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Connecting Worlds:

The Translation of International Auditing Standards
into Post-Soviet Audit Practice

Abstract

This paper analyses the use and circulation ofnatenal auditing standards within a
large post-Soviet Russian audit firm, as it fagesauthe challenges of international
harmonisation. It describes this process as ofieominecting worlds” and translation.

In a detailed field-study based investigationtates various attempts to articulate and
link Soviet and post-Soviet worlds, old and newgmad audit worlds. The paper
underscores the fragile and precarious naturetefriational standardisation projects. It
shows how ideals of audit universalism and inteomal comparability become
enmeshed in, and challenged by, global divisioreudlit labour, problems and
practices of power and exclusion, and strugglestoa-professional distinction, which

in turn undermine as well as promote the conneafngorlds through standards.

Keywords: auditing; international auditing standarstandardisation; translation; post-

Soviet Russia; post-Soviet audit practice



Introduction

The connecting and integrating of different woiiklat the heart of most international
standardisation attempts. Global standards and Isnade developed with the aim of
increasing international comparability, enhancingss-national co-operation, and
facilitating co-ordination (see e.g. BraithwaiteD&ahos, 2000; Brunsson & Jacobsson,
2000; Held & McGrew, 2002; Tamm Hallstrom, 2004heV are deployed with the
aspiration of making things work together, of tnaieg space and overcoming
heterogeneous metrics (Bowker & Star, 2000; DiMgayer & Hwang, 2006; Drori,
Meyer, Ramirez & Schofer, 2003; Meyer, 2062). accounting and auditing,
international standards have been advocated ay afvemhancing the international
comparability and credibility of financial reporgjrand audit work, so as to stimulate
the flow of cross-national investment, expand ttagps for market-oriented
development, and integrate local enterprises ildbaj financial markets (see e.g.
Botzem & Quack, 2006; IDW, 1978; Roussey, 1992 9)8¥et, despite this
burgeoning interest in international standardisagimjects, apart from a few isolated
studies (see e.g. Barrett, Cooper & Jamal, 20@5¢thas been little research that
examines how these standardisation projects doelated in local settings and
interactions, and how these local interactions kentdide connecting of worlds through
the often intricate and laborious translation eéinational standards (Callon, 1980;
Latour, 1987, 1999).

The literature on transnational governance haspaich attention to the rise and
spread of global rules at the international lelsat, not to their actual involvement in the
re-organising and re-defining of local practicesidies of global accounting and audit

regulation have contributed to our understandintpefcomplex structure of

! Etymologically, the word “standard” was derivedrfr the Latin word “extendere” — to stretch out, to
extend, extension (Williams, 1983, pp. 296-299)e Word referred to dreams of international expansio
and cross-national comparability. According to Vdiths (1983, p. 296), in modern language the word
“standard” is in addition often used to mark a seusf authority or a level of achievement.

%2 The first international auditing standard was ésbiy the International Federation of Accountants
(IFAC) in 1979, but it is only since the 1990s #hestandards have gained considerable attention
(Roussey, 1996, 1999). In the 1990s, organisathueh as the IMF, the World Bank, the OECD and
large multinational audit firms began to promoté&$Sgainst the backdrop of wider debates aboutalob
economic governance. Events, such as the Mexic@84(25) and South-East Asian (1998) financial
crises and the collapse of the Barings bank, hdddeserious doubts about the regulatory capaaities
state-bound command-and-control regimes. Internatistandards, including those for auditing, came t
be put forward as a new source and technique aflaggn that would help overcome the boundaries of
state control and facilitate economic co-ordinatowl stabilisation at an international level.
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transnational accounting governance arrangemeotzéB & Quack, 2006; Bromwich
& Hopwood, 1983; Caramanis, 2002; Fogarty, 199281 ®obes & Parker, 2004), the
mechanisms and dreams underlying the diffusiomteirnational accounting standards
and audit models (Jang, 2006; Power, 2002; Tamnstrah, 2004), and the strategies
of the IASB (International Accounting Standards BHand IAASB (International

Audit and Assurance Standards Board) to enhanaeatmhority (Loft, Humphrey &
Turley, 2006; Tamm Hallstrom, 2004). But in alltbése studies, the primary focus has
been on the standard-setting organisations theesdliuch work has focused on the
diffusion of global regulation at the macro-levehd on the groups that develop
worldwide models and standards. Detailed caseesweiamining the links and

interactions between processes of internationatsatting and local practices are rare.

This paper aims to help remedy this gap in theditee through a detailed examination
of the use and circulation of International Staddaon Auditing (ISAs) within a large
post-Soviet audit firm, as it faces up to the dvajles of international harmonisation.
The analysis shows that international accountirdjaardit standardisation is not just a
top-down process, as much of the existing liteeagems to suggest (see e.qg. Drori,
Meyer & Hwang, 2006; Held & McGrew, 2002; Tamm k#&ibm, 2004). It is equally
driven by the day-to-day activities of local, pérgpal actors, who bring with them
dreams and desires of belonging to a better, maspprous, globally integrated world
(Burawoy et al., 2000; Sahlin-Andersson & Engw2002b). Transnational standard-
setting institutions play an important role in tilebalisation and standardisation of
social and economic life. But we need to draw aitb@nalso to the networks of actors,
instruments and activities that support and shegpelardising agendas in local settings.
To paraphrase Sahlin-Andersson and Engwall (2Q8)2&6-7), we need to combine
broad contextual and historical investigations wigailed case studies to understand

how and why the expansion of global models anddstals occurs.

Utilising the works of Latour (1986; 1987) and atpeoponents of actor-network
theory, together with related constructivist apptas to the study of science and
technology (Bowker & Star, 2000; Callon, 1980, 198&arniawska & Sevén, 1996,
2005; Hacking, 1983, 1999; Law & Hassard, 1999r &t&riesemer, 1989), this paper
pays close attention to the multiple linkages aethsvof interaction through which
attempts are made to translate international angdgiandards into possibilities for

regulatory and professional action. To addressrieating worlds”, the theme of this



article, means to open up for investigation thetipligity of instruments, ideas, actors
and activities involved in making ISAs spread an# Lp with different contexts and
processes. The notion of “connecting worlds” reterhe complex of linkages formed
between ISAs and Soviet and post-Soviet worldslland global worlds, East and
West, formal and informal practices, together wité desires and experiences of those
enacting ideas and techniques of audit standaialisdt directs our attention to the
various ways in which international standardisatttempts are projected and linked to
local contexts of auditing practice, and how thosetexts in turn are connected to other
“worlds”.? ISAs often come to inhabit multiple, contradictagntexts, which can
promote the connecting of some worlds, but alsd tedhe disconnecting of others.
The worlds within which ISAs become embedded arepmsed of heterogeneous
elements and diverse historical trajectories. “Gatimg worlds” aims to make space
not only for the wider political programmes andoaales (see e.g. Miller & Rose,
1990) that articulate and popularise internati@ualiting standards, but also for the
juxtapositions and tensions (see e.g. Czarniawskawn, 1996, 2005; Latour, 1987,
1999; Star & Griesemer, 1989) within which the diamls become entangled
throughout their translation into localised auddagtice.

In particular, the concepts of translation and mekwng (e.g. Callon, 1980, 1986; Chua,
1995; Czarniawska & Sevoén, 1996; Gendron, Coop&o®&nley, 2007; Latour, 1987,
1999; Miller, 1991; Robson, 1991; Sahlin-Anders&oangwall, 2002b; Star &
Griesemer, 1989) are useful concepts from whicltavestart to develop a heuristic
facilitating empirically rich and historically satige descriptions of the intersecting
discourses, practices and techniques that shapehamnacterise processes of
international audit standardisation. As will bewhdn more detail later, the notion of
translation helps emphasise the constructed nafuhe indispensability of
international standards, and points to the varpmrsuasive strategies, power plays and
relations underlying their diffusion (e.g. Calldi®86 and Latour, 1987; but see also
Chua, 1995; Miller, 1991; Robson, 1991). The naiohnetworks and networking help

us draw attention to the fact that ISAs do not walthoy themselves, and do not

% In this respect, the notion of “connecting worlds'very similar to Miller and O’Leary’s (2007) riot

of “mediating instruments”, although Miller and @&ry investigate a completely different context.
Miller and O’Leary (2007) use the notion of “medl@t instruments” to study the roles of “Moore’s Law
and “technology roadmaps” in the microprocessomudtiy. They examine the ways in which these
instruments “are used to envision a future, and tiey link a multitude of actors and domains intsac
way that the making of future markets for micromssors and related devices can continue” (Miller &
O'Leary, 2007, p. 2).
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engender processes of organisational change ahdldlarmonisation without support
(e.g. Callon, Law & Rip, 1986; Czarniawska & Sevbf96; Gendron, Cooper &
Townley, 2007; Latour, 1986; Sahlin-Andersson & ®all, 2002b). In order to turn

the ISAs into a connecting device, one needs palvaliiances providing the standards
and their users not only with technical resourbes also political influence, identity
and legitimacy. The adoption of ISAs requires aesenf technical adjustments. But in
the case of Russia, it also demands of auditogs)ators and managers that they
become comfortable with an identity which, to ay&aextent, is both offered and
defined by the West. By examining how ISAs beconseiibed in different worlds of
audit action, representation and regulation, wa gaight into the complex processes,
activities and controversies underlying attemptsdiablish ISAs as a connecting device

linking up local audit worlds with imagined glodarms of audit activity.

The Case of Moskva-Audit

The audit firm studied in this paper was establisthgring the Perestroika period.
Throughout the paper, the firm will be referrecat“Moskva-Audit”. At the time when
this field study was carried out, Moskva-Audit waee of Russia’s leading audit and
consulting firms. The firm had more than 700 empkes; of which more than 120
possessed Russian professional auditing and aaeguptalifications. In 2001, the
firm’s annual revenues amounted to more than 20adviiUS-Dollars, of which around
50% was raised by auditing and assurance senseesRussian business journal
Profil’, 11.03.2002, pp. 78-85). In the Russian audit@msulting firm ratings
conducted by the internationally acknowledged Rarssating agency "Ekspert-RA" (an
organisation affiliated to the Russian businessnalEksper}, Moskva-Audit was
consistently ranked amongst the first ten leadingdiftan audit and consulting firms (in

terms of revenue, number of employees and markeesbetween 1995 and 2005.

Access to the firm was obtained through a two-mdarly internship which was carried
out in Moscow during March and April 2002. Duridgetperiod spent with the firm, the
author conducted participant observations (Spradl@§0) in the international audit

department of the firm and observed the preparatimhuse of audit programmes,

* Results of the rankings and more detailed infoimna@mbout the largest 100 Russian audit and
consulting firms are regularly published in the 8ar business journal “Ekspert”. See e.g. the ssiie
Ekspert Nr. 35, 16.09.1996; Nr. 14, 14.04.1997; Nr. 42,1091998; Nr. 11, 22.03.1999; Nr. 10,
13.03.2000; Nr. 12, 26.03.2001; Nr. 12, 25.03.2082; 14, 14.04.2003; Nr. 13, 05.04.2004; Nr. 12,
28.03.2005; Nr. 12, 27.03.2006. For reasons ofidenfiality, more details cannot be disclosed.
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working papers and audit files. Access was alsainbtl to the audit manuals, internal
standards and quality control procedures of thm.fln addition to the participant
observations, semi-structured interviews (Weng@81) were carried out with: the
Deputy Director of the firm, the heads of interaatit quality control, business
development, audit methodology, the internatiotetdards department, two audit
managers, two senior auditors and one audit trakiébut one of these interviews
were tape-recorded and transcribed. The lengtheointerviews varied between one
and three hours. The formal interviews were compleied with several informal talks
conducted during coffee breaks, lunches and din@arsside the firm, further

interviews were carried out with audit professienabrking for other indigenous or
international audit firms, regulators, academicgst¥rn consultants and representatives
of professional associations. The total numbepohél, fully transcribed interviews
amounted to forty-eight. Most interviews were coctéd in Russian and transcribed in
Cyrillic. For the purposes of this article, quotaken from Russian language interviews
have been translated into English by the authoreM/the translation of a specific term
was ambiguous, the original Russian term has beééedain brackets next to the

English translation.

