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A B S T R A C T

This study empirically examines whether an auditor's perceived ability to negotiate discretionary accounting
issues with clients (auditor negotiation self-efficacy) is related to auditor objectivity, and whether an auditor's
negotiation self-efficacy has a greater impact on her objectivity when the auditor's accuracy motive (professional
identity) is strong rather than weak. We tested the hypotheses using a cross-sectional survey design and obtained
146 responses from among 800 surveyed experienced Swedish auditors. The findings indicate that auditors with
higher negotiation self-efficacy were more likely to make decisions on a material and discretionary accounting
issue contrary to their clients' desires compared to auditors with lower self-efficacy. The relationship between
negotiation self-efficacy and auditor objectivity was not moderated by professional-identity strength. These
research findings suggest that recruiting and training auditors to increase their negotiation self-efficacy may be
an effective method to enhance auditor objectivity without the problems inherent in other methods, such as
auditor rotation. Our sample was obtained in Sweden, which allows long auditor tenures. We caution that,
although our analysis controlled for auditor tenure, the effect of auditor negotiation self-efficacy may not be
generalizable to countries that limit tenure through regulation.

1. Introduction

This study investigates whether auditor negotiation self-efficacy
predicts individual-level outcomes of auditors exercising discretionary
judgements in a domain-level negotiation self-efficacy concept (cf.
Miles & Maurer, 2012). Some researchers argue that financial state-
ments are the result of a negotiation between auditors and the client
firm's management (Antle & Nalebuff, 1991; DeAngelo, 1981; Wright &
Wright, 1997). Since auditors desire an accurate audit outcome, they
must be able to successfully negotiate with their clients to obtain their
desired financial position in a contested situation (McCracken, Salterio,
& Gibbins, 2008). Research suggests that, in an effort to manage the
audit's outcome, clients may seek to control the audit process from the
beginning (Hellman, 2011), and that this influence over the auditors is
higher for more experienced, as compared to less experienced, internal
managers (Sweeney & Pierce, 2011). Prior studies have investigated the
negotiation tactics used (Bame-Aldred & Kida, 2007; Gibbins,
McCracken, & Salterio, 2010; Svanberg, Öhman, & Neidermeyer, 2018),
and the factors determining the outcome of the negotiations (Perreault,
Kida, & Piercey, 2017).

Given that the joint product of the auditor-client negotiation is the
external audit and that the accompanying financial statements require

consensus decisions, it is important for each party to be able to convince
the other of the truth and fairness of its own preferred resolution of a
discretionary accounting issue. The auditor's ability to remain faithful
to a view informed by the auditor's objective judgment may depend on
the perceived ability of the auditor to justify that view, despite
knowledge that the client may have convincing arguments for the op-
posite position. If the auditor does not believe the argument can be
won, auditor objectivity is threatened, since the auditor may be more
likely to accept the client's point of view. Convincing the client might
seem difficult at times, especially bearing in mind that the client's ac-
counting experts will argue against the adjustment (Beattie, Fearnley, &
Brandt, 2001; Gibbins et al., 2010). This paper argues that an auditor's
individual confidence in the auditor's ability to successfully contend
with clients about discretionary accounting issues impacts the extent to
which the auditor may form an objective opinion outside the client's
sphere of influence.

We conceptualize this aspect of the auditor's self-confidence using
the concept of “auditor negotiation self-efficacy”, which is the auditor's
perceived ability to successfully negotiate material accounting issues
with clients, and examine the extent to which an auditor's perceived
ability to successfully negotiate material accounting issues with clients
increases the auditor's objectivity in assessing discretionary accounting
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issues. Auditor negotiation self-efficacy may serve as a barrier to ob-
jectivity threats such as financial incentives (e.g., Kadous, Kennedy, &
Peecher, 2003) and non-financial incentives like auditor-client identi-
fication (e.g., Bamber & Iyer, 2007) and client leadership (Svanberg,
Öhman, & Neidermeyer, 2017). This mitigation would occur in situa-
tions in which the auditor has a directional motive (e.g., financial gain)
as opposed to the accuracy motive associated with the auditor's pro-
fessional identity (cf. Bauer, 2014; Cianci & Bierstaker, 2009). Given
that high negotiation self-efficacy could encourage auditors to adopt
assessments in accordance with the accuracy goal, the present study
also examines whether auditors' accuracy motive moderates the impact
of auditors' negotiation self-efficacy on auditor objectivity. We antici-
pate that auditor objectivity does not depend on auditors' negotiation
self-efficacy when the accuracy motive is very strong because a strong
and salient professional identity is effective protection against lenient
auditing (Bauer, 2014), but we anticipate a positive relationship be-
tween auditors' negotiation self-efficacy and auditor objectivity for
weak and moderate accuracy motives. While prior studies of auditor
objectivity have focused largely on the idea that the auditors' judgment
is biased as a result of incentives, our analysis investigates the phase
that transforms auditor motivation into action. This approach resembles
the one described by Wright and Wright (1997) in trying to understand
objectivity. They discuss the difference between detecting a misstate-
ment and reporting it, and note that prior studies had addressed the
ability to detect misstatements (judgment bias) but not the propensity
to report it (potentially depending on relevant self-efficacy).

Our hypotheses are developed from the literature demonstrating
how self-efficacy impacts behaviour. This literature defines self-efficacy
as “a belief in one's capabilities to organize and execute the courses of
action required to produce given attainments” (Bandura, 1997, p. 3),
and finds that individuals are unlikely to act or persevere if they do not
believe that their actions will have the desired outcomes (Chen & Bliese,
2002; Stajkovic & Luthans, 1998). The more successful that individuals
believe they can be, the more ambitious are their goals with regard to a
given activity (Locke, Frederick, Lee, & Bobko, 1984; Merchant, 2006).
Self-efficacy thus helps determine the goals that an individual will
pursue and the amount of goal attainment expected (Locke & Latham,
1990); it serves above all as a catalyst for the conversion of motivation
to action, with familiar actions being more likely, ceteris paribus. The
impact of self-efficacy on decisions and behaviour has been consistently
evidenced in many areas (Bandura, 1977; Bouffard-Bouchard, 1990;
Chen & Tutwiler, 2017; Phillips & Gully, 1997; Stajkovic & Luthans,
1998), including accounting education (Ahmad, Ismail, &
Anantharaman, 2015; Schleifer & Dull, 2009) and auditing (Iskandar,
Sari, Mohd-Sanusi, & Anugerah, 2012). However, the concept has not
been used in research on auditor objectivity. Given that decisions mo-
tivated by a desire for accuracy would require that auditors have con-
fidence in their ability to defend their opinions against possible client
objections, the context of an auditor's decision-making environment
may be viewed as a negotiation (McCracken et al., 2008), with the
auditor anticipating a need to defend her position. Accordingly, nego-
tiation self-efficacy would be a relevant concept in the audit context.
The negotiation literature provides a foundation for exploring the likely
impact of negotiation self-efficacy on decision objectivity, i.e., how self-
efficacy affects both the negotiator's approach and the negotiation
outcome (cf. Sullivan, O'Connor, & Burris, 2006).

