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Evidence-Informed Audit Standard Setting: Exploring Evidence Use and Knowledge
Transfer in Development of the Group Audit Standard

ABSTRACT

Academics and practitioners agree there are substantial barriers to systematically transferring
audit research knowledge to policymakers. We adopt a design science approach to investigate the
efficacy of employing a research synthesis to transfer academic research knowledge to audit
standard setters. We create a real-time simulation with former standard setters, based on a group
audit issue that arose in actual deliberations, to represent a “typical” instantiation of the
knowledge transfer problem. Following design science prescriptions, we evaluate the pragmatic
validity of the prototype synthesis, its creation process, and related interactive communication
with our standard setters. We provide initial evidence (“proof of concept™) that a research
synthesis can effectively and efficiently transfer audit research knowledge to audit standard
setters. A key implication is that an individual research article’s main role in knowledge transfer
to audit practice is as an input into a research synthesis that informs specific practice concerns.

Keywords: standard setting, audit, evidence based policy making, simulation, design science



Evidence-Informed Audit Standard Setting: Exploring Evidence use and Knowledge
Transfer in Development of the Group Audit Standard

1. Introduction

The transfer of insights from rigorous academic audit research to audit standard setters
and regulators is a “hit or miss” affair (Salterio, Hoang, and Luo 2019). Indeed, audit academics
and practitioners have been concerned about inadequate knowledge transfer (both from academia
to practice and vice versa) for at least 25 years (e.g., Evans, Burritt, and Guthrie 2011,
Leisenring and Johnson 1994; AAA 2018; 2009; Franzel 2016; Humphrey, Loft, and Woods
2009; Sinclair and Cordery 2016). While knowledge transfer has occurred through many
different mechanisms (Salterio et al. 2019), the ongoing complaints about lack of transfer
suggest that a systematic and effective approach to transfer research knowledge to audit and
accounting standard setters has not yet been found (e.g., Buijink 2006; Hoang, Salterio, and
Sylph 2018; Leuz 2018; Salterio et al. 2019). Furthermore, Salterio et al. (2019) note that most of
the efforts on the academic side to improve knowledge transfer to practitioners focus on the
individual journal article as the unit of knowledge transfer. For instance, the AAA Research
Relevance Task Force (AAA 2018) suggests ways for academic authors and journals to enhance
an individual research article’s role in knowledge transfer to “practice”. The accounting and
audit domain’s emphasis on the journal article as the unit of knowledge transfer contradicts
research in other academic disciplines that suggests the key to effective knowledge transfer is
synthesizing the body of research evidence on a well-specified issue (e.g. Petticrew and Roberts
2006; Straus, Tetroe, and Graham 2013; loannidis 2005).

Salterio et al. (2019) present theoretical and empirical evidence that the most promising
approach to date for systematic knowledge transfer in the audit domain is the now-abandoned

PCAOB-Audit Section literature synthesis project (Cohen and Knechel 2013; Holstrum and Ray



2006; Hermanson 2005). They show that the project’s literature syntheses results in some
knowledge transfer to policymakers. Specifically, Salterio et al. (2019) document that
practitioners could use the literature syntheses to evaluate related standards (i.e., knowledge
could be transferred for that purpose), and that standard setters increasingly, as the project
continued, cited the literature syntheses. However, the PCAOB and the Audit Section did not
continue this project after the second round that ended in 2013.! Salterio et al.’s (2019) analysis
of documents and interviews indicates that literature synthesis project authors insufficiently
adjusted from the traditional academic literature reviews (see Massaro, Dumay, and Guthrie
2016 for typology of reviews) when attempting to modify it to transfer knowledge to standard
setters. They conjecture that greater success at transfer might have occurred during that project if
“best practices” in knowledge transfer (see Robson and Robinson 2013 for a model that
synthesizes best practices) had been consistently employed across the various teams’ efforts.
The objective of this paper is to apply a rigorous design science research (hereafter DSR)
approach (e.g., van Aken, Chandrasekaran, and Halman 2016) to fully operationalize a research
synthesis modeled on knowledge transfer best practices. This DSR approach enables us to
produce and analyze evidence about the research synthesis’s efficiency and effectiveness for
transferring academic knowledge about a “real world” problem to “real world” standard setters
(i.e., its “pragmatic validity” in DSR terms). This approach is consistent with the call by Leuz
and Wysocki (2016 p. 535) “to study the experience” in other evidence based domains for its
application to “accounting, economics and finance.” We conclude that academics and

practitioners should reframe their knowledge transfer emphasis, from the individual research

1 The PCAOB-Audit Section literature synthesis project lasted seven years (Cohen and Knechel 2013). The Audit
Section Executive decided that it would have no role in developing author teams to carry out literature synthesis of
projects on subsequent PCAOB standard setting priority list (Agoglia 2017). See Salterio et al. (2019) for a detailed
analysis of this project as a means to transfer knowledge to audit standard setters.



article, to a practice-responsive research synthesis based on the body of extant research
(consisting of many individual articles) taking into consideration the evidence quality.?

The specific goals of this paper are, first, to demonstrate that a research team, under
normal academic operating conditions, can create an evidence-based research synthesis (Reay,
Berta, and Kohn 2009; Rousseau 2012; Rousseau, Manning, and Denyer 2008) to address a
practical audit standard setting issue (i.e., efficient creation). Second, to show that the research
synthesis is effective at knowledge transfer in the audit standard setting domain and results in
perceived value added to the standard setting process (i.e., effective transfer). Third, to provide
evidence about whether the process can be carried out in a timely fashion consistent with the
demands of the audit standard setting process (i.e., efficient production).

Following the DSR approach (c.f. Kogan, Mayhew, and Vasarhelyi 2019; van Aken,
Chandrasekaran, and Halman 2016) as solution developers, we evaluate the “state of the world”
and identify the gap between that state and the “desired state”. We then employ a simulation with
the intended solution users to develop and evaluate a prototype for solving a specific instance of
a practice issue leading to “proof of concept”.® We follow the guidelines in evidence-based
management literature for rapid production of research syntheses (Barends, Rousseau, and Briner
2017a). Finally, we evaluate the proposed solution, an issue specific research synthesis, for its

pragmatic validity (van Aken and Romme 2009).4

2 Individual research articles are an important and effective means of communication in the scholarly community
and as a result a key part of the knowledge creation process (Massaro, Dumay, and Guthrie 2016). See Ware and
Mabe (2015) for a historical overview of the role of articles and journals in communicating scholarly knowledge in
the academic community.

3 See Vaishnavi, Kuechler, and Petter (2004 — 2019); Hevner, March, Park, and Ram (2004); Peffers, Tuunanen,
Rothenberger, and Chatterjee (2007) for more details on the Design Science Research Approach. Related
frameworks proposed in accounting literature include Kasanen, Lukka and Siitonen (1993), Labro and Tuomela
(2003) constructive approach and Kaplan’s (1998) innovation action research.

4 Pragmatic validity emphasizes the quality of the solution generated recognizing there is a tradeoff in research
design between internal and external validity. We address these issues later in the paper.



In this research, we employ a specific group audit standard setting issue identified during
the IAASB deliberations during its first attempt to revise the “group audit” standard (ISA 600,
then known as “Using the work of other auditors™). The issue centered on the IAASB’s initial
2003 exposure draft that allowed two options for group auditor involvement in a subsidiary (or a
“component”) audit where another auditor audits that subsidiary (i.e., “sole versus divided
responsibility”’). We suggest that this issue is a “typical” instantiation of a setting where
academic knowledge transfer could occur.

We analyze documentary evidence of IAASB deliberations on this issue in 2002-2004
from IAASB meeting minutes, task force reports, various versions of the first exposure draft, and
other relevant materials archived on the IAASB website. We find no mention of extant academic
research (or any other systematically collected evidence) in the IAASB’s deliberations over this
issue. Hence, in design science terms (e.g., van Aken and Romme 2012), the existing state of the
world is not the “desired state” (i.e. academic research was not transferred in response to this
practice problem). Thus, we simulate an “alternative preferred reality” where, as a research team,
we interact with standard setters to develop a research synthesis specific to the “sole versus
divided responsibility” group audit issue.

We produce the synthesis in real-time, such that the simulation took place within the
typical 10-12 weeks between standard setters’ meetings (PIOB 2015). We recruited a former
national auditing standard setter with significant, high level IAASB experience to independently
commission a diverse group of three former standard setters to act with him as the standard
setting task force that liaised with the research team.

We found in this real-time simulation, our research team could work with standard setters

to define a precise question based on the practice issue, and could establish joint expectations



about what research evidence might be available and how such evidence might be useful to
standard setters. We then synthesized the relevant academic evidence into a format (i.e. a
research synthesis) that the standard setters perceived as useful and understandable. Furthermore,
we found that standard setters believed the synthesized evidence (all of which was available at
the time of the initial decision) would have been useful and likely have influenced the standard
setting deliberations on that particular issue if communicated at that time. Finally, supporting the
utility (and potential transferability) of the research synthesis approach, the standard setters
suggest several current standard setting issues that could benefit from the synthesis approach.

The paper proceeds as follows. We start by introducing the design science approach to
research (e.g., Vaishnavi et al. 2004 - 2019; Hevner et al. 2004; van Aken 2004; van Aken and
Romme 2009; 2012). Then we discuss a group audit standard setting issue that the then standard
setters identified during their deliberations, one that turned out to have an important impact on
standard setting efficiency and effectiveness. Subsequent sections follow the conventions of
DSR. First, we justify our decision to employ a research synthesis as an effective knowledge
transfer mechanism in the audit domain. Second, we report our simulation process including the
research team’s implementation efficiency in developing the synthesis. Third, we analyze of the
effectiveness of the prototype research synthesis in achieving its knowledge transfer goals.
Finally, we conclude our paper by discussing the implications of a research synthesis approach to
audit knowledge transfer.
2. Approach: Design Science as Research

Van Aken (2005) suggests that design science may be part of the solution for the “old and
thorny” problem of integrating management theory and practice. The design science process is

based on a pragmatic interface between theory and practice (van Aken 2005). In the broadest



terms, design science is research about “learning through the act of building” that creates
“missing knowledge” (Kuechler and Vaishnavi 2008). DSR “creates this type of missing
knowledge using design, analysis, reflection, and abstraction” (Vaishnavi et al. 2004 - 2019 p.
4).5 The goal of DSR is to “develop a solution to a real world problem of interest to practice”
(Kuechler and Vaishnavi 2008 p. 491). Over time, those using DSR approaches have formalized
the process into the “Design Science Research Process Model”, or “DSR cycle” (Vaishnavi et al.
2004 - 2019 pp. 11-16). Indeed, van Aken and Romme (2009, p. 6) argue, “Relevant input for
EBM (evidence-based management) can be produced by design science research and by design
oriented research syntheses.”

