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Post-Intervention Distortion of Reviewer Judgment: 

Implications for the Audit Review Process  

 

 

ABSTRACT 

 

Auditing firms rely on the review process as an audit quality control. Research shows that a reviewerôs 

active intervention in a subordinate auditorôs judgment processes can distort that subordinateôs judgment. 

However, subordinatesô judgments are only an input. Reviewers consider subordinatesô judgments, but 

finalize their own judgments for the audit team. This raises the question of how reviewers form finalized 

judgments when they already have already coached a subordinateôs preliminary judgment through active 

intervention.  

 

Actual audit teams participated in a first experiment in which reviewers (with goals to reach a preferred 

conclusion) either could or could not coach a subordinateôs preliminary judgment (i.e., intervention) 

before reviewing that judgment and finalizing a judgment for the audit team. We predict (and find 

evidence of) the following: First, replicating prior research, reviewersô intervention influenced their 

subordinatesô judgments. Second, extending prior research, those subordinatesô judgments are then 

reflected in the reviewersô finalized judgments. Third, and more interestingly, intervention causes 

additional distortions in reviewersô judgments, (importantly) even after controlling for any of its effects 

on the anchor provided by their subordinates. Specifically, the act of intervening itself creates biasing 

effects in the mind of the reviewer, that, in our experiment, appear to be a more important source of bias 

in audit team judgments than are any effects on the subordinate. Finally, unlike intervention, reviewersô 

perceived knowledge relative to subordinates appears to counter goal-consistent distortions in their 

finalized judgments.  

 

In a second experiment, we find evidence that auditors correctly anticipate that a reviewerôs knowledge 

advantage tempers the bias in audit team judgments. However, we find no evidence that they anticipate a 

reviewerôs intervention to have a biasing effect. As unanticipated biases are difficult for audit firms to 

counteract, we discuss policy implications for the audit review process as a quality control, including real-

time audit review. 

 

 

Keywords: Audit review process, motivated reasoning, technical knowledge, real-time audit review



2 

 

I.  INTRODUCTION  

 One of the primary purposes of audit review is to improve the quality of auditing judgments 

(Rich 2004; AICPA 1979). Subordinate audit team members often make initial judgments, while 

supervisor reviewers finalize audit teamsô judgments. The hope is that the audit review process helps to 

ensure greater accuracy and objectivity in audit team judgments than generally would be available from 

subordinates working alone. If there are conditions (especially unanticipated conditions) under which the 

review process impedes audit team accuracy and/or objectivity, the risk of auditor judgment error may 

elevate audit risk to unacceptably high levels (Bell et al. 2005).  

Considerable auditing research has shown that knowledge of a reviewerôs preferences (e.g., for a 

more aggressive, client-preferred asset valuation) can bias a subordinate auditorôs consideration of audit 

evidence and subsequent auditing judgments (e.g. Peecher 1996; Brown et al. 1999; Wilks 2002). 

Furthermore, when a reviewer intervenes earlier in a subordinateôs judgment process, that intervention 

can bias the subordinateôs judgments even more, suggesting that real-time audit review can reduce audit 

quality (Wilks 2002).
1
 

 However, subordinatesô judgments are only an input to the team. Reviewers make their own 

separate assessments and finalize a judgment for the audit team (Rich et al. 1997a). This raises the 

research question of how reviewers who intervene in a subordinateôs judgment form finalized judgments 

(compared to those who have the same goals to reach a preferred auditing conclusion, but do not 

intervene). 

 As one possibility, since reviewers are aware when they provide guidance to a subordinate, they 

could bear in mind that their subordinateôs judgment is not independent, and attempt to adjust for that 

when reviewing that judgment and finalizing one for the audit team. For example, the Flexible Correction 

Model from social psychology predicts that individuals will consciously attempt to de-bias their own 

judgments when they are aware that their inputs may have been influenced (Wegener et al. 2001). Such a 

                                                           
1
 Real-time audit review is a review process in which superior reviewers provide ongoing guidance to subordinate 

auditors, beginning with the early stages their (the subordinatesô) judgment processes (Rich et al. 1997a; Gibbins 

and Trotman 2002; Wilks 2002).  
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review system would mitigate concerns about reviewer-induced distortions in subordinatesô judgments 

(e.g., Peecher 1996, Wilks 2002). The psychological theory on which we rely, however, suggests 

reviewers are unlikely fully aware of the biasing influence they have on subordinate auditors (and see 

Wilks 2002, Experiment 2). 

 As a second possibility, reviewers who intervene could attempt to influence their subordinateôs 

judgment by coaching it higher or lower, and then anchor on the subordinateôs judgment when finalizing 

one for the audit team. In this case, any influence that a reviewerôs intervention may have had on 

subordinatesô judgments (Peecher 1996, Wilks 2002) would be preserved in the finalized judgment of the 

audit team. This would tend to validate concerns about distortions in subordinatesô judgments. 

 As a third possibility, reviewers who intervene could distort their finalized judgments even 

further, beyond any effects that their intervention may have on the preliminary judgments provided by 

their subordinates. This would suggest that a reviewerôs intervention influences not only the subordinateôs 

cognition, but then continues to influence the reviewerôs judgment, even after receiving subordinateôs 

judgment. If true, this latter effect would provide even more evidence (than previously understood from 

prior theory) of disadvantages to real-time audit review. Not only can a reviewerôs intervention distort a 

subordinateôs judgments (Peecher, Wilks 2002), but the act of intervening itself creates additional 

distortionary effects in the mind of the reviewer (compared to reviewers who have the same goals to reach 

a preferred conclusion, but do not intervene).  

 To investigate our research question, we conducted a first experiment using industry-specialist 

auditors in actual reviewer-subordinate teams. In Experiment 1, we find evidence of the following: 

1. The subordinateôs judgment (influenced by intervention) is indeed reflected in the 

reviewerôs finalized judgment for the audit team.  

2. Intervention causes further distortion in the reviewerôs finalized judgment for the 
audit team, above and beyond that which can be attributed to any effects on the 

subordinateôs judgment.  

Specifically, two-member audit teams participated in a first experiment in which reviewers with either 

stronger or weaker directional goals (G) to reach more client-preferred accounting estimates either could 
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or could not intervene (I) by ñcoachingò a subordinateôs preliminary auditing judgment (SubJgmt) before 

reviewing that judgment and forming a finalized judgment for the audit team (RevFinalJgmt). We find 

that intervening amplifies the effects of reviewersô goals (I × G) on their finalized judgments 

(RevFinalJgmt), even after controlling for any effects that their intervention has on the anchor provided 

by their subordinates (SubJgmt). 

 These findings have important theoretical implications for the audit review process. As Wilks 

(2002) points out, some review processes (like real-time audit review) could undermine audit quality, 

because of distortionary effects on subordinatesô judgments. As we will discuss, our findings suggest that 

the effects of intervention on the reviewers appear even more worrisome as a source of bias in audit team 

judgments than its effects on subordinates. Thus, we provide new, more compelling support for the stance 

real-time audit review may undermine audit quality compared to a back-end review process in which 

reviewers receive the independent judgments of their subordinates. 