We test the developed hypotheses using a cross-sectional design
employing a survey asking auditors first to assess their individual au-
ditor negotiation self-efficacy and subsequently to make a decision
about a case describing a material accounting issue involving their
largest client. Auditor objectivity is measured as the extent to which the
auditor's decision about the case expresses a concession to the client's
desired accounting treatment. We then study the association between
perceived auditor negotiation self-efficacy and auditors' concessions to
client requirements, while controlling for several variables known from
previous studies to affect auditor objectivity.

Our results find a positive relationship between auditor negotiation
self-efficacy and objectivity, which is important for two reasons. First,
the examination extends the accounting literature by establishing a link
between motivation and assessment. Previous research on auditor ob-
jectivity has focused on the existence of motives while not addressing
other factors that could link motivation to action. In particular, research
using archival data to investigate the impact of financial incentives on
auditor objectivity (e.g., Dart, 2011; Hackenbrack & Nelson, 1996)
neglects self-efficacy in the transformation of motivation into action.

Second, our main finding, that auditors with high negotiation self-
efficacy are more objective than are their peers, adds to the research
describing methods to enhance auditor objectivity. In comparison with
traditional methods of enhancing objectivity, the strengthening of ne-
gotiation self-efficacy would offer two benefits. One is that the impact
of negotiation self-efficacy does not require auditors to be aware of how
threats to objectivity affect their assessments of accounting issues.
Methods that do require auditors to be aware of such threats and to take
appropriate action in response may be inadequate because objectivity
threats subconsciously bias auditor cognition (Cianci & Bierstaker,
2009; Svanberg & Öhman, 2015), rendering traditional methods of
decreasing these threats (e.g., auditor rotation or stepping down from
an audit assignment) potentially ineffective. A second is that ensuring
high negotiation self-efficacy can counteract short-tenure objectivity
threats, which is impossible with auditor rotation. This is important
given the many threats that arise quickly, potentially after only a few
interactions (Bauer, 2014). Audit firms can use reinforcement of auditor
negotiation self-efficacy to counter short-tenure threats since self-effi-
cacy can be enhanced by methods under their control (cf. Bandura,
1997), e.g., by appropriate recruitment and/or training (Miles &
Maurer, 2012; Sullivan et al., 2006), or through role modelling of the
leadership in the organization in which the person works (Conger &
Kanungo, 1987; Shamir, House, & Arthur, 1993; Van Knippenberg
et al., 2004).

2. Theory and hypothesis development

2.1. Threats to auditor objectivity

Research on auditor objectivity seldom discusses the psychological
processes through which an auditor's judgment is biased by perceived
directional motives. According to our review of the literature, there are
only a few attempts to discuss the psychological processes, and these
are based on motivated reasoning theory (Kunda, 1990). The ac-
counting literature has examined two types of threats to auditor ob-
jectivity: the extent to which financial factors (e.g., Hollingsworth & Li,
2012; Kadous et al., 2003) and non-financial or social factors (Bamber
& Iyer, 2007; Stefaniak, Houston, & Cornell, 2012; Bauer, 2014;
Svanberg & Öhman, 2015; Svanberg and Öhman, 2016; Svanberg et al.,
2017; Svanberg et al., 2018) are associated with constrained auditor
objectivity. Unfortunately, the research about financial factors neglects
any explicit discussion of the mental processes through which expected
financial gains can constrain auditor objectivity. The research on social
threats to auditor objectivity discusses explanations of the impact of
social forces on auditor objectivity, based largely on motivated rea-
soning theory, social identity theory, and leadership theory. These
studies generally use only the most common control variables, e.g.,
auditor experience and tenure; self-efficacy for converting motivation
to behavior is conspicuously absent. We summarize some of the prior
research on auditor objectivity below.

The most frequent approach to auditor objectivity is to investigate
the impact of financial incentives. The literature discussing the factors
affecting auditor motives assumes that financial incentives motivate
auditors' work. For example, in a study of auditors' abilities to adjust
their auditing efforts and billing to client earnings-manipulation and
corporate governance risk, Bedard and Johnstone (2004) note that
auditors should have a motive to account for these risks because they
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would want to reduce the chances of litigation or of reputation decline.
Hillison and Peecher (2017) takes an alternate tack finding that the
financial incentives of a commercial orientation is salient for more se-
nior auditors in which the auditor is concerned with keeping the client's
business rather than a stakeholder interest.

One area of study is the effect of Non-Audit Services (NAS) fees on
auditor objectivity, given the relatively larger magnitude of NAS fees
compared to those of the audit fee (Weil & Tannenbaum, 2001). This
research questions the objectivity of the audit firm and auditors deli-
vering the NAS, given their actual or perceived dependence on the fees
provided by the NAS client firm. Despite the fact that most studies in-
dicate that NAS does not impact objectivity (e.g., Ashbaugh, 2004;
Callaghan, Parkhash, & Singhai, 2009; Craswell, Stokes, Donald, &
Laughton, 2002; DeFond, Raghunandan, & Subramanyam, 2002; Geiger
& Rama, 2003; Simunic, 1984;), NAS is regarded as a threat to auditor
objectivity. Some studies indicate a negative effect of NAS on ac-
counting quality (Frankel, Johnson, & Nelson, 2002; Srinidhi & Gul,
2007) and auditors' perceived objectivity (Brandon, Crabtree, & Mayer,
2004; Dykxhoorn & Sinning, 1982; Francis & Ke, 2006; Frankel et al.,
2002; Krishnan, Samie & Zhang, 2005; Lavin, 1977; Shockley, 1981).
Other studies suggest that client importance, measured as the combi-
nation of NAS and audit fees, may compromise auditor objectivity
(Francis, 2006; Gul, 1991). The opposite argument is offered by Keune
and Johnstone (2012), who find a positive association between audit
quality, measured as auditors not allowing managers to waive material
misstatements, and audit fees. Auditors protect their reputations when
the downside risks are high (Larcker & Richardson, 2004; Reynolds &
Francis, 2000), and may curtail aggressive client managers more often
when audit fees are high (Nelson, Elliott, Tarpley, & Gibbins, 2002;
Sanchez, Agoglia, & Hatfield, 2007; Trotman, Wright, & Wright, 2005).
The common denominator of all financial threats to auditor objectivity
is the anticipated financial gain the auditor discounts by serving a
client.

