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Abstract 

This study empirically examines and attempts to model auditors’ relationships with their 
charismatic clients. Reviewing the prevailing research on charismatic leadership theories 
and auditor situation as well as related literature, we posit that the prevailing major 
models pertaining to charismatic leadership can be applied to extend and refine the 
current models of auditor acquiescence. After hypothesizing such a model, we design an 
instrument based on the revised Conger-Kanungo model used by (Su & Huang, 2004) to 
measure the extent to which auditor identify with a charismatic client. We then use the 
instrument to directly measure auditors’ attachment to the charismatic client and the 
threat of this attraction and attachment to auditors’ objectivity. Empirical results from 
our sample of N=192 auditors in the U.S and Sweden demonstrate that a new improved
charismatic leadership model indeed could be emerged and fit to the actual situation of 
auditors. We specifically find an indication that Client Identification will increase the risk 
of auditor acquiescence. Combined with Professional identification driving increased the 
risk of Client identification, Professional Identification appears not to provide the 
resilience against acquiescence that we hypothesized. Instead the clear direct connection 
of the charismatic leadership affecting the auditors objectivity warrants study of a model 
where Client Identification and Professional Identification as mere variants of each other
(Clients business just being another profession).
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1. Introduction

Already before but especially in the aftermath of the financial crisis, the debate of on 
regulating auditors centered on auditor independence and the nature of the relation 
between auditors and their clients. The American Independence Standards Board identified 
auditors’ familiarity with the client as one of five threats to auditor independence (ISB, 
2000). Also, to foster auditor independence and objectivity, the Sarbanes-Oxley Act of 2002 
was designed to ban auditors from various consulting activities, tighten partner rotation 
requirements, and raise the issue of accounting firm rotation. The untested assumption 
behind these regulations were that close ties between auditor and client were considered 
inappropriate because they impair auditors’ objectivity in performing the audit, which in 
turn was assumed to contribute to perceived audit failures, such as HIH Insurance Ltd and 
Enron. A brief summary of some of the factors involved with the collapse of these two 
companies include:

HIH Insurance Ltd

HIH entered into voluntary administration in March 2001. Some of the accounting and 
auditing issues that may have led to the voluntary administration of HIH include:

The auditors adjusted figures after meetings with HIH directors. Losses from HIH’s 
Lloyd’s business in London were revised down from $40 million to $9 million. In 
addition, the auditors suggested that net assets should be written-down by $100 
million, but the adjustment made was $57 million by the time the final report was 
prepared (Hepworth, 2001).
The auditors held “reasonable suspicions” of HIH’s insolvency, but did not 
communicate this to HIH directors prior to the eventual demise. In their defense, the 
auditors stated that a lack of financial details were provided by HIH, that 
management accounts for HIH’s subsidiaries did not exist and, hence, a firm 
conclusion could not be reached (Humphries, 2001).
The HIH Chairman was also a member of HIH’s audit committee and former senior 
partner of HIH’s external auditor (Backover, 2002).

Enron

Alleged accounting and audit issues of the Enron crash included (Jickling, et al., 2002):

off-balance sheet entities were omitted from Enron’s consolidated financial 
statements
failure to consolidate investments in Chewco investments, a related party that 
invested in Joint Energy Developments
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Investments Limited Partnership (JEDI), and JEDI resulted in Enron understating debt 
by $2.585 billion between 1997 and 2000
failure to consolidate JEDI, Chewco and LGM Limited partnerships resulted in Enron 
overstating net income by $591 million between 1997 and 2000.

Despite the need for objectivity and independence, there is a strong expectancy that 
auditors must be familiar with their client and its management to understand the client well 
enough to plan and perform an effective and efficient audit (AICPA, 2005a). This conflict 
between: (1) auditors’ need to be familiar with the client in order to perform the audit, 
versus (2) the threat to objectivity from this familiarity, led Bamber and Iyer  (2007) to 
perform a study to empirically model auditors’ relationships with their clients. The results 
suggested that auditors do identify with their clients, although that there is a significant 
variability in how much it brings acquiesce to the client-preferred treatment.  The results 
made it clear that professional identification, client identification, and auditor experience) 
are all significantly related to client acquiescence and that the hypothesized model in which 
client identification mediates between exogenous variables, in their case auditor tenure, 
client importance, and client image and client acquiescence is a superior model. 

However, with this major step taken, the study could not fully explain the effects of client 
acquiescence and while Social Identity Theory is said to provide a relevant lens for 
understanding auditors’ client identification and suggests that multiple identities can exist 
relatively independently of each other, it is not enough as basis for designing interventions 
to minimize negative outcomes of client identification in real life situations. For this, further 
analysis and modeling is required. 

It stands to reason that if there indeed are multiple identities involved in the Client 
Identification process, then professional, social and private identities are likely all pertinent 
to external consultants and auditor’s situation at the client company.  Many empirical 
studies have proven that charismatic leadership is the most influential component among 
the transformational leadership dimensions (Avolio, et al., 1996)； (Bass, 1985)； (Bass & 
Avolio, 1993)； (Lowe, et al., 1996) and the charisma component generally has the strongest 
correlation than any other dimension with subordinate ratings of leadership effectiveness 
and their own satisfaction (Avolio & Yammarino, 1990)； (Yammarino & Bass, 1990)；
(Conger, 1999).  As shown by (Burns, 1978) ； (Conger, 1999) ； (Conger & Kanungo, 1988);
(Shamir, 1992),  the unique charismatic leadership has been proven capable of transforming
the beliefs of the individuals in organization and convert them into the right human 
resources aligned to the organizational targets. Also, power based on charisma of a leader 
can be influential in both follower’s identity and value-related change (Lindholm, 1990).

Also, (Shamir, et al., 1993) presented a self-concept based charismatic leadership theory 
which emphasized that charismatic leadership transforms follower self-concepts and 
achieves its motivational outcomes through at least four mechanisms (1) changing follower 
perceptions of the nature of the work itself；(2) offering an appealing future vision；(3)
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developing a deep collective identity among the followers； (4) heightening both individual 
and collective self-efficacy. They in essence de-emphasize the extrinsic rewards of work and 
focus instead on the intrinsic side. Work becomes an opportunity for self- and collective-
expression.

Hence, with the assumption that charismatic leadership do affect the identities of any 
followers, then  anyone in any kind of dependent relationship with the charismatic leader 
(including auditors) can become affected  and thus receive an impact on their 3 different 
identities. If so, then charismatic leaders likely affect not only the auditors’ perception of 
Client Image and Professional Image of the (Bamber & Iyer, 2007) studies, but possibly also 
affects Client Identification through the auditors’ Social identity.  

The acquiescence behaviors often referred to as Reduced Audit Quality (RAQ) acts include a 
wide range of attitudes and actions (or failure to action): 

premature sign-off (Alderman and Dietrick, 1982)
superficially reviewing client documents (Pierce and Sweeney, 2004); (Dalton and 
Kelley, 1997); (Kelley and Margheim, 1987)
failing to pursue questionable items (McNair, 1991)
inadequately investigating accounting principles (Otley and Pierce, 1996; McNair, 
1991)
rejecting awkward-looking items from a sample (Coram et al., 2003;Willett and Page, 
1996)
accepting weak client explanations (Pierce and Sweeney, 2004; Coram et al., 2003; 
Willett and Page, 1996)
relying on the client’s internal control (Pierce and Sweeney, 2004)

There has so far not been any investigation into which of these auditors objectivity/integrity 
failures might draw more severe consequences than others. Safe to say, the most severe 
ones may not even be in this list as these are just the few ones identified by researchers so 
far.

The purpose of our study is to empirically model these effects of charismatic clients on 
auditor objectivity and thereby at least discern if charisma can be empirically concluded to 
be relevant. In this, we have three objectives. First, we rely on Social Identity Theory (Tajfel 
& Turner, 1985) (Turner, 1987) by revisiting the model set up by (Bamber & Iyer, 2007) and 
combine it with (Conger & Kanungo, 1998) work on charismatic leadership (both good and 
bad), to design and test a theory-based measure of the extent to which auditors identify 
with charismatic clients. We use this measure to test whether auditors do identify with 
charismatic clients, and if so, how this identification varies across auditors.  Second, we 
examine outcomes of auditors’ identification with their clients. For example, we test 
whether auditors who identify more with a client are more likely to acquiesce to pressure 
from client management to allow the client to take aggressive accounting positions. 
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Finally, we also include control variables such as auditor company size and client company 
size since for instance (Allen & Lulseged, 2007) make it clear that non-Big 5 auditors (i.e. 
small audit firm employees) treat their larger clients more strictly.

Auditors’ risk of identification with their clients and acquiescence to client perspective and 
consequential Reduced Audit Quality acts overall is important since it counters the purpose 
of audits. Client identification and social incentives potentially impact all audit team 
members, while financial incentives directly affect only a small proportion of the audit team.
We will here not be focusing on bribery, extortion or such direct tries to affect the auditor
but merely try to establish the connection between client charisma and RAQ if there indeed 
is any.

Supported by a large body of research in social psychology and organizational behavior, 
social identities significantly affect individuals’ attitudes and behaviors. While (Bamber & 
Iyer, 2007) address the effect of social forces or incentives on auditors’ objectivity, the forces 
are based on Social Identity theory which does not account for effects of charismatic 
leaders/clients. Our study addresses this issue.
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2. Research question, objective, delimitations and structure

2.1 Research question

The research question of this work is fairly simple; “Do charismatic clients impose any effect 
on auditors objectivity?”.

2.2 Research objective or research purpose

This explorative study was done to assess if and how much charismatic leader’s charms 
affect auditors. The reason we do this is because even though the work of (Bamber & Iyer, 
2007) show a significant effects of client on the auditor’s Client Identification, that study 
poses no explanation for why that is. We believe that since most or many leaders of 
globalized companies usually have an abundant of pathos, that this and thus also other 
charms affects auditors as they would most other people. We have aimed to test this 
relation between leader charisma and auditor’s acquiescence and determine if and if so how 
it should evolve the Bamber/Iyer model.

2.3 Process and delimitation

This research is naturally focusing on the auditing and the business around it, which by its 
connection to banking and taxation is a central and thus very important part of any extended 
government. As such, auditors enjoy an exceptional backing of their roles that few (if any) 
other consultative/certifying roles have. The purpose of this study does not include any 
aspect on the nature of that backing, if the role itself should become different or what 
possible remedies there may be to rectify any discovered problems or dispositions.

From the introducing literature study, it has become clear that auditors are merely one of 
many consultative roles that basically face the same kind of dilemma and risks to 
compromised integrity as an auditors do. For instance, the work of (Alvesson, 2000) on 
computer consultants being referenced in research on auditors like (Bamber & Iyer, 2007) 
indicates that there may be a generalization opportunity of the results of this study. A 
possible research question for other studies might thus be “Do charismatic clients impose 
any effect on consultant’s integrity?”. Another support for this possibility comes from the 
fact that researchers in many cases are indulging in general reasoning that is or could be 
generalized to roles that have a more or dependent relation to the client.

A definite limitation of this study was drawn in the issue of whether the clients charisma is 
perceived as ‘good’ or if it is considered to be ‘evil’ i.e. if the actions of the  auditor  due to 
possible client acquiescence is working for the benefit of the wellbeing of the involved
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parties or not. We do not aim to model the nature or deployment strategies or purposes of 
the charisma here.

