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Abstract 

Title: Negotiation and auditing self-efficacy's effect on auditor objectivity - negotiation strategy 

functioning as a mediator 

  
Level: Final assignment for Bachelor Degree in Business Administration 

  
Author: Robert Winter, Xinmei Weng 

  
Supervisor: Jan Svanberg 

  
Date: 2015-05 

  
Aim: Auditor objectivity in the auditing process is an important part of the IASB and FASB 

framework as well as in the SOX act. It is unclear whether auditor’s self-efficacy through selection 

of negotiation strategy affect the auditor’s objectivity. The purpose of the study is to improve the 

understanding of what impacts auditor objectivity and as a result show new strategies on how to 

increase it. 

  
Method: Deductive approach with a literature review as secondary data and a web-based 

questionnaire carried out among 3,264 Swedish auditors as primary data. Analysis was done with 

partial least squares structural equation modeling (PLS-SEM) and reported in the SmartPLS and 

SPSS software. 

  
Result & Conclusions: Prior negative negotiation experiences have a detrimental effect on both 

distributive and integrative negotiation self-efficacy. Distributive negotiation self-efficacy and 

auditing self-efficacy increase objectivity mainly through the mediation of contending strategy. No 

relationship between integrative negotiation self-efficacy and negotiation strategy or auditor 

objectivity was found, possibly due to weak theoretical constructs. No causal claims are posed on 

these relations. Bandura’s four main sources of influence on self-efficacy can be considered as 

guides on how to shield the auditor from the detrimental effect of failures and build up self-efficacy 

to perform better in negotiation. 

  
Suggestions for future research: Develop stronger constructs for PNE, ISE and expanding-the-

agenda-of-issues strategy. Using multiple imputation instead of mean replacement for missing data 

is highly recommended. Gather at least 400 responses in order to gain stronger statistical power. 

Introduce a prior auditing experiences construct for ASE to raise awareness of potential differences 

in how prior experiences affect DSE, ISE and ASE. 

 

Contribution of the thesis: This paper uniquely contributes to the literature on factors influencing 

auditor objectivity. Its main use to auditors, accounting legislators, researchers etc. at the moment is 

to add to the discussion about objectivity. 

  
Keywords: auditor objectivity, prior experiences, negotiation self-efficacy, auditing self-efficacy, 

distributive strategy, integrative strategy
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Preface 
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Without further ado we would like to thank all the auditors out there who could and wanted to take 

time from their really busy schedule to participate in our study. We know they receive tons of 
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somehow sometime. We would also like to thank our supervisor Jan Svanberg and our examinator 

Stig Sörling who both pointed us in the right direction when needed on separate locations during 

our journey. Our fellow peers who also wrote their thesis in accounting during the same period 

played an important part as well in giving advice on our work in the seminars and should be 

thanked as well. 

 

We hope that you will find this text rewarding and that it has opened up an important new 

discussion area around the subject of auditor objectivity. Much still needs to be done and we have 

only scraped on the surface. 
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Chapter 1. Introduction 

 

This chapter briefly describes the background of our research subject, then discusses the research 

problem and puts forward the research questions in order to make clear what the research objective 

is. The research delimitations and disposition are considered at the end. 

 

 

1.1 Background 

Auditors are playing an increasingly important role in monitoring the corporations’ operations 

through their reports in order to strengthen corporate governance and protect the interests of 

stakeholders. The IASB and FASB framework propose that accounting should “provide an 

objective view of the performance and position of a reporting entity” (Deegan & Unerman, 2011, p. 

227), which implies that auditors should issue an objective report and that auditor objectivity is 

essential to make sure of good audit quality. How to foster auditor objectivity and what kind of 

factors that may impair it have been considered and studied by corporations, independent 

researchers, practitioners and regulators. 

 

A considerable number of researchers have probed the different factors affecting auditor objectivity 

from both financial incentives and social incentives (Salterio, 1996; Bamber & Iyer, 2007; Herda & 

Lavelle, 2013). Antle and Nalebuff (1991) discussed how auditor performance in auditor-client 

negotiation could affect the objectivity of financial statements because negotiation was involved in 

the whole auditing process, such as confirmation of financial report, accounting disclosure, audit-

fees settlement etc. They regarded audited financial statements as the product of the auditor-client 

negotiation process. Gibbins and Salterio (2000) introduced a cognitive model for the auditor’s 

negotiation strategy and defined three principal factors that impact it: (1) individual issue 

assessment, (2) auditor motivation and (3) auditor relative bargaining power. Gibbins, Salterio and 

Webb (2001) found that auditor-client negotiation could impact the financial statements, that the 

negotiation is more distributive than integrative and that accounting expertise plays an important 

role in the negotiation. Gibbins, McCracken and Salterio (2010) found a relationship between 

choice of negotiation strategy, with focus on five auditor-client negotiation tactics which are 

embodied in distributive and integrative strategy respectively, and both client flexibility and 

relationship. 
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After Bandura (1997) developed his own social cognitive theory and noted that self-efficacy as an 

individual’s belief in one’s own ability could be a motivational factor for the individual’s 

performance and that past experiences could influence the individual’s self-efficacy, several 

researchers have agreed that the negotiator’s self-efficacy could affect their own performance 

(O’Connor & Arnold, 2001; Sullivan, O’Connor & Burris, 2006). Several studies have examined if 

auditor self-efficacy is a factor affecting auditor performance during the negotiation process (e.g. 

Iskandar & Sanusi, 2011; Iskandar, Sari, Mohd-Sanusi & Anugerah, 2012; Miles & Maurer, 2012). 

The focus has mostly been on the study of auditor task-related self-efficacy but Miles and Maurer 

(2012) noticed and compared the impact of auditor domain-level self-efficacy, general self-efficacy 

and task-related self-efficacy on the auditor negotiation outcomes and saw a difference. 

 

In order to avoid the misconduct of significant issues in audit, as Michael Izza (ICAEW’s chief 

executive) said in Odell’s report (2015, January 30), current ruling indicates that there is a need for 

greater clarity in the accountancy profession with regard to their public interest responsibility. After 

the essentiality of auditor objectivity had been established in the Sarbanes-Oxley Act of 2002 in the 

wake of the Enron scandal, auditor objectivity has been much more emphasized and studied not 

only in the real audit but also in the theoretical research. 

 

1.2 Problem discussion 

Gibbins and Salterio (2000) examined a variety of (direct and indirect) motivational factors that 

could impact the auditor’s selection of negotiation strategies, including the auditor’s desire to reach 

an agreement, monetary incentives, time/deadline pressure, auditor risk considerations and auditor 

accountability. They did not mention self-efficacy as such but touched on the subject in the 

principal factor auditor relative bargaining power where they mentioned expertise as a factor that 

could influence negotiation strategy. Self-efficacy in relation to expertise means how one perceives 

one’s own expertise in an area/domain (Bandura, 1988; Bandura 1997). If self-efficacy is a 

motivational factor as Bandura (1997) mentions it could mean that auditor self-efficacy has an 

impact on the auditor’s performance and objectivity. 

 

Several studies have found a connection between different aspects of self-efficacy and negotiation 

strategy. According to Arnold and O’Connor (2006) and Sullivan et al. (2006), negotiation self-

efficacy has an impact on strategy choice. Field, Tobin and Reese-Weber (2014) found a connection 

between social self-efficacy and negotiation strategy.  Other similar findings are Miles and LaSalle 
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(2008) who found a relation between negotiation self-efficacy and negotiation performance and 

Iskandar et al. (2012) who found a relation between self-efficacy and audit judgment performance. 

Miles and Maurer (2012) raised an important question in regard to the impact of self-efficacy on 

negotiation in their research. They looked at general self-efficacy (one’s own overall belief of 

capability for dealing with all kind of things in life), domain negotiation self-efficacy (one’s own 

belief of performance within an entire definable domain and not just a specific situation) and task-

specific negotiation self-efficacy (one’s own belief of future performance in a specific task) and 

how they could predict negotiation outcomes. Their results show that domain level self-efficacy is a 

good predictor of negotiation outcome while task-specific and general self-efficacy is not, although 

they mentioned that in earlier research task-specific self-efficacy could predict better when it comes 

to simple tasks. They conclude that domain self-efficacy is a better choice when dealing with such 

complex tasks as negotiations. There is a clear connection between negotiation domain self-efficacy 

and negotiation strategy but what about auditing domain self-efficacy? Is it possible that an 

auditor’s self-efficacy when it comes to auditing in general has an impact on negotiation strategy as 

well? Bandura (1997) noted that specific self-efficacy directed which activities individuals would 

pursue and how well they performed the activities. From these aspects, it would be interesting to 

find out if the auditor’s self-efficacy affects the choice of negotiation strategy. 

 

Knechel, Krishnan, Pevzner, Shefchik and Velury (2013) reviewed the current research on audit 

quality and came to the conclusion that negotiation strategy has an impact on the outcome, but does 

it mean that negotiation strategy has a connection to objectivity? Antle and Nalebuff (1991) pointed 

out that auditor-client negotiation begun when the partners (auditor and client) disagreed on the 

client’s financial statements. The auditor might revise the statement according to own will after the 

negotiation or, which in the end could lead to an unqualified and non-objective financial statement, 

give in to the client’s will. Sufficient self-efficacy could, in our opinion, be the key here to employ 

suitable negotiation strategies in order to gain the upper hand and a successful outcome. This means 

a possibility that negotiation strategy has a connection with both auditor self-efficacy and auditor 

objectivity. Moreover, Gibbins et al. (2001) found a strong association between ethical 

considerations and negotiation process and outcome as well as between legal considerations and 

negotiation issue, process and outcome. Both ethical and legal considerations should be important 

to the auditor’s objectivity in the end and therefore strengthens the possible connection between 

negotiation strategy and objectivity. 
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Another interesting aspect connected to negotiation domain self-efficacy is what O’Connor and 

Arnold (2001) call the distributive spiral. What it means is that negotiation failures can lead to 

negative effects like being less likely to want to work with the other part again, planning to share 

less information, behaving less cooperatively and losing faith in the negotiation process and in the 

end leading to a more distributive strategy behaviour (ibid.). Losing faith in the negotiation process 

due to prior negative experiences implies that entering this distributive spiral may lead to 

detrimental effects on negotiation self-efficacy. This follows Bandura (1994; 1997) who wrote that 

past experiences can impact self-efficacy. 

 

Our aim here is to see if auditing domain self-efficacy as well as negotiation domain self-efficacy 

directs the auditor’s choice of negotiation strategy and if the chosen strategy has any connection to 

auditor objectivity. The literature indicates that it might be the case but no previous research that we 

can find has been done on this specific question. The connection between prior negotiation 

experiences and negotiation self-efficacy will also be looked into. 

 

1.3 Research question 

The preceding problematization boils down to the following four questions: 

 

1. Do prior negative negotiation experiences lead to detrimental effects on negotiation domain 

self-efficacy? 

2. Does auditing domain self-efficacy affect auditor objectivity through its influence on the 

auditor's selection of negotiation strategies? 

3. Does negotiation domain self-efficacy affect auditor objectivity through its influence on the 

auditor's selection of negotiation strategies? 

4. If there are such relationships, in what way do the two different areas of domain-level self-

efficacy affect auditor objectivity through the auditor's selection of negotiation strategies? 

 

1.4 Research objective 

The purpose of the study is to improve the understanding of what impacts auditor objectivity and as 

a result show new strategies on how to increase it. 
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1.5 Delimitation 

The focus is on auditor objectivity which is supposed to be indirectly affected by the auditor’s 

domain-level self-efficacy in both auditing and negotiation. The research is designed from the 

auditor’s side although negotiation involves two or more parties. Due to time constraints the 

research is only carried out among auditors in Sweden. 

 

1.6 Abbreviations 

ANOVA Analysis Of Variance 

ASE         Auditing Self-Efficacy 

AVE Average Variance Extracted 

CB-SEM Covariance Based Structural Equation Modeling 

CFA Confirmatory Factor Analysis 

DSE         Distributive Self-Efficacy 

DV Dependent Variable 

FAR Föreningen Auktoriserade Revisorer 

FASB Financial Accounting Standards Board 

HTMT Heterotrait-Monotrait Ratio 

IASB International Accounting Standards Board 

ICAEW Institute of Chartered Accountants in England and Wales 

IFRS International Financial Reporting Standards 

IPPF        International Professional Practices Framework 

ISB          Independence Standards Board 

ISE          Integrative Self-Efficacy 

IV Independent Variable 

LV Latent Variable 

MV Manifest Variable 

PLS-SEM Partial Least Squares Structural Equation Modeling 

PNE Prior Negotiation Experiences 

SEM Structural Equation Modeling 

SOX        Sarbanes-Oxley Act 

SRMR Standardized Root Mean Square residual 

VIF Variance Inflation Factor 
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1.7 Disposition 
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Chapter 2. Research Methodology 

 

In this chapter, our research philosophy, approach, choice of method, strategy and time horizon as 

well as the reason behind our choices will be discussed. What we land in is a critical realism 

philosophy with a deductive approach. Our strategy is a survey that uses a single quantitative 

method, questionnaire, with a cross-sectional time horizon. 

 

 

 

Figure 2.1: Research “onion” (Source:  Saunders, Lewis & Thornhill, 2012, p. 128). 

 

Figure 2.1 shows the steps needed before data collection and data analysis begin. It starts by 

deciding what research philosophy to follow, then which approach, strategy and choice and finally 

what time horizon. 

 

2.1 Research philosophy 

Our choice of philosophy is critical realism (Bryman and Bell, 2013; Saunders, Lewis and 

Thornhill, 2012). We believe that there exists a reality out there independent of our perception of it 

but when it comes to our research question we also believe that the data gathered can be 

misinterpreted depending on how we as individuals perceive it. The data gathered will thus be 
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analysed in context of how, when and where it was gathered. Also, since we believe that we are 

value-laden individuals, the reasons for our choices throughout the research will be described so as 

to, according to Saunders et al. (2012, p. 136), give more credibility to this research project. 

 

2.2 Research approach 

Our approach is deduction which starts by reviewing current theory and formulates hypotheses from 

it which can then be tested in order to be confirmed or falsified (Bryman and Bell, 2013; Saunders 

et al., 2012). For deduction there needs to be existing theory that can back up the hypotheses being 

created. In our case this is true enough, meaning that the literature is not extensive on the subject as 

a whole but enough to be able to logically make the connections needed for the creation of our 

hypotheses. Another reason for choosing deduction is that our interest lies more in explaining the 

relationship than understanding it and deduction is better for that. Our conclusion is that deduction 

is the best choice for this research project. 

 

2.3 Research methodological choice 

Our choice of method is what Saunders et al. (2012, p. 164) call a mono method. Quantitative as a 

single method is chosen because it is a systematic and standardized method for judging and 

explaining variables’ variations. Although a mixed method approach probably would be a better 

choice if time allowed, the next best thing is selected so as to deliver as much insight as possible 

according to our earlier choice of approach. With a quantitative method a large amount of data can 

be collected from a big population and compared more easily with statistical tools than with a 

qualitative method. This method also makes it easier to generalise to a big population (Bryman and 

Bell, 2013; Saunders et al., 2012). 