Social threats to auditor objectivity are caused by the auditor-client
social relationships. The idea is that auditors might develop too close
relationships with clients over time, with auditor or audit-firm tenure a
possible risk factor. Whether long tenure improves audit quality or
impairs auditor objectivity is debated. Some findings suggest that long
tenure is a problem (Carey & Simnett, 2006; Deis & Giroux, 1992),
while other findings question objectivity impairment (Geiger &
Raghunandan, 2002; Knechel & Vanstraelen, 2007). The first study of a
psychological mechanism as a cause of the relationship problem was
conducted by Bamber and Iyer (2007). They found that auditors iden-
tify with their largest clients and that client-identification constrains
auditor objectivity. This effect was later confirmed by several studies
(Bauer, 2014; Stefaniak et al., 2012; Svanberg & Öhman, 2015). The
effect is explained with social identity theory predicting that client-
identified auditors tend to merge psychologically with their clients,
taking their clients' interests to heart, so that the auditors become more

intrinsically motivated to act in the clients' interests. Regarding tenure,
identifying with clients does not require very large clients (Svanberg &
Öhman, 2015) and may occur after only a few client interactions,
constituting a short-tenure threat (Bauer, 2014).

A recently discovered social threat is the exercise of client leader-
ship. Svanberg and Öhman (2016) examined whether auditor objec-
tivity is constrained by the leadership exercised by charismatic client
chief financial officers (CFO) and found a negative impact of charis-
matic client leadership on auditor objectivity. In a second study,
Svanberg et al. (2017) found a negative impact on auditor objectivity of
transformational client leadership, which is the most frequently
adopted leadership construct in the leadership literature.

A third potential category of objectivity research is the study of
auditing as a negotiation; but such studies have predominantly focused
on the auditor's ability to convince the client and not the other way
around, e.g. on how the auditor's choice of negotiation approach trig-
gers cooperation or resistance of the client (cf. Perreault & Kida, 2011;
Perreault, Kida, & David Piercey, 2017), although Gibbins et al. (2010)
noted that an auditor's preference for integrative tactics in itself is an
objectivity problem. Thus, the negotiation concept has not been used in
relation to auditor objectivity.

In the present study, we view auditor objectivity research as fo-
cusing on the two types of incentives that threaten the auditor's ob-
jective judgment. Prior research incorporates a number of contextual
variables, such as auditor experience, in addition to tenure and the two
main types of threats to objectivity listed above. Auditor experience
increases auditor objectivity (Kaplan, O'Donnell, & Arel, 2008) because
experienced professionals develop effective mental models for inter-
preting evidence during evaluative judgment tasks (Libby & Luft, 1993;
Patel & Groen, 1986). Fig. 1 summarizes this discussion omitting the
contextual factors.

2.2. Objectivity bias and the motivation-self-efficacy-performance chain

When an auditor wants to move towards a specified conclusion,
motivated-reasoning theory states that the outcome will be achieved
when it can be justified to a dispassionate observer. Self-efficacy could
therefore have an effect on auditor objectivity when it affects the
likelihood of desiring one outcome over another. We now discuss this
possibility.

Directional motivation constrains objective judgment because it
triggers an individual's personal memory-search and belief construc-
tion. People with directional motivation (i.e., the desire to arrive at a
certain outcome) may assess mixed evidence by favouring beliefs con-
sistent with their desired outcome and discounting the inconsistent
beliefs. This type of information processing may be caused simply by
posing directional questions inducing these people to use a positive test
strategy (Klayman & Ha, 1989), or by a combination of cognitive pro-
cesses involving memory-search bias and biased-belief construction.

Fig. 1. Objectivity threats and auditors' negotiation self-efficacy.
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There is equivocal evidence that directional motivation constrains
judgment such as auditor objectivity (Kunda, 1990).

In the absence of strong directional motives, auditors will select the
feasible objective path, possibly electing to move towards a specific
conclusion in an audit for intrinsic or extrinsic reasons. Financial in-
centives provide extrinsic motivation, while non-financial incentives
provide intrinsic motivation. Auditors may experience conflicting de-
sired outcomes, and a directional motive may be opposed by the ac-
curacy motive associated with professional identity (Suddaby, Gendron,
& Lam, 2009). Competing demands are the normal state for most people
in many situations (Cerasoli, Nicklin, & Ford, 2014). With conflicting
motives pulling the auditor in potentially opposite directions, the out-
come will depend on the relative strengths of the auditor's motivations
to satisfy client demands as compared to those of ensuring accuracy in
the auditor's professional obligations. In making this decision, auditors
will likely act in the way they feel most confident, as most individuals
do (cf. Bandura, 1997). When motivations are the same, the path with
high self-efficacy will prevail. This dynamic is crucial to how effectively
extrinsic and intrinsic motivations affect people's choices of action. For
an auditor, high negotiation self-efficacy would make the accuracy
motive a more likely driver of audit judgment even in cases in which
financial incentives were strong or there was a strong identification
with the client. The effect on auditor objectivity of priming an auditor's
professional identity found by Bauer (2014) supports these arguments.

2.3. Auditor negotiation self-efficacy

Self-efficacy is a person's own estimate of how well he or she can
execute courses of action required to deal with prospective situations. It
addresses the relationship between personal ability and behaviour, and
refers to beliefs about whether particular behaviours affect outcomes
(Bandura, 1982, 1997). Self-efficacy is generally defined with a specific
task in mind, but it can also refer to a wide range of achievement si-
tuations (Chen, Gully, & Eden, 2001). The wider-ranging, general
concept has been demonstrated to have weak predictive value (Lee and
Bobko, 1994), while the specific self-efficacy concept has better pre-
dictive value for most types of activities, as long as they are not com-
plex. Given that an individual is more inclined to pursue activities
whose outcome will lead to success, the specific self-efficacy beliefs will
determine the activities pursued and the subsequent level of personal
performance.

Decades of research into self-efficacy indicate its reliability as a
predictor of a range of behaviours, with better performance occurring
in people with higher self-efficacy (Stajkovic & Luthans, 1998). People
with confidence in their capacity to carry out a specific task anticipate
successful performance, focus on how to succeed, and persist in the face
of difficulty (Bandura & Cervone, 1983), while those with low self-ef-
ficacy for a task anticipate failure, focus on problems, and react to
challenges by reducing their efforts or giving up completely. This di-
versity is a key to our study (cf. Bandura, 1997), and one possible
consequence is that auditors with higher negotiation self-efficacy would
tend to make less-lenient discretionary decisions about material ac-
counting issues than would their peers with lower negotiation self-ef-
ficacy. Being able to defend an assessment is important, because
otherwise if/when the client protests, the ensuing argument would be
lost. Auditors' perceptions of their ability to defend their decisions in
discussions with clients therefore are crucial to their propensities to
make decisions.

The importance of self-efficacy has been reported in many areas of
behaviour, and there is evidence it has a positive effect on job perfor-
mance and other desired outcomes. For example, teachers with high
self-efficacy work harder, are more involved in informal learning ac-
tivities, are more persistent and less stressed than their peers (Lohman,
2006), and perform better in the classroom (Tschannen-Moran,
Woolfolk-Hoy, & Hoy, 1998). As a result, these teachers elicit higher
student motivation (Midgley, Feldlaufer, & Eccles, 1989) and

achievement (Caprara, Barbaranelli, Steca, & Malone, 2006) as a result
of their higher teaching self-efficacy. In the audit context, Iskandar,
Nelly-Sari, Mohd-Sanusi, and Anugerah (2012) reported that auditors
with higher general self-efficacy invest more effort in audit tasks.