2.4 Structure

Our basic lines of reasoning leading to our research study came from our supervisor who is a 
researcher into auditors’ situation and have had the intent for some time to investigate the 
connection between the works of for instance Boas Shamir on charismatic leadership
(Shamir, 1991) ; (Shamir, 1992) ; (Shamir & Arthur, 1993). Further framing of the study came 
as a consequence of limiting the number of questions and thereby the number of 
antecedents in our research model and consequentially the number of hypotheses in our 
study to a manageable level. We decided that surveys was the basically the only doable way 
to get the statistical data within the limited timeframe and geographic dispersion and such 
surveys for practical reasons (like limited auditee patience) cannot have more than about 50
questions (preferably 30-40). Hence we came to the conclusion that our best approach was
be to start off from the Bamber/Iyer research model and study (which had 40 questions) and 
add our charisma-item (and associated questions in the survey). Since the survey from that 
study was not available, the revised Conger-Kanungo survey from (Su & Huang, 2004) served 
as our starting point.

Aiming to produce an empiric study, we needed to learn how to scientifically evaluate the 
statistical data obtained from the survey and here, our supervisor’s experience guided us to 
use the Principal Components Analysis implemented in SPSS (statistical analysis software by 
IBM) and the experience from our supervisor’s and other researchers previous statistical 
work in SPSS, using the Principal Components Analysis (PCA) method including for instance 
using the Cronbach Alpha instead of the otherwise popular Confirmatory Factor Analysis 
(CFA) and related indices to evaluate components.
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3. Methodology

3.1 Sample

As a foundation for the sample for this investigation we have used the AICPA´s list of 
auditors in the USA (AICPA, 2013) as well as some other addresses found on different small 
audit firms’ webpages. We have also used addresses for auditors working in Sweden, 
retrieved from FAR (FAR, 2013).  We collected a total of 5357 unique e-mail addresses in the 
USA and Sweden.  

The process began with sending out an e-mail to these CPA´s requesting them to take an 
online survey consisting of 52 questions.  Out of the 5357 e-mails sent 353 out of the mails 
were undelivered and we received 192 answers. These answers were obtained after sending 
out two reminders. The reason for the low response rate was there being a work-free 
holiday in the USA as well as tax times in Sweden.

3.2 Measures

We asked auditors questions to determine their identification both with their profession as 
well as with their client. We used a Likert-type scale for our response with 10 points of 
reference, the first being Strongly disagree and the last Strongly agree.  

Besides the questions regarding the client and the auditor´s identification, we have also 
added some demographic questions, such as gender, age and questions regarding the 
auditor´s company.

3.2.1 Measurement of Charismatic Leadership

To measure the level of charismatic leadership we have use the same model as the one used 
in Combination of Charismatic Leadership with oriental Virtue Dimension (Su & Huang, 2004) 
which is based in the Conger & Kanungo, 20-item questionnaire.  These questions cover all 
the 5 Conger-Kanungo groups connected with charismatic leadership (Su & Huang, 2004).

3.2.2 Measures of Client Acquaintance

The measures used for client acquaintance are based on the Auditors´ Identification with 
Their clients and its effect on Auditors’´ Objectivity (Bamber & Iyer, 2007).

We have asked the participants to focus on their largest client in order to make it simpler for 
the respondent to focus their answers and thereby give more stability to the survey. We 
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have also added some demographic questions regarding the auditors´ largest client; these 
are multiple choice questions where only one answer can be selected. 

In order to see the effects charismatic leadership has on the auditor we use two cases to 
determine and asked the participant to consider how probable it would be for the auditor to 
act in a certain way. There by measuring the potential impact a client may have on an 
auditor.  The first is a case that has been used earlier in the study by (Bamber & Iyer, 2007). 
The case consist of a dispute between the auditor and the manager of the client, regarding 
an undeclared debt in the revision, the manager regards the debt to be minor and the 
auditor cannot find support in the regulations to make a decision. The question is to see how 
probable it is for the auditor to favor the will of the client.

The second is a case where the auditors company has developed a software which is sold to 
the client, However during the audit the respondent discovers a serious weakness in the 
security of the program, the question is how likely it is that the auditor will mention this in 
his/her letter to the board. This is to see if the loyalty of the auditor is stronger with the 
clients firm or with his/her own firm.

In both cases the respondent is asked to judge the likelihood on a scale of 10 points, the 
lowest being “Very low probability” and the highest “Very high probability”.

Examples of the questions used in the survey are presented in Appendix B.

3.3 Literature study

As indicated in our process discussion, our literature study faned out from the article of 
(Bamber & Iyer, 2007), the work of Shamir (Shamir, 1991) ; (Shamir, 1992); (Shamir et al., 
1993) proposed by our supervisor and from there included the work of Bass  i.e. (Bass, 1985) 
; (Bass & Avolio, 1993) ; (Bass & Bass, 2008) and Conger/Kanungo i.e. (Conger, 1999) ; 
(Conger& Kanungo, 1987) ; (Conger& Kanungo, 1988) ; (Conger& Kanungo, 1989) ; (Conger& 
Kanungo, 1992) ; (Conger& Kanungo, 1994) ; (Conger& Kanungo, 1998) and (Conger& 
Kanungo, 1997). We also looked into the work of House i.e. (House, 1971) ; (House, 1977) ; 
(House, 1996) as well as Howell/Avolio i.e. (Howell & Avolio, 1992) ; (Howell & Avolio, 1993).
From there on, articles on specific details and secondary research were searched in the BTH 
Summon and added to support our research process and lines of reasoning. We also 
scanned course literature from previous courses in management and leadership, like 
(DuBrin, 2010) and (Nicholas, 2008) for relevant aspects to include into our study.

The study was an ongoing work parallel to finding sample auditee mail-adresses and 
designing the study, to which we devoted 3-4 weeks. The study of secondary and related 
articles has been ongoing throughout the entire project. 

A lesson learned from the literature study is that some fundamentals are many times to be 
found in books which are not available online but need to be borrowed from a university 
library and that obtaining such literature may take a while. In our case, we only needed to 
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retrieve two books so it never became an issue risking overthrowing the literature study or 
endangering the project timetable.

3.4 Statistical Methodology

3.4.1 General approach

We performed a Principal Components Analysis (PCA) and identified  the latent variables 
Professional Identification, Client Identification, Client Image, Professional Image and Client 
Charisma (see Figure 4 : Research Model). In the search for components, we removed a 
number of items that were cross-loading more than one component by more than 0.3 and 
any items that failed to load more than 0.3 on any one component. The discovered principal 
components were then evaluated for Cronbach alpha, to assert they had internal reliability 
over 0.6. Third, we derived the covariance matrix to see if there are any aspects so closely 
linked that they can be removed and finally, we did a bivariate analysis on the components 
to find how they are dependent of each other.

To do the analysis, SPSS uses AMOS (Analysis of Moment Structures) (Arbuckle, 2010). AMOS 
implements the two-step Structural Equation Modelling (SEM) procedure advocated by 
Anderson and Gerbing (1988), also known as Analysis of Covariance Structures or Causal
Modelling.

3.4.2 Confirmatory Factor Analysis

CFA was developed by (Jöreskog, 1969) and test whether the data fit a hypothesized 
measurement model. The hypothesized model is based on theory and/or previous analytic 
research. Model fit measures assess how well the proposed model captured the covariance 
between all the items or measures in the model. If the model is inconsistent with the sample 
data, then the results of statistical tests will indicate a poor fit, and the model will be 
rejected.

Poor fit may be due to some items measuring multiple factors. It might also be that some 
items within a factor are more related to each other than others. If an individual item 
exhibits poor fit with a latent factor, the preferred solution is to delete the item (Aquino et 
al. 1997); (de Ruyter & Wetzels 1999).  A good fit between the model and the data does not 
mean that the model is “correct”, or even that it explains a large proportion of the 
covariance. A “good model fit” only indicates that the model is plausible (Schermelleh-Engel 
et al. 2003).

In CFA, several statistical tests are used to determine how well the model fits to the data 
(Suhr, 2006). (Kline, 2010) recommends reporting the Chi-squared test, the RMSEA, the CFI, 
and the SRMR.
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Structural Equation Modelling (SEM) procedure advocated by (Anderson and Gerbing, 1988), 
includes, as special cases, conventional techniques like the General Linear Model and 
Common Factor Analysis (CFA). SEM (CFA specifically) relies on several statistical tests to 
determine the adequacy of model fit to the data. The input data for this analysis is the 
polyserial correlation matrix, which (Jöreskog and Sörbom , 1996) recommend when the 
data include both ordinal and continuous variables. This analysis evaluate the measurement 
model to correct for measurement error and simultaneously provides a simultaneous test of 
the study’s hypotheses, estimate the revised measurement model and the structural 
equations model.

Despite the fact that we will not be using CFA specifically for this study, it serves as a 
foundation for and understanding of the PCA used. The main difference between them is
that CFA analyzes only the reliable common variance of data, while PCA analyzes all the
variance of data. If the study purpose is to explain correlations among variables and to 
examine the structure of the data (this is usual for most cases in symptom cluster research), 
CFA provides a more accurate result. If the purpose of a study is to summarize data with a 
smaller number of variables, PCA is the choice. PCA can also be used as an initial step in CFA 
because it provides information regarding the maximum number and nature of factors (Kim, 
2008).

3.4.3 Absolute fit indices

Popular absolute indices include but are not limited to, the Chi-Squared test, RMSEA, GFI, 
AGFI, RMR, and SRMR (Hooper et al. 2008)

The Chi-squared test indicates the difference between observed and expected covariance 
matrices. Values closer to zero indicate a better fit; smaller difference between expected 
and observed covariance matrices. In addition, the probability level must be greater than 
0.05 when chi-square is close to zero. According to (Gatignon, 2010), Chi-squared statistics
can also be used to directly compare the fit of nested models to the data. One difficulty with 
the chi-squared test of model fit, however, is that researchers may fail to reject the 
hypothesis (or “accept” the model) due to a lack of statistical power due to small sample 
sizes (Type I error). Likewise, when a large sample size is used, one may fail to find a model 
that fits (Type II error).

The Root mean square error of approximation (RMSEA) is considered one of the most 
informative criteria in covariance structure modelling. It avoids issues of sample size by 
analyzing with optimally chosen parameter estimates and the population covariance matrix 
(Hooper et al. 2008). RMSEA ranges from 0 to 1, with smaller values indicating better model 
fit. A value of 0.06 or less is indicative of an acceptable model fit (Hu & Bentler, 1999). 
Values as high as 0.08 represent reasonable errors of approximation (Rigdon 1996); (Fan et 
al. 1999); (Curran et al. 2003). RMSEA and CFI are less sensitive to sample size than other 
measures of fit (Fan et al. 1999).
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The root mean square residual (RMR) and standardized root mean square residual (SRMR)
are the square root of the discrepancy between the sample covariance matrix and the model 
covariance matrix (Hooper et al. 2008). The RMR may be somewhat difficult to interpret, as 
its range is based on the scales of the indicators. This becomes tricky when you have 
multiple indicators with varying scales; for instance two questionnaires, one on a 0-10 scale, 
the other on a 1-3 scale (Kline, 2010). SRMR removes this difficulty to interpret the index. In 
thus study, we basically only have one questionnaire (actually we have two but they are 
mere translations) and all scales are the same, meaning RMR and SRMR should be yield 
about the same indices. SRMR ranges from 0 to 1, with a value of .08 or less being indicative 
of an acceptable model (Hu & Bentler, 1999). 

The goodness of fit index (GFI) is a measure of fit between the hypothesized model and the 
observed covariance matrix. The adjusted goodness of fit index (AGFI) corrects the GFI, 
which is affected by the number of indicators of each latent variable. The GFI and AGFI range 
between 0 and 1, with a cutoff value of .9 or greater generally indicating acceptable model 
fit (Baumgartner & Hombur, 1996).