The Figure illustrates the five iterative steps found in nearly all instantiations of DSR
(Vaishnavi et al. 2004; 2019; Kuechler and Vaishnavi 2008). “Design thinking” (defined as a
“human-centered approach to innovation that draws from the designer's toolKkit to integrate the
needs of people, the possibilities of technology, and the requirements for business success”
(attributed to David Kelly in Turnali 2015)) conceptually underlies the DSR approach. Hence,
we draw on three key “design thinking” norms in implementing our DSR approach.® The first,
position innovation, involves the creation of a “new product” through the application of
analogical reasoning (Hargadon and Sutton 1997). Position innovation provides an applied
approach aimed at “creative” solution generation (e.g., Kachelmeier, Reichert, and Williamson
2008; Kachelmeier and Williamson 2010), by using analogical reasoning to transfer knowledge
from one domain to another. The second, co-creation, involves assembling a community of

users who together with the researchers engage in a product building experience (Rowley,

5> Vaishnavi et al (2004 - 2019) provide a detailed analysis of the validity of design science as a research method.

8 For discussions about and examples of the full range of design thinking tools and norms see Kuechler and
Vaishnavi, (2008); d.school (2010); and Vaishnavi et al. (2004 - 2019). We focus on position innovation, co-creation
and prototyping as they match key aspects of our environment.



Kupiec-Teahan, and Leeming 2007). In particular, DSR finds that co-creation with users is key
to transferring knowledge to create “new products” (Lilien, Morrison, Searls, Sonnack, and von
Hippel 2002). The third, prototyping, involves iteratively testing and refining the “new product”
with users while further developing the researcher’s understanding of product experience.
Prototype development needs to focus on a “typical” issue where researchers and users interact
with each other to develop the resultant “new product” prototype (d.school 2010). The goal is to
learn about the efficacy of the prototype (Brown 2008) or providing a “proof of concept” of
whether the prototype does what it is designed to do.
3. Awareness of Problem: Audit Standard Setting Context and the Group Audit Issue
Audit academics and practitioners have long been concerned about inadequate knowledge
transfer (from academia to practice and vice versa) demonstrated in academic association
reports, reports to professional accounting bodies, and calls from regulators (Evans, Burritt, and
Guthrie 2011 in Australia; Leisenring and Johnson 1994; AAA 2018; 2009; Franzel 2016 in the
USA; Humphrey, Loft, and Woods 2009 in the UK). Those academics and practitioners involved
in audit policymaking have consistently called for a more systematic approach to transfer
academic research evidence so it can be used to inform standard setting (e.g., Hoang et al. 2018;
Salterio et al. 2019).” For example, Salterio et al. (2019) examine eight practices employed with
potential to transfer knowledge in the audit standard setting domain. These ongoing concerns
(e.g., AAA 2018) suggest these eight practices, individually or collectively, did not reduce the

perception of lack of systematic effective knowledge transfer. The ongoing attempts to find

" In the accounting standard setting context, Teixeira (2014) states, “While IASB staff members are capable of
undertaking focused, standard-specific research, many find identifying, assimilating and communicating the
implications of the broader extant research pool to IASB members to be more challenging.” Leuz (2018) advocates a
similar approach to ours in what he calls “evidence informed standard setting” in financial accounting where he also
outlines some of the challenges he sees with this approach in that domain.



better ways to transfer knowledge combined with the continuing concerns that it has not
systematically occurred fulfills the necessary first step in the DSR model (see the Figure), that is,
an awareness of an important problem that influential stakeholders believe can or should be
improved on (van Aken and Romme 2009).

We focus on one particular standard setter -identified issue, as the DSR approach (e.g.,
Vaishnavi, et al. 2004 - 2019) recommends a focus on a single typical issue to provide the
opportunity to develop a concrete “proof of concept” that demonstrates the “new product” at
work. Our rationale for selecting an issue from the group audit project (described in detail in the
next section) is that the project typifies the normal standard setting project (see Table 1) arising
from stakeholder demands.® In addition, the specific project issue we simulated comes from a
question raised in the standard setters’ deliberations, not a researcher defined one.

IAASB group audit project: 2002-2004°

The IAASB’s group audit project began in 2002 with the formation of a project task force
(IAASB 2007a) to revise ISA 600 Group Audits (then known as “Using the Work of Other
Auditors”). The rationale provided for task force formation was “several bodies have requested
requirements and guidance on the audit of group financial statements (“group audits”), including
the European Commission, the International Organization of Securities Commissions (I0SCO),
the former Panel on Audit Effectiveness in the United States, . . . ” (IAASB 2007a). In 2002, the
IAASB made a tentative decision to continue the then existing practice of allowing auditors of

the overall entity and a different auditor who audits component of the entity to have the option to

8 The US PCAOB (see https://pcaobus.org/Standards/Pages/About-Standards-and-Standard-Setting-Process.aspx) is
opaque as to how it develops a project proposal up to the point of the issuance of a conceptual release or a draft
standard (see Table 1°s Step 5 for the IAASB’s equivalent issuance point).

% This section draws heavily on Hoang et al.’s (2018) and Salterio et al.’s (2019) analyses of publicly available
IAASB archives of meetings minutes and related documents.



https://pcaobus.org/Standards/Pages/About-Standards-and-Standard-Setting-Process.aspx

explicitly note the division of responsibility (i.e. “divided responsibility”) in the audit report
accompanying the consolidated financial statements (IAASB 2002a). Otherwise, the audit report
would only mention the overall entity auditor (“sole responsibility”). As the IAASB minutes
note: “As a result of the legal frameworks of certain countries, it was agreed that the division of
responsibility provision in the existing ISA 600 should be retained” (IAASB 2002a). '° The
Board reconfirmed this decision with little discussion at the next two meetings (IAASB 2002b;
2003a).

The “sole versus divided” audit report issue led to substantive audit approach differences
beyond the more obvious differences in the two audit report’s recommended wording. The two
approaches’ differences in substantive audit effort are apparent in Table 2 that shows much less
involvement of the group auditor with the component audit under a divided responsibility regime
compared to a sole responsibility approach.

In May 2003, initial questioning of this decision to retain both approaches occurred at the
meeting of the [AASB’s Consultative Advisory Group. The European Commission
representative stated “a preference for the group auditor to take sole responsibility for the
auditor’s report on the group financial statements.” (IAASB 2003b). While the IAASB noted
those comments, “After debate, it was concluded that, should the IAASB agree to retain division
of responsibility as an alternative, the explanatory memorandum accompanying the exposure
draft should provide the conceptual reason(s) for retaining it” (IAASB 2003b). Such reasons
were not provided (neither then, nor subsequently) based on our review of the documentary

evidence. More pointed questioning of the tentative Board conclusion occurred in late June of

10 The USA is where the practice of the “divided” option is still used, but at that time, other countries including the
Philippines, Brazil and Italy made use of this option (IAASB (2003a).



2003, where:

I0SCOM raised division of responsibility at a meeting of representatives of the IAASB

and 10SCO Audit Working Party held on June 30, 2003. IOSCO indicated that they

considered sole vs. division or responsibility as an important matter to be resolved by the

IAASB, and was of the opinion that the IAASB should not provide for current practice,

but for the best quality approach in the proposed revised ISA 600. IOSCO also indicated

that it would be disappointed if the IAASB provided for both alternatives, and strongly
urged the IAASB to decide on one approach. IAASB 2003b (emphasis added)

At the July meeting of the IAASB (IAASB 2003c), one of the members of the Board (not
identified) asked, partially in response to this IOSCO demand, “It is not clear why one approach
is considered better than the other, which is what is implied by the term “desirable.” Does the
one approach render a better outcome (audit)?” (IAASB 2003¢). However, our review of the
documentary evidence finds that during Board deliberations over the next year this question
remained unanswered.

In December 2003, the IAASB released its exposure draft that retained both options (sole
and divided responsibility). In response to the draft, the IAASB received 40 replies (IAASB
2004a) that featured a strong negative response to retaining both options (36, or 90% against
were against retaining the divided responsibility option, 3 or less than 10% favoring retaining
both options, 2 to 4 (another 10%) willing to allow for both options under limited
circumstances). IAASB deliberations led them to conclude they would need to develop a new
exposure draft that removed the “divided responsibility” option, or at least severely limited when

the divided option could be used (IAASB 2004a). In fall 2004, the IAASB accepted the Group

Audit Task Force recommendation to remove the divided responsibility option from the revised

11 10SCO is the International Organization of Securities Commissions that all major stock exchange regulators (e.g.,
the US Securities and Exchange Commission etc.) belong to. Their endorsement of the IAASB’s audit standards is
considered key to ISA’s being the benchmark standards for public (interest) company audits outside the USA (see
IFAC, June 11, 2009 at https://www.iaasb.org/news-events/2009-06/ifac-welcomes-iosco-support-new-clarity-isas-
and-their-role-building )

10


https://www.iaasb.org/news-events/2009-06/ifac-welcomes-iosco-support-new-clarity-isas-and-their-role-building
https://www.iaasb.org/news-events/2009-06/ifac-welcomes-iosco-support-new-clarity-isas-and-their-role-building

standard (IAASB 2004b). Thus, this issue by itself set the standard’s revision process back by at
least 18 months.'? The question raised by the Board member is representative of what we view as
a “single, typical issue” where academic evidence could have played a role in the Board’s
deliberations.

Evidence considered by the IAASB about group audits 2002-2004

As evidence-based policymaking research shows, sometimes other policymaking reasons
(e.g. cost vs. benefits) led to research evidence not being acted upon (e.g., Cairney and Oliver
2017; Head 2013; 2008; Grol 2001). Hence, before we employ this issue in our simulation, we
need to understand whether the Board at the time actually considered academic evidence in its
deliberations to rule out this alternative explanation.

We draw on the IAASB’s extensive publicly available documents for our analysis of the
types of evidence employed in their deliberations. These documents include meeting minutes,
agenda papers prepared prior to and distributed at each meeting, audio recordings of the
meetings, meeting documents of the IAASB Consultative Advisory Group (CAG), and the
responses to the 2004 exposure draft as summarized in the IAASB agenda materials. ** From this
document collection, one of the authors extracted every section where the IAASB discussed the
group audit project. Table 3, Panel A summarizes the extensive set of documentary records that
we examine (350 pages containing 141,170 words). Two of the authors read and independently
coded (for coding scheme development see online Appendix 1) each document. Table 3, Panel B

summarizes their coding of the relative frequency of evidence types employed in the IAASB

12 The final IAASB revised ISA 600 was accepted by the board in 2007 (IAASB 2007a, 2007b).

13 |AASB meeting minutes are available from June 2002; IAASB meeting agenda papers are available from
December 2002. Audio recordings are available from December 2004. The Group Audit Project is noted as a
separate item in IAASB’s September 2002 meeting minutes, albeit standard setters told us in informal conversations
that concerns started being raised about this issue in the 1990°s.

11



deliberations. Table 4, columns 1 and 2 give further details about the coding scheme whilst
column 3 provides selected examples of the evidence used in the IAASB’s deliberations.