Previous studies of the impact of self-efficacy on negotiation have
produced somewhat mixed results. Several studies have found positive
support for the effect of self-efficacy on negotiation outcomes (Brett,
Pinkley, & Jackofsky, 1996; Gist, Stevens, & Bavetta, 1991; Miles &
Maurer, 2012; Stevens & Gist, 1997), while Sullivan et al. (2006) found
no support for this effect. This discrepancy may be due to the levels of
generality at which self-efficacy is adopted. As mentioned, self-efficacy
generally is a spectrum ranging from very specific “task” requirements,
through requirements within a specific “domain”, to requirements
mandatory for “general” interaction. Although a specific self-efficacy
concept is preferable (Lee & Bobco, 1994), Miles and Maurer (2012)
claimed that negotiation self-efficacy predicts better negotiation out-
comes only when it is a domain-level construct (located in the area of
negotiation), but not when it is defined as a task-specific construct
(related to a specific negotiated requirement being acted upon). Ne-
gotiators may not have a clear view of their ability to negotiate under
particular circumstances in a task-specific situation, but they have a
better chance of having a clear view of their ability to negotiate in a
domain-level context. Task-specific negotiations require that the ne-
gotiator not only know about the unique task at hand but also know
about the counterparty in the negotiation. Therefore, predicting task-
specific performance in negotiations is more difficult than is predicting
performance in less-complex, less-ambiguous tasks (Miles & Maurer,
2012). These circumstances, and the mixed results of studies of nego-
tiation self-efficacy, suggest that domain-level negotiation self-efficacy
is the most suitable level of generality at which to assess negotiation
self-efficacy.

In the negotiation-tactics literature there is evidence that the ne-
gotiator's choice of negotiation tactic depends on the negotiator's self-
efficacy for various tactics (Sullivan et al., 2006), suggesting that re-
levant self-efficacy beliefs predispose the negotiator to embark on a
particular type of negotiation. This indicates that self-efficacy for ne-
gotiation affects the likelihood of choosing to negotiate at all, sug-
gesting that insufficient self-efficacy may make an auditor avoid ne-
gotiations. Consequently, auditors with low negotiation self-efficacy
may avoid decisions that they find difficult to defend. This avoidance is
supported by reports in the ethical-behaviour literature that self-effi-
cacy affects ethical behaviour (Youssef & Luthans, 2005). People with
efficacious beliefs regarding their ability to behave ethically are more
likely to do so despite facing harsh reactions from other organization
members (Miceli & Near, 1992).

Relevant self-efficacy beliefs make a person likely to pursue courses
of action that are uncertain or require persistence. Auditors have to deal
with many such situations because they must balance the motivation to
maintain good relationships with clients against making objective de-
cisions about client accounting (Carrington, Johansson, Johed, &
Öhman, 2013; Mayhew, Schatzberg, & Sevcik, 2001; Suddaby et al.,
2009). This means that auditors must address their clients in a way that
enables auditors to avoid both damaging the client relationship and the
potential risk of litigation. If the auditor has high (domain-level) ne-
gotiation self-efficacy, we anticipate that the auditor is less likely to
acquiesce to the client-preferred accounting position than if the auditor
has low (domain-level) negotiation self-efficacy. We formulate this as
the following hypothesis:

H1. High auditor domain-level negotiation self-efficacy increases
auditor objectivity.

Our argument about negotiation self-efficacy assumes that self-ef-
ficacy acts as a moderator of the relationship between motivation and
action. In particular, we anticipate that the relationship between the
auditor's accuracy motive (cf. Cianci & Bierstaker, 2009) and objective
assessments is moderated by negotiation self-efficacy. However, in our
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study we are primarily interested in whether and how auditor nego-
tiation self-efficacy impacts auditor objectivity, and we therefore ex-
amine whether the magnitude of an auditor's accuracy motive moder-
ates the impact of negotiation self-efficacy on her objectivity.

The definition and psychological function of self-efficacy as a
transformer of motivation to action suggests that the effect of self-ef-
ficacy may vary with the amount of motivation to act. It is apparent that
the effect of self-efficacy must depend on whether there is a motivation
to act at all (Hwang, Han, & Chiu, 2015), because if a person has no
motivation to act, the belief in her ability to act and succeed should not
affect the likelihood of engaging in the act, but if a person has at least
some motivation to engage in an act, believing in her ability to do so
and succeed should impact the likelihood of acting. Previous research
suggests a positive relationship between perceived job autonomy and
self-efficacy (Jungert, Hourfort, & Schattke, 2013; Wang & Netemeyer,
2002). This is reasonable because the more autonomy a person has, the
more discretionary become the decisions that constitute or lead up to
behaviour. Self-governed, discretionary decisions should hinge more on
the decision-makers perceived ability than on extrinsically motivated,
less discretionary decisions.

Thus, moving from a very low-level accuracy motive to an inter-
mediate level should set the potential of the impact of negotiation self-
efficacy in motion. Furthermore, accuracy motivation is associated with
the professional identity so it is experienced as a moral obligation to-
wards the profession and towards society. Prior evidence demonstrates
that professional identification is a strong motivation for auditors if
professional identification is strong and if the professional identity is
salient (Bauer, 2014). Auditors with a strong professional identity made
salient are unlikely to be lenient towards their clients because they feel
not only a strong motivation, but also a strong moral obligation to
conduct the audit in accordance with objective standards. Even with a
weak auditor negotiation self-efficacy, they are unlikely to abandon
their assessment and accept a client demand. But auditors who identify
on a moderate level with their profession might be more dependent on
their auditor negotiation self-efficacy than the high and the very low
identifiers, because the moderate identifiers have sufficient identifica-
tion to perceive a considerable, but not unlimited, obligation towards
their profession. Self-efficacy beliefs should come into play mostly for
auditors with a moderate to low accuracy motivation, but not at all for
auditors with a very low accuracy motivation.

We do not measure the accuracy motive directly, but we do measure
the strength of the auditors' professional identity. This identity is an
important motive for accuracy on the part of an auditor, particularly
when it is made salient (Bamber & Iyer, 2007; Bauer, 2014; LeBoeuf,
Shafir, & Bayuk, 2010). We therefore anticipate that auditors with weak
to moderate professional identities exhibit a stronger impact of auditor
negotiation self-efficacy on auditor objectivity than do auditors with
strong professional identities. We accordingly formulate this additional
hypothesis as follows:

H2. The relationship between negotiation self-efficacy and auditor
objectivity is moderated by professional-identity strength.

3. Method

3.1. Sample and data collection

Using a register from Revisorsinspektionen (the Swedish
Supervisory Board of Public Accountants), we selected a random
sample of 800 experienced auditors in Sweden and e-mailed them a link
to a survey. This approach ensured the anonymity1 of the respondents,

as the survey software did not record their email addresses or names.
We obtained 146 responses, representing an 18.3% response rate,
achieved after reminding the respondents four times over three weeks
in late 2014.

