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The Auditor-Audit Firm Relationship and Its
Effect on Burnout and Turnover Intention

David N. Herda and James J. Lavelle

SYNOPSIS: Auditor burnout is an important issue in public accounting, as burnout has
negative consequences for both the auditor and the audit firm. We examine how social-
exchange relationships between auditors and their firm affect auditor burnout and
turnover intention. Using a sample of 204 auditors at two accounting firms, we find that
perceived fair treatment by the firm predicts perceived support from the firm, and
perceived support predicts auditor commitment to the firm. We find that commitment is
negatively related to auditor burnout and turnover intention and burnout is positively
related to turnover intention. We also find that perceived firm fairness is directly
associated with reduced levels of auditor burnout and turnover intention. The results
underscore the important role that organizational fairness plays in engendering a social-
exchange relationship between auditors and their firm, leading to reduced levels of
burnout and turnover intention, benefitting both the auditor and the firm.
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INTRODUCTION

Audit firms are known for their busy season and the industry has been historically

associated with high turnover rates (Fogarty and Uliss 2000). Auditing has always been a
high-stress profession. Demanding deadlines, limited time for personal life, and passing the CPA
exam are challenges auditors routinely deal with (PricewaterhouseCoopers 2004 ). In recent years,
firms have conducted major layoffs in response to a slowing economy and off-shored portions of
external audit work overseas (Whitehouse 2008; 2009; Daugherty and Dickins 2009). Auditors
have seen smaller raises and higher billable hour targets. These issues and challenges can take their
toll on auditors and result in feelings of emotional exhaustion. The purpose of this study is to
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examine the role that the auditor-audit firm relationship may play in reducing burnout and turnover
intention.

Prior research finds burnout to be associated with an array of negative outcomes for both
individuals and organizations including absenteeism, poor job performance, reduced citizenship
behavior, and increased turnover intention (Saxton et al. 1991; Cropanzano et al. 2003). In the
accounting literature, burnout has been found to predict increased turnover intention, poor job
performance, and lower levels of job satisfaction (Jones et al. 2010). Given the severe consequences
of burnout for both individual auditors and accounting firms, it is important to study what can be
done to prevent it.

This is the first study we are aware of to investigate auditors’ relationship with their firm and its
effect on burnout. Our sample consists of 204 auditors at two accounting firms in the U.S. One is a
large national firm and the other is a large regional firm. We draw from social-exchange theory and
hypothesize that fair treatment by the firm will engender a social-exchange relationship between
auditors and their firm resulting in a lower degree of auditor burnout and turnover intention.
Specifically, we predict that perceived fairness on the part of the audit firm will lead to perceived
support from the firm, perceived firm support will lead to auditor commitment to the firm, and firm
commitment will result in lower levels of burnout and turnover intention. In addition, we predict
that burnout will be positively related to turnover intention. Finally, we predict that perceived firm
fairness will be directly associated with reduced levels of auditor burnout and turnover intention.
The results provide support for each of our hypotheses. We contribute to the literature on burnout
by emphasizing the importance of the auditor-firm relationship and demonstrating that high-quality
relationships lead to lower levels of auditor burnout and turnover intention.

The remainder of this paper is structured as follows. The first section develops the hypotheses
by discussing relevant research from the organizational behavior and accounting literatures on
burnout, turnover intention, and commitment. The design of the survey that we conducted is
presented in the second section, followed by a discussion of the results from the tests of the
hypotheses in the third section. Finally, we conclude with an overview of the findings and a
discussion of the study’s limitations and practical implications for public accounting firms.

LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT

This section is organized as follows. First, we discuss prior research on burnout. Next, we
discuss the auditor-audit firm relationship and social-exchange theory that provides the theoretical
basis for this study. We then develop our hypotheses examining how social-exchange relationships
and perceived firm fairness may impact auditor burnout and turnover intention.

Burnout

Burnout has been studied extensively in a variety of literatures (Lee and Ashforth 1993).
Burnout comes about when individuals reach a state of emotional and physical exhaustion (Jackson
et al. 1986). In Maslach’s (1982) original framework, burnout contained three separate dimensions:
emotional exhaustion, reduced personal accomplishment, and depersonalization. Emotional
exhaustion is characterized by a lack of energy and a feeling that emotional resources are used
up; reduced personal accomplishment relates to low motivation and self-esteem; and
depersonalization refers to detachment and an emotional callousness toward others (Cordes and
Dougherty 1993). Emotional exhaustion is considered to be the most critical dimension of burnout
(Sweeney and Summers 2002) and has emerged as a central variable for understanding burnout
(Cropanzano et al. 2003). Prior empirical work suggests that emotional exhaustion exhibits stronger
relationships to important outcome variables than the other two dimensions (Lee and Ashforth
1993719965 Wright and Bonett 1997); and 'emotional exhaustion best captures the core concept of
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burnout (Shirom 1989). Therefore, we focus on emotional exhaustion and use this term
interchangeably with burnout.

