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Abstract 

Purpose - With the growth in multinational business operations and greater use of 

international sources of finance, there has been a global trend to increased uniformity in 

accounting and auditing standards. However, uniformity in auditing also requires uniformity 

in the application of those standards. This study examines whether there are differences in the 

application of auditing standards due to the influence of cultural differences influencing 

decision-making by auditors. This study examines the effect of culture, the risk of fraud and 

errors, and accountability on auditors’ professional scepticism, which is necessary to assess 

the risk of material misstatements due to fraud and error.  

Design/methodology/approach - Using an experiment, data from a sample of auditors from 

Big 4 audit firms in Egypt and Australia were collected. The subjects evaluated the risk of 

fraud and error at the planning stage. The study is a 2 X 2 X 2 between-participants 

experimental design across two cultures with the following experimental manipulations: 

accountability (high or low) and the risk of fraud and error (high or low). The third factor is 

culture, where differences in culture resulted in a quasi-experimental design for this factor by 

selecting participants in Australia and Egypt.  

Findings: The results provide evidence as to whether auditors from different cultural 

backgrounds react differently to audit evidence. The results show that there are significant 

differences between the two countries with respect to some audit decisions.  

Originality/value – The paper makes an original contribution to the literature by providing 

evidence about whether auditor judgments, decisions and professional scepticism are 

consistent across cultures. The results indicate auditor judgments, decisions and professional 

scepticism differ between cultures. We recommend that international auditing standards 

should consider these differences.  

Keywords professional scepticism, fraud and error risk, accountability and culture. 
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Professional Scepticism of Auditors: A Cross-Cultural Experiment  

 

1. Introduction 

Business operations, including auditing, are becoming more international and thus, occur 

across different cultures. Uniformity in audit methodology, judgments and decisions is an aim 

of international auditing standards. If cultural differences cause differences in audit decisions, 

then audit quality will not be uniform across countries even though all auditors would by 

adhering to the same set of auditing standards. Hopwood (1996) calls for research in audit 

judgment to include different societies and nations. More recent studies suggest that there is a 

lack of cross-cultural judgment studies (Leung et al., 2005; Kirkman et al., 2006). The current 

study responds to these calls by examining cross-cultural decision-making related to audit 

risk assessment and planning decisions. More specifically, this study examines the effects of 

culture, fraud risk, error risk, audit knowledge and accountability on auditors’ professional 

scepticism. Professional scepticism is measured in the current study in five ways: perceived 

fraud risk, perceived error risk, distrust, non-confrontational audit procedures and 

confrontational audit procedures. To the best of our knowledge, there are no studies that 

examine whether culture impacts on fraud and error risk assessments and planned audit work. 

Our findings are of interest to regulators given the current emphasis on the 

harmonisation of auditing standards. With the increasing number of multinational companies 

requiring international audits and audit firms expanding their linkages across more countries, 

it will be useful for audit partners in different countries to understand how and why audit 

decisions can be expected to be different between countries as a function of the cultural 

differences that exist among the audit partners and personnel across the countries. Such an 

understanding is likely to reduce misinterpretations and offer ways to deal with the 

differences. Examining the effect of culture on audit decisions and judgments would help 

audit partners, especially in multinational firms, to comprehend how audit decisions differ 
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from country to country due to differences in shared values, norms, personality and auditing 

knowledge of auditors within each culture. Since there are expectations of differences in audit 

decisions, expecting uniform decisions is unrealistic and is likely to lead to 

miscommunication. 

 

This study is organised as follows. The literature review and its four components, namely: 

professional scepticism; fraud risk and error risk; accountability; culture and audit 

knowledge. The research method is followed and the results, conclusion and implications. A 

brief review of the relevant literature follows. 

 

 

Prior Literature 

Professional scepticism  

Professional scepticism refers to a questioning mind and a critical assessment of audit 

evidence (International Standards on Auditing ISA 240 & Australian Auditing Standard ASA 

240). Professional scepticism may make auditors either confront the directors or perform 

additional tests (Shaub & Lawrence, 1996). These decisions particularly depend on the level 

of trust between auditors and directors (Anderson & Marchant, 1989). The assessment of the 

extent to which the statements of directors can be trusted is formulated during the audit 

planning stage (Shaub & Lawrence, 1996). The level of trust between auditors and the 

directors may impact on the auditors’ perception of the level of misstatements that may exist 

in the financial statements.  

 

Professional scepticism requires a balance between trust and suspicion. For example, Deutsch 

(1958) has suggested that dysfunctional behaviour will occur if there is extreme trust and/or 
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extreme suspicion. An appropriate level of scepticism is important for auditors during all 

stages of the audit including the risk assessment. 

 

The auditing literature reports some factors that may affect the level of professional 

scepticism such as the amount of work experience
1
 (Payne & Ramsay, 2005); ethical levels 

(Jones et al., 2003); evidence such as the detection of contradictions and errors and the 

associated generation of alternative explanations and search for additional information (Hurtt 

et al., 2008); examination of substantive testing (Hurtt et al., 2008); coping with directors’ 

pressure (Koch et al., 2008), undertaking a forensic accounting course (Carpenter et al., 

2008); satisfaction with the client (Kerler & Killough, 2009); and mood (Hurtt et al., 2008; 

Chung, Cohen & Monroe, 2008). Consistent with Nelson’s (2009) model, this study extends 

prior audit literature by examining fraud risk, error risk, accountability, culture, knowledge, 

response to assessed risk of material misstatement due to fraud and error, evaluating audit 

evidence and professional scepticism. 

 

The risk of fraud and error 

Australian Auditing Standard ASA 240 and International Standards on Auditing ISA 240 

suggest audit procedures that may help to identify fraud include: inquiries of management; 

performing analytical procedures; and the identification of fraud risk factors such as related 

parties and directors’ override of internal controls. Maddox (2004, p. 21) stated that, 

―inquiries of management and other personnel should be used to receive communications 

from the client that may not have been received had the questions not been presented to the 

client‖. Auditors then need to respond to this risk by exercising a reasonable level of 

professional scepticism through ―increased sensitivity in selection of nature and extent of 

documentation to be examined... increased recognition of the need to corroborate 
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management explanation‖, (IAS 240, para. A33), being unpredictable in the audit, being 

suspicious and making a thorough evaluation of audit evidence. This evaluation ―may 

provide further insight about the risks of material misstatement due to fraud and whether 

there is a need to perform additional or different audit procedures‖  (ISA 240, para. A49). 

