method practices, its advantages, disadvantages, strengths, 
threats and opportunities become mandatory. 
The SWOT analysis, developed by the Standard Research Institute in 1960-1970, is a 
method which helps mainly analysts and management to form a view of the business 
positions, taking into consideration impact of internal and external factors. Nowadays this 
method also helps teachers, trainers being used as a strategic tool. 
According Hems and Nexon (2008) the SWOT analysis is simple to use, practical for 
management, but its results must be combined with other analysis tools in order to obtain 
a complete view. 
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In their article, Making SWOT analysis work, Piercy and Giles (1989) say that the SWOT 
analysis suffered from “familiarity breeding contempt” and even if it is largely used is not 
always well. 
 
2. Case study 
In this study we aim to develop a SWOT analysis of the sampling technique, showing its 
strengths, weaknesses, threats and opportunities from the perspective of the audit firm, 
the audited company and users of accounting information. 
In general entities work with large data populations and auditors need data, usually for a 
financial year. Exhaustive testing requires auditing all of the components of the 
populations within transaction accounts, account balances or documents, but this 
becomes impossible in our time. Entities in the third millennium have sophisticated 
embedded operating systems with large data bases. These entities are often subsidiaries 
of multinational companies with market shares outside the country of residence or listed 
companies. 
Using sampling saves time for auditors and for the employees of audited companies. The 
auditors have less work and the company’s employees have to provide fewer 
explanations and less information to auditors. 
In financial year, an entity that is required by current regulations to be audited has, in 
most cases, large populations of data. If the audit would require testing all elements of 
the population, it would mean more work, effort and a longer period for the audit 
engagement. 
Sampling manages to reduce audit costs for both the auditors and the company. With 
decreasing levels of work for auditors, the costs of the audit engagement decreases. 
Without applying the technique of sampling the company would pay more to auditors, in 
some cases much more than it would pay normally. 
Besides labor efficiency, audit sampling provides feedback to users of accounting 
information in a shorter time than by auditing using exhaustive tests. Thus users can 
make decisions in a timely manner, giving themselves a chance to maximize economic 
benefits in the shortest time. 
It is difficult in some cases for the audit team to choose a representative sample using 
sampling due to factors related to the risk inherent in the business, various characteristics 
of populations, or detailed tests or tests of controls applied to sensitive areas where the 
risk of fraud is large, such as income area of an entity. 
One difficulty faced by the audit firms is the correct application of statistical techniques 
due to little knowledge in the field, lack of experts to be part of trainings required. Audit 
companies are reluctant to invest in employee training sessions, in the application of 
statistical technique, balancing the benefits of formal techniques used to select a correct 
sample and evaluate outcomes, and the high costs in terms of software and employee’ 
skills. 
Another weakness of the sampling technique is that it cannot be applied in all areas of 
auditing financial statements, auditors are reluctant to use it to test management's 
estimates. Testing of such management reasoning requires the audit of the entire 
population’ estimates, each of this estimate is significant and requires an exhaustive test. 
In general, management and other employees have limited knowledge in interpreting the 
results of the auditors applying statistical sampling, even if they receive explanations 
regarding the audit plan. 
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There are situations where auditors face conservatism of people in management in the 
application of statistical sampling technique, using computer programs. This would be 
the case of a large entity with many complex transactions containing high significant 
value, for which auditors use statistical sampling and default software that calculates the 
median of the sample and selects the sample test items. If management is conservative 
and does not trust the new technology, auditors work will be hampered. 
The vast majority of business users have limited knowledge regarding the application of 
the technique by the auditors, being unable to challenge the conclusions they reached.  
Another weak point of using the sampling method, from the point of view of the tax 
authorities, is the non-identification of issues such as VAT, contributions and other duties 
payable to the state. 
Among the opportunities offered by this technique, from the perspective of the audit firm, 
the technique enjoys a good reputation, with a certain methodological stability auditors 
using it with confidence, being encouraged by the high interest of researchers for this 
technique and the possibility of discovering new ways to streamline the work. 
The vast majority of audited operators are interested in supporting and understanding the 
audit process, having access to information on the internet, from published rules and 
auditing standards.  
However, there is willingness on the part of local authorities and professional bodies, to 
support the development of technology and quality of the audit, and from the part of 
practitioners to attend conferences in order to exchange experience with researchers. 
There are other audit techniques appropriate in certain situations, being more efficient 
than sampling, such as analytical procedures in auditing the accounts as the expenditure 
accounts, which are characterized by predictability, these expenditures being 
proportional to certain variables. 
Wrong conclusions reflected in an incorrect audit opinion of the financial statements can 
result in litigations and loss of reputation of the audit firm. The company can lose 
significant amounts of money at the expense of companies audited, in particular to their 
associates, dissatisfied with the lack of professionalism and quality of auditors’ work. 
Failure to identify misstatements - not identified and not corrected significant errors in a 
timely manner, can lead to economic losses to the audited entity. 
There are cases in which the audited entity’s management put pressure on auditors. They 
are forced to provide audit opinions in the shortest time possible, with the risk of non-
professionalism in applying audit techniques. 
Another reason is the low budget that restricts auditors of the engagement, due to a 
contract with a small cost to their customers. To obtain lower costs auditors are likely to 
apply sampling and draw incorrect conclusions, by not investigating sufficiently certain 
issues and this impacts directly the audited company. 
The risk of wrong opinions due to unrepresentative samples affects users of economic 
information that are placed in an impossible situation to take correct, strategic , long-term 
decisions in a socio - economically destabilizing environment. 
SWOT analysis reveals the strengths and weaknesses of sampling, presenting 
opportunities and threats misuse of technology, from the point of view of the audit 
company, audited entity and the different users of accounting information (table 2). 
Strengths and weaknesses refer to sampling, the advantages and disadvantages of the 
method (internal factors). Opportunities and threats analyze the external environment, 
identifying aspects that favor and threaten the proper application of the technique (table 
1). 
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3. Conclusion 
The sampling method is used in the audit of financial statements because it saves time, 
work and money for all the parties involved. 
Users of financial statements should be correctly informed about the financial position 
and results of the entity, in order to make correct investment decisions. So, prudence and 
professional judgement are mandatory, in order to give a reasonable assurance that the 
financial statements present a fair view and do not contain material misstatements. 
Auditors risk their own reputation, money in litigation trials or even prison if they emit an 
incorrect opinion.  
Being largely used as an audit method, the sampling method’s advantages, 
disadvantages, threats and opportunities must be known mainly by auditors and all its 
users. 
 
