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SUMMARY: On November 18, 2022, the Public Company Accounting Oversight Board (the 
Board or PCAOB) issued a request for comment on its proposed quality control standard, A 
Firm’s System of Quality Control and Other Proposed Amendments to PCAOB Standards, Rules, 
and Forms (PCAOB 2022). This commentary summarizes the participating committee members’ 
views on (a) the overall standard and selected questions, and (b) recent research that we 
encourage the PCAOB to consider.  
 
 
Note: The views expressed in this letter are those of the participating members of the Committee 
and do not reflect an official position of the American Accounting Association. The comments 
do not necessarily reflect the views of every member.
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Comments of the Auditing Standards Committee of the Auditing Section of the American 
Accounting Association on the PCAOB’s A Firm’s System of Quality Control and Other 

Proposed Amendments to PCAOB Standards, Rules, and Forms 
 

I. INTRODUCTION 

We are pleased to provide feedback on the PCAOB’s (2022) proposed quality control 

(QC) standard, A Firm’s System of Quality Control and Other Proposed Amendments to PCAOB 

Standards, Rules, and Forms. Given the magnitude of the proposal, the timeline for comments, 

and the Auditing Standard Committee’s previous response (Brown et al. 2020) to the related 

Concept Release (PCAOB 2019), we focus on two key areas in this response: (a) the overall 

standard and selected questions, and (b) recent research that we encourage the PCAOB to 

consider.1 In the sections below, please note our focus on balancing processes and outcomes, as 

well as the possible implications of the PCAOB’s accountability focus for attracting and 

retaining audit talent. 

II. COMMENTS ON THE PROPOSAL 

Overall Observations and Selected Questions 

We commend the PCAOB’s principles-based approach to QC in that it affords firms the 

opportunity to appropriately respond to the unique quality risks identified with reference to firm 

and engagement circumstances. In this regard, we note the wealth of literature informing firms of 

the ways in which they may be able to effectively establish quality objectives, identify and assess 

quality risks, design and implement quality responses, and monitor the QC system. We are 

unable to cover all of this literature in our response, and the relevance of the research will be 

contingent on firm and engagement circumstances (see, for example, Knechel, Krishnan, 

Pevzner, Shefchik, and Velury (2013), Simnett, Carson, and Vanstraelen (2016), and Simnett and 

 
1 Throughout our response, we use or adapt certain language from the PCAOB (2022) proposal. 



 2 

Trotman (2018) for broad overviews of this research). We do, however, consider some of the 

more broadly-applicable research in our response to Questions 81, 82, and 84 in the next section.  

In considering the overall proposed standard, we concentrate on the higher-level, 

principles-based requirements and the incremental requirements beyond those which are required 

by ISQM 1 (IAASB 2020) and SQMS 1 (AICPA 2022a). In summary, we speak to our concerns 

around the requirements for firms that have not and do not plan to perform engagements 

pursuant to PCAOB standards (Question 5), the accountability and certification requirements 

(Questions 12, 21, 25, and 62), the explicit recognition and required responses to risks of 

intentional misconduct (Questions 16 and 17), assessing quality risks independent of quality 

responses (Question 19), and the conditional requirements applicable to firms that issue audit 

reports with respect to more than 100 issuers (Question 22, 23, 28, and 47).  

Question 5: Is it appropriate for the proposed standard to require firms that have not 

and do not plan to perform engagements pursuant to PCAOB standards to design a QC system in 

accordance with QC 1000? Why or why not? Would this requirement impose disproportionate 

costs on small firms? Please provide data or estimates, if available, on such costs. 

On the basis of our review of the research, we do not believe that it is appropriate to 

require firms that have not and do not plan to perform engagements pursuant to PCAOB 

standards to design a QC system in accordance with QC 1000. We come to this conclusion on 

account of the difficulties firms will likely have in designing a QC system based on largely 

hypothetical circumstances and the likely inappropriateness of the previously-designed QC 

system should the need for it to be implemented and operated arise. While we acknowledge the 

PCAOB’s statutory mandate as it relates to QC standards applicable to all registered firms, we 
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believe that the design requirements applicable to firms that have not and do not plan to perform 

engagements pursuant to PCAOB standards be limited to client acceptance components. 

To understand what would be expected (and the challenges therein) of firms required to 

design a QC system to address the unique quality risks in a hypothetical future engagement, we 

turned to research on scenario planning (see Amer, Daim and Jetter (2013) for a review of this 

literature). Audit firm personnel designing a QC system to address hypothetical future 

circumstances will face many challenges and will need to overcome numerous cognitive biases 

(see Schoemaker (2004) for a discussion of some of these challenges). The challenges cited by 

the PCAOB that limit the practical implementation and operation of a QC system when there is 

no engagement are also evident in the design of a QC system when there is no engagement. 

The designed QC system would inevitably need to be modified if it was ever to be 

implemented and operated. Such modification would be necessary in light of the realized 

circumstances present when the firm needs to perform an engagement pursuant to PCAOB 

standards. These modifications are unlikely to be sufficient. Auditors have been shown to be 

susceptible to an anchoring bias in different judgment and decision-making settings (e.g., Joyce 

and Biddle 1981; Harding and Trotman 2009; Pike, Curtis, and Choi 2013). When judgments 

and decisions are influenced by anchoring bias, a salient starting point is overrepresented in the 

final judgment/decision that is made (Tversky and Kahneman 1974). That is, there is insufficient 

adjustment from the anchor. 

Consistent with the intrusion of an anchoring bias in risk assessment, auditors are often 

not sufficiently responsive to new circumstances that come to their attention during the audit and 

normatively require an amendment to the original audit plan (e.g., Glover, Jiambalvo, and 

Kennedy 2000; Hoffman and Zimbelman 2009; Bauer, Hillison, Peecher, and Pomeroy 2023). 
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Our concern, therefore, is that should a previously-designed QC system subsequently need to be 

implemented and operated, there likely will be insufficient amendments to the original system to 

take into account the realized and contemporary circumstances of the environment, firm, and 

engagement that have given rise to the need to implement and operate the plan. We are 

concerned that a QC system designed for a hypothetical future situation, and amended for actual 

realized circumstances, will not be effective in achieving the reasonable assurance objective. 

Requiring firms that have not and do not plan to perform engagements pursuant to 

PCAOB standards to design a QC system in accordance with QC1000, therefore, is likely to be 

costly and realize little, if any, benefit. Indeed, it may even have the unintended consequence of 

inappropriate QC systems being implemented and operationalized. In such a situation, the 

confidence believed to vest with prospective clients by requiring firms to have a PCAOB-

compliant QC system designed and ready for implementation and operation may be misplaced.  

We believe that a more effective QC system would be designed with knowledge of the 

actual circumstances of the engagement being undertaken pursuant to PCAOB standards. For 

firms that have not and do not plan to perform engagements pursuant to PCAOB standards, the 

PCAOB may wish to limit the design of the QC system to components associated with client 

acceptance quality objectives.  

Question 12: Are the proposed requirements related to roles and responsibilities 

described in the standard clear and appropriate? If not, how should they be clarified or 

modified? 

The proposals in QC1000 emphasize and envisage greater accountability (especially for the 

firm’s principal executive officer and firm personnel assigned operational responsibility for the 

QC system as a whole) (see paragraphs .11, .14, .15, and .79). Particularly with regard to explicit 
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certification, but also with reference to roles and responsibilities, this extends responsibilities 

beyond those envisaged in ISQM 1 and SQMS 1. 

While the imposition of accountability is largely positive in that it, for example, mitigates 

agency costs and controls effort and behavior (Quinn and Schlenker 2002; Stewart, Snyder, and 

Kou 2023), improves decision-making (Hall, Bowen, Ferris, Royle, and Fitzgibbons 2007), 

reduces unethical behavior (Pitesa and Thau 2013), and minimizes self-superiority beliefs 

(Sedikides, Herbst, Hardin, and Dardis 2002), it is not a panacea. We are concerned that the 

negative consequences of increased accountability have not been fully considered in the decision 

to increase accountability requirements.  