Together, the methods of participant observatiogdpth interviewing and document
analysis helped add depth and rigour to this stdyes taken during periods of
participant observation made it possible to compaikcontrast responses of
interviewees. It was also possible to locate the interviews imithe work contexts of
the participants, and to interrelate the diffeqgerntspectives opened up by each method.
For the data analysis, text passages derived fnterviews, field notes and other
documents were grouped and coded in relation tocp&ar themes, problems and
questions. The material waster alia, ordered and analysed in relation to the different
dreams and desires that had become attached statindkards, logics and politics of
professional representation, competing notionsilaf following, and relations between
auditing, standards and documentary practicesdardo gain a deeper understanding
of the complex interrelations and intersectionsvMeen past socialist inspection

practices and new imagined Western audit practices.

The decision to focus on the articulation and dattan of international auditing

standards within a post-Soviet audit firm is beeatiss particularly in peripheral

® Minutes of the observations were typed into a sgwpage long journal.



market-oriented economies that international stadsdand world organisational models
have gained influence and pose particular challefgg. Chamisa, 2000; Lin & Chan,
2000; Meyer, Boli, Thomas & Ramirez, 1997; Suchujzer & Zelenka, 1998). Most
international models and standards tend to spread the centre to the peripheries of
capitalist development (Braithwaite & Drahos, 20Q0pper, Greenwood, Hinings &
Brown, 1998; Meyer, Boli, Thomas & Ramirez, 199B0t, it is argued here, this is not
a simple matter of uni-directional diffusion. Instk it is suggested that it is at the
peripheries of capitalism that new spaces for disathon are delineated, and new
elements and actors are defined and integrate@, Heernational standards and models
are taken particularly seriously. They are fundataleon the re-defining of
organisational identities and regulatory polititeey are linked to dreams of modern
development, and their adoption is seen as a wagkafig up with, and becoming

accepted by, Western worlds of economic and paliactivities.

At Moskva-Audit, the adoption of international atioly standards was driven by the
desire to belong to “the West”. The standards vsesn as instruments that can help
overcome local differences, develop post-Sovieitaxpertise, and gain access to
international audit markets. But, as the followargalysis will show, the translation of
the standards into day-to-day audit practices isarmatter of straightforward
implementation. Standards, including internaticanaditing standards, are always in
some sense idealised (Bowker & Star, 2000; Pov€2R They embody goals of
practice that are never perfectly realised. Inteonal auditing standards express neo-
liberal dreams of control and governability, bugytido not constitute an instrument that

is perfectly suited to organising and standardisindit practicger se

International standards do not constitute a homeges class of rules or regulatory
norms (see e.g. Bowker & Star, 2000; Brunsson &Bsson, 2000). They vary in
scope, detail and objectives. Standards can téierel or informal shape. They can be
visible or invisible. They can be used to clas#iiyngs, to specify production designs,
or to determine outputs. They can be aimed atdfelation of processes or the
specification of inputs. They can express idealsfar to already established practices.
International Standards on Auditing (ISAs), whick aimed at the international
regulation of professional conduct, are very défarfrom well established technical
norms setting out paper sizes or defining measuneswales. In contrast to output or

product standards and norms of calibration, intéwnal auditing standards are



primarily concerned with the regulation of proceziiand processes. They do not refer
to the immediate work environment of auditors, touthe procedures and plans that
auditors and audit firms should develop when perfog audit work. To adopt a phrase
from Brunsson and Jacobsson (2000, pp. 4-5), agditandards, like other process
standards, do not refer to quality actually achievait to the types of administrative
processes that are supposed to lead to high qualityo paraphrase Power (2002, p.
195), they are of little substantive content. In&gional auditing standards follow
relatively closely the general structure of auddgesses, as for example outlined in
many Western textbooks (see e.g. Gray & Mansons RBdr example, the standards
deal with such issues as audit planning, the gailp@nd assessment of audit evidence,
internal control procedures and the formulatiomuwdit reports. But neither audit

objectives nor the actual output of audit procegssesade concrete.

In most Western countries, ISAs typically codifysting audit practices, instead of
transforming or reforming them. For example, inrtoies like the UK or the US,
auditing standards constitute an outcome, rattear #hstarting point, of processes of
audit development and professionalisation (Camph@85). In Russia, the situation is
quite different. Here, the international auditingrelards are introduced into an
environment where market-oriented auditing is anligs initial phase of development.
In such an environment, the same ISAs that in tlestiunction primarily as a
mechanism of codification and symbolic represeatatiecome tools for supporting and

accelerating processes of post-communist auditmeémd economic transition.

Standardisation projects are culturally and stiatdly complex (Barrett, Cooper &
Jamal, 2005; Brunsson & Jacobsson, 2000; Loya & B8DP9; Power, 2002). They are
aimed at the enhancement of international complasal¥et, at the same time, they are
always articulated and enacted in specific plaf@stie case of Eastern European
transition see also the studies by Burawoy & Veyd&999; Cooper, Greenwood,
Hinings & Brown, 1998; Stark, 1998; Stark & Brus¥998). Hence, to obtain a deeper
understanding of how processes of internationait atehdardisation work, we need to
take a closer look at the different connections #ina established between the standards,
local practices, people and instruments, as weh@svider networks of actors,
expectations and demands involved in defining wlraeans to work in accordance
with international standards. We need to pay chttantion to locally specific

“constellations” (Burchell, Clubb & Hopwood, 1988 actors, strategies, instruments,
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beliefs, bodies of knowledge and activities. Stagythe roles of ISAs within a post-
Soviet audit firm helps open up for investigatibe tomplex of political and economic
rationales, hopes and desires that accompanyst@mnid spread of the standards, and
how these interact with the localised processdsstek to operationalise and give

substance to the dream of global standards.

Translation, Standardisation and the StabilisatafriNetworks

This paper suggests that working in accordance iwidrtnational standards is more
than a matter of technical implementation. Studiggchnical implementation tend to
focus on the tools and processes that are needrdke certain models, rules, concepts
or standards operable. Standardisation is seemaislizectional process with objectives
and outcomes that can be unequivocally defineddggeDavid & Greenstein, 1990;
Gabel, 1987; Grindley, 1995). But, as this study stiow, ISAs do not constitute
unequivocal, ready-made tools that without furth@go can be used and acted upon.
Processes of “ISA-implementation” are contestedI&Ad play multiple roles in
different settings. In order to capture the muitipy of roles, concepts and practices
that become attached to the standards as theyeptimmough and connect different

worlds, the paper uses the concept of translatigriace of implementation.

Initially developed within the context of sociologl studies of science and technology
and actor-network theory (Callon, 1980, 1986; Galloaw & Rip, 1986; Latour, 1987,
1999), the concept of translation refers to thati@hal and rhetorical work involved in
making the development and spread of scientifiemions, calculative practices or
models of financial control, such as auditing im case, happen. Since the early 1990s,
the concept came to be used in analyses of acoguisiee e.g. Miller, 1991; Preston,
Cooper & Coombs, 1992; Robson, 1991, 1994). Rolk®94), for example, used the
concept to analyse how issues of national econgnoieth, the calculation of taxation
and wage bargaining became linked to inflation antiag techniques. Miller (1991)
used the concept to examine how programmes of ma@nomic government became
inscribed in techniques of discounted cash flowoaating. Within organisational
research, Czarniawska and Sevon (1996; 2005) dmchSendersson and Engwall
(2002b) have used the notion of translation instiuely of processes of organisational
change, the global expansion of management expemiad the transformation of global
organisational models into local organisationatpcas. For the purposes of our study,

the concept is useful in at least three respects.



First, it points to thevork that is needed to make the spread of ISAs hagsend.g.
Callon, 1986; Latour, 1987, 1999). The notion ahslation makes us aware that
international auditing standards cannot be conedigted as self-contained entities.
They need to be actively mobilised. They need tmmbdetranslatable. They need to be
made operable, and this requires a whole set fardiit people, technical devices and
activities. It includes, for example, powerful asttobbying on behalf of the standards,
political agendas stressing their importance, aanfees and seminars promoting their
usefulness. It includes also a whole host of ottéror’ or more local techniques and
strategies, such as their inscription in audit nagyuvorking papers and organisational
control procedures, which ensure that the standamatgnue to be viewed as desirable

and indispensable.

Second, the notion of translation helps us ask I8\ alter, and are altered by, the
contexts or arenas they pass through and conmedh($ point see in particular
Czarniawska & Sevon, 1996; Evans, 2004; Sahlin-Asstm & Engwall, 2002a; Star &
Griesemer, 1989). The concept of translation drattesition to the changes that the
standards undergo and produce. In order to taketft@standards have to be adjusted
to the environment into which they are brought.yrhave to be made understandable,
applicable and workable, resulting in a seriesarigformations which affect not only
the adopters and their practices but also the atdsdhemselves. In this respect, the
concept of translation differs significantly frorearinstitutionalist conceptualisations
of diffusion. Neo-institutionalist studies drawetition to important sources and
institutional pressures that trigger the spreadrgénisational models and standards
(e.g. DiMaggio & Powell, 1983; Strang & Meyer, 199But they tend to leave the
struggles underlying standardising processes Wiasled. Neo-institutionalist
conceptualisations of diffusion are often descrilvettrms derived from the physical
sciences, such as notions of saturation, contagitimermodynamic equilibriums (see
e.g. Strang & Tuma, 1993), which tend not to gix@mnence to the various

movements and alterations happening around thadofe SAs.

Third, the concept of translation highlights thelefined and open nature of the
standards. It draws attention to the gaps andenchacies accompanying the spread
and utilisation of international auditing standaf@zarniawska & Sevén, 1996, 2005;
Latour, 1999; Rottenburg, 2003). What constitumsliance with ISAs cannat

priori be fully or precisely defined. Sociological studegsegulation in other areas



have shown that compliance is rarely a staticj@iptefined concept. The definition
and achievement of compliance is the product @radtion, interpretation, competing
demands and principles, as well as the broadealsarad institutional context within
which regulation takes place (see e.g. Hutter, 199&ither the objectives nor the
outcomes of international audit standardisationgats can be viewed as wholly fixed.
This does not mean that the standards are opdhkiaods of different interpretations at
all times. As we will see later in the paper, iptetations of the standards can become
temporarily fixed and stabilised. But such intetjme stabilisations are only to a limited
extent determined by the rules themselves. Raithsrthe specificities of the
“‘communities of practice” (Wenger, 1998) within whithe standards become

circulated that define how ISAs should be usediatedpreted’

In order to understaniiow ISAs become translated into, and connect, diffenenlds,
we suggest that it is important to trace the compktworks of actors, instruments,
ideas and activities within which they become egliah (see e.g. Czarniawska &
Sevon, 1996; Gendron, Cooper & Townley, 2007; Lgtd@87; Latour, 2005; Sahlin-
Andersson & Engwall, 2002b). ISAs are translated audit practice through being
linked to, and interdefined with, a range of diéfet, historically and geographically
specific concerns and issues (for this point see Bhrrett, Cooper & Jamal, 2005;
Burchell, Clubb & Hopwood, 1985; Miller & O'Lear$994, 2007; Robson, 1991). In
the context of this study, the notions of netwanki éhe stabilising of networks are used
to stress that the translation of ISAs is a refati@chievement. As Callon (1998, p. 8)
might put it, how ISAs work depends on the “mormgyl of relations” in which they
are involved. What “working in accordance with 1ISAseans fluctuates with the
structure and dynamics of the relations formed addhe standards between different

actors, concepts of rule following, audit instrunisexpectations and audit activitfes.