Prior research finds burnout to be associated with absenteeism, poor job performance, reduced
citizenship behavior, and increased turnover intention (Saxton et al. 1991; Cropanzano et al. 2003).
Burnout has also received some appropriate attention in the accounting literature. Audit firms are
known for their busy season and the industry has been historically associated with high turnover
rates (Fogarty and Uliss 2000). Consequently, studying burnout in an audit firm setting is fitting.
Sweeney and Summers (2002) find the escalated workload of busy season to be associated with
burnout among accountants working in audit, tax, or consulting at a national firm. Other research in
the accounting literature has found burnout to be negatively associated with job satisfaction and job
performance, and positively associated with turnover intention (Fogarty et al. 2000; Jones et al.
2010). Almer and Kaplan (2002) find that accountants on flexible work arrangements report lower
levels of burnout. While prior studies demonstrate the existence of burnout and a limited set of
consequences for the individual, no prior research has considered how firms and their relationship
with the professionals could mitigate burnout. We now look to social-exchange theory to better
understand this issue.

Social Exchange

There are several prior studies on the broad topic of the relationship between individuals and
firms. A number of these studies have investigated organizational culture and socialization (e.g.,
Dirsmith and Covaleski 1985; Dirsmith et al. 1997; Fogarty and Dirsmith 2001). For example,
Dirsmith and Covaleski (1985) find that nonformal communications and mentoring are involved
with firm socialization and instruction as to politics and power within accounting firms. Some of
these studies are based (at least in part) on institutional theory. In contrast, the focus of the present
study is on perceived firm fairness and how it may engender social-exchange relationships between
auditors and firms. Accordingly, social-exchange theory provides the theoretical basis for our
research. Prior literature on social-exchange theory states that employees form relationships with
various entities in the workplace including their employing organization (Lavelle et al. 2007).
Social exchange involves a series of positive interactions that generate relational obligations
(Emerson 1976). Social-exchange relationships have been described as subjective, relationship-
oriented contracts between employees and organizations characterized by a mutual exchange of
socio-emotional benefits (Blau 1964; Van Dyne et al. 1994).

A number of variables have been used in the organizational behavior literature as proxies for
the quality of social exchange between employees and their organizations. These variables include
perceived organizational support (Moorman et al. 1998), trust (Sitkin and Roth 1993), and
organizational commitment (Meyer 1997). We use perceived organizational support and
organizational commitment. Perceived organizational support is defined as the extent to which
employees perceive that the organization values their contributions and cares about their well-being
(Rhoades and Eisenberger 2002). Organizational commitment is defined as “the relative strength of
an individual’s identification with and involvement in a particular organization” (Mowday et al.
1979, 226). Research suggests that commitment can indicate the extent to which an employee
perceives him or herself to be in a high-quality social-exchange relationship with an organization
(Meyer 1997; Cropanzano and Mitchell 2005; Lavelle et al. 2009). Perceived organizational
support and organizational commitment are discussed further as they relate specifically to our
research model below.

The discussion that follows adheres to Figure 1. We first develop the relation between
perceived firm fairness and perceived firm support (H1) and the relation between perceived firm
Support and fitm commitment (H2):"We then link firm commitment to burnout (H3) and burnout
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FIGURE 1
Hypothesized Model of Burnout and Turnover Intention

Perceived Firm
Fairness

Turnover Intention

Perccived Firm

Support Burnout

and firm commitment to turnover intention (H4 and HS, respectively). Finally, we fully develop the
model by directly linking perceived firm fairness to burnout (H6) and turnover intention (H7).

Perceived Firm Fairness, Perceived Firm Support, and Firm Commitment

Relational models of organizational fairness (e.g., Tyler and Lind 1992) suggest that fair
treatment is important to individuals because it conveys a sense of belonging and symbolizes that
the firm values and respects the employee. Although studied more extensively in the organizational
behavior and applied psychology literatures, several studies in the accounting literature have found
perceived fairness (or justice) to be an important predictor of organizational outcomes. For
example, Parker and Kohlmeyer (2005) find perceived organizational discrimination to be
associated with lower levels of job satisfaction and organizational commitment among 76 public
accountants in Canada. Hall and Smith (2009) find procedural justice (i.e., perceived fairness of
organizational decision-making process) to be associated with job satisfaction among 260 public
accountants in Australia. Sweeney and Quirin (2009) find procedural justice to be negatively related
to job insecurity and positively related to job satisfaction among 125 accountants at an aircraft
manufacturer whom had recently survived a layoff. The authors also find interactional justice (i.e.,
perceived fairness of interpersonal treatment by superiors) to be positively associated with
procedural justice and job satisfaction and negatively related to job stress and turnover intention."