 
Table 1: Weaknesses-strengths axis 
 

 

 

 

 

AUDIT 
COMPANY 

STRENGTHS WEAKNESSES 

 

· lower effort for the audit team 
members; 

· few time spent by the auditors  
that performn audit tests; 

· lower costs for the audit 
company which has a budget 
for each engagement; 

· efficiency in auditor’s work. 
 

· difficulty in selecting a 
representative sampling from 
a population;  

· less knowledge in applying 
statistical sampling method; 

· high costs in the case of 
statistical sampling method 
with the training of the 
employees; 

· formal techniques used for 
determination of sample’s 
size, selecting the sample 
and for valuation of results, in 
the case of statistical 
sampling; 

· neaplicarea eşantionării în 
auditarea estimărilor 
managementului. 

 

 

 

 

 

 

 

AUDITED 
ENTITY 

· few time for the 
representatives’ of the audit 
company, which are obliged to 
give explanations, to discuss 
and offer the auditors support 
documents; 

· smaller costs for the audited 
company, which will pay for 
the auditors’ services. 

· limited knowledge in 
interpreting auditor’s resuts in 
aplying statistical sampling 
method; 

· management’s 
conservatorism in aplying 
sampling method with 
different software. 
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USERS OF 
FINANCIAL 
DATA 

·   receipt of audit opinion in a 
short time, by aplying 
sampling technique and 
decision making in a short 
time.  
 
 

·   limited knowledge in 
interpreting auditor’s resuts 
and impossibility of 
challeging the conclusions 
drawn; 

·   failure to identify fiscal 
taxable aspects, form the 
point of view of authorities. 

 

Source: author’s projection 
Sursa utorului 
 
Table 2: Opportunities-threats axis 

 
 
 
 

 
AUDIT 
COMPANY 

OPORTUNITIES 

 

                      THREATS 

 

·  the technique has a good 
reputation, characterised by 
a methodological stability; 

·   the high interest from the 
researcher’s and auditor’s 
part, regarding this method 
which offers efficiency in 
their work.  

·  There are other audit 
techniques, opportune 
in some situations; 

·  Wrong conclusions and 
incorrect audit opinions, 
can lead to litigations 
and loose of good 
reputation. 

 

 

 

 

 

 

 

AUDITED 
ENTITY 

· interest from the part of 
economics agents to 
understand and support the 
audit process; 

· access to information. 
 

· not identifying some  
significant 
misstatements/ errors in 
due time; 

· unprofessionalism in 
applying the technique in 
the detriment of smaller 
costs. 

 
 
 
 
USERS OF 
FINANCIAL 
DATA 

· availability from the 
authorities’ part and 
professional organisations to 
support the improvement of 
the technique and the quality 
of audit;  

· availability from the 
practitioners’ behalf to 
participate at conferences for 
experience exchange with 
theorists. 

 

· the risk of a wrong audit 
opinion caused by 
unrepresentative 
samples and 
misinformation of users; 

· impossibility to take a 
correct, strategic 
decision, on long term;  

·  the socio-economic 
unstable context. 

 

 
 
 

Source: author’s projection 
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