We find that the IAASB deliberations were focused on group audit task force members’
tacit knowledge about group audits in practice (30.16%) and comment letters from practitioners
(including regulatory bodies in various jurisdictions) (31.23%). Tacit knowledge is knowledge
about “how-to” that comes from experiences and skills accumulated over time, in contrast with
“codified” or “explicit” knowledge (Nonaka 1994). Decomposing the content of the comment
letters, we find that the nature and types of evidence cited in those letters are similar to the
overall evidence types reported in Table 3. Our analysis indicates that practitioners’ attempts to
convey tacit knowledge provided IAASB policymakers with the evidence base to justify their
standard setting conclusions.

Specifically, we find there was no systematic research of any kind (e.g. commissioned by
standard setters, carried out by public accounting firms, etc.) employed by the IAASB while
deliberating the group audit standard. We find only one call for academic research (on the
application of materiality in group audits) and discovered no academic evidence being presented
to the IAASB. Given the absence of academic evidence in their deliberations, combined with the
concurrent Board member raised question, “Does one approach render a better outcome
(audit)?” (IAASB 2003c), we concluded that this issue met the requirements of DSR to be a
“typical” issue to focus on for prototype development.

4. Development of Prototype
Position innovation: Research synthesis
Design thinking’s position innovation (Hargadon and Sutton 1997) strongly endorses

analogical reasoning (Vaishnavi et al. 2004 - 2019, p. 12) to develop new, improved solutions to

12



the current domain’s concerns based on successful approaches in other domains. We identified a
potential source analog (e.g., Holyoak and Koh 1987) during our research (Hoang et al. 2018):
evidence-based policymaking that has success in other domains (e.g. medicine, public health,
law) in transferring knowledge from academic research to standard setters. We applied this
source analog to the audit setting (i.e., the target domain in analogical reasoning terms) by
developing an adaptation of evidence-based policymaking’s research synthesis approach as a
means to transfer audit research knowledge to audit policymakers.

A research synthesis approach requires “a systematic review of all pertinent evidence (not
just the evidence that supported a particular position), a critical analysis of the quality of the
evidence, a synthesis of the evidence, a balancing of benefits and harms, an assessment of
feasibility and practicality, a clear statement of the recommendation, and a detailed rationale”
(Eddy 2005, p. 12). Research syntheses are distinct from traditional literature reviews and are
specifically intended to inform policymaking (see Massaro, Dumay, and Guthrie 2016 for
typology of reviews). At a conceptual level, Salterio et al. (2019) propose that a research
synthesis approach, compliant with the Information-Seeking and Communication Model
(hereafter ISCM) knowledge transfer “best practices”, can overcome the barriers to knowledge
transfer that they identify in audit standard setting.'* As such, we adapt, from Dickson, Cherry,
and Boland’s (2014) Table 5, a nine-step research synthesis development process starting with

the development of a practice-based research question and ending with the creation of the final

14 The ISCM (Robson and Robinson (2013; 2015) synthesized decades of research on knowledge transfer in
medicine (i.e., evidence based medicine) and in social science based domains (e.g., Campbell Collaboration 2015;
Davison, Ndumbe-Eyoh, and Clement 2015; Lemire, Souffez, and Laurendeau 2013; Liyanage, Elhag, Ballat, and Li
2009; Manojlovich, Squires, Davies, and Graham 2015; Straus et al. 2013).

13



artifact, a research synthesis.™ The research synthesis development process we adapt is a robust
framework that embodies the best practices of knowledge transfer from ISCM (Robson and
Robinson 2013; 2015) and has been applied in many domains (Rousseau 2012; Straus et al.
2013; Boland, Cherry, and Dickson 2014; Cooper 2010).

To develop a prototype to instantiate the analog in the target domain, we need to simulate
the audit policymaking process (Table 1, especially steps 2, 3, 4 and 5), including explicit co-
creation with standard setters of an initial research synthesis prototype. This prototype creation
(also known as “instantiation” in design science terms) is part of DSR’s research output
(\Vaishnavi et al. 2004 — 2019, p. 16) and must be subject to evaluation of its pragmatic validity.
Research synthesis simulation overview

We simulate academic team and standard setter interactions in production of a research
synthesis in real-time. In our simulation the goal is to demonstrate a “proof of concept” that the
research synthesis can be created on standard setter’s timelines in the context of a normal
academic workload. Because co-creation in DSR requires appropriate users, our use of expert
participants with standard setting experience in the simulation allows the process of co-creation
to occur, where we focused on improving the current reality of ad hoc knowledge transfer
between audit researchers and standard setters through the creation of a research synthesis (i.e.,
DSR’s orientation towards change). As part of our simulation, we incorporated two opportunities
for interaction, as user group reaction is key to the evaluation of knowledge transfer success.

Table 6 provides further mapping of DSR’s design thinking concepts to our simulation.

15 An “artifact” in DSR refers to any human made object or process whose goal is to aid in providing a solution to a
design problem (Vaishnavi et al. 2004 — 2019, p. 1). Artifacts can be final prototypes, processes to create prototypes,
documents in the process of creating the prototype, etc.
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Based on DSR, we identified standard setters as the “lead users” in DSR terms (i.e. Lilien
et al. 2002), who would be needed to co-create a prototype. We approached a former Executive
Director of International Federation of Accountants (IFAC) with our plan to simulate the co-
creation of a synthesis prototype in response to the specific group audit practice issue (i.e.
develop a “proof of concept”) and to evaluate its effectiveness at knowledge transfer. He
developed a list of potential former standards setters to contact and secured three of his four first
choices. All four participants (including himself) had requisite standard setting backgrounds (see
Table 7 for background of standard setters). In the rest of this paper we collectively refer to the
group as “our” or the “four” standard setters.

The simulation proceeded as follows. The four former standards setters became the
simulated group audit task force (e.g. see Table 1 item 3a and 3b). Prior to the first meeting, we
briefed our standard setters with a memo (see online Appendix 2) that contains the material that
would have constituted the project mandate in actual standard setting (see Table 1 item 2). At the
first meeting, the task force interacted directly with two research team members who (along with
the third member who remained in the background until after synthesis delivery) would create
the synthesis (Table 5).17 At the second meeting, we discussed the research synthesis including
their evaluations of its usefulness. We revised the synthesis in light of that discussion, and sent it
to them approximately two weeks later. Concurrently, the third research team member, who until
this point remained in the background, separately interviewed standard setters about their

simulation experience. We document our design process in Table 8’s timeline.

18 The research received approval from the General Research Ethics Board at two of the authors’ institution and
received delegated clearance from the other author’s institution.

7 The third research team member did not play a “front and center” role in meetings with the standard setters to
allow for a greater likelihood of frank exchange of views in the one-on-one debriefing interviews.
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Table 9 documents the series of artifacts that we created ourselves, or obtained from third
parties, noting those circulated to our standard setters. We maintained a shared on-line repository
for the filing of the videos, transcripts and other artifacts that we created or acquired. In both
video-recorded meetings with our standard setters, two research team members took detailed
notes during each meeting and the third team member transcribed verbatim the recordings. A
second team member checked transcriptions for accuracy. Finally, the third research team
member held debriefing interviews (see online Appendix 3 for interview script) and transcribed
verbatim the recorded debrief meetings, which a second author reviewed on a sample basis.®
5. Prototype — Research Synthesis in Audit Standard Setting

Following design science prescriptions (e.g. Vaishnavi et al. 2004 - 2019, pp. 13-14; van
Aken and Romme 2009), we first describe and examine the design process and challenges
associated with developing the research synthesis prototype. Second, we examine whether the
resulting research synthesis met the goal of effectively transferring knowledge to our standard
setters (i.e. the pragmatic validity) in Section 6.

The context

The research team approached the simulation as if it was a routine part of our
responsibilities as academic researchers. The simulation took place in a term where the team
members were teaching a normal course load, continuing with their other research
responsibilities including “revise and resubmits” and drafting other papers, and continuing with
their normal service requirements. In other words, the team members did not “drop everything”

for twelve weeks and focus solely on the production of this research synthesis. This provides

18 We followed the guidance of Malsch and Salterio (2016) and Kenno, McCracken, and Salterio (2017) in carrying
out the interview process.
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initial proof that research syntheses productions are consistent with the norms of academic life,
rather than a special project requiring total focus and extraordinary resources.*®

At the first meeting with our standard setters, we discussed the proposed process and
agreed on the timelines found in Table 8. We ensured that participants had reviewed the briefing
note about the focal issue (see online Appendix 2) where the research team proposed a question
raised by a then standard setter during actual deliberations in 2003 as starting point.?°
Co-creation of the practice based question and expectations

The standard setters and the research team initially built a common understanding of the
sole versus divided responsibility issue. As part of that discussion, our standard setters recalled
their lived experience with the group audit standard setting process. They recalled that most of
the standard setting discussion initially focused on the legal frameworks that differed “that it is a
lot of it due to legal frameworks in different countries and obviously liabilities” (SS4, M1, p.
2).2! They highlighted that “a source of misconception” was the different legal regimes between
Europe and the USA, where in Europe “every company had to have a statutory audit, so it was
very natural to kind to build up on a whole pile of audits”, whereas in the United States “we

don’t have that. So typically a group audit was focused from the top down” (SS2, M1, p. 3).

1% Tables 8 and 9 shows that it took us three months for recruitment of standard setters. If implemented as a normal
standard setting practice, the standard setters would identify the proposed issue and their liaisons so that time would
be “saved”. This “savings” provides time to recruit an academic team. Some PCAOB-Audit Section teams
completed their project in six months from announcement of team formation (personal communication with authors)
providing further support that the synthesis can be created in the period between Board meetings.

20 |f standard setters implement the synthesis approach, they or their support staff, would initiate a request to
academics for development of a research synthesis around an issue. However, the parties would still need to reach
common understanding of the question including how and what research evidence might be available able to answer
it. This approach does not exclude other channels of research synthesis development (see Salterio et al. 2019).

21 See Tables 7 and 8 that describes how we cross-reference our artifacts’ underlying documents to provide an audit
trail from our reported findings in this paper to our supporting documentation, following best practices for
qualitative research (Malsch and Salterio 2016). Our cross-referencing annotation is as follows: (SS4, M1, p. 2)
indicates SS4 is the simulation participant (standard setter 4), M1 is the event “Meeting 1” (the simulation’s first
joint meeting of the research team and standard setters), and p. 2 refers to the meeting transcript page humber.
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This discussion gave us further insights into the minds of standard setters, the nature of evidence
they were considering at the time, and aided in our reaching a common understanding of the
issue.

We then focused the discussion on understanding of the standards setters’ interpretation
of the question we identified in the IAASB deliberations: “It is not clear why one approach is
considered better than the other, which is what is implied by the term “desirable.” Does one
approach render a better outcome (audit)?” (IAASB 2003d). The goal of this part of the
discussion is to produce a “clearly defined and well-focused question that academic research can
likely provide a specific answer to” (Table 5).2?

