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AlS 971D: Advanced Behavioral Accounting Research

Jon S. Davis, Ph.D., CPA

This course is designed to provide students with background necessary for
performing behavioral accounting research. Because of the diversity of methods and
volume of literature in the area, | have pursued a selective and deep approach for
course. That is, we will not attempt to survey every major area of behavioral
accounting. Instead, we will study a few key research programs/conversations in
depth. While we will study research in all four functional areas of accounting
(auditing, financial, managerial and tax), auditing is heavily represented because of
the popularity of behavioral research in that area. The focus will be on cognitive
and judgment/decision-making research rather than on social psychological topics
(although we will see a few aspects of social psychology in the work).

How to Contact the Instructor

Office: 4104 Grainger Hall

Office Hours:  9:30-10:30 MW and by appointment

Office Phone:  608.263.4264

Email: jdavis@bus.wisc.edu
You can also instant message me on AIM using the name “durandiel.”
However, | don’t guarantee I’ll reply.

Class web page: https://uwmad.courses.wisconsin.edu (Log in with your WiscWorld ID
and use your birthday as password (in 6 digit format, so 012392 is
January 23, 1992). For security, be sure and change your password
after logging in.

Class Times and Rooms

Texts

2:25-5:25 M, 2169 Grainger

The following texts are assigned as background reading during the summer preceding the
course:

Solso, R. L. 2001. Cognitive Psychology. Sixth Edition. Boston, MA: Allyn and Bacon.
ISBN 0-205-30937-2.

Myers, D. G. 2002. Social Psychology. Seventh Edition. Madison, WI: McGraw Hill.
ISBN 0-07-241387-5.

Connolly, T., H. R. Arkes, and K. R. Hammond, eds. 2000. Judgment and Decision
Making: An Interdisciplinary Reader. Second Edition. New York, NY: Cambridge
University Press. ISBN 0-521-62602-1.

All readings assigned for the semester will be distributed on CD and will be in PDF
format.
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Instructor’s Course Objectives

1. Provide students with knowledge about some of the important research
programs/conversations in behavioral accounting.

2. Provide students with knowledge about some of the methods used in behavioral
accounting research and some of the issues and judgment calls that arise when
performing behavioral research.

3. Develop and refine students’ ability to critique academic research.
4. Develop students’ abilities to talk about research.

5. Provide a platform for generating new research programs that behavioral accounting
Ph.D. students can pursue.

Course Organization

This course is organized into six parts. Five units adopt an historical perspective and
examine some of the significant areas of behavioral research over the last 20 years. The
sixth unit is forward looking:

Part I. Preliminary Issues. 2 days. In this unit, we will review key concepts from the
first behavioral seminar, discuss the role of context in behavioral research, and try to get
a sense of the scope of behavioral research.

Part I1. Experience and Expertise Research. 2 days. This unit examines early research
on the role of experience in performance and the shift in behavioral research from
looking at experience as a measure of expertise to focusing on the relations between
knowledge, memory, and performance.

Part 111. Memory and Knowledge Research. 4 days. Here we will study some of the
varieties of memory and knowledge research in accounting, including the role of error
frequency knowledge in performance of certain audit tasks, the effect of domain-specific
knowledge and incentives on performance, and work on the explanation effect and output
interference.

Part IV. Research on Hypothesis Testing. 2 days. This unit examines research on
hypothesis testing strategies in public accounting, including work on the “confirmation
bias,” presentation effects, and hypothesis frame.

Part V. Accountability and Justification Research. 2 days. In this unit, we will look at
research on the role of accountability and justification in public accounting. Some of this
work examines justification as a kind of performance, while some looks at the effects of
accountability and justification on other types of performance.

Part VI. New and Different. 3 days. Three “new and different” days are scattered
throughout the semester. These days will be used to explore new possibilities for research
introduced by class participants. During each of these days, students will be required to
assign one “behavioral” reading for the class from a journal from either another area of
business (management or marketing) or from another field (e.g., psychology, sociology,
anthropology, political science, and medical decision making but NOT economics). Each
student will be charged with leading a discussion on the paper and how it relates to an
important issue in accounting.
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Course Rules

Prerequisites, Registration and Drop/Add

Class Format

Participation

Paper Critiques

You must be officially registered for this course or you will not receive a grade under any
circumstances. The introductory behavioral research seminar is a prerequisite for this
course (although students who haven’t completed the seminar are invited to audit the
class).