3.4.4 Relative fit indices

Relative fit indices, also called “incremental fit indices” (Tanaka, 1993) and “comparative fit 
indices” (Bentler, 1990), compare the chi-square for the hypothesized model to one from a 
“null”, or “baseline” model (McDonald et al. 2002). This null model almost always contains a 
model in which all of the variables are uncorrelated, and as a result, has a very large chi-
square, indicating poor fit (Hooper et al. 2008).

The normed fit index (NFI) analyzes the discrepancy between the chi-squared value of the 
hypothesized model and the chi-squared value of the null model (Bentler & Bonnett, 1980). 
However, this NFI was found to be very susceptible to sample size (Bearden et al. 1982). 

The non-normed fit index (NNFI); resolves some of the issues of sample size, though NNFI 
values may sometimes erroneously fall beyond the 0 to 1 range (Bentler, 1990). Values for 
both the NFI and NNFI should range between 0 and 1, with a cutoff of .95 or greater 
indicating a good model fit (Hu & Bentler, 1999). NNFI is also known as the Tucker-Lewis 
index, TLI (Tucker & Lewis, 1973).

The comparative fit index (CFI) is equal to the discrepancy function adjusted for the issues of 
sample size inherent in the chi-squared test of model fit (Gatignon, 2010) and values range 
from 0 to 1, with .90 or greater indicating an acceptable model fit (Bentler, 1990), (Hu & 
Bentler, 1999).

Incremental Fit Index (IFI), Goodness-of-Fit Index (GFI), and the Adjusted Goodness-of-Fit 
Index (AGFI) also evaluate the fit of the resulting measurement model. Values can range 
from 0 to 1.0 and values greater than 0.90 indicate good fit (Byrne 1998).
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Cronbach's alpha is an internal consistency (not a statistical) test that measures how closely 
related a set of items are as a group.  A coefficient of .70 or higher is considered 
“acceptable" in most social science research situations. In this field of study, the thereshold 
value is 0.6. Cronbach’s alpha and is often used as evidence that the items measure an 
underlying latent construct. However, a “high” alpha does not imply that the measure is 
one-dimensional (Cronbach, 1951). 

3.4.5 Parameter estimates and tests

Unstandardized parameter estimates retain scaling information of variables and can only be 
interpreted with reference to the scales of the variables. Standardized parameter estimates 
are transformations of unstandardized estimates that remove scaling and can be used for 
informal comparisons of parameters throughout the model. Standardized estimates 
correspond to effect-size estimates.

If model fit is acceptable, the parameter estimates are examined. The ratio of each 
parameter estimate to its standard error is distributed as a z statistic and is significant at the 
0.05 level if its value exceeds 1.96 and at the 0.01 level it its value exceeds 2.56 (Hoyle, 
1995).

Higher variance extracted values occur when the items are truly representative of the latent 
construct, and guidelines suggest that the variance extracted value should exceed 0.50 and 
that composite reliabilities exceed 0.70 (Hair et al. 1998). In this study, we will not be using 
z-statistics.
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3.4.6 Principal Component Analysis

Invented in 1901 by Karl Pearson (Pearson, 1901), Principal Component Analysis (PCA) is is a 
method that is very alike CFA and mostly used as a tool in exploratory data analysis and for 
making predictive models. PCA convert a set of observations of possibly correlated variables 
into a set of values of linearly uncorrelated variables called principal components. In the 
below simple example P1 and P2 are identified as principal components after which the data 
is transformed from the original coordinates (X/Y-plane) to the P1/P2-plane coordinates. 

The conversion is done by eigenvalue decomposition of the data covariance (or correlation) 
matrix or singular value decomposition of the data matrix (i.e. the set of observations) in 
such a way that the first principal component (P1) has the largest possible variance (meaning 
it accounts for as much of the variability in the data as possible), and each succeeding 
component in turn has the highest variance possible under the constraint that it be 
orthogonal to (i.e. uncorrelated with) the preceding components. P2 is here the second 
principal component.

Principal components are guaranteed to be independent only if the data set is jointly 
normally distributed.  In real-life studies however, data usually is more or less not normally 
distributed and the principal components end up being covariant. Hence, the software used 
to do the analysis usually finds the components that have the least possible co-variance 
(Jolliffe, 2002) i.e. that are as independent as possible.

The results of a PCA are usually discussed in terms of ‘component scores’, sometimes called 
‘factor scores’ - the transformed variable values corresponding to a particular data point, 
and ‘loadings’ - the weight by which each standardized original variable should be multiplied 
to get the component score (Shaw, 2003). 

Usually the conversion is done after ‘mean centering’ (and normalizing or using Z-scores) the 
data matrix for each attribute (Abdi & Williams, 2010). In this study, we will be looking to the 
Cronbach Alpha instead of component scores to determine the viability of the principal 
components.

Figure 1. PCA conversion, courtesy of (Peltarion, 2013)
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In statistical components/factor analysis such as PCA/CFA, a number of absolute and relative 
fit indices are often used in some combination to determine how well the a priori model fits, 
or reproduces the data (McDonald et al. 2002

3.4.7 Bivariate analysis – Pearson product-moment correlation

The Pearson product-moment correlation coefficient (Pearson’s correlation, for short) is a 
measure of the strength and direction of association that exists between two variables 
measured on at least an interval scale. It attempts to draw a line of best fit through the data 
of two variables, and the Pearson correlation coefficient, r, indicates how far away all these 
data points are to this line of best fit (i.e., how well the data points fit this new model/line of 
best fit).

It is only appropriate to use Pearson’s correlation if your data "passes" four assumptions

1. The variables should be measured at the interval or ratio level (i.e., they are 
continuous).

2. There needs to be a linear relationship between the analysed variables. 
3. There should be no significant outliers. Outliers are simply single data points within 

your data that do not follow the usual pattern.
4. The variables should be approximately normally distributed.

Judging the strength of the linear relationship according to (Cohen, 1988) r = +/- .50 are 
considered strong,  r = +/- .30 are considered moderate and r = +/- .10 are considered weak.
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4. Theory

4.1 Social Identity Theory 

Social Identity Theory is a theory of an individual process, through which individuals 
cognitively group themselves with others and, the individuals’ social identity results from 
this self-categorization. According to the theory, individuals classify themselves into multiple 
social groups such as occupation, organization, division, gender, nationality, ethnicity, and 
age (Turner, 1987); (Ashforth & Mael, 1989). These multiple identities are distinct, and may 
be compatible or competing (Wallace, 1995) (Scott, 1997). Examples of social identities 
include Journalists (Russo, 1998), soldiers (Mael and Ashforth, 1992), accounting firm alumni 
(Iyer et al., 1997) and auditors (Bamber and Iyer, 2002; 2007).

Individuals tend to identify with groups whose values appeal to the individual (Alvesson, 
2000) and adoption of a social identity increases the likelihood that the individual 
internalizes the group’s norms and values and affects the way individuals interpret 
information and make decisions , thus increasing the likelihood that a person internalizes a 
group’s norms and values (Lembke and Wilson, 1998). Defining the self in collective terms 
leads to experience of collective interest as self-interest (Ashforth & Mael, 1989); (Dutton et 
al., 1994); (De Cremer & Van Vugt, 1999) ; (van Knippenberg, 2000) ; (Hogg & Terry, 2000). 

4.2 Client Identification

Social Identity Theory predicts that service organization employees whose direct interaction 
with clients is a major part of their work will begin to identify with their clients. For example, 
(Alvesson, 2000) finds that computer consultants who work at the client’s location on a daily 
basis for many months said they sometimes knew the client company better than their own 
employing company and that they experienced identity and loyalty problems.  Auditors may 
work at the same client on a daily basis for long periods and on a recurrent yearly basis.

To perform an effective and efficient audit, auditors must understand the client’s business, 
accounting, and information systems, and know its key personnel (AICPA, 2005a). This 
stands in sharp contrast with the auditor tenure with the client being a major factor in 
auditor acquiescence (Bamber & Iyer, 2007). Results from (Baron and Kenney, 1986) indicate 
that client identification partially mediates the effects of auditor tenure on auditor’s 
acquiescence.
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4.3 Professional Identification

Social Identity theory also says that identities are separate and distinct so that, for example, 
identification with one’s employing organization does not necessarily preclude identification 
with one’s profession (Lachman & Aranya, 1986) ; (Wallace, 1995) ; (Bamber & Iyer, 2002)
and individuals who see themselves primarily as professionals are also likely to identify less 
with their employing firm, since the firm is secondary for their identity (Alvesson, 2000). 
Arguably then, the same would then be true for the relation with the client organization. 
This means that that a strong professional identification strengthens the integrity of the 
auditor in his role as an independent (and thus more objective) assessor and decision maker. 
However, although professional identification is associated with greater auditor objectivity, 
professional identification alone is not enough to mitigate the negative effect of client 
identification on auditor objectivity (Bamber & Iyer, 2007).

4.4 Other factors that may be relevant

There are indications that non-Big 5 auditors treat their larger clients more strictly (Hunt & 
Lulseged, 2007) and that Big 5 auditors thus are more prone to acquiescent behavior. This 
makes the size of the auditing firm a possible factor for future studies. Another common 
control-variable in auditor studies is the size of the client company, which may correlate to 
(for instance) Client Importance and Client Image.

4.5 Identification affects outcomes

(Deetz, 1995) reports that professionals who identify with a client are more likely to 
underreport the actual hours worked on a project because they did not want the client to 
pay for work performed somewhat inefficiently. (Iyer, 1998) finds that accounting firm 
alumni are more likely to steer business to their former accounting firm. The work of (King, 
2002) reports experimental evidence that a sense of social identity among auditors partially 
counters the self-serving biases suggested to compromise auditors’ objectivity, and (Towry, 
2003) finds that team identity affects an incentive system’s effectiveness. In sum, there is 
widespread support for the cognitive-based identification construct and that professionals, 
including auditors, can have multiple identities.
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4.6 Charismatic Leadership

4.6.1 Definition of Charisma 

Charisma is a Greek word meaning “divinely inspired gift, or gift of grace” it has been 
defined in various ways. However, symmetry can be observed among these definitions. Here 
are several definitions of charisma we have found during the lifetime of our study:

A special power that some people have naturally that makes them able to influence 
other people and attract their attention and admiration.
A special personal quality or power of an individual making him capable of 
influencing or inspiring large numbers of people.
The ability to inspire enthusiasm, interest, or affection in others by means of 
personal charm or influence. (Maxwell, 2008)
Compelling attractiveness or charm that can inspire devotion in others.
Charisma is a positive and compelling quality of a person that makes many others 
want to be led by that person. (Dubrin, 2010). 

Some people believe that charisma is a trait being born in a certain personality, while others 
perceive it as learnable quality which can be developed and increased. (Maxwell, 2008) 
described “Charisma is not manipulative energy or a magical gift given to select 
personalities, but an attractive blend of learnable qualities”. 

Halpert (1990) found that there are three important dimensions to charisma: 

Expert power, which refers to leader’s ability to influence followers because of his 
cognitive intelligence and technical skills. 
Referent power, which depends mainly on leader ability to influence people because 
of his/her desirable qualities and traits. When followers like their leader, then he/she 
will be more likely to practice referent power. 
The ability to align followers and keep them motivated towards performing their 
tasks and achieves organizations’ goals.

