Journal of Accounting Advances, (2024) 16(1): 1-28

Doi: 10.22099/jaa.2024.50442.2432

Journal of Accounting Advances (JAA)
Journal homepage: www.jaa.shirazu.ac.ir/?lang=en

The Impact of Personal and Organizational VVariables on the
Predisposition of Independent Auditors toward Handling

Self-Made Errors

Dr. Fahime Ebrahimi*, Dr. Amin Rostami?

1. Assistant Professor of Accounting, Jahrom University, Jahrom, Iran. febrahimi@Jahromu.ac.ir
2. Assistant Professor of Accounting, University of Isfahan, Isfahan, Iran. a.rostami@ase.ui.ac.ir

ARTICLE INF

ABSTRACT

Received: 2024-06-10
Last Revision: 2024-10-12
Accepted: 2024-10-16

* Corresponding author:

Dr. Fahime Ebrahimi

Assistant Professor of
Accounting, Jahrom
University, Jahrom, Iran

Email:
febrahimi@jahromu.ac.ir

Abstract Errors occur at all levels of an audit team, and the way
auditors manage their own errors plays a crucial role in
enhancing audit quality. This study aims to examine the effect of
personal and organizational factors on the predisposition of
independent auditors toward handling self-made errors,
considering the moderating role of their perception of the audit
firm’s organizational error management climate. The statistical
population of this research includes auditors working in the
Audit Organization or audit firms that are members of the
Iranian Association of Certified Public Accountants. Data was
collected using a survey method through a standard
questionnaire, with responses from 178 auditors in 2023.
Structural equation modeling (SEM) using the partial least
squares (PLS) method was applied for data analysis. The results
of the hypothesis test indicate that the constructs of resilience,
self-efficacy, independence commitment, and auditors’
perception of the audit firm’s organizational error management
climate have a positive and significant effect on auditors’
predisposition toward handling self-made errors. Additionally,
auditors’ perception of the audit firm's error management
climate moderates the effects of resilience and self-efficacy on
their predisposition toward handling self-made errors. The
findings suggest that by enhancing resilience and self-efficacy
among independent auditors and improving the organizational
error management climate within audit firms, the foundations for
higher audit quality can be strengthened.
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1. Introduction

Errors can arise at various levels within an audit team, ranging from
junior staff to senior auditors. These errors, defined as unintentional
deviations from plans and objectives, are typically categorized into two
types: mechanical and conceptual. Auditor errors significantly impact
audit quality and increase the likelihood of issuing an improper audit
opinion.

Recently, the concept of error management has gained attention in
accounting as a strategy to enhance audit quality. Error management
operates at both the individual and organizational levels:

e At the individual level, auditors are encouraged to actively
acknowledge, analyze, and correct self-made errors while learning from
them to prevent recurrence.

o At the organizational level, audit firms must cultivate a culture
that promotes error prevention and structured error handling.

The response of senior managers to auditor errors plays a key role in
shaping the firm’s error management climate, which refers to established
procedures, practices, and attitudes toward errors and their resolution. An
auditor’s predisposition to address self-made errors is critical to ensuring
audit quality and adherence to professional standards.

This study examines the impact of resilience, self-efficacy, and
independence commitment on auditors' predisposition to handle self-
made errors, considering the moderating effect of perceived error
management climate within audit firms.

2. Research Hypotheses

Based on theoretical foundations and prior research, the following
hypotheses are proposed:

e H1: Resilience positively influences independent auditors’
predisposition toward handling self-made errors.

e H2: Self-efficacy positively influences independent auditors’
predisposition toward handling self-made errors.

e H3: Independence commitment positively influences independent
auditors’ predisposition toward handling self-made errors.

e H4: Independent auditors’ perception of an open error
management climate in their firm positively influences their



predisposition toward handling self-made errors.

e H5: The auditors’ perception of the firm’s error management
climate moderates the effect of resilience on their predisposition toward
handling self-made errors.

e H6: The auditors’ perception of the firm’s error management
climate moderates the effect of self-efficacy on their predisposition
toward handling self-made errors.

e H7: The auditors’ perception of the firm’s error management
climate moderates the effect of independence commitment on their
predisposition toward handling self-made errors.

3. Research Method

This study follows a quantitative, survey-based approach. The
statistical population consists of auditors from the Audit Organization or
audit firms affiliated with the Iranian Association of Certified Public
Accountants. Data was collected from 178 auditors in 2023 using a
structured questionnaire.

The questionnaire included two sections:

e Section A: Demographic information (e.g., gender, age, work
experience, position, education).

e Section B: Constructs related to auditors’ predisposition toward
handling self-made errors, resilience, self-efficacy, independence
commitment, and their perception of the firm’s error management
climate.

Measurement tools:

« Predisposition toward handling self-made errors — Adapted from
Gronewold & Donle (2011) (four dimensions: analyzing, learning,
communicating, and error competence).

« Resilience — Campbell-Sills & Stein (2007) (10-item scale).

o Self-efficacy — Schwarzer & Jerusalem (1995) (10-item scale).

e Independence commitment — Tuan Mansour et al. (2020) (4-item
scale).

e Perceived error management climate — Gronewold & Donle
(2011) (moderator variable, 15-item scale covering discussing errors,



providing support, analyzing errors, and corrective actions).

Data analysis was conducted using partial least squares structural
equation modeling (PLS-SEM) via SmartPLS 3 to assess the research
model and hypotheses.

4. Results

The structural model was evaluated using path coefficient
significance, coefficient of determination (R2), and variance inflation
factor (VIF). Key findings:

o HI1: Resilience positively influences auditors’ predisposition
toward handling self-made errors (= 0.340, t= 4.579, p-value< 0.05).

e H2: Self-efficacy positively influences auditors’ predisposition
toward handling self-made errors (B=0.167, t= 1.985, p-value< 0.05).

e H3: Independence commitment positively influences auditors’
predisposition toward handling self-made errors (= 0.175, t= 2.011, p-
value< 0.05).

e H4: The perception of an open audit firm error management
climate positively influences auditors’ predisposition toward handling
self-made errors (= 0.366, t= 5.627, p-value< 0.05).

o H5: Perception of the error management climate moderates the
relationship between resilience and auditors’ predisposition toward
handling self-made errors (B=0.311, t= 3.293, p-value< 0.05).

e H6: Perception of the error management climate moderates the
relationship between self-efficacy and auditors’ predisposition toward
handling self-made errors (B= 0.256, t= 3.070, p-value< 0.05).

e« H7: No significant moderating effect of error management
climate was observed in the relationship between independence
commitment and auditors’ predisposition (= 0.041, t= 0.509, p-value>
0.05).

5. Discussion and Conclusion

This study explored the interplay between personal and
organizational factors influencing auditors' predisposition toward
handling self-made errors. The findings highlight the significant role of
resilience, self-efficacy, and independence commitment in fostering a
proactive error management approach among independent auditors.



Additionally, audit firm leadership plays a vital role in shaping the
error management climate, affecting auditors' willingness to address and
learn from their errors. While resilience and self-efficacy are amplified
by a supportive error management environment, independence
commitment appears less affected.

For future research, alternative measures of error management
climate shou 1d be explored to further assess their influence on auditors’
performance in different organizational settings.

Keywords: Auditors’ errors, Resilience, Self-efficacy, Independence
commitment, Audit firm error management climate.
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