 

2.4 Research strategy 

Our kind of research tends to be explanatory in nature that attempts to establish a causal relationship 

between variables (Saunders et al., 2012, p. 172). Our purpose is towards finding out the 

relationship between variables but not necessarily at a causal level. Considering our research 

questions and objective, research philosophy, approach and purpose as well as time constraint a 

survey strategy using a web-based questionnaire is chosen since that gives a possibility to collect 

quantitative data from a big population relatively easy compared to other strategies (Saunders et al., 

2012, p. 173). This strategy then guides us to analyse the quantitative data with inferential statistics 

and hopefully explain the relationships between the variables (ibid.). 
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2.5 Time horizon 

A study can be either cross-sectional or longitudinal in its time horizon (Bryman and Bell, 2013; 

Saunders et al., 2012). A cross-sectional study gathers data from a fixed point in time while a 

longitudinal study gathers data from two or more different times so as to be able to study the change 

in data over time. A longitudinal study gives a better chance of establishing causal relationships 

since it gives the researcher a possibility to control the variables over time to see the effects they 

have on other variables (ibid.). Since the time available is relatively short a cross-sectional time 

horizon is chosen and establishing causal relationships will therefore not be a priority. 

 

2.6 Data-collection method 

Research data are collected from both primary and secondary sources. As mentioned above, a 

questionnaire is used for our primary data (Saunders et al., 2012, p. 306), which will be described 

and discussed in detail in part 4.1. Because our research is based on existing theory, literature 

review is the secondary data source (Saunders et al., 2012, pp. 306-307). 

 

Besides the recommended articles from our supervisor, the search for literature has been done 

mainly in the following databases: EBSCO, Libris, DIVA, Emerald, Elsevier, Academic Search 

Elite and Wiley. Google Scholar and Google search engine has also been used as a supplement 

when needed. The selection is grounded on various scientific papers and articles, which limits the 

amount of literature involved in self-efficacy or auditor objectivity since some of them are written 

in the form of student essays. The title and abstract is considered in relation to our research 

objective. The following keywords were used: self-efficacy, domain self-efficacy, negotiation 

strategy, distributive strategy, integrative strategy, auditor objectivity and auditor independence. 

 

Since secondary data were originally collected for other purposes than our research objective, some 

of it may not relate to our research. Therefore the reliability and validity of secondary data sources 

need to be validated (Saunders et al., 2012, p. 321-323). The secondary data come mainly from the 

reputable databases mentioned above. In addition, the papers and articles that are used are all 

selected from peer-reviewed journals or books written with strict academic approach such as 

Managerial auditing journal, Journal of accounting research, Journal of experimental social 

psychology etc. Being peer-reviewed makes them more likely to have higher reliability and validity 

(Denscombe, 2000, p. 189). 
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Chapter 3. Literature Review and Hypothesis Development 

 

This chapter goes into details about the concepts on which our research will be based by reviewing 

existing related literature and previous research, and then develops the hypotheses by clarifying the 

relationship between these concepts and our research. 

 

 

3.1 Concepts 

 

3.1.1 Self-efficacy and domain self-efficacy 

Self-efficacy was identified in the Social Cognitive Theory that in itself was derived and developed 

from Social Learning Theory by Albert Bandura in 1986 (Bandura, 1988). In terms of triadic 

reciprocal causation model, the theory explains how human behavior, cognitive, personal factors 

and environmental factors function as the determinants to interact with each other. The theory 

identifies that human self-efficacy, as the central of cognitive-based motivation, strengthens one’s 

capability of the sub-skill because human behavior/performance is not only affected by one’s skills. 

Self-efficacy could be regarded as a vital factor in the self-regulation to influence or realize the 

goals or outcomes of one’s actions (Bandura, 1997). 

 

Self-efficacy is defined as an individual’s belief in one’s capabilities to organize and execute the 

required courses of action to accomplish the desired goal or the prospective outcome (Bandura, 

1988; Bandura, 1997). According to social cognitive theory, not only environmental factors but also 

an individual’s self-efficacy (as a cognitive-based motivational factor) can impact the individual’s 

performance. This can be seen in many ways, for example, the kinds of choices one makes, how 

much effort one will make in an action, how long one will persevere in the face of difficulties and 

failures etc. (Bandura, 1988). In other words, self-efficacy can be viewed as what people think they 

can manage to succeed in a particular situation. People with strong self-efficacy may perform better 

and gain a more successful outcome than people with weaker self-efficacy despite having the same 

skill because their self-efficacy can enhance their problem-solving efforts (ibid.). 

 

Self-efficacy can be divided into three levels: task level, domain level, and general level self-

efficacy (Woodruff & Cashman, 1993; Bandura, 1997). Maurer (2001) explains that task-specific 
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self-efficacy, meaning one’s own belief of future performance in a specific task, is the most 

common and widely used approach. Domain self-efficacy involves one’s own belief of performance 

within an entire definable domain and not just a specific situation. It might be the domain of 

negotiation, auditing or something totally different such as driving a car. General self-efficacy on 

the other hand includes one’s own overall belief of capability for dealing with all kind of things in 

life, no particular domain or task, just life in general. 

 

3.1.2 Past experiences 

Bandura (1994; 1997) summarizes four main sources of influence which develop an individual’s 

self-efficacy: mastery experiences (i.e. previous performances/past experiences), vicarious 

experiences, verbal persuasion, and physiological feedback. “Mastery experiences are the most 

influential source of efficacy information because they provide the most authentic evidence of 

whether one can muster whatever it takes to succeed. Success builds a robust belief in one’s 

personal efficacy. Failures undermine it, especially if failures occur before a sense of efficacy is 

firmly established” (Bandura, 1997, p. 80). It means that past positive and negative experiences can 

influence an individual’s self-efficacy to perform in a particular domain in the future. If the 

individual performs successfully in the domain, the self-efficacy will be strengthened. On the 

contrary, the individual’s self-efficacy may be weakened if failures are experienced which was 

shown by O’Connor and Arnold (2001) in the case of negotiation failures. An individual’s self-

efficacy can therefore be affected by prior experiences. 

 

3.1.3 Negotiation strategy 

Negotiation is broadly defined by Murnighan and Bazerman (1990, p. 642) as “any context in which 

two or more parties with differing preferences jointly make decisions that affect the welfare of both 

(all) parties”. Gibbins et al. (2001) describe that negotiation is a process which begins with the 

negotiation issue, contains various choices and activities, and finally comes to a result/outcome. 

Negotiation could then be viewed as a process in which a joint decision is made by two or more 

parties having different preferences. The parties attempt to reach a mutual agreement to meet their 

contradictory demands by a process of making concessions or searching for new alternatives. The 

negotiation strategies employed by the parties accordingly appear to be important for both sides in 

gaining an outcome as good as possible. In previous negotiation literature, negotiation strategies are 

generally divided into two categories: distributive (win-lose) and integrative (win-win) (Sullivan et 

al., 2006; Gibbins et al., 2010). 
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Distributive strategy means that negotiation parties employ a strategy which leads to a direct 

conflict between the parties’ interests because resources negotiated are limited and fixed (Sullivan 

et al., 2006), just like a cake which two parties struggle to get the most of. This usually results in an 

outcome where one party gains and one party loses or both end up with losing positions (Gibbins et 

al., 2010). Distributive negotiation strategies are the most common and Gibbins et al. (ibid.) classify 

them into three groups: 

 

1. Contending strategy: aims to irritate the other party to make concessions and/or resist 

similar efforts by the other party, in other words, an aggressive tactic. 

2. Conceding strategy: predisposes one party to provide less benefit for oneself and then more 

benefit for the other party in the negotiation. The opposite of contending strategy. 

3. Compromising strategy: combines the contending and conceding negotiation strategies, 

where both parties move towards compromising positions from their ideal positions.  

 

Integrative strategy attempts to “find a means by which the parties can make tradeoffs or jointly 

solve problems to the mutual benefit of both parties” (Bazerman, 1986 in Gibbins et al., 2010, p. 

581), a solution where no one loses and both parties are better off. The strategies consist of two 

main groups according to Gibbins et al. (2010): 

 

1. Problem-Solving strategy: involves learning about both parties’ underlying motivations and 

interests and identifies new solutions to fulfil that. The example from Gibbins et al. (ibid.) is 

that the client’s focus in general is not on the precise accounting initially proposed but on 

sub-goals like bonuses or avoiding a loss. The auditor could then try to find different ways 

of reaching these sub-goals that are still within the boundaries of current accounting 

regulations. 

1. Expanding-the-Agenda-of-Issues strategy: entails adding issues to the negotiation so that 

both parties have multiple opportunities to “win”. For example the auditor who originally 

intended to waive a few immaterial misstatements might bring them up in order to make the 

client agree to the adjustment of these new issues and keep the old material issue unadjusted. 

In the end the auditor could then reach the correct net income and the client could keep the 

original numbers on the old material issue that was first discussed. 
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3.1.4 Objectivity 

In practice, auditor independence and auditor objectivity are often used interchangeably. Auditor 

independence is defined by the Independence Standards Board (ISB) (Jaenicke et al., 2001) as 

freedom from those factors that compromise, or can reasonably be expected to compromise, an 

auditor’s ability to make unbiased audit decisions. According to ISB, auditor independence consists 

of two main elements: independence of mind and independence in appearance. Independence of 

mind means “freedom from the effects of threats to auditor independence that would be sufficient to 

compromise an auditor’s objectivity” (ibid., p. 2). Independence of mind is also called by a widely 

used term independence in fact (ibid., p. 15). Independence in appearance is described as the 

“absence of activities, relationships, and other circumstances that would lead well-informed 

investors and other users reasonably to conclude that there is an unacceptably high risk that an 

auditor lacks independence of mind” (ibid., p. 2). 

 

Although the International Professional Practices Framework (IPPF) defines auditor independence 

and objectivity differently, Jameson et al. (2011) explain in the practice guide for IPPF that auditor 

objectivity “relates more to a state of mind, the individual auditor’s judgment, biases, relationships, 

and behaviors” (p. 4). Therefore, auditor objectivity could be considered as a kind of auditor 

independence – “independence in mind”. These definitions indicate that auditor objectivity refers to 

the auditor’s ability to make unbiased audit judgments for the reliability of financial statements 

instead of succumbing to the client’s wishes. If the audit judgement of the auditor is subordinated, 

the auditor lacks independence of mind and thereby the audit report is not reliable because of lack 

of objectivity. 

 

ISB (Jaenicke et al., 2001) lists five threats to auditor independence: self-interest, self-review, 

advocacy, familiarity and intimidation. In the IPPF-practice guide (Jameson et al., 2011), more 

factors are supplemented as threats to auditor objectivity such as social pressure, cognitive, cultural, 

racial, and gender biases. Among these threats, cognitive biases “may arise from an unconscious 

and unintentional psychological bias in interpreting information depending on a person’s role in a 

situation” (ibid., p. 8). In the United States, the Sarbanes-Oxley (SOX) legislated on July 30, 2002 

is the well-known rule of promulgating the auditor independence. In Sweden, rules for regulating 

accounting profession which FAR (2008) have passed include codes of the professional conduct, 

such as objectivity, independence, confidentiality and integrity. As Johnstone, Sutton and Warfield 

(2001) state, in order to provide an unbiased opinion on the fairness of financial statements, 
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objectivity is at the heart of the auditor’s value to society. As such, auditor objectivity plays a vital 

role in accounting practice. 

 

3.2 Hypothesis development 

 

3.2.1 Prior negotiation experiences and its effects on negotiation domain self-efficacy 

O’Connor and Arnold (2001) found in their study that negotiators who impasse in negotiations feel 

“themselves caught in a distributive spiral – they interpret their performance as unsuccessful, 

experience negative emotions, and develop negative perceptions of their counterpart and process” 

(p. 148), that is, negotiators’ negative experiences affect their motivations and decisions about 

future performance. The authors conclude that negotiators’ self-efficacy might moderate the effects 

of the negative experiences but they nevertheless did not study the effects of prior negotiation 

experiences on the negotiation self-efficacy. This distributive spiral further means that negotiation 

failures can lead to negative effects such as less willingness to work with the other part again, 

planning to share less information, behaving less cooperatively and losing faith in the negotiation 

process, which would make preparations for the negotiators’ future distributive behavior (ibid.). 

Losing faith in the negotiation process implies that prior negative negotiation experiences may lead 

to detrimental effects on negotiation self-efficacy. Meanwhile according to Bandura (1994, 1997), 

an individual’s prior experiences in a domain can affect one’s self-efficacy. Consequently an 

auditor’s prior negotiation experiences (PNE) can be assumed to have effects on one’s negotiation 

self-efficacy. 

 

H1: PNE has an impact on negotiation domain self-efficacy. 

 

3.2.2 Domain self-efficacy and its effect on negotiation strategy 

Gibbins and Salterio (2000) report and define three main factors that affect auditor negotiation 

strategy, auditor motivation and bargaining power factors with background of issue assessment that 

makes the auditor intend to use distributive or integrative negotiation strategies. Several studies 

have indicated that self-efficacy have significant effects on task-related performance (e.g. Bandura, 

1997; Stajkovic & Luthans, 1998; Sullivan et al., 2006), such as the tasks of learning, sale, research 

and healthcare in the field of education, training, sports and management (Iskandar et al., 2012). 

Iskandar and Sanusi (2011) and Iskandar et al. (2012) demonstrate a positive relationship between 

self-efficacy and audit judgment performance. 
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Miles and Maurer (2012) interpret further that domain self-efficacy represents a global assessment 

of efficacy within a domain such as negotiation. The authors specify that at a domain level one may 

have a more general assessment of what negotiation involves in spite of task, such as that 

negotiation requires the ability of communication and persuading, interpersonal skills and so on. It 

means that an individual who has a high domain-level self-efficacy may own a broader ability to 

decide what should be considered in negotiations regardless of task. Based on the categories of self-

efficacy Miles and Maurer (2012) find that domain self-efficacy can predict negotiation outcomes 

but task-level negotiation self-efficacy does not because of the complex situations that negotiations 

usually pose. 

 

It is clear in the literature that negotiation domain self-efficacy is connected to choice of negotiation 

strategy but whether auditing domain self-efficacy (ASE) is connected is unclear. From the 

accounting negotiation process model (see figure 3.1) developed by Gibbins et al. (2001), which is 

now regarded as a framework for the auditor-client negotiation, it can be seen that parties’ 

capabilities may be a factor that affect the negotiation process and its outcome. 

 

 

Figure 3.1: Accounting negotiation process model (Source: Gibbins et al., 2001). 

 

In this model, the negotiation issue, process and outcome are the basic elements of the negotiation. 