  Furthermore, we also develop and test predictions about the effect of reviewersô perceptions of 

their own technical knowledge (compared to their subordinates) on the finalized audit team judgment. 

Reviewers in Experiment 1 also assessed how they perceived their own task-relevant technical knowledge 

relative to their subordinatesô (K).  

 Unlike intervention, reviewersô perceived technical knowledge advantage over subordinates 

tempered the effects of their goals (K × G) on their finalized judgments (RevFinalJgmt). This also has 

important implications for the review process. Kennedy and Peecher (1997) document a modal tendency 

in reviewers to be overconfident in their subordinatesô technical knowledge, and for that overconfidence 

to increase as the actual gap in their technical knowledge increases. Our theory and findings suggest that 

those reviewers who are relatively more overconfident in their subordinatesô technical knowledge may be 

inclined to let their directional goals influence their judgments more. As a result, better calibration in 

assessing subordinatesô technical knowledge is likely an important criterion for selecting auditors as 

reviewers in a review system intended to produce more independent audit team judgments. 
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In a second experiment, designed to test auditorsô awareness of these effects, we find that auditors 

believe a reviewerôs relative knowledge advantage to temper the bias in his or her finalized judgments. 

However, we find no evidence that they anticipate the biasing effects of a reviewerôs intervention on the 

reviewerôs own bias. To the extent that post-intervention distortion of reviewer judgment is an 

unconscious effect (Lerner and Tetlock 1999), reviewersô own conscious efforts to inoculate themselves 

against the unanticipated effects of their own intervention may be unlikely to counteract this source of 

bias in audit team judgments. Rather, Experiments 1 and 2 provide evidence favoring firm-level policy 

interventions that move away from real-time audit review (and more toward back-end review with less 

intervention in subordinates judgments) and/or interventions that train reviewers to conduct real-time 

reviews in a manner more cognitively similar to back-end review. 

 The remainder of this study develops a theoretical framework and hypotheses (Section II), 

describes the method and results of Experiments 1 and 2 (Sections III ï VI), and concludes with a 

discussion of important implications for the audit review process as an audit quality control, including 

real-time audit review (Section VII). 

II. THEORETICAL FRAM EWORK AND HYPOTHESES 

Intervention and Motivated Reasoning in Audit Team Judgments 

 Significant auditing research has investigated how external pressures auditors face can influence 

their judgments (e.g., client pressures, reputation management pressures, regulatory pressures, etc.). Such 

pressures can provide auditors with goals to reach a preferred conclusion that is directional (e.g., more 

aggressive, client-preferred) rather than neutral (Kadous et al. 2003). However, individuals motivated to 

reach a directional goal do not just overtly bias their judgments. Rather, they reach their directional goals 

as if building a justifiable case in their minds that would persuade an outside, impartial observer (see 

Kunda 1990). An auditor engaged in such motivated reasoning can use biased information-search, 

interpretation of audit evidence, ambiguous decision rules, and word-smithing to justify reaching a 
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preferred conclusion (e.g., Peecher 1996; Hackenbrack and Nelson 1996; Salterio and Koonce 1997; 

Wilks 2002; Piercey 2008). 

 Significant prior research has demonstrated that reviewers can distort their subordinatesô 

judgments by directly intervening, guiding those subordinates toward more client-preferred or toward 

more conservative accounting estimates. For example, manipulating the contents of a hypothetical, 

exogenous reviewerôs intervention can distort a subordinateôs judgments (Peecher 1996; Brown et al. 

1999; Wilks 2002; Piercey 2008). A separate question is what becomes of that subordinateôs judgment in 

the reviewerôs finalized judgment for the audit team. 

 Ideally, the review process would counter-act potential biases in the subordinatesô judgments 

induced by the reviewer. Auditing theory emphasizes the role of a reviewer to evaluate the inputs of 

subordinates critically and hopefully form more objective judgments (e.g., Rich et al. 1997a; Bamber et 

al. 1988; Phillips 1999; Tan and Jamal 2001; Gibbins and Trotman 2002; Rich 2004). Sufficiently 

motivated reviewers with greater persuasion knowledge are more likely to sense subordinatesô persuasive 

biases and become more critical of them (Rich et al. 1997a). In addition, standard economic theory would 

anticipate reviewers to be fully (or at least boundedly) rational in anticipating and responding to cues that 

moderate the degree of bias in subordinate auditorsô judgments. If reviewers are rational and motivated 

primarily by accuracy goals, the applicability of Wegener et al.ôs (2001) Flexible Correction Model 

literature in psychology likely would be widespread in auditing contexts. 

 However, when a reviewer is motivated by directional goals to reach a preferred conclusion, 

(s)he can provide subordinates with directional guidance so as to influence the subordinateôs input. Then, 

by strategically anchoring on the subordinateôs input, the supervisor arguably has a more justifiable basis 

for letting that guidance influence the finalized judgment for the audit team: (S)he has obtained input 

from another auditor, and apparently adds some sense of consensus by using that input rather than 

unilaterally biasing the finalized judgment alone. Thus, by its effects on the subordinateôs input, a 

reviewerôs intervention could bias the audit teamôs finalized judgments. This possibility would be likely 
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to the extent that reviewers with directional goals engage in extensive, overt strategic behaviors to ensure 

goal attainment. 

 The motivated reasoning literature, however, supports a more subtle possibility: that supervising 

reveiwersô own cognition is unconsciously distorted by directional controls, above and beyond the effect 

that communication of such goals with subordinates has on the subordinatesô preliminary judgments. 

Intervention with subordinates likely intensifies distortions within the mind of the reviewer. As a reviewer 

provides guidance to a subordinate, the mere act of intervening itself provides the reviewer with a 

rehearsal of constructing a justifiable case for reaching a preferred audit conclusion. Such a rehearsal 

unlikely is objective. As Kunda (1990, 483) notes,  

ñ[T]he objectivity of this justification construction process is illusory because people do 

not realize that the process is biased by their goals, that they are accessing only a subset 

of their relevant knowledge, that they would probably access different beliefs and rules in 

the presence of different directional goals, and that they might even be capable of 

justifying different conclusions on different occasions.ò 

Further, the act of intervention gives reviewers a reason to engage in greater directional reasoning than 

they otherwise would in absence of intervention: they want to appear reasonable in providing guidance to 

subordinates. Prior research shows people, including auditors, engage in more directional reasoning as the 

need arises (e.g., Boiney, Kennedy, and Nye 1997; Kadous et al. 2003). thanwould increase the likelihood 

of reaching directionally goal-consistent conclusions. Thus, these reviewers who intervene with 

subordinates likely reach more goal-consistent audit team judgments than those who have the same goals 

to reach a preferred conclusion but do not intervene, as a result of additional cognitive effects of 

intervention within the mind of the reviewer, beyond those attributable any effects on the subordinateôs 

judgments. This suggests the following hypothesis: 

H1: A reviewerôs intervention increases the effects of directional goals to reach a 

preferred conclusion on his (or her) finalized assessments for the audit team, even 

after controlling for any effects of intervention on the initial anchor provided by 

subordinates. 