® In this respect, ISAs differ from International dsuinting Standards (IAS), which tend to be muchemor
detailed and prescriptive. Whereas Internationatodnting Standards set out specific requirements fo
the calculation and representation of certain acting entities, ISAs are much vaguer. They settbert
general structure of an audit process and reqgigreexample, auditors to design their audit progres
and audit tests in accordance with identified augh levels (see e.g. ISA 300 “Planning an Audit o
Financial Statements” and ISA 330 “The Auditor'®&rdures in Response to Assessed Risks”). But the
types and mix of tests (e.g. regarding the mixufssantive tests and tests of internal control)lefte
open to the auditor’s judgement.

"1t should be noted that the notion of network uisethis paper is distinct from organisational netkv
theory which tends to focus almost exclusively dm testablishment of interpersonal and inter-
organisational relations (see e.g. Nohria & Eccl®&9?). The networks described here are not only he
together by social and organisational relationseyTlare also shaped by material things, technical
instruments as well as wider ideas, concepts asclidiive rationalities (see e.g. Callon, 1998; hagk
1992; Latour, 2005; Law & Hassard, 1999; Miller & @ary, 1994; Miller & Rose, 1990).
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In the case studied here, international auditingdrds became involved in, and were
called upon to mediate between, very different deodf auditing and audit
professionalism. These worlds were made up of diffeapproaches to rule following,
concepts of standardisation and bodies of accagiaiial audit expertise. On the one
hand, ISAs were seen as a vehicle to enhance atienal acceptance and modernise
accounting and auditing in accordance with ideadsiy derived from Anglo-Saxon
worlds of audit professionalism. On the other hdahd,standards became mixed up with
former, socialist traditions of control. They be@mplicated in paper-based checks of
formal accuracy, bureaucratic controls of legal pbamce and applications of old
accounting rules. The paper traces the varioumattgethat were undertaken at Moskva-
Audit to build linkages and bridges between Soaied post-Soviet worlds, old as well
as new imagined audit worlds. It examines wherarttieduction of ISAs initiated
change, and where it produced conflict, cleavagdsesistance. In so doing, the paper
underscores the fragile and precarious naturetefrational standardisation projects.
Utilising the concept of translation makes us foonsthe messy actualities of
governance” (O'Malley, Weir & Shearing, 1997, p4pb@r as Miller and Rose (1990,

p. 11) put it, it highlights how difficult it is tput into practice the will to govern, which
applies as much to international standardisatiofepts as to other aspirations such as

enhancing competitiveness, national efficiencyanspnal satisfaction at work.

But the paper uses the notion of translation nbt tnanalyse movements from the
abstract to the concrete, and to highlight the demnand problematic process of
making standards practicable. We pay attentioronhytto the doings of accounting
professionals, but also to the different ideas@mtepts that shape their activities.
Previous studies have made us aware that seenmmgigane techniques of auditing
and audit standardisation, such as sampling, suibgtaesting or risk and materiality
calculations, are deeply implicated in, and condi#éd by, specific ways of thinking
about the nature and practice of auditing, androbnore generally. Power (1992;
1999), for example, has demonstrated that the dprednt of audit sampling
techniques in the UK and USA was inextricably lidke the emergence of new
perceptions of social control and attempts to retise and objectify intuitively based
practices. For the case of public sector audititeyjcliffe (1998) has shown that a
reconfiguration of political rationalities in terra$ management stimulated the
development of efficiency auditing in Alberta. TeRedudies suggest that in order to

explain how international auditing standards bectnareslated into post-Soviet audit
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practice, we should not only focus on the instrura@ised to make them practicable.
We should also examine how these instruments a@eshby the different concepts and
ideals that become attached to them. For exam@ean expect that international
auditing standards play different roles in contexith strong emphases on individual
expert judgement, in contrast to contexts wherét &udctions are closely tied to the
assurance of legal rule-following. It is one of ttentral tasks of this study to describe
and analyse the different connections drawn betw®As, audit instruments and

specific ways of thinking about the nature and ficacf auditing.

It is further important to note that the translataf ISAs is always shaped by plays of
power and identity politics. To understand how IS¥agk, we also need to look at the
struggles, negotiations and dynamics of recognitienlved in defining whether
somebody is working in accordance with ISAs or Wébrk in accordance with the
standards needs to be authorised and validated @wnilar line of argument focussing
on the authorisation and validation of governmeatalit expertise in Canada see
Gendron, Cooper & Townley, 2007). Whether or noaadit organisation (or an
auditor) is defined as working in accordance wiiteinational standards is in large part
externally ascribed. In the case of Moskva-Audthié accomplishment of compliance
with international auditing standards was highlpeledent on the definitional powers of
the West, represented by the Big Four audit firms raultilateral organisations, such as
the World Bank and the OECD. To become seen anmdiiggl as a firm that is able to
provide work in accordance with ISAs, Moskva-Auagid to find allies who already
enjoyed worldwide acceptance. It had to build datrens with globally operating audit
networks to validate its work. The paper traceditin€s manifold strategies to build up
international institutional recognition and disess$he implications this had for the

roles and relevance of the international auditiagdards.

The remainder of the paper is structured as folloviie next section examines how, at
Moskva-Audit, international auditing standards eeamplicated in agendas of
economic and organisational change. Sections #mwddour trace the involvement of
ISAs in two phases of development of the firm. Becthree examines how, between
1994 and 1997, the standards became involvedemgpts to formalise and rationalise
Moskva-Audit's developing audit expertise. Here, iilisation of ISAs in the
establishment of internal control structures angditanethodologies is investigated. It is

shown how patrticularly in the early years of MoslMadit's development, the
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standards became linked up with “machine dreamsiofMski, 2002) of auditing and
inscribed in an organising logic that, to some etteested on Soviet ideals of scientific
management and control. Section four examines hetween 1997 and 2002, the
standards became involved in strategies and seagglenhance the firm's international
recognition. Here, the role of ISAs in attemptg#&n access to global audit markets
and audit communities is discussed. In 2002, tte¥national ambitions of Moskva-
Audit culminated in the firm’s membership of a largternational auditing network
and the re-branding of the organisation in accardamth the name of that network.
Working with ISAs helped Moskva-Audit to enter suechetwork, but only by
incorporating itself within the network was it ptse for the firm to be defined and
internationally accepted as “working accordingtemdgards”. The fifth and final section
concludes the paper with a discussion of the impbas of this finding with respect to

the general prospects and limits of projects adrimhtional audit standardisation.

ISAs and Agendas of Change

Moskva-Audit’s history is inextricably linked to Rsia’s move from socialism to
capitalism. Like many other Russian auditing firfdskva-Audit started off its life as
a small, self-financed Soviet consulting firm ir@09 Under Gorbachev, the Soviet
government welcomed the foundation of privatelyamiged consulting firms as part of
a wider move to encourage market-based econonmaomefirms like Moskva-Audit
were one of the ways in which the government hdpedalise its plans of economic
decentralisation, privatisation and commercial@atin 1992, Moskva-Audit began to
develop its audit practice. After the fall of thhert Curtain, government officials as well
as academics had begun to promote Western-oriantditing as a mechanism to
imagine and realise governmental schemes of marketn economic reform
(Bychkova, 1996; Danilevsky, 1990, 1991). In 19Banilevsky, who at that time
headed the major inspection and control divisiothefMinistry of Finance, for
example wrote:

The presence of enterprises and organisationsdiffdrent forms of property urgently

requires the foundation of self-financed [khozratnki] control organs, i.e. auditing

services. The organisation of a web of audit firshe beginning of a genuine introduction

of economic principles of financial control, whiahe based on contractual, commercial

relations between the auditors and the auditedgnges and other organisations.

(Danilevsky, 1991, p. 6)
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In the same year, two of his colleagues wrote:

Completely new forms of control should accompargyritarket economy; one form of
those [new controls, A.M.] is auditing. [...] In ddgped countries, audit services make up
one of the strands of big business. A thoughtfolpgidn of auditing services in our country
could have a huge social and organisational impa¢he improvement of the management
of industry in our developing market economy. [.t.lslnecessary to learn quickly and
intensively more about Western audit expertise.

(Bukhgalterskii uchet1991, No. 1, p. 37)

The collapse of the communist system and an emnsisatarketisation of economic
relations had set the scene for the replacemehedaystem of Soviet state control with
forms of Western-oriented audit professionalisml 983, the government adopted the
“Temporary Rules of Auditing in the Russian Federdt approved by presidential
decree No. 2263, in December 1993, and made auditslatory for a large number of
business entities. Following the decree, auditameccompulsory for all public joint-
stock companies, banks, insurance companies, meestinstitutions, joint ventures
and companies whose total revenues exceeded 5008{thinimum monthly
salaries), or whose total assets were worth mame 200,000 MS (based on net book

value)®

The introduction of mandatory audits opened upgMoskva-Audit, as for many other
newly founded Russian audit firms, important newibess opportunities in auditing.
But audit objectives and audit functions were #ithely undefined, and the boundaries
between practices of socialist inspection and ahgitauditing appeared to be
extremely blurred. The establishment of Russianmenraial audit firms did not
automatically lead to recognisable changes in ictspe practice. In the beginning, the
term “auditing” was primarily used to demarcateesvrcontrol area, namely the control
of operations carried out by newly establishedgig\enterprises, rather than to denote
changes in actual inspectipractice The term “audit” had been introduced, but the
practical meaning of audits, and what made themmdisfrom inspections, still had to
be worked out (see e.g. Bychkova, 1996; DanilevdR90, 1991, 1995a, b). In this

context, international auditing standards gainedeasing attention.

The standards were discussed as a mechanism thadugm new audit professionalism

could be articulated and demonstrated. They wee as a device with which to

8 In 1997, 500,000 MS equalled approximately 7 williUS-Dollars (Enthoven, Sokolov, Bychkova,
Kovalev & Semenova, 1998, p. 87).
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imagine the unknown. They constituted somethingitde, readily available and
internationally validated, and which auditors cordter to in their work. At Moskva-
Audit, international auditing standards came t@beforward as a device that could
help the firm and its clients link up with the West world, define a new identity and
realise dreams of market-oriented development.esal Moskva-Audit's senior
auditors put it:

For our company ISAs are important, because thagme our prestige. If a firm offers

services in accordance with international standdrisnk that this is an entry to a more,

well, to a higher level. The business reputatiotheffirm will be much higher and [its

services] more expensive.
(Interview No. 3, 2002)

The Deputy Director and Head of Audit Methodologpted in this respect:

International standards set an example for bedtvpoactice. To show that our audits
follow general principles, that they are of highatity, we have to employ international
standards.

(Interview No. 1, 2001)

The use and circulation of the standards was regatbby the strong presence of the big
international accounting firms in the emerging Rarssaudit market. Since the late
1980s, the then Big Six international accountimmé$ (Pricewaterhouse, KPMG,
Coopers & Lybrand, Deloitte & Touche, Ernst & Youagd Arthur Andersen) had
begun to open up offices in Russia. Soon, theymasdia central position in the
developing Russian audit marKethe Russian business press portrayed them as “the
leaders of the international audit and consultmdpstry — in the world and in Russia”
(see e.gEkspert No. 35, 16.09.1996), as organisations “with mgegrs of experience
and worldwide prominence, prestige and reputat{&@mmersantNo. 46,

22.11.1993). According to the business jouilapert in the first half of 1998 the Big
Six together earned 250-280 million Russian Roupleterms of revenues) in the
Russian audit market, representing about two tlofdee revenues earned altogether by
the hundred largest Russian audit firms at thag {{seeEkspert No. 42, 09.11.1998).

