Performance Appraisal and Premature Sign-offs and Underreporting of Chargeable Time

of External Auditors — Internal benchmarking of Experience and Gender

Abstract

Purpose: The research paper investigates auditors' dysfunctional behaviors in relation to
performance appraisals. It explores the Dysfunctional Audit Behavior (DAB) differences among
experienced/inexperienced and male/female auditors when expecting performance appraisals.

How their perception of DAB change, and how their reactive-outcomes vary.

Methodology: The survey comprises statements pulled from performance appraisal templates
used by the Big Four audit firms in the UK. The sample has been tested during two different

periods to highlight variations in the perception of DAB.

Findings: Experienced auditors become more tolerant of DAB compared to their perception when
they were inexperienced. Inexperienced male auditors are generally more accepting of DAB
compared to their inexperienced female counterparts. Experienced female respondents continue to

be less accepting of DAB.

Originality: The study associates performance appraisal procedures with DAB. The analysis
examines the perception of dysfunctional behavior according to the level of experience auditors

(males and females) accumulate over time.
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1. Introduction

Various risks introduced after the many accounting scandals of Enron, WorldCom, Tyco
International, and others that played a major role in transforming the markets from the information
age into the knowledge age (Howieson, 2003). The decision process is becoming more
complicated where information should be both complete and assured. The completeness and
assurance of information are vital characteristics that reflect reliability and validity. Completeness
is ensured through applied accounting standards and regulations, while information assurance is
confirmed through applied auditing standards. (AccountAbility, 2003, p.18).

The public perceives auditors' tasks and responsibilities as different from what the auditor is really
performing due to different workplace conditions (Hong and Thuong, 2020). Consequently, the
need for external verification and assurance is supported by several key assertions. External
verification improves reporting because of the scrutiny inherent in such an examination. Without
credibility offered by the external verifications, some investors may consider reporting to be a sort
of “green wash” (Greer and Bruno, 1996). Accordingly, there are enormous expectations and
demand for auditors to perform efficiently in order to satisfy the business community needs. These
growing needs can place pressure on auditors in such a way that significantly affects their behavior
and leads to dysfunctional audit performance and consequently reduce audit quality.

Human resource departments have initially concentrated on the administrative part of human
resource management. The shift in Human Resource Management (HRM) practices result in staff
evaluation processes in audit firms (Brierley and Gwilliam, 2003) because of the transformation
of small, terminal audit firms into large, multinational ones. The new staffing structure reflects the
success of an auditor by promoting the related party up the hierarchal pyramid. HRM has gained

significant importance in multiple business fields today; therefore, it is more effective and thus



should influence the organizational designs and layouts all while aiding in managerial changes and

decisions (Dessler, 2005).

The objective of this research paper is to assess the perception of external auditors in relation to
dysfunctional behaviour. The aim is to highlight whether external auditors commit premature sign-
off and under-reporting of chargeable time when they are expecting a performance appraisal. The
motivation and value of this research stem from being a paper covering the bahviour of Big Four
external auditors. The Big Four audit firms dominate more than 90% of the FTSE350 companies
in the UK. Thus, assessing their behavior will help practitioners to enhance audit quality by
minimizing dysfunctional behavior. The main contribution of this research is that the sample was
tested twice in two different periods to highlight the potential impact of years of experience on
auditors' behavior. From an internal benchmarking perspective, the gender factor is introduced as
well to highlight any behavioral differences between male and female auditors in relation to
dysfunctional behavior. Amongst many findings, experienced auditors have more tendency to
accept dysfunctional behavior compared to their own behavior before three years. Female auditors
are less tolerant of dysfunctional behavior compared to their male counterparts. Our results may
help audit firms to adjust their appraisal system if such practices are leading to unethical acts.

Accordingly, we introduce two main research questions as follows:

RQ1- How do auditors perceive dysfunctional behavior whilst being trainees at period 0 and after
3 years of experience (period 3), when expecting a performance appraisal?

RQ2- How does dysfunctional audit behavior vary between genders at period 0 and at period 3
when expecting a performance appraisal?