The class will be conducted as a seminar. Consequently, attendance is essential. In
addition, everyone must complete and be prepared to discuss all reading assignments by
the date indicated on the course schedule. During class, we will discuss course readings
(discussions will generally be led by one of the students, selected in advance), discuss
issues that arise in students’ ongoing research, and discuss other issues pertinent to
behavioral research. Because of the nature of discussion, we won’t have the opportunity
in every class to discuss every paper that was assigned. This does not relieve students
from their responsibility to read all of the assigned work and to prepare for leading
discussions.

Participation in class discussions constitutes one of four course requirements. Students
will be expected to participate daily and to take a lead in discussions. There may also be
various projects assigned during the course of the semester. These projects will be
included in the participation component of students’ grades.

Each student is required to prepare written critiques for four papers (selected by the
student) and to turn them in by the start of class on the day the paper is to be discussed.
Students may not critique papers on which they have been assigned the role of discussion
leader. These written critiques will be graded on a scale of 1 to 5 (1 being the lowest
grade and 5 being the highest) and, as indicated below, will account for 20% of the grade.

Research Journal

For this course, students will be required to maintain a research journal during the entire
semester. The maintenance of the journal will be included in the grade for the course. In
the journal, students should include their notes on all of the papers that they read, write
down reactions to papers as they think about what they are reading, record research ideas
and notes on ongoing research. The journal should include notes on all assigned readings
for this class and for any other readings (for other classes or for workshops) during the
semester. The journal can be either electronic or on paper. However, if it is electronic,
you should maintain backup copies.

Ongoing Research

Students enrolled in this class should all have ongoing research projects. They will be
asked to provide me with a report describing the state of their work at the beginning of
the semester. They will report on their progress throughout the semester and, at the end,
provide me with an updated report of their progress. Progress made on their research
during the semester will be incorporated in the class grade.
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Exams

Assessment

There will be no mid-term exams and no final exam in this course. However, you will be
tested all material assigned in this class (including background readings) on the written
portion of your preliminary examination.

Grades will be determined using the following weights:
e Participation (40%)

e Research Journal (20%)

e  Paper Critiques (20%)

e Research Proposal (20%)

Absence from Class

Other Policies

An unexcused absence from class will affect your participation grade. In general, absence
will affect neither deadlines imposed for class assignments nor your responsibility to
complete the required reading. If you expect to miss a class in which an assignment is
due, you will be expected to deliver the assignment early, to my office (preferably via
email). In extenuating circumstances (determined by the instructor), where early delivery
of the assignment is impossible, you will be allowed to turn in the assignment at the
earliest possible time. NOTE: you will be deemed absent for cause only under
extenuating circumstances (as judged by the instructor).

This syllabus and the list of assignments should be viewed as tentative. The instructor
reserves the right to change dates or modify assignments during the semester. The
instructor will announce all changes in class and periodically update the schedule of
assignments via email. If you miss class, it is your responsibility to find out if any
changes have been made.
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AIS 971D Course Schedule

Part I: Preliminary Issues

September 8

September 15

Review and the Scope of Behavioral Research

For Discussion

Moriarity, S. 1979. Communicating financial information through
multidimensional graphics. Journal of Accounting Research (Spring): 205—
224.

Davis, J. S., G. Hecht, and J. D. Perkins. 2003. Social behaviors, enforcement,
and tax compliance dynamics. The Accounting Review (January): 39-69.

Young, S. M., J. Fisher, and T. M. Lindquist. 1993. The effects of intergroup
competition and intragroup cooperation on slack and output in a
manufacturing setting. The Accounting Review (July): 466-481.

Context

Background Reading

Einhorn, H. J., and R. M. Hogarth. 1981. Behavioral decision theory: Processes
of judgment and choice. Journal of Accounting Research (Spring): 1-41.