By the end of 1998, after the merger of Pricewatese and Coopers & Lybrand, the
Big Five held approximately a 70%-75% share ofRlnssian audit markeEkspert

° For a detailed account of how one of the Big Sixested in the former Soviet Union see Cooper,
Greenwood, Hinings & Brown (1998).
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No. 11, 22.03.1999% In Russia, the big international accounting fippnemoted ISAs
as guarantors of audit quality and the benchmafgadd practice”. The firms referred
explicitly to the standards in their own work andl# reports, and they participated
actively in the compilation of official Russian tidations of the standards. Further,
they promoted the ISAs — together with Internatigkaounting Standards (IAS) — at
conferences and workshops dealing with mattersusERn accounting and audit

reform.

For many of the newly founded Russian audit busiegsthe big international
accounting firms functioned as role models. The &iig which became later the Big
Five and subsequently the Big Four, were seengen@ations which had the expertise,
international connectedness and economic succasmtny of the more ambitious
Russian audit firms aspired to acquire. Also theagament of Moskva-Audit tried to
model itself on the big international accountimg$. It wanted to turn the Russian firm
into an internationally recognised business; “d adiarnative to the big six firms”, as
the director and founder once remark&@he adoption of international auditing

standards was seen as an important step in thsatiah of such ideaf.

Moskva-Audit began introducing the standards innthe-1990s. As will be shown in
more detail later, a dual functionality was asdalibe the standarditernally, the
standards were promoted as templates on the Hagslsah new organisational
hierarchies and structures should be devised. tHmelards were introduced as a means
to organise, demonstrate and rationalise auditrégpelt was hoped that “workingith
standards” would improve Moskva-Audit's measurestdrnal control and enhance
the economic value of the firm’s audit activitidie standards were expected to help
the management of Moskva-Audit to establish stmestthat would make it possible for
them to turn auditing into an efficient, organieatlly manageable process. Further, it

was hoped thaxternally i.e. to outside audiences, such as clients, atgud and

1 Qut of the Big Five, PricewaterhouseCoopers (P by far the largest market share. In 1998, for
example, the firm earned more than ten times ashnagcthe largest Russian audit firm (in terms of
revenues)kkspert No. 11, 22.03.1999).

1 The founder and director stated this in a newspagiele of a popular Russian business paper 8819
For reasons of confidentiality, the exact referetheils cannot be disclosed.

2 Of course, it should be noted that not all fousdef Russian audit businesses modelled their
organisations on the big international accountinpd. Especially in the 1990s, before the 2001 Russ
audit law was adopted, the Russian audit market pegsilated by a large number of very small firms
which often had only one to ten employees. Thesasfiwere locally oriented and provided mainly
Russian bookkeeping, tax advisory and statutoryit sagvices to smaller organisations, or they were
highly specialised in a specific industry sectod aerved almost exclusively a couple of largerntlie
organisations (see e lgkspert No. 35, 16.09.1996 ariekspert No. 11, 22.03.1999).
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competitors, “workingaccording tostandards” would provide Moskva-Audit with an
identity that underlined its pioneering role in th@velopment of Russian audit expertise
and demonstrated the firm’s level of professiomalif was expected that the standards
would provide outside parties with a clearer, ingdlly validated picture of what

modern, capitalist auditing was about. ISAs camieetoegarded as a core elementin a
regime of post-Soviet representation, through wiMidskva-Audit hoped to overcome
the legacies of the socialist past and gain entrneiwv worlds of Western audit

professionalism.

But the rhetorical appeal of the standards dideasily translate into their technical
operationalisation. Working with the standards imed much more than putting a copy
of the ISAs on the bookshelf. As already suggesigérnational auditing standards are
not effective by themselves. ISAs have to be madeark. And in the case of Moskva-
Audit, the standards had to be taken out of thé&laoal activelymade part of the
organisation. On the one hand, the ISAs had tataged with infrastructures that
would allow people to work with, and have contreég the rules. On the other hand,
external parties needed to be convinced that osenmaking according to standards.
Devices and relations had to be created that atldive firm to demonstrate and
communicate compliance with the standards. Suctegses of organisational
localisation and public certification were not tbbetfree, nor could their course be

determined in advance.

Firms like Moskva-Audit imagined themselves as@gssional community
comparable to those in the West, but the realisatfdhis aspiration was rooted in local
specificity and accompanied by heterogeneity affdrénce. Especially in the early
years of Moskva-Audit’'s development, between 199d H97, the standards became
implicated in an organising logic that, to someeaktrested on Soviet traditions of
scientific management and ideals of total contholiy. In the following, we will
investigate how ISAs can become involved in differéocally variable and conflicting
standardising strategies. We will also examine wbasequences this has for attempts

to establish ISAs as a global connection device.

17



“Machine Dreams”?

The first two centres from which the ISAs begabecacirculated throughout Moskva-
Audit were its Audit Methodology and Audit Quali@ontrol Departments. Here, initial
steps were taken to create an administrative sygtesugh which the standards could
be rendered operable. The international auditiagdstrds were to be embedded in
heavily rationalised and formal processes aimeteabbjectification and
depersonalisation of audit expertise. “Machine ar&aMirowski, 2002) of
modernisation, rooted in ideals of scientific cohtorganisational legibilit}* and

technical efficiency, accompanied Moskva-Audit'slgaudit standardisation projects.

The Audit Methodology and Audit Quality Control Cepments were created in the
mid-1990s, the period when Moskva-Audit had stattethke on its first bigger audit
assignments. Initially, the Audit Methodology Dejpaent was staffed with five people:
Yuri Litkov® and Alexey Yakunin who had both previously workedtwo large
international accounting firms in Moscow; Elenadkaya who had worked for
Moskva-Audit as an auditor since 1992; and two aistriative assistants. The Audit
Quality Control Department was founded in Septendl®86. Initially staffed with four
people, the Department grew rapidly in the follogvirears. The Audit Methodology
Department and the Audit Quality Control Departmsate located at the interface
between the external representation and intergasation of audit work. In both
departments, international auditing standards wesmoted as an instrument that could
provide the firm with a frame of externally acceptegularity and internally
manageable efficiency. The standards were seemeggiatory tool, through which
societal concerns about due professional care dmufatojected into the firm and, vice
versa, the firm’s devotion to modern audit techggloould be communicated to

society — in particular clients, regulators, pesrd other international business partners.

Issues of internal quality assurance and demanelsgitcitly demonstrate professional
due care had become all the more pressing for &ussidit firms when — in 1996 — the

Central Bank stated its concerns about the qualibank audits (see e.ginansovaya

3 This heading is borrowed from the title of Mirw®$R002).

% The notion of “legibility” was first developed amsed by Scott (1998). In his work, Scott usestehe

to describe processes of formalisation, categdsisand standardisation, with the help of which evod
states learnt “to see” and “know” their terrain grebple. In the context of this paper, “organigaio
legibility” is used to describe activities of caddtion and documentation aimed at making audit
activities “legible”, visible and governable, fraime standpoint of the audit organisation.

'3 For reasons of confidentiality, all names havenhefanged.
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gazeta 1996, No. 43). Standardised audit methodologplieated in formal rules and
procedures, was presented by regulators, acadamicthe big audit firms as a
mechanism through which the quality and profesdismeof audit activities could be
significantly improved. But as noted earlier, ISAssolation are little more than vague
textual documents, which neither prescribe norarplvhat it would actually mean to
use them. Apart from the relatively short workingperiences of Litkov and Yakunin in
two of the big international accounting firms in 8é@w, the people at Moskva-Audit
did not have any knowledge of how the standardsdead applied elsewhere in the
world. In any event, the standards do not formahlstreference system. International
auditing standards are frequently revised, updatetichanged. The International
Auditing and Assurance Standards Board regulastieres existing ISAs, removes old
standards and develops new stand&t&ar the people at Moskva-Audit, the standards
represented a moving target, constantly changidglzerefore not easy to pin down
and stabilise within Moskva-Audit’s own structurésirthermore, at that time there did
not even exist an officially authorised Russiamstation of the ISAs. When Moskva-
Audit began to make use of the standards, thetfaeslation attempts had only just
begun, and they were not considered very religbhe member of Moskva-Audit’s
Audit Division stated in this respect:

I remember that when we began to work [in auditifiggt of all, it was not possible to find

the standards in Russian. Some translations existeanly in a very fragmented way.

These were terrible translations. It would havenbeetter if these had not existed at all.

(Interview No. 2, 2002)

The professional association titled the ‘Russiafile@mum of Auditors’ was one of the
first groups that pushed the Russian translatid®As. In the mid-1990s other
organisations, such as audit firms and academiituhens also began the process of
translating the standards. But it was only in thary2000 when these single efforts

merged into a single, uniform and IFAC-authoriseahslation.

The adoption of the standards was further com@ctaty developments in the national
regulatory scene. When Moskva-Audit began the thtotion of the standards, the
Russian government had also started with the dpuredat of a set of national auditing
rules (Danilevsky, 1994). These rules had beeretfanodelled on the International

Standards on Auditing, but they did not constititezal translations. Danilevsky,

'8 For example, between 1999 and 2001 the Board éxised ISA 240 on fraud and error; published a
new Auditing Practice Statement on the audit ofvégive financial instruments and issued two Expesu
Drafts with revisions to ISA 700;he Auditor's Report on Financial Statements
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Ostrovsky and Guttseit (2001, p. 11), three stateasits who were involved in the
drafting of the first set of the Russian standastited in this respect:

The underlying principles of ISAs were almost audtically incorporated in Russian

standards. But, of course, one could not do witlebanges and amendments. [...]

Localization was sought at the outset, which matéfe itself both in the wording of the

Russian equivalents of ISAs and in audit rules doatot have ISA prototypes.
When Moskva-Audit began the adoption of the stashglathe national audit rules were
still in the process of being drafted and had mttheen officially endorsed. But it was
expected that they would become mandatory in the fugurel’ All of these faltering
developments disturbed the stability of the stadsla®n their journey into and through
the Russian auditing world, the ISAs began to cohuap a variety of different contexts
and actors, each of whom accorded them differingontance and interpretations. As a
consequence, the auditing standards became a bhtinexd and multiplied reference
point. The people at Moskva-Audit had to deal witis confusion. They had to find a
way through the different interpretations, Rusgranslations and governmental
regulations that had been attached to the standaydbat they might work ‘according
to the standards®

Moskva-Audit’s Audit Methodology Department triealdeal with the duplication and
local differentiation of the standards through aaantration on the similarities of the
audit process steps described. Standards thatspeodic to and internal to the firm
were created, in attempts to fuse the Russianrdaachational rules. Instead of
juxtaposing Russian and international audit stashglahey were re-joined. In the
opening paragraphs of Moskva-Audit’s internal agtiindards, explicit reference was
made to both the internatioreahd Russian audit standards. The internal rules weife b
on excerpts taken from both the Russian standadishe international rules. To
emphasise international similarity, all texts wpegmeated with Western audit
terminology. Reference was made to the conducanéfytical procedures”

[analiticheskie protsedury], “tests of internal tohsystems” [testy sredstv

7 with the adoption of the federal audit law in Asg2001, national auditing standards have to be
followed when conducting Russian statutory auditse new national auditing standards follow closely
the text of the international standards, but thidlydo not constitute exact one-to-one translasiomhe
national auditing rules, for example, differ inrter of length, detail and added legal requiremefs.
example, they include detailed regulations aboutcational requirements for auditors, legal rightsl a
obligations of audit firms, procedures for the dasmn of audit contracts and recommendationsHter t
performance of tax audits (Remizov, 2001, pp. 5-21)

'8 For an insightful, more general discussion of tlexus between accounting, language, culture and
thought see Evans’'s (2004) analysis of “Languagendlation and the Problem of International
Accounting Communication”.
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vnutrennogo kontrolya], “levels of audit risk” [unay auditorskogo riska] and
“materiality thresholds” [urovny material’'nosti].

