Does auditor resilience mitigate the effects of multiple team
memberships on quality threatening behaviors?

Deju (James) Zhang, Dennis Veltrop, Reggy Hooghiemstra,
Floor Rink

Project Number: 2016802

FOUNDATION FOR

UDITING
RESEARCH 2023/06 - 14

FAR Working Papers



Forthcoming in

Auditing: A Journal of Practice & Theory

Does auditor resilience mitigate the effects of multiple team memberships on
quality threatening behaviors?

Deju (James) Zhang

Eindhoven University of Technology

d.zhang5@tue.nl

Dennis B. Veltrop*
University of Groningen
d.veltrop@rug.nl

Reggy B.H. Hooghiemstra
University of Groningen
r.b.h.hooghiemstra@rug.nl

Floor Rink
University of Groningen

f.a.rink@rug.nl

* Corresponding author
E: d.veltrop@rug.nl
T: +31503637238

Running Head: Auditor Multiple Team Membership

We thank Markus Baer, Thom de Vries, Mark Peecher, and participants of SOM PhD Conference
and 4™ International Conference on Auditing Research for helpful feedback. Funding from

Foundation for Auditing Research is greatly acknowledged.



ABSTRACT

Audit firms rely on audit teams where memberships are frequently shared, shifted and dissolved.
In practice, this means that many auditors are part of multiple engagement teams for a given period
of time. This paper examines why and when such multiple team memberships (MTMs) may lead
auditors to engage in audit quality-threatening behaviors. We analyze data from a survey of 202
auditors—ranging from assistants to partners—working at Dutch audit firms. Our findings
demonstrate that serving on MTMs can undermine auditor learning, and in so doing leads auditors
to engage in audit quality threatening behaviors. Analyses show that less resilient auditors—those
who are less able to bounce back from experienced difficulties—appear most susceptible to these
deleterious effects. In addition, exploratory analyses suggest that the negative effect of serving on
many MTMs appears to be more pronounced for field-level auditors than for management-level
auditors.

Keywords: Auditors; Multiple Team Membership; Audit Quality Threatening Behaviors; Auditor
Resilience



I. INTRODUCTION

Auditors may engage in behaviors that undermine audit quality (Donnelly, Quirin, and O’Bryan
2003; Knechel, Krishnan, Pevzner, Shefchik, and Velury 2013; CAQ 2014; IAASB 2014; PCAOB
2014, 2015). Such audit quality threatening behaviors (QTBs) may include gathering insufficient
audit evidence and falsely signing-off of audit work (e.g., Otley and Pierce 1995, 1996; Herrbach
2001; Donnelly, et al. 2003; Pierce and Sweeney 2004, 2006; Sweeney, Pierce, and Arnold 2013).!
QTBs can have potentially serious consequences for the audit profession (Pierce and Sweeney
2006; Sweeney et al. 2013). Prior auditing research has identified several environmental, auditor-
specific, and task-related factors as elements that may explain differences in QTBs (e.g., Sweeney
et al. 2013; Herda, Cannon, and Young 2019; Pruijssers, Heugens, and van Oosterhout 2020).
Nevertheless, the impact of one innate environmental and task-related element of audit work,
namely auditors working on multiple audit engagement teams in a given time period, is left largely
unexplored. This is an important issue since, in practice, audit firms generally rely on audit teams

where memberships are frequently shared, shifted and dissolved.?

Research in organizational behavior recognizes that this work element, referred to as being
part of multiple team memberships during a given period of time (MTMs), can enhance individual

performance by stimulating on-the-job learning (O’Leary, Mortensen, and Woolley 2011; Pluut,

"'In an interview, the (former) chairman of the International Forum of Independent Audit Regulators (IFIAR), Van
Diggelen, warned that “[t]oo often, auditors sign off on financial statements, even though they have not collected
sufficient information to base their judgments on” (Van der Heijden 2014).

2 Our work is situated in the Dutch context where working on multiple engagements is quite common. According to
Dutch law, audits are required for firms that have revenues of at least €12 million, total assets of at least €6 million,
and have at least 50 employees. Information from the Dutch Association of Auditors (NBA), for instance, indicates
that in 2018 about 20,000 statutory audits were carried out, of which almost 45 percent were executed by the Big 4.
MTMs may play a less prominent role in settings where auditors work on a few large ‘marquee’ clients for longer
periods of time, such as in (certain office locations in) the U.S. (e.g., Chicago, New York, San Francisco, and Seattle)
or the U.K. (e.g., London). Yet, also in these settings, auditors are engaged in finalizing work for one engagement,
while also working on the next engagement at some point in time. See also the discussion section.



Flestea, and Curseu 2014; Margolis 2020).> However, this stream of research also suggests that
MTMs may have undermining consequences for individual performance for individuals who are
unable to cope with the demands from serving on many teams (Perlow 1999; O’Leary et al. 2011;
van de Brake, Walter, Rink, Essens, and van der Vegt 2018). In this study, we therefore seek to

understand how and when serving on multiple audit engagements leads auditors to engage in QTBs.

The present investigation strives to realize two key contributions. Firstly, prior work
concurs that a lack of on-the-job learning harms audit quality but has so far assumed that auditor
learning is closely linked to an auditor’s personal competencies (e.g., Knechel et al. 2013). We,
however, argue that a structural element of audit work itself (i.e., MTMs) may be considered as an
important predictor of an auditor’s on-the-job-learning, and that when this element undermines
auditors’ learning, auditors are more likely to engage in QTBs (Westermann, Bedard, and Earley
2015; Grohnert 2017; Grohnert, Meuwissen, and Gijsselaers 2018). We believe this is an important
issue for many auditors. Indeed, about a decade ago, Jay Hanson—as a board member of the
PCAOB—already noted that the pressures auditors face when working on audit engagements are
alarming and may constitute a serious threat to audit quality (Hanson 2013). While some studies
confirm that auditors are concerned about the work pressures they face (e.g., De Vries and
Herrijgers 2018; Persellin, Schmidt, Vandervelde, and Wilkins 2019), to date, we neither know

how MTMs exactly impact the way auditors approach their work, nor do we know why some

3 MTMs are distinct from multitasking (see, e.g., O’Leary et al., 2011; Margolis 2020). Mullis and Hatfield (2018,
315) define multi-tasking as “going back and forth between multiple tasks such that prior tasks are generally not
concluded when working on new tasks.” While multitasking refers to tasks, MTMs refer to engagements or teams. For
example, during a specific week, or even during the same day, an auditor may work on the ASML audit as well as the
Heineken audit. Auditors may even switch between many MTMs by carrying out largely equivalent work for smaller
clients. Importantly, MTMs do not necessarily involve task switching, implying that, for instance, an assistant auditor
can be working on bank reconciliation testing for both the ASML and the Heineken audit. An individual with many
MTMs may separate working time for different teams into clearly different sequences that require little task switching
(cf. van de Brake et al. 2018; see also Margolis 2020). Moreover, MTMs (compared to multitasking) involve a social
aspect such as a switch in team environment. However, MTMs do not rule out multitasking.



auditors seem to be better able to handle the demands associated with MTMs. This lack of
understanding undermines our ability to inform audit firms on the work conditions that will prevent

QTBs.

Secondly, we highlight that these effects may vary across auditors. By doing so, we respond
to recent calls in the auditing literature for more research explaining why, at times, there seem to
be great individual differences in audit outcomes (e.g., PCAOB 2015; Christensen, Glover, Omer,
and Shelley 2016). Specifically, we introduce auditor resilience (i.e., the ability to bounce back
from experienced difficulties) as a crucial contingency trait helping auditors to experience learning
benefits from serving on many MTMs (cf. Kossek and Perrigino 2016). Resilience plays an
important role in helping individuals overcome challenging situations in the workplace (Finn and
Rock 1997; Mitchell, Greenbaum, Vogel, Mawritz, and Keating 2019). Resilient individuals are
not only better able to endure and recover from high job demands compared to less resilient
individuals, they are also more likely to grow and develop in their career in response to such
demands (Kossek and Perrigono 2016). It stands to reason that for those auditors unable to deal
with MTM demands effectively, MTMs may thwart rather than stimulate on-the-job learning and
can hereby ultimately threaten audit quality. Thus, notwithstanding the potential benefits of MTM
work structures for more resilient auditors, serving on many MTMs may make it difficult for less
resilient auditors to keep their heads above water. For these auditors, MTMs may undermine rather
than increase their learning experiences (Perlow 1999; O’Leary et al. 2011), which in turn may

lead these auditors to engage in QTBs.