The discussion started by focusing on what a “better audit” means. “If you divide
responsibility, does that in some way impair the effectiveness of the audit? The other question
would be, if you take full responsibility as a group auditor, are you actually improving the
quality of the audit?” (SS2, M1, p. 1). But another view was that the key issue was not who took
responsibility, rather “The question is not so much about whether one approach, either dividing
responsibility or assuming sole responsibility is more desirable or better than the other because
in my view it gets down to execution. ”’(SS3, M1, p. 3). Under that view “if you have an auditor
that is assuming full responsibility, there is no guarantee that that group auditor is going to do
the right things in terms of scoping the group audit and communicating with component auditors
in making sure that the right amount of work is being done . . .” (§S3, M1, p. 3). However, as

the discussion continued “And I think if you are going to draw a distinction for readers

between...the two regimes, then there ought to be some real meaning behind that” (SS2, M1, p.

22 The ISCM (Robson and Robinson 2013) suggests significant interaction at the question development phase so that
the researchers understand the issue they are to provide evidence concerning.
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6). This process of question co-creation with the standard setters led us to conclude that we as
researchers needed to address the following, as summarized in our memo to file:

Is a group audit where the group auditor takes sole responsibility in the audit report for all
component audits likely to be more, less or equally effective as when there is divided
responsibility in the audit report between the group and component auditor?

1. This question needs to be addressed from an auditor carrying out the audit
perspective in that it needs to be understood under what conditions each
outcomes with respect to audit effectiveness is likely to occur. (SD)*

Part of successful knowledge transfer is a common understanding that it is unlikely the
synthesis will provide “one right answer” to the issue. As we noted to standard setters:

One thing that has come up consistently is do we think we are going to provide “the
answer”’? And categorically that is not true. When we talk about evidence-based or evidence-
informed decision making, it is not the standard setters are in any way abdicating their
responsibility to academics, nor should academics want that responsibility. But rather, it is
to give a, to the extent as possible, an impartial evidence-based assessment, about a specific
question that may inform the deliberation of standard setters. (M1)

We observed, as can be seen on the video recording, that all four standard setters nodded their
agreement with this statement.

As part of the discussion about how to interpret the practice issue, the research team
described to the standard setters what we thought we could deliver based on our general
knowledge of the audit research literature, as well as the economics and psychology literature.
Important to the integrity of the simulation is that, as research team members, we did not “read
ahead”. We noted that “we would take a look at the direct on point literature that talks about

group audit” (M1), however, we did not believe that we were going to find a lot of such

2 During this co-creation process, a second practice-based issue was identified: “From a reader of an audit opinion
perspective what is the message that is conveyed about the effectiveness of the audit by mentioning/not mentioning
the existence of a component auditor?” (SD). The research team realized later that it would not be possible to
address the two different issues in one research synthesis. We informed our standard setters that the second question
would have to be addressed as a separate synthesis project given the differences in issue scope.
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research. Hence, we stated “we are going to look broader in the audit research literature as a
Whole for appropriate analogies” (M1) further that “we are going to scope out . . . . basic
questions which is what are the decision making and information, communication effects of
having one voice versus having two voices involved” (M1) in making work effort decisions. We
would examine “what are the problems potentially in the internal communication process, when
you have one person who is claiming overall responsibility and another person saying ‘no, we
are equally responsible’” (M1). In particular, we noted

If we are to think of this as an accountability relationship.... where we have the sole
auditor being the one voice that is claiming responsibility for the entire audit, would that
cause differences both in the behaviour of component auditor, in the types of
communication component auditor would make to the group auditor, versus a situation
where their names are both mentioned in the report and they are both claiming
responsibility for the audit in some way? (SD)

The standard setters reacted positively to the disclosure of the direction that we were
considering taking. “I always felt uneasy and kind of blind to our lack of research and
understanding other than anecdotally about how a standard might affect someone’s behaviour.
And | always wanted to have some better understanding of decision making, biases, these sorts
of things, how people perceive the words. ” (SS2, M1, p. 14).

Creation of the research synthesis

We wanted to ensure that we fully documented the research synthesis process as required
by the norms of evidence-based policymaking. Documentation of a protocol in advance of the
literature search disciplines the researchers from attempting to change their conclusions by
changing the search parameters. Specifically, we use the guidance provided by the Centre for
Evidence-based Management (CEBMa) in the Guideline for Rapid Evidence Assessments in

Management and Organizations V 1.0. (Barends et al. 2017a) where, through a formal process
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and drawing on best practices in research synthesis development in other fields, evidence-based
researchers in management provide a structured approach for developing research syntheses. The
“Rapid Evidence Assessment (REA)”, aimed at producing research syntheses in a time-
constrained environment without loss of quality consistent with our desire to meet standard setter
meeting cycles that are approximately twelve weeks apart. The REA process leads to a balanced
assessment of what knowledge there is (and is not) in the scientific literature about an
intervention, problem or practical issue by using a systematic methodology to search and
critically appraise empirical studies (Barends et al. 2017a). We compared this guideline with
guidance in medicine (e.g., Straus et al. 2013) and in the social sciences (e.g. Campbell
Collaboration 2015) to ensure robust agreement among the sources. To document that we follow
the REA, we use the the research synthesis protocol and the research synthesis report templates
provided by the Campbell Collaboration (2015). One research team member initially populated
the protocol template with the other team members acting as reviewers suggesting amendments
as they saw fit. See online Appendix 4 for a summary of the 29-page research protocol.

To create the synthesis, the research team carried out the literature search based on the
protocol. Table 10 reports the various search terms we employ and the steps we use in narrowing
down the broad initial search to the set of articles to read in detail.?* The Table reports we use
two major databases from business research (i.e. ABI/Inform, Business Source), one major
comprehensive database of economics research (i.e. ECONIit), one comprehensive psychology
database (PsychInfo), and one “grey” literature database (SSRN). Table 10 also reports the

breakdown between the research available to synthesis writers at the time of the IAASB

24 The protocol is designed to produce a comprehensive set of research articles then follow a process to winnow the
larger set down to the subset that informs the specific research issue. See Cooper (2010) Chapter 3.
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deliberations (up to December 31, 2003) and research done since that date.?® We employed the
Campbell Collaboration (2015) synthesis report template to create our synthesis. Following the
template’s prescriptions, we separate the synthesis’s analysis and conclusions from an appendix
that gave search details, key articles synopsis, and other production details.?® The key articles’
synopsis consists of data extracts (see Table 11, Panel B “Data Extraction of . . . ) about “year
of publication, research design, sample size, population (e.g., industry, type of employees),
outcome measures, possible moderators or mediators, main findings, effect sizes with a 95%
confidence interval, limitations, and the final level of trustworthiness” (Barends et al. 2017a, p.
16).

All research synthess approaches require systematic evaluation of the evidence quality
based on the contents of the individual studies. Following the REA (Barends et al. 2017a, pp. 17-
20), we evaluate each study’s methodological appropriateness based on the classification systems
of Shadish, Cook, and Campbell (2002), and Petticrew and Roberts (2006). Under that
classification, a “systematic review or meta-analysis of randomized controlled studies” is
assigned the highest quality (graded at AA); “randomized controlled studies” are graded as A;
and so on, with the lowest grade E being assigned to “case studies, case reports, traditional
literature reviews, theoretical papers”. We also assess each study’s effect size using Cohen’s
rule of thumb (Cohen 1988), consistent with CEBMa recommendations (Barends et al. 2017b, p.
17). Under this guidance, a ‘small’ effect is one ‘visible through careful examination’ (e.g.,

standardized mean difference < 0.20); a ‘medium’ effect is one ‘visible to the naked eye of the

%5 Qur standard setters wanted, as part of their agreeing to participate in the simulation, for us to include all relevant
post-2003 research. We agreed to provide that synthesis version after the simulation. During the simulation, our
standards setters received a synthesis of evidence available at the time of their deliberations in early 2004.

% The complete research synthesis, its appendix, videos of the synthesis discussions with standard setters and other
artifacts are available on a website at REDACTED for review.
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careful observer’ (e.g., a standardized mean difference of 0.50); a ‘large’ effect is one that can
easily be seen because it of substantial size (e.g., standardized mean difference > 0.80).%’
Presentation of draft synthesis

Evidence-based policymaking emphasizes that a key to the syntheses’ acceptance by
users is ongoing iterative communication between the research team and the users, not just a
preparation of a written report (Salterio et al. 2019; Robson and Robinson 2013; 2015; Reay,
Berta, and Kohn 2009; Gambrill 2006). Our standard setters highlighted the success of iterative
communications that took place in the two meetings with the researchers. SS2 states, ““I think
that iterative communication would be very important to make this work properly.” (M2, p. 4).
SS1 characterized the meeting dialogue as follows:

Everybody fed off each other. I mean somebody’s commented, then [ would say ‘I
refer to SS2’s comment’ or SS3 would say a comment, so that’s the normal
iterative process, freewheel thinking, 1 think exactly what you tend to see in board
meeting, if you debate a subject, next speaker would reference to something
somebody else had said, or challenge what somebody else had said, and show
that they were listening, much as they were formulating their own views, trying to
connect the dots between what were discussed and said and what that person said
and what | am thinking. (D1, p. 5)

Our draft synthesis was 15 pages in length, accompanied by a 44-page detailed appendix (see
Table 11 for the “table of contents’ for the synthesis and it’s appendix). Online Appendix 5
provides the Executive Summary that accompanied the finalized synthesis. We designed the
draft synthesis to be no longer than a standard interim report that the IAASB would receive from
a Task Force. Consistent with IAASB norms, we circulated the report one week in advance of

our second meeting with standard setters.

27 For this simulation’s purposes, we used conventional assessments from the sources noted in the text. Future audit
specific research is required to determine appropriateness of these assessments for the audit domain as part of the
infrastructure that needs to be developed.
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Summary of instantiation

The fact that the research team was able to produce the synthesis in twelve weeks, while
continuing with our other responsibilities as academics, suggests that developing a synthesis can
be done on standard setting relevant timelines without the researchers having to make
extraordinary changes to their normal activities as academics. The research team, having never
completed a synthesis themselves, had no ex ante expectation about whether the process could be
completed on such a timeline. Further, as we had not “read ahead”, we had no idea if we would
find a meaningful literature to synthesize that might inform standard setters. Ex ante we also did
not know if standard setters and the research team could successfully converge on agreed
understanding of the issue. The process reported above are consistent with these concerns being
successfully addressed, so the key remaining question is was the produced synthesis actually
effective in transferring useful knowledge to standard setters?
6. Evaluation of Prototype Quality

To evaluate the prototype quality, we analyzed the transcript from the second meeting
with standard setters and the debriefing interviews (see online Appendix 3) with the four
standard setters. In design science terms, assessing prototype quality means evaluating the
pragmatic validity of the resultant prototype. Pragmatic validity requires the research team to
provide evidence that it developed a “proof of concept” implementable in practice, that users
find it is relatively simple, easy to use, understandable, and believe they could use the prototype
in the current setting and that it would generalize to other practice settings.
“Proof of concept” and practice implementation

We now examine whether the “proof of concept” synthesis prototype is useful to standard

setters in this particular issue. “Useful” includes the ability to manage the communication
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process leading to standard setters’ willingness to regard the syntheses evidence as reliable and
important to incorporate into their overall deliberations.

