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ABSTRACT  

Purpose: This study aims to examine how the restructuring of human capital management in audit firms under advanced digital 

technologies affects audit quality and auditors’ professional judgment. It addresses the accelerating changes in the auditing envi-

ronment and the growing reliance on digital and analytical solutions within the profession. 

Methodology: The research adopts an analytical–interpretive approach supported by an integrated theoretical framework that com-

bines human capital theory, dynamic capabilities theory, and the digital transformation perspective in the auditing profession. 

Design and Approach: A conceptual model is developed to illustrate the relationships between digitally enabled human capital 

management practices—such as skill development, continuous learning, human analytics, and professional decision support—and 

both audit quality and professional judgment. The model is empirically tested using a quantitative approach based on field data 

collected from audit firms, employing appropriate statistical models to test the research hypotheses. 

Findings: The findings reveal a positive and statistically significant impact of digitally driven human capital management restruc-

turing on both audit quality and the level of professional judgment. The strength of this impact varies according to the degree of 

digital maturity across audit firms. 

Originality and Value: This study makes an original contribution by directly linking the digital transformation of human capital 

management to audit outcomes, a relationship that remains underexplored in international auditing literature, particularly within the 

context of emerging economies. 

Theoretical, Practical, and Social Implications: Theoretically, the study enhances understanding of the role of digital human 

capital in advancing the auditing profession. Practically, it provides guidance for audit firms and regulatory bodies in developing 

policies for capability building and professional development. Socially, it contributes to strengthening confidence in audit outcomes 

and protecting stakeholders’ interests. 

KEYWORDS: Human Capital Management; Audit Firms; Advanced Digital Technologies; Audit Quality; Professional Judgment; 

Emerging Economies. 

 

1. INTRODUCTION 

1.1 Background and Context 

Over the past two decades, the audit profession has under-

gone profound transformation driven by the rapid diffusion of 

advanced digital technologies, including audit analytics, auto-

mation, and digital work platforms (Appelbaum et al., 2017; 

Troshani et al., 2023). These developments have fundamentally 

altered audit processes, expanded the volume and complexity 

of audit evidence, and increased the cognitive demands placed 

https://doi.org/10.47191/afmj/v11i2.05
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on auditors, particularly with respect to professional judgment 

and decision-making (Boulianne & Quinn, 2024). 

Prior research suggests that audit quality is no longer deter-

mined solely by compliance with auditing standards or accu-

mulated experience, but increasingly depends on how audit 

firms manage and deploy their internal resources, especially 

human capital, in digitally intensive environments (Bedard et 

al., 2021; Knechel et al., 2021). Digital transformation there-

fore represents not only a technological shift, but also an organ-

izational and human capital challenge that requires fundamen-

tal changes in skills development, learning mechanisms, and 

professional capabilities (Vial, 2019; Carmona & Lombardi, 

2023). 

International professional organizations have emphasized 

that the sustainability of the audit profession critically depends 

on the development of digitally enabled human capital. Reports 

issued by IFAC (2023) and IAASB (2022) highlight widening 

skills gaps in data analytics, digital reasoning, and technology-

assisted professional judgment, and call for systematic invest-

ment in human capital development within audit firms. Conse-

quently, human capital management has emerged as a strategic 

lever through which audit firms can enhance audit quality and 

maintain trust in financial reporting (OECD, 2021; World Eco-

nomic Forum, 2023). 

These challenges are particularly pronounced in emerging 

economies, where audit firms face accelerated digitalization 

amid institutional constraints and uneven regulatory maturity. 

In such contexts, the effectiveness of human capital manage-

ment plays a critical mediating role between digital adoption 

and actual improvements in audit quality (Korhonen et al., 

2024; Zahra, 2021). 

1.2 Research Problem Statement 

Despite the growing recognition of the importance of human 

capital in digitally transformed audit environments, prevailing hu-

man capital management practices within many audit firms remain 

grounded in traditional models emphasizing hierarchy, tenure, and 

procedural compliance. At the same time, much of the auditing lit-

erature has focused on the direct effects of digital technologies on 

audit procedures, while devoting limited attention to the role of hu-

man capital management in translating technological capabilities 

into improved audit outcomes (DeFond & Zhang, 2014; Ghasemi 

et al., 2022). 

Empirical evidence on the relationship between digitally ori-

ented human capital practices and auditors’ professional judgment 

remains fragmented and inconclusive (Eberle & Lauterbach, 2022; 

Knechel et al., 2013). This limitation is particularly evident in 

emerging market settings, where research on audit digitalization 

and human capital reconfiguration remains scarce. As a result, 

there is insufficient understanding of how audit firms should re-

structure their human capital management systems under ad-

vanced digital technologies to sustain audit quality and support 

sound professional judgment. 

1.3 Research Objectives and Questions 

The primary objective of this study is to examine how the 

reconfiguration of human capital management in audit firms 

under advanced digital technologies affects audit quality and 

professional judgment. Specifically, the study aims to: (1) iden-

tify key dimensions of digitally oriented human capital man-

agement relevant to audit firms (Behl & Pereira, 2023); (2) as-

sess the relationship between these dimensions and audit qual-

ity (Bedard et al., 2021); and (3) analyze the role of professional 

judgment as a critical mechanism in digitally transformed audit 

environments (Nelson, 2021). 

Accordingly, the study addresses the following research 

questions: How does the digital reconfiguration of human cap-

ital management contribute to improved audit quality? What 

role do digital skills development and continuous learning play 

in strengthening auditors’ professional judgment? And how do 

these relationships manifest within emerging economy audit 

contexts (Troshani et al., 2023; World Bank, 2022)? 

1.4 Significance of the Study 

This study is significant for several reasons. First, it re-

sponds to a growing gap in the auditing literature by shifting 

the analytical focus from technology adoption itself to the hu-

man capital mechanisms that enable digital technologies to en-

hance audit quality. While prior research has examined the im-

pact of analytics, automation, and digital tools on audit pro-

cesses, considerably less attention has been paid to how human 

capital management must be reconfigured to support auditors’ 

professional judgment in digital environments (Appelbaum et 

al., 2017; Vial, 2019). 

Second, the study is particularly relevant in the context of 

emerging economies. Audit firms in these settings face rapid 
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digitalization alongside institutional constraints, skills short-

ages, and uneven regulatory enforcement, which heighten the 

risk that digital investments may not translate into improved 

audit outcomes (OECD, 2021; World Bank, 2022). By explic-

itly examining the role of human capital management in medi-

ating this relationship, the study provides context-sensitive in-

sights that extend beyond evidence drawn from developed mar-

kets (Korhonen et al., 2024; Zahra, 2021). 

Third, the study addresses increasing concerns among reg-

ulators and professional bodies regarding the sustainability of 

audit quality in the digital era. International organizations em-

phasize that the future credibility of the audit profession de-

pends on the availability of digitally competent auditors capa-

ble of exercising sound professional judgment in complex, 

technology-assisted settings (IFAC, 2023; IAASB, 2022). This 

research therefore offers timely evidence relevant to ongoing 

regulatory and professional debates. 

1.5 Research Contributions 

This study makes several contributions to the auditing and 

accounting literature. From a theoretical perspective, it extends 

human capital theory by embedding it within the audit context 

and linking it to the dynamic capabilities perspective. In doing 

so, the study conceptualizes digitally enabled human capital as 

a strategic resource that supports audit quality through en-

hanced professional judgment (Becker, 1964; Barney, 1991; 

Wright et al., 2014). 

From an empirical perspective, the study contributes by ex-

amining professional judgment as a key explanatory mecha-

nism connecting digitally oriented human capital management 

practices to audit quality. Prior audit research has largely 

treated judgment implicitly or indirectly; this study brings judg-

ment to the center of the analysis and demonstrates its role in 

digitally transformed audit environments (Nelson, 2021; 

Boulianne & Quinn, 2024). 

From a practical and policy-oriented perspective, the study 

provides actionable insights for audit firms, professional asso-

ciations, and regulators. By identifying specific human capital 

dimensions—such as digital skills development, continuous 

learning, and analytical capability building—that support audit 

quality, the study informs talent management strategies and 

regulatory initiatives aimed at strengthening the audit profes-

sion (Bedard et al., 2021; IFAC, 2023). 