 

More recently, fraud risk assessment has become an important part of audit work during the 

planning stage according to ASA 240. Therefore, we may expect that fraud risk increases 

audit testing. Johnstone and Bedard (2001) found that both fraud risk and error risk affected 

audit fees. 

 

Barron et al. (2001) found that potential errors leading to overstated financial performance 

were positively related to litigation risk. The study suggested that auditors gave more 

attention to overstatement errors than understatement errors because overstatement can lead 

to litigation and overstatements are more common (Barron et al., 2001).  

 

H1: Professional scepticism will be higher when the risk of fraud and error is high 

compared to when the risk of fraud and error is low. 

 

Accountability 

Accounting research on decision-making suggests that cognitive studies need to consider the 

context in which accounting judgments are made (Fuller & Kaplan, 2004). One context under 

which such decisions are made is accountability. Accountability is the pressure to validate 

one’s judgments to others (Glover, 1997). It requires individuals to perform tasks to an 

acceptable standard (Schlenker, 1997) and impacts on judgments because it creates social 
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anxiety (Tracy & Robins, 2004) through ―self-attention‖ (Tracy & Robins, 2004), which 

requires an increase in performance to meet the required standards.  

 

The auditing literature reports that when auditors are held accountable to their supervisors, it 

has a significant impact on their decisions (e.g., Hoffman & Patton, 1997; Tan & Kao, 1999; 

Asare et al., 2000; De Zoort et al., 2006).  These studies suggest that accountability increases 

the auditor’s effort in detecting fraud. In addition, accountability makes auditors more 

cautious, that is, auditors are possibly more sceptical.  

 

It has been reported that accountability to superiors makes auditor judgments more acceptable 

to others who may assess the decisions (Curley et al., 1986). For example, when there is 

accountability to superiors, internal control risk was assessed as being higher (Morton & 

Felix, 1991), auditors were more likely to qualify the audit opinion (Buchman et al., 1996), 

and auditors were more conservative with respect to  judgments inventory valuation 

(Quilliam, 1993).  

 

Peecher (1996) found that auditors made more conservative judgments when they were held 

accountable to superiors. That is, auditors were more sceptical as a result of a higher level of 

conservatism when held accountable. Similarly, Nieschwietz et al. (2000) suggested that 

accountability increases the effectiveness of the audit because it makes auditors more 

conservative because they are required to justify their judgment.  

The results of the above studies suggest that accountability is likely to increase professional 

scepticism because individuals under accountability pressure increase cognitive effort and 

vigilance which makes them proceed cautiously and therefore, they may select different audit 

procedures compared to individuals under no accountability pressure.  
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H2: There is a positive relationship between accountability and professional scepticism. 

 

Culture 

 

Culture is defined as a way of living that influences one’s values, interaction with others and 

shared beliefs (Hofstede, 1980). Culture includes religion, education systems, language, 

shared-meaning systems and government philosophy. Hofstede
2
 (1984) defined culture as, 

―the collective programming of the mind which distinguishes the members of one human 

group from another‖ (p. 21).  

 

Culture influences the development of accounting systems in a particular country (Collins & 

Bloom, 1997) and culture explains why there are differences between accounting standards in 

different countries (Wingate, 1997). In addition, culture also explains differences in 

perceptions of accounting problems (Cohen et al., 1995; Arnold & Bernardi 1997; Siegel et 

al., 1997). These studies indicate that even if auditing standards and audit methodology are 

the same in different countries, their implementation may differ.  

 

The auditing literature reports that an audit is a social product that is influenced by society, 

group and individual behaviour (Flint, 1988). Similarly, it has been recognised in the 

international accounting literature that accounting is a socio-technical activity where the 

values and judgments of accountants are significant (Jaggi, 1979; Gray, 1988). Further 

culture influences values and judgments of individuals in different countries (Cohen et al., 

1995; 1996).  
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The dimensions of individualism and collectivism and power distance will be the focus of 

this study for several reasons. First, evidence shows that these dimensions are related to 

auditors’ judgments. Second, recent study suggests that Egypt and Australia are significantly 

different on these dimensions (Endrawes & Matawie, 2002). Third, the dimensions of 

individualism/collectivism and power distance are the most commonly used dimensions in 

cross-cultural psychology and cross-cultural accounting.  

 

The effect of Power Distance and Accountability on Professional Scepticism 

Lerner and Tetlock (1999) have contended that accountability is not just one construct. 

Accountability has multiple sources and includes ―others in the audit team, hierarchical 

superiors, clients and third parties‖ (Gibbins & Newton, 1994, p. 168). At one extreme this 

would include justification of decisions in a court of law. 

Whilst there are different concepts of accountability and some authorities distinguish 

accountability from justification(Gibbins & Newton, 1994)., for the purposes this research the 

concept of  accountability which will be used incorporates the need to justify decisions to a 

diverse range of parties. This concept of accountability causes auditors to be cautious when 

performing analytical procedures since whilst the needs of some audiences are predictable, 

the questions that other audiences might have a right to pose may be more difficult to predict 

(Asare et.al., 2000.  

 

Justification can form an auditor’s mental representation (Waller & Felix, 1984). Auditors 

consider justification as soon as they start a judgment and decision-making task (Gibbins & 

Newton, 1994). While auditors may rely on many cues to justify their decisions, they rely 

only on cues that relate to the preference of their supervisor, directors, the profession 

(Peecher, 1996) and Investment community. society. Auditors cannot ignore the preference of 
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the supervisor (Camerer et al. 1989) who will make them select evidence that is likely to be 

related to their supervisor’s preferences
3
 (Peecher, 1996) and limit auditors from obtaining 

evidence that supports more correct judgments (Dukerich & Nichols, 1991).  

