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Abstract

Behavioural auditing d&s been a subject discussed by auditors for many years but little
work appears to have been done to quantify fully what it actually is, what its precise
definition is and where it fits with other aspects of auditing.

This work has, therefore, researchedietail the literature on behavioural auditing. This
has encompassed literature written for the three different disciplines within antditnal
audit, external audit and audit consultancgnd has examined the differences between
HDFK GLV kic§pidsQfhdghdviSural auditing.

The research then considered opinions of behavioural auditing by practioners within each

of the disciplines and sought their views on the definition and use of behavioural auditing.

By combining the published andgationer views, a definition of behavioural auditing has

been postulated.

It was then postulated that use of behavioural auditing may make audit work more
efficient and effective. This led to a consideration of the interpretation of body language
and itspotential use by auditors. As with behavioural auditing in general, the use of body
language is discussed in audit textbooks, but it appears that little work has been done to
establish how it can be used by auditors. Therefore, one aspect of behaaumlitial -

WKH REVHUYDWLRQ RI DQ - asGktéd bhHifWing R@end D QvixviD J H
ILYH YLGHRV ZKLFK ZHUH PDGH WR VKRZ H[DPSOHV RI
Feedback about the potential value of behavioural auditing andfispkgei of the
interpretation of body language was gathered and analysed.

The results of this feedback have clearly indicated the value of this practical application of
behavioural auditing and its use in giving an indication of potential fraud. Inaddhe
need to provide training to auditors on behavioural auditing and the interpretation body

language has been identified.
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Chapter 1 Introduction

1.1 Audit skills

$OWKRXJIK DXGLWLQJ LV QRitWs veéraihly oReOdd thy BarlisdbhR I HV V
&KDPEHUV 6HOLP 9LQWHQTYV WKH DXWKRUV DUJ;
an occupation to a profession that was meeting the attributes of a profesgstematic

body of theory, professional authority, sanction of the community, régrilabde of

ethics and a professional culture (See chaptarzmergenprofession, my underlining).

This debate was re@sited byin de Korte; Paape; Verhoog (28), chapter 3 of which

plots the growth of (specifically Internal) Auditing to become afgssion. It

demonstrates that internalditing has moved to become far more professional.

In the Mesopotamian civilisation, there is evidence that their financial transactions were

checkedsee Echadlgf2002, and thatfinancial internal contlsysems existed.

7KH (QJOLVK ZRUG ubXGLWLQJY FRPHV IURP WKH /DWL
RU WR OLVWHAQ 20H RI WKH VNLOOV WKDW D pJRRG D
soft skill to listen clearly and effectively twhat auditeegell him or her. This study
FRQFHQWUDWHY RQ RQH RI DQ DXGLWRUYTV VNLOOV
DXGLWRUVY dan® Mtdiguevatioh H1bQdy languasiells.

Before starting to consider the different audit skills and technigussath auditor may
possess, it is useful to outline briefly a sample of the scope of modern audit.

It is valuableto note that auditing, like many other professions, is the application of
knowledge, techniques and skills. In the body of this work | thateaudit techniques can

be taught; how well they are applied is a question of skill that comes with knowledge,
experience and practice. It is also important to place this all in the arena of modern audit
and | have therefore exampled below the scopheoiork carried out by modern auditors

in the early 21 century.

In the UK, internal auditingame to prevalence in the early™@entury as one of the

duties ofa municipal treasurerThe teasurer had to provide assurance to local authority



councilRUV WKDW DQ LQGHSHQGHQW UHYLHZ RI WKH PXQL
properly. External auditing emerged from the verification of accounts and was initially
formed inEnglish common law, butprogressivelywritten into UK company law (eg:n

1900 (sec23), 1985 and 1988ee Caparo Industries Plw - Dickman [1990] 2 AC 60p

Since that time, and until relatively recently, auditing has been perceived assat ifb

the accounting profession.

However, the scope of modern auditing pmeetis far more than just auditing the

accounts. It encompasses a very wide range of subjects and techniques. This is illustrated

by the width of the scope of modern audit techniqug=e Institute of Internal Auditors

UK and lIreland, (2004) study texfer PIIA, and Sawyer (1974) Modern Internal

Auditing - as listed below:

X Systems analysis.Checking that systems that operate within a company, department,
etc, are accurate, efficient, effective, ethical, aocdbrd with company policy, etc.

x Fraud analysis Checking that procedures and practices are in place to assist
prevention and/or to minimise fraud.

X Management analysis Auditing and/or reviewing the effectiveness and efficiency of
D FRPSDQ\ DQG RU D GHSDUWPHQWYIV PBQDMEYPHQW
HQFRPSDVV D UHYLHZ RI WKH TXDOLW\ RI D FRPSDQ\I

x Governance considerations Does a company meet best practice in its processes to
provide assurance to management that the company operates effective corporate
governance and controls?

x Financial analysis The traditional role of checking that the accounts of a company,
department, process, etc, are a true and fair view of what actually hapfeaed
trading accoun)sis happeningbalance shegtand, potentially what will happérthe

cash flow and cash forecast statemgents

Moreover LQ WKLV OLVW D puFRPSDQ\YT FDQ EH D KRVSLW
brothel, an airline, an aeroplane, a bank, a-prafit making organisation, a university.

The wideness of range illudrW H ValllikiaNact of life. It covers the entire spectrum

of public and private activities of individuals and organisations from cradle to grave.
7TKHUH LV Q BiegelRamanauskadarconi, (1989: 293).



The list above demonstrates that iaigl no longerjust a detailed maalysis of figures that
underpinsD FRPSDQ\TV DFFRXQWYV LW LV PRUH WKDQ WKD\

company operates; the lisideedreflects the wide scope of audit today.

The role of an auditor has alFe KD QJH G $ WA\SLFDO DX GlnvdrRgastF D Q (
middle age, spare, wrinkled, intelligent, cold passive -committal; with eyes like a ced

fish, polite in contact, but at the same time unresponsive, cold; calm and damnably
composed as a concregpest or a plastef-Paris cast; a human petrifaction with a heart

of feldspar and without charm of the friendly germ, minus bowels, passion, or a sense of
K X P R XWilson, Wood (1985:6) attributed tdubbard E.

Instead,and noted by the Institute oftbrnal Auditors- Practice Advisory 121Q, a skilled
modern auditoneeds to have

x 3skills in dealing with people, understanding human relations, araintaining
VDWLVIDFWRU\ UHODWLRQVKan8Y ZLWK HQIJDJHPHQW |

X 3¥ills in oral ... communications

These are als@ddressed in the section relating to the Behavioural Aspects of Auditing,
see Chambers (1981 also argue that these words apply to any external autit@y are
indeed generic to anyone working in the audit profession, whethenalkéerditors,or

internal auditors, or audit consultants

In this studyl examine three of the skills that | will argue are required by a lesstigg

auditor, namely:

X behavioural auditing;

x use of behavioural skill as part of carrying out audit intervjews

X use of observational skills during audit interviews, especially those skills of body
language and kinesics, in order to improve the assessment of the information told to
WKHP E\ DQ LQWHUYLHZHH 7KLV FRXOG EH DUJXHG W

From the reearch that | have carried out, | could find no evidence to show that the use of
these different skills have been considered as a complementary whole for the benefit of the
audit profession. This study suggests how they may be combined and ttested



potential benefits However, lefore considering these in further detail, | note a further
complication which is in@rent in defining the scope of internal audit, compared to
external audiorto auditconsutDQF\ DQG ZKHWKHU pEHKdéawibR{UDO
approachtoXGLWLQJY VLWV PRUH FRPIRUWDEO\ ZLWK D SDL

| cite two arguments which indicate the breath of internal audit work; firstly, how the work
of internal auditors and audit consultants overHap, Q WH U Q D G dh XnGdpsvident,)
objective assurance armbnsultingactivity (my underlining)designed to add value and

improve an organisation's operations. It helps an organisation accomplish its objectives
by bringing a systematic, disciplined approach to evalaaie improve the effectiveness

Rl ULVN PDQDJHPHQW FRQW U R OdefDifo6 ofl IRty haUAQdXOF H S U
Institute of Internal Auditors Inc. (July 1999).

Secondly, how the wide scope of internal audit may imply that external audit wark is i
some ways a subet of that of internal auditors, namely thitatould be considered that
internal auditors are different to external auditors because they do not focus only on
financial statements or financial risks: much of their work is looking afitaéipnal,
operational or strategic risks. They also give an independent opinion on whether internal
controls tsuch as policies and procedurs&gut in place to manage these risks are actually

working as intended.

This latter argument is countered byethole of many external auditors, namely that
HIWHUQDO FKDUWHUHG DFFRXQWDQWVYITQRW DR ®RP SIL
accounts, but they win contracts to provide internal audit@Es\ior companies. Several

UK chartered ecourting companies mvide both an audit consultancy and ateenal

audit service.

These issues blur the differences between what used to be the scope of an audit and the
current roles provided by internal auditors and chartered accountancy companies. | have
therefore adopt&6 WKH SUHPLVH WKDW ifinteMaly&xk@d! bnQ abdk G L W |
consultants- need to be equipped with the full range of audit and consultancy skills

including those of a behavioural nature.



1.1.1 Skill: Behavioural auditing

There is a wide rangR |l GLITHUHQW W\ S ompRterdXXG \MfracRK G L |\ 1
prauda X G L Wethcidud X G L \pefatignBla X G L W $imitaly,Rifferent types oauditor

DUH WKHUHIR&puter@QWGW\WR G pEF R Qrvit) SuBiwi D X RiHMVDRU 1
DX G LWptaffonal @RGLWRUYT HW Fehdvioitaldsiiadtd UfHK @EW Y LV DO\
XVH EXW ehkvdbWallXGLEVY ZKDW LV LWV Géhldn@hiMalde@ D Q
péhavioural & GLWRU "

7TKH 2[IRUG (QJOLVK 'LAMWRRQRU\fEW KGH LR toL V 3
EHKDY lieRtkeliay one conducts oneself.

,Q WKH V. WKH WHUPV pD EHKDYLRXUDO DSSURDFK
D X Guevé fcoined- see for example, the behavioural aspects of auditing Hrat
discussed by Chambers; Selim; Vinten (1987: Ch 5) Internal Auditing and by Chambers
1981 These came at the sanm@me asthe growth of modern internal auditing and can be
considered to be one of its elemeatsVHH p%HKDYLRXUDO SDWWHUC
SHODWLRQVKLSVY DQG WKH p5ROH DQG 2EMHFWLYHV R
(Institute of Internal Auditor§1972)and Morgan(1975)

However, whereas the definition of a behaviowaproacho auditing is well defined in
Chambers, Morganinstitute of Internal Auditors Inc, et al, (my underlining), no really
adequate definition of behavioural auditing could be folins is potentially important,

as, without being able to work to a precise definition of behavioural auditing, it becomes
difficult to examine one of the skills that a competent behavioural auditor could usefully
possess the ability to identify misinformation provided by an auditee using behavioural

skills and techniques.

| also note that in these and other publicatioré thave reviewed, there was no linkage
between behavioural auditing or the behavioural aspects of auditing, and its potential
application to help identify possible fraud. For example, the Institute ohaitAuditors,

8. DQG ,UHODQGTV (GChxambyVvHaribok: RGOB)Mists nineteen courses
which have behavioural issues and, of these, ten are specificalg Bs including
training of a grsonaljnterpersonal and/orrganisational nature. Although it is noted that



the interviewing skills corse is considered to h&a PDQ\ HMEHKDYLRXUDO LV V]
saythati UDXG GRHV QRW LQFOXGH DQ\ hMEHKDYLRXUDO LVV

In trying to define clearly what behavioural auditing is, a starting point considered was to
simply modify the existing definitioand scope of behaviouratcountinggo make it into
behaviouralauditing my underlining, W K X & that dimension o&eeeuntingauditing

concerned with human behaviour and its relationship with design, construction and use of
an efficientacesuntingaudting V \V W-Hskegel / RamanauskasMarconi (1989 ). |

consider whether this proposed definition is adequate.

1.1.2 6NLOO 7KH DXGLWRUTV QRVH

One of the more traditional roles that auditors carry out is in the investigation of fraud.
This may haveevolved because auditogho examined the financial books and accounts

of companies and discovered fraugkre the obvious people to be asked to investigate the
VLIH DQG QDWXUH RI WKDW IUDXG W LV VXIJIJHVWHOC
auditoU VWHUHRW\SH ILWV SUHFLVHOMvstgHting itV LP
Somewhat narrow, focussed, bleakdwhite individual. Successful investigating
auditorswdJH VDLG WR KDYH D pSR @& GEMARHANY QQRS/AH\T R VDK

knew instinctively when an auditee was not telling them the truth.

However, fraud investigation skills appear to be much removed from the skills displayed
E\ D hEHKDYLRXUDOO\ DZDUH DXGLWRUY DV VSHFLILH
standards rad given above. Auditing for fraudLV D PRUH LQWXLWLYH SU
formal, analytical methodologpg LW LV PRUH RI DQ DUW-B&dgia AWK D Q LC
Lindquist, (1987 ) | suggest that this intuition is comm@\ H[SUHV V HG5 DW RAUHK k
NRVHY

1.1.3 Skill: Audit interviewing

There is a considerable body of information about audit interviewing. It seems that most
audit reference books have a paragraph, section or chapter that considers this topic. Much
is written about how an auditshould prepee for an auditee interview. Howevditfle

appears to have been written on the behavioural skills that an auditor can or perhaps



should employ during the interview. The Institute of InternA & LWRUV 8. DQG ,L

PIIA Distance Learning Qurse covering interviewing gives eight section headings

When and why Types of interview
The structure of interviews Planning

Conducting the interview Closing the interview
Fraud nvestigation interviews Body language

For the fraud investaion and body language sections, the course suggest®thhtve
WR UHDG WKH L Qalduag¥ and mendde\wokrkRvat\does notxplain how.

Flesher, (1996 ), specifes that the elements of&ic interview skills andethniques

cover planning, scheduling, opening, conductintgsing, documenting andwaluating.

He does not mention behavioural skills, per se, but does salyeinntroduction to
interviewing W K D WHumahHrelations skills displayed during interviews with audit
customeV FDQ RIWHQ PHDQ WKH GLIIHUHQFH EHWZHHQ VXF

1.1.4 Skill: Body language and kinesics

Like auditing, both the body of knowledge and the sdell for the interpretation of body
languagehave changed very considerably since 1900. Beftven, for example, 19
century psychologists produceh illustration showing stereotypical facial images of
twenty men each of whictlefined a type of individual, honest, courageousudulent;
sly, humorous, etc, (presented by Ingrid Schoen in her QGiiversity Social Methods
Research course (2003/4))his illustrated and emphasised the beliefd atthat time,
thatbearded men may not be honest. HoweMenuld argue that, in the 2century, t is
accepted that beded mencan be open and hones exactly the same way that ron
bearded ran may bel do note howeverthat untilat least until 278, IBM had a formal

policy notto employ bearded menr.have been told that this also applied to EDS.

A considerable body of work was undertaken odyblanguage in the 1960s / early 1970s

E\ 3URIHVVRU %LUGZKLVWHOO RI WKH 8that MdotdJAWimai\ R 1
communications took place by the use of gestures, postures, position and distances than by
DQ\ RWKHU PHWKRG >R IPdafeRPRIQ)L EdtuinlyRmavyaooks have



EHHQ ZULWWHQ DQG PXFK UHVHDUFK XQGHUWDNHQ R

language. For example Ekman; Freisen, (1975):

X ,Q DQ LQWHUYLHZ VLWXDWLRQ EHW&Zdpld egard)fa@ X GL W |
expressions as mordtX VW Z R U W K\ W K D QaciaRedEe¥sions bHamation
DUH QRW HDV\ WR FRQWURO« EXW« SHRSOH DUH PF
ZLWK IDFHVY DQG PRUH SUDFWLVHG ZLWK IDMReiw WKD
can ya detect the leakage of feelings the person is trying to conceal from you?

X with some people [e.g., the auditee] you [the auditor] probably will have little chance
to spot when they are controlling their facial expressions. They are just too good for
you to detect signs of facial management. A really good actor [or fraudster] is very
FRQYLQFLQJ’

In researching for this thesis, no references could be found t@ppkcation of a

knowledge obody language to assist an audit interview

1.2 Nature of this research

1.2.1 Where this research fis into the wider scope of audit

All audit work has three main phases:

i the input to the audit; fact finding about the potential area the audit work will
consider

ii carrying outthe audit work; the body of the dit; the audit process

iii quantifying the results of the audit, including oral and written reports, and
information used to form the input for the next stage of the audit.

This research is centred on part of fegondphase, thecarrying outthe audit vork; the

body of the audit; the audit process.

In the middle of the 20 century, audit, both internal and external, concentrated on the
accuracy of the financial accounts. One of the perceived roles of an auditor was to identify
fraud and other financidtregularities. Auditors were frequently disliked as they were
VHHQ WR EH pyWKH ILQDQFLDO SROLFHPDQY RI D FRPSD
XVLQJ pKDUGYT DXGLW VNLOOV



6LQFH WKHQ DQ DXGLWRUTV UROH KIRWDWOV W BHAG HGHUH
ZD\ FRPSDQLHV VKRXOG DQG GR RSHUDWH DW D VHQL
examine a company, their staff and their management, has been used by the senior
management and the external stakeholders of a comparfiylfil ahis role auditors have

to apply both hard and soft skills. An auditor can help to ensure that their company is as
efficient and, especially, as effective as possible. To achieve this, auditors are now
UHTXLUHG WR XVH IDU PRWKaggv.RIW VNLOOVY WKDQ ILIW

However, the recent impact of Sarbai®dey, has, arguably, reversed this tread
detailed financial accounting checking is required, as well as the need to check and sign
off the effectiveness of financial and associated procedures. Futaegatesnay plot this
reversal to ascertain whether it is a temporary or more permanent chalsgecomment
thatconclusions about the application of Sarba@etey (SOX) and its lack of prevention

of financial losses in the banigrsector in 2008 may radefuture dependency dBOX.

Yet, probably, all auditors, whether operating anywhere within the sphere of hard or soft
audit, find that their time is at a premium. Any techniques that will be able to indicate how
to use their time better, and thus tlssets of the company better, are arguably potentially

advantageous.

There is a debate about the exact definition of different types of auditing; for example, in
BrinkfV ORGHUQ ,QWHUQDO Iatérgal adit@g; appraisals operations and
cortrols, operationak X GLW L QJ L VaGihtiepepdeat ré/Méwiincluding all aspects of

an organisation; its business functions, financial control and the supporting
VI\IVWHPV«« WKH DXGLWRU JRHV EH\RQG D QDUURZ UDC
all aspects of the organisation in the scope of internal audit reviews. A better name for
WKH RSHUDWLRQDO DXGLWLQJ PLJKW EH pPDQDJHULDO

This statemenimplies that there is little difference between operati@mal management
auditing andBrink JRHVY RQ WR VD\ WKDW WKH WHUkepRaS th&at DW LF
ZDV KRZ WKLV W\SH RI D XGIh\Whambers; I3eliny, Wintén (19Q1) G °
Internal Auditing, a sharper distinction is draveniManagement adit takes the highest
possibleacrossthe ERDUG SHUVSHFWLYH ««2SHUDWLRQDO DXG



RSHUDWLRQDO DXGLW DUHD DQG ZLOO EH OHVV DEO|
KHDGT XD UW(EANVTh4definRdp is illustrated by a hierarchy of audit terms

Managementadit

Operational adit

Financial adit

| note that BrinkV SXEOLFDWLRQ LV 86 EDVHG ZKHUHDV WKH &
based. As a practising UK based auditor, the latter definition fits more closely with my
UK experience. However, | wouldquestion whether, by includingntincial auditing in

the diagram, this does nahix, albeit only to a small degree, apples and pears. (Perhaps
oranges and satsumas would be more akin to the difference). Ingeatiee placement of
financial auditing definitions in thawhereas both operational and managemaditiag

define atype of approacio an audit as well as tteeopeof that audit, financial aditing

covers thescopeof work anly. So, instead ofifiancial audit, | would prefer to nglace this
term with standard definitions of approaches to audit. Again, these are well defined in

Chambers et al in whidreeapproaches are outlined, namely:

X The Verifications approachwhere auditors verify something they are reviewing;

X The Vouchg, or Tick and Check, approachwhich, by an intelligent scrutiny of
records, auditors can confirm that laid down procedures are complied with, and

X The Systems approachin which the auditor focuses upon the system itself. The

auditor will use both vefication and vouching to assist this appraach

In both Chambers et al, and Brink,i$ noted that there is no singlgpe of auditing +
verification, tick and check, systems, financial, operational @nagementtthat can be
applied in isolation. Acomplete management audit will need to use skills deployed as part
of an operational audigf a financial audit, andf an audit using techniques such as the
YHULILFDWLRQ YRXFKLQJ DQG V\VWHPYV +RZHYHU LQ
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needs idicates a progressively increasing scale of needs/complexity, so these types of
audit can be placed in a progressively more complex audit type: each requires a
combination of the other. In additiprihe degree of skill required for each of these
approache to workis different, with nanagement wdit requiring the most number of

skills, and erification the leastWhen plac&s LQ &KDPEHUV Hgt:DOYTV GLDJ

Audit types

Management

Operational

Financial / Systems
Tick & Check

Verification

In theabove, | noted that in the definitions by Brink and Chambers et al, both ntiypthe

of approacho an audit as well as tlsegopeof that audit; ie, a mix of skills and styles. As

a practising auditor, this mix does not matter provided the auditor sppéecorrect skill

and the correct style to the task to be completed. Indeed, for example, if an auditor
VXVSHFWV WKDW WKHUH DUH LUUHJXODULWLHYVY LQ W
maragement, the auditor may well employ simultaneously detaikrifications skills

with management style auditing. | therefore accept that it is valid to present the above

information into a single axis which combines skills and styles:

Figure 1.1

Axis of audit skills and stylest IURP WKH pu+DUGY WiRedWiKH ppRIWY

A B C D E F G
« | | | | | >
HARD VERIFICATION TICK & CHECK SYSTEMS OPERATIONAL MANAGEMENT SOFT

11



This axis, in which | have highlighted my key area of interest/research, does not include

any mention of either frad or behavioural auditing.

As the purpose of this research is to:
X explore behavioural auditing and if and how behavioural auditing can beauassist

in fraud auditing,

andas the purpose of this section of the research is to:
X explain where behavioal auditing and fraud auditingit into the wider scope of

audit; the bigger picturg

andas the usual perception is that behavioural audit is all about the soft skills:
x working well with people, good communications, reviewing the ethos of a company,

being a supportive part of the management team, not being an aggressive policeman,

andas the usual perception is that fraud audit is all about the hard skills:
X interrogating potential offenders to ascertain the truth about their activities,
ascertainingnformation in a secretive covert way, detailed checking of financial

information to find clues about potential fraud, acting like a nasty policeman,

all this implies that behavioural auditing and fraud auditing fit into this axis thus:

Figure 1.2
Axis of audit skills and stylest IURP WKH pu+DUGT WR WKH u6RIWY
A B C D E F G
| | | | | |
<Jl | | | | | >
FRAUD VERIFICATION TICK & CHECK SYSTEMS OPERATIONAL MANAGEMENT BEHAVIOURAL

Yet in the same way that the styles and skills of manageara verification audit can
and are combined, it may be valid to consider the audit work which combines fraud and
behavioural auditing. By bending the ends of the axis of audit skills and styles to form a

circle, we get:

12



Figure 1.3
My sphere of researt
A B C D E F G
| | | | | | |
D e ! ! ! ! ! '
ERAUD VERIFICATION TICK & CHECK SYSTEMS OPERATIONAL MANAGEMENT BEHAVIOURAL

Body language Behaviouraludit
Interviewingtechniques ..”’ ”'.. Interviewingskills|

[Forensicaudit& psychology

This areazat the junction of the traditional boundary betwe
hard and soft auditingis my sphere of research.

1.2.2 My research questions

My area of research interestli®refore summarised by my tviold researchyuestiors:

x What is behavioural auditingits scope, contentisage and, critically, what is its

definition? Is it amajorauditingtechnique in its own righor just another tool in the
D XGLWRU T \s iDddiaR applicable and usable by all types of auditors?

X What practical uses can behavioural auditietiver, and, specifically, by studying the
behaviour of auditeesa DQ DX GLWHH TV, carRi@ud Odz@ciedd J H

13



1.3  Need for the Study
The SXUSRVH RI WKLV UHVHDUFK LV WR IRFXV RQ WKH
clearlyidentify whatthey are, andhento explore one potentially beneficial usage of them

1in interviewing auditees, especially inpatentialfraud situation.

1.3.1 Clarification

The behavioural aspects of auditing is a subject adequately documented in the more
comprehense textbooks on auditing, especially on internal auditing, iehavioural
auditing isnot well defined in those textbooks, dwes itappear to have a common and/or

agreed definition.

1.3.2 Practical benefits tsample sizes

Audit, like other professions, i®ntinually asked to justify its benefits. What is its value

to its employers and stakeholderkike many professions, | argue that there is pressure to
deliver the professional function at less cost, in less time and to higher quality. As a
manager andhen head of an internal audit function for some twdingy years, | was

asked to define and explanery accuratelyhe financial cosbenefits of the audit service.

The pressure to deliver the same service at a reduced cost progressively increased as tim
progressed. My colleagues in external audit were under the same pressure, ,aas anow
member of audit committees, | seek to minimise all audit fees whilst maintaining or

improving the quantity and quality of work that the auditors provide.

There is gantifiable evidence that, in practice, sample sizes of material to be audited may
be reduced and that that the sample is less scientifically selested2.4.1 below argue

that the use of behavioural audit may assist the auditor to select redugee siaes that
statistically improve their chances of finding areas where more detailed audit work is
beneficial.

1.3.3 Practical benefits xidentification of fraud

,Q WKH ,,$1V 6WDWHPHQW RI 5HVSRQVLELOLWLHYV
responsiblefor detecting fraud, butin 1963 Rezaee in his article ithe National
Industrial Conference Boarteport suggested five primary objectives of audine of
ZKLFK ZDo\prevent or discover fradfiMore recently, in 1987, the Treadway

14



Commission emplsised the important role that the internal auditor could play in the
prevenion of management fraud. efarately, stakeholders continue to believe that the
role of an external auditor includes the prevention and/or identification of fraud. |
therefore arge that whether or not an auditor is positively looking for fraud, he or she

must always be alert to its possible existence.

Many practising auditors 3a WKDW W KH\ XIGDR YWiRWIM pDKHQ LW FRI
identifying fraudsters. They can tell instinaly if an auditee is lying or not. This study
seekstotryWR LGHQW IXIG LW RAKFEDYW QIRCH & iftsd L whiéthdD ifs existence,

when exercised as a combination of the application of behavioural auditing and of body

language in order to helgentify fraud, is quantifiable.

1.3.4 Practical benefits +quantifiability and the bigger picture

Again, | argue that this work may assist the auditor to reduce sample sizes and improve
the chances of finding areas where more detailed work is beneficial.résulh of the
detailed work undertaken in this researchBeek to prove that behavioural auditing, and
body languagassisted interviewing techniqyesill improve the effectiveness of audit

work. | also seek to prove that this improvement is quantigiab

1.4 Limitations of the study

This study asks the auditor to combine three different skilterviewing, application of

the understanding of body language, and interpretation of human behaviour. Each of
those threeskills is a major study in itewn right. There is a danger that seieely

picking those elements fromach skill only to the depth which needs to be used by the
practising auditor will be perceived to result in a superficial understanding of each of the
skills. However, | argue that oa of the main skills of auditors is not their detailed
knowledge of the audit function but the way thepmach an audit. nlthe same way that

a whodunit author does not have to be a murderer to write a good book, an auditor does
notneedtobeaqualiiG ODZ\HU WR DXGLW D FRPSDQ\fV OHJDO

Nevertheless, this potential criticismight bevalid. | counter this possible potential
criticism by arguing thatDQ DXGLWRUfV S U Ri$koVavidlyGhb ErodesnS UR D F
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they findand usingtheir knowledge either personal or researchetb suggest solutions

to their client. There are caveatat a more detailed level:

X The understanding of body language becomes far more complex when studying people
of different cultures or racial backgrounds this study | limit theheoreticalsection
on body language to subjects who aréigr by birth and/or culture, and the practical

section on observing an interviewee who is a British subject.

X The audit students anduditors who | propose to study anenw with may have
limited experience of fraud in their wopdace and, also, because of company
confidentiality, may not wish to share their experience of fraud(s) that have occurred
in their company.

These are discussed in areas of future researchapt€ .

1.5 Structure of the gudy

In chapter 2, lexamine the available literature on behavioural auditamgd also the
application of the interpretation of body language as a tool of behavioural audlting
leads to postulation of research questiabsut an accurate and potentially acceptable

definition of behavioural auditing.

In chapter 3, | considany research methodology to test my postulations.

Chapters 4 and 5 concentratetbea descripte (Ch4)and qualitativ§ Ch5) analysis of the
resuls that | obtained from questioning auditor$ leads to a recommended definition of
behavioural auditingand also to a suggested method of assessing the application of
behavioural auditingsing body language techniques.

Chapter 6 malyses the resultd a practical application of behavioural auditing.

Chapter 7 then summaess the conclusiorfsom chapters 4, 5 andd this research

Thebibliography, datacapturedappendicesand othelappendices then follow
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Chapter 2 Review of literature and devéopment of research questions

2.1 Introduction

In this chapter, and as an introduction to the whole body of this research, | discuss the
elements of the techniques and skills that may be required to carry out different types of
audit work My aim is to ptithe area of work that | am researching within the context of
different types of audit work. | also aim to prevent possible confusion and debate
regardingpKDUG DXGLWLQJY FRPSDUddd sWIR agl dpiRd3Ad 0 HuEliE W L C

techniques.

Secondly, | go on to outlinemy original view ofbehavioural auditing and one of its

elements the application of the understanding of body language by auditors.

| then review the literature available topgport, develop, or contradict theszoad
percepions, and also identify where there appto be gaps in the published corpidmsch
this research can explore. In exploringstliterature, myinitial approach was to
concentrate on the avail&blext bookstnotably at Cassibrary for the audit perspgee
and & the Cass and Bath Universitybkaries for the body language perspectiaad then
to bring this knowldge as ugio-date as possible throughdetailed review of articles,

journals and internet publicatiorespeciallythose that are mosecent.

This proces$ed me to suggest 20 propositions about:
x behavioural auditing9) andavailabletrainingin behavioural auditing(2)

x the application of the understanding of body language{8jraud detections skills(4)

Finally, | again note thahisis in the context of my research questionkich are:

X What is behavioural auditingits scope, content, usagand, critically, what is its

definition? Is it a major auditing technique in its own right, or just another tool in the
D XGLWRU Y Vs iDddiraR applicable and usable by all types of auditors?

X What practical uses can behavioural auditing deliged, specifically, by studying the
EHKDYLRXU RI DXGLWHHYV YLD DQ DXGLWHHYV ERG\ O
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2.1.1 Behavioural auditing and its context within different types of audit work

All audit managers should consider the ability and experience of their auditors and
allocate the audit work accordingly. Different types of audit require different types and

degrees of ability, for emple:

Audit technique

X , ZRX0OG VXJJHVW WKDW FDUU\LQJ RXW D puWLFN DQ
SRSXODWLRQ LV OHVV WHFKQLFDOO\ FRPSOH[ WKDQ
D SRLQW VFDOH ZKHUH LV HDE IFHK\HW NOJQRED \ VK EKND I e
DVVHVVHG DV VD\ ZKHUHDYV URSHUDWLRQDO DXGLW

Hard/Soft

X | would suggest that an assessment of soft or hard audits is different from that of the
technique and skills scales, since soft audits need the sensitive applichtudit
skills and techniques, for example, in dealing with people: their feelings, their
DPELWLRQV WKHLU FDUHHUV HWF 2Q WKLV EDVLV
HQGY RI WWRH WK D/F® O H &RQYHUVHO\ tsanldealingV DX
SXUHO\ ZLWK QXPEHUV RU LQYRLFHVY WKHQ WLFNLQ
HQGYT RI WKRHWKDINVEFEGOH

Skill

X | would suggest that skill comes with experience coupled with training and practice.
However skilful an auditor, howey, different types of audit have a maximum skKill
rating. For example, computer audit may have a subjective technical rating of 3 or 4
but a maximum skill rating of 5, again measured on a 1 to 5 scale.

On a scale fromb (hard) to +5 (soft), thiswould@ DFH pPpLQYRLFH FKMHFNLC
MILQDQFLD@ DRGLWHHBDYYLRXUDO DXGLWY DV ZKDV
+LVWRULFDOO\ WKH PRWHANOHWUDWGH WIQRYE & TuRR G GW L
left of centre on the x axis in figur20.1 below), whereas more contemporary, or,

K P R G BUdiles are to the softer, right hand side.
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Combining hard and soft audits, audit techniques and audit skills

X These factors can be combined graphically onto a 3D graph, thus:

Figure 2.1
Combining the hardness of the audit, audit skills and audit technigues
5
Techniques?
(Y) 5
Skills
(2)
5 >
Har;JI (X) ] Soft

It is accepted that it is ngiossible to plot the hardness/softness, technical level and skill
level required for any audit other than in a subjective way. The purpose of expressing
these different types of audit in this way is to give a guide to explain the area of this
research ato put it into context. Subjectively, therefore, | would assess different types

of audit thus:
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Table 2.1

Type of audits and their subjective rating

Type of Audits Subjective assessment
Typel/axis of audit RMS
X Y z
Behavioural Audit +5 4 4 7.5
Fraud Audit + Body Language -4 4 5 7.5
Management Audit +5 4 4 7.5
Operational Audit +4 5 4 7.5
HR Audit +5 4 4 7.5
Computer/IT Audit -2 4 5 6.7
Forensic Audit +2 4 5 6.7
Fraud Audit -3 3 5 6.6
Value for Money Audit +1 5 3 5.9
SocialAudit +4 3 3 5.8
Management Information Audit +3 2 4 5.3
Cash Audit -5 1 1 5.2
Tick and Check -5 1 1 5.2
Contract Audit -1 3 4 5.1
Financial Audit -2 3 3 4.7
Marketing Audit +3 3 2 4.7
HR Audit +3 3 2 4.6
Assets Audit -4 2 1 4.4
Treasury Audit -2 3 2 4.1
Payroll Audit -2 1 1 2.4
Systems Audit -1 2 1 2.4
Compliance Audit 0 1 2 2.2

of interest to this research are highlighted in grey.

The table has been sorted by root mean square, RM&? + Y2 + Z?) - and subsorted alphabetically.

Accordingly, the types of audits that have a greater numifeatires at the extremes of the scale appear high in this list. Those areas

The purpose of the above analysis is to show that the areas we are dealing with in this

research tend to be at the extrernéshe scales. These are highlighted within table 2.1

In practical terms, it is unusual to combine these extremes.

the auditor and # profession.
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This research examines behavioural auditing, interviewing techniques and body language
(and also, briefly forensic audit). It suggests that, by combining these different skills and
applying them to an early part of the fact finding @sxin any audit, the auditor can reap

real and measurable advantage. For me, the relative importance of these skills is:

Figure 2.2
Behavioural auditing, interviewing skills, body language: common arena

Behavioural
Auditing

In this figure:
x the ske of the arrows and words indicate their relative importance within this research,

x their direction reflects that they progressively drill into the central core of interest for
this research.

A single researctructure diagram attempts to summarisewhele research, and this is
given below in figure 2.3. This diagram is repeated throughout this research in more
detail and is used to introduce each new section. Within this chapter, the parts covered by

each section of research are highlighted indiagram.
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Figure 2.3

Summary schematic of this research : introduction

Type of audit skills & techniques required Degree of difficulty of audit Techniques andskills
Easy _Difficult
Hard < »Soft D -
Easy S :Difﬁcult
D
c E
B F Audit work [Rating]
A G\
Area of Study ¢
INPUT (I/P) PROCESS (PR) OUTPUT (O/P)
X v T
I/P IIP 1P
R’
P/R P/R
\ X > D
P/R Scope  O/P > P/R I
P o PRL
\\ p -
o/p P/R | PR
| " i
Full o/P O/P
BASIC AUDIT SCOPING AUDIT then AUDIT WORK in

FULL AUDIT EACH DEPT.

2.2 Behavioural auditing

In this section | discuss behavioural auditing, and. | seek to identify and clarify what
behavioural auditing actually is. This work is withiretbontext of the areas highlighted

in figure 24 below.
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Figure 24

Detailed schematic of this research; behavioural auditing

<

Scale illustrates ease of type of audit skills &
techniques required,Hard to Soft

Scale illustrates ease degree of difficultgf audit
Techniques andSkills

[

[
»

Hard Easy Tand S Difficult
Soft
c Audit work [Rating]
Tick and check [H/S, T, S]
B F

A T

Area of Study

Computer [H/S, T, S]
Operational [H/S, T, S]
Behavioural [H/S, T, S]

Interviewing [H/S, T, S]
etc

INPUT (I/P)
Fact finding, eg:

v
PROCESS (PR)
Applying appropriate type

OUTPUT (O/P)

Oral &/or written

dept. structure of audit(s), eg: assurance
power structure Operational audit Ly For
people structure Computer audit Mgt &/or
Behavioural audit
minutes Fraud audit Next stage of
previous reports Tick and check audit audit work
etc Systems audit
I/ I/P /P
R’
P
P/R P/R
\ X >
P/R Scope  O/P > P/R I
1P N
\ X -
N OP P/R — o PRI
| v
Full o/P Oo/P
BASIC AUDIT SCOPING AUDIT then AUDIT WORK in

FULL AUDIT

EACH DEPT.

H+DUGT u6RIWY Teckni6al complexity = (T) Skill required = (S)

Quantity and quality of work = (w). Work carried out in time = (t).

Assume the auditor is auditing a department of company in which fraud is likely to exist.

2.2.1 Review of definitions
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In examining the definitions of audit roles in general, and behavioural auditors in
particular, it can be argued that one can definmasy types of auditing and auditors as
the type and role of auditees, for example:

Table 2.2

Different types of auditor

An auditor whose work focuses on ....... can be defined as an
Completeness and accuracy of goods/stock held Assets auditor
Contracs: civil, mechanical Contract auditor

Accounts, income, expenditure, finance, investment | Financial auditor

Following the source and destination of money Forensic auditor
Investigation of irregularities within the accounts Fraud auditor

HR, employmentterms and conditions. Personnel HR auditor
Computers, systems, electronic processing IT or computer auditor
Processes operated by doctors and nurses Medical auditor

The whole work of a company, processor, department Operational auditor

Payment of staff Payroll auditor
How a school runs Schools auditor
etc, etc

In the 1960s and 1970s there was much emphasis on the way an auditor operated in order
to be as effective as possible. This applied to all types of auditor. One of the problems
that was ideW LILHG ZKLFK DIIHFW H-Ge ¥fféctivedeXsCaalVaR pofevitial R X C
conflict between the auditor and the auditee, especially when they work in close
proximity; when the auditor knows/likes the auditee; when an auditor is both an
MLQGHSHQGHMQNQ OXBYLWBRGYLVRUYT HWF

The roles of an auditor, which may cause these potential conflicts, were listed by the
,QVWLWXWH RI ,QWHUQDO $Xearagaptis0) whick §peciedtbap GD UG

X 3, QWHUQDO $XGLWRUV VKRXD@edple and\ih CotniubicatiQg G HLC
HITHFWLYHO\"

X 3, QWHUQDO $XGLWRUV VKRXOG XQGHUVWDQG KXPD!
UHODWLRQVKLSV ZLWK DXGLWHHV’
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X 3,QWHUQDO $XGLWRUV VKRXOG EH VNLOOHG LQ RUDC
can clearly and #ectively convey such matters as audit objectives, evaluations,
FRQFOXVLRQV DQG UHFRPPHQGDWLRQV"

, EHOLHYH DQG DUJXH WKDW DOO RI WKHVH UROHV IDO

In Chambers (1981:114the Behavioural Aspects of Internal éting are explored.
&KDPEHUV GRHV QRW RIIHU D GHILQLWLRQ RIAZKK®OW WK

root of the behavioural aspects of internal auditing aeeds and relationships(my

underlining). The script then discusses needs, the hgrafmeeds, and the relationships
an auditor has with his auditees and with his/her employer and communications in general.

,Q &KDPEHUV LW LV Q Rt K@nioaplde®fdHnternsV &Ditdfs 1o give
at best only the most cursory attentit;mmthe nature and mechanics of individual and
JURXS QHHGV D Q @gair o DafinitierQoY tkd_Ihavioural aspects of internal
auditing is given but these words imply that one definition could be Bedtavioural
aspects of internal auditing the process of giving attention to the nature and mechanics

of individual and group needs and relationships.

| note that, although these words are, potentially, a definition of the behaaspeaitof

internal auditing, they are not a definition ofat behavioural auditing actualky

2Q WKH vVDPH SDJH WKH WH[W DOVR FRPPHQWYV WKDW
36 XFFHVV IDLOXUH LV DOO DERXW BKRR SWKIHGR REG QW R R Q]
Similarly, in Internal Audit by Venables arichpey (1991:70,71), no specific definition of
WKH EHKDYLRXUDO DVSHFWV RI LQWHUQDO DXGHeWLQJ
IROORZLQJ LPSLQJH R-@-dayknerkD XeadsVaRd) felaticBdbips (inter
personal skills), Formal and inform@ UHODWLRQVKLSV (IIHFWLYH FRP

Internal Auditing, Sawyer, (2005), says that behaviour must be taken into account in
GHVLIQLQJ DQG HQIRUFLQJ FRQWUROV « D UHDVR(
behavioural aspects were not taken into actamd theEHKDYLRXUDO DSSURD!
individual into account. It seeks to structure organisation so as to combine the needs of
ERWK SHRSOH DQG (PageHL1RQ) TdnGg LtKiDiplidd @hat one of the roles
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of an auditor is to understandetbehaviour of the people who will either have to operate,

or are responsible for others operating, the recommendations that an internal auditor
makes.

All the above are from standard wedlspected internakudit textbooks. In the
introduction to this wik, | sought to exclude differences between internal and external
auditors, and their role as advisors or consultants. However, in examining potential
definitions in behavioural auditing for external auditors, the key sources of reference were
within books about accountancy+ arguably reflecting that external auditing is still

considered as a stget of the accountancy profession.

+RSZRRG FRQVEBRIXUHEBLY K DLW B ad thaERKMW SH
EHKDYLRXUDO SHUVSHFWRYARDXNH DWFER®XQWLHUIY U\VWHPV

Siegel and Ramanauskikrconi (1989: 3 and 4) do indeedefine behavioural
accounting. They say ths#% HKDYLRUDO DFFRXQWLQJ « LV WKDYV
concerned with human behavior and its relationskiih the design, construction, and use

RI DQ HIILFLHQW DFFRXQWL®J ARQ R BXW VBRaRGris/DN HW |
accounting, by considering the relationship between human behavior and the accounting
system, reflects the social dimension of agaaisation and becomes, thereby, a vital
supplement to the financial information that accountants currently report. The scope of

behavioral accounting is quite broad. It includes:

x the application of behavioral science concepts to the design and octitstriof
accounting reports; the ways in which information is processed for decision making;

x the development of reporting techniques to communicate behavioral data to users; and

x the development of strategies to motivate and influence the behavior, assyatnd
JRDOV RI WKH SHRSOH ZKR UXQ WKH RUJDQLVDWLRQ"

It then goes on to divide the scope into:

X 37TKH HIITHFW RI KXPDQ EHKDYLRU RQ GHVLJQ FRQV\
VI\VWHP”

X 37KH HIITHFW RI WKH DFFRXQWLQand/\VWHP RQ KXPDQ E
X 3 0HWKRGV WR SUHGLFW DQG VWUDWHJILHV WR FKDQJI
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6KHUHU DQG 7XUOH\ ThaughPrRka3ad ruliting KiayVhatve
GRPLQDWHG D XG L Wiy W4 filtha8fbRieFLRIS/ Davis* considered that

it was now time forthHYROXWLRQ RI WKH IRXUWK JHQHUDWLRQ
DXGLWT +H GHVFU.L E héank \AudD peopkR dn@kihg Yudgements about
auditing people. With integrated business and accounting systems, most system failures in
larger compaies are now detected long before the audit. Things go wrong from human
abuse of the systems and of trust. The motives are usually personal protection in seeking
to conceal poor profits, or personal gain through theft. The whites of the eyes teshis wor
hundreds of words in the audit programnidie approach appears to be moving the
DXGLWRUYV IRFXV IXUWKHU DZD\ IURP WKH GHWDLOV F
on to the people who manage the business. This is almost recognition that external

auditing could be regarded 28/ KH DXGLW Rl PRWLYDWLRQV’
7KLV UHIHUV WR 'DYLV 5 6HUYLQJ 7KH 3XEOLF ,QWHUHVW 37UXH )DLU" 'HF

More recently, in Chapter 7 of the global summary of the Common Body of Knowledge
(CBOK), which wa produced by the Institute bfternal Auditos fResearch Foundation

in 2006, the authors examined behavioural skills, but concentrated on what were the
inherent skills that an internal auditor must possess to do their job, not what behavioural
auditing a&tually is. They did not define behavioural auditing. It is noted that the
Foundation iscurrently (2009 undertaking a separate research project on behavioural

auditing.

Similarly, a thorough review since 2000 of articles in key auditing journalsdimgju
Internal Auditor, (both those published by timstitute of Internal Auditors, UK anthe
Institute of Internal Auditors. Iny,. International Journabf Auditing, Accounting and
Business Research, Managerial Auditing Jouraakl other pulcations sich as the
Internal Auditor (ed: Andersonand Auditing Theory and Practided: Mock) did not
identify any further informatin about behavioural auditinglthough information about

body language, fraud risk identification was noted and is gagapprgriatebelow.

| notethat although there are useful references to the behavioural aspects of auditing and
to the inherent behavioural skills required by auditors, there is and continues to be a dearth

of information in text books, journal and articlabout behavioural auditing itself.
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The results of the research noted above do, nevertheless, give an insight into what their

authors consider to be the key elements of behaviourdlrmudin summary

Table 2.3

Elements in a potential definition of belavioural auditing.

What behavioural auditing incorporates

How behavioural auditing is
carried out.

1 | The whites of the eyes test is worth hundreds of | Closely observing auditees.
words in the audit programme. Taeadit nose
2 | The application of behavural science concepts | Effective communications.
the design and construction of accounting reports
ways in whichinformationis processed fodecision
making.
3| ' HYHORSPHQW RI HMWKH LQYI To understand the behaviour
makingjudgements about peoftieat ae audited. the people who will either have
(With integrated business and accounting system{ operate or are responsible f
most system failures in larger companies are now operating tke recommendation
detected long before the audit.) that an internal auditor makes.
4 | Understanding thenanagemenand behaviour of th{ Dealing with people
people who will either have to operate or
responsible for operating the recommendations| Communcating effectively.
an internal auditor makes
5 | The development of strategiesnmtivateand The process of giving attention
influence the behavior, aspirations, and goals of t| the nature and mechanics
people who run the organisation. individual and group needs alt
relaionships.
6 | Theaudit of motivationsit is all about people. Understanding people
7 | Concerned witlielationshipbetween human [Good] oral and written
behaviour and thaccountingsystem communications
8 | Concerned with human behaviour andré@gtionsip | Understanding human relations
with the design, construction, and use of an effic
informationsystem. Maintaining satisfactory
relationships
9 | The development akportingtechniques to Good reporting technieges
communicate behavioural data to users.
10| Reflecting anRUJDQLVDWLRQ TV a&ha| Needs and relationships
thus becoming a vital supplement to the finan
information that accountants currently report. Creating good formal and
informal relationships
11 | Concerned less abouttldetails of the entries in Accounting is all about people

the accounting system and more ahauderstanding
thepeoplewho manage the business.

VR «WKH EHKDYLR)
« PD\ ZHOO VHUY
accounting systems mo
palatable
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The words/prases underlined are also further explorechapter 4paragraph 4.4.

This analysis leads to three functional groupings:
X The work undertaken by the company,

X The culture of the company, and

X The individual in a company:

Figure 2.5
Grouping of what behavioural auditing encompasses and how it is carried out

AA Work undertaken by the company BB Culture of the company

Operating audit recommendations (4) Social dimension of organisation (10)
Design/construction/use/usability of Strategies to motivate/influence staff (5
effective (accounting) systems (2,7,8) Motivations (6)

Management information required (7,9)

AN i

Task Ethos
O\ ¥

Individual

i

CC Ofindividuals in the company

Quality of auditees (3)
Honesty d auditeest WKH 3ZKLWHV RI WKH H\HV
Quality of the people who manage (11)

Concern about personal motivations (6)

In this figure:
X , GHILQH D pFRPSDQ\Yf DV DQ HQWLW\ ZKLFK FDQ EH D YH
businesses, etc, ilging: a hospital, a financial services institution, a brothel, an airline, an aeropl

bank, a nosprofit making organisation, a universitssee also paragraph 1.1, page 11 above.

X References 1 to 11 which are given in table 2.3, are those usettkets in this figure.
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Based on the above discussions, | suggest that behavioural auditing may include three

elements:

x  Within (AA) - the quality of the task undertaken by the auditee;
x Within (BB)- WKH TXDOLW\ RI DXGLWHH Y et Rapnpabyl EXWLRQ
x  Within (CC) - WK H D Xilividiad guaMies including effectiveness and honesty.

In the introduction to this research, | postulated that a possible definition of behavioural
auditing could be thatt is that dimension of auditing commed with human behaviour

and its relationship with design, construction and use of an efficient auditing system

However, is such a definition adequate? | would argue that this possible definition is
LOQODGHTXDWH DV LW RQO\ FROQEWOQOWHOQVENWRB MARS pDR
in figure 2.5).

2.2.2 Propositions resulting from the review: Definitions
| therefore suggest that a possible definition of behavioural auditing is:

That dimension of auditing concerned with the human behaviour of sfg the quality

of the staff and their work. Initial Proposition A

Though this possible definition encompasses all points previously discussed, a behavioural
auditor may also be required to report on the quality of fellow employees. However, and

to name only a few of the challenges, can an auditor:

assess the effectiveness of staff?

x

x DVVHVV D PHPEHU RI VWDIIfV DWWLWXGH WR WKH HYV

X be appropriately independent when dealing with subjective an assessments which may
be based on thelikes or dislikes of individuals?

justify the benefits of such an audit?

x
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$Q DXGLWHH PD\ TXHVWLRQ WKH EHQHILWYV RI EHLQJ
part of an audit. For example:

X M6XUHO\ VXFK DQ DSSUDLVDO ZR X GaGerkasl p&thofekheE HW W
anonJRLQJ DQG RU DQ DQQXDO VWDII DSSUDLVDO"Y

x

L:KDW H[SHULHQFH NQRZOHGJH FDQ DQ DXGLWRU EU
X H+RZ FDQ DQ DXGHKRM RPLYODMS EH YDOLG"T

X M:KDW ULJKW KDV D SHUVRQ WRhoh&sHNaW? RSQrel g H |
DXGLWRUTV MRE LV WR FKHFN GRFXPHQWHG RXWSXW

X HW:KDW DUH WKH EHQHILWY WR WKH FRPSDQ\ RI D p%
GHSDUWPHQW HWEF"T

again, to name just a few of the challenges.

These challenges are not, in fact, met by the definition given in the Initial Proposition A.