The remainder of this study is organized as follows: Section 2 outlines the literature review,

Section 3 describes the research design, Section 4 discusses the results, and Section 6 concludes.



2. Literature review

2.1  Performance appraisals

Reporting performance is one of the critical issues in performance evaluations (Engemann, 2006).
To achieve better performance, companies are continuously forced to update their processes to
remain in a healthy financial condition. Updating processes normally require conducting
benchmarking, whether internal or external, which is said to be crucial in assessing and evaluating
updated processes (Southard and Parente, 2007). Among different aspects of performance
evaluations, audit quality is a very delicate matter to measure, since it is sensitive to auditors'
behavior. Human resources can certainly provide an erratic and unparalleled source of competitive
advantage and a significant performance margin increase to the firm (Bharadwai and Menon, 2000;
Singh, 2018). Performance appraisals are considered essential parts of a company’s HRM (Kakkar
el at., 2020). As employees can demonstrate different attributes and different behaviors, so must
their training be dynamic and appropriately fitted accordingly (Lin et al., 2008 and Lee, 2018). As
the training becomes more moldable to fit the preferences of different employees, changes in
increased performance arise. The training process usually incorporates involving employees in
decision making and judgment engagement, because this method is a two-way constructive
paradigm, both influencing performance and improving it by appraising the employees and giving

them a sense of valuation.

Performance in general is the evaluation of operational activities, goal-oriented achievements, and
sustainability followed by profitability for any firm or business. It is also noted that performance
evaluations are not easy tasks to undertake and execute (Neely et al., 1995). Audit firms' affiliates
and partners can have dissimilar interests from inexperienced auditors, and as such, performance

in the workplace can take a severe hit (Brierley and Gwilliam, 2003). These divergent views can
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cripple the audit quality and destroy the audit profession. Previous research has determined that
HRM was not of significance when dealing with audit firms' value systems (Emby and
Etherington, 1996). With the profound job involvement of HRM (Singh and Gupta, 2015),
coaching/training has been put into place in which for each audit, an inexperienced or assistant
auditor is assigned to an experienced auditor as a supervising coach to perform the respective
evaluation of the inexperienced performance. Based on company personnel input, there are five
fundamental elements of performance measurement criteria according to the External Auditor
Assessment Tool (Reference for Audit Committees Worldwide, 2015):

(1) Quality of services provided by the external auditor
(2) Sufficiency of audit firm and network resources

(3) Communication and interaction

(4) Independency, objectivity, and professional skepticism

(5) Recommendations

Vast research has been conducted based on monotonic samples whereby the subjects tested were
not followed up from one period to the next. DAB signaled by premature sign-off, gathering
insufficient auditable evidence, altering audit procedures, and under reporting of chargeable time
are widespread problems (Otley and Pierce 1995). Audit quality is not easily measurable because
of its sensitivity to auditors' behavior. Experienced firm affiliates can have different interests from
inexperienced auditors, which could result in unsymmetrical results concerning the motivation of
auditors in the workplace. Auditors usually assume that their performance assessment and career
development in an auditing firm are strongly correlated with their capacity to complete an audit
obligation on time and within the budget (Robertson et al., 2011). It is noted that time constraints
are difficult to abide by, and this can disturb audit quality (Dalton and Kelley, 1997). Such

compromised quality is reflected in premature sign-offs when auditor conclusions are presented



hastily. According to KPMG performance evaluation (2011), audit performance evaluation takes
place based on several criteria: the caliber of the auditing firm, quality of processes, tendency to
abide by the auditing budget and time frame, sufficient resources allocated for the audit, adequate
team members, and succession plans for other auditors. Like regular employees, auditors care
significantly about their future in the firm and about their professional continuity and promotions.
Their behavior is mainly concerned with the evaluation of their experience that might result in a
promotion or advancement or in a termination of service. The behavior of auditors, and specifically
dysfunctional behavior, becomes more accepted conduct with time. Performance evaluations take
place based on knowledge in the auditing profession, decision making and timely practical
verdicts, portfolio management, and compiled years of experience. Some factors are restricted to
stretches of time and are static, while some are dynamic and subject to manipulation (KPMG,

2011).