Further, the Methodology Department tried to resece the uniformity of the standards
by embedding them in standardised, machine-likét auactices. The elusiveness of the
standards was addressed through the establishin@mtell-structured apparatus of
formal rules. Auditing became couched in a mathaaklianguage of planning and
control. Excel sheet templates, for example, werelbped to aid the mathematical
modelling of audit risk. Algorithms were designedstandardise the calculation of
materiality levels. And detailed statistical samglprocedures were set out to formalise
the selection of audit sampl€sThus, the standards became embedded in a very
specific strategy of rule following. They becameplimated in a strategy that focused on
procedural orderliness, accurate documentatiorttamtbrmally rational appearance of
audit activities. Litkov, Head of Audit Methodology Moskva-Audit between 1996
and 2001, described such a formalistic-mathemagigpfoach to auditing and audit
standardisation in the following way:

Audits should require a minimum of creativity [juefgent] and a maximum of formality.

[...] Auditing is only a technology, a process simila an assembly line, where specially

drilled [nataskanny] staff perform a set of procedurelated to a certain algorithm within

short time and to the required quality. The [aupitfjcess contains a lot of recurring routine

elements that can be highly automated. [...] Starglarake it possible to create an

efficient system of coherent procedures for [sulgit staff activitie$®

In the auditing literature, the approach that Litktescribes has been described as
“mechanistic”. Dirsmith and McAllister (1982), fexxample, distinguish between
“mechanistic” and “organic” audit approaches. Acling to them, mechanistic audit
approaches rely heavily on formalised procedurégreas unstructured, organic
approaches provide more scope for judgement anddidl practical reasoning. At
Moskva-Audit, the mechanistic images of auditing andit standardisation were
grounded at least in part in the former profesdibaakgrounds of Litkov and his

91t should be noted that such mathematical appemadth auditing and audit standardisation were
prevalent in many Russian audit firms at the tinteemvthis field study was carried out. When people
began to redefine audit practices in accordanch Wiestern audit models and standards in the early
1990s, much attention was generally given to “mmatitécal” audit issues, such as statistical audit
sampling, the mathematical modelling of audit @skd calculations of materiality levels. This intgran

the mathematical modelling of auditing is also eeted in academic and professional journal articles
Since the early 1990s, accounting journals, suctBakhgalterskii uchet” [The Bookkeeper's Account]
and “Auditorskiye Vedomosti” [Auditing News] haveeén publishing a large number of articles
discussing the mathematics of audit risk modeks pitos and cons of different sampling technologies
issues connected to materiality level calculations.

2 The quote was taken from an article Litkov hadlistied in 1999.
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group, together with the established traditionSav¥iet scientific management and
control. Especially in the 1960s and 1970s, Sagenomic planning accorded great
significance to administrative science and mathemalatnodelling (see e.g.
Conyngham, 1982; Thompson & Vidmer, 1983). Subjextish as cybernetics and
linear programming, were seen as promising appesattirough which, at least in
theory, scientific control of the Soviet economyicbbe achieved (Thompson &
Vidmer, 1983, p. 79). Litkov had obtained a degremathematics and administrative
science during the Soviet period. Before his caasean auditor, he had worked as a
programmer for the Soviet military. Yakunin, hidleague, had worked in economic
planning for one of the Soviet branch ministrieEhese experiences reinforced beliefs
that auditing standards could be concretised amaepi down with the help of a set of
well-defined procedures and algorithmic decisianigoAs Litkov expressed it in an
interview:

| think that it is quite easy for mathematicians @nogrammers to adapt to the auditing

sphere. For us it is quite easy to deal with sashés as risk analysis, sampling

technologies, the calculation of materiality levets. [...]. Everything which concerns

auditing, well, that doesn’t have any national sofehat is a technology, a science; you

have plans; you have instruments.

(Interview No. 1, 2001)

The adoption of a mechanistic approach to audamdaudit standardisation was
further stimulated by the extreme levels of insidioal uncertainty surrounding
Moskva-Audit. During the early 1990s, governmentvadl as non-state organisations
and individuals experimented with a range of défgreconomic and regulatory models
with the aim of furthering economic and politicedrisition. The transition period was a
period in flux. Processes of privatisation, libesalion and deregulation had moved
post-Soviet Russian society into a state of extrsimetural instability and institutional
uncertainty. As Elster, Offe & Preuss put it (198834), society was “felt to be in a
state of disorder and fragmentation”. In this catjtexcessive proliferation of rules can
be seen as the outcome of the desire for ordestabdity (Elster, Offe & Preuss,
1998). As Litkov described it in an interview, adies of rule development became
associated with stability and certainty:

Our auditors want to have rules and standardsigssdribe in detail what they should do,

and what they don’t need to do. The internatioteidards show you how you should

2! The cases of Litkov and Yakunin are not uniqueni/af the bigger Russian audit firms hired former
natural scientists, engineers and state bureauordise development of their audit methodologies.

22



think. Our [internal] rules show you how to thinkcawhat to do in concrete situations. [...]

If I had to show you all our internal documentsttivouldn’t be just two or three books, as

in the international firms, but several cupboardkdf paper.

(Interview No. 1, 2001)

As with the international auditing standards, Mastudit’s internal rules were
organised according to a series of standardisexkpsosteps, beginning with rules on
audit planning, the assessment of audit risk, ehedlation of audit engagement letters
and then leading on to the collection of audit enick, the documentation of audit
processes and the formulation of standardised eglirts. In addition, internal audit
manuals, methodical instructions and audit riskptiees were developed to delineate

explicit spheres of audit action.

Codifying Compliance

The definition and evaluation of compliance witarstards was grounded largely in
paperwork. In this respect, one could say that Maskudit embraced the standards in
a way similar to many Western audit firms (see Bayver, 1999; Van Maanen &
Pentland, 1994). The basis for matching work taddads became the collection and
storage of standardised “documented representatiGasfinkel, 1967/1999) of audit
work. It was believed that standardised, documeatstit accounts would enable
participants to re-construct past courses of a@mtshowcases” of proper auditing. On
the other hand, we can observe that the colleetnohstorage of such showcases
became embedded in a very specific, locally disitreovay of thinking about auditing
and audit standardisation. New, Western-orientedritgiving” devices (Thévenot,
1984) were adopted to aid the planning, control@mimentation of audit work, but
the application of such Western-oriented routines, large extent, was still rooted in
control and management practices stemming fronStwet period.

One of the core technologies adopted from oneebty international accounting firms
to aid the operationalisation of international a&ngdi standards took the form of a
standardised, fifty-nine-page long documentatiatex Originally, the documentation
index had been developed by one of the then Big fimns for their own internal
control and documentation purposes. The documentatidex was imported by
Moskva-Audit from a big international firm, not grtio aid control but also to
demonstrate international openness and enhancsiymvith Western firms. The
Western origin of the index underlined its autraiiteness and alleged adequacy.
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The indexing system compartmentalised the auditge®into sections of audit
planning, the evaluation of audit risk, the aud#d&nowledge of the audited business,
the description of internal control systems, resaftperformed audit procedures, etc.
Each audit activity was provided with a number. Bindumbers from 1,000 to 1,199,
for example, activities concerning audit planningravreported. From 5,000 to 5,999
the audit of assets was documented. Indices rariging 6,000 to 6,999 were used for
reports on the audit of liabilities. Attached te ihdices were special instructions, for

example for the determination of audit risk, anddeie of working papers.

The indexing system provided the auditors withaarfe of objectification that helped
them establish a predictable, routinised envirortrf@mauditing, an environment that
could be ordered and controlled largely independétite specificities and
complexities of actual audit objects. In so doithg, indexing system constituted much
more than a neutral, technical device aiding tleelpction of accurate accounts of
“what happened”. The indexing system itself wasm@tm@l part of a bigger
organisational apparatus of charts, rules, listsaher form-giving devices that did not
just reflect, but made it possiblegerformwork in accordance with standardsThe
documents collected and stored with the help ofridexing system became
constitutive of work in accordance with standarda way that reinforced Moskva-
Audit’s focus on descriptive accuracy and admiatste orderliness. Especially in the
early 1990s, at Moskva-Audit, much attention waisl pathe checking of single
operations. The audit tests focused on detaileg#action testing. In comparison with
Western contexts of audit activity (see e.g. Pou899), much less attention was paid
to analytical procedures or the audit of the cdraystems of a busine§$Work in
accordance with standards came to be associatedmages of rational bureaucratic
order and formal rule-following. Emphasis was pthoe the disciplinary character of
audit rules. It was believed that the applicatibstandards could be ensured through
enhancing the level of control over individual gitaaners and reducing the scope for
individual judgement. As the Head of the InternaéibAudit Department at Moskva-
Audit described it:

2 The performative role of instruments like the ixitig system is not just a specificity of our casat
has been documented elsewhere as well. See e.gr P99) and van Maanen and Pentland (1994).

% The ISAs define analytical procedures as “evabmstiof financial information made by a study of
plausible relationships among both financial and-fioancial data” (IFAC, 2006, p. 228). Tests of
control are performed to check “the operating éffeness of controls in preventing, or detectingl an
correcting, material misstatements” (IFAC, 2006248).
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The quality of audit work should not depend onpkesonality... on the person that came

to work for the organisation. We only have a gl of certainty that everything is done

with quality, if a person works in accordance vathndardised programmes.

(Interview No. 6, 2002f

Such projects of formal standardisation and codlifony were reinforced by the
demands of outside parties. Western agencies,asittte World Bank or the European
Bank for Reconstruction and Development (EBRD), Manly award audit contracts
to firms who could explicitly demonstrate that stardised, publicly visible, systems of
internal quality control had been installed. AlBussian regulatory authorities, when
carrying out audit quality controls, were primaiiihgerested in determining whether
detailed administrative procedures had been eshtaaiby the audit firms. When this
case study was conducted, Russian auditors hdekeatsued for professional
negligence. But observing the court activitieshait international counterparts,
Russian audit firms imagined that this could beda®e in the future and therefore saw
the establishment of formal controls and documgntachanisms as an important step
in preparing themselves for such events. As Mogkwdit's Deputy Director
commented in an accounting newsletter in 1999:

Audit rules should become the most important arquirivethe review of court

investigations against audit organisations witlpees to allegations of professional

negligence®
Parallel to the indexing system, Moskva-Audit’s Q@yaControl Department developed
a numerical compliance cod®With the help of the code, expertise was represkint
a standardised format, allowing it to be rankednpared and evaluated. The code
consisted of a list of thirty-six different critarwhich audit quality controllers had to
take into account when assessing compliance. Titegiarhad been subdivided into
three main sections. The sections focused on tlreatness and completeness of audit

work with respect to: audit procedures performedtitareports written; and audit files

24 1t should be noted, that such a prescriptive apgtao audit standardisation is not only a Russian
specificity. The recent “clarity project” of the KMSB (International Audit and Assurance Standards
Board) shows that the auditing profession in Eurismgenerally divided about the level of prescaptto

be established by auditing standards. As we cad iea recent article of the journal Accountancy:
“Some take the view that audit quality is likelylde improved by having detailed prescriptive stadsla
[...]. Others, including the APB [British Audit Praoés Board], favour a more principles-based appgroac
recognising that many of the key features of gooditang are dependent on auditor experience and
judgement” (Grant, 2006, p. 84).

%% For reasons of confidentiality more precise detablout the source of the quote cannot be disclosed

% |n the development of internal controls and docutawy mechanisms, the Department based itself
largely on ISA 220, the international standard mealwith “Quality Control of Audit Work” (IFAC,
2001, pp. 158-162). The compliance code had beeelajged by the Quality Control Department from
scratch and, unlike the documentation index, hadeaen taken on from other international institagio
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assembled. The control criteria ranged from gerggrastions asking, for example, for
an overall assessment of the correspondence abtitents of audit procedures, audit
reports and audit files with internal rules and &as laws, to more specific questions
addressing issues of documentary uniformity anch&maccuracy. Quality controllers
had to consider questions such as: does the steustthe audit report comply with the
structure provided in the standards; are senterieady formulated; is every remark of
the auditors backed up with evidence, e.g. souncements; does a memorandum on
audit planning exist; has a statement on the inugdgrece of auditors been attached;
have materiality levels been correctly calculatbuks the selection of the audit samples

correspond with the firm’s internal sampling rules?