 

Power distance may moderate the effects of accountability. For example, in a collective 

society, auditors are likely to give preference to their supervisor and disregard self-discovery 

because of the importance of satisfying supervisors. Hofstede (1980) has stated that in a large 

power distance society (such as Egypt), power and ―its legitimacy is irrelevant‖ (p. 119) and 

―whoever holds the power is right and good‖ (Hofstede, 1994, p. 43). Since unequal power is 

acceptable in a high power distance culture such as Egypt, the justification of employees’ 

decisions to the supervisor is of paramount importance. In such a culture, employees are 

respectful of managers and likely to be obedient to them (Hofstede, 1980), and the 

accountability pressure will be higher. Lord and DeZoort (2001) found that hierarchical 

power distance increased obedience pressure. In low power distance cultures, such as 

Australia, employees can disagree with their managers and their justifications do not come 

under the same pressure as in Egypt. In addition, subordinates in low power distance cultures 

are accorded a higher status than subordinates in high power distance cultures (Kell et al., 

1986).  

 

Pressure from supervisors in the Australian culture is likely to be less than in the Egyptian 

culture because employees in Australia are less threatened by their supervisors.  

 

The effect of Individualism/ Collectivism on Professional Scepticism 

Uniqueness and being different is considered important in an individualistic culture. 

However, comparability and homogeneity are important in a collectivist culture. According 
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to Rahman et al. (2002), auditors in Egypt pay little attention to conflicts of interest and 

independence issues. This suggests that professional scepticism will be affected. Hui (1984, 

p. 31) states that collectivism is ―especially concerned with comparison with others‖. 

Similarly, with respect to copyright, sharing is acceptable in a collectivism culture such as in 

Singapore, China and Egypt. The similarity of judgment between auditors in a collectivism 

culture is likely to be higher than auditors in an individualism/ autonomy culture, where they 

are more flexible and independent and have the right to pursue their own intellectual 

directions and decisions. In a collectivistic society, such as Egypt and China, individuals 

―lose face‖ by not meeting the social needs of the group (Ho, 1976; Chow et al., 2000). This 

suggests that auditors’ judgment is a function of individualism/collectivism. 

 

Hofstede (1984) indicated that people in individualistic cultures tended to have a sceptical 

view of others. That is, a person in an individualistic culture is likely to be more sceptical 

than those in a collectivistic culture. Individuals in collectivist nations perceive the 

environment as stable and themselves as changeable, ready to ―fit in‖ (Chiu et al., 1997; Chiu 

& Hong, 2006). In contrast, individuals in individualist cultures perceive the self as stable 

and the environment as changeable (Su et al., 1999). An auditors’ decision in Egypt will be 

more dependent on the conditions under which the decision is made. On the other hand, an 

auditors’ decision in Australian whilst partly dependent on conditions will also be expected to 

depend more on their individual beliefs. As a result, Australian auditors’ level of scepticism 

will be expected to be more strongly based on beliefs, values and attitudes, while Egyptian 

auditors’ judgments will depend more on norms, situations and social structures. ―Situational 

attributions‖ occur more often in collectivist cultures than in individualist cultures 

(Norenzayan et al., 1999). This indicates that in Egypt, judgments related to scepticism are 

more likely to be dependent on the circumstances under which these are made. In Australia, 
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on the other hand, judgments are more likely an individual choice and  be more likely to 

result in presenting the ―truth‖ (Patel, 2003). .  

 

Confrontation in Australia is considered healthy and acceptable because it resolves personal 

differences (Patel, 2003). Australian auditors, therefore, are more likely to confront the client 

because they are more sceptical. Auditors in Egypt would prefer an examination of 

documents rather than confronting the client because confrontation is considered rude and 

embarrassing to both the client and the auditors. This assumption is consistent with 

collectivism theory. In contrast, Australian auditors would prefer to obtain information 

through enquiries, questioning the client and asking for more documentation. 

 

H3: Culture moderates the relationship between accountability and professional 

scepticism.  

 

H4: Professional scepticism will differ between cultures (Egyptian auditors will be more 

sceptical than Australian auditors in regard to perceived fraud risk, perceived error risk, 

distrust, non-confrontational audit procedures and less sceptical in relation to 

confrontational audit procedures). 

 

Audit Knowledge 

Accounting students and auditors from different cultures will have different audit knowledge. 

This is due to different accounting education curricula, and current differences in professional 

bodies’ requirements in different cultures.  
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Individuals of the same culture are likely to share similar audit knowledge because they 

acquired this knowledge through their unique education system and socialisation. Church and 

Schneider (1994) found differences between Australian and US auditors with respect to the 

evaluation of internal controls. They found that differences in audit knowledge about 

accounting and auditing are the reason for differences in internal control evaluations.  

 

Thus, an Egyptian auditor’s knowledge is likely to differ from an Australian auditor’s 

knowledge and, in turn, their levels of professional scepticism on fraud and errors tasks are 

likely to be different. 

 

In addition, Gray’s (1988) theory is that accountants are expected to apply accounting 

reporting rules in a way consistent with their cultural values and their decisions may differ if 

they are from different cultures. Hofstede (2001) supports this argument. He proposes that the 

more judgment that a task requires, the more it is ruled by values and thus affected by cultural 

differences. Given that audit knowledge varies according to experience and culture, audit 

knowledge differences will most likely affect the interpretation of information during fraud 

and error tasks and, therefore, the assessment of fraud and error risk.  

 

It is reasonable to argue that culture will moderate the relation between audit knowledge and 

professional scepticism.  

 

H5: Culture moderates the relation between audit knowledge and professional scepticism.  

 

Research Method 



 13 

The experimental materials include two scenarios. The scenarios were based on cases 

originally developed and pilot tested by Yamamura et al. (1996) with some changes (such as 

the manipulation of the independent variables) to suit the objectives of the current study. The 

first scenario is related to Account receivable and the second scenario relates to valuation of 

inventory. Account receivable is selected since fraud may be perpetrated through incorrect 

valuation of accounts receivable (Knapp, 1996; Caster et al., 2008) and because problems in 

accounts receivable are most often the cause of audit failures and lawsuits against auditors 

(Asare & Davidson 1995; Beasley et al., 2000). Accounts receivable and inventory normally 

represent material areas and often contain many errors (Wright & Ashton, 1989; Gay & 

Simnett, 2010). Thirty-four percent of identified fraud scenarios are related to accounts 

receivable or the revenue cycle (Loebbecke et al., 1989).   