Research indicates that increased accountability can have negative effects, including a 

reduced sense of responsibility (Dose and Klimoski 1995), amplified cognitive biases (Lerner 

and Tetlock 1999), increased stereotyping (Gordon, Rozelle, and Baxter 1989), cognitive 

laziness (Tetlock 1992; Hall, Frink, and Buckley 2017), squandered resources (Adelberg and 

Batson 1978), and increased job tension and emotional exhaustion (Hall, Royle, Brymer, 

Perrewe, Ferris, and Hochwarter 2006). Furthermore, accountability can be manipulated by those 

who are politically skilled, for instance, through the use of impression management to increase 

trust and lower the extent to which they are held accountable (Hall et al. 2017). As concluded by 

Lerner and Tetlock (1999), only certain subtypes of accountability lead individuals to exert 

greater cognitive effort. Accountability interacts with decision-maker characteristics and the 

environment to produce a variety of effects, not all of which are positive. 

Peecher, Solomon, and Trotman (2013, 597) speak to many of these accountability issues 

in an audit regulatory setting and conclude that “…auditors’ current accountabilities are unlikely 

to motivate them to target high quality financial statement audits or to invest in research and 
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development activities that would improve longer term audit quality.” They propose that an 

accountability framework for auditors should more effectively balance rewards vs. penalties and 

process vs. outcomes. In this regard, we note that while QC1000 proposes accountability for the 

operation of the QC system (which would capture elements of process and outcome), the 

reporting / communication associated with these accountabilities is focused on negative 

outcomes (e.g., violations), and the certification proposed in paragraph .79 is outcomes based 

and negatively oriented. 

We therefore encourage the PCAOB to balance accountabilities in proposed QC1000 such 

that processes and outcomes, as well as rewards and penalties, are more appropriately weighted. 

For example, in addition to specifying responsibilities and accountabilities for QC deficiencies 

(see para .17 and paras .58–.76) requirements could also include responsibilities and 

accountabilities for QC breakthroughs (i.e., identified ways of doing things better). By doing so, 

we believe that this will not only help realize the benefits of accountability, but also encourage 

auditors to excel and not simply aim to meet minimum quality thresholds to avoid sanction (see 

also our response to Questions 21 and 62). 

Question 16: Should the proposed definition of “quality risks” explicitly address risks of 

intentional misconduct by firm personnel and other participants? If not, please explain why. 

Should the definition explicitly address other risks? If so, what are the other risks? 

On the basis of research that we have reviewed, we do not believe that the proposed 

definition of quality risks should explicitly address risks of intentional misconduct by firm 

personnel and other participants. Intentional misconduct, by its nature, would have a reasonable 

possibility of adversely affecting the firm’s achievement of quality objectives, and since these 

risks are not assessed with reference to the possibility of occurrence, would represent a quality 
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risk requiring a response. Our concern is that the necessary response, especially as it relates to 

monitoring of colleagues’ behavior and incidences of intentional misconduct, may negatively 

impact intra-organizational trust and have a detrimental effect on the firm’s ability to achieve 

quality objectives. 

 Research in psychology and management highlights that monitoring for incidences of 

intentional misconduct can signal and engender distrust for and of employees (e.g., Frey 1993). 

Monitoring of a particular behavior signals that the organization expects such behavior to occur 

(e.g., Cialdini 1996). This erosion of trust can have significant deleterious effects on employee 

behavior and attitudes, as well as team performance (see Kramer (1999) for a review and De 

Jong, Dirks, and Gillespie (2016) for a meta-analysis). To illustrate, trust is important in 

facilitating communication, cooperation, learning, and performance quality and quantity (Burke, 

Sims, Lazzara, and Salas 2007). Trust also increases “organizational citizenship behavior” 

motivating employees to perform tasks above and beyond those specifically assigned to them 

(Organ 1990; Rousseau and McLean Parks 1993). To the extent that trust is eroded by 

monitoring for intentional acts of misconduct, the QC system, which will be relying on the 

behaviors that trust engenders, will be less effective than would otherwise be the case. 

In an audit setting, trust within audit teams is associated with higher-quality audit outcomes 

(e.g., Pratt and Jiambalvo 1981; Nelson, Proell, and Randel 2016; Bauer and Estep 2019). The 

psychological safety that accompanies trust facilitates knowledge exchange and learning. To 

illustrate the potentially deleterious consequences of an erosion of trust in audit teams and firms, 

trust is positively associated with employee voice and elevates a willingness to whistle blow 

(Seifert, Stammerjohan, and Martin 2014; Wilson, McNellis, and Latham 2018). To the extent 

that explicitly addressing risks of intentional misconduct by firm personnel erodes trust, we fear 
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that rather than contributing to, it will constrain, the achievement of quality objectives. We are 

not suggesting that the firm should ignore risks of intentional misconduct, but rather suggest that 

this may be more effectively considered and responded to as part of the broader understanding of 

quality risks and not explicitly addressed. 

Question 17: In the proposed definition of “quality risks” should the threshold of 

“reasonable possibility of occurring” also apply to all risks, including risks of intentional 

misconduct by firm personnel and other participants? If so, why? 

In our response to Question 16, we note our concerns with explicitly addressing risks of 

intentional misconduct. We believe that doing so will undermine trust within the firm and audit 

teams and make it less likely that quality objectives will be achieved (Frey 1993; Cialdini 1996; 

De Jong, Dirks, and Gillespie 2016). 

If the PCAOB decides to continue to explicitly address risks of intentional misconduct, we 

believe that the threshold of “reasonable possibility of occurring” should apply. Intentional 

misconduct speaks to a questionable ethical and moral disposition which would have a pervasive 

effect on all dimensions of QC. So, all acts of intentional misconduct within the risk population, 

irrespective of their possibility of occurrence, would represent a quality risk. In designing, 

implementing, and operating responses to all intentional acts of misconduct, the firm would be 

embedding a culture of distrust and institutionalizing constraints on the achievement of audit 

quality. If intentional misconduct is to be explicitly addressed, we believe it should be subject to 

the same threshold as other risks, thereby minimizing the negative effects on trust.  

Question 19: Are the proposed requirements sufficient to prompt firms to appropriately 

identify, assess and respond to quality risks, or is supplemental direction needed? If 
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supplemental direction is needed, what would assist firms in identifying, assessing, and 

responding to audit quality risks? 

We commend the inclusion of a note to paragraph .20b emphasizing that the assessment of 

quality risks is based on inherent risk (i.e., without regard to the effect of any related quality 

response), in that it reduces the possibility of quality risks being de-emphasized on the 

potentially misplaced belief that there are effective quality responses. However, we note that 

auditors may have trouble achieving this. 

As noted in the commentary accompanying proposed paragraph .20b, the identification and 

assessment of quality risks is similar to the approach to assessing inherent risk in AS 2201 

(PCAOB 2007). With regard to assessing inherent risk, Miller, Cipriano, and Ramsay (2012) 

report results consistent with the understanding that auditors assess inherent risk assuming an 

average or expected level of controls. This finding is consistent with earlier studies examining 

the audit risk model which speak to the interdependencies between inherent and control risk and 

the challenges in distinguishing inherent and control risk factors (e.g., Cushing and Loebbecke 

1983; Waller 1993; Messier and Austen 2000). To the extent that this may also be the case when 

identifying and assessing quality risks, and that quality risks may be overlooked (or under-

emphasized) on the belief that they will be addressed by expected (but not necessarily realized) 

quality responses, a note accompanying paragraph .20b may not be sufficient to prompt or 

remind auditors of the independence of quality risks from quality responses. Supplemental 

direction may be needed. 

Question 21: Are the proposed quality objectives for governance and leadership 

appropriate? Are changes to the quality objectives necessary for this component? If so, what 

changes? 
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As we note above in our response to Question 12, we believe that the quality objective of 

holding leadership accountable (paragraph .25(b)) is appropriate, but that such accountability 

should not be limited to deficiencies and sanctions, and focused on outcomes, but extended to 

process and an acknowledgement of positive behaviors and rewards (see Peecher et al. 2013). 