Note that one cannot solely attribute empirical support for H1 to reviewers using their role to 

adjust for a subordinate not reaching the reviewerôs preferred target goal. Non-intervening reviewers with 
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the same directional goals could make the same adjustment. If only that phenomenon occurred, the 

finalized judgments of reviewers who intervene would equal those of reviewers who do not intervene but 

have the same target goal. If  the judgments of intervening reviewers differ from those who do not 

intervene, holding their goals constant and after controlling for variation in subordinatesô judgments, 

intervention must create additional distortion in the minds of reviewers beyond these effects. 

As we will discuss in the conclusion, this has important implications for the review process. 

Wilks (2002), for example, points that real-time audit review can amplify the distortionary effects of 

intervention on the subordinateôs judgment. To the extent that intervention not only preserves, but even 

amplifies motivated reasoning in the reviewerôs finalized audit team judgment, support for H1 would 

provide new evidence that real-time audit review could nourish (rather than discourage) biases in audit 

team judgments. 

Technical Knowledge and Motivated Reasoning in Audit Team Judgments 

 Motivated reasoning is bounded, however, and these boundaries are even imposed by the very 

individuals engaged in the motivated reasoning. Specifically, motivated reasoning theory recognizes 

ñreasonableness constraintsò ð i.e., that individuals will only pursue goals to reach a preferred 

conclusion to the extent they can maintain an appearance (even to themselves) of objectivity (see Kunda 

1990). Factors that increase the salience of reasonableness constraints likely curtail oneôs ability to reach 

goal-consistent conclusions (e.g., Cuccia et al. 1995; Salterio and Koonce 1997; Piercey 2008). 

 When reviewers perceive that they perceive considerably more knowledge than subordinates, the 

hierarchical structure of audit teams likely enables reviews to effectively provide a more stringent 

reasonableness check on subordiantesô judgments and audit team judgments (Rich 2004; Rich et al. 

1997a, 1997b). Interestingly, to the extent that reviewers perceive that their task-relevant technical 

knowledge dominates that of their subordinates, they likely sense less of a need to construct nuanced 

justifications to communicate with subordinates so that they will make directionally goal-consistent 

intermediate judgments. After all, subordinates who are at a significant knowledge disadvantage 
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compared to supervisor reviewers will likely fall in line even if a reviewer expends relatively little effort a 

constructing a justifiable case for a directional goal (cf., Boiney et al. 1997). Thus, perceived knowledge 

advantages likely reduce the amount of directional processing completed by reviewers when engaged in 

interventions. Perceived knowledge advantages may well mitigate directional processing for a related 

reason: Consideration of the knowledge advantage itself may well be a cue that accentuates for the 

reviewer the quality control objective of the review process. Since auditors are generally aware that goals 

to reach a preferred conclusion can bias their judgments (Wilks 2002), accentuation of the quality-control 

objective likely engenders reviewersô attempts at offsetting any potential biases (Wegener et al. 2001, 

1997; Wegener and Petty 1998). Thus, a reviewerôs perceived technical knowledge advantage (relative to 

subordinates) is likely a cue that engages reasonableness constraints and mitigates the extent to which a 

reviewerôs directional goals to distort the audit teamsô judgments. This suggests the following hypothesis: 

H2: A reviewerôs perceived technical knowledge advantage (over subordinates) reduces 

the effects of a reviewerôs goals on his (or her) finalized assessments for the audit 

team. 

If supported, H2 also has implications for the audit review process, which we will also discuss in 

our conclusions. 

III. EXPERIMENT 1: M ETHOD 

Participants 

 We matched 61 professional auditors from a major accounting firm into 30 reviewer-subordinate 

pairs for an audit-team decision-making task.
2
 Each auditor knew their role (reviewer or subordinate) 

within the team, although they did not know the identity of their counterpart, who was in a different room. 

We used this experimental control to prevent unmeasured social cues (peripheral to intervention) from 

influencing our results. We define a sample unit as one reviewer-subordinate team of auditors. We 

excluded one outlying observation (the reviewerôs finalized judgment for the audit team was an 

                                                           
2
 The sample excludes the 61

st
 auditor, with whom we paired one of the authors present at the experiment. 
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unreasonable 50% discount rate) to avoid observing spurious effects. This provided us with a sample of 

29 usable reviewer-subordinate teams. 

 We recruited financial services industry specialist auditors to participate in a valuation task in a 

financial services setting. In a post-experimental questionnaire, 95% of the auditors indicated that they 

had financial services industry expertise. We assigned groups of auditors to the roles of reviewer or 

subordinate based on general experience information provided by their firm. The auditors also provided 

individual experience information in the post-experimental questionnaire, summarized at Table 1. 

Approximately 90% of those assigned to be subordinates were seniors or lower rank. Of those assigned to 

be reviewers, 55% were in-charges, 45% were seniors, and none were staff or assistants/first-years. 

Compared to subordinates, reviewers had significantly more experience in professional accounting (t = 

6.9, p < 0.001), and in reviewing subordinatesô work (t = 6.8, p < 0.001). 

[Insert Table 1 here] 

Design 

Figure 1 summarizes the experimental design, and Table 2 summarizes variables in the order that 

subjects encountered them in the task. All audit teams read a case about a hypothetical auditing client and 

information relating to the valuation of a financial asset. The dependent variable of interest is each 

reviewerôs finalized judgment (for the audit team) of a discount rate for the valuation of a clientôs asset 

(RevFinalJgmt). Lower values indicate more aggressive (i.e., client-preferred) valuations. All reviewers 

would receive input (in the form of a preliminary discount rate) from a subordinate (SubJgmt) before 

forming the finalized judgment (RevFinalJgmt). However, half of the reviewers would first be allowed to 

provide guidance to the subordinateôs preliminary judgment first. Audit teams were randomly assigned to 

this intervention (I) treatment, the experimentôs only manipulated factor (Figure 1). 

[Insert Figure 1 and Table 2 here] 
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Experimental Task 

Introduction 

Both reviewers and subordinates read an introduction that introduced them to a hypothetical 

auditing client, Retail Credit, Inc., the financing arm of a clothing retailer. The reviewersô instrument 

previewed that they would receive input from another professional from their firm, whom they should 

treat as a subordinate under their supervision. Similarly, the subordinatesô instrument previewed that 

another professional (whom they treat as a supervisor) would review their work. 