Research suggests that fair treatment makes possible the development of social-exchange
relationships and indicates that employees may hold multiple distinct social-exchange relationships
at work (Cropanzano and Mitchell 2005; Lavelle et al. 2007). Coworkers, supervisors, clients, and
the firm itself may all serve as distinct social exchange partners for employees and, in order to
enhance the predictive ability of social exchange, researchers should specify the specific social-
exchange partner of interest and match that target or referent across the constructs under
examination (cf. Lavelle et al. 2007). For example, empirical evidence supports the multi-foci

! Each of these studies used some measure of perceived fairness (or unfairness), but there is a divergence of
measures in the literature. For example, Parker and Kohlmeyer (2005) measured perceived discrimination (e.g.,
“I believe that my current employer discriminates against me regarding promotion/advancement opportunities’),
Hall and Smith (2009) measured procedural justice. Sweeney and Quirin (2009) measured procedural justice and
interactional justice. As discussed in a subsequent section, we measured auditors’ overall perceptions of firm
fairness (e.g., “Overall, I am treated fairly by my accounting firm”).
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proposition that employees differentiate between organization-focused and supervisor-focused
fairness perceptions and that these foci have differential consequences. Accordingly, researchers
suggest that the organization as a whole and the supervisor should be treated as distinct sources of
fairness perceptions (e.g., Masterson et al. 2000; Rupp and Cropanzano 2002; Olkkonen and
Lipponen 20006).

We focus on the firm as an organization rather than specific supervisors within the firm as
auditors may work with many engagement teams and interact with several different supervisors and
groups of co-workers, some perhaps perceived as fairer than others. Firms are largely responsible
for making important decisions that impact the lives of auditors and auditors likely form perceptions
of how fairly the firm is treating them. For example, the various clients and industries that auditors
serve, the engagement team members with whom auditors work, the billable hours target for the
upcoming year, the formal evaluation and promotion processes, etc. are mostly up to the firm.
Consequently, we specify the audit firm as a relevant source of fairness and social-exchange partner
for auditors in this research.

Within the context of the auditor-audit firm relationship, how fairly firms are perceived to treat
employees (perceived firm fairness) may indicate the degree to which employees feel that the firm
cares about their welfare (perceived firm support) and create a sense of emotional attachment to the
firm (firm commitment).”> Although individuals may also be committed to their profession and
career (e.g., Blau 1985; Wallace 1995), we focus on organizational commitment because this study
centers on the auditor-audit firm relationship. Consistent with this outlook, Lavelle et al.’s (2007)
Target Similarity Model contends that organizational fairness leads to a two-phase social-exchange
relationship between the individual and the firm, indicated by perceived support (phase one)
followed by commitment (phase two). Empirical research supports these linkages (Masterson et al.
2000; Liden et al. 2003; Herda and Lavelle 2011). Extant studies find a positive relationship
between organizational fairness and perceived organizational support (Moorman et al. 1998;
Rhoades et al. 2001; Rhoades and Eisenberger 2002; Herda and Lavelle 2011). Consequently, we
hypothesize that:

H1: Perceived firm fairness will be positively related to perceived firm support.

Employees that feel supported by their firm may feel obligated to reciprocate that support in the
form of commitment to the firm (Lavelle et al. 2007). Empirical studies find a positive relationship
between perceived organizational support and organizational commitment (Eisenberger et al. 1990;
Shore and Wayne 1993; Masterson et al. 2000; Rhoades and Eisenberger 2002; Liden et al. 2003;
Herda and Lavelle 2011). Specifically, Eisenberger et al. (1990) found that perceived organizational
support predicted organizational commitment using longitudinal data but the opposite (commitment
predicting perceived support) did not occur. These findings suggest that auditor perceptions of
support from the firm will predict auditor commitment to the firm. Based on the above literature, we
hypothesize that:

H2: Perceived firm support will be positively related to firm commitment.

Firm Commitment, Burnout, and Turnover Intention

Research suggests that commitment can be viewed as an attitudinal indicator of a high-quality
social-exchange relationship between an employee and firm (Cropanzano and Mitchell 2005). There

2 We consider commitment in this paper to be affective commitment that is commitment based on attachment and
affiliation (O’Reilly and Chatman 1986). Affective commitment is the most widely studied form of commitment
(Lavelle et al. 2009).
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is a growing body of research examining the relationship between commitment and outcomes such as
stress and work-family conflict. There is some disagreement on the effect of affective commitment on
these outcomes. Some researchers argue that commitment can buffer the negative impact of work
stressors on employee well-being while others suggest that committed employees may experience
more negative reactions to such stressors than those who are less committed (cf. Meyer et al. 2002).

