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Abstract: Since the business globalization has increased the demand for high-quality financial

reporting, the professional auditors should adapt themselves with continuing professional
development in order to play a crucial governance role of protecting and serving public interest

The purpose of this research is to identify the relationships between audit adaptation competency
and audit survival. This research uses Ordinary Least Squares (OLS, regression analysis to test

all hypotheses with 205 tax auditors in Thailand. The results indicate that the significantly positive

effect of three dimensions of audit adaptation competency on audit function efficiency, audit
practice excellence, and audit procedure effectiveness, which resulting to audit quality and audit
survival. This research will provide valuable information regarding superior audit quality and

audit survival are possibly determined by audit adaptation competency.
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1. Introduction

Pertaining to the Federation of Accounting uncertainty and a rapidly changing

Profession in Thailand (FAP) fully adopted

the professional standards recommended by
International Federation of Accountants
(IFAC) have been revised International

Financial Reporting Standards since 2009 to
2017 and International Auditing Standards
since 2012 to 2017 in order to update and
conform the International  Standards
www fap.or.th). Besides, the regulators such

Revenue Department and Department of
Business  Development  have  been
dynamically announced and enforced laws
and related regulations. The aforementioned

results directly and rapidly affect to Tax
Auditors (TAs) to adapt themselves to

continue the significant role of protecting
and serving the public interest under
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environment. Since the globalization of

business has rigorously increased the
demand for reliable and high-quality

financial reporting within countries and
across  borders, audit = committees,
management,  investors, and  other
stakeholders all expect compliance with
recognized international standards in
auditing in global business environment. The

research objective is to investigate the
relationships between audit adaptation
competency and audit survival.  Using
questionnaire data, the research obtained
comprehension of Tax Auditors (TAS) in

Thailand. Consequently, the competence of
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audit professionals leads to internationally
professional standards. These standards

enhance the fundamental role of
professional auditors and heighten the audit
quality as well as consistency of practice
throughout the world.  Moreover, they

strengthen public confidence in the global
auditing and  assurance  profession.

However, standards frequently change in
the globalized business world.  Thus,

professional auditors should know how to
adapt themselves in order to ensure that
they can work competently when
undertaking their work. Prior studies

indicated that audit adaptation competency
IS an imperative characteristic  of
professional auditor in the accounting
profession’s ability to protect public

interest. (Forgarty & Rigsby, 2010). The

quality of financial report audits depends on
the job performance of auditors. Similarly,

higher-competency auditors highlight the
importance of the work of an auditor; lower-
competency auditors do not. (McKnight &
Wright, 2011). While the number of audit
competency is increasing (Margheim et al,

2010; Musig & Ussahawanitchakit, 2011;
Bame-Aldred et al., 2013), there are little

studies in audit adaptation competency. To

bridge this gap in our knowledge, we
investigate TAs in Thailand, in terms of the
relationships between audit adaptation
competency and audit survival.

This research is divided into four
parts. The first part explains audit

adaptation competency and its conse-
quence. The relationships of each variable
and hypotheses development are included.
The second part depicts research method.
The third part illustrates the results. The

fourth part indicates the conclusion and
recommendations.

2. Literature Review and Hypotheses

Development
-Audit Adaptation Competency
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This research develops a model as shown
in Figure 1; our approach is to investigate
the relationships between audit adaptation
competency dncluding audit change

education, audit flexibility perception, audit
learning  continuity, audit dynamic
improvement, and audit environmental
understanding) and audit survival.

According audit adaptation competency
definitions, they are based on three criteria,
which are auditing, adaptation and
competency. The term -auditing~ refers to
external auditing.  Adaptation is an
adjustment or changing in the behavior of
professional auditors in order to be
consistent with external changes and
development. Competency is an individual
characteristic that is recognized as a
prominent  indicator of  employee
performance and success. In this research,

audit adaptation competency refers to the
individual ability to efficiently adjust to
new significant professional standards and
regulations. Likewise, Riveral et al. (2017)

point out that audit team should adapt and
respond to the widening of the objectives of
audits, the satisfaction of those interested
parts and the elevation of its efficiency
levels.