Goals to Reach a Partnerôs Preferred Conclusion 

The reviewersô instrument then described the engagement partner as preferring to allow client-

preferred positions when accounting estimates allow some subjectivity within the boundaries of GAAP 

(adapting language from prior research; e.g., Peecher 1996, Brown et al. 1999). It then asked them to rate 

(g) their partnerôs preferences for the RCI audit regarding accounting estimates that allow some 

subjectivity within the boundaries of GAAP from ï5 (more conservative, income-decreasing estimates) to 

0 (neutral) to +5 (less conservative, income-increasing). A well-replicated finding is that variation in a 

partnerôs preferences creates goals (g) for auditors to form more conservative or more client-preferred 

judgments (e.g., Peecher 1996; Brown et al. 1999; Wilks 2002). We also define G as the mean-centered 

transformation of g (i.e., G = g ïg ). Larger (smaller) values of g and G indicate that the reviewer 

perceives a stronger (weaker) preference from the partner for more aggressive, income-increasing 

estimates.  

The subordinatesô instrument did not describe the partner and was silent on the partnerôs 

preferences. We did this to reinforce our intervention (I) manipulation: For audit teams in the intervention 

condition, the reviewersô intervention would be the only one that subordinatesô received. For audit teams 

in the no-intervention condition, subordinates received no intervention, from the reviewers or anyone else 

in the audit team. Subordinates also rated the engagement partnerôs preferences (to make their task more 
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similar in time to the reviewersô), although they had no specific information about the partner with which 

to make the judgment. 

Case Details 

  Reviewers and subordinates then read identical information about the valuation of a financial 

asset. The client had securitized its credit card accounts receivables (selling them while retaining a 10% 

interest in their cash flows). The instrument described how factors such as the risk-free rate, default risk, 

credit ratings, collection terms, first-loss terms, pre-payment rates, macroeconomic factors, liquidity, and 

volatility could affect the discount rate used to value this retained interest. It provided 8.00% to 14.00% as 

a typical range of discount rates used by credit card issuers to value retained interest, and 9.00% as the 

discount rate used by MBNA, the largest and one of the most stable credit card issuers.  

The instrument also stressed that (1) lower discount rates increase the fair value estimate, which, 

(2) in turn, increases the clientôs realized gain on securitization. It then asked two questions quizzing 

subjects on those relationships (respectively). The instrument then provided reviewers and subordinates 

identical details about RCIôs portfolio of retained interest, some of which suggested that it was more 

risky, while others suggested that it was less risky. We chose this context because the discount rate 

judgment is fairly subjective.
3
 Such subjectivity provides some opportunity for a reviewerôs goals (G) to 

influence his or her judgments (Kadous et al. 2003; Kunda 1990).  

Reviewer Intervention and the Subordinateôs Preliminary Judgment  

  In the no-intervention condition, reviewers then assessed a preliminary discount rate and their 

own task-relevant technical knowledge, and then received the subordinatesô preliminary discount rate 

(SubJgmt), along with the subordinatesô self-assessed technical knowledge. 

  In the intervention condition, reviewers also assessed a preliminary discount rate and their own 

task-relevant technical knowledge, but then could provide guidance to subordinates to influence the 

subordinatesô preliminary discount rate judgment (SubJgmt). 

                                                           
3
 Market prices are not readily available to estimate the fair value of retained interest. Archival evidence indicates 

that auditees manipulate this fair value to reach earnings benchmarks (Shakespeare 2001). 
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  To provide such guidance, these reviewers filled out a page that would go to his or her 

subordinate. Reviewers rated on four scales from 1 to 5 how important four case details are in 

determining the appropriate discount rate.
4
 Reviewers then provided directional rate guidance (DRG) by 

indicating on a scale the extent to which the appropriate discount rate should be below (ï5), at (0), or 

above (+5) the industry average. Furthermore, reviewers then provided free-form written guidance (WG) 

for the subordinate in assessing a higher or lower discount rate.  

WGhigh equals the number of written points favoring a higher discount rate, while WGlow equals 

the number of written points favoring a lower discount rate. WG equals the ñnetò written guidance (i.e., 

WG = WGhigh ï WGlow).
5
 We also created Index, a composite index summarizing the contents of a 

reviewerôs intervention (including both directional and written guidance). Specifically, Index is the first 

principal component score from a factor analysis of DRG, WGhigh and WGlow.  

Subordinates in the intervention condition then received their reviewerôs guidance, formed their 

preliminary discount rate judgment (SubJgmt), and assessed their own task-relevant technical knowledge. 

As in the no-intervention condition, reviewers then received the subordinatesô judgments (SubJgmt) and 

self-assessed knowledge, and then finalized a judgment for the audit team (RevFinalJgmt). 

Reviewersô Perceived Knowledge Advantage 

  Having seen the subordinateôs input, each reviewer then rated his or her perceived technical 

knowledge relative to the subordinateôs. Specifically, each reviewer rated the extent that the subordinateôs 

technical knowledge dominates (10), approximates (5), or is dominated by (0) his or her own. We define 

the variable k = 5 ï this rating, so that positive values of k up to +5 (negative values down to ī5) indicate 

                                                           
4
 The four case details are RCIôs customerôs credit ratings, extension or credit, minimum payment rates, and 

macroeconomic factors. These factors contained a mixture of details supportive of higher and lower discount rates 

(e.g., RCIôs mimimum payment rates were not well controlled, but RCIôs customers tend to pre-pay well above the 

minimum). Thus, these ñimportanceò ratings, by themselves, do not directly indicate whether the rate should be 

higher or lower. Providing them may assist a reviewer, however, in building a justifiable case in his or her mind in 

favor of a higher or lower discount rate (cf., Kunda 1990). 
5
 WGhigh, WGlow, and WG are the averages of scores assigned by two content-coders: an author who blind to the 

remainder of the data when content-coding the reviewersô interventions, and a doctoral student who was not blind to 

the remainder of the reviewersô data, but was unaware of the hypotheses and the subordinatesô data. The two 

content-codersô scores are highly positively correlated (r = 0.89, p < 0.001 for WGhigh; r = 0.88, p < 0.001 for WGlow; 

and r = 0.91, p < 0.001 for WG). Chronbachôs aôs indicate very high inter-rater reliability (a = 0.93 for WGhigh, 

a = 0.93 for WGlow, and a = 0.94 for WG). 
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a relative reviewer advantage (disadvantage). We also define K as the mean-centered transformation of k 

(i.e., K = k ïk ). 

Dependent Variable and Post-experimental Questionnaire 

Reviewers then finalized the most reasonable discount rate for the audit team (RevFinalJgmt), our 

primary dependent variable of interest.  