Several studies and meta-analyses find organizational commitment to be negatively associated
with burnout (e.g., Jackson et al. 1987; Leiter and Maslach 1988; Lee and Ashforth 1996;
Cropanzano et al. 2003).3 For example, in a meta-analysis, Meyer et al. (2002) find affective
commitment to be related to employee health and well-being (which includes studies on burnout).
They interpret their results to suggest that affective commitment has benefits for employees as well
as for organizations. It is plausible to reason that auditors who feel more emotionally attached to
their firm (i.e., higher affective commitment) will experience less emotional exhaustion from their
work. Based on this reasoning and results from prior literature, we hypothesize that:

H3: Firm commitment will be negatively related to burnout.

Prior accounting research finds one of the consequences of burnout to be increased turnover
intention (Fogarty et al. 2000; Jones et al. 2010). Research in the organizational literature also
supports a positive relationship between burnout and turnover intention (e.g., Cropanzano et al.
2003). Burned-out auditors tend to view their firm in adversarial terms and will likely seek
permanent avoidance by seeking employment elsewhere (Maslach 1982; Fogarty et al. 2000).
Emotionally exhausted workers are likely to withdraw from the work environment (Westman and
Eden 1997). Consequently, we hypothesize that:

H4: Burnout will be positively related to turnover intention.

Parker and Kohlmeyer (2005) find a negative relationship between organizational commitment
and turnover intention among 76 accountants at large firms in Canada. Donnelly et al. (2003) also find
a negative relationship between organizational commitment and turnover intention among 106
auditors at large and small accounting firms. Research in the organizational behavior literature also
indicates that organizational commitment is negatively related to turnover intention (e.g., Blau 1985;
Somers 1995; Lum et al. 1998). This suggests that auditors who are psychologically attached to their
firm are less likely to leave. Based on this reasoning and the above literature, we hypothesize that:

HS: Firm commitment will be negatively related to turnover intention.

Perceived Firm Fairness, Burnout, and Turnover Intention

Prior research from the accounting literature finds role stressors such as role ambiguity and role
overload to be positively related to burnout (Fogarty et al. 2000; Sweeney and Summers 2002;
Jones et al. 2010). These findings are consistent with prior studies from the organizational literature
finding role justice and other fairness measures such as procedural and interpersonal justice to be
negatively related to burnout or stress (Zohar 1995; Judge and Colquitt 2004). This literature
suggests that organizational fairness can directly affect an individual’s burnout or stress level.
Accordingly, we hypothesize that:

* Some prior studies on the relationship between burnout and commitment utilize burnout as an independent
variable and commitment as a dependent variable (e.g., Leiter and Maslach 1988). However, Meyer et al. (2002)
depict affective commitment as a predictor variable with employee health and well-being (includes burnout) as
an outcome variable in their three-component model of organizational commitment. Consistent with Meyer et
al.’s (2002) model, we utilize commitment as a predictor variable and burnout as the outcome.
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H6: Perceived firm fairness will be negatively related to burnout.

Prior studies from the organizational literature find a negative association between procedural
justice and turnover intention (Aryee and Chay 2001; Olkkonen and Lipponen 2006). Zohar (1995)
finds role justice to be negatively related to turnover. Sweeney and Quirin (2009) find interactional
justice to be negatively related to turnover intention. Jones et al. (2010) find an association between
role stressors and turnover intention among accountants. Individuals who perceive bias may be
motivated to pursue employment in other, presumably fairer organizations (Parker and Kohlmeyer
2005). Based on the above, we hypothesize that:

H7: Perceived firm fairness will be negatively related to turnover intention.

METHOD
Sample

Participants are auditors at two public accounting firms in the U.S. One is a large national firm
and the other is a large regional firm. The national and regional firms are among the 10 and 25
largest firms in the U.S., respectively (Accounting Today 2010). Recruitment emails were sent by
the firms at our request. The recruitment email stated that the research was being conducted
independent of the firm and included a link to an internet-based survey site that hosted the
anonymous survey. Responses were collected in May and June of 2011. Most responses were
received in late May and early June with a mean (median) response date of June 5 (June 2). A total
of 480 auditors at the staff through partner levels received the email. After one week, second-
request emails were sent by the firms at our request. A total of 204 auditors completed the survey
resulting in a response rate of 43 percent. The sample consists of 70 staff auditors, 62 seniors, 40
managers, 23 senior managers, and 9 partners.

