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Abstract

Audit firms conduct root cause analysis (RCA) to learn from errors and enhance future processes. This study aims to improve
the effectiveness of these efforts by introducing a root cause taxonomy that categorizes underlying causes and develops a com-
mon language within the audit profession. Developed empirically and validated with data from an audit firm in the Netherlands,
spanning from 2021 to 2024, the taxonomy includes six categories: Strategy and policy; Systems and procedures; Knowledge and
understanding; Time and capacity; Human factors; and Client matters. Our findings reveal that the root causes frequently manifest
in conjunction with one another rather than in isolation, indicating interdependencies. While the list of root causes is not exhaustive,
this taxonomy offers a structured approach that can enhance consistency within the RCA practice.

Relevance to practice

Audit firms can use the taxonomy in their RCA practice to create more consistency both in identifying root causes and reporting on
them. This approach not only facilitates the identification of broader patterns, rather than merely incidental issues, but also allows for
organizational learning and fosters opportunities for cross-firm knowledge sharing. Furthermore, the use of the root cause taxonomy
ensures that the RCA process produces more granular and precise insights, thereby reducing ambiguity in the outcomes. Such precision
is crucial for effectively addressing root causes, preventing resource misallocation, and minimizing the recurrence of identified issues.
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1. Introduction

Root cause analysis (RCA) is an upcoming practice in the
audit profession. RCA is based on the principle that the
most effective way to resolve a problem is by identifying,
addressing, and eliminating its underlying causes (NBA
2019; PCAOB 2024). Audit firms have been conducting
some form of RCAs for several years, and with the estab-
lishment of ISQM1 in 2022, the RCA practice has been
further embedded (ISQM1, IAASB 2020). However, cur-
rent criticisms indicate that audit firms struggle to con-
sider all the causal factors within their complex context
and gain a sufficient in-depth understanding (AFM 2020;
PCAOB 2024). Rather than identifying idiosyncratic root
causes, leading to ineffective remediation, audit firms

should aim to get an understanding of broader patterns
and trends within their firm. To address these criticisms,
the audit profession can benefit from fields which have
a more established RCA practice, such as healthcare
and aviation (e.g., Beaubien and Baker 2002; Dien et al.
2004; Ergai et al. 2016). Such standardization is partic-
ularly valuable as it fosters consistency and enables the
identification of patterns and trends over extended peri-
ods, leading to a deeper understanding of underlying is-
sues (Beaubien and Baker 2002; Runciman et al. 2009).
Misuse of terminology, on the other hand, can lead to sig-
nificant misunderstandings surrounding the language of
safety and quality (Chang et al. 2005).
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The language of quality, specifically within the audit
profession, is inherently ambiguous. There have been sev-
eral studies which developed frameworks to capture audit
quality (DeFond and Zhang 2014; Francis 2011; Knechel
etal. 2013), providing different perspectives on what audit
quality is and how it can be measured. However, produc-
ing audit services remains “highly complex, and service
quality can be difficult to objectively define or measure”
(Knechel et al. 2020, p. 2). Given the inherent ambiguity,
the implementation of a taxonomy could be especially ad-
vantageous, as it allows for the consistent use of language
for both the RCA team members and stakeholders. This
consistency contributes to a more structured approach in
addressing the complexities associated with improving
audit quality. As such, a taxonomy can help create consis-
tency and allow to identify patterns and trends over longer
periods of time, paving the way for a better understanding
(Runciman et al. 2009). However, taxonomies from other
fields do not translate well to the audit profession given
the profession specific nature of the taxonomies, requiring
a root cause taxonomy tailored for the audit profession.

In our study we empirically developed a root cause
taxonomy for the audit profession, providing common
language to increase the RCA’s effectiveness, increas-
ing learning potential, and facilitating opportunities for
cross-firm learning. Furthermore, we identified a non-ex-
haustive list of common root causes for each category to
further enable consistency. Although we identified sepa-
rate root causes, they typically manifest in conjunction
with one another rather than in isolation.