Finally, both reviewers and subordinates placed all of the experimental materials up to that point 

in an envelope and then completed a post-experimental questionnaire. For reviewers, this questionnaire 

included ratings of their finalized judgments in terms of their perceived accuracy (from 0 to 10 [ñMy 

assessment is as close as possible from the ótrueô rateò]), their confidence (from 0 to 10) in them, and their 

justifiability (from 0 to 10 [ñAn outside observer would completely agree with my assessmentò]).
6
   

IV. EXPERIMENT 1: RESULT S 

Manipulation Checks 

  No reviewers knew the identity of their subordinates (or vice-versa). While reviewers in the 

intervention condition could provide guidance, those in the no-intervention condition had no means of 

communicating with their unknown subordinates. These two measures gave us rather direct experimental 

control over ensuring a successful intervention manipulation. Additionally, the post-experimental 

questionnaire asked all reviewers and all subordinates to rate how much they believed that the reviewerôs 

intervention influenced the subordinateôs judgment. The auditors rated this on a scale from 0 (ñthere was 

no intervention; the subordinate made an independent assessmentò) to 10 (ña high amount of intervention; 

the guidance strongly influenced the subordinateôs assessmentò). Mean ratings are higher in the 

intervention condition than in the no-intervention condition for subordinates (5.3 vs. 3.4, t = 2.22, p = 

0.017) and weakly higher for reviewers (5.2 vs. 3.6, t = 1.54, p = 0.067). 

                                                           
6
 To validate the confidence ratings (which had a less specific response scale), the post-experimental questionnaire 

also asked reviewers to provide a confidence range for acceptable discount rates. As expected, the width of their 

ranges were negatively correlated with their confidence ratings (i.e., narrower confidence intervals associated with 

higher confidence, r = ï0.24, p = 0.047), but not significantly correlated with their justifiability or accuracy ratings. 
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Comprehension Checks 

  At the beginning of the experiment, two questions measured whether subjects understood that (1) 

a decrease in the discount rate increases the fair value of the residual interest, and (2) an increase in the 

fair value of the residual interest increases the clientôs gain. Of the 29 reviewers, 27 (93%) answered the 

first question correctly and 26 (90%) answered the second question correctly. Of the 29 subordinates, 29 

(100%) answered the first question correctly and 24 (83%) answered the second question correctly. 

Overall, it appears that the auditors generally understand the relationships between the discount rate and 

the clientôs valuation and gain. 

Replicating the Effects of Reviewersô Intervention on the Subordinatesô Judgment 

  We examined whether the directional contents of reviewersô intervention influenced their 

subordinatesô judgments, consistent with prior studies (e.g., Peecher 1996, Wilks 2002).  

It is noteworthy that, compared to prior studies, we consider this experiment a comparatively low-

power design for observing this effect, for two reasons. First, prior studies directly manipulated the 

contents of a hypothetical reviewerôs intervention (favoring either more conservative or more aggressive 

accounting estimates) to show its effects on subordinatesô judgments, using experimenter-provided 

language that was held constant within conditions (e.g., Peecher 1996, Wilks 2002). Our experiment, 

though, let actual reviewers provide their own self-selected language, which sacrifices the experimenterôs 

control over the language, introducing a (likely substantial) source of noise. The reason for this design 

choice, of course, is that our research question is different. The objective of prior studies is to examine the 

effects of this intervention on the subordinateôs judgment. Our objective (in contrast) is to examine the 

effect of the reviewerôs intervention on the reviewerôs own finalized judgment for the audit team (after 

controlling for any concurrent effects impounded in the subordinateôs judgment). Second, in prior 

research, all subjects received intervention from a hypothetical reviewer, favoring either more 

conservative or more aggressive accounting estimates. In contrast, only half of our subordinates received 

intervention favoring either more conservative or more aggressive accounting estimates. This leaves us 
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with a modest sample of n = 14 audit teams to see the contents of the interventions replicate their effects 

on subordinatesô judgments as in prior literature. 

Despite these limitations, we find evidence at a = 0.10 that the reviewersô intervention influenced 

subordinateôs judgments (SubJgmt), consistent with prior studies. First, recall that we defined Index as the 

first principal component of DRG, WGhigh, and WGlow, and, as such, is a composite measure of the 

contents of each reviewerôs intervention. The factor analysis (Table 3 Panal A) yields Index as a weighted 

average of DRG, WGhigh, and īWGlow. These signs of the factor loadings suggest that the first principal 

component (which summarizes 65% of the variance in DRG, WGhigh, and WGlow) captures the composite 

ñdirectionò of the reviewersô collective directional and written rate guidance. Second, as Table 3 Panel B 

shows, SubJgmt appears weakly positively correlated with DRG, WG, and Index. This provides some 

evidence that subordinatesô judgments SubJgmt were directionally influenced by their reviewersô 

intervention, replicating prior studies. 

[Insert Table 3 here] 

Tests of Hypotheses 

  Next, we turn to our hypothesis tests. H1 that predicts a reviewerôs intervention distorts his or her 

finalized judgment for the audit team, beyond those of reviewers who have the same goals but do not 

intervene, and after controlling for any effects on the anchor provided by the subordinateôs judgment. In 

contrast, H2 predicts that a reviewerôs perceived knowledge advantage tempers the directional effect of 

goals on the reviewerôs finalized judgment. 

  To test these hypotheses, we analyze reviewersô finalized judgments using the following linear 

regression model: 

RevFinalJgmt = b0 + b1 I + b2 G + b3 K + b4 (I × G) + b5 (I × K) + b6 (G × K)  

 + b7 (I × G × K) + b8 SubJgmt + b9 (I × SubJgmt) + e. (1) 

RevFinalJgmt is the reviewerôs finalized judgment of the most reasonable discount rate for the audit team 

(lower values indicate more aggressive, client-preferred judgments). I = 1 for audit teams in the 

intervention condition, 0 otherwise. G is the reviewerôs mean-centered perception of the partnerôs 
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preferences (higher values indicate more aggressive, client-preferred preferences), while K is the 

reviewerôs mean-centered perceived task-relevant technical knowledge relative to the subordinate (higher 

values indicating a larger perceived knowledge advantage over the subordinate).
7
  

SubJgmt (the subordinateôs preliminary judgment) and I × SubJgmt are control variables. The 14 

reviewers who had the opportunity to intervene could coach the anchor SubJgmt provided by their 

subordinates higher or lower (through the contents of their intervention, DRG and WG), and then all 

reviewers could use SubJgmt as an input in finalizing the audit team judgment (RevFinalJgmt). By 

including these terms as a covariate in the model, we control for any possible effects (i.e., Table 3) on this 

input. This allows us to attribute any observable effects of intervention (I) on RevFinalJgmt to phenomena 

occurring within the reviewerôs mind, beyond merely influencing the anchor provided by the subordinate.  