4.6.2 Transformational leadership

The concept of transformational leadership (Burns ,1978) was first developed for descriptive 
research on political leaders but this term is now used in organizational psychology as well 
(Bass & Riggio, 2006). 

Transforming leadership is a process in which "leaders and followers help each other to 
advance to a higher level of morale and motivation". Burns related to the difficulty in 
differentiation between management and leadership and claimed that the differences are in 
characteristics and behaviours. He established two concepts: "transforming leadership" and 
"transactional leadership". According to Burns, the transforming approach creates significant 
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change in the life of people and organizations. It redesigns perceptions and values, and 
changes expectations and aspirations of employees. Unlike in the transactional approach, it 
is not based on a "give and take" relationship, but on the leader's personality, traits and 
ability to make a change through example, articulation of an energizing vision and 
challenging goals. 

Transforming leaders are idealized in the sense that they are a moral exemplar of working 
towards the benefit of the team, organization and/or community. Burns theorized that 
transforming and transactional leadership were mutually exclusive styles. 

(Bass, 1985) introduced the term "transformational" in place of "transforming" and 
concluded that transformational leadership could be measured, as well as how it impacts 
follower motivation and performance by offering followers something more than just 
working for self-interests. Bass suggested that leadership can simultaneously display both 
transformational and transactional leadership.

The close resemblance of the above transformational leadership traits and effects with 
charismatic leadership traits have led researchers to the conclusion that charismatic 
leadership is a subset of transformational leadership (Shamir, 1993) and that 
transformational and transactional leadership positively predicts a wide variety of 
performance outcomes including individual, group and organizational level variables (Bass & 
Bass, 2008).

4.6.3 Charismatic Leader-Followers Relationship

A key dimension of charismatic leadership is the ability to establish relationships and to 
interact with followers (subordinate) as well as with other stakeholders. Dubrin (2010) 
described charismatic leaders and their exceptional capability in establishing relationships 
and inspiring others “Charismatic leaders use impression management to deliberately 
cultivate a certain relationship with group members...they take steps to create a favorable, 
successful impression, recognizing that the perceptions of constituents determine whether 
they function as charismatic leaders. A notable aspect of charismatic and transformational 
leaders is that their influence extends beyond the immediate work group and beyond 
reporting relationships.” (Dubrin, 2010). Furthermore, genuine charismatic leader is hard 
working person and enthusiastic, who shares his beliefs with group members, and the latter 
are willingly obey their leader.

Charismatic leaders have an extraordinary ability to communicate people; they use colorful 
language, and carefully choose the right level of language which suits the listener “An 
executive’s ability to speak on a colloquial level helps create appeal. A person with the high 
status of an executive is expected to use an elevated language style. When the person 
unexpectedly uses the everyday language of an operative employee, it may create a special 
positive response.” (Dubrin, 2010).
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4.6.4 Charismatic Leader and Follower Effects

When subordinates perceive that their manager is exhibiting leadership behaviors, they will 
not only attribute charisma to him or her but also change their attitudes, values, and 
behavior consistent with what the manager wants from them.

(Conger, Kanungo and Menon, 2000), noticed that leadership behavior can influence 
followers reactions towards both the manager as a leader, and towards themselves as 
followers and their functions.  The authors also provided six useful hypotheses to 
understand the relationships between charismatic leader behaviors and follower effects. 
They hypothesized that charismatic leadership behavior in somehow will contribute to
follower’s:

1. reverence for the leader.
2. trust in the leader.
3. feeling of satisfaction with the leader.
4. sense of a collective identity.
5. perceptions of group task performance.
6. feeling of empowerment.

4.6.5 The problem of Charismatic Leadership

Charismatic leadership is a problematic expression for two reasons. First, because it still 
ambiguous. For some people it has a good connotation for others it has a negative 
impression. Howell and Avolio (1992) described this problematic; “Charisma can lead to 
blind fanaticism in the service of megalomaniacs and dangerous values, or to heroic self-
sacrifice in the service of a beneficial cause.” They believe that awareness of this risk is 
missing from most of the popular writings on charismatic leadership.

Second, because charismatic leadership is an expression which many believe it is a 
hackneyed expression. According to (Kellerman, 2009) the word “Until now the word had 
lost its worth. Until now the word had been watered-down, dumbed-down to the point of 
meaning nothing.”. Also (Juurikkala, 2012) said “many believe that the notion of charismatic 
leadership has been so overused that it has lost its original significance.”

4.6.6 Types of Charismatic Leaders

Dubrin (2010) categorized charismatic leadership into five types: Socialized charismatics, 
office-holder charismatics, personal charismatics, divine charismatics, and personalized 
charismatics.

Socialized charismatics is a leader sensitive leader who works for the good of others, he/she 
aligns his own goals with group goals. Socialized charismatics are concerned about making 
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followers feeling good about themselves, and always attentive to group’s values. Followers 
of socialized charismatics normally are independent, self-confident, and responsible.

Office-holder charismatics, normally this leader occupies high-status positions.is a leader and 
his charisma is more attached to his position than to his personal characteristics, and he lose 
a lot of his luster after leaving his office. 

Personal charismatics this type of leaders is the entirely opposite to office-holder 
charismatics, since they have the requisite leadership traits and behaviors, they depend on 
their personal characteristics whether they occupy low- or high-status position.

Another type of charismatic leader is divine charismatic. The best definition of this type of
charismatic leader is Weber’s (1924) one "resting on devotion to the exceptional sanctity, 
heroism or exemplary character of an individual person, and of the normative patterns or 
order revealed or ordained by him." 

Personalized charismatics have been defined by Dubrin (2010) as “Such individuals serve 
primarily their own interests and so exercise few restraints on their use of power.” As per 
Dubrin definition to personalized charismatics, they use their personal characteristics, but 
they don’t hesitate to use their formal authorities to achieve their personal goals on the 
account of followers and even the organization’s account. Followers of personalized 
charismatics are obedient, compliant and dependent. They can be tempted into doing 
unethical activities. 

By the continuous process of Social Identity involving interaction between the auditor and 
the other individuals, especially clients, auditors (or really any individual’s) identification is 
dependent on the interactions  and thus of the nature of the interactions that make up these 
processes and thereby of social and psychological aspects of those interactions between the 
individuals. In other words, it is conceivable that charismatic leadership has significant 
impact on Social Identification of individuals, including auditors.

Few leaders are perceived as really charismatic. For instance 

in business Steve Jobs, Ingvar Kamprad, and Sam Walton
in politics Adolf Hitler, Benito Mussolini and Mahathir Mohammad
in social revolution Gandhi, Martin Luther King, Jr., Malcolm X

Religious leaders like Jesus Christ and Mohammad the messenger of Islam cannot be 
compared with their counterparts, as they all were considered to have exceptional abilities.

4.6.7 Conger-Kanungo

Based on (Willner, 1984) assertion that charismatic leadership is based on the follower’s 
perceptions of their leader’s behavior, the Conger-Kanungo model of charismatic leadership 
(Conger & Kanungo, 1998) is also attribute-based and emphasizes the strategic side of 
executive leadership. In short the attributes are
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Environmental assessments: The leader critically evaluates the status quo and the follower’s 
inclinations, needs and satisfactions. (Topping, 2002) made the same contention that the 
leader should carefully evaluate both the external environment and internal company 
member’s character to determine the most appropriate leadership style.

Articulation of strategic visions: (Conger, 1999) asserted that a charismatic leader can be 
distinguished from others by the strategic visions they formulate and by the manner in 
which they articulate them.

Total dedication: A charismatic leader is committed to the cause and vision by engaging in 
such exemplary acts as personal example, risk taking and unconventional expertise.

(Conger & Kanungo, 1998) also indicated three fundamental challenges face charismatic 
leader:

Ensure that group members are committed and have the willingness to achieve the 
goals.
Ingrain values, beliefs and behaviors needed to realizing the vision.
Invent methods to execute the vision in the market place.

Through a series of empirical studies, (Conger & Kanungo, 1999) demonstrated a five-factor 
model for verified internal reliability and external validity 

Strategic vision and articulation
Sensitivity to the environment
Personal risk
Unconventional behavior
Sensitivity to the member’s needs

including a measurement instrument, the Conger-Kanungo scale of charismatic leadership.

(Conger, Kanungo & Menon, 2000) found that there is a strong relationship between 
followers reverence for their leader and leader’s sensitivity to the environment. Moreover, 
followers reverence for their leader has a strong relationship with leader’s abilities to 
formulate and articulate his/her vision and understanding followers’ needs. Conger, 
Kanungo and Menon (2000) stated “Presumably followers see the leader's environmental 
sensitivity and visioning abilities as exemplary skills in their leaders which are deserving of 
admiration.”

4.6.8 House and Shamir 

In his work (House, 1977) originated his charismatic leadership theory as a multi-dimensional 
model incorporating leader behaviors and dispositional attributes, follower effects, and 
situational variables. This stemmed from the seminal path-goal theory (House, 1971). In the 
same line of thinking, (Shamir, et al., 1993) presented a self-concept based charismatic 
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leadership theory which emphasized that charismatic leadership transforms follower self-
concepts and achieves its motivational outcomes through at least four mechanisms

2. Changing follower perceptions of the nature of the work itself.
3. Offering an appealing future vision.
4. Developing a deep collective identity among the followers.
5. Heightening both individual and collective self-efficacy. 

They in essence the House model de-emphasize the extrinsic rewards of work and focus 
instead on the intrinsic side. Work becomes an opportunity for self- and collective-
expression.  The self-concept based charismatic leadership theory is an attempt to explain in 
greater detail the role of a strong collective identity in the leadership process. In the 
reformulated path-goal theory, (House, 1996) demonstrated charismatic leadership as value 
based leadership that emphasizes on work unit empowerment and group performance.

4.6.9 Ethical and Unethical Charismatic leader

The characteristics in Dubrin’s definition of personalized charismatics coincide with the 
definition suggested by (Howell & Avolio, 1992) to the unethical charismatics, since they 
defined “charismatic leaders are interested in pursuing their own personal vision. These 
charismatic leaders control and manipulate their followers, promote what is best for 
themselves rather than their organizations, and have moral standards that promote self-
interests. We call these leaders "unethical charismatics.” 

It is quite important to distinguish between ethical and unethical leadership, because 
charisma according to Howell and Avolio (1992) risks involved in charismatic leadership are 
at least as large as the promises. 

Unethical Charismatic Leader Ethical Charismatic Leader
uses power only for personal gain or impact.
promotes own personal vision.
censures critical or opposing views.
demands own decisions be accepted without 
question.
one-way communication.
insensitive to followers' needs.
relies on convenient external moral standards to 
satisfy self-interests.

uses power to serve others.
aligns vision with followers' needs and aspirations.
considers and learns from criticism.
stimulates followers to think independently and to 
question the leader's view.
open, two-way communication.
coaches, develops, and supports followers; shares 
recognition with others.
relies on internal moral standards to satisfy 
organizational and societal interests.

Figure 2. Individual Qualities of Charismatic Leaders (Howell and Avolio, 1992)

Brown and Mitchell (2010) provided a definition to “unethical leadership” as “as behaviors 
conducted and decisions made by organizational leaders that are illegal and/or violate moral 
standards, and those that impose processes and structures that promote unethical conduct 
by followers. And they described unethical leaders who are ready to do anything to do 
unethical acts “in seeking to accomplish organizational goals, leaders can encourage corrupt 
and unethical acts within their organizations.”



