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This study examines the role of auditor professional
skepticism in sustaining audit quality under conditions of
intense regulatory oversight. Using a systematic literature
review approach, the study synthesizes peer reviewed
research on regulatory pressure, behavioral reinforcement
mechanisms, firm level culture, and technological
transformation in auditing. The findings indicate that
regulatory inspections and enforcement mechanisms
significantly influence auditors’ risk assessments and
evidence evaluation  strategies, encouraging more
conservative and  rigorous  judgments. However,
professional skepticism is not solely driven by external
pressure. Internal organizational practices, including
structured training and supportive learning environments,
strengthen auditors’ critical thinking and questioning
mindset. The review also reveals that technological
advancements, such as data analytics and blockchain based
procedures, reshape evidence processing and require
heightened vigilance in interpreting system generated
information. Overall, professional skepticism emerges as a
dynamic capability shaped by regulatory intensity,
institutional support, and digital innovation, serving as a
strategic safeguard that enhances audit effectiveness and
public trust.
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1. Introduction

Auditor professional skepticism remains a cornerstone of audit quality and
integrity, particularly in environments characterized by intense regulatory oversight
and heightened public scrutiny. In the aftermath of recurring financial reporting
tailures and corporate scandals, regulators worldwide have strengthened inspection
regimes, enforcement actions, and quality control requirements, thereby placing
auditors under greater pressure to demonstrate robust professional judgment.
Recent scholarly work underscores how auditors’ skeptical mindset is critical for
detecting material misstatements and safeguarding the reliability of financial
reporting in the face of evolving regulatory expectations. A questioning mind and a
critical assessment of audit evidence enable auditors to challenge management
representations, especially when confronted with complex estimates, aggressive
accounting choices, or heightened fraud risk.

For instance, professional skepticism has been shown to play a crucial role in
auditors’ responses to complex audit engagements, with greater skepticism
enhancing the auditor’s ability to identify anomalies and manage financially
distressed or high-risk clients, even as regulatory bodies intensify scrutiny over audit
practices (Bedeir, 2024). Additionally, the regulatory framework itself including
oversight mechanisms such as inspections, disciplinary actions, and strengthened
quality control standards shapes how auditors approach risk assessment and
evidential evaluation, often encouraging firms to cultivate a more questioning and
compliance-oriented culture (Lesage, 2023). Research in audit regulation further

suggests that structured interventions designed to enhance auditors’ cognitive
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processing, including behavioral prompts and supportive learning environments, can
significantly reinforce skeptical judgment, indicating that external regulatory pressure
interacts dynamically with internal firm culture (Ennar et al., 2024).

Moreover, rapid technological developments and the integration of advanced
audit tools, such as blockchain-related procedures and data analytics, introduce new
complexities that require auditors to recalibrate their skeptical assessments in
digitally mediated environments (Juma'h et al, 2023). These technological
innovations expand the scope of available audit evidence but also demand
heightened vigilance in interpreting system-generated information. Collectively, the
literature demonstrates that under intense regulatory oversight, professional
skepticism functions not merely as a compliance requirement but as a fundamental
driver of audit effectiveness and public trust. Consequently, sustained empirical
inquiry is necessary to better understand how auditors preserve independent critical
evaluation while navigating expanding regulatory mandates and evolving

technological landscapes (Grohnert et al., 2019).

2. Literature Review

Recent literature emphasizes that auditor professional skepticism is a
multidimensional construct shaped by individual traits, firm-level incentives, and
regulatory environments. Studies published in leading peer-reviewed journals
demonstrate that heightened regulatory inspection regimes significantly influence
auditors’ judgment processes and evidence evaluation strategies. For example,