The audit quality controllers ranked the extentvtoch each criterion had been met on
a scale from zero (for non-compliance) to one {f@®% compliance). In the second
step, the ranking given for each criterion was ddgeto give a total score. The results
were entered into a table. On the basis of thetalhgrams were created visualising
the quality of audit work delivered by each audérh. Regularly, these diagrams were
forwarded to the director and owner of Moskva-Audditnform him about the
performance of his workers. In so doing, the codiibn systenactivelyhelped
configure compliance. The compliance scores, whiobd at the end of each quality
assessment, helped attribute individual acts ajrjueht to the outcome of rule-
following. They made it possible for controllersdonceal difficulties related to
processes of quality assessment and supplied thénagrid that made compliance
legible from the standpoint of the organisation.gimte Power (1999), the system
made compliance with the standards “auditabldielped the quality controllers at
Moskva-Audit arrive at a common representationioéise audit practice<.The

control system might have intersected poorly whid day-to-day realities of audit work.
Nonetheless, it provided an important referencatgbiat enabled the organisation to
embed standards within its internal regulatoryesyst, and to demonstrate to regulatory

and other bodies that audit standards were bealged.

But how far did these dimensions of regulatory comiity take Moskva-Audit? To
what extent did the “form-giving” devices descrilsabve help turn the international
auditing standards into a connecting device maitipgssible for Moskva-Audit to link

" The above-mentioned points describe general fomstof grading and performance measurement. For
an insightful analysis of grading practices in sulhsee Kalthoff (1996). For a more general disouss
of the objectifying qualities of quantification sBerter (1992).
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up with Western audit worlds? As will be shownhe hext section, although the
standards had been turned into a pervasive, cineglpoint of reference within the
firm, they did not constitute a narrow “obligatgrgissage point” that could be easily
controlled and utilised to generate internatiomaleptance. According to Latour (1987,
p. 150), “obligatory passage points” are constduig things, events, persons and
activities which peopléave topassf they want to belong to a certain group of actors
(e.g. the accounting profession) or a specific netvof activities (e.g. auditing
practices). “Obligatory passage points” refer ® tieans and processes by which
things, ideas or standards in our case, are tuntedtable, “indispensable” entities
(Callon, 1986; Latour, 1987, 1988). In the cas&lokkva-Audit, attempts had been
undertaken to incorporate and stabilise the stasdaithin its audit manuals and
methodologies, but workingith the standards did not automatically translate tinéo
firm becoming defined and classifiedwasrking according tonternational standards. It

is this issue that we now turn to consider.

Struggles for Recognition

The indexing system and the compliance code catéibto the creation and
stabilisation of an administrative control systdrattreinforced images of orderliness
and regularity. This led to an increased appearahtgernal consistency and
conformity, but it did not automatically bring alidigher external acceptance,
especially not at the international level. At Moak&udit, ISAs had become linked up
with very specific, localised strategies of ruléddwing and ideas of what an auditing
standard is. These were not easily compatible Wielstern, in particular Anglo-Saxon,
ideals of auditing and audit standardisation. Wioainted as “working in accordance
with standards” was contested. It was challengethéwyiffering beliefs, demands and
expectations within which Moskva-Audit operatedBAtish audit partner who had
worked for several years in a large internation@itfirm in Moscow remarked in this

respect:

There is a lot of debate. [...] At one end of thectpen you have the former Finance
Ministry controllers [revizory] — their view of iatnal control is to re-perform everything.
If you get the same out of it, you are probablytigAnd then you get the other end of the
spectrum, which | guess would be the Big Five [igigy Four, A.M.] trained professionals
with experience. These two got such absolutely sipp@iews of everything, and yet they
are all part of the same profession.

(Interview No. 33, 2001)
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Moskva-Audit was operating in a differentiated eomiment. There existed different
views on what counted as auditing, on how to apgraand what its outcome should

be. Views differed, for example, with respect te tletail of regulation needed to ensure

audit quality. Views differed also with respecthe objectives that audits should serve.

On the one hand, auditing and auditing standards prmoted as a means to enhance

state control and stimulate compliance with Rustaaation and accounting laws. Such
perspectives were especially propagated by thesuljnof Finance and the Russian
taxation authorities (Danilevsky, 1994; KrikunoW®). Here, auditing standards were
seen as an instrument of juridical regulation tmatld guide state authorities in the
establishment of a coherent system of regulatoeysaght.

On the other hand, there existed more capital niankented views, which regarded
auditing as a control mechanism that was callechup@nhance the information
content of financial statements for economic deaisnakers; in particular private
shareholders. Here, ISAs were regarded as broadipies in need of being grounded
in individual expert judgement and Anglo-Saxon ards of self-regulated
professionalism. Such views were in particularcattited by the big international
accounting firms operating in Moscow and multilatexgencies, such as the World
Bank, OECD and EBRD. At Moskva-Audit, the interoaial auditing standards had
become implicated in faithful, machine-like apptioas of rules, which high-ranking
members of the big international accounting firmgarticular sneered at. As the
following dialogue between two British audit pamm&ho worked for a large
international accounting firm in Moscow illustrat&gestern, especially Anglo-Saxon,
audit professionals saw auditing as something wbainot be learned from a book or
the text of international standards:

Audit Partner 1:How many of them [international auditing standaits/e you read this

week [audit partner 1 addresses audit partner 2 aviimile]?

Audit Partner 2:I can’t remember. It would be embarrassing, ifdd to remember what

order they are in.

Audit Partner 1:You know, that just does not make sense. | coulemeite all the

standards by their title. This is something you kmow. [...]

Audit Partner 2:You can’t learn auditing. That is something you fgogrow into. Auditing

is a particularly psychology-based study; you déedrn that from a book.

Audit Partner 1:A good auditor never looks at the law; never loakthe standards. He

knows it, in its blood. He drank it from his mottsemilk as it were. Ahm, law and
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regulations all they do is formalise that, butié tbasic culture is not there, then you have a
big problen?®

No doubt this is an idealised and stereotypicall&«®axon representation of audit
expertise. Nonetheless, this mirage of audit eigeds something that needs to be
grounded in individual experience and judgemerherathan adherence to rules,
clashed with post-Soviet ideals of regulation andricial control. This disparity was
further reinforced by the different accounting vasrRussian and Anglo-Saxon auditors
were operating in. In contrast to Anglo-Saxon actimg worlds, Russian accounting
was and still is much more focussed on complianitie tax regulations and
government decrees. It is centrally regulated,thedChart of Accounts provides
detailed guidance on how to comply with Russiaroanting rules (see e.g. Bakaev,
2001; Kondrakov, 2004). In addition, we need tceetako account that formal
structures travel more quickly than knowledge axyketise anchored in individual
experience (Drori, Meyer & Hwang, 2006; Westney8 19 The formal texts of the
auditing standards may have reached Russia quiBklythe connecting of worlds is
much more than the arrival of formal standards.rélefurther to go before one can
say that the standards exist within an internatipecepted realm of auditing practice.

The Russian and Western audit worlds did not et by side, on the same horizontal
plane. They were embedded in a hierarchical reiatigp. The breakdown of
communism within Eastern Europe, and the attendexstégitimisation of Soviet
institutional structures, put Western audit firnmsl @udit professionals in a position that
allowed them to present themselves as superidreio Russian counterparts. The
supposedly successful capitalist societies of Wiedtarope and the United States had
become important reference points for what postroamist Russian society aspired to
become (see e.g. Pickles & Smith, 1998). The aeatf new market-oriented political
and economic structures, including the establistmboommercial auditing, relied to a
great extent on the imitation and transplantatibWestern patterns. This strengthened
the positioning of Western audit firms and profesals in the Russian audit market,
who had knowledge and experience on their sidedéition, their Russian
counterparts were lagging behind.

%8 This dialogue was observed by the author duringirfiormal meeting where the audit partners
discussed the usefulness of conferences on intenahtaccounting and auditing standards prepared an
delivered by Western expatriates to Russian aceotsmand auditors. The interchange quoted above was
prompted by a comment that the author made regattiangreat popularity of such events.
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These continuing differences between Russian aedhational audit worlds thus
placed the specific regulatory traditions and l@adountability styles of the Russian
audit world in a curious and inferior position t@la to the actors and agencies that had
entered from the ‘outside’, from the Wé3tn particular, the presence of the big
international accounting firms on the Russian anoditket contributed to the creation of
further axes of local differentiation and partiaidation. The international firms
claimed to be doing “truer” and “better” audits nhieir Russian counterparts on the
grounds of their longstanding experience, worldwiderconnectedness and general
reputation. During interviews that were conductetth\wartners from Western audit
firms, respondents frequently made distinctionsveeh the kind of audits “we, the
internationals” do, and the kind of audits “théy Russians” perform. This depended
on a contrast between the “experienced” Westerticapion of international standards
on the one hand, and the “inexperienced” Russighcations on the other. The
following quotes illustrate some of the differentest were ascribed to Russian
auditing by Western practitioners. A British seramidit partner who had worked for
several years in a big international firm in Moscdav example, pointed to the different
levels of experience:

What they are trying to develop in Russia has talemades, if not centuries, in the West. |

think there is a pretty genuine interest in look&dnow it's done in the West and saying

‘We must do this’ or something like it. But you e do it overnight, if there is no culture

of having done this. [...] In the Western world, ioave years of experience. You have

thousands of practitioners. Here, you don’t haw. th..] What's missing is the experience

and maybe the common sense.

(Interview No. 32, 2001)

Another senior, but Russian, audit partner who @alstked for a big international firm
in Moscow emphasised differences in professionpi@gches:

When talking about Russian audits and internatiandits, one needs to be careful to

distinguish between them. If you take the [Russiad international] audit standards, in

principle, they are not much different from eacheot [...] But you find differences in their

practical adoption, in the practice of auditing.][They [the Russian firms], for example,

don’t understand this concept where, during theétgudcess, you look at the financial

statements as a whole. For them only the indivithaaisactions are very important.

(Interview No. 35, 2002)

29 Cooper et al. (1998) make a very similar pointuihibe constitutive effects of national stereotgpin
Analysing the behaviour of managers in multinatiaeounting firms, they aptly illustrate the coepl
and problematic nature of the idea of an ‘inteioral’ orientation.
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Looking back on his time in Russia during the ed890s, a British ex audit partner,
who also had worked for a large audit firm, refegctmore critically:
Russian auditing grew as a business in the timasl twere. But it was held in very low
esteem when | first went out. It was very much eegaompliance exercise, nobody really
cared about it. [...] And we [the Westerners] weréajignorant.
(Interview No. 41, 2002)
These quotes are not offered as a way of testiffiedactual” realities of Russian
auditing. Whether based on first-hand experiencgereotypes, in both cases the above
remarks reflect and contribute to the creationawf ideology of difference” (Said,
1985), which frustrated the connecting potentiahefinternational auditing standards.
Work conducted in accordance with internationahdéds came to be rooted in
divisions of global and local, Western and posti€oaudit labour. Discourses about
local specificity furthered the incorporation oétetandards in hierarchies of expertise
that were promulgated by the big international aoting firms and their networks. As
a consequence, practices of Russian firms claitaiqgrform work in accordance with
international auditing standards were de-legitimhis&'ork in accordance with
international standards came to be marketablefonihose firms that were already
internationally connected and enjoyed worldwideoggition. Also, Moskva-Audit
came to feel the power of the big internationahBr For many years, Moskva-Audit’s
audit division stood in the shadow of the actiata# the big Western firms. As the
following remark of a senior auditor from April 2D@lustrates, the area of
international auditing was neither a lucrative, widtely accepted business:
Usually, ISA-audited financial statements are regpliby clients who plan to sell shares
abroad, who go for the international markets. Bifortunately, in these cases the big
international firms prevail in the market, becathssr stamp counts for much more than
ours does. Because [abroad] nobody knows what [Megludit] is. And consequently, if
one talks about international audits, usually tigeBve are chosen.
(Interview No. 6, 2002)
The quote indicates that working with internatioaadliting standards had not been
enough to enhance Moskva-Audit’s international ptaece. The international
standards did not fulfil their role as a mechanienconnecting the firm and its clients
with international markets. Or at least they wauificient on their own. To become
widely accepted on an international scale, Moskwuaifthad to do much more than
adopt standards. To become part of the interndtaurgit world, Moskva-Audit had to
find allies who already enjoyed worldwide acceptanks Mary Douglas (1987, p. 59)
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argues, “sameness is not a quality that can bgnesed in things themselves; it is
conferred upon elements within a coherent schefwalogies have to be agreed upon.
Sameness, at least to a large extent, is confanm@dixed by the institutions that
comprise cultural conventions, shared belief systamammon cognitive schemes and
other social and cultural structures (Douglas, 19®745-67). To be widely recognised
and able to overcome local boundaries, Moskva-Auelded wider institutional
support. It had to re-connect itself and the steswlthat it worked with to the wider sets
of ideas, belief systems and institutional contextkin which the ISAs had been
developed, and through which they had been propdgatthe first place. For Moskva-
Audit's management, this meant it had to creatth&irlinkages to the international
world, through international co-operation, the agliment of external accreditation and

other internationally oriented activities.

