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Abstract 

Auditing has evolved from the basic third party verification of business accounts to broader 

checks on behalf of stakeholders of the three imperatives of conduct, these being the social, 

environmental as well as the economic activities of organisations. Auditing is not just about 

accounting anymore, and may focus on completely different fields such as social and 

environmental management systems. In this triangulation study, experienced auditors from eight 

different countries were interviewed and asked to share their perspectives and some experiences 

from their auditing work. The auditing standards encountered in the interviews covered areas 

including environmental management systems, corporate social responsibility and social 

compliance. The interviews revealed that time issues were generally the greatest challenge to 

most auditors, but that there were also many other issues over and above the issues related to the 

three imperatives of conduct.  

Keywords: management audit challenges, environmental management system audit, social 

compliance audit, corporate social responsibility assessment  
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Introduction 

Two centuries after the industrial revolution, things have come to a stage where 

managing a business requires far more than just a narrow focus on product quality. Increasing 

significance is given to complex issues beyond the factory floor, including environmental, social 

and economic factors within and outside the organisation. Models and case studies have been 

developed to explain the “how-to” of managing effective organisations. They included total 

quality management, International Organization for Standardization (ISO) management systems, 

supply chain control, corporate social responsibility (CSR) and corporate sustainability.  

 Unlike accountant assurance audits for which there is a great deal of literature, there is 

much less literature on the challenges of management system audits, especially audits using the 

newly developed standards. The role of auditors is sometimes misunderstood as policing or 

ticking boxes, instead of enhancing continual improvements for the organisation (Power & 

Terziovski, 2007). Management systems using ISO standards, supply chain social compliance 

and CSR are within the scope of this study. More specifically, the author has looked in depth into 

management system audits, using ISO 14001 Environmental Management System (EMS) 

standards, social compliance standards such as Social Accountability (SA) 8000 and ISO 26000 

Guidance on Social Responsibility. During this study, practicing auditors from eight different 

countries participated in thoroughly conducted interviews. Their auditing perspectives and 

experiences were discussed within various categories, including audit competence, variation of 

organisational cultures, various industries, different auditing standards and different countries. 

The resulting data was collected, categorised and analysed.  
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A brief introduction of the economic, societal and environmental background to the 

evolution of auditing standards formed the prelude, which was followed by auditing basics, such 

as auditing types, development and competence. The limited information of audit challenges 

from literature reviews comprises the first part of the study. The second part of the study 

includes the abstracts of interview data. The audit challenges mentioned in the interviews have 

been ranked, discussed and interpreted, and includes discussion of some essential audit skills.  

Research Scope & Objectives 

The research scope is limited to private sector organisations. The auditing criteria used 

are the ISO 14001 standard; the ISO 26000corporate social responsibility guideline, and social 

compliance standards using SA 8000 as an example. 

The objectives of this study are as follows: 

1. To understand basic auditing practices and the standards and requirements of ISO 14001, 

ISO 26000 and SA 8000. 

2. To explore some of the auditing challenges involved in performing environmental and 

social responsibility audits in different contexts, including variations of auditor 

competence, organisational culture, industry sectors, standards used and national 

differences between countries.  

3. To summarise the challenges and possible solutions to the barriers that auditors face 

whilst undertaking environmental, social compliance audits and CSR assessment.  
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Methodology 

This is a triangulation study which “uses more than one approach to the investigation of a 

research question in order to enhance confidence in the ensuing findings” (Bryman, 2011, p.1). 

“Triangulation involves the use of multiple data sources, multiple researchers, multiple 

theoretical perspectives, and/or multiple methods” (Leech & Onwuegbuzie, 2007, p.579). 

After the literature review, the method of collecting data on challenges is explained. Data 

has been collected through in-depth interviews with practicing auditors from different countries 

practising the corresponding audit standards or criteria. The data will be analysed according to 

domain, taxonomic and componential analysis.  

“Domain analysis stems from the belief that symbols are an important way of 

communicating cultural meaning. The definition of a symbol is ‘an act, sound, or objects 

having cultural significance and the capacity to excite or objectify a response’. …. It 

utilizes semantic relationships to help uncover domains. Domains are created from (a) 

cover terms (concepts; Y), (b) included terms (referents; X), and (c) a semantic 

relationship between the cover term (Y) and the included terms (X) (as cited in Leech & 

Onwuegbuzie, 2007, p.570).  

“Taxonomic analysis is a set of categories organised on the basis of a single semantic 

relationship….It shows the relationships among all the terms in a domain ….reveals 

subsets of terms and the way these subsets are related to the domain as a whole” (as cited 

in Leech & Onwuegbuzie, 2007, p.572).  
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“Componential analysis is used when a researcher is trying to uncover relationships 

between words. This analysis is used to discover the differences between the 

subcomponents of domains, with the goal being to ‘map as accurately as possible the 

psychological reality of our informant’s cultural knowledge’ or in other words, to find 

and present the differences” (as cited in Leech & Onwuegbuzie, 2007, p.574).  

In summary, all data will be sorted in categories and in perspectives in order to ensure 

that comprehensive interpretation of the data is obtained. The study is intended to shed more 

light on the barriers to performing successful audits.  
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Part I: The Standards  

1.1 Evolution of the Three Imperatives of Business Conduct 

The three imperatives of business conduct, the economy, society and environment, are 

fundamental to sustainable development. In the past, most organizations had their full attention 

on profitability (Saylor, 1996). Social and environmental issues were mostly the concerns of 

society or government. Business organizations had more concerns if the applicable regulations 

were being followed (Heras-Saizarbitori, Landı´n & Molina-Azorı´n, 2011). But with increasing 

globalization, the decision making in organisations is not only focused on business profitability. 

They are required to do more on social and environmental issues (Camplin, 2011). Figure 1 

shows the evolution of the three imperatives of business conduct using standards as indicators.  

   
Note. Unshaded boxes are the standards used in this study.    

† Total quality management (TQM); Assurance accountability (AA); Non governmental 

organization (NGO); Occupational health and safety standard (OHSAS); Business social 

compliance initiatives (BSCI); Ethical trading initiatives (ETI); Worldwide responsible 

accredited production (WRAP);  Global social compliance practices (GSCP). 

Figure 1. Three imperatives of business conduct evolution using standards as indicators.  

 

Economic Profitability TQM† ISO 9001 AA1000† 

Society Human right 
NGO† 

concerns 
OHSAS† 

18001 

SA 8000, 
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ETI†, 

WRAP† 

Environment 
Resources 

preservation  
Regulations ISO 14001 GSCP†  

 

CSR/ 

ISO 

26000 
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1.1.1Economic evolution  

Financial benefits or profitability is always the main driver in running a business. The 

concern of business is how to maximise profits using less financial resources (Saylor, 1996). In a 

slow economy, in order to keep the business running, companies lower their operational costs as 

much as possible while maintaining high efficiency and products qualities.  

In the 1980s, total quality management (TQM) was attractive to many organisations to 

promote better quality control through enhancing production efficiency. The primary focus in 

business shifted to customer satisfaction and continual improvement of product quality (Saylor, 

1996). It is “a people-oriented, measurement-driven, customer-focused, long term, strategically 

oriented management philosophy using a structured, disciplined continuous improvement 

operating methodology” (Saylor, 1996). It focused on optimisation and proper cost allocation in 

order to meet customer satisfaction by providing good quality products in a cost-effective way.  

In the 1990s, when the ISO 9001 became popular, organisations had more focus on 

customer satisfaction and standardised product quality from the supplier through continuous 

improvement in the quality management system. In 2003, Assurance Accountability (AA) 1000 

integrated the concept of stakeholders in business and investment and extended the beneficiary 

from producers to society. “It provides practical guidance for ensuring the quality of 

sustainability assurance focusing on underlying management systems that drive performance” 

(Net balance, 2010). Organisations then appeared to be accountable not only to the shareholders, 

but also to the stakeholders who hold the societal expectations of organisations. One of the 

economic concerns to be addressed is anti-bribery. Some legislation enacted in major countries 

to protect shareholders includes the following.  
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- In the United States, the Foreign Corrupt Practices Act (FCPA) 1977 

- In China, the Anti-Bribery Laws 1979 (Amended 2011) 

- In India, the Prevention of Corruption Act 1988 

- In Germany, the Anti-Bribery Laws 2002 

- In the United Kingdom, the Bribery Act 2010 

1.1.2Social evolution 

Human rights have set the foundation of social movements in the past. Social changes 

constantly happen in societies. In recent decades, as societies have become more prosperous, 

better educated, and with the increase of living standards, citizens generally have higher 

expectations to the major organisations (Carroll & Buchholtz, 2012).  The values of non-

governmental organizations (NGOs), as the stakeholders of communities, addressed some 

societal expectations. However, corporations and communities were sometimes opposed or 

competing with each other while organisations tried to maximise the profit gain without 

concerning stakeholders’ interests. In the 21
st
 century, 

“Globalisation and advances in technological sophistication influence how the company 

structured and where employees work. Demographic changes combined with government 

regulations will pressurise all companies to take account of the work health and well-

being of their work forces. The economic driver in work has resulted in increased work 

hours, jobs no longer for life, requirements for individuals to increase their working years 

and have shorter holidays, and an increasing amount of outsourcing” (Baptiste, 2008, 

p.153). 



AUDIT PERSPECTIVES           13 

 

With the integration of OHSAS 18001, NGOs or local communities raised health, safety 

and other concerns for employees in workplaces. Moreover, multi-stakeholder organisations and 

NGOs worked together and created guidance and suggestions for corporations to do business in a 

more ethical way. The commonly used social standard was SA 8000. Other companies followed 

set rules from the International Labour Organisation (ILO) or United Nations (UN) conventions 

on social rules.  Today, many organisations monitor their supplier chains on their social 

performance in order to safeguard their commitment to CSR.  

1.1.3Environmental evolution  

In the past, the environment was always distinct from human (social) activities (Barry, 

1999).  Governments regulated the environment mainly through resource conservation. Decades 

ago, most countries established national legislation. For example: 

- In the United Kingdom, the Environmental Protection Act 1990 and the Water 

Resources Act 1963; 

- In the United States, the Clean Water Act 1972 and National Environmental Policy 

Act (NEPA) 1969; 

- In Europe, the Council Directive 80/68/EEC on the Protection of groundwater against 

pollution caused by certain dangerous substances 1979 and the recent Directive 

2004/35/CE on Environmental liability with regard to the prevention and remedying 

of environmental damage in Europe.  

International agreements on environmental protection and guiding principles and codes of 

practices were also developed, such as the Convention on international trade in endangered 
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species of wild fauna and flora in 1973, the United Nations framework convention on climate 

change in 1985, Agenda 21 from United Nations in 1992 and many more. Organisations were 

required to comply with the applicable environmental regulations as well as business laws.  In 

the 1980s and 90s, the urge for environmental protection increased and the ISO 14001 

Environmental Management System was developed (Olson, 1999; Porter, Simon & Hatherly, 

2003). Many organisations adopted such standards for a variety of purposes. In 2008, more 

specific guidelines concerning the environment were developed, such as the Global Social 

Compliance Program (GSCP) – Environmental guidelines (GSCP, 2010).  