To meet these, the suggested definition of behavioural auditing has been expanded to:

Behavioural auditing is that dimension of auditing concerned with the huma
behaviour of staff, the quality of the staff and the work they undertake in order to
meet the demands of the employer. Appropriately trained staff only carry it out. It

seeks to provide assurance to an employer that it is making the most effective ade

its staff. Initial Proposition B

This definition encompasses the points previously discussed, but it can still be challenged
as a behavioural auditor could be inferred to be:

X An old-fashioned clipboard organisation and methodsldrec

X Not necessarily considering eoncerned with human behaviour and its relationship

with the design, construction and use of an efficient information system.

To meet these further challenges, the suggested definition of behavioural auditing has

been brther altered to:

Behavioural auditing is that dimension of auditing concerned with the human
behaviour of staff, the quality of the staff and the work they undertake in order to
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meet the demands of the employer. It also examines whether it is possitdgrovide
assurance that the employer provides the right processes to enable its staff to be as

effective as possible. Experienced auditors who have had appropriate training in

assessing and dealing with human issues undertake it. Initial Proposition C|

| argue that any one of these three propositions should be considered to be a viable and
working definition of behavioural auditing. | propose to test the value of each of these
propositions by obtaining feedback from a wide selection of arsdiand other
stakeholders, and will then evaluate that feedback in detail. |1 will also seek suggested
definitions from the respondents. In suggesting these three propositions, | am conscious
that they are progressively more wordy, so, though | will eellback on all of them

with considerable interest, my initial preference is the most succinct of the three, ie:

HWOHKDYLRXUDO DXGLWLQJ LV WKDW GLPHQVLRQ F
EHKDYLRXU RI VWDII WKH TXDOLW\ RI WKH VWDII D

2.2.3 Propositions resulting from the review: Perceptions by auditors

| have found that the majority of publications that deal with auditing have a section and/or

chapter that covers the behavioural aspects of auditing. Despite this, | could find little

evidence of what practising auditors actually think about either behavioural auditing or the

behavioural aspects of auditing, for example:

X KDW LV pEHKDYLRXUDO DXGLWLQJ"

X As a type of audit work, what use is behavioural auditing to me or to my employer?

X Is behavioural auditing not something | do already anywagnight it not just be
labelling a fundamental skill?

x For my employer, what are its benefits and its drawbacks?

X Is it a costeffective technique?

x Do | consider that the ability to carry out behaviouraliing to be a careegnhancing

skill?

,Q WKH LQWURGXFWLRQ , DUJXHG WK Hwigthét ihtevhel, W K D
external or those who work as audit consultanteed to be equipped with the full range

of audit and consultancy skills, incling those of a behavioural nature. This argument
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does not negate the fact that behavioural auditing might be perceived differently by
internal auditors compared to external auditors and compared to audit consultants. In
DGGLWLRQ WKH idhXfGheawrduriVausitihy i, S\Wst probably, vary by

employment sector, as well as by the seniority, background and also experience of the

auditor. This will be tested as part of this thesis.

Whilst it is potentially unwise to preuppose the results this testing, nevertheless:

| postulate that the answers to test questions will illustrate thaauditors do not have

a clear understanding of the advantages and disadvantages of behavioural auditing.

Initial Proposition D|

2.2.4 Propositions resulting from the review: Perceptions by auditees

In the same way that it is difficult to quantify the benefits to auditors of behavioural
auditing, it was not possible to find literature that provided a perception of whigesud
understand behavioural auditing to kéndividually or at the employer level. It is also
recognised that, with the current emphasis on SarOaihey, there may be a trend to
move back from the wider scope of auditing to the more traditional fialkenadliting. See

also hternal Audiing and Business Risk, December 2004.

The swing back to financial auditing may affect different sectors in different degrees.
This is not the subject of this research, other than to note the possibility and thirefore
select a wide range of potential auditees by both type and sector, in order to provide an
adequate range of feedback to assess.

| therefore suggest that, in order to understand how those who actually are the subject of
behavioural auditing, or whoseafft are the subject of behavioural auditing feel, it is
necessary to ask a variety of questions. Again, whilst it is potentially unwise -to pre
suppose the results of this testing, nevertheless:

| postulate that the answers to test questions will illustratéhat auditeesdo not have

a clear understanding of the advantages and disadvantages of behavioural auditing.

Initial Proposition E|
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An overall conclusion is that the available literature about behavioural auditing is poor.

which automaticall suggests the following:

In general, behavioural auditing is poorly understood. | suggest that better

understanding and increased usage will lead to quantifiably more effective audit

work. Initial Proposition F|

2.2.5 Propositions resulting from the review: Benefits

In the introduction to this study, | indicated that one possible benefit of this work was the
practical benefits of reduced sample sizes; specificallyaidit, like other professions, is
under pressure to deliver the professiofunction at less cost, in less time and to higher
quality. There is quantifiable evidence that, in practice, sample sizes of material to be
audited may be reduced and that that the sample is less scientifically seteete@.3.3
below. Based on my pctical audit experience, | argue that the use of behavioural audit
may assist the auditor to select reduced sample sizes that statistically improve their
chances of finding areas where more detailed audit work is benetitiesl study seeks to
ascertairwhether that argument is correct or false.

A better understanding of behavioural auditing could be helpful to the auditing

profession. Initial Proposition G|

In order to quantify the degree of benefit that use of behavioural audit may provide, |

propose that:

x If the quality and quantity of audivork required to audit a process/department/
company is defined gsv), and

x thetime it takes to complete fully all aspects of the audit of that process/department/
company is defined %),
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x then theeffectivenes®f the Audit(¢) is defined a$/;

thus the higher is, the more effective the audit.

| postulate that use of behavioural auditing will improve the effectiveness of the

audit, . | Initial Proposition H|

In addition, and from comserable practical experience:

| postulate that use of behavioural auditing especially if used in quantifying the

potential work required for a future audit, and prior to the full audit being carried

out, will improve its effectivenesse. Initial Proposition ||

2.2.6 Propositions resulting from the review: Training available

This section surveys the training available for auditors and others who are interested in
finding out more about behavioural auditing. It only considers training providdaein

UK. I focus on offerings from CCAB members and from the Institute of Internal
Auditors, UK and Ireland, specifically:

x Institute of Chartered Accountants in England and Wales (ICAEW)

x Chartered Institute of Management Accountants (CIMA)

x Association of @artered Certified Accountants (ACCA)

x Chartered Institute of Public Finance Accountants (CIPFA)

Institute of Internal Auditors, UK and Ireland (11A)

x

,Q DGGLWLRQ WKH VWXG\ FRQVLGHUY WUDLQLQJ FRXL
Accountancy comgnies. However, outside the UK, it is noted that alom& extension
WR 3ULFH:DWHUKREDN&EBREHIDNG86 § FRXUVH FRQWD

interpretation of body language, in the fraud interview.

In addition, in an article by Carnes in thaihagerial Auditing Journal (2001:3382) the
DXWKRU QRWHYV WKDW 338QLYHUVLWLHV KDYH EHHQ V¢
LPSURYH VWXGHQWVY XQGHUVWDQGLQJ RI IUDXG RU W}
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A review of key journals since then until 2009 diat provide any further relevant article.
Similarly, an initial review of courses provided by the CCAB bodies and the IIA was
carried out in 2004. It concluded that no behavioural auditing courses existed. It did note
that behavioural auditing may be ntiened in courses provided by the IIA. However, it

is proposed to repeat and extend this review contemporaneously with the testing phase of
this research. Without pjadgement, it is expected that this may lead to an observation
that:

There is little appropriate training in behavioural auditing and that such training

would be advantageous to auditors. Initial Proposition J|

2.3 Interviewing: Interpretation of body language for auditors

In 2.2 | have considered what behavioural auditing is, whdt training is provided.
Though | argue that it is most important to understand this better from a theoretical
standpoint, auditing is, essentially, a practical subject. | suggest that tke-dy
application by the auditor of behavioural auditing Iwilrther justify research into
behavioural auditing as a subject in its own right, as well as providing real benefits to the

auditor and the auditee.

As exampled in tables 2.1 and 2.2 above, there are many different types of auditing and
different skils and techniques employed by auditors. However, all audits employ a
combination of these types of audit, skills and techniques. For instance, a fraud auditor
requires interviewing skills, whereas an operational audit requires a combination of
virtually al other types of audit and skills. | have argued that behavioural auiha
dimension of auditing concerned with the human behaviour of staff, the quality of the staff
and their workf Although this approach can be applied to numerous differeestgp

audit, when | was a practising auditor | most effectively applied behavioural auditing, as |
WKHQ XQGHUVWRRG LW WR WKH VWDUW RI WKH 3GRLC
DXGLW SURFHVV™ F\FOH

This leads us to the audit interview. ©af the earlier stages of any audit is the interview

with the potential auditee or the line manager of the area to be audited. Such interviews
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help to identify and/or clarify thecope of the potential audit.

than that initially planned may be required. This may be considered o m®re than

HWKH DXG IQRR H I

| have put this area of research into context by highlighting the appropriate sections of the

overall schematic given in figure 2.6 below.

Figure 2.6

Detailed schematic; interviewing and fraud detection skills

Scale illustrates ease of typef@udit skills &
techniques required,Hard to Soft

<

Hard

(See pages 10 and 11 above)

»

Easy <

Scale illustrates ease degree of difficulty of audit
Techniques andSkills

» Difficult

Soft | Easy

Difficult

See fig 1.3

Audit work [Rating]

Tick and check [H/S, T,S]
Computer [H/S, T, S]
Operational [H/S, T, S]
Behavioural [H/S, T, S]
Interviewing [H/S, T, S]

During an interview,
application ofan audiR U TV N Q Ruo@ foGekbimide the human behaviour of staff,

the quality of the staff and their workayalsocausethe auditorto believe that more work

Area of Study etc
INPUT (I/P) PROC%SS (PR) OUTPUT (O/P)
Fact finding, eg: Applying appropriate type Oral &/or written
dept. structure of audit(s), eg: assurance
power structure Operational audit ] N For
people structure Computer audit Mgt &/or
Behavioural audit
minutes Fraud audit Next stage of
previous reports Tick and check audit audit work
Interviewing auditees
etc Systems audit
etc
1P IIP 1P
Ry
P/R P/R
\ X >
P/R Scope  O/P > P/R I
P > PRI
\ X -
N O/P P/R o PR L
b | " v
Full o/pP O/P
BASIC AUDIT SCOPING AUDIT then AUDIT WORK in

FULL AUDIT
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M+DUGY u6RIW Y Technidal complexity = (T) Skill required = (S)
Quantity and quality of work = (w). Work carried out in time = (t).
Assume auditing department of company in which likely fraud exists.
Objectives are to maximise effectiveness of audit and likelihodiddihg fraud
The graph show examples of different patterns of audit work

2.3.1 Review: Basic interview skills, style of interview questions, the fraud

interview

Basic interview skills

A basic skill of all auditors is the ability to ascertain information ideorto determine
whether the process they are auditing achieves required objectives. Information may be
sought in numerous ways, including examination of accounts, analysis of written
information, and, of course, discussions with appropriate people. fi&e lde interview
process is to obtain further information and provide supporting and illuminating detalil
about that which is being examined. Unlike behavioural auditing, to which references
appears in a negligible number of publications, the irgarvprocess carried out by
auditors probably appears in more than 90% of-bexiks on both external and internal

audit.

H,QWHUYLHZLQJY LV DOZD\V GHVFULEHG GHILQHG DV I
require factfinding and one way to obtaifacts is from auditees using interviewers.
Indeed, CBOK (IIA Research Foundation, 2006:28@entifies that, for audit staff,
interviewing skills are the second highesbst important skill they neediata collecon

and analysis is the highestowever, he way audits are conducted can vary considerably.

At one end of the spectrum, an auditor may well use closed questions taken from an
internal control questionnaire script, prepared by his or her manager or borrowed directly
from a text book, eggu'LG \RKHFN WKH GDWH RQ WKH L@¥RLFH
hard/closed question. At the other end of the spectrum, a question may be very open
HQGHG+RHZ GR \RX IHHO DERXW WKH ZD\ PDQDJHRHQW |

soft/operended question.
As previously discussed, behavioural auditing is about the use of soft skills. Although

behavioural auditing and interviewing are different topics, they do have a shared arena in

the use of soft, opeanded questions. Similarly, | argue that the interpmtadf body
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language, though a separate function/process in its own right, does share a common arena
with both interviewing skills and behavioural auditing.

This research starts with behavioural auditing and seeks to clarify what it is. One area of
behaioural auditing is its application during interviews with auditees, and it is this
application of behavioural auditing, combined with knowledge of interviewing techniques
and body language, that this research postulates will provide measurable benefits to

auditors.

Examples of the importance of the interview process to auditors are noted in Flesher,
(1996:289) in which the author identifies th8fhe human relations skills displayed
during interviews with audit customers can often mean the differencedresuccess and
IDLOXUH DV DQ LQWHUQDO DXGLWRU’

6LPLODUO\ WKH ,QVWLWXWH RI ,QWHUQDO $X@GISWRUV
important for you to studjnterviewing and negotiatingjecause they are key to effective
LQWHUQDO DXGLWLQJ’

Both of these texts identify the importance of thorough preparation for the interview, and

the skills that an auditor should command and display when interviewing.

In my research, | am taking as a given that the auditor has properly prepared for the
interview and that the auditor is a reasonably seasoned and competent interviewer.
However, | argue that auditors may be able to employ or acquire further interviewing
expertise to enable them to identify potential information known by, but not orally
communi@ated by, the auditee that may assist the auditor in the audit/investigation.

Style of interview questions
, QRWH WKDW E\ WKH YHU\ VW\OH RI LQWHUYLHZLQJ

respond in such a way as to maximise the infaongirovided to the interviewer:

Xx 8VH RI MIKXU®DOLVWVY VLEwh®& Svhaf WhénX Whekd, Lvihy) ahd
K R Zsee articles by Bednar (1999) and Craig, (1991).
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Xx 7TKH LQWHUYLHZHUYV XVH RI SRVLWLYH ERG\ ODQJXD
boredbm, good eye contact, nodding, etc.

X Maximisation of the use of unbiased open, as opposed to biased open, questions, e.g.:
3+RZ ZDV WKH XVH RI DOORZDQFH |IP® & MARRMAdMFW L E

believe the allowance for uncollectibles is adedddtCraig (1991).

)JXUWKHU H[DPSOHV DUH JLYHQ LQ .ROOHUYfYV DUWLEFO
DUWLFOH WKH DXWKRU QR WiHtstvialwiKgHan GeimpléyeeHWhiteH EH
investigating a fraud andnterrogating an employee suspected ofong GRLQJ"™ P\
underlining). The author instanced a case where an interview turned into a fraud
interrogation; one of the clues that a potential fraud had taken place was that the
L Q W H U ¥pokkZgHiétly? remained unusually still and failed to make ggdadH FRQWD FV
7KH DXWKRU UHPLQGV XV RI WKH QHHG WR EH SUHSI
interrogation, and of the Police and Criminal Evidence (PACE) rules for any interrogation

that may be required.

7KH DXWKRU DOVR WKHQ WHith exglailV ow(td RIBrdiff Yarg ByU N V
identifying involuntary norverbal clues. (See Ekman, (1982), Handbook of Methods in
Nonverbal Behavioral Research, Telling Lies (1985), et al). This and other similar work is
considered in table 2.4 on body languafelow. This article did note that Ekman
concluded that when both vocal and facial measurements were combined, it was possible

to classify correctly 86% of interviewees as either lying or honest.

However, the sources of information about body languatgxtbooks, articles, journals,
internet xconcentrate purely on body language per se and do not comment on its use by

auditors. Conversely, few audit publication comment on the use of body language.

Between 2000 and 2009, a full review of five majorais:
X International Journal of Auditing International Journal of Auditing
x Internal Auditor / hternal Auditing &Business Risk, UK

X Internal Auditor Inc and

X

Accounting and Business Research

x

Managerial Auditing Journal
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identified only one reference to these of behavioural auditing by auditors; Internal
Auditing & Business Risk [March 2006: 23] comments on a presentation to the Heads of
,QWHUQDO $XGLW )RUXP LQ ZKLFK WKH SUHVHQWHU 8
Programming, NLP, can fundamenyaldlter the way internal auditors approach and
UHVROYH SUREOHPV’ +RZHYHU WKLV DUWLFOH FRQ
inherent skills that an internal auditor must possess to do the job, and not the body
language technique of observing NLRie$ given by auditees as a tool to interpret an
DXGLWHHYYV ERG\ ODQJXDJH

)LQDOO\ DQG DV D UHVXOW RI DQ LQWHUQHW VHDUFK
$XGLW 7HFKQLTXHV® zZDV SURGXFHG E\ WKH /RQGRQ
partnershipwhich was set up to support homeless people in London, was closed in 2005.
In 2003 it produced a-F DJH 4XLFN *XLGH UHI + IRU DXGLWRUV
indicated by their body language. However, these pages did not specify what body
langua@ of the auditee may indicate that that auditee might not be telling the truth.

The fraud interview
In considering fraud, | highlight two types of audit:

The QRUPDO L @ WwhitlufvaudHiZ feither expected nor considered. This is the type

Rl pQ/K@SULVH LQWHUYLHZY VHH OHVKHU

WU\LQJ WR VHOO KLPVHOI DV D KHOSIXO SHUVRQ ZKR
WKH DXGLWY « DQG WULHV WR DOOD\ pWKH Kudkov§ RU\ R
ZHUH SULPDULO\ FRQFHUQHG ZLWK IUDXG DQG HPEH]]O

The HUD X G L Q WbHdUctedHZ he UK, under the PACE rules (or their equivalent
outside the UK), in which:

X Two people should be present so that one can record answers.

X The process dthe interview is structured and clear for the witness being interviewed
and for the auditors who are interviewing, and evidence collected should be handled

with care and in accordance with PACE rules.
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See the Institute of Internal Auditors, UK and Irela(@002:293), Study Text, Internal
Auditing, which summarises the PACE rules for auditors.

Because of this separation into two types of audit, | argue that the auditor might, possibly,
not be as aware as they should be that they can potentially idéwtixistence of fraud
GXULQJ D hnQRUPDO LQWHUYLHZT

, DP QRW VXJIJHVWLQJ WKDW D pQRUPDO LQWHUYLHZT \
mid-interview, merely that the auditor must be aware of indications given by the auditee
of the possible existee/knowledge of fraud. | note that in IIA Standard 280.02.1, that
Petection of fraud consists of identifying indicators of fraud sufficient to warrant
UHFRPPHQGLQJ DQ ,QGMHDODWRWIDWERQ DQG GR RFFXU GXI|
However SWRMGLWRU FDQQRW XVH DQ DXGLWHHYV ERG\
fraud, but such indicators can signify the need for more extensive audit procediges
Flesher (1996; p157).

| also note that the Institute of Internal Auditors, UK and Ireland (2@32; Study Text

Internal Auditing, which isat posi UD G XD W H O H MhatorrraRfRaBdHeWidivs

DUH RXWVLGH WKH VHRIE #afRpostyr&duatdeneH §yNabus on Risk
Assurance and Audit Management requires the student to lexpffK H LQWHUQDO LC
UROH LQ IUDXG E\ UHIHUHQFH WR SUDFWLFDO JXLGDQF

$JDLQ WKLV VHFWLRQ LQGLFDWHY WKH GDQJHUV RI pul
FOXHV GXULQJ DQ LOQOWHUGLWRUYIWRBWHR@D\7KXHQW Hi1D\V
trail of a potential fraud. Correct interpretation of such clues requires an advanced level of
study, and must only be applied with sound background knowledge of PACE procedures.

Finally, and perhaps refleddJ DQ DXGLWRUYfV QRVH LW ZDV QRWH
Rl $XGLWLQJ >0DUFK S @ WKDW 3LQ WKH FRQWE
experience, auditors develop more elaborate mental representation of relationships .....
including client K DUDFWHULVWLFV DQG HUURUV WKDW PD\ EH

2.3.2 Behavioural clues in interviews
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As previously noted, there are very many texts about interviewing and about interviewing
skills for auditors. For example, in GordeR,L, (1975), Interviewng: Strategy,
Techniques and Tactics, which summarises a considerable volume of knowledge about
interviewing, chapter fifteen discusses four separate aspects ofertmad interviewing
techniques; Proxemics, Chronemics, Kinesics and Paralinguistics.ud #rgt each of

these is relevant for application by the behavioural auditor, but further study of each is

important so that the auditor knows their uses and limitations. They are expanded below.

Proxemics considers the physical distance between thervigwer and interviewee. It
comments that a normal distance varies considerably between different cultures, and thus
the impact and meaning of communications varies considerably between different
cultures. For example, a normal conversation/interviewhissipally closer between two
Middle-Eastern citizens than between two American citizens. This point is noted for
awareness if the interviewer puts unpalatable questions, then the interviewee may
physically back away. Without knowing the cultural basetls interviewee, the

significance of backing away cannot be properly assessed.

Chronemicshas two aspects;

x the meaning of nopunctuality by either the interviewer or interviewee for a
scheduled appointment. Cultural backgrounds and the ages of tiveeingx and the
interviewee, and also the attitudes to punctuality within the organisation, will all
impact on the significance of lateness to the interview. It is not enough to imply that a
late arrival by an interviewee may imply that they are nervdamitathe pending
interview.

X as part of the interview, the experienced interviewer may leave a long pause after
receiving an answer and posing their next question, and/or may wait without
prompting an interviewee for an answer to a question. This is a& afsinterview
technique, interview style and cultural background. However, if an interviewee
EHFRPHY FOHDUO\ QHUYRXV LW PD\ QHYHUWKHOHYV
JXLOW\YT RU KROG PLQIRUPDWLRQ WKDW WKH\ DUH XQ

Kinesics is the name now given to the science of interpreting body language. This text
guotes examples to show how early consideration of the interpretation of the placement of
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feet, hands, posture, eyes, face, etc, could be used to support information acquired at

interview:

X A study of the Judgement of Manual Expression as Presented in Still and Motion
Pictures. Carmichael et al (1937)

X Body Position, Facial Expression and Verbal Behaviouning Interviews. Exline
(1964).

X Sociology of the Senses: Visual Interacti@@mmel (1924).

x Visual Behavior in a Dyad as Affected by Interview Content and Sex of Respondent.
Exline (1965).

X Interviewer Influence on Duration of IntervieweéleBce. Matarazzo and Wiens
(1967).

Paralinguistics

This is not the content of speech lthé volume, quality, accent and inflection of the
YRLFH 7KLV LV HIDPSOHG E\ WKH ZRUG 3<HV"™ HJ

Q 3&DQ \RX FRQILUP WKDW \RX KDG QR NQRZOHGJH RI
A 3<HV’

Depending on the tone, and/or volume, and/or inflection of this pktioneword
DQVZHU WKH LQWHUYLHZHU PD\ LQWHUSUHW WKDW DQ

etc. This factor is noted but is not examined in any detail in this research.

These four aspects of naerbal interviewing techniques, and especiathat on
paralinguistics, must be taken in a mugltiltural context. Throughout this research, | have
obtained material from, predominantly, UK and UBAased sources, but these sources do

not consider how communications work in different cultures. In mmdempanies and in
modern business, many interviews and meetings are not between two people who are both

of Anglo Saxon ethnic origin.

In Riding the Waves of Culture see Trompenaars; Hampd&arner, (2002:75) the
authors comment on inteultural conmunications, and the problems of communication

across cultural boundaries which arise. This is illustrated below.
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Figure 2.7
Different cultural talking patterns between two people of the same culture

Anglo Saxon A

B
Latin

B
Oriental A

B

This figure illustrates the way two people of like culture, A and B, who are in conversation
with each other, actually talk. Those from a Latin culture often talk over each other; those

from an Oriental one often leave gaps before thx person speaks.

Similarly Trompenaars and Hampd@&nrner (2002:76)nstance an Italian professor who
visited a US university and, naturally, made eye contact with his students. Later, the
professor was surprised that the students greeted him as Krteeyhim, which they did

not. It transpired that they incorrectly assumed that the professor knew them because of

his initial eye contact. In the US, unlike Italy, initial eye contact is only fleeting.

Such intercultural considerations add consideratdégrees of difficulty of interpretation.

For this reason, as in other parts of this research, | try to concentrate on UK mannerisms
only +for example, the scenarios considered in chapter 6 are between an auditor and
auditee who were both born and bredha England. However, it is noted that in the UK,

with its multicultural diversity, such a cleaut differentiation is, in practice, both
difficult and impractical. Knowledge of communications between different cultural

groups is, therefore, helpful.

, KDYH LQFOXGHG WKLV VHFWLRQ RQ EHKDYLRXUDO FO
OLWWOH OHDUQLQJY E\ DXGLWRUYV 7KLY VHFWLRQ OF

detail the potential use of body language by behavioural auditors inrstedviews.
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2.3.3 What is body language and why is it relevant to an audit interview?

Body language, as its name implies, is the study of communication provided by the body,

as opposed to other forms of communication such as written and verbal. Ie, Peas
WKH DXWKRU peR&pR the Most inuebtal po" century work

was by Charles DarwintThe Expression of the Emotions of Man and Animpisblished

in 1872, which spawned the modern studies of facial expressions and body lahguag

SHDVH DOWRD/G GW 3VHHPV LQF UueBdl &pddts\0f iKdrimuricabirK H Q

KDYH EHHQ DFWLYHO\ VWXGLHG RQ DQ\ VFDOH RQO\ VL

« IRXQG WKDW WKH WRWDO LPSDFW Rlory)P38% vobal H LV

including tone of voice, inflection and other soundsd 55% nonY H U E BDOfher

researchers identify that over 65% of communication isveshal.

, DUJXH WKDW DQ DXGLWRUfVY DELOLW\ WR XQGHUVWDC
if the auditor can better understand all communication from an auditee. Again Pease
FRPPHQWYV R@WE&DWZKHQHYHU ZH FDOO VRPHRQH puSHU
UHIHUULQJ WR WKHLU DELOLW/\eMaRcues-andao DApnpath&sd U S H
FXHV ZLWK YHUEDO VLJQDOV ,Q RWKHU ZRUGV ZKHQ
IHHOLQJY WKDW VRPHRQH KDV WROG XV D OLH ZH UHD
VSRNHQ ZRUGV.GR QRW DJUHH"

Although there is sound literature on lyothnguage, references about its -tiaegay
DSSOLFDWLRQ IRU DXGLWRUYV DUH VSDUVH )RU H[DPSC
text on Internal Auditing (2004:293) discusses fraud investigation interviews. The
following paragraph comments on bddyguage. The text starts:

Faceto face meetings give auditors the opportunity and challenge of using body
language. Body language adds to the spoken message. This means that you have
WR UHDG WKH LQWHUYLHZHHVY ERG\ Obe@dits Del H D C
aware of whether the person you are interviewing is interested, evasive,
disapproving, wanting to say more, or confused about what you are asking.

Typically people who are:
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X Interestedzlean forward and listen intentivelygsmiling, nodding, s&aLQJ p\HV
+JR RQT

x Evasive tturn away, avoid eye contact and / or fidget

x DisapprovingtVKDNH WKHLU KHDG JULPDFH RU pWXW

X Waiting to speaktuse hand gestures, lean forward or shift position

x ConfusedtIURZQ DQG RU ORRN WR RQH VLGH’

The text cooludes by sayingthaB% RG\ ODQJXDJH LV DQ LPSRUWDQW
W JLYHV \RX DQRWKHU WHFKQLTXH WR XVH WR KHOS W

On behalf of the Institute of Internal Auditors, | support wholeheartedly the vast majority
of the conters of this study text. However, in hindsight | find this particular paragraph
both inaccurate and misleadinginaccurate, as an experienced fraudsterfoan will
superficially display those body language signs which can make an inexperienced auditor
believe that no fraud exists; and misleading, as it does not reflect the importance of

percentage of communication that body language can provide, ie 55%-+.

+RZHYHU , DFFHSW WKH ,QVWLWXWH +fhat 368 RGI\UQ D Q J¥ DG
« JLYWYH DXGLWRU@ D QR BjKdtive isNdtry ko @lerfify Bhat aspect of

body language that may be pertinent to a practising auditor and to a level of detail that
may potentially help him or her to be better able to identify areas of auditigatem

that could/should be pursued.

An audit investigation could be concerned with fraud, and thus the potential dishonesty of
an individual. It could also be concerned with the effectiveness and/or efficiency of an
auditee in their daily work. Irassessing effectiveness, efficiency and honesty, the
traditional method employed by an auditor is based on taking a scientifically based
sample of the work of one or more auditees. Statistical audit sizes using techniques such
as StopGo sampling are usedThey inform the auditor what were the required minimum
number of samples to be checked in a given population size in order for the auditor to be
X% certain that only y%r z% of errors exist in the total population. In practice, as this
sample size is ften too big to be economically justifiable, a technique known as
HBHOHFWLRQ ELDVHVVIWIREYVWHIBOZVWKSQRQJ LQ DXG!

47



This technique is, arguably, a colourful set of words to justify to auditors, audit
management anithe management why an audit sample size is reduced. In the article by
Hall; Hunton; Pierce (2000), it was identified that 85% of all audit sampling applications
rely on nonstatistical selections. | propose to argue that a good knowledge of body
languaye will assist the auditor to choose his or her-siatistically based sample more

effectively.

2.3.4 Aspects of body language
| have approached the examination of body language by reviewing a considerable number
of publications on the subjedisee bibliogrphy. Those that appeared to me to provide the

most clues to the application of the interpretation of body language for auditors are:

Table 2.4
Bibliography of key publications used in summarising body lanquage for auditors
Author Article  Published Title
or book?
Ayers:Kaplan A 2003 Review partners' reaction to contact partr
etc
Birdwhistell B 1970 Kinesics & context
Brune A 2003 The artful interviewer
Ekman B 1985 Telling lies
Ekman; Freisen: B 1975 Unmasking the face
Ekman; Rosenfeld; B 1982 Handbook of methods in nonverbal beha
Rosenthal; Kendon et al. research
Edited:Scherer and Ekmar
Koller, L A 2002 To catch a liar

Nierenberg; Calero B 1985 How to read a person like a book

Pease, A B 1981 Body language. NB: This woskummarises
the research of many other researchers

Sielski., L A 1979 Understanding Body Language, esjally
P238242

Vrij; Edward ;Bull A 2001 SHRSOHYV LQVLIKW« HW

Waltman;Golen A 8/1993  Detecting deception during interviews

| accept that overt [ty language may have different meanings / implications depending
on the culture of the interviewee. For example, USA males tend to cross their legs with
the ankle of one leg resting on the knee of the other; UK males usually cross their legs at

their thighs or ankles. Again, | propose to concentrate on UK mannerisms only.
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| also totally accept that, like a good actor, an experienced fraudster can deceive the
(inter)viewer into believing what they want him or her to believe. In my studies | have
summarisd the telltale signs that indicate what a person who is other than a really
experienced/effective fraudster and/or actor is really thinking. The results are split into
three tables:

x Postures and gestures in body languatgble 2.5.

X Lower face movemenis body languagettable 2.6.

x Upper face movements in body languatjable 2.7.

In considering these tetale signs, | note the following frofBkman and Freisen (1975:
135140y 3*)DFLDO H[SUHVVLRQV RI HPRWLRQ DUHam@dgeW HD'
their facial expressions, but far from perfectly. People are more practised in lying with
ZRUGVY DQG QRW IDFHV DQG PRUH SUDFWLVHG ZLWK ID
x 3W LV HDVLHU WR PRQLWRU \RXU ZRUGV DV \RX VS
HISUHVVLRQV«’
x 3 W LV HDVLHU WR IDOVLI\ ZRUGYV WKDQ IDFLDO H[SU}
Xx 3, W LV PXFK HDVLHU WR LQKLELW ZKDW \RX UHYHDO
\RXU IDFH « EHFDXVH « WKH IDFLDO H[SUHVVLR!
experience of an emon are involuntary (although they can be interfered with):
X The eyes are most truthful
x If words are not supported by any emotion, distrust the words
x If words and emotion differ, which is correct depends on the situation
x If an emotion is shown but noword6)dH VDLG WKHQ WKH HPRWLRQ

All these caveats are to be borne in mind when considering the tables 2.5 to 2.7 below.
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Table 2.5

Postures and gestures in body language

Author(s) Posture / Gesture What is indicated
Pease, A Hands clenchedgether Possibly displaying confidence, but
PRUH OLNHO\ VKRZLQ]
frustration / negative attitude
Birdwhistell, R Steepled hands Confidence. Knowit-all.

Nierenberg ; Calero
Pease, A

Nierenberg ; Calero
Pease, A

Hand over mouth

Concealment. Dshonesty

Nierenberg ; Calero
Pease, A

Nose touching

Dishonesty. Doubt of words spoken
to person

Various.

Nose touching (plus possible squirming]

Doubt, suspicion, puzzlement

Various.

Drawing finger under nose

Dishonesty

Nierenberg ; Calero
Pease, A

Ea rub

Doubt of words spoken to person

Nierenberg ; Calero
Pease, A

Neck scratch

Disagreement

Nierenberg ; Calero Collar pull Follows after telling a lie
Pease, A

Nierenberg ; Calero Folded arms Defensive

Pease, A

Various.

Various. Folded arms, movingdaly away, crossing Rejection

legs, tilting head forward

Nierenberg ; Calero
Pease, A

Folded arms with hands clenched or ha
gripping arms

Hostility or strongly defensive

Nierenberg ; Calero
Various.

Hands by side: women. Unbutton/take
coats: men

Openness

Pease, A

Various combinations of crossed legs,
often with folded arms. NB: there are
different styles/meanings of leg crossing
in the USA compared to the UK.

Reinforcing a defensive posture.
When linked with slight foekicking
motion by womenboredom

Nierenberg ; Calero

Taking off and fiddling with glasses

Pausing for thought.
Procrastinating

Nierenberg ; Calero

Handwringing

Tension

Nierenberg ; Calero

Sideways glance

Distrust

Vrij; Edward ;Bull

A decrease in expected movements of
handsfingers, feet and legs. Speaks
slower. Smiles more than expected.

Indicates liars compared to truth-
tellers

Pease, A Head tilted to one side Interest

Various. Head tilted to one side, and stroking chi| Evaluation
or hand on cheek

Pease, A Head tilteddown Disapproval

Nierenberg ; Calero Open arms and hands. Also, hands op{ Sincerity

and onto chest.

Various.

Sitting forward in chair, tilting head

Co-operation
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Table 2.6

Lower face movements in body lanquage

Author(s) Posture / Gesture What is indicated
Ekman, P Narrowing of lips (Start of) Anger.
Subtle movement. Can be concealed
by falsely smiling but look for
narrowing before smile is put on.
Involuntary
Various. Biting lip Nervousness
Ekman, P H7UXHY VPLOH -thé& RW K| Happiness, Relief, Amusement
muscles usednaybe tightening of Involuntary
muscles that circle eyes.
Ekman, P M)YHDUY VPLOH 7KH PR Fear, Concern
a horizontal line Involuntary
Ekman, P H&RQWHPSWYT VPLOH 7| Contempt
LQWR D pKpaxighteRihgdHife E
muscles in the lip corners and either a
slight angling up of the lip corners or
when one corner is tightened and slight|
raised. Involuntary
Ekman, P H'DPSHQHG VPLOHTY DQ G| Negative emotions

ie: grinning and bearing itLips pressing,
lower lip pushed up by the chin muscleg
corners of mouth tightened or down. Th|
dampened smile will have tightening of
muscles around the eye indicated that
there is a degree of enjoyment.

Involuntary

All of the aboe can be replaced by deliberately made smiles; often there is little time between one and
other. (It can be postulated that the more practised an auditee is at creating the impression they want,
time it takes before an involuntary smile islem@d by a deliberate one.)

Ekman, P H4XDOLILHU VPLOHY $ \ Used totake the harsh edge off an
abrupt onset. Lip corners tightened, low unpleasant or critical message.
lip pushed up slightly for a moment.

Head nod. Down and sideways tilt to | Deliberate
head.

Ekman, P H&RPSOLDQFH VPLOHY Acknowledges that a nasty message
also with eyebrows raised for a moment will be accepted without protest.
sigh may be heard or a shrug down. Deliberate

Ekman, P i &BtdinatonVPLOHY  $-SR O| Shows agreement, understanding,
operative smile regulates tweay intention to perform.
conversation. A slight smile, usually
asymmetrical, without eymuscle
movement. Deliberate

Ekman, P H/LVWHQHU iinadioth $mi F| Gives encouragement to the speake

but with head nods.

to continue what they are
saying/explaining.
Deliberate.

In general, false smiles are asymmetrical and will not be accompanied-byegke movement, although the
involuntary forehead signals continue 6 XFK VPLOHYV PD\ VHHP WR EH VZLWFKH
seem inappropriately quick.

32QH PD\ VPLOH DQG VPL Shdkespéate. EHemBt Y\ OODL Q"
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Table 2.7

Upper face movements in body lanquage

Author(s) Posture / Gesture What is indicated
Ekman, P Inner corner of eyebrows are pulled Sadness, Grief, Distress, Guilt.
upward, often causing wrinkling on cent| NB: <15% people tested could produ
of forehead this movement deliberately
Ekman, P Eyebrows raed and pulled together Fear, Worry, Apprehension, Terror
NB: <10% people tested could produ
this movement deliberately
Ekman, P Raising and lowering eyebrows Anger, Surprise.

NB: Easy to produce deliberately, so
not a reliable indicator.

Ekman, P; Fnsen, W

Horizontal brow wrinkles (or existing
wrinkles become deeper) accompanied
wider eyes and dropped jaw.

Surprise (if brief), Doubt or
Questioning (if wrinkles held longer)

Ekman, P; Freisen, W

Horizontal brow wrinkles (or existing

wrinkles becomeleeper) accompanied
by wider eyes and dropped jaw plus hed
movement sideways or backwards

Doubt, Questioning, Disbelief

Pease, A

Good eyeto-eye contact

Openness, honesty

Various.

Extended eye contact

Confidence

Nierenberg ; Calero

Blinking rapidly

Discomfort, Covering-up, Lying

| earlier commented that good actors can deceive. That is their job.

QRWH D

WKH KDLUGUHVVHU ZDV D YHU\ QLFH SHUVRQ
IURP RXWVLGH WKH KDLUGUHVVHUYV VKRS ZL

YLHZHG

It is interesting to

79 DGYHUW IRU <HOORZ 3DJHV LQ ZKLFK W
KDLUGUHVVHU WR FXWilyKthaviked tthe R#drfirésserand) cdnchBrnged that

$W WKH

hairdresser comprehensivel$eparately, both words and gestures were totally believable.

But together, they made no sense because of the different stories they told. For me,
watching this discrepancy was most disconcerting. Arguably, it was that disconnection
which made the adverte@morable and, for me, the advert reinforced the importance of
ERG\ ODQJXDJH DV D PHDQV RI FRPPXQLFDWLRQ
Vickers Advertising Agency (2003))

p<H

Another example is given in Beattie, Visible Thought (2004:171) in whicaniinterview
ZLWK 3UHVLGHQW &OLQWRQ LW LV QRWHG WKDW ZKH
UHODWLRQV ZLWK WKDW ZRPDQ OLVV /HZLQVN\" WKt}
pointing away from his body, his other fingers were curled, and his et rapid

downward movements at the start of each false word. It is also notable that this
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publication, which is one of the more recent and well reviewed of its subject, also makes
frequent reference to Ekman, Handbook of Methods in Nonverbal BehaRiesalarch,
Telling Lies (1985).

The conclusion must be that body language is the best possible interpretation of several,
sometimes mutually misleading signs, postures and gestures. Practice does not make
perfect, but training, linked with practice, wilhprove their correct interpretation. The

UHDGHU LV DOVR GLUHFWHG WR $SSHQGL[OL\WRW WK LY HV

taken fromEkman.

From the above, | reonfirm my existing proposition that$Q LQWHUYLHZHHY
language actions wilprovide indication to the interviewer that the interviewee is being
dishonest, deceitful and/or otherwise providing incomplete information, and that an
interviewee, however well practised, cannot fully prevent all unintended disclosure to a

trained intenvewer.

2.3.5 Propositions resulting from the review: Communication of information and

its benefits

Given that an auditee is being interviewed by a seasoned, competent interviewer:

, SRVWXODWH WKDW LW LV LQ WKH pLQLWL&@Gnddi HWL Q
WKH DXGLWHHY WKDW WKH H[LVWHQFH RI SRWHQWLD

communicatedby the auditee can occur. Initial Proposition K|

| postulate that, at this initial stage of the audit process, suspicion of potential
information known by but not orally communicated by the auditee, could inform the
GHWHUPLQDWLRQ RI WKH DXGLWTV VXEVHTXHQW LQWH!

Initial Proposition L]

« D Q G ugihg Ih&ihformation obtained during this process will improve the

effectiveness ofin audit, ...... Initial Proposition M|
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...... and that this will be especially so if carried out in the scoping process of an audit

prior to the full audit being carried out. Initial Proposition N|

2.3.6 Propositions resulting from the review: Interpretation of body language and

its benefits

| therefore suggest that:

A good knowledge of body language will assist the auditor to do histheork more

effectively. Initial Proposition O

| suggesthat an auditor trained in understanding and interpreting body language:

x Will be better able to identify dishonest, deceitful and/or otherwise incomplete

information imparted by an auditee than an auditor untrained in reading body

language. Ini tial Proposition P

x  Will not, unless very highly trained, be able to identify all cases where dishonest,

deceitful and/or otherwise incomplete information is imparted by an auditee.

Initial Proposition Q

| suggest that an auditor can be trainedWR LQWHUSUHW DQ DXGLWHHY
identify if it is dishonest, deceitful and/or otherwise provides incomplete information.

Initial Proposition R|

| suggest that this knowledge will improve the effectiveness of an audit.

Initia | Proposition §

| also suggest this will be especially so if carried out in the scoping process of an audit

prior to the full audit being carried out. Initial Proposition T|
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2.4 Forensic audit and associated psychology

In this section | consider velther forensic accounting and associated psychology have a
place alongside behavioural auditing in assisting auditors to be more effective in
identifying potential fraud.

Figure 2.8
Detailed schematic; Forensic audit
Scale illustrates ease of type of aitdskills & Scale illustrates ease degree of difficulty of audit
technigues required,Hard to Soft -~ Techniques andSkills
Hard Soft Easy Difficult
c e Audit work [Rating]
Tick and check [H/S, T, S]
B F Computer [H/S, T, S]
Operational [H/S, T, S]
A ‘ G\ Behavioural [H/S, T, S]
Interviewing [H/S, T, S]
Area of Study etc
INPUT (I/P) PROCESS (PR) OUTPUT (O/P)
Fact finding, eg: Applying appropriate type Oral &/or written
dept. structure of audit(s), eg: assurance
power structure  _| » | Operational audit ] | For
people structure Computer audit Mgt &/or
Behavioural audit
minutes Fraud audit Next stage of
previous reports Tick and check audit audit work

Interviewing auditees
Forensic Auditing

etc Systems audit
etc
1P I/P 1P
M
P/R P/R
\ X >
P/R Scope  O/P > P/R IN
/P g P/R N
\ p -
N OP PIR . o PRL
v
Full o/pP O/P
BASIC AUDIT SCOPING AUDIT then AUDIT WORK in
FULL AUDIT EACH DEPT.

M+DUGY u6RIW Technicabcomplexity = (T) 8l required = (S)
Quantity and quality of work = (w). Work carried out in time = (t).
Assume auditing department of company in which likely fraud exists.
Objectives are to maximise effectiveness of audit and likelihood of finding fraud
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Forensic accoumg SGHDOV ZLWK WKH UHODWLRQVKLS DQG DS
OHJDO S UiRde Bdlognaand Lindquist (1987: PPs 35, 39, 88941

However, there is limited further literature available on either forensic accounting or on
forensic audiing VDYH IRU %RORJQD DQG /LQGTXLVWYIV ERRN
definition of behavioural auditing could be derived from behavioural accounting. In the
same way, the definition of forensic auditing could be extrapolated from that of forensic
accouQWLQJ QD HBrénsic\Wekdanrgjauditing is the element checeunting
DXGLWLQJ GHDOLQJ ZLWK WKH UHODWLRQVKLS OQG DS
is on this basis that | considered whether forensic auditing could add anythhmey tiort

this research.

It is noted by Bologna and Lindquist (esp. PPs 35, 85, 91) that:

37KH IRUHQVLF DFFRXQWDQW ZRUNV DOPRVW DOZD\V
DXGLWRU WHQGVY WR EH LQYROYHG RQ DQ DFWb&H ED
involved with the aspects of prevention and detection (in a corporate or regulatory
environment). $OV R YWr&uD ®Widiting is more of an intuitive process than it is a
formal, analytical methodologg LW LV PRUH DQ DUW IRUPFWWe0EIQ LW
accounting/auditing is a general term used to describe any investigation of a financial
QDWXUH WKDW FDQ UHVXOW LQ VRPH PDWWHU WKDW K|

This book defines some of the mental qualities required by a forensic accountant/auditor
(esp. PPs 39, 924), as:

x Creativity x Common sense x Confidence X Intuition

X Curiosity X Business skills x Perseverance

| suggest that, with perhaps the exception of Creativity and Intuitivity or Intuitiveness,

these skills are not any different to those requimgdny auditor.

+HUH FUHDWLY L W \the \Abilty $oOsizp QUi &f Wiavwould otherwise be a
normal business situation and consider alternative interpretations that might not
QHFHVVDULO\ PDNH EXVLQHVYV VHQVH’
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The ability of forensic/fraud audRUV DQG GHWHFWLYHV LVteHJ[§SODLQ
also to be intuitive in the sense that they enjoy solving new and different problems given a
PLQLPXP DPRXQW Rihdy@dritheerbadbhdrt@he<dacts and play on hunches

in circumstances in ich evidence is sparse, destroyed or sometimes eveexisiant.

They are sensitvetonod HUEDO FXHV « WKH\ UHO\ PRUH RQ LQJI
D FDQQHG DXGLW SURJUDP’

Bologna and Lindquist then relate their proposition that fraud audawgsrequired,
DPRQJVW RWKHU WKLQJV WR EH FUHDWLYH DQG LQW
FODVVLILFDWLRQV $SSO\LQJ -XQJYV DQDO\WVLV WR DX

Table 2.8

Linking structural and behavioral considerations for auditors

Structural considerations Behavioral considerations

Overt Aspects Covert Aspects

Hierarchy Attitudes

Financial Resources Feelings

Goals of the Organisation Values

Technological State Norms

Performance Standards Interaction

Efficiency Measurement Supportiveness
Satsfaction

7KH\ FRPPHQW Freil i\ditors ténd to preccupy themselves with the
EHKDYLRUDO DVSHFWV RI FRQWURO DXR HJ%GDW® UMY
««DV XWLOLVDWLRQ RI GHGXFWLYH UHDVRQLQJ"

These findings are sufficient for thderstanding of the place of forensic auditing within
my sphere of research; that is not to say that further work on forensic auditing cannot be
done- and it is of course noted that forensic auditing is a complete research topic in its

own right. Fromthe definitions and practical explanations of what a forensic auditor is,
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and what and how they work, this brief section serves to illustrate that an effective
forensic audit is different from traditional auditing in that it does utilise behavioural and

intuitive skills.

| therefore argue that forensic auditing is a research area that will potentially offer further
insight into one of the uses of behavioural auditing and whose study may vyield further

practical assistance to the behavioural auditor.

Intu ition and Psychology

As part of the limited research carried out on forensic auditing, references were found
ZKLFK UHIHUUHG WR pLQWXLWLRQY DQG WR LWV DVVRF

link work on this topic to any future research oreftsic auditing.

2.5 Summary and conclusion

The subject of this study is behavioural auditing; what it is; what auditors understand it to
be; how auditors can use it in their work. The research has identified that there appears to
be little previous resarch in this area; indeed, a definition of behavioural auditing has

been formulated from this researekee paragraph 5.6 below.

This study has proposed that the practical application of behavioural auditing by attditors
external, internal, or audit nsultants zwill make audits more effective. Therefore, this
study also examined the impact of the potential practical application of the use of
behavioural auditing to identify potential frauds and as a part of fraud investigations. In
addition, it exanmed what training currently exists to explain and teach the above to

auditors.

This research led to twenty initial research propositions, listed as Aabmve, which, in
chapter three, have been combined together into six groups of research post(Ri?s):
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RP.1
X Neither auditors nor auditees have a clear understanding of what behavioural auditing
is, nor of its advantages/disadvantages of behavioural auditing, so

x The definition of behavioural auditing needs to be clearly established and.agree

RP.2

X A better understanding of behavioural auditing will be measurably helpful to the

auditing profession, especially so if carried out in the scoping process of an audit prior
to the full audit being carried out.

RP.3
X 'XULQJ inia keetiQJPQG PREWDLQLQJ D SHUVRQD®DLW)

processes, and especially if carried out in the scoping process of an audit prior to the

full audit being carried out:

X the existence of potential information known by but not orally communicated by
the auditee can occur

X the suspicion of potential information, known by but not orally communicated by
WKH DXGLWHH FRXOG LQIRUP WKH GHWHUPLQDWLF
audit sample sizes, etc

X using this information will improve the effeeéness of an audit.

RP.4

x A good knowledge of body language, carried out by an auditor trained in
understanding and interpreting body language, will assist the auditor to do his/her
work more effectively. This knowledge will improve the effectivenesarofaudit,

especially so if carried out in the scoping process of an audit prior to the full audit
being carried out.

RP.5

x There is a general lack of adequate training on behaviouralraudis provision will
improve the effectiveness of auditors.
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RP.6
X $Q DXGLWRU FDQ EH WUDLQHG WR LQWHUSUiH® DQ

dishonest, deceitful and/or otherwise provides incomplete information.

My overall conclusion fronthapter two is that further research into behavioural auditing
will be of both academic and practical benefit; this work will further the knowledge,
understanding and application of behavioural auditing and, when applied in conjunction

with other audit sis, will improve the effectiveness of auditors.

In chapter three, | intend to consider the best ways to test the six postulations, for example,

by:

x obtaining feedback from internal auditors, external auditors, audit consultants,
academics specialigy in audit, and audit students

X the use of electronic surveys and/or-eox®ne inerviews and/or group interviews

X creating and using filmed scenarios to obtain feedback about a practical application of

behavioural auditing.

| propose also to consider theputation required to test these postulations adequately.
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Chapter 3 Summary and consolidation of researcipropositions.
Research design, methods and methodology

3.1 Introduction

The work aboveidentified twenty research propositions, A to T, which have been
consolidated into six postulations, and have then been combinedhi&e distinct
researctstages

I Behavioural auditing; what it is and what is understood by it in the auditing
community and the pstlation of a definitiorof behavioural auditing (Research
postulationsl and2).

Il Gathering and using information available from the application of the techniques
of behaviourabuditing and body language, and whetiteiuse mie auwdits more
effective (Research gstulations 3 and)4

1] An assessmertdf training available in behavioural auditing and in body language
for auditors, and whether the application of training will improwedffectiveness
of audits (Research gstulations 5 and)6

These stages are associated withiiteal Propositionsn Chapter 2 thus:

Table 3.1
Linking initial propositions toresearch postulations tgotential tests
Initial Proposition (from Chapter 2) | Research Postulations,ref: Stage
I Il
Initial Propositions A,B,C,D,E,F Research Postation [RP.]1 —
Initial PropositionsG,H,I Research Postulation [RP —
Initial PropositionsK,L,M,N Research Postulation [RB —
Initial Proposition0,P,Q,S,T Research Postulation [RR —
Initial Propositions] Research Postulation [RB —_
Initial PropositionsR Research PostulaiidRP.]6 —
STAGE |

| suggest that the existing definitions of behavioural auditing are inadequate, as they are

incomplete | propose that behaviourauiditing has three elements
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x Study of the auditee and the quality of the work they do.
x Study of the auditee and the quality of their contribution to the culture of their
employing company.