 

The cover page of the experiment includes brief instructions and the accountability 

manipulation. Each of the two scenarios consists of client background information, which 

includes the manipulation of the risk of fraud and error, and the client’s explanation justifying 

the accounting treatment described in the scenario material. For each of the scenario, 

respondents are required to assess the truthfulness of the client’s explanations justifying the 

accounting treatment described in that scenario using a seven-point response scale ranging 

from ―not at all truthful‖ to ―completely truthful‖. Respondents are required also to separately 

assess the level of the risk of fraud and the risk of error using a seven-point scale ranging 

from ―extremely low risk of fraud‖ to ―extremely high risk of fraud‖ and ―extremely low risk 

of error‖ to ―extremely high risk of error‖, and they had to rate the importance of a variety of 

substantive audit procedures using a seven-point response scale ranging from ―not important‖ 

to ―very important‖. After responding to each of the two scenarios, subjects then  completed 

14 multiple choice question to measure audit knowledge and they complete the Value Survey 
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Model (VSM) developed by Hofstede (1994). Next, they answer a series of questions to 

capture demographic information about the participants. Finally, the participants answered 

accountability manipulation check questions. 

 

A contact was made with audit partners and managers from the Big 4 audit firms in Egypt. 

Following an invitation to participate in the study, three of the Big 4 firms participated in the 

study. Partners and audit managers in Cairo and Alexandria provided administrative 

assistants to organise collection of the data. The participants were undertaking their 

professional year. In Australia, a contact was made with a professor teaching in the CA 

professional year who agreed to conduct the experiments. The participants were from the 

same three audit firms as in Egypt. Data collection was undertaken in Sydney, Canberra and 

Melbourne. The experiment was conducted in the training rooms where the participants were 

undertaking a CA training course. The participants spent 25-35 minutes completing the 

experiment.  

All participants received the same materials except for instructions relating to the 

accountability and fraud/error risk manipulation. The participants were asked to make 

judgments based on the information provided in the instrument. The participants in the low 

accountability group were guaranteed confidentiality.  

 

Professional scepticism is measured according to the nature of the audit procedures (i.e., 

confrontational
4
 or non-confrontational auditing procedures). These confrontational and non-

confrontational audit procedures are related to auditors’ beliefs about the possibility of the 

existence of fraud and errors (Koonce, 1993; Peecher, 1996); response to assessed risk of 

material misstatement; and evaluation of audit evidence. For example, if auditors believe that 

clients’ explanations are acceptable, then they are unlikely to search for competing 
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explanations. On the other hand, if auditors do not believe clients, they are likely to obtain 

extra evidence as a result of a high level of scepticism. This, in turn, causes auditors to reduce 

detection risk by performing more tests such as confrontational and non-confrontational audit 

procedures. An auditors’ level of scepticism will be considered high if they confront clients 

and/or perform additional audit procedures (Shaub & Lawrence, 1996). 

 

Multivariate analysis (MANOVA) and analysis of variance (ANOVA) are used to test the 

hypotheses. In addition, t-test is used to detect differences in mean scores on professional 

scepticism. 

 

Demographic information 

Table 1 summarises the demographic information for the participants. The table includes 

information about employment positions, experience, age and the gender of the participants 

in the two countries.  

 

[Insert Table 1 here] 

 

In view of the different age distributions a statistical analysis was undertaken to see if there 

were any significant relationships between age or experience, and professional scepticism 

scores; no significant relationships were found. Similarly, there were no significant 

relationships between gender and professional scepticism scores. 

 

[Insert Table 2 here] 

 

Table 3 provides the mean and standards deviation for professional scepticism of participants 

by conditions for, (1) high risk of fraud risk and error and high/ low accountability, and (2) 
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low risk of fraud and error and high/low accountability for the two scenarios. The results in 

general are consistent with the hypotheses. 

 

[Insert Table 3 here] 

 

Panels A, B, C, D and E of Table 3 suggest that professional scepticism (perceived fraud risk, 

perceived error risk, distrust, non-confrontational audit procedures and confrontational audit 

procedures) is mainly higher for high risk of fraud and error than for low risk of fraud and 

error across countries in the two scenarios. Initial indications are that, high risk of fraud and 

error increases professional scepticism in the majority of scenarios. 

 

Professional scepticism judgment is examined in details using MANOVA and ANOVAs 

reported in Tables 7 and 8. 

 

 

Cultural Dimensions 

Table 4 reveals that there are differences between the two countries with respect to the 

dimensions of power distance and individualism.
5
 

 

[Insert Table 4 here] 

 

As expected, power distance is higher in Egypt than in Australia and individualism is higher 

in Australia than in Egypt. These results support the existence of cultural differences. To test 

for significant differences between the two cultures with respect to power distance and 

individualism, a t-test (2-tailed) was performed. The results show that there are highly 
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significant differences between the auditors from Egypt and the auditors from Australia with 

respect to power distance and individualism.  

 

Manipulation checks 

As reported in Table 5 the accountability manipulation
6
 was successful. When accountability 

is high the amount of pressure felt by participants is higher for both Australian and Egyptian 

auditors. In addition, the participants are significantly more motivated in the high 

accountability manipulation groups for both countries. 

 

 

[Insert Table 5 here] 

 

Hypothesis Tests 

Five hypotheses were developed concerning whether professional scepticism is affected by: 

(1) the risk of fraud and error levels; (2) accountability levels; (3) cultural differences 

(individualism and power distance); and (4) audit knowledge.  

[Insert Table 6 here] 

Hypothesis 1 states that professional scepticism will be higher when the risk of fraud and 

error is high compared to when the risk of fraud and error is low. The hypothesis is confirmed 

in general as shown in Tables 7 and 8. Differences in professional scepticism are expected as 

a result of the levels of the risk of fraud and error for auditors in both Egypt and Australia. 

When the risk of fraud and error are high, the auditors’ professional scepticism is higher in 

both Egypt and Australia.  

 

[Insert Table 7 here] 
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Table 8 summarises the results of the ANOVAs for the risk of fraud and error. The table 

shows a significant relationship between the risk of fraud and error on professional 

scepticism (perceived fraud risk) in the bad debt case and the inventory case. Post hoc tests 

(table 9) are used to see which levels of the independent variable contributed to such 

significant results. Professional scepticism (perceived fraud risk) is higher when the risk of 

fraud and error is high than when that risk is low in both the bad debt and the inventory cases.  