A classic anchoring effect (Tversky and Khaneman 1974) would predict the coefficient of 

SubJgmt to be significantly positive. This would indicate that subordinatesô judgments (and any effects 

impounded therein) are indeed reflected in the reviewersô finalized judgments for the audit team (cf., 

Peecher 1996, Wilks 2002). Operationally, H1 predicts that G will influence RevFinalJgmt more for 

intervening reviewers than for non-intervening reviewers, after controlling for any effects impounded in 

SubJgmt. Larger values of G indicate that the reviewer perceives that the engagement partner prefers 

more aggressive, client-preferred valuations. Lower values of RevFinalJgmt indicate lower discount rates 

and, therefore, more aggressive valuations.
8
   

  Table 4 shows results of the regression model from Equation 1. It also presents results of two 

more parsimonious models that exclude (1) the insignificant and unhypothesized interactions I × K and I 

                                                           
7
 We use the mean-centered variables G and K (rather than their un-centered counterparts g and k) in the model 

(Equation 1) to reduce multicollinearity. Mean-centering variables can remedy multicollinearity in regression 

models that arises from the use of measured variables and their interactions, thereby increasing the reliability of 

regression coefficient t-tests, and without adversely changing the interpretability of variables (Aiken and West 1991; 

Neter et al. 1996; e.g., Peecher and Piercey 2008). Diagnostic tests (variance inflation factors, tolerance, and 

bivariate correlations) indicate that using the variables g and k in the above model induces multicollinearity in the 

terms I × g and I × g × k at traditional cut-offs (Chatterjee and Price 1991; Stine 1995). Substituting the mean-

centered variables G and K eliminates these indications of multicollinearity. Alternatively, eliminating the 

statistically insignificant three-way interaction I × g × k also eliminates indications of multicollinearity and 

otherwise yields results statistically similar to those of the model in Equation 1.  
8
 Whether intervening reviewers anchor on their subordinatesô input differently than non-intervening reviewers (i.e., 

the sign of the coefficient for I × SubJgmt) is an empirical question. 
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× G × K, and (2) the insignificant and unhypothesized control variable I × SubJgmt.  We did not detect 

any other significant higher-order interactions, and therefore none are included in those models. 

[Insert Table 4 here] 

As Table 4 Panel A shows, the models explain a very high percentage of the variance in 

reviewersô finalized judgments (adjusted R
2
ôs approximately 83%). The coefficient for SubJgmt is 

significantly positive (t = 2.03, p = 0.029), suggesting that reviewers predictably anchored on the inputs 

provided by their subordinates.  

As Table 4 Panel B shows, when I = 1, the coefficient for G on RevFinalJgmt is weakly negative 

in the full model (p = 0.059) and significantly negative in the parsimonious models (pôs Ò 0.040). As 

Table 4 Panel A shows, when I = 0, the coefficient for G on RevFinalJgmt is statistically insignificant 

(pôs > 0.10). As predicted by H1, the effect of G on RevFinalJgmt is significantly larger when I = 1 when 

I = 0: the coefficient for I × G is significantly negative across all three models (pôs Ò 0.021, Table 4 Panel 

A). This negative interaction indicates that the same goals to reach a preferred conclusion influenced 

reviewersô finalized discount rates more among reviewers who intervene than among those who do not. 

This result supports H1.  

H2 predicts that reviewersô perceived knowledge advantage K will counteract the effects of G on 

RevFinalJgmt. As shown in Table 4 Panel A, the coefficient for G × K is significantly positive (pôs < 

0.001). This interaction indicates that reviewers selected a discount rate more inconsistent (consistent) 

with their directional goals as their perceived knowledge advantage increased (decreased). This result 

supports H2. 

Supplementary Analyses and Discussion 

  Supplementary analyses provide additional evidence that it is not simply the case that reviewers 

bias their judgments by steering their subordinates in the reviewersô goal-consistent directions and then 

simply anchoring on their subordinatesô judgments. In fact, while subordinates were indeed influenced by 

the direction of the guidance they received (replicating prior studies, Table 3), the directional guidance 
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that reviewers provided did not appear to be in the reviewersô goal-consistent direction, and therefore did 

not guide subordinates in goal consistent directions: That is, we do not detect significant correlations 

between G and any of DRG, WG, Index, or SubJgmt among our 14 intervention audit teams (pôs Ó 0.35). 

Thus, the additional bias in the finalized judgments of intervening reviewers cannot simply be attributed 

to effects their intervention had on their subordinates. It also cannot simply be attributed to intervening 

reviewers adjusting for a subordinateôs failure to be influenced by intervention in the reviewerôs preferred 

direction: Non-intervening reviewersô subordinates were also not influenced by intervention, and non-

intervening reviewers with the same goals could make the same adjustment. Rather, these supplemental 

findings underscore the significance of the statistical tests of H1: Intervening reviewers appear to bias 

their judgments more than non-intervening reviewers with the same goals to reach a preferred conclusion, 

and after controlling for any effects (whatever they may be) of intervention on the initial anchor provided 

by subordinates. These supplemental findings, together with our tests of H1, also highlight that the 

subordinateôs judgment (the primary focus of prior research) is only an input into the audit team 

judgment. In fact, the entirety of our results for Experiment 1 suggest that post-intervention effects in the 

mind of the reviewer appear to be a substantially more important source of bias in the reviewerôs finalized 

judgments for the audit team than are any distortionary effects on the subordinateôs judgment. 

 In their post-experimental questionnaire, reviewers rated their perceived accuracy of, their 

confidence in, and the justifiability of their finalized judgments for the audit team. H1 predicts that 

intervention leads to more bias, whereas H2 predicts that perceived knowledge tempers bias. These 

ratings of accuracy, confidence, and justifiability can give us some preliminary, indirect indication of 

whether reviewers are aware of these effects. That is, to the extent that accuracy, confidence, and 

justifiability are negatively (positively) correlated with I (K), auditors may show some tentative 

indications of self-awareness of the effects described in tests of H1 (H2). 

As Table 5 shows, correlation coefficients show a mixture of strong and weak evidence of 

correlations between K and accuracy, confidence, and justifiability, but only the correlation with 

confidence is robust to alternative, non-parametric correlation estimates. We find less evidence of 
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correlations between I and accuracy, confidence, and justifiability. While these supplemental analyses are 

not a direct test of conscious vs. unconscious effects, they do suggest a need for a cleaner, more 

informative test of whether auditrs (including auditors outside of the original audit team) can anticipate 

bias in audit team judgments. For that purpose, we turn to Experiment 2. 

[Insert Table 5 here] 

V. EXPERIMENT 2: METHOD  

Motivation  

Whether these effects are conscious or unconscious is an important determinant in the likelihood 

that auditorsô can successfully attempt to improve their own judgments consciously (Lerner and Tetlock 

1999; Wegener et al. 2001). Unconscious effects would suggest firm-level policy interventions to the 

review process would more likely control the bias in audit teamsô judgments. If auditors are unaware of 

the biasing effects of a reviewerôs intervention on the reviewer, this would suggest that firms shift their 

review process away from real-time audit review and place more emphasis on back-end reviews and on 

concurring or ñcoldò partner reviews. Moreover, PCAOB inspectors (many of whom are former auditors) 

likely have similar mental models about how bias propagates in audit team judgments. Like auditor-

reviewers, PCAOB inspectors are charged with evaluating the objectivity of audit team judgments as an 

audit quality control (PCAOB 2007). If auditors themselves are unaware of the effects of a reviewerôs 

active intervention on the reviewerôs judgment, then there is little reason to believe that PCAOB 

inspectors are aware of these effects as well. Thus, the findings from Experiment 1 not only inform prior 

auditing research and theory, but they could have important policy implications for audit firms and audit 

regulators. The less aware auditors are of these effects shown in Experiment 1, the more informative these 

policy implications may be. This warrants an experiment designed more specifically to test auditorsô 

awareness of these effects (cf., Wilksô 2002 Experiment 2).  
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Participants 

  One hundred five auditors from a major accounting firm volunteered as subjects. Unlike 

Experiment 1, our sample unit for this experiment is an individual auditor. Also unlike Experiment 1, we 

did not seek industry specialists as subjects because the experiment tests auditorsô perceptions of bias (in 

the abstract) present in the judgments of a hypothetical specialist audit team. On average, subjects had 

approximately 3 years of audit experience and 1.3 years as reviewers. Six subjects did not complete the 

experimental instrument, giving us a sample of 99 auditors. 