2.2  Selection and training

Professional accounting firms are naturally designed to train fresh accountants through a mentoring
system in which experienced managers and audit partners keep a close watch on the professional
development of new recruits (McManus and Subramaniam, 2009). According to Rosli and
Mahmood (2013), when discussing the moderating effects of HRM practices and entrepreneurial
training on improvement and firm performance, it has been noted that “The greater the interaction
between HRM practices in terms of employee recognition, compensation, and innovation
initiatives, the greater the overall performance of small to medium firms is.” Training can be
considered a turning point in the career of an inexperienced accountant. It can help appoint them
as managers with increased responsibilities. This happens while technical abilities in accounting

are enhanced and developed. Inconsistent selection of experienced auditors can result in turnover



of higher employees. Greater turnover leads to less consistency in employee devotion and
retention. The handover of company financial statements to inexperienced auditors and their high
turnover is frustrating to clients (Brierley and Gwilliam, 2003). Accordingly, the importance of
the selection processes and training cannot be undermined in the improvement and growth of a
business and in the career development and retention of inexperienced and entry-level accountants.
The idea of decreasing premature sign-off reporting activities is reinforced by the importance of
inexperienced auditors’ training programs. In addition, experienced auditors should be trained to
be well equipped in detecting premature sign-offs by inexperienced auditors (Hyatt and Taylor,

2013).

2.3 Audit behavior

Understanding the effect of organizational commitment and communication on job stress and
performance is of great importance for audit firms (Chen et al., 2006). Extended organizational
communication generally does not reduce stress levels or influence job performance. Therefore,
stress effects in the auditing field are different from stress effects in other fields. Auditing aims at
issuing reasonable assurance in terms of the reliability and the legitimacy of companies’ financial
statements according to an established criterion (Wanke et al., 2017). This profession strains
results in psychological and behavioral complications that negatively influence job performance
(Williams et al., 2001). Insufficient team member supervision, irresponsible performance
appraisals and evaluation fill-outs, and exertion of severe pressure on the audit team are the most
intense behaviours experienced (Herrbach, 2001). Sabotage among high-performing auditors is a
highly plausible scenario when limited opportunities are available (Demere et al., 2016). Static
performance appraisals can likely result in dysfunctional audit behavior (Andiola and Bedard,

2016). Inexperienced auditors with a sturdy orientation feedback are more coordinated and



synchronized with their coaches in comparison to those with unsteady orientation. It is important
to point out that strong feedback orientation combined with better attributes is not always linked
to positive assessment and promising appraisal outcomes. Distressed auditors with weak feedback
can be enhanced, and this issue can be resolved through appropriate planning and proper training

with predefined learning goals (Vandewallle et al., 2001).

Dysfunctional audit behavior is a response to the environment. Such behaviors can have adverse
effects on audit quality, both directly and indirectly. Direct behavior influences include premature
sign-offs of audit phases without the actual completion of their procedures (Otley and Pierce,
1995), insufficient gathering of evidential materials (Alderman and Deitrick, 1982), inaccurate
processing, and omission of audit steps (McDaniel, 1990). When auditors disclose an audit
procedure and define it as cleared when it is not, this is best known as false sign-off (Hyatt and
Taylor, 2013). Underreporting of chargeable audit time has been shown to indirectly impact audit
quality (Smith, 1995). Underreporting frequently leads to poor individual decisions, blurs the
necessity for budget revision, and leads to unrecognized time pressures on upcoming audits and
auditors. Dysfunctional behavior is not involved to these consequences only, but is also affected
by organizational commitment, turnover willingness, and locus of control. Auditors with internal
locus of control are less prone to behave in a dysfunctional manner when compared to auditors
with external locus of control (Donnelly et al., 2003). Furthermore, auditors with high turnover
intentions are more likely to behave dysfunctionally, because the auditor’s commitment is
relatively low when willingness to leave the job is present (Donnelly et al., 2003). Higher turnover
ratios lead to decreased quality in the audit reports (Brody et al., 1998). The credibility of the entire
audit can be jeopardized by the dysfunctional actions of any audit member; therefore, suitable