-Audit Change Education

Audit change education is defined as the
ability to study the changes in accordance
with professional standards that foundation
causes them to acquire professional
auditing standards as well as essential
professional auditing knowledge. Due to

regulatory and institutional force, more
specialized auditor leads to increase
litigation consciousness, which appears to
make auditors prioritize compliance with
Generally Accepted Auditing Standards
(GAAS) and  Generally  Accepted

Accounting Principles (GAAP) over client
relation goals. Audit education has a

significant effect on audit expectation gap
(lhendinihu & Robert, 2014). Taking all of



the above into account, this research sets
the following hypotheses:

H1la-e: Audit change education would be
positively related to (@ audit function
efficiency, (b) audit practice excellence, (¢
audit procedure effectiveness, () audit
quality, and (e) audit survival.

-Audit Flexibility Perception

Audit flexibility perception refers to the
auditor-s awareness of uncertain conditions

and his or her ability to adapt in order to be
consistent with the circumstances under
limited audit resources. Evidence exists that

individuals interpret information in a
manner that justifies a decision they wish to
make Phosrichan & Ussahawanitchakit,

2013), particularly when some of the

information is characterized by uncertainty
and is consistent with the recent application
of auditing by Blay (2005). Thus, this

researchs relationships are hypothesized as
follows:
H2a-e: Audit flexibility perception would
be positively related to @ audit function
efficiency, (b) audit practice excellence, (¢
audit procedure effectiveness, ) audit
quality, and (e) audit survival.

-Audit Learning Continuity

Audit learning continuity is the ability to
learn and document the skills, knowledge
and experience that is gained both formally
and informally from the workplace, and
beyond any initial training. Continuous

learning is fundamental for professional
development in knowledge-based societies,
including long-life learning and acquiring
audit techniques in order to heighten audit
performance, and continuous learning is a
critical concept in serving the auditors to
perform the responsibility (Rodgers, 2017).

Hence, this research proposes the following
hypotheses:

H3a-e: Audit learning continuity would be
positively related to (@ audit function
efficiency, (b) audit practice excellence, (€
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audit procedure effectiveness, ) audit
quality, and (e audit survival.
-Audit Dynamic Improvement

Audit dynamic improvement is defined
as the auditor continually enhancing greater
audit review process in order to be
consistent with changing conditions and
increase audit quality through encouraging
audit practice excellence. The review

process serves as a quality control,
supporting to ensure the adequateness of
procedures performed, the appropriateness
of conclusions drawn, and the reliability of
the financial statements under audit
(Bhattacharjee et al, 2017). The audit

review process including work performed,
methods used, and conclusions are subject
to review by a supervising auditor. Thus,

this research-s relationships are proposed as
follows:

H4a-e: Audit dynamic improvement would
be positively related to (@ audit function
efficiency, (b) audit practice excellence, ()
audit procedure effectiveness, () audit
quality, and (e audit survival.

-Audit Environmental Understanding

Audit environment understanding refers
to the awareness of auditors to concern with
changes in regulation and related law as
well as stakeholders expectation in order to

utilize the knowledge, skills, and
competence to maximize the utilization of
audit practice. Simunic et al. (2017) showed

that audit behavior as determined by audit
quality can improve with the impacts of
legal system and professional standards.

Thus, these ideas lead to the following
hypotheses:

H5a-e: Audit environmental understanding

would be positively related to @ audit

function efficiency, () audit practice

excellence, () audit procedure effective-

ness, (d) audit quality, and e) audit survival.
-Audit Function Efficiency

Audit function efficiency is defined as the
lowest cost of the audit process of



collecting and evaluating audit evidence to
determine a management assertions that
embody in the financial statements. The
auditor perform risk assessment procedures
to identify and assess risks of material
misstatement at the financial statements and
assertion levels. Standards setters enforce

the auditor to understand client business
risk that require special audit consideration
(International Federation of Accountants

(IFAC), 2012; Public Company Accounting
Oversight Board (PCAOB), 2010). To
enhance audit efficiency, the

Figure 1: Conceptual Model of Audit Adaptation Competency and Audit Survival
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auditors are concerned with how to detect
errors in the audit working paper and
correct decisions regarding the presence of
management fraud (Schultz et al, 2010
Thus, this research predicts that audit
function efficiency may influence audit
quality. Based on the above, the following

hypothesis is postulated:
H6: Audit function efficiency would be
positively related to audit quality.