As to the communication process SS1 stated, “they did not come across as defensive to
hold their position or the paper, very important, very important | thought to be neutral academic
researcher in this aspect...” (D2). SS2 shared this view stating: “I could see the academic world
being kind of the objective fact-gathering, synthesizing group that doesn’t really have, you know,
an axe to grind or a position to defend but it is very important that you not have that” (D3). SS4
believed if an academic perspective yielded evidence that converged with intuitions of auditors,
then it would add credibility to those intuitions and incentive to argue in favor of that position in
board deliberations. SS4 described the audit standard setting context as a technical space where
“one always thinks, tends to think ‘we are the technical people, we know how to do it’, and you
know ‘that’s the best way’. But you know others have different views, and they may be able to
add to why we do certain things, or even how we do things” (D4, p. 10).

Initially, both SS2 and SS3 in the second meeting (M2) indicated that the synthesis did
not convey that the researchers had a comprehensive understanding of the execution of group
audits in practice. “l have no idea whether they understood enough of the background to do this”
(D2, p. 6). Yet as the discussion continued, the standard setters began to realize that it was their
perception of the proposed standard’s wording rather than the research team’s interpretation that
underlay their initial reaction. “If you read those requirements, you can take away that there is
very little that the group auditor in a divided scenario would need to do” (SS3, M2, p. 3). In
other words, the discussion with the research team caused the standard setters to make a more
explicit link “about how the words in a standard really need to drive the behavior we expect

from both parties” (SS3, M2, p. 3)
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Our standard setters suggested that some interim contact with the researchers occur
between question finalization and report presentation especially if there are scope changes (e.g.
SS2 called for more “touchpoints” describing them as “very workable” (M2, p. 8)). SS2 suggests
an example of where such a “touchpoint” could have occurred “...when you first kinda honed in
on well, there isn 't really much literature exactly on point, we gotta move to the accountability
literature, I think that would have be the time to check in with your standard setter group” (SS2,
M2, p. 6).

Synthesis report contents

One criteria of “useful” would be that the simulation participants deem the synthesis as
easy to read and understandable (Kasanen, Lukka, and Siltonen 1993). Key attributes that our
standard setters use to describe the synthesis process includes timeliness of producing the
research synthesis, the process of communication, the documentation that supported the
extensiveness of the literature search including the fact that research evidence considered was
global in nature, and clarity of the synthesis itself.

Standard setters described that part of their interest in participating in the simulation was
the potential for the research synthesis process to produce a report within a short time frame.
SS1, SS3 and SS4 specifically indicated that this timeliness contributed to the synthesis
usefulness. As SS3 stated, “I think it was a very worthwhile exercise to try to see if there is way
to speed up the process of getting targeted, useful information back to standard setters in a very
condensed time period” (D3, p. 2).

Our standard setters described the synthesis as easy to use to address the standard setting
question. SS3 stated that it provided the basis for robust conversation that was helpful and

constructive. SS1 observed, “In fact, | think we got a clearer answer than might have been .. ..”
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(M2). In addition, SS4 described specific elements of the report, suggesting that the report’s
format was useful to inform thinking about the sole versus divided responsibility issue. These
formatting elements included a table comparing the amount of work under each approach, and an
appendix that tabulated all of the summarized research separately from the synthesized evidence:

The synthesis document articulated very clearly that...under the sole
responsibility model, there was a whole table of the amount of work you did, and
what steps, procedures you followed, and it compared to division of responsibility
to say this is what you did, very visible and very evident that you were doing much
less work under the division of responsibility work as a group auditor...You had
the appendix, which is kind of where you had done all the literature surveys and
comparisons looking for the research...the document (i.e. the synthesis itself)
wasn’t cluttered with all of that...” (D4, p. 9)

Another contribution to the overall positive evaluation of the research synthesis was the
length of the main synthesis report at 14 pages (see Table 11, Panel A). As SS1 put it “l was
happy with the length of the document ... long enough to have details explaining the academic
rigor ... short enough to enable the standard setter who is going to have 30 papers like this (i.e.
briefing documents that accompany a board meeting agenda) to read before the board meeting,
to be able to get through it.” (D1, p. 1). Further contributing to the positive evaluation of the
research synthesis was its documentation (SS4 especially noted the three Appendix tables “Data
Extraction from . ...” see Table 11 Panel B) that supported the extensive breadth of our
evidence search, providing as SS1 noted “a global body of research ... not just North American
views, or not just European views.” (D1, p. 6). At no time in the process did any of the standard
setters ask for additional detail about individual research studies that collectively form the basis
of the conclusion of our research synthesis. While one standard setter suggested that occasionally
a standard setter might require more details about an individual research study, our simulation

demonstrates that these standard setters found the synthesis as the “unit of knowledge transfer”
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to be effective. Finally, the standard setters also commented positively on the use of research
from outside the audit domain to support the synthesis conclusions as SS3 put it “I think we were
all surprised at the volume of information that was available” (D3, p. 5).

Nonetheless, standard setters had suggestions for improvements to the reporting process.
SS2 wanted more assurance that the researchers were not “cherry picking” from the literature
stating:

“I was expecting to see a broader consideration of other literature, and it would have
been perfectly okay to say ‘well we’ve looked at this literature but it’s really not relevant
and here is why.’ I presume that you did that and I think it said you did that. It’s just it
didn’t say what these other literatures were or why you rejected. And I think that would
be important for me to see.” (D2, p. 7)

It is possible that our report design approach (separating the synthesis proper from the
Appendix’s scoping details and detailed tables of literature reviewed) was responsible for SS2’s
critical observation. There were also calls to ensure that in the main synthesis report that the
research team clearly emphasize that the evidence base comes from studies done in many
jurisdictions, not just the USA (SS2, SS4), given that in our synthesis this information is found in
the Appendix. However, as one standard setter noted that the standard setting community is a

diverse group, and:

“different people will react in different ways to the information provided . . . . some will
say if they can’t quickly find a handful of nuggets . . . they will dismiss it. Whereas others,
within the standard setter community will look for every way possible to look at what’s
done, and findings to find connections with what they are doing . .. .” (D3, p. 8)

The standard setters were blunt in communicating that certain conventions in the business
world should be applied to a synthesis report. For example, SS3 stated “Executive summary,
always helpful” (M2) and built on that point to illustrate that academics writing such syntheses

had to avoid having standard setters “navigate their way through all the technical language” to
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avoid “frustration” (SS3, M2, p. 7). Further, they wanted the “caveats” (D1, p. 7) be clearly
separated from the report’s conclusion “so that the standard setter would look and say here is
what the conclusion is for the study, and caveats are set somewhere else” (D1, p. 7).
Readiness of standard setters to use synthesis

The simulation also provides evidence that the knowledge was useful to standard setters’
thinking about the sole versus divided responsibility issue. All standard setters described the
research synthesis as contributing to their having a better decision process based on the larger
information set, and characterized the usefulness of the synthesis as in part, coming from
stimulating their thinking in directions that they would not normally go. One standard setter
described it as “prompting them to think in their role of a standard setter about their current
position on the issue and here is another perspective for them to think above ... (this) is a
positive outcome” (SS1, M2, p. 5). When probed about the meaning of “stimulating thinking”,
SS1 described that the research synthesis would impact decision making, no matter how the
evidence aligned with a standard setter’s initial position on the issue:

When it is debated, then everybody would have come up with a decision based on
having given some thought to whatever the issue it was that stimulated board
member number 1 ...presumably the final output would be better than it was
before...I can’t say that the decisions were better, I can say the decisions have
more information behind them. They might still make a bad decision, but they
make the decision with more knowledge to make that decision. (D1, p. 8)

All standard setters concluded that the research synthesis made them think more specifically
about root causes of group audit performance. The standard setters observed that the synthesis
shed light on the “behavioral side of auditing” where there was limited literature directly on the
topic of group audit (SS3, M2), and that the report’s “psychological approach” gave “more

substantive reasons” behind their “gut feel” (SS4, M2).
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Further, our standard setters were quick to point out the applicability of the approach to
other standard setting questions. For example, “I think there is a lot of possibilities that can come
out of this exercise (the simulation)... not just for group audits but other things as well” (SS3,
M2, p. 5). Indeed, they speculated about the use of the process on new topics by asking, “Do we
see that this exercise might work equally well if the board is struggling with a couple of options
around some new topic...?” (SS1, M2, p. 4) with a response from SS2 “Yes” and SS3 “Yeah ... |
do think this can be extrapolated to different scenarios” (M2, p. 5).

Summary of pragmatic validity evaluation

Overall, we were able to create a research synthesis prototype in the context of a normal
academic term whilst we carried on our other responsibilities. We heard from all four standard
setters’ variants of what is summarized by SS4 as “I was very happy with reading the report. |
thought it was very helpful” (D4, p. 4). This overall positive view of the synthesis led the
standard setters to desire to be publically associated with the project “I do think there is
something here to try and sell to standard setters” (SS1, M2, p. 10).2 Further, the standard
setters involved asked for more contact with the researchers during synthesis creation, at least at
key “touchpoints,” rather than suggesting that their involvement was an excessive time
commitment. As for the pragmatic validity of the prototype synthesis, the standard setters found
it to be useable, discussed specific points that they felt made the synthesis report novel in their
interactions with academics, and felt it would have affected their standard setting decision-
making. Specifically, we demonstrate an instantiation of the synthesis development and

communication process for a specific standard setting issue that our standard setters viewed as

28 For example, see the video (at REDACTED for review) about the simulation that was approved by the standard
setters for dissemination to, as they put it, add their credibility to the project’s findings.
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being informative to relevant users, thus providing “proof of concept” for our proposed change.
That the standard setters suggested other standard setting topics and settings that could benefit
from the research synthesis process suggests the approach would generalize. In other words, the
simulation process provides these standard setters with comfort the approach could be a general
solution to the knowledge transfer “gap” between audit researchers and standard setters.
Internal versus pragmatic validity

Employing a DSR approach requires co-creation as part of the process. Co-creation
between the researchers and standard setters of the prototype research synthesis raises the issue
that an “independent observer” (van Aken and Romme 2009, p. 3) was not evaluating the
prototype’s success. Design science’s pragmatic validity evaluation focuses on the usability of
the resultant design science product and, hence, it requires those involved in evaluating the
success of the product to be “participant observers” (van Aken and Romme 2009, p. 3), as only
those involved in the particular practice issue can evaluate the quality of the solution. As
discussed in our concluding section, one could replicate the process in this paper with different
researchers, different standard setters, and different practice questions but in the end, all resultant
evaluations would face the same concern, namely, those involved in the co-creation are not
independent of the resultant product. To address partially this “internal validity” concern, we
provide evidence that it was not a forgone conclusion that our standard setters were going to be
“cheerleaders” for the product that ultimately resulted.