supervision of audit staff behaviour is essential (Sweeney et al., 2013). Following the literature on



performance appraisal and auditors behavior, an internal benchmarking is conducted between
gender and experience. Benchmarking that is by definition is “a process of identifying,
understanding, and adapting outstanding practices from within the organization” (Vermeulen,
2003) will help to highlight the main difference in auditors behavior in terms of gender and

experience.

2.4 Experienced v/s inexperienced auditors

Audit firms employ both inexperienced entry-level accountants and top experienced auditors,
otherwise known as staff auditors and different employment levels leading to partners.
Experienced auditors are responsible for developing the mindset of, coaching, and orienting new
inexperienced auditors, all while evaluating their performance (Emby and Etherington, 1996).
Amateurs and professionals demonstrate different auditing practices. Inexperienced auditors are
more likely to engage in dysfunctional behavior than their overseers (Gundry and Liyanarachchi,
2007), because they tend to focus on the job at hand, like inventory, payables, and cash audits,
while experienced auditors are more concerned with audit error corrections in audit reports and
budget monitoring (Herda and Martin, 2016). Also, inexperienced auditors are less likely to
estimate the gravity of the matter at hand when performing under reporting of chargeable time
(Leanne and Gregory, 2007). At the same time, experienced auditors view the importance of time
budgets as lower, much like their apprentices. Based on this finding, Leanne and Gregory (2007)
stated that inexperienced auditors engage in more dysfunctional audit behavior than their more
experienced counterparts. It is believed that experience plays a pivotal role in an auditor's
willingness to engage in dysfunctional behavior. Experienced auditors are believed to be more
effective and efficient in their audit reporting, so they are less likely to exercise dysfunctional

behavior (Donnelly et al., 2011). On another note, DAB is found to be tied to organizational


https://www-emerald-com.ezproxy.lau.edu.lb:2443/insight/search?q=W.%20Vermeulen
https://www-emerald-com.ezproxy.lau.edu.lb:2443/insight/search?q=W.%20Vermeulen

commitment; the higher the auditor's organizational commitment, the less the chances of

dysfunctional behavior (Paino et al., 2014).

2.5 Influence of gender on performance

With the ever-changing environment and designs of businesses today and in light of their
constantly increasing complexity, there is growing consideration for the importance of female
appointments in top management (Adams and Ferreira, 2009; Chapple and Humphrey, 2014).
Historically, males have predominantly occupied positions in the accounting profession. Females
tend to face more barriers to success than males do in terms of wages and salaries, promotions,

and hiring rates (Loprest, 1992; White, 1992; Glass Ceiling Commission, 1995).

Previous literature on women in charge is largely descriptive (Terjesen et al., 2009; Sealy et al.,
2017). After 2009, changes began to arise. Researchers started theorizing and examining the
interrelationships between gender and business financial performance to justify women’s board

participation (Sealy et al., 2017).

It is argued that women are more inclined toward transparency and effective monitoring in
management activities, which results in better decision making/quality (Gul et al., 2011;
Vathunyoo et al., 2016). Additionally, females are found to be more risk averse and more

conservative than males (Palvia et al., 2015).

The topic of discussion in this study is whether gender plays a role in DAB. This topic has not
been addressed in a straightforward manner. Prior research has discussed women on boards of
directors (Walt and Ingley, 2003), women owners of small and larger family businesses (Fasci and
Valdez, 1998), and gender dynamics in the sales profession (Dawson, 1997). To the best of our

knowledge, the topic of gender correlation with dysfunctional audit behavior has not been



examined. The research questions for this study are developed in the research design section based

on the above critical review of previous literature.