Hogarth, R. M. 1991. A perspective on cognitive research in accounting. The
Accounting Review (April): 277-290.

Marchant, G., J. Robinson, U. Anderson, and M. S. Schadewald. 1989. A
cognitive model of tax problem solving. Advances in Taxation: 1-20.

Koonce, L. 1993. A cognitive characterization of audit analytical review.
Auditing: A Journal of Practice and Theory (Supplement): 57-76.

For Discussion

Maines, L. A. 1994. The role of behavioral accounting research in financial
accounting standard setting. Behavioral Research in Accounting
(Supplement): 204-212.

Abdel-Khalik, A. R. 1994. Factors limiting the role of behavioral research in
standard setting. Behavioral Research in Accounting (Supplement): 213-
219.

Solomon, 1., and M. D. Shields. 1995. Judgment and decision research in
auditing. In Judgment and Decision Research in Accounting and Auditing,
edited by A. Ashton and R. H. Ashton, 137-175. New York: Cambridge
University Press.
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Shields, M. D., I. Solomon, and K. D. Jackson. 1995. Experimental research on
tax professionals. In Behavioral Tax Research: Prospects and Judgment
Calls, edited by J. S. Davis, 77-126. Sarasota, FL: American Accounting
Association.

Part I1: Experience and Expertise Research

September 22

September 29

Historical Background and a New Perspective

Background Reading

Waller, W. S., and J. Jiambalvo. 1984. The use of normative models in human
information processing in accounting. Journal of Accounting Literature:
201-216.

Hamilton, R. E., and W. F. Wright. 1982. Internal control judgments and effects
of experience: Replications and extensions. Journal of Accounting Research
(Autumn, Pt. 2): 756-765.

Davis, J. S., and I. Solomon. 1989. Experience, expertise, and expert-
performance research in public accounting. Journal of Accounting
Literature: 150-165.

For Discussion

Bonner, S. E., and B. Lewis. 1990. Determinants of auditor expertise. Journal of
Accounting Research (Supplement): 1-20.

Bonner, S. E., and N. Pennington. 1991. Cognitive processes and knowledge as
determinants of auditor expertise. Journal of Accounting Literature: 1-50.

Tubbs, R. M. 1992. The effect of experience on the auditor’s organization and
amount of knowledge. The Accounting Review (October): 783-801.
Knowledge, Experience and Performance

Background reading

Wright, S., and A. Wright. 1997. The effect of industry experience on
hypothesis generation and audit planning decisions. Behavioral Research in
Accounting: 273-294.

For Discussion

Choo, F., and K. T. Trotman. 1991. The relationship between knowledge
structure and judgments for experienced and inexperienced auditors. The
Accounting Review (July): 464-485.

Bonner, S., J. Davis, and B. Jackson. 1992. Tax professional expertise and the
identification of corporate tax issues. Journal of Accounting Research
(Supplement): 1-28.
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October 6

Spilker, B. C. 1995. The effects of time pressure and knowledge on key word
selection behavior in tax research. The Accounting Review (January): 49—
70.

Barrick, J. A. 2001. The effect of code section knowledge on tax-research
performance. Journal of the American Taxation Association (Fall): 20-35.
New and Different Day

Each of you is responsible for assigning 1 or 2 papers to read for today. The
readings must be from a journal outside accounting...

Part I11: Memory and Knowledge Research

October 13

October 20

Error Frequency Knowledge in Auditing

Background Reading

Libby, R. 1995. Memory and knowledge research in auditing. In Judgment and
Decision Research in Accounting and Auditing, edited by A. Ashton and R.
H. Ashton, 177-206. New York: Cambridge University Press.

Frederick, D., V. B. Heiman-Hoffman, and R. Libby. 1994. The structure of
auditors’ knowledge of financial statement errors. Auditing: A Journal of
Practice and Theory (Spring): 1-21.

Frederick, D. 1991. Auditor’s Representation and Retrieval of Internal Control
Knowledge. The Accounting Review (April): 240-258.