 

[Insert Table 8 here] 

Table 8 reports also the results for Hypotheses 2, 3 and 4. Hypothesis 2 states that there is a 

positive relationship between accountability and professional scepticism. The results indicate 

that the hypothesis is mostly supported. Thus, accountability increases professional 

scepticism. However, it seems that accountability is not important with respect to 

professional scepticism (perceived fraud risk) in both the bad debt case and the inventory 

case. There is at least one possible explanation for this result that the auditors may consider 

the risk of fraud and error is more important than accountability;  

 

Hypothesis 3 states that Culture moderates the relationship between accountability and 

professional scepticism. The results confirm that the relationship between accountability and 

professional scepticism is mostly dependent on whether the auditors are from Egypt or 

Australia.  

 

Hypothesis 4 states that Professional scepticism will differ between cultures (in other words 

Egyptian auditors are expected to be more sceptical than Australian auditors with regard to 

perceived fraud risk, perceived error risk, distrust, non-confrontational audit procedures and 

less sceptical in relation to confrontational audit procedure). 
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Table 6 indicates that hypothesis 4 is partially confirmed. However, Egyptian auditors differ 

from Australian auditors only in the bad debt case with respect to professional scepticism 

(non-confrontational audit procedures) and in the inventory case with respect to professional 

scepticism (confrontational audit procedures and non-confrontational audit procedures). In 

both cases Egyptian auditors have a greater propensity to see a need for non-confrontational 

audit procedures than their Australian counter parts who showed a significantly higher score 

in terms of confrontational audit procedures in the inventory case. 

This result indicates that Egyptian auditors consider that it is less important to confront senior 

management. This result supports the assertion that culture impacts on audit judgment.  

 

Hypothesis 5 states that Culture moderates the relation between audit knowledge and 

professional scepticism. There is a mixed result for Hypothesis 5 with respect to whether 

culture moderates the relationship between audit knowledge and professional scepticism. In 

the bad debt case, culture moderates the relationship between professional scepticism 

(perceived fraud risk) and audit knowledge. In the inventory case, culture moderates the 

relationship between professional scepticism (perceived error risk, distrust and 

confrontational audit procedures) and audit knowledge. These results indicate that the effect 

of knowledge on confrontational audit procedures is dependent on whether the auditors are 

from Egypt or Australia especially in inventory case. 

 

Conclusion 

The current research reported on the impact of selected cultural dimensions (individualism 

and power distance), the risk of fraud and error, accountability and audit knowledge on 

professional scepticism. There were significant differences between the Egyptian auditors 
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and the Australian auditors and these differences were found in junior and senior auditors in 

spite of their exposure to common accounting and auditing standards. For example, Egyptian 

auditors rate non-confrontational auditing procedures as more important than confrontational 

auditing procedures. Egyptian auditors consider confrontation is rude and socially 

unacceptable. In contrast, Australian auditors rate confrontational auditing procedures as 

more important as such procedures are consistent with the Australian ethos.  

The study also examined the relationship between the risk of fraud and error, accountability 

and professional scepticism. As expected, the risk of fraud and error in the case studies 

together with changes in the level of accountability of the junior and senior auditors to their 

superiors affected, in most cases, the levels of professional scepticism.  

Accountability has a bigger effect in Egypt probably as a result of higher power distance in 

Egypt. Auditors in Egypt are more likely to obey and submit to their supervisors. The study 

reported that the culture moderated the relationship between audit knowledge and 

professional scepticism in some situations.  

 

The study suffers from several limitations. The results of the current study cannot be 

generalised to all audit tasks, firms, and cultures and experience levels of auditors.  

The results of the current study may have been different if Hurtt’s (2010) scales were used to 

measure professional scepticism. The study did not use Hurtt’s (2010) scales because at the 

time of the collection of the data, the scale was not yet available. However, the measurement 

of professional scepticism was based on an extensive review of prior auditing literature and 

recommendations from auditing professors, auditing partners and managers. 

 

Differences in the data collection method are another limitation in the current study. For 

example, data were collected in Australia while participants were undertaking their CA 
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professional year program, however, the Egyptian data were collected in the offices of three 

of the Big 4 accounting firms in Egypt. These differences in environment may impact on their 

judgment. It was not practical to have similar conditions in both countries. 

 

The study uses only two cultural dimensions (i.e., individualism and power distance). These 

two dimensions were chosen because they related to personal responsibility that influences 

professional scepticism. However, future research may consider the impact of the other 

cultural dimensions on professional judgments.  

 

All subjects answered the two scenarios in the same order. Given that the results differed 

between scenarios, this could have been due to practice effects rather than the differing 

accounting issues.  

 

Finally, the impact of firm culture on professional scepticism was not considered in the 

current study. However, prior research reports that firm affiliation did not impact on audit 

judgment (Meixner & Welker, 1988). That finding indicated that organisational culture had 

little impact on audit judgments. In addition, some research found that national culture was 

more important than organisational culture (Laurent, 1991). Soeters and Schreuder (1988), 

Pratt et al. (1993) and Chow et al. (2002) provide evidence that there are no differences in the 

organisational cultures of multinational auditing firms.  

 

Participants in the current study were junior and senior auditors with experience ranging from 

6 months to 5 years. Future research may use participants with more experience and examine 

individuals at higher levels within the firms such as audit managers and audit partners. 
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The extension of the current study to auditors from non-Big 4 accounting firms, and then a 

comparison could be made between the large and smaller accounting firms would be a venue 

for future research.  The current study could be extended to other accounting professionals 

such as tax professionals, and internal auditors and this would seem an appropriate and 

relevant area for research. 
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Table 1 

Demographic Statistics 

 
 Australia Egypt Total 

Position 

Junior auditors 89 (61%) 67 (54.5%) 156 (58%) 

Senior auditors 57 (39%) 56 (45.5%) 113 (42%) 

Total 146 (100%) 123 (100%) 269 (100%) 

    

Experience    

Less than one year 33 (22.6%) 57 (46.3%) 90 (33.5%) 

1-3 years 103 (70.5%) 57 (46.3%) 160 (59.5%) 

3-6 years 10 (6.8%) 9 (7.3%) 19 (7.1%) 

Total 146 (100%) 123 (100%) 269 (100%) 

    

Age 

Under 30 years 132 (90.4%) 98 (79.7%) 230 (85.5%) 

31-40 14 (9.6%) 25 (20.3%) 39 (14.5%) 

Total 146 (100%) 123 (100%) 269 (100%) 

    