We are concerned that the quality objectives as presently drafted stifle initiatives to exceed 

minimum standards and give rise to the possibility that the QC system will not be sufficiently 

responsive, over time, to a rapidly changing environment (including technological 

advancements). We encourage the PCAOB to consider extending governance and leadership 

objectives to explicitly encourage superior performance and highlight the need to consider risks 

to the achievement of such performance and responses to those risks (and not just discourage 

inferior / inappropriate performance and actions).  

Question 22: For the proposed specified quality response related to the firm’s 

governance structure, is the threshold (firms that issued audit reports with respect to more than 

100 issuers during the prior calendar year) appropriate? If not, what is an appropriate 

threshold? 

We have noted the conditionality of several specified quality responses in that they are 

applicable only to firms issuing audit reports with respect to more than 100 issuers. Based on our 

review of the research, we do not believe that conditional requirements are appropriate, 

especially as they relate to conditions associated with firm size. To the extent that a specified 

quality response is considered important, then we believe it should apply to all firms. 

We are concerned that the conditional requirements associated with firm size may give rise 

to audit quality differences between larger audit firms that issue audit reports for more than 100 

issuers and smaller audit firms that issue audit reports for less than 100 issuers. The evidence on 
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audit quality effects associated with firm size is inconclusive (see for example, Lawrence, 

Minutti-Meza, and Zhang (2011) and DeFond, Erkens, and Zhang (2017) for competing views). 

If larger firms (i.e., firms that issue audit reports for more than 100 filers) are required to 

implement a beneficial quality response and smaller firms (i.e., firms that issue audit reports for 

less than 100 filers) do not need to implement such a response, there is a risk that real audit 

quality differences may arise. 

Moreover, to the extent that participants in the financial reporting ecosystem perceive that 

audit quality deteriorates with reductions in firm size, actual variation in audit quality is a moot 

point. It is argued that participants in the financial reporting ecosystem use auditor size as a way 

to evaluate audit quality (which is largely unobservable) (e.g., DeAngelo 1981), and research 

findings are consistent with the understanding that larger audit firms are perceived to provide 

higher levels of audit quality (e.g., Knechel, Naiker, and Pacheco 2007; Boone, Khurana, and 

Raman 2010; Kilgore, Harrison, and Radich 2014). 

If larger firms are subject to the implementation of specified quality responses and smaller 

firms are not, and financial reporting ecosystem participants become aware of the differing 

expectations, there is a risk that perceptions of poorer audit quality in smaller firms (whether 

well founded or not) will be exacerbated. To the extent that this is the case, rather than enhancing 

capital market confidence in the audit work of those in smaller firms, there is a risk that the 

conditional requirements based on firm size will undermine that confidence. We, therefore, 

encourage the PCAOB to carefully consider the use of conditional requirements in QC1000. 

Where the quality response is seen to be appropriate in some circumstances and not others, it 

need not be a specified quality response and firms can consider its appropriateness in light of the 

circumstances in each situation. 
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Question 23: Is the proposed specified quality response to incorporate an oversight 

function for the audit practice for firms that issue auditor reports with respect to more than 100 

issuers appropriate? If not, why not? 

As we note above in our response to Question 22, we believe that conditional requirements 

associated with firm size risk exacerbating perceptions that audit quality is lower in smaller firms 

(e.g., Knechel et al. 2007; Boone et al. 2010; Kilgore et al 2014). The specified quality responses 

should apply to all firms or, alternatively, left to the individual firms to reflect on their 

applicability in achieving quality objectives.  

In addition to our concerns regarding the conditionality of the requirement to incorporate 

an oversight function, we have further concerns around the requirement to have an independent 

member as part of that oversight function. The independent member(s) would be in the minority 

(often quite significantly), and oversight/monitoring functions are more effective with a greater 

proportion of independent members (see DeZoort, Hermanson, Archambeault, and Reed (2002), 

Bédard and Gendron (2010), and Carcello, Hermanson, and Ye (2011) for reviews of the 

literature on audit committees). We see little merit in requiring an independent member to be part 

of the oversight function without also considering the balance of the oversight function and the 

contribution of independent member(s) to that balance. 

Question 25: Are there any other specified quality responses for the governance and 

leadership component that we should consider? If so, what are they? 

Given the potential negative consequences of increased accountability (see our response to 

Question 12), the PCAOB may wish to consider including additional specified quality responses 

(or an elaboration of paragraph .27) focused on responses to address the risks to audit quality of 

increased accountability. In our response to Question 12, and with reference to Peecher et al. 
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(2013), we highlight the potential merit in more effectively balancing the emphasis on process 

and not just outcome, as well as rewards and not just sanctions. 

Question 28: Is the proposed specified quality response to have an automated process 

for identifying direct or material indirect financial interests appropriate? If not, why not? Is the 

proposed threshold (firms that issued audit reports with respect to more than 100 issuers during 

the prior calendar year) appropriate? If not, why not? 

As we note above in our response to Question 22, we believe that conditional requirements 

associated with firm size risk exacerbating perceptions that audit quality is lower in smaller firms 

(e.g., Knechel et al. 2007; Boone et al. 2010; Kilgore et al. 2014). We, therefore, do not believe 

that the proposed threshold of more than 100 issuers is appropriate. The specific quality response 

should apply to all firms or, alternatively, not listed as a specified quality response and left to 

individual firms to reflect on its applicability to achieving quality objectives. We do not make 

any comment on the appropriateness of having an automated process for identifying direct or 

material indirect financial interests. 

Question 47: Is it appropriate to require monitoring of in-process engagements by firms 

that issue audit reports with respect to more than 100 issuers during a calendar year? If not, is 

there a more appropriate threshold? 

As we note above in our response to Question 22, we believe that conditional requirements 

associated with firm size risk exacerbating perceptions that audit quality is lower in smaller firms 

(e.g., Knechel et al. 2007; Boone et al. 2010; Kilgore et al. 2014). We, therefore, do not believe 

that the proposed threshold of more than 100 issuers is appropriate. The specific quality response 

should apply to all firms or, alternatively, not listed as a specified quality response and left to 
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individual firms to reflect on its applicability to achieving quality objectives. We do not make 

any comment on the appropriateness of monitoring in-process engagements. 

Question 62: Should we require individual certifications of the evaluation of the QC 

system? Is the language in Appendix 2 regarding the certifications appropriate? If not, why not? 

In our earlier response to the PCAOB concept release (Brown et al. 2020), the Auditing 

Standards Committee members who participated at the time expressed reservations about 

requiring certification of the evaluation of the QC system. Research has revealed that there is 

little, if any, effect of CEO/CFO certifications required under the Sarbanes-Oxley Act (Griffin 

and Lont 2005; Lobo and Zhou 2006; Bhattacharya, Groznik, and Haslem 2007), and the 

Committee was of the view that requiring QC certification would also add little value. We 

continue to hold that view. 

In addition, the accountability envisaged in QC certification and the annual submission of 

Form QC is outcomes and negatively oriented, and is similar to other PCAOB accountability 

frameworks. We also note above in our response to Question 12 that such accountability 

frameworks focusing on outcomes and sanctions are unlikely to motivate high-quality QC 

systems, rather encouraging firms to meet minimum standards and avoid sanctions (see Peecher 

et al. 2013). We encourage the PCAOB to reconsider whether the individual certifications of the 

evaluation of the QC system is appropriate. 

Recent Research to Consider 

 Some questions near the end of the QC proposal seek input on other research that the 

PCAOB should consider. In the sections below, we discuss research that we believe is relevant to 

the PCAOB’s QC efforts. 
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Questions 81 and 84: Are there additional academic studies or data related to the 

baseline for measuring the potential impacts of the proposed requirements? If so, what are they? 

Should we consider any additional academic studies or data related to the need for standard 

setting? 

