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ABSTRACT

This study investigates the effect of remote work and the moderating effect of social norms on
workers' self-reporting behavior regarding working hours. Our first research question explores
whether remote work affects the overstatement of working hours. Our second research question
explores the combined effect of remote work and social norms on the overstatement of working
hours. We also explore two factors that might explain the relationship between remote work
and overstatement of working hours: auditing likelihood and social pressure. We use an
experimental case scenario where we manipulate physical distance (remote work vs. office) and
peers' social norms (honest vs. dishonest). Our results show that remote work does not exert
any significant effect on participants’ overstatement of working hours. Additionally, our results
also show that the combined effect of remote work and social norms does not exert any
significant effect on the overstatement of working hours. Our results show a mediating effect
of auditing likelihood on remote workers' overstatement of working hours. Additionally, our
results show a mediating effect of social pressure on office workers' overstatement of working
hours. Both mediations have opposite effects over the effects of remote work on the
overstatement of working hours. Overall, our results suggest that a company's information and
social pressure are interpreted differently accordingly to physical distance. Our study
contributes to both literature and practice. Specifically results from our study can increase
companies understanding of the differences between remote workers’ and office workers’ self-
reporting behavior and the role of the company’s information and social pressure on the issue.
Keywords: Performance misreporting, Remote Work, Informal Controls, Social Norms.

1 INTRODUCTION

Remote work represents a flexible work arrangement where the employee can work
from home or another remote location outside the office (Groen, van Triest, Coers, &
Wtenweerde, 2018). In this study, we investigate the effects of remote work on overstatement
of working hours. Specifically, we explore whether remote work can affect the overstatement
of working hours and whether the combination of remote work and social norms exert different
effects on remote workers’ and office workers’ overstatement of working hours. Moreover, we
explore how remote work affects the overstatement of working hours through perceptions of
auditing likelihood and the company’s social pressure.

For managers, the physical distance between employees and the company represents a
challenge, given that the lack of direct monitoring allows employees to engage in pernicious
behavior, such as misreporting or social loafing (Blaskovich, 2008; Lill, 2020). In terms of
agency costs, it becomes harder and more costly for companies to monitor their employees
without seeing them promptly (Jensen & Meckling, 1976). Therefore, the main concern is
whether employees are indeed working when they are out of managers’ sight, which is
corroborated by frequent comments about remote work, such as “working from home is
shirking from home” (Bloom, 2020).
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Most of all, managers wanted to be aware of their employees’ behavior either through
software, apps, or simple timesheets. Because of the increased physical distance between the
employee and the company and the diminished monitoring possibility, remote work creates an
ideal opportunity for employees to misreport aspects such as their working hours. However, in
light of contradicting research (Bruggen, Feichter, & Haesebrouck, 2020), remote work might
not cause individuals to misreport but instead offers an opportunity for individuals that would
misbehave despite their location. Therefore, due to this conflicting evidence and (possible)
behavioral changes that arose during the pandemic, our first research question focuses on
examining whether remote work affects employees’ overstatement of working hours.

In companies, it is common to see the influence of peers on individuals’ behavior
through the enactment of social norms (Brunner & Ostermaier, 2019). One important aspect of
the enactment of social norms is salience (Smith & Louis, 2008). This means that individuals
can only be influenced by peers when peers’ behavior is salient enough to become a norm
(Cialdini, Reno, & Kallgren, 1990). This might suggest that in an environment where
information about peers is less salient, such as in remote work, individuals might be less likely
to conform to peers” social norms. However, there are several technological tools that allow
individuals to communicate with one another and see each other's activities (Zoonen et al.,
2021). These communication tools, like instant messaging and videocalls, are meant to avoid
employees’ isolation from their supervisors and their peers (Rudolph et al., 2020).

Moreover, research has shown that distance can enhance individuals’ adoption of social
norms (Ledgerwood & Callahan, 2012). By improving their ability to think more abstractly —
distancing themselves from the situation — individuals at a higher distance conformed more to
the group’s opinion compared to individuals at a lower distance (Ledgerwood & Callahan,
2012). Along with the amount of information that employees have from peers, these findings
suggest that the physical distance from remote work environments might not impair
individuals’ ability to infer about peers™ social norms. Therefore, our second research question
investigates the moderating effect of peers’ social norms on the effects of remote workers on
overstatement of working hours.

Research on the effects of physical distance on misreporting showed that individuals
have different perceptions over monitoring (Lill, 2020). So, on the one hand, based upon the
perspective that individuals that work remotely are more distant compared to individuals that
work in the office, the expectations of lower monitoring could drive individuals to misreport
more. On the other hand, research from remote work during the pandemic showed an increase
in employees’ perception of monitoring (Delfino & van der Kolk, 2021; Hafermalz, 2020).
Because of the number of technological tools that allowed remote workers to work, individuals
also were more visible, by their own choice or by the company’s choice (Hafermalz, 2020).
This means that research conducted before COVID-19 might not reflect the shift in employees’
monitoring perceptions. Therefore, our first hypothesis predicts the mediating role of auditing
likelihood in the effects of remote work on the overstatement of working hours.

Research also shows that company’s incentives can lead employees to engage in
opportunistic behavior (Sauer, Rodgers, & Becker, 2018). This happens because incentives are
not properly aligned with companies' goals or because, when combined with other controls,
incentives can have an undesired effect on employees’ behavior (Sauer et al., 2018). Moreover,
employees justify these acts of pernicious behavior to companies’ pressure to do so given that
rewards are generally attached to unachievable goals (KPMG Forensic, 2013). This pressure
that leads to misreporting can become even more challenging to be disregarded if employees
believe that this is a social norm from the company. Therefore, our second hypothesis predicts
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the mediating role of a company’s social pressure, in the form of employees’ incentives to work
extra hours, in the effects of remote work on the overstatement of working hours.

To assess these research questions and hypotheses, we conduct a 2 x 2 between-
participants web-based experiment. We use Prolific Academic to select our participants and to
conduct the experiment. WE manipulate the physical distance in two levels: Remote and Office.
we also manipulate Peers' social norms on two levels: honest and dishonest. We find no
significant results from the remote workers' and office workers' overstatement likelihood. WE
also see no significant difference between honest or dishonest peers' influence on participants’
overstatement. Moreover, wE find no significant results for the interaction between physical
distance and social norms.

Our results from the mediating variables posit that remote workers show a higher
auditing likelihood than their office counterparts. Accordingly, our results show that the
influence of auditing likelihood on overstatement was only significant to remote workers.
Additionally, our results show that office workers have higher perceptions than remote workers
that the company's social pressure is to work extra hours, which subsequently creates higher
overstatement. Finally, our results show that auditing likelihood and social pressure are
significant to performance misreporting. Then, both mechanisms help explain RQ1 and RQ2
since remote work indirectly affects overstatement through auditing likelihood and the
company's social pressure. While auditing likelihood reduces overstatement, the company's
social norms increase, which do not suppress each other but work in different directions.