Taken together, we present a nuanced view on the factors that may threaten audit quality.
We show that structural work features and individual auditor’s personality traits tend to have an

interrelated, joint impact on auditor functioning, and should therefore not be studied in isolation



from each other (e.g., Kelley and Margheim 1990; DeFond and Francis 2005; Nelson and Tan
2005; Goodwin and Wu 2016). Gaining more knowledge on the interplay between structural work
factors and individual auditor factors has important implications for audit planning, auditor training

and selection to help auditors cope with audit work demands effectively.

To test our hypotheses, we rely on surveys sent to employees of audit firms in the
Netherlands. Our sample comprises useable responses from 202 auditors, involving assistants,
seniors, managers, and partners. We measure QTBs using a scale adapted from Otley and Pierce
(1995) and Herrbach (2001). MTM was measured by the number of engagements auditors served
on during a specific time period (O’Leary et al. 2011), while auditors’ resilience (i.e., the capacity
to recover from adverse situations) was measured with the scale developed by Leitner, Hehman,
Deegan, and Jones (2014). Lastly, learning was measured with the learning at work scale taken
from Porath, Spreitzer, Gibson, and Garnett (2012). We estimate our moderated-mediation model
using conditional process analysis (Hayes 2018) and find that (1) the relationship between MTMs
and QTB operates through auditors’ (reduced) learning and (2) that less resilient auditors are most

susceptible to these deleterious effects.

The remainder of this paper is organized as follows: First, we review the relevant literature
and develop our hypotheses. Next, we describe our research methodology and present our results.
We close with a discussion of our findings, our conclusions, the study’s limitations, and

opportunities for future research.

II. LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT

Audit Quality Threatening Behavior



By providing assurance that a firm’s financial statements present a “true and fair” view of the
company’s financial performance and position (Moore, Tetlock, Tanlu, and Bazerman 2006),
auditors play “an important role to the moral and ethical foundations of the business world”
(Garcia-Fali¢res and Herrbach 2015, 753). However, auditors may, at times, find themselves
conducting insufficient audits and breaching ethical guidelines related to the requirement that
auditors act diligently and in accordance with applicable technical and professional standards
(International Federation of Accountants 2010). Different fields of research have therefore studied
the likelihood of such questionable behaviors (e.g., Herrbach 2001; Pruijssers et al. 2020). Within
the auditing literature, such behaviors are referred to as quality threatening behaviors (QTBs).
QTBs are considered a poor execution of audit procedures that reduce the level of evidence
gathered for the audit (Otley and Pierce 1995; Herrbach 2001), and are seen as a defining factor
for audit quality (e.g., Francis 2011). Examples of QTBs include superficial reviews of client
documentation, a reduction of work below what would normally be considered reasonable, and a
premature signing-off on an audit step (e.g., Otley and Pierce 1995; Malone and Roberts 1996;

Willett and Page, 1996; Herrbach 2001; Pierce and Sweeney 2004; Pruijssers et al. 2020).

In 2003, Pierce and Sweeney reported that at least 43% of the auditors they surveyed
sometimes accept weak client explanations and superficially review client documents.
Furthermore, in a later review of the literature on QTBs, Pierce and Sweeney (2006, 20) indicate
that results “have been broadly similar internationally with relatively high levels of auditor [QTBs]
reported in all countries.” More recent research among Belgian, Dutch, and German auditors
confirms that auditors do, at times, engage in QTB (Pruijssers et al. 2020). This is also why
financial market regulators warn against QTBs. For example, the PCAOB in the US, the Financial

Reporting Council (FRC) in the UK, and the Authority for the Financial Markets (AFM) in the



Netherlands have issued reports showing that such behaviors have likely contributed to the delivery
of low-quality audits (AFM 2014; FRC 2015; PCAOB 2016). Due to the seriousness of QTBs, it
is important to understand what drives this auditor behavior. Yet, as Sweeney et al. (2013, 112-
113) observe, “there is relatively little understanding of the factors impacting on the decision to

engage in these unethical behaviors.”

Prior studies on the factors affecting the degree to which auditors engage in these behaviors,
however, does broadly document the role of (1) environmental factors, (2) auditor-specific factors,
and (3) task-related factors impacting QTBs. Environmental factors may, for instance, include the
ethical culture of the firm (Sweeney, Arnold, and Pierce 2010), supervisor leadership/reviewer
style (Otley and Pierce 1995, 1996; Pierce and Sweeney 2004), or tournament style promotion
systems (Pruijssers et al. 2020). Auditor-specific factors can include prior involvement in a specific
task, the auditor’s locus of control, workplace mindfulness, and turnover intentions (Donnelly et
al. 2003; Pierce and Sweeney 2004, 2006; Peytcheva and Gillett 2012; Herda et al. 2019). The
prime task-related factor impacting QTB is time pressure (Malone and Roberts 1996; Herrbach

2001; Pierce and Sweeney 2004).

We add to this literature by examining how the impact of an innate environmental and task-
related element of audit work, namely auditors working in multiple audit engagement teams in a
given period of time, affects QTBs. Specifically, we argue for the existence of an indirect
relationship between MTM and QTB, via learning and that this indirect relationship varies across
auditors depending on their resilience. In the next sub-section, we first develop our arguments as
how MTMs and auditor resilience jointly affect learning. We then present our arguments regarding
the effects of learning on QTBs, which culminates into the moderated-mediation relationship

between MTMs and QTBs. Figure 1 depicts the overall conceptual model.



[INSERT FIGURE 1 ABOUT HERE]

The joint influence of MTMs and auditor resilience on learning

In an attempt to use scarce human resources as efficiently as possible, many audit firms rely on
dynamic teams where memberships are frequently shared, shifted, and dissolved (Pierce and
Sweeney 2005; Bik 2010; Lopez and Peters 2012). This means that auditors are often part of a
number of different engagement teams during a given period of time, also referred to as multiple
team memberships (MTMs, O’Leary et al. 2011). From the audit firms’ perspective, MTMs are
believed to help solve client pressure and shortage of qualified staff as it allows auditors to work
on multiple engagements (see Pierce and Sweeney 2004). The use of MTMs is further popular
because it is expected to increase productivity. O’Leary et al. (2011, 466) remark that as the number
of MTMs increases “the extent to which resources are being used as opposed to sitting idle”
increases as well. In so doing, MTMs create an efficient way for auditors to oversee multiple
engagements simultaneously (PCAOB 2015; Persellin et al. 2019) and, consequently, auditors are
stimulated to develop efficiency-oriented work practices (cf. Cummings and Haas 2012; see also
Kc and Terwiesch 2009; O’Leary et al. 2011; de Vries, Walter, Van der Vegt, and Essens 2014).

Yet, the organizational benefits of MTMs may also come with drawbacks for individual auditors.