-Audit Practice Excellence

The definition of excellence is the
outcome of the best practice in auditing.

Excellent auditors are those who have
expertise in auditing skills, professional
skepticism, problem solving, analytical
thinking, and audit negotiations. Best

practice includes five steps, which is critical
continuous improvement as follows: sche-
duling, planning, management, reporting,
and verification. Professional skepticism,
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analytical skills, and audit negotiations are
positively related to audit quality (Hurtt,
2010; Perreault et al., 2017). Thus, the firm
with greater audit practice excellence tends
to encourage higher audit quality.
Therefore, this research’s relationship is
proposed as follows:
H7: Audit practice excellence would be
positively related to audit quality.

-Audit Procedure Effectiveness

The meaning of audit procedure
effectiveness is the audit performance that
achieves an audit objective in each move
including expressing audit opinion and
issuing an audit report consistent with client
engagement. The auditors conduct an audit
plan and gather sufficient and proper audit
evidence in order to enhance the expression
of an appropriate opinion. Additionally,
audit analytical procedures are mandated
for planning and overall review purposes.




Glover et al, 2014 stated that substantive

analytical procedures can be combined in
order to strengthen free of material
misstatement as well as to yield high overall
assurance. Based on this rationale, the
hypothesis is formulated as follows:
H8: Audit procedure effectiveness would be
positively related to audit quality.

-Audit Quality

Audit quality refers to the outcome of
audit task, including quality of audit reports
and financial reports, which reflects a
position of statement, financial
performance and cash flow in accordance
with economic events. Audit quality stems

from both the probability that auditors
detect misstatements and on whether
auditors  report such  misstatements
(DeAngelo, 1981; Palmrose, 1988).In order

for audit quality to improve, auditors
competence increases with long tenure (Lai,
2009).  Therefore, the hypothesis is
proposed as follows:
H9: Audit quality would be positively
related to audit survival.

-Audit Survival

Audit survival is the final dependent
variable in this research. Previous studies

noted that audit survival is defined as the
result of continuing audit qualities that
initiate stakeholder acceptance and superior
premium audit reputation. Finally, audit

quality performance is the cause of
subsequent audit appointment both of
incumbent clients and new audit clients.

3. Research Methodology
3.1 Sample selection, data collection

procedure and method
The population and sample of this
research is Tax Auditors (TAs) in Thailand.
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Furthermore, to earn the prestige associated
with  Tax Auditor license, certified
independent professionals are required to
demonstrate  their  knowledge and
competence by passing the TAs
examinations. The sample of this research
was gathered from the Revenue
Department, Ministry of Finance, on their
website (www.rd.go.th). Based on database,
there are 2,863 TAs.

In this research, concepts in the model are
developed as new scales and are adapted
from prior research. Cronbach's Alpha test
is conducted in order to confirm that the
questions are valid, consistent, and reliable.
Also, a pre-test method is appropriately
conducted to assert validity and reliability
of the questionnaire. The rationale of the
pre-test is to clearly check and to accurately
understand a questionnaire before using it
for real data collection. After the pre-test,
the questionnaire was modified to become
the most effective instrument. Therefore,
the purpose of conducting the pre-test is to
examine the validity and reliability of each
measure employed in the questionnaire.

With respect to the questionnaire mailing,
1,705 questionnaires were distributed to
TAs; the valid mailing was 207 surveys.
Consequently, 205 responses were returned
and usable. The effective response rate was
approximately 12.06%, respectively. Even
though Aaker, Kumar and Day (2001) point
out that the 20% response rate for a mail
survey without an appropriate follow-up
procedure is considered acceptable.
Therefore, 1,705 TAs is selected as the
sample for data collection, which are an
appropriate sample for a distributed mail
survey.