28

4.6.10 The Effect of Unethical Charismatic Leaders 

As we referred the outstanding characteristic of charismatic leader is that he/she has the 
ability to charm others, motivate them and attract them. Moreover, he/she is skillful in 
communicating others using chromatic language, and metonymy. They are masterful in 
strengthening bonds with people and inspire their trust, within the organization and beyond 
it. Furthermore, they have special abilities to understand others and read their sentiments. 
But this is not necessarily means that they use these extraordinary abilities positively. 

Unethical leadership behavior defined by (Chandler, 2009) as the organizational process of 
leaders acting in a manner inconsistent with agreed upon standards of character, decency, 
and integrity, which blurs or violates clear, measurable, and legal standards, fostering 
constituent distrust because of personal self-interest. He described the unethical behavior of 
leaders as storm leaders are the rotating winds, followers are the colliding hot and cold 
temperatures, and the situational context is the atmospheric conditions, which catalyzed by 
a critical incident or trigger event that draws everything into its center (tornado vortex). 
From Chandler’s description to leaders as the rotating wind we conclude that leaders are 
leaders are the main motive to the unethical behaviors.

Figure 3. The perfect storm (Chandler, 2009)
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Others like Lord and Brown (2004) addressed this fact negative consequences may 
happened by charismatic leadership “the downside of charisma concerns possible negative 
consequences including the abuse of personalized power, the nurture of blind loyalties, and 
the inhibition of any criticism” (Lord and Brown, 2004).

Howell and Avolio (1992) also discussed the impact of charismatic leadership under a 
subtitle “developing or enslaving followers?” they referred “Unethical charismatic leaders 
select or produce obedient, dependent, and compliant followers. They undermine followers' 
motivation and ability to challenge existing views, to engage in self-development, and to 
develop independent perspectives. Ultimately, followers' self-worth becomes inextricably 
linked to supporting the achievement of the leader's vision. If the leader deviates into 
unethical means for achieving his or her vision, followers are unlikely to question the 
leader's action.” (Howell and Avolio,1992).

Researches show that followers can blindly follow charismatic leader, followers also may 
become vulnerable to manipulation and coercion by the leader (Beyer, 1999). 

4.6.11 The auditor – really a vortex between two vortices

Looking closer at the concept of leadership being a vortex, a fair question would be what it is 
that is rotating around in the charismatic leader that ‘sweeps away’ the subject. The model 
itself is dubious and should not be considered empirically but rather conceptually. Since 
diving deeper into a concept like this will not serve this study, we will therefore not go 
deeper into this issue here.

There are indications from the field that client charisma versus auditor’s professional 
identification is not necessarily the only relevant aspect to consider when judging the 
likelihood of auditor acquiescence.   As indicated by the cases of (Flahardy, 2012) and 
(Byrnes, 2012), the question of virtue is not as simple as considering a potentially evil client 
and his possible charismatic affect towards an innocent auditor. An innocent and objective 
auditor may also be affected by a charismatic leader in his own firm, potentially requiring 
him to ‘look to the best of the firm’ in terms of keeping the client satisfied at the cost of 
objectivity.

As pointed out by for instance (De Ruyter & Wetzels, 1999), the auditing business is a 
business like any and lucrative as well and therefore is experiencing an ever increasing 
competition and therefore likely also is housing the same kind of leaders as any other 
business could. This is easily verified by the fact that the number of public accounting firms 
which are adopting and cultivating a marketing orientation is rapidly expanding (Ahmed & 
Hopson, 1990). Attention is shifting towards commercialization of the auditing role, focusing 
more and more on developing positioning strategies (Ellis & Mosher, 1995), extending the 
services portfolio (Diamantopoulus et al., 1995) and even offering “Consumer-oriented 
financial statements” (Schmidt & Sandborn, 1995). By the same logic as any other involving 
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dependent subordinates to leaders, auditors will suffer increased risk of having their 
objectivity affected by this pressure from his own employer (Knapp, 1985).

Also, the auditor himself may not necessarily have the best of integrity and virtuosity but 
may even be using his dignitary position to blackmail the client in order to gain personal 
favours and/or wealth. The auditor will likely gain deep insights into the client firm, 
strategies and transactions and perhaps even into any dirty little secrets there may be 
behind the curtains at the client. An evil auditor will have no problem using such insider 
information as leverage, the option for the client being legal scrutiny and/or media and/or 
public discomfort.

Finally, as in the likely case of the above articles, reality of the cases of failing auditors is 
probably a combination of all of these things (i.e. ‘the middle road’) that is closest to the 
truth. As someone once said, “You cannot bribe someone who is not open to it to some 
degree”.

Thus, in the end, the auditor is likely not just subject to one tornado or two tornadoes, but 
more like a tornado between two other tornadoes, namely the client- and the audit firm 
leader(s). This is a very interesting concept and a promising starting point for a more 
dynamic model of auditor acquiescence. However this is not in scope of this study but rather 
for future studies.
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5. Hypothesis development

5.1 Research model 

Figure 4 presents our research model of auditors’ acquiescence with their clients

Figure 4. Research model

5.2 Antecedents

Alike (Bamber & Iyer, 2007), we first examine three factors Social Identity Theory suggests 
will affect auditors’ client identification. Those factors are Tenure with client, Client
importance, and Client Image.

5.2.1 Tenure with client effect on client identification

Auditor tenure is the length of time the auditor spends in work with the same client. Dutton 
et al (1994) found that there is a strong and direct relationship between the length of tenure 
and the identification with the organization. Previous studies e.g., (O’Reilly and Chatman 
1986); (Mael and Ashforth 1992) also proved that there is a significant correlation between 
people identification with organization and tenure. This was the same hypothesis of (Bamber 
& Iyer, 2007), they hypothesized that auditors’ identification with the client increases with 
their tenure with the client. 

H1a: Auditors’ identification with the client increases with their tenure with the client.
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5.2.2 Client importance effect on client identification

The second factor is client importance. We expect that, the more the client is important to 
the auditing firm, the more likely auditor to be identified with the client. The key clients are 
the largest clients because normally they are more profitable. Moreover, auditor spend 
more time with these clients and working with them is more likely to provide gain a 
significant work experiences. Bamber and Iyer (2007) hypothesized that auditors’ 
identification with the client increases with the client’s importance, they stated “clients. 
These are often also desirable clients because of the visibility and work experiences they 
provide. Social Identity Theory suggests that working with large client has positive effects on 
auditors’ self-esteem, which in somehow will increase auditors’ identification with the client.

H1b: Auditors’ identification with the client increases with the client’s importance.

5.2.3 Client image effect on client identification

The third factor contributes client identification is client image. According to Social Identity 
Theory client image is one of the contributions to social identity. Dutton et al (1994) 
suggested “Members' identification is also sensitive to how they think outsiders view the 
organization”. Iyer (1997) stated “When the external image is perceived as attractive, 
organizational affiliation creates a positive social identity for the individual, who is then 
motivated to increase his or her cognitive connection with the organization.” (Bamber & 
Iyer, 2007) hypothesized also that “auditor perceptions of the client’s construed external 
image to increase their client identification.”

H1c: Auditors’ identification with the client increases with the client’s image.

5.2.4 Charisma effects client identification

The fourth factor we think affects the auditors’ client identification is the charisma of the 
client representative(s). In this study, we assume there to be one major representative 
toward which the auditor communicates the most. As discovered by (Shamir, et al., 1993), 
charismatic leadership transforms follower self-concepts and achieves its motivational 
outcomes through changing follower perceptions of the nature of the work itself, offering an 
appealing future vision, developing a deep collective identity among the followers and 
heightening both individual and collective self-efficacy. By generalizing the concept of 
follower to not only include employees but that the charisma permeate all relations that 
leader has, it stands to reason that also auditors with any regular relationship with the client 
and leader will to some degree be similarly affected by that charismatic leadership.

H2a: Auditors’ identification with the client increases with the degree of the client’s 
charismatic leadership.
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5.2.5 Charisma effects professional identification

As construed by (Gendron, et al., 2006), commitment to one's client does not necessarily 
result in a loss of commitment to the core professional value of independence i.e. 
heightened client identification does not automatically mean lesser Professional 
Identification. However we note that since anyone’s sense of organizational belonging 
indirectly affects their professional identification. Again, adoption of a social identity 
increases the likelihood that the individual internalizes the group’s norms and values and 
affects the way individuals interpret information and make decisions (Lembke & Wilson, 
1998). Thus, the same charismatic leadership will decrease the Auditors’ professional 
identification by skewing of the auditor’s self-image from identification with his employer, 
toward a stronger identification with the client and his organization. 

H2b: Auditors’ identification with his profession decreases with the degree of the client’s 
charismatic leadership.

5.2.6 Professional identification effect on auditor’s acquiescence

As per results of the (Bamber & Iyer, 2007) study, while client identification may pose a 
threat to auditor objectivity, other features of the audit may offset this threat. One such 
factor is auditors’ professional Identification. (Aranya, et al., 1981) argue that a professional 
affiliation is both separate from and precedes the development of an affiliation to a 
particular organization. When CPAs leave public practice, they often keep their certification 
and AICPA affiliation. Auditors who identify with their profession are more likely to 
internalize the profession’s norms and values. As a result, professional identification should 
promote professional behavior and auditors’ objectivity (Johnstone, et al., 2001). Just as we 
hypothesize that auditors’ acquiescence to the client-preferred treatment increases with 
their identification with the client, we expect auditors’ professional identification to reduce 
their willingness to acquiesce to the client preferred treatment.

H3: Auditors’ acquiescence to the client-preferred treatment decreases with the extent to 
which they identify with their profession.

5.2.7 Client Identification effect on auditor’s acquiescence

If auditors do exhibit significant levels of client identification, it is necessary to determine 
when this affiliation compromises auditor objectivity. Objectivity requires the auditor to 
make unbiased audit judgments instead of simply acquiescing to the client’s wishes (ISB, 
2000). Rule 102, Integrity and Objectivity, of the AICPA Code of Professional Conduct (AICPA, 
2005b) requires that a member ‘‘shall be free of conflicts of interest, and shall not knowingly 
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misrepresent facts or subordinate his or her judgment to others.’’. This rule is a basic rule of 
any auditing and as such likely part of any relevant regulations in any country. Objectivity is 
at the heart of the auditor’s value to society: to provide an unbiased opinion on the fairness 
of financial statements (Johnstone, et al., 2001). Given their professional training, auditors 
may be able to control the extent of their identification with the client so that it does not 
impair their professionalism and objectivity. Alternatively, identification with the client may 
interfere with auditors’ objectivity by inducing judgment bias.

In a study of lawyers in a large city, (Wallace, 1995) finds that professionals can be highly 
committed to both their organization and their profession, and that identification with one 
does not necessarily affect their identification with the other. Similarly, (Bamber & Iyer, 
2002) find that auditors exhibit relatively low levels of conflict between identification with 
their employing firm and identification with their profession, suggesting that auditors can 
manage competing demands from their firm and profession. If auditors can manage these 
competing demands, perhaps they can also maintain their objectivity despite identifying 
with the client. 

While prior research has not directly examined how client identification affects auditors’ 
judgments, there is reason to believe that it impairs auditors’ objectivity. For example
(Mautz and Sharaf, 1961) warned auditors that ‘‘the greatest threat to his independence is a 
slow, gradual, almost casual erosion of his ‘honest disinterestedness. ’’ More recently, within 
the framework of cost–benefit analysis and materiality, (Elliott & Jacobson, 1998) define 
auditor independence as “an absence of interests that create an unacceptable risk of 
material bias with respect to the reliability of financial statements.” Auditors’ independence 
is materially impaired if their interest presents a risk of impaired objectivity with a likelihood 
so high and an impairment of such dimension that the interest can reasonably be assumed 
to affect the outcome of the audit. 