X Study of the audée and their personal qualitiéscluding effectiveness and honesty.

RP.1: - What is behavioural auditing?

| postulate that:
X Neither auditors nor auditees have a clear understanding of what behavioural
auditing and the advantages/disadvantages of behavioural auditing.

X The definition of behavioural auditing needs to be clearly established and agreed.

To act as a basis for discussidhe following possible definitions which were proposed

above are summarised:

3.1 Behavioural auditing is that dimension of auditing concerned with the human behaviour of staff,
the quality of the staff and threvork. (Initial proposition A tsee p29

or

3.2 Behavioural Auditing is that dimension of auditing concerned with the human behaviour of staff,

the quality of the staff and the work they undertake in order to meet the demands of the employer.
Appropriately trained staff only carry itub. It seeks to provide assurance to an employer that it is making

the most effective usdits staff. (Initial Proposition B tsee p3)

or

3.3 Behavioural auditing is that dimension of auditing concerned with the human behav¥istaff,

the quality of the staff and the work they undertake in order to meet the demands of the employer. It also
examines whether it is possible to provide assurance that the employer provides the right processes to
enable its staff to be as effectime possible. Experienced auditors who have had appropriate training in

assessing and dealing with human issues undertake it. (Initial Proposition C +see p 3}

RP2: - Measurable advantages of understanding and using behavioural auditing

X | postulate that a better understanding of behavioural auditing will be
measurably helpful to the auditing profession, especially so if carried out in the

scoping process of an audit prior to the full audit being carried out.
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Measurability is defined as imprang the effectiveness of the audit)( ¢ is definedas
"I, where w is the quality and quantity of audit woakd t is the time required fally

complete all aspés of the audit of a department.

STAGE I
RP.3: - Gathering and interpreting availableformation using behavioural auditing

techniques.

| postulate that during W Kihit uDO PHBQWGQURIEWDLQLQJ D SHUVRQD ¢
auditeef SURFHVVHVY DQG HVSHFLDOO\ LI FDUULHG RXW
prior to the full audit being carried out:
X the existence of potential information known by but not orally communicated by
the auditee can occur
X the suspicion of potential information, known by but not orally communicated by
WKH DXGLWHH FRXOG LQIRUP WKH GHWaduemLQDW
interviewees, audit sample sizes, etc

X using this information will improve the effectiveness of an audit.

RP.4: - Gathering and interpreting available information using body language techniques

| postulate that a good knowledge of body languagesarried out by an auditor
trained in understanding and interpreting body language, will assist the auditor to do
his/her work more effectively. This knowledge will improve the effectiveness of an
audit, especially so if carried out in the scoping processf an audit prior to the full

audit being carried out.

STAGE Il
RP.5: - Training auditors in the use of behavioural auditing

| postulate that there is a general lack of adequate trainingn behavioural auditing

and that its provision will improve the effectiveness of auditors.

63



RP6: - Training auditors in the use of understanding body language

, SRVWXODWH WKDW DQ DXGLWRU FDQ EH WUDLQHG WHE
identify if it is dishonest, deceitful and/or otherwise provides incomplete information.

3.2 Methodology for testing zResearch questiond and 2
Behavioural auditing: what it is and what is understood by it in the auditing community.

To postulate a déafition.

If the scope, attributes, advantages, disadvantages, users, recipients, etc, of behavioural
auditing were well known andvere well defined, quantitative testing of behavioural
auditing would be (relatively) straightforward\either is.For thisreason, the proposed
approachwill be to select different types of peoplegpondengswho are:
x experienced and inexperienced auditors, whether internal, external or audit
consultants, and line managers, whomotentially interested in:
X knowing more abat behavioural auditing, and/or
x already using behavioural auditing, or not, and/or

X teaching it, and/or

x

benefiting from its use.

JRU VLPSOLFLW\ , KDYH FDWHJRULVHG WKHVH SRW
HSFDGHPLFVY DQG p6W Xdande theveviga wid® RwgdHof WifkeEeiY tyipds iof
people to be sampled, inevitably a large andsnwdllsample size isequired.

In contacting this potential sample, and by the very nature of thecsulgualitative
guestions needo be used, for exampleWhat is thebest definition of behavioural
auditing?y However, in order to more easily and effectively compare the results of the
findings, it is proposed to frame the questions to generate answers which can be
guantifiably compared against each oftier example, given three potential definitions of
EHKDYLRXUDWhaD X e best@iditioq of behaviouralauditing suggested. 1,
3.20r3.29

64



Before determining the best method of potentially obtaining the respondents, three criteria

were icentified as key;

X Number of respondents

X Type of respondent;

X external auditor, internal auditor, audit consultant, line manager, and, for each of
these, their degree of experience/seniority

X audit academics with interest in auditing

X audit students

X type andhumber of employing organisations

The objectives are to:

A.

ensure sstatistically adequataumber of respondents are sampled, whilst

B. maintaining theobjectivityof thesampleselected, whilst ensuring
C.
D

. minimising the costime and difficulty in obtaining the sample.

an appropriatenix by numbeof the oftypeof respondety and whilst

Five different methods were considered. They are not mutually exclusive.

1

Write an article in one or more professional journals, inviting win@despondents

to contact tk researcher.Respondent drivén

Approach respondents known to the researcher which meet the appropriate level of
stratification by type of respondefiRespondent seldct

Obtain feedback from respondents selected by an organisation. The researcher
sekcts the organisation. The organisation selects the respondents in order to provide
an appropriate stratification by type of respondgRéspondent andrganisation

select

Approach a large number of randomly selected respondents from organisations

already known to the researchgRespondent randomyganisation selegt

Approach a large number of randomly selected respondents irrespective of their

organisatiorfRespondent andganisation random

These different sampling methods all have their advantagksdisadvantages.
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Table 3.2

Summary of advantages and disadvantages of different possible methodssafmpling

Different methods Objectives Comment
considered AlB|C|D
1. Resp. driven X | — X | — As many advantages as disadvantages
2. Resp. select X | X | -] — Alimited number of known respondents
3. Resp. & Org. select — --| -- | —] Both these methods have the advantage that some work is dg
4. Resp. random Org. seleq — -- | —| -- | By the organisation; a trade between ctigt +tsample objectivity
5. Resp. & Og. random — — — X | This method gives the largest potential sample, but is most c(
—=good, --=0K, X=poor

From the comments given in table 3.2 above, methods 1 and 2 were dismissed as not good

enough. This leaves three methods:

3. Contacing organisations and asking them to ask their staff to feedback information as
described in the remainder of this chapter

4. Contacting staff who work in organisations where it is known that they will have a
large number of staffivhose experience and knowtge would meaningfully assist the
process described in the remainder of this chapter

5. Contacting a large number of staff sourced, for example, from the membership of the
lIA and from personal contacts and contacts of contdotaddition, contacting audit
consultants, academics, students, and chartered accountants, either known to the autho
or by contacts of the author.

In all these options, | propose to obtain the information from a questionnaire that | will

draft.

Experience tells us that that the @88 QVH WHDO QPR OWGN\OH TXHVWLRQQL
main constituent of method 5, may be poor. In additiom ptioposed methods of contact,
e-mail or post, are both time consuming and may be expensive. It is suggested that the
high number of poterdl respondents that this method may generate, makes it potentially
most attractive. However, and as previously noted, these three remaining methods are not

mutually exclusive.
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My chosenroute was therefore to both seput hie questionnaire initially toandomly
selected IIA students and thenkimown/suggested:

X chartered accountancy companies,

X universities,

X commercial orgasiations, and

X audit consultants,

and ask them and, as appropriate, their colleagues, staff and/or studemst to work
throughthe questionnaire.lt is envisaged that this will potentially and efficiently increase
the returns with no increase in cost. The information to be obtainedc$ieghdoelow in
sections 3.2.1 t18.2.3 below.

Forthis stagel propose to obtain answdmsmy questionnaires by either:

X having a large number of questionnaires returned-imai§ andholding only a few
faceto-face interviews to complete the questionnaires and also expand the information
provided by the interviewees to make it more quiahita

or, if as often happens that responses to {mai¢ questionnaires is poor, to:

X increase theubsequemiumber of face to face interviews

3.2.1 Processstage i

The method of testing these research questions/postulations will be initially bgnwritt

pilot questionnaire to a small number of known audit, managerial and academic contacts.

This will test the comprehensibility, validity and potential effectiveness of the proposed

guestionnaire.

Following feedback to the pilot, and any required medifonsthat are made, the final

version of the questionnaire will be sent astdescribed above.
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3.2.2 Sample selection, stage i

The population of this sample will be:

X Members of the Institute of Internal Auditors, UK and Irelatichnge ofup to 500
electonic repliessoughtand depending on response to that, between 25 and 3
interviewssought.

X Selected partners, managers and auditors responsible for both internal and external
auditing inmajor external audit companiesrange ofup to 50 electronic repés and
then, depending on responbetweenl0 and 3interviewssought

x Technical HQ and audit amagers in the CCAB and IIA institutégland trange of
say, 3 interviewsought

X Academics/aidents trange of, say3 interviewssought.

3.2.3 Variables, stage i

The questionnaire will ask the individual sampled to consider the three proposed

definitions of behavioural auditin@.1, 3.2and3.3) given above. It will then invite them

to define their understanding of behavioural auditing and then measure ptintsi i

below against each of therée (or four) definitions. nl each case, the resuiseto be

measuregainst a foint Lickertscale.

i. Existing understanding of what behavioural auditing is by individuals sampled.

ii. Frequency of use of behavioural dirdj by individuals sampled.

iii. Use of behavioural auditing in proportion to other types of auditing by individuals.

iv. Practical advantages of behavioural auditing in their work.

v. Practical disadvantages of behavioural auditing in their work.

vii 7KH L QG L YhjgstXdedpfiovi of what they think their customersamagers iad
subordinates (would) think about behavioural auditing, quantified against a Lickert
exampled scale of: Practicality; Usefulness; Effectiveness.

vii. Training received in behavioural auditinggain measured and against an exampled

scale of each of: Quantity, Quality, Usefulness.

The results should enable the proposal of a definition of behavioural auditing and an

indication of its usefulness to audit practitioners.
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Feedback of those resultill then be provided in order that mutual benefit by both

practitioners and students/academics will be obtained.

3.3 Methodology for testing zResearch questiors 3 and 4

Gathering and interpreting available information using behavioural auditing techniques

3.3.1 Process, stage i

The method of testing RQs 3 and 4 will be as per 3.2 above, ie initially by written
guestionnaire and then by selected-t;mene interview or a meeting(s) which will be
carried out contemporaneously with 3.2 above.

3.3.2 Sampleselection, stage ii

The population will be identical to that for 3.Above, ie practitioners and
academicstsidents. (To avoid repetition below, | havesd@bed both Practitioners and
academics/8V XGHQ W YV D ¥nc @polEgiseViR adivance for ladalg academics with
this simplified epithet.)

3.3.3 Variables, stage ii

Each person sampled will be asked to comment in complete confidence on the following

guestions:

X At the initial or scoping interview with a potential auditee, what causes the auditor
significantly to alter the potential depth of the audit work you would otherwise expect
to be carried out? (Although primarily a quantitative analysis, a brief qualitative
explanation of these answers will also be sought.)

X What was the practical impact of thetia interview in terms of subsequent sample
size of the work carried out by the auditor, as measured by the variation from the

appropriate statisticallgalculated sample size?

x How many fraud interviews have you undertaken/do you normally undereke p

annunf?
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X How many interviews have you undertaken that were subsequerdlyssfied as the

first (initial) interview of a person subsequently suspected of fraud?

The results should lead to quantification of the use of one of the practical uses of
behaviowal auditing +the gathering and interpreting of information about potential

auditees. It will also lead to quantification and better understanding and use of body
language, which is one of the soft skills used by (behavioural) auditors in the gathering

and interpreting of information about potential auditees.

Feedback of those results will then be provided in order that mutual benefit to both

practitioners and students/academics will be obtained.

3.4 Methodology for testing JResearch question5

At the time of considering thislenment of my researchin 2007, there were no courses for
auditors offering eithebehavioural auditing traing or body language traininisted by
the

Institute of Internal Auidors - UK and Ireland, or

X

Institute of Internal Aditors *Inc, or

X

x CCAB institutesor

Top 4 UK Chartered Accountancy companies

X

Occasional seminars, such as the Detection of Deception run on behalf of Price
WaterhouseCoopers for the 2006 annual meeting of the American Accounting Association
were notedas well as courses reported by interviewees which were hosted by ex MI5

type civil servants on fraud detection.

This is an area of potential opportunity and is reflected in the detailed feedback from the

interviews reported in chapters 4, 5 and 6, dsagethe results given in paragraph 6.6.
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3.5 Methodology for testing tResearch questioré

Auditors that are trained in behavioural auditing and body language can more effectively
identify those auditees who provide incomplete or dishonest information.

The objective of this stage of testing was to determine whether knowledge of body
language can assist an interviewer to ueiee whether the interviewees ibeing
IHFRQRPLFDO ZLWK WKH WUXWKY RU QRW LQ DQVZHUYV
The degree ofu HFRQR P\ L G Hh&) potehtidhy@ signifdc@nt contributory factor

when the auditor determined the sample size of work to be carried out by the audit team in
WKH DXGLWHHYYV DUHD ,Q RWKHU ZR g®Gady larnguaeisD X G L'
certain that an audites trying to mislead in their answers to the adlRUV TXHVWLR

they will adjust the potential audit time upwards and accordingly.

Unlike research methodologies proposed previously in this paper, tresragse process

is far more inherently subjectiveit will tend to include qualitative as well as quantitative
analysis. Considerable care was therefore taken to examine the best form of research
strategy. In BrynanBell (2003: 61,62), the merits of Egpmental, Crossectional,
Longitudinal, Case Study and Comparative research designs are compared. Experimental
and longitudinal approaches were not pursued for this stage as neither easily fitted the
need to examine the current way auditors used or amédoody language in their day

day auditing work. However, and for the following reasonsase 8idy-based approach

appeared to be appropriate as:

i Auditors are used to going int new situation and being asked to examine the
business/people/organtgmal scenario they find in order to assess what audit
work is required

ii The final stage of the professional examinations for auditing and accounting bodies
consist of a case study

iii 3&DVH VWXG\ UHVHDUFK VWXGLHV WKHBH GHWNWDWH AG®
(Brynan, Bell 2003: 54)whether that is a real or an imaginary scenario.

v | have had experience in setting case studies and thus this method was one that |
felt comfortable with.
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Especially bearing in mind point ii above, presentingaaecstudy or studies about an
DXGLWHH ZKR LV EHLQJ pHFRQRPLFDO ZLWK WKH WUX!'
opinion abouhow effective, efficient, and, especially, honest the auditee appeare@to be

is possible way forward

However, and give previous work that | have done on setting professional examinations,

| was concerned that the information obtained from such a process would depend
considerably on:

x the quality of the case study; the questions it poses must be specific enough to obtain
clear, unambiguous and quantifiable answers from those taking part. To do this, it
would be very important to avoid questions that are ambiguous, long, dmarbéied

generalistic and/or negative.

x the practicality of the case study; the questions gepomust enable the auditor to
clearly identify body language that quantifies and illustrates different degrees of
SRWHQWLDO pHFRQRP\ ZLWK WKH WUXWKY

Again, in BrynanBell (2003 168, 169) | noted the use afymette orscenarioguestions.

7 KH V HmBidyHclgsed questions that are used in connection with the examination of
SHRSOHYV QRUPDWLYH VWDQGDUG 7KH \ahies mikiQdnd X H F
or more scenariogind then asking them how they would respond when confronted with
the circumsD QFHV R1 W K DTWis ¥ppkb&arD i¥ Wikhin mgrofessional experience

It has the added potential bonus that it is regularly used as a commercial business training

technique (for example, by Video Arts Ltd.) that may be appropriate to develop for
auditors in the future.

Finch (1986 105114) describes theise of the vignette technique in survey reseash
S3VKRUW VWRULHVY DERXW K\SRWKHWLFDO FKDUDFWHUYV
WKH LQWHUYLHZHH L Wit iQ pfecsliAvBhaapoediddvi& it @ipropriate.

JLQFKTVY QRWH H[DPSOHV YDULRXV ZD\V WKDWS3WKLV W

Lomax Cook (1979) used eight vignettes per interview and followed them with a fixed set
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of five questions about whether the intemwee was sympathetic to the situation described,
DVNLQJ IRU D VLPSOH \HV QR GRQHéNauth@® RIZo didesSeR Q V I
whether this technique is more appropriate with open or -elnded questions drdtes
the more common style of vignetteathis followed by fixeechoice responses plus an
openended question. The author then proceeds to identify pitfalls ww@ttevith the
vignette (or Scenarjaechnique, specifically how the responsesta be interpreted, and
then usefullyobserves somgracticalities that have helped her, specifically:
By constructing a series of vignettes which systematically vary the age, gender,
race, occupation, degree of need, and so on, of the characters, in such a way as to
enable the researcher to identify whielements triggers a particular response.
The obvious disadvantage of this approach is that the number of elements which
FDQ EH V\VWHPDWLFDOO\ YDULHG PXVW QHFHVVDU

This research also points to the need to pilot and fiheriune the vigndés orscenaris

prior to aggressive use.

It is therefore proposed to use this method of research for stage iii oftullg &s
GHVFULEHG EHORZ )LQ DO @V QW WHDE { KIBM FL QFHAD D FYNV
S6 FHQDULR ™ FRPBWLQRPM Kd¥keHdriefore chosen scenaas opposed to

vignetteas a moreasilyaccessible/understandable taordescribevhat | want to do.

3.5.1 Process, stage iii

The method of testing RQ6 is:

X Threeor four separate but identically set up workshalesigred and led by myself
and featuring one actor who plays the role of an auditor, and, off camera, another actor
asking the questions as an auditeBifferent scenarios will be presented to the
population who attend the workshop. These will both informteaid the attendees
about the body language that might be used by fraudsters.

X Written questionnaires and oral feedbacks by the attendees during and immediately

after each of the workshops.
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3.5.2 Sample selection, stage iii

Subject to availability, nvitatiors will be sent to asample of those practitioners,
academis and tudents who took part in the questioaire (3.2 and 3.3) above, aad/
students currently studying audit to degree or further degree level. The target is to present
the scenarios to appriomately 50 auditorsand student auditors who arkoth
inexperienced and experienced auditoEsach attendee will be asked to provide

appropriate demographic data.

Subject toavailability of auditees, and, if possible, it would be prefertbleave a biaso,
say, internal auditors in workshop 1, students/ academics/institute staff in workshop 2, and

external auditors/consultants in workshop 3.

3.5.3 Variables +1% session, T workshop, stage iii

To present five virtually identical-Biinute (maximum¥ycenariogo attendees.

7ZR DFWRUV DFWRU p$Y WKH pILQDQFH PDQDJHUTYT DQ
scenario $FWRU p$T LV DQVZHULQJ TXHVWLRQV SRVHG E
that the auditor does not suspect a fraud, andothk answers in themselves give no

indication that a fraud might exist.

The actors will use the same words, and the same intonation of those words, from one
scenarioWR WKH QH[W EXW DFWRU u$7 ZLOOnexistemSome GLIIH
or Lots.

The attendees are told that they are there to debate and improve interview techniques and,
as part of this process, session 1 will ask them to watch two actors and make notes on
what they see and hear. They are asked toaliekert type score fowhat they thought

of the auditor or the finance manager against each of the following:
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Table 3.3

Assessment of questions anchawers

Test Interviewer Interviewee
Experience displayed | as an auditor as afinance manager
How much commor inthe questions posed in the answers provided

sense is displeed

Number of question{ should be asked the manager expected to
not asked that asked
Awareness of the DXGLWRU WR WKH DXGLWHH R w
guestions
Flexibility of the guestions iyen and the natur| answers given and the naty
of the answers received. of the questions received.
Table 3.4
Classifications for qualitative assessments
Actual Intonation Facial Body
words Used of words movements | movements
Scenario
(By actor A) | (By actor A) | (By actor A) | (By actor A)
1 N N N N
2 N S N N
3 N S M N
4 N S N M
5 N S L L

Levels of fraud;
Non-existent, veryEmall (ie: on 2 words onlyM ore orLots.

This whole process will be repeated ®renario2, thenScenario3, thenSaenario4 then

Scenaricb.

After each of thesescenaris, the attendeesvill be progressively asketb specify in
greater detail the traits th#he intervieweewas displaying, and their interpretation of
those traits.

After Scenaris 1 to5 have been copteted,l will explain whathe processvas
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After eachscenarioand its written feedback is handed Inwill also run abrief open

debate taliscuss:

X What are the most indicative forms of body language?
X What lesons can be learnt from that scenario
X What body language, if any, can the auditor use to attain open / truthful responses

from the auditee (eg, mirroring)?

3.5.4 Variables +2" session, ¥ workshop, stage iii

Objectives are to:

X Analyse whatattendeedearnt about body language as a measidirbow effective,
efficient or honest and auditee is.

X Explain to attendedsow observation obody language can be used to maximise their
effectiveness as an auditor during the interview processt just as a fraud auditor,
but using the full range akills required by a behavioural auditor.

X Measurdheir use of the applation ofbody language skills.

X Obtain qualitative feedback about body language, its use, and training they have had or

believe they need indaly language skills

3.6 Summary and corclusion

This chapter identifies the practical methodology which will test my proposals and
propositions to identify a wowllde definition of behavioural auditing antteh b quantify

its potential benefits

It identifies the need to use a potential migtof techniquestelectronic surveys, ori®-
one interviews and feedback of the viewing of recorded scenatiosobtain feedback
about my proposals and propositioal,of which will be tested by obtainirntye views of

those proposals and propositioinem a mixture of internal auditors, external auditors,
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audit consultants, student auditors and auditors working within the academic Whed.

required population sizes have been proposed.

This work icentifies that the best way forward would probablg ko contact a large
number of professional auditossurced, for example, from the membership of the d#&

well asfrom personal contacts afidm other auditors recommended by my contacts

This workrejecs the method of, for exampleplacingan aticle in a professional auditing

magazineor only contacting individuals personally known to me.

It also noted that, if required, | couldractorganisations and atskem to ask their staff
to feedback information as described in the remainder o€kiapter(and, in practice, this

was done to increase the number of external auditors interviewed).

Since starting this researadnd at this stage of that reseantiany academic and auidig
colleaguescommented that not only will more clarity abooéhavioural auditing be
useful, but especially that they are excited about the potential result of combining auditing,

body language and interviewing techniques in order to understand auditees better.

My conclusion istherefore that | shoull progress wh testing myresearctpropositions
Chapters 4, 5 and 6 show the results of that testing.

77



Chapter 4 Behavioural auditing survey - guantitative analysis

4.1 Introduction

Initially, my intention was to analyse the views of auditors about behaviouraingulojt
seeking answers to an electronic questionnaiteen ntended to support it by a very

limited number of qualitative orA®-one interviews.

On 15th Decembe2006 | sent this survey to 515 internaddars, external aditors and
audit ®onsultants who were randomly chosen members of the Institute of Internal
Auditors, UK and Ireland.

The survey posed identical questions to those that | trialled in the pilot survely was

sent to 15 recipients, the only difference being that as a result of the feedback received, the
format of presentation of the questions posed in the main survey was crisper than in the
pilot. All replies were received electronically. The resultsensdded to those of the pilot

survey.

The response rat® the electronic survewas exceedingly poor; including the pilot, a

total of 33 replies was received.

Because of the small numbef tguantitative replies”, | considerably increased the
number of qualitative interviews. Thatas increased to 31 individuadsd, again, these
individuals were selected frommternal auditors, external auditors or audihsultants,
though many had expence of two or of all three of those disciplines. The interviews,
which were all recorded, lasted for up to 35 minutes.

| did not interview anyone who had replied to the electronic sunddyidually.
As my selectin of interviewees for the qualitative survey was subjective, | took care to

ensure a good spread of interviewee ages, employment sector and professional

backgrounds.
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4.2 Sample selected and interviews carriedut

Of the 33 replies that | received from the electronic questionnaire:

X

X

X

21 were received from auditors who had experience only of internal audit,

1 was received from an auditor who had experience only of audit consultancy,

1 was received from an auditwho had experience of both internal and consultancy
audit,

7 were received from auditors who had experience of ldénrial and external audit,
and

3 were obtained from auditors who had experience of all tiypes of audit.

Of the 3linterviews that torducted:

X X X X

X

12 were with auditors who had experience only of internal audit

3 were with auditors who had experience only of audit consultancy

5 were with auditors who had experience only of external audit

4 were with auditors who had experience of botarimal and consultancy audit

1 was with an auditor who had experience of both internal and external audit

4 were with auditors who had experience of both consultancy and external audit, and

2 were with auditors who had experience of all three audit dirsesp

In the detailed statistical analysis that | carried out on this information recé&eed

appendix 2, | combined the results obtained from the interviews and the electronic

feedback, thus:

X

X

X

33- internal audit experience

4 - audit consultancy expence

5 - external audit experience

5 - internal and consultancy audit experience

8 - internal and external audit experience

4 - consultancy and external audit experience, and

5 - auditorswith experience of all three audit disciplines.

In summary, bthe 63 questionnairempleted, the range afiditexperience was:

X

Internal £51 (56%); Consultancy+18 (20%); External £22 (24%).
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4.3 Structure and index of the comparison okurvey results in this
chapter

As the interviews were personalised, | tookrentme to explore the areas that could not
be fully examined in the electronic survey. The electronic survey asked nine questions (1
to 9); in the interviews | increased this to fifteen questionB5{)1

| have mapped and linked comparative electranig interview question numbers against

each other, and | have also broken the questions down into three groupings:

X WKH 3:KDW LV EHKDYLRXUDO DXGLWLQJ "~ TXHVWLRQV
x tKH 33U DusaNbE Bebavioural auditingbody language anffaud iGHQWLILFD W
guestims.

X WKH 2% DFNJHQHUDOQEXHVWLRQV

The result, which is given immediately below, forms an index to this chapter.
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Structure and index to chapter 4

Electronic guestions

Interview questions

7 K HVBat is behavioural auditing? ~ T X idng W

1 &2 Whatis BA?- Elements

3 What is BA?- Definition

7KH 33UDEFEWLEFD body¢ MituRde &ind fraud dentificatio O ©~ T Xd#&/ W L

2 What are the elements of BA?
3 What are not the elements of BA?

1 Previous experience of BA?

4 What do you think about the
suggested definitions of BA?

5 What is your definition of BA?

8 Is BA applicable to all types of audit?

9 Is BA atechnique in its own right or
part of an auditor's tool kit?

8b Training in body language?

7 Frauds experienced
8a Training in fraud
identification?

10 Do you use bdylanguage interpretation ir
your work?

11 What elements ofdxly language do you
pay attention to?

12 Has scope of audit altered as a result of
applying body language?

14 Have you had training in body
language?

13 Has use of BA led you to identify
fraud?

7 K HBackground andgeneraO~ TXHVWLRQV

4 How often do pu use BA?
5 Why use BA?
6 Disadvantages of BA

Summary of conclusions

Other

9 General information about
candidate (inc analwis of
results by profession)

6 How do perceptions of BA vary
between different audit professions?
7 Do you use BA

N N N mpd N N

e N N N N N N N N N

Nt ) N

See para

4.4

4.5

4.6

4.7

4.8

4.9

4.10

15 General background and information abi 4.4 to 4.10

candidates
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4.4 What are the elements of behavioural auditing?

In questions 1 and 2 of the electronic questionnaire | asked auditors to give their opinion
on what were the key element or elements of behavioural auditing, saie thenon a

scale ranging from 1 to 5:trengly disagree is a (1) and strongly agree is a (5).

The eleven elements that | gave for consideration were:
11 Auditnose 3ZKLWHHWHRWHV W’

1.2  Information/decisions

1.3  Judging gople

14 Management

1.5 Motivation

1.6  Auditing motivations

1.7  Relationship vis a vis accounting

1.8 Relationship vis a vis infonation

1.9 Reporting

1.10 Organisation's socialimension

1.11 Understanding @ople

These eleven elements are taken fraragraph 2.2.andsummarised in figres 2.3 and
2.4.

My guestionnaire asked the auditorsdte them from 10 5, and also to rank the

elementg1% +11™). The results, which are sorted into ranked elements, are:

82



Table 4.1

Electronic guestionnairefeedback tranked importance of the elements of
behavioural auditing.
Average
Opinion (15)
1.11 Understanding people 1% (4.2)
1.4  Management 2nd (3.9)
1.8 Relationship vis a vis information 3 (4.0)
1.5  Motivation L (3.6)
1.3 Judging people 5 (3.4)
1.1  Audit nose 6" (3.7)
1.10 Organisation's social dimension 7 (3.3)
1.2 Information/decisions gh (3.8)
1.7 Relationship vis a vis accounting o (3.5)
1.6 Auditing motivations 10" (3.4)
1.9  Reporting 11 (3.5)

During the interviews, | asked the auditors to tell me, in order, those elements that they
considered most importamidding these results to those from table, 4 fbund

Table 4.2
Electronic and interview guestionnairefeedback tranked importance of the
elements ofbehavioural auditing
Interviews  Electronic
1.11 Understanding people 1% 1%
1.1  Audit nose 2 6"
1.5  Motivation 3 4"
1.8  Relationship vis a vis information 4" 3™
1.6 Organisation's social dimension 5 7
1.10  Auditing motivations 6" 10"
1.3 Judging people 7 5
1.4  Management gh 2"
1.2 Information/decisions o gh
1.7  Relationship vis a vis accounting 10" o
1.9  Reporting 11" 11"

All these figures were also s@malysed # the experience of the auditerinternal,
consultancy or external audit, or combioas of those three disciplinesand the results

are statisticajl analysed in dethin Appendix 2
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From these findings, | came tioe followingconclusions:

44.1 Elements of behavioural auditing
The elements of behavioural auditing indicateat behavioural auditings about
Understanding peopleMotivation and Relations/information.This applies to allthree

disciplines within the profession

4.4.2 Key elements of behavioural auditing

Two potential elements were especially considered, th&udlit noseand of Judging
people.

In the interviews, there was much subjective debate abodit nose Those that said
they felt they understood what Audibseis said that it was a key part of behavioural
auditing. There was also a debate akluttging peoplebut interviewees said that they

felt it to be "too subjective".

4.4.3 Elements that do not partcularly relate to behavioural auditing
The elements of behavioural auditing indicate that behavioural auditing, and this applies to
all three disciplines within the profession, is not adatdrmationdecisions, Relationship

vis a vis accountinggr Repoting.

4.4.4 Analysis of elements of behavioural auditing

The figures for the electronic analysis of what the elements of behavioural autiing
split by experience were too low to gain statistical confidence from them. With one
exception, the results from the interviews do not show any variation between the opinion
of what the elements of behavioural auditing are, and | therefore conclude that all the

elements of behavioural auditing are not experieeresitive.

The one exception timisis that of "Reporting” [1.9]. It is considered by external auditors
to be an element of behavioural auditing; this, perhaps, reflects the importance of external
DXGLWITV IRUPDO UHSRUWLQJ URi@eHpectddHt an@au@pants the/ QF

interviewing/analysis process that | carried out.
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45 Haveyou had previous experience of behaviouralwiting?

| did not pose this questiom ithe electronic questionnaire, as, by chance, the pilot
guestionnaire which was a precursimdicated that all the pilaespondents had heard of

or had used behavioural auditing before. In the subjective feedback from the interviewees,
a small number fanternal auditors said it was new to them. This question was therefore
posed as question 1 in timterviews.

Of those who admitted they had not heard of behavioural auditing before, three were
internal auditors, four were external/consultant auditoid @ne had worked in all the

professions. This feedback is expanded in chapter 5.

4.6  What is the definition of behavioural auditing?

In chapter3, | concluded that there was nmiversallyagreed definition of behavioural
auditing and | therefore suggested three possible defini(gaesp.62 with the objective

of getting auditors to think about these definitions as a starting point; to develop them;
modify them; create a totally new definition; explain the contents @it \@hy definition
should cover; etc. My three suggested definitions of behavioural auditing were that
behavioural aditing is:

The human behaviour of staff, the quality of staff and their w(efinition 3.1, see p 29
& 62)

The human behaviour of staff, the quality of staff and the work they undertake in order to
meet the demands of the employer. Only appropriately trained staff carry it out, seeks to
provide assurance to an employer that it is making the most effective utsestsHff.
(Definition 3.2 see pages 30 & $2

The human behaviour of staff, the quality of staff and the work they undertake in order to
meet the demands of the employer. It also examines whether it is possible to provide
assurance that the employer prbes the right processes to enable its staff to be as
effective as possible. Only experienced auditors who have had appropriate training in

assessing and dealing with human issuredertake it (Definition 3.3 see pages 31 & $2
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Analysis of the results of question 3 of the eledtr@urvey is given in appendix4 In
summary, and, defining 5 = Strongly agree, 4 = Agree, 3 = Neutral, 2 = Disagree, and 1 =
Strongly disagree, then the average scores for the three suggestemdgfivitre:

x 3.1- average score of 3.6
x 3.2- average score of 3.6

x 3.3-average score of 3.9

Thus the electronic survey respondents preferred definition 3.3 but the results were not

conclusive.

Analysis of the results of questis 4 and 5 of the interviews ggven in appendies2.4

and 2.5. Although not all those who were interviewed expressed a numeric interest, a
tremendous amount of discussion was generated, and this is considered in detail in chapter
5. Of the 18 intervieees whose views included specific comments about 3.1, 3.2 and 3.3,

those that preferred each definition were:

3.1 -  5Sinterviewees
3.2 - 5interviewees
3.3 - 8 interviewees

The results from the electronic and intervieased surveys agree with each other, namely

that definition 3.3 is preferred, with 3.1 and 3.2 equal second.

| found that most interviewees could not provide a definition of behavioural auditing.
Those definitions that were pfefed were mainly in the form of comments, and these are
discussed fully in chapter 5. However, | have presented some of those below. They have
been summarised in the form of a definition, and they are grouped by the professional
experience of the intewHZHH 7KH SXUSRVH RI SUHVHQWLQJ D V
GHILQLWLRQV® LV WR LOOXVWUDWH ZK\ , IRXQG QR FF
auditing is, either by auditors within one discipliteither internal or external or
consultancy auditig), or acrosshese threéisciplines.
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Internal audit

X "The analysis of behaviours through the audit process, to better understand and deliver a good audit".

X "To understand the ay that people behave in order to be able to predict what they might
do...It's as much an impact on them implementing a control or not as a process instruction is".

X "The reviewand analysis of the way in which people and processes work together, or not,
WR DFKLHYH RU QRW DFKLHYH DQ RUJDQLVDWLRQTV REMHFWL

X "Understanding the people that you ared#ting, and to be able to make your product match the
individuals".

Consultant Audit
x "It ....encapsulates knowledge of people through experience. It has to be an ability goetryeur
professional approach to auditing by applying it to your knowledge of the human condition".

X ,2WIV WKH DXGLW RI UHODWLRQVKLSV ZLWKLQ DQ RUJDQLVDWL
things get done".

External Audit

X 7KH UHDFWLRQV , JHW IURP VWDII ®dy qfdtichRdn@ theRititdgalgdt E R W K
when you are i firm doing my work".

Internal/consultant audit

X "The .... interaction between audit and the rest of the organisatidrthe individual auditorand the
individual in a partialar department that is being audited".

X "Behavioural auditing is the term used to define the concept of recognising and reacting to auditee
behaviour within the planning, conduct and reporting of audit work".

x "Behavioural auditing isalso concerned with staff behaviour and therefore considers the efficiency and
effectiveness of individuals in the operation of the system of internal control to manage risk to the
achievement of an organisation's objectives. Behavioural auditing iheafore a separate discipline
but an integral part of internal auditing as a whole".

X "Behaviouralauditing is the application of behavioural analysis in the audit context. Therefore it is the
analysis of risk and control from the perspective of why awd dio people take risk / respond to risk".

X "Behaviouralauditing analyses the behaviours demonstrated by individual staff or staff groups and
FRPSDULQJ WKLV DJDLQVW WKH PWSUHIHUUHG EHKDYLRXUVY HJS
benchmark. Di#rences from the expected norm provide the starting point for further investigation”.

X "Behavioural aiditing is a psychology issue and is related to the examination of how people behave in
different situations. This goes beyond system based issues antbthmk at what really motivates /
drives people".

x "Behavioural auditing is the intuitive identification of potential problems or issues through the subtle

observation of behaviour in others or changes in auditee demeanour. In order to be effeetjuééisr
VNLOOV GHYHORSHG RYHU WLPH’
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Consultant/External Audit

X "ltis adding to your audit assurance (or not as the case may be), and that added exjsiignertue
of theinteractions you have with staff, but primarily fes, from the clients, and thdients' staff".

Internal/Consultant/External Audit

X S,WIV DERXW E HK yvdf Baffuan® theif WK, | its Stxlkdet@lders.... Experience and
training people”.

Based on the analysis presented above, | conclude that:

x No common definitions of behavioural auditing were offeradeied | submit that the
very variety of suggested definitions proves the need to achieve a common agreed

definition.

X A word count indicated that, in one third of all of the suggested definitionsprone
more of the words "People”Staff’, "Behaviour" or"Organisation" was given as

important to a future suggested definition of behavioural auditing.

X In addition to the above, it was noted that mtewees who worked in a company
which had a telephone dact centrecarried out audits of the behaviourtbé contact
centre staff. For example, the interviewees checked to see if call centre staff displayed
behaviour that matched the message they were required to give. A specific example

was if they were smiling when speaking on the phone to their cugomer

These interviewees gave two definitions of behavioural auditing, one as above, the other
the audit of the behaviour of staff with certain duties, and it is therefore concluded that
consideration must be given to expanding any definition of behaVi@wditing to

encompass the audit of staff whose behavioural attitude is critical to the effectiveness of a

company. This, too, is considered further in chapter 5.
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4.7 Behavioural auditing and body language

| posedfour questions to auditees tetga better understanding of what they felt about

body language. | asked interviewees if they used the interpretation of body language in

their work (question 10), what elements of body language that they paid attention to

(question 11), whether the scopkan audit was altered as a result of their application of

body language (question 12), and the amount and type of training they had received in

understanding and interpreting body language (question 14). Question 14 was also posed

on the electronic suey, as question 8b, but the electronic response rate to this question

was negligible.

4.7.1 Results of feedback about body language

Thedetailedresultsto questions 10ral 11 aregivenin appendix . In summary:

Table 4.3

'R \RX DVVHVV D&y RxGage?HH TV

Yes Unsure  No

Internal audit experience 12 5 2

Consultancy audit experience 8 4 0

External audit experience 8 4 2

Total 24 2
Table 4.4

What elements do you consider when using bodgnguage?

Eyes Arms Face Hands Legs Stance 2 ormo

elements
Internal audit experience 11 2 2 0 1 3 3
Consultancy audit experience 5 0 3 0 1
External audit experience 4 0 1 1 0 0 2
Total 42 @ [4 @ G




The analysis of the feedback revealed that:

X

Of the 28 interviewees who expressed an opinion (withc@®@binationsof audit
experience between them), two said that they did not use body language, and seven
said positively that they interpretedetbbody language of their auditees. Thus 7% of
interviewees said that they did not use body language, and 25% said that they

positively used it.

The key element in body language observed by an auditor was an auditee's eyes. Poor

eye contactespemlly, caused suspicion.

Only four interviewees (with sikombinationf audit experience between them) said
that it was important that two or more elements of body language should be considered
if meaningful information about the audite@asvto be sought. This indicates that more

training in body language is required.

| also noted that of the two interviewees who said that they used no element of
behavioural auditing whatsoever, one recognised that he had no real knowledge of or
training in behavioural auditing; the other interviewee thought that behavioural

auditing was nonsense.

In addition, andn Question 12, | gave the example of an auditor who met a line
PDQDJHU DW WKH LQLWLDWLRQ RI D $raepartnd®o X G L
responsibility. | asked if the auditor would consider altering the previously planned
scope of the subsequent audit in that area because of the impression gained of the line
PDQDJHUTYV ERG\ ODQJXDJH E\ WKH Des@ts sveRgiveiv W K |
appendix 27, andtheseare summarised below
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Table 4.5

Has the scope of your planned audit altere?l

Yes Unsure No
Internal audit experience 2

External audit experience

Total 13

6
Consultancy audit experience 3
4

I
R -~ o
@l N -

The resultsidentified in this tableare from the small number of interviewees who
answered this question. Although these results imply thatdiyge would be altered if an
initial interview with an auditee caused suspicion in the mind of the auditor, the details
given by theinterviewees are individualiseand are therefore considered more fully in
chapter 5. Most interviewees said they would albér the scope of the planned audit

having considered the body language of the initial auditee.

However, | noted that auditors would alter thay they carried out the audit to focus on a

slightly different set of audit questions to explore their comee

472 7TUDLQLQJ LQ WKH XVH RI WKH DVVHVVPHQW RI DQ D

In Question 14 (to the interviewees) and question 8b (electronic questionnaire), | assessed
the amount and type of training auditors had received in understaninitarpreting

body languageDetailedresults are given in appendix82and are summarised below

Table 4.6
Have you had training in body language?
Yes Some No
Internal audit experience 3 12 10
Consultancy autlexperience 2 3 8
External audit experience 4 6 6
Total 5




This response implies that only 11% of interviewees had positively received training in the
interpretation of body language, some had had a little, for example, as part of other

management and interviewing skills courses, and 42% had no training at all

In addition, and from both feedback from the interviewees and an examination of the
subjects bcourses provided for auditors, | noted that there were no specific courses on
3% RG\ /DQJXDJH IRU $XGLWRUV® RU VLPLODU 7KLV
provision and sale of auditarienied courses othe interpretation dbody language.

4.8 Behavioural auditing and fraud identification

| asked interviewees whether the use of behavioural auditohtetidhem to suspect and
subsequently identify fraud, question 13. These questions wereudlgothe electronic
guestionnaire (questions 7 and 8a) but, probably, because a written, as opposed to a yes/nc

answer was sought, the number of electronic replies was minimal.

Theresults are given in appendix@2and are summarised below.

Table 4.7

Body lanquage and the identification of fraud

Suspected ffaud as , I U<HVY ZDV IUDXC
a result of BA? then found?
-~
No Yes Yes No
Internal audit experienaanly 1
Consultancyaudit experiencenly 0
External audit experienamnly 1

Internal and consultancy audit experiend2

R W O Fkr W

Internal and external audit experience 0
Total @

B o » © O W

EI—‘Non—\m
[C0]
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Twelve interviewees gave a specific answer to this question. Of those, ten said that as a
result of the application of either "behavioural auditing”, "using one's instincts", "using
audit nose", etc, eight frds were identified. In itself, | consider that this statistic indicates
that there is a practical use in the auditing profession for the teaching and application of

behavioural auditing.

Many of the interviewees said that, in thenganisation, it was specifically outside the
role of an auditor to be involved with fraud, actual or potential, laattheir company had

a dedicatedraud investigatorygam

| also noted that of the interviewees, 27% had kicCkbackground- Irish, Scottish or
Welsh. 87% of these interviewees said they used: "behavioural auditing”, "one's instincts",
"audit nose", etc, as a dé&y-day part of their audit work. They all expressed surprise that
they were being asked if theyags"behavioural / instinctive / auehibse" skills as they all

took it for granted that it was part of their dayday audit tookit.

4.9 Other: Background and general

4.9.1 General findings
In this section | noted general findings, specificallyp@bhow the perceptions of
behavioural auditing vary between the different audit disciplines, and the respdhdents

usage of behavioural auditing.

| asked the interviewees, question 6, how the perceptions of behavioural auditing vary
between the differentypes of auditor (oaudit gdisciplinesT: internal, ©onsultancy and
external. The answers identified that there were no common views held by one element of
the auditing profession on the other two elements of the profession. This also applied to
interviewees who had worked in two or three of the different professional elements. The
answers given ranged from the "no differendestween the three professional elements,

to totally wide differences of perceptierguite often with a practitioner of one eilent
thoughtthat their work was betteéhan the work of the other tw&pecific answers by
selected interviewees are given below by way of examples, and thesmsidered fully

in chapter 5.
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Views of internal aditors
7KHUH V D JUHDWHU WXUQDURXQG RI HHWHUQDO DXGLWRUV WKD
build the same trust as internal auditors".

,QWHUQDO DXGLWRUV KDYH WKH « ,uBde@tan th&lf Rody language,2@likew D O |
external or consultant auditors."

"Internal auditors are a function of management so we have a different perspective on things."

, WKLQN WKDW WKH««« S U eétarFduditbwill takdHout Sdddfl tRaMumahl elEimevit [of
auditing]".

Views of consultantditors

"Behavioural auditing techniques help because [although] you can determine fairly quickly what the
organisation is about from notes, reports, etc ... the audit nose can quickly tell you what it is really about.”

Views of external auditors

"Internal auditing is more about the system than the end product.”
"Consultantauditors are more relevant than internal auditors who are going to take asmatpn time."

, P QRW DZDUH KRZ LQWHUQDO DXGLWR UV rehHapprid¢hHak We HhifgeH U L H (
Companis Acts and legislation to follow. We haveesponsibility to nbonly the company but also totthi
parties.”

8QGHUVWDQGLQJ SHRSOH « LV PRUH LPSRUWDQW DV DQ H[WHUQD
a relationship- so you have to understand people,thetm on your side, and recognise their behaviours"

4.92 Answers to general questions

This section summarises the results of three of the background questions posed in the
electronic survey about batioural auditing: How often do you use it? (g4), What are the
advantages (g5) andisadvantages (q6) of using it® well as one of the background
guestions put to the interviewees: Do you use it? (d7@tails of theseasults are given

in appendice?.10 to 212.

In summary, | foundon average, thathe respondents consideréloie advantages of
carrying out behavioural auditing (44.4% say agree or strongly agree) are greater than the

disadvantages (13.1% say disagree or strongly disagree).

Howe\er, | did notethatthere is a large balance of respondents (42.5%) who are néutral.
also found that respondenidentified the greatest benefit that behavioural auditing
provides is that it makes the audit work more efficient, with the least beneféking it

more businesske.
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Table 4.8

Further analysesof electronic feedback on the disadvantages of behavioural

auditing.

Electronic question 6Disadvantages of BA? Number of replies
Agree  Neutral Disagree

1) Not really come across it before 11 10 11
2) The benefits are not quantifiable 17 7 8
3) It doesn't fit with a normal audit style (of work) 7 8 17
4) There idittle understanding about it 16 6 10
5) You have had no training in its use
6) Itis pseudescientific waffle 2 10 20
7) Bosses/auditees would not accept it 13 8 11
Significant variations are highlighted

From this feedback | note that the more significant disadvantages of behavioural auditing
is that the benefits may not be quantifiable, recipients may not accept it, and there is little
understandingof, or training in it. It therefore follows that training in its use is

considered advantageous.

4.10 Summary and onclusion

4.10.1 The3: hat is behavioural auditing” questions

Behavioural auditing is about Understanding People, iWdtbn and Relationship/
,QIRUPDWLRQ , W LV DOVR DERXW $XGLW 1RVH EXW W
may or may not includdudging People. &avioural auditing i:iot about Information

Decisions, Relationships vis a vis Accounting, or R&pg.

There is no common definition of behavioural auditing, nor one that could be agreed by
the interviewees. Any potential definition should include the words People and/or Staff
and/or Behaviour and/or Organisation. In addition, behavioural audiingalso mean

the auditing of staff behaviour wheine behaviour ofthose stafis key to theiwork, for

example, in a call centre.
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| found that kehavioural auditing is not a specialism in its own righis one of the
WHFKQLTXHV LQ wQoMe@igleRUTYVY WRRO

4.10.2 T KH rastical useof body language’ questions

7% of those interviewed said they did not use body language as part of behavioural
auditing and 25% said they positively used it. For those auditors that used the assessment
ofanaXGLWHHYV ERG\ ODQJXDJH WR DVYVLhevkay &dtlet ZR U
was the observation of th b XGLWHHY{V H\HV 3RRU H\H FRQWDFW F

It is notedthat anly four interviewees said that it was important that two or more elements
of body language should be considered. This indicates that auditors who use the
interpretation of body language as a tool require more training in body landgodged,

89% of interviewees had not positively received training in the interpretation of body

language.

Of those auditors whose interpretation of body language caused them to suspect that the
auditee was guilty of fraud, a subsequent investigation proved that, in a high percentage of

cases, their suspicions were correct.

4103 7KH 3% DFNadgMHQBUDO  TXHVWLRQV

44% of interviewees said that, on balance, there were advantages imgaoufi
behavioural auditing, 48 were neutral, and 13% said there were disadvantages. The
greatest benefit that behavioural auditing provides is that it makesudit more efficient

the least benefit is that it makes the audit less buslikessHowever, n order to counter

act theseperceived disadvantages of behavioural auditing, more training is considered

advantageous.

4.10.4 Overall conclusion

The oveall quantitativelybasedconclusion isthat behavioural auditing can be defined
DQG WKDW LWV XVH LQFOXGLQJ WKH DVishpotehRahyQW R
beneficial, but thatraining is required Chapter 5 assesses the qualitative feedback
received from the interviewees, and uses that qualitative input to builte guantitative

results from this chapter.
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Chapter 5 Behavioural auditing survey - gualitative analysis

5.1 Introduction.

In order to understand what behavioural auditing realliynesearched a large number of
textbooks and other printed work to find if there were one or more definitions of
behavioural auditing. It quicklydzame apparent that no univerdafinition existed, but
that behavioural auditing was all to do with eittige theoretical soft skills of auditing, or

with those soft skills used in practice.

This lack of definition applied both to research and textbooks which, typically,
concentrated on external auditing or internal auditing, but not audit work by audit

corsultants.

In order to propose a single and definitive definition of behavioural auditing, | considered

four sources of information in detail:

x | itemised all the elements of behavioural auditing provided by textbooks and then
sought opinions from auditoess to whether they considered these elements to accord
with their understanding of behavioural auditing, seegragh5.2

X , HWVHW WKH EDOO UROOLQJY EitihRo beka@auisl a@dingy KU H +

and obtaining feedback on those possitdénitions from auditors, see paragraph 5.3

x | asked for definitions from auditors, see gaeph 5.4

x | then asked if behavioural auditing is a standalone and generally applicable audit

technique, see pageph5.5.

This process was undertaken by betéctronic (quantitative) and interview (qualitative)
surveys. Surveys were sent not only to internal and external auditors but also to audit
consultants. | then carried caitdata analysis on the resuftee chapter 4and this led me
toinitial concluVLRQV DERXW 3:KDW LV EsEapprgragRK10OD O DXGLWL
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| then combined the results from the data analysis together with the detailed consideration
of the elements, the suggested definitions, the proffered definitions, and the feedback
about stadalone and/or technique. From these | have been able to recommend a definitive

definition of behavioural auditing, see paraph5.6.

Further, | argue that the interpretation of body language can be used by an auditor to
observe staff behaviours and chas of behaviour. Certainly, audit text books suggest
WKDW DXGLWRUV VKRXOG REVHUYH DQ DXGLWHHIV ER

these text books do not usually say why, and if they say how, there is minimal detail.

| argue that the realmsf body language and behavioural auditing intersect. As body
ODQJXDJH LV D pVRIW DXGLW VNLOOY LW LV ERWK FR

language as part of the scope of behavioural auditing.

In paragraph 5.7, | lookat what knowledge and slalof body language were possessed by
the auditors | interviewed, and at what specific training in body language they had
received, if any. | also examined if a planned audit was altered by input received by the

interpretation of body language.