Besides these basic elements of the negotiation, they also identify accounting contextual features 

that potentially influence or are influenced by any of the three elements. The contextual features 
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consist of three categories: external conditions and constraints, client interpersonal context, and 

parties’ capabilities. Parties’ capabilities include for example accounting expertise, negotiation 

expertise etc. and auditors’ accounting and negotiation expertise is most likely an integral part of 

their self-belief in their capabilities, i.e. accounting (auditing) self-efficacy and negotiation self-

efficacy respectively. Consequently, ASE may be one of the motivational factors affecting choice of 

negotiation strategies. 

 

What drives the decision to choose distribute or integrative negotiation strategy? Sullivan et al. 

(2006) show that distributive self-efficacy (DSE) positively influence the use of distributive 

strategy. Worth to notice is that DSE actually only measures contending strategy self-efficacy, see 

questions 1.1-1.4 in appendix B. This implies that the connection between DSE and contending 

strategy will be stronger than with conceding and compromising strategies. Sullivan et al. (2006) 

also report that integrative self-efficacy (ISE) positively influences the use of integrative strategy. 

ASE, as noted before, does not have a clear connection in the literature to the choice between 

distributive or integrative negotiation strategies so reasoning according to probability needs to be 

done. For an integrative strategy to be chosen the auditor most likely needs a belief in being good at 

finding alternative solutions (problem-solving and expanding-the-agenda-of-issues) which entails a 

self-belief in the ability to pinpoint both immaterial and material issues. The other parts of auditing 

of ensuring that current regulations and qualitative characteristics (relevance, faithful 

representation, comparability, verifiability, timeliness and understandability) are followed could be 

factors towards having a stronger point in a distributive strategy, more specifically in contending 

strategy. Since the regulations (Revisorslag 2001:883; Årsredovisningslag 1995:1554; 

Bokföringslag 1999:1078) and recommendations (BFNAR 2012:1; IFRS) expose the auditors to a 

lot of pressure towards following them, it should mean that by having a strong belief in the ability 

to follow these factors more contending strategy should be expected. This implies that auditing 

domain self-efficacy has an influence on choice of both distributive and integrative strategy but 

more towards distributive. 

 

Both auditing and negotiation are clearly involved in the auditing process since they are both 

integral parts of auditing, and based on that as well as available research and reasoning both 

auditing domain and negotiation domain self-efficacy should have an effect on the choice of 

negotiation strategy. 
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H2a: DSE has an impact on choice of distributive strategy. 

H2b: ISE has an impact on choice of integrative strategy. 

H3: ASE has an impact on choice of negotiation strategy. 

 

3.2.3 Negotiation strategy and its effect on objectivity 

Antle and Nalebuff (1991) discussed that auditor’s performance in auditor-client negotiation is 

related to the objectivity of financial statements because the negotiation constitutes important parts 

of the auditing process and audited financial statements are the product of the auditor-client 

negotiation. The authors point out that auditor-client negotiation begins when the partners disagreed 

on the client’s stated representations in the financial report. Following the negotiation the auditor 

may revise the statement according to own will or according to the client’s wishes when facing 

pressure in the negotiation. It implies that auditor-client negotiation aims to resolve disputed 

accounting issues where the auditor is under risk of being persuaded by the client to accept the 

client’s position. Gibbins et al. (2001) mean that auditor-client negotiation mostly tend to result in a 

mutual agreement because the parties have joint interests, auditors wish to be retained by the client 

and clients are interested in obtaining an unqualified audit report/statement to attract capital. 

Therefore, the process of auditor-client negotiation may involve one or both parties making 

concessions so that an agreement can be reached. 

 

Gibbins et al. (2010) clarify that the audit parties’ choice of negotiation strategy with the client is an 

essential aspect of the audit, because the type of negotiation strategy influences variables such as 

the general approach of the negotiation, how it is enacted, the likelihood of ultimate agreement, the 

final negotiation outcome etc. Although previous negotiation literature (Gibbins et al., 2001; Miles 

and Maurer, 2012) shows that negotiators prefer distributive tactics, the authors find that audit 

parties are most likely to prefer integrative negotiation tactics. Nevertheless, integrative solutions 

have not been found very often (Gibbins et al., 2001), because parties with self-interest in 

negotiation strive for a “fixed cake” whereby distributive strategy is viewed as the likely means to 

gain their preferred outcomes (Thompson, 1990). As far as this aspect is concerned, distributive 

negotiation strategy may be preferred and be more connected with auditor objectivity. 

Let us make an assumption that most auditors are objective. By using a contending strategy the 

auditor wants as much of the “fixed cake” as possible and thus it should mean that the more 

contending strategy is used the more objective the auditor is. Conceding strategy on the other hand 

is more towards giving in to the other part and should thus have a negative effect on objectivity. 
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Compromising strategy is a mix and should also have a negative effect but not as strong as 

conceding strategy. Expanding-the-agenda-of-issues and problem-solving strategy are both about 

finding new solutions to the issue at hand while still holding on to the core objective of the 

negotiation, thus meaning that objectivity should not suffer but instead gain a positive effect, albeit 

weaker compared to contending strategy. 

 

H4a: Contending negotiation strategy has an impact on auditor objectivity. 

H4b: Conceding negotiation strategy has an impact on auditor objectivity. 

H4c: Compromising negotiation strategy has an impact on auditor objectivity. 

H4d: Expanding-the-Agenda-of-Issues negotiation strategy has an impact on auditor 

objectivity. 

H4e: Problem-Solving negotiation strategy has an impact on auditor objectivity. 

 

3.2.4 Domain self-efficacy and its effects on objectivity 

Accounting profession requires that auditors must keep independent “in mind” and “in appearance” 

at the same time. Many previous studies (Salterio, 1996; Bamber & Iyer, 2007; Herda & Lavelle, 

2013) have used the concept to demonstrate the effects on independence in appearance. Since an 

individual’s self-efficacy is commonly regarded as a cognitive-based factor which can direct the 

performance, an auditor’s self-efficacy may become a psychological threat (i.e. cognitive bias) to 

impair the auditor’s objectivity. The studies on self-efficacy affecting auditor’s performance (e.g. 

Iskandar & Sanusi, 2011; Iskandar et al., 2012) therefore seem to be about independence in mind, 

namely, about auditor objectivity. Through the above hypotheses the overall connection between 

the two domain self-efficacy areas, auditing and negotiation, and auditor objectivity will be tested. 

 

H5a: DSE has an impact on auditor objectivity. 

H5b: ISE has an impact on auditor objectivity. 

H6: ASE has an impact on auditor objectivity. 
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3.2.5 Research Model 

 

Figure 3.2: Research model explaining the proposed connections. 
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Chapter 4. Empirical method 

 

In this chapter, the design of the questionnaire to collect primary data, our sample size and how the 

operationalisation was performed will be discussed first. Then the analysis methods of the primary 

data and the quality of the survey is discussed. 

 

 

4.1 Questionnaire design and data collection 

A self-administered questionnaire that is good for explanatory research was designed to collect 

primary data from the sample (Saunders et al., 2012, p. 419). Because this kind of questionnaire is 

to be completed by each respondent who reads and answers the same set of questions without an 

interviewer being present (ibid.), suitable language and structure of questions to obtain access to the 

data were used. Common strategies to get higher response rate, for example, requesting access by 

introductory letter, assuring participants’ confidentiality and anonymity etc. were also employed 

(Ejlertsson, 2014; Saunders et al., 2012). 

 

In our questionnaire, see appendix B, the form is structured so as to be easily filled out and the 

questions, mostly in English originally, have been translated into Swedish. Only the Swedish 

questionnaire was sent out since only Swedish auditors are included in the sample. Structured 

response options for closed questions were used to collect opinion variables and open questions to 

collect attribute variables (Saunders et al., 2012, p. 425). Attention was paid to the questions’ order 

and wording for reducing misinterpretations, for instance, the demographic questions about the 

respondents’ characteristics (i.e. attribute variables) are placed at the end to avoid losing the 

respondents’ interest in the beginning of the questionnaire. An introductory letter was sent, see 

appendix A, along with the questionnaire by email with the help of an online survey system called 

EvaSyS (http://evasys.se) that automatically receives responses to ensure confidential and 

anonymous data-collection. 

 

4.2 Sample 

A non-probability sample of about 3,355 qualified auditors, who are members of FAR, from all 

qualified (authorized or approved) auditors in Sweden was selected. At that moment the total 

population was 3,628 (Revisorsnämnden, 2015). The reason why non-probability sampling was 
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used is because the samples are easiest (or most convenient) to obtain, namely, convenience 

sampling (Bryman & Bell, 2013; Saunders et al., 2012). Although convenience sampling is prone to 

bias and influences that are beyond our control, the chosen samples meet our purposive sample 

selection criteria that are relevant to our research objective (Saunders et al., 2012, p. 291). 

Furthermore, because of time and funding constraints, this non-probability haphazard sampling 

procedure rooted in a big population along with its relative low costs can probably increase the 

response rate to our questionnaire. 

 

1,490 questionnaires were sent out on a Wednesday and the rest (1865) on the next day. A total of 

91 emails could not be delivered due to invalid addresses which reduced our sample to 3,264 

respondents. The data-collection took about 18 days (from March 18 to April 4), and as the response 

rate was not as high as expected three different reminders were sent out during the period, see 

appendix A. To get a higher response rate and avoid working rush-hour for the respondents on one 

day, the first reminder was sent out on the following Monday afternoon and the second reminder on 

Friday morning in the same week. The last reminder was sent out on Wednesday morning five days 

after the second reminder. 

 

4.3 Operationalisation 

If a concept is going to be used in a quantitative research it needs to be measured in a way so it can 

be translated into tangible indicators, namely, a process of operationalising (Bryman & Bell, 2013; 

Saunders et al., 2012). The operationalisation is also an important characteristic of the deductive 

research, and during the process, a coherent set of questions or scale items in a questionnaire are 

regarded as indicators of a concept to be measured (Saunders et al., 2012, pp. 146,436). 

 

Our questionnaire consists of six parts and several measures/indicators, or manifest variables (MV), 

for one or more concept to be measured, for the whole questionnaire see appendix B. The respective 

names of our MVs, if applicable, in our model can be seen in the column furthest to the right in 

table 4.1. For the rating questions in parts 1-5, Likert scales are used because they are suitable for 

the opinion data in which the respondents are asked how strongly they agree or disagree with a 

statement or series of statements (Saunders et al., 2012, p. 436). 
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Part Question Concept (LV) Scale MV 

1 1-4 DSE Likert 11-point from “no self-efficacy” to 
“maximum self-efficacy” 

DSE_1, DSE_2, DSE_3, DSE_4 

1 5-8 ISE Likert 11-point from “no self-efficacy” to 

“maximum self-efficacy” 

ISE_1, ISE_2, ISE_3, ISE_4 

1 9 PNE (measured as prior negative 

experience) 

Likert 10-point from “do not agree at all” 

to “fully agree” 

PriorNeg_G 

2 1-8 ASE Likert 11-point from “no self-efficacy” to 
“maximum self-efficacy” 

ASE_1, ASE_2, ASE_3 ASE_4, ASE_5, 
ASE_6, ASE_7, ASE_8 

3 1-5 Client identification Likert 10-point from “do not agree at all” 

to “fully agree” 

Not to be analyzed due to time 

constraints. 

3 6-10 Client commitment Likert 10-point from “do not agree at all” 

to “fully agree” 

Not to be analyzed due to time 

constraints. 

3 11 PNE (measured as prior negative 
experience) 

Likert 10-point from “do not agree at all” 
to “fully agree” 

PriorNeg_C 

4 1-3 Client flexibility Likert 10-point from “do not agree at all” 

to “fully agree” 

Not to be analyzed due to time 

constraints. 

4 7, 8, 11, 14, 

25 

Contending negotiation strategy Likert 8-point from “very unlikely” to 

“very likely” 

Contend_1, Contend_2, Contend_3, 

Contend_4, Contend_5 

4 5, 12, 19, 
20, 26 

Conceding negotiation strategy Likert 8-point from “very unlikely” to 
“very likely” 

Concede_1, Concede_2, Concede_3, 
Concede_4, Concede_5 

4 6, 10, 18, 

23, 24 

Compromising negotiation strategy Likert 8-point from “very unlikely” to 

“very likely” 

Compromise_1, Compromise_2, 

Compromise_3, Compromise_4, 

Compromise_5 

4 4, 9, 15, 21, 
27 

Expanding-the-Agenda-of-Issues 
negotiation strategy 

Likert 8-point from “very unlikely” to 
“very likely” 

ExptA_1, ExptA_2, ExptA_3, ExptA_4, 
ExptA_5 

4 13, 16, 17, 

22, 28 

Problem-Solving strategy Likert 8-point from “very unlikely” to 

“very likely” 

ProbSolv_1, ProbSolv_2, ProbSolv_3, 

ProbSolv_4, ProbSolv_5 

5 1-2 Auditor objectivity Likert 10-point from “very low 

probability” to “very high probability” 

Independ_1, Independ_2 

5 3 Auditor goal Likert 10-point from “do not agree at all” 
to “fully agree” 

Not to be analyzed due to time constraints 

6 1 Gender 1: Female, 2: Male  

6 2 Age Open question  

6 3 Experience Open question  

6 4 Position 1: Employee, 2: Manager, 3: Partner  

6 5 Qualification 1: Approved, 2: Authorised  

6 6 Financial incentive Open question  

6 7 Auditor tenure Open question  

Table 4.1: Questionnaire structure with corresponding concepts, scales and MVs. 

 

4.3.1 Negotiation self-efficacy and prior negotiation experiences in general (Part 1) 

Question 1.1-1.8 for negotiation domain self-efficacy are based on the experiments of Miles and 

Maurer (2012) and Sullivan et al. (2006). Question 1.1-1.4 and 1.5-1.8 are for distributive self-

efficacy (DSE) and integrative self-efficacy (ISE) respectively. The question 1.9 for prior negative 

negotiation experience in general is created from scratch with inspiration from the findings of 
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O’Connor and Arnold (2001) that prior negotiation experiences influence future negotiation 

behavior. 

 

4.3.2 Auditing self-efficacy (Part 2) 

The outline of this part, question 2.1-2.8, is based on Miles and Maurer’s (2012) measures for DSE 

and ISE in that the explanation for the questions is the same. The actual questions however have 

been created from scratch. The reasoning behind the choice of questions comes from the IFRS and 

BFNAR 2012:1 frameworks so that the questions measure the auditor’s belief in being able to 

follow current accounting regulations as well as each quality criteria of good accounting. 

 

4.3.3 Client relation (Part 3) 

Question 3.1-3.5 for Client identification and 3.6-3.10 client commitment are derived from the 

methods in Bamber & Iyer (2007) and Herda & Lavelle (2015) respectively. The question 3.11 for 

prior negotiation experiences with the client was created from scratch with inspiration from 

O’Connor and Arnold (2001). 

 

4.3.4 Negotiation strategy (Part 4) 

The case description in this part is based on Gibbins et al. (2010) but modified for our purpose so as 

to give the respondents the possibility to envision their biggest client. This was done by converting 

actual money amounts to percentages instead. Also, instead of an audit team having formed the best 

estimate it was formulated as being the auditor’s own best estimate. The reason being to try and get 

a more personal answer not influenced by an external team’s view of the subject. The sentence “You 

experience no time pressure in this case” was added as well to limit the time pressure variable as a 

constant instead of a free variable. 