research in The Accounting Review finds that inspection risk and enforcement
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exposure alter auditors’ risk assessments and increase their propensity to demand
more persuasive audit evidence, thereby reinforcing skeptical behavior under
regulatory pressure (Bhaskar., 2020). Complementary evidence from Contemporary
Accounting Research shows that auditors subject to stronger oversight exhibit more
conservative reporting decisions and stricter client evaluations, suggesting that
regulatory scrutiny strengthens professional judgment quality (Xu et al., 2023).
Behavioral research further indicates that skepticism is enhanced when
auditors adopt structured critical-thinking frameworks and are prompted to consider
alternative explanations for management assertions. Experimental findings reported
in Auditing: A Journal of Practice & Theory demonstrate that interventions such as
accountability prompts and fraud brainstorming procedures significantly improve
skeptical assessments and fraud risk identification (Agustina & Rusydi, 2021). In
parallel, archival evidence in Journal of Accounting and Public Policy suggests that
regulatory reforms following major enforcement actions are associated with
measurable improvements in audit quality proxies, indicating that oversight
mechanisms indirectly cultivate skeptical audit behavior (Krishnan et al., 2017).
More recent work also explores how emerging technologies interact with
auditor cognition. Research in Accounting, Organizations and Society highlights that
the adoption of data analytics tools changes evidence processing patterns, requiring
auditors to exercise heightened skepticism when interpreting large, system-generated
datasets (Sthombing et al., 2023). Collectively, these studies suggest that professional
skepticism is not merely an inherent auditor trait but a dynamic capability shaped by

regulatory intensity, institutional reforms, behavioral interventions, and
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technological transformation, thereby reinforcing its central role in sustaining audit

quality under conditions of intense oversight.

3. Methods

This study employs a Systematic Literature Review (SLR) approach to
comprehensively synthesize and critically evaluate prior research on auditor
professional skepticism under intense regulatory oversight. The SLR method is
selected to ensure a transparent, replicable, and structured process in identifying,
screening, and analyzing relevant scholarly publications. The review follows
established systematic review procedures, including problem formulation, database
selection, keyword identification, inclusion and exclusion criteria development,
article screening, quality assessment, and thematic synthesis.

The literature search is conducted using major academic databases indexed in
Google Scholar and other reputable platforms such as Scopus and Web of Science.
Keywords used in the search process include combinations of “auditor professional

<

skepticism,” “regulatory oversight,” ‘“audit quality,” “inspection risk,” “audit
judgment,” “fraud detection,” and “audit technology.” Only peer-reviewed journal
articles published in recognized academic journals are included to ensure the
credibility and academic rigor of the review. Conference papers, dissertations,
working papers, and non-peer-reviewed open-access journals are excluded to
maintain methodological consistency and quality standards.

The selection process is carried out in multiple stages. First, titles and abstracts

are screened to assess relevance to the research objective. Second, full-text articles
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are reviewed to confirm their alignment with the study’s focus on regulatory
intensity, oversight mechanisms, behavioral factors, and technological developments
influencing professional skepticism. Articles that do not explicitly address auditor
judgment, skepticism, or regulatory context are excluded. After the screening
process, the final sample of studies is analyzed using thematic analysis to identify
recurring patterns, conceptual frameworks, empirical findings, and research gaps.
Data extraction focuses on research design, theoretical foundations,
methodological approaches, key findings, and implications related to professional
skepticism and regulatory oversight. The synthesis is conducted narratively by
grouping findings into thematic categories, such as regulatory influence on auditor
judgment, behavioral interventions, firm-level culture, and technological
transformation in auditing. Through this systematic and structured approach, the
study aims to provide a comprehensive understanding of how professional
skepticism is shaped by external regulatory pressures and internal organizational

dynamics, while also identifying areas for future empirical investigation.

4. Results and Discussion

The results of the systematic literature review reveal four dominant themes
shaping auditor professional skepticism under intense regulatory oversight:
regulatory pressure, behavioral reinforcement mechanisms, firm-level culture, and
technological transformation. Across the reviewed studies, regulatory intensity
consistently emerges as a significant driver of skeptical audit behavior. Empirical

evidence indicates that inspection risk and enforcement exposure increase auditors’
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propensity to demand higher-quality evidence and to adopt more conservative risk
assessments (Bhaskar, 2020). This finding aligns with Xu et al. (2023), who
demonstrate that stronger oversight regimes are associated with stricter client
acceptance decisions and more conservative reporting outcomes. Together, these
studies suggest that regulatory scrutiny functions as both a deterrent mechanism and
a catalyst for strengthening auditors’ professional judgment.