In paragraph 5.8, | examind the input received by the interpretation of body language

caused an interviewee potentially to identify fraud.

The results from the data analysis in chaptewHdich are summarised in th&S ttital
XVH" FRQFOXVLRQW, dreQalShBed h parByBakhs 5.7 and 5.8.

Finally, 1 have briefly summarised the whole chapter and its key conclusion graaina
5.9.
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5.2 What are the elemats of behavioural auditing?

In chapter 2, | identified eleven potential elements of biebaal auditing;

11
1.2
1.3
1.4
15
1.6
1.7
1.8
1.9
11
11

Audit nose
Information/decisions
Judging eople
Management
Motivation
Auditing motivations
Relationship vis a vis accounting
Relatonship vis a vis information
Reporting

0 Organisation's socialimension

1 Understanding people

For further details, please sea@graph 2.2.1andTable 2.3, pag&7.

In Chapter 4 (and summarised in paragraph 4Héqdantitativeanalysis concludethat:

Behavioural auditing is abouiinderstanding People, Motivatioand Relationship/
Information It is also aboufudit Nose EXW WKH WHUP p$XGLW 1RVH
It may or may not includdudging People.Convergly, behavioural auditings not

aboutinformation Decisions, Relationships vis a vis Accountimngieporting.

There were no opinions expressed about behavioural auditing being about an
RUJDQLVDWLRQYY VRFLDO GLPHQVLRQ RU WKH PDQD.

Behavioural auditing can also mean the auditing of staff behaviour when those staff

work, for example, in a call centre, anaddily,

Behavioural auditing is not a specialism in its own rigiitis one of the techniques in
DQ DXGLWRUYV WBRO ER[ RI WHFKQLTX

These conclusions are shared by all the disciplines of the audit profession (chapter 4,

paragraph 4.4)4
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5.21 A key element of behavioural auditing is understanding pople

None of the interviewees said that understanding people was irrelevantaodit and
manyof the intervieweeemphasised that this skillag essential. For example, theaid
that:

X 2Understandingpeople is importane PDNLQJ VXUH WKH\ DUH ZRUNLQJ HIILFLHQ

X 3, WKLQN LQ RUGHU WR FRQ G Mrie&standpedpie GhdhowEthetly QehaleE Bdit W R
motivations, is absolutely key to being able to get the best out of that relationship with them. Being able
to see their side of the storey, building that rapport and that relationship with people, withditeeap

LV DEVROXWHO\ HVVHQWLDO IRU DQ HIIHFWLYH DXGLW 7KRX,
EHKDYLRXUDO DX GhoardtandingbéRavieud. 1L oo fstruggle with this whole behavioural
DXGLWLQJ FRQFHSW"

X 3The style you have to ap@rch somebody can make them respond much, much kstiefor that for
me,understandngSHRSOH LV UHDOO\ LPSRUWDQW’

X 3, WKLQN PRWLYDWLRQ LV D ELJ WKLQJ uadevgtinding« D Y LZRRXXUDOE0 VIDX
thatunderstandingpeople isahugdVKLQJ LQ EHKDYLRXUDO DXGLWLQJ’

X 37KH RQH I Rudérdtandingp@&ple. TheinderstandngWKH EHKDYLRXU RI SHRSOH
WKDW JRHV WR WKH IDFW WKDW WKHUH LV D KXPDQ HOHPHQW F
about thatunderstandingt VR LWV QRW MXVW DERXW WKH WHFKQLFDO FI
peopOH WKDW RSHUDWHBO®OKBRX\WP DQ G MLKH\\WdadiBnsL \Bdjaut bf Evdryth@yVv H U
perhaps, that for me was probably the closest tBéavoural auditing 8A) @ ~

Xx 3, VXSSRVH WKH RQH WKDWYV FO R VishtevetaidiRg fedplB.Z @Belzaiduidll W K L ¢
DXGLWLQJ KDV JRW RQH RI WKRVH FRQQRWDWLRQV ZKLFK LV
Well, no. | think that in ordeto provide assurance of risk you need to be able to understand or predict
what someone ay do in a given situation. And in order tmderstandwhat they might do in a given
situation you need to understand them as an individual in the context of thein jhe context of the
SDUWLFXODU RUJDQLVDWLRQTY VHFWRU DQG HFRQRPLF HQYLU
understandngSHRSOH LV WKH FORVHVW WKDW , JHW"~

From this feedback, | conclude that an auditor may chose to ignore the factiyaisana

that he/she will carry out on the results of factling. The auditor will have felt that it is
relevant and/or valuable to gehind that analysis taagq more knowledge of why certain
processes are carried out. To do,tthie auditor may consai that the best approach is to
understand better what an auditee daéSVR VHH WKHLU VanGtbluRdlersiakdH vV W
why they do it SWKH KXPDQ HOHPHQW RI| F Rdgalidd j®po@ssbiV R

gettingunderstanding cannot necessarilycduantified, the interviewees were classifying
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understandingDV D UHTXLVLWH 3VRIW VNLOO  |Ridemté&nHihg) ZR L

peoplewas synonymous with behavioural auditing.

Given this feedback, a key element of behavioural auditing isirdgrtde process of

understanding people.

5.2.2 Key elemers of behavioural auditing and motivation and relationship vis a

vis information.

The interviewees gave little comment as to why these potential elements were part of
behavioural auditing buihe intervieweescertainly considered/otivation and Relation
ships/Informatiorto be elements of behavioural auditirnthe following were noted:

X The auditof motivations + ZKDW LV WKHLU >WKH rbad\@tiows ih Hhiepa@ngXi@ic H U O\ L
DFFRXQWV’

X 3Motivatoncan EH DQ LQWHUHVWLQJ DUHD EXW LW FDQ DOVR EH D P
RQH ,I \RX FDQ ILIJXUH RXWnaikaiioh' DDQG RAKIIDVQ IDWDid@VatDifig)lc X D O 1V
all well and good, but sometimes you can ovét@dnd you can almost inventotivationalreasons why
SHRSOH DUH GRLQJ VRPHWKLQJ ZKHQ LWYV JRW QRWKLQJ WR
motivatonsDUH IRU GULYLQJ VRPHWKLQJ , WKLQN WKDW LWV D JRF

X 7, W Kradivation is something that | quite like to pursue , WKLQN WKDWpV LPSRU
HQYLURQPHQW HVSHFLDOO\ D WHDP HQYLURQPHQW B5HSRUWL(
accurate and usable, WKLQN WKDW WKH UHSRUWLDQWOBWHG® NH\ KRZH’

x 37KH zZD\ ,fYH UDQNHG LW WKH W KLRnkVacet¥ tdceSydWgek LreBl tehictibriX G L W
from people as opposed to over the phorMotivation is another one | picked out in terms of
development of strategies to influencaédngourstVR ZKDW DFWXDOO\ GULYHV WKDW |

x 3, WKLQN LQ RUGHU WR FRQGXFW DQ DXGLW EHLQJ DEOH WR
motivations,LV DEVROXWHO\ NH\ WR EHLQJ DEOH WR JHW WKH EHVW |

x 3, WighRthat Audit Nose andelationships/Informationwere the first areas that came to mind.
x 3 WKH RWKHU RQH >HOHPHQW @ reltioimships ,arfdl Liffdinrh@GnRAgH#h, ZDV Dl
concerned with human behaviour and relationships with design amstrciction +aroundinformation

systems. Agairinformation systems is an interesting one in that in most organisations, the informal
ones [e, Rdationship and Informaton@ DUH WKH RQHV WKDW ZRUN EHWWHU’
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JRU PH DQG XQOLNH W K Honc&@niviguibdeérnstarndiddifese tesp&nSesHV F
indicate a divergence which, in this case, is about the importance otiledngi an
DXGLWHHYTYVY PRWLYDWLRQ DQG DOVR UHODWLRQVKLSV

External auditor interviewees believed that they should understand whether tlee audit
wanted, for example, the company accounts to show a large profit (ie, company doing
well) or a poor profit (ie, minimising potential tax payable by the company). This view
was also reflected by an internal auditor who placed emphasis on achievingngompa

goals.

A further view was that if staff amaotivated then they will work more effectively.

A further view again is that if auditors can understand whativatesan audiee and the
information/relationship systemhich that auditee works withithhen they will be able to

carry out their audit more efficiently.

Given this feedback, an element of behavioural auditing is certainly the process of
XQGHUVWDQGLQJ S HRI$He ktfisturie RealdtiynBhipd ah@ikformationip
which they vork.

523 $XGLW&E TV Q

Before commencing this research, one of my precepts was that behavioural auditing was
DOO DERXW WKH DXGLWRUTV QRVH 7KLY zZDV D WH
frequently. However, it would appear that not only henany auditors not heard of that

term, but also there is no agreed definition of what it means. | consider it to do with being
able to sense, whether intuitively or subconsciously, and possibly based on many years of
audting experience, if an auditeg lieing economical with #atruth. Googling the phrase
MOBROLFHPDQYYVY QRVHY DOVR JLYHV GLIIHUHQW VXJJHV
some policemen to detect malice or other emotion in individuals within a group of
VXVSHFWVYT ) H tb® foBbeFnds RikedV KH D

Those interviewees that did not consider audit nose to be relevant said that:
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x 3, KDYH KDG RQH RU WZR FRXUVHV RQ %$ DQG , GR NQRZ WKLQ
GHFLVLRQV |, KDYaddifisde FRPH DFURVYV

X *<R¥DLQ >NQRZOHGJH RI %$@ PRUH ldudtPosekiel bfLitHQmoHthat WKH
UHOHYDQW'

However, other interviewees commented that:

X 3, WKL Q N aWwdiKrips¥ +thekHites of the eyes LV WKH NH\ >HOHPHQW RI %$@ "

3)RU PH >% $udith@eW®B MXGJLQJ SHRSOH'

x

x %, SDUWLFXOBUiOnos® LNRIGWWKH uZKLWHV RI WKH H\HVY WHVW LV
DXGLW SURJUDPPH’

3>%%$ LV D@ ZHH ELW RI DOO >WKH H QaddrtthaseV Vigs one XhaDlestW H G
describes it, because it takes on board more than just the information that is presented to you [by
DXGLWHHV@~

x

X 3, ORYH W KWitadse) DiMrk that that is something that comes along with experieiies you
FDQTYW ILQG LQ WH][Wgeiik kb\atlow, tHei@ZX05\ VWWEIROH -

X 33HUVRQDOO\ DQG IURP GRLQJ DXadiwbsed ANRN DH@BWD G G\$ UH/LA
ZD\ WKH DXGLWHH EHKDYHV’

X 3, WKLQN a\dit bdse]is D&Yyeloped over time as an auditor. | mean, who knoveshehyou

have a noset, WKLQN LWV VRPHW K L-QJerwWrkeDav\d wifhy donfideaxgvwith kndgsH
FRPLQJ WR IUXLWLRQ’

| have always considered audit nose to be an essential part of the audit process; if auditors
do not apply their knowleggand intuition in an audit situation, they could well miss
significant audit findings, or not appreciate the significance of their findings. Through
H[SHULHQFH , LOQVWLQFWLYHO\ EHOLHYH WKDWsJIRRG I
interviews | herefore inferthat audit nose is little other than jargon or euphemism for

behavioural auditing.
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5.2.4 Behavioural auditing and information/decisions,  lationships vis a vis

accounting and reporting

Information/Decisions, Relationships vis a vicéuntingand Reportingwere identified

in the data analysis, payaph 4.4.3, as elements that are certainly not to be considered
elements of behavioural auditing, but the interviewees gave little comment as to why they
excluded them. Therefore, theseneémts are probably not to be included as part of a
definitive definition of behavioural auditing.

5.2.5 Judging people

This is a potentially controversial element of behavioural auditing for the reasons that
were given by the interviewees. Two cleamgs emerged: those that considered judging

people an essential element of behavioural auditing, and those that held the opposite view.

The interviewees who considerpalging peopldo be an element of behavioural auditing
said:

X 3)RU PH LWV seahduddiXgpealeQRILQG YHU\ PXFK WKDW ZKHQ ,fP ZR
people, with auditees, | am looking behind what they are saying all the time in relation to both the way
W K H\ { UndadtiqyWiithUne physically and also just in terms of tand content and language in
UHODWLRQ WR WKHLU ZRUGYV 6R , YHU\ PXFK KDYH D TXHVWL|
EHLQJ F\QLFDO RU EHLQJ D V PH BredlymeliEve Wis,pardon int&mp ofirheéré
,IP JRLQJ LYKMHBRYQYHUVDWLRQYT $QG DV , VD\ LWYV QRW EHI
WHUPV RI P\ RZQ KHDG 6R WKDWTV WKH W\SH RI GLUHFWLRQ ,

X 36R , Wuddir@ NeopleLQ WKH VHQVH WKDW WKH ZD\ WKH\ Ejudgilg UHDF W
them as in making a conclusion. The style you have to approach somebody can make them respond
much, much bettet VR IRU WKDW IRU PH XQGHUVWDQGLQJ SHRSOH LV I

X 3, W KUud@ing peopleLV VRPHWKLQJ WKDW RQH G@HYLXKIHEDRQHWYVDER
WKDWYTV EXLOW VLJIQELVWDPQWRM LZQUM R WH® DXGLW ZRUN WKDW Z

Those that were against the elemenudbfing peoplesaid:

X ', WKLQN ZH DUH LQWR PRUH WULFN\ JUR X Q (iors BridjudgehiemdJ H SDL
and we have this difficult line abojutdging and forming an opinions on environments and processes,
QRW RQ LQGLYLGXDOV 6R ZKLOVW WKHUH LV DQ HOHPHQW RI
FHUWDLQ SHRS O Hn makidit \barediriwvHer@l KidwHa@articular individual and | know that
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everything | find will be rubbish because that individual has no concept of control. There is an element

ofjudging DQG NQRZLQJ WKDW SHUVRQ «««« W LWhst Ethivk thaE R X W E
there is an element gfidging, DQG WKHUH LV GHILQLWHO\ RSLQLRQV LWTYV
SHUVRQDO >DVSHFW@ IRU DVVHVVPHQW DQG EODWDQWO\ SXWW

X 3-XGJb&pgle seems one [an element] which dc@ W QHFHVVDULO\ VHHRKWKDW SH
judgements is essential bjutdging people(understanding how they fun®Q \HVY SHUKDSV G
stack X S~

X 3-XGJLSHIRSOH ZKLFK E\ LWV YHU\ QDWXUH , WKLQN WakbrivV TV E\
DXGLWRU ZH VKRXOG QRW EH GRLQJ ~

X 3-XGJISHRSOH KDV D ORW WR GR ZLWK LW EXW ,P QR®WiNgXUH Wt
Rl SHRSOH FDQ EH WRR TXLFN °

| would argue that judging people is something one does automatically.d)radpartner

of a chartered accountancy company who | interviewed said that it is his legal duty to put
his judgement or opinions of the audit into the final company report. The question is
whether to allow judgement of an individual to be brought in® dldi process, or
whether to swa any, perhaps inevitableudgmental views of an auditor wittvell
researched, statistically undertaken, substantive testing. My experience is that, in practice,
if time is limited, judgement is often/inevitably used I tauditor to select his sample

size and ample workarea as best he ca(Gee alsgaragraph 2.4.1, page 49).

Some interviewees have said that judgement is so fundamental to all audits that it should

not be considered a part or ssdt of behaviouralwliting.

Personally, | consider that all auditors use judgement in assessing the auditees they meet;
that judgement will indicate to them if that auditor is efficient and/or effective at their
work or not, and whether they feel they need to examine tlnle tivat that auditee carries

out more closely. As such, it must be an aid to solid audit analysis.

-XGJHPHQW DOVR LPSOLHV VRPH IRUP RI OHJDO pJXLO\
a defendant as soon as they come into court, and then lisgnisavd to, and examines

all the evidence produced by, both the prosecution and defdwoeates. The magistrate

then judges on the basis of beyond reasonable doubt (criminal) or on the balance of
probabilities (civil). | argue that if the auditgudgesguilty, then unlike a magistrate, if

the judgement materially affects the subsequent audit, the auditor has a duty to examine
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further the books/processes to see if a problem exists or not. Magistrates are given
training and much practice in this procesfsapplying their judgementt| argue that

auditors should have the same.

However, from he feedback that | obtained, | obsetvat:
X judging people may or may not be an element of behavioural auditing, though as it is
a soft skill it isoften assumed te an element
X it may or may not be good thing

x it should or should not be used.

And fromthis | conclude that itnwise WR LQFOXGH W KHHRSBWGEHV |ID-WYX G
definite definition of behavioural auditing.

5.3 What is a possible definition & behavioural auditing?

The objective of this section is to identify if a specific definition or definitions of

behavioural auditingxists. In order to do this

X , MW WKH EDOO UROOLQJY E\ SRVWXODWLQJ WKUHH
(as initially proposed in chapter 2, pgraph2.2.1, propositions A, B and C):

x (Definition 3.1 The human behaviour of staff, the quality of staff and their work.

x (Definition 3.2 The humarbehaviour of staff, the quality of staff and the work theyettaste in
order to meet the demands of the employer. Only appropriately trained staff carry it out, seeks to
provide assurance to an employer that it is making the most effective use of its staff.

x (Definition 3.3 The human behaviour of staff, the qualif staff and the work they undertake in
order to meet the demands of the employer. It also examines whether it is possible to provide
assurance that the employer provides the right processes to enable its staff to be as effective as
possible. Only exp@mnced auditors who have had appropriate training in assessing and dealing
with human issues undertake it.

X | obtained feedback on those possiblérdtons from the interviewees
x | asked the interviewees fwopose their definitios

X | noted conclusionffom chapter 4.
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x Definition 3.3 was the most popular

x No common definitions of behavioural auditing were offetsehich also indicated
the need for a common fi@tion to be adopted/accepted

x Feedback indicated that any recommendedinition should include the words
Peopleand/orStaffand/orBehaviourandor Organisation

X Behavioural auditing can also mean the auditing of staff behaviour when those staff
work, for example, in a call centre

X Behavioural auditing is not a specialigmits own right it is one of the techniques
LQ DQ DXGLWRUTY WRRO ER[ RI WHFKQLTXHV

5.3.1 Definition 3.1
The reasons interviewees appeared to like the suggested definition 3.1 include:

x 3, ZRXOG YHHU WRZDUGV WKH WKH OHVV UDWKHU WKDQ PRUI

x 3, RXOG SUHWW\ ZHOO GR LW DV MXVW EHLQJ EULHI

X 33UREDEO\ GRHV >EXW@«HQHRRPBODMWHQQ MRRIEAQ DOO

x 33UREDEO\ WKH ILUVW RQH 7KH PDLQ GULYHU IRU WKDW LV
3.2and 3.3theyareab®W RR QDUURZ UHDOO\ DGGV IRU PH D OLWWOl
VXUH WKDW EHKDYLRUDO DXGLWLQJ LV VRPHWKLQJ WKDW \RX F

X 3, GRQTW WKLQN LWYV , GRQTW WKLQN LWYV , RQO\ WKLQ

| conclude that sggested definition 3.1 was preferred vibesause it was brief and/or ron

prescriptive.

5.3.2 Definition 3.2
The reasns interviewees appeared to prdafer suggested definition 3.2 include:

x 3, IP QRW VXUH DERXW PHHW Ud&yer givéhHn &H BIYIQUSIY ydr IhakektdlddHtRag
EXW , WKLQN WKH zD\ WKDW WKDW LV H[SUHVVHG PDNHV LW V
auditing when they are meeting the demands of the employer. So it may need some reference to
HLVWDNUHKROGMKLQN DV D VXEVWLWXWH IRU pHPSOR\HUY"

x 87KH RQH WKDW DSSHDOHG PRVW ZDV 7KH UHDVRQ EHKLQ(

DVVXUDQFH WR DQ HPSOR\HU WKDW LWYV PDNLQJ WKHcPORVW HII
it continued on making sure that this is the right processes to enable its staff to be as effective as
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SRVVLEOH EHFDXVH IURP P\ H[SHULHQFH VWDII FKDQJH URXC
DERXW FKDQJLQJ WKH SURFHVYVY HDFK WLPH"

| conclwe that the reasons that2 appeared to have been prefervegte because it
involves the employer. However, this was noticeably challenged by external auditor
interviewees who, although they liked 3.2, identified that it was not the employer but their
stakeholders who were key, anabtigh hat, if | adopted 3.2, then this definition would

need to change to encompass that point.

5.3.3 Definition 3.1 and 3.2

The reasons interviewees appearegraderthe first two suggested definitions, but not the

third, include:

X 3, ZRXOG DJUHH DFWXDOO\ ZLWK DOO RI WKHP EHFDXVH WKH\ D
WKH EDVLF OHYHO , WKLQN WKDW LV WKH NH\ RQH UHDOO\«
treats their staff and whether th\fUH JLYLQJ WKHP WKH ULJKW WUDLQLQJ DQC
Looking from a full organisation rather than an individual member of staff, looking at the overall
picture. So | would agree with both 3.1 and 3.2.

, ZRXOGQIW QHFHVVDULO\ HHFDXWINUWHH NP DX B WKWKW WKEHUH DUH
easily assess the situatioh, GRQfW EHOLHYH WKDW LWV SXUHO\ DXGLWRU"
position to do it, and a lot of other peopeD PDQDJHU ZRUNV ZLWKLQ DQ HQYLU
QHFHVVDULO\ WKLQN RI WKH EHKDYLRXUDO DXGLWLQJ VLGH RI
ZRUNLQJ DQ GztwhHeRd¥ audit@Qg sdme in with a fresh perspective on it and therefore being

able to look at it in a totally different light, @®WJV SUREDEO\ ZKDW JLYHV \RX DQ
LQGHSHQGHQFH DQG D IUHVK SHUVSHFWLYH"

x 3, ZRXOGQTW DJUHH ZLWK WKH ODVW RQH EHFDXVH DOWKRX
deal with human issues, | think that you could have thetlmsed person in the world but you might
QRW EH DEOH WR EHDW VRPHRQH HOVHYV LQWXLWLRQ"

x 37KH FORVHVW , IHOW ZDV 7KH UHDVRQ ZK\ ZDV WKDW , |
have appropriate training should undertake. And | felt thais too limiting. And 3.1 | felt was too
VKRUW’

Although various interviewees liked both 3.1 and 3.2 for the reasons given above, | felt
that these views were an expression of dislike against 3.3. This was because 3.3 was too

long and it suggested th@aining/experience is important.

| do accept that 3.3 is longany suggested definition of 67 words is a mouthful. A
concise definition would be better!
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However, | disagree with the concept that training and/or experience is not required to
carry ou the elements of the process referred to in the textbooks as behavioural auditing.
It is obvious from the data analysis that many people are unsure of what behavioural
DXGLWLQJ PD\ HQFRPSDVYV JURP D FRPSDULVRQ RI U
audWRUVYT HQFRPSDVVHV VgtabhD O BropokiidSsWPHabd Q), 8ridlU D
what interviewees thought it encompassed (see chapter 4), thatrainoheg is needed.

The challengewill be to find an acceptable form of words in a definitive recommeénde
definition.

5.3.4 Definition 3.3

The reasns interviewees appeared to pretbe suggested definition 3.3 is that they

include certain phrases:

fraining provided to the auditor. The experience of the auditor

X 3, WKLQN , TXLWH O lethiHg | carDr&lat& to.L Thé evhRI®yer providing the right processes
to enable the right tools and process#saining, etc, keeping your team-tp GDWH "’

X 3<HV , WKLQN , WKLQN LWV ULJKW WR VD\ WKDW ®RQe\ H[SH
relied upon to do it with any great effeatl think there are techniques that behavioural auditing
>XVHV@"

X 3, ZRXOG JR IRU WKH WKLUG RQH > @ EHFDXVH , OLNH WKH IL
EXLOG RQ H[SHULHQFH"

X 3, VX&Shat 3.3 comes closest for mey RQO\ H[SHULHQFHG DXGLWRUV ZKR
WUDLQLQJ LQ DVVHVVLQJ DQG GHDOLQJ ZLWK KXPDQ LVVXHVT
process myself, but if you undertake your internal audit exainimaand you are trained to be a
professional auditor, there has to be a large heg®d of behavioural analysis, understanding how
SHRSOH ZRUN WRIJHWKHU DQG NQRZLQJ KRZ WR GLUHFW~’

x 37KH ZD\ \RX GR \RXU DXGLWV WKURXJK \RXUHBRXZ® TJBEH K DIVYLHR >XQLRW
WKURXJK WKDW SURFHVV VR IRU PH ZRXOG SUREDEO\ EH PRU

Xx >, SUHIHU@ 3 DV LW WDONV DERXW WKH H[SHULHQFHG DXGLW
experienced in those types of converBaf) V « FDQ SLFN XS WKRVH W\SHV RI V
VRPH WKLQJV IRU JUDQWHG GRQTW ZH EHFDXVH RI RXU OLIH
SHRSOH DQG WKH SUREOHPYV WKDW PLJKW VLJQDO ApI&mDigtt WK H Ut
not be used to that. Picking up the signals.

This is [also] all about professional scepticistL WV DOPRVW TXHVWLRQLQJ QRW M
$QG WKDW WHUPV RI EHKDYLRXUDO DXGLWLQJ EHRdt XKy iHYHU\
asread+\RXfUH KDYLQJ WKLY VFHSWLFLVP’
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These views contradict those given by interviewabs preferred definitions 3.1 and/or

3.2 as they strongly suggest that building on experience is important. Certainly, in my
opinion, when | fist started audit work soon after university, | depended on the likes of
ICQs and textbook references to be able to ask the correct questions of auditees. | had no
audit nose, and if an auditee was not telling me the truth, | only suspected this through
thorough testing. For me, the effective use of soft audit skills and the application of
behavioural auditing only came through experience. | do argue that the use of audit nose
does not reduce the need to carry out thorough testing, but it is an aid eleitteon of

those areas where testing may prove fruitful.

pluman behaviour of staff

x 3, GR QRW KDYH D VSHFLILF GHILQLWLRAQ , ZR XOtke MuBvanW KD W
behaviour of staff, and the quality of those staff, but theirtgkiti communicate with others and not
MXVW LQ ZULWWHQ RU RUDO PHDQV’

x 3,1 \RX ZDQW LW >D GHILQLWLRQ®@ LQ YHU\ EDVLF IRUP , ZRXO
definitive in the fact that the employer should be fully aware of how its staffésehad should make

WKH EHVW RI LW’

x 3,1 DQ\ LW ZRXOG EH WKH WKLUG ,W H[SODLQV D ELW PRUI
human behaviour of staff, but it goes on to give that assurance that the employer provides [the right
processés but it also goes on to make the point that you can only deal with human issues if you have
actually been trained, and that anyone who tries to look at the human behaviour of staff is not going to
SURGXFH PXFK LI WKH\ KDYHQYWGKDG QWK WKXIHQK@PDLQ KREDWTRIX

This feedback notes that for some interviewees, behavioural auditing includes an
XQGHUVWDQGLQJ RI WKH KXPDQ EHKDYLRXU RI VWDII
this suggested definition, on reflection, & tautological, and can be shortened to the
MEHKDYLRXU RI VWDIIYfY ZKLFK IRU PH LV RQH RI WKH

WKLV GHILQLWIRW uIHHOV U

x 3 WR PH ZRXOG EH P\ FORVHVW XQGHUVWDQGLQJ | a@®fLW FH
ZKDW , XQGHUVWDQG RI EHKDYLRXUDO DXGLWLQJ ZKHUH \RX ZH
see if that was meeting the demands of their work. | think that call centre example works very well in
WKDW UHVSHFW EHF D XVgérhapk Brivthing inQhe/senHcexenGdpiWhere you expect
people to behave in a certain way that may not be how they would behave all the time, so you expect
your customer representatives or your salesmen to approach clients in a certain way. Aeg@sgite
is mysteryVKRSSLQJ H[HUFLVHV ZKHUH \RXTUH SDUWLFXODUO\ ORRN
ZRXOG ILW P\ XQGHUVWDQGLQJ RI ZKDW , ZRX0OG WKLQN RI EHKIL

When | drafted3.3, it felt right to me. But given all the fdeatk, and time to reonsider

that suggested definition, | can do better.
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5.3.5 A definition other than 3.1, 3.2 0r3.3
The reasons interviewees appeared to like none of my suggested definitions were lengthy!
| have grouped then into four categories Aasle commented at the end of each of these

four subgroups:

fhe quality of the actual wording

X 26KRXOG WKHVH GHILQLWLRQV HDFK VWDUW ZLWK « u,W LV Wl
VFLHQWLILF DSSURDFK DV ORQ & sidhceR XWAIR QW P/HAK LDAW DWQ D &
VFLHQFH W GRHVQYW PHDQ LW FDQYfW EH QRW VFRUHG H[DFW
you can analyse it, you can look at things and think that you can do it better next time. If yany can
WKDW LWV QRW KDUG WR SLFWXUH LW DV D GUDZLQJ WKDW \I
EHKDYHG LQ DQ LQWHUYLHZ WKDW \RX FDQ LPSURYH XSRQ 7K
VRPHWKLQJ WKDW \RX FDQ PHDVXUH’

| accept this pint +a definition does need to include a veNdustdo better!

5.3.6 Other considerations

Areas thatalsoneed to be included]

X Risk. 37KH RQO\ WKLQJ , ZRXOG VvD\ WKDW LQ DQ\ GHILQLWLRQ Wt
auditor | live and breathe risk. So, | mean, when you say that auditing meets the demand of their
employer, yes, in order to meet the demands of their employer by providing assurance of the
management of risk | think is something that the definition could be expaAWNdRdLQFOXGH , PHL
H[SOLFLW LQ LW EXW QHYHUWKHOHVY LW FRXOG EH D OLWWOH |

X A combination. 3, WV D FRPELQDWLRQ DFWXDOO\ 6RPH RI LW ZLOO [
\RXU TXHVWLRQ VRPHWLPHV EH LIgsicR MatlibRR@rtdidyHQerhatGRaH R1 L
H[WHUQDO DXGLWRU D ORW RI SHRSOH DUH YHU\ VFDUHG RI \R
ZURQJ RU LWV UHSXWDWLRQ« WKH\ IHHO WKDW HYHU\ WUDQVDF
LWIV MXVW D FRPELQDWLRQ ,WYTV H[SHULHQFH PRUH WKDQ DQ'

X Reaction or Interaction

x 3WLV WKHLQWHUDFWLRQ EHWZHHQ DXGLW DQG WKH UHVW F
the individual in a particular department that is beingdéad, so that interaction is crucial for the
success, both from the point of view of audit, and also from the point of view of the recipient that of
WKH\fUH JRLQJ WR JHW WKH EHVW RXW RI LW DV ZHOO 6 R
marryLQJ RI PLQGYV ZKLFK WKH LQWHUDFWLRQ EULQJV DERXW
WHUPV OLNH pWKH KXPDQ EHKDYLRXUT’

X 3,W SUREDEO\ ZRXOGQYfW EH WRR IDU DZD\ IURP LQ WHUP
behaviour, staff, but also | miglput in something about the intezaction of auditors as well.
Need to be open to the fact that there are human elements to any control framework. Nothing too
SUHVFULSWLYH’
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X

X 3, W >EHKDYLRXUDO DXGLWLQJ@ LV DGGLQ asa\hRy dR)XahdDhatG LW L
added experience is by virtue of the interactions you have with staff, but primarily for us, from the
FOLHQWY DQG WKH FOLHQWITV VWDII’

x 37R PH LWV SUREDEO\ WKH UHDFWLRQV , JHW IURP VWDII DV
DQG WKH DWWLWXGH \RX JHW ZKHQ \RX DUH LQ D ILUP GRLQJ

Understanding the people WKDW \RXYfUH DXGLWLQJ DQG WR EH DEOH W
LQGLYLGXDOV «’

x People, process and controls33HRSOH DQG SURFHVVHV By@oRiE dohk®d W \R X

X

DQG ORRNLQJ DW WKH REMHFWLYHVY DQG WKHLU FRQWUROV | W
WKHLU ZRUN WR PHHW WKH REMHFWLYHV’

Intuiton. 37KHUH LV DQ HOHPHQW RI LQWXLWLRQ , ®HOihQWRh]L WV V|
\RX FDQ WUDLQ UHDVRQDEOH DXGLWRUYV E XWAIEXAisr the Gred% OLNF
+tMXVW ZDV <RX FDQ WDNH VRPH LGLRWY DQG \RXYfOO QHYHU F
WKHUH WKDW WR \bBrR to itGydu baddHthe RRAIE,Lakd so for me, those skills are about

OHDGHUVKLS DQG VRPH DUH DERXW LQWXLWLRQ %HFDXVH WK

| certainly accept the first five bulletRisk, Combination, Re/Intexction, Understanding

and People/Process/Controlsough | would perhaps avoid risk as it is a generic for all

types of audit. All these should be considered for inclusion into a suggested definition, but

the difficulty is to avoid expanding an otherwise concisinttion which could make it so

long that it is unworkable.

| very much support the application iotuition and it is something that, as an auditor, |

use considerably. | think this may also be classified as observation of behaviour and

interpretationof the same, and this reflects the need to gain experience of soft auditing, as

noted above.

Eroblems with these suggested definitions per sg

X

8 , WKLQN LV WRR QDUURZ %HFDXVH \RX FDQ KDYH &LJK TX
DERXW RQO\ DSSURSULDWHO\ WUDLQHG VWDII WKDW FDUU\ LW
SHRSOH VKRXOGQMTW EH DSSURSULDWHO\ WUDLQHG EXW , WKL
ODEHO’

3, WKLQN LV PR Uid eRdry 2akdd, \Whe hbim&@h Rlimensions, 3.2 depends on whether you

are talking about behavioural auditing as a separate specialisation when my prime tool is the

EHKDYLRXUDO ELW««« DQG LI \RX DUH WDONLQJ SXUH®duDERXW
, WKLQN WKH ELW LV SDUW RI DQ\ DXGLW«««««<RX ZRXO!

DOQ\WKLQJ WKDWTV FRPPHQWLQJ DERXW SHUVRQDO VHQVLWLYF

VNLOOV WR GR WKDW««««««  RONIVOVY WWKDBII HEZIRDEVE YOS SOHWR D Q

8, ILQG LWV LQWHUHVWLQJ WKDW EHKDYLRXUDO DXGLWLQJ WD

ZRXOG KDYH LQWHUSUHWHG EHKDYLRXUDO DXGLWLQJ DV WKH L
ZKDW LWV DERXW LQ WKH VWDII EHLQJ DEOH WR GHWHFW VLJC
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work that they are doing. Here it talks a lot about meeting the demands from their employer [3.2 and
@ ZKLFK GRHVQTW VHHPHMWWR DIOW IZQWBRERRDOW ZH ZH

x 3 LV MXVW D ELW YDJXH >,Q @ ,fP QRW VXUH KRZ PXFK H[S
to have necessarily, in any of your auditing. | think that is bordering onto the bounds of psychology.
And maybe you need to have ¥ pFKRORJ\ EDFNJURXQG WR XQGHUVWDQG LW’

These comments help give further pointers to how a definitive definition of behavioural auditing

can be drafted.

A problem with behavioural auditing per sef

X 3, GRQTW XQGHUVWDQG DQ\ RI racdss« Ndneléf th¥se sugges@etinitiohQJ LV D
seems to me have any process. They have an element of the subject of the audit, Human Behaviour,
VR WKH\ PD\EH EXW , GRQTW VHH ZKDW ZH DUH DXGLWLQJ

Look at 3.1 That is not auditing. There is nothingiting about that - that is not a definition. What
behavioural auditing might be is the review, the independent review of human behaviour and staff, etc,
with reference to some frame of reference.

Ultimately, everything we audit is as result of somméan behaviour. In that context, that concept of
behaviour is too woolly and vague and imprecise.

At one level | can say that everything that | do is as a result of human behaviour because if you break
down audit to the two classical things which is:

X haung a system of risk management and control, a process, and is it a well designed process, and
X is there compliance with that process.

The first one is about quality of human behaviour in designing the process, and the second one is about
the human behadour of complying with that process. So | always do behavioural auditing if defined as
such.

In a very clinical sense, all of those could be definitions of behavioural auditing. Whether or not that is

a type of behavioural auditing is questionable. FeH LWV D PHDQV WR DQ HQG ,Q
understand people, in order to understand what they do and how they might react in a given situation.
So you can predict action and maybe then guide an action. But to provide an assurance that an
organisaion is managing the behaviour of its staff in some way is, | think, a means without an end.

JURP WKH DXGLWRUYYV SHUVSHFWLYH ZKDW LV EHKDYLRXUDO D
people have different expectations to come out of this.

For me, behavioural auditing would be providing honest assurance, and not allowing that assurance to
be coloured in any way by unnecessary emotions that can sometimes get in the way of the audit process,
either because the people that you are dealing wWithX GRQfW JHW RQ ZLWK WKHP RU
awkward to deal with in some way, and as a result of the audit process you actually come out with
assurance that is factual, very straightforward, and you have used the behaviours in the process to
make sre that you have found your way round those obstacles.

My initial thought would be to try to understand why we do what we do. So it would be looking at the
motivations behind things. That would then give the example of fraudulent behaviour so loakiyg at
people make mistakes if there is a clear process, is it a mistake or is it an irregular activity that they
GR 7KDWYV EHFDXVH RI VRPH EHKDYLRXUDO WUDLW WKDW WKH
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This point is noted. However, | disagree and, given the feedback quantifiledpter 4, it

is clear that a large number of auditors use behavioural auditing.

5.4 Interviewee defnitions of behavioural auditing

The feedback from interviewees given in peph 5.3 resulted from my suggested
definitions. It produced extensive comrneion the elements of what a definition should

be or should include.

However, although all the auditors who received the electronic questionnaire or who took
part in the interviews were asked for their definition of behavioural auditing, only eight
specifc definitions were provided. A further four contacts of one of the interviewees were
also asked, or perhaps instructed, to provide definitions. The reason given by the non
UHSO\LQJ LQWHUYLHZHHYV ZDV WKDW pLW LWWkWBUR GLII
WKDWT EXW ZLWK QR RXWFRPH

The twelve suggested definitions are given below. After each definition | have added a
word count. The average is 27 words, compared to the 12, 48 and 67 words of 3.1, 3.2
and 3.3 respectively. This, again, implithat any definition should certainly be more

concise than 3.3.

X HM8VLQJ KDYLQJ DQ XQGHUVWDQGLQJ RI KXPDQ EHKDYLRXU WF
WKH DXGLWLQJ WKDW \RX GRY > ZRUGV@

X M7KH DXGLWLQJ RI EHKDYLRXW RIWB KKK HEG K DY L XRUNG W& DW D

X H$Q DELOLW\ WR LQWHUSUHW \RXU SURIHVVLRQDO DSSURDFK W
KXPDQ FRQGLWLRQY > ZRUGV@

X M7KH UHYLHZ DQG DQDO\VLV RI WKH ZD\ LQ ZKLFK SHBW,O®OH DQG
QRW DFKLHYH DQ RUJDQLVDWLRQYVY REMHFWLYHVY > ZRUGV@

X HM%WHKDYLRXUDO DXGLWLQJ LV WKH WHUP XVHG WR GHILQH WK}
EHKDYLRXU ZLWKLQ WKH SODQQLQJ FRQGXFW DQG UHSRUWLQJ

X HM% H K Davduditig)is also be concerned with staff behaviour and therefore considers the efficiency
and effectiveness of individuals in the operation of the system of internal control to manage risk to the
achievement of an organisations objectives. Behaviouwrditiag is not therefore a separate discipline
EXW DQ LQWHJUDO SDUW RI LQWHUQDO DXGLWLQJ DV D ZKROHY
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X

pM7KH DQDO\WLV RI EHKDYLRXUV WKRXJK WKH DXGLW SURFHVYV
[16 words]

H% HKDYLRXUD @ appficatiowdf QehatidurgVahalysis in the audit context. It is the analysis of
ULVN DQG FRQWURO IURP WKH SHUVSHFWLYH RI ZK\ DQG KRZ GF

M%HKDYLRXUDO DXGLWLQJ DQDO\VWHV W k&l staff & Btafl groupsvanrd HP R Q
FRPSDULQJ WKLY DJDLQVW WKH pPSUHIHUUHG EHKDYLRXUVYT HJS
EHQFKPDUN 'LIITHUHQFHV IURP WKH H[SHFWHG QRUP SURYLGH W
words]

1% H KD Y LdtMdi®a®pspPckology issue and is related to the examination of how people behave in
different situations. This goes beyond system based issues and tries to look at what really motivates /
GULYHVY SHRSOHYT > ZRUGV@

pH7KH DXGLW RI UHODRNUPQVLKDIWLROWKEQZIRQU GV @

HMWHKDYLRXUDO DXGLWLQJ LV WKH LQWXLWLYH LGHQWLILFDWLF
observation of behaviour in others or changes in auditee demeanour. In order to be effective it requires
skills developedodU WLPHY > ZRUGV@

These definitions illustrate the range of understanding about behavioural auditing but do

not hone in on any one fg of definition or even the componernio be given in a

definition. | therefore make no comment on these, otherttiar preferthe last one as it

considers intuition as a factor.

5.5 Is behavioural auditing a standalone, generally applicable audit

technique?

This section asks: Is behavioural auditing a specialism in its own right, or, is it one of the
technigues inDQ DXGLWRUYV WRRO ER[ RI WHFKQLTXHV DQC
all types of audg The interviewees replied

X

x

x

x

x

3, WKLQN LWV RQH RI WKH WRROV LQ WKH DUPRXU\ , WKLQN
need some otherformdd YLGHQFH EXW FHUWDLQO\ LW ZRXOG EH SDUW R

37TR EH KRQHVW |, GRQIW WKLQN EHKDYLRXUDO DXGLWLQJ LV L
HYHU\ VLQJOH UHYLHZ WKDW ZH GR”’

3)RU PH LWYTV RQH RI WKH W H PKEHIAGXHdt\ wald doraD4 edtbne Weky Q R W
RI ZRUN JRU PH LWYV SDUW RI WKH WRRO NLW WKDW \RX XVH F
with people within the organisato# VR IRU PH LW IRUPV SDUW RI WKDW’

3, WKLQN LW { Yorhe &ubitdt ko sV \RIREOHW KLQJ WKDW WKH DXGLWHH LVC
YHU\ QDWXUH RI WKH DXGLWHH EHLQJ DZDUH WKDW WKDW¢Y{V EH

5, WKLQN LWTV SDUW RI WKH &hdoGdn\¥ ¢eitaifh\écanbrio©OoddiffieulsituatiohX P LJIK
WR VD\ WKDW , ZDQW SHRSOH SDUWLFXODUO\ ZLWK WKH VWURQ
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X

Al

X

3)RU PH LWYV IDUFLFDO \aRnaMdChn@dé, Rdcduyé tiavwould/rdédn@é&ylecting all

the other techniques whick UH HYHQ PRUH UHTXLUHG DQG DUH SDUW RI DQ
a tool in the toolER[ EXW LWV D WKUHDG UXQQLQJ WKURXJK HYHU\WK
\RX GR 6R \RX PLIJKW EH XVLQJ DJJUHYVYbahdvidvndl RUd@ingr SdHtY E X W
XQGHUOLHY DQG XQGHUSLQV HYHU\WKLQJ WKDW \RX GR”’

the interviewees concluded that behavioural auditing was not a specialism or a
HFKQLTXH LQ LWV RZQ ULJKW EXW ZDV MXVW RQH RI )

3, ZRXOG VD\ HYHU\ DXGLW ,W PD\ QRW IRUP SDUW RI WKH D

SUREDEO\ GR LW LQ HYHU\ DXGLW~

3, SUREDEO\ XVH LW LQ HYHU\ DXGLW , WKLQN zLWMITW  BRADPARX/W
instinct, and | thik that if you were to try to curtail it, it would be obvious that you were trying to do
VRPHWKLQJ WKDW ZDVQIW QDWXUDO WR \RX 6R , ZRXOG VD\ V
had to focus on an areaprimarily in areas where you woulde looking more at investigative type
ZRUN EHFDXVH \RXTfUH ORRNLQJ IRU WKH RWKHU VLJQDOV’

3:HOO DV , VD\ LW ZRXOG EH JHQHHDRXJW W KDUR2ONR/RRARRDQQJW F
signals, the other clues. But that would be the primary foclsbXVH WKDWV RQH ZKHUH
\RX MXVW QHHG WKH KXPDQ LOQWHUDFWLRQ UHDOO\ 7R EH DEO
EHWZHHQ RU LQGHHG ZKHWKHU WKHUH DUH VRPH RWKHU TXHVYV

3, P VXUH \RX GRFIWVRKDWDOD WV XEFRQV

3<RXfUH VWLOO XOWLPDWHO\ GHDOLQJ ZLWK SHRSOH DQG D
SDUWLFXODUO\ ZLWK ,7 DXGLW EHFDXVH D OWRKHRNOIDX 6 XKERW\D G
box not the actual box itself. So as peopl the IT world often talk in very technical language, you
sometimes have to rely on those judgemetus | think this person is telling me the truth or are they
WU\LQJ WR EOLQG PH’

S3UREDEO\ \HV , WKLQN WR GLIIHURQWRW[WXQK WKDWG LTI BXB Q\
KDV WKH VDPH LPSDFW >EHQHILWYV RI EHKDYLRXUDO DXGLWLC
&HUWDLQO\ ILQDQFLDO DXGLWLQJ ZRXOG KDYH TXLWH D ELJ SR\

3, GRQIW WKLQN WKH VXEnevEn |IRihiwdiddduw tQpedple in\ BridOWho
\RX KDYH WR GHDO ZLWK 7KH ZD\ \RX LQWHUDFW ZLWK WKHP~

3, GRQIW WKLQN WKHUHYTV DQ\ GLIIHUHQWLDWLRQ , WKLQN , ZF
32K \HV SDUWLFXODBU®\ LQWKL@H BWKDWIV EHFDXVH ZH WHQG C

HR +we do them at the coal face [ie, the line departments]. And also, using behavioural auditing helps
WR EUHDN GRZQ EDUULHUV LI \RX DUH QRW XVLQJ +5 VSHFLDOL)

83<HV <RX GR IRU +5 SHRSOH FHUWDLQO\ 3UREDEO\ ZKHQ GHD

All the interviewees also concluded that behavioural auditing is applicable to all types of

audit, but could be especially useful in areas where soft skills atanp, for example,

in the audit of an HR department.
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| also compared the replies by the interviewees who said it was either applicable to all
audits or a technique insibwn right. The results, which are included for completeness,

were:

Applicable to all types of audit? Technigue in its own right?

Internal Audit

"The elements of Behavioural Auditing are required "It's farcical to think of it as a standlone technique

all the time" « WV D WRRO RQ WKH WRROE
"Not really" “ldontthink LWV D VHSDUDWH GLV
"Used when interviewing anyone" [It's] "one of the techniques"

[We] "all should be better at Behavioural Auditing”" [It's] "part of an auditor's tool kit"
"Yes, especially when dealing with medical people"

Audit Consultant

"Yes, in all [audits], but subconsciously".

External Audit

"In every audit” [It's] "one of the tools of the armoury”
"No"

"Never"

"Yes, my work is a mixture (of BA and standard

audits]. | think there's more scope in the internadiiau

side".

Combination of audit disciplines

"Every" "Yes, part of the whole" [set of techniques].
"Yes, particularly in HR audits” "Another tool"

"Yes- to break down barriers"

"Yes- it is more relevant now[adays]"

[ would] "consider it if there was additional risk

identified"

"Probably, yes"

5.6 Recommended défition of behavioural auditing
From the wide variety ddll the views expressed llye textbooks (which list the elements

of what behavioural auditing consists), the interviewees (who provided comments on my

three suggested definitions of behavioural auditing), and the variety of different definitions
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of behavoural auditing provided, it is inevitable that there will not be universal agreement
RQ D puFRUUHFW GHILQLWLRQTY

| have always maintained that much of the audit work | have personally carried out is
behavioural auditing, without having defined what treatprecisely. Therefore, | also
bring my experience into the process of defining behavioural auditing. From all of the

above, | have honed in on six facets of the arguments. They are:

X Briefis better.

X There are two types of behavioural auditing:

X A spedfic audit of the behaviour of those staff who carry out a specific role in
which their behaviour is critical to the function of their organisatiom,

Xx$ JHQHUDO WRRO LQ DQ DXGLWRUTVY WRRO ER[ WR
effectiveness of theDXGLWHH DQG WKXV WKDW DXGLWH]I
organisation.

X It is necessary to have both experience and training in how to carry out behavioural
auditing, but a definition of the subject should not include a statement on how to do
behaviouralauditing. Including such a statement is not, per se, a definition, and
detracts from any such definition.

x All disciplinesof the profession use behavioural auditing. | noted feedback from a
partner of a chartered accountancy company who said that l@svatisn on auditee
behaviour was very material to his subsequent audit work. | noted feedback from
LOQWHUQDO DXGLWRUYV ZKR ORRNHG DW PH EODQNO\ I
to say that any good auditor uses his intuition and audit nosentfidproblems
SWKDWYV WKH GLITHUHQFH EHWZHHQ DQ DYHUDJH DQ

X %HKDYLRXUDO DXGLWLQJ LV DERXW DQ DXGLWRU JHV

x Of all the definitions postulated, the one that would have best described my personal
and historical analysis of what | thought behaviourlditing was, said that
S%HKDYLRXUDO DXGLWLQJ LV WKH LQWXLWLdE LGHC
time.”

| therefore postulate and recommend the following definition of behavioural auditing.
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Behavioural auditing is:

X 7TKH LGHQWLILFDWLRQ RI LVVXHV ZKLFK LPSDFW RQ

observation of staff behaviour, aradr

X The audit of a department in which the behavioural attitudes of staff in that
department are critical t@wustomer perception of their organisation.
(40 words)

It is usually undertaken by appropriately trained, experienced auditors.

5.7 The practical use of questionsalating to behavioural auditing

This section looked at the application of body largguaThis can be used by auditors, and
is used by some to help understand the auditee better. Thus, | argue, it can be used to
LGHQWLI\ LVVXHV WKDW PD\ LPSDFW RQ DQ RUJDQLVDW

| also argue that the realms of body language and belrali@uditing intersect. As body
ODQJXDJH LV D pVRIW DXGLW VNLOOY LW LV ERWK YHU

language as part of the scope of behavioural auditing.
In this research | have looked at the practical use of applied body tengyauditors as
D WRRO WR KHOS WKHP LGHQWLI\ LVVXHV ZKLFK LPSDF

observation of staff behaviour dond changes of behaviour.

The data analysis in chapter 4 identified five conclusions that were relevant to this

discussiontsee paragraph 4.7.1
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X 7% of those interviewed said they did not use body language as part of behavioural

auditing; 25% said thegositivelyused it.

Xx 7TKH NH\ HOHPHQW LQ ERG\ ODQJXDJH REVHUYHG E\

Poor eye cotact causeguspicion

X Only four interviewees said that it was important that two or more elements of body
language should be considered. This indicates that auditors who use the interpretation

of body language as a tool require more tregnn it.

X Most interviewees said they would not alter the scope of the planned audit having
FRQVLGHUHG WKH DXGLWHHTV ER@tted® QJXDJH DW DQ

X 89% of interviewees had not positively received training in the interpretation of body

language

5.7.1 The interpretation of body language by auditors and wicth elements of body

language are considered important

7KH RYHUDOO SHUFHSWLRQ WKDW , IRUPHG DERXW W
language gave me cause for concern. | expetiedeed hopedtthat interviewees would

reflect my research into the application of components of body language, namely that
there is no one key feature on which an auditor should depend when observing an auditor
that they interviewed. Rather, the differing elementshsas stance, eye contact, upper

face movement, lower face movement, hand and arms, etc, should all be considered as a

whole. See also chapter 2, tables 2.5, 2.6 and 2.7.

| argue that it is unsafe for any person to form an opinion of interviewees bynt@tice
on any one element of their body language alone. For example, poor eye contact between
an auditor and an auditee does not necessarily mean that the auditee has something to hide

it may just mean that auditee is shy. Similarly, if an auditeesfbid/her arms during an
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interview, then he/she may be being defensive because of something to hide, or it just may

be that that body position is more comfortable.