The MTM literature proposes that as the number of MTMs increases, auditors’ attention
becomes more fragmented, which may lead to ineffective work behaviors (Reinsch, Turner, and
Tinsley 2008). This idea is in line with a few experimental studies demonstrating that having
multiple clients can lead to instant cognitive errors, such as mistakenly attributing audit evidence
from one client to another (Lindberg and Maletta 2003) or contrasting unrelated information across
clients (Bhattacharjee, Maletta, and Moreno 2007). Whereas MTMs may stimulate individuals “to

work more efficiently, they also deprive individuals of the time needed to seek out and integrate
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new information” (O’Leary et al. 2011, 470). This is also consistent with Bonner and Walker’s
(1994) argument that auditors’ on-the-job learning is developed through practice and feedback and
that auditors experiencing cognitive overload are unlikely to learn and retain this type of tacit
knowledge. Moreover, research on knowledge acquisition processes (e.g., Perlow, 1999; Jett and
George 2003; Puranik, Koopman, and Vough 2021) suggests that on-the-job learning constitutes a
complex, experiential process (cf. Westermann et al. 2015). Rather than merely following ‘how-
to-rules’, learning from MTMs goes through integrating insights from one audit engagement to
another. Such integration requires cognitive effort, just like the subsequent encoding of these
insights into long-term memory (Bonner and Walker 1994; Earley 2001; Westermann et al. 2015).
Since auditors’ cognitive capacity is also influenced by contextual factors such as work demands
and fatigue (Griffith, Kadous, and Young 2021), it is likely that auditors can get overburdened by

serving on many MTMs.

In conclusion, the MTM perspective recognizes that team memberships exist for longer
periods of time (O’Leary et al. 2011; Margolis 2020), and that, therefore, they may also negatively
impact the long-term learning and professional development of auditors. Thus, by requiring
switching across teams and having a fragmented attention span, MTMs can also undermine the
processing and encoding of new information in more systematic and fundamental ways (O’Leary
et al. 2011; Mortensen 2014; Pluut et al. 2014; de Vries et al. 2014; Margolis 2020). Although its
pervasiveness may depend on office size, firm size, or jurisdiction, we propose that MTMs
represent a key environmental feature of audit work that may influence the degree to which auditors

experience on-the-job learning.

Taken together, although MTMs within audit firms can be “a powerful mechanism for

transferring knowledge” (Argote and Hora 2017, 580), the purported benefits of MTMs (e.g.,
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increased productivity and auditor efficiency) are unlikely to hold for all auditors. MTMs may
overburden auditors so that they are no longer able to connect relevant knowledge patterns or bases,
and learn only minimally at work (Larkin 1989; Hirschfeld and Gelman 1994; Gratton and Ghoshal
2003; O’Leary etal. 2011). In such instances, MTMs may undermine rather than stimulate auditors’
on-the-job learning (cf. Argote and Hora 2017; see also Yaghootkar and Gil 2012; Margolis 2020).
It is, thus, an important question why some auditors are better able to handle such MTM demands
than others. We argue that one key auditor trait, namely auditor resilience, as an important cognitive
resource, may provide an answer to the question of why some auditors thrive while others struggle

in serving on MTMs.

Although scantly acknowledged in auditing research or occupational research more
generally, resilience has gained a fair amount of traction in psychological research (Block and
Kremen 1996; Richardson 2002; Bonanno 2004; Charney 2004; Tugade and Fredrickson 2004)
and has a particularly rich history in research on children and adolescents successfully adapting to
adversity (Garmezy 1991; Luthar, Cicchetti, and Becker 2000; Masten 2001). Resilience is defined
as the ability to recover from adverse or challenging situations (e.g., Finn and Rock 1997; Kossek
and Perrigino 2016). In addition to bouncing back from challenging situations, resilience is also
seen as the ability to maintain a stable equilibrium in the face of stress (Bonanno 2004), or even as
adapting positively to adversity (Luthar et al. 2000) and function above the norm in spite of stress
(Tusaie and Dyer 2004; Smith et al. 2010). In this respect, resilience is similar to hardiness in that

it allows individuals to withstand or rebound from difficult conditions (Glantz and Johnson 2002).

Resilience generally influences how individuals appraise and cope with stressors (Glantz
and Johnson 2002) and enables individuals to recover and effectively “bounce back” from such

situations (Agnihotri, Trainor, Krush, and Krishnakumar 2014; Cooke, Wang, and Bartram 2019).



12

Psychological research provides evidence, for instance, that resilient students can attain higher
academic achievement in schools because they are better able to cope with pressure (Yeager and
Dweck 2012). Meta-analytic evidence further indicates that resilience provides individuals with
the ability to effectively deal with stressful, demanding, and changing circumstances (Waugh,
Thompson, and Gotlib 2011, see also Waugh, Wager, Fredrickson, Noll, and Taylor 2008).
Specifically, whereas individuals low in resilience pay more attention to the threatening, negative
information embedded in challenging situations (Waugh et al. 2008), individuals high in resilience
tend to see opportunities for growth and development (Mitchell et al. 2019), and are more likely to
feel “alive” rather than “drained” from challenging situations (cf. Ryan and Frederick 1997). For
this reason, scholars have proposed that resilience represents an important personal resource that
enables individuals to gain knowledge and learn from challenging situations (e.g., Luthans 2002;
Luthans, Avey, Avolio, Norman, and Combs 2006; Ledesma, 2014). In this respect, resilience can
be regarded as an important, yet largely unexplored personal trait that helps auditors navigate the
demands inherent in their MTM setting. We, therefore, anticipate that auditor resilience moderates
the relationship between MTM and learning, promoting MTMs to be appraised as a learning
opportunity rather than a threat, which then mitigates the negative impact of MTMs on learning.

We arrive at the following hypothesis:

Hypothesis 1: The negative relationship between the number of MTMs and learning is
moderated by auditor resilience, such that this relationship is less negative for resilient

auditors.

Learning and QTBs

Auditors must have a highly complex knowledge base to attain the level of professional proficiency

to ensure high-quality audits. Auditing is one of the most highly regulated professions and auditors
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need to adhere to many guidelines in carrying out their audit work. For example, AS 1010 states
that “In the performance of the audit which leads to an opinion, the independent auditor holds
himself out as one who is proficient in accounting and auditing. The attainment of that proficiency
begins with the auditor’s formal education and extends into his subsequent experience.” (PCAOB
2002). Such professional development is mostly framed in terms of training and in terms of learning
from supervision or feedback during audit engagements (e.g., Westermann et al. 2015). That is,
on-the-job learning is crucial for conducting high quality audits as it develops auditors’ execution
and understanding of important audit procedures (e.g., Westermann et al. 2015; Grohnert et al.

2018).

Recent meta-analytical evidence demonstrates that both formal training and on-the-job-
learning positively affect auditors’ ethical decision making and skeptical judgments (e.g., Plumlee,
Rixom, and Rosman 2014). Professional skepticism represents an attitude through which auditors
defer making judgments until sufficient evidence is collected and sufficient certainty is gained
(Hurtt 2010). Research shows, however, that on-the-job learning is more strongly related to
auditor’s judgment accuracy (Grohnert 2017) than formal education plans (e.g., Eraut 2000, 2004;
Marsick and Watkins 2001, 2013). The meta-analyses show, for example, that learning is a central
predictor of moral behavior at work (O’Fallon and Butterfield (2005; for the period 1996-2003)
and Craft (2013; for the period 2004-2011)), and that the availability of professional development
resources at work is strongly related to ethical sensitivity (O’Fallon and Butterfield 2005, see also
Sparks and Hunt 1998). Besides, related work has found that different modes of learning from the
workplace environment improve audit quality, such as learning through daily work experiences,
interactions with clients, or completing tasks independently from others (Hicks, Bagg, Doyle, and

Young 2007; Westermann et al. 2015). This is also echoed by Waller and Felix (1984, 383) who
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observed that “auditor’s experience-based knowledge is fundamental to the exercise of his or her
professional judgment”. Together, these findings suggest that individuals’ ability to learn how to
master their job at work plays a vital role in reducing QTBs in audit settings. We, therefore,

formulate the following hypothesis:

Hypothesis 2: There is a negative association between learning and QTBs.

Moderated-mediation relationship between MTMs and Quality Threatening Behaviors

For our final hypothesis we draw from both cognitive overload and learning arguments impacting
QTBs. As discussed above, we argue that less resilient auditors are more likely to be cognitively
overloaded, unlikely to learn, from serving on many MTMs. Then, given that auditor on-the-job
learning is key for auditors’ execution and understanding of audit procedures, an important
mechanism through which MTMs may undermine audit quality is reduced learning. Accordingly,
we predict that especially for those individuals that are low in resilience—and more likely to
experience cognitive overload from serving on many MTMs—MTMs may lead these auditors to
engage in QTBs through (reduced) learning. Formally, we arrive at the following moderated-

mediation hypothesis:

Hypothesis 3: The negative indirect relationship between MTM and QTB through learning

will be stronger for less resilient auditors.