Gender 

Male 62 (42.5%) 69 (56.1%) 131 (48.7%) 

Female 84 (57.5%) 54 (43.9%) 138 (51.3%) 

Total 146 (100%) 123 (100%) 269 (100%) 
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Table 2 

Descriptive Statistics for professional scepticism 

 
 Australia Egypt Overall 

Panel A : Bad debt Mean SD Mean SD Mean SD 

Perceived fraud risk 4.32 1.33 4.36 1.37 4.34 1.35 

Perceived error risk 4.90 1.13 5.11 1.27 5.00 1.20 

Distrust 4.51 1.13 4.62 1.53 4.56 1.33 

Non-confrontational audit 

procedures 

4.99 0.94 5.54 1.03 5.24 1.02 

Confrontational audit 

procedures 

4.82 0.96 4.69 1.01 4.76 0.98 

Panel B : Inventory       

Perceived fraud risk 4.32 1.37 4.47 1.33 4.39 1.36 

Perceived error risk 5.03 1.34 5.14 1.35 5.08 1.34 

Distrust 4.80 1.15 4.84 1.46 4.82 1.30 

Non-confrontational audit 

procedures  

4.93 1.04 5.52 0.88 5.20 1.01 

Confrontational audit 

procedures 

5.02 1.06 4.74 0.97 4.89 1.03 

Response scales for distrust, confrontational and non-confrontational audit procedures ranged from 1 to 7 

(where 1 refers to high distrust or less important audit procedure, in the respective questions, and 7 refers to low 

distrust, or highly important audit procedure, respectively).  
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Table 3 

Descriptive Statistics – mean (standard deviation) 

 
 Bad debt Inventory 

Australia Egypt Australia Egypt 

Panel A: Dependent variable – Perceived fraud risk 

 

High risk of fraud and 

error 

High accountability 5.05 

(1.22) 

5.72 

(0.88) 

4.67 

(1.41) 

5.59 

(0.90) 

Low accountability 5.11 

(1.02) 

4.79 

(1.04) 

5.19 

(1.25) 

5.07 

(0.91) 

Panel B: Dependent variable – Perceived error risk 

 

Low risk of fraud and 

error 

High accountability 3.29 

(1.02) 

3.40 

(0.96) 

3.50 

(1.20) 

3.70 

(1.01) 

Low accountability 3.73 

(0.98) 

3.50 

(0.97) 

3.84 

(0.89) 

3.53 

(1.12) 

Panel C: Dependent variable – Distrust 

 

High risk of fraud and 

error 

High accountability 5.23 

(0.95) 

5.72 

(0.91) 

5.23 

(1.46) 

5.56 

(0.94) 

Low accountability 5.14 

(1.14) 

5.79 

(1.25) 

5.47 

(1.15) 

5.69 

(1.24) 

Panel D: Dependent variable – Non-confrontational audit procedures 

 

Low risk of fraud and 

error 

High accountability 4.88 

(1.11) 

4.73 

(1.00) 

4.26 

(1.49) 

5.23 

(1.24) 

Low accountability 4.35 

(1.10) 

4.22 

(1.12) 

5.11 

(0.84) 

4.12 

(1.35) 

Panel E: Dependent variable – Confrontational audit procedures 

 

High risk of fraud and 

error 

High accountability 4.59 

(1.20) 

5.28 

(1.36) 

4.90 

(1.13) 

5.13 

(1.39) 

Low accountability 4.64 

(1.16) 

4.76 

(1.36) 

4.67 

(1.23) 

4.93 

(1.09) 

 

Low risk of fraud and 

error 

High accountability 4.35 

(1.14) 

5.17 

(1.16) 

4.88 

(1.08) 

5.57 

(1.46) 

Low accountability 4.46 

(0.98) 

3.31 

(1.34) 

4.76 

(1.13) 

3.78 

(1.22) 
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Table 4 

Cultural scores 

 
 (Hofstede’s score 1988) The current study (2008) 

Cultural dimensions Arab Australia Egypt Australia 

Power distance 80 36 66 -3 

Individualism 38 90 30 99 
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Table 5 

Accountability manipulation check 
 Australia Egypt Overall 

 Low 
Acc+ 

High 
Acc 

t-test Low 
Acc+ 

High 
Acc 

t-test Low 
Acc+ 

High 
Acc 

t-test 

1. Indicate the amount of pressure you felt 

when making your decision regarding cases 
one, two and three. 

3.18 3.88 3.14*** 3.95 5.16 3.52*** 3.40 4.32 -

5.04*** 

2. How motivated you were to perform 

well on the task. 

 

3.75 5.19 6.58*** 4.22 5.44 4.07*** 3.72 5.28   -

9.85*** 

Higher scores indicate higher pressure and motivation to perform well on the task. 

+Acc = accountability 

***   Statistically significant (1% level). 
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Table 6 

Comparison between Australian and Egyptian auditors t-test for professional 

scepticism 
 

 Australia Egypt Australia – Egypt 

Panel A : Bad debt N Mean Std 

Dev 

N Mean Std 

Dev 

Differences t-test 

Perceived fraud risk 146 4.32 1.33 123 4.36 1.37 -0.04 -0.22 

Perceived error risk 146 4.90 1.13 123 5.11 1.27 -0.21 -1.38 

Distrust 146 4.51 1.13 123 4.62 1.53 -0.11 -0.64*** 

Non-confrontational 

audit procedures 

146 4.98 0.94 123 5.55 1.03 -0.57 -4.53*** 

Confrontational audit 

procedures 

146 4.81 0.96 123 4.69 0.09 0.12 1.02 

Panel B: Inventory         

Perceived fraud risk 146 4.32 1.37 123 4.47 1.33 -0.15 -0.94 

Perceived error risk 146 5.03 1.34 123 5.14 1.35 -0.11 -0.63 

Distrust 146 4.80 1.15 123 4.84 1.46 -0.04 -0.23 

Non-confrontational 

audit procedures 

146 4.93 1.04 123 5.51 0.87 -0.58 -4.91*** 

Confrontational audit 

procedures 

146 5.02 1.06 123 4.73 0.97 0.29 2.28** 

*** Statistically significant (1% level, two-tailed). 

** Statistically significant (5% level, two-tailed). 
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Table 7: Professional Scepticism 

MANOVA results (Multivariate Tests) 