As self-reports were used to measure all of the variables in this study, we took several steps in
survey design to lessen the potential impact of common method variance (Podsakoff et al. 2003).
For example, the anonymity of the respondents was protected with the intent of making participants
less likely to respond in a socially desirable, acquiescent, or lenient manner. We kept the questions
simple and used widely known scales. We also included some reverse-coded questions in an effort
to avoid contamination by the consistency motif. The survey items were embedded in a longer
survey that included other measures and questions not relevant to the purpose of the present
research. Predictors are measures of perceived firm fairness, perceived firm support, and firm
commitment with the auditor’s audit firm as the agent/target of the constructs. Outcome variables
are burnout and turnover intention. Complete scales used for independent and dependent variables
are included in Appendix A.

Variable Measurement

To measure perceived firm fairness, we used three items adapted from Ambrose and
Schminke’s (2009) personal experience items in their measurement of overall justice. These items
asked auditors to assess how fairly they are treated by their audit firm. An example of the item
format is as follows: “Overall, I am treated fairly by my accounting firm” (1 = strongly disagree, 7
= strongly agree). Although the fairness items used are broad and general, overall justice measures
have been found to mediate the relationship between specific justice facets (e.g., distributive,
procedural, interpersonal) and outcomes in recent studies (Jones and Martens 2009; Ambrose and
Schminke 2009) and, therefore, are suitable for this study. Three items measuring perceived firm
support adapted from Lynch et al. (1999) are used in this study. An example item is: “This firm
shows very litfle concern for me” (I =sfrongly disagree, 7 = strongly agree [reverse-coded]). Three
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714 Herda and Lavelle

TABLE 1

Descriptive Statistics, Reliabilities, and Correlations (Pearson) among Independent and
Dependent Variables
(n =204)
Variable Mean Median SD Min. Max. 1 2 3 4 5

1 Perceived firm fairness 5.36 6.00 1.28 1.00 7.00 (0.96)

2 Perceived firm support 5.22 533 133 1.00 7.00 0.83** (0.90)

3 Firm commitment 4.81 5.00 1.32 1.00 7.00 0.63** 0.65** (0.82)

4 Burnout 438 4.67 1.57 1.00 7.00 —0.52*%* —0.51*%* —0.47** (0.93)

5 Turnover intention 2,62 200 1.84 1.00 7.00 —0.60** —0.54** —0.61** 0.54** (0.96)

#k p < 0.01.
Scale reliabilities (Cronbach’s «) appear in parentheses on the diagonal.

items measuring firm commitment adapted from Allen and Meyer (1990) are used in this study to
assess how committed auditors are to their firm. An example item is: “This firm has a great deal of
personal meaning for me” (1 = strongly disagree, 7 = strongly agree).

Burnout was measured using three items from Maslach and Jackson’s (1981) emotional
exhaustion scale. An example is: “I feel burned out from my work™ (1 = strongly disagree, 7 =
strongly agree). Turnover intention was measured using two items adapted from Konovsky and
Cropanzano (1991) and Shalley et al. (2000). An example is: “It is likely that I will leave my
accounting firm in the next 12 months to take a new job” (1 = strongly disagree, 7 = strongly agree).

Confirmatory factor analysis (CFA) described in the subsequent section provides evidence
supporting the convergent and discriminant validity of our measures. The Cronbach’s alpha
coefficients for each construct exceed 0.80, which is considered high internal reliability (Gliner and
Morgan 2000). We included two reverse-coded items and their significant factor loadings and the
high alpha coefficients for their corresponding constructs indicate that the respondents provided
adequate attention to the survey instrument.

RESULTS

Table 1 presents descriptive statistics, reliabilities, and correlations for the independent and
dependent variables. As expected, we see that perceived firm fairness is positively correlated with
perceived firm support, perceived firm support is positively correlated with firm commitment,
perceived firm fairness and firm commitment are negatively correlated with burnout and turnover
intention, and burnout is positively correlated with turnover intention.”*

Structural equation modeling (SEM) is used to test the hypotheses.” Our primary analyses
consisted of two parts. First, CFA was performed to determine whether the proposed measurement
model reached an acceptable fit to the data (Anderson and Gerbing 1988). Once an acceptable
measurement model was attained, the partially mediated structural model (Figure 1) was tested and
compared against alternative models. Maximum likelihood estimation method in Amos Version

4 All p-values reported are two-tailed.

5 Current literature suggests a sample size varying between 100 and 200 cases is adequate for small-to-medium
SEM, or between 5 and 10 observations per estimated parameter (Bentler and Chou 1987; Anderson and Gerbing
1988; Hair et al. 2006). Our sample size of 204 and our subjects-to-parameter ratio of 5.82 meet or exceed both
of these rules of thumb.
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TABLE 2