The three imperatives of sustainable development, economic, social and environmental 

concerns, were implemented separately in organisations in the past. The integration of business 

practices became more common by using certification standards such as ISO 9001, OHSAS 

18001, SA 8000 and ISO 14001. In the last few years, newly developed voluntary standards or 

guidelines have broadened the scope for tools such as ISO 26000 issued in November 2010 to be 

applied. ISO 26000 guides organisations moving towards corporate social responsibility to put 

ideals into practice. In simple terms, the CSR concepts require organisations to run their business 

in a more responsible, environmentally friendly and efficient way.  

1.2 ISO 14001 Standards  

The ISO is a worldwide federation of the national standards body and has developed 

thousands of standards since 1951 in over 100 countries (Porter et al, 2003). In 1993, the 

ISO/Technical Committee (ISO/TC) 207 was established by the Strategic Advisory Group on 

Environment (SAGE). The TC was made up of six subcommittees (SC) for the ISO 14000 

standard family. There are now 30 standards in the ISO 14000 series, though only ISO14001 
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Environmental Management System –Requirements with Guidance for Use, is a certification 

standard (ISO, 2009). 

The ISO 14001 standard is based upon the famous Deming Cycle of plan-do-check-act 

(PDCA) which drives the continual improvements of the environmental management system in 

organisations (see Figure 2). The management no longer reacts to environmental issues in a 

responsive approach, but has a strategic and systematic approach in the organisation led by its 

environmental commitment (Welch, 1998). Figure 2 illustrates the standards contents in a 

nutshell from the identification of environmental aspects, implementation and operational control, 

monitoring and evaluation of the system components to the management review.  

 

Figure 2. PDCA Cycle. Description. Adapted from “ISO 14001:2004, environmental 

management systems - specifications with guidance for use (2nd ed.)” by International 

Organization for Standardization, 2004. 

PLAN: Environmental 
Aspect, Legal requirement, 

Program, Target & 
Objectives 

DO: Resources, Responsibility, 
Competence, Communication, 

Operational control, Emergency 
Preparedness 

CHECK: Monitoring & 
Measurement, Evaluation of 
compliance, internal audit, 

Noncompliances, preventive 
actions 

ACT: Management 
Review of Management 

System  

Environmental Policy 
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The implementation of the standard was often misunderstood by some organisations. 

First of all, it was not a performance standard, but rather a process standard. Hence, it did not 

specifically state the critical emission limits an organisation had to achieve. Instead, the 

importance of monitoring and measuring critical emissions would become a necessary part of the 

management concern. What was critical to monitoring and measuring would be identified in the 

planning stage as environmental aspects. Secondly, the standard did not require the disclosure of 

performance and audit results to stakeholders unless required by the environmental policy 

(Feldman, 2012). It was a systematic management approach confined within the organisation.  

The academic literature shows that the key drivers or motivation for companies to adopt 

the ISO 14001 standard included compliance with environmental regulations, minimising 

environmental problems, enhancing reputation, improving environmental performance and 

competing. The biggest motivation was compliance of environmental regulations rather than 

protecting the environment (Heras-Saizarbitori, Landı´n & Molina-Azorı´n, 2011). This is 

because the environmental regulation and legislation were set for organisations four decades ago 

and became more complex over the years, especially in Europe.  The number of organisations 

that adopted the ISO 14001 also increased, from 13,994 certifications in 84 countries in 1999 to 

250,972 certifications in 155 countries in 2010 (ISO, 2010). China, Japan and Spain were the top 

3 countries for ISO 14001 certifications (ISO, 2010, see Table 1 and 2). These numbers explain 

the demand for ISO certification audits at the time, although the growth of ISO 14001 

certification has slowed down in recent years. However, there are increasing demands on the 

newly developed standards or guidance which also require third party auditing, such as the social 

compliance audit, SA 8000 and labelling certifications.  
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Table 1  

ISO 14001 Certification Organizations Statistics by Countries 

Year 2003 2004 2005 2006 2007 2008 2009 2010 

Africa/West Asia 2002 2999 3994 4832 5586 7682 8813 8557 

Central/South 

America 
1691 2955 3411 4355 4260 4654 3923 6423 

North America 5233 6743 7119 7673 7267 7194 7316 6302 

Europe 30918 39805 47837 55919 65097 78118 89237 103126 

Far East 23747 35906 46844 53286 71458 89894 112237 124922 

Australia/New 

Zealand 
1405 2092 1958 2146 904 1273 1623 1642 

Total  64996 90554 111163 128211 154572 188815 223149 250972 

 

Note. Adapted from ISO Survey 2010, by International Organization for Standardization, 2010. 

Table 2   

Top 10 Countries for ISO 14001 Certificates - 2010 

Rank Country No. of Certificates 

1 China 69784 

2 Japan 35016 

3 Spain 18347 

4 Italy 17064 

5 United Kingdom 14346 

6 Korea, Republic of 9681 

7 Romania 7418 

8 Czech Republic 6629 

9 Germany 6001 

10 Sweden 4622 

Note. Adapted from ISO Survey 2010, by International Organization for Standardization, 2010. 

1.3 Social Compliance Standard – SA 8000  

As more organisations adopt social responsibility in the business, they put more pressure 

on their employees and supply chains. The common social compliance standards being used for 

organisation and supply chains are SA 8000, Business Social Compliance Initiative (BSCI), 
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Ethical Trade Initiative (ETI) and Worldwide Responsible Accredited Production (WRAP). 

When complying with the buyer requirements, the supplier can attract more business interest and 

improve their reputation within the marketplace. These social compliance standards are often 

followed as being preferably in place by large multinational companies.  

Among the social compliance standards or requirements, the SA 8000 is one of the most 

broadly used standards in organisations and governments in different countries. It is one of the 

strongest social standards  and has been adopted by 2093 facilities in 64 countries, 66 industries, 

and 1.15 million empoyees as of September 2009 (Carroll & Buchholtz, 2012). Auditors visit 

factories and assess corporate practice on a wide range of issues and evaluate the state of  a 

company’s management systems necessary to ensure ongoing acceptable practices. The company 

with a successful audit earns a reputation of good practice with consumers, buyers, and other 

companies (Carroll et al, 2012). “SAI is a non-governmental, international, multi-stakeholder 

organisation dedicated to improving workplaces and communities by developing and 

implementing socially responsible standards…In 1997, SAI [Social Accountability Initiatives] 

launched SA8000– a voluntary standard for workplaces, based on ILO [International Labour 

Organization] and UN [United Nations] conventions” (SAI, 2012, para.3). The SA 8000 included 

nine different requirements in the standard, which are: child labour, forced labour, health and 

safety, freedom of association and the right to collective bargaining, freedom from 

discrimination; discipline, working hours, compensation and management systems (SAI, 2012).  

Another commonly used standard is BSCI, which is based on the core labour standards 

from ILO and UN. Suppliers and subcontractors providing outsourcing are also required to 

comply with these requirements by many buyers and organisations.  
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Today, China and India have the most manufacturing suppliers in the world. China also 

has high domestic demand as well as export business, high investment and consumption. High 

demand for social audits for supply chains is now commonly practised in Asia (Asian 

Development Bank, 2012).   

1.4 ISO 26000 Standard and CSR 

With the increasing adoption of CSR in organisations, ISO has begun to work on 

environmental management standards and guidelines in particular, including concepts of 

stakeholders related to the larger goal of sustainable development. In November 2010, the ISO 

26000, Guidance of Social Responsibility finally came out (Sandberg, 2012).  

For a long time, organisations focused on product quality in the commercial and quality 

driven world of TQM and ISO 9001. A shift to the era of environmental management systems 

occurred in the 1990s with the development of the ISO 14001 standard to assist organisations to 

achieve a better reputation and public image together with cost reductions in overseeing 

environmental obligations. The consideration of society or stakeholders in the decision making 

process by using these social standards influences corporate organisations moving towards CSR. 

Global Responsibility Report (GRI) came out in 2004 with the vision to disclose “economic, 

environmental, and social performance will become as commonplace and comparable as 

financial reporting, and as important to organizational success” (Global Reporting Initiatives, 

2011). GRI provides guidance for organisations on indicators and is not an official standard or 

guideline. Hence, the GRI assurance process is not included in the study.  
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The ISO 26000 includes the three imperatives of social, economic and environment 

standards and is represented by the seven core subjects: organisational governance, human rights, 

labour practices, the environment, fair operating practices, consumer issues and community 

involvement and development (ISO, 2010). However, ISO 26000 is not a standard for 

certification audit. Instead, it is a guidance standard used as recommendations for organisations 

to create their own CSR documents. Upon receiving a CSR document assessment, there would 

be a CSR assessment report issued to the organisation, not the ISO 26000 certification (Gürtler, 

2010).  

In the implementation of CSR documents, Bernhart et al (2011) suggested a list of 

actions for organisations to help with the transition and also mentioned that an “organisation 

needs some type of management system to implement its social responsibility plan” (p.92). In 

addition, SA 8000, ISO 9001, ISO 14001 and OHSAS 18001 were recommended management 

tools. For monitoring a CSR using ISO 26000, the clause 7.7.1, “stakeholders can play an 

important role in reviewing an organisation’s performance on social responsibility” (ISO, 2010) 

is important. Organisations could have the stakeholders or senior leaders to conduct performance 

reviews regularly. Besides, it is recommended to have third parties conduct the ISO 26000 

assessment for objectivity purposes (Bernhart et al, 2011).  

In CSR, a company’s stakeholders hold important roles that are able to influence a 

companies’ decisions and actions; however, “the common challenges to applied ethics is to 

integrate ethics and policy theory and practice to be consistent with them” (Topal & Ongen, 2008, 

p.115).  
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Part II: Audit Challenges from Literature 

2.1 Auditing Basics 

According to ISO 19011, the term “audit” is defined as a “systematic, independent and 

documented process for obtaining audit evidence and evaluating it objectively to determine the 

extent to which the audit criteria are fulfilled” (ISO, 2002, p.1). 

2.1.1. Development of auditing 

The primary purpose of financial auditing is to gain the trust of shareholders (Porter et al., 

2003). As the discipline progressed, auditing has come to include a variety of types of auditing 

including protection of errors, fraud, and from compliance accountability to legal liabilities. 

Auditing generates creditability and reliability to protect investors and shareholders (Porter et al, 

2003).  

 In the 1990s, environmental auditing mainly focused on third party liability checking 

within the organisations. Later on, due to increasing concerns about environmental protection 

and reporting, auditors had to pay more attention to the organisations using the certification 

schemes, such as ISO 14001 or Environmental management auditing schemes (EMAS) (Porter et 

al, 2003). In more recent years, with the development of social and environmental contexts and 

corporate social responsibility in business, certification audits and guidance assessments have a 

much higher status and are in more demand than ever.  

2.1.2. Types of audits, certification and assessment 

For private organisations, audit types commonly found in textbooks include financial, 

operational or performance and compliance audits (Porter et al, 2003; Hayes et al, 2001). Table 3 
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shows highlights and definitions sourced from various pieces of published literature with the 

addition of social audit and assessments. In this study, ISO 14001 audits refer to compliance 

audits. It is “a review of an organisation’s procedures performed to determine whether the 

organisation is following specific procedures, rules, or regulations set out by some higher 

authority” (Hayes et al, 2001). 