For Discussion

Libby, R. 1985. Availability and the generation of hypotheses in analytical
review. Journal of Accounting Research (Autumn): 648-667.

Libby, R., and D. M. Frederick. 1990. Expertise and the ability to explain audit
findings. Journal of Accounting Research (Autumn): 348-367.

Ashton, A. H. 1991. Experience and error frequency knowledge as potential
determinants of auditor expertise. The Accounting Review (April); 218-239.
Domain-Specific Knowledge and Incentives

Background Reading

Libby, R., and J. Luft. 1993. Determinants of judgment performance in
accounting settings: Ability, knowledge, motivation and environment.
Accounting, Organizations and Society: 425-450.
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October 27

November 3

November 10

Libby, R., and M. G. Lipe. 1992. Incentives, effort, and the cognitive processes
involved in accounting-related judgments. Journal of Accounting Research
(Autumn): 249-273.

Brown, C. E., and I. Solomon. 1991. Configural information processing in
auditing: The role of domain-specific knowledge. The Accounting Review
(January): 100-119.

For Discussion

Taylor, M. H. 2000. Bounded rationality, uncertainty, and competence: The
effects of industry specialization on auditors’ inherent risk assessments.
Contemporary Accounting Research (Winter): 693-712.

Solomon, 1., M. D. Shields, and O. R. Whittington. 1999. What do industry-
specialist auditors know? Journal of Accounting Research (Spring): 191-
208.

Vera-Munoz, S. C., W. R. Kinney, and S. E. Bonner. 2001. The effects of

domain experience and task presentation format on accountants’
information relevance judgments. The Accounting Review (July): 405-430.

Explanation Effect

Background Reading

Roberts, M. L. 1998. Tax accountants’ judgment/decision-making research: A
review and synthesis. Journal of the American Taxation Association
(Spring): 78-121.

For Discussion

Heiman, V. 1990. Auditors’ assessments of the strength of the likelihood of
error explanations in analytical review. The Accounting Review (October):
875-890.

Koonce, L. 1992. Explanation and counterexplanation during audit analytical
review. The Accounting Review (January): 59-76.

Hammersley, J. S., K. Kadous, and A. M. Magro. 1997. Cognitive and strategic
components of the explanation effect. Organizational Behavior and Human
Decision Processes (May): 149-158.

New and Different Day

Output Interference

Background Reading

Haka, S., L. Friedman, and V. Jones. 1986. Functional fixation and interference
theory: A theoretical and empirical investigation. The Accounting Review
(July): 455-474.
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Church, B., K., and A. Schneider. 1993. Auditor’s generation of a diagnostic
hypothesis in response to a superior’s suggestion: Interference effects.
Contemporary Accounting Research (Fall): 333-350.

Anderson, J. C., S. E. Kaplan, and P. M. J. Reckers. 1992. The effects of output
interference on analytical procedures judgments. Auditing: A Journal of
Practice and Theory (Fall): 1-13.

For Discussion

Moser, D. 1989. The effects of output interference, availability, and accounting
information on investors’ predictive judgments. The Accounting Review
(July): 433-448.

Heiman-Hoffman, V. B., D. V. Moser, and J. A. Joseph. 1995. The impact of an
auditor’s initial hypothesis on subsequent performance at identifying actual
errors. Contemporary Accounting Research (Spring): 763-779.

Luft, J. L., and M. D. Shields. 2001. Why does fixation persist? Experimental
evidence on the judgment performance effects of expensing intangibles. The
Accounting Review (October): 561-587.

Part IV: Hypothesis Testing

November 17

Hypothesis Testing Strategies

Background Reading

Church, B. K. 1990. Auditors’ use of confirmatory processes. Journal of
Accounting Literature (1990): 81-112.

Ashton, R. H., and A. H. Ashton. 1990. Evidence-responsiveness in professional
judgment: Effects of positive versus negative evidence and presentation
mode. Organizational Behavior and Human Decision Processes (June): 1—
19.

For Discussion

Butt, J., and T. L. Campbell. 1989. The effects of information order and
hypothesis testing strategies on auditors’ judgments. Accounting,
Organizations and Society: 471-479.