2. Root cause analysis in the audit
profession

The International Standard on Quality Management 1
(ISQM1, TAASB 2020) requires audit firms to conduct
RCA in the case of adverse events, such as restatements in
the financial statements after the audit sign off or quality
findings from audit file inspections. RCA is the process of
identifying the root causes of these events, so that remedial
action can be formulated to prevent these root causes in the
future (e.g., Leveson et al. 2020; Percarpio et al. 2008; Wu
et al. 2008). RCA, therefore, aims to provide audit firms,
regulators, and practitioners with the opportunity to learn
from past mistakes and thus improve audit quality (PCAOB
2024). Although the audit firms have been conducting RCAs
for several years in some capacity (NBA 2019), the ISQM1
will further embed the RCA practice within the audit firms.

In this paper we define root causes as those causal fac-
tors that, when addressed, prevent future occurrence of the
issue at hand or reduce the risk or impact of its occurrence.
The RCA process often starts with an adverse event but can
also be triggered by good practices, as these can provide
insights into underlying dynamics of audit quality as well.
To identify the root causes, data on the adverse event (or
best practice) is collected, for example through interviews
with the audit team and data about the audit processes as
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it can be derived from internal systems. The collected data
is then analyzed to identify the root causes, after which the
remedial action can be formulated (Groot 2021). Although
these steps seem straightforward, the RCA is a complex
and subjective process (Peerally et al. 2016), and in the
audit profession takes place in an environment of complex
systems and processes. It is difficult to determine whether
all the (relevant) root causes are identified, whether a suf-
ficient level of depth is gained and whether there is a clear
understanding of how the root causes interrelate. As it is
not possible to determine whether addressing the identi-
fied root causes would have indeed prevented the initial
occurrence, especially without the ability to revisit and
alter the case, and it is often a combination of root causes
that contribute to an issue, it is not surprising that regulato-
ry oversight bodies emphasized the importance of acquir-
ing a sufficient level of depth (AFM 2020; PCAOB 2024).

In this paper, we focus on the development of a tax-
onomy to improve the effectiveness of RCAs through
consistency in language. With the taxonomy developed
in this study, we aim to help in achieving this consistency
and aid in learning and improving audit quality.

3. Research methods

We collected proprictary data of RCAs conducted within
a Big Four audit firm in the Netherlands between October
2020 and December 2023." RCAs were conducted on:

« external quality findings from internal reviews;

« external good practices from internal reviews;

« consultations on restatements after the audit opinion
sign off; and

*  RCAs on thematic matters.

RCAs were conducted by a dedicated, multidisciplinary
RCA team. For each RCA, multiple root causes were iden-
tified, which formed the basis of the data collection.

The collected data were coded separately by two of
the authors of this article. The initial coding required in-
terpretation of the identified root causes, as the descrip-
tion of the root causes varied across the time period in
which RCAs were conducted and across the different
team members who conducted them. Based on the knowl-
edge of and experience with the RCA practice as an RCA
team member, the authors were able to make this inter-
pretation. After the initial individual coding, the authors
compared the codes and aligned them through multiple
discussions. After initial alignment, the authors compared
the inductively derived codes with literature on (drivers
of) audit quality (Francis 2011; FRC 2008; Knechel et al.
2013; NBA 2017, 2019). No additional codes were iden-
tified based on this review. Subsequently, the codes were
discussed with the author who was not involved in the
initial coding process. Through these discussions, the six
categories of the taxonomy emerged and common root
causes per category were identified. Root causes were



Maandblad voor Accountancy en Bedrijfseconomie 99(3): 155-161

157

formulated when they recurred across multiple RCAs.
Notably, the root causes are articulated in a neutral man-
ner because they can serve both as drivers for high-qual-
ity audits and as drivers for audits of insufficient quality.
After agreement amongst the three authors on the cate-
gorization and formulation of the root causes, the taxono-
my was validated with the five other RCA team members
who were not involved in the process of developing the
taxonomy. This validation led to minor adjustments in
the wording. To evaluate the usability of the taxonomy,
the RCA team started to use the taxonomy in their RCAs
from January to November 2024. Since its use in prac-
tice, a few new root causes were identified, but no further
changes were made in the categorization of the taxono-
my, suggesting the validity and usability of the model.?