To ensure against non-response bias in the sample, we employed a
method described by Armstrong and Overton (1977) in which late re-
spondents' answers are used as a proxy for non-respondents' answers.
We treated any difference between late and early respondents as a
measure of non-response bias. Analysing the results using ANOVA, we
found no significant differences between the late and early respondents,
helping alleviate the concern about non-response bias.

3.2. Research design and measures

To collect data for the study,2 we asked the respondents to assess his
or her domain-level auditor negotiation self-efficacy (cf. Youssef &
Luthans, 2005) and to make a decision about a hypothetical case de-
scribing a situation in which the largest client has material unrecorded
liabilities. The negotiation involves whether the auditor will pursue his
or her position, and enforce the booking of the liability, or instead
accept the client's demand, subordinating his or her audit judgment to
that of the client management. The extent to which the auditor's deci-
sion about the case expresses a concession to the client's desired ac-
counting treatment measures the auditor's objectivity. We then in-
vestigated the association between the auditor's perceived domain-level
negotiation self-efficacy and the auditor's concession to client require-
ments. To ensure that we examined the impact of auditor negotiation
self-efficacy in an audit context (i.e., the hypothetical case) that in-
volves a discretionary decision and a conflict of opinion between au-
ditor and client, we used measurement instruments and a case that had
been tested in previous studies. We also controlled for several pre-
viously identified phenomena that may affect auditor objectivity. All
measures and items used in the study are presented in the Appendix.

Domain-level auditor negotiation self-efficacy was measured using a
rephrased version of the eight-item negotiation self-efficacy measure
developed by Sullivan et al. (2006), modified for the domain level by
Miles and Maurer (2012) by asking the questions without referring to a
particular case, as a measure of an auditor's perceived ability to ne-
gotiate his or her standpoint versus the client's. We adjusted the items
to fit the audit context. The items contained ten-point Likert scales
anchored at “do not agree at all” (1) and “totally agree” (10). Miles and
Maurer (2012) used only the four distributive negotiations of the eight
total negotiation items described by Sullivan et al. (2006). We used
both the distributive and integrative negotiation items from Sullivan
et al. (2006). While Sullivan et al. (2006) claim the two types of ne-
gotiation tactics represent two factors, Lax and Sebenius (2011) argue
that distributive and integrative negotiation are intertwined to such an
extent that they cannot be separated. Miles and LaSalle (2008) support
the latter interpretation and are unable to explicate two factors. Due to
the weak theoretical basis for distinguishing factors, we considered the
negotiation self-efficacy items as describing a phenomenon that might
consist of one, two, or even several as yet unknown factors. Due to the
weak theoretical foundation and this uncertainty, we analysed the au-
ditor negotiation self-efficacy instrument using principal component
analysis and found that auditor negotiation self-efficacy items grouped
as a one-dimensional construct. The internal reliability (Cronbach's
alpha) of the construct was 0.872, indicating satisfactory internal re-
liability of the scale viewed as a one-dimensional construct.

The questionnaire contained a short case adapted from earlier re-
search into auditor behaviour in an audit conflict situation (Bamber &

1 Convincing respondents that their responses were absolutely anonymous
was a key issue because of the risk of social desirability bias that plagues be-
havioural ethics research (Randall & Fernandes, 1991) and because of the risk

(footnote continued)
of obtaining low response rates, which is also a problem in survey research.
2 The survey was approved by the University and was pilot tested and revised

before distribution.
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Iyer, 2007). Several studies have successfully used this recall method to
elicit responses from auditors (e.g., Gibbins, McCracken, & Salterio,
2005; Gibbins & Newton, 1994; Svanberg & Öhman, 2015). Re-
spondents were asked to assume that the case involved their largest
client, and the case describes a situation in which the auditor's view is
that unrecorded liabilities are material but the client's management
strongly disagrees. The respondents were asked about the likelihood
that they would accept the client-preferred treatment and not require
that the liabilities be recorded in the financial statements, which they
indicated on a reverse-scored probability scale running from “very high
likelihood” (1) to “very low likelihood” (10), with a lower score re-
presenting a higher likelihood that the auditor will give in to the client's
requirements.

Because we examined the impact of domain-level auditor negotia-
tion self-efficacy in an environment in which auditors might identify
with their clients and/or the audit profession, the survey measured
client identification, professional identification, and the impact of these
on auditor objectivity. We adopted the measure of client identification
and professional identification from the Organizational Identification
Scale (Mael & Ashforth, 1992; Wan-Huggins, Riordan, & Griffeth,
1998), but used a rephrased version developed by Bamber and Iyer
(2007) that has a client orientation and an audit orientation, respec-
tively. The items contained ten-point Likert scales ranging from “do not
agree at all” (1) to “totally agree” (10). Using principal component
analysis, we ensured that the client-identification items loaded on one
component. The internal reliability (Cronbach's alpha) of the client-
identification scale was found to be 0.77, indicating that the client-
identification items represented a one-dimensional scale with satisfac-
tory internal reliability. The corresponding value for the professional-
identification scale was 0.78.

The client-importance item, previously used by Bamber and Iyer
(2007), was measured using a four-point Likert scale ranging from “not
at all important” (1) to “very important” (4). Given that auditors may
be affected by financial dependence, we also included such a possibility
in our model testing the impact of auditor negotiation self-efficacy. The
auditor's financial dependence was measured using the proxy “client
size” in terms of the annual turnover (SEK million) of each auditor's
largest client. Auditor experience in years and auditor tenure in years
were measured using one item each, and we measured the type of audit
firm by asking whether or not the auditors were employed in a Big-4
firm.

4. Analysis and results

4.1. Descriptive statistics

Demographic information about the respondents is summarized in
Table 1. The respondents, most of whom are male, are equally dis-
tributed between Big 4 and other audit firms. On average, the re-
spondents are 47.3 years old and have been auditors for approximately
20 years. Their long experience indicates that the sampled auditors are
in positions in which contact with client management and decisions on
important auditing issues should be relevant. The average length of
time that they have audited their largest client is eight years. Our
sample of auditors is from Sweden, which does not regulate auditor
tenure or audit-firm tenure in the same way as many other countries;
therefore our sample tenure is longer than it would be in countries that
regulate tenure more rigorously.

Table 1 shows that the auditor negotiation self-efficacy score
averages 6.33, indicating that auditors perceive themselves as relatively
skilled at negotiating material accounting issues with client manage-
ment. The auditors' client-acquiescence score refers to the likelihood
that auditors would accept the client-preferred treatment and not re-
quire that material liabilities be recorded in the financial statements. As
this item is coded and reported in Table 1, the score corresponds to
auditor objectivity. A high score indicates a high probability of not

accepting the client management's preferred accounting position, which
means a low degree of leniency towards client management, indicating
an objective standpoint. The average score of 8.22 indicates that the
sampled auditors would frequently require that the liability be re-
corded. Moreover, the average client identification is 3.68 and the
average professional identification is 6.22. Our values are well in line
with those of previous studies (e.g., Bamber & Iyer, 2007; Svanberg &
Öhman, 2015), so the sampled auditors identify with their clients and
with their profession at expected levels.