 Recent academic research examines several factors that can affect audit quality and 

suggest the need for standard setting. In the sections below, we highlight selected studies 

examining audit firm culture and tone at the top, engagement-level issues, use of other 

participants, partner uniqueness and compensation, scope of services, and audit firm inspections. 

Audit Firm Culture and Tone at the Top 

The PCAOB and IAASB have both identified the importance of creating a culture where 

leadership of the firm sets a tone at the top emphasizing audit quality and professionalism 

(IAASB 2020; PCAOB 2022). Within the current standard setting process, we encourage the 

PCAOB to consider recent academic findings related to the influence of audit firm culture and 

tone at the top on audit quality.  

Alberti, Bedard, Bik, and Vanstraelen (2020) perform a literature review of academic 

research from the past decade on various key factors within audit firm culture that influence 

audit quality. One important finding is that academic research continues to identify 

commercialism as the more dominant focus within firms’ cultures, as opposed to 

professionalism. This finding is due to various firm factors, such as a marketing and profit-based 

focus. For example, Carter and Spence (2014) investigate multiple drivers that allow Big 4 

auditors to be successful in the profession. The authors consider someone as being successful 

when they have reached the pinnacle of the profession at the partner level. One of their key 

findings is that auditors who are seeking a promotion to partner shift their focus more toward 
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commercialism and, in turn, away from professionalism (e.g., ethics and technical auditing 

expertise). In addition to this study, other academic studies identify a significant movement 

within public accounting firms towards commercialism and away from professionalism (e.g., 

Guo 2016; Picard, Durocher, and Gendron 2018). A shift towards commercialism, to the 

detriment of professionalism, suggests the need for standard setting, or possibly staff guidance.  

Academic research has also studied the audit quality effects of a more commercial focus. 

Specifically, Pyzoha, Taylor, and Wu (2020) provide a direct evaluation of the influence of firm-

level commercial vs. audit quality tone at the top messaging on the quality of auditor judgments 

while completing a complex valuation task. The study examines the influence of firm-level tone 

at the top messaging when the tone emphasizes either commercial goals (e.g., earnings, profits, 

and revenues), audit quality goals (e.g., QC, training, and independence), or a balance of both 

types of goals. Results show a firm’s messaging approach can be an effective psychological 

mechanism to influence the quality of auditor judgments whether management engages a 

valuation specialist or not. That is, auditors become more professionally skeptical, and therefore 

less likely to be biased by management or management’s specialist, when firm-level tone at the 

top messaging incorporates more of an audit quality focus. These findings are especially 

important to consider in light of the PCAOB’s findings that auditors have a tendency to exhibit 

lower levels of professional skepticism when management uses the work of specialists (e.g., 

PCAOB 2016a, 2016b, 2017). 

Engagement-Level Issues 

Academic research has studied the influence of various cultural factors at the engagement 

level on audit quality. Alberti et al. (2020) summarize various studies relating to the importance 

of audit team leadership on engagements that emphasizes the need for professional skepticism 
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and ethical behaviors. For example, Harding and Trotman (2017) find that auditors become more 

professionally skeptical when the partner creates a skeptical environment by encouraging the 

audit team members to be more skeptical of both management and their own audit judgments. 

Professional skepticism, ethical awareness, and quality outcomes also can be enhanced when an 

engagement partner is open to new ideas and reinforces training and skepticism during fraud 

brainstorming sessions (Dennis and Johnstone 2016; Gissel and Johnstone 2017).  

Conversely, academic studies also have identified quality-threatening behaviors based on 

engagement leadership behaviors. Brazel, Jackson, Schaefer, and Stewart (2016) find that 

skeptical auditors can be penalized if they ultimately do not find a material misstatement. Also, 

Agoglia, Hatfield, and Lambert (2015) find that managers will reward seniors for performing the 

unethical act of under-reporting time when the client is a more desirable one. Additionally, 

multiple studies find that audit quality can be threatened when auditors are concerned with 

pressures at the engagement level, such as meeting budgets or satisfying preferences established 

by management or their supervisor (e.g., Peecher, Piercey, Rich, and Tubbs 2010; Koch and 

Salterio 2017; Messier and Schmidt 2018). It is clear that engagement-level issues can directly 

affect audit quality. 

Use of Other Participants 

Academic research provides evidence of the need for QC standard setting when audit 

teams use the work of other participants, most notably specialists. Hux (2017) performs a 

synthesis of academic research on the use of various specialists during the audit, including 

valuation, forensic, information technology, and tax specialists. The author discusses research 

that shows the use of specialists can lead to higher quality fraud brainstorming (e.g., Brazel, 

Carpenter, and Jenkins 2010) and identification of control deficiencies and misstatements 
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(Jenkins, Negangard, and Oler 2018). Research also finds valuation specialists are often used 

when auditors do not have sufficient valuation expertise to audit complex estimates and 

specialists play a critical role in proposing audit adjustments (Griffith, Hammersley, and Kadous 

2015; Cannon and Bedard 2017; Glover, Taylor, and Wu 2017). Nonetheless, academic research 

shows the use of specialists is not always associated with higher quality audits (Boritz, 

Kochetova-Kozloski, and Robinson 2015; Zimmerman, Barr-Pulliam, Lee, and Minutti-

Meza 2021). In sum, the PCAOB should consider the academic literature on the use of 

specialists during standard setting on QCs related to the use of other participants. 

Partner Uniqueness and Compensation 

Academic research finds evidence that partner-related characteristics influence audit 

quality. The academic studies discussed in this section rely on data from other countries because 

they either use (1) partner identity, which was not available in the U.S. until recently, or (2) 

partner compensation data, which is only available in certain countries. The PCAOB should keep 

in mind how these countries differ from the U.S. (e.g., different capital market structures) when 

considering how these studies generalize to the U.S. audit market and PCAOB regulations. 

Despite audit firms having unique audit methodologies and employing QC systems, 

academic research suggests that audit partners have unique effects on clients’ financial reporting. 

Using data from Sweden, Knechel, Vanstraelen, and Zerni (2015) find evidence suggesting that 

audit partners exhibit persistent aggressive or conservative reporting decisions and that the 

market recognizes that certain partners are aggressive and penalizes their clients. Using data 

from China, Wang, Yu, and Zhao (2015) find that audit partners associated with materially 

misstated annual financial statements are more likely to be associated with future financial 

statements that are materially misstated, and that audit firm QCs do not mitigate this association. 
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Thus, these two studies suggest that certain audit partner characteristics persistently affect audit 

quality.  

Academic research also suggests that partner compensation structure and wealth affect 

audit quality. Using Swedish data, Knechel, Niemi, and Zerni (2013) find evidence that Big 4 

audit firms have unique compensation structures, and these structures result in variation in 

partner compensation within each audit firm. Dekeyser, Gaeremynck, Knechel, and Willekens 

(2021) use the setting of Belgian Big 4 audit firms and their clients, which are primarily private. 

They find that incentive compensation varies across partners within the same audit firm and that 

incentive compensation (based on audit fees) is negatively related to audit quality measures. 

However, partner net wealth is positively associated with proxies for audit quality.  

Brenk, Majoor, and Wright (2021) conduct an experiment in the Netherlands with audit 

partners and managers, manipulating profit-sharing plan type, client importance, and 

reinforcement sensitivity (i.e., the sensitivity that a partner has to achieve rewards and avoid 

punishment). The authors find the highest (lowest) audit quality when the profit-sharing plan is 

based on firm (partner) performance and client importance is low (high). However, these results 

only exist for participants whose reinforcement sensitivity is high. Thus, individual differences 

between partners can affect how they respond to compensation schemes.  