2.6 Theoretical framework

When facing risk, uncertainty and situations where individuals needs to make immediate decisions,
the prospect theory defines how individuals elect from different alternatives. Expected gains rather
than expected losses are the main drivers for the risk-seeking individuals in times of loss (Berger
and Vagner, 2018). In addition, during the process of decision-making, the prospect theory argues
that there are anchoring effects when individuals are facing risk of their decisions. Auditors are

said to behave with high levels of conservatism when a high risk is evaluated (Jixun, 2007).

Kahneman (2011) mentions the following: “In bad choices, where a sure loss is compared to a
larger loss that is merely probable, diminishing sensitivity causes risk seeking” (p.285). The audit
practice is structured in a way that demands too much time from auditors along with different
pressures faced at fieldwork with a little return/gain for uncovering mistakes and errors. Stress
anxiety is driven by junior auditors’ tendency to uncover mistakes at the expense of extra time and
effort leading to more pressure and unstable behavior. Berger and Vagner (2018) conclude that
auditors would accept small threats in relation to their dysfunctional behavior compared to the sure

loss position that is defined by budget overruns and lost time.

3. Research design

3.1 Research methodology

The survey is designed to assess the change in willingness to demonstrate dysfunctional audit
behavior while being stimulated by performance evaluation factors. The survey statements are

mainly related to performance evaluation influences, leading to premature sign-offs and under
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reporting of chargeable time. Big Four performance assessment templates are used for credibility
and accuracy purposes. Dysfunctional behavior is assessed as premature sign-offs or
underreporting of chargeable time in concurrence with prior studies (Kelly et al., 2011). The
respondents were asked to rate their level of agreement based on the Five-point Likert Scale, where
1 stands for Strongly Agree, 2 stands for Agree, 3 stands for No Opinion, 4 stands for Disagree,

and 5 stands for Strongly Disagree.

3.2  Population and Sample

The paper discusses the behavior of external auditors when expecting performance evaluation
outcomes. The main contribution is that the data has been collected from a controlled sample over
a period of three years. The survey has been sent twice to the same sample of auditors employed
at one of the Big Four firms based in the UK. The first survey was sent in 2011 when the subjects
were considered inexperienced auditors, and the same survey was sent to the same auditors after
three years, in 2014, when the same participants had gained three years of experience and were
considered experienced auditors. The sample comprises 113 observations. The unique advantage
of the research sample is that it is controlled and followed up, making it possible to observe the
changes in auditor behavior when experience increases and understanding of the work structure

and performance evaluations increase.

3.3  Measurement tools and analysis

In an attempt to answer the first research question, the first analysis performed is based on the
comparison of the response means between period 0 and period 3, resulting from the use of the
five-point Likert scale. The aggregated means of every statement response is calculated. The latter
contributes notably to this paper, because it represents crucial statistical results that reflect whether

the respondents deviate toward either agreement or disagreement (Hyndman and Koehler, 2006).
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Specifically, the study employed the Paired-Sample T-test, examining the differences between the

two clusters at two different periods.

For the second research question, potential variances between male and female auditors at both
period 0 and period 3 are subject to testing after stratifying the sample. The analysis is done using
the Independent T-test (Aldenderfer & Blashfield, 1984). These comparative tests are used due to
the sample groups being non-parametric (ordinal), and each sample group tested has more than 30

respondents, resulting in the sample being normally distributed (John and Priebe, 2007).

Due to the sample nature, once the initial sample was split, the resulting data rendered the two new
clusters as normal (above 30). Thus, the data was transformed into ranks, with 1 assigned to the
highest value before performing the independent T-test. The sample is divided between male and
female respondents over the two different time periods. The respondents’ replies to the survey
statements were stratified and tested (based on the five-point Likert scale as explained previously).
When transforming the data response variables into ranked ones, Rank 1 was assigned to the Likert
scale response of 5. Thus, the lower the ranking or the closer it is to Rank 1, the stronger the

disagreement is; conversely, the higher the ranking, the weaker the disagreement is.