III. METHODS

Data Collection

This study relies on data gathered from two key sources. The first source comprises employees of

auditing firms in the Netherlands who were personally approached by a group of seven auditing
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students doing an internship at an audit firm.* The survey was sent out and followed up with two
rounds of reminders by the research team. In every communication, auditors were given the
possibility to opt-out and not receive future reminders. Of the 175 auditors who initially agreed to
participate, 131 auditors (75%) completed the questionnaire. The second source comprises alumni
of a Dutch CPA educational program at a Dutch university. The head of the auditing department
approached these alumni via an announcement distributed through the LinkedIn alumni group. Out
of the 295 LinkedIn alumni members currently working as auditors, 71 CPA auditors completed
the survey, with a response rate 24.07%.° In total, these two sources yielded useable responses
from 202 auditors. All participants were informed that the study received approval of the
University’s ethics committee and were assured that their responses would be confidential and used

for research purposes only. Table 1 provides the definition of the variables.
[INSERT TABLE 1 ABOUT HERE]

Measures

Dependent Variable

Quality Threatening Behavior (QTB) was measured using a scale adapted from Herrbach (2001)
and Otley and Pierce (1995) representing eight quality threatening behaviors that may be
encountered during an audit engagement, namely: (1) reduction of work below what is considered

as reasonable, (2) superficial review of client documentation, (3) acceptance of weak client

4 The auditing students approached auditors working within the audit firms within which they conducted their
internship. From each student, the research team received the contact information for 25 auditors who agreed to
participate. It is important to note that this contact information was corroborated via LinkedIn and other publicly
available sources and that invitations were sent by the members of the research team. This was done to ensure that the
surveys were filled out by auditors themselves, but also to ensure that students doing their internship did not have
access to the raw survey data of the auditors they had contact with during their internship.

5 Although this response rate is lower than the one in which auditors were personally approached, it is still rather high.
An important reason for this relatively high response rate is that the invitation was sent out by the head of the auditing
department—a long-standing auditing professor who also served as a senior partner at an audit firm.
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documentation, (4) failure to research an accounting principle, (5) failure to pursue a questionable
item, (6) signing off a step of an audit program without completing the work, (7) greater than
appropriate reliance on client work, and (8) personally engaging in underreporting of time. For
each item, auditors had to indicate how frequently they committed such behavior in the last three
months—consistent with the time frame of the MTM measure (cf. O’Leary et al. 2011)—on a
seven-point scale ranging from (1) never to (7) very often. Cronbach’s alpha was 0.78. The QTB

score is calculated as the average of the QTB items.
Independent Variable

Multiple Team Membership (MTM) was measured by the number of engagements auditors served
on during a specific time period. Auditors were asked to indicate how many audit engagement
teams they served on during the last three months (cf. O’Leary et al. 2011). The average of team
memberships is 9.43, with a standard deviation 10.02. Since the measure is highly skewed, we

apply the natural log transformation to this variable.®
Moderating variable

We measured auditors’ resilience with the scale developed by Leitner et al. (2014), which measures
auditors’ capacity to recover from adverse situations. It captures individuals’ tendency to disengage
self-esteem from negative outcomes. The items read: “when bad things happen to me, I try to not
feel bad about myself”; “I am good at “shaking off” failures and keeping a positive attitude”; “when

I perform poorly at something, I do my best to keep a positive sense of self-esteem”; “I can adapt

to almost any situation to maintain my self-esteem.” We used a seven-point scale, ranging from (1)

6 One respondent—a senior manager—indicated that (s)he was involved in internal quality and process management
within the audit firm and that (s)he did not serve on a specific audit engagement during the time window. Since it is
not possible to take the natural log of 0, we add a constant of 1 to the MTM scores before taking the natural log. The
results remain unchanged when we exclude this respondent. The results also hold when using the raw MTM scores.
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strongly disagree to (7) strongly agree. Cronbach’s alpha is 0.83. The resilience score is calculated

as the average of the resilience items.
Mediator

Rather than following ‘how-to-rules’, on-the-job learning is an experiential process that is difficult
to assess with objective scores (Bonner and Walker, 1994). As such, and consistent with our
theoretical reasoning, we take a cognitive perspective and assess auditor on-the-job learning
through auditors’ subjective learning experiences. Specifically, we measured on-the-job learning
with the ‘learning at work’ scale taken from Porath et al. (2012). Items include “In my work, |

99, ¢

continue to learn more as time goes by”’; “In my work, I find myself learning often”; “In my work,
I am developing”; “In my work, I see myself continually improving”. These items were scored on

a seven-point scale, ranging from (1) strongly disagree to (7) strongly agree. Cronbach’s alpha for

the learning scale is 0.84.” The learning score is calculated as the average of the learning items.
Control Variables

In our study, we control for various demographic characteristics that may affect how individuals
handle ethical issues in general (cf. O’Fallon and Butterfield 2005), and QTBs in particular. We
control for auditors’ work experience and gender. Prior studies show that these variables influence
the extent to which auditors engage in QTBs (Sweeney et al. 2010; Ittonen, Vdhdmaa, and Védhdmaa

2013; Sundgren and Svanstrom 2014). Gender was assessed with a dummy variable representing

7 The scale also includes one reverse-scored item “I am not learning”, but we excluded this item from the scale because
psychometric research suggests that reverse-coded items (1) are generally more difficult to answer; (2) increase the
chance of misinterpretation by respondents; (3) may not measure the same underlying construct as non-reversed coded
items (Steenkamp and Burgess 2002; Netemeyer, Bearden, and Sharma 2003; Hughes 2009). Whereas extant research
therefore advises against the use of reverse items (Gehlbach 2015), it is also important to realize that a potential
limitation of a priori excluding reverse-coded items is that it may generally be more difficult to identify participants
who simply answer at one end of the answer-scale for every question.
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whether the auditor is female and auditor experience is measured in years. We further included a
Big 4 dummy variable because auditors working at a Big 4 audit firm may produce higher audit
quality than their peers (Sundgren and Svanstrom 2014). We also include a CPA dummy and a
field-level auditor dummy to control for auditors having a CPA designation and whether auditors
are serving as field-level auditors (i.e., auditors below the manager level that perform on-site audit
tasks).® Finally, as our sample comprises two sources, we also control for any potential difference

between these two sources by including a sample dummy.’
Common-Source Bias

The use of perception measures may yield a common-source response bias, possibly inflating (or
deflating) bivariate linear relationships among the measures (Podsakoff, MacKenzie, Lee, and
Podsakoff 2003). Notably though, our key independent variable, the log transformation of the
number of MTMs, holds a very low probability of perceptual bias. Also, when it comes to the
interactive influence of MTM and resilience, such interaction effects cannot be artificially created
by common source variance (Evans 1985). Siemsen, Roth, and Oliveira (2010) formally derived
that common source variance can only deflate, but not inflate estimated interaction effects (see also
Podsakoff, MacKenzie, and Podsakoff 2012). However, we also conduct post-hoc statistical
analyses to further alleviate any concerns that our results are affected by this issue. Specifically,
we conducted the Harman’s single factor analysis which usually is seen as a first test for common

source variance. Moreover, we employed Confirmatory Factor Analysis (CFA) with robust

8 We thank an anonymous member of the review team for pointing out the important distinction between field-level
auditors (i.e., assistants and seniors) and management-level auditors (i.e., managers, senior managers, and partners) in
carrying audit work within multiple engagement teams. See also the ‘additional analyses’ section. The results remain
unchanged when controlling for partner level and are available upon request.

