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NON-AUDIT SERVICES AND PERCEIVED AUDITOR INDEPENDENCE
ABSTRACT

Regulations proscribing auditors from providing certain non-audit services to their audit clients assume that the provision of such services impairs auditor independence. Yet evidence about the type and extent of non-audit services that should be proscribed is not clear. This study uses new and published survey evidence to investigate whether stakeholders perceive that non-audit services impair auditor independence, and if recent high-profile accounting scandals change perceptions. To test the self-serving bias theory, stakeholders are partitioned into user (bankers) and preparer (professional accountants) groups, with the preparer group further partitioned into public audit, public non-audit, and industry accountants. We also investigate whether sufficient homogeneity exists among stakeholder perceptions to guide regulatory choices of non-audit service proscriptions. 

Results indicate that major stakeholder groups perceive that non-audit services significantly compromise auditor independence.  As the self-serving bias theory predicts, users perceive the greatest impairment, followed by industry, public non-audit, and public audit accountants, respectively.  Both user and preparer groups attribute fewer positive attributes and more negative attributes to the provision of non-audit services post-Enron.  Despite stakeholder concerns, neither user nor preparer groups agree on what specific non-audit services should be proscribed to ensure auditor independence. These findings have implications for extant and future regulatory efforts to achieve auditor independence through non-audit service proscriptions. 

AUDITOR INDEPENDENCE PRE- AND POST-ENRON:  A COMPARATIVE STUDY OF ACCOUNTANTS AND USERS OF FINANCIAL STATEMENTS

I. INTRODUCTION


The recent collapses of Enron, WorldCom and Adelphia amid charges of accounting fraud have undermined the U.S. capital market system.  The public is questioning the roles of all fiduciaries in the financial reporting process, including management, boards of directors, audit committees, and independent auditors.  This increased scrutiny has seriously challenged the accounting profession's reputation and led to the Sarbanes-Oxley Act of 2002.  Seeking to make financial statement information more accurate and reliable, the Act proposed to create clearer guidelines and restrictions for auditing firms and their clients regarding auditing and consulting    services.  While the Act seeks to improve auditor independence by limiting the scope of allowable non-audit services, little empirical evidence exists regarding: 1) key stakeholders’ perceptions of the effects of non-audit services on auditor independence, and 2) what specific services auditors should no longer perform.

The purpose of this study is to examine stakeholders’ perceptions of the effects of non-audit services on auditor independence post-Enron.  Specifically, we examine whether financial statement users and preparers perceive that auditors’ provision of non-audit services to audit clients impairs auditor independence and the extent of differences in their perceptions.  We also examine whether stakeholders’ perceptions change over time.  Finally, we investigate whether there is sufficient homogeneity among stakeholders’ perceptions to achieve ex ante market-based proscriptions of specific non-audit services.  These issues are important for testing the necessity and sufficiency of the Act’s non-audit services proscriptions.

II. DEVELOPMENT OF HYPOTHESES

Non-Audit Services and Auditor Independence

The debate over whether audit firms should supply non-audit services to their audit clients centers on the proposition that providing such services impairs the auditor’s independence (Antle 1984).  The lack of a clear definition of auditor independence contributes to the resiliency of this debate.  Several authoritative bodies (e.g., AICPA 1997, Independence Standards Board 2000) and academics (e.g., DeAngelo 1981, Magee and Tseng 1990, Penno and Watts 1991, Dopuch et al. forthcoming) have sought to define this term but without consensus.  Historically, the accounting profession and SEC regulators developed rules describing what independence is or is not, rather than a precise definition.  For example, the SEC (2000f) and the AICPA Code of Professional Conduct (1988, Rule 101) proscribe various financial ties, relationships and contexts (e.g., litigation) that impair independence between auditors and auditees. 

Despite the lack of a clear definition of auditor independence, both professional standards (AICPA Code of Professional Conduct 1988) and regulators (SEC 2000f) require auditors to be independent in fact and in appearance.  Opinions differ as to which is more important.  Elliott (1992) argues that independence in fact is what “matters,” and that independence in appearance should not be viewed as its equal.  Conversely, the SEC (2000a, 1) considers a lack of independence in appearance as serious as a lack of independence in fact:
Fostering investor confidence … requires not only that auditors actually be independent of their audit clients, but also that reasonable investors perceive them to be independent.