4. Results

4.1  Descriptive statistics

The results in Table 1 indicate that the total response rate is 100% during both periods 0 and 3.
The following response rate is considered acceptable due to the unique nature of the sample and
the ability to have full access to the surveyed sample. Field visits to the audit firm are made over
the tested periods. Both periods had a 100% response rate. Around 71.05% of the respondents

were males, and 28.95% were females.
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4.2  Differences between experienced versus inexperienced auditors regarding the perception

of dysfunctional behavior

The findings in Table 2 are presented using the paired-sample T-test.

4.2.1 Premature sign-off by experience
Statements “S 3.1.2,” “S 3.1.6,” and “S 3.1.7” of the survey displayed in Table 2 show a significant
shift in means. The mean difference of both groups was tested at a 95% significance rate with 5%

confidence interval.

Statement (S3.1.2) has a p-value = 0.00. In period 0, inexperienced auditors' replies had a mean of
1.730 regarding their opinion about reduced experienced auditors' strictness in applying
methodologies to receive positive client feedback (S3.1.2). The majority of the tested sample is
leaning toward agreeing to the statement, especially statement S3.1.2, which targets the perception
of experienced auditors only. Accordingly, inexperienced auditors are more honest when replying
to this statement. In period 3, the mean shifted to 3.13, meaning that most of the experienced
auditors now have no opinion, demonstrating a leaning toward disagreement with the previous
statement. Experienced auditors seem to be more sensitive when replying to statements when such
statements target their behavior. It is implied that, with added experience, auditors tend to have a
better understanding of their firm’s methodology. Our results align with Donnelly et al. (2011)
who state that with added experience, auditors behave in less dysfunctional manner as they become

more effective, efficient in the audit practice and reporting.
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Statement (S3.1.6) has a p-value = 0.035. When questioned about their opinion regarding partners
not reporting material control weaknesses in an attempt to receive non-audit assignments (S3.1.6),
period O inexperienced auditors had a mean of 3.736, showing that they are on the verge of
disagreeing, but in period 3, the experienced auditors’ mean shifts significantly downwards to
3.26. This could be due to the fact that experienced auditors might be willing to get involved in
increasing clients' portfolio by not declaring all weaknesses during a regular Financial Statement
Audit (FSA). This statement reveals the wide different point of views between audit partners
(experienced auditors) and audit trainees in terms to their perception of the managerial side of the
audit practice. Such differences, if not properly narrowed, would harm the audit quality and the
workplace (Brierley and Gwilliam, 2003). It signified that inexperienced auditors shifted their
beliefs from slightly disagreeing to the statement that "experienced auditors avoid reporting
material weaknesses when expecting a performance evaluation" to no opinion when reaching an
experienced level, plausibly due to the fact that their growing awareness of factors, such as

increasing clients’ portfolios, helps them to receive better appraisals.

Statement (S3.1.7) has a p-value = 0.00. The responses indicate that auditors are less reliant on
subject matter expertise in ambiguous audit report stages in the attempt to finalize the audit report
before hand and as quickly as possible (S3.1.7). Inexperienced auditors in period 0 had a mean of
3.42, showing that the majority of the respondents have no opinion or lean toward disagreement.
It can be noted that inexperienced auditors believe that ambiguous audit cycles are audited with
the support of SME, regardless of budget constraints. In period 3 and when they became
experienced auditors, the mean dropped to 1.699, showing that the respondents agree that less
reliance takes place on the subject matter experts while the audit report conclusion is taking place.

With added experience, the same respondents (auditors) get more involved in audit assignment
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profitability, which will affect their performance evaluation at a later stage. The auditor who
believes that certain audit cycles should employ the use of SMEs when they spend three years in
the audit field also believes that there is no need for SMEs to clear assignments with the best
recoverability for the sake of receiving good performance appraisal. Such behavior of not relying
on experts, although experienced auditors are not expert in a certain matter, is harming the auditing
profession. Clients are feeling frustrated having their financial statements handled by auditors not
experts in their fields (Brierley and Gwilliam, 2003). Accordingly, the training and selection

process play a vital role in mitigating dysfunctional behaving (Hyatt and Taylor, 2013).