To achieve this, amongst other things, Moskva-Atalinded in 1997 the “Department
for international audit activities”. For the rungiof the international audit department,
people were hired who were fluent in English, hadrbtrained in the West or had been
enrolled in internationally recognised training grammes which were offered locally,
for example by associations such as the ACCA (Aasioa of Chartered Certified
Accountants). A defining feature of the Departmisgtame its international accounting
expertise. People had been taken on board whodshéxperience with the application
of International Accounting Standards (IAS), AmandGenerally Accepted Accounting
Principles (US-GAAP) and British Generally Accepictounting Principles (UK-
GAAP). One of the main services that the Departrbegan to offer consisted in
reconciliations of Russian financial statement$iwi6-GAAP or IAS. In addition,
members of the international audit department geieeentations at internationally
oriented accounting and audit conferences andledtatl close connections with the
International Centre of Accounting Reform (ICAR)Nfoscow, a Western agency
which had been set up to further the reform of antiag and auditing in Russfa.
Members of Moskva-Audit’s international audit depaent regularly wrote articles for
ICAR’s accounting newsletter and participated iAICs project of creating an IFAC-

endorsed Russian translation of international amglgtandards (IFAC, 2000).

% |ICAR had been set up in 1998 by the European HankReconstruction and Development, the

American Chamber of Commerce, the Foreign InvestrAdrisory Council and the British Department

for International Development in cooperation wilte tRussian Institute of Professional Accountants to
provide guidance to the Russian government andr athgties concerned with the transition towards
international accounting and auditing standards.
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With the newly acquired, internationally orientest@aunting expertise, the aggressive
marketing of it and its relations with ICAR, Mosk®aidit became able to participate
successfully in bids for audit assignments frorerinational agencies, such as the
European Bank for Reconstruction and Developmeiatjd\Bank and the subsidiaries
of Western multinationals. In addition, it becansé\eely involved in the conduct of
Tacis-funded" accounting and audit reform projects, usuallytjgirun by local and
international audit firms. Initially, these involwents did not bring much revenue, due
to their small size and number, but they were a®rsd to be very prestigious and,
hence, important for the further development of M@asAudit’s international
reputation. Through these audit assignments aratiige participation in accounting
and audit reform projects, Moskva-Audit manageduidd more direct contacts with
the international, western audit world and maddfitsidely known amongst Western

agencies and organisations operating in Moscow.

But the new international audit department didneptace Moskva-Audit’s old
“Russian” audit department. Rather, a new worldapetp be createdextto the old.
With more than 150 members, Moskva-Audit's old “geat” [obshyf? audit
department, which had been founded in 1991, coetirta be the firm'’s largest
department, whereas the new international audideyent, which had started off
working with seven people, expanded only to abaldzen members. With the
foundation of the international audit departmengskiva-Audit’'s audit practice began
to become divided, as did the use of the firm’srinal methodological guidelines and
compliance codes. Both departments made referenogetnational auditing standards
and they used the same internal methodologicakgjnis, indexing systems and
compliance codes, although they did this in veffedént ways. The auditing activities
became split into “Russian” and “international” @adrusskiye i mezhdunarodnye
audity]. Moskva-Audit’s old audit department contad to carry out the so-called
Russian audits. These were highly formalised aaddstrdised audits which were

31 The Tacis-Programme Initiative was launched by Eueopean Commission in 1991. Through the
Tacis Programme, the EU seeks to provide grantified technical assistance to countries of Eastern
Europe and Central Asia. The Tacis Programme pesvilpport for projects of institutional, legal and
administrative reform. As a rule, Tacis-funded pot$ have to be carried out in consortiums witleast
one local project partner. Between 1991 and 19971899 and 2005, the EU had launched ten different
Tacis-funded accounting and audit reform projettRussia.

%2 |n Russia, a distinction is made between genemlispecialised audits. Specialised audits aretstgtu
audits carried out in specific service sectorshsagthe banking and insurance industries. Genedits

are statutory audits carried out in all other sescamd not subject to sector-specific regulatideskva-
Audit's general audit department was responsibtetfie conduct of general audits. More specialised
audits, such as bank audits, were carried outharativisions.
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overseen by the Ministry of Finance and primarityed at the checks of compliance
with national tax and accounting regulations. Meatphasis was placed on formal
accuracy and detailed transaction testing. The \wawhich materiality levels were
calculated and audit programmes designed wereyhggahdardised and the quality
control department checked meticulously whethertarsd working papers complied
with the firm’s indexing system, guidelines and huetologies.

In contrast, the international audit departmentbee responsible for the conduct of so-
called international audits. Here, “working accaglio international standards” became
linked to the application of Western accountingpiples (e.g. IAS or US-GAAP) and
the conduct of audits that were not subjected yospecific national regulatory
authority. More emphasis was placed on individxalegtise and judgement, than on
the following of detailed rules. Because the auditeere operating outside the realm of
Russian law, they had more freedom to decide wietks to carry out. As one senior
Russian auditor with an ACCA qualification put it:

You have many requirements and instructions whannyeed to follow when carrying out

a Russian [statutory] audit. It is much easieruditin accordance with international

standards. [...] In a Russian audit you have to chieglenterprise in accordance with

various instructions, which are issued by the iitlial regulatory bodies. Checks that

follow these instructions take up much time. | jushember now, that we had to fill in all

those forms, which were quite long. Sometimes these even 10 pages long. [...] An

international audit [i.e. an audit of financialtstaents prepared in accordance with a non-

Russian accounting framework; A.M.] gives you miseedom and autonomy

[samostoyatel’nost].

(Interview No. 4, 2002)

Moskva-Audit’s international audit department usieel firm’s indexing system and
compliance codes as a starting point in structutsyg/ork. But the department was
accorded much more freedom by the internal quabityrol division in deciding on
how to follow the internal rules. Much less stamlisation was required in the
preparation of working papers, and auditors hadhnmiore freedom in deciding where
the main focus of the audit should lie. The audaldy control department adopted a
“comply or explain” approach when checking the afitlis from the international audit
division. Deviations from the indexing system andpliance codes were allowed, if

the auditors noted down reasons for these in theiking papers.

Between 1997 and 2002, the old audit departmentreed to be Moskva-Audit's main

breadwinner and pillar in the Russian audit wadblgk, the new international department
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was central for Moskva-Audit’s international pretsgion. It made it possible to build
up an international client base and become moeeitijrexposed to Western accounting
and audit expertise. Although the department reethgmall in terms of number of

employees, it became an important window and paficbntact to the West.

In 2000, Moskva-Audit’s international efforts culmaited in the official accreditation of
its international audit department by the World Bafypart from Moskva-Audit, only
seven other Russian audit firms managed to becdielly accredited by the World
Bank as World Bank auditors. The accreditation besed on a survey that World Bank
employees carried out in more than 50 Russian &uai$ during July 2000. The
survey’s aim was to test to what degree the firoramied with international standards.
The survey was carried out on the basis of an cigpeof the firms’ audit files.
Specific attention was devoted to the documentadfomork processes, internal quality
control procedures, adherence to independenceresgemts and the composition of
audit programmes. Further, the employees’ knowledgeternational and US-
American accounting standards was tested. Outedfiftiy firms tested, only eleven
firms, including the then Big Five accounting firmwgere considered to comply with
international standards. For Moskva-Audit, the lssof the survey were of great
importance, as accreditation by the World Bank ddefermously to the firm’s
international credibility, and helped to consoleldMoskva-Audit’'s network of

international support.

But this was still not enough. To become part efglobally operating audit world,
Moskva-Audit had to find additional allies. Its IS®®mpliant audits were still not
marketable on a worldwide scale. On internatiot@lsexchanges, a firm like Moskva-
Audit was not able to compete against the kindesburces and reputation that the large
multinational audit firms had. International capitaarkets distinguish between audits
carried out by small and medium-sized local firsug;h as Moskva-Audit, and audits
carried out by large multinational audit firms -€Bwas PwC, KPMG, Ernst and Young,
Deloitte — or second tier firms such as BDO, Gimirnton and PKF (see e.g. Teoh &
Wong, 1993). As the study by Wolk, Michelson anddffon (2001) shows, by 1999
smaller accounting firms had virtually been elintethfrom the NYSE market, and over
98% of the companies listed on the NYSE had bediexliby the then Big Five
accounting firms. Beattie, Goodacre and Fearnl@@32 draw a similar picture for the

UK. That is, the Big Five firms audited 82.6 pentef all companies listed in the UK,
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100 per cent of the FTSE 100 firms, and 97.8 pet cethe FTSE 250 firms in 2002
(Beattie, Goodacre & Fearnley, 2003, p. 257).

After having explored various ways of showing itselbe ‘western’ or ‘international’,
Moskva-Audit's management decided in 2001 to ajiglymembership in one of the
large international audit networRAt that time, most of Moskva-Audit's Russian
counterparts had already joined one of these iatenmal audit networks and, as
Gendron et al. (2007: 105) would put it, anchotesrtclaims to expertise through their
membership of one of these. For most of these fime&nbership of these networks had
opened up significant new international busineg®dpnities. Seeing this, Moskva-
Audit now sought to do the same. In choosing aiptesaetwork partner, Moskva-
Audit was looking for a network whose brand name adaeady internationally well
known and established. For the firm, it was impartaat the network would be of
considerable size, with an interesting portfolidasfje multinational clients and good
connections to the international regulatory sceng. through membership in IFAC'S’
“Forum of Firms”)3* To attract the attention of such an audit netwbtéskva-Audit
hired a marketing manager with international exgere and education (MBA) to
present and “sell” Moskva-Audit’s international emtation, its work force,
methodological rigour, contributions to local auditorm initiatives and wide-ranging
Russian client-network. Following a series of nregi talks and negotiations, in 2002,
Moskva-Audit managed to become fully incorporatetd ione of the largest
international audit networks. Soon after joining tietwork, Moskva-Audit changed its
name to that of the network. It became part ofnevork’s brand and, thereby,
significantly enhanced its position within the imtational division of audit labou.

The Director and founder of Moskva-Audit commendedvhat membership of the
network meant:

Our accession to the international audit networkksia new stage in the development of

our company. We have always emphasised our committnenational business and

3 Examples of such globally operating audit netwarks: BDO International, Grant Thornton and PKF
International. These networks form the world’s setter of large audit firms after the Big Four.