Figure 1. Root cause categories.

Strategy and Systems and Knowledge and
policy procedures understanding
User Accounting or
Prioritization friendliness auditing
Project
Design management
skills
Tone from the
top
Internal
Guidance procedures and
tools
Change
management Roles and Client

responsibilities understanding

4. Towards a root cause taxonomy

The taxonomy contains six overarching root cause cate-
gories, which subsequently consist of several underlying
commonly identified root causes, creating a common lan-
guage for the RCA practice. The taxonomy is developed
on the premise that quality findings often arise from a com-
bination of root causes, which can be attributed to distinct
categories or within one category. The list of root causes is
not exhaustive — new root causes might be identified, and
current root causes might turn out to be less relevant over
time. The taxonomy is therefore a dynamic model, tailored
for its time and place. The taxonomy can be used during
the analysis phase of the RCA, to determine whether the
RCA team members have discussed all relevant topics
with the RCA’s participants, and if they have a shared and
sufficient in-depth understanding of the case at hand and
its root causes. Also, the taxonomy can create consistency
in the RCA reporting and monitoring of remedial actions.

In this section, we elaborate on each of the categories:
Strategy and policy, Systems and procedures, Knowledge
and understanding, Time and capacity, Human factors,
and Client matters. To illustrate the application of the
model, we will highlight two root causes per category.
Rather than aiming to address all potential root causes,
our intention is to provide insight into how the model
functions and can be applied in practice.

4.1. Strategy and policy

Root causes within this category refer to the application
of broader organizational strategies and policies, and their
influence within the firm. Root causes in this category
lie within the scope of the strategic choices made by

Time and .
. Human factors  Client matters
capacity
Collaboration c!'e'."t. s
Availability priorities
Psychological Client's
safety availability
Flexibility
Mental models Client's
knowledge
Continuity
Role modeling Relationship

leadership and could be described as prioritization, tone
from the top, and change management. We elaborate on
the prioritization and change management.

The root cause prioritization might occur when leader-
ship makes strategic decisions in prioritizing which lead
to new goals or key performance indicators (KPIs). For
example, an audit firm might decide to schedule the cours-
es for the auditors in the fall while simultaneously com-
mitting to a KPI on a timely completion of the planning
phase, which for the auditors coincides with the timing
of the courses. Depending on which KPI is perceived as
the most important in daily practice, this might lead to di-
verging outcomes. On the one hand, people might choose
to prioritize fulfilling the firm’s training requirements, not
meeting the deadline for completing the planning phase,
pushing planning tasks into the execution phase and po-
tentially leaving insufficient time for reflection later in the
audit process. On the other hand, they might prioritize
complying with the deadline for the completion of the
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planning phase, but fail to meet the training deadlines,
potentially missing the latest knowledge updates needed
for the audit. As such, leadership’s prioritizations, or lack
thereof, might be a root cause for quality issues due to in-
sufficient process management by not meeting the KPI of
timely completion of the planning phase, or a root cause
for quality issues due to insufficient knowledge.

Another root cause in Strategy and policy could be
change management, which refers to the approach sur-
rounding organizational transitions to a desired future
state. For example, let us consider the implementation of
a revised standard. An audit firm might set up a change
management program, including training, communication
of the revisions and the impact on the daily practice, and
adjustments of the working programs to ensure correct
application of the new requirements. When the change
program is not set up appropriately, for example because
the need for behavioral change is not incorporated in the
program sufficiently, it can lead to quality findings relat-
ed to the revised standard. Although each element in the
change program (i.e., training, communication, or work-
ing program) may serve as a root cause and fit into one of
the established root cause categories, there might also be
an overarching issue stemming from shortcomings in the
change management approach itself, such as the absence
of a coherent change management strategy. In the case of
the latter, the root cause refers to a broader organizational
strategy as it lies within the scope of the strategic choices
made by leadership.