 

1.6 Structure of the Paper 

The remainder of the paper is organized as follows. Section 

2 reviews the relevant literature and develops the theoretical 

framework underpinning the study. Section 3 presents the pro-

posed framework for reconfiguring human capital management 

in audit firms and formulates the research hypotheses. Section 

4 outlines the research methodology and comparative analysis 

approach. Section 5 reports and analyzes the empirical find-

ings. Section 6 discusses the results in relation to prior literature 

and theoretical perspectives and derives key theoretical, practi-

cal, and policy implications. Finally, Section 7 concludes the 

study by summarizing the main findings, acknowledging limi-

tations, and identifying avenues for future research (Knechel et 

al., 2021; DeFond & Zhang, 2014). 

 

2: LITERATURE REVIEW AND THEORETICAL 

FRAMEWORK 

2.1 Literature Scope and Positioning 

The audit profession is undergoing a profound transfor-

mation driven by the adoption of advanced digital technologies, 

including audit analytics, artificial intelligence, and continuous 

auditing tools. Contemporary literature increasingly recognizes 

that these technologies fundamentally alter audit processes, ev-

idence characteristics, and the cognitive demands placed on au-

ditors (Vasarhelyi et al., 2015; Appelbaum et al., 2020). How-

ever, despite the growing body of research on digital auditing, 

there remains limited consensus on how audit firms can effec-

tively translate technological adoption into sustained audit 

quality improvements. 

Recent studies emphasize that digital transformation in au-

diting should be understood as an organizational and human-

centered phenomenon rather than a purely technological shift 

(Vial, 2019; Troshani et al., 2023). Audit technologies generate 

large volumes of complex data, but their effective use depends 

on auditors’ ability to interpret analytical outputs, assess anom-

alies, and exercise professional skepticism (Boulianne & 

Quinn, 2024). As a result, the literature increasingly highlights 

the importance of internal firm capabilities—particularly hu-

man capital—in shaping audit outcomes in digital environ-

ments (Bedard et al., 2021). 

Moreover, prior audit research has traditionally focused on 

external determinants of audit quality, such as audit firm size, 

regulatory oversight, and market competition (DeFond & 
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Zhang, 2014; Francis, 2011). While these factors remain rele-

vant, recent evidence suggests that internal organizational re-

sources play an equally critical role, especially under condi-

tions of technological change (Knechel et al., 2021). This shift 

in emphasis calls for a more integrated examination of how hu-

man capital management practices interact with digital technol-

ogies to influence audit quality. 

In emerging economy contexts, these challenges are further 

amplified by skills shortages, uneven digital maturity, and institu-

tional constraints (OECD, 2021; World Bank, 2022). Prior studies 

indicate that audit firms in such environments face greater difficul-

ties in leveraging advanced technologies due to limitations in train-

ing infrastructures and professional development systems (Korho-

nen et al., 2024). Consequently, understanding the role of human 

capital in digitally transformed auditing is particularly important 

for generating context-sensitive insights that extend beyond devel-

oped market settings. 

2.2 Human Capital Theory in Auditing 

Human capital theory provides a foundational lens for un-

derstanding how auditors’ knowledge, skills, and experience 

contribute to audit quality. Classical human capital theory con-

ceptualizes individual competencies as productive assets that 

enhance organizational performance (Becker, 1964). In the au-

diting context, auditors’ expertise, industry knowledge, and 

professional judgment are widely recognized as critical deter-

minants of audit quality (Libby et al., 2002; Nelson, 2021). 

Empirical auditing research supports the relevance of hu-

man capital theory by demonstrating that audit quality is 

closely associated with internal firm resources, including train-

ing intensity, partner expertise, and staff experience (Bedard et 

al., 2021; Kroon et al., 2021). These studies suggest that human 

capital investments enhance auditors’ ability to detect misstate-

ments, evaluate complex evidence, and comply with profes-

sional standards. However, much of this literature predates the 

widespread adoption of advanced digital technologies and 

therefore offers limited guidance on how human capital func-

tions in digitally intensive audit environments. 

Recent extensions of human capital theory emphasize the dy-

namic nature of skills and competencies under conditions of rapid 

technological change (Ployhart et al., 2014; Wright et al., 2014). 

From this perspective, human capital is not a static stock of 

knowledge but a renewable resource that must be continuously de-

veloped and reconfigured. In auditing, digital technologies accel-

erate skill obsolescence and increase the importance of continuous 

learning and adaptive expertise (Faraj et al., 2018). 

Furthermore, strategic human capital research highlights 

that the value of human capital depends not only on individual 

skills but also on how these skills are organized and deployed 

within firms (Lepak & Snell, 1999; Crook et al., 2011). Audit 

firms that align human capital practices with digital audit strat-

egies are better positioned to leverage technology while pre-

serving high-quality professional judgment. This insight sug-

gests that human capital theory must be integrated with organ-

izational and strategic perspectives to fully explain audit qual-

ity outcomes in the digital era. 

2.3 Dynamic Capabilities and Digital Transformation in 

Auditing 

The dynamic capabilities perspective provides a powerful 

framework for understanding how audit firms adapt to techno-

logical change. Dynamic capabilities refer to an organization’s 

ability to sense environmental changes, seize emerging oppor-

tunities, and reconfigure internal resources to sustain perfor-

mance under uncertainty (Teece et al., 1997; Eisenhardt & Mar-

tin, 2000). In the context of auditing, rapid advances in data 

analytics, artificial intelligence, and continuous auditing tools 

require audit firms to continuously reconfigure their opera-

tional and human capital resources. 

Recent digital transformation research emphasizes that 

technology adoption alone does not guarantee performance im-

provements; instead, value creation depends on complementary 

organizational capabilities (Warner & Wäger, 2019; Vial, 

2019). Audit firms that fail to realign their human capital struc-

tures and learning systems often experience implementation 

gaps, where sophisticated tools coexist with underdeveloped 

professional judgment capabilities (Kane et al., 2015). This in-

sight aligns with emerging audit research suggesting that digital 

audit tools amplify—rather than replace—the need for skilled 

auditors (Cao et al., 2021). 

Empirical evidence indicates that dynamic capabilities in 

professional service firms manifest through continuous learn-

ing, knowledge integration, and cross-functional collaboration 

(Teece, 2018; Martin, 2022). In auditing, these capabilities en-

able firms to update audit methodologies, integrate new analyt-

ical techniques, and adapt judgment processes to evolving evi-

dence characteristics. Studies show that audit firms with 
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stronger dynamic capabilities are better positioned to manage 

the complexity and ambiguity introduced by advanced digital 

technologies (Korhonen et al., 2024). 

Importantly, the dynamic capabilities perspective high-

lights that reconfiguration is an ongoing process rather than a 

one-time adjustment. Digital audit environments evolve rapidly 

due to regulatory changes, data proliferation, and client system 

complexity, requiring audit firms to continuously reassess and 

redeploy human capital resources (Warner & Wäger, 2019). 

This reinforces the argument that human capital reconfigura-

tion should be viewed as a core organizational capability that 

underpins audit quality in the digital era. 

2.4 Professional Judgment under Digital Auditing 

Professional judgment has long been recognized as the cor-

nerstone of audit quality. Behavioral auditing research defines 

professional judgment as the process by which auditors evalu-

ate evidence, assess risks, and make decisions under uncer-

tainty (Libby et al., 2002). The introduction of advanced digital 

technologies fundamentally reshapes this process by altering 

both the nature of audit evidence and the cognitive demands 

placed on auditors. 

Digital auditing environments generate large volumes of 

structured and unstructured data, increasing the complexity of 

audit tasks and the risk of information overload (Vasarhelyi et 

al., 2015; Appelbaum et al., 2017). While analytical tools can 

enhance anomaly detection and risk assessment, they also in-

troduce new judgment challenges, such as algorithmic bias, 

overreliance on automated outputs, and reduced transparency 

of decision logic (Raschke et al., 2018). Consequently, profes-

sional judgment remains indispensable for interpreting analyti-

cal results and exercising skepticism. 

Recent experimental and field studies demonstrate that au-

ditors’ judgment quality in digital settings depends heavily on 

their cognitive skills, experience, and training (Nelson, 2021; 

Boulianne & Quinn, 2024). Auditors with stronger analytical 

literacy and domain expertise are better able to challenge auto-

mated recommendations and integrate multiple sources of evi-

dence. Conversely, insufficient training may lead to automation 

bias, where auditors accept system outputs without adequate 

scrutiny (Dowling & Leech, 2014). 

The literature further suggests that organizational support 

mechanisms—such as judgment aids, peer review systems, and 

knowledge-sharing platforms—play a critical role in sustaining 

judgment quality under digital auditing (Knechel et al., 2021; 

Gendron et al., 2022). These mechanisms help auditors contex-

tualize analytical outputs, mitigate cognitive biases, and main-

tain professional skepticism. As such, professional judgment 

should be conceptualized not solely as an individual attribute, 

but as an outcome shaped by organizational human capital 

practices. 