Design 

We use a type of within-subjects design ð a 3 × 2 × 2 balanced, incomplete-block design (see 

Winer 1971, 622, Table 8.12-2). The manipulated factors are G (goals to reach a more conservative, 

neutral, or aggressive conclusion), I (intervention or no intervention), K (knowledge advantage or no 

knowledge advantage). Each of these factors described the reviewer of a hypothetical auditing team. Each 

subject received a block of six of the 12 possible cases, and, for each, judged the amount of bias that 

would be present in the audit team judgments. 

The six different blocks allow each subject to be aware of some levels of each factor, while 

enabling us to calculate all factorial effects.
9
 We chose this design to make each factor (G, I, and K) 

salient to participants as they made judgments about bias present in each scenario. Other designs (such as 

between-subjects designs) would have produced less salient manipulations, making it more difficult to 

interpret subjectsô responses as their intentionally expressed beliefs (contrast the supplemental analyses in 

Experiment 1; see also Libby et al. 2002). 

The variable G manipulates the reviewerôs goals to reach a preferred audit conclusion (again 

using an asset securitiziation context). The neutral conditions described the reviewer as preferring the best 

possible or highest quality accounting policies, without prejudice to earnings management objectives. The 

aggressive conditions described the reviewer as encouraging clients to use aggressive accounting 

                                                           
9
 Subjects received cases in one of four random orders. Results are not sensitive to order of presentation. 
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practices and providing advice to clients on novel ways to exploit ambiguities in GAAP. The conservative 

conditions describe the reviewer as encouraging clients to use conservative accounting practices and to 

disclose more information with greater transparency than is required by GAAP. 

The variable I manipulates whether or not the reviewer actively intervened in the subordinateôs 

judgment. In the intervention conditions, the reviewer explained his expectations for the estimate, and 

guided the subordinate as he (the subordinate) formed a preliminary judgment. In the no-intervention 

conditions, the subordinate developed his judgment without any guidance from the reviewer. In all 

conditions, the subordinate then documented his judgment as forwarded them to the reviewer. The 

reviewer then reviewed the subordinateôs memo and finalized the audit teamôs estimate of fair value by 

making any adjustments deemed necessary to the subordinateôs judgment. Note that this narrative 

describing the audit teams parallels what took place among actual audit teams in Experiment 1. 

K manipulated the reviewerôs technical knowledge relative to the subordinate. The knowledge-

advantage (no-knowledge advantage) conditions described the reviewer as possessing a tremendous 

(moderate) amount of technical accounting expertise and as quite (somewhat) knowledgeable about 

accounting for asset securitizations. In comparison, all conditions described the subordinate as possessing 

a moderate amount of technical accounting expertise and as somewhat knowledgeable about asset 

securitizations. 

Task 

Subjects read a page that explained and distinguished between bias and noise. They then 

completed two fill-in-the-blank questions that tested their understanding of the meaning of bias (the 

instrument used the term systematic error) and noise (the instrument used non-systematic error). The 

instrument then informed subjects that it would ask them to judge the amount of bias and noise in an audit 

teamôs estimate. Before commencing with the main materials, participants first read a brief description of 

a fictional audit clientôs asset securitization transaction (the same context as in Experiment 1) and 
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answered a fill-in-the-blank question designed to test their understanding of how estimates of the fair 

value of residual interest influence reported income.   

Each subject evaluated eight cases in which auditors estimated the fair value of the clientôs 

residual interest. Consistent with the information integration paradigm, the first two cases were used to 

familiarize the participants with the instrument and were not analyzed.
10

 Each case described the audit 

team reviewing supervisor and subordinate as discussed in the independent variable section.  

Dependent Variable and Post-experimental Questionnaire 

For each case, participants rated the extent to which systematic error causes the audit teamôs 

estimate of fair value to deviate from the best possible estimate. These ratings were on a 7-point scale 

from ï3 (ñAudit team estimate likely is extremely lowò) to 0 (ñAudit team estimate undoubtedly is the 

best possible estimateò) to +3 (ñAudit team estimate likely is extremely highò). This rating is our primary 

dependent variable of interest for Experiment 2, Perceived Bias. 

Subjects also rated the amount of noise in the audit team estimate from 0 (ñextremely low 

concern existsò) to 10 (ñextremely high concern existsò), the justifiability of the estimate, and the overall 

error in the estimate. The separate ratings of Perceived Bias and noise (in addition to the pre-test training) 

should help subjects distinguish between bias and noise conceptually. While the results of the subjectsô 

noise ratings are beyond the scope of this study, our findings suggest that auditors perceive the effects of 

G, K, and I on noise to be very different from their perceived effects on bias (Specifically, we find 

significant evidence that auditors believe intervention to reduce noise. However, we find no evidence that 

they believe knowledge to have an effect on noise). The different results for bias and noise suggest that 

auditors successfully distinguished between bias and noise, providing divergent validation (see Trochim 

2001) for our dependent variable Perceived Bias. 

                                                           
10

 Practice is a standard way of familiarizing participants to response variables (Anderson 1982, 25-26). 
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Upon completing the eight cases, the participants placed their answers in an envelope and then 

completed a separate post-experimental questionnaire, which included manipulation checks and 

demographic questions. 

VI. EXPERIMENT 2: RE SULTS 

Manipulation Checks 

In post-test questions, we replicated the language used in different levels of our manipulations 

and asked participants to evaluate the meaning of the language along a series of five-point scales. For G, 

the scale ranged from 1 (ñThe managerôs preferences are highly biased toward conservative accounting 

estimatesò) to 5 (ñThe managerôs preferences are highly biased toward aggressive accounting estimatesò). 

The mean ratings are 1.36 for the conservative treatment, 2.76 for the neutral treatment, and 4.78 for the 

conservative treatment, each change representing a significant increase (pôs < 0.001). 

For I, the scale ranged from 1 (ñThere was no manager interventionò) to 5 (ñThere was an 

extreme amount of interventionò). The mean ratings are 2.49 for the no-intervention treatment and 4.13 

for the intervention treatment, a significant increase (p < 0.001). 

For K, the scale ranged from 1 (ñThe seniorôs technical accounting knowledge much greater than 

the managerôsò) to 5 (ñThe managerôs technical knowledge much greater than the seniorôsò). The mean 

ratings are 3.54 for the no-knowledge-advantage treatment and 4.71 for the knowledge advantage 

treatment, a significant increase (p < 0.001). 