In our interviews, the standard setters described their skepticism about engaging with
academic researchers to produce a research synthesis (a term they were not familiar with
initially), based on their prior experiences with academic inputs into standard setting. They

shared their belief that their staff could survey the literature on the specific topic of interest, and
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they expected that academic research evidence would benefit standard setting only if it were
directly on the topic of the standard setting issue. SS2 stated, “That’s just the way it is, and we
probably aren’t going to be able to benefit from academic research except once in a while when
an existing study actually address something that we are doing” (D2, p. 1). SS4 described their
prior experience as: “Generally what I’ve been accustomed to in terms of using academics in
standard setting was more around as, say, literature survey of what literature exists, are there
any research studies on it, on the particular subject ...” (D4, p. 2).

These standard setters observed that the way academics communicate does not take into
account standard setters’ capacity and capability to use academic research evidence. All standard
setters mentioned the extensive responsibilities of volunteer board members and the limited
timeframes for decision-making on agenda items. SS3 described the standard setting process as
““a constant stream of thinking, you are getting input from so many different sources, and trying
to address a number of different questions, and desires to improve coming from different
stakeholders” (D3, p. 4).

Our standard setters stated they generally will not pay attention to academic journal
articles, limiting their thinking to their own “sphere” (i.e. if they read research it must be directly
on point to standard setting issue), and need to see immediate research relevance otherwise they
dismiss it. Our standard setters elaborate on this point suggesting that academics do not
understand the diversity of board members and therefore do not communicate in light of this
diversity. SS2 describes a mix of different board members with diverse knowledge and goals:

“...You have some people who are inside the profession and have a lot of practical
experience with what we are doing, and then you have some people that are outside of
the profession, but they 've been outside, they are close to it and they have a pretty good
understanding, and then you have people that are there for entirely different reasons that
really don’t have a clue how things actually work ... (D2, p. 4)
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Another barrier according to our standard setters is the general perception in their
community that there is not much relevant research available. They describe standard setters that
“typically only see a very limited, tip of the iceberg of what might be out there, and don’t have, |
don’t think, a full appreciation for the depth and breadth of the research that is available that
might indeed be helpful in some way” (D3, p. 5). Further, even if there was research available
they felt it was unlikely that academics could produce a synthesis in a timely manner. They
stated “we were a bit skeptical of the ability to produce quality information in a short period of
time” (D3, p. 2) and that “as far as having research done to support standard setting, the times
frames were generally far too great ...” (D2, p. 1).

Thus, our standard setter participants reported entering the simulation with beliefs based
on their direct experience that knowledge transfer activities by academics have had, at best,
limited success. Further, they felt free in expressing this skepticism, which suggests candor in
conveying their views to the researchers. As reported in the preceding evaluation section, they
were quite forthcoming with critiques of the synthesis creation process and the resultant
synthesis albeit within the context of an overall positive evaluation. Collectively, these
observations suggest that our standard setters entered and participated in the process with the
degree of skepticism that they would normally bring to their work, and were not “cheerleaders”
conveniently selected to report positively on the results of the simulation.?®
7. Discussion and Conclusions

In this paper, we have proposed and tested a research synthesis approach as a solution to

facilitating knowledge transfer from academic audit research to audit standard setting. In doing

2% An analogy that field researchers use to contextualize the contribution from a single case study might help situate
this simulation’s contribution. There a single case study is analogized as the equivalent of a single properly executed
experiment (Yin 2008). Applied here, a single comprehensive simulation, executed diligently, could be considered
the equivalent of a single case study or a single experiment.
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so we respond to calls for deeper understanding of the application of evidence based
policymaking to the accounting domain (Hoang et al. 2018; Leuz 2018; Leuz and WysocKi
2016). Our simulation provides a proof of concept in a specific audit setting and provides
evidence that the standard setters who took part in this exercise believe it would transfer to other
audit standard setting issues. By designing and executing the simulation with expert participants
in an audit standard setting context, we have validated the practical usefulness of the research
synthesis with lead users in the field (van Aken and Romme 2012).

Our findings provide rich and nuanced contextualization for how audit academics and
standard setters could collaborate in practice to co-create research synthesis on key issues. We
also identified refinements to the generic evidence based management approach that would likely
improve the research synthesis process in the accounting context. These include demonstrating to
standard setters that the researchers understand fully the problem they are researching, building
in additional checkpoints with standard setters, and maintaining a focus from start to finish on
clear communication of synthesis scope. We note that researchers involved must understand that
the synthesis evidence is another decision input in the standard setter process that may change
how some standard setters think about an issue but likely, in and of itself, will not decide an
issue.

A goal of design science is to advocate for change where there is a gap between the
desired outcome and the current state of the world. In this spirit, one objective of this project was
to demonstrate that audit academics and standard setters could adapt the research synthesis
approach from other evidence-based disciplines to auditing and by extension potentially financial
accounting. While our former standard setters were initially skeptical about the prospects for a

successful output from the simulation, by the end of the process, our standard setters expressed
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strong beliefs that a research synthesis approach to academic knowledge transfer would be
effective in the audit setting. Further, they made concrete suggestions about other issues in audit
standard setting where they believe standard setters would benefit from the research synthesis.
These suggestions provide further evidence that this proposed solution could generalize beyond
this specific instantiation.

DSR norms suggest that multiple instantiations on different issues, by the team creating
the original prototype and by third parties, must occur in order to produce a “saturated” body of
evidence in favor of change (van Aken et al. 2016, pp. 5-6). Hence, others must demonstrate the
reproducibility of this process further and refine the infrastructure needed to support it (see Leuz
and Wysocki 2016 for calls to understand what the infrastructure needs are in accounting to
support evidence based policy making). This infrastructure would include adapting incentives
and institutional practices (as alluded to in the AAA 2018 report on enhancing practical research
relevance) to encourage academics to participate in the development of such syntheses.
However, in the seven years of the PCAOB-AAA Auditing Section literature synthesis project,
ninety audit academics from all over the world took part in authoring one or more syntheses (five
were on two teams). These authors volunteered to be part of synthesis teams and “competed” for
membership, as assignment to the synthesis team was not automatic but subject to a two-level
review process implemented by the Auditing Section Executive Committee (see Salterio et al.
2019 for details). This seven year project suggests that academics have motivation to participate
in research syntheses projects, even without incentives of a more tangible nature (see AAA 2018
that focuses on this issue) and motivation/incentives is not a barrier per se. Another key piece of
infrastructure (see Leuz and Wysocki 2016) is developing institutions like Cochrane

Collaboration (in bio-medical sciences, see Bero and Rennie 1995 and Salterio 2018), the
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Campbell Collaboration (in social sciences, see Campbell Collaboration 2015) or CEMBa (in
management, see Barends et al. 2017a) to reduce the barriers to producing and disseminating
syntheses.

Our research also has implications for enhancing the practical relevance of accounting
research. We note the absence of requests for individual study detail is consistent with findings
in other policymaking domains that the individual research study is not the focus of knowledge
transfer to “practice.” Rather, the individual study’s importance comes from its contribution to
the overall set of studies synthesized to inform “practice” about a research into a specific
question. The accounting and auditing domain’s emphasis on the individual article as the focus
for knowledge transfer (e.g., AAA 2018) and the many initiatives focused on improved
communications of individual article findings (e.g. plain language summaries) suggests that
focusing knowledge transfer efforts at the syntheses of articles, rather than the article itself, is not

as obvious as it may seem.
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Figure - Design Science Research (DSR) Process Model
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TABLE 1
The IAASB Standard Setting Process*

1. Project proposal. Based on the publicly solicited views as to what the IAASB’s work plan
should include, the IAASB staff prepares a proposal based on the work plan and research and
consultation as needed to determine a proposed project’s scope.

2. Proposal approval: the IAASB Steering Committee (composed of four to six IAASB member
including the Chair as well as the IAASB Technical Director) tentatively approves proposal.

3. Final project approval: The full IAASB deliberates on the project proposal and approves it.

a. A project proposal includes a proposed assignment of responsibility for the project to
a Project Task Force, chaired by a member of the IAASB.

b. The IAASB Technical Director of the IAASB, in consultation with the IAASB Chair
determines the composition of the Project Task Force. Task Force members may
include Board member and external experts, who are not board members, but have
experience relevant to the project’s subject matter.

c. Project Task Force meetings are not open to the public, however, matters deliberated
by the Task Force (sometimes even minutes of meetings) and the Task Forces’ tentative
approaches to the standard’s requirements are reported in the IAASB public agenda
material multiple times over the course of a project.

4. A Project Task Force identifies issues and proposes recommendations relevant to the proposed
standard in “Issues papers” which they submit to the IAASB along with draft of the proposed
standard’s exposure draft.

a. “Issues papers” are developed based on research and consultation, which may include
conducting research; consulting with the IAASB and the Consultative Advisory Group
(CAG), practitioners, regulators, national standard setters and other interested parties;
and reviewing professional pronouncements issued by IFAC member bodies and other
parties.

b. The Task Force provides the “issues papers” and draft project exposure drafts via public
reports to the IAASB. The “issues paper” is revised (often several times) based on the
comments raised at the IAASB and the Consultative Advisory Group.

5. Afinalized exposure draft is approved by the IAASB for public comment normally for at least
ninety days. Comment letters are publicly available through the IAASB website.

6. Final standards are approved by the affirmative vote of at least twelve (12) of the IAASB
members present at the meeting. The IAASB also issues a document (‘“Basis for Conclusions™)
at the end of the process that identifies the main issues raised in comment letters and the
IAASB’s disposition of comments received.

*Based on PIOB (2015).
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TABLE 2

ISA 600 Proposed Group Auditor Responsibilities*

Examples of The Group Auditor’s
Procedures in Relation to the Other
Auditor’s Work and Report under
Sole Responsibility Regime

Group Auditor
Involvement with
Component Audit under
Division of Responsibility

involvement with
the component
auditor and audit.

relation to the component’s financial
information and, if not, perform
additional audit procedures.

15. The nature, timing and extent of the
group auditor’s procedures depends on:

(a) the group auditor’s assessment of the
independence, professional competence
and quality control process of the other
auditor;

(b) the group auditor’s judgment concerning
the materiality of the component and the
level of risks of material misstatement in
the group financial statements arising
from that component; and

(c) whether, in the limited circumstances set
out in paragraph 35, the group auditor’s
report refers to a division of
responsibility.

Sub-section Regime

1. Principles about | 14. The group auditor should assess whether | 35. The local regulations of
the Group the work of the other auditor provides some countries permit a
auditor’s sufficient appropriate audit evidence in group auditor to base the

report on the group
financial statements
solely upon the report of
another auditor regarding
the audit of one or more
components. When the
group auditor does so, the
group auditor’s report
should state this fact
clearly and should
indicate the magnitude of
the portion of the
financial statements
audited by the other
auditor. When the group
auditor makes such a
reference in the group
auditor’s report, audit
procedures are ordinarily
limited to those described
in paragraph 16.