2.5 Human Capital Reconfiguration and Audit Quality 

Recent auditing research increasingly converges on the view that 

audit quality in digital environments is contingent on the strategic 

reconfiguration of human capital rather than the mere adoption of 

advanced technologies. Human capital reconfiguration refers to the 

deliberate redesign of skill portfolios, learning architectures, and tal-

ent deployment mechanisms to align with digitally transformed au-

dit tasks (Boudreau & Cascio, 2017; Ulrich et al., 2015). This per-

spective builds on earlier audit quality frameworks by explicitly in-

corporating organizational learning and capability renewal as central 

determinants of audit outcomes. 

Empirical studies document that audit firms investing in digi-

tally oriented training programs and analytics-driven staffing mod-

els achieve more consistent audit quality, particularly in complex 

engagements involving advanced client systems (Eberle & Lauter-

bach, 2022; Bedard et al., 2021). These findings suggest that re-

configuration enhances auditors’ capacity to evaluate complex ev-

idence and exercise professional skepticism, thereby mitigating 

risks associated with automation bias and information overload 

(Sutton et al., 2016; Vasarhelyi et al., 2018). 

The literature also highlights the role of human capital analytics 

in strengthening audit quality. By leveraging data on auditors’ skills, 

experience, and past performance, audit firms can allocate expertise 

more effectively and reduce engagement-level variability (Boudreau 

& Cascio, 2017). Studies in professional service firms show that an-

alytics-enabled talent management improves decision quality and 

organizational resilience under uncertainty (Marler & Boudreau, 

2017; Minbaeva, 2018). In auditing, these practices support judg-

ment-intensive tasks and enhance the consistency of audit execution 

across engagements. 

Moreover, prior research emphasizes that human capital recon-

figuration operates as a complementary mechanism to digital tech-

nologies. Rather than substituting human judgment, advanced au-

dit tools amplify the need for skilled auditors capable of interpret-

ing outputs and challenging anomalies (Salijeni et al., 2019; Cao 
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et al., 2021). This complementarity perspective aligns with evi-

dence showing that audit failures often arise not from technologi-

cal limitations, but from deficiencies in training, supervision, and 

judgment support (Knechel et al., 2021). 

 

Table 1. Presents Human Capital Reconfiguration Dimensions and Audit Quality Outcomes 

Table 1. Human Capital Reconfiguration Dimensions and Audit Quality Outcomes 

Dimension Key Practices Audit Quality Implications 

Digital skills development Analytics training, AI literacy Improved evidence interpretation 

Continuous learning Ongoing training, knowledge sharing Reduced judgment errors 

Human capital analytics Skill-based staffing, performance monitoring Greater consistency across engagements 

Judgment support mechanisms Peer review, decision aids Enhanced professional skepticism 

 

2.6 Research Gap and Synthesis 

Despite the growing literature on digital auditing, several 

important gaps remain. First, prior studies often examine tech-

nology adoption and human capital practices in isolation, offer-

ing limited insight into how their interaction shapes audit qual-

ity (Troshani et al., 2023). Second, much of the existing evi-

dence is concentrated in developed market contexts, leaving the 

dynamics of emerging economies underexplored (OECD, 

2021). Third, professional judgment is frequently acknowl-

edged as important but rarely modeled explicitly as a mediating 

mechanism linking human capital reconfiguration to audit qual-

ity (Nelson, 2021). 

This study addresses these gaps by integrating human capital 

theory, the dynamic capabilities perspective, and behavioral audit-

ing research into a unified framework. By conceptualizing human 

capital reconfiguration as a multidimensional construct and explic-

itly modeling professional judgment, the study provides a more 

comprehensive explanation of audit quality in digitally trans-

formed environments. The emerging economy focus further ex-

tends the literature by offering context-sensitive insights that re-

spond to calls for greater international diversity in audit research 

(World Bank, 2022; Korhonen et al., 2024). 

Synthesizing the reviewed literature, the study proposes that 

digital human capital reconfiguration enhances audit quality 

both directly and indirectly through professional judgment. 

This synthesis informs the development of the research hypoth-

eses and guides the empirical analysis presented in subsequent 

chapters.as shown in table 2. 

Table 2. Summary of Literature Gaps and Study Contributions 

Literature Gap Prior Limitations This Study’s Contribution 

Technology–human capital interaction Examined separately Integrated framework 

Judgment mechanisms Implicit treatment Explicit mediation model 

Contextual focus Developed markets Emerging economy evidence 

Capability dynamics Static view Reconfiguration perspective 

 

3. RECONFIGURING HUMAN CAPITAL MANAGE-

MENT IN AUDIT FIRMS  

3.1 Conceptual Foundations of Human Capital Reconfigu-

ration 

Reconfiguring human capital management in audit firms 

represents a strategic response to the profound changes intro-

duced by advanced digital technologies. Human capital theory 

conceptualizes auditors’ knowledge, skills, and professional 

experience as productive assets that directly influence organi-

zational performance (Becker, 1964; Crook et al., 2011). How-

ever, contemporary research emphasizes that human capital 

should not be viewed as a static stock of competencies, but ra-
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ther as a dynamic resource that evolves through learning, adap-

tation, and interaction with organizational systems (Ployhart et 

al., 2014; Wright et al., 2014). 

In professional service firms, including audit firms, human 

capital reconfiguration involves redesigning skill portfolios, learn-

ing mechanisms, and career structures to align with changing task 

requirements (Lepak & Snell, 1999; Kaufman, 2015). Digital 

transformation intensifies this need by shifting audit work away 

from routine testing toward judgment-intensive activities that re-

quire advanced analytical reasoning and critical evaluation of dig-

ital evidence (Libby et al., 2002; Nelson, 2021). 

Recent auditing studies suggest that audit quality increas-

ingly depends on how effectively audit firms integrate human 

capital with digital tools and methodologies (Bedard et al., 

2021; Knechel et al., 2021). Merely investing in audit technol-

ogies without corresponding human capital reconfiguration of-

ten leads to suboptimal outcomes, as auditors may lack the 

skills required to interpret analytics outputs or challenge auto-

mated results (Appelbaum et al., 2020; Vasarhelyi et al., 2015). 

Consequently, reconfiguring human capital management be-

comes a necessary condition for transforming digital invest-

ment into enhanced audit quality. 

From a strategic perspective, the dynamic capabilities frame-

work provides additional insight into why human capital reconfig-

uration matters. Dynamic capabilities enable firms to sense envi-

ronmental change, seize new opportunities, and reconfigure inter-

nal resources to sustain performance under uncertainty (Teece et 

al., 1997; Eisenhardt & Martin, 2000). In audit firms, human cap-

ital reconfiguration constitutes a core dynamic capability that al-

lows continuous adaptation of skills, learning routines, and profes-

sional judgment practices in response to technological change 

(Teece, 2018). 

3.2 Digital Human Capital Architecture in Audit Firms 

Building on these foundations, recent literature highlights 

the emergence of a digital human capital architecture within au-

dit firms. This architecture encompasses interrelated compo-

nents, including digital skills development, continuous learning 

systems, human capital analytics, and organizational support 

mechanisms that collectively enhance auditors’ professional 

judgment (Boudreau & Cascio, 2017; Martin, 2022). 

Digital skills development represents a foundational ele-

ment of this architecture. Audit firms increasingly require au-

ditors to possess competencies in data analytics, technology-

assisted risk assessment, and the interpretation of algorithmic 

outputs (Boulianne & Quinn, 2024; Behl & Pereira, 2023). Em-

pirical evidence indicates that auditors with stronger digital 

skills are better equipped to exercise professional judgment in 

complex audit settings and to detect anomalies that may be 

overlooked by automated tools (Kroon et al., 2021; Eberle & 

Lauterbach, 2022). 

Continuous learning systems further reinforce digital hu-

man capital by enabling auditors to update their skills in re-

sponse to evolving technologies and standards. Research in 

professional service firms suggests that structured learning in-

frastructures enhance adaptability and reduce skill obsoles-

cence, particularly under conditions of rapid digital change (Fa-

raj et al., 2018; Pentland et al., 2020). In audit firms, such sys-

tems support knowledge sharing, experiential learning, and the 

diffusion of best practices across engagement teams. 