Scope of Services 

A long literature has examined whether providing non-audit services to audit clients 

affects audit quality (e.g., because of independence impairment) and generally finds little 

evidence of negative audit quality effects. However, some recent papers find evidence that non-

audit services can negatively affect audit quality through mechanisms other than independence 

impairment. For example, Beardsley, Imdieke, and Omer (2021) find evidence that audit offices 
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that provide greater levels of non-audit services to audit clients are associated with lower audit 

quality, even after controlling for client-specific non-audit services. The authors posit that non-

audit services can distract auditors even on clients that purchase minimal amounts of non-audit 

services. Also, Donelson, Ege, Imdieke, and Maksymov (2020) find a negative (positive) 

correlation between non-audit-related (audit-related) consulting firm acquisitions by audit firms 

and proxies for audit quality. Interview evidence suggests these associations are due to shifts 

towards a culture of commercialism from non-audit-related acquisitions and expertise transfers 

from audit-related acquisitions. Thus, the provision of non-audit services could negatively affect 

audit quality through mechanisms other than independence impairment. 

Audit Firm Inspections 

 Research has examined both internal audit firm inspections and PCAOB inspections of 

audit firms. Regarding internal firm inspections, Aobdia and Petacchi (2022) find evidence that 

such inspections, while often predictable, lead to increased auditor effort and improved financial 

reporting in the inspection year. However, positive inspections lead to auditors decreasing effort 

in the future, while negative inspections lead to more sustained increases in auditor effort. 

Overall, internal inspection programs can improve auditor effort and financial reporting quality 

(see further discussion of internal inspections in Question 82 below). 

 The PCAOB’s audit firm inspection program also has been the focus of academic 

research. Aobdia (2018) finds that PCAOB inspections citing audit deficiencies lead to increases 

in auditor effort. These increases in effort go beyond the inspected engagements (i.e., auditors 

appear to increase effort on some non-inspected engagements). Khurana, Lundstrom, and Raman 

(2021) provide evidence that initial PCAOB inspections improved audit quality more for Big 4 
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audit firms than for other firms. Thus, both studies point to some positive outcomes related to 

PCAOB inspections. 

Another line of research explores auditors’ perceptions of PCAOB inspections. While 

auditors acknowledge audit quality increases due to PCAOB inspections, they also point to some 

downsides. Johnson, Keune, and Winchel (2018) find evidence that auditors view the PCAOB as 

powerful and that inspections have affected the audit and firms’ QC. They also find that auditors 

view the PCAOB inspection environment as “antagonistic” and do not fully agree with the 

PCAOB’s focus. Westermann, Cohen, and Trompeter (2019) find that auditors acknowledge an 

increase in audit quality derived from PCAOB inspections, but they also highlight negative 

effects, including over-documentation, too much focus on auditing standards and too little on 

accounting, and concerns about attracting and retaining people in the auditing profession. The 

authors state (p. 694), “…the inspection process has created excessive stress and tension, beyond 

budget and fee pressures, which some auditors perceive as affecting the pool of talented auditors 

that firms may be able to attract and retain in the future.”  

Finally, given large audit firms’ challenges in reducing PCAOB inspection audit 

deficiencies, Hendricks, Landsman, and Pena-Romera (2022) examine the relation between 

firms’ hiring of former PCAOB employees and future inspection results. They find that firms’ 

hiring of former PCAOB employees is positively related to the number of prior audit 

deficiencies and that future deficiencies decrease after the hiring of former PCAOB employees. 

However, the authors find no evidence that other measures of audit quality improve with the 

number of former PCAOB employees hired. Thus, the hiring of former PCAOB employees 

appears to assist firms with meeting the requirements of PCAOB inspectors (e.g., documentation, 
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evidence gathering), but does not appear to affect actual audit quality (as reflected by the quality 

of clients’ financial statements). 

Question 82: Are there additional academic studies or data available related to the 

resources employed by NAFs or foreign affiliates of GNFs in the design, implementation, and 

operation of their QC systems? If so, what are they? 

Most research on nonaffiliated or foreign affiliates of globally networked firms’ QC 

systems’ design, implementation, and operation focuses on internal quality reviews (IQR). For 

example, Downey, Bedard, and Boland (2021) examine IQRs from GNF affiliated firms. They 

investigate factors associated with the selection of IQR engagements and find support for the 

idea that GNFs use a risk-based approach to target internal review engagements. They report 

that, on average, 9.9 percent of non-U.S. component auditors have an IQR over two years. To 

compare, the PCAOB inspection rate for these same firms is 3.5 percent annually.  

Research provides evidence that IQRs are important contributions to audit firm quality. 

Houston and Stefaniak (2013) use survey data to document audit partners’ perceptions of IQRs 

specifically, and relative to PCAOB inspections. Partners find IQR reviewers to be qualified, 

focused on improving audit quality (rather than finding deficiencies), and providing timely and 

meaningful feedback to improve audit quality. Downey and Westermann (2021) survey U.S.-

based global group audit leads who report that negative consequences from deficient audits are 

not limited to individual partners. GNF member firms may be subject to training plans, greater 

involvement by the global firm, and more regular reviews for compliance with the global 

methodology. 

Bik and Hooghiemstra (2018) examine factors that may undermine compliance with the 

global methodology for one GNF. The authors use IQR data from the network’s member firms. 
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They find that cross-national cultural differences may undermine the uniform application of 

global audit methodologies aimed at consistent control measures. Flasher and Schenck (2019) 

assess the association of audit firm arrangements with audit quality. Using PCAOB inspection 

reports for audit firms headquartered outside of the U.S., they test the relationship between 

auditing firm arrangements (specifically, “Big Four network affiliates; BDO and Grant Thornton 

network affiliates; firms with other network affiliations; firms with associations and alliances; 

and unknown or no stated affiliation”) and audit quality. Their analysis suggests that when firms 

have “formal connections (i.e., networks and larger associations/alliances arrangements),” audits 

within these arrangements will have similar levels of quality The implication is that formal 

connections are a vehicle to share and enforce QC practices. However, they caution that 

networked firm affiliations may not be equally beneficial.  

Hong, Kerr, and Wiggins (2022) corroborate this caution. Using PCAOB inspection 

reports, they find that unaffiliated firms performing referred work experience better inspection 

outcomes than those performing as principal auditor. They do not see similar differences 

between referred-work and principal-auditor engagements for affiliated firms, supporting the 

idea that GNFs perform a QC function across their membership.  

While GNFs may share and enforce QC practices, Ege, Kim, and Wang (2020) suggest 

that it may be possible to detect QC issues within a global audit firm network by considering the 

financial reporting properties of the clients of the affiliates of the global audit firm network. The 

authors find evidence that global audit network affiliates that have poor QCs (as evidenced by 

PCAOB sanctions) affect their clients’ financial statements in a way that is different from the 

affiliates that do not have poor QCs. 
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Question 89: Are there additional academic studies or data related to the potential 

benefits and costs of the proposed requirements? If so, what are they? 

A key ingredient of audit quality is the auditing profession’s ability to attract and retain 

talent. The talent issue is a very serious concern today for accounting firms and university 

accounting programs. Accounting enrollments are dropping, as is the number of candidates 

taking the CPA Exam each year (AICPA 2022b; Ellis 2022; Foley 2022). Many have pointed to 

the effects of low starting pay in public accounting, long working hours, the 150-hour rule, and 

even PCAOB regulation of the auditing profession in reducing the supply of future accountants 

(e.g., Hermanson, Houston, Stefaniak, and Wilkins 2016; D. Hermanson, H. Hermanson, and S. 

Hermanson 2020). Further, research finds evidence that audit quality may suffer when there is 

high outside demand for auditors during busy season (Ege, Kim, and Wang 2022). Auditors with 

more outside employment options may be distracted or less motivated to work hard, or they may 

actually leave the firm and disrupt the audit. Ege et al. (2022) also find that increasing auditor 

pay and drawing staff from other offices are ways to mitigate the negative impact on audit 

quality. In a related vein, Chen, Dong, Han, and Zhou (2020) employ Chinese data and find 

evidence that greater audit partner workload compression is related to lower audit quality. 

Overall, the profession needs good people, and audit quality suffers when people leave, staffing 

is too low, or workloads are too high. 