4.2.2 Under-reporting of chargeable time by experience

Statement S3.2.7 has a p-value = 0.00. It shows a significant shift in its mean, while the remaining
questions had no significant shift in the means. In period 0, inexperienced auditors' replies had a
mean of 3.08 regarding their opinion about auditors delegating tasks. This perspective is based on
the hourly rate of auditors rather than the required skills in order to achieve a profitable audit
assignment, thus leading to potential performance appraisals. The majority of the respondents were
leaning towards having no opinion about the statement. In period 3, the mean shifted to 1.619,
showing that experienced auditors now believe that, to achieve good appraisals, audit managers
are more concerned with assignments' recoverability rather than the skills and quality needed to
finalize an audit assignment. With added experience, senior auditors perceive that audit managers
are more eager than junior auditors to receive good appraisals. A good appraisal translates into
better merits and a step toward potential promotion. Dysfunctional behavior is perceived to be
exercised to receive positive outcomes of performance appraisals. What crucial in this scenario is

to balance between the eagerness for better appraisals and the awareness about dysfunctional
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behavior through a supervision and coaching and well designed training events Reference for

(Audit Committees Worldwide, 2015).

4.3  Gender differences in perceiving audit dysfunctional behavior

A significant p-value is observed while performing the Independent T-test. The statements that
indicated significance are reflected in Tables 3 and 4. At period zero, two statements showed
significance (Chargeable Time S 3.2.1, p-value = 0.05 and Chargeable Time S6, p-value = 0.05).
It is observed that the mean response of females to the following statement “An auditor expecting
a promotion may exercise less professional skepticism if this would harm assignment profitability”
is 14.27, while for male respondents, the mean is 21.63. This shows that female auditors tend to
disagree compared to male auditors when it comes to behaving subjectively and conducting the
audit with a less questionable mind. Thus, females are generally more responsible and reasonable

auditors and are less prone to dysfunctional audit behaviour than male auditors.

The second statement at period zero showing significance was “Finishing an audit assignment with
a good recoverability rate is one of the most important factors for a good appraisal and performance
evaluation.” Female mean responses to that statement were 15.32, while the males demonstrated
21.94. Males agreed more with the fact that good performance appraisals come with good cost/rate
determination in advance. Thus, males could be more prone to dysfunctional audit behaviour than
females in this case. At period three, two statements showed considerable significance (Premature
Sign-off S2 p-value = 0.033 and Premature Sign-off S3 p-value = 0.05). The results attained

showed the subsequent outcomes.

Female respondents’ mean to the following statement (S 3.1.2), “Strict audit firm methodology is
less exercised by experienced auditors in order to receive positive feedback from clients” was

13.86, while male respondents had a mean of 21.63. The previous statement shows that females
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agree less with exercising decreased strictness in the audit tasks to receive positive client feedback.
Males are more pro-leniency in applying audit firm methodologies at the expense of getting

positive client feedback, thus inferring that male auditors are prone to act dysfunctionally.

Regarding Statement S 3.1.3, “When there is a risk of losing an audit assignment, partners tend to
compromise rather than comply fully with audit firm methodology and auditing standards,” the
female respondents” mean was 14.14, while male respondents had a mean of 20.46. This shows
that females agree less with the practice of not fully abiding by audit standards when at risk of
losing an audit assignment compared to their male counterparts. This indicated that male auditors

are more susceptible to dysfunctional behaviour than female auditors are.

The general outcome of the above statements comparing the perception of female auditors to male
auditors support the previous literature about females being appointed in top management
(Chapple and Humphrey, 2014). It is found that females, after they suffered from the predominant
male positions, are showing better transparency, effective monitoring and risk averse behaviour

than their male counterparts (Palvia et al., 2015).