4.2. Hypothesis test results

Table 2 presents Spearman's rank correlation coefficients for the
variables. The Spearman's test is a non-parametric technique adopted
because the auditors' client-acquiescence score distribution is skewed.
The correlations reveal potentially meaningful relationships between
several variables. There is a significant negative correlation between
self-efficacy and auditors' client acquiescence (p < 0.01), indicating
preliminary support for H1. There is a positive correlation between
client identification and auditors' client acquiescence (p < 0.01),
confirming previous findings (Bamber & Iyer, 2007; Stefaniak et al.,
2012; Svanberg & Öhman, 2015). Interestingly, the univariate analysis
seems to indicate that there is no relationship between client identifi-
cation and either of the variables auditor tenure and client size, con-
trary to social-identity theory predictions (Bamber & Iyer, 2007). The
dichotomous variable Big 4 is correlated with several variables, in-
dicating that Big-4 auditors identify more strongly with clients
(p < 0.01) and have a stronger professional identity than do other
auditors (p < 0.01). As expected, Big-4 auditors deal with larger cli-
ents (p < 0.01).

Age and experience are highly correlated, conveying very similar
information. For this reason, only auditor experience is presented in
Table 3, with age excluded due to multicollinearity. Similarly, gender
was not a significant variable and was thus dropped from the model.

Table 3 presents data from the multiple regressions. Conditions for
the suitability of linear regression for the present data were examined
including linearity, independent residuals, collinearity, skewness, kur-
tosis, and normal distribution of residuals. Collinearity statistics were
generated to verify whether the relatively high pairwise correlations
between the variables client identification, professional identification,
auditor tenure, and the variables auditor experience, Big 4, and client
size indicate multicollinearity in the regression model. Regarding col-
linearity statistics, the tolerance values were all below 1 and the var-
iance inflation factor (VIF) values were all between 1.0 and 1.8, sug-
gesting no multicollinearity. We ensured that the residuals were
normally distributed by using the Shapiro–Wilk test and by visually
examining the diagrams, all of which displayed approximately normal
distribution.

H1 was tested using a linear regression model, called model 1 in
Table 3, which is significant (p < 0.001). The dependent variable is
auditors' client acquiescence, and we are primarily interested in the
relationship between auditor negotiation self-efficacy and auditor client
acquiescence. The coefficient for auditor negotiation self-efficacy is
significant in the model (p < 0.01) and the size of the coefficient,
0.412, suggests a substantial impact of auditor negotiation self-efficacy
on auditor objectivity, indicating distinct support for H1. Accordingly,
there is a significant relationship between auditors' domain-level ne-
gotiation self-efficacy and auditor objectivity, meaning that the higher
the perceived negotiation self-efficacy capacity, the higher the degree
of objectivity. The interaction between professional identity and au-
ditor negotiation self-efficacy is insignificant (p > 0.1), providing no
support for H2 that the effect of negotiation self-efficacy on auditors'
client acquiescence is stronger when the auditors' professional identity
is stronger.

Moreover, we find that client identification has a strong negative
and significant association (p < 0.001) with auditor objectivity, with a
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high regression coefficient (0.648). This empirical evidence confirms
previous findings of Bamber and Iyer (2007), Stefaniak et al. (2012),
and Svanberg and Öhman (2015) that client identification impairs ob-
jectivity. Contrary to our expectation, we do not find a relationship
between auditor professional identification and auditor objectivity
(p > 0.1). However, the lack of a relationship between these constructs
was earlier reported by Svanberg and Öhman (2015), while Bamber and
Iyer (2007) reported a weak such relationship.

We do not find a significant relationship between client size and
auditor objectivity at the 5% significance level, but the p-value provides
some indication at the 10% level that larger clients pose a greater threat
to objectivity than do smaller clients (p < 0.077). Moreover, we find
no significant difference between Big-4 auditors and other auditors
regarding their propensity to acquiesce to the client-preferred treat-
ment. Auditor experience and auditor tenure also appear to have no
impact on the likelihood of acquiescing to client preferences. The latter
results are somewhat at odds with previous findings, but the present
study is the first to analyse these variables included in the same model
as auditor negotiation self-efficacy and auditor-client identification.
The combination of these variables makes it less clear than it seemed in
previous research that auditor experience and auditor tenure have any
direct effect on auditor objectivity.

5. Discussion

The present study applied a domain-level negotiation self-efficacy
concept (cf. Miles & Maurer, 2012) to auditor-objectivity research in
order to assess the ability of auditor negotiation self-efficacy to predict
the individual-level outcomes of auditors' exercise of discretionary
judgment. Auditor negotiation self-efficacy is an auditor's perceived
ability to successfully negotiate a material and discretionary accounting
issue with his or her clients, and we anticipated that this perceived
ability would influence auditors' judgments because auditors feel they
must be able to justify their decisions to their clients. We used self-
efficacy as the starting point because there is reason to believe that
auditors' objectivity depends not only on their motivation, but also on
their self-efficacy beliefs about acting in accordance with those moti-
vations. In particular, we claim that self-efficacy beliefs are important
in translating accuracy motives into action, given the potential for
client opposition. The directional motives that constrain objectivity
encourage auditors to act in accordance with client desires and are not
associated with opposing clients who demand justification of auditor
judgment. This is an aspect of the motivation-self-efficacy-performance
chain that has been overlooked by the previous accounting literature.

We adopted motivated reasoning theory (e.g., Kunda, 1990) and
previous evidence from the self-efficacy literature (e.g., Miles & Maurer,
2012) to develop our hypotheses that there is a positive relationship
between domain-level auditor negotiation self-efficacy and auditor

Table 1
Descriptive statistics.

Variables Frequency Mean SD Median Min Max

Male 110
Female 36
Big 4 73
Non-Big 4 73
Age (years) 47.33 10.55 48 30 74
Experience (years) 20.34 8.95 20 5 41
Auditor tenure (years) 8.12 5.23 7 2 25
Client size, sales (SEK million) 3183.16 14,186.06 200 30 100,000
Client acquiescence (1−10)⁎ 8.22 1.83 9 2 10
Auditor negotiation self-efficacy (1–10) 6.33 1.33 7.13 2.38 10
Client identification (1–10) 3.68 1.96 3.40 1 9.80
Professional identification (1–10) 6.22 1.93 6.40 1 10
Client importance (1–4) 2.21 0.74 2 1 4

Variables: The auditors are classified as males or females and Big 4 or non-Big 4 auditors. “Age” is the auditor's age in years. “Experience” is the number of years the
auditor has worked as an auditor. “Auditor tenure” is the length of time in years the auditor has audited his or her largest client. “Client size” is the natural logarithm
of the largest client's annual turnover in SEK. “Client acquiescence” measures the extent to which an auditor is lenient towards the client-preferred treatment.