9 As a robustness check, we also performed analyses without including any control variables. The results are consistent
with the results reported, but statistically more significant.
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standard errors in which we compare a one-factor solution with the proposed three-factor solution.
The fitting information for the one-factor solution reads ¥*(90) = 609.55, p < 0.001, CFI =0.417,
TFI = 0.320, RMSEA = 0.189, SRMR = 0.164, whereas the fitting information for three factors
solution reads ¥*(105) = 986.37, p < 0.001, CFI = 0.931, TFI = 0.917, RMSEA = 0.066, SRMR =
0.060. The statistics indicate that the one-factor solution provides a worse fit than the three-factor
solution. The results of the Chi-square difference test also corroborate that the three-factor solution,

indeed, provides a better fit with ¥*(3) = 164.24, p < 0.001.
IV. RESULTS
Descriptive Statistics

Table 2 shows the descriptive statistics for all variables as well as the correlations between the
variables. Table 2, Panel A reveals that 26% of our participants are female auditors, 78% of the
participating auditors work at one of the Big-4 firms and around 54% of the participants are field-
level auditors. Participating auditors have about 9.4 years of experience as auditor and 55% has
obtained the RA-degree (equivalent to a CPA-designation). Table 2, Panel B presents descriptive
statistics split by auditor rank. As this panel shows, the number of MTMs increases with auditor

rank ranging from 6.5 to almost 18.
[INSERT TABLE 2 ABOUT HERE]

Table 2, Panel C indicates that the demographic and work-related variables have a
significant correlation with either learning or QTB or both, which justifies the inclusion of those
variables as important controls. Table 2 also reveals that the CPA indicator is strongly correlated
with the field-level auditor indicator, indicating that field-level auditors are less likely to have a

CPA designation than management-level auditors. However, multicollinearity is unlikely to be a
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critical concern, as all variance inflation factors (VIF) were well below the appropriate cutoff value

of 10 (O’Brien, 2007); the maximum VIF was 3.58.

To show the occurrence of individual QTBs, Table 3 presents the percentages of per
response category ranging from “never” to “very often” of eight types of QTB. Although the overall
mean value of QTB is not very high (M= 2.60), Table 3 indicates that the participating auditors do
engage in QTB across all items. Furthermore, a confirmatory factor analysis corroborates that the
eight QTB items load on one factor (y? (20)=29.97, p=0.07, CFI=0.970, TFI=0.958,

RMSEA=0.050, SRMR=0.045).
[INSERT TABLE 3 ABOUT HERE]
Hypothesis Testing

We centered the key independent variable MTM and the moderator resilience to facilitate
the interpretation of the main effects when including the interaction term (cf. Aiken and West
1991). Table 4 shows the main results. In column (1) of Table 4 we also see that the coefficient of
the interaction-term MTM*Resilience is positive and significant (b = 0.29, p-value<0.01). This
result is in line with the first hypothesis, which predicted that the negative relationship between the
number of MTMs and learning is less negative for more resilient auditors. To gain further insight
into the nature of the interaction effect, we plotted the relationship between MTM and auditor
learning at low (-1SD), mean, and high (+1SD) values of auditor resilience (cf. Aiken and West

1991).
[INSERT FIGURE 2 ABOUT HERE]

Figure 2 presents the resulting graph and confirms that less resilient auditors (-1SD) suffer

more as MTM increases, whereas this is less the case for more resilient auditors. Simple slope
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analyses further confirm that the slope of the relationship between MTM and learning is significant
and negative for less resilient auditors (b= -0.39, p-value<0.05), but not for more resilient auditors
(b= 0.19, p-value=0.18). To further gauge at what value of auditor resilience the relationship
between MTM and learning becomes (in)significant, we plotted the Johnson-Neyman region of
significance in Figure 3 (cf. Bauer and Curran 2005). Figure 3 indicates that there is a significant
negative relationship between MTM and learning for auditors with resilience scores below 4.16,
whereas at higher levels of resilience there does not appear to be a negative relationship between
MTM and auditor learning. Furthermore, at the relatively high resilience score of 6.24, this
relationship even becomes positive. An overview of the exact coefficients is included in the

appendix in Table Al.

[INSERT FIGURE 3 ABOUT HERE]

The results presented in Table 4 (column 2) also show a significant negative association
between learning and QTB (b=-0.30, p-value<0.001). Consistent with Grohnert (2017) and
Grohnert et al. (2018), this finding suggests that the more auditors learn in their job, the less likely
they are to engage in quality threatening behaviors. These results confirm Hypothesis 2 predicting

a negative association between learning and QTB.

Hypothesis 3 predicted that MTM and QTB are indirectly related through (reduced)
learning, particularly for less resilient auditors. To test the significance of this conditional indirect
effect we used the bootstrapping procedures outlined by Hayes (2018). By applying bootstrap
procedures, it is possible to assess the significance of an indirect effect while avoiding power
problems from non-normal sampling distributions (cf. Edwards and Lambert 2007). For these
analyses, we used the PROCESS macro with 5000 bootstraps (Hayes 2018). Table 5 demonstrates

that there is a significant indirect relationship (through learning) between MTM and QTB when
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auditor resilience is low. Figure 4 further depicts these model specifications and results in a path
model. The bootstrapped 95% confidence interval includes zero for both mean [-0.05, 0.11] and
high resilience [—0.17, 0.03], but not when resilience is low [0.02, 0.24]. These results show that
MTM indirectly influences QTB (through reduced learning) at lower levels of resilience, but not
at mean or high levels of resilience. This confirms the previous result that at lower levels of
resilience, auditors tend to learn less from MTMs, and this reduced learning translates into higher

levels of QTB. This largely supports hypothesis 3.

[INSERT TABLE 5 AND FIGURE 4 ABOUT HERE]

Additional Analyses

We have argued and demonstrated that auditor resilience can be regarded as an important personal
trait that helps auditors navigate the demands inherent in the MTM setting. However, it may also
be worth to explore whether MTM demands differently impact field-level and management-level
auditors (i.e., audit managers and partners). A potentially important distinction between field-level
and management-level auditors in dealing with MTM demands, is that management-level auditors
are less likely to be at the engagement site on a day-to-day basis and may benefit from their routines
in organizing their work across multiple MTMs. In this regard, when examining the effect of
auditor workload, Persellin et al. (2019) find that audit managers and partners are less affected than
seniors and staff (i.e., our field-level category). Thus, serving on many MTMs may potentially be
more problematic for field-level auditors. To test this, we constructed a dummy variable assuming
the value of 1 for field-level auditors and 0 for management-level auditors.'? The expectation that

field-level auditors might be differently affected by MTMs than management-level auditors

10'See also the method section for a description of the auditor field-level variable.
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encompasses an interaction between MTM and this dummy variable, which we add in addition to

the interaction between MTM and resilience (see equation 1).
(1) y=p1x+ Pow+ L3z + Byxw + Bsxz + v

where v is a vector of control variables, y, x, w, z, respectively reflect learning, MTM, resilience,
and the field-level auditor dummy. The interaction term between MTM and resilience is captured
by xw, whereas the interaction term between MTM and field-level is captured by xz. We take the
first derivative of equation 1 to arrive at equation 2 below, which shows how the relationship

between learning and MTM (8y/6X) changes across resilience (w) and field-level (z).

(2) 2= By + faw + Bz

Given that the dummy variable (z) can only take two values, namely 1 for field-level auditors or 0
for management-level auditors, it is possible to affix the value of this variable to arrive at the
simplified simple slope functions for either field-level and management-level auditors (cf. Aiken
and West 1991; Busenbark, Graftin, Campbell, and Lee 2022). The simple slope function for field-

level auditors, at different values of resilience, is shown in equation 3.

(3) 2 =By + faw + s

Similarly, the simple slope function for management-level auditors, at different values of

resilience, is shown in equation 4.!!