Built part on this article, the Independence Standards Board’s (ISB) Framework for Auditor 
Independence (ISB, 2000) lists familiarity (‘‘threats that arise from auditors being influenced 
by a close relationship with an auditee’’) as one of five threats to auditor independence. 
(Johnstone, et al., 2001) also identify interpersonal relationships between the auditor and 
client as an incentive that creates a risk to independence.  

In accordance with the above, we hypothesize that auditors’ identification with their clients 
impairs their objectivity so that the likelihood auditors acquiesce to the client-preferred 
treatment increases with the extent to which they identify with the client.

H4: Auditors’ acquiescence to the client-preferred treatment increases with the extent to 
which they identify with the client.
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5.2.8 Auditor’s experience effect on auditors’ acquiescence

Again alike (Bamber & Iyer, 2007), we include an auditor-specific variable to control for 
other factors. Experience is associated with better performance in many audit tasks (Bonner
& Pennington, 1991) and was according to (Bamber & Iyer, 2007) significant to auditors’ 
acquiescence which means that the more experienced auditors are, the better are they able 
to withstand, for example, time pressure (McDaniel, 1990) and client pressure (Hackenbrack 
& Nelson, 1996). More experienced auditors have greater tacit managerial skills to better 
balance the competing demands faced in the audit (Tan & Libby, 1997) ; (Moreno & 
Bhattacharjee, 2003). We therefore hypothesize that increased auditor’s experience 
decrease the likelihood of auditors’ acquiescence with the client.

H5: Auditors’ acquiescence to the client-preferred treatment decreases with the extent of 
the auditor’s experience.
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6. Collecting, Analysing and presenting data

A Principal Component Analysis of the questions was conducted to determine the 
professional Identification, Client Identification, Client Image, Professional Image and 
Charismatic leadership and how these are dependent on each other. 

After considerable testing, Client Image and Professional Image were discharged in this 
study as the Cronbach’s Alpha values for them were below 0,6 thus deemed statistically 
unsecure and while we may be touching on them again in our analysis, we will not be 
considering them more than for our pleasure and interest. This exclusion left the following 
components to study.

6.1 Sample

Out of our 192 answer sample, 83,7% are Swedish auditors and 16,3% are based in the USA. 
84% of the respondent’s clients are private companies. 60% of the clients are medium size 
companies with 50 to 250 employees, the other groups are around 10% each.  The auditors 
themselves are experienced with 81,7 % having audited 81 or more clients.

6.2 Components

6.2.1 Professional Identification

Looking to the component of Professional Identification, we found a Cronbach´s Alpha of 
0,736 and a variance of 49,646%. The items and factor loadings below:

Table 1 : Professional Identification

Items Factor Loadings

It feels like a personal insult when someone criticizes my profession. ,658
I am very interested in what others think of my profession. ,650
When I talk about my profession I usually say “we” rather than “they”. ,587
My profession´s success is my success. ,766
When someone praises my profession, it feels like a personal compliment. ,834
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6.2.2 Client Identification

Regarding the component of Client Identification, we found a Cronbach´s Alpha of 0,834 and 
a total variance of 61,413%. The items and factor loadings below:

Table 2 : Client Identification

Items Factor Loadings

When someone praises this client, it feels like a personal compliment. ,841

When I speak of my client I usually say “we” rather than “they”. ,738
My client’s success is my success. ,895
It feels like an insult when someone criticizes my client. ,834
I am very interested in what others think of my client. ,568

6.2.3 Charismatic leadership

On the component of Charismatic leadership, several questions where removed to get a 
unified PCA:

Influences others by developing mutual liking and respect
Often brings up ideas about possibilities of the future
Shows sensitivity for the needs and feelings of the other members in the organization
Exciting public speaker
Readily recognizes constraints in the organization’s social and cultural environment 
(cultural norms, lack of grassroots support, etc.) that may stand in the way of 
achieving organizational objectives.
Recognizes the limitations of other members in the organization
Recognizes the abilities and skills of other members in the organization
Takes high personal risks for the sake of the organization.
Uses nontraditional behavior in order to achieve organizational goals

The remaining questions equally represent the five groups of charismatic leadership: 

Strategic vision and articulation
Sensitivity to the environment
Personal risk
Unconventional behavior
Sensitivity to the member’s needs

However, since these questions were removed, there is an insecurity regarding the results 
on charismatic leadership. In the end, the removal of the weak and cross-loading items, 
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resulted in a Cronbach Alpha of 0,886 and a total variance of 50,569%.  The remaining items 
and factor loadings are listed below:

Table 3 : Charismatic leadership

Item Factor loadings

Seizes new opportunities in order to achieve goals. ,682
In pursuing organizational objectives, engaging in activities involving considerable self-sacrifice. ,577
Readily recognizes constraints in the organization’s physical Environment (technological limitations, 
lack of resources, etc.) that may stand in the way of achieving organizational objectives.

,700

Provides inspiring strategic and organizational goals. ,759
Able to motivate by articulating effectively the importance of what organizational members are doing. ,796
Consistently generate new ideas for the future of the organization. ,755
Often expresses personal concern for the needs and feeling of other members of the organization. ,646
Often exhibits very unique behavior that surprises other members of the organization. ,560
Often brings up ideas about possibilities of the future. ,774
Readily recognizes new environmental opportunities (favorable physical and social conditions) that may
facilitate achievement of organizational objectives

,812

6.3 Pearson product-moment correlations

In our product-moment correlation analysis, we have included Tenure with Client and Client
Importance as well as Auditor experience as control variables, the result follows:

Table 4 : Pearson product-moment correlations

Professional
Identification

Tenure
with
client

Client
Importance

Client
Identification

Acquiescence
case 1 (debt)

Acquiescence
case 2 (SW)

Charismatic 
leadership

Auditor
experience

Professional 
Identification

1 0,028 ,188* ,427** 0,074 0,05 0,103 0,101

Tenure with client 1 ,223** ,231** 0,007 -0,068 0,069 ,379**

Client Importance 1 ,249** -0,068 -0,026 0,092 0,022

Client
Identification

1 0,352† -0,064 0,127 ,238**

Acquiescence case 
1 (debt)

1 -0,096 ,193* -0,001

Acquiescence case 
2 (SW)

1 0,08 0,115

Charismatic
leadership

1 0,148

Auditor experience 1

*. Correlation is significant at the 0.05 level (2-tailed). **. Correlation is significant at the 0.01 level (2-tailed).
†. Correlation is significant at the 0.111 level (indicative)
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6.4 Regression 1

The first model is with a case where the auditor is asked to rate the probability that he/she 
will report to the board of the clients company that a computer system sold by the auditors 
company has weaknesses with regards to control. A negative correlation indicates that the 
auditor’s objectivity is decreased.

Table 5 : Regression 1 – Model 1

Model 1 Coefficients Sig.
B Std. Error

Auditor experience 0,262 0,245 0,287

Time with employer 0,033 0,179 0,855

Professional Identification 0,083 0,167 0,62

Tenure with client -0,26 0,152 0,088

Client importance 0,004 0,18 0,982

Model summary Adj. R2= -.007 R2= .024 F=.768 p=.574

Table 6 : Regression 1 – Model 2

Model 2 Coefficients Sig.

B Std. Error

Auditor experience ,258 ,263 ,330
Time with employeer ,046 ,194 ,811
Charismatic leadership ,080 ,171 ,642
Professional Identification ,089 ,182 ,626
Tenure with client -,309 ,163 ,060
Client importance ,104 ,196 ,596

Model summary Adj. R2= -.009 R2= .033 F=.791 p=.578

Table 7 : Regression 1 – Model 3

Model 3 Coefficients Sig.

B Std. Error

Time with employer 0,04 0,194 0,837

Professional Identification 0,194 0,199 0,331

Tenure with client -0,281 0,164 0,09

Client importance 0,143 0,198 0,473

Client Identification -0,257 0,192 0,184

Charismatic leadership 0,089 0,172 0,605

Model summary Adj. R2= -.004 R2= .044 F=.918 p=.495
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Table 8 : Regression 1 – Model 4

Model 4 Coefficients Sig.

Dependent Variable: Client Identification B Std. Error

Auditor experience 0,247 0,116 0,035

Time with employer -0,003 0,086 0,968

Professional Identification 0,424 0,08 0

Tenure with client 0,103 0,072 0,155

Client importance 0,141 0,086 0,102

Charismatic leadership 0,055 0,076 0,465

Model summary Adj. R2= .236 R2= .268 F=8.526 p=.000

From this first regression, we find that:

1. Auditor experience is positively affects the auditor to reveal the weakness of the 
system and thereby Auditor experience strengthen the objectivity.

2. Professional identification increases the risk of the auditor identifying with the client.
3. Both Tenure with client and Client importance are moderately indicated to promote 

Client Identification.
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6.5 Regression 2

In this model the case used is referring to a disagreement with the client regarding 
undeclared debt, to see how the objectivity is affected. A positive correlation indicates that 
the auditor’s objectivity is decreased.

Table 9 : Regression 1 - Model 1

Model 1 Coefficients Sig.

a. Dependent Variable: Professional Identification B Std. Error

Auditor experience -0,057 0,105 0,587

Time with client -0,05 0,066 0,448

Client Importance 0,046 0,081 0,576

Client Identification 0,398 0,073 0

Charismatic leadership 0,066 0,071 0,361

Model sumary Adj. R2= .172 R2= .200 F=7.135 p=.000

Table 10 : Regression 2 - Model 2

Model 2 Coefficients Sig.

B Std. Error

Auditor experience 0,078 0,291 0,79

Time with employer -0,26 0,212 0,222

Tenure with client 0,129 0,181 0,477

Client importance -0,071 0,214 0,74

Professional Identification 0,37 0,198 0,064

Model summary Adj. R2= -.001 R2= .031 F=1.039 p=.397

Table 11 : Regression 2 – Model 3

Model 3 Coefficients Sig.

B Std. Error

Auditor experience 0,022 0,292 0,941

Time with employer -0,269 0,211 0,204

Tenure with client 0,096 0,182 0,598

Client importance -0,123 0,215 0,569

Professional Identification 0,233 0,218 0,287

Client Identification 0,276 0,217 0,205

Model summary Adj. R2= .004 R2= .041 F=1.123 p=.351
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Table 12 : Regression 2 - Model 4

Model 4 Coefficients Sig.

B Std. Error

Auditor experience -0,188 0,303 0,536

Time with employer -0,176 0,22 0,426

Tenure with client 0,243 0,186 0,193

Client importance -0,222 0,223 0,321

Professional Identification 0,079 0,228 0,729

Client Identification 0,352 0,219 0,111

Charismatic leadership 0,409 0,195 0,038

Model summary Adj. R2= .034 R2= .081 F=1.731 p=.107

From this second regression, we gained the following insights:

a) Client importance will increase the risk of client identification but has a negative 
effect on the probability that they will declare the debt. In other words; the more 
important the client the higher risk of the auditor following the will of the client. This 
Indication is not statistically secure.

b) There is an indication that Client Identification will increase the risk of auditor 
acquiescence.

c) There is a clear direct connection of the charismatic leadership affecting the auditor’s 
objectivity.

d) There is a weak indication that Tenure with client will drive risk of acquiescent 
behavior.

e) There is only a faint correlation if any between Charisma and Professional 
Identification.

f) We find a highly significant correlation between Client Identification and Professional 
Identification which we are not certain how to interpret. 