Table 1: Results of Validity and Reliability Testing

Constructs Liggtiﬁgjs Coﬁ#ﬁ?int
Audit Change Education (EDU) 737-887 831
Audit Flexibility Perception (PER) 590-.785 707
Audit Learning Continuity (LEA) 783-862 839
Audit Dynamic Improvement (IMP) .704-908 875
Audit Environmental Understanding (UND) 636-857 801
Audit Function Efficiency (FUN) .700-902 759
Audit Practice Excellence PRA) .752-885 814
Audit Procedure Effectiveness (PRO) 857-897 843
Audit Quality (QUA) .818-890 800
Audit Survival SUR) 821-897 800

3.2 Statistical techniques

This research analyzes the data
which is calculated in the form of factor
scores for which all variables are prepared
to avoid multicollinearity problems, and are
evaluated by the Ordinary Least Squares
(OLS) regression analysis. To test all
hypotheses, not only this research analyzes
data of TAs, but also the all of data is
analyzed by the Ordinary Least Squares
(OLS) regression analysis. Therefore, all
hypotheses in this research are transformed
into seven equations.

FUN = a1+ BEDU+BPER+SLEA+ S4IMP
+ﬂ5UND+ﬂ6EXP+ﬂ7GEN+ &
PRA = 2 +BEDU+ BPER+ S1oLEA+ S11IMP
+ P12UND+S13EXP+£14GEN +£
PRO = a3+ B15EDU+ S16PER+ Bi7LEA+ Bl MP
+ﬂ19UND+ﬂ20EXP+ﬂzleEN+ g
QUA = au+ BrEDU+BosPER: Bou EA+ BosIMP
+ﬂ25UND+ﬂ27EXP+ﬂngEN+ &
QUA = Q06+ ﬂngUN+ ﬂ30PRA+ ﬂ31PRO
+ B2EXP+ f33GEN + &
SUR - o+ BEDU-+ BisPER+ BssLEA
+ Ba7lMP+ BsgND+ ZsgEXP+ B20GEN+&
SUR - o5+ ﬂ41QUA +ﬂ42EXP+ ﬂ4gGEN + &
Cronbach’s alpha coefficients represent
between 0.707 and 0.843. It can be shown that
these constructs are accepted at the reliability
level (Nunnally & Berstein, 1994). The
statistical techniques contain factor analysis,
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variance inflation factor, correlation analysis
which show on Table 2. Furthermore, the

Ordinary Least Squares (OLS) regression

analysis is employed to test all hypotheses
following the conceptual model and depicted in
Table 3.

4. Results and Discussion

Regarding table 3, the regression
results of TAs report that audit change
education has significant and positive
relationships with audit function efficiency
(B =.166, p <.10). This finding is in keeping
with the prior study of Biloslavo &
Trnavcevic (2007), who found that audit
knowledge contributes to  superior
judgment and reliability of financial
statements. Additionally, the results of TAs
show that audit change education
significantly  affects audit  practice
excellence (3 =.166, p <.05)audit procedure
effectiveness (B =.202, p < .05 and audit
quality 3 = 199, p < .05). These results
endorse Gardner (2017) in that the
development of knowledge and skills in
auditing practice to accumulate client-
specific knowledge stem from audit
education and understanding. Continuously
on the other side, the results also indicate



Table 2: Descriptive Statistics and Correlation Matrix

Variable EDU PER LEA IMP UND

FUN

PRA° PRO QUA SUR EXP GEN

MEAN 412 3.75 420 4.05 3.93

3.92

3.93 3.90 384 354 na. na.

SD. 056 063 057 0.62 061

0.58

0.57 0.60 0.62 0.74 na. na.

EDU 1
PER
LEA
IMP
UND
FUN
PRA
PRO

QUA
SUR
EXP
GEN

599xx 1

T23exx 580+ 1

B4Lenx 592+xx 665+ 1

6664+ 661+ 678+ T43wex 1

509+ 400+ 548es 439+ 476w

582+ 493w 582w 607+ 604+

558+ 543w+ 510 550+ 556+

520 425 537w 462+ 520+

423w 367w A5 496+ 440+

078 -001 084 _151exe 093

-003 063 051 065 181xex

1

036

-037

1

769w+ 1

759w 773w 1

603+ 549+ 685+ 1

-018 -033 069 105 1

-033 -081 005 034 -043 1

==+ Correlation is significant at the 0.01 level (2-tailed).

that audit change education does not
significantly affect audit survival of TAs

=.096). The results presented here do not

support the findings of Biloslavo &
Trnavcevic (2007) in that audit knowledge

influences the judgment and reliability of
financial statements and that this
knowledge will be an advantage. Therefore,

Hla, H1lb, Hlc and H1d are fully-
supported; however, Hle is not supported.