This study contributes to the literature in several ways. First, we build on Lill (2020)
and Briiggen, Feichter, & Haesebrouck (2020), to extend the findings on honest reporting by
exploring the impact that the reduction of direct monitoring on account of flexible work
arrangements have on employees' self-reporting behavior. Our results show that, regardless of
their location, individuals behave relatively similarly. In addition, our results show that auditing
likelihood influences remote workers' overstatement of hours.

Second, building on Brunner & Ostermaier (2019), we add to the accounting literature
on social norms by exploring how peers' influence plays a role in employees' behavior. Prior
accounting studies have investigated how control system design affects social norms and the
consequent behavioral change (e.g. Cardinaels & Yin, 2015). However, there's still a lot to
investigate about these effects on employee behavior when there's a diminished opportunity for
controls to enact, such as flexible work arrangements (Groen et al., 2018).

Third, we contribute to management control systems literature on the role of audit
adoption as mitigators of pernicious behavior (Cardinaels & Jia, 2016). Our results show that
the link between auditing and behavioral change is not always straightforward, specifically in
environments with incentives (company's social norms) and external influence (peers' social
norms). Additionally, our results contribute to the new stream of literature that explores
COVID-19's effects on employees' perception of monitoring and surveillance (Delfino & van
der Kolk, 2021; Hafermalz, 2020; Lee, 2021), which consequently affected their auditing
perceptions.

The study has practical implications. Since the COVID-19 outbreak, companies have
been forced to adapt and discover how to control employees when working remotely. Several
companies announced that they would not return to the office after the pandemic (Levy, 2020).
Based on the study's results, companies could use their current technology-based control
systems more effectively. Nonetheless, companies must design their control systems based on
the amount of interaction they want employees to experience. In other words, even though
interaction among employees can be beneficial for employees' work, it can also be harmful in
dishonest environments, as seen in the comparison between remote workers and office workers.
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Our results show that auditing likelihood is fundamental to remote workers'
overstatement but that it mainly comes from the company's messaging rather than peers'
influence. Additionally, our results also show that the incentives that the company provides to
ensure employees' effort might backfire when combined with peers' reported behavior for office
workers. Companies can consider that remote workers and office workers have different
perceptions from the company's messaging, especially when peers' interactions can highlight
pervasive behavior.

2 THEORY AND HYPOTHESES
2.1 The economic aspect of the relationship between physical distance and misreporting

The economic aspect of the relationship between physical distance and misreporting? is
in line with classic economic theory in the figure of the economic human (i.e., homo
economicus), and, more specifically, with companies’ agency concerns, in which companies
expect employees to act upon their interests and not in companies' interests (Jensen & Meckling,
1976). Mainly, companies need to ensure appropriate incentives and incur monitoring costs to
guarantee that employees will engage in activities that align with companies' interests (Jensen
& Meckling, 1976).

One of the critical aspects of remote work is the distance between employees and the
company. In terms of remote work, due to the diminished possibility for monitoring,
companies’ expectations rely on employees optimizing their utility by engaging in activities
that are not consistent with companies' interests, such as expectations of performance
misreporting (Blaskovich, 2008; Lill, 2020; Weisner & Sutton, 2015). Moreover, the benefits
of physical proximity extend to facilitating information transferring and monitoring (Choi, Kim,
Qiu, & Zang, 2012). Therefore, the primary expectation from economic theory would be that
there is a direct relationship between distance and misreporting. In which, in a higher distance,
without any monitoring (or without the right amount of monitoring), individuals would likely
maximize their own utility by misreporting their performance.

2.2 The psychological aspect of the relationship between physical distance and
misreporting

The economic theory still does not fully explain the underlying mechanism that would
lead individuals to have different behaviors according to the distance, relying on the
psychological aspect. Physical distance is part of a broader construct that affects remote work.
We borrow the concept of physical distance (i.e., spatial distance) from Trope and Liberman’s
(Trope & Liberman, 2010) Construal Level Theory of psychological distance. The theory posits
that individuals can only experience situations and objects that are proximate to them, whether
by distance or by time (Trope & Liberman, 2010). Nevertheless, they can still imagine different
experiences and put themselves in different situations (Trope & Liberman, 2010). This happens
because individuals can form “abstract mental construals of distal objects” (Trope & Liberman,
2010, p. 440).

According to Trope and Liberman (2010, p. 441), “we view high-level construals as
relatively abstract, coherent, and superordinate mental representations, compared with low-
level construals”. Moreover, “CLT contends that people use increasingly higher levels of
construal to represent an object as the psychological distance from the object increases” (Trope
& Liberman, 2010, p. 441). This abstractness of mental representation, created by the
psychological distance, affects individuals’ predictions, evaluations, and behavior (Trope,
Liberman, & Wakslak, 2011).

! One typical employee’s misconduct is misreporting of working hours (Taylor Jr., 2019). For example, individuals might
overstate their working hours or increase their billable hours to inflate their performance, such as those seen in accounting or
law firms. Therefore, performance misreporting consists of misrepresenting, a proxy used to appraise performance.
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Remote work is an example of a phenomenon that might encompass the four
dimensions? of psychological distance (Weisner & Sutton, 2015). Even though remote work
might be closely related to only physical distance or a combination of the four dimensions
(Weisner, 2015), the theoretical expectations from Trope and Liberman (2010) suggest that
there is an interrelationship between the four dimensions. Therefore, in this study, WE only
focus on the physical distance dimension of psychological distance as the conceptual aspect of
remote work.

2.3 The link between the economic and psychological aspects of physical distance and the
possible effects on performance misreporting

On the one hand, there is a number of examples in literature that display individuals’
opportunistic behavior when presented with physical distance. Part of the literature shows that
physical distance can increase misreporting since information asymmetry between the
employee and the company offers more opportunities to be dishonest and a smaller probability
for the employee to get caught (Lill, 2020). This is consistent with the different levels of CLT
and the relationships between the dimensions, in which the individuals in a higher physical
distance have different perceptions over hypothetical distance (i.e., audit probability), which
leads to higher performance misreporting.

On the other hand, there is also research that does not show the connection between
physical distance and misreporting, such as Nagin, Rebitzer, Sanders, and Taylor (2002).
Additionally, Briiggen et al. (2020) discuss whether the location (i.e., the physical distance)
influences individuals’ behavior and find that these effects are bounded to selection effects. In
other words, individuals that already had opportunistic intentions saw this situation as a means
to act upon it. These results also show that remote work (i.e., physical distance) might not be
what is driving opportunistic behavior but rather working as a way to accomplish this behavior.