The link between non-audit services and impaired auditor independence has been heavily debated.  During the SEC’s recent independence hearings (SEC 2000b,c,d,e) many financial statement users testified to at least a perception problem regarding the joint provision of such services and generally favored banning auditors from providing non-audit services to their audit clients (Thornton 2003).  Two Big Five firms that had recently divested themselves of their consulting practices acknowledged a perception problem with respect to the joint provision of audit and non-audit services but testified that they were unaware of any specific instances where the provision had resulted in an actual independence problem. 

The AICPA and three Big Five firms opposed the SEC’s proposal to limit non-audit services, stating that the joint provision of non-audit services (SEC 2000 b,c,d,e) impaired independence neither in appearance nor in fact.  They argued that the academic literature did not support a perception problem, citing studies such as Kinney (1999), whose review of 20 years of empirical evidence found virtually no evidence that investors share the scope of services concerns of regulators.
  The AAA Financial Accounting Standards Committee’s (2001, 381) review of studies on users’ perceptions of auditor independence reached a similar conclusion. 

Overall, these results are consistent with the notion that users believe that there are positive synergies between auditing and consulting.  Users perceive the benefits of these positive synergies to exceed negative effects on independence as long as consulting fees are not material to an individual office.  There is some research evidence that large levels of consulting concern investors: however, research is mixed as to what constitutes “large” levels of consulting.

Based on this evidence, the FASC opposed the SEC’s (2000a) proposal to proscribe a list of 10 non-audit services that auditors could provide to their audit clients. 

The SEC’s (2000f) Final Rule allowed auditors to continue providing non-audit services that were not previously proscribed by accountants’ professional standards but required additional auditor disclosures of non-audit services provided to their clients.  Two recent studies (Frankel et al. 2002, Ashbaugh et al. 2003) using data from the new disclosure requirements reexamined auditor independence in fact.  Results are mixed as to whether auditors violate their independence as a result of clients purchasing relatively more non-audit services.  Simunic (1984) found that audit fees for U.S. clients who also purchased non-audit services from their clients were higher than those who did not purchase such services.  Beck et al. (1988) found that U.S. firms purchasing non-recurring management advisory services (MAS) increased client-auditor bonding (and resultant lack of perceived independence) much more than did clients who purchased recurring MAS.  Wines (1994) found that Australian companies purchasing non-audit services from their audit clients have increased levels of impaired appearance of independence. 
The Sarbanes-Oxley Act (2002) proscribed a list of non-audit services essentially identical to the services the SEC proposed to ban in 2000 to help restore investor confidence in the reliability of financial information.  The present study expects that a significant portion of stakeholders perceive that non-audit services impair auditor independence.   

H1: Stakeholders perceive auditors’ independence to be impaired when auditors provide non-audit services to their audit clients.
This question is important for several reasons.  First, while the current literature does not state clearly whether a perception problem exits, the profession, regulators, and legislators have taken action as if there is a perception problem.  Second, all studies to our knowledge that examined the perception question pre-date the recent highly publicized collapses of large publicly traded entities.  These recent events may have changed perceptions to cause legislative action.  Third, prior studies have generally addressed the question of the appearance of independence indirectly, using between-subjects manipulations of independent variables in quasi-experimental settings (e.g., Lowe 1992, 1994; Lowe and Pany 1995, Geiger et al. 2002).  We propose to obtain stakeholders’ perceptions of auditor independence directly and to provide empirical evidence supporting or contradicting regulatory and legislative action in proscribing non-audit services.  

Differences in Stakeholder Groups’ Perceptions

Surveys of various stakeholder groups, including jurors (Lowe 1992) and judges (Andersen et al. 1993, Lowe 1994), show that auditors perceive themselves to be more independent of their clients than do others.  Reinstein and Lander (2001) found that users of financial statements were more likely to perceive that consulting engagements increase clients’ financial power over their independent auditors than were preparers of the financial statements.  

Two theories compete to explain observed differences in perceptions of auditor independence.  Under the complex mental model theory, differences in users’ and preparers’ perceptions of auditor independence may arise from lower levels of knowledge or experience.  The AAA FASC (2001) posits that an independent-in-fact auditor may be perceived as not independent when there is information asymmetry (i.e., the observer’s perceptions are not fully informed) or cognitive bias (i.e., the observer does not rationally process the information).  Public accountants may have more complex mental models of independence than those outside the profession (Shockley 1981, Eagly and Chaiken 1993).        
Conversely, auditors’ perceptions of their own independence could be biased.  Bazerman et al. (1997) argue that bias frequently occurs without intent.  Self-serving bias typically enters unconsciously and unintentionally at the stage of making--rather than reporting--judgments.  Auditors aligning their self-interests with management may be incapable of issuing unbiased reports.  This powerful descriptive theory, grounded in ethical egoism, suggests auditors will be less likely to perceive non-audit services to impair auditor independence than will other stakeholders. 