) g_:; = Py + Baw

1 Similarly, given that we mean-center resilience before computing the interaction term, this function can be further
simplified to reflect the simple slope of MTM when resilience is at its mean (w=0) for the management-level auditors
(z=0); the B1 coefficient itself (i.e., B1+Ps*w+Ps*z=P1+P4*0+Ps*0=P1)



24

Figure 5A shows the Johnson-Neyman region of significance for field-level auditors and indicates
that there is a significant negative relationship between MTM and learning for auditors with
resilience scores below 4.46. Figure 5B shows the Johnson-Neyman region of significance for
management-level auditors indicates that there is a significant negative relationship between MTM
and learning for auditors with resilience scores below 3.70 and that when resilience is above 5.66
this relationship is significantly positive. An overview of the exact coefficients is included in the
appendix in Table A2 and A3. All in all, these results indicate that management-level auditors do,
indeed, appear to handle MTMs more effectively. MTMs have a negative impact at lower levels of
resilience for management-level auditors than field-level auditors and at higher levels of resilience

management-level auditors appear to benefit from serving on many MTMs.

[INSERT TABLE 6 AND 7 ABOUT HERE]
[INSERT FIGURE 5A AND FIGURE 5B ABOUT HERE]

V. DISCUSSION AND CONCLUSION

The pressures auditors face from serving on multiple audit engagements can be considered an
important issue for audit quality (see also Francis 2011; Lai, Sasmita, Gul, Foo, and Hutchinson
2018; Persellin et al. 2019) and also receives attention from audit firms (e.g., Deloitte 2017; EY
2020). In this study, we have sought to shed light on this issue by examining how and when multiple
team membership (MTM) may lead auditors to engage in audit quality threatening behaviors
(QTBs). The results demonstrate that (1) the relationship between MTMs and QTB operates
through auditors’ (reduced) learning and (2) that less resilient auditors are most susceptible to these
deleterious effects. The findings thus underscore the relevance of auditor learning and auditor

resilience for explaining why and when some auditors thrive when they work on many MTMs
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whereas others struggle to keep their heads above water. Additional analyses further suggest that
field-level auditors appear to be more negatively affected than management-level auditors from
serving on MTMs. Thus, although serving on MTMs may, in principle, stimulate auditors’ on-the-

job learning, this does not appear to be the case for field-level auditors.

We recognize that our study is not without limitations. Firstly, our sample is based on
auditors in the Netherlands. A large part of the Dutch audit market comprises audits of annual
financial statements of non-listed firms (including private firms and governmental organizations),
while the total number of listed firms remains well below 150. Thus, our findings may not readily
generalize to other contexts with a larger number of ‘marquee clients’ such as the U.K. or U.S.,
where individual auditors are more likely to work on a few engagements for longer periods of time.
This is important because the inclusion of one or more ‘marquee clients’ in an auditor’s portfolio
will have consequences for that auditor’s MTM constellation. Yet, also in these ‘marquee’ settings
auditors are involved in shifting from one client to another in a given period. Moreover, ‘non-
marquee clients’ are quite common in other countries besides The Netherlands (see Downey,
Obermine, and Zehms 2020). Nonetheless, we encourage researchers to study the impact of MTMs
in other contexts, this may include industry specializations where MTMs may be more common
(e.g., small or medium sized private firms, non-profit organizations or broker-dealer audits in the

U.S. context).

Relatedly, a second limitation of our work is that by focusing on the number of MTMs we
did not consider the variety of MTMs. As O’Leary et al. (2011) suggest, variety may be another
important dimension of MTM that may influence learning from experiences across divergent
teams. Similarly, as also evidenced by the range of MTMs—with some auditors serving on many

MTMs—some audits may not take more than a day, whereas other audits take several months.
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Thus, future research may look into how MTM variety influences auditor functioning. To gain
insights of the effects of MTM variety, researchers could examine the effects of the composition
of individual auditor’s client portfolio in terms of public vs. private clients, whether or not the
portfolio consists of ‘marquee clients’ or other clients that require additional attention (e.g., as an

IPO is nearing), the size of clients, and the industries in which clients are active.

Third, and related to the prior point, although we find evidence that a larger number of
MTMs results in higher levels of QTB via reduced learning, it might be possible that there is an
optimal number of engagements auditors may serve on. Implying that, up until a certain number of
MTMs, learning increases (and, hence, QTBs decreases) as MTMs increase, then after an inflection
point, learning decreases (and, hence, QTBs increases) with too many MTMs. Auditors may
potentially learn more from being engaged in different types of MTMs (i.e., MTM variety).
Although we did not find evidence for such an inverted U-shape relationship between MTMs and
learning, this may be due to the sample size and design of our study. We encourage future research
to gauge how, why and when (different types of) MTMs are curvilinearly related to auditor

functioning.

Fourth, although we find that the levels of learning do not appear to differ across the ranks
within our sample, we cannot rule out that field-level auditors and management-level auditors may
potentially envision different types of learning when filling out the survey. Although we asked
auditors to report on their ‘on the job learning’ (e.g., “In my work, I find myself learning often”),
it may be possible that management-level auditors in general, and audit partners in particular, also
reported on their learning via continuing professional education (CPE). Experienced auditors put
in more effort in their CPE and may therefore consider this a more important element in their work

(Che, Langli, and Svanstrém, 2018). Then, given the pivotal role of auditor learning, we encourage
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future studies to incorporate more detailed measures of learning that may also help distinguish

between different types of learning across auditor ranks and how this impacts audit quality.

Finally, this research potentially suffers from common-source response bias. Whereas
interaction effects are unlikely to be driven by common source variance (Podsakoff et al. 2012;
Siemsen et al. 2010) and although we conducted several post-hoc tests, we may not be able to
completely eliminate this bias. In this regard, one potential research route might be to relate QTB

ratings with archival-based audit quality, such as abnormal accruals and earnings restatement.

Notwithstanding these limitations, our work has several important theoretical implications.
First, even though MTMs can be an essential element of how audit work is organized, the literature
has not yet explored the impact of this environmental factor on auditor learning and QTB.
Exploring these MTM effects is important because research suggests that on the job learning and
professional development are crucial for conducting high-quality audits as it develops auditors’
execution and understanding of important audit procedures (e.g., Westermann et al. 2015; Grohnert
et al. 2018). The current modus operandi in audit practice is that MTMs will stimulate auditors’
professional development (e.g., Bik 2010; Mullis and Hatfield 2018), but our findings demonstrate
that MTMs are more likely to undermine rather than stimulate this outcome. This is problematic
because the results do support the common notion that sufficient learning and professional
development prevents auditors from engaging in QTBs (e.g., Hicks et al., 2007; Westermann et al.,
2015; Grohnert 2017). Hence, our work adds to insights from prior studies on auditor busyness
showing that in the busy season, auditors provide lower audit quality (L6pez and Peters 2012;
Sundgren and Svanstrom 2014). We demonstrate that in addition to periodical peaks in the audit
cycle, the structure of auditors working in multiple engagements at the same time also threatens

audit quality by undermining auditor learning.
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Second, our results demonstrate that auditor resilience appears to be a crucial auditor trait
that can mitigate the negative effects of MTMs. Resilient auditors appear to handle the demands
inherent to serving on MTMs more effectively. It must be noted, however, that our work does not
statistically confirm the assumption that resilient individuals are likely to “thrive and witness gains
in personal growth and development” under challenging MTM circumstances (Kossek and
Perrigino 2016, 783). Rather, our work shows that resilience effectively reduces the likelihood that
MTMs pose a threat to auditor’s learning abilities. All in all, our results do support the notion that
highly resilient auditors are more equipped to handle MTM-related pressures than less resilient

auditors.

Thirdly and more broadly, the results of our study potentially have implications for the
offshoring of audit work, where part of the audit tasks are delegated to an external provider
(Downey 2018; Popova & Wright 2019; Canning, O’Dwyer, & Boomsma 2022). Lower-level audit
tasks (e.g., accounts receivable confirmations, bank confirmations) are then carried out by auditors
located in the offshore offices (Downey 2018). This implies that assistants, who usually conduct
these tasks when they start as an auditor, can work on more audits and focus on complex audit
tasks. While offshoring seems to lead to more cost-efficient and timely audits, the effects on the
learning processes of junior auditors are mixed. While Canning et al. (2022) document a stifling
effect on junior auditors’ experiential learning, Popova and Wright (2019) find that offshoring of
audit tasks may benefit experiential learning. As such, our study may be helpful in contextualizing
these mixed results of offshoring. Specifically, our results suggest that more resilient junior
auditors reap the benefits of working in an offshore setting, as it may stimulate them to “enhance

their people management, critical thinking, and communications skills” (Canning et al. 2022: 75).
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Yet, for less resilient auditors it may actually deprive them of the possibility for learning,

undermining their capacity to perform higher-level tasks (Popova and Wright 2019).