Finally, in addition to the conflicting results in the literature, part of the literature from
the COVID-19 pandemic explores another crucial change that might affect the relationship
between physical distance and misreporting: monitoring perceptions (Delfino & van der Kolk,
2021; Hafermalz, 2020). If, before the COVID-19 pandemic, individuals had lower perceptions
of monitoring when working remotely (Bradner & Mark, 2002; Lill, 2020), it seems that this
might not be the case during and after the pandemic. Research on monitoring during the
pandemic shows that a great part of employees experienced an increase in their monitoring
perceptions (Delfino & van der Kolk, 2021). Companies not only increased the amount of
monitoring technology with apps, software, instant messaging, and videocalls but also
increased the number of interactions between the employees and their managers or supervisors
(Delfino & van der Kolk, 2021).

This means that prior expectations from the effect of physical distance on individuals’
performance misreporting might not hold after the pandemic. Overall, what literature seems to
point is that, even before the pandemic, the results were not a consensus, in which the physical
distance would not unequivocally lead to performance misreporting. Additionally, the shifts in
monitoring perceptions and the data on remote workers’ productivity also seem to point that
this relationship is not as straightforward as expected. Therefore, we posit Research Question
1 as follows:

RQ1: Does remote work affects individuals’ overstatement of working hours?

2 Four dimensions constitute psychological distance: temporal distance (i.e., the when), spatial distance (i.e., the where), social
distance (i.e., the whom), and hypothetical distance (i.e., the whether) (Liberman & Trope, 1998).
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2.4 Remote work, social norms, and performance misreporting

Social norms® are important to companies because they are able to inform, either through
example or by other types of informal controls (e.g., mission statement, value statement) what
is the accepted behavior (Abernethy et al., 2020; Cialdinwe & Goldstein, 2004; Fischer &
Huddart, 2008). Mostly, social norms can also be harmful to the company if the norm is not
aligned to the company’s interests (Emett, Guymon, Tayler, & Young, 2019). The engagement
in self-interested behavior consistent with the conformity to dishonest social norms is
dependent on the degree that individuals identify themselves to the observed group (Wenzel,
2005). This suggests that, given their identification with their peers, individuals are more
inclined to conform to dishonest social norms when observing that this is a norm among peers.
In addition to that, conformity to social norms is not symmetrical since individuals tend to
conform more to social norms that are more self-interested to them than norms that are more
socially interested (Emett et al., 2019). The asymmetrical conformity to social norms is related
to how salient these norms are to the individual, enabling dishonest social norms to be perceived
more strongly (Cialdinwe & Trost, 1998).

The conformity to social norms becomes less clear in environments where peers'
behavior is not so transparent to the individual. Moreover, when individuals do not have this
information or, more precisely, when this information is bounded to a phenomenon such as
physical distance, individuals tend to be less influenced by their peers (Brucks, Reips, & Ryf,
2007). In terms of operationalization, the physical distance could have an effect on a key aspect
of social norms: interaction. Nevertheless, to ensure remote work’s success, companies
massively adopted Information and Communication Technology (ICT) (e.g., software and
Apps) (Coelho, Faiad, Rego, & Ramos, 2020). Overall, ICTs provide interaction to employees
and supervisors (OECD, 2021). Interaction can be achieved through several technological tools
that enable the employee to engage with her peers and supervisors (Sewell & Taskin, 2015;
Tokarchuk, Gabriele, & Neglia, 2021).

Reinforcement of workplace relationships in remote work environments is also crucial
to knowledge sharing, paramount to several organizational structures (Cascio & Aguinis, 2008).
These workplace relationships among peers are also highly dependent on the intensity of remote
work; moreover, literature from before the pandemic showed that the frequency that an
employee works remotely is negatively associated with coworker relationships (Gajendran &
Harrison, 2007).

On the one hand, this established connection might still be less powerful than the ones
that are made personally. Despite acknowledging the importance of these technological tools,
remote workers, before the pandemic, believed that they were still incomparable to face-to-face
interaction (Richardson & Mckenna, 2014). This suggests that the physical distance from
remote work also brings fewer interactions between employees and the company, even with the
adoption of ICTs. If that is the case, the adoption of social norms, whether for honesty or
dishonesty, would be much harder since employees would be less aware of what are the norms
that are in place.

On the other hand, companies increased their amount of interactions during the
pandemic at exceptional levels. The ICTs generally used for interaction before the pandemic
were emails, calls, and instant messaging, which are less-rich mediums of communication than,
for example, a video chat (Fonner & Roloff, 2012). With the increasing use of ICTs, companies

% Social norms can be differentiated as what people commonly do (i.e., descriptive norms) and what is commonly approved
(i.e., injunctive norms) (Cialdini, Kallgren, & Reno, 1991). This literature has also shown that norms can influence people’s
behaviors. In this study, as in others in the accounting literature, social norms are seen as norms of what people (i.e., peers) do
in the company.
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were able to interact with employees in a more synchronous manner, with richer mediums, and
at a much higher rate (Zoonen et al., 2021). This suggests that the interaction issue might be
less straightforward as prior literature expected.

Social norms literature also does not have a consensus about the combined role of
physical distance and norm conformity. Research shows that increasing individuals' distance
would lead to higher abstraction (i.e., as proposed on CLT), which, in consequence, would
allow individuals to adapt to the demands of a situation, such as the conformity to social norms
(Ledgerwood & Callahan, 2012). This suggests that, such as the interaction issue, the physical
distance might not have the expected effect in relation to social norms conformity. Finally,
when facilitated by ICTs, individuals might have a sufficient amount of information to comply
to the social norms that are in place. Social norms are endogenous, which means that the process
of understanding and complying with the norms is within the individual (Fischer & Huddart,
2008).

Overall, literature is conflicting in terms of the effects of social norms on performance
misreporting when individuals are physically distant from each other. Since the literature is not
consistent about the effects of peers’ social norms on physically distant individuals’
performance misreporting, we posit Research Question 2 as follows:

RQ2: Does the effect of social norms differ between remote workers’ and office
workers’ overstatement of working hours?

2.4 Mediating roles of auditing likelihood and company’s social pressure on remote
workers’ reporting

Rational economic theory and Construal Level Theory posit that the control problem
over remote work is that the location conveys perceptions of (lower) monitoring that entails
opportunistic behavior (Blaskovich, 2008; Lill, 2020). In sum, participants that feel less
monitored believe that the possibility of getting caught lying (Lill, 2020) or social loafing
(Blaskovich, 2008) is lower compared to the ones that feel more monitored.