⁎ In this table we report the raw data values; for this variable, 10 means not lenient at all (completely objective) and 1 means totally lenient (not objective at all),
while in subsequent tables we have reverse scored this variable. “Auditor negotiation self-efficacy” is a variable describing the auditor's perceived ability to negotiate
discretionary accounting issues with client management. “Client identification” is the extent to which an auditor identifies with a client. “Professional identification”
is the extent to which the auditor identifies with the audit profession. “Client importance” is the perceived financial importance of the client to the auditor's firm.

Table 2
Spearman's rank correlations.

Variables Auditor negotiation self-efficacy Client iden. Professional iden. Client importance Experience Auditor tenure Big 4 Client size

Client acquiescence −0.312*** 0.351*** −0.217*** 0.101 −0.001 −0.031 0.074 0.148
Auditor negotiation self-efficacy 0.078 0.243*** −0.001 −0.033 −0.030 0.108 0.182**
Client iden. 0.490*** 0.167** −0.057 −0.017 0.270*** 0.053
Professional iden. 0.056 −0.003 −0.135 0.340*** 0.028
Client importance 0.110 0.059 −0.071 0.194**
Experience 0.461*** −0.129 −0.029
Auditor tenure −0.121 −0.220**
Big 4 0.422***

* p < 0.1, ** p < 0.05, *** p < 0.01.Two-tailed tests. Variables: “Client acquiescence” measures the extent to which an auditor is lenient towards the client-
preferred treatment. “Auditor negotiation self-efficacy” is a variable describing the auditor's perceived ability to negotiate discretionary accounting issues with client
management. “Client iden.” is the extent to which an auditor identifies with a client. “Professional iden.” is the extent to which the auditor identifies with the audit
profession. “Client importance” is the perceived financial importance of the client to the auditor's firm. “Experience” is the number of years the auditor has worked as
an auditor. “Auditor tenure” is the length of time in years the auditor has audited his or her largest client. Big 4 is a dichotomous variable (1=Big 4 firm, 0= other
audit firm). “Client size” is the natural logarithm of the largest client's annual turnover in SEK.
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objectivity and that auditors' accuracy motive moderates the impact of
auditor negotiation self-efficacy on auditor objectivity. The empirical
evidence that auditors who possess higher levels of negotiation self-
efficacy are more objective than are auditors with lower levels has
implications for regulators, standard setters, and auditors.

First, our finding that auditors' self-efficacy beliefs affect their ob-
jectivity extends the accounting literature because previous studies of
objectivity threats have focused on the existence of motives while not
addressing other cognitive processes that link motivation to action. In
particular, research using archival data to investigate the impact of fi-
nancial incentives on auditor objectivity assumes that motivation is
automatically translated into action. Research demonstrates that self-
efficacy is a catalyst in the conversion of motivation into action. This
means that an act with low motivation combined with high self-efficacy
may be more likely than an act with high motivation and low self-ef-
ficacy due to the interaction of these factors.

Although our theoretical discussion suggests a stronger impact of
auditor negotiation self-efficacy on auditor objectivity when the accu-
racy motive is weak or moderate than when the accuracy motive is
strong, we do not find an interaction effect between the accuracy mo-
tive and perceived negotiation self-efficacy. There are two possible
explanations why we could not find such an interaction effect. One
possibility is that an interaction effect does not exist, and that auditors
choose action options independent of their motivation for the accuracy
motive. In light of our theoretical argumentation, however, this ex-
planation is counterintuitive. In our view, the lack of variation in pro-
fessional-identity strength and/or professional-identity salience appears
to be a more likely explanation. The measure of professional identifi-
cation does not vary enough between the sampled auditors with
stronger versus weaker professional identities. The studied auditors are

all very experienced and therefore tend to have strong professional
identities. In addition, it is possible that in the test situation, profes-
sional identity is not sufficiently salient. Bauer (2014) reported that the
salience of auditor professional identification is of great importance to
auditor assessments.

Second, our main finding contributes to the accounting literature
concerning methods for enhancing auditor objectivity, which identifies
auditor rotation, making auditors aware of objectivity threats, and in-
creasing the salience of professional identity as such methods. Rotation
has been criticized in the literature for degrading audit quality and for
the costs associated with repeatedly replacing the auditor. Researchers
claim that the costs of rotation are higher than the gains, or alter-
natively that there are no objectivity gains associated with rotation
(Gul, Fung, & Jaggi, 2009; Kwon, Lim, & Simnett, 2014; Myers, Myers,
& Omer, 2003; Said & Khasharmeh, 2014). Other methods requiring
auditors to be aware of situations that threaten objectivity (e.g., long-
evity of auditor engagement, or magnitude of fees generated from a
single audit) and to take appropriate action – even stepping down from
the audit assignment – are problematic because awareness cannot be
guaranteed. Notably, threats to objectivity subconsciously bias an au-
ditor's cognition (Cianci & Bierstaker, 2009; Svanberg & Öhman, 2015).
Ensuring a high level of negotiation self-efficacy among auditors is a
way to reinforce auditor objectivity that could be effective against
subconscious threats. Moreover, unlike auditor rotation, ensuring high
negotiation self-efficacy could counteract short-tenure objectivity
threats. Both financial incentives and client identification can be con-
sidered such threats (Bauer, 2014), and Svanberg et al. (2017) argue
that leadership exerted by client management can also be rapidly de-
veloped.

The fact that negotiation self-efficacy can be systematically devel-
oped (Bandura, 1997) further adds to its usefulness. Audit firms can
increase domain-level auditor negotiation self-efficacy through appro-
priate recruitment and/or training (cf. Miles & Maurer, 2012; Sullivan
et al., 2006). The literature claims that leadership helps build follower
self-efficacy by expressing confidence, developing follower potential,
and emphasizing the relationship between persistence and important
goals and values (e.g., Conger & Kanungo, 1987; Shamir et al., 1993;
van Knippenberg et al., 2004). Auditor negotiation self-efficacy there-
fore appears to be affected by leadership, meaning that it can be in-
creased in order to strengthen auditor objectivity.

Like any other research, this study has a number of limitations,
including the modest response rate and potential non-response bias,
social-desirability bias, the measurement of auditors' client acquies-
cence using a constructed scenario, our measure of client importance,
and the long average tenure of the auditors in the study. Due to the fact
that we used a sample of experienced Swedish auditors and because
Swedish law does not constrain tenure in the same way as many other
countries, our sample average tenure is eight years. This time frame is
longer than would be obtained in a sample from a country limiting
auditor tenure more rigorously (e.g., the United States). Although we
control for auditor tenure in our analysis and there is no conclusive
evidence of a negative impact of tenure on audit quality in the ac-
counting literature, it is possible that our sample of long tenure audits
limits the generalizability of our result. Our measure of client im-
portance was insignificant in the regression model, suggesting that
possible future research in client importance may need to be measured
at the partner level or office level rather than firm level, depending on
firm structure and partner compensation scheme. These limitations
indicate that the results should be interpreted cautiously. We also note
that our measure of professional identification is not an ideal proxy for
auditors' accuracy motive, limiting our test of the interaction between
negotiation self-efficacy and auditors' accuracy motive. Nevertheless,
since the study provides empirical evidence that auditors' negotiation
self-efficacy is related to auditor objectivity, future research could
continue to explore how various forms of self-concept-related con-
structs affect auditor objectivity. Future research might consider a

Table 3
Multiple regression of the effect of auditor negotiation self-efficacy on auditor
objectivity.