We raise this issue to highlight the balancing act that we believe the PCAOB should 

carefully consider in setting standards, conducting inspections, and regulating the auditing 

profession. On one hand, the PCAOB must be a vigilant and strong protector of audit quality, 

which fosters sound financial reporting. On the other hand, the PCAOB’s regulatory efforts can 

affect the attractiveness of public company auditing as a profession (Hermanson et al. 2016; 
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Westermann et al. 2019). If too many people view the PCAOB’s oversight as a reason to leave 

public company auditing, then this will decrease audit quality, opposite of the PCAOB’s intent.  

In this spirit, we encourage the PCAOB to closely monitor trends in the firms’ abilities to 

attract and retain talent and also to carefully monitor how the PCAOB’s regulatory efforts and 

even public messaging may be affecting the attractiveness of the profession, especially in periods 

when auditors have many other options for employment. Very tough regulation can create 

unintended consequences, one of which is the potential for lower audit quality if people leave. 

 



 26 

REFERENCES 
 
Adelberg, S., and C. D. Batson. 1978. Accountability and helping: When needs exceed 

resources. Journal of Personality and Social Psychology 36 (4): 343–350.  
Agoglia, C. P., R. C. Hatfield, and T. A. Lambert. 2015. Audit team time reporting: An agency  

theory perspective. Accounting, Organizations and Society 44: 1–14. 
Alberti, C. T., J. C. Bedard, O. Bik, and A. Vanstraelen. 2020. Audit firm culture: Recent  

developments and trends in the literature. European Accounting Review 31 (1): 1–51. 
Amer, M., T. U. Daim, and A. Jetter. 2013. A review of scenario planning. Futures 46: 23–40. 
American Institute of Certified Public Accountants (AICPA). 2022a. A Firm’s System of Quality 

Management (SQMS No. 1). Durham, NC: AICPA. 
American Institute of Certified Public Accountants (AICPA). 2022b. 2021 Trends. Durham, NC: 

AICPA. 
Aobdia, D. 2018. The impact of the PCAOB individual engagement inspection process – 

preliminary evidence. The Accounting Review 93 (4): 53–80. 
Aobdia, D., and R. Petacchi. 2022. The effect of audit firm internal inspections on auditor effort 

and financial reporting quality. The Accounting Review (forthcoming). Available at: 
https://doi.org/10.2308/TAR-2020-0134.  

Bauer, T. D., and C. Estep. 2019. One team or two? Investigating relationship quality between 
auditors and IT specialists: Implications for audit team identity and the audit process. 
Contemporary Accounting Research 36 (4): 2142–2177. 

Bauer, T. D., S. M. Hillison, M. E. Peecher, and B. Pomeroy. 2020. Revising audit plans to 
address fraud risk: A case of “Do as I advise, not as I do”. Contemporary Accounting 
Research 37 (4): 2558–2589.  

Beardsley, E. L., A. J. Imdieke, and T. C. Omer. 2021. The distraction effect of non-audit 
services on audit quality. Journal of Accounting and Economics 71 (2-3): 101380. 

Bédard, J., and Y. Gendron. 2010. Strengthening the financial reporting system: Can audit 
committees deliver? International Journal of Auditing 14 (2): 174–210. 

Bhattacharya, U., P. Groznik, and B. Haslem. 2007. Is CEO certification of earnings numbers 
value relevant? Journal of Empirical Finance 14 (5): 611–635. 

Bik, O., and R. Hooghiemstra. 2018. Cultural differences in auditors’ compliance with audit firm 
policy on fraud risk assessment procedures. Auditing: A Journal of Practice & Theory 37 
(4): 25–48. 

Boone, J. P., I. K. Khurana, and K. K. Raman. 2010. Do the Big 4 and second-tier firms provide 
audits of similar quality? Journal of Accounting and Public Policy 29 (4): 330–352.  

Boritz, J. E., N. Kochetova-Kozloski, and L. Robinson. 2015. Are fraud specialists relatively  
more effective than auditors at modifying audit programs in the presence of fraud 
risk? The Accounting Review 90 (3): 881–915. 

Brazel, J. F., T. D. Carpenter, and J. G. Jenkins. 2010. Auditors’ use of brainstorming in the  
consideration of fraud: Reports from the field. The Accounting Review 85 (4): 1273–
1301. 

Brazel, J. F., S. B. Jackson, T. J Schaefer, and B. W. Stewart. 2016. The outcome effect and  
professional skepticism. The Accounting Review 91 (6): 1577–1599. 

Brenk, H. V., B. Majoor, and A. M. Wright. 2021. The effects of profit-sharing plans, client 
importance, and reinforcement sensitivity on audit quality. Auditing: A Journal of 
Practice & Theory 40 (1): 107–131. 



 27 

Brown, V., D. R. Hermanson, J. Higgs, G. Jenkins, C. Nolder, T. Schaefer, and K. Williams 
Smith. 2020. Comments of the Auditing Standards Committee of the Auditing Section of 
the American Accounting Association on the Concept Release, Potential Approach to 
Revisions to PCAOB Quality Control Standards. Current Issues in Auditing 14 (2): C1–
C12. 

Burke, C. S., D. E. Sims, E. H. Lazzara, and E. Salas. 2007. Trust in leadership: A multi-level 
review and integration. The Leadership Quarterly 18 (6): 606–632.  

Cannon, N. H., and J. C. Bedard. 2017. Auditing challenging fair value measurements: Evidence  
from the field. The Accounting Review 92 (4): 81–114. 

Carcello J. V., D. R. Hermanson, and Z. Ye. 2011. Corporate governance research in accounting 
and auditing: Insights, practice implications, and future research directions. Auditing: A 
Journal of Practice & Theory 30 (3): 1–31. 

Carter, C., and C. Spence. 2014. Being a successful professional: An exploration of who makes  
partner in the Big 4. Contemporary Accounting Research 31 (4): 949–981. 

Chen, J. W., Dong, H. Han, and N. Zhou. 2020. Does audit partner workload compression affect 
audit quality? European Accounting Review 29 (5): 1021–1053. 

Cialdini, R. B. 1996. Social influence and the triple tumor structure of organizational dishonesty. 
In Codes of Conduct: Behavioral Research into Business Ethics, edited by D. M. Messick 
and A. E. Tenbrunsel, 44–58. New York: Russell Sage. 

Cushing, B., and J. Loebbecke. 1983. Analytical approaches to audit risk: A survey and analysis. 
Auditing: A Journal of Practice & Theory 3 (1): 23–41. 

DeAngelo, L. E. 1981. Auditor size and audit quality. Journal of Accounting and Economics (3) 
3: 183–199. 

DeFond, M., D. H. Erkens, and J. Zhang. 2017. Do client characteristics really drive the Big N 
audit quality effect? New evidence from propensity score matching. Management Science 
63 (11): 3628–3649.  

De Jong, B. A., K. T. Dirks, and N. Gillespie. 2016. Trust and team performance: A meta-
analysis of main effects, moderators, and covariates. Journal of Applied Psychology 101 
(8): 1134–1150.  

Dekeyser, S., A. Gaeremynck, W. R. Knechel, and M. Willekens. 2021. The impact of partners’ 
economic incentives on audit quality in Big 4 partnerships. The Accounting Review 96 
(6): 129–152. 

Dennis, S. A., and K. M. Johnstone. 2016. A field survey of contemporary brainstorming 
practices. Accounting Horizons 30 (4): 449–472. 

DeZoort, F. T., D. R. Hermanson, D. Archambeault, and S. Reed. 2002. Audit committee 
effectiveness: A synthesis of the empirical audit committee literature. Journal of 
Accounting Literature 21: 38–75. 

Donelson, D. C., M. Ege, A. J. Imdieke, and E. Maksymov. 2020. The revival of large consulting 
practices at the Big 4 and audit quality. Accounting, Organizations and Society 87: 
101157. 

Dose, J., and R. Klimoski. 1995. Doing the right thing in the workplace: Responsibility in the 
face of accountability. Employee Responsibilities and Rights Journal 8 (1): 35–56.  