The review also highlights that professional skepticism is not solely shaped by
external pressure but is reinforced through structured behavioral interventions.
Experimental findings show that accountability prompts and fraud brainstorming
sessions significantly enhance auditors’ ability to question management assertions
and identify fraud risks (Agustina & Rusydi, 2021). Similarly, Ennar et al. (2024)
emphasize that supportive learning environments and cognitive reinforcement
strategies amplify skeptical judgment, indicating that internal firm culture moderates
the effect of regulatory oversight. These results suggest a complementary
relationship between regulatory mechanisms and organizational practices in
cultivating sustained skepticism.

Furthermore, the findings confirm that regulatory reforms and enforcement
actions indirectly improve audit quality by institutionalizing more rigorous audit
procedures. Although earlier archival evidence (Krishnan et al,, 2017) suggests
improvements in audit quality proxies following enforcement changes, more recent
literature extends this argument by demonstrating that oversight influences how
auditors interpret risk and evaluate evidence (Lesage, 2023). In complex or high-risk

engagements, higher levels of skepticism improve auditors’ ability to detect
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anomalies and manage distressed clients (Bedeir, 2024), reinforcing the argument
that skepticism enhances audit effectiveness under pressure.

Technological advancements represent an emerging dimension in the
discussion. The integration of data analytics and blockchain-based audit procedures
changes the nature of audit evidence and requires auditors to recalibrate their
skeptical assessments (Sthombing et al., 2023; Juma'h et al., 2023). While technology
increases the volume and precision of available information, it simultaneously
demands heightened critical evaluation to avoid overreliance on automated outputs.
These findings indicate that professional skepticism is evolving from a purely
cognitive trait into a dynamic capability shaped by digital transformation.

Overall, the results demonstrate that professional skepticism operates as an
adaptive mechanism influenced by regulatory intensity, behavioral reinforcement,
institutional reforms, and technological innovation. Rather than functioning merely
as a compliance requirement, skepticism serves as a strategic safeguard that sustains

audit quality and public trust in highly regulated environments.

5. Conclusion

This study concludes that auditor professional skepticism plays a central and
adaptive role in sustaining audit quality within environments characterized by intense
regulatory oversight. The systematic review demonstrates that regulatory pressure,
including inspections and enforcement mechanisms, does not merely impose
compliance obligations but actively shapes auditors’ judgment processes, risk

assessments, and evidential evaluations. Under heightened scrutiny, auditors tend to
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adopt more conservative approaches and demand more persuasive evidence,
reinforcing the quality and credibility of financial reporting.

The findings also highlight that professional skepticism is not solely driven by
external regulation. Internal organizational factors, such as firm culture, structured
training, and behavioral reinforcement mechanisms, significantly strengthen
auditors’ critical thinking and questioning mindset. This indicates that effective
skepticism emerges from the interaction between regulatory frameworks and
supportive institutional environments. Firms that cultivate learning-oriented cultures
and structured cognitive interventions are better positioned to sustain skeptical
judgment over time.

Furthermore, technological advancements introduce both opportunities and
challenges. While digital tools and advanced analytics expand the scope and depth
of audit evidence, they also require auditors to exercise greater vigilance in
interpreting system-generated outputs. As a result, professional skepticism is
evolving into a dynamic capability that integrates cognitive judgment, regulatory
responsiveness, and technological competence.

Overall, professional skepticism functions as more than a regulatory
expectation; it serves as a strategic safeguard that underpins audit effectiveness,
strengthens public trust, and enhances the resilience of the auditing profession in

increasingly complex and regulated environments.
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