6.6 Analysis of the overall low significance levels

The overall low significance levels of those results were traced to the extended range of the 
Likert-type scales. A range of 1-10 is definitely wider than 1-6 scale of (Su & Huang, 2004). 
This result in a more disperse sample and a consequential lower standard deviation and 
significance than fist expected. There are at least two basic remedies to a situation like this:

Transform the sample data from range 1-10 to range 1-6 before analysis.
Utilizing a Monte-Carlo approach of multiplying the existing sample data with a 
constant weight.

In our study, we came to the conclusion to keep the existing data and results since the 
research question of the study had been successfully answered.
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7. Conclusions

This study examines the threat to auditor independence from client charisma and thus
extends the prior studies which have focused on more objective and structurally imposed 
effects and auditors’ financial incentives. We have used Social Identity Theory to develop a 
comprehensive model of auditors’ identification with their clients and hypothesized 
antecedents and consequences of this identification. We have added a charismatic 
leadership dimension to this model and created and executed a survey towards Swedish and 
American auditors. 

With N=192 survey answers well in the range of the 150-200 answers usually required to get 
statistically viable results, we find that the basis of the surveyed group was good enough, but 
the limited amount of answers in per cent (%) may have had an effect on the results. 

Despite our data not being as ideally reliable, our results supports the findings of recent 
studies into the social and professional situation of the auditor, that auditors’ social 
incentives play a role in audit judgment. This is yet another confirmation of other studies 
indicating that auditor’s social working conditions need to be addressed more thoroughly 
than by mere client rotation.

Table 17 : Structural equation results and estimated coefficients for the hypothesized model

Hypotesis
Independent 
variable

Dependent 
variable

Pearson 
correlations Significance Conclusion

H1a Tenure with client Client
Identification

,231** 0.01 level 
(2-tailed)

Tenure with client promotes 
Client Identification

H1b Client Importance Client
Identification

,249** 0.01 level 
(2-tailed)

Client Importance promotes 
Client Identification

H1c Client Image Client
Identification

Discarded N/A N/A

H2a Client Charisma Client
Identification

,127 >0.3 Inconclusive

H2b Client Charisma Prof.
Identification

,103 >0.3 Inconclusive

H3 Prof. Identification Acquiescence Weak if any >0.3 Inconclusive
H4 Client

Identification
Acquiescence 0,352 0.111 Indicative that Client 

Identification somehow 
promotes Acquiescence

H5 Auditor’s
experience

Acquiescence 0,258 >0.3 Inconclusive

Explorative Client
Identification

Prof.
Identification

,427** 0.01 level 
(2-tailed)

Client Identification = Prof. 
Identification?

Explorative Client Charisma Acquiescence 0,409 0,038 Client Charisma do drive 
Acquiescence!

Explorative Client Importance Auditor tenure ,223** 0.01 level 
(2-tailed)

Longer tenure with 
Important clients?

*. Correlation is significant at the 0.05 level (2-tailed).           **. Correlation is significant at the 0.01 level (2-tailed).
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7.2 H1b: Auditors’ identification with the client increases with the client’s 
importance.

Alike (Bamber & Iyer, 2007) we find that client importance will increase the likelihood that 
the auditor will identify with the client (Client Identification) and thus this hypothesis is 
supported by the results. Thus there may be truth in that  auditors spend more time with 
their key clients and working with them is more likely to provide gain a significant work 
experiences. This could also be indicating that auditors on average have very few clients and 
thus for competitive reasons need to spend more time with these clients and work more 
intimately with them in order to keep them.

7.3 H1c: Auditors’ identification with the client increases with the client’s image.

Since Client Image was discharged in this study due to insufficient confidence, this 
hypothesis can neither be supported nor discarded based on the data from this survey. 

7.4 H2a: Auditors’ identification with the client increases with the degree of the 
client’s charismatic leadership.

This hypothesis is weakly supported by the results however not as a statistically secured 
conclusion and therefore classified as inconclusive. This is in line with the result of (Bamber 
& Iyer, 2007) that auditors do identify with their clients and that auditors who identify more 
with a client are more likely to acquiesce to the client-preferred position, we conclude that 
client charisma is indicated to increase acquiesce to client-preferred decisions and so does 
the auditor’s tenure with the client.

7.5 H2b: Auditors’ identification with his profession decreases with the degree of 
the client’s charismatic leadership.

The charismatic leadership reduction of Professional Identification is low and the result is 
not significant (statistically secured) and therefore classified as inconclusive.

7.6 H3: Auditors’ acquiescence to the client-preferred treatment decreases with 
the extent to which they identify with their profession.

In our results, we find a positive correlation between professional identification and the 
objectivity of the auditor and thus this hypothesis is supported by this study. This thus also 
supports (Johnstone, et al., 2001) theory that auditors who identify with their profession are 
more likely to internalize the profession’s norms and values and as a result promote 
professional behavior and auditors’ objectivity.
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7.7 H4: Auditors’ acquiescence to the client-preferred treatment increases with 
the extent to which they identify with the client.

We find that in both our cases, this hypothesis holds indicatively. This is in line with, (Bamber 
& Iyer, 2002) which find that auditors exhibit relatively low levels of conflict between 
identification with their employing firm and identification with their profession, suggesting 
that auditors can manage competing demands from their firm and profession. 

7.8 H5: Auditors’ acquiescence to the client-preferred treatment decreases with 
the extent of the auditor’s experience.

Our results imply that auditors experience has an added positive impact on the auditor’s 
objectivity and thus this hypothesis supported. This is well in line with the results of (Bamber 
& Iyer, 2007), (McDaniel, 1990) and (Hackenbrack & Nelson, 1996) as well as (Tan & Libby, 
1997) and (Moreno & Bhattacharjee, 2003) and thus another indication of the validity of our 
research model, data and reasoning.

We also see a direct connection between the charismatic leadership and the auditor 
acquiescence that we did not expect. Letting us believe that there is a connection apart from 
client identification that affects the auditor into making client preferred decisions. 

7.9 Implications

7.9.1 Implications of results

Our study has been focused on discerning if client charisma plays affects auditor 
acquiescence to client preferred decisions. Many of the results of the survey are inconclusive. 
However, we have discovered that more experienced (older) auditors tend to withstand 
client pressure better. We can also see an indication that Client Identification and 
Professional identification are very significantly correlated. This is contrary to our initial 
assumption that professional Identification and client Identification would be independent 
and that professional identification would cushion the auditor against client identification 
effects. This is not necessarily so. Instead, through client identification, it (indicatively) 
promotes the risk of acquiescent behaviour.

Another conclusion is the distinct correlation between client charisma and acquiescence 
discovered. This implies that further studies needs to be done to establish a model extension 
of auditor acquiescence to client preferred treatment that perhaps not only include 
charisma per se but inherent properties of charisma, including not only the (Conger & 
Kanungo, 1998) models and also other dimensions like virtue (Su & Huang, 2004).
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7.9.2 Implications of procedure

The overall inconclusive results from this study shows that future studies need to get more 
samples than the overall 100-200 used in these kind of studies and/or be sure to use the 1-6 
Likert-type scale. As indicated in the analysis, it could be that some effects in social science 
may be ill-conditioned, meaning they require a lot of data to be significantly detected. 

Another approach to avoiding inconclusive would be to apply a Monte-Carlo complement to 
the sample data.

Another implication is that future studies like these are borderline cases in terms of time and 
they should be given more 4 months and involves training and experience in statistical 
analysis to allow for more time in working the data and testing different models.   
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Appendix A. The survey

This is the survey that was sent out viia the EVASys Online service. It consisted of 51 questioons in 3 pages.
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Appendix B. Statistic (frequency) results from the survey

Time with employeer

Frequency % Valid % Cumulative %

Valid

1-5 years 15 7,7 7,9 7,9

6-10 years 33 16,8 17,4 25,3

11-15 years 39 19,9 20,5 45,8

16 years or more 103 52,6 54,2 100,0

Total 190 96,9 100,0
Missing System 6 3,1

Total 196 100,0

Auditing company size

Frequency % Valid % Cumulative %

Valid

1-3 24 12,2 12,7 12,7

4-6 14 7,1 7,4 20,1

7-10 14 7,1 7,4 27,5

11-20 35 17,9 18,5 46,0

21 or more 102 52,0 54,0 100,0

Total 189 96,4 100,0
Missing System 7 3,6

Total 196 100,0

How many years have you worked with auditing?

Frequency % Valid % Cumulative %

Valid

1-3 years 2 1,0 1,1 1,1

4-6 years 3 1,5 1,6 2,7

7-10 years 10 5,1 5,5 8,2

11-15 years 21 10,7 11,5 19,7

16 years or more 147 75,0 80,3 100,0

Total 183 93,4 100,0
Missing System 13 6,6
Total 196 100,0
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How long has your company audited this client

Frequency % Valid % Cumulative %

Valid

Less than a year 3 1,5 1,6 1,6

1-3 years 15 7,7 7,8 9,3

4-6 years 37 18,9 19,2 28,5

7-9 years 35 17,9 18,1 46,6

10 years or more 103 52,6 53,4 100,0

Total 193 98,5 100,0
Missing System 3 1,5

Total 196 100,0

What position do you have at your company?

Frequency % Valid % Cumulative %

Valid

Manager for other managers 48 24,5 25,0 25,0

Manager for more than 10 people 34 17,3 17,7 42,7

Manager for up to 10 people 42 21,4 21,9 64,6

Not manager 40 20,4 20,8 85,4

Other 28 14,3 14,6 100,0

Total 192 98,0 100,0
Missing System 4 2,0
Total 196 100,0

What type of company do you work for?

Frequency % Valid % Cumulative %

Valid

Multinational 35 17,9 18,1 18,1

Natinal, Publicly traded 3 1,5 1,6 19,7

National, private 93 47,4 48,2 67,9

Other 62 31,6 32,1 100,0

Total 193 98,5 100,0
Missing System 3 1,5

Total 196 100,0

How old are you?

Frequency % Valid % Cumulative %

Valid

20-30 years 2 1,0 1,0 1,0

31-40 years 31 15,8 16,2 17,3

41-50 years 39 19,9 20,4 37,7

51-65 years 105 53,6 55,0 92,7

66 years or older 14 7,1 7,3 100,0

Total 191 97,4 100,0
Missing System 5 2,6
Total 196 100,0
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How many are employed at your clients company?

Frequency % Valid % Cumulative %

Valid

1-10 Persons 21 10,7 10,9 10,9

11-250 persons 118 60,2 61,1 72,0

251-500 persons 24 12,2 12,4 84,5

501-1000 persons 11 5,6 5,7 90,2

More than 1000 persons 19 9,7 9,8 100,0

Total 193 98,5 100,0
Missing System 3 1,5
Total 196 100,0

Client importance

Frequency % Valid % Cumulative %

Valid

Not at all important 24 12,2 12,6 12,6

Important to some degree 73 37,2 38,4 51,1

Important 63 32,1 33,2 84,2

Very important 28 14,3 14,7 98,9

Do not know 2 1,0 1,1 100,0

Total 190 96,9 100,0
Missing System 6 3,1
Total 196 100,0
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Appendix C. SPSS PCA Analysis results

Professional Identification,  Variance 49,646% - Component Matrix

Extraction Method: Principal Component Analysis.
a. 1 components extracted.

Component

1

It feels like a personal insult when someone criticizes my profession. ,658
I am very interested in what others think of my profession. ,650
When I talk about my profession I usually say “we” rather than “they”. ,587
My profession´s success is my success. ,766
When someone praises my profession, it feels like a personal compliment. ,834

Reliability Statistics

Cronbach's Alpha Cronbach's Alpha Based on Standardized 
Items

N of Items

,736 ,741 5

Client Identification, Variance 61,413% - Component Matrix  

Extraction Method: Principal Component Analysis.
a. 1 components extracted.