Table 3   

Types of Audit Highlights 

Types Description Example Audit parties 

Financial True and fair view of financial statement CSA†,  ISA† 

3rd - 

certification 

issued 

Compliance 

(Quality, 

Health & 

Safety, 

Environment, 

Social) 

A review of an organisation’s 

procedures performed to determine 

whether the organisation is following 

specific procedures, rules, or regulations 

set out by some higher authority 

ISO 9001,  

ISO 14001 **, 

OHSAS 18001,  

SA 8000**, 

AA1000** 

3rd - 

certification 

issued 

Operational 

Evaluate economy, effectiveness and 

efficiency of operation or against 

internal requirements 

Internal 

department or 

customer 

1st or 2nd - 

audit report 

issued 

Social (supply 

chain) 

A way of measuring, understanding, 

reporting and ultimately improving an 

organisation’s social and ethical 

performance based on the views of its 

stakeholders  

BSCI, ETI, 

WRAP**, 

Buyer's 

protocols ** 

2nd - 

assessment 

report issued 

Assessment 
Evaluation of organisation objectives or 

guidance standards  

CSR documents 

(guided by ISO 

26000)**, GRI, 

GSCP 

3rd - 

assessment 

report issued 

Note. Descriptive notes. Adapted from Porter et al, 2003; Hayes et al, n.d.; Thomas, 2005; Uzay, 

n.d.; Soh & Martinov-Bennie, 2011; Gürtler, 2010. 

** Types of audits involve in this study.  

†Canadian Accounting Standard (CSA), International Accounting Standard (ISA). 
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On the other hand, since ISO 26000 is not a certification standard, a compliance audit set 

against ISO 26000 is not an appropriate approach as a means of assessment. Such an assessment 

is also based on requirements which can vary and are not standardised. This type of audit 

represents subjective criteria which are not comparable to other experiences among assessors.  

However, a company may refer to ISO 26000 guidance and generate their own CSR documents 

within the company. In such a case, the company CSR documents can be used for third party 

assessment (Gürtler, 2010). 

Social auditing was developed in the 1970s in the UK (Centre for Good Governance, 

2005). The primary goal was to evaluate the social or stakeholders concerns of organisations. It 

was developed as a way of measuring, understanding, reporting and ultimately improving an 

organisation’s social and ethical performance based on the views of its stakeholders (Thomas, 

2005). Social audits of governmental organisations involve an element of community 

engagement and communication with stakeholders (Thomas, 2005).This enhances governmental 

policy making and relationships among social committees or stakeholders. It is a way to better 

understand societal expectations and make decisions taking into consideration some community 

input. The evidence can include surveys and interview studies, but is not strictly limited to 

societies or communities.  

More organisations are required to have their own individual codes of ethics for health 

and safety and other management programs in order to address social responsibility measures 

(Camplin, 2011; Japan Business Federation, 2010). An organisation evaluates the system against 

its own organisational values related to ethics, labour, transparency and equity. Examples of 

social standards include SA8000, BSCI, and ETI. Social audits applying to the supply chain as 
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an external audit are also known as second party audits (see Table 3). These audits can provide 

benefits to an organisation in terms of social accountability, reputation, positive organisational 

changes and the possible enhancement of decision making.  

Another way to categorise audit types (See Table 4) includes first, second and third party 

audits according to ISO 19011. Table 3 shows that the supplier chain audit using BSCI is a 

second party audit, whereas certification or compliance audits using ISO 14001 or ISO 26000 

guidance standards are third party audits. The certification bodies are accredited by accreditation 

service providers. These act as third party providers issuing certifications to organisations when 

passing audits against standard requirements providing an additional element of impartiality. 

Any certifications which have been issued are required to be renewed annually. The ISO 17021 

(2011) Conformity Assessment-Requirements for bodies providing audits and certification of 

management systems has guidance requirements for such certification bodies. 

Table 4  

ISO 19011 guidance briefing  

 

Note. Reprinted from “19011 briefing notes”, by International Register of Certificated Auditors 

(IRCA), 2011. 

Internal 
Auditing 

1st party audit 

External 
Auditing 

2nd party audit Supplier auditing 

3rd party audit 

ISO 17021:2011 

e.g. Legal, 
certification and 
similar purposes 
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2.1.3. Audit competences  

The more organisations demand certification audits, the more organisations put greater 

emphasis on an auditors’ competence and the audit quality. The ISO 14001 Standard lead 

assessor training provides auditing knowledge for certified auditors. For external auditors, the 

certification bodies can adopt the ISO 19011, and former ISO 10011 (ISO Auditing practicing 

group, 2005) in their recruitment process. ISO 17021which was introduced in 2011 also gives 

guidance for certification bodies on auditor competence. This standard can increase confidence 

in auditing services for clients when adopted by the certification bodies.  

The typical requirements to become an ISO 14001 competent auditor include a Bachelor 

degree in a professional field, two years of work experience plus ISO 14001 lead assessor 

training including hours of auditing experience (ISO, 2002). The basic auditor training includes 

how to plan, conduct, report and conclude audits in accordance with the ISO standard 

requirements, followed by an exam (Russell, 2006). The details can be found in the ISO 14001 

EMS audit handbook (1997). For operational or performance audits, the technical skill sets are 

equally important. For ISO management system audits, understanding management systems and 

audit criteria is essential. 

Auditing techniques are essential and include good communication skills, conducting 

interviews, site observations, questioning of, sampling, reporting and much more (see Table 5) 

(Kausek, 2008; Porter et al, 2003). An auditor with good technical skills can give more 

confidence to the organisation being audited, especially skills which promote production or 

service quality (Frantz, 1999). Other essential auditing skills identified in the literature include 

audit independence, impartiality, evidence-based assessment, judgement, professional scepticism, 
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continuous learning and conflict solution (Porter et al, 2003; Martyn, Kellas & Thompson, 2012; 

ISO, 2002). These skill sets are beneficial not only to the auditors for a successful audit, but also 

to the organisation and its stakeholders. With regard to the social type of audit, the audit 

methodology is different from the traditional operational audit. Some auditors use a mixture of 

methods to collect qualitative and quantitative data from stakeholders for analysis, using 

questionnaires and conducting interviews and assessing social performance indicators. The audit 

competences are highlighted in Table 5.  

The last vital requirement to be a competent auditor is continuous professional training 

regardless of levels of technical, management, or auditing skills.  
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Table 5  

 Audit Competences Highlight 

Qualification  

Professions (Bachelor) University level degree - knowledge of audit activity 

Audit criteria knowledge Lead assessor training by accredited certification bodies 

Experiences   

Professional work 

experience 
Specific work experience before becoming an auditor 

Auditing Experience Certain days of audit observations and actual audit 

Management experience  Previous work experience before becoming an auditor 

Auditing Techniques      

Interviewing Clear, open-ended and clarification questioning, Active listening 

Sampling  Use of representative samples 

Reporting  
Be specific, concise with sufficient information on what was found and 

what is required 

Observant Actively aware of physical surroundings and activities 

Time management Effective use of limited time with careful planning 

Essential Skills   

Communication Clear expression of opinions, explicit, precise and comprehensible 

Integrity Fulfilling responsibility with honesty, fairness and truthfulness 

Ethical  Trust, integrity, confidentiality and discretion 

Independence The basis for impartiality and objectivity of the audit conclusions 

Impartiality The obligation to report truthfully and accurately 

Evidence approach 
Factual based, persuasive rather than conclusive, collect evidence to 

build opinions on truthful and fair 

Judgement 
Integrity, competent, unbiased, consideration of varied factors in decision 

making 

Due professional care The application of diligence and judgement in auditing 

Professional Scepticism  
With questioning mind, identify gaps in argument, apply critical thinking 

approach 

Continuous learning Practice lifelong learning in order to keep relevant to industries  

Conflict resolution Solving audit findings dispute if necessary 

Site specific situation or 

emergency 
Respond to unexpected situation and maintain successful audit 

Adaptability The ability to change to fit changed circumstances 

Opened minded Willing to consider alternative ideas or points of view 

Diplomatic Tactful in dealing with people  

Perceptive Instinctively aware of and able to understand situations 

Decisive Reach timely conclusions based on logical reasoning & analysis 

Self-reliant 
Acts and functions independently while interacting effectively with 

others 
Note. Descriptive notes. Adapted from Porter et al, 2003; ISO, 2002; ISO, 2011; Kausek, 2008; Metzger, 2000. 
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2.2. Audit Challenges in Different Contexts 

In this study, audit challenges are considered in different contexts using the ISO 14001, 

ISO 26000 and social audit criteria from SA 8000 (see Figure 3).   

 

Figure 3. Audit challenges in different contexts. 

2.2.1. Audit competence variation  

Generally speaking, most auditees have impressions that the ISO auditor simply uses 

checklists to tick boxes or police the auditees. However, the checklist is actually used to remind 

the auditors themselves during their preparations for the organisational audit (Kausek, 2008). 

Auditors’ credentials and competence give a client confidence in the audit activities, and the 

assurance that the auditor will demonstrate proper judgement on evidence-based findings.  

Standardising auditor competences can be crucial and challenging for an auditor from time to 

time. Auditor competence requirements taken from ISO 19011 (ISO, 2002) and other literature 

are shown in Table 5, include personal attributes, knowledge and skills, education and 

experience.  

2.2.1. Competence 

• Qualification 

• Professional experiences 

• Essential skills 

• Auditing Techniques 

2.2.2. Standard 

• ISO 14001 

• Social compliance 
standards - SA 8000 

• ISO 26000 

2.2.3. Organization 

• Client Relationship 

• Organizational culture 

• Data and Reporting 

• Size of companies 

2.2.4. Industry 

• Manufacturing 

• Service Providers 

• Other industries 

2.2.5. Country 

• Legal requirements 

• Culture/social norms 

• National economic 

• Communications 
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Competence challenges can appear simple, for example, how to collect evidence and 

make appropriate judgements to form an opinion. Evidence collected may not be consistent from 

site to site or person to person. When an auditor makes a judgement based on audit findings, it is 

important for it to be evidence based, unbiased and in consideration of varied factors (Porter et al, 

2003).  And “Evidence comprises pieces of information and impressions which are gradually 

accumulated during the course of an audit and … persuade the auditor about the truth and 

fairness of information collected.  They are generally persuasive rather than conclusive in nature” 

(Porter et al, 2003). It is important for auditors to have professional scepticism during audits by 

keeping a questioning mind, being open to arguments and using critical thinking (Martyn et al, 

2011). In social audits, the evidence relies on both qualitative and quantitative data when they 

are measured in certain points in time. Different auditors could detect different social issues on 

the same site at different points in time (Gould, 2005; Morimoto, 2005). Unlike the ISO 14001 or 

operational audits, the evidence collected is mainly quantitative data and traceable. The 

judgement or audit findings in this type of scenario could be relatively straight forward.  

Much of the auditing literature suggests auditors should acquire more soft skills, such as 

leadership or management skills, whether it is an internal or external audit (Morimoto, 2005; 

Anderson, 2009; Whitehouse, 2011; Kausek, 2008; Metzge, 2000). It is also important that 

auditors regularly obtain continuous professional training in both professional and auditing fields. 