5. Conclusion and recommendations

The HRM job has witnessed significant involvement in auditing firms, starting by selecting the
appropriate candidates, training them, and finally evaluating and appraising them (Brierley and
Gwilliam, 2003). Selection is the process of selecting a fit candidate for a specific role that can

successfully bring valuable contributions to the firm. According to Bharadwai and Menon's (2000),
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human resources can most definitely provide an erratic and unparalleled source of competitive
advantage, all while significantly increasing the firm’s performance. While employees may have
different behaviors and different attributes, their training must be dynamic and appropriately fitted
(Linetal., 2008). Research on auditors’ performance appraisals is limited due to the critical context
of the research topic itself (Herrbach, 2001). Some recent studies investigated the outcomes of the
review and appraisal methods and the feedback source delivered to different categories of auditors
(Dalton and Viator, 2013; Kadous et al., 2013; Schaefer, 2013; Bamber et al., 2014; Nehme, 2017).
The objective of this paper is to highlight the dysfunctional behavior variation of auditors while
expecting performance appraisals over two different time periods. Furthermore, the two periods
would reflect how the constant sample demonstrates changes in its respondents’ behavior while

their experience is augmented from period O to period 3.

The findings show that the same auditors, after gaining three years of experience, become more
sensitive when they reply to statements related to their group behavior. The same group of auditors
used to believe that, when they are inexperienced, experienced auditors tend to apply less audit
methodology in order to generate positive feedback from clients. Auditors' temptation to increase
the audit firm portfolio for the sake of receiving good feedback from their superiors is also
evidenced in our results. The same sample of auditors, after gaining experience, expressed the
belief that having more assignments is vital to receiving good performance appraisals. Along with
our findings, the results show how the perception of assigning audit members on audit assignments
varies between inexperienced and experienced auditors. After three years of experience, the results
show that the profitability of audit assignments is more important than the skills and expertise

required to finish an audit assignment with good audit quality.
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Through internal benchmarking based on the experience factor, the results clearly reflect that
experienced auditors’ opinion differs from when they were inexperienced regarding their
agreement with premature sign-off. It can be evidently determined that experienced auditors are
more tolerant of dysfunctional audit behavior than when they are inexperienced. In addition,
internal benchmarking based on gender shows that men in general are more accepting of
dysfunctional audit behavior, while women have less tolerance for dysfunctional audit behavior.
Experienced female auditors still have a tendency to be less accepting of dysfunctional audit
behavior than males did. The benchmarking exercise is not limited to external auditors as internal
auditors benchmark their different tasks within an organization for better processes (Balzan and
Baldacchino, 2007). Unlike the benchmarking taking place at the public sector which is normally

in response to governmental requirements (Bowerman et al., 2002).

It is emphasized that the HRM criteria cannot be undermined, especially when promising
performance enhancements and appraisals as pledged to auditors. Performance evaluations are not
easy to undertake and execute (Neely, 1995). Audit quality is a very delicate matter to measure
and understand, since it is sensitive to auditors’ behavior. This paper aids in determining how
auditor behavior varies when auditors gain experience over the years. The study addressed a

sensitive sample regarding a pivotal topic in the auditing domain.

The results of this study will help practitioners to gain a clear understanding about the essential
knowledge and background required to provide satisfactory performance in the workplace. The
current study suggests that diversity among auditors not only provides fair access to the profession
but also ensures that the risk of dysfunctional behavior can be mitigated through balanced audit

teams. Moreover, this study evidenced that experience has a significant influence on auditors’
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professional attitudes, which might bring some attention to experience diversity among the audit

team for specific audit assignments.

This paper includes several implications. It can help practitioners, corporate executives, and audit
firms to understand what factors can lead external auditors to commit dysfunctional behavior.
Understanding these factors may help in retaining high audit quality in performing financial
statements audit. It can also help to prevent high turnover in audit firms as a result of minimizing
dysfunctional behavior. Moreover, building proper appraisal system that do not push auditors to
behave unethically from one side and to serve its purpose from another side by assessing auditors’

performance after each assignment.

Finally, this study provides useful insights for audit firms regarding the composition of audit teams
and the required diversity of experience, gender, training, and knowledge to mitigate the risk of

dysfunctional audit behavior.
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