Nevertheless, as mentioned before, during COVID-19, there was a shift in employees’
monitoring perceptions regarding remote work due to the increase in the use of ICTs that
facilitated managers’ monitoring and interaction (Delfino & van der Kolk, 2021). Moreover,
remote workers were feeling much more monitored than when not working remotely, which
led a great part of them to report feelings of anxiety (Lee, 2021)

Generally, companies adopt probabilistic audits to avoid misreporting, using a sample
of the information provided by ICTs (Ewelt-Knauer, Schwering, & Winkelmann, 2021; Lill,
2020). Prior literature posits that when individuals believe that they might be audited, they tend
to refrain from misreporting (Cardinaels & Jia, 2016). The underlying principle behind this
reasoning in remote work is the different monitoring perceptions caused by the likelihood of
the event to happen (i.e., getting caught) (Blaskovich, 2008; Trope et al., 2011).

In a way, individuals can behave opportunistically due to lower monitoring perceptions.
However, the increase in ICTs adoption might lead to individuals' different perceptions on
monitoring. Therefore, the assumption that individuals with higher physical distance from the
company would have lower monitoring perceptions that would lead to lower perceptions in
auditing likelihood is not straightforward.

Still, both streams of literature focus on the different monitoring perceptions, as in, the
physical distance will decrease (increase) individuals’ monitoring perceptions, which will
consequently decrease (increase) their perceptions of auditing likelihood, affecting their
performance misreporting. However, there is no consensus on the literature as to whether office
workers or remote workers might have higher monitoring perceptions compared to their
counterparts. Therefore, despite not directing whether remote work will increase or decrease
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individuals’ overstatement of working hours through perceptions of auditing likelihood, there
is a strong expectation from the literature that this effect will happen. In line with that, we posit
our first hypotheses as follows:

H1: There is a mediating effect of auditing likelihood between remote work and
the overstatement of working hours.

Additionally, literature has also explored the role of social pressure on performance
misreporting (Fiolleau, Libby, & Thorne, 2018). This pressure can come from all sorts of
sources, such as peer pressure or organizational pressure in the figure of the supervisor or the
CEO (Chief Executive Officer), for example (Bishop, Dezoort, & Hermanson, 2017; Hartmann
& Maas, 2010). This perceived pressure leads to the development of a social norm that
individuals understand as the behavior that they should perform or not perform (Fishbein &
Ajzen, 2011).

These norms, however, are not always from the same source and not interpreted on the
same manner, which classifies them differently (Cialdinwe & Trost, 1998). For example,
individuals can see their peers misreporting and understand that it is acceptable behavior,
justifying their misreporting based on that (Cardinaels & Jia, 2016). This is based on the belief
that this is a behavior generally accepted or “what people do” and, as mentioned before, is
consistent with descriptive norms (Cialdinwe et al., 1990). Additionally, individuals can also
perceive or be informed about what type of behavior they should do, which is consistent with
injunctive norms (Jacobson, Mortensen, & Cialdini, 2011). For example, a CFO (Chief
Financial Officer) might justify her misreporting, given that the CEQ is pressuring her to meet
expected results (Bishop et al., 2017).

In terms of organizational pressure, companies can also pressure to other types of
misreporting, such as overstatement of hours (Murphy, Wynes, Hahn, & Devine, 2019). Several
companies tend to develop social norms in which working overtime is a sign of dedication,
rewarding employees for doing it or punishing employees for not doing it (Cha, 2013; Feldman,
2002). Since misreporting often happens motivated by financial or social pressures (Murphy et
al., 2019), when this is also an established norm from the company (Cha, 2013), employees
might not only feel compelled to do so, but they might also justify their misreporting on the
matter due to the company’s pressures.

In terms of remote work, this pressure might lead to two situations. On the one hand,
since literature shows that the effect of social norms might be higher or lower on performance
misreporting when individuals are physically distant, the company’s social norms might also
(not) be an explanation to individuals’ behavior. On the other hand, the literature also shows
that remote workers frequently have to work more hours compared to their in-office colleagues
because companies tend to have higher expectations from them (Coelho et al., 2020).

Therefore, expectations rely on the fact that a company’s social norms, in the figure of
pressure to work extra hours, will be able to explain individuals’ performance misreporting
either when they are physically distant or when they are physically closer. In line with that, we
posit our second hypothesis as follows:

H2: There is a mediating effect of social pressure between remote work and the
overstatement of working hours.

www.congressousp.fipecafi.org



0090 : : 2
2 2_ 22°¢ USP International Conference in Accounting
USP International “Accounting in favor of sustainable development”

Conference in Accounting

Séo Paulo 27 a 29 de julho 2022.

3 METHOD
3.1 Research instrument — The case scenario

We run a 2x2 between-participants experimental scenario* specially developed for this
study. Experimental scenarios are commonly used in accounting literature to inquire about the
likelihood of behavior (e.g., Hartmann & Maas, 2010). Participants had to decide on their
working hours' report based on the presented situation in the case scenario beforehand. In their
decision, participants faced a trade-off between reporting their actual working hours and not
harming the company due to improper financial earnings (i.e., compensation based) or
overstating (i.e., misreporting) their working hours, displaying consistent behavior over
previous working hours and willingness to go the extra mile for the company. Regardless of
their decision, participants are paid equally, solely with their participation fee.

The experimental scenario depicted a situation where the business analyst (i.e., the
participant) works for an IT company named TJS. The background story portrayed information
about its year of foundation, size, locations worldwide, products, and services. It also
characterized the business analyst's function in the company and the number of other business
analysts who work in similar positions under the firm's local management.

After this introduction, we assigned participants to one of the two Physical Distance
manipulations. Both Physical Distance' and Social Norms' manipulations are embedded in the
scenario. In addition to the standard part of the case scenario, participants assigned to the
Remote condition read that they work from home and do not interact with colleagues daily. At
the same time, participants assigned to the Office condition read that they work from the local
company headquarters building and interact with colleagues daily.

Specifically, participants in the Remote Condition read the following: “In this industry
is very common that people work in the office, however, like other business analysts from the
company, you work from home®. This means that you and your colleagues do not interact®
with each other on a daily basis.”. While, participants in the Office condition read the
following: “In this industry is very common that people work from home, however, like other
business analysts from the company, you work from the local company headquarters
building. This means that you and your colleagues interact with each other on a daily basis.”.

Going forward, participants read more information about their work requirements,
alongside colleagues’ work requirements, such as budget and forecasting for new products. In
that instance, it is explicitly stated that both their work and their colleagues' work require an
equivalent amount of time and effort to finish. This means that they can infer about their
colleagues' working hours with their amount of hours.

It is also explicit that the company relies on project completion and self-reports of
weekly working hours to evaluate employees. On that note, the company's culture assumes that
working hard means working a lot of hours. Employees who overcommit to the company's
culture (i.e., work extra hours) are preferable for raises and promotions over the ones that do

4 In this study, the scenario’s adoption was a design choice to avoid internal validity issues. We wanted to ensure no reduction
of control in the experiment since otherwise the condition that explores physical distance - the Remote condition - would require
participants to complete the task in a different place.