Additional challenges related to an auditors’ knowledge repertoire increase when auditors 

are asked to perform CSR or social audits. These are areas of expertise that require different 

skills compared to the traditional compliance audits. Extra skill sets, such as stakeholder 

management or research methods (qualitative, quantitative or mixed methods) are advantageous, 



AUDIT PERSPECTIVES           30 

 

especially when assessing CSR documents in organisations (BSCI, 2005; Russell, 2012).  These 

are different from the way auditors conduct ISO certification audits. CSR type audits require 

auditors to have a broader spectrum of knowledge not only in the audit activities, but also in 

environmental issues, technology, business, economic issues, ethics, cultural understanding, 

local knowledge and a variety of social norms. It is important that CSR or social auditors are 

open-minded and prepared to include local knowledge from the research or local experts. In 

summary, “sustainability assurance practitioners need a broad range of skills and experience 

encompassing traditional auditing methods as well as the three key factors of business 

sustainability: financial, environmental and societal impact” (Russell, 2012). 

2.2.2. Standard variation  

As mentioned, ISO 14001 audits are of compliance standard rather than a performance 

standard. Many argue that ISO 14001 adoption does not help much to improve environmental 

protections in reality, but rather it monitors whether the organisation is consistent with what they 

say in the organisation’s environmental policy (Watson & Emery, 2004). In terms of the detail of 

the ISO 14001 and ISO 26000 standards, they both are general and non-specific in terms. This 

can create misconceptions about the standard. The purpose that a client requests an ISO 14001 

certification audit is to possibly get some benefit from useful suggestions after the audit, such as 

better process controls and to improve or maintain a good public image by gaining the 

certification (Watson et al, 2004). Most clients think ISO audits involve hiring a professional to 

check the management system and process compliance rather than a means to help out the 

management to achieve continuous improvement (Power et al, 2007). Client misconceptions of 



AUDIT PERSPECTIVES           31 

 

the ISO standard and auditing could cause some misunderstanding particularly if the conclusions 

of an auditor do not include assistance or advice on production process improvement. 

On the other hand, the traditional audits, such as operational or financial or even ISO 

audits, are compliance audits that are often structured in the framework of management system 

standards (Boiral, 2011). Most of the time, it is believed that the auditors are actually ticking 

boxes to do the checks, instead of providing continuous improvement of the management system. 

It is the what it is mentality in the organisation. However, when the audits evolve to the social 

audit or corporate social responsibility audit, the what it is turns out to be what it should be to be 

a more responsible organisation. The auditor simply does not have the ruler to measure what the 

organisations have done for to be responsible (Hollands, n.d.). The broader scope of CSR gives 

flexibility to the organisation to continually improve the organization in an innovative way. 

However, being able to translate the broad spectrum of standards correctly is challenging for 

auditors when checking the systems (Turner, 2006).  

Specific to supply chain social audits, one auditor say that impractical buyer requirements 

can be challenging. In the example of Chinese labour laws which require companies complying 

with the maximum working hours rule, it was found that some companies tended to lose a large 

part of their work-force because of individual reductions in pay. In addition, companies which 

completely adopted the labour laws found that they would have to face possible increases of 10 

to 77% of cost increments which could lead them to be lower in their business competitiveness in 

the market (Gould, 2005). As a result, some suppliers would make accounting adjustments in 

order to comply with the social standard, such as double bookkeeping or even conducting audit 

fraud (Gould, 2005).  
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However, it has to be considered that most of the suppliers in China, and also in places 

like India, have local cultures and social norms which are very different from many of the buyers’ 

countries, such as in Europe or North America. Some requirements are difficult to implement or 

be accepted by the locals (Gould, 2005). In these circumstances, social auditors also have a hard 

time translating the requirements and giving reasonable audit findings. For example, under the 

discrimination section in SA8000 abridged guidance (2011), the intent of the standard “…require 

employers’ compliance with SA8000’s inclusions of national law and ILO Conventions, even 

when applied in nations and situations where discrimination may be honoured locally as an 

unquestioned tradition” (SAI, 2011). 

Moreover, the complexity of stakeholder composition can create possible challenges for 

the auditors, especially performing CSR or social audit. According to Gilbert & Rasche (2008), 

“SA 8000 demands stakeholder dialogs as a key procedure within the overall implementation 

process, the standard does not offer precise information regarding how to organise the discourse 

and which stakeholders to include” (as cited in Gilbert & Rasche, 2008, p. 763). 

2.2.4. Organisation variation  

Client relationships can cover this topic and is a common challenge for auditors. This can 

challenge an auditor’s independence and impartiality. Organisations or private enterprises are the 

clients who hire third party certification bodies or consultants for audits. How can the auditor 

maintain a good business relationship with an organisation and not haemorrhage the financial, 

environmental or social costs or reputation as a consequence of audit findings? This can lead to a 

battle between the auditor’s professional integrity and client expectations. In addition, unlike ISO 
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9001, ISO 14001 may not be directly related to business improvement, but rather to simply 

comply with environmental regulations. This can be a challenge to small companies in a business 

driven world. In addition, when social auditors conduct audits on the client’s suppliers, who are 

required to comply with their client’s policy and procedures, negative findings can potentially 

ruin the client and supplier relationship; consequently, affecting their business interests (BSCI, 

2005). This could possibly have greater effects on the small auditing consulting firms.  

Some financial auditing firms require auditors to disclose any conflict of interest to the 

client, such as previous consultancy work with the client, or appoint different auditors to perform 

audits each time (Porter et al, 2003).  Certification bodies are required to commit to and manage 

the audit’s independence according to ISO 17021 (2011), section 5.2 & 6.2 if these are adopted. 

This certainly can help to minimise audit fraud. However, there is always the possibility of 

tension between auditor and client.  

Another challenge found in the literature review is organisational reporting. Reviewing 

documents and reporting on them are some of the tasks undertaken in audits. Stronger reporting 

criteria in countries strengthen the audits from the financial audit experiences (Boolaky, 2012; 

Zhang, 2011). This is one reason that good performance reporting is important and useful in 

social or CSR audits, and made easier when an organisation is using the GRI reporting guidelines.  

Besides reporting issues, other concerns are the reliability and relevancy of performance 

indicators (Ridley, D'Silva & Szombathelyi, 2011). The literature indicates that some 

organisations lack studies using scientific methodology to provide reliable performance indicator 

data in the management system (Morimoto, 2005). This challenges the auditor’s critical thinking 
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skills. Auditors may have to do extra work to verify or trace the reliability of the data and reports 

(Wallage, 2000). Although more organisations use GRI to disclose the organisation’s 

performance, the choice of which indicators should be disclosed lies in the hands of management. 

When conducting social audits, social indicators are often reflected by wages, working hours, 

social capital or environmental costs. It is believed that “they are particularly weak in revealing 

more rights-based issues, such as freedom of association, non-discrimination (gender, race, 

ethnicity), and non-harassment” (BSCI, 2005, para. 3). Moreover, the interpretation of 

qualitative data can vary from individual to individual (Morimoto, 2005). Some literature 

mentions that some supply chains have to commit to what they consider to be unreasonable 

requirements from buyers. In order to fulfil some requirements, some suppliers would put 

themselves at risk by falsifying records and/or training auditees about what to present in the audit 

interviews, which indicated a potential trend of audit frauds (Gould, 2005; BSCI, 2012). 

Moreover, some social auditors are not trusted by some workers because they believe auditors 

are more often associated with the factory management (Gould, 2005).  

2.2.4. Industry variation  

For industry variations, little literature is found so only manufacturers and service 

providers are discussed in this section. By the nature of these industries, manufacturers deal with 

production, facility and assets, whereas service providers deal with customers and unpredictable 

scenarios (Potts, 2011; Martyn et al, 2012). Thus, doing ISO 14001 audits and identifying 

environmental aspects in manufacturing sectors require auditors to have a more in-depth 

understanding related to the audit activity. Production and facilities management usually produce 

more quantifiable data. Service providers usually have more qualitative data, such as customer 
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complaints or comments. In comparing both, service providers have more auditing challenges 

(Potts, 2011).  

Other concerns in the industry variation are industrial norms or organisational cultures. 

Some industries, such as public utilities are monitored by stricter regulations and standards. They 

received more public attention than other small organisations.  

2.2.5. Country variation  

Among audit challenges in different countries, a priority concern is local laws and 

regulations. Environmental laws in one country are not necessary similar in another country 

where regulations may be lacking (Platkus, 2009). Under the ISO 14001, although the client has 

followed the local regulations, whether they can minimise the environmental impact remains to 

be proven. European and North American countries have more environmental regulations and 

requirements, such as emission or discharge limits that are strictly regulated. At some point, 

regulations (e.g. International Code of Ethics for Canadian Business) have already covered most 

of the auditing standard requirements (Potts, 2011). Moreover, the history of environmental 

liability lawsuits has encouraged the enhancement of laws and guidelines in western countries 

over the years. As an auditor, it is very important to have legal experts available in the audit 

location for assistance, prior to conducting audits in countries with complex laws and regulations.  

Auditing is challenging in different countries because of a lack of local knowledge and 

circumstances, and a lack of contacts in the local unions or NGOs (Merk & Zeldenrust, 2005). 

Cultural differences in foreign countries can be sensed generally through many different ways, 

such as people’s interactions, communication styles or simply through visiting the city one day 
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before the audit. Auditors may require professional interpretation during the audits in some 

countries. This challenges auditor’s interpersonal skills, openness and adaptability. A good audit 

preparation and local knowledge from experts can help to minimise the challenges. The key 

includes focusing on the audit process, rather than just the technical work, avoiding being too 

confrontational or too direct in some cultures and protecting people’s reputation (Platkus, 2009). 

Besides the local culture, the organisational culture also requires attention, especially when 

delivering negative audit findings and times required for conflict resolution if necessary (ISO 

auditing practices group, 2012).  

From section 2.1, development of audits, we know that the original audits come from 

Europe and the United States and Canada and then to the rest of the globe. That makes European 

countries the contemporary leaders in promoting environmental protection and sustainability. 

The UK was known as the audit country (Porter et al, 2003) where varieties of guidelines and 

standards came from. The complex and strict legal requirements, citizens’ concerns and business 

growth, drove organisations to promote environmental protection and sustainability standards. In 

some countries, like Canada and the US, it is relatively common that organisations have open 

dialogue with the public in certain decision making processes. However, it is not very common 

in some countries for management to hear or follow up on the voices or complaints of the public. 

On the one hand, auditors have to list out the findings to their clients after the audits. On the 

other hand, due to the cultural difference, this long list of audit findings could be interpreted as 

the auditors challenge to the client’s authorities and capability (Gould, 2005). Moreover, as 

mentioned, the interpretation of standards can be different between the auditors and the clients. 

The auditors have to really know the local culture and knowledge well (Tsui, 2010). 
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In terms of social relations, “Paternalism and guanxi [social relations] together have 

formed intricate and complex social relations to safeguard the interests of the in-groups in China” 

(Lin, 2010). The complexity of social relations and society expectations, like food web in nature, 

requires long term observation and the auditors’ capacity of cultural understandings. It would be 

wise for the auditors to put significant effort into finding facts and evidence in the audits (Platkus, 

2009). For operational or compliance audits, on the other hand, the auditing is relatively 

structured, and has fewer burdens arising from the complexity of social issues. In other words, 

the audit is more straightforward.   