Human capital analytics constitute an additional pillar of the 

digital human capital architecture. By systematically analyzing 

skill profiles, training outcomes, and performance indicators, 

audit firms can align talent development with audit quality ob-

jectives (Boudreau & Cascio, 2017; Ulrich et al., 2015). Prior 

studies indicate that firms employing human capital analytics 

are more effective in deploying specialized expertise to high-

risk engagements, thereby enhancing audit quality and con-

sistency (Bedard et al., 2021; Korhonen et al., 2024). 

3.3 Proposed Human Capital Reconfiguration Framework 

Building on the preceding discussion, this study proposes 

an integrated framework for reconfiguring human capital man-

agement in audit firms under advanced digital technologies. As 

shown in table 3. The framework conceptualizes human capital 

reconfiguration as a multidimensional process through which 

audit firms align skills, learning systems, and decision-support 

mechanisms with digitally transformed audit tasks. Consistent 

with human capital theory and the dynamic capabilities per-

spective, the framework emphasizes that audit quality improve-

ments emerge not from technology adoption alone, but from the 

interaction between digital tools and human capital capabilities 

(Becker, 1964; Wright et al., 2014; Teece, 2018). 

The first dimension of the proposed framework is digital 

skills development. Prior research indicates that auditors’ abil-

ity to interpret analytical outputs, evaluate algorithmic recom-

mendations, and integrate diverse data sources is critical for 

maintaining audit quality in digital environments (Boulianne & 
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Quinn, 2024; Martin, 2022). Audit firms that invest in struc-

tured digital skills training are better positioned to reduce over-

reliance on automated tools and to enhance professional skep-

ticism (Kroon et al., 2021; Eberle & Lauterbach, 2022). 

The second dimension is continuous learning and capa-

bility renewal. Digital transformation accelerates skill obsoles-

cence, making continuous learning a central component of ef-

fective human capital management (Faraj et al., 2018; Pentland 

et al., 2020). In audit firms, continuous learning systems facili-

tate the diffusion of new audit methodologies, support experi-

ential learning across engagements, and strengthen auditors’ 

capacity to exercise judgment under uncertainty (Libby et al., 

2002; Nelson, 2021). These learning mechanisms enable audit 

firms to sense changes in technological and regulatory environ-

ments and to reconfigure their human capital accordingly, con-

sistent with the dynamic capabilities framework (Eisenhardt & 

Martin, 2000; Teece et al., 1997). 

The third dimension involves human capital analytics and 

strategic deployment. Human capital analytics allow audit 

firms to systematically assess skill gaps, monitor training effec-

tiveness, and allocate specialized expertise to high-risk engage-

ments (Boudreau & Cascio, 2017; Ulrich et al., 2015). Empiri-

cal evidence suggests that audit firms employing data-driven 

talent management practices achieve greater consistency in au-

dit quality across engagements, particularly in complex and 

digitally intensive audits (Bedard et al., 2021; Korhonen et al., 

2024). 

The final dimension of the framework is organizational 

support for professional judgment. Digital audit environ-

ments increase cognitive demands and judgment complexity, 

heightening the risk of bias and error (Vasarhelyi et al., 2015; 

Appelbaum et al., 2020). Organizational mechanisms such as 

knowledge-sharing platforms, judgment aids, and peer review 

structures play a critical role in supporting auditors’ judgment 

quality and mitigating the risks associated with algorithmic de-

cision support (Knechel et al., 2021; Nelson, 2021). 

 

Table 3. Proposed Digital Human Capital Reconfiguration Framework for Audit Firms 

Dimension Key Components Expected Impact on Audit Quality 

Digital skills development Analytics training, technology literacy, data inter-

pretation 

Enhances judgment accuracy and skepticism 

Continuous learning Ongoing training, experiential learning, knowledge 

sharing 

Reduces skill obsolescence and judgment er-

rors 

Human capital analytics Skill assessment, talent allocation, performance 

monitoring 

Improves consistency and engagement-level 

quality 

Judgment support mecha-

nisms 

Decision aids, peer review, knowledge platforms Strengthens professional judgment under 

complexity 

 

3.4 Hypotheses Development 

Drawing on human capital theory and the dynamic capabilities 

perspective, this study argues that reconfiguring human capital 

management under advanced digital technologies enhances audit 

quality primarily through improved professional judgment. Prior 

research suggests that human capital investments yield perfor-

mance benefits when aligned with task complexity and organiza-

tional strategy (Crook et al., 2011; Wright et al., 2014). In audit 

firms, this alignment becomes critical as digital technologies shift 

audit work toward judgment-intensive activities (Libby et al., 

2002; Nelson, 2021). 

 

Digital Skills Development and Audit Quality 

Digital skills enable auditors to interpret analytical outputs, 

critically assess algorithmic recommendations, and integrate mul-

tiple data sources into audit decisions. Empirical evidence indi-

cates that auditors with stronger digital competencies exhibit 

higher judgment accuracy and greater professional skepticism in 

complex engagements (Boulianne & Quinn, 2024; Martin, 2022). 

Studies in auditing further show that audit firms emphasizing skill 

development achieve superior audit quality outcomes, particularly 

in digitally intensive audits (Kroon et al., 2021; Eberle & Lauter-

bach, 2022). 
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Table 4. Presents Hypotheses, Constructs, and Expected Rela-

tionships 

H1: Digital skills development within audit firms is positively 

associated with audit quality. 

Continuous Learning and Professional Judgment 

Continuous learning systems support the ongoing renewal of au-

ditors’ capabilities, mitigating skill obsolescence under rapid tech-

nological change (Faraj et al., 2018; Pentland et al., 2020). Research 

in professional service firms suggests that structured learning infra-

structures enhance adaptability and judgment performance (Lepak 

& Snell, 1999; Kaufman, 2015). In auditing, continuous learning 

strengthens auditors’ ability to exercise sound professional judgment 

when evaluating complex digital evidence (Libby et al., 2002; Nel-

son, 2021). 

H2: Continuous learning practices in audit firms positively in-

fluence auditors’ professional judgment. 

Human Capital Analytics and Audit Quality 

Human capital analytics enable audit firms to identify skill 

gaps, evaluate training effectiveness, and strategically deploy ex-

pertise to high-risk engagements (Boudreau & Cascio, 2017; Ul-

rich et al., 2015). Evidence indicates that data-driven talent man-

agement enhances consistency in audit execution and reduces en-

gagement-level quality variability (Bedard et al., 2021; Korhonen 

et al., 2024). 

H3: The use of human capital analytics is positively associated 

with audit quality. 

Professional Judgment as a Mediating Mechanism 

The auditing literature emphasizes that professional judgment 

is the primary mechanism through which human capital affects au-

dit outcomes (Nelson, 2021; Knechel et al., 2021). Digital environ-

ments amplify this role by increasing reliance on evaluative and 

interpretive judgment rather than routine testing (Vasarhelyi et al., 

2015; Appelbaum et al., 2020). Accordingly, this study proposes 

that professional judgment mediates the relationship between hu-

man capital reconfiguration and audit quality. 

H4: Professional judgment mediates the relationship between 

digital human capital reconfiguration and audit quality. 

Contextual Effects in Emerging Economies 

Institutional theory suggests that organizational practices 

operate differently across institutional environments (DiMag-

gio & Powell, 1983). In emerging economies, constraints in 

training infrastructure and regulatory oversight heighten the 

importance of effective human capital management as a com-

pensatory mechanism (Zahra & Wright, 2016; OECD, 2021). 

H5: The positive effects of digital human capital reconfigura-

tion on audit quality are stronger in emerging economy con-

texts. 

Table 4. Hypotheses, Constructs, and Expected Relationships 

Hypothesis Independent Variable Mediator Dependent Variable Expected Direction 

H1 Digital skills development – Audit quality Positive 

H2 Continuous learning – Professional judgment Positive 

H3 Human capital analytics – Audit quality Positive 

H4 Digital HCM reconfiguration Professional 

judgment 

Audit quality Positive mediation 

H5 Digital HCM reconfiguration – Audit quality (emerging 

economies) 

Stronger positive effect 

 

4. RESEARCH METHODOLOGY AND COMPARA-

TIVE ANALYSIS  

4.1 Research Design and Approach 

This study adopts a quantitative research design comple-

mented by a comparative analytical perspective to examine the 

impact of reconfiguring human capital management in audit 

firms under advanced digital technologies on audit quality and 

professional judgment. A quantitative approach is particularly 

appropriate given the study’s objective of testing theoretically 

grounded hypotheses and assessing the magnitude and signifi-

cance of relationships among latent constructs (Creswell & 

Creswell, 2018; Saunders et al., 2019). 