 

Question 4.1-4.3 for client flexibility are taken from Gibbins et al. (2010). The 25 questions 4.4-

4.28 about negotiation strategy are also taken from Gibbins et al. (2010) in the same random order 

and 8-point scale as they used, which include the five categories of strategies that belong to 

distributive and integrative strategy respectively. A minor change was made in order to be 

consistent with the changed case description above regarding giving the respondent the possibility 

to envision their biggest client. This was done by removing “JEL” from the original questions and 

putting in “client” instead. Distributive negotiation strategies are employed in our survey with 

questions 4.7, 4.8, 4.11, 4.14, and 4.25 for contending strategy, 4.5, 4.12, 4.19, 4.20 and 4.26 for 
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conceding strategy and 4.6, 4.10, 4.18, 4.23 and 4.24 for compromising strategy. Integrative 

negotiation strategies are studied in our survey with questions 4.4, 4.9, 4.15, 4.21 and 4.27 for 

expanding-the-agenda-of-issues strategy and 4.13, 4.16, 4.17, 4.22 and 4.28 for problem-solving 

strategy. 

 

4.3.5 Objectivity (Part 5) 

The two questions 5.1-5.2 measuring objectivity are created from the case description. The reason 

why Bamber and Iyer’s (2007) cases was not used is because our supervisor was displeased with 

their reliability and would prefer new questions to be created for our own study. In order to keep the 

respondent away from thinking about more cases, the same case was quoted and the respondent was 

asked to consider the two separate issues found there. Two separate questions was designed for the 

two issues because the issues have two distinct values of materiality. Question 5.1 is about a much 

more material issue than 5.2. The question 5.3 for the auditor’s goal with the negotiation strategy is 

taken from Gibbins et al. (2010) and relates to the auditor’s motivation to qualify the statement. 

 

4.3.6 Demographic questions (Part 6) 

The questions about the respondents’ personal information (characteristics) are the background 

questions in the questionnaire (Bryman & Bell, 2013; Ejlertsson, 2014; Saunders et al., 2012). 

These questions also accommodate behavioral factors (Bryman & Bell, 2013, p. 265), so on the one 

hand the background information can present the differentials among different respondents, and on 

the other hand the differentials can be taken into account when the results are analysed (Ejlertsson, 

2014, p. 86). The demographic questions in the questionnaire not only show that they are answered 

by different respondents (our sample) but also can help when analysing the differentials that may 

cause diverse results. For example, an auditor with many years of experience may have more 

domain self-efficacy which in return can impact the auditor’s objectivity to some degree. As a 

result, the demographic questions in the questionnaire can enhance the reliability of those opinion 

data. 

 

4.4 Analytical methods  

When the concepts are measured and the constructs for them have been created with the factor 

analysis, they will take the form of dependent or independent variables (Bryman & Bell, 2013; 

Saunders et al., 2012; Lowry & Gaskin, 2014). Dependent variables change in response to changes 

in other variables. These other variables are the independent variables and as such are the cause of 



Negotiation and auditing self-efficacy's effect on auditor objectivity 

25 

the changes in a dependent variable (ibid.). Latent variables (LV) are constructs that cannot be 

measured directly but instead through their observable variables (i.e. our questions in the 

questionnaire). In Structural Equation Modeling (SEM) these observable variables, when being part 

of a latent variable, are called indicators or manifest variables (MVs) (Lowry & Gaskin, 2014). In 

our survey, some variables are both dependent and independent depending on which connection are 

looked at. A better way to describe them when working with SEM is by the concepts of exogenous 

and endogenous variables. Exogenous variables are only independent in the research model, never 

dependent. Endogenous variables on the other hand can be both independent and dependent or just 

dependent (Tenenhaus, Vinzi, Chatelin & Lauro, 2005). Our exogenous variables are Prior 

negotiation experiences (PNE) and Auditor Self-Efficacy (ASE), the rest are endogenous. 

 

To analyse the relationships among these variables, some statistical methods commonly used in PLS 

path modeling, a second-generation (2G) technique, and performed in a software system called 

SmartPLS are used. PLS path modeling (or the Partial Least Squares approach to Structural 

Equation Modeling, PLS-SEM, sometimes just called PLS) includes a number of nonparametric 

statistical methodologies (e.g. bootstrapping) based on the PLS algorithm for modeling complex 

multivariable relationships (Tenenhaus et al., 2005). As such it does not demand a normal 

distribution of data (Hair, Hult, Ringle & Sarstedt, 2014) and according to Monecke and Leisch 

(2012), the method is especially suited for situations when data distribution, measurement scales 

and sample sizes are minimally demanded. However, Lowry and Gaskin (2014) mention that it is 

being argued if there really is a lower demand on sample size in PLS-SEM and that even though the 

technique more easily can detect differences with fewer samples it doesn’t necessarily mean that 

such results can be trusted.  

 

Lowry and Gaskin (2014) further discuss the situations when PLS-SEM is a good choice over first-

generation (1G) techniques like correlations, regressions, ANOVA or t-tests and another 2G 

technique called CB-SEM. An important note mentioned is that 1G techniques are still needed when 

using SEM but they are incorporated in a different way. The main difference is that SEM techniques 

can simultaneously take into account the relationships between all variables by testing the measures 

and the theory at the same time. 1G techniques on the other hand have to do this separately by first 

testing the reliability and validity of the measures and then the theory (e.g. the hypothesized 

connections between variables). As Lowry and Gaskin (2014) state, 1G techniques open up 

possibilities for incorrect measurements, incorrect explanations and incorrect predictions by 
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increasing the risk for both type I (false positives) and type II (false negatives) errors. When it 

comes to choosing between PLS-SEM and CB-SEM our reasons are first that PLS-SEM handles 

many indicators better. Even though only 45 indicators is used it is still close to the limit of 40-50 

pcs that is the maximum which CB-SEM can handle effectively according to Lowry and Gaskin 

(2014, p. 132). The second and maybe most important reason is that two of the constructs (or LVs) 

are formative. PLS-SEM deals with formative constructs better than CB-SEM does because CB-

SEM assumes that all constructs are reflective. More about this is in 4.4.3 where our model is 

specified. 

 

The bootstrapping procedure that is used to test for statistically significant effects works by creating 

subsamples with randomly drawn observations from the original data set and each subsample is then 

used to estimate the path model. These estimates are then employed to calculate t-values (Hair et al., 

2014). For the bootstrapping procedure in SmartPLS, 2000 subsamples are used with no sign 

changes, confidence interval method: Bias-Corrected and Accelerated (BCa) Bootstrap and two-

tailed test with significance level 0.05. The reason for using two-tailed test is that each of the 

hypotheses can take the form of either positive or negative between the variables. One-tailed test 

would therefore not be adequate since it assumes that the relationship can only be, for example, 

positive and that a negative relationship is impossible. As per recommendation in SmartPLS for the 

PLS algorithm, the path weighting scheme is used as well as the default value of +1 for initial outer 

weights and mean replacement of missing values. 

 

4.4.1 Outliers and missing data 

Outliers in Likert scales (i.e. ordinal data) are not influential by the very nature of the scales 

according to Gaskin (n.d.). The nature of the scales is that there is a fixed floor and roof of the 

measures, which means that the possible effect of outliers are probably not so influential. 

Meanwhile, since non-parametric statistics such as bootstrapping are used which do not assume 

normal distribution and so are less sensitive to outliers (Jakobsson, 2004), all outliers in the ordinal 

data will be kept. Just to double-check the possible influence, each measure’s 5% trimmed mean 

will be evaluated compared to its mean. The 5% trimmed mean is the mean that exists when 5% of 

the extreme ends are removed, of which are 2.5% of the bottom and 2.5% of the top. Outliers in 

scale data (more than 1.5 IQR away), for example age and tenure, are removed for the descriptive 

statistics but comparisons with outliers included are supplied in parentheses. 
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Missing data are analysed by mean replacement (or mean imputation) in order to keep as much 

information as possible in the already small sample without changing the mean in the process. The 

method works by giving each missing value a new value that is the same as the mean for all the 

remaining existing data in that particular column (Baraldi & Enders, 2010). 

 

4.4.2 Descriptive statistics 

The descriptive statistics are used to analyse the respondents’ characteristics mainly on frequencies 

and percentages according to gender, age, position, qualification, experience, tenure and client size 

(financial incentives). This also helps in getting a general picture of our sample relative to the 

population. 

 

4.4.3 Step 1: Model specification 

Our analysis will be based on the structure of Lowry and Gaskin’s (2014) basic tutorial for PLS-

SEM analysis, and adapt it a little to accommodate to our needs. 

 

The first thing to do is to establish which manifest variables (MV) are reflective and which are 

formative. A reflective MV is an effect of the corresponding latent variable (LV). In a reflective 

model, each MV reflects its LV, and the block of MVs related to a LV measures an underlying 

concept (Tenenhaus et al., 2005). For example climate temperature, if it increases it will lead to 

more perspiration, drier earth and more sold ice cream but more perspiration does not lead to higher 

temperature, nor does more sold ice cream or drier earth. A formative MV on the other hand 

generates its LV, that is, it measures an assumed cause of a LV. In a formative model, each MV 

represents a different dimension of an underlying concept (ibid.), for example, socioeconomic status 

which may be based on education, occupational prestige, income and neighborhood. If one of these 

increases, for example education, it will mean a higher socioeconomic status but if socioeconomic 

status increases it does not mean that education has increased, it might mean increased income 

instead. A reflective construct is modeled with the connection going from the LV to the MVs. A 

formative construct is modeled opposite, see figure 4.1. 

 

 

Figure 4.1: Reflective versus formative construct modeling. 
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In our case one of the formative constructs needs to be modeled as a second order formative 

construct. The method called “repeated indicators” is used for that since our sample is more than 50 

and the number of indicators are large (Wilson & Henseler, 2007). The method works by measuring 

the second order construct (ASE) directly with the observed variables for the first order constructs 

(ASE Importance, ASE LegalConsid and ASE Usefulness), see figure 4.2 for how it is used in our 

model. 

 

 

Figure 4.2: Modeling a second order formative construct with the repeated indicator approach. 

 

4.4.4 Step 2: Construct validity of reflective constructs 

Before testing the theoretical model, convergent validity and discriminant validity of measures 

should be established to assess possible measurement error (type I and type II error) for the data 

gathered through the questionnaire (Lowry & Gaskin, 2014). Convergent and discriminant validity 

are two elements of construct validity (Straub, Boudreau & Gefen., 2004). Confirmatory Factor 

Analysis (CFA) is a more complex form of factor analysis and is used to test the relationships 

between a set of observed variables and a set of latent variables in a measurement/outer model 

(Child, 2006). The analysis demonstrates outer loadings (influence) of observed variables (MVs) on 

the latent variables (LVs), which indicates the convergent validity of the LVs (constructs). It means 

that convergent validity exists if the observed variables are converging on the same construct. By 

checking that the indicators load with significant t-values on their constructs, convergent validity is 

demonstrated (Lowry & Gaskin, 2014). This calculation is run in the model by bootstrapping. 

 

To further test convergent validity the average variance extracted (AVE) is calculated. AVE 

represents the average variance captured by a LV that explains the variance in its MVs (Gefen & 
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Straub, 2005). “For each specific construct, it shows the ratio of the sum of its measurement item 

variance as extracted by the construct relative to the measurement error attributed to its items” 

(ibid., p. 94). The cutoff point for AVE value of each construct should be at least 0.50 (Fornell & 

Larcker, 1981). 

 

Discriminant validity of the constructs is measured with cross loadings, Fornell-Larcker criterion 

and Heterotrait-Monotrait Ratio (HTMT). Discriminant validity quantifies the relationships between 

two MVs of the same construct and different constructs (Campbell & Fiske, 1959). The Fornell-

Larcker criterion (Fornell & Larcker, 1981) indicates that discriminant validity is established if a 

LV explains more variance in its indicator than it does for other constructs in the same model 

(Henseler, Ringle & Sarstedt, 2015). According to Gefen and Straub (2005, pp. 93-94) “...all the 

loadings of the measurement items on their assigned latent variables should be an order of 

magnitude larger than any other loading. For example, if one of the measurement items loads with 

a .70 coefficient on its latent construct, then the loadings of all the measurement items on any latent 

construct but their own should be below .60”. The cross-loadings measure shows that the 

discriminant validity is adequate if each indicator loading is greater than all of its cross-loadings 

(Chin, 1998a). HTMT is not a new method but Henseler et al. (2015) propose it as a new criterion 

to be used for SEM analysis as a response to their findings that the two former methods lack in their 

reliability to detect discriminant validity. The method is based on the multitrait-multimethod matrix 

and measure the heterotrait-monotrait ratio of correlations. Discriminant validity lacks if the 

absolute value of HTMT is higher than a threshold of 0.85 or a value of 0.90 depending on who you 

ask (ibid., p. 121). 

 

4.4.5 Step 3: Reliability of reflective constructs 

Since the reflective MVs are linked to the same LV and should covary, their internal consistency 

has to be checked (Tenenhaus et al., 2005). Dillon-Goldstein’s ρ is known as composite reliability 

that is based on the loadings of MVs and indicates the unidimensionality of a block of MVs. The 

block is considered to be unidimensional (i.e. internal consistency) if the index is larger than 0.7 

(ibid.). Cronbach’s alpha is an alpha coefficient with a value between 0 and 1 and measures the 

consistency of responses across a set of questions designed to measure a particular concept 

(Saunders et al., 2012, p. 430), that is, it checks if the set of questions are measuring the same 

concept. Bryman and Bell (2013, p. 172) state that the value of 0.8 is often regarded as an 

acceptable level whereas Saunders et al. (2012, p. 430) suggest that values of 0.7 or above indicate 



Chapter 4. Empirical method 

30 

that the questions in the scale are measuring the same thing. Dillon-Goldstein’s ρ is regarded by 

Chin (1998a, p. 320) as a better indicator to check internal reliability than the Cronbach’s alpha so 

more reliability will be put on the former measure. 

 

4.4.6 Step 4: Construct validity of formative constructs 

Traditionally, logical reasoning has been used to argue the validity of formative constructs since the 

procedures for assessing the validity of reflective constructs doesn’t apply here (Lowry & Gaskin, 

2014; Petter, Straub & Rai, 2007). Statistical approaches to do this are emerging but none have been 

universally approved so far. The simple approach suggested by Lowry and Gaskin (ibid.) which 

determines the construct validity of formative constructs by making sure that the indicator weights 

for the constructs are roughly equal and all have significant t-values is taken in conjunction with 

variance inflation factor (VIF). VIF tests multicollinearity which, if high, can destabilize the whole 

model (Petter et al., 2007). It aims to avoid significant collinearity among the predictor constructs 

and also assess formative constructs validity. For a rigorous test, VIF should be below 3.3 to 

indicate sufficient construct validity for formative indicators but lower than 10 can be acceptable as 

well (ibid.). 