Downey, D. H., J. C. Bedard, and C. M. Boland. 2021. Monitoring quality of group audits: 
Internal and regulatory inspections of component audits of U.S. issuers. Working paper, 
Villanova University.  



 28 

Downey, D. H., and K. D. Westermann. 2021. Global group audits: The perspective of U.S. 
group audit leads. Contemporary Accounting Research 38 (2): 1395–1433. 

Ege, M, Y. H. Kim, and D. Wang. 2020. Do global audit firm networks apply consistent audit 
methodologies across jurisdictions? Evidence from financial reporting comparability. The 
Accounting Review 95 (6): 151–179. 

Ege, M, Y. H. Kim, and D. Wang. 2022. Audit disruption: The case of outside job opportunities 
for external auditors and audit quality. Working paper, Texas A&M University. 
Available at: https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4148794  

Ellis, L. 2022. Why so many accountants are quitting. The Wall Street Journal (December 29). 
Available at: https://www.wsj.com/articles/why-so-many-accountants-are-quitting-
11672236016  

Flasher, R., and K. Schenck. 2019. Exploring PCAOB inspection results for audit firms 
headquartered outside of the US. Journal of International Accounting, Auditing and 
Taxation 37: 100287. 

Foley, S. 2022. Accountants work to shed ‘boring’ tag amid hiring crisis. Financial Times 
(October 3). Available at: https://www.ft.com/content/4d014b21-c4f6-4562-ab33-
48a51d0312b0 

Frey, B. S. 1993. Does monitoring increase work effort? The rivalry with trust and loyalty. 
Economic Inquiry 31 (4): 663–670. 

Gissel, J. L., and K. M. Johnstone. 2017. Information sharing during auditors’ fraud 
brainstorming: Effects of psychological safety and auditor knowledge. Auditing: A 
Journal of Practice & Theory 36 (2): 87–110. 

Glover, S. M., J. Jiambalvo, and J. Kennedy. 2000. Analytical procedures and audit planning 
decisions. Auditing: A Journal of Practice & Theory 19 (2): 27–45.  

Glover, S. M., M. H. Taylor, and Y. Wu. 2017. Current practices and challenges in auditing fair  
value measurements and complex estimates: Implications for auditing standards and the 
academy. Auditing: A Journal of Practice & Theory 36 (1): 63–84. 

Gordon, R. A., R. M. Rozelle, and J. C. Baxter. 1989. The effect of applicant age, job level, and 
accountability on perceptions of female job applicants. The Journal of Psychology 123: 
59–68. 

Griffin, P. A., and D. H. Lont. 2005. Taking the oath: Investor response to SEC certification 
under Sarbanes-Oxley. Journal of Contemporary Accounting and Economics 1 (1): 27–
63.  

Griffith, E. E., J. S. Hammersley, and K. Kadous. 2015. Audits of complex estimates as 
verification of management numbers: How institutional pressures shape practice. 
Contemporary Accounting Research 32 (3): 833–863. 

Guo, K. H. 2016. The institutionalization of commercialism in the accounting profession: An  
identity-experimentation perspective. Auditing: A Journal of Practice & Theory 35 (3): 
99–117. 

Hall, A. T., M. G. Bowen, G. R. Ferris, M. T. Royle, and D. E. Fitzgibbons. 2007. The 
accountability lens: A new way to view management issues. Business Horizons 50 (5): 
405–413. 

Hall, A. T., D. D. Frink, and M. R. Buckley. 2017. An accountability account: A review and 
synthesis of the theoretical and empirical research on felt accountability. Journal of 
Organizational Behavior 38 (2): 204–224.  



 29 

Hall, A. T., M. T. Royle, R. A. Brymer, P. L. Perrewe, G. R. Ferris, and W. A. Hochwarter. 
2006. Relationships between felt accountability as a stressor and strain reactions: The 
neutralizing role of autonomy across two studies. Journal of Occupational Health 
Psychology 11 (1): 87–99. 

Harding, N., and K. T. Trotman. 2009. Improving assessments of another auditor’s competence. 
Auditing: A Journal of Practice & Theory 28 (1): 53–78.  

Harding, N., and K. T. Trotman. 2017. The effect of partner communications of fraud likelihood 
and skeptical orientation on auditors’ professional skepticism. Auditing: A Journal of 
Practice & Theory 36 (2): 111–131. 

Hendricks, B. E., W. R. Landsman, and F. D. Pena-Romera. 2022. The revolving door between 
large audit firms and the PCAOB: Implications for future inspection reports and audit 
quality. The Accounting Review 97 (1): 262–292. 

Hermanson, D. R., H. M. Hermanson, and S. Hermanson. 2020. Where is public company 
auditing headed? The CPA Journal (February): 54–59. 

Hermanson, D. R., R. Houston, C. Stefaniak, and A. Wilkins. 2016. The work environment in 
large audit firms: Current perceptions and possible improvements. Current Issues in 
Auditing 10 (2): A38–A61. 

Hoffman, V. B., and M. F. Zimbelman. 2009. Do strategic reasoning and brainstorming help 
auditors change their standard audit procedures in response to fraud risk? The Accounting 
Review 84 (3): 811–837. 

Hong, P. K., D. S. Kerr, and C. E. Wiggins. 2022. PCAOB international inspections: Updates 
and extensions. International Journal of Auditing 26 (2): 279–313. 

Houston, R. W. and C. M. Stefaniak. 2013. Audit partner perceptions of post-audit review 
mechanisms: An examination of internal quality reviews and PCAOB inspections. 
Accounting Horizons, 27 (1): 23–49. 

Hux, C. T. 2017. Use of specialists on audit engagements: A research synthesis and directions 
for future research. Journal of Accounting Literature 39: 23–51. 

International Auditing and Assurance Standards Board (IAASB). 2020. International Standard  
on Quality Management 1 (Previously International Standard on Quality Control 1). 
New York: IAASB. Available at: 
https://www.ifac.org/system/files/publications/files/IAASB-Quality-Management-ISQM-
1-Quality-Management-for-Firms.pdf 

Jenkins, J. G., E. Negangard, and M. J. Oler. 2018. Getting comfortable on audits: Understanding 
firms’ usage of forensic specialists. Contemporary Accounting Research 35 (4): 1766–
1797. 

Johnson, L. M., M. B. Keune, and J. Winchel. 2018. U.S. auditors’ perceptions of the PCAOB 
inspection process: A behavioral examination. Contemporary Accounting Research 36 
(3): 1540–1574. 

Joyce, E. J., and G. C Biddle. 1981. Anchoring and adjustment in probabilistic inference in 
auditing. Journal of Accounting Research 19 (1): 120–145. 

Khurana, I. K., N. G. Lundstrom, and K. K. Raman. 2021. PCAOB inspections and the 
differential audit quality effect for Big 4 and non-Big 4 US auditors. Contemporary 
Accounting Research 38 (1): 376–411. 

Kilgore, A., G. Harrison, and R. Radich. 2014. Audit quality: What’s important to users of audit 
services. Managerial Auditing Journal 29 (9): 776–799. 



 30 

Knechel, W. R., G. V. Krishnan, M. Pevzner, L. B. Shefchik, and U. K. Velury. 2013. Audit 
quality: Insights from the academic literature. Auditing: A Journal of Practice & Theory 
32 (Supplement 1): 385–421. 

Knechel, W. R., V. Naiker, and G. Pacheco. 2007. Does auditor industry specialization matter? 
Evidence from market reaction to auditor switches. Auditing: A Journal of Practice & 
Theory 26 (1): 19–45. 

Knechel, W. R., L. Niemi, and M. Zerni. 2013. Empirical evidence on the implicit determinants 
of compensation in Big 4 audit partnerships. Journal of Accounting Research 51 
(2): 349–387. 

Knechel, W. R., A. Vanstraelen, and M. Zerni. 2015. Does the identity of engagement partners 
matter? An analysis of audit partner reporting decisions. Contemporary Accounting 
Research 32 (4): 1443–1478. 