In addition, | noted that rone who | interviewed mentioned that, unless the interviewee
iV ZHOO SUDFWLVHG RU WUDLQHG LQ MQRW JLYLQJ W
to give a false answer will also cause them to make minuscule but nevertheless

involuntary and observable eye movensdespecially table 2.7).

@pimple / simplisticperception

Most of the people | interviewed honed in on one body language trait, for example:

X 33UREDE®aSWKH

X 3, VXSSRVH LW PXVW EH VRPHWKLQJ , DP WKLQNLQJ RI RQH S
examples of how this person was lifasHe did not make direct eye contacAnd being braskand no
eyecontactGLGQIW JR WRIJHWKHU«« +H ZDV DOPRVW DJJUHVVLYH L

X 3, ZRXOG &y&s\ WKIHFDXVH ,TYH IRXQG D ORWcBlaGLUHFWRUV GRQTV

X 3, GRQ TW,just@GhBnature of the response, and the way that the response was delivered. Well, you
know, body languagee L1 WKH\fUH QRW JRtheeyewhen @lkrig MbAR 3omething, then
\RXfUH JRLQJ WR WKLQN DUH WKH\ DFWXDOO\ WHOOLQJ WKH WU

X 3<HV LW ERWOIGN PD\ EH WKDW \RX ZHUH VK\ ZHUH XQFRPIRUW
answers as well which identifies the characteristics when not telling the trottimaking eye contact,
HWF’

X 3, ZRXOG VD\eierttn@cprodablH People that wieave make a lot of eye contact, but if they
VXGGHQO\ PDNH H\H FRQWDFW ZKLFK LV GLIITHUHQW IURP WKHL
DZDUH’

X ,WIV D FRPELQDWLRQ RI HYHU\WKLQJ $QG LQGHHG LWJIkV KRZ !

you straight inthe eye DQG LWTV HYHQ GRZQ WR KRZ WKHLU YRLFH PD\
6R LWV DOO RI WKRVH WKLQJV FRPELQHG"

7KLV LV WKH GDQJHU RI D uOLWWOH OHDUQLQJY LQ ZK
person does not I&oyou in the eyes, then they may not be telling you the truth. As

previously said, eye contact is just one factor; the auditee may just be shy.
Wague answers]

Many interviewees gave rather vague answers, and continued to be vague when | asked
more prolng questions, for example:
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S3UREDEO\ WKH IDFH EHFDXVH LI \RX FDQTW KDYH H\H FRQWDFV
WKDW LV WKH NH\ WKLQJ« \HV WKH H\HV IRU PH DUH D NH\ WK
purely from experienc& DWKHU WKDQ DQ\ SDUWLFXODU FRDFKLQJ RU DQ\

S, WV PRVWO\ WKHLU LQLWLDO UHDFWLRQ 1RERG\ OLNHV EHLQ.
ZKLFK ZLOO LQGLFDWH KRZ WKDW DXGLWYTV JRLQJ WRhR DQG
\RX QHHG WR LQWHUDFW ZLWK WKHP’

3, FDQYW VvVD\ WKDW WKHUH LV RQH EXW \RX GR JHW D VHQVH I
with you in terms of whether they are engaged with you positively or negatively. | suppose in terms of a
traffic light systemt, KRSH WKDW{V LQ JUHHQ DQG ZKDW DSSHDUV WR P

MQHUYRXVY LI , WKLQN WKDW LWfV RIl WR D EDG VWDUW $QG V

37KH RQO\ WKLQJ WKDW , WKLQN LM audKdd Mbsv/fedplte WeLRitht\araNigeB W D v
to being audited, but in an internal audit environment, we can audit people that have never been audited
EHIRUH $QG WKH\YYH JRW WKLV SHUFHSWLRQ LQ WKHLU PLQG\)
nervRXV DQ\zZD\ 7KH\ PLJKW GR DOO WKRVH WKLQJV «« \RX ORF
H[SHULHQFHG RU SHUKDSV TXLWH MXQLRU« VR , ZRXOGQTW W
ZRUN WKHUH 6RPHWLPHYV ,1P PR UndreFsBn@Fgendatifittey«vere IXERX W WK |
, ZRXOG WKLQN WKDWYV D ELW VWUDQJH« ~

3, VXSSRVH WKH PRVW FRPPRQ LV ZKHQ \RX DVN D TXHVWLR
XQFRPIRUWDEOH VKLIW LQ WKH VHDW W K D VibrP4vhaHave y&GOIWK L Q N\
to get as the answer? | suppose, looking away, diversion of eyes, looking down, or looking up when

KHTV WKLQNLQJ ZKDW WR VD\ QH[W $00 WKRVH WKLQJV VXJJH)\

My overall concern is that thaterviewees wanted to say the right thing to me, but either

did not have a good enough basis of practical application of body language, or enough

training in its use.

KILombination of traits I

There were a minority of interviewees who did indicate ithaas important to consider a

combination of observed traits:

X

3, WKLQN WR EH KRQHVW cBRbihafidnlbHwd loivrkbye BllsteRidte. ESX MyoD had

a very sort of engaged eye contact with open body language | would be more attbeddve in that
person+t D SHUVRQ WKDW ZDV IUHHO\ JLYLQJ LQIRUPDWLRQ DQG
Whereas an open posture but with a falirect eye contact would give me conflicting messages and tone

of voice as well. If two or more coihdGH WKHQ WKDWY{V D SRVLWLYH VLJIQ LI'W
PRUH VXVSLFLRXV WKDQ \RX ZRXOG QRUPDOO\ EH"

37KH WHOOV FDQ YDU\ DFFRUGLQJ WR WKH LQGLYLGXDO 6R SHI
And | see a number of videos wheou can be as calm as you like above table level, but underneath the
foot is vibrating. And a number of people do this. There are tells such as biting the end of a pencil,
looking away, the tip of your nose going white is a sure sign of a lie, cofpugnpoor eye contact, but

there are anumber of tellsreally and they vary to the individual. The trouble with making it a science is

LI \RX ZULWH LW GRZQ VRPH LGLRW ZLOO WKLQN WKDW LWV W
comes abkXW WKURXJK DJH DQG H[SHULHQFH <RX FDQQRW WHDFK WK
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x 3, WKLQN LW FKDQJHV DW WKH VWDJH RI WKH SURFHVYV , WKLQ
ORRNLQJ IRU D JHQHUDO FRQWDFW DQG \RXTUH Wwhole@ddyW R SLF
ODQJXDJH , WKLQN WKHQ DV \RXYYH JRW DXGLW ILQGLQJV DQ(
FRQFHQWUDWLQJ RQ WKH H\HV EHFDXVH LWTV WKH ILUVW ZLQG
WKHQ WKH VKLIWLQJ LQ WKH VHDW’

x 3¥:H O O umderstanding of the way body language workghé all of these factors are taken into
consideration And if you put too much reliance on one particular factor, you can get false readings
because someone may have a tic in their eye, a cough, whatBveérRsX T YH JRW WR EULQJ LQ |

3, WKLQN W K H UrtiktufeRoX BiBgsk &« &« 7KH WKLQJV WKDW ZRXOG DOHUYV
defensive attitude Sometimes that is not wanting to actually spend some time with you, either not giving
you the informatRQ \RX ZDQW RU WU\LQJ WR RYHUORDG \RX RU FRPLQJ
LV DERXW WKH ODQJXDJH DQG WKH DWWLWXGH 6RPH RI LW FLC
language because sometimes crossing the arms could be defensivd, F B XOG MXVW EH VK\
MXGJH MXVW RQ WKDW WV WKH IXO0 SLFWXUH ,WTV D QXPEI

X

X 3<HV , WKLQN WKHUHTfY DQ HOHPHQW RERERLQD QUKDWHLP Q OIIRL W
a study of @smond Morris and have picked up some tips from body language. | think there is a lot to be
saidfor Body Languaget LW GRHVQMIW JLYH \RX WKH ZKROH SLFWXUH LWV

There are tells or tics that you can notice about people, particularth RfXTfYH DXGLWHG WKHP |
certainly crossing their arms, leaning backwards, crossing their legs, are signs of defensiveness and
leaning forward is more a sign of being engaged. If you actually gather that [information] then you can

use itto your GYDQWDJH 0 \RXYYH JRW VRPHRQH ZKRTV QRW LQWHL
WKHP LQ RU DGRSW D JHQWOHU VWUDWHJ\ , ] \RX KDYH VRPHR
them talk.

| think | do do it [ie, use bodnguageas a bol].. | do it all the time. | think that all good auditors do
LW AXDQWLI\LQJ QRW LQ WHUPV RI WR « EXW \RX FRXO
VRPHRQH LV DFWXDOO\ WHOOLQJ WKH WUXWK DhQn@rviews itlQ N \R X
VXVSHFWV ZKR DUH DFWXDOO\ IUDXGVWHUYV DQG DV SDUW RI L
H[DPSOH LI WKH\ WHOO \RX WKDW WKH\ ZHUH JRLQJ WR UHWXU
these things and the way the quéadition comes in is how true is that? They may have genuinely
intended to return the television, or whatever, but over time they were too embarrassed to or perhaps
WKH\ QHYHU LQWHQGHG WR 6R WKH\fUH QRW WHWXIHQYYWKKD® W
WZR \HDUV QRZ +RZHYHU WKH\ PD\ KDYH LQWHQGHG WR UHW
PRWLYDWLRQ DQG PRUDOLW\"

These results were summarisedparagrapht.4 and table4.1. The detailed interviewee

comments renforceconclusionsfrom chapter 4p91, namely that:

x The key element in body language observed by an auditor was an auditee's eyes. Poor

eye contact, especially, caused suspicion.

x Only four interviewees (with six types of audit experience between thaichXlsat it
was important that two or more elements of body language should be considered if
meaningful information about the auditee was to be sought. This indicates that more

training in body language is required.
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Wse of Neuro Linguistic Programmng (NLP) 1

One interviewee makes use of NLP:

X 37KH ZLOOLQJQHVV WR HQJDJH >LV WKH PRVW LPSRUWDQW HOH

ZKRYV ZLOOLQJ WR ORRN DW \RX 7R WDON WR \RX WR QRW FR
mannerisms which, if you read too much in it with the whole body language thikgK FDQ VD\ pWR
IUDXGVWHUY EXW , WKLQN \RX KDYH WR VHW VRPH RI WKHP
actually looking to the left, looking to the right [ie, Nkl®» LWV DOO DERXW PDNLQJ
RSSRVHG WR UHFDOOLQJ LW IURP PHPRU\ 7TKDW ZDV WDXJK
VRPHWKLQJ WKDW , IRFXV LQ RQ’

NLP has not been considered in this research, but its application to audit intervidivs cou
well be a fruitful subject for further work. | would argue that for auditors to use NLP
effectively, they must study the subject in depth, but not until after they have received
appropriate training imore basidody language This ishas been notechiChapter 7 as

anareafor future research

Cultural Considerations

Finally, there were only two interviewees who identified that body language varies
EHFDXVH RI DQ LQGLYLGXDOYTV QDWLYH FRXQWU\ FXOW

X 37KH\ >WKH )UHQ F Ke@pdn Wwith the{rbidyPdguage. They tend to use their hands a lot
more in my experience, but their management style generally is very different. My impression is that
WKHUH VHHPVY WR EH D ORW PRUH DFW QRZ DQ6&aGuhthaHdblPH QH ZK
VR FDQYW UHDOO\ VHH WKHLU IHHW 7KH\fUH YHU\ ELJ ZLWK W
QHUYRXV &RQFHUQ LI WKH\ ZRQfW PDNH H\H FRQWDFW DW DOC

X 3,Q $VLD WKH\ WHQG WR DJUHH ZLWK Haydihst\it\sK thexyd defiritdlQand/ K R X J
FXOWXUDO WKLQJV’

x 31R , GRQTW WKLQN WKDW LV YDOLG >WR JXHVV SHRSOHYV EF
think that if you are auditing in a different country you have to be aware of the differencef| aad

working in the Ukraine, then | would keep a completely open viewpoint until | amassed a body of
NQRZOHGJIH"
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This research has excluded the examination of the body language -o&tin British

people, but it is important to note that when ekphay, studying or training auditors to
consider body language as an audit tool, it must be remembered that body language varies
between cultures. In this mubkthnic world, this area demands further consideration, and

is recommended assabject br futureresearchsee chapter7

To conclude:aXGLWRUYV DUH LQ GDQJHU RI puD OLWWOH O
concerned. If this results in false accusations or unnecessary extra audit work, it is worse
than useless. However, if the interpretation efiypolanguage, albeit in an amateur way,
makes audits more effective or has the potential to do so, then it is a worthwhile tool as
part of behavioural auditing in general, and one that can/should be developed.

Potential development is through trainingdaor experience. This, together with two

possible dect benefits, is discussanmediatelybelow.

fIraining received in body languagef

| asked interviewees what specific training they had had in body language. Their replies

identified that little taining had beereceivedand the recognition by the interviewees that

a little knowledge is a dangerous thing. Some interviewees stated that training was more
important than experience, others the opposite. | have grouped the feedback about how
much bog language the interviewees had had into four:

7TKH pPQRQHYT JURXS ZKLFK DSSOLHG WR WKH PDMRUI
no comment.

X %1R 1RQH ZKDWHYHU 1RW WKDW , FDQ WKLQN RI”

x 31R" >$QVZHU UHFHLYHG E\ PDQ\ LQWHUYLHZHHV @

x 3, KDYVDWRRQH 7TKDWTV EHFDXVH , KDYH RQO\ D YHU\ UXGLPHC
GRQTW UHDOO\ NQRZ HQRXJK DERXW LW 6R ZKDW , GR LV WU\ \

7KH pVRPHY JURXS
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S, WITV WKURXJK H[SHULHQFH DsRipct) Bt hée Qidg islif For Rave/arRapdiidek H
they will typically spend the whole of the interview sitting back with their arms crossed. The time when
they change their posture is the time when they are changing their viewpoint and that viewgdiet ma
PRUH ZDUPO\ HPEUDFLQJ ZKDW \RX DUH VD\LQJ RU LW PLJKW EH

33XUHO\ IURP 79 ,YP DZDUH WKDW WKHUH DUH FHUWDLQ WKLQJV
KDG DQ\ IRUPDO WUDLQLQJ”

3<HY,YG OLNH oV RlyWhEMI€de &f body language is fairly limited fYH UHDG D FRXS
books which have included sections about body languad®VVHUWLYHQHVY ORRNLQJ D)\
charge of a particular area, that sort of thing. So, | would use it in tyiRg GHWHUPLQH LI VRF
KLGLQJ VRPHWKLQJ ,I WKH\fUH TXLWH RSHQ DQG FRPIRUWDEO|
WKH\fUH GRLQJ LI WKH\ KDYH DQ RSHQ GRRU SROLF\ DQG DUH
On the other hand, some ReSOH DUH TXLWH NHHQ WR ZKLVN \RX WKURXJK V

3'HSHQGVY ZKDW \RX PHDQ E\ WUDLQLQJ > IfYH@ 'RQH LQWHUYI
%XW WKH WUDLQLQJ WKDW , ZRXOG VD\ ,fY HtHnk thatlavdithgSSH U L H Q |
one of those unique jobs where you spend a lot of time talking to people. And therefore you spend a lot
of time looking at people, listening to them, watching their body language, falling out with them,
arguing with them, beinthreatened by them. Over the years. And you do build up expertise. Whether
RU QRW LW PDNHV \RX DQ H[SHUW RU QRW LV IRU VRPHRQH HOV

36RPH RI XV >([WHUQDO $XGLWRUV@ K BnoHnec&Surily HddyNdhguagey R | W
but certanSHRSOHYV PDQQHULVPV WKRXJKW SURFHVVHV ,QWHUYL

Those that said they had training could not refer to any specificlaodyage courses.

My overall finding was that what training had been received was haphazard and not to any

guantifiable tandard.

X

X

X

7TKH p, WKLQN LW ZRXOG EH XVHIXOY JURXS DQG RQ

3, ZRXOGQMTW UXOH LW RXW 7KH RQO\ FRQFHUQ , KDYH DERXW
somebody has some sort of body language, that you therasecmur audit sample. Some people
>DXGLWHHV@ FDQ EH TXLHWHU FDQITW WKH\"’

3, WKLQN WKDW DQ\WKLQJ WKDW \RX GR LQ WHUPV RI WUDLQLQ.
really a substitute for the appropriate technical qualifications amhing that you undertake. | think
that they [SofterVNLOOV FRXUVHV@ DUH XVHIXO DGGLWLRQV’

3, WKLQN >ERG\ ODQJXDJH EHKDYLRXUDO DXGLWLQJ LV@ LQVYV
WUDLQLQJ ZRXOG LPSURYH LW~

And (4), perhaps inevitablpne interviewee was against any training.

X

3, WKLQN WKDW WUDLQLQJ ZRXOG KLQGHU \RX LQ VRPH ZD\V EH
\RX ZHUH GRLQJ DOO WKH WLPH , WKLQN LWV D SHUVRQDO
KDYH@TWRPH ZD\V , WKLQN \RXTYH JRW WR KDYH LW WR VWDU\
that if you find it very difficult to communicate with people, you never really understand the way they
DUH ««’
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| think this last quotation is a shesighted, perhaps arrogant response, as it assumes that
some auditors have no inherent communications skillsttzagifor those,training would

be a waste of time.

| have listed below the responses made by those interviewees who itemised what training

they had received on body language, and | noted, in bold, the courses that they attended.

x 3:HOO , GLG ZKHQ , ZDV VWXG\LQJ DQG , 1Y HA EhdtHtQueR@QsON bfD L Q L G
interpersonal skills and reading of other people and how you dothiat and the other, but nothing
VSHFLILF DERXW EHKDYLRXUDO DXGLWLQJ DQG ZKDW \RX VKRX

about qualifications+tthe intervievee left school at 16 and then trained and obtained the MIIA exams
when working as aauditor. Received MIIA in 1998/9.]

X 3¥<HV LW ZDV SDUW RIAWEKHVIOODEXV RI WKH

X 36RPH WUDLQLQJ \HV BUREDEO\ WKRXJK « , WhbFdrkonti®m W U D L (
specialised in interviewing people, and interviewing witnesses, atekdhcriminals, and when they
were training us on the PACE they also included some Behavioural and Listening together, to show
KRZ \RX FRXOG XVH WKDW WR \RXU DGYDQWDJH FHUWDLQO\ LQ

X B3<HV /IRQJ ORQJ DJR ZKHQ Depabrient & Uhd IEQuirorDndhttihé kKvery first
introduction to management training talked about body language. At my next employer, in the mid
QLQHWLHYV ZH ZHUH H[SRVHG WR VRPH WUDLQLQJ « KH ZDV H[V
me think thathie words used are only 10% of the message, you get about 20% in the tone, and the rest
RI LW LQ WKH ERG\ ODQJXDJH’

X 3 ,fYH EHHQ RQ FRXUVHV WKDW KDYH LaDEDetsByvGichindlide®iff QJ LQ
the candidate is showing signs of dnk W\ VFUDWFKLQJ RU WRXFKLQJ WKHLU IDF

x 3, WKLQN \RX KDYH WR JR WKURXJK WUDLQLQJ $QG WKHQ H[SHL
you need training inhowto do-ipROLFH DQG YDULRXV RWKHU DJHQFLHV’

x 3%:H KDYH GmR@di Within this Chartered Accountancy]LUP WKRXJK ,uYH HVFDS
«DQG LWYIV LQYROYHG ZLWK WKH ZD\ SHRSOH LQWHUDFW ERWK
, KDYH EHHQ LQYROYHG LQ GHWDLO ZLWK WKH ,,$TV O
also have a good knowledge of their training programmes. | do not believe that they
provide any substantive training in body language whatever. | do note those interviewees
that had been trained by specialist people, eg: an ex MI5 officer, were,suppusingly,
those that showed the most understanding of body language. | do suspect that there is
much scope for training to be provided by this calibre of trainer. These results are also

supported by my initial proposition J, see chaptgra2agrapl?.2.5.
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To conclude auditors have received little training in body language. With the exception
of courses provided by formal fraud investigators, those courses highlighted by

interviewees as progling body language training usuaflyovide very superficigraining.

Courses mentioned by external auditors were often linked with potentially understanding
the needs of clients. | would suggest that these courses are not to improve audit skills
specifically, but are more to highlight the potential needs eir thlients, and thus a
business opportunity for themselves.

The inevitable conclusion is that if and as auditors are encouraged to use body language,
there is a market opportunity to develop and properly provide detailed courses to train
auditors abouthe skills and techniques of the practical use of body language to their
work.

5.7.2 Was the potential scope and/or depth of planned audits altered by input
received by the interpretation of body language?

| posed the following scenario to the intervess:

x If, during an initial discussion with a line manager about a proposed audit, the auditor
had concern about what he and/or his team would find because of their interpretation
RI WKH DXGLWHHYV ERG\ ODQJXDJH ZRXOfréd’ KH VFR!

, QWHUYLHZHHY GLVSOD\HG WKUHH FKRLFHV RI UHDFW
ZRUNY RU pOD\EH , ZRXOG DOWHU WKH DPRXQW RI ZRLU
ZRUNY (DFK LV FRQVLGHUHG LQ WXUQ \EMBRZhemm G WK
change to the maximum change of aypdiin/scope/work.

7KH plRY LQWa&duhat- HZHHV

X 3 GRQYW NQRZ ZKHWKHU ZH ZRXOG W ZRX0OG GHSHQG RQ WK
if you were forming an audit condion on that paticular process, gu need a certain testing strategy
+and you would need to do thatand | think it would be certainly a dangerous avenue to go down to
vVD\ WKDW P\ WHVWLQJ VWUDWHI\ LV JRLQJ WR UHO\ RQ P\ YLF
Because, if you were asked to sayK\ GLGQIW \RX GR DOO \RXU DXGLW WHVYV
FKDS ZzDV D JRRG FKDS VR , GwhydfowoWiK & Qthnore@vbrktGad GormaRy R U
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X

GHHPHG QHFHVVDU\ H:HOO KHGO@WYW O HNM B\DKGH [FHX\W LRQJIJKLYV M
FXWV DQ\ LFH -~

S1IRWvVBWKNEIRI ZRUN , GRQTW WKLQN , GRQTW WKLQN, WARDQNG, 98
have to have some badk proof. So | think from the initial meeting not & Yeould come from that

except whether or not | thought we were going to gedgmration or not. | think that would be the

main thing to come from that initial meeting. | think other than that your sort of perception of how
much work you would need to dmuld then come from other discussions with the rest of the members

of the team or looking at documentation, whatever. But | think it would be a mistake to try and base the
work that you do on something if you judged it just by your initial assessmsamebody. As you
NQRZ LQLWLDO DVVHVVPHQWYV PD\ EH WRWDOO\ ZURQJ’

These two replies hint that it would be dangerous to move away from tisetpasidit

plan. Ifind this attitude alarming as it rates mechanisation over professional assessment.

32XURAUN LV EDVHG RQ VWDWLVWLFDO VDPSOH VL]HV , GRQTW V
DVVHVVPHQW RI VRPHRQHTIV RU P\ YLHZ RI VRPHERG\TV EHK
amount of audit work | feel that | would need to do to gainagmweropriate evidence in terms of audit
conclusions. | think by understanding of behaviour you can perhaps get the information that you require
SHUKDSV PXFK PRUH HDVLO\ EXWscope Rr&astrict/tkid @priduwd 2stind W Z R
thatyouZRXOG GR’

For me, this answer rates statistical sampling as the key factor. Again, | find this attitude

alarming as it continues to rate mechanisation over professional assessment.

x

3, WKLQN WKDW WKHUH LV DQ DJUHH Ga 2RewXaRd\éo ke @) Way lisQd- W L D
justify why you are spending more time and so | would build something extra in more formally if it was
YHU\ REYLRXV RU LI VRPHERG\ ZzDV EHLQJ REVWUXFWLYH % XW
you hormalo\ ZRXOG~

37KH\ DOzZD\V ZzDQW PRUH GD\V ~

3, WKLQN R &itdthEdry K ¥unds as if one certainly should. 1 think if one got to meet an
individual and was worried about the integrity that he had, then | guess the first question is whether one
woulG WDNH RQ WKH DXGLW <&« QouNray ndt Hawe WhaSIaxny; dnd cétadnly there

have been instances where one has been concerned about clients and done extdheraks an

element of that. | think that the behavioural aspects asnaftipported by other things as well which

for example, turnover of staff, perhaps difficulties in subsidiatie$iere you see other things that may

QRW QHFHVVDULO\ LPSDFW RQ WKH DXGLW EXW ZLOO LPSDFW R

1R BUREDEO\ EHFDXVH , KDYH WR SODQ RXW WKH QXPEHU RI
that in the first instance, but it would only be as a walk through. If | felt that the information that | was
EHLQJ JLYHQ LQ WKH ILUYV Wit8rotheR HwaUi\ignk WatA RvBuldChavartddelve
GHHSHU LQWR WKLV DQG FRQVLGHU LQWHUYLHZLQJ RWKHU SHR

31RW LQLWLDOO\V QR %XW KDYLQJ VDLG WKDW ZRXOG PDNH
Sometimes people acagey at the start of an auditperhaps because they had a bad experience of

DXGLW EHIRUH VR \RX JLYH WKHP WKH EHQHILW RI WKH GRXEW
REVWUXFWLYH WKHQ , PLJKW DOWHU WKH VXEVHTXHQW VFRSH’
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These five answes raise the issue of audit time and, thus, budgetary constraints. As such,
| would suggest that a modification in the audit plan might be able to meet the concerns of

the auditor without exceeding time constraints.

7KH pHOD\EHY L QsAidHtheY LHZHHV

x *1R , ZRXOGQTW DOWHU WKH VFRSH WKRXJK , ZRXOG SHUKDSYV
HIWHQG WKH VDPSOH VL]H"

x 33UREDEO\ QRW QR %HFDXVH \RX KDYH WR KDYH ILUP IDFWV
they might like to spenghore time looking at certain areas, so we perhaps do bias the structure of the
ZRUN EXW GRFXPHQWLQJ WKDW ZLOO SUREDEO\ QRW EH WKH W

x 3, WKLQN WKHUHYV DOzZD\V D SRWH QyWdiubeQve areBUEHicpM ddafadexsG L W R
SR , GR WKLQN WKDW LI VRPHERG\YfV VWHHULQJ \RX DZD\ IURP V
PLIKW QRW QHFHVVDULO\ ZDQW WR FKDQJH WKH VFRSH EXW \RX

These three answers accept that an increase in aodi mvay be justified + they
cautiously say a little more work should, perhaps, be carried out. | argue that if,

pragmatically, more audit work is required, it should definitely be carried out.

7ZR IXUWKHU pPD\EHY LQWHUYLHZHH UHVSRQVHV ZHUH

X 3, WK MmQWd depend on what | was looking at. Because using a risk based approach, and if it [the
potential problem] is at the lower risk end, we would limit the amount of time we would spend. If it was
in an area where there is potential to get critical sfgr@int issues, we would definitely look at the scope
of that, try and understand where the person is coming from, probe a bit more and we may try and
VSHQG VRPH PRUH WLPH RQ WKDW’

x 3, ZRXOGQTW VD\ , DOWHU WKH VFRSH WKRXidKethilFavcedamO\ , ZF
sections of the audit file which | consider risky because of the type of work or what they are trying to
achieve, so the answer to that must be ayesGR WDLORU WKH SURJUDPPH« , KD
overall materiality leel. | then can tailor (that level) down if | consider this may be a risky area, for
H[DPSOH LI, KDYH QRW KDG VXIILFLHQW DQVZHUV LQ WKH SDV\

| considered that these two answers are appropriately prageiatibere are prolems,
will those potential problems be of a (potential) risk to the company, and if so how

significant is that risR In addition:

x %, ZRXOGQYW QHFHVVDULO\ DW WKDW VWDJH DGMXVW WKH OHQJ
if | had very SWURQJ VXVSLFLRQV WKDW , ZDV EHLQJ IHG D ORDG RI
ZD\ WKDW , ZDV JRLQJ WR JR DERXW LW’
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x %H ZRXOG FRPH DERXW LW LQ GLITHUHQW ZD\V 6R ZH ZRXOG W
whatever the issues id/hat | generally find is that you would come across something that is on one of
those other routes that will allow you to go back, and not necessarily undermine the individual but just

H[SORUH IXUWKHU [ RU\ RU ]’

X 3 W FDQ KDSSHQ LQ FARUWDIUREDBOV QRW WKH VL]IH EXW WKH IF
we are committed to the scope of the audit, so we might do is alter our focus on one aspect of the scope.
If I had a [major] concern | would go back to the audit committee, and askeiRUH WLPH@ WR H]J

X 3, WKLQN pPRUHY LV yduKktdy ZhaRg® theZdtls®f your audit work, but in theory the
reason you would be doing the audit was because you were trying to fill in a particular piece of the
assurance puzzle, and thenefoyou would do it regardless of the sort of information that you were
getting back. But it might mean that you would have to approach the continued work in a different way
EHFDXVH \RX ZHUHQITW JHWWLQJ D VDWLVIDFWRU\ RXWFRPH"’

7TKHVH ILQDO IRXWHWWYIIODHEHIDDRVQ SUDJPDWLF OHWTV I

audit in a different way.

For completeness, | have also noted these three interesting buto{catdgorise

responses.

X 3$JDLQ WKDWITV DOO DnpBriXwWith Gddiy tuSidnens.Q JikeD toUnvolve them in
GHWHUPLQLQJ WKH VFRSH«« %XW , DOZD\YGRDYMWKMMR KDYH BV
JLYHQ D OLPLWHG VFRSH EHFDXVH WKHUHYfV VvRBR DWHD BIXHNVC
WR WKDW MXGJHP HQdNo Dsé 2 Is@ndard opaivdddlscope. If | have a real issue, and
ZH FDQTW DJUHH WKH VFRSH , KDYH WR JR WR WKH &KDLUPDAC
[Interviewee was an audit consultant]

X 36RPHWLPHV ,W DOVR PD\ GHSHfQMey Raye ¥ snthll BusiDass bld EnArL R Q V
DVSLUDWLRQV DUH WKDW LWV QRZ JRLQJ W/ EH W KELQNE XW i § H/
WKDW LWTV JRLQJ UDWKHU WKDQ ZKHUH LW LV’

Xx 3, ZRXOG EH XQFRPIRUWDEOH OH D Mgy initd knDhY fidtp@adcewW | thinkMtK W K L
probably would DFWXDOO\ 7KRXJK ,fYH QHYHU KDG WKDW H[SHULHQF
has concealed information or withheld information or has been economical with information, it just
KDVQIWHGEBEQHQ H[SHULHQFH"

7KH p<HVY DQKBRMHWSOLW WKH DQVZHUV IURP WKH p\l
DXGLW ZRUNY LOQWHUYLHZHHV LQWR WZR JURXSV D V
work. This perhaps reflects the confidence theruntgvees had in the usefulness of a
body language assessment of the auditee.
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Small increase

X 3, ZRXOG KDYH WKRXJKW VR \HV I \RX I[HOW WKDW ZKHQ PHH\
ZHUHQTW PD\EH RQ WKH VWUDLJKNMVDRX QRXORSZ E W KHKQ RELYQ R
WR GR HQRXJK ZRUN WR PLWLJDWH WKDW ULVN"

X 3<HV \RX ZRXOG , WKLQN LW ZRXOG KHOS \RX WR GHWHUPLQH
with the statistical sample size or anything that that. But gdytavhen trying to scope, scope a piece
of work or indeed a plan, it would give you a few indicators, certainly during the consultation process,
WKDW \RX FRXOG XVH ZKHQ GUDZLQJ XS WKH SODQ°

Large increase

X 3<HV ORVW GHILQLWHO\ VR’

x 32K ZH GRHI the KrbeWWWe always discuss how the initial meeting went and we work out if we do
QHHG PRUH WLPH ZH GR GLVFXVV :H GR WKDW TXLWH RIWHQ '

X 3<HV EHFDXVH }Ro¥ have & gt @&iZthis is whether you have a etit who wants to get
WKLQJV ULJKW RU QRW~’

Xx 3, ZRXOG VvD\ \HV TXLWH IUHTXHQWO\ &HUWDLQO\ EHIRUH ZH
would meet with the Chair of the Board, the Chief Executive, probably the Head of Finance, the
TreasureraswHOO $QG FHUWDLQO\ GXULQJ WKRVH WLPHV ZKHQ \RX
determine where you should concentrate efforts, you would be conscious of how people are reacting to
the comments or questions. | would say, specifically with reldagocarrying out the work, when
\RXTUH LQWHUYLHZLQJ SHRSOH \RX ZRXOG EH ORRNLQJ IRU WKFR

Two interviewees expanded the debate on this question. Their views are also given below

as they do reflect issues that are considered at a pidetiea

X 3, ZRXOG OLNH WR ORRN DW WKLY PRUH FORVHO\ EHFDXVH WKH.I
Things like getting woolly answers [from auditees], not getting concrete answers, not getting complete
answers. Things like somebody not kimgwwvhat | would expect them to know. If | have limited prima
IDFLH FRQILGHQFH LQ WKLV SHUVRQ %XW , GRQTW UHO\ RQ JX
LV VRPH HYLGHQFH WKHUH WR VD\ ZKHWKHU W Khethesidde®RQ TV |
they have got some limitations to their competence.

, GRQIW FRPH WR FRQFOXVLRQWVRYRPBE GKW I1RDWRHWKGH&KLHI ([
ZRXOG JLYH PH FRQFHUQ EXW LW ZRXOGQYW JLY¢toPiHake @\ SK\V
recommendation.

We would use that [statistical sampling] all the tirtur judgement to select the sample that we

might take, rather than using full blown statistical techniques.

The decision tree should bavhat is the process, what are theocedures, what are tlgewhere are

they, etc, and then it should be how are we going to take a sample there. Then it will usually be a small
VDPSOH EDVHG RQ WKH DXGLWRUYV H[SHULHQFH DQG WKH WLPI
Maybe [l would authorise MWW HDP WR H[SDQG WKH VFRSH@ , KDYHQTW JF
RQ WKH H[SHULHQFH DQG LQWHOOLJHQFH RI WKH DXGLWRU"

X 37KH HDV\ DQG REYLRXV DQVZHU LV WR VD\ \HV  %XW , GRQTW '
your assurance propdfn to have integrity, you have to say at the outset that in order for me to
SURYLGH DQ DVVXUDQFH WKDWYV JRW LQWHJULW\ FRPSOHWHC
about the organisation. In order to know these things, | would have hamwmik there, there, there,
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HWF $V VRRQ DV VRPHWKLQJ FRPHV XS WKDW FKDOOHQJHV ZK
just look at that one thing in isolation, you have to look at the rest of the picture as well. Because as
soon as it says WDW \RX ZHUH DVVXPLQJ \RX QHHGHG WR NQRZ WR S
REYLRXV DQG HDV\ DQVZHU EXW LWYV QRW WKDW VLPSOH’

All the findings in this paragraph were common to the three audit disciplines; internal,
consultancy and external. Althougdte different disciplines may have different goals at

the end of their work (Internal, an internal report; Consultancy, a report to their
MSD\PDVWHUVY ZLWKLQ WKH FRPSDQ\ DXGLWHG ([WHU
this degree of commonality wabased on the common role of auditor, namely, to identify

problems and inefficiencies within a company.

Overall, | found these results both disappointing and encouraging; disappointing in that
they imply that some auditors do not have enough faith im tlee of body language
techniques to make positive changes at the start of an audit; but encouraging in that some
auditors do. It is acknowledged that auditors may be constrained by time and/or budget
not to alter their plans, but, for me, this seemstantially shorsighted course of action.

| do note that some of the interviewees altered the slant of werkaps giving more
emphasis tareas that they feel might have problems as a result of the initial interview
with the line manager, and lessdthers, but this change is not especially due to their
VFLHQWLILF LQWHUSUHWDWLRQ RI WKH DXGLWHHTV ER

One further issue may be that to make any significant alterations to proposed audit plans
after an initial interview based oD K X Q F Kméihdrig \dbe¥ Rot seem correct in that

L Q W H Unvaly M/&l not be considered an adequate enough reason. Heads of audit, line
directors and others may be uncomfortable in accepting such an explanation for a change

of plans.

| therefore conclude that theuccessful application of behavioural auditing techniques,
LQFOXGLQJ ERG\ ODQJXDJH ZLOO LGHQWLI\ SUREOH
HITHFWLYHQHVY DQG WKHQ WKDW puVXFFHVV ZLOO EUH

better training in bodyanguage techniques for auditors and to quantify better the reasons
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why an auditor identified a problem; statistical analysis, audit testing;aftip hunch

(ie, audit nose), or a combination of all of these.

5.8 Behavioural auditing and the identification of fraud

Of those auditors whose interpretation of body language caused them to suspect that the
auditee was guilty of fraud, a subsequent investigation proved that, in a high percentage of
cases, their suspicions were correct (geaph4.8.1 andtable 4.7. Perhaps bizarrely,
perhaps otherwise, a high proportion of those interviewees who used behavioural auditing
/ body language potentially to identify fraud, were from a Celtic background. This

VWDWLVWLFDO p&HOWLF |leQoGnmngedt] ltimay Qdran aréa farLftukeR X W
research.

Extracts from the feedback that | received are given below. They illustrate that some
interviewees do find fraud through their application of behavioural auditing techniques, as
well as doubts voiced bytlers.

X 31RW WKDW , FDQ WKLQN RI’

x 31R &HUWDLQO\ QRW IUDXG 7TKRXJK LW KDV LGHQWLILHG VRI
were led to believe. More about the framework in an organisation that can lead to fraud if something is
D ELW ODJ[’

X 37KHUHYYH EHHQ LQVWDQFHV ZKHUH \RX JHW DQ LQVWDQW GLV
They have seemed perhaps quite cagdkieir arms crossed, leaning away, nervous appearatice
looking around £furtive. In terms of identification of fraudhere has been an instance where | was
TXHU\LQJ D SDUWLFXODU KDSSHQLQJ DQG , MXVW ZRQGHUHG L
ODQJXDJH OHG PH WR EHOLHYH WKDW SHUKDSV LW ZDVQTW VW
have been. ISEVHTXHQWO\ KDQGHG LW RYHU WR RXU IUDXG WHDP~

X 3:HOO \RX FDQ WHOO D ORW IURP WKHLU ERG\ ODQJXDJH REYLT
OHDUQW WR XVH ERG\ ODQJXDJH DV DQ LQGLFDWRU««, WKLQN L
first giveaway almost, because its their reaction to you when you come in. You can usually tell whether
RU QRW WKH\TUH WK LlaQNed@D X AN RRIG RWYIVSK JUHDW ZHTUH J
LQWHUDFWLRQ KHUH °~ R UhenknipVedor fidin the€ Gnd IMhIKK y@INcdnWell When
SHRSOH GRQTW UHDOO\ ZDQW WR HQJDJH ZLWK \RX 3HRSOH W
DW \RX DQG DOVR RXW WKH ZLQGRZ $QG ZKHQ SHRS8OAAdDUHQT
GR VRPHWKLQJ ZLWK WKHLU KDQGV XVXDOOV\’
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X B3<HV >P\ LQVWLQFWY GLG FD X M\ypePivestidatidhd K NH [hovfratdl) The) D X G
majority of instances where that has been the case has been in more a caspretsgalftion stare
7KH\ KDYHQIW GRQH DQ\WKLQJ ZURQJ WKH\ MXVW KDYHQIW GR

Xx 3, WKLQN LW >EHKDYLRXUDO DXGLWLQJ ERG\ ODQJXDJH@ ZRX
kind of arena. Though in our company, audit do not investigate frawee have a specialist fraud
department. | think clearly that there is very strong evidence to support thatdkiW vV WKH W\SH R
WKDW SROLFH XVH ,fP VXUH WKDW LWV VRPHWKLQJ WKDW SFH
things like insuraneid FODLPV WKHUHTV D ZKROH UDIW RI QHZ WHFKQRO
DQG VWXIlI OLNH WKDW LQ W Kwe thep \dixcudseq pirbnke /&tetd idd tan idérityw H
from the timbre of the voice if a person may or may not be angyv@rsurance quotation questi®n

WUXWKIXOO\’

X 3<HV WKHUH LV RQH >DXGLW@ LQ SDUWLFXODU $ FXUUHQW H|]
because of confidentiality.

X 3<H¥YLW MXVW GLGQTW IHHO ULJKW >$XG aWatlR Jike@ about th[D P SO +
particular situation.

Xx 3, 9YYH GRQH VHYHUDO RI WKRVH >ZKHQ@ , WKRXJKW D SHUVRQ
an inordinate amount of time proving that there was nothing wrong. One person | was thinking of was
on nedication, so he did not blink and he just gave a veiged fixed stare, and he gave me his message
DQG , ZDVQTW EHOLHYLQJ LW
Having said that, | interviewed a person and when | touched onto overtime, the person | was
interviewing just froze. That pswn was not on the sample for overtime, but because of her reaction, |
included her in the sample. [we then discussed the supporting controls not run correctly by management
to highlight and correct this before the problems arose.] But definitely ircétsis the body language
RI WKH LQWHUYLHZHH FKDQJHG”

X 3,W ZDV ERWK >VWDWLVWLFDO DQD@aiguagé It @& iksthiktviiichiRwas DO D
corroborated by the hard evidence. If we feel that instinctively something is wrong at a branclyevhen
FRPH EDFN >WR +4@ ZH GR IXUWKHU LQYHVWLJDWLRQ ZKLFK SU

X In answer to my question: In your opinion, is there a direct correlation between your instinct and the
person who was subsequently found to be fraudlen
3<HV 7KUHH WLPHV $FWXDOO\ IRXU 7KHUH ZDV RQH WKDW , 1
ZKHWKHU LW ZDV D IUDXG RU DQ LUUHJXODULW\ DQG ZH VWLOC
yet know whether it was deliberate or amspetence. But they knew as soon as we started to talk to
WKHP WKDW WKH\ QHHGHG WR KLGH VRPHWKLQJ’

7TKHUH ZDV RQH GLVVHQWLQJ YRLFH «

Xx 3YYH RIWHQ IHOW WKDW SHRSOH DUH EHLQJ HFRQRPLFDO ZLWEk
as body langud H JRU H[DPSOH W Klldd WathdxbatWRODNCHMmSBrit&ion is body
ODQJXDJH 7TKDWTV EXQNXP I \RX WUDFH LW EDFN WR LWV R
FHQWXU\ DQG LWYTV XQVXEVWDQWL BWHitE is taleX 4s d smffidenotiutiH RQH
ZKHQ LW LV FRPSOHWHO\ QRW VR’

The overall conclusion here, however, is that there was too small a sample size of auditors
whose role included fraud identification, or who had found fraud(s), to validate adequately
these findings. As this line of my research is supportive of, but not critical to, the main
issues of what behavioural auditing is, | therefore proposertduct further, longeterm

researchio see if one can use behavioural auditing as a tool to dtgifly fraud.
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5.9 Summary and Conclusion
My summary and conclusipmhich encompaghosefrom chapter 4aregiven below

5.9.1 The use andproposeddefinition of behavioural auditing

There is misunderstanding about what behavioural auditing is and someisgeptiout
whetherit applies subjective judgementaking to the traditional, totally factuallyased,

audit process. This is countered by statements from experiand#ors whoexpressed
surprise that Was enquiring about the use of their intuitioreyttbelieved thaany good

auditor uses his intuition an®@ XGLW QRVH WR LGH®WDIW BW RBEKCOHH B Y
EHWZHHQ DQ DYHUDJH DQG D JRRG DXGLWRU”’

These misunderstandingan best be overcome by providing training which is based on a
clear, god definition of behavioural auditing.isThe recommended definitias:

X 7TKH LGHQWLILFDWLRQ RI LVVXHV ZKLFK LPSDFW RQ
observation of staff behaviour, ardr

x The audit of a department in which the behavioural attitesl of staff in that
department are critical to customer perception of their organisation.

5.9.2 The use of body language as a part of behavioural auditing

The interpretation of dxy language, which is both a science in its own right and a tool to

be used by alitors, can help behavioural auditing. However, although the use of body
language is recommended in audit textbooks, little effective training is provided for
auditors on the use of bodgnguage and there is a danger that they may be tempted to
apply hdf-learnt theory to their practical audit work. There is a need and, indeed, a good
potential busine¥ RSSRUWXQLW\ WR SUR YN GIHV AR G \FRXQ YXD/J |

5.9.3 Can the interpretation of body language assist in the potential identification of
fraud?

Within behavioural auditingthe interpretation dbodylanguages, potentially,a helpful

tool in identifying fraud.

Finally, the results of my further research irio body languageare given in chapter 6.
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Chapter 6  Behavioural auditing - analysis of a practical application

6.1 Introduction

One of my key propositions is that auditors who are trained in behavioural auditing can
identify those auditees who provide incomplete or dishonest information more effectively.

| have already identified thatW KH REVHUYDWLRQ RI DQ DXGLWHHTIV
application of behavioural auditing, and, in paragsspb.1 to 3.5.3, | suggested ways of

testing this proposition:

X Three separate but identically set up workshops designed and led by angself
supported by two actors. Different scenarios will be presented to the population
who attend the workshop. These will both inform and train the attendees about the
body language that might be used by fraudsters. It is prdptserun the

workshops aCass

X Written questionnaires and oral feedbacks by the attendees during and immediately

after each of the workshops.

The aim is to run up to three small workshops. Each will comprise J(@idryears
experience), Middl€2 - 5 years experience), aEnior staff (t 5 years experience). If
possible, to have a bias of, say, internal auditors in workshop 1, students/

academics/institute staff in workshop 2, and external auditors/consultants in workshop 3.

| then proposeé to present six virtually iddital 5minute (maximum) scenarios to
DWWHQGHHYV 7ZR DFWRUV DFWRU p$Y WKH pILQDQFH
SUHVHQW WKH VFHQDULRYV $FWRU p$9Y LV DQVZHULQJ -
display that the auditor does maispect a fraud, and the oral answers in themselves give

no indication that a fraud might exist. The actors will use the same words, and the same
LOQWRQDWLRQ RI WKRVH ZRUGV IURP RQH VFHQDULR

different levels of fraudiNon-existentSome orL ots.
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6.1.1 Script

| wrote a script based on a fraudulent accounts payable manager (APM) who | met as a
practising internal audit manager. The script illustrated a-twagding APM who had

been doing the job for many years, witth being especially supervised or having had
effective audit review before. In this fictitious scenario, the APM initially wrote the
Accounts Payable computer system some ten years earlier and thus knew that it was easy
to create false creditors and tobbNH SD\PHQWV WR WKHVH pFUHGL\
pocketing an extra income of some £10k pa. He was aided by one of his colleagues in the
department, who was also his girlfriend (although this relationship was not known by the

auditor).

| found that ascript that ran for a little over four minutes covered all the points that |
wanted to make, and that this could conveniently enable the observers to answer a round
number of questions. The final script, which requires exaatgnty answers from the

audtee, and is highlighted in grey below for clarityas:

Auditor #David Brown (Q) Interviewee +Gary Smith (A)

Q Good afternoon Mr Smith. Gary? My name is David Brown and, as | hope your
PDQDJHU KDV PHQWLRQHG WKDW Z petHhéfinahce\ L Q J
department.

A.1 Yes, he has mentioned it.

Q 1RZ ,fYH MXVW D IHZ LQWURGXFWRU\ TXHVWLRQV
| believe you manage the accounts payable secti®that correct?

A.2 Yes.

Q So would you pleasetetPH WKH V\VWHP IRU PDNLQJ SD\PHQW
creditors.

A.3 Well, its very simple really; |1 get an invoice in the internal post from a line
PDQDJHU ZKRfV VLIQHG DQG GDWHG WKH LQYRLFH
WKH FUHGLWRUSW Q\BPNT RRRPASKHWHU VI\VWHP DQG
address are correct, | type into the system the amount to pay, the correct allocation
code - the manager also writes that on the inveicd QG WKHQ , SUHVV V
button. The computer give a sixgdicode- ZH FDOO LW WKH pu3D\ &R G|
ZULWH RQWR WKH LQYRLFH 7TKHQ , SXW WKH SDLC
really.

Q Do line managers date their requests for you to pay the invoices?
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A4

A5

A.6

A7

A.9

A.10

A1l

A.12

A.13

Oh yes, always. Well nearly alwaygu know how it is, some managers just
GRQTW IROORZ SURFHGXUHYV

'R \RX FKHFN WKH OLQH PDQDJHUfV VLIQDWXUH WF
Yes

Have you ever had any false signatures?

No

What would you do if you did see, or get, a signaturewaastfalse?

‘HOO , GRQTW JHW IDOVH VLIJQDWXUHYV

You see | know all the managers that sign invoices.

$QG ZKDW KDSSHQV LI \RX JHW D GXSOLFDWH LQY
sends in the same invoice twice?

Well, then the line managerould spot it and not send in the invoice

(pause)

And if the manager failed to spot it, when | typed in the same amount again, then
EasyPay would immediately send a message for me to check the previous invoice.
It gives me the pay date. My stéfé the invoices by creditor and date.

Do you get many potential duplicates?

No. Very few. | make a note of them in the red bedkoints to a book} and
then send the duplicate back to the manager.

(pause)
,WIV D YHU\ JBIRG V\VWHP UH
What happens when you get an invoice from a new creditor?

| set them up on the computer. And before you ask, my colleague, Barbara Jones
[*] makes sure that all the creditors are genuine, real address, everything.

Including VAT number?
-------- (Looks uncertain)

‘HOO WKDWYV H[FHOOHQW 1RZ ZH ERWK NQRZ WI
for the same goods twice. It might be accidental, or knowing that computer
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A.14

A.15

A.16

A.1l7

A.18

A.19

A.20

systems such as Easy Pay check these things, a supplier migha sexcdnd
invoice in for a slightly different amount. What would happen if you got two
invoices from the same supplier and for the same items but for different amounts?

We have done. There was one just a few weeks ago. One of my team spotted it
when they filed the new with the old and they brought it to my attention. | can
JLYH \RX DOO WKH GHWDLOV LI \RXYG OLNH , KD
PDQDJHU :HTYH WLIKWHQHG RXU V\WVWHPV HYHQ
invoice we have aobk at all the invoices from the same company for the previous
three months and follow up anything that seems not quite right.

7TKDWYV H[FHOOHQW «
And line managers used to make a note of how much they expected to pay to a
company, and iftoomuchY SDLG WKHQ LWV QRZ WKHLU MRE

explain why so much.

Good. Good. So are there any line areas where you think there might be
problems?

1RW UHDOO\ 6RPH PD\ EH EHWWHU WKDQ RWKHUV
SD\ ZKDW ZHfUH WROG WR

Now, is there anything else you can tell me about the computer system that you
use. | believe that this system was written in house some years ago.

[*] Yes.

You said that it checked for duplicate payments. Are anthdurchecks that it
GRHV LQ WKH VA\VWHP WKDW \RX KDYHQTW PHQWLR(

No, not really.

What happens when the systeiiasy Pay+fails? Can you make payments by a
manual cheques?