Part III: Interviewees Experiences with Audit Challenges  

 

3.1 The Auditors and Interviews  

The challenges of real-world auditor reported on in this section was obtained by 

interviewing practicing or experienced auditors and assessors located in eight different countries 

from Asia, North America, and Europe using in-depth interviews. The interviews were 

conducted through Skype, telephone, or personal meetings. For environmental management 

auditors, the sampling method used was the snowball technique in each continent. For social 

auditors and ISO 26000 assessor interviews, a randomised sampling method was used.  These 

auditors were invited to participate through social media networks. Although only a limited 

number of participants were invited for in-depth interviews, the method provided a fair 

representation of auditing challenges as the regional data collected was found to be consistent. 

Moreover, the triangulation method using multiple data sources and perspectives involving 
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different countries, organisations, and types of audits could ensure some degree of certainty on 

representativeness.    

In this study, the environmental management auditor participants at the time of interview 

were practicing auditors using ISO 14001 environmental management standards or 

organisational internal requirements from three continents. The social auditors performed supply 

chain audits mainly in Asia using different social compliance standards. The ISO 26000 assessor 

participants mainly performed CSR assessments as consultants in Europe as this is still very new 

to the other continents. There were 10 auditors and assessors completed full interviews, 

including the audit experience from the author. 

All participants were required to sign (or verify by email) confidentiality agreements as 

well as a Research Consent Form prior to participating in the interviews. The interview questions 

were listed in brief on the consent forms as set out below: 

1) Challenges related to auditor competence, audit techniques and essential skills 

2) Challenges related to organizational culture, client relationship and company reporting  

3) Challenges related to different industries, such as manufacturing or service provider 

4) Challenges related to different countries: social norms, national economy, political 

environment (if applicable), local legislation requirements, and regional requirements  

5) Challenges related to auditing using different standards (if applicable) 

3.2. The Results Ranking 

All the data collected was divided into two major parts, the environmental management 

audits and CSR/social audits (see Table 5). By using domain analysis, the interview data was 
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categorised in reference terms. The taxonomy analysis composed of subdomain and description. 

In the componential analysis, each category (or reference term) was rated and classified as high, 

medium and low challenges. The rating of the challenges was based on the feedback of auditors 

during the interviews. At the end of each interview, each auditor was asked what the biggest 

challenge was in the auditing career.  

Due to the confidentiality agreement with the participants, the raw interview data would 

not be disclosed in this paper. Auditors only responded to applicable categories. Only a few 

categories had low feedback, while most of the categories had an average seven out of ten 

feedback.  
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Table 6  

Interview Data  

Domain Analysis Taxonomy Analysis Componential Analysis (Challenges) 

Total 

Feed-

backs  
Cover 
Term 

Reference 

Term 
(Challenges 

categories) 

Sub-domain 

(Identified 
audit 

challenges) 

Description 
Environmental Auditors 

Social auditors and   

CSR assessors 

HIGH  MEDIUM  LOW HIGH  MEDIUM  LOW  

Audit 

Challenges 

Auditor 

competence 

Qualificatio

n 

Professional degree and field of 

expertise 
0 2 5 1 0 2 10 

Experiences 
Professional  working 

experiences 
0 1 4 0 2 1 8 

Audit 

Technique 

Specific skills towards auditing, 

such as communication, 

questioning, evidence collection 

(Table 4) 

6 1 0 4 0 0 11 

Audit 

Essential 

skills 

Mainly soft skills include 

integrity, objectives and 

impartiality (Table 4) 

1 3 2 2 2 0 10 

Standards and 

Requirements  

ISO 14001 

standard 

Environmental management 

system, compliance 

certification standard 

0 1 6 0 0 2 9 

ISO 26000 

standard 

CSR assessment standards, but 

also consider Accountable 

Assurance standard  

0 2 1 1 0 2 6 

Social 

compliance  

standards 

Social compliance - social 

performance against standard 

criteria  

0 1 0 0 1 1 3 

Organisations 

Client 

relationship 

Conflict of interest, audit 

findings sequences may ruin 

business relationship 

3 2 1 1 0 2 9 

Reporting 

Incomplete or lack of data 

reporting with proper 

methodology 

2 0 0 0 0 1 3 
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Domain Analysis Taxonomy Analysis Componential Analysis (Challenges) 

Total 

Feed-

backs  
Cover 
Term 

Reference 

Term 
(Challenges 

categories) 

Sub-domain 

(Identified 
audit 

challenges) 

Description 
Environmental Auditors 

Social auditors and   

CSR assessors 

HIGH  MEDIUM  LOW HIGH  MEDIUM  LOW  

Audit 

Challenge

s 

Organisations 

Organizatio

nal culture 

The distinctive local cultures 

within the organisation(s), 

management styles and 

leadership characteristics 

4 2 0 1 2 0 9 

Size of 

company 

Large multinational company 

vs. SME size companies 
0 4 0 0 2 1 7 

Industries 

Manufactur

er 

Structural, predictable 

production, improvement 

requires higher cost and 

technical expertise 

0 1 4 0 1 1 7 

Service 

Providers 

Business providing services to 

meet customers satisfaction  
0 1 4 0 0 0 5 

Different 

industries 

Other different or unique 

industries  
1 0 4 0 0 2 7 

Countries 

Local 

regulation  

Legal requirements required 

organisation compliances 
1 2 2 0 2 2 9 

Language 

issues 

Communication and 

interpretation variants because 

of using different language 

0 4 0 0 1 0 5 

Local 

culture 

specific behaviours and belief 

in different regional areas  
1 2 1 2 0 1 7 

National 

economy 

Economic versus organisational 

development limitation and 

system implementation 

0 1 1 1 1 0 4 

Note.  Cells highlighted in green were the top three ranking concerns of interviewees. 
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Note. (Soc) - Social compliance audit and CSR assessment; (Env) – Environmental management system audit.  

Figure 4. Summaries of Audit Challenges in Reality. 
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The results show that the top three challenges for environmental management auditors 

were audit technique (specifically about time issues), then client relationship and organisational 

culture. The top three challenges for the CSR assessors/social auditors were also the audit 

technique (specifically about time issues), then essential auditing skills (auditor integrity) and 

local cultures.  

Part IV: Discussion: Auditors’ Real Challenges   

All the audit challenges from the literature review were mentioned by the auditors during 

the interview. The audit challenges raised from practical experiences of the interviewed auditors 

and literature reviews will be discussed. The literature mentions audit challenges were limited 

and found to focus mainly on the environmental management system audits. Other audit 

challenges were revealed during the interviews with the practicing auditors, especially with 

social audits and CSR assessments. Table 6 has the summaries of literature and interview data 

for better comparisons.  
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Table 7  

 Literature and Interview Data Summary 

Audit 

Challenges 

categories 

Identified 

audit 

challenges 

Literature Highlights Interview Data Highlights 

Auditor 

competence 

Qualification 

Auditors required continuous training 

and up-to-date, basic requirements 

included ISO19011 for auditor.  

Maintaining current professional standards 

and adding up-to-date practices; young 

auditors required more audit training 

while the experienced auditors required 

professional knowledge refreshment. 

Experiences 

Credential could assure client on the 

audit quality, sometimes, evidence 

may be interpreted differently with 

different auditors, especially social 

audit. 

Soft skills are crucial.  In social audit, 

additional cultural knowledge are required,  

Audit 

Technique 

Mixed methods need to be used when 

auditing social or CSR, other than 

just quantitative analysis. Use 

evidence based approach. 

Time was the issue. Some auditors have a 

hard time to prioritize or highlight audit 

findings in the report. 

Audit 

Essential 

skills 

Objectivities and integrity, 

professional scepticism, judgemental 

and opened minds are essential skills 

to auditor (See Table 3). Certification 

body uses ISO 17021 to ensure their 

independence of their audits. 

Audit integrity, impartiality and familiarity 

with local cultures are more important when 

conducting social and CSR audits than 

environmental management system audits. 

Standards and 

Requirements  

ISO 14001 

standards 

Some clients could have 

misconceptions of standards.  

Simply following protocols during audit. The 

certification audits gave more pressure on 

auditees/organizations than those using 

volunteer based standards, such as CSR 

document. 

ISO 26000 

standards 

Possible to have interpretation issue. 

It has broader scope and requires 

board skills and experience to 

conduct such audit 

Misconceptions of the standards require 

more time on standard explanations. 

Complex stakeholder composition was 

challenging. During audit, fewer tensions 

or pressures found from clients. Some 

country organization has better 

improvement using voluntary standard 

than the others. 

Social 

compliance 

standards 

Practically, it is not easy to make 

judgement because data can be 

interpreted in different ways. Some 

standards are impractical to 

implement. Complex stakeholder 

composition. 

The challenges of using BSCI, EU or 

WRAP standards are basically the same. 

It is positive that auditors understand the 

local cultures. Interpretation of data and 

interviews could vary by auditors.  

Organisations 
Client 

relationship 

Litigation, client satisfaction plays 

important roles of client and auditor 

relationship. Consequence of audit 

findings requires more costs for 

follow ups.  

Client relationship affects the audit results 

by loosening up on the audit findings 

report. Bribing was hidden rule for some 

countries. Not much of an issue for CSR 

assessment. A good relationship can 

sometimes minimize problematic issues or 

audit challenges.  
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Table 7 (Continued) 

Audit 

Challenges 

categories 

Identified 

audit 

challenges 

Literature Highlights Interview Data Highlights 

Organisations 

Reporting 

Impartiality, reporting, reliable data 

are important for audit, weak in 

revealing more rights-based issues, 

falsifying records leading to potential 

audit frauds in some countries. 

Insufficient or falsified reporting system 

creates the barriers to auditors. Stricter law 

enforcement has stricter reporting 

system. If reports are too abstract, that 

requires assessors to explain more. 

Organisation 

culture 

Social auditors were not easy to gain 

trusts by the auditees to tell the truth 

during the interviews.  

Know the organization well before the audit. 

Difficulties were found when auditing 

control type management with difficult 

personality and when organizations 

lacked ethical management.    

Size of 

company 

Financial cost may not be an issue 

for large organisation for follow up, 

but it is for SME clients.  

SME, supplier and contractors usually 

have more CSR issues and barriers for 

auditors. Large companies have more 

resources for implementation of system.  

Industries 

Manufacturer 
Due to the nature of industry, data 

are quantitative.  

The concerns of auditors are to obtain more 

technical expertise in manufactured industry 

that they need to do the audits.  

Customer 

services  

Due to the nature of industry, data 

are qualitative.  

Service providers have more qualitative data 

in general. 

Different 

industries 

Some industry, such as public 

utilities may have more stakeholders’ 

varieties.  

Unique industry can be challenged to 

auditor with different audit scope. Some 

industries have better financial support 

from government to promote CSR and 

follow up audit findings. 

Countries 

Local 

regulation  

Different countries have different 

regulations. Some are stricter or 

more complex than the others. 

Some regulations are impossible to 

implement. Countries with stricter 

regulations enforcement have less audit 

challenges to auditors. 

Language 

issues 

Interpersonal skills (e.g. openness) 

are important, better to focus on 

audit process and evidence. 

Interpretation and translation take a long 

time when auditing. 

Local culture 

A lack of local knowledge can 

challenge auditors. Some country 

norms have good social dialogue 

models among organizations and 

communities. Some country norms 

focus more on business relationships 

among shareholders than 

stakeholders.  

Know how to play the local game, adapt to 

the culture, and hire local expertise when 

needed. More audit challenges found in 

social audits. Delivering audit findings may 

encounter different objections. There are 

less conflict between the standard 

concepts and the local practices. 