 

4.4.7 Step 5: Common methods bias and model fit 

After the construct validity is established, common methods bias should be tested to ensure that the 

bias did not distort the collected data (Lowry & Gaskin, 2014). Common method bias is a 

measurement error which is caused by some common factor in the data collection. It could be the 

time and location, social desirability to answer in a specific way, complex and ambiguous items or 

something else that accounts for the majority of variance in the model (Mat Roni, 2014). Harman’s 

single-factor test is used as a standard statistics to test if the emergence of a single factor accounts 

for the majority (50% or more) of the variance in the model, and if so, the common method bias is 

likely to exist on a significant level (ibid.). This test is performed in the SPSS software. 

 

As a last step before starting to use the model a goodness of fit measure is calculated in SmartPLS 

by running the PLS algorithm. The measure uses standardized root mean square residual (SRMR) to 

give a result for both composite factor and common factor models. A value between 0.05 and 0.08 

indicates fair fit, 0.08 and 0.10 for a mediocre fit and above 0.10 for a poor fit (Hu & Bentler, 

1998). If the composite factor model fits the data it indicates that PLS-SEM is a good technique to 

analyze the model, if only the common factor model fits the data CB-SEM or similar techniques 
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should be used. If none fits the data there is reason to reject the model and not interpret the 

estimates (Henseler et al., 2014). 

 

4.4.8 Step 6: Mediation 

A construct functions as a mediator when it lies in the way of a causal chain between two other 

constructs. The mediator may have full mediation or partial mediation so that the independent 

variable (IV) has no statistically significant effect or a diminishing statistically significant effect on 

the dependent variable (DV). Test for mediation is performed to establish the full nomological 

validity of the model and the test is done in stages (Baron & Kenny, 1986; Kenny, 2014) but can be 

done in SmartPLS in one run by doing a bootstrap and examine the total effects portion of the 

default report (Lowry & Gaskin, 2014). Total effects represent the aggregated effects which the IV 

has on the DV, both direct and indirect through the mediator. The t-statistic shows the statistical 

significance of the path coefficients (β) and a t-statistic > 1.96 (critical t-value) is statistically 

significant with a two-tailed test (Hair et al., 2014). The indirect effect can be calculated as the 

product of the two path coefficients (i.e. two effects): the IV to the mediator and the mediator to the 

DV (ibid.). If the indirect effects are statistically significant, there is evidence that the construct acts 

with mediation. The method implies that three different paths are run among the mediator and the 

other two latent variables (IV and DV), see figure 4.3. The path coefficient between the IV and the 

DV (without the mediator) represents the direct effect the IV has on the DV, and the estimated 

change in the DV for a unit change in the IV (Grace & Bollen, 2005; Wright, 1934). 

 

 

Figure 4.2: The three different paths in a simple mediation model. 

 

4.4.9 Step 7: Predictive power of the model 

Once the model has been tested, the predictive power of the model needs to be analysed, i.e. how 

well the model explains variances in the dependent variables by the path coefficients and R2. The 
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path coefficients are standardized versions of regression weights and relate “the correlation 

coefficients between variables in a multiple system to the functional relations among them” (Wright, 

1934, p.161). In other words, it involves a multiple regression calculation performed in the model. 

The multiple regression calculates a regression coefficient of multiple determination and regression 

equation using two or more independent variables and one dependent variable (De Veaux, 

Vellerman & Bock, 2012; Saunders et al., 2012). The square of the coefficient (R2) with a value 

between 0 and +1 represents the proportion of the variation in the dependent variable that can be 

explained statistically by the independent variables (ibid.). According to Chin (1998b), in addition 

to the high R2s, the path coefficients in SEM analysis needs to be close to an absolute value of 0.20 

and ideally 0.30 or higher to indicate a meaningful predictive power of the model. The path 

coefficient assessed by p-value implies how strongly the independent variables may cause variances 

in the dependent variable. 

 

4.4.10 Step 8: Interpretation of final statistics 

In the final step of our statistics analysis, a summary of the path coefficients, statistical significance 

levels and effect size is shown to see if our hypothesized paths are supported. A p-value 0.05 is used 

to assess the probability of the coefficients occurring by chance. Effect size is measured with 

Cohen’s f2 for hierarchical multiple regression (Cohen, 1988). The formula for the effect size f2 is 

calculated with (R2
AB - R2

A) / (1 - R2
AB) in order to measure the relative impact that the inclusion of 

one or more extra independent variables in the model has on the dependent variable. R2
AB is the 

observed R2 when the extra independent variables are included and R2
A when they are not included 

(Hair et al., 2014). An effect size f2 = 0.02, 0.15 and 0.35 are considered as small, medium and large 

respectively (Cohen, 1988). The reason for calculating this measure is that it gives important 

information about the practical impact of the measured relationship which the p-value does not 

(Sullivan & Feinn, 2012). For example, a statistically significant relationship between DSE and 

contending strategy might sound good and important but if the path coefficient is so low that the 

effect size is just 0.001 it might not be of any practical use since the effect is barely noticeable. 

 

Meanwhile, a Post-hoc power analysis is made to assess the statistical power, i.e. the ability to 

detect and reject a poor model (Chin, 1998b). Post-hoc power analysis is conducted after a 

completed study and recommended for the hypotheses lacking statistically significant result in order 

to find out whether the non-significance is due to the sample size being too small to detect 

statistically significant effects or not (ibid.). A power of 0.80 is recommended to be able to safely 
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make conclusions about a statistically non-significant effect and avoid type II errors (Chin & 

Newsted, 1999, p. 327). The G*Power tool (Faul, Erdfelder, Lang, & Buchner, 2007; Faul, 

Erdfelder, Buchner, & Lang, 2009) for calculating statistical power in multiple regression is used. 

 

4.5 Reliability and validity  

Both quantitative and qualitative research require reliability and validity (Bryman & Bell, 2013; 

Saunders et al., 2012) and the quality of the research is generally assessed by its reliability and 

validity (Saunders et al., 2012, p. 192). Reliability refers to if the data collection techniques and 

analytic procedures would produce consistent results when they were repeated on another occasion 

or by another researcher (Bryman & Bell, 2013; Saunders et al., 2012). Internal reliability is 

important as far as reliability of a quantitative research is concerned and it explains the risk for the 

factors not being consistent with the same measure (Bryman & Bell, 2013, p. 171). In our research, 

since the repeated study is impossible due to time constraints, an easily understood questionnaire 

was designed to reduce misinterpretations and use of Dillon-Goldstein’s ρ and Cronbach’s alpha 

coefficient together with multiple regression analysis to strengthen the reliability of each scale was 

implemented. 

 

Validity is concerned with if the measures in the research actually measure what it is supposed to 

measure (ibid.). Regarding the validity of quantitative research, both Bryman and Bell (2013, p. 

173) and Ejlertsson (2014, p.110) classify it into certain types, such as face validity, construct 

validity, predictive validity, concurrent validity etc. According to the authors, face validity exists by 

asking our supervisor whether the measures (scale items) capture the measured concept. Construct 

validity exists by establishing convergent and discriminant validity of the measures as well as using 

already verified measures from earlier studies. Therefore, our study has a relative high face and 

construct validity. In addition, the 2G statistical methods used in PLS-SEM are regarded by 

Boudreau, Gefen and Straub (2001, p. 11) to enhance the chances of validating the instruments 

compared to if only 1G methods were used. 
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Chapter 5. Results 

 

In this chapter all the results from the collected questionnaires are summarised and analysed 

through different analytical methods, mainly by PLS-SEM. Conclusions are then drawn for each 

tested hypothesis and finally a summary of our hypotheses results is shown. 

 

 

5.1 Response and nonresponse analysis 

The questionnaire was delivered to 3,264 auditors by e-mail and a total of 113 of the auditors 

responded, which indicates a response rate of about 3.46%. This actual response rate is very low 

compared with 10-50 % as many statisticians suggest for questionnaire surveys (Ejlertsson, 2014; 

Brauch & Holtom (2008) and Neuman (2005) in Saunders et al., 2012) even though “response rates 

can vary considerably when collecting primary data” (Saunders et al., 2012, p. 269). The low 

response rate is likely a result of the auditors’ heavy workload, various leaves, vacations (including 

Easter holiday), ineligibility to respond etc. The other reason may be that a number of other students 

were also sending out some questionnaires on accounting at that time. 

 

Five responses were deemed invalid and consist of two break-off cases showing less than 50% of all 

questions answered and three unengaged cases with very low standard deviation (0.00, 0.00 and 

0.20) in their answers showing the same answer for every question in most parts. This indicates the 

respondents were highly unlikely of being engaged and most likely just trying to finish the 

questionnaire without paying attention to the questions. Thus the sample consists of a total of 108 

valid responses for our research model and analysis. A couple of obvious outliers due to data entry 

mistakes were either changed to the correct value or deleted. These outliers were three “Tenure” of 

88, 300 and 199 years, changed to 8, 30 and 19 years respectively; three “Annual turnover” of 

23,000 SEK, 57,000 SEK and 200,000 SEK were deleted since such a yearly turnover is not 

realistic for an auditor’s biggest client. A total of 53 (0.94%) missing values exist in the data file. 

 

5.2 Demographics 

Table 5.1 shows the demographics data of the respondents. Missing values are not included in the 

calculation of the mean and median. The values in parentheses include all the outliers just for a 

comparison. 
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Variable Group Frequency % Missing Median Mean Min Max 

Gender Male 

Female 

81 

26 

75.0 

24.1 

1        

Qualification Approved (AA) 

Authorized (CPA) 

28 

78 

25.9 

72.2 

2        

Position Employee 

Manager 
Partner 

27 

9 
71 

25.0 

8.3 
65.7 

1        

Age <30 
30-39 

40-49 

50-59 
60-69 

>69 

1 
14 

27 

34 
28 

0 

0.9 
13.0 

25.0 

31.5 
25.9 

0.0 

4 52.50 
(52.50) 

51.13 
(51.13) 

29 
(29) 

68 
(68) 

Experiences Less than 10 years 

11-15 years 

More than 16 years 

14 

13 

78 

13.3 

12.4 
74.3 

3 25.00 

(25.00) 

23.43 

(23.43) 

1 

(1) 

44 

(44) 

Tenure 

(with the biggest 
client) 

Less than 5 years 

6-10 years 
More than 11 years 

25 

38 
43 

23.6 

35.8 
40.6 

2 8.00 

(8.00) 

10.56 

(10.92) 

0 

(0) 

28 

(30) 

Client Size Annual turnover (mkr) 103 95.4 5 100 
(200) 

133 
(13,272) 

25 
(25) 

354 
(1,000,000) 

Table 5.1: Demographics data without any outliers (data in parentheses include all outliers). 

 

To make a comparison between population and sample the same table as Revisorsnämnden (2015) 

but with our sample instead is created and with the addition of percentages for each cell, see table 

5.2 and 5.3. Two cases were removed due to not having stated qualification. Two AA and three 

CPA cases were removed due to missing data at either gender or age, leaving a total of 101 cases. 

Comparing the tables it can be seen that even though the sample does not perfectly represent the 

whole population it is really good when considering the sample size. By looking first at the Share 

column on the far right where age is not accounted for, the percentages compared to the population 

in parentheses are 53.5% (54.6%) male CPAs and 20.8% (27.6%) female CPAs for a total of 74.3% 

(82.2%) CPAs. There are 20.8% (12.7%) male AAs and 4.9% (5.1%) female AAs for a total of 

25.7% (17.8%) AAs. Apparently the biggest discrepancies between the sample and the population 

are for female CPAs and male AAs. If age is included there is a pretty good congruence as well for 

most parts where there are more than two cases. The biggest problem areas are that there are too 

few CPAs under the age of 30 and over the age of 69 and too few AAs between the age of 40-49 

and over 69. AAs between the ages of 50-59 are a bit too skewed towards males as well, which 

accounts for the major part of the discrepancy in the share percentage. However, as a conclusion the 

overall sample is quite good, just not good enough to be able to make generalisations to the whole 

population, but it will still work as a good indicator for future research. 
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Status Gender <30 30-39 40-49 50-59 60-69 >69 Total Share 

CPA M 0 8 
(57.1%) 

16 
(64.0%) 

19 
(79.2%) 

11 
(100%) 

0 54 53.5% 

CPA F 1 

(100%) 

6 

(42.9%) 

9 

(36.0%) 

5 

(20.8%) 

0 0 21 20.8% 

 Total 1 

(100%) 

14 

(100%) 

25 

(100%) 

24 

(100%) 

11 

(100%) 

0 75 74.3% 

          

AA M 0 0 1 

(100%) 

8 

(88.9%) 

12 

(75.0%) 

0 21 20.8% 

AA F 0 0 0 1 
(11.1%) 

4 
(25.0%) 

0 5 4.9% 

 Total 0 0 1 

(100%) 

9 

(100%) 

16 

(100%) 

0 26 25.7% 

          

  Total      101 100% 

Table 5.2: Demographics data split between qualification, gender and age (our sample). 

 

Status Gender <30 30-39 40-49 50-59 60-69 >69 Total Share 

CPA M 34 

(53.1%) 

511 

(56.1%) 

531 

(62.4%) 

523 

(72.8%) 

346 

(86.7%) 

37 

(90.2%) 

1982 54.6% 

CPA F 30 

(46.9%) 

400 

(43.9%) 

320 

(37.6%) 

195 

(27.2%) 

53 

(13.3%) 

4 

(9.8%) 

1002 27.6% 

 Total 64 
(100%) 

911 
(100%) 

851 
(100%) 

718 
(100%) 

399 
(100%) 

41 
(100%) 

2984 82.2% 

          

AA M 0 0 44 
(53.7%) 

176 
(68.2%) 

208 
(77.3%) 

31 
(88.6%) 

459 12.7% 

AA F 0 0 38 

(46.3%) 

82 

(31.8%) 

61 

(22.7%) 

4 

(11.4%) 

185 5.1% 

 Total 0 0 82 

(100%) 

258 

(100%) 

269 

(100%) 

35 

(100%) 
644 17.8% 

          

  Total      3628 100% 

Table 5.3: Demographics data split between qualification, gender and age (the whole population) 

 

Apart from the five break-off and unengaged cases, for the following analysis all the other outliers 

in the Likert scales have been kept. When comparing each MV’s mean with their respective 5% 

trimmed mean it showed that the biggest difference was just 0.02 (2%) among the MV’s mean in 

our analysis, which implies considerable low and negligible influence from potential outliers. 

 

5.3 Step 1: Model specification 

The model has two formative constructs (PNE and ASE) and eight reflective (DSE, ISE, Contend, 

Concede, Compromise, ExptA, ProblemS and Objectivity), see figure 5.1. The reasoning behind 
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this modeling is the nature of the indicator, i.e. the MV. An overview of our MVs and what 

measurement question each MV is connected to have been described in part 4.3. 