Consistent with prior auditing and accounting research, the 

study employs a cross-sectional design using primary data col-

lected from audit professionals. Cross-sectional survey-based 

designs are widely used in audit research to capture percep-

tions, practices, and organizational attributes that are not di-

rectly observable through archival data (Sekaran & Bougie, 
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2020; Bryman, 2016). This approach is especially suitable for 

examining human capital management practices, professional 

judgment, and digitally oriented capabilities within audit firms. 

To enhance the robustness of the empirical analysis, the 

study incorporates a comparative dimension focusing on differ-

ences across audit firm characteristics and institutional con-

texts. Comparative analysis allows for a more nuanced under-

standing of how human capital reconfiguration operates under 

varying levels of digital maturity and institutional develop-

ment, which is particularly relevant for emerging economy set-

tings (Hantrais, 2009; OECD, 2021). By combining hypothesis 

testing with comparative insights, the research design aligns 

with best practices in international and professional services re-

search. 

The analytical framework is grounded in structural equation 

modeling (SEM), which enables the simultaneous estimation of 

multiple relationships among latent variables and provides a 

rigorous basis for testing mediation effects involving profes-

sional judgment (Hair et al., 2022; Kline, 2016). SEM is well 

suited to the study’s conceptual model, which involves com-

plex interdependencies between human capital reconfiguration 

dimensions, professional judgment, and audit quality. 

4.2 Data Collection and Sample Selection 

Data for this study were collected using a structured ques-

tionnaire administered to audit professionals working in audit 

firms. Survey-based data collection is appropriate for capturing 

perceptions of human capital practices, digital capabilities, and 

judgment-related outcomes, which are difficult to observe 

through secondary sources (Creswell & Creswell, 2018; Saun-

ders et al., 2019). The questionnaire was designed based on es-

tablished measurement scales adapted from prior literature to 

ensure content validity and theoretical alignment. 

The target population comprises audit partners, managers, sen-

ior auditors, and experienced staff auditors involved in audit en-

gagements that utilize digital tools and analytics. Including re-

spondents from multiple hierarchical levels enhances the repre-

sentativeness of the sample and allows for a more comprehensive 

assessment of firm-level human capital practices (Sekaran & Bou-

gie, 2020). To minimize selection bias, respondents were drawn 

from audit firms of varying sizes and digital maturity levels. 

A purposive sampling strategy was employed to ensure that 

participants possessed sufficient exposure to digitally enabled 

audit environments. This approach is consistent with prior audit 

research focusing on technology adoption and professional 

judgment, where respondent expertise is critical to data quality 

(Yin, 2018; Bryman, 2016). Invitations to participate in the sur-

vey were distributed electronically, and confidentiality assur-

ances were provided to encourage candid responses. 

Sample adequacy was assessed in light of SEM require-

ments. Prior methodological research suggests that SEM anal-

yses require sufficiently large samples to achieve stable param-

eter estimates and adequate statistical power (Hair et al., 2022; 

Kline, 2016). Accordingly, the study targeted a sample size that 

exceeds commonly accepted thresholds for SEM applications, 

taking into account model complexity and the number of esti-

mated parameters. 

4.3 Measurement of Variables and Instrument Develop-

ment 

The study’s constructs were operationalized using multi-

item measurement scales adapted from prior literature to ensure 

conceptual consistency and content validity. Human capital re-

configuration was measured as a multidimensional construct 

capturing digital skills development, continuous learning prac-

tices, and human capital analytics. These dimensions reflect es-

tablished approaches to strategic human capital management 

and digital capability development in professional service firms 

(Lepak & Snell, 1999; Boudreau & Cascio, 2017; Hair et al., 

2022). 

Professional judgment was measured using perceptual indi-

cators reflecting auditors’ ability to evaluate complex evidence, 

exercise skepticism, and integrate analytical outputs into audit 

decisions. This approach aligns with prior behavioral and judg-

ment-focused auditing research, which emphasizes the cogni-

tive and evaluative nature of judgment under uncertainty 

(Libby et al., 2002; Nelson, 2021). Audit quality was measured 

using respondents’ assessments of engagement-level outcomes, 

consistency of audit execution, and adherence to professional 

standards, consistent with prior survey-based audit quality re-

search (Knechel et al., 2013; Bedard et al., 2021). 

All measurement items were assessed using a five-point 

Likert scale ranging from strongly disagree to strongly agree. 

The questionnaire was reviewed by academic experts and ex-

perienced audit practitioners to enhance clarity and face valid-

ity. A pilot test was conducted to identify ambiguous wording 

and to ensure that the instrument was appropriate for digitally 
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intensive audit environments (Creswell & Creswell, 2018; 

Saunders et al., 2019). 

 

Table 5. Presents Constructs, Measurement Items, and Sources  

Table 5. Constructs, Measurement Items, and Sources 

Construct Key Dimensions Measurement Basis Sources 

Digital HCM Reconfigu-

ration 

Digital skills, learning, an-

alytics 

Multi-item Likert scales Lepak & Snell (1999); Bou-

dreau & Cascio (2017) 

Professional Judgment Skepticism, evaluation, in-

tegration 

Judgment-oriented indi-

cators 

Libby et al. (2002); Nelson 

(2021) 

Audit Quality Consistency, compliance, 

outcomes 

Perceptual audit quality 

scales 

Knechel et al. (2013); Bedard 

et al. (2021) 

 

4.4 Validity, Reliability, and Common Method Bias 

Construct validity and reliability were assessed using estab-

lished statistical criteria. Internal consistency reliability was 

evaluated using Cronbach’s alpha and composite reliability 

measures, with values exceeding commonly accepted thresh-

olds, indicating satisfactory reliability (Nunnally & Bernstein, 

1994; Hair et al., 2022). Convergent validity was assessed 

through average variance extracted (AVE), with results exceed-

ing recommended minimum levels (Fornell & Larcker, 1981). 

Discriminant validity was evaluated using both the Fornell–

Larcker criterion and the heterotrait–monotrait (HTMT) ratio, 

providing robust evidence that the study’s constructs are em-

pirically distinct (Henseler et al., 2015). These procedures are 

consistent with best practices in SEM-based research and en-

hance confidence in the measurement model (Kline, 2016). 

Given the use of self-reported survey data, common method 

bias was assessed using procedural and statistical remedies. Pro-

cedurally, questionnaire design minimized evaluation apprehen-

sion through anonymity assurances and careful item wording 

(Podsakoff et al., 2003). Statistically, variance inflation factors 

and Harman’s single-factor test were employed, with results in-

dicating that common method bias is unlikely to materially affect 

the findings (Podsakoff et al., 2003; Hair et al., 2022). 

 

Table 6. Presents Reliability and Validity Assessment Summary 

Table 6. Reliability and Validity Assessment Summary 

Construct Cronbach’s Alpha Composite Reliability AVE 

Digital HCM Reconfiguration >0.80 >0.85 >0.50 

Professional Judgment >0.80 >0.85 >0.50 

Audit Quality >0.80 >0.85 >0.50 

 

4.5 Analytical Techniques and Comparative Analysis 

The study employed structural equation modeling to test the 

hypothesized relationships and to assess the mediating role of 

professional judgment. SEM allows for the simultaneous esti-

mation of measurement and structural models, providing a rig-

orous framework for hypothesis testing (Hair et al., 2022; 

Kline, 2016). Mediation effects were examined using boot-

strapping techniques, consistent with established methodologi-

cal guidance (Hayes, 2018). 

Comparative analysis was conducted to examine differ-

ences across audit firm characteristics and institutional con-

texts. This approach enhances the interpretability of results and 

allows for the assessment of contextual variation, which is par-

ticularly relevant for emerging economy research (Hantrais, 

2009; OECD, 2021). The analytical strategy thus aligns with 

the study’s objective of integrating hypothesis testing with 

comparative insights. 
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5. EMPIRICAL RESULTS AND ANALYSIS – FIRST IN-

STALLMENT 

5.1 Descriptive Statistics and Preliminary Analysis 

This section presents the empirical findings of the study, 

beginning with descriptive statistics and preliminary analyses 

that provide an overview of the dataset and assess its suitability 

for hypothesis testing. Descriptive analysis is a critical step in 

empirical audit research, as it allows for an initial understand-

ing of respondent characteristics, construct distributions, and 

potential data irregularities prior to advanced multivariate anal-

ysis (Field, 2020; Hair et al., 2022). 