Factor Loadings for the Measurement Model
n =204

Measured Variable Unstandardized Factor Loading SE Z Standardized Factor Loading

Perceived firm fairness

PFF1 1.01 0.03 29.64 0.94 %%

PFF2 1.03 0.04 28.37 0.93%#:*

PFF3 1.00 0.96%**
Perceived firm support

PFS1 0.98 0.06 15.71 0.87%%#%

PES2 1.08 0.06 16.77 0.9]#**

PFS3 1.00 0.84%#:*
Firm commitment

FC1 0.88 0.09 10.36 0.70%%*

FC2 1.06 0.09 11.90 0.797%#:*

FC3 1.00 0.83%#*
Burnout

B1 0.95 0.05 19.90 0.91 %%

B2 0.99 0.05 20.30 0.91 %%

B3 1.00 0.9]#**
Turnover intention

TOIl 0.98 0.04 24.38 0.96%%#%*

TOI2 1.00 0.95%**
wk p < 0,001,

Abbreviations for items relate to questions listed in Appendix A.

19.0 (Arbuckle 2010) was used to test the measurement and structural models. Four indices are used
to assess the goodness of fit of the models: the goodness of fit index (GFI), the comparative fit index
(CFI), the incremental fit index (IFI), and the root mean square error of approximation (RMSEA).°

Confirmatory Factor Analysis

The initial test of the measurement model resulted in a good fit to the data (GFI=0.941; CFI=
0.989; IFI = 0.989; RMSEA = 0.047). As shown in Table 2, all of the loadings of the measured
variables on the latent variables are statistically significant (p < 0.001). Consequently, all of the
latent variables appear to have been effectively measured by their respective indicators.”

° Values greater than 0.90 for GFI, CFI, and IFI and RMSEA values less than 0.10 indicate good model fit (Byrne
1998; Kline 1998).

To further evaluate the distinctiveness of our three independent variables, we followed Anderson and Gerbing’s
(1988) recommended two-step procedure by conducting a CFA including all of the items making up our
measures of perceived firm fairness, perceived firm support, and firm commitment. The three-factor model fit the
data well (GFI=0.974; CFI=0.998; IF1=0.998; RMSEA =0.026). All individual path loadings from an item to
its particular latent construct were significant (p < 0.001), providing evidence of convergent validity for each
scale. To evaluate discriminant validity, we compared the fit of this three-factor model to four alternative
models. Fit indices for a one-factor model, a two-factor model where the correlation between the perceived firm
fairness and perceived firm support factors was set equal to one, a two-factor model where the correlation
between the perceived firm fairness and firm commitment factors was set equal to one, and a two-factor model
where the correlation between the perceived firm support and firm commitment factors was set equal to one were
ng evidence supporting the discriminant validity of our measures.
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FIGURE 2
Standardized Path Coefficients of the Partially Mediated Model

Perceived Firm
Fairness

Turnover Intention

0.800%**

Perecived Firm
Support

Burnout

wk wdk < 0.01 and p < 0.001, respectively.

Structural Model and Tests of Hypotheses

The hypothesized partially mediated structural model (Figure 1) provided a good fit to the data
(GFI1=0.935; CFI=0.988; IFI=0.988; RMSEA = 0.048) and all path coefficients are significant in
the predicted direction. The standardized parameter estimates for the model shown in Figure 2
provide evidence on our hypotheses. H1 predicts that perceived firm fairness will be positively
related to perceived firm support. The path coefficient from perceived firm fairness to perceived
firm support (0.890; p < 0.001) supports HI. H2 predicts that perceived firm support will be
positively related to firm commitment. The path coefficient from perceived firm support to firm
commitment (0.770; p < 0.001) supports H2. H3 predicts that firm commitment will be negatively
related to burnout. The negative path coefficient from firm commitment to burnout (—0.313; p <
0.01) supports H3. H4 predicts that burnout will be positively related to turnover intention. The path
coefficient from burnout to turnover intention (0.223; p < 0.01) supports H4. HS predicts that firm
commitment will be negatively related to turnover intention. The negative path coefficient from firm
commitment to turnover intention (—0.408; p < 0.001) supports H5. H6 predicts that perceived firm
fairness will be negatively related to burnout. The negative path coefficient from perceived firm
fairness to burnout (—0.336; p < 0.001) supports H6. H7 predicts that perceived firm fairness will
be negatively related to turnover intention. The negative path coefficient from perceived firm
fairness to turnover intention (—0.215; p < 0.01) supports H7. The model explains 79 percent of the
variance in perceived firm support, 59 percent of the variance in firm commitment, 35 percent of the
variance in burnout, and 54 percent of the variance in turnover intention.®

Auditor Tenure

Tenure has been found to predict organizational commitment (e.g., Blau 1985; Gregersen and
Black 1992) and auditors at higher levels may feel more burned out due to increased responsibilities.’