Secondly, the results of TAs indicate that
audit  flexibility — perception has a
significantly effect on audit procedure
effectiveness (3 = 183, p < .05. However,

the results of TAs indicate that audit
flexibility perception do not affect audit
function efficiency (3 -.003). These results

are in accordance with the previous studies
where the auditors have flexible work
perception  leading to individuals
professional success. The professional
auditors have flexible work schedules who
experienced higher job satisfaction and
reported lower levels of role conflict,
emotional exhaustion, depersonalization,
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and turnover intentions that resulting to
audit procedure effectiveness (Smith &
Emerson, 2017). On the other hand, the
results of TAs indicate that audit flexibility
perception does not affect audit practice
excellence (B =.019). Based on the results
of TAs, audit flexibility perception also
does not affect audit quality 3 =.008) and
audit survival (3 =-024). Therefore, H2c is
supported; however, H2a, H2b, H2d and
H2e are not supported.

Thirdly, the findings show that the
audit learning continuity of TAs does
significantly  affect audit  function
efficiency (B =.309, p < 0.01), audit practice
excellence B = .152, p < .10), and audit
quality (3 =.232, p >.05). This finding is in
keeping with the prior study of Chu and
Zhang (2016) in that the auditors who
learning have greater audit efforts and less
biased reports leading to improve audit
quality. Furthermore, the results of TAs
also indicate that audit learning continuity
does not significantly affect audit procedure



Table 3: Results of Regression Analysis

Dependent Variables?

Independent |, FUN PRA PRO QUA QUA SUR  SUR
Variables
Eqg.l Eqg.2 Eqg.3 Eg4 Eq5 Eq.6 Eq.7
DU Hlge 166+ 166+ 202 199 096
.093  -083  -087  -091 -095
H2ae 003 019 183~ 008 -024
PER 083  -074  -.078  -081 -085
LEA H3ae 309w 152+ 021 232« 149
094  -084  -088  -092 -096
IMP Hdae 015  220=+ 167+ 029 324w
094  -084  -087  -091 0096
UND H5ae 163 237w« 187+ 227w 0071
2102 -092  -095  -100 0105
FUN H6 206+
-061
PRA H7 280
-070
PRO H8 428
-061
QUA H9 0,694+
005
EXP 171 120 055 248~ 156~ 0356« 0116
2119 -106 0 2111 116 -077 0122 0102
GEN 152 195« 280~  -112 101  -0015 0065
125 -112 117 -122 .080 0128  -0105
Adjusted R? 319 453 406 353 703 0286 0483
\'\;'I""Fx'm“m 3132 3132 3131 3132 338 3132 1006

=+ <001, = p<0.05, = p<0.10, *Beta coefficients with standard errors in parenthesis

effectiveness (8 =.021)and audit survival 3
=.149). These results contrast with Bobek et
al. 2012) pointed out that audit learning in
the term of team communi-cation, audit

negotiation, and usefulness of prior
auditing experience are significantly related
to successful resolution of audit challenges.
Therefore, H3a, H3b, and H3d, and 3e are
supported; however, H3c and H3d are not
supported.

Fourthly, the findings show that the

audit dynamic improvement of TAs
significantly  affects audit practice
excellence B = 220, p<0l), audit
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procedure effective-ness (§ =.167, p <10
and audit survival @ =324, p <01). The
results of this exploratory study are
consistent with those reported by Kent,
Munro, and Gambling, 2006. On the other
hand, the findings illustrate that there are no
differences  between audit function
efficiency of TAs, which are not positively
affected by audit dynamic improvement (3
- 015. Additionally, the findings also
indicate that the audit dynamic
improvement of TAs significantly affects
audit quality (3 =.029). Due to professional
competency stem from accumulated audit



experience and continuing development,
the short-run improvement cannot boost

audit practice excellence (Plan et al., 2017).

Therefore, H4b, H4c and H4e are
supported; however, H4a and H4d are not
supported.