Our results also offer practical implications for audit firms to organize their audit work and
improve the quality of audit services. To begin with, we confirm that MTMs may trigger less
resilient auditors to engage in QTBs by undermining their on-the-job learning. Thus, audit firms
may temporarily allocate fewer engagements to auditors who have difficulties with handling MTM
demands. This would provide these auditors with better possibilities to learn from their work and
to incorporate some reflection time between engagements to facilitate auditors’ “deep-level”
learning on the job. This may help prevent that serving on a too high number of MTMs may prevent
auditors to fully integrate their on-the-job experiences into their knowledge base. We acknowledge
that the busyness of auditors, especially in the busy season, may render it difficult for audit firms
to effectively reduce the number of engagements to a manageable level for each auditor (e.g.,
McNair 1991). However, even though audit managers and partners may themselves feel that they
are able to effectively balance serving on many MTMs, our additional analyses suggest that this
may be more problematic for field-level auditors. In view of the frequently reported perceptions of
too demanding tasks and too high work pressure (e.g., Buchleit et al. 2016; Persellin et al. 2019)

we create awareness that these situations may eventually endanger audit quality.

The first practical implication has to be seen in combination with a second implication that
we address below. Although we interpreted auditor resilience as a stable trait in our study, prior
research shows that personal resilience can, in part, be trained (see Robertson, Cooper, Sarkar, and
Curran 2015, for a systematic review). Accordingly, audit firms may benefit from investing in a
resilience training program. Offering such training programs may constitute an effective way to

help auditors thrive in serving on many engagement teams. Not only would this facilitate auditors’
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development and overall audit quality, but it would also provide a tangible solution in reducing the
shortage of auditors, as ‘cognitive overload’ among auditors is associated with lower job

satisfaction and auditors leaving the audit firm (cf. Buchleit et al. 2016; Persellin et al. 2019).

Finally, auditor learning seems to be an important element in reducing QTB. Accordingly,
we encourage audit firms to promote an environment focused on continuous learning involving
formal training sessions during the off-peak season, so that auditors continuously develop their
technical skills, receive coaching on time management, and learn how to deal with the social
demands ensuing from working in an MTM-setting. For field-level auditors and/or auditors with
low levels of resilience, the drawbacks of MTMs appear to outweigh the benefits. It seems
advisable to limit MTMs for these auditors and only gradually increase these auditors’ team
memberships over time. We recognize that this may not always be practically feasible. Audit firms
may specifically target auditors with focused HR interventions that reduce auditor overload and

improve their learning opportunities (see Hargrove, Becker, and Hargrove, 2015, for an overview).
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TABLES AND FIGURES

Table 1 — Definition of Variables
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Variables Description Source
MTM The number of engagements auditors served O’Leary et al. (2011)
on during a three-month time period.
MTM (log) The natural log of the MTM score (see above). O’Leary et al. (2011)
Female A dummy variable that equals 1 if the auditor is female, n/a
and 0 if the auditor is male.
Big-4 A dummy variable that equals 1 if the audit firm is a Big- n/a
4 audit firm, and 0 otherwise.
Field-level auditor A dummy variable that equals 1 if the auditor is a field- n/a
level auditor, and 0 otherwise.
Auditing experience  Auditor work experience in years. n/a
CPA A dummy variable that equals 1 if the auditor hasa CPA  n/a
designation, and 0 otherwise.
Alumni A dummy variable that equals 1 if the auditor is from the n/a
alumni sample, and 0 otherwise.
Resilience The average score of the resilience survey items. Items Leitner et al. (2014)
were scored on a seven-point scale, ranging from (1)
strongly disagree to (7) strongly agree.
Learning The average score of the learning survey items. Items Porath et al. (2012)
were scored on a seven-point scale, ranging from (1)
strongly disagree to (7) strongly agree.
QTB The average score of the QTB survey items. Items were Otley and Pierce (1995)
scored on a seven-point scale, ranging from (1) never to Herrbach (2001)

(7) very often.




Table 2 — Panel A: Descriptives

Mean SD  Median Min Max
1 MTM 943 10.02 6.00 0.00 80.00
2 MTM (log) 2.10 0.66 1.95 0.00 4.39
3 Female 0.26 0.44 0.00 0.00 1.00
4 Big-4 0.78 0.41 1.00 0.00 1.00
5 Field-level auditor 0.54 0.50 1.00 0.00 1.00
6 Auditing experience 9.43 8.80 7.08 0.00 49.41
7 CPA 0.55 0.50 1.00 0.00 1.00
8 Alumni 0.35 0.48 0.00 0.00 1.00
9 Resilience 4.80 1.00 5.00 1.00 7.00
10  Learning 5.63 0.90 5.75 2.25 7.00
11 QTB 2.60 0.80 2.63 1.00 5.00

Note. n = 202 auditors. Please see Table 1 for variable definitions.

Table 2 — Panel B: Descriptives of key variables split by auditor rank

Assistant (n=54)

Senior (n=54)

MTM
MTM (log)
Learning
Resilience
QTB

MTM
MTM (log)
Learning
Resilience
QTB

MTM
MTM (log)
Learning
Resilience
QTB

Mean SD Min Max Mean SD Min Max
6.48 425 2.00 25.00 7.07 5.18 1.00 25.00
1.90 0.45 1.10 3.26 1.94 0.52 0.69 3.26
5.92 0.71 4.25 7.00 5.65 1.06 2.25 7.00
4.55 0.98 1.75 6.00 4.71 1.09 1.00 6.50
2.74 0.77 1.13 5.00 2.56 0.78 1.13 4.13

Manager (n=37) Senior manager (n=26)

Mean SD Min Max Mean SD Min Max
9.89 13.02 1.00 80.00 9.73 7.93 0.00 40.00
2.09 0.69 0.69 4.39 2.14 0.75 0.00 3.71
5.28 095 2.25 6.75 543 0.85 3.50 7.00
4.82 093 2.75 7.00 4.80 0.98 2.75 6.75
2.88 0.83 1.00 4.50 2.48 0.79 1.38 4.88

Partner (n=31)

Mean SD Min Max

17.87 1544  2.00 80.00
2.68 0.74 1.10 4.39
5.67 0.71 3.75 7.00
5.35 0.82  3.00 6.25
2.17 0.69 1.13 4.38

Note. Please see Table 1 for variable definitions.
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Table 4 — Regression results for Auditor Learning and QTB

@ (2)
Variables Auditor QTB
Learning
-0.10 0.11
MIM (0.13) (0.10)
Resilience 0.07
(0.06)
MTM x Resilience 0.29%%*
(0.09)
Mediator
i ; -0.30**
Auditor learning ©0.07)
Control variables
Female 0.26 0.09
(0.16) (0.12)
Big4 0.39 0.10
(0.24) (0.16)
CPA 0.05 -0.18
(0.26) (0.20)
Field-level auditor 0.25 -0.06
(0.25) (0.16)
Audit experience 0.00 -0.02%*
(0.01) (0.01)
Alumni -0.08 0.22
(0.20) (0.15)
Constant 5.06%* 4.45%%*
(0.44) (0.45)
R2 0.13** 0.17**

Note. n = 202 auditors. Robust standard errors in parentheses.
+p <.10, * p<0.05, ** p<0.01
Please see Table 1 for variable definitions.
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Table 5 — Conditional indirect effects of MTM on QTB through auditor learning

Conditional indirect effect at auditor resilience = Mean £ 1 SD

Auditor Boot indirect Bootstrap Bootstrap 95% confidence
Resilience effect SE interval
lower bound upper bound
-1 SD (3.80) 0.12 0.06 0.02 0.24
Mean (4.80) 0.03 0.04 -0.05 0.11
+1 SD (5.80) -0.06 0.05 -0.17 0.03