National 

economy 

Economic growth has consequences 

concerning social issues and 

business. High poverty countries 

promote equity issues. Suppliers 

choose to falsify records or double 

book keepings when economy is 

downsizing. 

Economic affects more on SME companies. 

In slow economy, it promotes bribing 

activities and less drive to pursue 

certification standards, which eventually 

affect auditors’ job opportunities rather 

than audit challenges.  

Note. Bold font sizes are the new findings drawn from interviews.  
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4.1. Audit Competence 

It is generally accepted that an audit lead assessor course qualification and professional 

experience are the minimum requirement to be considered a professional auditor. Most 

certification body auditors mentioned that their competences were aligned with the ISO 19011 

requirement (ISO, 2002), which is common practice for auditors from a certification body. Other 

consultant auditors usually require having the basic audit standards training with previous 

professional work experience. The audit experiences were usually proportionate to auditing 

hours practised. However, three out of eleven auditors expressed challenges in maintaining 

current professional standards and adding up-to-date practices, which a number of observers 

have identified as important (Morimoto, 2005; Anderson, 2009; Whitehouse, 2011; Kausek, 

2008; Metzger, 2000). This is particularly relevant to those working in technology fields. It is 

very important that the auditors practice continual lifelong learning in their auditing professions. 

The same principle also applies to audit standards as auditors continuously require a good 

understanding of newly developed standards and/or requirements, such as ISO 26000 in order to 

maintain contemporary and relevant practice.  

Relating to essential audit skills, all interviewees agreed that soft skills are critical. The 

highlights of this aspect of interviewing auditees and organisation personnel include good 

communication skills, conflict resolution skills, integrity, objectivity, as well as questioning, 

independence, and critical thinking. These were also mentioned in the literature (Morimoto, 2005; 

Anderson, 2009; Whitehouse, 2011; Kausek, 2008; Metzger, 2000; Porter et al, 2003; Martyn et 

al, 2011).  See also Table 2. When auditing, most auditors expressed that they preferred to trust 

the auditees rather than presuming them to be untruthful. Professional scepticism (Martyn et al, 
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2011) may be applied if needed. However, collecting evidence and verification of the evidence 

are the critical points of how the organisation can be shown to be running the business within the 

environmental, social or CSR perspectives and whether they were walking the walk and not just 

talking the talk. In real-life, auditors actually performed repeat audits at the same site over a 

period of years. In such cases, time challenges are often reduced. Equally, however, the 

impartiality and independence of the auditor could be called into question over the issue of 

familiarity.  

The majority of the auditors found challenges in practising their auditing techniques. 80% 

of auditors expressed, no matter what area of interaction, be it environmental, CSR or social 

auditing, that time was always a constraining issue. It was found by sixty percent of auditors that 

there were great challenges in trying to see everything in the overall picture (including digesting 

massive amounts of information and data) in a very limited time during the audits. This was 

especially true for auditors who had to investigate and identify the causes when generating audit 

findings, or in circumstances which required translation during the audits. Even experienced 

auditors, who already had their practised ways to prepare for this type of circumstance, could 

only cover the essential issues most of the time. Another challenge was identified and 

highlighted by both the CSR assessors and social auditors. They commonly had to face situations 

where they had to decide what should be prioritised in a report or to what extent to report their 

findings. These judgements would be in consideration of how and to what extent that they may 

affect the suppliers or buyers as a consequence of the findings (Gould, 2005). In addition, as 

mentioned by Russell (2012), “sustainability assurance practitioners need a broad range of skills 

and experience.” This was also mentioned by all CSR/social auditors. 
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4.2. Standard Variation 

Seven out of eight ISO 14001 auditors considered the ISO 14001 audits as low challenge 

provided that they had a good understanding of the standard together with their environmental 

backgrounds. Couples of auditors believed that it was basically just a matter of following the 

standard protocols to collect evidence for verification.  The evidence of an environmental 

management system audit is mainly composed of quantitative data; however, social audits or 

CSR assessments evidence contains relatively more qualitative data.  

While the ISO 14001 standard is more commonly used among different industries (See 

Table 1), auditors have encountered fewer situations that organisations have misconceptions of 

the standard, which has some variance from what was mentioned by Watson et al (2004). 

However, this appears to be the case while conducting CSR assessment or Accountability 

assurance. Since ISO 26000 is a voluntary guidance standard and considered new for most 

organisations, assessors found that they had to spend time to explain their findings (Turner, 

2006). Because different methods can be used to identify and compose the company stakeholders 

profile (Gilbert et al, 2008), CSR assessors also mentioned challenges by the complex 

stakeholders composition during verification processes.  

For auditors using internal requirements, they simply did not have such an issue. When 

briefly comparing the audits using ISO 14001 and ISO 26000 on a voluntary basis, two auditors 

said that there was tension or pressure being expressed by the client when conducting 

certification audits. This was because, by comparison, the certification of compliance generally 

placed more weight of regulation onto the business. When the client used the voluntary standard, 

they tended to be more relaxed about the outcomes or findings of the audits and much more open 
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for continual improvements in their management system. This point was also mentioned in 

literatures by Hollands (n.d.). However, depending upon individual countries and organisations 

circumstances, some organisations could have declined from participating in any type of audit 

because the standards are voluntary based.  

When auditing suppliers with social standards, one auditor mentioned that there was not 

much difference in using different standards, such as BSCI, ETI or WRAP. However, it was also 

mentioned that the buyers’ requirements are sometime difficult to implement in reality because 

of cost increments (Gould, 2005).  

4.3. Organisational Variation 

Client relationship was the challenge ranked in second place in environmental 

management audits (see Table 5). The literature review (e.g. BSCI, 2005) mentioned the risk of 

some such relationships may compromise the audit findings and business. In order to maintain a 

good client relationship, auditors may need to scale down their audit findings in the reports. If it 

was known that the client was going to follow up issues, they would not be raised in the report. 

Over half of auditors in Asian countries would take this approach to balance out the risk of 

disturbing the client relationship with the organisation.  

Interviewed auditors believed that the client relationship is a partnership-like relationship.  

In real-life scenarios, it was mentioned that the majority of the auditors in certain countries were 

actually bribed by the clients to amend the audit report, so that the client could pass the audit or 

for the purpose that the auditors could have more consultancy jobs afterwards as well as 

maintaining good client relationships. 30% of all interviewed auditors (mainly in Asian countries) 

mentioned that bribing is a hidden rule within the auditing industry. It was really a matter of how 
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much the audit report was compromised by the bribe. Only one auditor (from Asian country) 

mentioned that s/he did not have such issue in the auditing career. These bribing activities in 

Asian countries can be related to the 2011 Corruption Perception Index from Figure 5 

(Transparency International, 2011). According to the Global Fraud Report 2011, corruption and 

bribery has increased from 10% to 19% in companies worldwide. Financial and natural resources 

have a high degree of vulnerability to corruption and bribery (Kroll, 2011/12).  

 

Figure 5.  2011 Corruption Perceptions Index from the Public Sector Corruption in 183 

Countries/Territories around the World. Reprinted from “2011 Corruption Perception Index 

Report,” by Transparency International, 2011. 

Taking Figure 5 into account on CSR implementation, bribing does not sound like much 

of an issue for CSR assessors for several reasons. The implementation of CSR according to ISO 

26000 is more common in those countries with high scores of Corruption Perceptions Index. The 

organisations or clients would be somewhat more open to accept the findings from the 

assessment as long as they were accurate, legitimate and reasonable. In simple terms, the client 
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would be more ready to accept the findings, especially if the organisations were voluntarily 

willing to adopt CSR.   

The challenge of individual organisational culture was ranked as the third top issue. 

When presenting the audit findings to organisations, the key was also to know the organisational 

culture well beforehand (ISO Auditing practices group, 2012). To whom and how to present the 

findings were the key factors. Some had to have every employee involved, with others presented 

to an exclusive audience. Occasionally, auditors would come across some difficult clients or 

even a control type of management style from a particular personality. Some clients required 

more explanation of the findings than others and they did not follow up on previous findings. 

Some organisations were not completely transparent in their dealing with auditors by simply 

hiding evidence. Some showed a lack of ethical management.  

An organisation lacking sufficiently accurate data and reports could create barriers for 

auditors (Morimoto, 2005). The variations in this area depended on the individual organisational 

culture. Most auditors tried to gain greater knowledge of the organisation before the start of an 

audit, to be aware of not just the business, but also the culture, local issues and general reputation. 

This would be generally of more importance for social and CSR auditors. Auditors found 

challenges if organisations were running the company or an agency with low transparency in 

their data recording. This would require auditors to take extra time to verify the reports reliability 

(Wallage, 2000). The academic literature (Gould, 2005) also reveals other challenges including 

uncooperative auditees or the where auditees do not trust the auditors.  Three interviewed 

auditors have identified falsified data and reports (Gould, 2005) during audits in their career. 

However, two auditors believed that the problems mentioned could possibly be minimised by 
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maintaining a good working relationship with clients, and where local authorities had in place 

more strict regulations in organisational reporting and validity checks, such as using GRI 

reporting system.  

Most of these issues were commonly experienced when dealing with SMEs, 

subcontractors, and suppliers. For large organisations with better resources, management systems 

and/or CSR, such organisations usually had a better framework and implementation of findings 

record, and therefore fewer barriers for auditors. 

4.4. Industry Variation 

In this study, industries of manufacturing, utilities and service provision were discussed 

with participants. All responded auditors agreed that auditing manufacturing companies required 

more technical expertise but consisted basically of collecting measurable data, i.e. quantitative 

verse qualitative evidence (Potts, 2011; Martyn et al, 2012). If the evidence was measureable and 

quantifiable, it tended to make for strong provable findings and created less controversial claims 

afterwards. Auditors did not find any specific challenges even when conducting this type of audit 

in different industries. Unlike the literature (e.g. Potts, 2011), the concerns were the technical 

expertise and audit standard used instead of the collected data types when conducting audits in 

different industries. The exception was in auditing a unique industry which could have a 

different audit scope and different stakeholders, for examples, oil and gas industry. As long as 

the organisations had sufficient resources, the audit follow up becomes a relatively smaller issue 

irrespective of the industry. 
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4.5. Country Variation 

The very basic differences among countries were local and national laws and regulations. 

Environmental laws in one country are not necessary similar in another country where 

regulations may be lacking (Platkus, 2009). For example, with stricter environmental laws in 

Europe and North America together with effective law enforcement, auditors expressed that they 

had less audit challenges with organisations because the standard requirements were very similar 

to the local regulations. This lowered the drive for organisations to adopt the certification. On the 

other hand, approximately one third of auditors who have conducted audits in different countries 

experienced challenges because some local regulations were impossible to implement for 

practical reasons (Gould, 2005), and in some instances the auditor had to take on the role of 

verification (Wallage, 2000).  

A major difference working in foreign countries is language and communication (Platkus, 

2009). It was apparent that the accuracy of an interpreter working in conjunction with an auditor 

plays an important role. Most of the time, auditors have their own way to validate the 

interpretation based on their background and cultural experiences. The most common issue 

created is time as this is taken up to translate everything, including documentation, interview 

questions and the meaning behind both those and the responses. However, this as a separate issue 

seemed not to affect much the quality of the audit itself as long as the interpreter’s work was 

validated.  