 

 

Figure 5.1: Construct model showing the LVs related to respective MVs and their connections. 

 

PNE is obviously formed by the MV “It is common that I fail with negotiations in general, i.e. no 

solution is reached”. A change in PNE cannot be the cause of a change in the MV because that 

would imply a change of history. The ASE construct is not as obvious but enough to confidently 

model it as formative. It is modeled as a second order formative construct with three first order 

formative sub-constructs (Importance, LegalConsid and Usefulness). For example, an increase in 

the self-efficacy of being able to identify material issues logically leads to an increase in the total 

self-efficacy of the auditing profession, but the opposite is not necessarily true. An increase in 

auditing self-efficacy could just as well mean that there has been an increase in the self-efficacy of 

being able to follow current accounting regulations. Since a reflective construct implies that an 

increase in the LV leads to an increase in all the MVs, it is better to model ASE as formative. The 

same reasoning could be used for ISE and DSE but since they were modeled as reflective in the 

original article (Sullivan et al., 2006), they were kept as reflective. The negotiation strategy 

constructs were also modeled as reflective in the original article (Gibbins et al., 2010) and here it is 
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more obvious that they should be. An increase in compromising strategy logically leads to more use 

of all the tactics mentioned in its MVs. The objectivity construct is modeled as reflective since an 

auditor’s objectivity is the cause of change in both of its MVs, the two accounting issues. If an 

auditor would be more objective in for example question 5.1 with the heavily material issue it 

should mean that the auditor’s objectivity had been increased for some reason. The other way 

around is unrealistic. 

 

5.4 Step 2: Construct validity of reflective constructs 

The confirmatory factor analysis in table 5.4 shows that most of the indicators are statistically 

significant at the ⍺ 0.05 level. The problematic indicators are Contend_1 and all the ExptA 

indicators. 

 

 

Table 5.4: Outer loadings with t-values for reflective constructs. 

 

Contend_1 was dropped from the construct because of its statistically insignificant loading. Since 

none of the ExptA indicators loaded significantly the least significant ExptA_1 was dropped first. 
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This led to an increase in the statistical significance of ExptA_3 and ExptA_5 (1.776 and 1.728 

respectively) but a decrease in ExptA_2 and ExptA_4 (0.665 and 0.621 respectively). In the end 

both ExptA_2 and ExptA_4 were removed, which left only two indicators for the ExptA construct 

that loaded significantly at the ⍺ 0.05 level (5.676 and 8.187 respectively). To further test the 

convergent validity the average variance extracted (AVE) was calculated and the results can be seen 

in table 5.5. All reflective constructs have a value higher than 0.500 which indicates strong 

convergent validity. 

 

 

Table 5.5: Average variance extracted (AVE) for reflective constructs. 

 

The third step is to assess the discriminant validity, which is done by running the PLS algorithm in 

SmartPLS. First the Fornell-Larcker criterion was examined, see table 5.6. Each diagonal value 

(bold and underlined) except one is 0.100 larger than any other off-diagonal value in the same row 

and column. ProblemS (0.726) is quite close to ExptA (0.635) in the same row with a difference of 

only 0.091. 

 

 

Table 5.6: Fornell-Larcker criterion for reflective constructs. 

 

The cross loadings were examined next, see table 5.7. All of the indicators loads 0.100 more on 

their own construct than on any other constructs. For example, the indicator Compromise_1 is a 

value of 0.122 away from the nearest loading on Concede. It loads on its own construct 

Compromise with 0.688 and on Concede with 0.568. That means that the discriminant validity 

between the two constructs is enough. According to the cross loadings all indicators can be kept. 
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Table 5.7: Cross loadings for reflective constructs. 

 

The Heterotrait-Monotrait ratio (HTMT) can be seen in table 5.8. All values are less than 0.85 

except the connection between ProblemS and ExptA which shows a value of 0.871. So again, as in 

the part of Fornell-Larcker criterion, a close connection can be seen between these two constructs. 

This might indicate a problem but since it is below the upper threshold of 0.90 and HTMT is 

regarded as the best criterion and all the cross loadings are satisfactory as well, the discriminant 

validity is deemed good enough. 

 

 

Table 5.8: HTMT for reflective constructs. 
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5.5 Step 3: Reliability of reflective constructs 

Dillon-Goldstein’s ρ shows strong internal consistency with all values above 0.700, see table 5.9. 

 

 

Table 5.9: Dillon-Goldstein’s ρ for reflective constructs. 

 

Cronbach’s alpha shows potential problems in the ExptA and Objectivity constructs with a value of 

less than 0.700, see table 5.10. This needs to be considered when doing the analysis but since 

Dillon-Goldstein’s ρ showed great values and is regarded by Chin (1998a, p. 320) as being better 

than Cronbach’s Alpha, the conclusion is made that each construct has good internal consistency 

and shows good reliability. 

 

 

Table 5.10: Cronbach’s Alpha for reflective constructs. 

 

5.6 Step 4: Construct validity of formative constructs 

The first step is to check that the indicator weights of the formative constructs are roughly equal and 

all have significant t-values, see table 5.11. PriorNeg_G is the auditor’s prior negotiation 

experiences in general and PriorNeg_C is with the client, both measured in reverse. Bootstrapping 

was run again but this time the weights are compared, from the original sample, the column farthest 

to the left. Since only one indicator in each construct (ASE_1 and PriorNeg_G) is statistically 

significant there is no use to compare weights at this point. An option here would be to remove the 

indicator with the lowest significance, one at a time, until all that are left are statistically significant 

indicators. This is done with PNE which leaves only one indicator, see table 5.12. For the ASE 
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construct however, since removing only one indicator would remove an important dimension of the 

formative construct, a choice was made to try and model ASE as a second-order formative construct 

instead. 

 

 

Table 5.11: Indicator weights and t-values for formative constructs. 

 

In the end three sub-constructs (Importance, LegalConsid and Usefulness) were identified that are 

all modeled as first order formative constructs, see table 5.12. The Importance sub-construct 

consists of the self-efficacy of being able to find material issues and make sure that the information 

in the statement is relevant. The LegalConsid sub-construct is about legal considerations and 

consists of the self-efficacy of being able to follow current regulations and make sure that the 

information shows substance over legal form. The Usefulness sub-construct consists of the self-

efficacy of being able to make sure that the information is comparable, reliable, timely and 

understandable. These three sub-constructs can be seen in table 5.12 where all indicators are 

statistically significant and most of the weights are roughly equal. The exception is LegalConsid 

where the indicators show the weights of 0.820 and 0.302 respectively. How important this is to the 

validity is hard to say but in order to follow substance over legal form an auditor has to bear the 

legal form in mind to be able to motivate any change. Based on that reasoning the sub-construct is 

kept as it is. Table 5.13 shows that the sub-constructs load strongly on their main construct (ASE) 

and are all statistically significant. 

 

 

Table 5.12: Indicator weights and t-values for formative constructs after remodeling. 
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Table 5.13: Loadings of formative subconstructs onto their main formative construct. 

 

Table 5.14 shows that all of our formative constructs have a VIF value lower than 3.3, which 

indicates very good construct validity of our formative indicators. Because PNE only has one 

indicator left which cannot correlate with others, there is no real use to measure its VIF. As a 

conclusion all the formative constructs are found to be valid. 

 

 

Table 5.14: Variance inflation factor (VIF) values for formative constructs. 

 

5.7 Step 5: Common method bias and model fit 

The test for common method bias shows that the top factor accounts for roughly 22%, see table 

5.15, which indicates that there is no significant common method bias in our instrument. 

 

 

Table 5.15: Harman’s single factor test for common method bias. 

 

The standardized root mean square residual (SRMR) shows a mediocre goodness of fit for the 

composite factor model (0.093). The common factor model shows a poor fit with a value of 0.106. 

Based on this test result PLS-SEM is the better choice and the analysis can continue as planned. 
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5.8 Step 6: Mediation 

The mediation of the five negotiation strategies between the three self-efficacy constructs (DSE, 

ISE and ASE) and Objectivity is measured in SmartPLS as the indirect effect when doing a 

bootstrap. Table 5.16 shows that ASE and DSE have statistically significant indirect effects on 

objectivity (t-values of 2.340 and 3.087 respectively) through the five mediators. This indirect effect 

is the sum of all the indirect effects for each of these mediators. The path coefficient is 0.168 and 

0.188 respectively which means low mediation. 

 

 

Table 5.16: The amount of mediation showed as the indirect effects. 

 

Table 5.17 shows that DSE (0.327) has the strongest total effect on objectivity, followed by ASE 

(0.062) and ISE (-0.093) although only DSE is statistically significant. The proportion of the effect 

that is mediated for DSE can be calculated since it is the only construct that shows a statistically 

significant total effect on Objectivity. By dividing the indirect effect by the total effect 

(0.188/0.327) it shows a partial mediation of roughly 57.5%. 

 

 

Table 5.17: Total effects (direct + indirect effects). 

1: Due to inconsistent mediation, see discussion about hypothesis H6 in part 5.11.4. 

 

5.9 Step 7: Predictive power of the model 

Table 5.18 shows the path coefficient between each theoretical construct in the model. For the 

relationships to show any meaningful predictive power the path coefficients first need to be 

statistically significant, which 11 relations are (t-values > 1.96 marked green in the table). The next 

step is to check for substantial path coefficients, close to 0.20 or preferably higher than 0.30, which 

14 relations have (marked blue in the table). 
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Table 5.18: Path coefficients and statistical significance between theoretical constructs. 

 

All 11 statistically significant relations show substantial path coefficients and the next step is to 

check for the R2s for the DVs in each relation, see table 5.19. It shows very low R2 values apart from 

ASE (0.997), Contend (0.347) and Objectivity (0.299). Our model explains for 99.7%, 34.7% and 

29.9% of the variance in these constructs. All the rest have an explanation amount of 12.4% or less 

which is very low. Overall, the predictive power of our model is quite weak. 

 

 

Table 5.19: R-square measures of theoretical constructs. 

 

5.10 Step 8: Interpretation of final statistics 

Table 5.20 shows the summary of the path coefficients (β), significance levels (t-values) and effect 

sizes (f2). 
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Table 5.20: Summary of path coefficients, significance levels and effect sizes. 

* indicates statistically significant paths (two-tailed): *p<0.05, **p<0.01, ***p<0.001. 

† indicates statistically non-significant path. 

 

It shows a few statistically non-significant paths and to make sure that there is enough statistical 

power to be able to conclude that there are no statistically significant effects to be found, a Post-hoc 

power analysis of these paths was done, see table 5.21. It indicates that there is insufficient power 

(<0.800) for all of these paths to say for sure that there are no statistically significant effects to be 

found. This is not surprising considering the weak path coefficients and the overall small sample 

size, which are two factors that have a strong impact on statistical power. 

 

 

Table 5.21: Post-hoc power analysis of statistically non-significant paths. 
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5.11 Hypothesis test results 

 

5.11.1 Prior negotiation experiences and self-efficacy 

H1: PNE has an impact on negotiation domain self-efficacy. 

As shown in table 5.20 the path coefficients (-0.263 and -0.248), t-values (2.89 and 2.37) and effect 

sizes (0.075 and 0.065) between PNE and the two kinds of negotiation domain self-efficacy indicate 

that the relationships are statistically significant and weak. The measured values imply that the 

more negative negotiation experiences an auditor has had before, the less negotiation self-efficacy 

the auditor should have in the future. This offers support for H1 that prior negotiation experience 

has an impact on negotiation domain self-efficacy. H1 is accepted. 

 

5.11.2 Domain self-efficacy and negotiation strategy  

H2a: DSE has an impact on choice of distributive strategy. 

The path coefficients (0.307, -0.306 and -0.312), t-values (3.23, 3.30 and 3.35) and effect sizes 

(0.090, 0.087 and 0.123) between DSE and the three distributive strategies indicate that the 

relationship is statistically significant and moderately weak. The measured values imply that the 

more distributive self-efficacy an auditor has, the more contending strategy will be taken as well as 

less conceding and compromising strategies. This offers support for H2a that distributive 

negotiation self-efficacy has an impact on the choice of distributive strategy even though the effect 

is weak. H2a is accepted. 

 

H2b: ISE has an impact on choice of integrative strategy. 

The path coefficients (0.093 and 0.198), t-values (0.70 and 1.21) and effect sizes (0.008 and 0.039) 

between ISE and the two integrative strategies indicate that the relationships are statistically non-

significant and weak, especially with expanding-the-agenda-of-issues strategy which falls even 

under the threshold of 0.02 for weak effect size. The measured values imply that integrative self-

efficacy has neither significant nor practical impact on selection of expanding-the-agenda-of-issues 

strategy but weak positive impact, although statistically non-significant, on problem-solving 

strategy. As a result, there is no evidence to support H2b that integrative negotiation self-efficacy 

has an impact on the choice of integrative strategy. However, the low statistical power (0.119 and 

0.424 respectively) in table 5.21 for the statistically non-significant relationships implies that H2b 

cannot be rejected either, the only thing that can be done is to conclude that there is insufficient 

statistical power to detect significant effects. If the hypothesis were rejected there would be a too 
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high risk of making a type II error by rejecting a false negative. The result for H2b is therefore 

inconclusive. 

 

H3: ASE has an impact on choice of negotiation strategy. 

The path coefficients (0.397, 0.018, 0.090, 0.229 and 0.230), t-values (4.08, 0.15, 0.85, 2.26 and 

1.64) and effect sizes (0.205, 0.000, 0.007, 0.050 and 0.053) between ASE and the five negotiation 

strategies indicate that ASE has positive relationships with these strategies, whereas only 

statistically significant relationships exists with contending and expanding-the-agenda-of-issues 

strategy. The effect sizes (0.205 and 0.050) of these two statistically significant relationships are 

medium and weak. It implies that the more auditing self-efficacy the auditor has, the more 

contending strategy and expanding-the-agenda-of-issues strategy will be taken. Even though it looks 

like ASE has a stronger impact on contending strategy, the difference itself is not statistically 

significant. When checking for statistical significance of the effect difference between the 

relationship of ASE->Contending and ASE->ExptA none is found. The estimated difference 

between the two is 0.168 (0.397 - 0.229) with a standard error of 0.140 (sqrt(0.0972 + 0.1012), 

Standard Error in table 5.18) which is not close to the significance criterion of 1.96 standard 

deviations (SD) that is required for p<0.05 (Gelman & Stern, 2006). Here they are only 1.2 SDs 

away from each other, which means there is no evidence from a statistical significance point of view 

that ASEs relationship with contending strategy is stronger than with expanding-the-agenda-of-

issues strategy. H3 is partially accepted. 

 

5.11.3 Negotiation strategy and objectivity 

H4a: Contending negotiation strategy has an impact on auditor objectivity. 

The path coefficient (0.375), t-value (2.87) and effect size (0.097) between contending strategy and 

objectivity indicate that the relationship is statistically significant and moderately weak. The 

measured values imply that the more the auditor uses contending strategy the more objective the 

auditor will be. This offers support for H2a that contending strategy has an impact on auditor 

objectivity. H4a is accepted. 