4.2. Systems and procedures

Root causes within this category lie within the systems
and procedures in place, which includes the IT-systems,
internal procedures, working programs and tools used,
and their influence. Furthermore, root causes can refer,
for example, to the way audit standards have been incor-
porated in the firm’s audit procedures manual. In this sec-
tion we elaborate on the roles and responsibilities and the
design of the systems and procedures.

Regarding the root cause on roles and responsibil-
ities, it can be the issue that there is a lack of clarity
in who has which roles and responsibilities in a certain
procedure. This problem can manifest in audit engage-
ments, where ambiguous roles and responsibilities can
lead to significant inefficiencies and misunderstandings.
The responsibilities in the context of an audit entail a
clear understanding of specific tasks that need to be per-
formed, the designation of the team members to these
tasks and the accountability of these individuals. Tasks
can include execution and documentation of audit pro-
cedures, review of work performed, communications
in the process of the audit, which also includes internal
and external reporting. The ambiguity can lead to du-
plication of tasks, tasks being overlooked, inconsistent
execution of tasks, confusion about who should be do-
ing what. When tasks are overlooked, it could mean that
work performed on a high risk element of the audit is
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not reviewed at the level needed, as each team member
involved in the related review tasks has an assumption
that another team member has covered the review at the
expected level of depth.

Another illustration of a root cause in this category re-
lates to the design of processes and systems. For exam-
ple, an auditor might use several systems in preparation
of and during the audit (e.g., a system for the acceptance
and continuance of clients and engagements, a system for
the audit file, and a system for the creation of reports or
engagement letters). However, it is possible that these sys-
tems do not have an interface, requiring manual work, as
such that inconsistencies can emerge and lead to issues.
For instance, an auditor documents their work in their
audit files, but some information is also relevant for the
acceptance and continuance process. When this process is
documented in a different system, which is not connect-
ed to the audit file, difference might emerge between the
latest insights in the audit file and the information required
by the acceptance and continuance process.

4.3. Knowledge and understanding

Root causes in this category refer to the level of knowl-
edge, experience, education, and understanding. Given
the knowledge-intensive nature of auditing (Knechel
et al. 2020), it is crucial for auditors to possess an ap-
propriate foundation of knowledge and understanding
in various areas, including audit standards and finan-
cial reporting (NBA 2017, 2019) and sufficient under-
standing of the entity and its environment (ISA 315).
Another example in this category can refer to the level
of project management skills. Furthermore, to comply
with the internal system of quality management, audi-
tors must also be knowledgeable on internal (risk man-
agement) procedures and guidance. These knowledge
areas are subject to constant change and development,
necessitating the need to continuously update one’s
knowledge (NBA 2019). This category, thus, gathers
all root causes that refer to the auditor’s lack of know-
ledge and understanding.

An example of a root cause within this category might
be an insufficient understanding of a accounting issue,
which might be specific for the engagement, thus not
common. Due to the insufficient knowledge of the spe-
cific accounting topic, the issue can become an ‘unknown
unknown’ for the auditor and as such does not trigger con-
sultation with accounting specialists, potentially leading
to overseeing a material error in the financial statements.

Furthermore, root causes: in this category might relate
to internal procedures on, for example, the procedures in
an audit firm’s system of quality management to ensure
its independence (ISQM1). These procedures might con-
sist of guidance and tools or systems that need to be used.
However, when auditors have insufficient understanding
of the applicable internal independence procedures or are
unsure on where to find the relevant guidance, indepen-
dence issues might occur.
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4.4. Time and capacity

Root causes in this category refer to matters regarding
allocated resources and capacity, which are themes that
have been defined as important drivers of audit quality
in prior literature (NBA 2017, 2019). Examples of root
causes we identified in this category are availability, flex-
ibility and continuity. In this section we elaborate on the
root causes availability and continuity.