5 The manipulations were also highlighted in the experiment to ensure that they were salient for participants.

6 We decided to clarify to the participant the amount of interaction they had with colleagues to control for possible problems
associated with participants' perception of their interactions or knowledge of what other colleagues were doing. Additionally,
participants' past experiences working remotely alone and/or with a group of people could influence their decision. Therefore,
the clear statement of (zero) interaction emulated a more precise scenario to participants. This design choice is also in line with
the aspect mentioned above of remote work (i.e., Trope and Liberman’s CLT) that involves a more significant concept than
physical distance. Higher interaction with peers could mainly decrease participants' perception of their physical distance
(Bradner & Mark, 2002). Hence, to guarantee the study’s internal validity, we chose not to leave it to participants’ interaction
perceptions.
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not work as many hours. We also informed participants that their compensation at the company
is based upon contract hours (i.e., 40 hours per week) with a fixed salary plus the variable
compensation - paid at the end of the month - based on the amount of weekly extra working
hours. This establishes the motivation for employees to report extra hours since it results in
better prospects for their future in the company and more money at the end of the month.

Since working hours are crucial for TJS, employees were asked to input their weekly
amount of working hours (contract hours + extra hours) into TimemanagementTJS, the
company's system. They were also given a baseline of their average weekly working hours (55
hours per week, or 40 contract hours + 15 extra hours’). This was a design choice to ensure that
participants understood the variability of their extra working hours on that particular week.
Furthermore, participants also read that, despite the report, it's improbable that participants’ and
colleagues' working hours would be audited later.

Previous research focused on presenting descriptive norms' manipulation (i.e., peers'
information) as descriptive information about peers' past behaviors, giving participants enough
data to compare their behavior with what is presented (Schultz, Nolan, Cialdini, Goldstein, &
Griskevicius, 2007). Accounting research also employs the same procedure of active
manipulations of peers' honesty or dishonesty by conveying messages about peers' behavior to
participants (Cardinaels & Jia, 2016). We borrowed the idea of explicitly informing the
participant about peers' behavior (i.e., the majority of your colleagues are overstating their
actual working hours, and the majority of your colleagues are reporting their actual working
hours) from previous research.

3.4 Dependent Variable

The dependent variable — Likelihood to overstate — was measured by asking participants
to indicate their (hours) overstatement likelihood over the situation described in the case
scenario with the following statement: “It is now Friday afternoon, and you need to enter this
week's number of hours worked into TimemanagementTJS, the company's system. In an
average week, you work 55 hours, so 15 hours more than the minimum specified in your
contract. However, this week you were working on a less demanding project and put in only 42
hours of work, or just 2 more extra hours. You are considering whether you should input a
larger amount of working hours than the ones you actually worked this week.

From 1 to 7, where 1 is "Definitely not do it" and 7 is "Definitely do it", how likely
would you overstate your number of worked hours in this situation?”.

4 RESULTS AND DISCUSSION
4.1 Participants

We recruited participants® on Prolific for the experiment. Participants read on the study's
description that they would participate in a decision-making study based on a presented case
scenario. Participants were randomly assigned to different experimental conditions.

The demographics showed that 46.15% of participants had an undergraduate degree,
with the remaining participants holding an MBA (17.95%), an MSc (29.49%), and a Ph.D.
(6.41%). Participants had an average age of 31.41 years (SD=8.13), and 63 (40.38%) were
female, and one did not want to disclose their gender. They had an average of 9.48 years of
work experience and 3.83 years in their current position. We found no significant effects when
using participants™ characteristics as controls (i.e., age, gender, average work experience, time

7 This amount of extra hours could be a limitation to the study’s results, considering that several countries’ legislations establish
a maximum of weekly working time.
8 We prescreened for participants that 1) were fluent in English, to avoid possible language-related misunderstandings, and 2)
with at least an undergraduate-level education, and 3) that marked "WE sometimes work from a central place of work and
sometimes remotely" in their work characteristics.

10
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in the current position). Participants were mainly from European countries, with the majority
of them from the United Kingdom (25.64%), Portugal (16.03%), and Poland (10.90%). Despite
not being evenly distributed across conditions, participants’ nationalities did not significantly
affect results®.

The experiment was conducted twice, with 45 participants®® in the first round and 139
participants in the second round, with 184 participants. We assured that participants'* are evenly
distributed through the experimental conditions, with 51.09% (48.91%) of participants in the
High (Low) Peers’ dishonesty manipulation, and with 51.63% (48.37%) in the Remote ( Office)
conditions in the Physical distance manipulation. Finally, participants in the first round of the
experiment received an average of £4.73 per hour, while participants in the second round
received £5.24 per hour'?,

4.2 Results
4.2.1 Does remote work affects the overstatement of working hours?

Our first research question inquires whether physical distance, in the figure of remote
work, affects performance misreporting, in the figure of overstatement of working hours.
Descriptive statistics show that participants assigned to the Remote condition had, on average,
a lower likelihood to overstate their working hours compared to the Office condition (2.82, SD
= 1.74 vs. 3.01, SD = 1.96). These results, however, were not statistically significant between
conditions (t = -0.63, p > 0.1, two-tailed). The descriptive statistics results show that
participants in the Remote condition reported lower intention to overstate their working hours.
However, since the difference between remote workers and office workers' overstatement of
hours was not significant, the results point to the fact that remote work might not have a main
effect on participants decision to overstate (or not) their working hours.

We conducted an ANOVA to investigate the effects of remote work on the

overstatement of working hours. Table 1, Panel A depicts the ANOVA results.
Table 1 — ANOVA examining the effects of Physical Distance on Performance Misreporting
Panel A: Main Effects

Source df MS F p-value
Phy_smal Distance (Remote x 1 134 0.39 0.531
Office)

Residual 154 3.43

Panel B: Simple Effects df MS F p-value
Simple effect of Physical

Distance in the Honest Condition 1 1.33 0.38 0.542

of Peers Norms

Simple effect of Physical

Distance in the Dishonest 1 0.18 0.05 0.815
Condition of Peers Norms

9 We used Nation both as a covariate with the overall sample and also tested all four clusters separately. We did not find any
significant effect of Nation on the dependent variable in these conditions.

10 This first round was conducted beforehand for a pretest and was added later for further analysis. Notably, our results are
similar if we exclude the first round.

1 We only excluded participants who failed at least two manipulation checks or two attention checks from the sample, resulting
in 156 participants total. We chose to only exclude participants that were in this situation since We detected that some
participants might have failed it by mistake (e.g. clicking on the wrong button). To ensure that this was the case, we asked
participants, after their payment, whether they had any points of clarification, and several of them confirmed that they clicked
on it by mistake. Excluded participants were evenly distributed in all experimental conditions, with 14 in the remote
manipulation, 14 in the office manipulation, 13 in the dishonest condition, and 15 in the honest condition.

