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		Abstract

		The international expansion of audit firms and their clients coupled with significant auditor labor mobility requires audit firms to coordinate their operations internationally, implying that auditors are often part of foreign audit engagements. Our purpose is to identify behavioral mechanisms affecting audit quality on these engagements. Specifically, we focus on two factors documented in the literature to impact auditor judgment: the leadership climate of the local audit office and the client advocacy attitudes of the individual auditor. We manipulate leadership climate as either a rules- or principles-oriented local audit office and measure client advocacy attitudes to investigate whether their interaction influences auditor judgment in an ambiguous task (a contingent liability disclosure recommendation). Utilizing a sample of experienced U.S. auditors, our results indicate that audit firms can induce greater cognitive effort and less aggressive judgments in foreign audit engagements if they include auditors whose accounting standards-related orientation do not match the local leadership climate. A supplemental experiment using experienced Dutch auditors produce similar results on less aggressive decision-making in a mismatched environment. Our aggregate findings make novel contributions to the literature on audit quality, organizational culture and climate, and client advocacy. 
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