Availability refers to the presence of the required num-
ber of team members, with the knowledge and experience
needed for the specific audit. When there is insufficient
availability of the right people for the audit, for exam-
ple due to sickness or employee turnover, the remaining
team members may pick up the tasks of the sick colleague
within the allocated time. This can result in quality find-
ings occurring in the form of material errors in the finan-
cial statements being overlooked or not meeting certain
audit standard requirements. As with all root causes, the
root cause availability often presents itself in combina-
tion with other root cause categories. If a client does not
deliver the required information within the agreed-upon
period (Client matters), an issue with the audit team’s
time and capacity might arise when they have insufficient
availability by the time the required information is re-
ceived. On the positive side — when the availability of the
team members is appropriate, the right people have suffi-
cient time and capacity to make adequate judgments and
decisions within the audit, and document those properly.
Additionally, if the team does have sufficient availability
of the needed level of experience, it might facilitate time
and space for knowledge spillover effects within the team
(Knowledge and understanding).

Another root cause in this category is the continuity of
resources, which relates to the prolonged assignment of
team members to a client, enabling them to acquire spe-
cific client knowledge and understanding of its business,
as well as building a good relationship with the client.
As such, client specific knowledge can build up and sub-
sequently contribute to high quality audits (NBA 2017).
However, when the team is not stable over time, gaps can
arise in the understanding of the client’s business and its
environment, leading to quality findings. As with the pre-
vious example this root cause can also occur simultane-
ously with or cause other root causes. For example, when
a client does not prioritize the audit of the financial state-
ments and keeps failing to meet commitments to the au-
dit team (Client matters), team members might not want
to work for this specific client. In these cases, the team
members might request to be scheduled for a different au-
dit, increasing the turnover of this client’s team.

4.5. Human factors

Root causes in this category refer to the various aspects
related to human behavior and interactions within the au-
dit teams. Within this category, we have identified sever-
al root causes that can be responsible for the occurrence

of audit quality findings. We provide a discussion on the
root causes collaboration and psychological safety.

Collaboration can refer to issues arising from inade-
quate teamwork, coordination, or cooperation among
individuals or departments. For example, within the con-
text of hybrid working with international team members
with distinct cultural backgrounds and time zones, teams
might struggle more to achieve sufficient engagement,
coaching and sense of goal alignment. On the other hand,
appropriate collaboration results in better coaching, re-
viewing and thus improves audit quality. As such, audit
teams might need to adapt their communication strategies
and provide the necessary support and guidance to ensure
successful collaboration in these dynamic environments.

The second root cause, psychological safety, refers to
the “sense of being able to show and employ self without
fear of negative consequences to self-image, status, or ca-
reer” (Kahn 1990, p. 705). Psychological safety influences
the extent to which auditors are motivated to express their
opinions during the audit process, such as during fraud
brainstorming sessions (Gissel and Johnstone 2017).
When team members observe a culture where question-
ing a manager’s judgment or pointing out potential errors
is implicitly discouraged or even punished, they come to
understand that it is not safe to speak up. As a result, they
may withhold valuable observations or questions during
team discussions or file reviews, potentially decreasing
audit quality. Over time, this dynamic could even create a
culture of silence and compliance, where team members
focus more on avoiding conflict than on exercising pro-
fessional skepticism.

4.6. Client matters

Root causes in this category refer to the matters that re-
side on the client’s side, such as client’s knowledge (e.g.,
accounting standards), prioritization, availability of re-
sources, and the relationship between the client and audi-
tor. Even though these client matters are largely beyond
the auditor’s control, it might still reveal opportunities
for areas to address. For example, root causes regarding
client matters might give rise to more selectiveness in ac-
cepting and continuing clients and engagements, pressing
the client for improvements (e.g. through management
letters), or taking additional quality measures in the audit
process. In this section we briefly illustrate an example of
the root causes prioritization and availability.