Yes. The checks on that are very tight. Any manual cheemggres a counter
signature by my director and he only does this with all the supporting paperwork in
front of him

Excellent. Well, as | said, this is just a brief introduction. What my colleagues will
do now is just have a look at a sample of the ice®paid this year.

7TKDWYfV BEOWRHUVDWKPW DV ODVW WLPH ,WfV DOzZD\V R

Thank you, Gary.
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6.1.2 Practicalities - scenarios

| asked Andrew Hill, a friend, to take the role of the auditee, Gary Smith. Andrew is a
recently retired principal ciVviservant and very experienced amateur actor who has the
practical work experience to recognise the Smith character and portray him effectively.
My wife, who teaches English to foreign company directors and politicians and also
directs plays, directed wnd also ran the camera and DVD recording equipment. | read
the oftcamera part of the auditor, David Brown. Thanks are given to Andrew Hill, to my
wife, and to the Linguarama Language School in Ditteridge, Bath, for the loan of their

equipment and these of the conference and DVD/recording facilities.

Five scenarios were found to cover the process effectively:

Scenariol *DU\ 6PLWKTV ERG\ ODQJXDJH LV DV KRQHVW D

Scenario 2 Gary Smith varies in two minor ways only; a slight pause during two
answers, se¢*] in the script above. No other changes from scenario 1.
(Copies of the script handed to the students did not include this asterisk)

Scenario3 *DU\ 6PLWKYV IDFL D @hdxdbrpastretdsHack bfleyadntact,
increased eye flickertension and overelaxation of the mouth, false
smiles, etc. No other changes from scenario 1.

Scenario4 *DU\ 6PLWKTV ERG\ PRYHPHQWYV FKDQJH OHJ
nervous hands, etc. No other changes from scenario 1.

Scenario 5 Gary Smith fully dsplays his dishonesty; body and facial movements,
hesitations, etc.

These scenarios were designed to be run in order, 1 to 5. The changes between each of th
scenarios were minor and subtle. It would be interesting to note the reaction of observers
if only scenario 5 were presented to them; in itself, would the auditee be viewed as honest

without their incrementalhgained knowledge from observing scenarios 1 to 47?
It was also interesting to note how difficult the actor playing Gary Smith found it to

change only one type of gesture without altering other gestures at the same time. Actors

inevitably act with their whole body; it may well be that considerable training or practice
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LV UHTXLUHG WR XQGR DQ DFWRUYV SUR S HxpstieNead WR D
fraudsters may have had this practice!

| found that a sixth scenario, as originally planned, would not have added anything new to
the process. | also debated whether to not show scenario 2, but kept it as it enabled the
observers to get uddo the DVDandthenfeedback process in which | was asking them

to participate.
6.1.3 Practicalities +observers
Initially | planned to show the scemas to a maximum of some 40 Catadents and audit

practitioners only. This was not practical becausthetiming of the availability of Cass
students, and also because few Casgdents had prior knowledge of audit work. In

addition, most students, potentially, were internal and not external auditors. Interviews
were therefore extended to four groupstatients:
Table 6.1
Sample sizestfeedback onscenarios
Group No. 1 Group No. 2 Group No. 3 Group No. 4
AUDITING Birmingham Glamorgan Uni.| Birmingham City CASS
EXPERIENCE City Students Uni. Students | Business Sch] TOTAL
(Yeary Uni. students Forensic Audit Block Students
Audit Day accouning Release Mgt/audit
Release
nil 12 17 1 17 47
0+ 1to 2 2 0 9 1 12
2t05 0 0 3 0 3
6to 10 1 0 2 0 3
11to0 15 1 0 0 0 1
16 and more 1 0 0 0 1
TOTAL 17 17* 15 18 67

* Of the 17 Glamorgan students, 8 la@eltic background.

Initially, and as previously noted, | intended to show these scenarios to staddfis
practising auditors. However, the practicalities of being able to show it to a viably large
group of practising auditors were immenseot orly would it be financially unviable for

a group of practising auditors to take at least an hour of their time to participate in a
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financially nereward situation for them or their company, but they would have to commit
extra cost and time to come togetirea group of at least, say, 10 participants. | therefore
went ahead with students only, but | also noted that from various studies, for exseaple
Remus(1986),Copeland Francia and Straws€t973),Bogumil and Frankli(1985) and
Ashton and Kramél980), that this is a valid approachHowever, | note that 30% of

those students did have audit experiessee table 6.1.

$VKWRQ DQG .UDPHUYYV SDSHU FRVEEBUREHYDVYRQDHOWY R
experiments. These experiments also inaluttee results of an earlier experiment by
Ashton 1973 in which he compared the results of a hypothetical payroll examination by
independent auditors and then, separately by graduate studshten and Kramar
FRQFOXGHG WKDW 3WKH Uy sikilarVioy the S HsDbjeet GrodpR E H
independent auditors and students.

Similarly, RemuV $&perfound that in his comparison of the performance of experienced
EXVLQHVV PDQDJHUV DJDLQVW EXVLQHVV VWXGHQWYV
between grXSV. LQGLFDWLQJ WKH YDOLGLW\ RI XVLQJ PD
VLPXODWLRQV RI PDQDJHULDO GHFLVLRQ PDNLQJ’

This gives comfort to the validity of only using students, whether undergraduate or at
masters level. My students were a mixture of uddeUDGXDWH DQG PDVWHU(YV

6.1.4 Timing and feedback nformation

The proposal was to run the whole session with the students in 60 minutes. The intended
format was: a brief itmoduction to the students; to theun scenario 1 and immediately
obtain written qualitative and quantitative feedback from the students; to then run
scenarios 2then3, then4, andthen5, with qualitative and quantitative feedback obtained
after each scenario. At the end of this process, a general-sywespm Q&A disussion

was to be held with the students. In practice, this worked very well but students usually
requested a longer discussion at the end, so the four presentations each lasted from

between 60 minutes and 100 minutes.
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The five sets of written feedbackeve obtained using the forms reproduced on the next
five pages. In each, the highlighted areas are where students were requested to complete
data. These forms have beerfaamatted to a smaller size and with a grey background, to

fit into the layout otthis thesis.

6.1.5 Layout

In this chapter | analyse the qualitative dasults about the effectiveness, efficiency and
honesty of an auditee in paragraphs 6.2, 6.3 ande3gdectively.In paragraph 6.5l
examine the studenfgualitative feedbackand in paragraph 6.8 look at feedback after

all the scenarios and whether a fraud investigation is now recommended. In paéagraph
| look at general feedback and consider areas for further research, and | finish ttés chap

with summary and concligns in paragraph 6.8

Picture of the auditee, Gary Smith, played by Andrew Hill.
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Monitoring Information

YOour Name « « « « « « « « Your contact anail address« « « KK KKK K KL

How many years of audit experience have you? Please circlgNure 6-1d [10-19 > 19

Scenario 1

Bearing in mind that, from previous audits, we believe that Gary Smith operates his
section effectively, efficiently and honestly, did you see anything in that interview to make
you doubt that in any way?

First Impre ssionsonly please Please say in each box how many
of the answers fit this impression
of Gary Smith
Your Impression Effective Efficient Honest

Gary Smith is totally

Gary Smith is probably tally

| am undecided if Gary Smith is

Gary Smith is not very

Gary Smith is definitely not

TOTAL ANSWERS 20 20 20
Any Comments?

LCER COR GO (AR (AR SR CER (AR (O CO R G (O (O (O O (R (O GO R G (O (O G R (O (AR (R R (O (O (R R (IR (@R (¢

LG COR GO (R SR (R R (AR (O CO R G (O (O (O O (O (O SO R G (O (O (R R GO (AR (R R (O (O (R R (R (R (¢

LG GO CER G COR (O (O (R GO AR (O (O (O GO O GO (O (O (R O GO GO (O (O R GO GO SO (O (O (O (O (O (O (G (4
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Monitoring Information Scenario 2 Name « « « « « « « « « « «

Bearing in mind that, from previous audits, we believe that Gary Smith operates his
section effectively, efficiently and honestly, did you see anything in that interview to make
you doubt that in any way?

First Impressionsonly please Please say irach box how many
of the answers fit this impression
of Gary Smith
Your Impression Effective Efficient Honest

Gary Smith is totally

Gary Smith is probably totally

| am undecided if Gary Smith is

Gary Smith is not very

Gary Smith is definitely not

TOTAL ANSWERS 20 20 20

Any Comments?

LCERCOR GO (O (R G GO (O (O COR AR GO (O (O CER GO (O (O COR R (O (O (R GO G (O (R G (O (O SR CR (O (G (¢
LCERCOR (O (O (R CR GO (O (O COR AR GO (O (O CER O (O (O SR R (O (O (R GO GO (O (R G R (O (O SR CR (O (G (¢

LCERCER (O (R (RGO GO (O (O COR R GO (O (O CER R (O (O COR R (O (O (R GO GO (O (R G R (O (O SR CR (O (G (¢
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Monitoring Information Scenario 3 Name « « « « « « « & € « & « « «

First Impressionsonly please Please say in each box how many
of the answers fit this impression
of Gary Smith
Your Impression Effective Efficient Honest

Gary Smith is totally

Gary Smih is probably

| am undecided if Gary Smith is
Gary Smith might not be

Gary Smith is definitely not

TOTAL ANSWERS 20 20 20

What facial movements, if any, gvey& FRQFHUQ DERXW 6PLWKY{V HIIH

efficiency and honesty?
On a scale of 3to 1:
3 = considerable concern
2 = some concern
1 = no concern

Eye movements: Effectiveness  Efficiency Hortes
- Looking away

- Poor eye contact with interviewer
- Frequent bhking

- Eye twitches

- Lookingup

- Looking down to left

- Looking down to right

Mouth

- Both sides turning up

- One side only turning up

Face muscles

- Tensing

- Immovable

$UH WKHUH DQ\ RWKHU REVHWDWXDIHW RIKORY. WRFVGI DEINDHOWR PHQ

LG (O GO COR R (O (AR (R GO COR GO (O (O GO GO GO (O (O (R GO AR GO (O (O GO R GO (O (R (O GO R (O (O (R (¢

LG GO GO COR R (O (AR (R GO CER GO (O (O G G GO (O (O (IR GO RGO (O (O GO GO GO (O (O (O GO R (O (O (R (¢

LG (O GO COR R (O (AR (R GO CER GO (O (O G GO GO (O (O (R GO R COE CO (O GO GO GO (O (O (O GO R (O (O (R (¢
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Monitoring Information Scenario 4 Name « « « « « « « & « « & « «

First Impressionsonly please Please say in each box how many
of the answers fithis impression
of Gary Smith
Your Impression Effective Efficient Honest

Gary Smith is totally

Gary Smith is probably

| am undecided if Gary Smith is
Gary Smith might not be

Gary Smith is definitely not

TOTAL ANSWERS 20 20 20

What bodymMRYHPHQWY LI DQ\ JLYH \RX FRQFHUQ DERXW *|
efficiency and honesty?
On a scale of 3to 1:
3 = considerable concern
2 = some concern
1 = no concern
Leg movements: Effectiveness Efficiency Honesty
- Crossed at ankle
- Planted squarely on floor
- Twitching
Arm movements
- Crossed
- Expansive
- Twitching
Body posture
- Relaxed
- Tense
Body muscles
- Tensing
- Immovable

$UH WKHUH DQ\ RWKHU REVHUYD®WDR R QX¥DRH 6W KD/ \R X¥ EL O DNERW R |
R R R R R R R R X X XX
R R R R R R R R R R R X%

UL KK K KL KL
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Monitoring Inform ation  Scenarios 35 Name « « « « « « € & « « & « «

From all the information the auditor originally obtained from his file, Gary Smith is an efficient, effective,
honest member of staff. Only a cursory audit is required.

Having seen these five interviewstfigt still your impressionPlease circle ondYeg

If No, what are your concerns?

LCERCERCER CERCOR CER SO CAR (AR (O CER (AR COR CER COR (AR CER COR (AR CER C AR COR KR COR AR C QR CER COR KO COR CER KA GO COR AR KO COR GO C QR KR4

UL KKK KL

Would you consider a full fraud investigation should be carried out on Gaty\8r 1 V "

Please only answer these sections if you are an auditor.

Without any further supporting data, would you:

carry out your proposed aiigvork in a different way, for example, concentrating on different areas
more than others, and if so, what areas?

UL KK KKK KL

UL KK KKK KL

] \RX ZHUH SODQQLQJ \RXU D Mkt Mrcenth§eDobetRridiQng, F eényVdo Hdu @eIQ J
could be justified in providing training on behavioural auditing

I/ \RX ZHUH SODQQLQJ \RXU DXGLW GHSDUWPHQWf YV WUDLQLQJ
could be justifiedn providing training on the interpretation of facial and body language?

Any final feedback, please.

ECEE R (O COR (AR AR (R O (R (O (R (O GO (OGO (O (O GO (AR O (R GO (O GO (O (OGO (O GO (O GO (R (O GO (O O (O AR (R (O (¢
ECEECER (O COR (AR AR (R O (R (O R (O GO (OGO (O (O GO (AR O (R GO (O GO (O (OGO (O GO (O GO (O (O GO (O O (O AR (R (O (¢

UL KKK KL KL
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6.2 Findings about effectiveness

6.2.1 Information obtained analysed by scenario and suanalysed by degree of

effectiveness

)LJIX

UH

VKRZV VWXGHQWVY SHUFHSWLRQ R4oWayZ HIIF
work as gained by observing scenarios 1 to 4. Tha dategorises the perception of
effectivenessonafiyvss RLQW VFDOH IURP p7RWDOO\ (IIHFWLYHY

50%
45%
40%
35%
30%0
25%
20%
15%
10%o

5%0

0%

Figure

6.1

Effectiveness

3 totally
O probably

0O undecided

q

B not very
O def. not

scenario 1

scenario 2

scenario 3

scenario 4

7KH UHVXOWYV VKRZ WKH JUDGXDO UHGXFWLRQ RI WKt

(ITHFWLYHT

IURP

L Qh WA ERID s¢krrio AV Bdunrdsdly, the auditee
LV SHUFHLYHG WR(IEHFMWIRWFOE\ 1RQ VWXGHQWYV LQ VF
20% of students in scenario 5. By student groups the statistics are:

Table 6.2

Effectiveness by degree of effectieness data/results

Totally Effective Neither effective Definitely not effective
nor ineffective
Scenario | Av. | % by Student group | Av. | % by Student group | Av. | % by Student group
Total | 1 2 3 4 | Total | 1 2 3 4 | Total | 1 2 3 4
1 21% | 25| 15| 31 | 15]) 25% | 18 | 20 | 25 | 28] 3% 3 10| 3 4
2 20% | 21 | 13 | 21| 2 | 27% | 18 | 23 | 27 | 53| 4% 4 1 6 7
3 17% | 17 | 15 | 23 | 20 23% | 10 | 21 | 34 | 27 9% 5 6 11 | 4
4 11% | 13 | 10| 10| 3 32% | 15| 20| 23| 33| 20% | 15| 15| 14 | 17
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These results clearly illustrate the belief by students that the more they see of the auditee
VFHQDULR E\ VFHQDULR WKH PRUH WKH\ FRQVLGHU V
language, and that this progressively shows that the auditee is really less effective than
initially thought. As the body language was primarily designed to test thé AUH H |V

honesty, it is interesting to note that not only is the honesty but also the effectiveness of

the auditee questioned; the initial lack of honesty causes the students to question the
DXGLWHHYV HIIHFWLYHQHVYV

There are statistical variations betweasath of the student groups. Proportionally, group

4 students, those studying at Cas®&re the most critical | alsowonderwhether these
particular LondkonREDVHG VWXGHQWY ZHUH PRUH 3V WihasetHav ZLV H
Glamorganrbased counterpartsThis is an area for further research using a much bigger
sample size and also, perhaps, including such data as ethnic background, salary, years of
businessased work, etc.

6.2.2 Information obtained analysed by degree of effectiverss and subanalysedby

scenario
Figure 6.2 Effectiveness
50%0
45%
40% [ ]
35% O scenario 1
30% @ scenario 2
25% .
[ ]
20% - scenar!o 3
15%0 - | || 0O scenario 4
10% - — — —
5% E—— E—— =
0% T
1 2 3 4 5
1 - totally effective, to 5 - totally ineffective

7TKHVH VWDWLVWLFVY VKRZ WKDW WKH VWXGHQWY WHQC(
,QHIITHFWLYHY RSWLRQV SHUKDSV HUULQJ WR WKH VD
MBQGHFLGHGY RU H1IRW 9HUMDUHFILIQOHIU R P KH U( LK

HM1IRW (IITHFWLYHY DV WKH VFHQDULRY DUH UROOHG |
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Table 6.3

6.2.3 Information obtained analysedby audit experience of students

In my sample30% of students have had previous audit experience.

Effectiveness tby audit experience

Experience | No.insamplg % in
(years) sample
nil 47 70
0+to 2 12 18
2t05 4Y5

6 to 10 4,
11to 15 1 1%
16 and more 1 1%
TOTAL 67 100%

Whilst the other findings in this chapter have fully demonstrated the initial prigpesit
WKH TXDOLW\ DQG LQWHUHVW RI WKLV 3VFHQDULR™ DQ
the opportunity will be then taken to enlarge the population of more experienced students

and practitioners sampled.

Analysis by experience can most conwrtly be demonstrated in the format used in 6.2.2

above, and two of the four scenarios have been chosen to demonstrate this:

Figure 6.3 Effectiveness - experience in years
Scenario 1

80%
70% Bao
60% ®0-1
50% 025
40% ] [ 0 6-10
30% 1 [ W 11-15
20% -
10% | 4D—Er 0 16+

0% - : =

totally probably undecided not very def. not
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Figure 6.4 Effectiveness - experience in years
Scenario 4
60%
50% l
m| O-
40% 0-1
— a2-5
30%
06-10
20%
W11-15
pE il
0% - : : ;
totally probably undecided not very def. not

These both illustrate that, perhaps predictably, the more experienced students/
practitioners are more cynical about the effextess of the auditee.

6.2.4 Analysis of questions specifically analysing facial and body movements
$IWHU VFHQDULRYV DQG VSHFLILF TXHVWLRQV ZHUH

movements. These were:

Scenario 3 On a scale of 3to1:
3 = considerable concern
2 = some concern
1 = no concern

Eye movements: Effectiveness  Efficiency Honesty

- Looking away

- Poor eye contact with interviewer

Frequent blinking

- Eye twitches

- Looking up

- Looking down to left

- Looking down to right

Mouth

- Both sides turning up

- One side only turning up

Face muscles

- Tensing

- Immovable
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Scenario 4 On a scale of 3to 1:
3 = considerable concern
2 = some concern
1 = no concern

Leg movements: Effectiveness Efficiency Honesty

- Crossed at ankle

- Planted squarely on floor

- Twitching

Arm movements

- Crossed

- Expansive

- Twitching

Body posture

- Relaxed

- Tense

Body muscles

- Tensing

- Immovable

The results othis feedback are given in tifeur figures 6.5, 6.6, 6.7and 6.8, below.

Ratio of replies determining Effectiveness
effectiveness
2.00
1.90
37% 36%
1.80 4
[
S
by
1.70 -
O eyes
8 mouth 1.60 1
O face
1.50 -
eyes mouth face
27%
Ratio of replies determining Effectiveness
effectiveness
2.50
29%
35% 2.00
o 1.50 +
o
3]
Olegs N 100
O arms
0 body 0.50 1
0.00 - T T
36% legs arms body
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They show that students concentrated on the general facial feedback, yet this quantitative
result is in contrast to the qualitative feedback in which stedetiked more about the

eyes than any other specific facial feature. On the DVDs it may just have been that the
face was the easiest feature on which to hone in.

6LPLODUO\ IHHGED

conclusive.

WKH UHVXOWYV IRU TXDQWLWDWLYH

6.2.5 Effectiveness and audit experiencetT. Tests

| analysed the mean and standard deviation between students with audit experience and
those with no audit experience, and for each scenario. The results, which are given below
in Table 6.4 Bow that there is1o statistical significancbetween thexperienced and the
nonrexperienced studenkith the oy real change expressed by rexperienced students

after scenario 3.

Table 6.4
Effectiveness. Standard deviation; audit experiencetv +no audit experience

Scenario| Experience| N Mean Std. Dev. | Std. error

mean

1 None 235 | 3.8809 | 4.96598 0.32394
Some 100 | 4.0000 |5.70486 0.57049

2 None 235 | 3.8766 |5.14301 0.33549
Some 100 | 3.7700 |5.64050 0.56405

3 None 235 |6.9149 |5.37416 0.35057
Some 100 | 3.8000 |5.34784 0.53748

4 None 235 | 4.0851 |6.17145 0.40258
Some 100 | 3.7600 |5.40878 0.54088
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6.3 Findings about efficiency

6.3.1 Information obtained analysed by scenario and sulanalysed by degree of

efficiency

7KH

ILIXUH EHORZ VKRZV VWXGHQWVY SHUFHSWLRQ RI
to-day work as gained by observing scenarios 1 to 4. The data categorises the perception
of efficiencyonafvye SRLQW VFDOH IURP uDEWEYNRW I(LIEEH B QW I

Figure 6.9 Efficiency
45%
40% —
35%
30%
25% [ ]
20% | -
15% -
10% -
5% - r
0% | ||

scenario 1

scenario 2

scenario 3

scenario 4

O totally

B probably
O undecided
O not very

B def. not

7KH UHVXOWV VKRZ WKH JUDGXDO UHGXFWLRQ RI
LQ VFHQDULR
LV SHUFHLYHG WR EH H7RWDOO\ , @halbLIFhceasivgtoR22%

(IILFLHQW

IURP

WKURXJK WR

of students in scenario 5. By student groups the statistics are:

Table 6.5

Efficiency +data/results

Totally Efficient

Neither efficient

nor inefficient

Definitely not efficient

Scenario] Av. | % by Studentgroup | Av. | % by Studentgroup | Av. | % by Student group
Total | 1 2 3 4 | Total | 1 2 3 4 | Total | 1 2 3 4

1 22% | 24 | 24 | 27 | 15 18% | 13 | 15| 24 | 21| 3% 6 2 5 |15

2 24% | 21 | 22 | 31 | 22| 30% | 17 | 32 | 24 | 18] 4% 1 1 5 |14

3 17% | 17 | 10 | 24 | 241 21% | 9 [ 21| 29| 30 8% 4 7 | 10| 18

4 12% | 15| 2 9 8 1 28% | 15| 2415|181 22% | O 3 4 | 15
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Unlike the clear pattern produced by the effectiveness results in 6.2.1, these results are
more variable. Those 3% of students who, at an early stage (ie: in scenarimd)He
DXGLWHH WR @GEH | hFRW@W P\ K D Geréagell WoHR ¥ QyA\SDeDadio 4.
Moreover, with a slight variation in scenario 2, those 22% of students who initially found
WKH DXGLWHH p7RWDOO\ (IILFLHQWY UHGXFHG WR C

However, Group 4, Casstudents, are notably more cynicBIERXW WKH DXGLWH
efficiency. Again, | question whether these particular Lorblased students were more
SVWUHHWZLVH" W K D-Qaséd koHGIamdrghddsed Qoiiki@parts. This is an
area for further research using a much bigger sasipk and also, perhaps, including

such data as ethnic background, salary, years of bugiassd work, etc.

Finally, in each of scenarios 1, 2 andt8ee table 6.5more students said that the auditee

ZDV SUREDEO\ p(IILFLHQWY DYFRERMHG 7W RV plZ R WQIRONO
reason is ascribed.

Table 6.6
Efficiency by audit experience

Scl Sc? Sc3

Totally efficient 22% |24% | 17%
Probably efficient 37% | 36% | 35%
Undecided 18% |30% |21%

Probably inefficient | 17% | 19% | 28%
Definitely irefficient | 6% 4% 8%

6.3.2 Information obtained analysed by degree of efficiency and su@inalysed by

scenario.

Figure 6.10 Efficiency

40%0
35%0 ]

30%06 [ |
25%0
20% |

[— 0O scenario 3
15% _— |

10% - - | m— =
oo Ll || || | o | [
0% T T T T

1 2 3 4 S

O scenario 1
@ scenario 2

0O scenario 4

1- totally efficent, to 5 - totally inefficient
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7TKHVH VWDWLVWLFV VKRZ D FOHDU VZLQJ IURP p(lL
scenarios are rolled out. Again, as with the effectess statistics, there is a tendency for

students to concentrate on the middle three choices they were given, and to avoid the
M7RWDOO\ (IILFLHQWY RU p7RWDOO\ ,QHIILFLHQWY RSW

6.3.3 Information obtained analysedby audit experience of students
In my sample, 30% of students had previous audit experience.
Table 6.7

Summary of table 6.1 +sample sizes

Previous No. in samplg % in sample
audit

Experience

None 47 70
Some 20 30
TOTAL 67 100%

Whilst the other findings in this chapter haudly demonstrated the initial propositions,
the quality and interest of this scenaaioalysis is such thdtrecommend thatesearch
should continue andshould takethe opportunity to enlarge the population of more
experienced stients and practitionesampled+see chapter 7.

Analysis by experience can, again, most conveniently be demonstrated in the format used

in 6.3.2 above, and two of the four scenarios have been chosen to demonstrate this:

Figure 6.11 Efficiency - experience in years
Scenario 1

70%
60% m 8o
50% 30-1
40% O2-5
30% — ] 0O 6-10
20% | 1 W11-15
10% - | 016+

0% - | i =T I_l

totally probably undecided not very def. not
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Figure 6.12 Efficiency - experience in years
Scenario 4
60%
50% @o
40% - @ 0-1
30% O 2-5
20% 0 6-10
o ®11-15

10%

0%

totally probably undecided not very def. not

These both illustrate that, as perhaps expected, tbhee rexperienced students /

practitioners are more cynical about the efficiency of the auditee.

6.3.4 Analysis of questions specifically analysing facial and body movements

$IWHU VFHQDULRYV DQG VSHFLILF TXHYV WllaRdbddyZ HUH
movements. The questions and their markicigemeare given in 6.2.4 above. The results

of this feedback are given Kigures 6.13 and 6.14, and 6.15 and 6.b&low:

Ratio of replies determing Efficiency
efficiency

2.0

1.9

37% 36% 18
(0]

Oeyes S 1.7
O mouth @

O face 16

1.4 T T — 1
27% eyes mouth face

Ratio of replies determining efficiency

Efficiency
2.50
30%
34% 2.00
o 1.50 +
3
(m] Iegs 9 1.00
O arms
O body 0-50 1
0.00 A T T
legs arms body

36%
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These results show that students honed in on the general facial feedhbadkisye
guantitative result is in contrast to the qualitative feedback in which students talked more
about the eyes than any other specific facial feature. On the DVDs it may just have been

that the face was the easiest feature on which to concentrate.

SIPLODUO\ WKH UHVXOWY IRU TXDQWLWDWLYH IHHGEDF

conclusive.

6.3.5 Efficiency and audit experience+T. Tests

| analysed the mean and standard deviation between students witlefiagihcy and
those with no audiéxperience, and for each scenario. The resultshndre given below
in Table 6.8show that there igo statistical significancbetween the experienced and the
nonrexperienced student, with thelpmeal change expressed by rexperienced students

after scenario 3.

Table 68
Efficiency. Standard deviation; audit experience+v +no audit experience

Scenario| Experience| N Mean Std. Dev. | Std. error

mean

1 None 235 | 3.848 5.34473 0.64865
Some 100 |3.9800 |6.07691 0.60769

2 None 235 | 3.9517 |5.35838 0.34954
Some 100 | 3.7600 |5.78595 0.57859

3 None 235 | 3.7660 | 5.0991 0.33268
Some 100 | 3.8000 |5.45135 0.54513

4 None 235 | 3.9234 |6.42598 0.41918
Some 100 |3.8000 |5.19712 0.51971
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6.4 Findings about honesty.

The main purposeofthis scenaridbased research wet@ obtain feedback from observers

about the potential honesty of an individual being questioned by an auditor, and whether

such observations could be used to assist auditors in their future work.

6.4.1 Information obtained analysed by scenario and subnalysed by degree of

YLIXUH

honesty

day-to-day work as gained by observing scenarios 1 to 4.

Figure 6.17

60%0

50%

40%0

30%0

20%

10%

0%

Honesty

O totally

B probably
0O undecided

0O not very
B def. not

scenario 1

scenario 2

scenario 3 scenario 4

The underlying data figres are also given table 6.9 The clearest data is at both ends of

the degreef-honesty spectrum; those students who initially considered the auditee to be

L&RPSOHWHO\ +RQHVWT

'LVKRQHVWY KDG LQFUHPHQWDOO\ LQFUHDVHG WR
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SURJUHVVLYHO\ UHGXFHG
Conversely, the 5% of sttdQWYV ZKR LQLWLDOO\ WKRXJK WKH D
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Table 69

Honesty +hy degree of honesty data/results

Scenario  |Group |How honest is the auditee?
Totally Probably Undecided Not very Definitely

Not

Total 22% 25% 24% 22% 5%

1 23% 37% 15% 20% 2%

1 2 12% 23% 39% 15% 6%
3 47% 22% 19% 7% 5%

4 11% 16% 22% 5% 5%

Total 20% 36% 26% 21% 8%

1 11% 38% 16% 24% 5%

2 2 14% 37% 22% 20% 2%
3 38% 22% 27% 8% 8%

4 22% 25% 24% 22% 5%

Total 11% 30% 23% 34% 15%

1 17% 24% 11% 23% 4%

3 2 6% 29% 14% 37% 9%
3 14% 35% 18% 20% 12%

4 20% 36% 26% 21% 8%

Total 8% 21% 16% 43% 48%
12% 18% 7% 28% 33%
4 2 2% 8% 6% 26% 49%
3 7% 27% 16% 23% 28%
4 7% 17% 9% 29% 37%

The data for all students together clearly demonstrates that when an auditor is asked to
observe an auditee critically, they can identify from body language alone when an auditee
is dishonest. The actual words were said by the auditee did iytivas, on the spoken

evidence, the auditee would not have concluded that there was any underlying fraud.
Although body language of itself is not reason enough to determine if further audit work

should be carried out in an area to be audited, it is antibl in the armoury that enables
DQ DXGLWRU WR ILQG SUREOHPVY DQG WKXV LPSURYH
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$OVR DV VHHQ LQ VHFWLRQ DQG DERYH LQWHU

can be used to indicate potential effeatiees and/or efficiency issues.

The statistics for each group of students show considerably wider variation than taken as
total population. In table 6,9he highest percentage incident per group per scenario and
SHU GHJUHH RI1 EHOLHresRIhay keen DighGghtéddH Y BcekeRio 4, all
groups agreed that the auditee was totally dishonest. Most groups felt during scenarios 2
and 3, that the auditee was probably honest, but in scenarios 1 and 2, group 3
(Birmingham block release studentsptight the auditee to be more honest than the
average. The widest variation gretgpgroup was in scenario 1, which | attribute to the
students getting used to what the whole DVD / scenario process was. | mentioned earlier
that | considered not running estario 2 as there was little difference between it and
scenario 1. However, this data persuades metohegcommendn future researclhat
scenario 1 should be run as the introduction, and then scenarip4 an@ 5 will enable

the most meaningful folings to be obtained.

6.4.2 Information obtained analysed by degree of honég and sub-analysed by

scenario
Figure 6.18 Honesty
60%
50% =
40% / - O scenario 1
/ B scenario 2
AN
30% [ O scenario 3
O scenario 4

20% -

10% - —’—
O% —| T T T T
1 2 3 4 )
1 - totally honest, to 5 - totally dishonest
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Figure6.18is included for completeness and illustrates the information given in paragraph
JURXSHG E\ WKH VW X0 HKQWVH HRf$br@&R JH&RIhnYEKOH
WKH WRS OLQH LQ HDFK RI WKH IRXU JURXSV VKRZV

changed over successive scenarios.

6.4.3 Information obtained analysedby audit experience of students

As noted in 6.2.3, table 6.3 (which is copi _Table 6.3

across), 30% of the students had prior at

Experience | No. in % in

experience. It is envisaged that body langui (years) sample| sample
can and should be taught to students new | nil 47 70
dit q h o thi i . 0+ to 2 12 18
audit, and, as such, this percentage is 5105 3 11,
appropriate sample percentage to identify = | 6 to 10 3 4%
advantages of future teaching of the 11to 15 1 1%
interpretation of body language. However, r r1n6o?end 1 1%
recommended future research suggests ar | TOTAL 67 100%

enlargel population size, andvill thus obtain

feedback from further experienced auditors.

The analysis of the peSWLRQ Rl WKH DXGLWHHYTV KRQHVW\ DQC
in Figures 6.19, 6.20, 6.21 and 6.2#low.
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Honesty - experience in years
Scenariol
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80% Do
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Figure 6.19
Honesty - experience in years
Scenario 2
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Figure 6.20
Honesty - experience in years
Scenario 3
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Figure 6.21
Honesty - experience in years
Scenario 4
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Figures 6.19 to 6.22 indicate that, as expected:

X Those students with more audit expae have stronger opinions about the lack of
honesty of the auditee than those with less experience, and

X (with one exception, namely the one auditee with 11 to 15 years experience), students
ZLWK QR H[SHULHQFH DUH PRUH pJXOOLEOHY WKDQ W

6.4.4 Analysis of questions specifically analysing facial and body movements

The questions posed to specifically analyse facial and body language are given in
paragraph6.2.4 above. The scores in the diagrams below were obtained from feedback

Figure 6.23 Honesty Figure 6.24 Honesty
2.5
2.50
2.0 2.40
2.30
s o 2.20
g 8
3 0 210
1.0
2.00 -
0.5 1.90
1.80
0.0 ‘ ‘ legs arms body
eyes mouth face

after scenario 3facial movements*figure 6.23 and scenario 4 (body movemenis

figure 6.24 7KH\ DUH WKH DYHUDJH RI WKH VWXGH@WVTY \
JDYH D p T LI WHKGIK KWWY \IRRKW WKH PHDQLQJ RI D IDF
regard toWKH DXGDWMWYVIDKR ¥ LI WKRMFKDQ pfi $RIB HWVK H\ K|
H&RQVLGRIQPHOGITF

There is little differentiation in the facial results. This was an unexpected result as the
feedback given in chapter 5 identified that most auditorsidered eye movements the
PRVW LPSRUWDQW RI WKH IDFLDO IDFWRUV LQGLFDWL
VWXGHQWY FRXOG QRW VHH Wirgdtn screQuleatiy éhughH Moré R Q
research is recommended gee if this unexpeetl result is because of this, or whether
VWXGHQWVYT SHUFHSW L R&ye RbverkentsVand/ lkdk of @ye RadtatRdd an
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indicator of dishonestyis different in practice. A further areacommendedor research
is the ethnic background of a SIHQW DQG LI LQ D VWXGHQWTTV SD

contact is considered less important than in standard As&pton culture.

The analysis from the feedback of body movementsnferces the feedback given in
chapter 5, that inappropriate arm movets&gestures/shrugs/etc do provide indication to

an auditor that an auditee may not be truthful in an interview.

6.4.5 The Celtic-background question

In paragraph 4.8.1, | noted that auditors who had a Celtic background assumed that their
instinct about an alitee should be used to assist their audit work. Group 2 students were
from Glamorgan University and of those 17 students, 8 had a Welsh background.

An analysis of their responses marginally shows that, when expressing a neutral or
negative opinion abouW KH DXGLWHHYV KRQHVW\ DQG IRU VFHQI
Welsh background did have more emphatic opinions than those from -&elsh
background, see table 6.8 below.

Table 610

Celtic perception

Scenario 1 Scenario 2 Scenario 3 Scenario 4

How Honest? Celtic? Celtic? Celtic? Celtic?
(%) All | No | Yes] All | No | Yes]All | No | Yes] All | No | Yes

Totally 12 |13 [13 |14 [14 |15 6 |11 2 2 3 1

Probably 23 |33 |14 |37 [54 |22 |29 |18 |41 8 9 7

Undecided 39 35 46 22 16 30 14 11 18 6 8 4

Probaly not |15 [16 [14 |20 [14 |28 |37 [43 [29 |36 |34 |42

Definitely not | 6 0 |14 2 0 5 9 8 |11 49 |58 |46

Again, | did not expect this result. 1 am uncertain about what it says or whether | accept it,
but indepth research on the ethnic backgrounds of eeslis now indicated.
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6.4.6 Honestyand audit experience+T. Tests

| analysed the mean and standard deviation between students with audit experience and
thoe with no audit experiencégr each scenario. The results, which are given below in
Table6.1Q shawv that there is10 statistical significancbetween the exgrienced and the

non-experienced student

Table 611
Honesty. Standard deviation; audit experience+v +no audit experience
Scenario| Experience| N Mean Std. Dev. | Std. error

mean

1 None 235 |3.8426 |5.46597 0.35656
Some 100 | 4.0000 6.00841 0.60084

2 None 235 [3.8894 |5.26930 0.34373
Some 100 |3.7800 |3.79721 0.57972

3 None 235 |3.8894 |5.24246 0.34198
Some 100 |3.8000 |5.44949 0.54495

4 None 235 |[4.0383 |5.85825 0.38215
Some 100 |3.7800 |5.38906 0.53891

6.5 Qualitative results

Paragraptb.1 described the process of designing, and then showing five scenarios to a
population of 67 students. Tlygianttative results from thesgcenarios are described in
detail inparagaphs6.2 to 6.4, and qualitative analysis and findings are given below

One specific question was posed at the end of scenarios 1 to 4, and three questions were
posed at the end of scenario 5, specifically:

QL 3*$Q\ FRPPHQWV
Q2 3$Q\ FRPPHQWYV

Q3 S$UWKHUH DQ\ RWKHU REVHUYDWLRQV RI 6PLWKTV
PHQWLRQ"’

Q4 3$UH WKHUH DQ\ RWKHU REVHUYDWLRQV RI 6PLWK
PHQWLRQ""
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Q51 3,1 \RX GR QRW QRZ WKLQN WKDW *DU\ esttrheviilder LV D
RI VWDII ZKDW DUH \RXU FRQFHUQV"’

Q5.2 3:RXOG \RX FDUU\ RXW PRUH DXGLW ZRUN LQ D
FROQFHQWUDWLQJ RQ GLITHUHQW DUHDV PRUH WKDQC

Q53 3$Q\ ILQDO IHHGEDFN SOHDVH"’

Not all students anssved all the questones DQG , KDYH WDNHQ D QLO
FRPPHQW ™ RU 2QRWKLQJ WR D GG fepli¢s B@iven tappér@ixB. FR S\ |
The number of replies was:

Table 6.12
Number of qualitative questions answered
Question Number of students who Group
answered (spilt by audit exp).
< 2 years > 2 years 1 2| 3] 4
1 18 4 3] 6| 6| 7
2 21 3 3| 7| 7| 7
3 15 4 5/ 5| 5| 4
4 17 5 4| 5| 9| 4
51 52 6 13| 14| 13| 18
5.2 29 7 9| 7| 11| 9
5.3 19 3 7| 4| 5| 6
No questiors answered 3 0 1 2| 0] O

6.5.1 Analysis of answers given tauestion 1 (22 students answered)

7KLV TXHVWLRQ ZDV SRVHG DW WKH HQG RI WKH ILUV
(should have) showed him at his most effective, efficient and honest. In contrast to the
earlierquantitative feedbackhe answers indicate thtte students were starting to have
doubts.

M1R SURE OH B\3stidensy |- 1)
Thesewere given by three students

X 3, GL G QafivthingkbHnake me doubt him.
X 36HHPHG FRQILGHQW DQG FRPSHWHQW’
X 36HHPHG TXLWH FRQILEWHHPH®@ KRQ HDWQWZHUV
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7TKH p7ULHGrelaed @RRIN DQG WKHRSHWRDWRYH EXW«T DC

students)

3+H WULHYV VR ® PRNG REBEGIQ EXW , GRXEW LW’
3+H VHHPVY D OLWWOH WRR UHOD[HG”’
3 7 R R-opétative n the interviewtVHHPHG UHKHDUVHG'

X X X

7KH W3RRU DWWHQ YD&) DQVZHUV

x 3%+H SD\V QR DWWHQWLRQ WR WKH FULWLFDO TXHVWLRQV’
Xx *RHV QRW WDNH WKH LQWHUYLHZ YHU\ VHULRXVO\~

7TKH p2FRQILGHQWY sindaNsy H 1)V

Xx %+H VHHPHGidem WS FRIQDSY WRR FRQILGHQW’
X 32YHARQILGHQW WRZDUGV IDOVH VLIQDWXUHV ~

7KH p+LGLQJ VRPHMWBKILGEHE) D GV ZHUV

X 3+LV ERG\ ODQJXDJH \GLHPVV\R RHMWHOL@ WR KL
3/RRNV O lgNdmethingdJH VW XUH LV SURWHFWLQJ KLPVHOI"
X 3'RHV VHHP WR EH KLGLQJ VRPHWKLQJ’

x

Feedback from students withWZ R R U P R @udit\eA@ztie¥ce (4 students)

3>+LV@ KDQGV IRUPHG D EDUULHU LQ IURQW RI >KLV@ IDFH RQ
37KH FOLHQW >VHAHDKGLXKHDHM@ KHQSHUFHLYHG WKH EHVW DQVZHU
3>+H @ GRHVY QRW FRQFHQWUDWH SD\V QR VHULRXV DWWHQWLF
3+H V Hiddrant and needed to defend himself a few tirfiesseemanot to be a credible source of
LQIRUPDWLRQ"

X X X X

So allstudents who had more than two years of audit experience and who answered this

guestion, had early doubts in some form of the auditee.

Summary of this feedback

The overall summary of the qualitative feedback at this early scenario stage, is that a few,
rather unsubstantiated, student doubts about the auditee are creeping in. Within their
answers, students do not point to anything specific. However, as only 19 out of 67
students actually gave questioning feedback about the auditee at this stage, one could
postulate that the other (72%) of students did not have anything really critical to say about

the auditee. This figure is in the same order as the quantitative feedback.
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6.5.2 Analysis of answers given to giestion 2 (24 students answered)

ThisquestRQ ZzDV SRVHG DW WKH HQG RI WKH VHFRQG VFHC
theoretically, should have showed him as only very slightly less effective, efficient and
honest compared to the end of scenario 1. However, the students having seen he overa
scenario scene twice, and thus becoming more used to it, might have been looking more

carefully for things to find.

HORUH FRQILGHQW RU FRPSHWHQWstWeaB)Z 6 -FHQDULR T |

Xx 3/RRNNUH FRPSHWHQW WKDQ VFHQDULR
X 3Seem& PRUH FRQILGHQW'

X 30XFK PRUH FRQILGHQW’

X 360LJKWO\ PRUH DUURJDQW’

X 30RUH KRQHVW« KLV FRQILGHQFH ZDV SHUKDSV DQ LQGLFDWRU’

HM1IRW DV FRQILGHQW DV 6FHQDULBBstudenR)lUH XQFHUWD L (

X *1RW DWURD\ FRQILGHQW DV 6FHQDULR
X 3/HVV VXUH KRZRWK ~
X 35HOXFWDQW DQG XQVXUH’

HM)URZQLQJ UDLVLQJ H3BtEEMSL VY DQVZHUV

X 3+H GLG GR D ELW RI IURZQLQJ UDLVLQJ HDNEHRZY ZIK\LG KWP DM
KRQHVW’

X 3)IRZQLQJ RQ RFFDVLRQDO TXHVWLRQV’

X 3% OoRfiwningand maNLQJ WKLQJV XS DV KH JRHV DORQJ’

H1IHUYR XV (Ts@uehts) ) v

36 H H P H Gdafisivie,Hhervous at beginning.
3)DLUON QHUYRXV , WKLQN KH zZDV O\LQJ ZKHQ KH GUDQN IURP WK

Feedback fromstudents with audit experience

X 32)URZQLQJ RQ RFFDVLRQDO TXHVWLRQV $EUXSW TXHWSRLRGHG "~ ¢

X 3$ ORW RI IURZQLQJ ODNLQJ WKLQJV XS DV KH ZHQW DORQJ’

X 3)DFLDO H[SUHVVLRQV UHYHDOV VRPH IRUP RI WHQVLRQ SUREL
LV VD\LQJ DQG ZKDW KH NQRZV WR EH WUXH"

All students who had more than two years of audit experience, and who answered this

question, had doubts in some form of the auditee.
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Summary of feedback

The students have not expressed a clear view of tredb&ek to this scenario other than
SHUKDSV D OLWWOH PRUH GLVTXLHW DERXW WKH DXG|
two significant variations between scenarios one andtWwoKH SDXVHV ZKHQ WK
girlfriend and the age of the EasyPaystem were mentioned were noticed or

commented upon by the students.

6.5.3 Analysis of answers given to gestion 3 (19 students answered)

This question was posed at the end of the third scenario. In this scenario the auditee
varied his facial movements,pecially the eyes and the mouth. | would have expected the
VWXGHQWYV GHILQLWHO\ WR VWDUW WR TXHVWLRQ WKH

7KH p(\H &R QW D@E®&UHeDtE v ~ F UV

39HU\ SRRU H\H FRQWDFW"~
* QFRQVL\:OOMODWF W\HDQG@ URERWLF UHVSRQVHV’
3/RRNV DZD\ IRU FHUWRN@STXHVWLRQV DQG

S'LGQIW QRWLFR YHHPIHRRXW K P
3%HWWHU H\H FRQWDFW"

7KH H1HUYRXVY RU u$Q[LRX(¢§tuBedts) 7HQVHS DQVIHUV

3+H KDV SUH S DduihGio ZdyIndvuéamte andH VHHPY D OLWWOH ELW QHUYR>
S0RYHV RQO\ ZKHQ DQ[LRXV’

3+H VHBAKLWH QHUYRXV DQG FRQFHUQHG"

3+H VHHPV YHU\ WHQVH DQG FRQVWDQWO\ DQ[LRXV DERXW DQV:
ZURQJ’

X X X X

7KH u6P L&MW DYDTddE)

X 3>+H ZDV@ VPLOLQJ D ORW"’
X 3>+H@ VHHPHG YHU\ FDOP DQG UHOD[HG +H NHSW VPLOLQJ"’

Feedback from students with audit experience
JHHGEDFN IURP WKRVH IRXU VWXGHQWY ZLWK WZR RU

answeed this question, was:

x %, ZDV ORRNLQJ DW WKH KROLVWLF ERG\ ODQJXDJH , WKLQN KF
ZKLFK UDLVHV TXHVWLRQV LQ PH UHJDUGLQJ ZK\"’

172



X 3, QFRQVL \tvtdadnbtiddalle. Robotic responses. Did not really wBRntEH WKHUH "’
X 39HU\ GHIHQVLYH’
Xx 3:KHQ KH WRRN D GULQN LW ZDV DV LI KH ZDV WU\LQJ WR FRYH!

Summary of feedback

The feedback after this session was poor, in that few students noted what the actor was
doing with his eyes and his face movementsie Tack of clear identification of the eye
movements is also reflected in the quantitative feedbga@n earlier in thichapter This

may well be an area that can only be demonstrated clearly when there is close physical
contact between the auditor atite auditee, and thus may be an area of future auditor

training that may be better taught in a more theoretical, less practical, manner.

Though only 19 out of the 67 students gave qualitative feedback after this scenario, the
oral feedback that | recead as part of my Q&A sessions at the end of each presentation,
ZDV WKDW DIWHU VFHQDULR VWXGHQWY NQHZ WKHU
sure quite why they knew thdtlowever, the very nature of the exercise means that they

were likely to l@ looking for something.

6.5.4 Analysis of answers given to gestion 4 (22 students answered)

This question was posed at the end of the fourth scenario. In this scenario the auditee
varied his body movements, especially the hands, arms and legs. | wouldxipaxzted
WKH VWXGHQWYVY WR EH FHUWDLQ WR TXHVWLRQ WKH D)

General / nonspecific concerns
Unlike the previous analyses about facial movements, the feedback from this session
indicated a general but often nepecific condUQ E\ WKH VWXGHQWYV DE]I

honesty. For example, 13 of the replies said that the auditee was:

X WHIHQVLYHY (9 students)

X M7THQVHT (5 students)
X MIHUYRXVYS (2 students)
X MSQ[LRXVT (2 students)

X M1IRW UHOD]J[HJstudent)
X UW/HDQLQJ IR UZDdiuGemnt)
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7TKXV WKH FXPXODWLYH PHVVDJH JDLQHG IURP WKH D>

to the students. Specific examples are:

X 3>+H@ WRXFKHYV KdleféndvBshaeteDse@dRMs relaxed when the interview came to an
end, neck / tie rlfOLQ J”

x 3>+H J}ténge,arm folding , slightlydefensive tapping fingers, appears to ervousand anxious,
ORRNLQJ DZD\ ItRsZa@sveH thé/possible NLP implication is noted.

X Folded arms when asked about false signaturagefensive. Then realised his body language and
changed it knowingly. Lots of shuffling and covering his mouth while answering. Chaegeinf
(front/back) depending on questions, Egning forward ZKHQ WU\LQJ WR FRQYLQFH DEF

In these answers, onbyne student gave a general / "I SHFLILF D Q\HAHR XIVH
ZLWKRXW LQGLFDWLQJ WKH DXGLWHHYV VSHFLILF ERC
nonspecific concerns. The conclusion is that students were analytically identifying
specific body movemnts, the sum of which led to their general concerns about the
DXGLWHHYV ERG\ ODQJXDJH 7KRVH VSHFLILF PRYHP
students cited were: Crossing arms; Touching face with hands; Touching and/or covering

mouth; Neck and/or tietiching or ruffling; Fingers or hand strumming @pping.

7KH p&RYHULQJ RU WR X HKAH DNRBILEERYW K RU |

37TRXFKLQJ IDFH ZLWK KDQGV’

37TRXFKHV KLV PRXWK D ORW~’

3+H ZDV TXLWH EHIHVKM R FRYWHUHG KLV PRXWK’

3+ D QG |UH dvete®hig douth when responding to earliersgiom >, @ TXHU\ KLV KRQHVW\’
3>+H@ ZDV FRYHU DYJLK IKHPRXEGNIIW ZDQW LQWHUYLHZHU WR KHDU

7KH pn&URVVHG DUPY DQVZHUYV
These were given by five students and, in allahswers, their interpretation of the arm

crossing was that the auditee was defensive.

7KH p)LQJHUV RU KD Q ®\S ¥YMOUY PIEEQEHRLY W

X %« 7DSSLQJ 4dpReDHWWWVWR EH QHUYRXV DQG DQ[LRXV’
X *+H ORRNHG DJLWDWHG DQiBgBE&RUGEHDV B G IFK NRNLOQIPKLY ZDWF
X 37DSSLQJ KDQGV DV LI WR VD\ ZK\ DP , KHUH"’

7KH pl1HFN RU WL tffingRROSWetsE dtuddntd)

x % VRPH PRYHPHQWWUDUNKWHKHLYLWHDUH D ELW GRGJ\’
X 360LJKWO\ GHIHQVLYH « 1HFN WLH UXIIOLQJ’
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Feedback from students with audit experience
| could see nwariation in the answers given by the more experienced students compared

to those with little or no audit experience.

Summary of feedback

The key message that | took from this feedback was thaDahGLWHHV SK\VLF
language excluding facial language, did give rise to potential audit concern, and that the
individual elements of that body language caused a general concern in the students. This
was expressed by their feeling that the auditas faeing unnecessarily defensive, tense,
anxious or nervous. The question then must be whether that concern is or should be
translated into further audit work, or dismissed as a typically nervous auditee (as opposed
to an auditee who has something to hide

The students, accordingly, indicated that they wanted more training in the interpretation of
body language, and that they would consider altering the amount of the work they
subsequently carried out with that auditee, or the way they did that wanidento try to

clarify if their suspicions were material or were groundless.