Koch, J., and S. E. Salterio. 2017. The effects of auditor affinity for client and perceived client  
pressure on auditor proposed adjustments. The Accounting Review 92 (5): 117–142.  

Kramer, R. M. 1999. Trust and distrust in organizations: Emerging perspectives, enduring 
questions. Annual Review of Psychology 50: 569–598. 

Lawrence, A., M. Minutti-Meza, and P. Zhang. 2011. Can Big 4 versus non-Big 4 differences in 
audit-quality proxies be attributed to client characteristics? The Accounting Review 86 
(1): 259–286. 

Lerner, J. S., and P. E. Tetlock. 1999. Accounting for the effects of accountability. Psychological 
Bulletin 125 (2): 255–275. 

Lobo, G. J., and J. Zhou. 2006. Did conservatism in financial reporting increase after the 
Sarbanes-Oxley Act? Initial evidence. Accounting Horizons 20 (1): 57–73. 

Messier, W. F., and L. A. Austen. 2000. Inherent risk and control risk assessments: Evidence on 
the effect of pervasive and specific risk factors, Auditing: A Journal of Practice & Theory 
19 (2): 119–131.  

Messier, W. F., and M. Schmidt. 2018. Offsetting misstatements: The effect of misstatement  
distribution, quantitative materiality, and client pressure on auditors’ judgments. The 
Accounting Review 93 (4): 335–357.  

Miller, T. C., M. Cipriano, and R. J. Ramsay. 2012. Do auditors assess inherent risk as if there 
are no controls? Managerial Auditing Journal 27 (5): 448–461.  

Nelson, M. W., C. A. Proell, and A. E. Randel. 2016. Team-oriented leadership and auditors’ 
willingness to raise audit issues. The Accounting Review 91 (6): 1781–1805. 

Organ, D. W. 1990. The motivational basis of organizational citizenship behavior. In Research in 
Organizational Behavior, edited by B. M. Staw and L. L. Cummings, 43–72. London: 
Elsevier. 

Peecher, M. E., M. D. Piercey, J. S. Rich, and R. M. Tubbs. 2010. The effects of a supervisor’s 
active intervention in subordinates’ judgments, directional goals, and perceived technical 
knowledge advantage on audit team judgments. The Accounting Review 85 (5): 1763–
1786.  

Peecher, M. E., I. Solomon, and K. T. Trotman. 2013. An accountability framework for financial 
statement auditors and related research questions. Accounting, Organizations and Society 
38 (8): 596–620.  

Picard, C.-F., S. Durocher, and Y. Gendron. 2018. The colonization of public accounting firms 
by marketing expertise: Processes and consequences. Auditing: A Journal of Practice & 
Theory 37 (1): 191–213. 



 31 

Pike, B. J., M. B. Curtis, and L. Chui. 2013. How does an initial expectation of bias influence 
auditors’ application and performance of analytical procedures? The Accounting Review 
88 (4): 1413–1431. 

Pitesa, M., and S. Thau. 2013. Masters of the university: How power and accountability 
influence self-serving decisions under moral hazard. Journal of Applied Psychology 98 
(3): 550–558. 

Pratt, J., and J. Jiambalvo. 1981. Relationship between leader behaviors and audit team 
performance. Accounting, Organizations and Society 6 (2): 133–142. 

Public Company Accounting Oversight Board (PCAOB). 2007. AS 2201: An Audit of Internal 
Control Over Financial Reporting That Is Integrated with An Audit of Financial 
Statements. Washington, DC: PCAOB. 

Public Company Accounting Oversight Board (PCAOB). 2016a. Report on 2015 Inspection of  
Ernst & Young LLP. (September 27). Washington, DC: PCAOB.  

Public Company Accounting Oversight Board (PCAOB). 2016b. Report on 2015 Inspection of  
KPMG LLP. (September 27). Washington, DC: PCAOB.  

Public Company Accounting Oversight Board (PCAOB). 2017. Proposed Amendments to  
Auditing Standards for Auditor’s Use of the Work of Specialists. Washington, DC: 
PCAOB.  

Public Company Accounting Oversight Board (PCAOB). 2019. Concept Release: Potential 
Approach to Revisions to PCAOB Quality Control Standards. Washington, DC: PCAOB 
Available at: https://pcaobus.org/Rulemaking/Docket046/2019-003-Quality-Control-
Concept-Release.pdf  

Public Company Accounting Oversight Board (PCAOB). 2022. A Firm’s System of Quality  
Control and Other Proposed Amendments to PCAOB Standards, Rules, and Forms.  
Washington, DC: PCAOB. Available at: https://pcaob-assets.azureedge.net/pcaob-
dev/docs/default-source/rulemaking/docket046/2022-006-qc.pdf?sfvrsn=b89546e2_2 

Pyzoha, J. S., M. H. Taylor, and Y. Wu. 2020. Can auditors pursue firm-level goals 
 nonconsciously on audits of complex estimates? An examination of the joint effects of  

tone at the top and management’s specialist. The Accounting Review 95 (6): 367–394. 
Quinn, A., and B. R. Schlenker. 2002. Can accountability produce independence? Goals as 

determinants of the impact of accountability on conformity. Personality and Social 
Psychology Bulletin 28 (4): 472–483. 

Rousseau, D. M., and J. McLean Parks. 1993. The contracts of individuals and organizations. 
Research in Organizational Behavior 15: 1–43. 

Schoemaker, P. J. H. 2004. Forecasting and scenario planning: The challenges of uncertainty and 
complexity. In Blackwell Handbook of Judgment & Decision Making, edited by D. J. 
Koehler and N. Harvey, 274–296. Malden, MA: Blackwell Publishing. 

Sedikides, C., K. C. Herbst, D. P. Hardin, and G. J. Dardis. 2002. Accountability as a deterrent to 
self-enhancement. The search for mechanisms. Journal of Personality and Social 
Psychology 85 (3): 592–605. 

Seifert, D. L., W. W. Stammerjohan, and R. B. Martin. 2014. Trust, organizational justice, and 
whistleblowing: A research note. Behavioral Research in Accounting 26 (1): 157–168. 

Simnett, R., E. Carson, and A. Vanstraelen. 2016. International archival auditing and assurance 
research: Trends, methodological issues, and opportunities. Auditing: A Journal of 
Practice & Theory 35 (3): 1–32. 



 32 

Simnett, R., and K. T. Trotman. 2018. Twenty-five-year overview of experimental auditing 
research: Trends and links to audit quality. Behavioral Research in Accounting 30 (2): 
55–76.  

Stewart, V. R., D. G. Snyder, and C. Y. Kou. 2023. We hold ourselves accountable: A relational 
view of team accountability. Journal of Business Ethics (forthcoming).  

Tetlock, P. E. 1992. The impact of accountability on judgment and choice: Toward a social 
contingency model. Advances in Experimental Social Psychology 25: 331–376. 

Tversky, A., and D. Kahneman. 1974. Judgment under uncertainty: Heuristics and biases. 
Science 185 (4157): 1124–1131. 

Waller, W.S. 1993. Auditors’ assessments of inherent and control risk in field settings. The 
Accounting Review 68 (4): 783–803. 

Wang, Y., L. Yu, and Y. Zhao. 2015. The association between audit-partner quality and 
engagement quality: Evidence from financial report misstatements. Auditing: A Journal 
of Practice & Theory 34 (3): 81–111. 

Westermann, K. D., J. Cohen, and G. Trompeter. 2019. PCAOB inspections: Public accounting 
firms on “trial.” Contemporary Accounting Research 36 (2): 694–731. 

Wilson, A. B., C. McNellis, and C. K. Latham. 2018. Audit firm tenure, auditor familiarity, and 
trust: Effect on auditee whistleblowing reporting intentions. International Journal of 
Auditing 22 (2): 113–130. 

Zimmerman, A., D. D. Barr-Pulliam, J. S. Lee, and M. Minutti-Meza. 2021. Auditors’ use of in-
house specialists. University of Miami Legal Studies Research Paper No. 3695738, 
University of Miami Business School Research Paper No. 3695738. 

 