Dependent variable Predicted sign Model 1

Client acquiescence

Variable Coeff. Sig.
Auditor negotiation self-efficacy − −0.412 0.002**
Client identification + 0.648 0.000***
Professional identification − 0.086 0.592
Client importance + 0.146 0.425
Experience − 0.005 0.745
Auditor tenure + −0.021 0.485
Big 4 − −0.107 0.709
Client size + 0.140 0.077*
Professional identification·Auditor

negotiation self-efficacy
+ 0.083 0.485

R2 0.335
Adj. R2 0.272
F 6.368
Model Sig. 0.000

*p < 0.1, ** p < 0.05, ***p < 0.01. Two-tailed tests except for auditor ne-
gotiation self-efficacy due to the directional expectation in H1. Variables:
“Client acquiescence” measures the extent to which an auditor is lenient to-
wards the client-preferred treatment. “Auditor negotiation self-efficacy” is a
variable describing the auditor's perceived ability to negotiate discretionary
accounting issues with client management. “Client identification” is the extent
to which an auditor identifies with a client. “Professional identification” is the
extent to which the auditor identifies with the audit profession. “Client im-
portance” is the perceived financial importance of the client to the auditor's
firm. “Experience” is the number of years the auditor has worked as an auditor.
“Auditor tenure” is the length of time in years the auditor has audited his or her
largest client. “Big 4” is a dichotomous variable (1=Big 4 firm, 0= other audit
firm). “Client size” is the natural logarithm of the largest client's annual turn-
over in SEK. Professional identification • Auditor negotiation self-efficacy= the
interaction between perceived negotiation self-efficacy and auditor objectivity
moderated by professional identity.
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longitudinal study, which would be particularly suited for this task.
Since self-efficacy does not correspond to knowledge or actual ne-

gotiation capacity, it would be of interest for future research to examine
the extent to which auditor negotiation self-efficacy can be enhanced.
We suggest that negotiation self-efficacy offers a potential short cut to
improving auditor objectivity because it may be easier to improve self-
efficacy than it is to develop real negotiation skills. The literature ar-
gues that self-efficacy can be enhanced through several methods (cf.
Bandura, 1997), e.g., recruitment and training (Miles & Maurer, 2012;
Sullivan et al., 2006) and leaders' role modelling (Conger & Kanungo,
1987; Shamir et al., 1993; van Knippenberg et al., 2004). A study of a
closely related social-psychological phenomenon that offers inspiration
for how to address these issues is Bauer (2014). It finds that profes-
sional-identity salience can be aroused by psychological priming, which
is a situation-specific temporary heightening of the impact of profes-
sional identity on behaviour that is accomplished with very simple
means and no cost, e.g. looking at a document issued by an accounting
organization, an image of a professional role model, etc. Bauer's (2014)
findings demonstrate how one aspect of the self-concept, a social
identity, can be made an effective regulator of auditor objectivity.
Psychological theory (Leary and Tangney, 2003) claims that several
constructs are closely related, e.g. self-esteem, self-efficacy, and parti-
cular (social) identities, suggesting that auditor negotiation self-efficacy
may be associated with professional identity strength and salience.
Bauer (2014) finds that professional identity has its strongest effects on
auditor objectivity if it is made salient, suggesting that future research
could investigate whether arousing professional identity is a way to
trigger auditors' negotiation self-efficacy due to a link between social
identity and self-efficacy.
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Appendix A. Appendix

A.1. Measures used in the study

A.1.1. Domain-level auditor negotiation self-efficacy
Think of negotiation situations in general, not of any one specific ne-

gotiation and not of any particular client. Please assess the statements below
indicating your response between 1 (do not agree at all) and 10 (totally
agree).

In a negotiation about a material accounting issue with clients, I am
good at convincing the client to agree with me.

I am skilled at preventing the client from exploiting my weaknesses
in a negotiation about a material accounting issue with the client.

I am good at gaining the upper hand in a negotiation about a ma-
terial accounting issue with my client.

I am good at persuading my client to make most of the concessions
in a negotiation about a material accounting issue.

In a negotiation with my client about a material accounting issue, I
am skilled at finding tradeoffs that benefit both parties.

In a negotiation with my client about a material accounting issue, I
am skilled at exchanging concessions.

In a negotiation with my client about a material accounting issue, I
am good at looking for an agreement that maximizes the gains of both
sides.

When negotiating about a material accounting issue with my client,
I am skilled at establishing a high level of rapport with my client.

A.1.2. Auditor's client acquiescence
Please respond to the following short audit case. We appreciate that

you would normally require more information. However, for the pur-
pose of our study, we ask that you respond (1) based on the limited

information provided and (2) assuming that the case involves your
largest client referred to above. Please indicate your response as a
likelihood between 10 (very low likelihood) and 1 (very high like-
lihood).

In the current year's audit, a dispute has arisen between you and the
management of your largest client over the materiality of certain un-
recorded liabilities discovered by you during the audit. Professional and
firm guidelines do not provide a definitive answer on the materiality of
the amount involved. In your opinion, the amount is material.
However, the client management strongly disagrees. The client's CFO
argues that the total amount of unrecorded liabilities is immaterial and,
therefore, that it is unnecessary to make adjusting entries in the fi-
nancial statements. As the auditor, how likely is it that you will not
require these liabilities to be recorded?

A.1.3. Client identification
Apply the following statements to your largest client. Please indicate your

responses between 1 (do not agree at all) and 10 (totally agree).
When someone praises this client, it feels like a personal compli-

ment.
When I talk about this client, I usually say “we” rather than “they”.
This client's successes are my successes.
When someone criticizes this client, it feels like a personal insult.

A.1.4. Professional identification
Apply the following statements to the audit profession. Please indicate

your responses between 1 (do not agree at all) and 10 (totally agree).
When someone criticizes my profession, it feels like a personal in-

sult.
When I talk about my profession, I usually say “we” rather than

“they”.
I am very interested in what others think about my profession.
My profession's successes are my successes.
When someone praises my profession, it feels like a personal com-

pliment.

A.1.5. Client importance
Please estimate the financial importance of your largest client to your

firm. Apply the following statements to your largest client. Please indicate
your response as follows: 1= not at all important, 2= slightly important,
3= considerably important, and 4= very important.
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