2. Auditor’s
involvement with
the component
auditor and audit —

16. The group auditor should obtain
information about:

(a) the professional qualifications,
independence, professional competence

Same as group audit
paragraph 16

involvement with
the component
auditor and audit
with NO division
of responsibility

intends obtaining audit evidence from the
other auditor, the group auditor should
communicate with the other auditor to
provide the other auditor with the group
auditor’s requirements.

all audits and resources of the other auditor; and
(b) the other auditor’s quality control
process.
3. Auditor’s 20. To the extent that the group auditor None of these is done

except as needed to
facilitate prompt reporting
in an administrative
capacity
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Sub-section

Examples of The Group Auditor’s
Procedures in Relation to the Other
Auditor’s Work and Report under
Sole Responsibility Regime

Group Auditor
Involvement with
Component Audit under
Division of Responsibility
Regime

3. Auditor’s
involvement with
the component
auditor and audit
with NO division
of responsibility
(continued)

24. The group auditor’s requirements
ordinarily are communicated in a letter of
instruction sent to the other auditor. The
letter of instruction includes matters such
as:

Matters relevant to the planning of the

other auditor’s work

(@) The timetable for completion of the
audit.

(b) The use that is to be made of the other
auditor’s work and report, the scope of
work to be performed, and arrangements
for the coordination of efforts at the
initial stage of the audit.

(c) Planning materiality that the group
auditor expects the other auditor to use.

(d) The threshold for reporting to the group
auditor identified uncorrected
misstatements in the component’s
financial information, ...

(e) Guidance on other statutory reporting
responsibilities, . . . ..

(f) Areas requiring special consideration,
such as significant risks of material
misstatement in the group financial
statements that require special audit
consideration.

Matters relevant to the conduct of the other

auditor’s work

(9) The application of ISAs, requesting
written representation as to compliance
with them.

Matters relevant to the other auditor’s report

(i) The content of a summary memorandum,
if required by the group auditor.

() The form of the other auditor’s report to
be provided to the group auditor.

None of these is done
except as needed to
facilitate prompt reporting
in an administrative
capacity
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Sub-section

Examples of The Group Auditor’s
Procedures in Relation to the Other
Auditor’s Work and Report under
Sole Responsibility Regime

Group Auditor
Involvement with
Component Audit under
Division of Responsibility
Regime

(k) Procedures for reporting material
weaknesses in internal control, fraud and
irregularities to the group auditor.

(I) Procedures for notifying the group
auditor of any significant or unusual
event as early as possible.

Other information and representations
required

(m) A request for a list of any other related
parties identified by the other auditor
during the conduct of the work (refer
paragraph 22).

*Extracted from IAASB 2002 Agenda item 9B, Draft 8, emphasis added (IAASB 2002b).
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TABLE 3

Coding of evidence employed in IAASB deliberations on Group Audit (2002-2004)

Panel A: Documents Extracted from IAASB website

Document | # of pages | # of words

Reference | ongroup | ongroup
Document Name (year- audit audit topic

month) topic
Meeting minutes: September 23-27, 2002 200209 2 578
Agenda items: December 8-13, 2002 200212 10 4,022
Meeting minutes: December 8-13, 2002 200212 1 358
Meeting highlights: May 2003 200305 1 243
Agenda items: May 11-13, 2003 200305 4 1,113
Meeting minutes: May 11-13, 2003 200305 6 1,917
Agenda items: July 21-25, 2003 200307 10 4,326
Meeting minutes: July 21-25, 2003 200307 4 1,159
Agenda items: October 12-17, 2003 200310 4 1,161
Meeting minutes: October 12-17, 2003 200310 2 721
Agenda items: December 8-12, 2003 200312 6 2,033
Meeting minutes: December 8-12, 2003 200312 2 781
Agenda items (including summary of 200406 22 9,763
significant comments): June 14-17, 2004
Meeting minutes: June 14-17, 2004 200406 5 1,677
Agenda items (including original comment 200412 266 109,514
letters): December 6-10, 2004
Meeting minutes: December 6-10, 2004 200412 5 1,804
TOTAL 350 141,170
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Panel B: Evidence Types Employed by IAASB in Sole vs. Divided Responsibility Deliberations

Types of evidence using typology developed in online Appendix 12 % of words®

1 : Academic evidence - Reference to published academic research 0.00%

2 : Call for “research” evidence - Request to conduct research by the

IAASB, the task force, or respondents to the exposure draft 0.60%

3 : Codified knowledge - Reference to "explicit knowledge", or
knowledge that can be readily articulated, codified, accessed and 22.83%
transmitted, usually stored in certain media.

4 : Comments and response letters - Reference to documentary evidence

(comment letters) received by IAASB on exposure drafts. 31.23%

5 : Concepts - Reference to uncodified concepts and terminology that are 1.71%
conventionally employed in the context of auditing.

6 : Hypothetical example - Reference to hypothetical example to support a 2.29%
claim.

7 : Majority of IAASB members — Appeal to consensus developed by the 0.00%
majority of the IAASB board members.

8 : No evidence - Claims made without support. 7.55%

9 : Public hearing - Reference to another type of consensus / response to 0.67%
exposure draft not based on comment letters

10 : Quantitative evidence - Reference to quantified estimates 2.96%

11 : Tacit knowledge - knowledge about “how-to do” in a practical sense 30.16%

of where one has to do the task

aSee Table 4 for examples of types of evidence

b percentage of words describing the type of evidence vs. total number of words coded on the topic of sole vs.
divided responsibility in group audit.
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TABLE 4

Examples of Evidence used by IAASB in Sole vs Divided Responsibility Deliberations

Types of evidence
(see online
Appendix 1)

Definition

Examples (document reference in bold)

1 : Use of academic
evidence

Reference to
published academic
research

NONE, directly or indirectly.

2 : Call for “research”
evidence

Request to conduct
research by the
IAASB, the task
force, or respondents
to the exposure draft

The Task Force also requested the IAASB staff to
evaluate any academic work conducted on
materiality, ...]200212

To achieve this, it may be necessary for research to
be conducted (before finalization of the exposure
draft — see paragraph 36 below) to determine the
potential increase in audit fees and scope limitations.
200406

3 : Codified
knowledge

Reference to "explicit knowledge", or knowledge that can be readily
articulated, codified, accessed and transmitted, usually stored in certain

media.

3.1 : Audit models
and framework

Reference to audit
models, audit
frameworks and audit
principles

The IAPS should follow the components of the
proposed audit risk model and state that risk
assessment ...] 200209

3.3 : Regulations
codes and laws

Reference to national
laws, regulations or
codes.

As a result of the legal frameworks of certain
countries, it was agreed that the division of
responsibility provision in the existing ISA 600
should be retained. 200209

4 : Comments letters
to exposure drafts

Reference to documentary evidence (comment letters) received by IAASB

on exposure drafts.

4.2 : Evidence used
in comment letters

Claims made in
comment letters in
response to exposure
drafts that are
supported by
evidence, including
but not limited to,
codified knowledge
such as laws, tacit
knowledge such as
existing practice,
concepts, survey
conducted by non-
academic.

Comment letter that refers to codified knowledge:
The European Commission has already highlighted
via the draft revised 8th Company Law Directive
that, post-Parmalat, sole responsibility by group
auditors will be expected. 200406

Comment letter that refers to tacit knowledge from
authority: The International Accounting Standards
Committee (IASC), as it then was, achieved real
credibility as a standard setter only when it
abandoned its practice of allowed alternative
treatments. As the IASC found, allowed alternatives
do not help the process of convergence, they hinder
it. The IAASB should find it easier to remove this
allowed alternative than the IASC did for some of its
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Types of evidence
(see online
Appendix 1)

Definition

Examples (document reference in bold)

alternatives. The IASC had to ask countries to adopt
treatments that they had previously prohibited or that
ran counter to current practice. 200406

11 : Tacit knowledge

As opposed to “explicit knowledge” or “codified knowledge”, knowledge
about “how-to” in a practical sense, which is difficult to transfer from one

person to another.

11.1: Authority

Reference to
authoritative

institution as support.

IOSCO indicated that they considered sole vs.
division or responsibility as an important matter to
be resolved by the IAASB, and was of the opinion
that the IAASB should not provide for current
practice, but for the best quality approach in the
proposed revised ISA 600. 200307

11.2 : Practice and
practitioners

Reference to existing
practice, or
knowledge from
practitioners as
support.

Some members were of the opinion that, although
used in a limited number of countries (reference was
made to the US, Brazil and Italy), ...] 200305

Division of responsibility is a long established
practice in the US, which grew out of a practical
need for cooperative effort by the accountancy
profession. 200307

11.3 : Task force
(expert) opinion

Reference to subject
matter experts (Task
Force members),
including Task Force
claims supported by
various types of
evidence.

The task force could not identify a theoretical
justification for the approach. 200307

The task force is of the view that the recommended
disposition is in line with the approach followed in
developing the ISA and IAPS ...] 200406

11.3.1 : Expert
opinion without
evidence

Claims made by
subject matter
experts (Task Force
member) without
support.

The Task Force members agreed to use these terms,
as they considered it unnecessary and undesirable to
develop unfamiliar terms and they were of the
opinion that these terms assisted in simplifying the
pronouncements and making it easier to read.
200212
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TABLE 5

Creation of a Research Synthesis*

Stage Attributes and Activities
Defining the focal Clearly defined and well-focused question that academic research can
question likely provide a specific answer to

Developing and writing
a protocol to do review

Developed with the advice of a practice-based committee that helps
the researchers refine and understand what is the exact question to be
answered

Methodology

Follows explicit process to ensure scope of coverage that will allow
answer to question. May be done in conjunction with practice-based
advisory committee to ensure that methods will be understood.

Searching for studies

e Exhaustive search

e Carried out across a variety of electronic databases, hand searching
reference lists from relevant papers and journal table of contents.

e Search unpublished literature (e.g., via SSRN or thesis databases)

e Explicitly report how the search was carried out

Definition of studies
inclusion and exclusion
criteria

o Nature and scope of studies included defined including whether to
include or exclude base discipline literature (e.g. psychology,
economics, sociology etc.) that has direct implications for the well-
defined research question.

Screening of papers via
titles and abstracts

e Systematic screening and selection
e Usually cross-checked (at least on a test basis) by an independent
coder

Quality assessment of
studies

Explicit criteria specified

Research studies’
conclusions documented

Conclusions clearly documented

Analysis and synthesis

Can be formal as in a meta-analysis or can be qualitative

*Adapted from Table 1.2 Dickson, Cherry, and Boland (2014).
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TABLE 6
Design Thinking Prescriptions Applied to the Simulation

Design thinking prescription Simulation Implementation

1. Position innovation: is creatinga | Make an analogy to evidence based policy making,

new “product” by making
analogies from a solution that
exists in another setting
(Hargadon and Sutton 1997).

especially evidence based health policy making to
conceptualize the research synthesis and its related
production process as a potential solution to the lack
of systematic knowledge transfer from audit research
to standard setters.