12 participants™ fees are different in both rounds since they are calculated according to the median completion time of the
experiment by Prolific.
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Our results show no significant effects from Remote Work on the dependent variable,
overstatement of working hours. Mainly, we found that the participants in the remote condition
behaved similarly to participants in the office condition. The increased physical distance
between themselves and the company did not make their answers significantly different from
their office counterparts. Moreover, simple effects results shown in Panel B are also in line with
the results of the main effects, showing that remote work is not significant to the overstatement
of working hours.

This is in line with Briggen et al.'s (2020) findings since less honest individuals tend to
look for a less monitored environment (i.e., remote work). Still, when controlled for the
selection effect, the location has no significant impact on individuals' honesty. Briiggen et al.'s
(2020) data was also collected after the COVID-19 outbreak, corroborating our reasoning and
results about fundamental changes that might have occurred in individuals’ perceptions about
remote work. Additionally, the results are also in line with several research that show how the
economic human reasoning might not be a consensus in situations where monitoring might be
impaired or limited, such as in Nagin et al. (2002).

Finally, even though the results are not significantly different, the mean scores for
overstatement of working hours from participants that are in the remote condition are lower
than the ones that are in the office condition. This suggests that participants in the remote
condition might have shifted their perceptions over monitoring not only to have similar
perceptions to the participants in the office condition but rather to show higher monitoring
perceptions, as shown in Delfino and van der Kolk (2021). We investigate this suggestion
further in our mediation analysis.

4.2.2 Do social norms exert different effects on remote workers?

Our second research question inquires about the effects of social norms on remote
workers’ and office workers’ overstatement of hours. Descriptive statistics showed that both in
the Remote and Office Conditions, participants that were in the Dishonest Peers Condition
reported lower overstatement of working hours than participants that were in Honest Peers
Condition. Specifically, remote workers with dishonest peers had lower mean scores for
overstatement of working hours than remote workers with honest peers (2.79, SD=1.73 vs. 2.89,
SD =1.97). This difference, however, was not significant between conditions (t=-0.23, p> 0.1).
Additionally, office workers with dishonest peers also had lower mean scores for overstatement
of working hours compared to office workers with honest peers (2.86, SD=1.78 vs. 3.13, SD
=1.98). Yet, this difference was also not significantly different between conditions (t=-0.61,
p>0.1).

The connection of social norms on performance misreporting was extensively explored
in the literature, with overall findings that show how honest and dishonest peers might affect
individuals' decision making, as seen in Cardinaels and Jia (2016) and Maas and van Rinsum,
(2013). Nevertheless, the literature has not given enough attention to these effects while
accounting for physical distance. Mainly, we are interested in how the interaction between
physical distance and social norms affects performance misreporting.

In order to answer RQ2, we run an ANOVA to test for the interaction between remote
work and peers' social norms on overstatement of working hours. Our results show no
significant effect from the interaction, as shown in Table 2 Panel A.

Table 2- ANOVA examining the effects of Physical Distance and Peers Norms on Performance
Misreporting
Panel A: Main Effects
Source df MS F p-value
Physical Distance (Remote x Office) 1 0.19 0.05 0.817
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Peers Norms (Honest Peers x Dishonest Peers) 1 0.09 0.03 0.868
Physical Distance * Peers Norms 1 0.28 0.08 0.776
Residual 152 3.47

Panel B: Simple Effects df MS F p-value
Slmp_le effgct of Peers Norms in the Remote Condition of 1 133 038 0542
Physical Distance

Simple effect of Physical Distance in the Dishonest 1 018 005 0815

Condition of Peers_Norms
Additionally, the simple effects of peers social norms for remote workers and office
workers for overstatement of working hours are also not significant, as seen on Table 2, Panel
B. Overall, our results show that not only remote work does not affect the overstatement of
working hours, but also the interaction of remote work and peers' social norms has no significant
effect on it. Mainly, results are consistently showing that there is no moderating effect of peers'
social norms on the relationship between remote work and participants’ overstatement of
working hours. When taken together with descriptive results, our results become even more
counterintuitive, given that, regardless of being remote workers or office workers, participants
in the dishonest peers' condition report lower mean scores for overstatement of working hours
compared to participants in the honest condition.

One possible explanation for this phenomenon is linked to participants’ monitoring
perceptions and to the way that peers social norms are conveyed. Literature shows that the
influence of social norms on individuals’ decision making is not symmetrical, in which bad
social norms (i.e., dishonest peers) exert a higher effect compared to good social norms (i.e.,
honest peers) (Emett et al., 2019). Nevertheless, particularly in our study, participants are not
aware of social norms by observation but rather by the company’s email. The email conveys
peers' overall reporting behavior but also informs participants of the company’s possible
monitoring.

So, in a sense, while participants might be more influenced by the fact that their peers
are overstating their overstatement of working hours — and be able to justify their own
overstatement because of it - they might also see the information about dishonest peers as a
stronger warning of the possibility of getting caught. As well as the opposite, since, in a way,
peers' honest social norms can influence them to not overstate their working hours but can also
allow them to believe that peers might be overstating their working hours but are not getting
caught. This is consistent with Brunner and Ostermaier (2019), that show that, when relying on
partial transparency, individuals tend to assume that their peers are being dishonest rather than
honest.

4.4. Mediation Analysis
4.4.1 The role of auditing likelihood and company’s social norms on overstatement of
working hours

Our model assesses the mediating roles of two variables — auditing likelihood and
company's social pressure - and their effects on the overstatement of working hours. We
investigate the first hypothesis, which states that there is a mediating effect of auditing
likelihood®® between remote work and overstatement of working hours. To examine this, we
investigate whether their auditing likelihood can explain their overstatement of hours decisions.
On a seven-point Likert scale, we asked participants post experimentally to indicate their
agreement level to the sentence "I believe that there's a great likelihood that our hours will be
audited".

13 To avoid any misconceptions on auditing likelihood and capture only the participants' perception over it, we explicitly told
them that "you also know that it is very unlikely that yours and your colleagues' working hours would be audited later" in every
condition. Hence, their auditing likelihood is based solely on their perception of Physical Distance manipulation.
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We use structural equations-based path analysis to test the indirect effects of remote
work on the overstatement of working hours through Auditing likelihood. Figure 1 shows the
path analysis. The goodness of fit is confirmed with a root mean square of error approximation
(RMSEA) below the threshold of 0.06, standardized root mean square of approximation
(SRMR) of 0.015, below the cutoff value of 0.08, and Comparative Fit Index (CFl) above the

threshold of 0.95 (Hu & Bentler, 1999).
Figure 1 — Indirect effects of Remote Work on Overstatement on working hours through Auditing
Likelihood and Social Pressure

Auditing

Link 1 Likelihood
Coef: -0.47 Link 2
p=0.06%*% Coef: -0.16
p=0.06%*%
Link 3
Coef: 0.02

=0.9 F
p=0.933 Overstatement of

Working Hours

Remote Work

Link 4
Coet: 0.41
p=0.08%%*

Social Pressure

*p <0.01, **p < 0.05, ***p < 0.1

Consistent with expectations in H1, we find that remote work is significant to
participants' perceptions of auditing. Results show that the effect of remote work on auditing
likelihood is significant (Link 1 of Figure 1, f=-0.47, z= -1.83, p<0.1), and that the effect of
auditing likelihood on overstatement of working hours is also significant (Link 2 of Figure 1,
$=-0.16, z=-1.84, p<0.1). Results from the indirect effect of remote work on the overstatement
of working hours are also significant (6= 0.17, t = 1.93, p < 0.05), confirming the mediating
role of auditing likelihood.