 

H4b: Conceding negotiation strategy has an impact on auditor objectivity. 

The path coefficient (-0.194), t-value (1.28) and effect size (0.027) between conceding strategy and 

objectivity indicate that the relationship is statistically non-significant and weak. The statistical 



Negotiation and auditing self-efficacy's effect on auditor objectivity 

49 

power (0.166) for this relationship is insufficient to detect any statistically significant effect so the 

hypothesis can neither be rejected nor accepted. The result for H4b is therefore inconclusive. 

 

H4c: Compromising negotiation strategy has an impact on auditor objectivity. 

The path coefficient (-0.041), t-value (0.28) and effect size (0.001) between compromising strategy 

and objectivity indicate that the relationship is statistically non-significant with no practical impact. 

The statistical power (0.053) for this relationship is insufficient to detect any statistically significant 

effect, but since the effect size is so low there would be no visible or meaningful impact of the 

strategy on the auditor’s objectivity even if the relationship would be statistically significant. H4c is 

rejected based on the low effect size. 

 

H4d: Expanding-the-Agenda-of-Issues negotiation strategy has an impact on auditor 

objectivity. 

The path coefficient (0.093), t-value (0.90) and effect size (0.007) between expanding-the-agenda-

of-issues strategy and objectivity indicate that the relationship is statistically non-significant with no 

practical impact. The statistical power (0.075) for this relationship is insufficient to detect any 

statistically significant effect, but since the effect size is so low there would be no visible or 

meaningful impact of the strategy on the auditor’s objectivity even if the relationship would be 

statistically significant. H4d is rejected based on the low effect size. 

 

H4e: Problem-Solving negotiation strategy has an impact on auditor objectivity. 

The path coefficient (0.021), t-value (0.17) and effect size (0.000) between problem-solving 

strategy and objectivity indicate that the relationship is statistically non-significant with no practical 

impact. The statistical power (0.050) for this relationship is insufficient to detect any statistically 

significant effect, but since the effect size is so low there would be no visible or meaningful impact 

of the strategy on the auditor’s objectivity even if the relationship would be statistically significant. 

H4e is rejected based on the low effect size. 

 

5.11.4 Domain self-efficacy and objectivity 

H5a: DSE has an impact on auditor objectivity. 

The path coefficient (0.140), t-value (1.16) and effect size (0.015) between DSE and auditor 

objectivity indicate that DSE has a statistically non-significant and very weak direct effect on 

objectivity. However, due to the mediation of three distributive negotiation strategies between DSE 
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and objectivity, the indirect effect of DSE on objectivity has to be considered. In table 5.16 and 5.17 

the indirect effect (β=0.188 and f2=0.205) is statistically significant with medium effect, so the total 

effect (β=0.327 and f2=0.236) of DSE on objectivity becomes statistically significant (p<0.001) with 

even slightly increased effect. The total effect offers enough evidence to indicate that an auditor 

with higher distributive self-efficacy behaves more objectively. H5a is accepted. 

 

H5b: ISE has an impact on auditor objectivity. 

The path coefficient (-0.106), t-value (0.77) and effect size (0.010) between ISE and auditor 

objectivity indicate that ISE has a statistically non-significant and non-practical direct effect on 

objectivity. The indirect effect of ISE on objectivity nevertheless needs to be considered due to the 

mediation of two integrative negotiation strategies. In table 5.16 and 5.17 the indirect effect 

(β=0.013 and f2=0.000) is statistically non-significant and non-practical leading to the total effect 

(β=-0.093 and f2=0.011) of ISE on objectivity to be statistically non-significant and non-practical as 

well. The statistical power (0.087) for this total effect is insufficient to detect any statistically 

significant effect, but since the effect size is so low there would be no visible or meaningful impact 

of the strategy on the auditor’s objectivity even if the relationship would be statistically significant. 

H5b is rejected based on the low effect size. 

 

H6: ASE has an impact on auditor objectivity. 

The path coefficient (-0.106), t-value (0.87) and effect size (0.011) between ASE and auditor 

objectivity indicate that ASE has a statistically non-significant and non-practical direct effect on 

objectivity. The indirect effect of ASE on objectivity nevertheless needs to be considered due to the 

mediation of five negotiation strategies. In table 5.16 and 5.17 the indirect effect (β=0.168 and 

f2=0.268) is statistically significant with a medium effect. The total effect (β=0.062 and f2=0.284) of 

ASE on objectivity appears statistically non-significant. It also appears weak when looking at the 

path coefficient but the effect size is still medium and even slightly increased. This particular case is 

special, since there is clearly a statistically significant indirect effect there really should be a 

statistically significant total effect. The cause of this effect is inconsistent mediation (Kenny, 2014) 

which also shows in the relatively strong indirect effect size compared to the direct effect size. 

Inconsistent mediation happens when one or more paths have an opposite effect than the rest. In this 

case it happens when the direct path has a negative path coefficient to Objectivity while the indirect 

paths have a positive total path coefficient (indirect effect). This creates a suppressing effect in that 

they almost cancel each other out, so even if there clearly exists a statistically significant indirect 
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effect it does not show any statistical significance in the total effect. Since the effect size of ASE’s 

direct connection to objectivity is so low and non-practical it would be a rather clear type II error 

rejecting the hypothesis. This indirect effect is mainly caused by the mediation of contending 

strategy, which is the only path that is statistically significant both from ASE to the mediator and 

from the mediator to Objectivity as well as having a much stronger path coefficient and effect size. 

H6 is accepted. 

 

5.11.5 Summary of hypothesis test results 

Table 5.22 summarises the test results. For the hypotheses that includes more than one statistically 

significant path, the least significant path of these is used as test result. For example, H1 has two 

statistically significant paths, PNE->DSE (p<0.01) and PNE->ISE (p<0.05), and thus p<0.05 is 

used as the test result for H1. 

 

Hypothesis Hypothesis content Test result 

H1 PNE has an impact on negotiation domain self-efficacy. Accepted* 

H2a DSE has an impact on choice of distributive strategy. Accepted*** 

H2b ISE has an impact on choice of integrative strategy. Inconclusive 

H3 ASE has an impact on choice of negotiation strategy. Partially accepted* 

H4a Contending negotiation strategy has an impact on auditor objectivity. Accepted** 

H4b Conceding negotiation strategy has an impact on auditor objectivity. Inconclusive 

H4c Compromising negotiation strategy has an impact on auditor objectivity. Rejected 

H4d Expanding-the-Agenda-of-Issues negotiation strategy has an impact on auditor objectivity. Rejected 

H4e Problem-Solving negotiation strategy has an impact on auditor objectivity. Rejected 

H5a DSE has an impact on auditor objectivity. Accepted**1 

H5b ISE has an impact on auditor objectivity. Rejected 

H6 ASE has an impact on auditor objectivity. Accepted*2 

Table 5.22: Summary of hypotheses test. 

* indicates statistically significant paths (two-tailed): *p<0.05, **p<0.01, ***p<0.001. 

1: Through the significant mediation (indirect effect) which leads to a significant total effect (indirect + direct effect).  

2: Through the significant mediation (indirect effect). Total effect was however not statistically significant due to 

inconsistent mediation. 

 

It can be seen that some explicit relationships exist among past negotiation experiences, domain 

self-efficacy, negotiation strategy and auditor objectivity. For the convenience of discussion and 

drawing final conclusions in the next chapter, a rearranged model with the clearly confirmed 

relationships is displayed in figure 5.23. The dotted lines for H5a and H6 illustrate that they are 

indirect effects of the mediation of contending strategy and not direct effects. 
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Figure 5.23: Model with explicitly related constructs after hypotheses tests. 
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Chapter 6. Discussion and conclusions 

 

Connecting with the prior mentioned literature and research objective, in this last chapter the 

hypotheses test results are discussed and final conclusions are drawn. The possible contributions 

and limitations of this thesis are highlighted in the end as well as recommendations and suggestions 

for future research. 

 

 

6.1 Discussion of results and conclusions 

The result of the H1 test shows that prior negative negotiation experience has a weak negative 

impact on both distributive and integrative negotiation self-efficacy, which is consistent with what 

Bandura (1994, 1997) stated that past experience is one of four main influential sources of self-

efficacy. Despite the weak effect it is still important because a phenomenon can seldom be 

described with only one variable but more likely with a plethora of different factors, which makes 

each variable important even if it indicates only a weak relationship. This result also gives strong 

indications that O’Connor and Arnold (2001) were right in their belief that falling into the 

distributive spiral leads to less belief in one’s capabilities of performing well in distributive 

negotiations and as such PNE is highly likely of having a causal effect. An important consideration 

is the moderating effect that O’Connor and Arnold (ibid.) found, that negotiation self-efficacy may 

have a dampening effect on the distributive spiral. This dampening effect may have lowered the 

path coefficient between PNE and DSE/ISE. In addition, general self-efficacy might also have a 

dampening effect and play a role in the unexplained variance. The conclusion is that our research 

question “Do prior negative negotiation experiences lead to detrimental effects on negotiation 

domain self-efficacy?” can be answered with a yes although there is no proof that PNE has a causal 

effect. 

 

The H2a test result indicates that the connection between DSE and all three distributive negotiation 

strategies is clear, which displays the same result as Sullivan et al. (2006) did. Our assumption that 

the connection would be stronger with contending strategy than with conceding and compromising 

strategies did not prove right, which shows the strong validity of the construct of being able to 

measure all aspects of distributive self-efficacy. The ISE construct on the other hand might not be 

as valid as the DSE construct and so may be a reason, apart from small sample size, for the weak 
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and statistically non-significant path coefficients to the two integrative strategies. Another reason 

may be the weakness of the expanding-the-agenda-of-issues construct which was indicated in the 

test for construct validity in part 5.4. When testing the connection between ISE and compromising 

strategy it showed a stronger relationship than with both integrative strategies, see part 6.3 for more 

details and critique of the ISE construct. Since Gibbins et al. (2010) also had to remove some 

indicators from the expanding-the-agenda-of-issues construct, it indicates a weakness in the 

validity, which could affect the possibility of finding relevant results here. All these aspects may be 

the reasons why no statistically significant paths were found between ISE and the two integrative 

strategies, but due to low statistical power H2b has neither been rejected nor accepted. This result is 

not as Sullivan et al. (2006) explicitly showed that ISE positively impacts the use of integrative 

strategy for both expanding-the-agenda-of-issues and problem-solving strategy. 

 

H3 has been partially accepted because of the medium to weak relationships with two of the five 

strategies: one is the distributive strategy contending which is affected more (β=0.397 and f2=0.205) 

and the other one is the integrative strategy expanding-the-agenda-of-issues (β=0.229 and f2=0.050). 

This result is the same as expected based on the regulations (Revisorslag 2001:883; 

Årsredovisningslag 1995:1554; Bokföringslag 1999:1078) and recommendations (BFNAR 2012:1; 

IFRS) before the survey that auditing domain self-efficacy should have an impact on choice of both 

distributive and integrative strategy but more towards distributive. Because the difference between 

ASE’s relationship to contending strategy and expanding-the-agenda-of-issues strategy is not 

statistically significant, it is not certain that ASE has a stronger relationship with contending 

strategy. Therefore there is neither definitive support for the findings of Gibbins et al. (2001) and 

Miles and Maurer (2012) that negotiators prefer distributive tactics nor for the findings of Gibbins 

et al. (2010) that auditors are more likely to use integrative negotiation tactics. ASE is however very 

likely to be one of the motivational factors of the parties’ capabilities that Gibbins et al. (2001) 

stated to play an important role in the negotiation process and outcome by its connection to the 

choice of negotiation strategy. 

 

The practical implications of these results are that auditors and audit firms need to be aware of these 

effects so that routines can be implemented to shield the auditors from the detrimental effect of 

failures as well as build up self-efficacy in order to perform better in negotiations. Bandura’s (1994, 

1997) four main sources of influence on self-efficacy can be used as guides on how to accomplish 

this. 
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The test results from H4a to H4e as well as H5a, H5b and H6 show that an auditor behaves more 

objectively when having more distributive negotiation self-efficacy (DSE) and auditing self-

efficacy (ASE). These results indirectly provide partial support for the conclusions from Iskandar 

and Sanusi (2011) and Iskandar et al. (2012) that self-efficacy affects auditor’s performance. As a 

result, the research question “Does negotiation domain self-efficacy affect auditor objectivity 

through its influence on the auditor's selection of negotiation strategies?” could be replied as “Yes, 

but only distributive negotiation self-efficacy and auditor objectivity have such relationship”. The 

research question “Does auditing domain self-efficacy affect auditor objectivity through its 

influence on the auditor's selection of negotiation strategies?” can also be answered with a yes. In 

our sample there is a strong indication that the choice of contending strategy is the main cause of 

increased objectivity and that higher DSE and ASE may lead to more use of this strategy. The major 

role that the contending strategy plays as a mediator in these relationships answers most of the 

research question “If there are such relationships, in what way do the two different areas of 

domain-level self-efficacy affect auditor objectivity through the auditor's selection of negotiation 

strategies?”. However, more insight is needed to get a better picture and statistically stronger 

results. 

 

So for our sample, if objectivity is deemed to be too low, the auditors can focus on raising their self-

belief in either or both of these two aspects (DSE and ASE) and make conscious choices of 

contending strategy. If objectivity is deemed to be sufficient already, a higher focus on ASE may be 

justifiable since its relation to both expanding-the-agenda-of-issues and problem-solving strategy 

does not seem to have a practical effect on objectivity, which means that these integrative strategies 

might be used effectively without compromising objectivity and thus create an extra value instead 

of splitting the value of “fixed cake”. This is however quite speculative because of the possible 

construct weaknesses of both ISE and expanding-the-agenda-of-issues. The process of determining 

the auditor's current objectivity is not something that is easily done but if someone, for example in 

the audit team, finds an issue with a colleague's objectivity they may be able to discuss it in the 

context of negotiation strategy as described above. 

 

6.2 Contributions of the thesis 

This study adds new important aspects to the research field about auditor objectivity which, by our 

knowledge, have not been researched before. Our findings could possibly catch the attention on 

auditor’s self-efficacy from the auditors themselves, accounting legislators, researchers etc., which 
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in return could contribute to both auditor objectivity and audit quality. Through these new insights 

in how to possibly improve auditor objectivity our aim of this thesis has been fulfilled. 

 

6.3 Critique 

The ISE construct needs improvement. The first two questions (1.5 and 1.6 in appendix B) for the 

construct actually resemble compromising strategy. When including a connection between ISE and 

Compromising strategy the path coefficient (0,274) and t-value (1.865) show a stronger and more 

statistically significant effect than between ISE and expanding-the-agenda-of-issues strategy (0.091 

and 0.661 respectively). A possible reason for why Sullivan et al. (2006) did not have an issue with 

validating DSE and ISE as separate constructs is because they only measured distributive tactics 

with contending strategy questions, which meant that there were no compromising strategy 

construct for ISE to connect to. A better choice might be to replace the previous two questions with 

such questions as “Hitta nya lösningar på problemet som gagnar båda parter (Find new solutions 

to the issue that benefit both parties)”, “Utforska problemet från andra synvinklar (Explore 

different angles on the issue)” or “Utveckla en förståelse för underliggande mål som är den andra 

partens verkliga intresse (Develop an understanding of underlying goals that are the other party’s 

true interest)”. 