Comprehension Checks 

Two pre-test, fill-in-the-blank questions tested whether subjects differentiated between bias and 

noise. The bias question asked participants to identify the type of error a scale exhibits if it consistently 

adds 3 pounds to oneôs true weight (i.e., bias). The noise question asked participants to identify the type 

of error that a scale exhibits if it randomly adds or subtracts up to 3 pounds from oneôs true weight (i.e., 

noise). Of the 99 subjects, 95 (96%) answered the bias question correctly, and 93 (94%) answered both 
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the bias and the noise questions correctly. Thus, subjects generally appeared to differentiate bias from 

noise successfully. 

A third pre-test, fill-in-the blank tested whether subjects understood that the gain recognized in 

financial statements increases when the estimated fair value in the retained interest increases. Of the 99 

subjects, 88 (89%) answered correctly, seven answered incorrectly, three answered incoherently, and one 

did not respond. Similar to Experiment 1, subjects generally appeared to understand the earnings 

implications of the estimated fair value of residual interest. 

Perceived Bias in Reviewersô Finalized Judgments 

  An analysis of the variance of Perceived Bias (Table 6) yields significant main effects of G (F = 

93.3, p < 0.001) and K (F = 8.26, p = 0.004). 

[Insert Table 6 here] 

  With respect to G, the least-squares mean bias ratings are 1.86 for the conservative conditions, 

0.71 for neutral conditions, and 3.15 for the aggressive conditions.
11

 These bias ratings for the two 

directional goal conditions (conservative and aggressive), averaged together, are significantly higher than 

those of the neutral goal conditions (t = 11.61, p < 0.001). These findings suggest that auditors believe 

that directional goals to reach a preferred to conclusion tend to bias reviewersô finalized judgments. 

  With respect to K, the least-squares mean bias ratings are 2.12 for the no-knowledge-advantage 

conditions and 1.70 for the knowledge-advantage conditions, a significant decrease (t = 2.87, p = 0.004). 

Thus, auditors appear to believe that a reviewerôs knowledge advantage tends to reduce the bias in 

reviewersô finalized assessments. 

  Note that this main effect in auditorsô Perceived Bias in reviewerôs finalized judgment is 

consistent with the effect (G × K) on the actual levels of reviewerôs finalized judgments, observed in 

Experiment 1. Because Experiment 1 uses finalized judgment levels as the dependent variable, we infer 

                                                           
11

 A least-squares mean is the estimate of the population marginal mean that would be expected from a balanced 

design (i.e., assuming equal observations in each treatment cell), with covariates at their mean values (see Searle et 

al. 1980). Least-squares means are sometimes referred to as adjusted means (Maxwell and Delaney 1990). 
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the tempering effect of K on bias from its tempering the effects of goals to reach a preferred directional 

conclusion G (i.e., G × K) on RevFinalJgmt (cf., Kunda 1990). In Experiment 2, we measure Perceived 

Bias directly, and the main effect of K analogously suggests that auditors believe K to have a tempering 

effect on bias.  

  With respect to I, we fail to find evidence that auditors believe intervention to increase the 

amount of bias in reviewersô finalized judgments. The least-squares mean bias ratings are 1.84 in the no-

intervention conditions and 1.98 in the intervention condition (F = 0.23 < 1).  

VII. DISCUSSION 

Results from the two experiments collectively support several interesting conclusions, with 

implications for both theory and practice: First, confirming the concerns raised in prior research that a 

reviewerôs intervention distorts a subordinateôs judgments, we find evidence subordinatesô judgments are 

indeed reflected in the finalized judgment for the audit team. Thus, reviewers can influence and then 

anchor on subordinatesô judgments. However, more interestingly, we do not find this to be a significant 

source of bias in audit team judgments compared to the post-intervention effects in the mind of the 

reviewer. Specifically, intervention itself appears to cause distortions in the reviewerôs finalized judgment 

for the audit team beyond those that can be attributed to any of its effects impounded in the subordinateôs 

judgment. Specifically, after taking subordinatesô judgments into account, reviewers who intervene reach 

even more goal-consistent conclusions than reviewers who have the same goals but do not intervene. This 

suggests that intervention creates additional cognitive effects in the minds of reviewers, consistent with 

our theoretical framework predicting H1. 

As an audit quality control, real-time audit review has reviewers interacting early in subordinatesô 

judgment processes, with an intended purpose of stopping bias-propogation early in the process. This 

view regards reviewers as reducing the bias in subordinatesô judgments, and therefore more active 

intervention may lead to more objective judgments. This claim creates a clear need for research to 

investigate its validity (Rich et al. 1997a, 1997b; Gibbins and Trotman 2002; Wilks 2002). Wilks (2002) 



27 

 

presents evidence that earlier intervention can distort subordinatesô judgments more, suggesting a possible 

unintended consequence of real-time audit review. We add to this by considering the setting in which 

reviewers, in addition to subordinates, can influence audit team judgments. Our findings suggest further 

that earlier intervention can distort reviewersô judgments more, preserving and even amplifying motivated 

reasoning in audit team judgments at the reviewer level. These findings from Experiment 1 suggest a 

further unintended consequence of real-time audit review, favoring instead a back-end review process in 

which reviewers receive the more independent judgments of their subordinates (Rich et al. 1997b). They 

also suggest increased importance of concurring or ñcoldò partner reviews (i.e., back-end reviews of non-

engagement partners who are more removed from the judgments of subordinates as they form them). 

Wilks (2002) also found no evidence that auditors are aware that earlier reviewer intervention can 

distort a subordinateôs judgments. Similarly, we do not find evidence that auditors believe intervention to 

affect reviewerôs finalized assessments for the audit team further. A lack of awareness of these effects 

precludes any realistic likelihood that reviewers could consciously attempt to adjust for them (Wegener et 

al. 2001). Therefore, findings from Experiment 2 further support back-end review over real-time audit 

review. Moreover, a lack of awareness of these effects among auditors increases the likelihood that 

PCAOB inspectors are similarly unaware of them. This suggest that PCAOB inspectors should be 

sensitive to the type of review process when evaluating the likelihood that incentives to reach client-

preferred conclusions have biased audit team judgments, and design their inspections accordingly. 

Our experimental findings also suggest that, as reviewers perceive that their technical knowledge 

dominates their subordinates, they temper their goals to reach a preferred conclusion on audit team 

judgments. Moreover, auditors appear to believe technical knowledge to temper the bias in reviewersô 

finalized judgments. Thus, rather than leading reviewers exploit their perceived technical knowledge 

advantage over subordinates to reach preferred conclusions, perceived technical knowledge serves as a 

cue for reviewersô role as a reasonableness check (cf., Rich 2004, Kunda 1990). 

These findings underscore the importance of reviewersô perceptions of their own technical 

knowledge relative to subordinates. Kennedy and Peecher (1997) document that reviewers tend to be 