The root cause of the client’s prioritization might oc-
cur in the case of subsidiaries of foreign group compa-
nies. These subsidiaries are required to publish statutory
financial statements but might not prioritize the prepa-
ration of the statutory accounts due to a focus on their
group reporting requirements. As the priority is some-
where else for the client, the statutory audit might not get
the attention required to get the necessary information
and documentation.

The lack of priority might also be related to the avail-
ability of the client, as the client’s resources are allocated
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elsewhere. Due to this lack, deliverables might be delayed,
and the quality of the information and underlying documen-
tation might turn out impaired. The insufficient information
and untimely documentation complicates the audit, and de-
creases they being delivered by the client. Issues regarding
availability might then spill over to the audit quality.

5. Concluding remarks

In this study, we developed a root cause taxonomy, estab-
lishing a common language for the RCA practice within
the audit profession. Some of the root causes were report-
ed in prior literature (NBA 2017, 2019) or were already
identified as audit quality indicators (Francis 2011; FRC
2008; Knechel et al. 2013). However, as audit firms grap-
ple with the challenge of identifying all the root causes in
the complex environment of auditing and gaining a suffi-
cient in-depth understanding (AFM 2020; PCAOB 2024)
we hope to contribute to a more effective RCA practice by
combining our empirical insights with these prior insights
in a holistic taxonomy for root causes. As such, we subse-
quently aim to contribute to further improve overall audit
quality within the audit firms.

Our experience is that the taxonomy has proven to be
valuable in our own RCA practice, both in gathering data
for the RCA and identifying the root causes in analyzing
the data. It provides a framework for conducting broad
conversations within the RCA team and with the peo-
ple involved in the case. For example, if an interviewee

primarily focuses on the client’s matters, the taxonomy
provides a topic list for the interviewer to also discuss
other topics, thereby preventing tunnel vision. Also, the
taxonomy aids in the analysis of the data, as it provides
a broad spectrum for reflection on the case, whilst main-
taining a consistent language, facilitating a shared under-
standing. Furthermore, due to the common language, the
taxonomy contributes to consistency in identifying the
necessary follow-up actions to address the underlying
causes and facilitating the evaluation of ongoing actions.
Lastly, the standardized language provided by the taxon-
omy provided consistency to the reporting of insights and
progress to stakeholders and leadership.

However, there are also limitations to this study, as it
is empirically developed based on one audit firm, within
the Netherlands. Although we expect there to be sufficient
similarities between audit firms to be able to benefit from
the taxonomy, the specificalities of another audit firm
might require translation or adaptation. Furthermore, dif-
ferent countries may have varying needs to distinguish
cultural characteristics and institutional contexts. Future
research could contribute by examining these diverse
contexts and their impact on the taxonomy. Lastly, the
taxonomy should be viewed as a means to an end, a tool
that supports the larger objectives of problem solving
and continuous quality improvement. The focus should
always be on using the taxonomy to identify and address
root causes, rather than getting caught up in the taxonomy
itself, using it as a checklist, and making it a goal to map
identified root causes to the developed taxonomy.

B Dr. W. Groot RA — Wendy, Assistent Professor VU en Senior Manager PwC.

B C.E.B. Jacobs-Meertens RA, Caroline, Senior Manager PwC.

B Drs. T. Winkelaar — Tom, Senior Associate PwC.

Notes

1. The proprietary nature of the data precludes providing detailed insights into the exact numbers.

2. There are various tools available to understand the interconnections among different root causes. For example, Groot (2021) emphasizes the im-

portance of moving beyond linear perspectives to gain a comprehensive understanding of the system and provides insights into several models

that can assist in mapping these interrelations.
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