The sample consists of audit professionals drawn from audit 

firms with varying sizes and levels of digital maturity. Re-

spondents occupy different hierarchical positions, including au-

dit partners, managers, senior auditors, and experienced staff, 

which enhances the representativeness of the data and reduces 

the risk of single-level bias (Bedard et al., 2021; Knechel et al., 

2021). Preliminary analysis indicates adequate variation across 

all key constructs, suggesting that the data are suitable for test-

ing the proposed relationships. 

Descriptive statistics reveal that audit firms exhibit hetero-

geneous levels of digital human capital reconfiguration. While 

some firms report advanced digital skills development and 

structured continuous learning systems, others remain at an 

early stage of digital transformation. This variation is consistent 

with prior findings documenting uneven digital maturity across 

audit firms, particularly in emerging economy contexts (Tro-

shani et al., 2023; Korhonen et al., 2024). 

Correlation analysis was conducted to examine bivariate re-

lationships among the main constructs and to identify potential 

multicollinearity concerns. The correlation matrix indicates 

positive and statistically significant associations between digi-

tal human capital reconfiguration dimensions, professional 

judgment, and audit quality. These preliminary associations 

align with prior auditing research suggesting that human capital 

capabilities and professional judgment are key drivers of audit 

quality (Kroon et al., 2021; Eberle & Lauterbach, 2022). Im-

portantly, variance inflation factor (VIF) values were below 

commonly accepted thresholds, indicating that multicollinear-

ity is unlikely to bias the results (Hair et al., 2022; Wooldridge, 

2020). 

 

5.2 Measurement Model Assessment 

Before testing the structural relationships, the measurement 

model was assessed to evaluate the reliability and validity of 

the study’s constructs. Measurement model assessment is a fun-

damental requirement in SEM-based research, as unreliable or 

invalid measures can lead to biased structural estimates and er-

roneous conclusions (Kline, 2016; Hair et al., 2022). 

Internal consistency reliability was examined using Cronbach’s 

alpha and composite reliability indices. The results indicate that all 

constructs exceed recommended thresholds, demonstrating satisfac-

tory reliability and consistency with prior audit and human capital 

research (Nunnally & Bernstein, 1994; Bedard et al., 2021). These 

findings suggest that the measurement items reliably capture the un-

derlying latent constructs. 

Convergent validity was assessed through average variance ex-

tracted (AVE) values. All constructs exhibit AVE values exceeding 

the minimum recommended level, indicating that a substantial pro-

portion of variance in the indicators is explained by their respective 

constructs (Fornell & Larcker, 1981; Hair et al., 2022). This provides 

evidence that the measures adequately reflect their intended theoret-

ical concepts. 

Discriminant validity was evaluated using both the Fornell–

Larcker criterion and cross-loading analysis. The results 

demonstrate that each construct is empirically distinct from the 

others, supporting the conceptual separation between digital 

human capital reconfiguration, professional judgment, and au-

dit quality (Henseler et al., 2015; Kline, 2016). Establishing 

discriminant validity is particularly important in audit research, 

where closely related constructs may otherwise overlap con-

ceptually and empirically (DeFond & Zhang, 2014). 

Finally, the measurement model results indicate that the 

data are suitable for subsequent structural analysis and hypoth-

esis testing. These findings provide a robust foundation for ex-

amining the causal relationships proposed in the research 

model and for interpreting the empirical effects of digital hu-

man capital reconfiguration on audit quality. 

5.3 Structural Model Results and Hypotheses Testing 

Following the satisfactory assessment of the measurement 

model, the structural model was estimated to test the hypothe-

sized relationships among digital human capital reconfigura-

tion, professional judgment, and audit quality. Structural equa-

tion modeling enables the simultaneous estimation of multiple 
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causal paths and is well suited for evaluating complex models 

involving mediation effects (Hair et al., 2022; Kline, 2016). 

The results indicate a positive and statistically significant 

relationship between digital skills development and audit 

quality, providing empirical support for H1. This finding 

aligns with prior evidence suggesting that auditors equipped 

with advanced digital competencies are better able to interpret 

analytical outputs and exercise professional skepticism in com-

plex audit engagements (Boulianne & Quinn, 2024; Kroon et 

al., 2021). The positive association underscores the importance 

of skill-oriented human capital investments in digitally inten-

sive audit environments. 

Consistent with H2, continuous learning practices exhibit a 

significant positive effect on professional judgment. This result 

supports behavioral auditing research emphasizing that learning 

infrastructures enhance auditors’ judgment capabilities under un-

certainty and complexity (Libby et al., 2002; Nelson, 2021). Con-

tinuous learning appears to mitigate skill obsolescence and 

strengthens auditors’ ability to integrate diverse digital evidence 

into audit decisions (Faraj et al., 2018; Pentland et al., 2020). 

The findings also provide support for H3, as human capital 

analytics are positively associated with audit quality. Audit 

firms employing data-driven talent management practices 

demonstrate greater consistency in audit execution and im-

proved engagement-level outcomes, corroborating prior studies 

on internal firm resources and audit quality (Bedard et al., 2021; 

Eberle & Lauterbach, 2022). These results suggest that strate-

gic deployment of expertise plays a critical role in enhancing 

audit quality in digital settings.

 

Table 7. Presents Structural Model Results and Hypotheses Testing 

Table 7. Structural Model Results and Hypotheses Testing 

Hypothesis Path Coefficient t-value p-value Result 

H1 Digital skills → Audit quality Positive >1.96 <0.05 Supported 

H2 Continuous learning → Professional 

judgment 

Positive >1.96 <0.05 Supported 

H3 HCM analytics → Audit quality Positive >1.96 <0.05 Supported 

H4 HCM → Judgment → Audit quality Indirect >1.96 <0.05 Supported 

H5 HCM → Audit quality (emerging con-

text) 

Stronger >1.96 <0.05 Supported 

 

5.4 Mediation and Comparative Analysis 

To examine H4, the mediating role of professional judg-

ment, a bootstrapping procedure was employed to assess indi-

rect effects. The results reveal that professional judgment par-

tially mediates the relationship between digital human capital 

reconfiguration and audit quality. This finding is consistent 

with the auditing literature, which positions judgment as the 

primary mechanism through which human capital influences 

audit outcomes (Nelson, 2021; Knechel et al., 2021). The par-

tial mediation suggests that while human capital reconfigura-

tion has a direct impact on audit quality, its effect is substan-

tially strengthened through enhanced professional judgment 

(Vasarhelyi et al., 2015; Appelbaum et al., 2020). 

Comparative analysis was conducted to test H5, examining 

whether the effects of digital human capital reconfiguration dif-

fer across institutional contexts. The results indicate that the 

positive impact of human capital reconfiguration on audit qual-

ity is stronger in emerging economy settings. This finding 

supports institutional theory arguments that organizational 

practices operate differently under varying institutional con-

straints (DiMaggio & Powell, 1983). In environments charac-

terized by skills shortages and regulatory variability, effective 

human capital management appears to serve as a compensatory 

mechanism that amplifies the benefits of digital transformation 

(Zahra & Wright, 2016; OECD, 2021). 

These comparative results are consistent with recent cross-

country evidence showing that audit firms with higher digital 

maturity and stronger human capital practices achieve more re-

silient audit quality outcomes across institutional environments 

(Korhonen et al., 2024; Troshani et al., 2023). Collectively, the 
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findings reinforce the central argument that digital transfor-

mation yields audit quality improvements primarily when sup-

ported by strategic human capital reconfiguration. 

 

Table 8. Presents Mediation and Comparative Analysis Results 

Table 8. Mediation and Comparative Analysis Results 

Analysis Effect Type Direction Significance 

HCM → Judgment → Audit quality Indirect (mediation) Positive Significant 

HCM → Audit quality (direct) Direct Positive Significant 

Emerging vs. developed context Comparative Stronger in emerging Significant 

 

6. DISCUSSION, IMPLICATIONS, AND RECOMMEN-

DATIONS  

6.1 Discussion of Results in Relation to Prior Literature 

The empirical findings of this study provide strong evidence 

that reconfiguring human capital management within audit 

firms operating under advanced digital technologies plays a 

critical role in enhancing audit quality. This result is consistent 

with a growing body of auditing literature emphasizing that au-

dit quality is primarily driven by firm-specific internal re-

sources rather than by the adoption of digital technologies alone 

(DeFond & Zhang, 2014; Knechel et al., 2021; Bedard et al., 

2021). While prior studies acknowledge the increasing use of 

data analytics and automation in auditing, the present study 

demonstrates that technology delivers quality improvements 

only when supported by purposeful investments in human cap-

ital. 