6.5.5 Analysis of answers toquestion 5.1 (58 students answered)

This question was the first of three posed after scenario five, and, for each of the three
guestions, the studentvere asked to summarise their feelings as a result of having seen
all five scenarios. This specific question reminded the student that, from the information
the auditor initially had on file, which is that the auditor is an efficient, effective and
honeVW PHPEHU RI VWDIlI p+DYLQJ VHHG@uDIO@esWoK lis ILY K

now" §
The auditee is nothonest / the auditee tells lies

Of the 58 students who answered this question, 21 (ie, 36%) said that the auditee had been

lying or was just dishonés There was no change in any of the actual answers given in
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any of the scenarios, and no words were spoken to imply, say or prove that the auditee was

lying whatever, so this statistic is based purely on body language.

Examples of this &

32Q Kistinténiew Gary looked WK RQHV W’

3, DP VXUH WKDW KH LYV KRQKMWRQY¥W HEHKKRQHVW’
3/DFN RQKVW\’

30LJKW EH WDONLQJ OLHV’ HWF

X X X X

Students who described their concerns without stating that the auditee was dishonest
included:

X The aulitee is hiding something4 students

X The auditee is nervous or not confidetit6 students

X 7TKH DXGLWHHTYV EmR&l\sceriau@ b} fxdrtari@ Ktdents.

The auditee is not necessarily dishoneéd students)

X 3>+H@ VHHPHG V FDsdriethingid iNdd ok wiaskriing to be too eager to justify himself. On
WKH RWKHU KDQG LI , PHW KLP IRU WKH ILUVW WLPH ,1G ZRQGF

Xx 3>+H@ YDULHV IURP RQH LOQWHUYLHZ WR DQRWKHU IRU WKH PF
%XW LW FRXOG DOVR FRPH IURP IHDU RU KLP EHLQJ ZRUULHG D

x 3&KDQJHV LQ WRQH DQG ERG\ ODQJXDJH VXJIJHVW SRVVLEOH KL

In addition to these three responses there were two students who were not definitive in

their replies my underlining

x SMight EH WDONLQJ OLHV’
X 32YHUDOO ERG\ ODQ wiidértdngk dBUDIEEHRRXM/ KLV KRQHVW\ «’

It is noted that both these students had previous audit experience.

Summary of feedback
As only three students expressed any doubt thatatltBtee was not dishonest, the
conclusion from this feedback is that students came to an emotional and perhaps overly

black-andwhite conclusion.
It would be interesting to:

X show only scenario five to a control group of students to see if they camestntiee

conclusion after four minutes of observing the auditee, or if it was this extra time
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five scenarios and thus about twenty minutes of observatiwet caused them to-re
evaluate their initial views. After all, in real life, an auditor does notady have
the luxury of five repeated interviews with one auditee.

X require the students to justify to their audit manager the potential extra audit work that
they now feel is required on the understanding that, if that extra work only proved that
previows audits were correctthat the auditee was honesten they would have to
pay for the cost of that extra.

x ask how the 36% of auditees who, in this study, said that the auditee was dishonest,

will defend themselves when the auditee brings chargesrafesiagainst them.

All these points should be considereduture research.

However, the overall feedback, both qualitatively and quantitatively, is that the correct
interpretation of body language is a useful audit tool to assist auditors in obtaining
information about their auditees. Together with other audit findings, it will enable

auditors to identify areas of potential effectiveness, efficiency or honesty shortcomings in

their auditees.

6.5.6 Analysis of answers to gestion 5.2 (36 students anssved)

This question was the second of three posed after scenario five. Students were asked to
summarise their feelings as a result of having seen all five scenarios. This question asked
the student that if, having seen the scenarios, they now planneddentrate on areas of

work that were different to those initially planned, what areas that would be?

This question did not seek to question the now perceived honesty, effectiveness of
efficiency of the auditor, but just to give their feedback of areaiswiere not being well

run by the auditor. The background to the scenarios was that:

a), the auditee was in collusion with a member of their staff, so that epeindent check

which should hadbeen built into the control procedures may not have beeante#, and
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b), the auditee designed the EasyPay system and thus may well be able to use its defects tc

his own advantage.

Of the answers giverseven students specifically recommended that the auditor should
now consider the computer system, and thtedemnts that attention should now be given

WR WKH 3VA\VWHP RI FRQWUROV"’ 2WKHU DQVZHUV HVS
creditors, check the VAT on the invoices, look for false signatures, check the invoices, and
improve line management contsplvithout looking at the larger problems.

The overall message given by the students was that more work than initially planned was
indeed definitely required, but the two areas ocbunt-designed specific fault the
computer system arttle independergcof procedureswere not specifically identified.

6.5.7 Analysisof answers to giedion 5.3 (22 students answered)

This question, like 5.1 and 5.2, asked students to summarise their feelings as a result of
having seen all five scenarios. This was & ljuestion; it asked the student to provide
any final feedback. Because of the general nature of the question, and perhaps also
because of time limitations, only 22 students provided any feedback to this question. The
overall feedback said that the pess of viewing the videos and the use of body language
was most interesting, but that three areas of concern were particular themes that emerged:

Concern about the ability of an aulitee to hide his body language

X 3, QWHUHVWLQJ EXW GLOQ KD EHNIDRO®W S RBHRQHOKD
X 3, WKLQN WdhthoY he@ffildenPenough sevhen people getsed to it, they become very good at
it, so you cannot tell right away

The need to study this subject more

X 3+DYLQJ VHHQ WKHVH L QW H Uty Istddg \bodi. \&nguagebEcdUseLiP @R teweD oW
PDQ\ WKLQJV HVSHFLDOO\ KRZ KRQHVW VRPHRQH LV~

X 34XLWH DQ LQW4hdt FeliwtbdsilireDof beéfdre this. Will consider it more in future audits |
conduct. It was interesting to see the same womitrgyed and acted in very different mannets
JLYLQJ D FRPSOHWHO\ GLIIHUHQW RSLQLRQ RI WKH SHUVRQ DQGC

X 3([SHULHQFH DIWHU IXO0O0 WUDLQLQJ LV WKH RQO\ ZzD\ WR KDYF
ODQJXDJH RI DQ DXGLWHG SHUVRQ"’
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The needfor care in using the interpretation of body language.

X 37KH ERG\ ODQJXDJH SOD\V DQ LPSRUWDQW UROH LQ GHFLGLQJ
FDUHIXO LQ RUGHU WR XQGHUVWDQG VRPH NLQGYV RI DWWLWXG'

X 3, QWHUSUHWDW L R QinfipteddioR, HbuftD ke dhHuddetdantWve must check the ansmesr
FDQMW VD\ 3KH LV D OLDU” EHFDXVH KH LV QHUYRXV H PXVW W

In addition to these, two students noted that:

X 3%HFDXVH RI FXOWXUDO GLITHUSQHRWVV RMH ZDIVWXLH | DFX\VQ R QWRRIEQ

X 3%HKDYLRXU LV H[WUHPHO\ LPSRUWDQW EXW DW WKH VDPH V
(9, (1&(”

Summary of feedback
The areas of caution that students identified were that:

a) training needs to be given totter understand the whole technique of interpreting
body language, but that, nevertheless, anyone who is good at hiding their thoughts
may be able to conceal those thoughts, even from a (trained) auditor,

b) Care in interpretation is required, especiallyewttultural differences are present; and

c) There is no substitute for hard factual evidence.

6.6 Feedback after scenario ®n all the scenarios, and whether a fraud

investigation is now required

At this stage, | reminded students tHFefU R P D O @rnvetiOr thie Quditor originally
obtained from his file, Gary Smith is an efficient, effective, honest member of staff. Only a
FXUVRU\ DXGLW thed askiddrstudénts @é following:

x Having seen these five scenarios, is that still your imprage$
x :RXOG \RX FRQVLGHU D IXOO IUDXG LQYHVWLJDWLRQ

work?
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X Without any further suppbng data, would you ask your head afdit for an increase
in the audit time allowable in this areafYe$ Nd

x f yRX ZHUH SODQQLQJ \RXU DXGLW GHSDUWPHQWTV
training, if any, do you feel could be justified in providing training on behavioural
DXGLWLQJ" ««

x ,I \RX ZHUH SODQQLQJ \RXU DXGLW GHSDUWPHQWTY
training, if any, do you feel could be justified in providing training on the
LQWHUSUHWDWLRQ RI IDFLDO DQG ERG\ ODQJXDJH" -

The results of this feedbl, which are given in table 6.13 belpghow that:

X 97% of the students would not just do a cursaita

X 71% would both carry out a fraud investigation and give more time than originally
planned for the audit

x Students would hope to have 33% of their training on behavioural audit and 30% on

body language.

These results have besnb DQDO\VHG E \audivéxp&ien@eN ey show that
VWXGHQWY ZLWK PRUH WKDQ WZR DQG XS WR VL[ \HD!
ZLVH’ ZRXOG FDUU\ RXW D IUDXG LQYHVWLJDWLRQ
and none of them would extend the audit time, parad with 93% of those who had no
experience. Similarly, the more auditperienced students would give far less time t

behavioural auditing and bodgnguage training.

The conclusion is that, at an early stage of their career, students conselés tladue and

thus a need for training in both behavioural auditing and body language.
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Table 6.13

Whether to carry out a fraud investigation or not

Do notdo a Carry out Give % Training time on:
cursory a fraud more audit Behav.Aud. ‘ Body Lang
audit ? invest. ? Time?

All students
Change answert 63 42 34
No change answer 2 17 14
Neither Y or N 2 8 19
% seeking changg 97% 71% 71%
Average 33% 30%
Students with no experience
Change answers 29 23 14
No change answers 0 4 1
Neither Y or N 1 3 15
% seeking change 100% 85% 93%
Average 32% 41%
Students with <2 vears' experience
Change answers 9 2 3
No change answers 1 7 7
Neither Y or N 1 2 1
% seeking change 90% 22% 30%
Average 14% 13%
Studentswith 2-5 years' experience
Change answers 2 1 0
No change answers 1 2 3
Neither Y or N 0 0 0
% seeking change 67% 33% 0%
Average 15% 12%
Students with 610 years' experience
Change answers 3 2 2
No change answers 0 1 0
Neither Y or N 0 0 1
% seeking change 100% 67% 100%
Average 23% 15%
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6.7 General feedback from students on the process

The feedback from students on these scenarios and the specific feedback they gave was
both excellent and interesting. For example, etiisl appeared to believe that a real
auditee was being quizzed by an auditee and that his reactions were genuine. Students alsc
believed that the auditee was, on occasions, trying to provide the answers the auditor
wanted to hear, as opposed to genuineoorect answers. In addition, students interpreted

the change in facial and body language between the scenarios as a change of the wording

of the answers given, which was not, of course, the case.

The above results are derived purely from the quantatlata resulting from the
VWXGHQWVY IHHGEDFN RQ WKH TXHVWLRQV DERXW W
summary of the same. A full copy of that quantitative data is given in appendix 3,
together with a copy of the five scenariosviD at appendix 4.

Feedback from the students, especially in general discussion sessions at the end of eact
presentation, identified a very clear demand for more training and appreciation of this
practical auditing tool. The results from the data provided by the stustenigd that this

is a viable method of teaching (student) auditors about this aspect of behavioural auditing,

The feedback also indicated that further research might be productive, and this and further

research topics which were identified in earlierptees, are discussed in chapter 7.

6.8 Summary and @onclusion

For me, hese scenarios, and the results of presenting them,shaven how the usef
body language can be appreciated by bdtildentand practisingauditors as a valuable
tod. It helped them tadentify weaknesses in individuals and thus potential problems in a

company tspecifically, an audite® effectiveness, efficiency and hesty.
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Most excitingly, it indicated that an auditor should receive and evaluate all types of input
from an auditeexdata, written, oral anghysical tand then assesd these inputén order

to assist their conclusiemaking process aboatdit finding.

The research did show that the interpretation of body language by auditors is a tool that
will help them identify D Q D X Gdod¥ibld-tifshonesty, as well amlentifying if an
auditeeappearso be lesefficient andor effective as expected.

There are two overall conclusions: that more audit traininthernterpretationof body

language is requiredind that further research inighwhole area wouldbe, potentially,

viable and valuable. Such further research is discussdthpter 7.
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Chapter 7 QOverall summary, conclusionand areas for future resarch

7.1 Overall summary

This is an area of reseh that has long interested me. It started withréladisation that a
company might not offer ma job for no other reason thahat| had a beard in the

1 beards werseen by some companias a indicator ofdishonestyThis led me to
guestionwhether the look of gerson§ face could accurateliell an obsergr *for
example, an auditotanything valid about them. By extension, | then questioned potential
assumptions tt anauditor might male as a result otheir REVHUYDWLRQV RI1 C
facial or body languageor, in general, their behavioulhus my interest in behavioural
auditing and body language was born.

As ChiefExaminer for the IIA (UK and Ireland),examinedthe couse material that our
students were recommended to read, &mahd only superficial referenceboth to
behavioural auditing, and to the usetloé¢ interpretation of body languagg an auditor
As a result] then examined varigs textbooks to understatitese topicdetter but found

a paucity of information abotioth.

In addition, & a practising iternal audior, | was put under considerable pressure to
reduce costd found myself telling my teasto use their instincts R U 3 \tW&r a0+
nose” when interviewing auditees orderto help them, as audit®, decide how to work
more efficiently(ie, whether more or less work was required in a particular thsgave
planned toaudi. Inevitably, andperfectly reasonablyl was challenged about my
assumption thathis aspect of what | thought wdsehaviourh auditing could be a

practial, justifiable, audit tool

This research therefore started wih examination of the texboks to find an answer to
my initial question = 3Vhat is behavioural auditing” This searctiound sound references
to the behavioutaaspects of auditing, but little to define precisely what behavioural

auditing actually is. It didhowever suggesthe potential elements behavioural auditing
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| therefore questioned a wide sample of auditaysfall three audit disciplinesinternd,

external and consultaneyboth by the use of electronic questionnaires lanthce to face
interviews. | preset the target population for both the electronic and thedeege input,

but increased the latter to offset the poamerical response tihe former | askedthis
combinedfocus groupwhat they considered behavioural auditing to Wwkile assising

them by explaining the elements that textbooks identify as part of behavioural auditing.
At this stage | also took the opportunity task thei opinions about the use of the
interpretation of body language by auditors, and, indeed, whether either or both techniques

could assist in the potential identification of fraud.

The resulting information provided me with a considerable amount of dath, bo
guantitative and, especially, qualitative, which enabled niertoulate andecommend a
definition of behavioural auditing.

This led toconsideation of whether practisig or, especially, stude¢rauditorswould be
DEOH WR LGHQWLItybypbfeX@dstEtatb§  ihRighHMWitee answed

an auditor§ questionsThe research revealdba students could indeed identiffom an
DXGLWHHYV ERG\ ODQJXD JidweRdenKk & effeciethe duditet @O DV
the scenariosppeaed to be. It alsastrongly identified the need for training in the

interpretation of body language to be provided to auditors.

In summary, | found that:

X Auditorsdo nothave a clear understandiagherof what behavioural auditing isy of

its advantges andlisadvantages

x There is no commoor agreed definition of behavioural auditing, nor one thataoul
be agreed by the intervieweek;argue thereforethat a definitionneeds to be

established.

X 44% of nterviewees saithere were advantages in gang out behavioural auditing,
43% were neutral, and 13% said there were disadvantagest@&heewees identified

that thegreatest benefit that behavioural auditing provides is that it makes the audit
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more efficient; the least benefit is that it makies audit less businesike. However,
interviewees also identified that order to counteract these perceived disadvantages

of behavioural auditing, more trainingresquired.

Thereis scepticism about whether behavioural audiapgplies subjective jugement

making to the traditional, totally factuallyased, audit process. This is countered by
statements from experienced auditors who expressed surprise that | was enquiring
about the use of their intuition; they believed that any good auditor use¥uiisn

DQG DXGLW QRVH WR LGKQWIM WHKRE®IHPVU HD@REH3IEH W
D JRRG DXGLWRU’

7% of those interviewed said they did not tise interpretation obody language as

part of behavioural auditing@nd 25% said they positieused it. For those auditors
WKDW XVHG WKH DVVHVVPHQW RI DQ DXGLWHHYV E
FRQVLGHUHG WKDW WKH NH\ HOHPHQW ZDpdorvéyeH RE\
contact caused suspiciorHowever, fewinterviewees saidhat it was important that

two or more elements of body language should be consitlegether This indicates

that auditors who use the interpretation of body language as a tool require more
training in body language. Indeed, 89% of interviewees had retiyedy received

training in the interpretation of body language.

Although further research on body language for auditors is obviously desiaalilds

stagel have clearly demonstrated that a better knowledge of this subject would improve
the potentidd HIILFLHQF\ DQG HIIHFWLYHQHVV RI DQ DXGLWR

7.2 Overall conclusion

Behavioural auditing is understanding peoplatiwation, elationshipinformation and

WKH uasx{E IsWot@bout information decisions, relationships vis a vis acoayrdr

reporting. In addition, behavioural auditing can also be about the auditing of staff

behaviour when the behaviour of those staff is key to their work, for example, in a call
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centre. Behavioural auditing is not a specialism in its own right; itesobhe techniques
LQ DQ DXGLWRUTVY WRRO ER[ RI WHFKQLTXHV

Behavioural aditing canand shoulde definectlearly,especially agts use, including the
DVVHVVPHQW RI DQ D2geGidbenefield. Wyadt@nmendeagd definition is:

X TheidentifiFDWLRQ RI LVVXHV ZKLFK LPSDFW RQ DQ RUJIL
observation of staff behaviour, and/or

X The audit of a department in which the behavioural attitudes of staff in that
department are critical to customer perception of their organisati

All auditors should receive and evaluate gfids of input from an auditeedata, written,

oral andphysical- and then assess all these inputs in order to assist their conelusion
making process about audit findings. The interpretatiorodf/bangiage,which is a part

of behaviouralauditng, HQDEOHY DQ LQWHUSUHWDWLRQ RI DQ
information.The understanding of body language, which is, of coarseience in its own

right, isa techniguehat can advantageously be usedbglitors.

A better understanding of behavioural auditing and body language will be measurably
helpful to an appropriately trained auditor, especially so if carried out in the scoping
process of an audit prior to the full audit being carried out. Ant@udan be trained to
LQWHUSUHW DQ Duxge towlehky ¥/the Ru@itaeBl@dest, deceitful and/or
otherwise provides incomplete informatiorhus, the interpretation of body language by
auditors is a tool that will help them identify @A XGLWHHTV SRVVLEOH GLVK

identifying if an auditee appeared to lesd efficient and/desseffective tharexpected.

However, although the use thfe interpretation abody language is recommended in audit
textbooks, little effective tiaing is provided for auditors on itsse, and there is a danger
that they may be tempted to apply Hatrnt theoy to their practical audit work, and thus
reduce the quality of their audit workThere is a need and, indeed, a good potential
businesopSRUWXQLW\ WR SURYLGMKGQIMRIVDGRXDMHYVRU $
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Further research intbody language for auditomsill be of both academic and practical
benefit; this work will further the knowledge, understanding and application of
behavioural auditing and,hen applied in conjunction with other audit skills, viulrther

improve the effectiveness tife auditing profession

7.3 Areas for future research

In paragraphl.4, | note thatthe use ofinterviewing skills, the application of the
understanding of bgdlanguageskills, andthe interpretation of human behavioskills,

are all combined, albeit th@ach of those three skills is a major study in its own right.
Accordingly, there is a danger that selectively picking those elements from each skill only
to the depth which needs to be used by the practising auditor will be perceived to result in
a superficial understanding of each of the skilsasonsvere given as to kwy | felt this

was not thease but two main caveats that need to be considerye noed

i. The understanding of body language becomes far more complex when studying people
of different cultures or racial backgrounds. In this sttitly theoretical section on
body languagevas limitedto subjects who are British by birth and/or culture, tred

practical section on observing an interviewee who is a British subject.

ii. The audit students and ditors whoit is recommended should be studiady have
limited experience of fraud in their wopdace and, also, because of company
confidentiality, maynot wish to share their experience of fraud(s) that have occurred

in their company.

$ IXUWKHU IDFWRU ZKLFK ZDV QRWHG LQ SDUDJUDSK
facial hair has, historically, at some times been considered to be a meaghmar of
honesty, and possibly also their effectiveness and efficiency. The actor playing the
auditee in these scenarios may, thus, have created an initial impression to the students of

being less honest than a clegraven auditee.

In chapter sixand tohelp reduce the superficiality that was a potential coneeicedin

the second caveat, tipeoposed number of studenivho were asked tavg feedback on
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the body languagescenarioswas increasedo 67 students +68% more than initially
proposed.

The esults of the research in chapters two to six met the expectations and ambitions

required. It proved the methodology and clearly illustrated and exemplified the research
proposition made.

| now recommenduture researctinto the interpretationof body language forauditors
The following are notes on issues tBAbuld be addressedHowever, these notes dotn
considerthe potentially considerabl@ractical difficulties of undertaking such research.
Using themethodologydetailed in chapter sixt is suggested that

Future research ould retain:

X Five scenarios, each abdour minutes long.

x An audit situatiorthat is easily understandable &yone.

x The fixed camergpositionon the auditee onfZ KLFK VKRZV ERWK WKH D
and facial movemeat

X Theexistingformat of the scenarios:

(1) Honest.

(2) Very slightvaration of (1)ie, with hesitation on, say, two answers.
(3) Varying (2) by facial expressionsnly.

(4) Varying (2) by body movements only.

(5) Varying(2) byboth facial and bogdmovements.

X The number onswers given by the auditee. Tweistya practical, effective number.

x No change in the scripor in the tone of the questions and answersn the camera
angle,scenario by scenario.

Future research ould consider the folbwing changes

x Technical bcus Whilst maintaining a fixed and identical camera position for all the
scenariosijt could be beneficiato improvethecamerdf YRFXV RQ WKH DXGLYV
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Thisis especially important for scenafo so thastudents caronsider subtl@auditee
eye movements, which could also illustrate the potential interpretation of Neuro

Linguistic Programmingnoted on page 124 abgve

X The auditee. It would be beneficial toroduce more sets of scenarios, each with
different audiee, to enablestudents to watch male or female auditees who were of
different ages and of different ethnibmackgrounds(European- North and South,
Asian, African, American- North and South).Indeed, one or two auditees could even

have beards!

x Theaudtor. Mechanistion ofthe auditor question®iaybe advantageous order that

precisely thesame recorded questioasd responsesere used for all thescenarios

X Numbers An increase irthe total number of students who viewed the scenarios as
well asincreasing theproportion of experienced auditons tha populationcould be
beneficial, whilst noting their ethnic bakground, anccontinuing © note their audit

experience.

X Timescale Consideration could be given to monitoritttge impact on studesfor
perhapsone yearafter theyview the scenarigsin orderto measurewhether the
processcaused them to alteher future audit sample sizeand/or resulted iran
increased number of fraud identification(s), Amdn resulted inincreasd number of

effectivenesgfficiency recommendations.

Other

A further area of possible researgfich, has not been considered in this thessthe
alleged ability of a competent auditor to physically enter a company, or operation within a
company,DQG WR \ath@sphethedei+t WR UNQRZY thatlwdohetzeRrU N

is carried outeffectivdy andor efficienty or not This instinctiveassessment that some

(experienced) auditoxdaim, might, also, be the subject of potentially fruitful research.
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Appendices

Appendix 1  Appendicesl.1to 1.4
Ekman, Paul, Telling Lies (1985)D & KIDENW RI OLHV’

Appendix 2 Appendices2.1 0 2.14
Source data and furtheretiled results fronthat data + used in the
behavioural auditing data analysis in chapter 4

Appendix 3  Appendices3.1and 3.2
Source d& and further étailed results fronthat data+used to consider
the pacticalapplication of behaviouralalitingin chapter 6

Appendix 4  Five scenariosDVD

Appendix 1  Ekman, Paul, Telling Lies (1985} D 3& KHsEMILHV~

The notes beloware directly cod from Tables 1 to 4 from thpublication It should be
noted that the information is based on Anglo Saxon W8%ed subjects For auditors,
appendix 1.4s especially commended.

Appendix 1.1 Table 1

The betrayal of concealed infanation organized by behavioral clues.

Clue to deceit Information revealed

Slips of tongue May be emotiorspecific; may leak infonation unrelated to emotion

Tirades May be emotiorspecific; may leak information unrelated to emotion

Indirectspeech Verbal line not prepared; or, negative emotions, most likely fear

Pauses and speech errors  Verbal line not prepared; or, negative emotions, most likely fear

Voice pitch raised Negative emotion, probably ger and/or fear

Voice pitch lowered Negative emotion, probably sadness

Louder, faster speech Probably anger, fear, and/or excitement

Slower, softer speech Probably sadness and/or boredom

Emblems May be emotiorspecific; may leak information unrelated to emotion

Illustrators decrease Boredom; line not prepared; or, weighting each word

Manipulators increase Negative emotin

Fast or shallow breathing  Emotion, not specific

Sweating Emotion, not specific

Frequent swallowing Emotion, not specific

Micro expressions Any of the specific emotions

Squelched expressions Specific emotion; or, may only show that some emotion was interrc
but not which one

Reliable facial muscles Fear or sadness

Increased blinking Emotion, not specific

Pupil dilation Emotion, not specific

Tears Sadness, idtress, uncontrolled laughter

Facial reddening Embarrassment, shame, or anger; maybe guilt

Faci#l blanching Fear or anger
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Appendix 1.2 Table 2

The betrayal of concealed information, organized by type ahformation

Type of information

Verbal line not prepared

Non-emotional informéon
(eg: facts, plans, fantasies

Emotions (eg: happiness,
surprise, distress)

Fear

Anger

Sadness (Maybe guilt and
shame)

Embarrassment

Excitement

Boredom

Negative emotion

The arousal of any emotion

False emotion

Fear

Sadness

Happiness

Enthusiasm or involvement
with what is being said

Negative emotions

Any emotion

Behavioural clue

Indirectspeech, pausespeech errors, illustrators decrease
Slip of the tongugtirade, emblem

Slip of the tongue, tirade, micro expression, squelched expression

Indirect speech, pauses, speech errors, voice pitch raised, louder and
speech, reliable facial musc|dacial blanching

Voice pitch lowered. Slower and softer speech, reliable facial muscles,
tears, gaze down, blushing

Blushing, gaze down or away

Increased illustrators, voice pitch raised, louder and aster speech

Decreased illustrators, slower andtespspeech

Indirect speech, pauses, speech errors, voice pitch raised, voice pitch
lowered, manipulators increake

Changed breathing, sweating, swallowing, squelched expression, incrt
blinking, pupil dilation

Appendix 1.3 Table3

Clues that expression is false
Behavioral clue

Absenceof reliable forehead expression

Absenceof reliable forehead expression

Eye muscles not involved

lllustrators fail to increase, or timing of illustrators is incorrect

Absence of sweating, changed respiration, or increased manipulators

Asymmetrical expression, onset too abrupt, offset too abrupt or jaggec
location in speeh incorrect
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Appendix 1.4 Table 4

Checklist of lies

Questions about the lie

Hard to detect Easy to detect

1. Can the liar anticipate exactly when he or she has to lie?
YES: line prepared and rehearsed NO: line not prepa

2, Does the lieinvolve concealment only, without ant need to falsify?
Yes NO

3. Does the lie involve emotions felt at the moment?

NO YES: especially difficult if (a) negative emotions su
as anger, fear, or distress must be concealet
falsified, or (b) liar mgt appear emotionless ar
cannot use another emotion to mask felt emotions
have to be concealed

4. Would there be amnesty if liar confesses to lying?
NO: enhancesl DUV PRWLYH WR V YES: chance to induce confession

5. Are the stakes in tems of rewards or punishments very high?
Difficult to predict: while high stakes may increase detection apprehension. Should also ntlogiliateo
try hard

6. Are there severe punishments for being caught lying?

NO: low detection apprehension; but m YES: enhances detection apprehension, but pe

produce carelessness may also fear being disbelieved, producing fa
positive errors

7. Are there severe punishments for very act of having lied, apart from the losses incurred from th

deceit failing?

NO YES: enhances detection apprehension; person
be dissuaded from embarking on lie if she or
knows that punishment for attempting te Iwill be
worse than the loss incurred by not lying

8. Does the target suffer no loss, even benefit, from the lie® the lie altruistic, not befitting the
liar?

YES: Less deception guilt if liar believes this NO: increases deception guilt

be so

9. s it a situation in which the target is likely to trust the liar, not suspecting that he or she may bt
mislaid?
YES NO

10. Has liar successfully deceived the target before?
YES: decreases detection apprehension; an NO
target would be ashamed or otherwise suffer
having to acknowledge having being fooled, ¢

or he may become a willing victim
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Questions about the ligcont)

Hard to detect Easy to detect

11. Do liar and target share values?
NO: decreased deception guilt YES: increases deception guilt

12. Is the lie authorized?
YES: decreases deception guilt NO: increases deception guilt

13. Is the target anonymous?
YES: decreases deception guilt NO

14: Are the liar and the target personally acquainted?
NO YES: lie catcher will be more available to avoid errc
due to individual differences

15. Must the catcher conceal his/her suspicions from the liar?
YES: lie catchemay become enmeshed in his/t NO

RZQ QHHG WR FRQFHDO DQG

behavior

16. Does lie catcher have information that only a guilty, not an innocent, person would also have?
NO YES: Can try to use Guilty Knowledge Test if tl
suspetcan be interrogated

17. Is there an audience who knows or suspects that the target is being deceived?
NO YES: may enhance duping delight, detecti
apprehension, or deception guilt

18. Do liar and lie catcher share the same language or national or culturddackgrounds?
NO: more errors in judging clues to deceit Yes: better able to interpret clues to deceit
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Questions about the liar

Hard to detect Easy to detect

19. Is the liar practiced in lying?
YES: especially if practed in this type of lie NO

20. Is the liar inventive and clever in fabricating?
YES NO

21. Does the liar have a good memory?
YES NO

22. lIs the liar a smooth talker with a convincing manner?
YES NO

23. Does the liar use the reliable facial muscles as conversational emphasizers?
YES: better able to conceal or falsify facie NO
expressions

24. Is the liar a skilled as anactor, able to use the Stanislaski method?
YES NO

25. Is the liar likely to convince her/himself of her/his lie, believing that what s/he says is true?
YES NO

26. IssheorheD pQDWXUDOY OLDU RU SV\FKRSDWK"
YES NO

27. 'RHV OLDUYV SHUVRQDOLW\ PDNH OLDU YXOQHUDEOH HLYV
NO YES

28. Is he or she ashamed of what he or she is concealing?
Difficult to predict: while shame works to prevent confessleakage of that shame may betray the lie

29. Might suspected liar feel fear, guilt, shame or duping delight eveif suspect is innocent and not

lying, or lying about something else?
<(6 &DQYW LQWHUSUHW HP NO: signs of these emotions are cltesleceit
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Questions about the lie catcher

Hard to detect Easy to detect

30. Doe the lie catcher have a reputation of being tough to deceive
NO: especially if liar has in the past be YES: increases detection @ehension; may als
successful in fooling the lie catcher increase duping delight

31. Does the lie catcher have a reputation of being distrustful?
Difficult to predict; such a reputation might decrease deception guilt; it may also increase de
apprehension

32. Does the lie catcher have a putation of being fare-minded?
NO: liar less likely to feel guilty about deceivir YES: increases deception guilt
the lie catcher

33. Is the lie catcher a denier who avoids problems and tends to always think the best of people?
YES: probably will overlookclues to deceit; NO
vulnerable to false negative errors

34. Is lie catcher unusually able to accurately interpret expressive behaviors?
NO YES

35. Does the lie catcher have preconceptions that bias him/her against the liar?
NO YES: although lie catcher Wilbe alert to clues tc
deceit, he will be liable to false positive errors

36. Does the lie catcher obtain any benefits from not detecting the lie?
YES: lie catcher will ignore, deliberately ¢ NO
unwillingly, clues to deceit

37. Is lie catcher unable to tolerde uncertainty about whether he is being deceived?
Difficult to predict; may cause either false positive or false negative errors

38. Is lie catcher seized by an emotional wildfire?

NO YES: liars will be caught, but innocents will t
judged to be lying (fise positive errors)
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Appendix 2 The resultsof the interviews areprovided in chapter 4

The detailed results from the data analysisare given in appendices 2.1 to 2.12he
summary of page statistics of the interviewsre given in appendix 2.13, andhe raw

data from the electronic and pilot questionnaires is given in appendix 2.14

Appendix 2.1
What is behavioural auditing? - Scope and elements
Percentage of respondents
LV LW DERXW ««
and on ascale*from5to 1 54 3 2 1 Scale point
Average
1.1 Audit nose 16 50 22 9 3 3.7
1.2 Information/decisions 225019 9 O 3.8
1.3 Judging people 134722 9 9 3.4
1.4 Management 3147 6 13 3 3.9
15 Motivation 2250 6 9 13 3.6
1.6 Auditing motivations 6 53 16 22 3 3.4
1.7 Relationship vis a vis accounting 13 41 38 0 9 3.5
1.8 Relationship vis a vis information 19 63 19 0 O 4.0
1.9 Reporting 19 44 13 22 3 3.5
1.10 Organisation's social dimension 16 41 22 6 16 3.3
1.11 Understanding people 3847 9 6 0 4.2
*When scale point:
5 is Strongly Agree 4 is Agree 3 is Neutral, 2 is Disagree 1 is Strongly Disagree

Appendix 2.2
What is behavioural auditing - Scope, sorted into highest scale point 1st|

Scale Point (% of replies)
5 4 3 2 1 Aveof

Replies*
1.11 Understanding people 38 47 9 6 0 4.2
1.8 Relationship viz a viz information 19 63 19 0 0 4.0
1.4 Management 31 47 6 13 3 3.9
1.2 Information/decisions 22 50 19 9 0 3.8
1.1  Audit nose 16 50 22 9 3 3.7
1.5 Motivation 22 50 6 9 13 3.6
1.9 Reporting 19 44 13 22 3 3.5
1.7 Relationship vis a vis accounting 13 41 38 0 9 3.5
1.3 Judging people 13 a7 22 9 9 3.4
1.6  Auditing motivations 6 53 16 22 3 3.4
1.10 Organisation's social dimension 16 41 22 6 16 3.3

This appendix identifies the key elements sorted into order from most agree to most disagree.
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Appendix 2.3
What is and what is not kehavioural auditing *elements

Interviewees that expre=s a clear preference BA  Not BA BA < Not BA
All IA__Con EA

1.1 Audit nose 17 -3 +14 6 0 1
1.2 Information/decisions 1 -6 -5 -1 -1
1.3 Judging people 7 -7 0 1 -1 -2
1.4 Management 1 -2 -1 0
15 Motivation 8 -2 +6 2 1 2
1.6 Auditing motivations 4 -2 +2 0 0
1.7 Relationship vis a vis accounting4  -11 -7 2 0 -1
1.8 Relationship visa vis information 8 -4 +4 2 0 1
1.9 Reporting 1 -12 11 5 -1 1
1.10 Organisation's social dimension 3 -2 +1 1 1 -1
1.11 Understanding people 17 0 +17 9 2 2
Appendix 2.4

Results from the electronic surveyn the suggested definition of
behavioural auditing

Scale Point (% of replies)
5 4 3 2 1

Scale point

Average
3.1  The human behaviour of staff, etc 9 56 19 16 0O 36
3.2 As 3.1+ ".trained staff", etc 13 50 22 13 3 36

3.3 As 3.2+"assessnj W HPSOR3HHAA HMF 16 O 3.9

It was noted that 15.6% of all replies either disagree or disagree strongly with each
suggested definitions.

When scale point5 is Strongly Agree
4 is Agree
3 is Neutral
2 is Disagree
1 is Strongly Disagree

of the

Appendix 2.5
Results from the electronic survey on the suggested definition of
behavioural auditing sorted by professional experience

Int Con Ext I/IC IJE C/E I/ICIE TOTAL

3.1 3 1 1 5
3.2 $V SOXV «2 1 1 1 5
3.3 $V SOXV «3 3 1 1 8

Although all inteviewees answered the questipfesv gave an absolute preference.
Most gave valualel subjective comments, which are considered in chapter 5.
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Appendix 26. Questions 10, 11 qualitative analysis. Table 4.8

Do vou use body language and what elements do yoaypattention to?

Prof. Experience Do you use ? What do you consider?
Yes ? No Eyes Arms Face Hands Legs Stance
+ve ?
Ref
Internal Audit VW X X X X X
MS X
JT X
MC X X X
VP X X
PSw X
SD X X X
SWwW X X
PR X
KD X X
RS X X
Consultant Audit PT X X
PH X X
External Audit IL X X
AP X X X
SC X
JL X
Int/Cons Audit BR X
PS X X
GF X X X
GF X X X
Int/Ext Audit PA X X
TS X X
Cons/Ext Audit DW X
LB X
ML X X
CH X
Int/Cons/Ext Aud KLV X
SCh X

TEE @ BA OB O
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Appendix 2.7. Question 12 - qualitative a nalysis.

Has scope of audit a ltered as a result of applying body
lanquage?

Ref Yes Maybe No

Internal Audit VW X
MS X
JT X
VP
SD X
SwW
TK
PR
KD
RS
External Audit IL X
JL X
Int/Cons Audit BR X
PS
GF X
Int/Ext Audit PA
TS
Cons/Ext Audit LB
Int/Cons/Ext Aud KLV
SCh X

x

X X X X X

x

X X X X

X
X
<31
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Appendix 28. Question 8b tElectronic feedback, andquestion 14-
interviews

Have you had any training in body language?

Ref Yes Some- by.. No None, by default
Course Exp.nce

Internal Audit VW X
MS X X
JT X X
MC
VP X
PSw X
SD X
SW X
TK X
PR X
KD X
RS

x

(O Re

Consultancy Aud,PT X

PH X
External Audit IL X

AP X

SC

JL X
Int/Cons AuditBR X

PS X

GF X X

GF X
Int/Ext Audit PA

TS
Cons/Ext Audit DW X

LB X

ML

CH
Int/Cons/Ext Aud.KLV X

xX X

X X

X X

4 8 8 7 8

Z

x Electronic feedback
O Interviews

I.)I
H
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Appendix 2.9 .  Question 13 zqualitative a nalysis.

Has use of behavioural auditing led you to id entify fraud?

Prof. Experience Suspected Fraud? If Yes, was fraud found?
/V
Ref No Yes Yes No
Internal Audit MC X X
VP X X
PSw X X
TK X X
SwW X
KD X X
RS X X
Consultant Audit PT X X
External Audit AP X
Int/Cons Audit BR X X
GF X X, X, X
Int/Ext Audit TS X X

Appendix 210

How often do you use behavioural auditing?

Number of replies

Way of Life All Audits  Twice a year Annually Never

you.. 14 3 3 3 9

your colleagues
and those more senior.. 7 6 6 2 11

your colleagues
and those more junior.. 6 6 5 1 14

Average: 5.0 4.1 2.0
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Appendix 211

Why use behavioural auditing?

Strongly Strongly
Agree Agree Neutral Disagree Disagree

12 12
10 15
14 11
8 16
7 14

Clarification when sizing an audit ?
Makes audit work more effective ?
Makes audit work more efficient ?
Makes audit work more businesdike ?
Assists good auditor/auditee relations ?

ONNDNW
OO DD

1
1
0
1
1
Average: |4.d [10.4 [144 [34

Appendix 212

Disadvantages of behavioural auditing?

Strongly Strongly
Agree Agree Neutral Disagree Disagree
Not really come across it before 3 8 10 7 4
The benefits are not quantifiable 3 14 7 6 2
It doesn't fit with a normal audit style 0 7 8 14 3
There is little understanding about it 6 10 6 8 2
You have had no training in its use 6 12 8 2 4
It is pseudoscientific waffle 1 1 10 13 7
Bosses/auditees would not accept it 3 10 8 8 3

Average: |3.1 8.9 8.1 8.3 |3.6
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Appendix 2.13 Summary of page statistics of the interviews

Initials Original Formatted Experience analysed by discipline
transcript transcript
Size pages Size pages | Int Ext Con | I+E | I+C | E+C | I+E+C
0] E) ©
(Kb) (Kb)

AP 143 4 77 4 X

BR X

IT 95 4 75 5 X

CH (+lb+ch) 53 3 X

CE 52 1 33 1 X

DW (+lb+ch) 53 3 X

GF 105 4 63 5 X

IL 209 3 53 4 X

KD 133 3 45 4 X

KLv X

L 173 5 60 5 X

LB (+ch+dw) 54 4 X

LB+CH+DW 47 5

MC 233 4 66 5 X

ML 38 3 47 4 X

MS 80 5 52 6 X

PA 48 3 47 4 X

PH 40 4 52 4 X

RN ? 4 ? 4 X

PS X

VP 129 5 62 6 X

PSw 187 3 52 4 X

PR 187 4 57 5 X

PT 115 3 50 3 X

RS 98 3 46 4

SC 194 4 54 5 X

SCh 101 3 51 4 X

SD 114 4 57 5 X

SW 219 3 49 4 X

TK 137 4 56 5 X

TS 108 4 61 5 X

VW 124 5 69 6 X

TOTALS 97 121 1 5 3 1 4 4 2
2

Note: For brevity, the transcribed interviews from the 31 auditors interviewed, a total of
121 formattegages, are not attached.
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APPENDIX 2.14

_1

_10

9

_8

_6

5

_4

QLA QLA Q1A Q1A Q1A QLA QLA Q1A Q1A
3 7

QUESTION 1
QLA QLA
1 2

1
2

Ref Number

10
11
12
13
14
15
16
17
18
19
20
21

22
23
24

P1

P2

P3

P4

PS5

P6

P7

P8

P9

110 125 115 108 111 128 113 107 133

117 123

TOTAL

3.84 344 391 359 338 347 4.00 353 3.34 4.16

3.66

AVERAGE

12
15

10
15

St. Agree

17 13 20 14 13
12

16

16 15

16

Agree

Neutral

Disagree

St. Disagree
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A Q2A
10 11

9

8

7

6

5

_4

Q2A Q2A Q2A Q2A Q2A Q2A Q2A Q2A
3 _

QUESTION 2
Q2A Q2A
1 2

1
2

Ref Number

10

10

11

11
11
11

10

10

10

10

11
11

10

10
11
12
13
14
15
16
17
18
19
20
21

11
10

10

11

10

11

10

11

10

11

11
10

10

11
10

11

10

11
11

10
11

22
23
24

10

11

10

11

10
11

P1

10

P2

11

10

P3

10

11

P4

10

11
11

PS5

10

P6

10

11

P7

11

10
11

P8

10

P9

202 191 162 171 214 210 168 227 198 116

193

TOTAL

6.19 3.63

6.31 597 506 534 6.69 656 525 7.09

6.03

AVERAGE

11

1st
2nd

3rd
4th
5th
6th
7th
8th
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Ref
Number

O©oOo~NOOhr~WNEPRE

NNNNNRRRPERRRRRER
EWONRFPOOONOOUDWNEREO

P1
P2
P3
P4
P5
P6
P7
P8
P9

TOTAL

AVERAGE

St. Agree
Agree
Neutral
Disagree

St. Disagree

QUESTION 3

Q3_A

1

AN AAMNMNOAPPTTOOOAODWWDARBEADEANDW

ArNMNWEADNWDSD

115

3.59

18

o o1 o

Q3_A
2

WhhAbhbpoaoNMNPAAPOWTOgWdowuoaobrbbowbhbbr,bsrbdbDdN

ADNOAFPLPDNOOPAM®W

114.

3.56

N

16

N N

Q3_A
3

NwOaOaNPPOAORBDEROWWONDEREBAEBENWPEAOOOO

anNnNs,ooabdhobspb~o

124

3.88

10
13

o o s

Ref
Number

O© O ~NOOUDSWNPE

e
= o

12
13
14
15
16
17
18
19
20
21
22
23
24

P1
P2
P3
P4
P5
P6
P7
P8
P9

TOTAL

AVERAGE

QUESTION 4

Q4_A

1

P OO OO wWwOaEFrRrNAAERPNOOMOOREOEO

g phrFR,rPWORFR,EFP®

106

3.31

Q4_A
2

PO WEFRMAMARPODOUORFRPM~ARRPWORARRPWOPMNOOR,EPRMAEPO

A OTWNWEEPDN®W

92

2.88

PO WRDMRPRUOUORDMRPRDAAMRPWOAODNOCRRERREREO

A WEFEPDNWEFRPRERPPFEP®W

85

2.66

AOODNMNNMNB_ANPPLOWVDAOPRWOWPPROOPAPPONMNPEPPAROPAEP~A®

A O AN WOA PR

>35-45
>45-55
>45-55
>35-45
>45-55
>45-55
>25-35
>35-45
>45-55
>45-55
>35-45
>45-55
>35-45
>45-55
>55-65
>35-45
>45-55
>25-35
>45-55
>25-35
>25-35
>55-65
>45-55

Never
Annually
Twice a year
All audits
Way of life

w w w ©

14

11

~NoOoON

14

o o O

o o1 -

14

16-25
25-35
35-45
45-55
55-65

Total no of 5s is
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Analysis for

way of life
resp onses (5)
1 2 3 4
3
1
3
3
1
3
3
1
1
1
1
1

5

[ 27]0 2 9 11 5



QUESTION 5

Q5 A1

A Q5 A3 0Q5A4 Q5A5 Qb5a

Q5_A 2

Ref Number

10
11
12
13
14
15
16
17
18
19
20
21

22
23
24

P1

P2

P3

P4

P5

P6

P7

P8

P9

TOTAL 108.00 104.00 124.00 101.00 109.00

3.25 3.88 3.16 3.41

3.38

AVERAGE

3
12
12

St. Agree

14
11

10
15

Agree
Neutral
Disagree

St. Disagree

14

16

4
1

222



QUESTION 6

Q6_A_1

A Q6_A_ 3 Q6_A4 Q6_A5 Q6_A6 Q6 A7 Q6a

Q6_A_2

Ref Number

10
11
12
13
14
15
16
17
18
19
20
21

22
23
24

P1

P2

P3

P4

PS5

P6

P7

P8

P9

98.00

83.00 106.00 110.00 72.00

95.00 106.00

TOTAL

331 2.59 3.31 3.44 2.25 3.06

2.97

AVERAGE

St.
Agree

3
14

10

12

10

Agree

10
13

10

Neutral
Disagree

14

St.
Disagree
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QUESTION 7 A QUESTION 7B QUESTION 7 C

Ref Q7a A Q7a A Q7aA QWb A Q/bA Qb A Qb A Q/bA Q7c A QIcA Q7cA

Number 1 2 3 1 2 3 4 5 1 2 3
1
2
3 6 6 6 2 2 2 2 1 1 2 1
4
5 3 6 2 1 2 2 2 1 2 1 1
6 2 6 2 2 2
7 1 2 3 1 2 2 2 2 1 1
8
9 2 1 2 2
10
11 1
12 1 1 2 1 2 2 2 1 1
13 2 3 6 1 1 2 1 2 2 1 2
14 2 4 2 1 1 2 2 1 2 1 1
15
16 2 3 6 1 1 2 1 1 2 1 1
17 1 2 1 1
18
19 1 1 1 2 2 1 2 1 1
20 2 5 1 1 2 2 1 1
21 2
22
23 2 6 2 2 2 1 1 1 2 1 1
24
P1
P2
P3
P4 2 2
P5
P6
P7
P8 1 5 1 2 2 2 2
P9 3 6
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Ref
Number

OO NP WNLPE

ol
= O

12
13
14
15
16
17
18
19
20
21
22
23
24

P1
P2
P3
P4
P5
P6
P7
P8
P9

16-25
25-35
35-45
45-55

QUESTIONS 9B, C,D

Q9b

>35-45
>45-55
>45-55
>35-45
>45-55
>45-55
>25-35
>35-45
>45-55
>45-55
>35-45
>45-55
>35-45
>45-55
>55-65
>35-45
>45-55
>25-35
>45-55
>25-35
>25-35
>55-65
>45-55

1
5
8
14

55-65
28

rOoaNMNMNDINMNPPOOAOPRRODDOPAPONMNPEAEDdDDODSAADP®W

AUOUANWARWOR

3.1%
15.6%
25.0%
43.8%

4

Q9c

Female
Female
Male
Male
Male
Female
Male
Female
[Not Answered]
Female
Female
Male
Male
Male
Male
Male
Male
Male
Male
Female
Female
Male
Male

Male
Female
Not ident

12.5%

NNEFPEFEPNNNMNNMNNMNNNNPERPRPOPRPNEDNNMNEREPR

P RPRPRPNMNNRREDN

17 53.1%
14 43.8%

1

3.1%

Q9d 1

CCAB

CCAB
CCAB
CCAB

CCAB
CCAB

CCAB
CCAB

225

Q9d 2

PIIA

Q9d 3 Q9d_4

MIIA Other 1 3
MIIA 3
Other

1
1
MIIA 1 3
Other
MIIA Other 3
MIIA Other 3
Other
MIIA 1 3
Other 1
MIIA 3
Other
MIIA Other 3
Other 1
MIIA 1 3
Other
Other
Other
Other
3
1
1 3
1
3
1
CCAB 12
MIIA 12
Other

CCAB + MIIA 5

MIIA / Other 4
CCADb / Other 3
All 3 1

B A DA A D

N

A BAD

A D BA DS

19



Ref
Number

O o0 ~NOOULDA,WNPE

ol
= O

12
13
14
15
16
17
18
19
20
21
22
23
24

P1
P2
P3
P4
P5
P6
P7
P8
P9

QUESTION 9D (CONT), E, F

Q9dSpecified_4

MSc in Audit, Management & Consultancy

CA, CIA

Currently studying for IRM Diploma in Risk Management

FIIA
PIIA Student

FIIA

QICA, CEng, MBCS, CITP
CIA, CFSA, Banker

CISA

ACA

ACA
ACA

226

Q9%

Masters
Diploma
Degree
Degree
Degree
Masters
Degree
A level
Degree
Diploma
Diploma
Masters
Degree
A level
Degree
Degree
Diploma
GCSE
[Not Answered]
Degree
Degree
Degree
PhD

Q9f A Q9f A QOIf A
1 2 3

DO OOODOOOO OO R, OO

OO, P~,WWWW

(6]

(631



Ref
Number

1

O o0 ~NOO UL, WN

ol
= O

12
13
14
15
16
17
18
19
20
21
22
23
24

P1
P2
P3
P4
P5
P6
P7
P8
P9

Q9_A_1

()]

Q9 _A_2 Q9. A 3 Q9 A 4 Q9 _AS5

oo

4

(620 )

227

o oo

(o2

Q9h_A_1

Full time

Part time

Q9h_A_2

Part time



Appendix 3 Detailed results from the practicalapplication of
behavioural auditing rsummarised in chapter 6

Appendix 3.1

Qualitative feedback on scenarios (sorted by experience)

Obs | Exp | Q. | Comments from the feedback sheets completed by the observers of the f

Ref: | cat: | Ref | scenarios.

1.11 |1 1 , GLGQTW VHH DQ\WKLQJ WR PDNH PH

1.14 | 2 1 He tries to look relaxed and open, but | doubt that.

1.15 |4 1 Does not concentratepays no serious attention to the critical
guestions.

201 |1 1 | Does not take interview very seriously.

202 |1 1 Seems a little too relaxed. Audit more scepticism seems to be
useful.

203 |1 1 | Seems a little bit too relaxed.

210 |1 1 Hesitation affects the reliability. Too @perative in interview,
seemed rehearsed. [!]