% The Forum of Firms (FOF) was launched in Janud@§12"to bring together firms which perform
transnational audits and involve them more closgth IFAC’s activities in audit and other assurance
related areas" (FOF Constitution, p. 3). The FORdoeots its business primarily through the
Transnational Auditors Committee, an IFAC committ@eose members have been nominated by the
members of the Forum.

% Moskva-Audit was not a unique case. By the en@Gfi3, most large Russian accounting firms had
been integrated into international audit firm netikgo Examples of such firms are: FBK, who became a
member of the PKF network; UNICON, who became p&the BDO group and Russaudit, who became
a member of Baker Tilly International.
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priorities, but we have never hidden our aspiratigain access to the world community
and expand the stage of our professional actiwitgdding an international dimension to it.
Now we have attained this goal. [...] With the int&gwn into the international network we
can efficiently assist our clients in their entoythe world capital markets, IPOs or
fundraising from Western financial institutions. J.Until recently, international audit was
the exclusive domain of the Big Four. Now we carkenia possible for our clients to have

their IAS-compliant financial statements certifi@idh a “stamp” of an internationally

recognised auditof’

Moskva-Audit’s incorporation into the internatiomatwork provided the firm with
greater chances of being seen and identified esaHlat is able to provide work in
accordance with international standatddser alia, the membership enabled Moskva-
Audit to register with the US-American Public Compaversight Board (PCAOB)
and to carry out audits for companies listed onNk& York Stock Exchange. Thereby,
the firm could not only strengthen its internatibo@nnections, but also further extend
its already strong position in the local Russiaditamnarket. Ultimately, Moskva-
Audit’s director became a member of the networktgiinational council, which
allowed the firm, for the first time, to explicitgxert influence at an international level,

rather than just react to Western directives aaddszrds.

What had made it possible for Moskva-Audit to jdie network? Working with
international standards had been a necessaryymd means sufficient condition.
What had attracted the network's attention wasnbtrelated to Moskva-Audit's
adoption of international standards. It was alskdd to the general reputation that the
firm had managed to build up in the Russian auditket, the recognition it had gained
from the Russian World Bank office, the co-opematiath ICAR, and its contributions
to local accounting and audit reform projects.ddition, Moskva-Audit had a portfolio
of interesting Russian clients, which it could lgrinto the network, and good relations
with national regulatory institutior€.Thus, joining the network and becoming defined
as “working in accordance to standards” had requinech more than investments in
form, organisational structure and audit methodgpldighad also involved hard
representational work, the establishment and atlow of public relations, the
management of diverse expectations, and the foomatid maintenance of a balanced
network of different local and non-local allies. dwith the joining of the international

% The quote was taken from Moskva-Audit’s websitéNiovember 2003. For reasons of confidentiality,
website details cannot be disclosed.

3" Members of Moskva-Audit, for example, were activ@volved in the work of the Audit Expert
Council, which had been set up by the Ministry dhahce to further the cooperation between
government, audit firms and professional assoaiatio
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audit network, finally, Moskva-Audit had begun th®cess of connecting the multiple
and diverse ‘worlds’ of international auditing stiands.

Discussion and Conclusion

To make an audit compliant with international stamdd means satisfying multiple
conditions. It depends on much more than ‘propahhical implementation. It is
equally linked to a firm’s position within hierarels of credibility, and its ability to
generate acceptance across many different frante$evénce, regulatory contexts,
political programmes and economic circumstances Maskva-Audit, the decisive step
in becoming recognised as working in accordanch iniernational standards was the
joining of a large international audit network, ahd re-naming of the firm to that of

the network. The ISAs turned out to be of lowereathan the names of the
international audit groups. The legitimating andke&ing potential of ISAs had

become closely linked to the names and ranks e&dir established, large western audit
firms. The application of international audit stards on their own did not have the
capacity to constitute an international audit. in&ional auditing expertise had become
the territory of the big international firms, andernational auditing standards had been

turned into an exclusive label for them.

In a way, the ISAs had come to lead a double enxgsteOn the one hand, the standards
had been propagated as a universally applicab#istig measure. They had become
implicated in dreams of auditing as a uniform deirocedures, and desires to create an
internationally homogeneous whole. In particulagulatory authorities and multilateral
organisations, such as the World Bank, the OECDIBAE, had promoted the
standards as a means of increasing the qualitigramty and international

comparability of audit practice. As a consequersegcially for developing and
transitional economies seeking trans-national itnmeat and political acceptance,
adherence to international standards came to leasea crucial factor for the
establishment of international recognition andtletacy. The ISAs became regarded as
an entry point for modernisation and achieving egjeince. Underlying their spread

had been universalising and homogenising semauititte inclusion of everyone
(Meyer, Boli, Thomas & Ramirez, 1997).

On the other hand, the standards had come to acgjoinal authority only in a very
specific realm. The ISAs had been incorporatedhreearchy of credibility led by the
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large, globally operating audit networks. The stadd had become involved in
strategies of the big international firms seekimgtabilise and protect their
occupational monopoly, for example, with respeddnvices provided to companies
listed on Western stock exchanges, such as theYsekvor London Stock Exchange.
These firms had used the rules to reaffin@ir leading market position and
credentialise¢heir audit practice. The universality of the standdrdd become confined
to a specific locus. Ideals of audit universalismd anternational standardisation had
become attached to a particular group of auditiemnd their activities. Dreams of
sameness had become enmeshed in problems andgsaxtiexclusion. What
standardisers in post-Soviet Russia had considered modern was seen as outdated in
the West. The politics of international entrepret@unetworks, to a large extent, had

come to determine the legitimising and connectioigptial of the standards.

Also in the case of Moskva-Audit, adopting the lak@ame of an international audit
network had led to highénternationalinstitutional recognition than the organisational
incorporation of the standards. To become modekestern terms, the management
of the audit firm had to establish an explicitlygmationally oriented audit department
with a new generation of auditors holding Westartoanting qualifications and
possessing knowledge of Western accounting rules.ifiternational auditing
department provided Moskva-Audit with the possibitf creating small, confined
pockets of reform, which the firm could use to teaat to the West and develop a
network of international support which, finallydléo its membership of the

international network.

But Moskva-Audit’s integration into the global audetwork did not lead to a complete
dissolution of local differences. On the contrahg brand name of the international
audit network had made it possible for Moskva-Audiachieve both, to become
defined as working in accordance with internatisgtahdards by the West whilst
maintaining at least some of its local specificibyvisions between its Russian audit
department serving the Russian audit market andtésnational auditing department
serving international markets, for example, corgohto exist — at least up to the point
when this paper was written. The joining of thenak had made it possible for
Moskva-Audit, and the ISAs respectively, to conéria inhabitmultiple contexts and
audit cultures, old and new, local and global, Westind post-Soviet worlds of audit

activity. With the name of the global audit netwdokal differences had become
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legitimate and, moreover, internationally market¢allbining the international audit
network had been important for Moskva-Audit, aallibwed the firm to join the “world
community” of audit firms. Thereby, the firm cowdynificantly enhance its
international reputation, open up new business appities and get closer to the
methodologies of internationally established aadpertise. But equally Moskva-Audit
constituted a strategically important partner fag hetwork. Through Moskva-Audit’s
membership, the network became able to createrdiakages with the Russian audit
world, delineate new spheres of audit activity argand its global business territory.
The “connecting” of worlds is the process of formmsuch multiple linkages, including
the various detours and experiments that MoskvaitAad to undertake before it could

finally stabilise its connections — at least faxlaile.

In the long run, Moskva-Audit’s integration intcetlylobal audit network may stimulate
the harmonisation of its audit approaches withehafshe other member firms of the
network. But it is very unlikely that this will léao the reproduction of a monolithic
and unitary ‘Western’ audit culture. As the stugyBarrett, Cooper and Jamal (2005)
has shown, the homologies that international angistandards help to produce, for
example in areas of audit methodologies and pratesstures, are always
accompanied by difference, even at the level @danternational audit networks.
These differencester alia, arise out of the locally specific accounting freorks,
economic interests, political contexts and reguatwiltures within which the auditors

and their clients are operating.

From this it follows that processes of audit stadation can hardly be closed or
finalised. International auditing standards domente a clearly bounded existence.
Processes of international audit standardisatioillat® between sameness and
difference, universalism and particularism. Theywmback and forth between ideas of
cross-national comparability and contexts of I@gcificity. To paraphrase Brunsson
(2000), we have to be careful not to conflate shatidation and uniformity. The value
and applicability of ISAs can be strategically rgogated by those who claim to work
with them, or who try to regulate auditing in actamce with them. Although the
adoption of ISAs is often motivated by attemptétagine and create auditing as a
uniform, internationally homogeneous whole, diffezes between the local and non-
local, between the big international and the smatidigenous audit firms, can never be

completely erased. Ideals of audit universalismiaternational comparability become
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enmeshed in, and challenged by, global divisioreualit labour, problems and
practices of power and exclusion, and strugglestoa-professional distinction, which

in turn promote as well as undermine the conneafngorlds through standards.

International auditing standards constitute a pgwea but by no means unequivocal
reference point. The firm we investigated triedgtabilise and concretise international
auditing standards, initially through the estabfigimt of machine-like internal rule
systems and work processes. Although these ruteragsto some extent, resembled
those of large international firms, their creatwas not enough to enhance Moskva-
Audit’s international acceptance. The attractivertbat the standards came to enjoy
was rooted in beliefs that they could be used@maecting device to become accepted
by, and integrated into, Western world of auditibess. But the integrative power of
the standards was undermined by existing divisadraudit labour, processes of intra-
professional differentiation, and discrepanciesvieen different local accounting and
accountability cultures. International auditingmstards stimulated the production of
uniform representations of audit work, for examplth respect to written audit reports,
working papers and audit files. But this uniforméipne did not lead to greater

acceptance and international integration.

Hence, one needs to be careful to distinguish btwéandard forms of carrying out a
process and standards as an abstract concept, @ gggamchmark which actors aspire
to. In the case of Moskva-Audit, international dindj standards were translated into
standard forms of carrying out audit processesttstdid not result in the transmission
of uniform, clearly identifiable audit ideas. Imational Standards on Auditing might
have the capability to produce harmony in form,thely are still far from being able to
increase convergence with respect to professigmbaches, programmes and ethical
attitudes to actual audit work. Whether or notrinéional auditing standards arrive at a
certain place, and whether or not they are “sufgkgstranslated, is always prone to
debate. ISAs evoke ideas of similarity and compéagibbut they do not constitute a
universal yardstick against which auditing pracican be easily measured or
compared. What standardisation means is constamtigde and traversed. Although
international auditing standards make referen@mitmrete audit techniques, for
example with respect to sampling or testing procesitthey do not entail very precise

definitions of the objectives and outcomes of agitau

41



As this paper has shown, the ambiguity of the stedslis both their strength and their
weakness. To be connectable to a variety of diftesguations, worlds, dreams and
ideals, ISAs necessarily have to maintain a leabstraction that can only be made
concrete by the users themselves. The text oftmelards is formulated in an abstract
manner, so that it can embrace a variety of mearang interpretations and, thereby,
make the standards attractive to a wide range@flpeand institutions. On the other
hand, the vagueness of the ISAs makes it difficutiold them in place. International
audit standardisation agendas are implicated ange of heterogeneous interests,
mechanisms and instruments which can undermineititerconnecting and reform-
engendering function. Hence, rather than assurhiaigl$As function as carriers of
“best practice”, this paper draws attention todpen and fragile nature of processes of
translation and standardisation. It shows how thedards became embedded in, and
were made to mediate between, multiple arenasaft action and representation.
Studying the micro-processes of audit standardisati post-Soviet Russia can help
direct our attention to important issues and pnoisleonnected with the promulgation
of Western audit models and standards and how thegsend on multiple processes of

“connecting worlds”.
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