8 We tested and compared an alternative fully mediated model and an alternative structurally saturated model
against the hypothesized partially mediated model. Neither of these alternative models fit the data better than the
partially mediated model. As such, we selected the model in Figure 2 as the best fit to the data.

 Our sample includes nine partners. As auditor relationships with firms and patterns of burnout may be different
for partners relative to other professionals, we also performed the analysis using only auditors at the staff
through senior manager levels (n = 195). The results are consistent with the reported results.
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To control for this, we added auditor tenure with the firm to our partially mediated model as a control
variable.'® The mean (median) auditor tenure is 5.89 (4.00) years. Tenure was positively associated
with firm commitment (p < 0.001) and weakly positively associated with turnover intention (p <
0.10), but was not associated with perceived firm support or burnout. Its inclusion did not alter the
results reported in Figure 2.

DISCUSSION AND CONCLUSION

This study examines auditor commitment to their firm and how it affects the level of auditor
burnout and turnover intention. Prior research suggests that commitment to an organization is an
important determinant of positive individual and organizational outcomes (e.g., Meyer et al. 2002).
Prior research also indicates that employee burnout leads to negative consequences for individuals
and organizations, such as increased turnover intention. Drawing from social-exchange theory, we
hypothesized that perceived fair treatment by the firm would engender a social-exchange
relationship between auditors and their firm resulting in a lower degree of auditor burnout.
Specifically, we predicted that perceived fairness on the part of the audit firm would lead to
perceived support from the firm, perceived firm support would lead to auditor commitment to the
firm, and firm commitment would result in lower levels of burnout. We predicted that firm
commitment would be negatively related to turnover intention, whereas burnout would be
positively related to turnover intention. Finally, we predicted that perceived firm fairness would be
negatively related to auditor burnout and turnover intention. The results provide support for each of
our hypotheses.

Prior research finds burnout to be associated with several negative outcomes including
absenteeism, poor job performance, reduced citizenship behavior, and increased turnover intention
(Saxton et al. 1991; Fogarty et al. 2000; Cropanzano et al. 2003; Jones et al. 2010). Likewise, we
find burnout to be positively related to turnover intention in this study. Burnout is a significant
concern among auditors due to their extensive client-service demands. Given the severe
consequences of burnout for both individual auditors and accounting firms, it is important to
study what can be done to prevent it. Along these lines, Jones et al. (2010) find healthy lifestyle to
be negatively correlated with accountant burnout and Almer and Kaplan (2002) find that
accountants on flexible work arrangements report lower levels of burnout. We contribute to this
stream of literature by emphasizing the importance of the auditor-audit firm relationship and
demonstrating that fair treatment and high-quality relationships lead to lower levels of auditor
burnout and turnover intention.

This study has limitations including reliance on self-report data that creates a potential for bias
due to common response. However, we designed and administered the survey carefully to minimize
these effects and assessed evidence of bias in the data collected. To mitigate the concern of common
response bias, we conducted an analysis recommended by Podsakoff et al. (2003) using a model
that controlled for the effects of an unmeasured latent methods factor and the results for the tests of
hypotheses were consistent with the results reported.

19 Tenure with the audit firm was measured by asking participants to provide the number of years they have been
with their accounting firm. We also performed the analysis with a categorical variable representing auditor level
(i.e., staff, senior, manager, senior manager, or partner) since auditors may switch firms and the results are
consistent with the results reported.

As an additional sensitivity test, we performed the bootstrap procedure recommended by Shrout and Bolger
(2002). To conduct the bootstrap, 1,000 bootstrap data samples were created by randomly sampling with
replacement from the original data set. None of the bias-corrected 95 percent confidence intervals for the
bootstrap estimates included zero and the results are unchanged from the reported results.

American
Accounting

V Association

Accounting Horizons
December: 2012



718 Herda and Lavelle

Next, although our response rate is sufficiently high, to the extent that nonresponders may
differ systematically from those who respond, generalizability of the results to that subset of the
population may not be appropriate. Also, although turnover intention has been found to be a strong
predictor of actual turnover behavior (Mobley 1977; O’Reilly et al. 1991; Arnold and Feldman
1982; Spector 1997), other factors such as alternative job possibilities can also influence turnover
(Mobley et al. 1979). Thus, our results may not fully generalize to situations involving actual
turnover behavior (cf. Tett and Meyer 1993). In addition, given the “up or out” business model of
many audit firms, some degree of actual turnover may potentially be considered desirable for some
firms.