Local culture within different countries was ranked third among the social audit 

challenges with the interview group. Good preparation is essential prior to auditing in foreign 

countries and organizations, regardless of the perspective of understanding the local regulations, 
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language, culture or even local communities. It is also practical for auditors to be adaptable to 

local cultures and to know how to play the different games that sometimes apply in different 

cultures (Tsui, 2010; Platkus, 2009). For example, when delivering audit findings, some 

company officials had many questions about the audit findings or resisted accepting the findings, 

whereas others just accepted them (ISO Auditing practices group, 2012). Being able to 

understand the local culture can enhance communication with the organisation’s stakeholders, 

improvement opportunities, and in particular help to minimise misunderstanding during 

conversations. 

Some organisations could apply better implementation of audit findings because of better 

financial resources within a different economic environment. According to a social auditor, the 

industries and companies generally were driven by economics and business profitability instead 

of running it ethically, particularly in some Asian countries. The general economic environment 

had a more proportionate effect on SME companies.  When the national economic environment 

is not stable in a country, social stability or norms can also affect organisational behaviour, and 

as a consequence can also create challenges for auditors. The issue of auditor bribing in some 

countries heats up partly because of economic environment and social norms. Moreover, there 

seems to be less difficulty or resistance for locals to accept standards criteria that conflict with 

regional practices or perceptions for example, women should earn equally as men do, according 

to one auditor. It was possible that the standards have been implemented with locals for a period 

of time. However, this does not imply how well the social standards are used in practice even 

they do not have issues to accept the basics of the social standards.     
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Part V: Implication: The Overall Pictures of Audit Challenges 

This section interprets the interview results and provides discussion of the audit 

challenges in environmental management, CSR and social compliance audits. Figure 6 outlines 

the overall picture. This does not attempt to suggest solutions to specific audit challenges as 

different circumstances can arise when auditing different companies or places.  

 

Figure 6. The overall picture of audit challenges.  

5. 1. Competence Burdens are Conquerable  

Among the audit challenges categories, the audit competence had the highest response 

from the auditors. Only one auditor considered this as a high audit challenge. But this can be 

overcome by continual professional training as referred to in the literature (Morimoto, 2005; 

Anderson, 2009; Whitehouse, 2011; Kausek, 2008; Metzger, 2000). Auditors, regardless of age 

or experience, require ongoing training to catch or keep up to date with the industry. Even 
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younger auditors had to brush up their auditing skills and knowledge. The audit competences 

require various improvements within different age groups in order to remove the qualification 

burden.  

Additionally, it should be understood that social audit interpretations often relate to 

auditors’ cultural understanding and knowledge backgrounds. “Culture is created by a social 

network involving multiple feedback loops through which values, beliefs and rules of conduct 

are continually communicated, modified and sustained. It emerges from a network of 

communications among individuals…and continually reinforced” (Capra, 2002, p.87). “The 

networks of communications have a dual effect…on the one hand, ideas and contexts of meaning, 

and on the other hand, rules of behaviour or, in the language of social theorists, social structures” 

(p.83). 

“The social network also produces a body of knowledge – including information, ideas, 

and skills – that shapes the culture’s distinctive way of life in addition to its values and 

beliefs. Moreover, the culture’s values and beliefs affect its body of knowledge. They are 

part of the lens through which we see the world. They help us to interpret our experiences 

and to decide what kind of knowledge is meaningful…the system of shared values and 

beliefs creates an identity among the members of the social network, based on a sense of 

belonging. People in different cultures have different identities because they share 

different sets of values and beliefs. At the same time, an individual may belong to several 

different cultures. People’s behavior is informed and restricted by their cultural identities, 

which in turn reinforces their sense of belonging. Culture is embedded in people’s way of 

life, and it tends to be so pervasive that it escapes our everyday awareness” (p.87).  
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The understanding of culture and social networks within an organisation or country can 

provide better judgements and conclusions in a social or CSR audit.  Hence, it would be a 

positive asset that auditors have a variety of life experiences and cultural experiences. Being 

openness and having an ability to identify flawed interpretation arising from their own cultural 

values and beliefs would also help to produce a more accurate audit. This is particularly 

important to auditors collecting qualitative evidence. 

These audit challenges also apply to internal auditors who conduct 2
nd

 party audits. The 

internal auditor conducting a 1
st
 party audit may not have the same challenges as external 

auditors. They already know their way around the organisation. In other words, they are already 

in the general social network and culture. This creates less interpretation flaws; but it can 

sometimes create blind spots because of that very familiarity with the company. Notwithstanding, 

they may have a good understanding of which areas to specifically investigate and what to look 

for. A possible downside could depend on how readily the departments audited may be able or 

willing to accept findings from fellow colleagues. Many consequences could arise as some 

internal auditors would still have to work with or alongside those audited after the audits.  

5.2. Time Management and Measures are Already There 

Nine out of ten interviewed auditors agreed that not having enough time in their audits 

was the biggest challenge, no matter how much preparation they had done for the organisation or 

country (if applicable) beforehand. They were eager that their audits could cover the areas 

concerned as broadly as possible because this allowed for better judgements on audit findings. 

Outcomes also depended on how the organisation presented and organised itself during an audit, 

its organisational culture, the maturity of the management system, openness and many other 



AUDIT PERSPECTIVES           58 

 

factors. For better time management, auditors usually know how to avoid unnecessary long lunch 

breaks or informal conversations onsite.  The time challenge is a practical but inevitable one as 

auditing is intended to pick out representative samples for verification or taking a snapshot of the 

management system. It is recognised that it is practically impossible to completely cover 

everything during a single audit. Moreover, the certification body auditors have sets of rules to 

follow as to how many person hours or days that they should be onsite, this according to the 

interviewees. These rules are usually found in the internal protocols of the given certification 

body. The times involved are agreed contractually with the clients according to ISO 19011 (ISO, 

2002). Time can be especially important to social auditors where they may encounter clients who 

want to deliberately waste some time during an interview by giving unimportant or unrelated 

information. The collection of qualitative data (including interpretations) by social auditors was 

found to be a more time consuming exercise than collecting quantitative data. Auditors required 

having a clear focus on the audit evidence and objectives. It is for this reason that the time 

challenge is under the category (reference term) of audit technique.  

5.3. The Integrity of Auditors is Essential  

In considering the essential audit skills (see Table 5), such as integrity, impartiality, 

judgement or critical thinking, it was found that these are considered to be relatively more 

important and are of greater concern for the social auditor and CSR assessors than ISO 14000 

auditors (Russell, 2012). The nature of this type of audit requires a greater level of interpretation 

of qualitative data evidence obtained through onsite interviews. Being diplomatic, keeping with 

the facts and making reasonable deductions is particularly crucial in this type of audit. It is 

widely known that knowledge and technical skills can be learned, updated, and built up 
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continuously within a reasonable amount of time.  The core values, such as ethics, integrity, and 

impartiality are not the same as knowledge repertoire. This is an area of personal conduct which 

requires individual choice as to practice. Some of the interviewees stated that these are often 

related to an individual’s educational and professional background. It is considered that these 

core values are essential in the auditing work. Without those core values being practiced by 

auditors, it would be impossible to be fully competent no matter how specialised the auditor was 

in the field of work. ISO 17021 (ISO, 2011) contains measures on how to prevent auditing fraud 

and maintaining the independence of audit work for clients. In addition, certification bodies are 

also audited by Accreditation bodies annually on these matters. However, once an auditor 

chooses to take a bribe, control measures could possibly prove meaningless. The participating 

auditors asserted that this particular essential skill challenge was not ranked at the very top. In 

other words, integrity issues are not commonly found within the auditing industry. But it 

certainly was the issue in some countries that generally had higher scores of the corruption 

perception index (see Figure 6).  

5.4. Audit Challenges are Business Driven  

It was found that audit challenges are related to the drivers behind the adoption of a 

certification standard. The environmental management audit challenges were organisation related, 

such as client relationship and organisational culture. This could possibly relate to the driving 

forces behind audits, such as regulation compliance and public image leading to business 

opportunities. Auditors faced the challenge of relationship issues due to whether the compliance 

with certification could directly affect the business. Moreover, the audits involved collecting 

quantitative evidence from the organisations about how their operations have impacted on the 
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environment in the course of their business. In other words, the organisational culture (how they 

do things) had a more direct relationship (or effect) on the audit findings (or consequences).  

These situations also occur in social audits where it involves a compliance audit which 

requires an official certification to be issued. The pressures for assessing the organisation using 

ISO 26000 were comparatively less. Even so, an assessor has expressed difficulties when report 

writing, simply because an organisation may not want to disclose everything to the public, 

especially companies that use CSR as a marketing tool. It is important that an assessor can strike 

a reasonable balance of organisation and stakeholder expectations.  

With smaller companies, such as SMEs, these commonly had more financial issues than 

large organisations, particularly where many had problems within their system of 

implementation, which in turn translated to audit challenges.  

5.5. Organisations’ Willingness to Change and Openness are Critical 

The leadership and the management style is the soul of individual companies. It was 

found that conservative and traditional companies tended to complete the audit follow up process 

better because they did not question or doubt the findings. As the Nike shoes slogan said, they 

simply just do it. However, although they fully completed the follow up as required, the reasons 

behind the follow ups or learning points (on management improvements) may not be fully 

understood because of blindly following up. The control type of management style challenged 

auditors, especially in delivering audit findings. On the other hand, with a less proactive or 

conscientious management style, the follow up actions could be a little loose, but through more 
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questioning of their practices, this could prove to be helpful in gaining a better understanding of 

the compliance.  

It is common to have an organisation being both cooperative with and yet resistant to 

audit undertakings and findings. Some clients required more explanation than others. This is the 

point where it becomes necessary to examine the auditors’ auditing skills and techniques when 

delivering the audit findings to a client who has been uncooperative. Unless major conflicts have 

arisen between auditors’ findings and a client’s expectations, most auditors are usually able to or 

have to overcome the situation. This is due to the fact that conflict resolution is usually covered 

in almost all audit training classes. With more openness or experiencing audit routines in a 

variety of organisations could reduce such audit challenges. Moreover, the resistance of clients 

sometimes relate to other consequences of the audit findings, such as company reputation, 

financial situations, or lack of resources relating to any advised following up, and the possible 

loss of business opportunities.  

Similar challenges can be created by a lack of reporting, falsifying, hiding records or 

deliberately lying during interviews. There can be particular challenges in social audits, such as 

obtaining the relevant evidence relating to the given criteria, such as discrimination or exclusion. 

This evidential data is not measurable or obvious as it is in quantitative data and it is often the 

case that issues of that nature are hidden within the organisation. An unethical organisation could 

easily twist certain facts to frame the evidence to seem to comply with the standard criteria. 

Without sufficient time, auditors can find it difficult to properly investigate those hidden issues 

and make appropriate deductions, interpretation and/or judgement. This also makes it difficult to 

provide a logical cause analysis for given situations which can result in different auditors ending 
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up with different interpretations on the same site. It should be clear that auditors are not and 

cannot be held responsible for the future success or failure of an organisation or business, but can 

influence an organisation to improve their management systems concerning environmental, 

social and/or CSR responsibilities. Only the organisation itself can be held accountable for the 

burden of audit consequences. This can also be associated with how organisations are really 

committed and willing to change to create a better environmental and social performance.  