Moreover, the descriptive results showed that participants in the remote condition
showed higher auditing likelihood compared to participants in the office condition (3.85,
SD=0.19 versus 3.37, SD=0.17), with a significant difference between these results (t=1.85,
p<0.05). These results explain why remote workers presented lower overstatement of working
hours compared to office workers. Mainly, consistent with current literature from the pandemic,
participants in the remote condition had a higher perception of monitoring than in the office
condition. Furthermore, consistent with theory (Cardinaels & Jia, 2016), participants that have
higher (lower) auditing likelihood displayed lower (higher) overstatement!* of working hours,
mean scores confirm that this difference is significant (3.19, SD=0.21 versus 2.61, SD=0.19,
t=1.99, p<0.05). In sum, participants that had greater perceptions of being audited were less
likely to overstate their working hours.

Additionally, when divided by the Physical Distance conditions, participants in the
remote work condition were significantly influenced by whether they had a higher (lower)
auditing likelihood to display lower (higher) overstatement. Mean scores results showed a
significant difference between remote workers with lower perceptions about auditing than
remote workers with higher perceptions on overstatement decisions (3.31, SD= 0.29 versus
2.39, SD=0.24, t=2.44, p<0.01). Results from office workers are in the same direction, with

14 We used the mean score of auditing likelihood (3.62, SD= 0.13) to create a dumour variable with 0 as low auditing likelihood
and 1 as high auditing likelihood.
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office workers with higher (lower) auditing likelihood overstating less (more). However, results
are not significantly different (3.09, SD=0.31 versus 2.90, SD=0.32, t=0.40,p>0.10).

Again, these results explain why remote workers had a lower overstatement of working
hours than office workers since remote workers not only believed more in their likelihood of
being audited but were also the only ones that significantly reduced their overstatement because
of it. These results show that, while office workers had the same behavior (i.e., mean scores are
in the same direction) from their remote counterparts, their perception of the likelihood of
auditing was not significantly influential to their overstatement of working hours.

One possible explanation for this shift in auditing likelihood is how the second
manipulation (i.e., peers' social norms) affected participants. Since peers' social norms are a
source of information about how one should behave (or, in the case of dishonest peers, could
behave), social norms could also influence participants' perceptions over auditing. More
specifically, when participants receive the information about peers' behavior, they can either
see that as (a) a warning to not overstate since they might be caught or (b) justify their
overstatement tendencies. In sum, individuals might show higher (lower) auditing likelihood
due to their physical distance while also experiencing a higher (lower) influence from auditing
due to peers' social norms. Moreover, this shift might also explain the difference in perception
between remote and office workers towards their perceptions over auditing likelihood.

To test this possibility, we also explore how participants behaved when segregated by
the physical distance and the peers' social norms manipulation. Mean scores results show that
consistently with the previous results, remote workers still showed higher perceptions over
auditing likelihood compared to office workers. When faced with honest peers, remote workers
showed significantly higher auditing perceptions than office workers (3.78, SD=0.27 vs. 3.26,
SD=0.21, t=1.53, p<0.1). When faced with dishonest peers, participants showed higher
perceptions over auditing likelihood compared with honest peers, with remote workers again
displaying higher scores (3.90, SD=0.27 vs. 3.48, SD=0.27, t=1.08, p>0.1); however, results
are not significantly different. Again, these results suggest that remote workers and office
workers saw the peers' social norms information as a warning, specifically when faced with
dishonest peers.

Additional results show no significant difference between remote workers with
dishonest peers' information and honest peers' information (3.90, SD=0.27 vs. 3.78, SD=0.27,
t=0.32, p>0.1). The same results were consistent with office workers (3.48, SD=0.27 vs. 3.26,
SD=0.21, t=0.64, p>0.1). Again, these results show that the company's information increased
(decreased) participants' auditing likelihood. However, it also suggests that, due to the lack of
significance, participants were affected by the company's information on their peers' behavior
and not by the peer behavior per se.

Overall, this exploratory analysis suggests that remote workers might interpret the
company's information about peers more strongly than their counterparts. Remote workers
could be analyzing any information from the company as surveillance that captures peers'
reported information. This information may be more substantial to remote workers due to the
lack of other information that they receive from their peers, as in, the company provides the
only information about their peers.

Another complementary possibility is that participants in the remote condition feel less
trusted, which is consistent with prior literature from before (Weisner & Sutton, 2015) and after
(Delfino & van der Kolk, 2021; Hafermalz, 2020) COVID-19. The reasoning would be that
remote workers already feel less trusted than their counterparts (a perception that is not
controlled or explored in our design) and, alongside the lack of interaction with peers, would
see the company’s information as a reassurance that they are being closely monitored.
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4.4.2 Company's social pressure and overstatement of working hours

As mentioned before, our second hypothesis investigates whether their perception of the
company's social pressure can explain their overstatement of working hours, more specifically,
whether they believe that the company wants them to work extra hours. On a seven-point Likert
scale, we asked participants post experimentally to indicate their agreement level to the sentence
"I believe that the company wants me to work a great number of hours".

On the same model presented in Figure 1, we explore the indirect effects of the remote
work on the overstatement of working hours through participants’ perceptions of social
pressure. Consistent with the expectations in H2, we find that remote work is significant to
participants' perceptions of social pressure. Results show that the effect of remote work on
social pressure is significant (Link 4 of Figure 6, p=0.41, z= -0.47, p<0.1), and that the effect
of social pressure on overstatement of working hours is also significant (Link 5 of Figure 6,
$=0.23, z=2.42, p<0.05).

Again, consistent with the previous explanation, mean scores results show that
participants in the remote condition had lower perceptions that the company required them to
work extra hours compared to their office counterparts (5.23, SD=0.17 vs. 5.64, SD=0.16, t=-
1.72, p<0.05). At the same time, participants with lower perceptions of social pressure declared
lower overstatement of working hours than participants with higher perceptions®® (2.48,
SD=0.19 vs. 3.23, SD=0.20, t=-2.54, p<0.01).