Source of Variance Wilks’ Lambda F 

Independent Variables Bad debt Inventory Bad debt Inventory 

Fraud/error risk 0.626 0.716 27.98*** 18.560*** 

Culture 0.854 0.884 8.01*** 6.149*** 

Accountability 0.860 0.840 7.62*** 8.883*** 

Knowledge  0.843 0.810 1.37** 1.687*** 

Fraud/error risk*Accountability 0.852 0.895 8.14*** 5.501*** 

Culture*Accountability 0.907 0.915 4.82*** 4.337*** 

Accountability*Knowledge 0.829 0.894 1.50** 0.890 

Fraud/error risk*Culture 0.903 0.900 5.03*** 5.191*** 

Fraud/error risk*Knowledge 0.880 0.811 1.02 1.678*** 

Culture*Knowledge 0.847 0.791 1.32* 1.892*** 

 *** Statistically significant (1% level, one-tailed). 

** Statistically significant (5% level, one-tailed). 

* Statistically significant (10% level, one-tailed). 
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Table 8: Dependent: Professional scepticism - Univeriate Results 

   Bad Debt Inventory 

Model DV DF SS MS F SS MS F 

 FR 30 246.797 8.227 8.178*** 190.386 6.346 5.011*** 

 ER 30 110.857 3.695 3,232*** 119.811 3.994 2.623*** 

 Distrust 30 106.517 3.551 2.311*** 105.753 3.525 2.423*** 

 Non-con 30 109.956 3.665 5.176*** 121.577 4.053 6.356*** 

 Con 30 73.753 2.458 3.169*** 92.281 3.076 3.835*** 

Independent variables         

Fraud/error risk FR 1 132.93 132.93 132.15*** 102.655 102.655 81.060*** 

 ER 1 52.995 52.995 46.347*** 43.467 43.467 28.547*** 

 Distrust 1 20.312 20.312 13.218*** 11.937 11.937 8.203*** 

 Non-con 1 11.285 11.285 15.938*** 3.378 3.378 5.299** 

 Con 1 7.492 7.492 9.658*** 10.032 10.032 12.509*** 

Culture FR 1 1.736 1.736 1.726* 6.362 6.362 5.023** 

 ER 1 3.314 3.314 2.898** 3.861 3.861 2.535* 

 Distrust 1 5.518 5.518 3.591** 2.713 2.713 1.856* 

 Non-con 1 21.230 21.230 29.983*** 12.121 12.121 19.012*** 

 Con 1 0.045 0.045 0.059 0.430 0.430 0.536 

Accountability FR 1 0.161 0.161 0.160 0.465 0.465 0.367 

 ER 1 2.113 2.113 1.848* 0.011 0.011 0.007 

 Distrust 1 16.265 16.265 10.585*** 21.794 21.794 14.978*** 

 Non-con 1 16.944 16.944 23.929*** 17.871 17.871 28.029*** 

 Con 1 20.395 20.395 26.289*** 12.063 12.063 15.041*** 
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Table 8: Dependent: Professional scepticism - Univeriate Results (cont.) 

 

   Bad Debt Inventory 

 DV DF SS MS F SS MS F 

Knowledge  FR 6 14.640 2.440 2.426** 11.046 1.841 1.454* 

 ER 6 2.920 0.487 0.426 15.248 2.541 1.669* 

 Distrust 6 15.996 2.666 1.735* 25.438 4.240 2.914*** 

 Non-con 6 2.735 0.456 0.644 6.297 1.050 1.646* 

 Con 6 11.213 1.869 2.409** 12.549 2.091 2.608*** 

Fraud/error risk*Accountability FR 1 10.570 10.570 10.507*** 0.229 0.229 0.181 

 ER 1 3.504 3.504 3.064** 0.556 0.556 0.365 

 Distrust 1 4.363 4.363 2.839** 6.370 6.370 4.377** 

 Non-con 1 9.152 9.152 12.925*** 13.502 13.502 21.177*** 

 Con 1 4.347 4.347 5.603*** 8.887 8.887 11.081*** 

Culture*Accountability FR 1 6.038 6.038 6.003*** 8.849 8.849 6.987*** 

 ER 1 0.441 0.441 0.386 16.640 16.640 10.928*** 

 Distrust 1 27.078 27.078 17.622*** 13.102 13.102 9.004*** 

 Non-con 1 1.330 1.330 1.878* 0.670 0.670 1.050 

 Con 1 0.086 0.086 0.111 3.127 3.127 3.899** 

Accountability*Knowledge FR 6 7.162 1.194 1.187 3.799 0.633 0.500 

 ER 6 17.984 2.997 2.621*** 8.633 1.439 0.945 

 Distrust 6 1.974 0.329 0.214 5.724 0.954 0.656 

 Non-con 6 10.609 1.768 2.497** 6.795 1.133 1.776* 

 Con 6 1.939 0.323 0.417 4.549 0.758 0.945 

Fraud/error risk*Culture FR 1 2.454 2.454 2.440* 5.509 5.509 4.350** 

 ER 1 10.108 10.108 8.840*** 3.859 3.859 2.535* 

 Distrust 1 10.216 10.216 6.648*** 9.795 9.795 6.731*** 

 Non-con 1 1.156 1.156 1.633* 6.359 6.359 9.974*** 

 Con 1 3.710 3.710 4.782** 0.421 0.421 0.525 
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Table 8: Dependent: Professional scepticism - Univeriate Results (cont.) 

 

   Bad Debt Inventory 

 DV DF SS MS F SS MS F 

Fraud/error risk*Knowledge FR 6 6.007 1.001 0.995 9.944 1.657 1.309 

 ER 6 10.702 1.784 1.560* 16.226 2.704 1.776* 

 Distrust 6 11.581 1.930 1.256 29.667 4.944 3.398*** 

 Non-con 6 1.131 0.188 0.266 5.573 0.929 1.457* 

 Con 6 2.329 0.388 0.500 3.193 0.532 0.664 

Culture*Knowledge FR 6 10.633 1.772 1.762* 6.674 1.112 0.787 

 ER 6 6.388 1.065 0.931 13.362 2.227 1.463* 

 Distrust 6 10.426 1.738 1.131 25.161 4.194 2.882*** 

 Non-con 6 7.476 1.246 1.760+ 4.587 0.765 1.199 

 Con 6 4.708 0.785 1.012 17.748 2.958 3.688*** 

Error FR 238 239.419 1.006  301.406 1.266  

 ER 238 272.140 1.143  362.390 1.523  

 Distrust 238 365.721 1.537  346.321 1.455  

 Non-con 238 168.522 0.708  151.743 0.638  

 Con 238 184.637 0.776  190.876 0.802  
*** Statistically significant (1% level, one-tailed). 