Component

1

When someone praises this client, it feels like a personal compliment. ,841
When I speak of my client I usually say “we” rather than “they”. ,738
My client’s success is my success. ,895
It feels like an insult when someone criticizes my client. ,834
I am very interested in what others think of my client. ,568

Reliability Statistics

Cronbach's Alpha Cronbach's Alpha Based on Standardized 
Items

N of Items

,834 ,836 5
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Client Image, Variance 58,149%

(Removed  “Client does not have a good reputation in the industry”)

Component Matrixa

Extraction Method: Principal Component Analysis.
a. 1 components extracted.

Component

1

I am very interested in what others think of my client. ,466
The client is highly regarded by society. ,872
The client is considered to be one of the best companies to work for. ,875

Reliability Statistics

Cronbach's Alpha Cronbach's Alpha Based on Standardized 
Items

N of Items

,589 ,613 3

NOTE : Only one Cronbachs alpha is above 0,6 Disregard this factor in our study.

Professional Image, Variance 59,016%

(Removed  “My profession in not highly regarded by society”)

Component Matrixa

Extraction Method: Principal Component Analysis. 1 components extracted.  
NOTE : Only two components score over 0,3 not valid case.

Component

1

Society has high regards for my profession ,918
My profession is seen as one of the foremost ,923
People that want to advance in their careers in their current employment, should moderate their 
connection with my profession.

-,276

Reliability Statistics

Cronbach's Alpha Cronbach's Alpha Based on Standardized 
Items

N of Items

,390 ,378 3

Not valid : Too low Cronbachs Alpha.
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Leadership, Variance 50,569%

Removed:
• Influences others by developing mutual liking and respect
• Often brings up ideas about possibilities of the future
• Shows sensitivity for the needs and feelings of the other members in the organization
• Exciting public speaker
• Readily recognizes constraints in the organization’s social and cultural environment (cultural norms, lack 

of grassroots support, etc.) that may stand in the way of achieving organizational objectives
• Recognizes the limitations of other members in the organization
• Recognizes the abilities and skills of other members in the organization
• Takes high personal risks for the sake of the organization.
• Uses nontraditional behavior in order to achieve organizational goals
• Often incurs high personal costs for the good of the organization
Component Matrixa

Extraction Method: Principal Component Analysis. 1 components extracted. Component

1

Seizes new opportunities in order to achieve goals. ,682
In pursuing organizational objectives, engaging in activities  involving considerable self-sacrifice ,577
Readily recognizes constraints in the organization’s physical Environment (technological limitations, lack of 
resources, etc.) that may stand in the way of achieving organizational objectives.

,700

Provides inspiring strategic and organizational goals. ,759
Able to motivate by articulating effectively the importance of what organizational members are doing. ,796
Consistently generate new ideas for the future of the organization. ,755
Often expresses personal concern for the needs and feeling of other members of the organization. ,646
Often exhibits very unique behavior that surprises other members of the organization. ,560
Often brings up ideas about possibilities of the future. ,774
Readily recognizes new environmental opportunities (favorable physical and social conditions) that may 
facilitate achievement of organizational objectives

,812

Total Variance Explained

Component Extraction Sums of Squared Loadings

Total % of Variance Cumulative %

1 5,057 50,569 50,569

Extraction Method: Principal Component Analysis.

Reliability Statistics

Cronbach's Alpha Cronbach's Alpha Based on Standardized 
Items

N of Items

,886 ,889 10



67Co
rr

el
at

io
ns

Professional
Identification

Howlonghaveyou
auditedthisclient?

Howlonghasyour
companyauditedthis
client

Istheclientapublicor
privatecompany?

Howmanyare
employedatyourclients
company?

Pleaseconsiderthe
importanceofthisclient
foryourcompany

ClientIdentification

ClientImage

Charismaticleadership

Whattypeofcompany
doyouworkfor?

Howoldareyou?

Maleorfemale?

Howmanyyearshave
youworkedwith
auditing?
Howmanypeopleare
employedwhereyou
work?

Whatpositiondoyou
haveatyourcompany?

Howlonghaveyoubeen
employedwithyour
currentemployer?

Howmanyclientshave
youaudited?

Pr
of

es
sio

na
l

Id
en

tif
ic

at
io

n
Pe

ar
so

n
Co

rr
el

at
io

n
1

,0
28

,0
02

-,0
90

,0
98

,1
88

,4
27

,2
47

,1
03

,1
24

,1
29

-,2
22

,1
01

,0
02

-,0
23

,1
28

-,1
25

Si
g.

 (2
-ta

ile
d)

,7
08

,9
73

,2
19

,1
81

,0
10

,0
00

,0
01

,1
90

,0
91

,0
80

,0
03

,1
82

,9
83

,7
60

,0
83

,0
88

Ho
w

 lo
ng

 h
av

e 
yo

u 
au

di
te

d 
th

is 
cl

ie
nt

?
Pe

ar
so

n
Co

rr
el

at
io

n
1

,7
35

,2
54

-,1
12

,2
23

,2
31

,2
37

,0
69

,1
82

,3
44

,0
28

,3
79

-,1
91

-,0
94

,2
89

,0
81

Si
g.

 (2
-t

ai
le

d)
,0

00
,0

00
,1

23
,0

02
,0

01
,0

01
,3

73
,0

11
,0

00
,7

07
,0

00
,0

09
,1

97
,0

00
,2

65

Ho
w

 lo
ng

 h
as

 y
ou

r 
co

m
pa

ny
 a

ud
ite

d 
th

is 
cl

ie
nt

Pe
ar

so
n

Co
rr

el
at

io
n

1
,1

24
,0

33
,1

51
,1

40
,1

11
-,0

09
,0

80
,2

11
,0

38
,1

90
-,0

06
-,0

25
,2

71
,0

61

Si
g.

 (2
-t

ai
le

d)
,0

88
,6

55
,0

39
,0

55
,1

32
,9

09
,2

69
,0

04
,6

09
,0

10
,9

36
,7

33
,0

00
,4

07

Is
 th

e 
cl

ie
nt

 a
 p

ub
lic

 o
r 

pr
iv

at
e 

co
m

pa
ny

?
Pe

ar
so

n
Co

rr
el

at
io

n
1

-,4
10

-,0
85

-,0
39

-,0
41

,0
24

,1
26

,1
00

,0
08

,0
99

-,2
16

,0
30

,0
06

,1
93

Si
g.

 (2
-t

ai
le

d)
,0

00
,2

47
,5

96
,5

83
,7

62
,0

81
,1

72
,9

10
,1

84
,0

03
,6

80
,9

39
,0

08

Ho
w

 m
an

y 
ar

e 
em

pl
oy

ed
 a

t y
ou

r 
cl

ie
nt

s c
om

pa
ny

?

Pe
ar

so
n

Co
rr

el
at

io
n

1
,1

76
,0

22
,2

47
,0

56
-,2

40
-,0

98
,0

15
-,0

75
,4

11
-,1

88
-,0

03
-,0

95

Si
g.

 (2
-t

ai
le

d)
,0

16
,7

63
,0

01
,4

70
,0

01
,1

80
,8

41
,3

17
,0

00
,0

10
,9

67
,1

95

Pl
ea

se
 c

on
sid

er
 th

e 
im

po
rt

an
ce

 o
f t

hi
s 

cl
ie

nt
 fo

r y
ou

r c
om

pa
ny

Pe
ar

so
n

Co
rr

el
at

io
n

1
,2

49
,2

43
,0

92
,0

13
,1

54
-,0

12
,0

22
,0

65
-,0

84
,1

33
-,1

05

Si
g.

 (2
-ta

ile
d)

,0
01

,0
01

,2
42

,8
57

,0
36

,8
74

,7
71

,3
77

,2
50

,0
71

,1
52

Cl
ie

nt
 Id

en
tif

ic
at

io
n

Pe
ar

so
n

Co
rr

el
at

io
n

1
,3

70
,1

27
,1

79
,2

56
-,1

40
,2

38
,0

08
-,0

97
,1

69
-,1

12

Si
g.

 (2
-t

ai
le

d)
,0

00
,1

02
,0

14
,0

00
,0

59
,0

01
,9

12
,1

86
,0

21
,1

26



68Cl
ie

nt
 Im

ag
e

Pe
ar

so
n

Co
rr

el
at

io
n

1
,3

49
-,0

60
,0

48
-,0

40
,1

17
,2

01
-,0

95
,1

10
,0

60

Si
g.

 (2
-ta

ile
d)

,0
00

,4
21

,5
19

,6
01

,1
23

,0
07

,2
01

,1
40

,4
17

Ch
ar

ism
at

ic
 le

ad
er

sh
ip

Pe
ar

so
n

Co
rr

el
at

io
n

1
,0

65
,1

81
,1

89
,1

48
-,0

62
-,0

90
,0

59
,1

36

Si
g.

 (2
-t

ai
le

d)
,4

03
,0

20
,0

16
,0

63
,4

28
,2

51
,4

53
,0

80

W
ha

t t
yp

e 
of

 c
om

pa
ny

 
do

 y
ou

 w
or

k 
fo

r?
Pe

ar
so

n
Co

rr
el

at
io

n
1

,3
24

-,2
54

,2
45

-,4
12

-,0
82

,1
04

,0
14

Si
g.

 (2
-t

ai
le

d)
,0

00
,0

00
,0

01
,0

00
,2

57
,1

55
,8

44

Ho
w

 o
ld

 a
re

 y
ou

?
Pe

ar
so

n
Co

rr
el

at
io

n
1

-,0
17

,5
82

-,2
72

-,1
01

,3
92

,0
82

Si
g.

 (2
-t

ai
le

d)
,8

16
,0

00
,0

00
,1

65
,0

00
,2

63

M
al

e 
or

 fe
m

al
e?

Pe
ar

so
n

Co
rr

el
at

io
n

1
-,0

65
,0

99
-,1

33
-,0

62
,1

86

Si
g.

 (2
-ta

ile
d)

,3
94

,1
85

,0
71

,4
07

,0
11

Ho
w

 m
an

y 
ye

ar
sh

av
e 

yo
u 

w
or

ke
d 

w
ith

 
au

di
tin

g?

Pe
ar

so
n

Co
rr

el
at

io
n

1
-,1

30
-,0

71
,4

39
,1

79

Si
g.

 (2
-t

ai
le

d)
,0

81
,3

44
,0

00
,0

16

Ho
w

 m
an

y 
pe

op
le

 a
re

 
em

pl
oy

ed
 w

he
re

 y
ou

?
Pe

ar
so

n
Co

rr
el

at
io

n
1

-,0
48

,0
64

-,0
33

Si
g.

 (2
-t

ai
le

d)
,5

14
,3

84
,6

53

W
ha

t p
os

iti
on

 d
o 

yo
u 

ha
ve

 a
t y

ou
r c

om
pa

ny
?

Pe
ar

so
n

Co
rr

el
at

io
n

1
-,1

03
-,0

55

Si
g.

 (2
-t

ai
le

d)
,1

60
,4

53

Ho
w

 lo
ng

 h
av

e 
yo

u 
be

en
 e

m
pl

oy
ed

 w
ith

 
yo

ur
 c

ur
re

nt
 e

m
pl

oy
er

?

Pe
ar

so
n

Co
rr

el
at

io
n

1
,0

47

Si
g.

 (2
-t

ai
le

d)
,5

26