These results partly explain the lower mean scores from office workers on auditing
likelihood compared to remote workers. They suggest that office workers were more concerned
about the company's social pressure to work extra hours than about the possibility of auditing.
Results are in the same direction when divided by the peers' social norms. With an increase in
the company's social pressure effects on office workers when receiving information about
dishonest peers compared to honest peers (5.88, SD=0.18 vs. 5.42, SD=0.26, t=1.44, p<0.1).

These results are consistent with prior social norms literature that shows that descriptive
norms can enhance the effect of supportive injunctive norms (Smith et al., 2012). More
specifically, both peers' dishonest social norms and the company's social norms are directed to
enhance the overstatement of working hours, which might contribute to participants'
justification process. Not only are they reading that their peers are overstating, allowing them
to justify their overstatement (i.e., "everybody is doing it"), but they are also aware that their
bonuses and promotions are based on working extra hours (i.e., "the company is forcing me to
overstate™).

Contrary to that, remote workers are not significantly affected by their peers' social
norms (5.06, SD=0.25 vs. 5.43, SD=0.23, t=-1.04, p>0.1) in their perceptions of company's
social pressure, which is consistent with results found over auditing likelihood. This is in line
with part of the social norms literature that focuses on the possibility of higher influence of
social norms on office workers than remote workers on overstatement of working hours. One
of the underlying theories behind this reasoning relates to the constitution of social norms;
specifically that social norms are bounded to individuals' identification with the group that
presents the norm (Lapinskwe & Rimal, 2005). Social identification is also more salient in
organizational environments that allow individuals to interact with each other easily, such as in
situations with higher proximity (lower physical distance) (Hinds & Kiesler, 2002, p.173).
Since participants in remote condition do not have interactions with colleagues, it is less likely

15 We used the mean score of Social_Pressure (5.37, SD=0.11) to generate a dumour variable with 0 as low pressure and 1 as
high pressure.
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that they are able to identify themselves with their peers. This would explain why the social
norms were only significant to office workers.

To test for this explanation, on a seven-point Likert scale, we asked participants post
experimentally to indicate their agreement level to two sentences, adapted from De Cremer &
Van Vugt (1999), "How much do you identify yourself with your colleagues?" and "Do you
consider yourself as belonging to your group of colleagues?”. Mean scores show that remote
workers significantly identify less with colleagues (3.39, SD=0.16 vs. 3.85, SD=0.18, t=-1.89,
p<0.05) and consider themselves less belonging to the group of colleagues (3.50, SD=0.18 vs.
4.41,SD=0.17, t=-3.61, p<0.01). In sum, these results suggest that remote workers were not
affected by peers' social norms and the company's social pressure due to their lack of
identification and belongingness to their colleagues.

Finally, since both variables — auditing likelihood and social pressure - were mediating
physical distance effects on overstatement, it is important to investigate how the interplay of
these variables affected the overstatement of working hours. More specifically, whether both
variables (collectively or solely) were supressing or enhancing participants' overstatement of
working hours. To test for that, we regress'® auditing likelihood and social pressure on the
overstatement of working hours. Untabulated results show that, as expected from prior results,
both variables are significant to participants' overstatement of working hours, which is
consistent with the different responses from remote workers and office workers to their effects.
Moreover, their effects are counteracting each other, with auditing likelihood decreasing (5=-
0.16, t=-1.85, p<0.1) and social pressure increasing ($=0.23, t=2.43, p<0.05) overstatement,
but not suppressing one another (i.e., both relationships are significant). This is also consistent
with the previous results that these mediating variables were significant to different
relationships, with auditing likelihood to remote workers and social pressure to office workers.
5 CONCLUSION

In this study, we explored the effects of remote work on overstatement of working hours.
To do that, we developed our first research question, which inquired about the effects of remote
work on employees’ overstatement of working hours. Next, we developed our second research
question, inquiring whether peers’ social norms exert different effects on remote workers™ and
office workers™ overstatement of working hours. Finally, to understand the underlying
explanations behind the effects of remote work on employee’s overstatement of working hours,
We explored the role of auditing likelihood and social pressure. We posited the first hypothesis
that there was a mediating effect of auditing likelihood between remote work and overstatement
of working hours, and we posited the second hypothesis that there was a mediating effect of
social pressure between remote work and the overstatement of working hours.

Our results from the first research question showed no significant difference between
remote workers' and office workers' overstatement likelihood. The results, although not
significantly different, also showed that remote workers had lower scores on overstatement of
working hours compared to office workers. Additionally, our results from the second research
question also showed no significant difference in the combined effect of remote work and peers’
social norms on overstatement of working hours. Moreover, we found that both remote and
office workers displayed lower scores on overstatement of working hours with dishonest peers
compared to honest peers.

Our results showed that auditing likelihood was significant to remote workers,
decreasing their overstatement likelihood. These results were a possible indication that, due to
the lack of interaction with peers, the company's information about peers’ reporting behavior

16 WE used a OLS regression instead of an ANOVA for this test given that WE was using ordinal variables (Likert scale points).
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was much more influential to remote workers than to office workers. Future research should

explore how remote workers with different degrees of interaction would react to the company's

message about peers' overstatement.

Further, our results show that social pressure only significantly mediated the effect of
office workers on the overstatement of working hours. We interpreted this in the light of social
norm theory, which states that the interplay between an injunctive norm (company’s social
pressure) and a descriptive norm (peers' norms) increases the directed behavior. These results
add to a very broad stream of literature about the detrimental effects of incentives, showing that
even non-financial incentives, such as the one from the study, can increase employees'
pernicious behavior. We also explored why the company's social norm was not significant to
remote workers and found that consistent with theory, social identification plays a role in social
norms effectiveness and that remote work aspects make it harder for individuals' social
identification. Future research could investigate how individuals' interactions over technology-
based controls affect principal-agent relationships differently. Another stream of future research
could also focus on the extent of change in auditing likelihood and monitoring perceptions in
remote work environments.

Our study has some limitations. First, several remote work aspects were affected by
COVID-19, changing employees' behavior and perceptions dramatically. On that, perceptions
on monitoring, social identification, and social norms have also dramatically changed in remote
work. Future research could investigate whether this tendency from remote work will continue
if companies remain with remote or hybrid employees.

Second, we chose to conduct an experimental scenario to answer our research questions.
When developing the scenario, we tried to balance the right amount of mundane realism to
experimental realism. Nevertheless, experimental scenarios can be noisy, especially when
trying to convey a credible scenario for participants. Therefore, given that a group of individuals
might have different perceptions from the same scenario, participants might have overlooked
more important information and focused on less important information from the scenario.
Finally, due to the nature of experiments, we cannot extrapolate our results to other types of
misreporting. Given that, future research could look into the effects of remote work in different
types of misreporting, such as slack creation.
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