Prototyping: is iteratively testing
and refining the solution with
users and refining the
understanding of the user
experience, where innovators and
users adopt roles and perform
with each other and with the
solution, within the context of the
problem (d.school 2010).

Take a clear contentious question from recent
standard setting history in auditing and carry out in
real time, with former standard setters, the process a
research team in collaboration with standard setters
would take to create a research synthesis that would
inform them about what research would say about the
question identified. Made revisions after the initial
synthesis delivery and then interviewed the standard
setters about their experiences with the entire
process.

Co-creation: is assembling a
community of users and co-
creating a product experience
with them that includes
communication, acting on
feedback and relationship
building (Rowley et al. 2007).

The identification and recruitment of former standard
setters (i.e. representative of likely users) from the
IAASB and their staff to interact with the research
team. This included extensive interaction with the
staff person and two interactive meetings with the
standard setters.
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TABLE 7

Standard Setter Committee

Cross-
referencing
annotation for

Role in Simulation

Function in
Simulation

Relevant Experience

Committee Member

simulation
participant
SS1 Chair of Practice Professional Executive board and
Based Committee facilitator, stimulate | advisory
discussion, keep council/group
meeting agenda. and national audit
standard setters.
Former executive
director of IFAC.
Internationally-based
Big 4 partner.
SS2 Practice Based Review and comment | Executive board and
Committee Member on all written task force positions at
materials distributed, | global and national
respond to audit standard setters.
professional .
facilitator and U.S.-based Big 4
partner.
research team
member prompts.
SS3 Practice Based Same as above. Executive board and
Committee Member task force positions at
global and national
audit standard setters.
U.S.-based Big 4
partner.
SS4 Practice Based Same as above. Executive board and

task force positions at
global and national
audit standard setters.

Internationally-based
Big4 CEO and
partner.
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TABLE 8

Group Audit Simulation Time Line

setters

Dates Activities
Cross-referencing annotation for each timeline event is in bold text in
square brackets

November/December | Recruited standard setters and arranged initial virtual meeting

2017

January 2018 Meeting 1 [M1]: Initial online video recorded meeting with standard

Based on initial real standard setter posed question in 2003,
defined the practice based research question and what the key
terms in it meant to standard setters

Described what the academics thought they could deliver and
the format in which they could deliver it

Described next steps

February and early
March 2018

Transcribed video

Made scoping decision for research synthesis [SD]
Developed research synthesis protocol [RSP]

Assigned specific research synthesis tasks to each of the three
researchers

March 2018

Following the research synthesis protocol (see outline in online
Appendix 3), research team

carried out the searches,
crosschecked each other’s searches on a sample basis,
wrote the first draft of the research synthesis.

April 2018

Meeting 2 [M2] - Second online video recorded meeting

Emailed the synthesis (reflecting research available to end of
2003) to the standard setters two weeks in advance of the
second meeting

Discussed draft synthesis interactively with standard setters
Discussed how to improve process

Revised the draft synthesis in light of meeting

Delivered revised synthesis and with supporting appendix
(updated to reflect post 2003 research as promised in [M1]) See
Table 11 and online Appendix 5

Conducted individual debriefing interviews [D1], [D2], [D3]

May 2018

Finished debriefing interviews [D4]
Transcribed second meeting and debriefing interviews
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TABLE9

Artifacts Created by Research Team

Stage

Artifacts created by research team
circulated internally
Cross-referencing annotation for each
research team member is in square
brackets, where Al = Author 1, A2 =
Author 2, and A3 = Author 3]

Artifacts
circulated to
standard
setters

Artifacts
acquired
from third
party sources

Invitation and 1. List of potential standard setters to | 1. Invitation to | 1. CEBMa
Preparation for invite participate | REA guideline
Simulation (3 2. Minutes of two preparation 2. Briefing
months) meeting prepared by A2 Note 1
3. Standard setters meeting
preparation outline for Meeting 1
Meeting 1 [M1] 3. Video/audio of meeting (2 GB of
with Data)
Standard Setters 4. Field observation notes by A2 of
M1
Research Team 5. Field observation and reflection 3. Future plan
Debrief— Post M1 notes by Al email to
(1 day later) 6. Summary/minutes of M1 to debrief standard
by A2 setters
Research Team 7. Transcript of M1 by A2 (14 pages, 2. Campbell
Plan for Research single spaced) Collaboration
Synthesis Protocol | 8. Analysis of co-creation of practice Research
[RSP] (28 days) based question by A2 with Synthesis
annotated transcript Protocol
9. Memo to file by A3 on final Template
scoping decision about extent of
planned synthesis
RSP Development | 10. A3 Develops initial RSP v.1; Al 3. Campbell
(12 days) and A2 comment on and revise v. Collaboration
1 Research
11. Final RSP v.4 agreed on by Synthesis
authors (See online Appendix 3 for Report
outline) Template
RSP Execution 12. a. Documented searches of 4. Draft
(29 days) published literature (in Research
ABI/INFORM, Business Source, Synthesis
ECONL.It) for standard
12. b. Documented search of “grey setters to
literature” (SSRN — repository for prepare for
meeting
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Stage

Avrtifacts created by research team
circulated internally
Cross-referencing annotation for each
research team member is in square
brackets, where A1 = Author 1, A2 =
Author 2, and A3 = Author 3]

Artifacts
circulated to
standard
setters

Artifacts
acquired
from third
party sources

unpublished working papers and
initial drafts of papers)

12. c. Documented searches of
published literature in psychology
related to accountability (PsyclInfo)
{Divided into research extant as of
December 31, 2003 and that
carried out in 2004-2018}.

13. Files of results of literature
searches and results of applying
inclusion and exclusion criteria
(approximately 100 MB of text
files)

14. Spread sheet to calculate strength
of effect sizes

15. Multiple drafts of research
synthesis focusing on extant
research as of December 31, 2003

16. Standard setters meeting
preparation outline for Meeting 2

Meeting 2 [M2]
with Standard
Setters

17. Video and audio recordings (3
GB of data)

Finalization of
Research
Synthesis—Post
M2

(9 days)

18. Revising draft synthesis in light
of comments including executive
summary and addition of the post-
2003 literature to synthesis

19. Transcript of Meeting 2 by A2
(25 pages, single spaced)

5. Final
Research
Synthesis
with
supporting
appendix

Individual
Standard Setter
Debriefing [D1 to
D4] Meetings

20. Video and audio recordings (2
GB of data)

21. Transcript of debriefing meetings
by A2 (41 pages, single spaced)
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TABLE 10
Research Article Search Strategy

Panel A: Auditing literature search for “group audit” related articles

published in scholarly journals

Pre-12/31/2003 ABI/Inform, Business Source, ECONIit and SSRN research articles

Search terms ABI/ Business | ECONIit | SSRN
(from research synthesis protocol) Inform Source
S1: “group audit” AND “auditing” 7 0 2 0
S2: “group audit” AND “accounting” 6 0 7 0
S3: “principal auditor” 9 11 5 0
S4: “component auditor” 0 28 0 0
S5: “lead auditor” AND “other auditor” 0 0 0 0
S6: “multilocation audit” 4 3 1 0
S7: “multinational audit” 9 3 0 0
Duplicates and irrelevant articles removed 91
Aurticles identified from reference lists 1
Total articles retained 5

published in scholarly journals

Post-12/31/2003 ABI/Inform, Business Source, ECONIit and SSRN research articles

Search terms ABI/ Business | ECONIit SSRN
(from research synthesis protocol) Inform Source

S1: “group audit” AND “auditing” 23 6 2 8
S2: “group audit” AND “‘accounting” 23 7 2 8
S3: “principal auditor” 19 6 8 5
S4: “component auditor” 3 77 11 1
S5: “lead auditor” AND “other auditor” 1 1 0 0
S6: “multilocation audit” 0 0 0 1
S7: “multinational audit” 23 5 2 6
Duplicates and irrelevant articles removed 236

Articles identified from reference lists 4

Articles identified by early view journals 3

Total articles retained 19
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Panel B: Auditing literature search for “accountability” related articles

ABI/INFORM Global for research articles published in scholarly journals

Search terms Pre- Post 2003

(from research synthesis protocol) 12/31/2003
S6: ab(accountability) AND ab(auditing) AND “outcome” 15 46
S7: ab(accountability) AND ab(account*) AND 100
“outcome”
S7: ab(accountability) AND ab(audit*) NOT "public 89 195
sector"
S8: ab(accountability) AND ab(audit*) AND “preference” 17 41
S9: ab(accountability) AND ab(audit®*) AND “superior” 15 185
S10: ab(accountability) AND ab(account*) AND 52 145
“preference”
Articles identified by screening abstracts 35 22
Duplicates and irrelevant abstracts removed 16 18
Total articles retained 19 4

Panel C: Psychology literature search for “accountability” related articles

Psyclnfo Database for research articles published in scholarly journals

Search terms Total Pre- Post 2003

(from research synthesis protocol) 12/31/2003
Abstract: accountab* AND Author: Tetlock AND Peer- 26 13 2
Reviewed Journals only (au tetlock and ab accountab*)
Abstract: accountability AND Abstract: outcome AND 335 6 12
Peer-Reviewed Journals only
Any Field: accountability AND Any Field: superior 49 1 4
AND Peer-Reviewed Journals only
Any Field: accountability AND Any Field: preference 47 1 3
AND Peer-Reviewed Journals only
Total from database searches (including duplicates) 457 21 21
Lerner and Tetlock (1999 review article references) 193 32 N/A
Grand total (including duplicates) 650 55 21
Articles retained from database searches 12 14
Anrticles retained from Lerner and Tetlock (1999) 32 N/A
Total articles retained 44 14
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TABLE 11
Research Synthesis and Supporting Appendix Tables of Content

Panel A: Synthesis Report (See online Appendix 5 for Executive Summary)

EXECULIVE SUMMIAIY .. .eoiiieieieesie sttt sttt et e st et et e e b e te et e s aeesteenaesne e teaneenneens 1
2 103 (o (011 o OSSR 2
RESEAICH QUESTION ...t sttt et et e b e nbeesee st e beeneesreeeas 4
RESEAICH REVIBWET ......c.eiiiieiiieiece ettt sbe et e b e et enneenas 5
Audit effectiveness iN GrouP AUGIES. .......c.voiieiiireie s 5
The Group/Component Auditor Relationship as an Accountability Relationship .................... 7
The underlying supervisory relationships analyzed through an accountability perspective.... 10
Accountability Research in AUAItING.........c.covveiiiie i 13
Synthesis and conclusion about the research QUESLION ............cccoviiiieiiicie s 15
Implications of this analysis for Group/Component Auditor Setting ..........cccccceeveveveeveennenn 15
Concluding comments about Synthesis approach ...........cccccveveiieiicie s 17
T e U0 SRS SR PR 17
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