Finally, the findings show that the
audit environmental understanding of TAs
significantly  affect audit  practice
excellence (3 =.237, p <01), audit procedure

effectiveness (§ =.187, p <10), and audit
quality 3 = 227, p <05. However, the
findings reveal that the audit environmental

understanding of TAs does not affect audit
function efficiency @ = .163). Likewise,

there are similarities between the audit
survival of TAs, which are not positively
affected by audit  environmental
understanding (3 = .071). Owing to the

understanding of circumstances, CPAs and
TAs are concerned with rapid changes in
regulations and related laws. These results

were consistent with Gaganis et al. (2013)

who assert that the high quality of audit
outcome stems from compliance with
financial and auditing requirements, and
capital requirements. Therefore, H5b, H5¢c
and H5d are supported; however, H5a and
H5e are not supported.

Regarding to the evidence Table 3
indicates that audit adaptation competency
consequences, including audit function
efficiency @ = 206, p <01), audit practice
excellence B = 289, p <01), and audit
procedure effectiveness (B = 428, p <01),
have significant and positive relationships
on audit quality. The results of this
exploratory study confirm previous reports
(Francis, 2011; Christensen et al, 2016;
Ningrum & Wedari, 2017) that indicated
that audit quality is the result of audit
function  efficiency, audit practice
excellence and audit procedure efficiency.
Furthermore, the results of TAs also show
that audit quality has a significant and
positive relationship with audit survival 8 =
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694, p <01). This finding is in keeping with
the prior studies of Stice et al. (2017) in that

high quality audit related with a lower
likelihood of client restatement, fewer
client abnormal accruals, and a higher
likelihood of a client receiving a going
concern opinion which are stemmed from
conformance of products, services and
processes to given requirements and
standards. Bills et al., 2016 point out that

higher audit quality are not realized
immediately and rapid growth temporarily
after one year. Due to continuing high audit
quality,  professional auditors  have
continued clients, generate new clients and
have offered other services (Weber et al.,

2008). Therefore, H6, H7, H8 and H9 are

supported.
Pertaining to the control variables,
the results do not determine the

relationships of each factor to the gender as
audit function efficiency B =-152), audit

practice excellence ( =-195, p > .10, audit
procedure effectiveness 3 =-280, p > .05),
audit quality (3 =-.112) and audit survival 3
=.101). On the other hand, audit experience
impact on audit quality 3 =.248, p>.05), and
audit survival 3 =.365, p>.05). In summary,

gender does not impact on audit survival,
however, audit experience have significant
and positive relationships on audit quality
and audit survival.

5. Conclusion and Recommendations

Comprehensively, professional
auditors should have audit adaptation
competency to continue the significant role
of protecting and serving the public interest
under uncertainty and a rapidly changing
environment. Because of the globalization

of business has rigorously increased the

demand for reliable and high-quality
financial reporting within countries and
across  borders, audit committees,
management,  investors, and  other

stakeholders all expect compliance with
recognized international standards in
auditing in global business environment.



Therefore, this research aims to investigate
the effects of audit adaptation competency
to audit survival of TAs in Thailand.

Furthermore, the research provide five
dimensions of audit adaptation competency.

Our results can be summarized as
follows. First, the finding indicates that

audit adaptation competency is positively
associated with audit function efficiency,
audit practice excellence, audit procedure
effectiveness. Principally, three dimensions

of audit adaptation competency comprise
audit change education, audit learning
continuity, and audit environmental
understanding. Our finding is consistent

with previous studies (Francis, 2011,
Christensen et al, 2016 & Ningrum et al.,
2017) indicating audit quality to be the

result of audit function efficiency, audit
practice excellence and audit procedure
efficiency. Second, the result demonstrates

that all of audit adaptation consequences
including audit function efficiency, audit
practice excellence, and audit procedure
effectiveness are positively associated with
audit quality and audit survival regarding
the results TAs. This finding is in keeping

with the prior studies of Alderman &
Brown (2005) and Bills et al. 2016 in that

high audit quality which is consistent with
professional standards lead to grow and
survive the audit market in the long-run.

Overall, our results suggest that both
regulators and audit firms should pay more
attention to the behavior of TAs in terms of
adaptation competency. They are more

likely to be economically based on
particular clients, and effecting to
compromise audit quality.

Furthermore, the suggestions for the
future research direction should include
moderating variables to enhance the
relationship among five dimensions of audit
adaptation competency, its antecedents and
consequences. Additionally, the

psychological variables can be improved
the ability to efficiently adjust to new
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significant professional standards and
regulations. Furthermore, the future

research can be studied in a new context,
location and.or culture.
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