5.6. Good Environmental Governance, Social Justice Practices and Healthy Economy Win 

Economic globalisation, primarily from economic production and consumption, 

diminishes the environmental quality and depletes the natural resource over the years (Capra, 

2002; Mol, 2001). Organisations “seek to eliminate environmental regulations under the guise of 

free trade wherever they can, lest these regulations interfere with profit” (Capra, 2002, p. 148). 

The stricter environmental laws and regulations with quantitative limits, such as a GHG 

emissions limit could compel most organisations to improve their performance on sustainable 

issues, social responsibility and the environment. The laws are held in higher regard with greater 

enforcement powers and those operating within a given society are mandated to follow and 

comply with the law. As auditors within such a regime, they would have to face more complex 

and complicated legislation requirements and stakeholder issues. However, if the data was 

available and readily traceable, such as using GRI reporting, auditors would find fewer obstacles 

while conducting audits. If the regulations mandated organisations to adopt compulsory actions 

generated from the ISO 26000 or ISO 14001, the economics of the country may not have a high 

impact on their management systems for implementation. If so, organisations may choose to 
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accept compliance with the ISO 14001 or ISO 26000 modified regulations. The only effect of 

this was that it resulted in auditors getting less ISO 14001 certification auditing commissions. 

If the view of organisational culture is expanded to social culture in different countries, 

then the finding that organisations in developed countries had a greater capacity to be more open 

or more willing to accept audit findings is of interest. On the other hand, some organisations 

often required the auditors to spend more time to provide greater explanation, and even intensive 

conversation about the findings. This seems to relate to a variety of factors, such as social norms, 

movement of sustainability, culture, local and national laws and regulations and economic 

growth of the countries. As stated earlier, the social norm of speaking out indicated a relatively 

open society. Some organisations audited were used to practising a certain level of openness and 

transparency to the public, including audit findings, although this did not mean that they were 

completely willing to have public disclosure. A lot of times, clients in developed countries 

seemed to accept audit findings providing that they were presented with reasonable grounds.  

On the other side of the world, as mentioned earlier, it was shown to be very important to 

have good working relationship with the client when doing business in Asia. And, if that 

relationship should ever be broken, it could prove extremely difficult to recover. This is also a 

crucial reason why the client relationship was ranked the 2
nd

 top audit challenge. Although most 

Asian countries had established strong laws and regulations, the enforcement or implementation 

of those laws and regulations was generally weak. The business tended to focus more on the 

profit making aspects of the business partnership than compliance with social or environmental 

requirements. Under the circumstances, the non-business related requirements did not list as a 

top priority. In parts of Asia an auditor could conduct an audit in an organisation that did not 
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really respect the social or environmental standard requirements. Logically speaking, the 

consequences of a long list of audit findings can easily ruin the client/auditor relationship, 

especially in a culture which praises the business relationship over the regulations. Additionally, 

the clients may offer a bribe as an alternative to maintain the client relationship with the auditor.  

Unsurprisingly, this may be why local culture and audit integrity were ranked 2
nd

 top audit 

challenge, particularly for social auditors. The most important remedy to this challenge is the 

integrity of the auditor rather than any other technical skill sets. Certification bodies usually have 

an internal protocol relating to whether auditors could accept gifts, and if permitted the threshold 

value of a gift they could not accept. However, the acceptance of a gift and what has been 

reported on through the audit findings may reflect whether an auditor was able to overcome such 

audit barriers.  

5.7. Behind the Scenes, the Challenges are among the Economic, Society and Environment 

The local economic activity can affect how the supply chains conduct their business. The 

Asian Development Bank has recently issued a report of ‘Confronting Rising Inequality in Asia’. 

The following extract is taken from the Report. 

“Although the rapid growth of business in Asia has reduced the extreme poverty, the 

level of income inequality has increased to 82% of the population. In many countries, 

income inequality coexists with inequality in the form of access to education, health, and 

basic services among different population groups classified by gender, location, and 

income.” (Asian Development Bank, 2012, p.74)   
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This as an example shows that economic growth sometimes has consequences concerning 

social issues or practices. Unfortunately, poverty issues are growing worldwide (Capra, 2002). In 

a country with high levels of poverty, some suppliers could choose to falsify records or lie in the 

audit interviews, such as regarding the use of child labour, in order to pass the social audits. Such 

suppliers could choose this approach if they did not want to be closed down because of failing an 

audit. This type of circumstance is a classic example that can challenge an auditor in the work 

that they do. Decades ago, when ISO audits became popular in Asia, occasionally cases were 

related that some individuals interviewed as part of an audit were fired or repositioned because 

of their individual responsibility in the failure of an audit. At that time some organisations had 

serious misconceptions about auditing. Auditing in those early days brought with it a lot of 

pressure and challenges.  

Generally speaking, eastern culture gives some people an impression of passiveness, 

whereas western culture has more directness, such as in communication style. In an example of a 

problem solving issue with two different cultures, people in developing countries would prefer 

dealing with the problems under the table rather than expose a particular problem. (The 

reasoning behind this was that that way, no one loses face). Consequently, hidden records or 

incidents may be common.  Comments from auditors could be seen as destructive criticisms in a 

conservative organisation if not carefully presented. On the contrary, people in developed 

countries would prefer putting everything on the table and if required, would use the rule of law 

to affect a clearly identifiable outcome. This culture in developed countries generally have better 

recording or reporting for auditors’ verifications, mandated by the regulations, such as Directive 

91/692/EEC (Environmental Reporting) in Europe. Some clients could see the audit findings as 
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constructive criticism to drive for improvements even though auditors may have to give more 

detailed explanations. During the interviews, it was also found that laws and regulations had 

more focus on auditing in western countries, while maintaining client relationships was more 

important in eastern countries.  

In a large scale cross cultural research, several cultural characteristics in leadership were 

identified in developing countries. It mentioned that  

“…relationship can supersede rules and procedures in aspect of social, political and 

economic life for some organisation. Relationship based organisational practices, such as 

staffing, rewarding, promotions may give rise to favouritism and nepotism among the in-

group members, and to discrimination, alienation, and withdrawal among the out-group 

members…. getting in or getting out of the in-group is difficult. Loyalty is the glue of the 

in-group” (Aygan, 2004, p.407).  

When a social auditor came across discrimination or alienation issues in an organisation, 

it would require the auditor to do more explaining on equity or respects according to the 

standards and looked forward to see the positive cultural movements within the organisation. If it 

were an unethical organisation, local culture and social norms could be used as the excuse to try 

to pass through an audit. Eventually, social auditors would require more time for in-depth 

investigation. Unlike accountancy fraud, auditors have protocols to follow and report the 

organisational fraud to local authorities during the audit. When social issue cases within 

organisations were found, a social audit report may be kept within the organisation, especially in 

countries without proper regulations or reporting systems on such issues. If auditors exposed too 
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much in the audit report, that could break the relationship with the organisation, as mentioned 

earlier. This is possibly why social auditors experienced difficulties trying to gain the trust of 

auditees when auditing in developing countries, as the auditees may already had the fore-

knowledge that the regulations (possibly superseded by relationships within the system) or the 

system itself cannot protect them from such issues (Gould, 2005).  

Local culture reflects the common behaviour and belief in any given society. This 

requires auditors to be adaptable and open minded when working within different local or 

organisational cultures. In other words, auditors are required to operate less with possible 

personal perceptions but remain assertive and focused on the audit evidence and verifications. 

Almost all auditors, who have conducted audits in different countries, reflected their view by 

saying “Doing audits in another country, you have to really know the culture”. Some suggested 

hiring local assistance to help. Local knowledge and expertise would be a useful element to assist 

an auditor when analysing and interpreting interviews.  

Even though complicated legislation exists in societies promoting social responsibility or 

sustainability, audits in those societies would appear to have fewer barriers and challenges. For 

regions or countries which have only recently begun to use and implement CSR audits, some 

audits have been found to experience some difficulties as they may conflict in some ways with 

local cultural, or social and economic issues. That could be part of the reason why some 

standards have proved to be difficult to implement in some countries. On the other hand, a study 

showed, “the developing nations were excluded from the design process of standards…the 

existence of the standard disables countries from moving beyond compliance toward more 

stringent environmental goals” (Mol, 2001, p.211). They simply lack incentives to drive the 
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environmental movements (Mol, 2001). Although the newly developed standard, such as ISO 

26000, is a voluntary standard that can increase the suitability of standard implementations 

among individual organisations, the willingness for better environmental and social quality still 

relies on the situational environmental governance, social practices and the economic landscape 

leading to business opportunities or regulation compliances.  
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Conclusions 

Referring back to the original purpose of auditing, it is a process which is designed to 

protect the shareholders and provide a trustworthy validation of the organisation is business. In 

the evolution of audits, it now involves more than just business accounting, but has encountered 

new areas of focus including social, ethical and environmental issues which are more societal 

and individual related. The outcome of audit findings could affect many aspects of life, whether 

it relates to the environment, working conditions, workplace health and safety, or possibly 

hidden ethical issues. Audits have a role to play in driving organisations to improve performance 

in business, social, environmental and CSR management systems. Auditors play a vital role as 

the main checking point in the PDCA cycle of management systems. Nowadays, some auditors, 

including internal 2
nd

 party auditors and governmental auditors, considered their job as a link to 

possibly create bridges between different organisations and to share improvement opportunities 

with each other, provided that no conflict of interest existed. 

In this study, it was concluded that the biggest audit challenge to most auditors was the 

issue of time. Auditors usually have a very tight schedule, imposed by professional practice, and 

can only cover the most important aspects of an organisation. However, audits often require 

more time to be able to see the bigger picture covering all relevant issues, and in especial where 

some audit findings may require to identify the causes of and their possible relationship with 

other issues. It was found that the audit challenges for compliance auditors (environmental or 

social) include client relationships and organisational culture; whereas, audit integrity and local 

cultures are more challenging for CSR assessors and social auditors.  
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In order to perform high quality audits, the auditors needed to strike a balance between 

integrity and reality. This is not a suggestion to loosen up the audit findings, but to have a good 

understanding of the organisational culture to provide appropriate audit findings using an 

evidence-based approach. Moreover, if an organisation really holds itself accountable to its own 

causes, and is willing to change and be guided by ethical practices, auditors would have fewer 

burdens or challenges on their shoulders. The last battle of auditing was related to the social 

culture, economy, and environmental governance. The consequences of globalisation of 

economies also have their effect on social and environmental quality. These aspects should also 

be carefully considered when auditors conduct audits in different countries, especially in the field 

of social audits and CSR assessments (see Figure 6).  

As auditing has evolved from dealing simply with accounting, product quality and health 

and safety to include the environment, social auditing and CSR, more challenges have been 

realised along the way. Auditors required more skill sets and qualifications than before, as well 

as more maturity and varied life experiences, particularly for those involved in social auditing 

and CSR assessment. However, some criteria have never changed. These are the core values of 

integrity, impartiality and ethical auditing (see Table 5). No matter the type of auditor (social, 

environmental or CSR) whether they consider their work as a job or as an interest, it is very 

important that they can practice those core values within the audit work. In the years to come, 

when improvements are fully implemented and the benefits become obvious, this would be the 

time to recognise the proven importance of having auditors working ethically and driving 

organisations (or socially or environmentally) to work for a better and more equitable future.  
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An in-depth level of research can be considered in future on how economies, societies 

and the environments have their effects on the auditing industry.  
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