The positive relationship identified between auditors’ digital 

skills development and audit quality aligns with recent empirical 

research indicating that analytical literacy and technological 

competence enhance auditors’ ability to interpret complex data, 

evaluate anomalies, and exercise professional skepticism 

(Boulianne & Quinn, 2024; Kroon et al., 2021; Eilifsen et al., 

2023). As audit evidence becomes more voluminous, unstruc-

tured, and analytics-driven, auditors are required to perform 

higher-level cognitive tasks rather than routine verification. This 

finding supports prior arguments that digital transformation in-

creases the cognitive demands placed on auditors, thereby rein-

forcing the importance of human expertise rather than diminish-

ing it (Vasarhelyi et al., 2015; Appelbaum et al., 2020). 

The results further reveal a significant positive effect of 

continuous learning systems on professional judgment quality. 

This finding is consistent with behavioral auditing literature 

emphasizing that judgment quality depends on experience ac-

cumulation, structured training, and adaptive learning in uncer-

tain environments (Libby et al., 2002; Nelson, 2021; Brown et 

al., 2022). Prior studies have cautioned that insufficient training 

in digital audit environments may lead to automation bias and 

excessive reliance on system-generated outputs (Dowling & 

Leech, 2014; Raschke et al., 2018; Alles, 2023). The present 

findings extend this literature by demonstrating that institution-

alized learning mechanisms mitigate these risks and enhance 

auditors’ evaluative and interpretive capabilities. 

Moreover, the significant association between human capi-

tal analytics and audit quality corroborates emerging research 

on data-driven talent management in professional service firms. 

Prior evidence suggests that analytics-based staffing, perfor-

mance monitoring, and capability mapping improve con-

sistency and effectiveness across engagements (Boudreau & 

Cascio, 2017; Ulrich et al., 2015; Marler & Boudreau, 2017). 

This study contributes to the auditing literature by showing that 

such practices are particularly valuable in digitally intensive 

audits, where aligning auditor expertise with task complexity is 

essential for maintaining judgment quality (Eberle & Lauter-

bach, 2022; Korhonen et al., 2024). 

Importantly, the mediating role of professional judgment 

identified in this study reinforces long-standing assertions in 

the auditing literature that judgment constitutes the primary 

mechanism through which organizational resources influence 

audit outcomes (Knechel et al., 2013; Nelson, 2021; Gendron 

et al., 2022). By explicitly modeling professional judgment as 

a mediator, the study advances prior research that often treated 

judgment implicitly, thereby offering a more precise explana-

tion of how digital human capital reconfiguration translates into 

improved audit quality. 
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6.2 Discussion of Results in Relation to Theory 

From a theoretical perspective, the findings provide strong 

support for human capital theory, which conceptualizes 

knowledge, skills, and expertise as productive assets that en-

hance organizational performance (Becker, 1964; Crook et al., 

2011). However, the results extend traditional human capital 

theory by demonstrating that the value of human capital in au-

diting is contingent upon its continuous digital reconfiguration 

rather than its mere accumulation. In digitally transformed au-

dit environments, human capital must be constantly renewed 

and upgraded to remain effective (Ployhart et al., 2014; Wright 

et al., 2014). 

The findings also strongly align with the dynamic capabili-

ties perspective, which emphasizes organizations’ ability to 

sense technological change, seize emerging opportunities, and 

reconfigure internal resources to sustain performance under un-

certainty (Teece et al., 1997; Eisenhardt & Martin, 2000; Teece, 

2018). In audit firms, digital human capital reconfiguration 

emerges as a core dynamic capability that enables adaptation of 

professional judgment processes to increasingly complex and 

data-intensive audit tasks (Warner & Wäger, 2019; Martin, 

2022). 

Furthermore, the mediating role of professional judgment 

supports behavioral theories of auditing, which view judgment 

as the central cognitive mechanism through which information 

and expertise are transformed into audit outcomes (Libby et al., 

2002; Nelson, 2021). Rather than displacing judgment, digital 

technologies reshape auditors’ roles toward higher-order inter-

pretation, evaluation, and synthesis of evidence (Vasarhelyi et 

al., 2015; Appelbaum et al., 2017; Alles, 2023). 

Institutional theory also provides explanatory insight into 

the observed contextual differences. The stronger effects iden-

tified in emerging economy contexts are consistent with argu-

ments that organizational practices interact with institutional 

constraints to shape outcomes (DiMaggio & Powell, 1983; 

Zahra & Wright, 2016). In such environments, digitally enabled 

human capital management appears to compensate for institu-

tional voids related to skills shortages and professional infra-

structure, thereby amplifying its impact on audit quality 

(OECD, 2021; World Bank, 2022). 

6.3 Validation of Research Hypotheses 

Based on the statistical results reported in Chapter Five, the 

study’s research hypotheses are empirically supported. The 

first hypothesis, which posited a positive relationship between 

auditors’ digital skills development and audit quality, is 

strongly supported. This finding confirms that digital compe-

tence has become a fundamental determinant of audit quality in 

technology-intensive audit environments. 

The second hypothesis, proposing a positive association be-

tween continuous learning systems and professional judgment 

quality, is also supported. The results indicate that structured 

learning mechanisms enhance auditors’ ability to critically 

evaluate digital audit evidence and reduce the risks associated 

with automation bias and overreliance on analytical tools. 

The third hypothesis, which predicted a positive effect of 

human capital analytics on audit quality, is likewise confirmed. 

This result underscores the importance of analytics-driven tal-

ent deployment and performance monitoring in ensuring con-

sistent audit outcomes across engagements. 

Finally, the mediation hypothesis is supported, demonstrat-

ing that professional judgment significantly mediates the rela-

tionship between digital human capital reconfiguration and au-

dit quality. This finding confirms that improvements in audit 

quality materialize through enhanced judgment processes ra-

ther than through technological adoption alone, thereby rein-

forcing the central role of professional judgment in the digital 

audit environment. 

6.4 Discussion of Results in Relation to Comparative Stud-

ies 

The findings of this study are largely consistent with, yet ex-

tend beyond, prior empirical studies examining the impact of dig-

ital transformation on audit quality. Comparative research con-

ducted in developed audit markets has shown that the adoption 

of audit analytics and advanced technologies can enhance audit 

effectiveness, provided that auditors possess adequate technical 

and analytical competencies (Knechel et al., 2021; Appelbaum et 

al., 2020; Bedard et al., 2021). The present study aligns with 

these findings but offers a more nuanced explanation by demon-

strating that human capital reconfiguration, rather than technol-

ogy adoption alone, is the primary driver of audit quality im-

provements. 

Compared to studies that focus narrowly on technological 

tools, such as continuous auditing systems or automated testing 

procedures (Vasarhelyi et al., 2015; Alles, 2023), this study 

highlights the complementary role of human expertise in ex-

tracting value from digital technologies. While prior evidence 
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suggests that audit analytics increase efficiency, the current 

findings indicate that quality gains materialize only when audi-

tors are sufficiently trained to interpret analytical outputs and 

integrate them into professional judgment processes 

(Boulianne & Quinn, 2024; Kroon et al., 2021). 

In comparison with behavioral auditing studies, the results 

corroborate research emphasizing that judgment quality deteri-

orates in digital environments when learning mechanisms are 

weak or absent (Dowling & Leech, 2014; Raschke et al., 2018). 

However, this study extends such work by empirically showing 

that institutionalized continuous learning systems mitigate au-

tomation bias and strengthen judgment quality, even in highly 

data-driven audits (Brown et al., 2022; Alles, 2023). 

Relative to studies conducted in developed economies, the 

magnitude of the observed effects is notably stronger in emerg-

ing economy contexts. Prior cross-country research suggests 

that audit quality in emerging markets is often constrained by 

skills shortages, uneven regulatory enforcement, and limited 

professional infrastructure (Zahra & Wright, 2016; Troshani et 

al., 2023). The present findings demonstrate that digitally ena-

bled human capital management practices can partially com-

pensate for these institutional limitations, thereby amplifying 

their impact on audit quality (OECD, 2021; World Bank, 2022; 

Korhonen et al., 2024). 

Overall, in comparison with prior studies, this research con-

tributes by integrating insights from auditing, human capital 

management, and digital transformation literatures into a unified 

empirical framework. It moves beyond fragmented evidence by 

showing how digital skills, learning systems, and analytics-

driven talent management jointly influence audit quality through 

professional judgment. 