McMillan, J. J., and R. A. White. 1993. Auditors’ belief revisions and evidence
search: The effect of hypothesis frame. The Accounting Review (July): 443—
465.

Church, B. K. 1991. An examination of the effect that commitment to a
hypothesis has on auditors’ evaluations of confirming and disconfirming
evidence. Contemporary Accounting Research (Spring): 513-534.
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November 24

December 1

“Confirmation Bias,” Positive and Negative Hypothesis Testing, and
Groups

Background Reading

Laughlin, P. R., V. J. Magley, and E. | Shupe. 1997. Positive and negative
hypothesis testing by cooperative groups. Organizational Behavior and
Human Decision Processes (March): 265-275.

Klayman, J. and Y.-W. Ha. 1987. Confirmation, disconfirmation, and
information in hypothesis testing. Psychological Review: 211-228.

Klayman, J. and Y.-W. 1989. Hypothesis testing in rule discovery: Strategy,
structure, and content. Journal of Experimental Psychology: Learning,
Memory and Cognition (July): 596-604.

For Discussion

Brown, C. E., M. E. Peecher, and I. Solomon. 1999. Auditors’ hypothesis testing
in diagnostic inference tasks. Journal of Accounting Research (Spring): 1-
26.

Laughlin, P. R., E. I. Shupe, and V. J. Magley. 1998. Effectiveness of positive
hypothesis testing for cooperative groups. Organizational Behavior and
Human Decision Processes (January): 27-38.

Cloyd, C. B., and B. C. Spilker. 2000. Confirmation bias in tax information
search: A comparison of law students and accounting students. Journal of
the American Taxation Association (Fall): 60-71.

New and Different Day

Part V: Accountability and Justification

December 8

Accountability, Pt. 1

Background Reading

Emby, C. and M. Gibbins. 1988. Good judgment in public accounting: Quality
and justification. Contemporary Accounting Research (Spring): 287-313.

Johnson, V. E., and S. E. Kaplan. 1991. Experimental evidence on the effects of
accountability on auditor judgments. Auditing: A Journal of Practice and
Theory (Supplement): 96-107.

Peecher, M., and D. Kleinmuntz. 1991. Discussion of experimental evidence on
the effects of accountability on auditor judgments. Auditing: A Journal of
Practice and Theory (Supplement): 108-113.

For Discussion

Kennedy, J. 1993. Debiasing audit judgments with accountability: A framework
and experimental results. Journal of Accounting Research (Autumn): 231-
245.

10
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December 15

Glover, S. M. 1997. The influence of time pressure and accountability on
auditors’ processing of nondiagnostic information. Journal of Accounting
Research (Autumn): 213-226.

Koonce, L. U. Anderson, and G. Marchant. 1995. Justification of decisions in
auditing. Journal of Accounting Research (Autumn): 369-384.

Accountability, Pt. 2

Background Reading

Ashton, R. H. 1990. Pressure and performance in accounting decision settings:
Paradoxical effectiveness of incentives, feedback, and justification. Journal
of Accounting Research (Supplement): 148-180.

Lord, A. T. 1992. Pressure: A methodological consideration for behavioral
research in auditing. Auditing: A Journal of Practice and Theory (Fall): 89-
108.

Gibbins, M., and J. D. Newton. 1994. An empirical exploration of complex
accountability in public accounting. Journal of Accounting Research
(Autumn): 165-186.

For Discussion

Hackenbrack, K., and M. W. Nelson. 1996. Auditors’ incentives and their
application of financial accounting standards. The Accounting Review
(January): 43-60.

Peecher, M. E. 1996. The influence of auditors’ justification processes on their
decisions: A cognitive model and experimental evidence. Journal of
Accounting Research (Spring): 125-140.

Cloyd, C. B. 1997. Performance in tax research tasks: The joint effects of
knowledge and accountability. The Accounting Review (January): 111-131.

Gibbins, M., S. Salterio, and A. Webb. 2001. Evidence about auditor-client

management negotiation concerning client’s financial reporting. Journal of
Accounting Research (December): 535-563.

11