** Statistically significant (5% level, one-tailed). 

* Statistically significant (10% level, one-tailed). 

+ Sensitivity test was undertaken and accordingly, no post hoc undertaken because the interaction was not significant when knowledge classified as high and low. 

-Professional scepticism is measure by perceived fraud risk (FR), perceived error risk (ER), distrust, non-confrontational audit procedures (non-con) and confrontation audit 
procedures (con). 
 

,
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Table 9: Professional scepticism 

Simple Effects and Pairwise Comparison 

 Bad debt 

Dependents  FR ER Distrust Non-Con Con 

Source DF SS F  SS F  SS F  SS F  SS F  

High Accountability            

High vs. low risk of fraud & 
error 

1 135.77 124.59*** 13.71 11.37*** 0.94 0.57 0.37 0.45 1.20 1.50 

Low Accountability            

High vs. low risk of fraud & 
error 

1 60.64 55.64*** 43.57 36.14*** 19.58  11.98*** 28.09 34.46 19.72 24.75 

Australian culture            

High vs. low risk of fraud & 
error 

1 88.63 79.66*** 12.31 10.29*** 1.53 0.90 16.35 18.26 20.09 22.57 

Egyptian culture            

High vs. low risk of fraud & 
error 

1 102.64 92.25 50.88 42.52*** 20.83 12.29*** 4.97 5.56 1.39 1.57 

Australian group            

High vs. low Accountability 1 1.16 0.64 NS NS 0.17 0.11 8.88 10.64 NS NS 

Egyptian group            

High vs. low Accountability 1 7.14 3.96** NS NS 46.20 28.80*** 28.56 34.22 NS NS 

High vs. low knowledge            

 Australian  1 5.58 3.10* NS NS NS NS NS NS NS NS 

 Egyptian 1 3.26 1.81 NS NS NS NS NS NS NS NS 

High vs. low knowledge            

High fraud and error risk NS NS NS 0.86 0.71 NS NS NS NS NS NS 

Low fraud and error risk NS NS NS 5.96 4.91** NS NS NS NS NS NS 

Accountability (high vs. low)            

High knowledge  NS NS NS 2.50 1.78 NS NS 23.70 25.69*** NS NS 

Low knowledge  NS NS NS 5.21 3.70* NS NS 10.01 10.86*** NS NS 
NS - no significant interaction. 
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Table 9: Professional scepticism –(Con-) 

Simple Effects and Pairwise Comparison 

 Inventory 

Dependents  FR ER Distrust Non-Con Con 

Source DF SS F  SS F  SS F  SS F  SS F  

High Accountability            

High vs. low risk of fraud & 
error 

NS NS NS NS NS 1.39 0.87 0.07 0.09 0.17 0.18 

Low Accountability            

High vs. low risk of fraud & 
error 

NS NS NS NS NS 7.72 4.85** 30.50 39.35*** 25.06 27.71*** 

Australian culture            

High vs. low risk of fraud & 
error 

1 56.44 43.79*** 15.05 9.11*** 0.03 0.02 22.17 25.79*** NS NS 

Egyptian culture            

High vs. low risk of fraud & 
error 

1 92.17 71.51*** 28.44 17.20*** 4.62 2.74* 0.74 0.86 NS NS 

Australian group            

High vs. low Accountability 1 5.37 2.97* 9.38 5.36** 1.16 0.73 NS NS 3.26 3.38* 

Egyptian group            

High vs. low Accountability 1 5.30 2.93* 8.78 5.02** 31.42 19.85*** NS NS 19.10 19.81*** 

High vs. low knowledge            

 Australian   NS NS 4.82 2.70* 0.05 0.03 NS NS 1.06 1.04 

 Egyptian  NS NS 2.15 1.20 5.09 3.02* NS NS 12.02 11.79*** 

High vs. low knowledge            

High fraud and error risk 1 NS NS 8.86 5.45** NS NS NS NS NS NS 

Low fraud and error risk 1 NS NS 0.73 0.45 NS NS NS NS NS NS 
*** Statistically significant (1% level, two-tailed). 

** Statistically significant (5% level, two-tailed). 

* Statistically significant (10% level, two-tailed). 

NS - no significant interaction. 

There was no significant result with respect to the interaction between accountability and knowledge in Inventory case. 
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Notes 

                                                           
1
 High professional scepticism is related to less experience. Audit experience is measured according to the 

number of years. 

 
2
 Hofstede (1980) and Hofstede and Bond (1988) have argued that there are five discrete dimensions of culture 

that differed across countries: individualism (the extent to which people are oriented towards self-interest versus 

an orientation towards the interest of a wider group of which they are a part), uncertainty avoidance (the extent 

to which people seek to minimise uncertainty versus the extent to which they are tolerant of ambiguity), power 

distance (the extent to which relationships between superior and subordinate are distant and formal versus close 

and informal), masculinity (the extent to which success is defined in terms of assertiveness, challenge and 

ambition, rather than in terms of caring and nurturing), and long term (willingness of individuals to support each 

other, keeping relationships and having a sense of shame).  

 
3
 For example, to a supervisor who prefers to consider a client as a non-error client, explanations by auditors for 

fluctuations of balances are likely to be acceptable without any consideration of fraud or errors as alternative 

explanations (Hirst & Koonce, 1995).  

 
4
 The current study divides audit procedures into (1) confrontational (i.e., inquiries and/or discussing with 

clients) and (2) non-confrontational (i.e., physical examination, confirmation, recalculation, and analytical 

procedures). 

 
5
 The use of individual scores was not appropriate because the study examines differences at the cultural level 

rather than the individual level following Hofstede (1980). An alternative research program could have been to 

approach the issue from a psychological perspective where there is a substantial body of work (e.g. 

REFERENCES) but that has not been followed as this research is designed to help auditors to address across 

country audits in the context of different cultural backdrops for each cooperating country.  

 
6
 There is no manipulation check for the risk of fraud and error because they are measured as dependent 

variables. 