 

The removal of three indicators (ExptA_1, ExptA_2 and ExptA_3), due to their statistically non-

significant loadings, from the expanding-the-agenda-of-issues strategy construct might have 

negative impact on the whole construct by weakening its validity and lowering the chances of 

finding relevant results in the process. The real reason for having to drop so many indicators may be 

studied in another research based on the respective questions in the questionnaire. It needs to be 

improved so that the strategy construct can stay more distinct from the compromising strategy. An 

important aspect of the study made by Sullivan et al. (2006) is that they measured choice of 

distributive and integrative strategy as a whole in contrast to our study where three distributive and 

two integrative strategies was used in accordance to Gibbins et al. (2010). For the integrative 

strategy it might be a better choice to make only one construct as they did and not split it up in 

expanding-the-agenda-of-issues and problem-solving. Gibbins et al. (2010, p. 588) actually split up 

the original integrative construct that Rahim (1983, p. 371) developed, and added a few items in 

order to create two distinct integrative constructs. Rahim (ibid.) on the other hand had no 

items/indicators at all resembling expanding-the-agenda-of-issues strategy. 
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Indicators reflecting prior negotiation experiences should be increased in order to measure more 

dimensions, for example prior positive negotiation experiences, and thus get a stronger construct. 

The measure of objectivity is totally new and therefore not tested enough to make sure that it is 

truly valid. It consists of two MVs (Independ_1 and Independ_2) with quite different values 

attached. The first, if not reported, would without question mean breaking regulations and/or 

recommendations. The other, if not reported, could mean breaking the same but it is still a 

judgement call and matter of opinion. This second MV could be easier not to demand a change in 

the report and thus score lower in the results as can be seen in table 6.1. This may have an impact 

on the theoretical construct of Objectivity that is important to be addressed. Another possible 

weakness is the risk of overestimating one’s own good judgement and underestimating others’ that 

Bryman and Bell (2013) mention. In this case it would mean that since the case is positioned from 

the respondents’ own view they could overestimate their judgement, which would lead to an 

upward bias in the results. On the other hand, if the case would have been positioned from another 

person’s point of view (i.e. the respondents would have answered how they judged that another 

auditor had acted) it might lead to an underestimation and a downward bias in the results. A 

possible remedy for this could be to have questions from both angles, (1) how the respondent would 

act and (2) how the respondent thinks that another auditor had acted. This would then be able to 

counteract the effect of over- and underestimation and hopefully land in a correct estimation. 

 

 

Table 6.1: Descriptive statistics for the MVs of the Objectivity construct. 

 

According to Baraldi & Enders (2010), our use of mean replacement for missing data is inferior, 

although commonly used, to the methods such as maximum likelihood and multiple imputation. 

Unfortunately there was not enough time to fully understand these methods and reliably implement 

them in our research. The study could get more accurate results when applying these methods. 

 

As table 5.21 on page 46 showed, the sample size of 108 is too small to reliably find statistically 

significant effects in our study, which led to a couple of inconclusive hypotheses tests that could 

have been many more if effect size had not been used as an argument for rejecting some of the 
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statistically non-significant hypotheses. However, looking only at statistical power, with the weak 

path coefficients on a few of the statistically non-significant paths, a power of 0.80 would have been 

impossible even with the full population of 3,628 auditors. Table 6.2 shows the sample needed to 

reach 0.80 power for each of the statistically non-significant paths. So what does it mean that the 

three paths ASE->Conceding strategy, Compromising strategy->Objectivity and Problem-solving 

strategy->Objectivity cannot reach a power of 0.80 even with the full population? Basically it 

means that the effects are so small that the practical implication in itself is not significant even if 

there exists a statistically significant relationship. Our sample could however be biased in such a 

way that the measured path coefficients actually are larger in the population. A first step could be to 

try and reach at least a sample of 400 to see if roughly the same path coefficients and enough power 

are given for at least two of these statistically non-significant paths, ISE->Problem-solving strategy 

and ASE->Problem-solving strategy. Generalisations of our conclusions to the whole population 

cannot be made due to the low response rate but our results can serve as good indicators, especially 

since our small sample of 108 still reflects the population rather well as displayed in part 5.2. 

 

 

Table 6.2: Sample needed to reach a statistical power of 0.80 for statistically non-significant paths. 

 

Questionnaires were sent out at the same time as several other student groups to the same sample, 

which most likely lowered the response rate substantially. It is possible that splitting up the sample 

between the groups could have resulted in an increase in net responses. That would have yielded a 

sample of roughly 550 unique respondents per group. An increase in our net responses would then 

have demanded a response rate of 22% or more. Another possibility would be to give two groups 

the same sample but with 1,100 respondents instead of 550 and so each respondent would receive a 
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questionnaire from two different groups, preferably who differed as much as possible in what kind 

of questions were asked. This would have demanded a response rate of 11% or more in order to 

increase our net response. This splitting-up of respondents could then have used the systematic 

random sampling technique (Saunders et al., 2012; Trost, 2001) in order to randomly divide the 

respondents between the student groups. 

 

6.4 Recommendations and suggestions for future research  

In order to build on the research of Sullivan et al. (2006), Gibbins et al. (2010) and our work one 

needs to improve the PNE, ISE and expanding-the-agenda-of-issues constructs in future research. 

PNE needs more items so as to catch more dimensions of the construct and be more informative 

which might give more reliable and valid results. ISE might need more accurate questions in order 

to be more connected to integrative strategies and thus be more valid as a construct. Expanding-the-

agenda-of-issues construct needs to be revamped so as to become a stronger and more valid 

construct. The Objectivity construct might also need improvement that could be done by asking the 

respondent to answer both how they would act as well as how they think another auditor had acted. 

This could serve as a remedy to the possible overestimation of one’s own judgement and 

underestimation of others’. 

 

Just as we introduced a construct for prior negotiation experiences as a predictor of distributive and 

integrative negotiation self-efficacy, future research could introduce a similar construct for prior 

auditing experiences as a predictor for auditing self-efficacy and see if there is a difference in how 

the three self-efficacy areas are affected by prior experiences. If the difference exists it could be an 

indicator that one self-efficacy is more important than another when an auditor has already 

confronted bad experiences. 

 

If time and fund permit, another research strategy could be taken to collect data in future research, 

for example experiment that has been used in many prior researches in negotiation and self-

efficacy, such as Gibbins et al. (2010), Miles and Maurer (2012), O’Connor and Arnold (2001), 

Sullivan et al. (2006), Iskandar and Sanusi (2011), Iskandar et al. (2012) etc. What would be really 

interesting is to set up an experiment where the relations between self-efficacy, negotiation strategy 

and objectivity are measured on a causal level. As mentioned before, Sullivan et al. (2006) only 

checked self-efficacy’s effect on negotiation strategy and only measured distributive strategy with 

the sub-strategy contending. A mixed research approach combining quantitative and qualitative 
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method could also be considered, for example interviewing some of the questionnaire respondents 

and analyzing it in the context of the quantitative data in order to gain a deeper understanding of 

this complex process. 

 

Control variables could be applied in future research to further check the relationship between self-

efficacy and objectivity, and so possibly disclose other potential indirect effects on objectivity 

through domain self-efficacy or negotiation strategy, such as auditor experience, gender, tenure and 

even position. 

  

As can be seen PLS-SEM is a pretty convenient method to build a research model for many 

variables when formative variables exist in the model and we highly recommend its use in future 

similar research on this subject. As with all methods it is necessary to have a good education of how 

to use them and for first comers like us it takes some time getting used to but the basics can be 

understood and applied relatively quick. 
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Appendix A. Introduction letter and reminders 
 

Introduction letter sent out March 18 
Hej! 

 

Vi har fått privilegiet att samarbeta med en liten grupp svenska forskare inom redovisning som 

jämfört med de stora institutionerna har små resurser men där målen är desto högre. Tack vare deras 

enkäter har de en rad vetenskapliga artiklar i erkända internationella tidskrifter och fler är på väg in. 

De samarbetar förutom med oss, även med en amerikansk forskargrupp på West Virginia University 

och har tagit chansen att skicka en forskare till Melbourne University, rankat nr 8 i världen, för att 

skapa ett effektivt samarbete med deras redovisningsforskare under 6 månader. Detta är de 

ensamma om. Vi vill med detta brev be om ditt fortsatta stöd för att kunna bidra till forskningen 

inom redovisning. 

 

Vi tror och hoppas att du har samma mål som oss, att öka kunskapen och förståelsen om hur olika 

faktorer inom redovisning och revision hör ihop. Detta ser vi som ett viktigt bidrag till de 

diskussioner som förs inom området. Svensk redovisningsforskning har slumrat ett tag men det är 

dags att väcka liv i branschen och driva forskningen framåt, att låta nyfikenheten och kreativiteten 

skapa resultat som verkligen  utvecklar hur vi tänker på redovisning och revision. 

 

Bifogat finns en enkät med flera mätinstrument. Det är inte säkert att du alltid ser vad vi är ute efter 

men frågorna är valda med omsorg. Dina svar är viktiga, allt kommer till nytta och varje svar leder 

framåt. 

 

Enkäten är omöjlig att spåra till dig eller ditt företag. Resultaten kommer att användas enbart för 

vetenskapliga syften. Du deltar genom att klicka på länken och du bör vara igenom enkäten på 10 

minuter. Om du meddelar i enkätens sista fråga att du vill ha en återkoppling med vilka resultat vi 

får så gör vi mer än gärna detta. 

 

Tack för din hjälp! 

 

-------------------------------- 

Ansvariga för enkäten 
 

Robert Winter 

xxxxx@gmail.com 

 

Xinmei Weng 

xxxxx@gmail.com 
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Reminder sent out March 23 

Hej! 

 

För att förtydliga tidigare utskick: Vi gör nu vår kandidatuppsats på institutionen för ekonomi på 

Gävle Högskola. Det övergripande syftet med enkäten är att få in data kring hur olika aspekter 

påverkar valet av förhandlingsstrategi och som i sin tur kan påverka revisorns relation till sin klient. 

Vi ser detta som ett viktigt steg i att kunna få en större medvetenhet kring varför vi gör som vi gör i 

förhandlingssituationer och vad det kan ge för effekter när det gäller objektivitet och oberoende. 

 

[DIRECT_ONLINE_LINK] 

 

Vi förstår till fullo att du kanske varken har tid eller lust till ännu en enkät. Speciellt när det är en 

tidpunkt då väldigt många enkäter skickas ut. Vi vill ändå be dig om att ge av din tid till detta då vi 

är väldigt angelägna om att vårt arbete ska ha en bra grund att stå på. 

 

Med hopp om din hjälp senast 2/4. 

 

Ha en jättefin dag! 

 

PS! För er som redan svarat att ni ej vill delta ber vi om ursäkt för att ni får fortsatta utskick. Vi 

kan tyvärr inte ta bort enskilda personer från systemet (EvaSys) när de väl har lagts till. Ni får 

jättegärna ventilera er irritation på oss för detta då vi själva skulle tycka att det var irriterande. 

Däremot är det ändå värt det för att försöka få så bra svarsfrekvens som möjligt. 

 

 

/Med vänlig hälsning 

 

Robert Winter 

xxxxx@gmail.com 

 

Xinmei Weng 

xxxxx@gmail.com 
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Reminder sent out March 27 
Hej! 

 

Vi har idag fått in 46 svar men vi behöver minst 100 stycken för att kunna göra en meningsfull 

undersökning. Vill du vara den som gör skillnaden mellan ett dåligt och ett bra dataunderlag? Får vi 

in tillräckligt kan vi analysera med PLS-SEM vilket ger mer säkra resultat vid komplexa modeller 

som vår. 

 

[DIRECT_ONLINE_LINK] 

 

Vi förstår till fullo att du kanske varken har tid eller lust till ännu en enkät. Speciellt när det är en 

tidpunkt då väldigt många enkäter skickas ut. Vi vill ändå be dig om att ge av din tid till detta då vi 

är väldigt angelägna om att vårt arbete ska ha en bra grund att stå på. 

 

För att förtydliga tidigare utskick: Vi gör nu vår kandidatuppsats på institutionen för ekonomi på 

Gävle Högskola. Det övergripande syftet med enkäten är att få in data kring hur olika aspekter 

påverkar valet av förhandlingsstrategi och som i sin tur kan påverka revisorns relation till sin klient. 

Vi ser detta som ett viktigt steg i att kunna få en större medvetenhet kring varför vi gör som vi gör i 

förhandlingssituationer och vad det kan ge för effekter när det gäller objektivitet och oberoende. 

 

Svaren kommer inte att kunna härledas till dig utan du kommer att vara anonym. 
 

Med hopp om din hjälp senast 2/4. 

 

Ha en jättefin dag! 

 

 

/Med vänlig hälsning 

 

Robert Winter 

xxxxx@gmail.com 

 

Xinmei Weng 

xxxxx@gmail.com 
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Reminder sent out April 1 
Hej! 

 

Vi gör nu vår kandidatuppsats på institutionen för ekonomi på Gävle Högskola. Det övergripande 

syftet med enkäten är att få in data kring hur olika aspekter påverkar valet av förhandlingsstrategi 

och som i sin tur kan påverka revisorns relation till sin klient. Vi ser detta som ett viktigt steg i att 

kunna få en större medvetenhet kring varför vi gör som vi gör i förhandlingssituationer och vad det 

kan ge för effekter när det gäller objektivitet och oberoende. 

 

Vi förstår till fullo att du kanske varken har tid eller lust till ännu en enkät. Speciellt när det är en 

tidpunkt då väldigt många enkäter skickas ut. Vi vill ändå be dig om att ge av din tid till detta då vi 

är väldigt angelägna om att vårt arbete ska ha en bra grund att stå på. Vi gör inte det här bara för att 

klara av kursen, vi vill verkligen göra ett bra arbete som ger ett meningsfullt resultat. Du deltar 

genom att klicka på länken och du bör vara igenom enkäten på 10 minuter. 

 

[DIRECT_ONLINE_LINK] 

 

Svaren kommer inte att kunna härledas till dig utan du kommer att vara helt anonym då vi använder 

oss av EvaSys för utskicken. Resultaten kommer att användas enbart för vetenskapliga syften. 

 

Med hopp om din hjälp. 

 

Ha en jättefin dag och Glad Påsk! 

 

 

/Med vänlig hälsning 

 

Robert Winter 

xxxxx@student.hig.se 

 

Xinmei Weng 

xxxxx@student.hig.se 
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Appendix B. Questionnaire 

 

 

 



Appendix B. Questionnaire 

74 

 

 

 

 



Negotiation and auditing self-efficacy's effect on auditor objectivity 

75 

 