Note. n = 202 auditors. Bootstrap sample size is 5.000.
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Table 6 — Regression results for Auditor Learning and QTB including auditor field-level

moderation
(€)) ?2)
Variables Auditor QTB
Learning
0.02 0.12
MM (0.12) (0.10)
Resilience 0.07
(0.06)
Field-level auditor 0.29
(0.25)
MTM x Resilience 0.30%*
(0.09)
MTM x Field-level auditor -0.377
(0.22)
Mediator
; ; -0.30**
Auditor learning 0.07)
Control variables
Female 0.25 0.09
(0.16) (0.12)
Big4 0417 0.11
(0.23) (0.16)
CPA 0.10 -0.14
(0.26) (0.17)
Audit experience 0.00 -0.02%*
(0.01) (0.01)
Alumni -0.03 0.22
(0.19) (0.15)
Constant 5.00%* 4.39%*
(0.42) (0.41)
R2 0.14%** 0.17**

Note. n =202 auditors. Robust standard errors in parentheses.
+p <.10, * p<0.05, ** p<0.01
Please see Table 1 for variable definitions.
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Table 7 — Conditional indirect effects of MTM on QTB through auditor learning

Conditional indirect effect at auditor resilience

Auditor Field-level Boot indirect Bootstrap Bootstrap 95% confidence
resilience auditor effect SE interval
lower bound upper bound

-1 SD (3.80) No 0.08 0.05 -0.02 0.19
-1 SD (3.80) Yes 0.19 0.09 0.04 0.38
Mean (4.80) No -0.01 0.04 -0.10 0.07
Mean (4.80) Yes 0.11 0.07 -0.03 0.25
+1 SD (5.80) No -0.09 0.06 -0.23 -0.01
+1 SD (5.80) Yes 0.02 0.07 -0.13 0.15

n = 202 auditors. Bootstrap sample size is 5.000.
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Figure 1 — Conceptual model
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Figure 2 — The relationship between MTM and Learning at different levels of Resilience
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Figure 3 — Region of significance MTM-learning relationship at different levels of resilience
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Figure 4 — Model specification and results path model
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Figure 5a — Region of significance MTM-learning relationship at different levels of
resilience for field-level auditors
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Figure Sb — Region of significance MTM-learning relationship at different levels of
resilience for management-level auditors
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APPENDIX

Table A1 — The relationship between MTM and Learning at different levels of Resilience

Resilience Learning Standard Error t-value Lower Bound Upper bound
1.00 -1.21 0.37 -3.27%* -1.94 -0.48
1.30 -1.12 0.35 -3.24%%* -1.80 -0.44
1.60 -1.03 0.32 -3.21%* -1.67 -0.40
1.90 -0.95 0.30 -3.18%* -1.53 -0.36
2.20 -0.86 0.27 -3.13%* -1.40 -0.32
2.50 -0.77 0.25 -3.06%* -1.27 -0.27
2.80 -0.68 0.23 -2.98** -1.14 -0.23
3.10 -0.60 0.21 -2.86%* -1.01 -0.18
3.40 -0.51 0.19 -2.70* -0.88 -0.14
3.70 -0.42 0.17 -2.48* -0.76 -0.09
4.00 -0.33 0.15 -2.18* -0.64 -0.03
4.16 -0.29 0.15 -1.97* -0.58 0.00
4.30 -0.25 0.14 -1.76 -0.52 0.03
4.60 -0.16 0.13 -1.23 -0.42 0.10
4.90 -0.07 0.12 -0.58 -0.32 0.17
5.20 0.02 0.13 0.12 -0.23 0.26
5.50 0.10 0.13 0.79 -0.15 0.36
5.80 0.19 0.14 1.36 -0.09 0.47
6.10 0.28 0.15 1.80 -0.03 0.58
6.24 0.32 0.16 1.97* 0.00 0.64
6.70 0.45 0.19 2.39% 0.08 0.82
7.00 0.54 0.21 2.58%* 0.13 0.95

Note: The relationship between MTM and Learning is negatively significant (p<0.05) when Resilience is 4.16 or lower
and positively significant when Resilience is 6.24 or higher (both highlighted in bold).
* p<0.05, ** p<0.01
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Table A2 — The relationship between MTM and Learning at different levels of Resilience for field-
level auditors

Resilience Learning Standard Error t-value Lower Bound Upper bound
1.00 -1.48 0.44 -3.32%* -2.35 -0.60
1.30 -1.39 0.42 -3.20%* -2.22 -0.56
1.60 -1.30 0.40 -3.25%%* -2.09 -0.51
1.90 -1.21 0.38 -3.20%* -1.96 -0.46
2.20 -1.12 0.36 -3.14%* -1.83 -0.42
2.50 -1.03 0.34 -3.07%* -1.70 -0.37
2.80 -0.94 0.32 -2.98%* -1.57 -0.32
3.10 -0.86 0.30 -2.87%* -1.45 -0.27
3.40 -0.77 0.28 -2.73%* -1.32 -0.21
3.70 -0.68 0.26 -2.56%* -1.20 -0.16
4.00 -0.59 0.25 -2.36%* -1.08 -0.10
4.30 -0.50 0.24 -2.12% -0.97 -0.03
4.46 -0.46 0.23 -1.97* -0.91 0.00
4.60 -0.41 0.23 -1.83 -0.86 0.03
4.90 -0.33 0.22 -1.49 -0.76 0.10
5.20 -0.24 0.21 -1.11 -0.66 0.18
5.50 -0.15 0.21 -0.71 -0.56 0.27
5.80 -0.06 0.21 -0.29 -0.47 0.36
6.10 0.03 0.21 0.14 -0.39 0.45
6.40 0.12 0.22 0.53 -0.32 0.55
6.70 0.21 0.23 0.90 -0.25 0.66
7.00 0.29 0.24 1.22 -0.18 0.77

Note: The relationship between MTM and Learning for field auditors is negatively significant (p<0.05) when Resilience
is 4.46 or lower (highlighted in bold).
* p<0.05, ** p<0.01
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Table A3 — The relationship between MTM and Learning at different levels of Resilience for
management-level auditors

Resilience Learning Standard Error t-value Lower Bound Upper bound
1.00 -1.10 0.35 -3.16%* -1.79 -0.41
1.30 -1.01 0.32 -3.12%* -1.65 -0.37
1.60 -0.92 0.30 -3.07%* -1.52 -0.33
1.90 -0.84 0.28 -3.01%* -1.38 -0.29
2.20 -0.75 0.26 -2.93%* -1.25 -0.24
2.50 -0.66 0.23 -2.83%* -1.12 -0.20
2.80 -0.57 0.21 -2.70%* -0.99 -0.15
3.10 -0.48 0.19 -2.52% -0.86 -0.11
3.40 -0.39 0.17 -2.29% -0.73 -0.05
3.70 -0.31 0.15 -1.97* -0.61 0.00
3.70 -0.30 0.15 -1.97 -0.61 0.00
4.00 -0.22 0.14 -1.55 -0.49 0.06
4.30 -0.13 0.13 -0.99 -0.38 0.13
4.60 -0.04 0.12 -0.32 -0.28 0.20
4.90 0.05 0.12 0.41 -0.19 0.29
5.20 0.14 0.12 1.11 -0.11 0.38
5.50 0.23 0.13 1.71 -0.03 0.49
5.66 0.27 0.14 1.97* 0.00 0.55
5.80 0.32 0.14 2.17% 0.03 0.60
6.10 0.40 0.16 2.51% 0.09 0.72
6.40 0.49 0.18 2.76%* 0.14 0.84
6.70 0.58 0.20 2.93%* 0.19 0.97
7.00 0.67 0.22 3.05%* 0.24 1.10

Note: The relationship between MTM and Learning for management-level auditors is negatively significant (p<0.05)
when Resilience is 3.70 or lower and positively significant when Resilience is 5.66 or higher (both highlighted in bold).
* p<0.05, ** p<0.01

54