211 |1 1 Seems very overly confident in hisnnerisms towards answering
the questions. This makes me want to question [the] overall hg
of his answers.

212 |1 1 Seemed very confideaimaybe too confident? Body language w
very open and confident.

3.06 | 2 1 Seemed confident and competent

3.09 |2 1 Seemed quite confident in his answesgemed honest.

3.10 | 2 1 Generally he appeared fairly efficient but his answers to some
detailed questions suggested he was either not aware or rather
indifferent, especially re checks. He did not alwaysimesp
confidence.

3.11 |3 1 Hands formed a barrier in front of face on occasion. Possibly
missing something as picked up coffee cup as a distraction.

3.12 |3 1 | There was certain leading questions asked making the client ar
what he perceived the best ames was.

3.15 | 4 1 He seemed hesitant and needed to defend himself a few times,
seems not to be a credible source of information.

403 |1 1 He was not efficient and honest but could have been effective if
available.

404 |1 1 Not effective because helies too much on the managers and on
systems without using his logic.

4.06 | 1 1 Body language seems to lean to hiding something as maybe ur
some senior[management]pressure over long periods

409 |1 1 +H VHHPHG RYHU FRQILGHQW AMARZIORIS

KDYH pROG V\VWHPVY DW WKLV WLPH
seemed honest.

414 |1 1 Looks like hiding something. Gesture is protecting himself

415 |1 1 Probably effective but not so efficient due to management systg
Does gem he is hiding something
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418 | 2 1 He seems to be relatively efficient, effective, hoard§R ZH Y H U
sceptical because of the limited level of details he has provided
specific questions and seems aggressive

1111 |2 , GLGQTW VH EksD.Q scénalidH.UH Q

1.13 |1 2 Crossing his hands like he is trying to keep himself from [auditg

1.14 | 2 2 He is definitely closed, but he freaks out when certain question
asked and the body language shows that he is closed and doeg
to tell what heshould not tell

203 |1 2 Looks more competent than in scenario 1.

205 |1 2 Invoices should be supported by a goods received note in orde
be paid.

210 |1 2 No hesitation, lack of body language, seemed more confident.

211 |1 2 His answer techniqueasg quite stern in parts. He was not as ovg¢
confident as scenario 1.

2.12 |1 |2 |[He was] quite aggressive with his answers and seemed to war
overpower the auditor with his voice.

215 |1 2 He was quite unsure about certain subjects.

217 |1 2 Uncomfatable. Stuttery. Aggressive?

3.05|2 2 Obviously thrown by VAT question, less sure of how to respong
without seeing scenario 1 would have scored higher

3.06 | 2 2 He looked more uncertain over some questions, and a bit ceun
offensive compared to saaio 1

3.09 |2 2 He did a bit of frowning / raising eyebrows which makes me thir

PD\EH KH ZzZDVQITW WRWDOO\ KRQHVW"

3.10 | 2 2 Much more confident in responses. VAT number response sug
huge inefficiency but otherwise a fairly reliable interviewee.

3.11 |3 2 Frowning on occasional questions. Abrupt responses. Slight
offence that he is being questioned.

3.12 |3 2 | Alot of frowning tmaking things up as he was going along.

3.15 | 4 2 Facial expression reveals some form of tension probably there
incongrience between what he is saying and what he knows to
true.

404 |1 2 He seems more confident of what he is doing, also showing
awareness that not everything is perfect.

405 |1 2 | There was certain areas where Gary was reluctant and unsure
about such asAT.

406 |1 2 Major difference [between videos 1& 2]: 1) seemed very scripte
and too confidlentDOPRVW DV WKRXJK WKH D(
2) Paused to take a drink from his coffag when asked about
false cheques/signatures ... could be lyirggsach a question was
not prepared for

410 |1 2 Seemed to be defensive, nervous at beginning. Slightly more
arrogant than in the Linterview.

414 |1 2 Fairly nervous, | think Gary is lying when he drank from the cup

415 |1 2 He still has problems wh the management system yet he seem
more confident and assured answering the questions!!

418 |2 |2 | Gary seemed more honest but much less effective and eftitisnt
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confidence was perhaps an indicator of this

103 |1 3 His behaviour looks likeénis not really worried, however, he may
be good

1111 |3 'LGQTW QRWLFH H\H PRXWK PRYHPHQV
language was more depressive, and his face and voice was tet
or more impatient.

1.13 |1 3 Crossing handstkeeping distance with audr.

1.14 | 2 3 He is very tense and closed, answers short and quickly he feelg
uncomfortable. Very poor eye contact.

117 |6 |3 , ZDV ORRNLQJ DW WKH pKROLVWLFTY E
information, not being totally honest, which raises questio me
regarding why?

203 |1 3 Seems he has prepared in advance what he ought to say, and
seems a little bit nervous.

2.10 |1 |3 | Hands dipped together. Moves only when anxious.

211 |1 3 Smiling a lot?

212 |1 3 Seemed very calm and relaxed. He lsepiting?

216 |1 3 Quick to answer, uncertain to me.

3.06 |2 3 He seemed quite nervous and concerned , especially over men
of the VAT question

3.07 |2 3 No zbut jiggly leg also caused concern over his honesty.

3.11 |3 3 Inconsistent eyeontact noticable. Robotic responses. Did not
really want to be there.

3.12 | 3 3 | Very defensive.

3.15 |4 |3 | When he took a drink, it was as if he was trying to cover his fac

405 |1 3 Looks away for certain questions amervous

406 |1 |3 'LGQIYW VW R Sstiff, RodMhkkig kbo mMuBhRabout his
answer

410 |1 |3 | Better eye contact

415 |1 3 He seems very tense and constantly anxious about answering
guestion! It seems that something is wrong

1.11 |1 |4 | Seemed a lot more nervous here; tapping tableshimg his face
with his hands; crossed arnsseemed very defensive. Was stra
to see how he tensed and relaxed according to each question

1.13 |2 |4 | Thistime he lies, definitely.

1.14 |2 |4 | Touches his mouth a lot, defensive stance, tense, seemsl relaxd
when the interview came to an end. Neck/tie ruffling

1.17 (6 |4 Defensive use of hands to the face and thesaterrupting
answers by drinking: thinking time. Hand on hip;
power/domination?

203 |1 |4 'LGQTW NQRZ ZKDW WR GR DERXW KD(

208 |1 4 | Tensearm folding, slightly defensive, tapping fingers, appears t
be nervous and anxious, looking away down left.

210 |1 4 Crossed arms, played with his drink, touched his face, leaned

forward, stuttering. All considered, over anxious.
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211 |1 |4 | Frowning alot +seemed confused, like he had to think of an
appropriate answer.

2.12 |1 |4 | Kept moving around and fidgeting. Did not look relaxed.

3.02|2 |4 Looks up unusually on 1 or 2 occasions

3.04 |2 |4 | Smiling(as he didpnce interview was over would give catse
concern with regards to honesty and efficiency

3.06 |2 |4 | He was quite defensive in the way he crossed his arms and co
his mouth+as if to try and cover up things. Plus, he looked
agitated and bored as he was strumming his fingers and chersk¢
watch

3.07|2 |4 Hand frequently covered mouth when responding to earlier
guestionstquery honesty.

309 |2 |4 |Wascoveringmoute DV LI KH UHDOO\ GLGQTW
clearly what he was saying. Quite defensive in body language.
Tapping hads as if to sayrwhy am | here?

3.10 |2 |4 | Concerns are not so much about honesty but more about integ
interviewee. Very defensive posture through much of interview
Over-confident at end.

311 (3 |4 He was relieved that thatierview had finishedHe was ot
comfortable! Gave impression that he was not entirely comfort
with his systemgr that he had something to hide.

3.12 {3 |4 | Very much more on the defensive from the start, as the intervie
continued he loosened up but started to tensghgn questions go
harder. Overall receptive towards the end

314 |4 |4 He came across as being defensive and twitching at awkward
guestions.

405 |1 |4 Hands open tensed when lying, something fishy, false signaturg
major concern, along with his relabok

406 |1 |4 Folded arms when asked about false signatures = defensive. T
realised his body language and changed it knowingly. Lot of
shuffling and covering his mouth while answering. Change of
leaning (front/back) depending on the question, eg: lddoevard
when trying to convince about an answer.

410 |1 4 Nervous

415 |1 |4 He seems quite relaxed most of the time, yet some movements
the tie straightening are a bit dodgy!!

1.02 |1 5.1 | Hides his face. (re A12) Too calm when talking abosiesy

1.04 |1 5.1 | On the last interview Gary looked nonest

105 |1 5.1 | Throughout he looked defensive. On his last interview he looke
decidedly shaky.

1.06 |1 5.1 | In the last interview he definitely looked tense, his voice droppe
and he looked uncezin and not relaxed

1071 |51 « KLV ERG\ ODQJXDJH VKRZHG VRPHW,
impression changed as his body language changed.

1.08 |1 5.1 | His body language indicates that he may lie.

1.09 |1 |5.1 | He fidgeted too much and would not always locthatinterviewer.

1101 |51, DP VXUH WKDW KH LVQTW KRQHVW D
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efficient and effective at an excessive degree.

1.11 |1 5.1 | Seemed scared, like he had something to hide or wad trying to
too eager tqustify himself. On thetherhand, if | met him for the
ILUVW WLPH ,1G ZRQGHU LI KH ZDV Y}

112 |1 5.1 | Looking away. Turn the attention by drinking. Touching face. O
KDQG EHORZ WKH GHVN W K K&t lhRntJi HbteK
that the Observer is French)

1.14 | 2 5.1 | It varies from one interview to another, for the most part he is v
defensive and maybe hiding. But it could also come from fear o
him being worried a lot.

1.15 | 4 5.1 | Might be talking lies

1.16 |5 5.1 | Overall body language and body movemengésle me wonder and
doubt about his honesty, efficiency and effectiveness.

201 |1 5.1 | Especially in the last interview, he seemed very nervous and m
he is not honest

202 |1 5.1 | He seems nervous, slightly more unsure about several facts, la
scepicism.

203 |1 5.1 | In some interviews he was very nervous, talking fast, moving a
and looking away, especially in [scenarios] 4 and 5.

205 |1 5.1 | From the changes in body movements and posture, it indicates
tense and that brings some dishonesty

208 |1 5.1 | Body language appears anxious.

209 |1 5.1 | Am very concerned because during [scenario] 4, it shows he is
sincere or honest.

210 |1 5.1 | Body langauge and pace of talking changed vastly

211 |1 5.1 | He was very nervous, uptight, unsettlecbtighout the interview.
He was stuttering his words, was oymwering sometimes and
others quiet.

212 |1 5.1 | He was very jumpy, he stuttered, answered really quick and sh
FRXOGQTW NHHS VWLOO

213 |1 5.1 | In the latter[scenarios], it seemed that Is hiding something.

214 |1 5.1 | Seems very nervous, defensive, acting as though he has some
WR KLGH KDVQYW WROG WKH ZKROH

215 |1 5.1 | Very nervous. Has something to hide. Abrupt.

216 |1 5.1 | Changes in tone and body language suggesiigedsdden issues,
needs to be pursued.

217 |1 5.1 | Very nervous. Lots of body movement. Stuttery speech

301|1 |51|+H « DOzZD\V VHHPV YHU\ WHQVH KH Z
gave the feeling that he was trying to avoid something

3.03 |2 5.1 | He looked nervous and tensgherefore concerned about what th
audit may uncover

3.04 |2 5.1 | Dishonesty, possibly fraud or failure to carry out duties in
appropriate manner and adhere to policy and procedures

3.05 |2 5.1 | Final interview gave evidence of seome who is extremely
nervous/uncertain about the focus on their work, eg: abrupt
responses, hand in front of mouth, pauses, fiddling

3.06 |2 5.1 | [In the last scenario] He is a bit twitchy and defensive on quite 4

few occasions and seems to get a littlgragsive.
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3.07 |2 5.1 | Even if he is honest, his behaviour in the last three interviews ri
guestions over his efficiency and effectiveness

3.08 |2 | 5.1 | The body language varies each video, giving the viewer a diffef
impression of whether he is effisteeffective and honest.

3.09 |2 |5.1 | He seemed quite defensive at times in his body language, nerv
and obviously a bit vague in scenarios 4 and 5 about VAT, and
seemed a bit weary about answering it.

3.10 | 2 5.1 | That he is not thorough; relies too hda®\ RQ UV\VWHP{
would raise questions about his efficiency/effectiveness rather t
honesty.

3.11 |3 5.1 | Last scenario started very tense. He was relieved that first ques
was easy to answer, but agitated with the subsequent probing
guestons.

3.12 | 3 | 5.1 | There were gaps in responses, lots of hesitations and blank log
murmuring, etc

3.14 |4 |5.1 | He seemed to be avoiding eye contact and getting more fidgety
WKH TXHVWLRQV FRYHUHG « QRW FRQ

3.15 |4 | 5.1 | From his bodyanguage, and the effort he expended to try and
defend himself. Is seems as though he was covering up somett

401 |1 51, +H LV QRW WKH PRVW KRQHVW « +H J
tells it

4.02 |1 |5.1 | Some of the internal control procedures areamect. In my view
there are some potential risks that should be taken into accoun

4.03 |1 |5.1 | He was not efficient, effective or honest in some of the videos.

404 |1 5.1 | There are definite problems in the EasyPay system and in the
Invoicing process.

405 |1 5.1 | Main concerns are: the thouse systems are not good. Very ten
and nervous

4061 |51 7HQVH LQ DOO VHVVLRQV 'RHVQYW VH
under pressure from a superior. Sometimes scripted, sometimg
nervous+over/under conélent.

407 |1 5.1 | His expression and gestures varied from time to time

408 |1 51| +HV QRW KRQHVW RQ VRPH LVVXHV E
giving some of the answers, especially in thscenario

409 |1 |5.1 | He seemed to prevent the mistakesraatte some lyings during
answer questions. Gestures changed and not so confident
answering for some questions

410 |1 5.1 | Body language, posture , voice

411 |1 51| '"RHVQYW VHHP WR EH KRQHVW DQG V

412 |1 5.1 | Is expression, hahmovements and eye contact are changing in
each video

413 |1 5.1 | There could be fraudulent activity going on

414 |1 5.1 | He may bring personal life emotion to affect his work.

415 |1 5.1 | In some cases he seems quite honest, yet there are flaws in thg
system, in others he seems dishonest as well

416 |1 5.1 | Lack of honesty, particularly with regard to the possibility of fals

signatures,: makes inefficient and ineffective impression in som
videos
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417 |1 | 5.1 | Effectiveness of guidelines for procedureSciehcy in his working
and his staff and honesty doubts are huge. Some actions and
statements are ambiguous.

418 | 2 5.1 | Body language gives insight into lack of efficiency, effectivenes
honesty over the videos

1.05 |1 5.2 | I would concentrate mgudit on the easpay system

1.06 |1 5.2 | Confirmation and legibility of contractors, authorisations and
SD\PHQWVY VA\VWHP &RQWURO REMHH

1.09 |1 5.2 | Signatures. VAT numbers.

1.11 |1 5.2 | False signatures, invoices

1.13 |2 5.2 | I would chek areas [in fraud investigation]where he was not
honest

1.14 | 2 5.2 | Manual checks. VAT payments.

1.15 |4 | 5.2 | Authorisation of invoices by managers

1.16 |5 5.2 | Probably in the area of payment protection as well as approving
material amount of payment.

1.17 | 6 5.2 | System of controlgsuspect a number of controls missing.

201 |1 5.2 | Concentrate on checking cheques and invoices

204 |1 5.2 | Computer systems, false signatures, set up of new creditors.

208 |1 5.2 | Cheque checking and authorisation systenanajersfprocedures.
Computer system. Invoice checking.

2.09 |1 5.2 | Checking of al invoices and cheques. Assess the computer syj

210 |1 5.2 | The control systems.

212 |1 5.2 | Previous audits have taken a sample of invoices. Maybe this al
shouldtakd D GLITHUHQW DQJOH DQG ORRI
previously looked at.

217 |1 5.2 | Carry out VAT work. Investigate false signatures and general
invoices.

3.03 |2 5.2 | Concentrate on vital processes such as authorisation and valid
checks

3.04 |2 5.2 | I would concentrate on authorisation and the authorised signatd
lists to check towards particularly made payments

3.06 |2 5.2 | I would carry it out as stated but would possibly consider focusi
in on the strategic control objectives for the ar&&lould discuss
with manager.

3.07 |2 5.2 | May concentrate on his role in the process to check efficiency &
effectiveness.

3.08 | 2 | 5.2 | Duplicate payments of invoicegvhere payment amounts are the
same. Also check management signatures.

3.09 |2 5.2 | Yes, would choose to look at duplicate invoices, VAT and the
system integrity in picking up duplicatess it may be out of date.

3.10 | 2 5.2 | Would want to check the thoroughness of his work/checks. Ea
scenarios inspired more confidence in all 3 areas.

3.11 | 3 | 5.2 | Checking authorised signatures on all invoices. Checking
robustness of systems to spot duplicate invoices.

312 (3 |52|No%, Y00 VWLFN ZLW K+s@ekblv RR&lihgldu@dnes S
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FRPH RXW LI VLIQLILFDQW L \t&hH brdas@t
testing. After all, this is a basic Accounts Payable audit, so sur
the risks should be known.

3.13 |3 5.2 | Possibly test a lager sample to check signatures agree to signat
list. NB questions 5 to 8 led to fidgeting , taking sipsater, etc.

3.14 |4 | 5.2 | May want to have a closer look at the process he is involved in,
WUDQVDFWLRQV KHYfV DXWKRULVHG H

402 |1 5.2 | Yes, | would do checks on the signatures given by the manage

405 |1 5.2 | [check] New creditors, pay invoices, falsgrstures, VAT

4.09 |1 52| %DFNJURXQGY ZRUNLQJ UHFRUGV RI

410 |1 |52 | &RQFHQWUDWH PRUH RQ KRZ JHQXLQH
if VAT numbers are included. Also look at where IT system wo
and how it performs

411 |1 52| 6LIQDWXUHV «« 9%7 HWF

412 |1 |52 | &DUU\ RXW FKHFNV ZLWK « PDQDJHUV

415 |1 5.2 | Petty cash, credit notes, computer system, line managers, syst
payments

416 |1 5.2 | Check signatures

418 |2 |52 | AlltheareasGary RHVQTW VHHP WR NQRZ PX
appeared to be overly defensiyquick to respond.

1.02 |1 5.3 | Interesting but difficult [as] someone can hide fault perfectly

1.07 |1 5.3 | Having seen these interviews, it is very important to study body
languagebecause it can reveal so many things, especially how
honest someone is.

1.10 |1 5.3 | The body language plays an important role in deciding if the pe
is lying. However, we have to be careful in order to understand
some kinds of attitudes.

1.11 |1 5.3 | Was interesting but very subtle at the start

1.12 |1 | 5.3 | Interpretation of face can be first impression, but to be on
judgement we must check the answetH FDQTW VD\ 3K
because he is nervous. We must therefore be very careful

1.15 |4 | 5.3 | Because of cultural differences, it was difficult to interpret some
the actions observed.

1.16 |5 5.3 | Observation is one of the audit methods and by doing so auditg
VKRXOG REVHUYH DXGLWHHYV EHKDYL

2.08 |1 5.3 | Stuttering, twitching, hand/arm gures, looking left many times
[and] down, touching face. Appears dishonest, tense at times,
defensive.

210 |1 5.3 | Lazy answer, fast paced answer hands fluctuated wildly, gave
unsure answers, interruptions, stuttering, leaning forward when
anxious, avaled eye contact. All factors cause doubt of his
behaviour.

21211 |53 +H VHHPHG FRQILGHQW ZKHQ DVNHG L
fraud could be well hidderlook into areas that he is not
predicting.

217 |1 5.3 | Uncomfortable body language. Qki2?? answers.
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3.01 |1 5.3 | At the beginning | thought he was an efficient employee, but at
end | was certain he was dishonest

3.06 | 2 5.3 | Quite an interesting areanot really too sure of before this. Will
consider it more in future audits | condudt.was interesting to se¢
the same words portrayed and acted in very different manners
giving a completely different opinion of the person and the area

3.09 |2 5.3 | Very interesting to see over the 5 scenarios how body language
change your impressin of somebody without actually changing g
wording.

3.10 | 2 5.3 | Scenario 5 posed most concerns re his effectiveness/efficiency
major concerns re honesty but more about the robustness of th
VI\VWHPVY DQG *DU\TV pyWKRURXJKQHVV

3.11 |3 5.3 | Changes in&enarios quite subtle (except last!)

401 |1 5.3 | I think the video might not be efficient enough cause when peoj
get use to |, they become very good at it, so you can not tell rig
away

405 |1 5.3 | Behaviour is extremely important but at the same tirige i
extremely important to have hard EVIDENCE

406 |1 5.3 | Could be the pawn in a larger governance fratiee over/under
confidence in different scenes changes his placement in this gg

407 |1 |53| 7KH LQWHUYLHZHHYV EHKDYLRXltheP D\
auditing interview and influence the judgement of the auditor

411 |1 5.3 | Maybe it could be useful if know some behavioural profiles
beforehand as students can be advised to do some research o
WKLV ««

415 |1 5.3 | Experience after full training i only way to have an incisive
view upon the behaviour of body language of an audited persor

101 |1 Nil

2.06 | 1 Nil

207 |1 Nil
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Appendix 3.2 tRaw Data from the summary of the feedback of the scenarios by the students.

For brevity, tle completed feedback sheets from the 67 students, a total of 335 pages, are not attached.

Notes - student reference: 1=Birmingham Univ day course (Auditing MSc), 2 = Glamorgan Univ (BSc Forensic accounting), 3=Birmingham Univ block course

Auditing MSc), 4= Cass MgT course (MSc)

Scenario 1|Audit exp Effective |Effective |Effective |Effective |Effective Efficient |Efficient |Efficient |Efficient |Efficient Honest |Honest |Honest |Honest |Honest
Student Celtic? cat |Tot/cat |totally probably  |undecided |not very def. not totally probably  |undecided |not very def. not totally probably  |undecided |not very def. not
2.01 0 1 15 5 20 20 20 20 20
2.02 0 1 10 10 20 20 20 20 20
2.03 0 1 10 10 20 20 20 20 20
2.04 0 1 10 8 2 20 12 4 4 20 12 2 6 20
2.05 0 1 10 10 5 5 5 5
2.06 0 1 8 10 2 20 10 10 20 15 5 20
2.07 0 1 10 10 20 10 10 20 5 15 20
2.08 0 1 16 4 20 18 2 20 18 2 20
2.09 0 1 10 10 20 15 5 20 3 17 20
2.1 y 0 1 20 20 20 20 20 20
2.11 y 0 1 10 10 20 10 10 20 20 20
2.12 y 0 1 10 10 20 10 10 20 20 20
2.13 y 0 1 10 10 20 10 10 20 10 10 20
2.14 y 0 1 10 10 20 10 10 20 10 10 20
2.15 y 0 1 10 10 20 5 5 10 20 10 10 20
2.16 y 0 1 2 2 3 10 3 20 3 10 3 2 2 20 10 3 3 2 2 20
2.17 y 0 1 15 5 20 12 8 20 10 10 20
1.01 0 1 10 10 20 15 5 20 10 5 5 20
1.02 0 1 15 5 20 15 5 20 15 5 20
1.03 0 1 7 3 4 14 9 2 5 16 5 2 2 9
1.04 0 1 7 7 3 3 20 7 7 3 3 20 12 5 2 1 20
1.05 0 1 15 5 20 18 2 20 10 5 4 1 20
1.06 0 1 10 4 3 2 1 20 11 5 4 20 10 4 4 5 1 24
1.07 0 1 1 3 10 6 20 2 2 4 12 20 3 2 15 20
1.08 0 1 10 5 5 20 10 10 20 10 5 5 20
1.09 0 1 15 5 20 15 5 20 5 10 5 20
1.1 0 1 5 5 2 4 4 20 3 1 8 8 20 3 3 4 8 2 20
1.11 0 1 15 5 20 17 3 20 15 5 20
1.12 0 1 5 10 5 20 4 10 6 20 12 8 20
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3.01 0 1 30 15 1 3 20 13 3 3 20 14 2 1 20
4.1 0 1 5 15 20 5 10 5 20 5 10 5 20
4.2 0|1 5 5 10 20| 8 2 8 2 20| 5 5 7 3 20
4.3 0|1 15 5 20 5 15 20 5 15 20
4.4 0|1 3 10 20| 10 5 5 20 10 5 20
4.5 01 3 10 2 5 20 2 10 3 5 20| 3 10 2 5 20
4.6 0 |1 20 20 20 20 20 20
4.7 0 |1 9 11 20 18 2 20| 10 10 20
4.8 0 |1 15 5 20| 10 10 20 15 20
4.9 0 |1 10 10 20 10 10 20 10 5 5 20
4.1 0 |1 15 8 |23 15 5 20 12 8 20
4.11 0 |1 10 10 20 20 20 20 20
4.12 0 [1 2 10 20/ 4 2 7 113 7 5 20
4.13 0 |1 12 8 20| 8 10 2 20 | 10 8 2 20
4.14 0 |1 5 5 10 10 5 5
4.15 0 |1 10 10 20 10 10 20 20 20
4.16 0 |1 5 15 20 10 10 20 15 5 20
4.17 0 | 1 |47 5 10 5 20 5 10 5 20 10 10 20
4.18 01 2 13 4 3 20 13 4 3 20| 12 2 6 20
1.13 01 2 2 16 2 20 18 2 20 20 20
1.14 01 2 18 2 20| 18 2 20| 10 8 2 20
3.02 01 2 18 2 20 18 2 20 16 4 20
3.03 01 2 5 15 20 5 15 20 10 10 20
3.04 01 2 5 15 20 20 20 20 20
3.05 01 2 15 3 2 20 12 8 20| 18 2 20
3.06 01 2 10 10 20| 5 15 20| 5 15 20
3.07 01 2 16 4 20 17 3 20 15 5 20
3.08 01 2 3 15 2 20| 3 15 2 20 1 9 8 1 20
3.09 01 2 19 1 20 19 1 20 | 20 20
3.1 01| 2 |12 16 1 1 2 20 14 3 1 20 | 17 2 1 20
3.11 25| 3 3 15 2 20| 3 15 2 20| 15 3 2 20
3.12 25 | 3 16 3 1 20| 14 2 4 20| 13 3 4 20
3.13 25| 3 | 3 10 10 20 20 20| 20 20
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1.15 6-10| 4 2 5 1 12 20] 2 13 5 20 2 10 8 20
3.14 6-10| 4 16 4 20| 18 1 1 20 | 17 2 1 20
3.15 6-10] 4 | 3 2 2 5 4 7 |20 1 5 2 10 [agl 2 2 4 12 [20
1.16 1115 5 | 1 15 5 20 10 10 20| 15 5 20
1.17 15+ 6 | 1 2 7 9 2 |20 2 7 9 2 20 2 4 12 2 |20
Total 67 103] 97 280 467 335 191 39 300 493 241 233 35 301 330 320 289 63
Average 15 418 | 697 | 500 | 285 | 058 448 | 736 | 360 | 348 | 052 449 | 493 | 478 | 431 | 0094
Average % 21% | 35% | 25% | 14% 3% 22% | 37% | 18% | 17% 3% 22% | 25% | 24% | 22% 5%

225

374

234

107

24

245

372

167

140

35

261

273

240

139

45
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Audit exp

Effective

Effective

Effective

Effective

Effective

Efficient

Efficient

Efficient

Efficient

Efficient

Honest

Honest

Honest

Honest

Honest

Student cat |Tot/cat |totally probably  |undecided |not very def. not totally probably undecided |not very def. not totally probably |undecided |not very def. not
2.01 0 1 15 5 20 15 5 20 20 20
2.02 0 1 15 5 20 20 20 15 5 20
2.03 0 1 20 20 10 10 20 15 5 20
2.04 0 1 10 5 2 3 20 10 4 6 20 8 2 5 5 20
2.05 0 1 10 10 5 5 5 5
2.06 0 1 10 10 20 5 15 20 10 5 5 20
2.07 0 1 15 5 20 15 5 20 10 5 5 20
2.08 0 1 16 4 20 16 4 20 12 8 20
2.09 0 1 17 3 20 12 8 20 17 3 20
2.1 y 0 1 20 20 20 20 20 20
211 y 0 1 10 10 20 20 20 20 20
212 y 0 1 10 10 20 10 10 20 10 10 20
2.13 y 0 1 2 3 10 3 2 20 2 10 5 1 2 20 2 2 3 10 3 20
2.14 y 0 1 10 10 20 10 10 20 10 10 20
2.15 y 0 1 10 10 20 10 10 20 10 10 20
2.16 y 0 1 2 2 3 10 3 20 2 3 10 3 2 20 2 3 10 3 2 20
2.17 y 0 1 10 5 5 20 8 4 8 20 5 12 3 20
1.01 0 1 0 15 5 0 0 20 0 10 10 0 0 20 0 15 5 0 0 20
1.02 0 1 0 10 2 8 0 20 0 10 0 10 0 20 0 8 2 10 0 20
1.03 0 1 10 5 0 0 0 15 15 8 0 0 0 23 9 12 0 0 0 21
1.04 0 1 8 8 2 2 0 20 8 8 2 2 0 20 13 5 2 0 0 20
1.05 0 1 12 4 4 0 0 20 12 4 4 0 0 20 4 3 10 2 1 20
1.06 0 1 10 5 2 2 1 20 8 8 3 1 0 20 4 4 3 6 3 20
1.07 0 1 2 15 3 0 0 20 3 14 3 0 0 20 0 12 6 2 0 20
1.08 0 1 5 10 5 0 0 20 0 4 10 6 0 20 0 0 5 10 5 20
1.09 0 1 0 0 10 5 5 20 0 0 15 5 0 20 0 0 5 10 5 20
1.1 0 1 0 0 12 4 4 20 0 1 3 8 8 20 3 5 2 8 2 20
1.11 0 1 0 15 5 0 0 20 0 17 3 0 0 20 0 15 5 0 0 20
1.12 0 1 5 10 5 0 0 20 4 10 6 0 0 20 2 13 0 5 0 20
3.01 0 1 13 1 1 5 20 13 1 2 4 20 11 1 2 6 20
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4.1 0 1 5 5 10 20 5 15 10 30 10 10 20
4.2 0 1 4 10 5 20 1 4 10 4 21 1 3 15 1 20
4.3 0 1 15 5 20 5 15 20 20 20
4.4 0 1 3 7 5 5 20 10 5 5 20 10 10 20
4.5 0 1 15 5 20 15 5 20 20 20
4.6 0 1 20 20 20 20 20 |20
4.7 0 1 10 10 20 5 15 20 18 2 20
4.8 0 1 10 5 5 20 5 10 5 20 15 5 20
4.9 0 1 1 3 7 5 20 2 6 7 5 20 4 7 4 5 20
4.10 0 1 20 20 20 20 10 10 20
4.11 0 1 10 10 20 20 20 5 15 20
4.12 0 1 2 10 20 4 2 7 20 7 5 8 20
4.13 0 1 7 7 6 20 10 10 20 8 8 4 20
4.14 0 1 8 8 12 12 8 8
4.15 0 1 20 20 20 20 20 20
4.16 0 1 20 20 10 10 20 5 15 20
4.17 0 1 | 47 5 5 10 20 5 10 5 20 5 10 5 20
4.18 0-1] 2 10 5 5 20 10 6 4 20 13 7 20
1.13 0-1] 2 0 15 0 5 20 0 15 0 5 20 0 0 0 19 1 20
1.14 0-1] 2 18 2 0 0 20 18 2 0 0 20 0 5 10 5 0 20
3.02 0-1] 2 14 4 2 20 16 2 2 20 14 4 2 20
3.03 0-1] 2 15 5 20 15 5 20 5 15 20
3.04 0-1] 2 20 20 20 20 17 3 20
3.05 0-1] 2 15 2 2 20 8 8 4 20 16 4 20
3.06 0-1] 2 4 10 5 20 10 10 20 3 7 5 4 1 20
3.07 0-1] 2 18 2 20 14 6 20 15 5 20
3.08 0-1] 2 1 18 1 20 3 17 20 1 12 6 1 20
3.09 0-1] 2 19 1 20 19 1 20 19 1 20
3.1 0-1] 2 |12 17 2 1 20 18 1 20 19 1 20
3.11 25| 3 5 10 5 20 15 3 2 20 15 3 2 20
3.12 25| 3 13 2 2 2 20 11 2 5 1 20 10 3 3 4 20
3.13 25| 3 3 15 5 20 15 5 20 17 3 20
1.15 6-10] 4 2 10 5 3 20 2 10 0 8 20 2 11 0 6 1 20
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3.14 6-10| 4 16 4 20 15 3 2 20 15 1 4 20

3.15 6-10| 4 | 3 7 10 1 15 2 16

1.16 111151 5 | 1 0 5 0 10 5 20 0 5 0 15 0 20 0 20 0 0 0 20

1.17 15+ 6 | 1 0 0 0

Total 58 103 | 67 228 507 313 191 51 284 417 347 217 42 237 422 305 241 87
Average 18 3.93 8.74 5.40 3.29 0.88 4.90 7.19 5.98 3.74 0.72 4.09 7.28 5.26 4.16 1.50

Average %

20%

44%

27%

16%

4%

24%

36%

30%

19%

4%

20%

36%

26%

21%

8%

180

381

218

125

38

237

302

241

131

33

191

319

211

174

49

242




Scenario Audit exp Effective Effective Effective Effective Effective Efficient Efficient Efficient Efficient Efficient Honest Honest Honest Honest Honest
Student cat |Tot/cat |totally probably  |undecided |not very def. not totally probably undecided |not very def. not totally probably |undecided |not very def. not
2.01 0 1 20 5 25 20 5 25 5 15 20
2.02 0 1 20 20 15 5 20 10 10 20
2.03 0 1 10 10 20 10 10 20 20 20
2.04 0 1 8 5 4 3 20 10 2 8 20 5 5 5 5 20
2.05 0 1 5 5 5 5 10 5 5
2.06 0 1 10 5 5 20 15 5 20 10 10 20
2.07 0 1 5 5 10 20 5 10 5 20 5 10 5 20
2.08 0 1 16 4 20 16 4 20 14 6 20
2.09 0 1 16 4 20 17 3 20 18 2 20
2.1 y 0 1 3 4 10 3 20 5 10 5 20 10 4 5 1 20
211 y 0 1 20 20 20 20 20 20
212 y | 0 |1 20 20 2 I 20 20
2.13 y 0 1 1 2 3 9 5 20 2 2 2 10 4 20 2 2 2 11 3 20
2.14 y 0 1 10 10 20 10 10 20 10 10 20
2.15 y 0 1 20 20 20 20 10 10 20
2.16 y 0 1 1 1 2 3 12 -] 2 2 3 10 3 20 1 1 2 3 13 20
2.17 y 0 1 6 14 20 10 10 20 12 8 20
1.01 0 1 0 6 0 14 0 20 0 5 5 10 0 20 0 10 5 5 0 20
1.02 0 |1 0 5 0 15 0 20 BN o 0 2 18 0 |20
1.03 0 1 15 16 0 0 0 31 14 12 0 0 0 26 15 15 0 0 0 30
1.04 0 1 9 8 2 1 0 20 9 8 2 1 0 20 11 6 3 0 0 20
1.05 0 1 3 4 6 4 3 20 5 6 7 2 0 20 2 4 4 4 6 20
1.06 0 1 3 3 1 9 4 20 3 3 0 10 4 20 3 2 0 10 5 20
1.07 0 1 0 0 7 13 0 20 0 0 10 10 0 20 0 0 15 5 0 20
1.08 0 1 19 1 0 0 0 20 18 2 0 0 0 20 0 0 5 10 5 20
1.09 0 1 0 10 0 10 0 20 0 10 0 10 0 20 0 5 5 10 0 20
1.1 0 1 1 3 8 2 6 20 1 2 8 3 6 20 1 1 5 4 9 20
1.11 0 1 0 15 5 0 0 20 0 17 3 0 0 20 0 15 5 0 0 20
1.12 0 1 0 5 0 10 5 20 0 5 0 10 5 20 0 5 0 10 5 20
3.01 0 1 10 2 1 7 20 11 2 1 1 7 22 10 1 1 8 20
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4.1 0 |1 10 5 5 20 5 10 5 20 20 @
4.2 0 | 1 2 5 10 3 20 2 5 10 3 20 1 10 8

4.3 0 | 1 5 15 |20 5 15 20 15 5 20
4.4 0 | 1 5 10 5 20| 10 10 20 10 10 20
4.5 0 | 1 5 10 3 2 20 5 10 2 3 20 5 10 5 |20
4.6 0 | 1 20 20 20 20 20 |20
4.7 0 | 1 5 15 20| 10 10 20 10 10 20
4.8 0 | 1 5 10 5 20 5 10 5 20 5 10 5 |20
4.9 0 | 1 3 7 4 5 1 20 4 5 3 7 1 20 8 4 4 4 20
4.10 0 | 1 15 5 20 5 15 20 10 10 20
4.11 0 | 1 20 20 15 5 20 15 5 20
4.12 0 | 1 2 10 8 20 4 2 7 7 20 7 5 8 |20
4.13 0 | 1 15 5 20 15 5 20 15 5 20
4.14 0 | 1 0 0 0
4.15 0 | 1 20 20 20 20 20 |20
4.16 0 | 1 10 10 20 5 15 20 10 10 20
4.17 0 | 147 5 10 5 20 5 10 5 20 10 10 20
4.18 0-1] 2 8 5 7 20 8 5 7 20 10 5 5 20
1.13 0-1] 2 0 10 0 10 0 20 0 10 0 10 0 20 0 0 0 10 10 |20
1.14 0-1] 2 5 12 3 0 0 20 5 12 3 0 0 20 0 0 10 10 0 |20
3.02 01| 2 14 2 2 2 20 15 4 1 20 14 3 1 2 |20
3.03 0-1] 2 5 10 5 20 10 10 20 10 10 20
3.04 01| 2 15 5 20 20 20 20 20
3.05 0-1] 2 16 4 20 8 8 4 20 16 2 2 20
3.06 0-1] 2 11 3 2 4 20 8 6 3 3 20 8 4 5 3 20
3.07 0-1] 2 15 5 20 12 6 2 20 10 5 5 |20
3.08 0-1] 2 12 8 20| 15 5 20 2 17 1 20
3.09 0-1] 2 18 2 20 19 1 20 17 2 1 20
3.1 01| 2 |12 8 6 6 20| 15 5 20 20 20
3.11 25| 3 3 12 3 2 20 5 12 3 20 12 5 3 20
3.12 25 | 3 12 4 2 1 1 20| 10 3 3 2 2 20 10 4 3 2 1 |20
3.13 25| 3| 3 20 20 20 20 10 10 20
1.15 6-10| 4 2 14 0 4 0 20 2 15 0 3 0 20 2 4 0 12 2 |20
3.14 6-10| 4 15 3 2 20| 12 3 5 20 13 2 2 2 1 |20
3.15 6-10| 4 | 3 20 |20 20 20 20 |20
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1.16 11115 5 1 0 15 0 5 0 20 0 10 0 10 0 20 15 5 0 0 0 20

1.17 15+ | 6 1 0 0 0

Total 58 103 | 67 200 372 268 351 109 201 402 244 321 97 122 351 262 390 169
Average 15 3.45 6.41 4.62 6.05 1.88 3.47 6.93 4.21 5.53 1.67 2.10 6.05 4.52 6.72 291

Average %

17%

32%

23%

30%

9%

17%

35%

21%

28%

8%

11%

30%

23%

34%

15%

175

280

204

231

70

163

300

199

202

61

114

276

161

293

111
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Scenario Audit e>|<g Effective Effective Effective Effective Effective Effic ient Effic ient Effic ient Effic ient Efficient ‘ Honest Honest Honest Honest Honest
Student cat |Tot/cat [totally probably  |undecided |not very def. not totally probably undecided |not very def. not totally probably |undecided |not very def. not
2.01 0 1 5 15 20 5 15 20 15 5 20
2.02 0 1 15 5 20 10 10 20 10 10 20
2.03 0 1 10 10 20 10 10 20 10 10 20
2.04 0 |1 8 5 4 3 20| 1 2 8 M s 5 5 5 20
2.05 0 1 0 0 20 20
2.06 0 1 10 10 20 20 20 5 15 20
2.07 0 1 5 15 20 5 15 20 5 15 20
2.08 0 1 14 6 20 13 7 20 5 15 20
2.09 0 1 15 5 20 16 4 20 3 17 20
2.1 W 0 1 5 15 20 20 20 20 20
211 w 0 1 20 20 20 20 20 20
212 w 0 1 10 10 20 10 10 20 10 10 20
2.13 wW 0 1 3 3 2 6 6 20 2 2 6 5 5 20 1 1 5 7 6 20
2.14 wlo 1 20 20 2 = 20 20
2.15 W 0 1 15 5 20 20 20 15 5 20
2.16 w 0 1 2 3 10 3 2 20 3 10 3 2 2 20 1 2 2 3 12 20
2.17 W 0 1 12 8 20 15 5 20 8 12 20
1.01 0 1 0 5 0 15 0 20 0 5 5 10 0 20 0 10 5 5 0 20
1.02 0 |1 0 5 0 15 0 20 BN o 0 2 18 0 |20
1.03 0 1 17 18 0 0 0 35 18 18 0 0 0 36 16 18 0 0 0 34
1.04 0 1 7 6 2 5 0 20 7 6 2 5 0 20 8 4 3 5 0 20
1.05 0 1 1 2 3 5 9 20 2 3 5 4 6 20 2 3 4 3 8 20
1.06 0 1 10 5 0 3 2 20 10 5 0 3 2 20 12 6 0 1 1 20
1.07 0 1 0 0 2 6 12 20 0 0 0 6 14 20 0 0 0 0 20 20
1.08 0 1 5 10 5 0 0 20 10 10 0 0 0 20 0 0 0 2 18 20
1.09 0 1 0 10 0 10 0 20 0 5 0 10 5 20 0 5 0 10 5 20
1.1 0 1 2 2 8 3 5 20 2 2 8 4 4 20 0 0 1 9 10 20
1.11 0 1 0 5 10 5 0 20 0 5 10 5 0 20 0 5 10 5 0 20
1.12 0 1 0 5 0 5 10 20 0 5 0 5 10 20 0 0 0 10 10 20
3.01 0 1 3 1 6 10 20 4 1 15 20 3 2 15 20
4.1 0 1 10 10 20 20 20 20 20
4.2 0 [ 1 10 1 a2 9 9 20 1 17 1 1 |20
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4.3 0 1 20 20 20 20 5 15 20
4.4 0 1 5 10 5 20 17 3 20 10 10 |20
4.5 0 1 20 20 20 20 5 15 20
4.6 0 1 20 20 20 20 20 |20
4.7 0 1 51 5 56 51 5 56 10 10 20
4.8 0 1 5 10 5 20 5 10 5 20 10 10 |20
4.9 0 1 3 7 4 5 1 20 4 5 3 7 1 20 4 4 4 20
4.10 0 1 5 15 20 20 20 5 15 |20
4.11 0 1 20 20 20 20 20 |20
4.12 0 1 2 3 5 10 20 10 10 20 15 5 20
4.13 0 1 5 10 5 20 10 5 5 20 5 5 10 |20
4.14 0 1 18 18 17 17 15 15
4.15 0 1 20 20 20 20 20 20
4.16 0 1 5 15 20 5 15 20 5 15 20
4.17 0 1 | 47 5 10 5 20 5 10 5 20 10 10 20
4.18 0-1] 2 8 6 6 20 7 7 6 20 8 8 2 18
1.13 0-1] 2 0 0 0 16 4 20 0 0 0 18 2 20 0 0 0 20 |20
1.14 0-1] 2 0 0 20 0 0 20 0 0 20 0 0 20 0 0 20 0 20
3.02 0-1] 2 0 14 2 2 2 20 14 4 2 20 14 4 2 20
3.03 CA| 01 2 10 10 20 10 10 20 10 10 20
3.04 CA|01] 2 20 20 5 15 20 20 |20
3.05 0-1] 2 8 8 16 4 8 8 20 4 12 4 20
3.06 0-1] 2 6 5 2 4 3 20 5 8 3 2 2 20 6 1 5 2 20
3.07 0-1] 2 17 3 20 15 5 20 10 10 |20
3.08 0-1] 2 8 1 10 1 20 8 1 10 1 20 3 4 11 2 20
3.09 0-1] 2 15 3 2 20 15 3 2 20 15 3 2 20
3.1 0-1] 2 |12 3 14 2 1 20 3 14 2 1 20 14 4 20
3.11 25| 3 5 14 1 20 5 14 1 20 5 14 1 20
3.12 25| 3 7 3 10 20 6 3 2 6 3 20 5 7 2 1 20
3.13 CA | 25| 3 3 5 5 10 20 5 5 10 20 10 5 5 20
1.15 6-10| 4 2 0 0 18 0 20 2 0 0 18 0 20 0 0 0 18 |20
3.14 6-10| 4 10 5 3 2 20 8 3 5 4 20 4 5 6 20
3.15 6-10| 4 | 3 20 20 20 20 20 |20
1.16 11-15| 5 1 0 10 0 2 8 20 0 10 0 2 8 20 10 0 8 2 20
1.17 15+ | 6 1 0 0 0
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Total

49

103

67

110

303

314

412

197

116

305

272

397

212

76

201

156

423

471

Average

15

2.24

6.18

6.41

8.41

4.02

2.37

6.22

5.55

8.10

4.33

1.55

4.10

3.18

8.63

9.61

Average %

11%

31%

32%

42%

20%

12%

31%

28%

41%

22%

8%

21%

16%

43%

48%

67

100

176

194

345

136

83

192

178

305

151

68

168

92

286

360
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[ ]

SUMMARY - ALL STUDENTS

SCENARIO 1

Average 4.18 6.97 5.00 2.85 0.58 4.48 7.36 3.60 3.48 0.52 4.49 4.93 4.78 4.31 0.94
Average % 21% 35% 25% 14% 3% 22% 37% 18% 17% 3% 22% 25% 24% 22% 5%
SCENARIO 2
Average 3.93 8.74 5.40 3.29 0.88 4.90 7.19 5.98 3.74 0.72 4.09 7.28 5.26 4.16 1.50
Average % 20% 44% 27% 16% 4% 24% 36% 30% 19% 4% 20% 36% 26% 21% 8%
SCENARIO 3
Average 3.45 6.41 4.62 6.05 1.88 3.47 6.93 4.21 5.53 1.67 2.10 6.05 4.52 6.72 2.91
Average % 17% 32% 23% 30% 9% 17% 35% 21% 28% 8% 11% 30% 23% 34% 15%
SCENARIO 4
Average 2.24 6.18 6.41 8.41 4.02 2.37 6.22 5.55 8.10 4.33 1.55 4.10 3.18 8.63 9.61
Average % 11% 31% 32% 42% 20% 12% 31% 28% 41% 22% 8% 21% 16% 43% 48%
totally probably  |undecided |not very def. not totally probably undecided |not very def. not totally probably undecided |not very def. not
scenario 1 21% 35% 25% 14% 3% 22% 37% 18% 17% 3% 22% 25% 24% 22% 5%
scenario 2 20% 44% 27% 16% 4% 24% 36% 30% 19% 4% 20% 36% 26% 21% 8%
scenario 3 17% 32% 23% 30% 9% 17% 35% 21% 28% 8% 11% 30% 23% 34% 15%
scenario 4 11% 31% 32% 42% 20% 12% 31% 28% 41% 22% 8% 21% 16% 43% 48%
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SUMMARY - ALL STUDENTS (ANALYSED BY EXPERIENCE)

Scenario 1 totally probably  |undecided |not very def. not totally probably |undecided |not very def. not totally probably |undecided |not very def. not
0 21% 38% 26% 12% 3% 27% 35% 16% 19% 3% 18% 28% 31% 17% 5%
0-1 29% 49% 20% 3% 0% 24% 47% 26% 3% 1% 32% 39% 21% 7% 0%
25 27% 27% 43% 3% 0% 28% 62% 10% 0% 0% 80% 10% 10% 0% 0%
6-10 33% 18% 10% 27% 12% 33% 25% 10% 3% 25% 32% 23% 5% 20% 20%
11-15 0% 75% 0% 25% 0% 0% 50% 0% 50% 0% 75% 25% 0% 0% 0%
16+ 0% 10% 35%|  45% 10% 0% 10% 35%|  45% 10% 10% 0% 20% 60%|  10%
Scenario 2 totally probably  |undecided |not very def. not totally probably  |undecided |not very def. not totally probably |undecided |not very def. not
0 19% 42% 23% 13% 3% 23% 30% 29% 15% 3% 16% 37% 21% 21% 5%
0-1 18% 43% 28% 10% 1% 26% 40% 26% 8% 0% 18% 29% 35% 18% 1%
25 22% 37% 28% 12% 2% 43% 33% 20% 2% 2% 70% 10% 13% 7% 0%
6-10 32% 25% 9% 18% 18% 30% 23% 4% 16% 26% 30% 21% 7% 14% 30%
11-15 0% 25% 0% 50% 25% 0% 25% 0% 75% 0% 0% 100% 0% 0% 0%
Scenario 3 totally probably  |undecided |not very def. not totally probably |undecided |not very def. not totally probably  |undecided |not very def. not
o  18% 28% 17% 30% 8% 16% 27% 18% 27% 7% 11% 27% 16% 34%|  12%
01 16% 35% 32% 16% 1% 20%|  46% 25% 9% 0% 5%  40% 20% 28% 8%
25 20%|  12%|  57% 7% 5% 17%|  13%|  58% 8% 3% 17%|  27%|  30%|  25% 2%
6-10 28%|  28% 0%|  10%|  33% 23%|  30% 0%| 13%| 33% 25%|  10% 3%|  23%  38%
11-15 0%|  75% 0%|  25% 0% 0%|  50% 0%|  50% 0% 75%|  25% 0% 0% 0%
Scenario 4 totally probably  |undecided |not very def. not totally probably |undecided |not very def. not totally probably  |undecided |not very def. not
0 12% 16% 18% 38% 15% 10% 18% 19% 28% 17% 8% 13% 8% 32% 42%
0-1 4% 26% 31% 32% 6% 4% 29% 25% 38% 6% 4% 29% 14% 28% 28%
25 12% 13% 33% 40% 2% 10% 13% 20% 50% 7% 8% 25% 28% 35% 3%
6-10 20% 8% 0% 35% 37% 17% 5% 0% 38% 40% 12% 7% 0% 8% 73%
11-15 0% 50% 0% 10% 40% 0% 50% 0% 10% 40% 0% 50% 0% 40% 10%
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NUMBER OF STUDENTS WHO HAVE (SO FAR) PARTICIPATED
[ [ 1 T[] | |
Birmingham City University - Block Release, MSc 15
Auditing
Birmingham City University - Regular course - MSc 17
Auditing
Glamorgan University - BA, Forensic Accounting 17
Cass 18
67
Experience (years) Not‘es
0 47 Of which - 7 Celtic
0+to 2 12 Of which 2 work with chartered accountancy companies
2to5 3 Of which 1 works with a chartered accountancy company
6to 10 3
11t0 15 1
16+ 1
67
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Appendix 4

DVD showing the 5 scenarios that were shown to the studentssee chapter 6

Pleasenote that when these D\Dwere shown to students, the DVD stopped automatically between e
scenario. For convenience, the DVD below runs the scenarios withowetidmactively select the next one. In
DGGLWLRQ WKH VHFRQG pIDOVH VWDUWY RQ VFHQDULR WKL
students.
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