Another limitation is that the auditors who participated in this study are with a large national
firm or a large regional firm (neither of which is a member of the Big 4) and are mostly from
practice offices in the American Midwest or West. To enhance generalizability, future research
might include auditors from larger firms and from other geographic areas. This study focuses on
auditor perceptions of fairness related to the firm. Future research might examine fairness
perceptions relating to auditors’ direct supervisors. This may be particularly important when audit
staff remain on the same engagement team and work for the same supervisor for extended periods
of time. Finally, as our results highlight the importance of fairness perceptions and social-exchange
relationships between auditors and firms, future research could further consider how these
perceptions and relationships develop.

Our findings have important implications for public accounting firms. Auditor burnout has
severe negative consequences for firms such as increased turnover intention, declines in job
performance, and lower levels of job satisfaction (Jones et al. 2010). High levels of voluntary
turnover and employee absences result in heavy personnel expenditures for the firm such as
additional recruiting and training costs. In addition, each time an auditor must be replaced on an
engagement team, more time is committed to bring the new auditor up to speed on the client and
related issues. Moreover, clients usually prefer consistency in audit team members and too many
changes in audit team composition may frustrate clients, leading them to look elsewhere for
services. For the firm, this can result in lost clients and revenues.

So much in the auditing profession is outside the control of accounting firms. Firms cannot
control a slowing economy and can do little to change the demanding nature of auditing. Auditors
often must work long hours. It is the nature of the profession. Auditors must also interact with
clients and many client personnel tend to view auditors as nuisances that can interfere with the
completion of their normal work tasks and operations (Matthews and Pirie 2000). Consequently,
they may treat auditors poorly by making themselves unavailable for meetings, not providing audit
requests on a timely basis, and being short and abrupt when interacting with members of the audit
team. This is innate to auditing and also mostly outside of the firm’s control.

Firms can control how they treat their employees, however, and genuine efforts in this regard
likely will have an effect on auditors’ fairness perceptions. It is important for firms to use fair
procedures when making decisions such as those related to performance evaluations, promotions,
paid time off, mentoring, goal setting, training, scheduling, and other organizational issues.
Although auditors ultimately decide for themselves whether a firm’s decisions are made fairly, there
are three broad drivers of procedural fairness: whether employees have input in the decision-making
process, how decisions are made and implemented, and how managers behave (cf. Brockner 2006).
Firms should solicit and genuinely consider the input of those affected by significant organizational
decisions. When making decisions, firms should strive to ensure that appropriate criteria are used
and applied consistently across employees. Finally, firms must provide sincere and adequate
explanations for why decisions are made while treating employees respectfully and demonstrating
concern for their needs and well-being (Brockner 2006). Employing the above guidelines
throughout the organization will"énhance auditor perceptions of fair treatment on the part of the
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firm. Such treatment is important as it can lead to a high-quality relationship with the firm,
diminishing the potential for auditor burnout and avoiding its negative consequences.
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APPENDIX A
SCALES USED FOR INDEPENDENT AND DEPENDENT VARIABLES"?

Perceived Firm Fairness

Please indicate the extent to which you agree or disagree with the following statements as they
relate to your accounting firm:

1. Overall, I am treated fairly by my accounting firm.
2. In general, I can count on this firm to be fair.
3. In general, the treatment I receive around my firm is fair.

Perceived Firm Support

Please indicate the extent to which you agree or disagree with the following statements as they
relate to your accounting firm:

1. This firm strongly considers my goals and values.
2. This firm really cares about my well-being.
3. This firm shows very little concern for me. (R)

!2 The scale for each variable used anchor points, allowing for responses from 1 to 7 (strongly disagree to strongly
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Firm Commitment

Please indicate the extent to which you agree or disagree with the following statements as they
relate to your accounting firm:

1. I really feel as if this firm’s problems are my own.
2. I do not feel “emotionally attached” to this firm. (R)
3. This firm has a great deal of personal meaning for me.

Burnout

Please indicate the extent to which you agree or disagree with the following statements as they
relate to your accounting firm:

1. I feel emotionally drained from my work.
2. I feel used up at the end of the day.
3. I feel burned out from my work.

Turnover Intention

Please indicate the extent to which you agree or disagree with the following statements as they
relate to your accounting firm:

1. It is likely that I will leave my accounting firm in the next 12 months to take a new job.
2. It is likely that I will make a genuine effort to find a new job with another employer in the
next year.

American
Accounting

% Association
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