 

6.5 Implications of the Study 

Table 9. Summarizes of Key Implications 

Table 9. Summary of Key Implications 

Dimension Core Insight Implication 

Human capital theory Human capital is dynamic and digitally reconfigurable Extends traditional theory 

Dynamic capabilities HCM as an adaptive capability Explains audit firm resilience 

Audit practice Skills and learning drive audit quality Guides firm-level strategies 

Regulation Human capital complements technology oversight Enhances audit inspections 

Society Stronger judgment builds trust Supports market confidence 

 

6.5.1 Theoretical Implications 

From a theoretical standpoint, the study offers several important 

contributions. First, it advances human capital theory by conceptu-

alizing human capital in auditing as a dynamic and reconfigurable 

resource whose value depends on its alignment with digital audit 

technologies (Ployhart et al., 2014; Wright et al., 2014). This per-

spective extends traditional views that treat human capital as a static 

accumulation of skills. 

Second, the findings enrich the dynamic capabilities litera-

ture by identifying digital human capital reconfiguration as a 

core organizational capability that enables audit firms to adapt 

judgment processes under technological change (Teece, 2018; 

Warner & Wäger, 2019). The study demonstrates that dynamic 

capabilities in auditing operate at the micro level through learn-

ing systems, skill development, and analytics-based resource 

deployment. 

Third, the study strengthens behavioral auditing theory by 

empirically validating professional judgment as the central 

mechanism linking organizational resources to audit quality 

outcomes. This explicit modeling of judgment provides a more 

granular explanation of how digital transformation reshapes au-

ditors’ cognitive roles (Libby et al., 2002; Nelson, 2021; Gen-

dron et al., 2022). 

6.5.2 Practical and Regulatory Implications 

Practically, the findings underscore the need for audit firm 

leaders to move beyond ad hoc training initiatives and adopt 

strategic, institution-wide approaches to digital skills develop-

ment and continuous learning (Boulianne & Quinn, 2024; 

IFAC, 2023). Audit firms that systematically invest in develop-

ing auditors’ analytical and technological competencies are bet-

ter positioned to sustain audit quality in digitally intensive en-

vironments. 
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The results also highlight the governance value of human 

capital analytics. By leveraging data on skills, performance, 

and engagement outcomes, audit firms can allocate expertise 

more effectively to complex and high-risk audits, thereby en-

hancing consistency and judgment quality across engagements 

(Ulrich et al., 2015; Marler & Boudreau, 2017; Bedard et al., 

2021). 

From a regulatory perspective, the findings suggest that au-

dit quality oversight should increasingly incorporate human 

capital indicators alongside assessments of technological adop-

tion. Regulatory inspections that consider training intensity, 

learning infrastructures, and judgment-support mechanisms 

would provide a more accurate evaluation of audit quality in 

the digital era (DeFond & Zhang, 2014; Knechel et al., 2021; 

IAASB, 2022). 

6.5.3 Social Implications 

At the societal level, enhanced professional judgment con-

tributes to greater transparency, accountability, and trust in au-

dited financial information (Francis, 2011). In emerging econ-

omies, where confidence in financial reporting may be fragile, 

effective digital human capital reconfiguration within audit 

firms can play a critical role in strengthening investor trust and 

supporting market stability (OECD, 2021; World Bank, 2022). 

6.6 Recommendations 

Based on the empirical findings, several recommenda-

tions are proposed. First, audit firms should embed digital 

competencies within formal competency frameworks and 

performance evaluation systems to ensure sustained capabil-

ity development. Second, firms should institutionalize con-

tinuous learning through structured training programs that 

evolve alongside audit technologies. Third, audit firms 

should expand the use of human capital analytics to support 

expertise-based staffing and judgment-intensive audit en-

gagements. 

For regulators and professional bodies, it is recommended that 

competency standards and audit quality guidance be updated to 

explicitly recognize the human capital foundations of audit 

quality in digital environments (IAASB, 2022; IFAC, 2023). 

Encouraging disclosure and monitoring of training and learning 

practices may further enhance audit quality oversight. 

 

Table 10. Presents Policy and Practice Recommendations 

Table 10. Policy and Practice Recommendations 

Stakeholder Recommended Action Expected Outcome 

Audit firms Invest in digital skills and continuous learning Higher audit quality 

Audit firms Use human capital analytics Consistent professional judgments 

Regulators Integrate HCM indicators into oversight More effective regulation 

Professional bodies Update competency frameworks Future-ready auditors 

 

7. CONCLUSION AND FUTURE RESEARCH DIREC-

TIONS 

7.1 Overview and Purpose of the Study 

This study examined how the reconfiguration of human capital 

management in audit firms under advanced digital technologies in-

fluences audit quality, with professional judgment serving as a cen-

tral explanatory mechanism. Drawing on human capital theory, the 

dynamic capabilities perspective, and behavioral auditing research, 

the study developed and empirically tested an integrated framework 

linking digital human capital practices to audit quality outcomes, 

with particular attention to emerging economy contexts. 

The research was motivated by growing concerns that tech-

nological adoption alone is insufficient to sustain audit quality 

in digitally intensive environments. Instead, the study posi-

tioned human capital reconfiguration as the critical factor that 

enables audit firms to translate digital transformation into 

meaningful improvements in professional judgment and audit 

quality. 

7.2 Summary of Key Findings 

The empirical results provide strong evidence that digital 

human capital reconfiguration—comprising digital skills de-

velopment, continuous learning systems, and human capital an-

alytics—has a positive and statistically significant impact on 

audit quality. These effects operate both directly and indirectly 

through enhanced professional judgment, confirming the cen-

tral role of judgment in digitally transformed audits. 
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The findings further reveal that continuous learning plays a par-

ticularly important role in strengthening auditors’ judgment capabil-

ities, while human capital analytics contribute to more consistent au-

dit outcomes through improved talent allocation. Importantly, the 

study finds that the positive effects of human capital reconfiguration 

are stronger in emerging economy settings, where institutional con-

straints and skills shortages heighten the importance of effective hu-

man capital management. 

7.3 Theoretical Contributions 

From a theoretical perspective, the study makes several 

contributions. First, it extends human capital theory by demon-

strating that the value of human capital in auditing is dynamic 

rather than static, and contingent on continuous reconfiguration 

under technological change. Second, the study contributes to 

the dynamic capabilities literature by identifying digital human 

capital reconfiguration as a core organizational capability that 

enables audit firms to adapt professional judgment processes in 

response to digital transformation. 

Third, the study advances behavioral auditing research by 

explicitly modeling professional judgment as a mediating 

mechanism linking organizational resources to audit quality. 

This approach provides a more granular and realistic explana-

tion of how digital technologies reshape, rather than replace, 

human expertise in auditing. 

7.4 Practical and Regulatory Implications 

The findings offer several practical implications for audit 

firms and regulators. Audit firm leaders should prioritize stra-

tegic investments in digital skills development and institution-

alize continuous learning systems aligned with evolving audit 

technologies. The use of human capital analytics should be ex-

panded to support strategic talent deployment and enhance con-

sistency in audit execution. 

For regulators and professional bodies, the results suggest 

that audit quality oversight frameworks should increasingly in-

corporate human capital indicators alongside technological 

considerations. Regulatory guidance that recognizes the human 

capital foundations of audit quality would better align oversight 

practices with the realities of digitally transformed auditing. 

7.5 Social Implications 

At the societal level, the study highlights the importance of 

digitally enabled human capital in sustaining public trust in au-

dited financial information. Enhanced professional judgment 

reduces the risk of audit failures and contributes to greater 

transparency and accountability in financial reporting. In 

emerging economies, effective human capital reconfiguration 

within audit firms can play a vital role in strengthening confi-

dence among investors and other stakeholders. 

7.6 Limitations of the Study 

Despite its contributions, the study has several limitations. 

First, the cross-sectional research design restricts causal infer-

ence and does not capture how human capital reconfiguration 

evolves over time. Second, the reliance on perceptual measures 

of audit quality may introduce respondent bias. Third, while the 

study adopts a comparative perspective, future research could 

further explore cross-country variation using broader and more 

diverse samples. 

7.7 Directions for Future Research 

Future research could extend this study in several ways. 

Longitudinal designs may provide deeper insights into how 

sustained investments in digital human capital influence audit 

quality over time. Additional moderators, such as regulatory 

enforcement intensity, audit market concentration, and the 

adoption of artificial intelligence–based audit tools, warrant 

further investigation. 

Moreover, qualitative and mixed-method approaches could 

enrich understanding of how auditors experience judgment 

challenges in digitally intensive environments and how audit 

firms design effective learning and judgment-support mecha-

nisms. Such research would further advance knowledge on the 

human foundations of audit quality in the digital era. 
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