 Consistent with prior research on perceived independence, we expect users to perceive a greater impairment of auditor independence from the provision of non-audit services than would professional accountants.  

H2: There are differences between preparer and user stakeholder groups’ perceptions of the effects of non-audit services on auditor independence.

The above prediction is important since the user primacy principle requires users’ interests to supersede the profession’s interests.
  User primacy is a foundational theory for the FASB’s Statement of Financial Accounting Concepts No. 1 (1990) and the AICPA Professional Code of Conduct (1988) which requires its members to put users’ interests ahead of their own when the two conflict.  Thus the profession should understand the interests of the stakeholder groups whom they serve.  Moreover, since jurors are generally not auditors, the accounting profession should attempt to understand the perceptions of others outside their own group. 

To further test for the self-serving bias, we explore whether auditors of public companies view non-audit services as impairing auditor independence less than do accountants not auditing public companies (called professional accountants).  To test the complex mental model theory, we explore whether years of accounting experience is associated with professional accountants’ perceptions of non-audit services and impaired auditor independence.  There are no studies, to our knowledge, that have tested these competing theories simultaneously.  
The “Enron Effect”
Prior studies examining non-audit services’ effects on stakeholders’ perceptions of auditor independence preceded the recent high-profile collapses of large publicly traded entities (e.g., Enron and WorldCom) and Andersen, a former Big Five public accounting firm.  We posit that increased media exposure from the Enron debacle linking high profile audit failures to a lack of auditor independence will impair stakeholder groups’ perceptions of auditor independence.  

H3: There exist differences pre- versus post-Enron in stakeholder groups’ perceptions of the effects of non-audit services on auditor independence.


The above prediction is important to determine if stakeholder groups’ perceptions are static or dynamic across time. Findings of transitory perceptions would be consistent with research on hindsight and outcome information biases. If perceptions are transitory, prior research on stakeholder groups’ perceptions should be extended to the post-Enron era. Stakeholder Homogeneity

The Sarbanes-Oxley Act (2002) precludes auditors from providing certain non-audit services to their audit clients, closely following the SEC originally proposed ban (2000a), which its Final Rule (2000f) later rejected.  Recent evidence (e.g., Lowe 1992, 1994; Lowe and Pany 1995; Reinstein and Lander 2001; Geiger et al. 2002; Thornton 2003) suggests that certain non-audit services auditors provide to their audit clients influence stakeholders’ perceptions of auditor independence, yet considerable debate continues as to what types of services potentially do so (Kinney 1999; FASC 2001). 

The user primacy principle states that financial statement users’ interests should take precedence over preparers’ interests in the standard setting process (Gaa 1986).  However, Dopuch and Sunder (1980) call the user primacy principle ineffective in guiding regulatory efforts, claiming that financial statement users lack the economic or political power to enforce their preferences (i.e., Watts and Zimmerman’s Positive Accounting Theory 1978, 1979) and that financial statement users’ preferences lack homogeneity. 

Since little empirical evidence exists on what types of audit services impair stakeholders’ perceptions of auditor independence, we explore the degree of homogeneity in stakeholders’ perceptions of the types of non-audit services that impair auditor independence.  We posit that stakeholders’ perceptions of which types of non-audit services impair auditor independence will differ within stakeholder groups.   

H4: Stakeholders’ perceptions of the types of non-audit services that impair auditor independence are not homogeneous.

The issue of homogeneity is important to determine if the Act proscribed services of most concern to stakeholders, if the Act proscribed services of least concern to stakeholders, and if services were left off the list.  This research question provides evidence on whether legislation can adequately address the concerns of stakeholders when they do not share common concerns. 

III. RESEARCH DESIGN AND METHOD

Participants

To test our hypotheses, in 2002 we collected survey data from targeted preparer and user stakeholder groups in a large metropolitan area after the Enron matter became front-page news. The preparer stakeholder groups include auditors and non-audit accountants working for public accounting firms, and other professional accountants in industry.  The user stakeholder group includes bank executives and loan officers from seven metropolitan area large banks.  To reduce non-response bias, one of the authors administered the surveys to targeted stakeholders attending professional meetings in the area prior to his presentation at each meeting, and to a group of public auditors for a Big Four accounting firm.  The presentations were generally part of other programs (e.g., annual Continuing Professional Education [CPE] Meetings for the Tax Executive Institute, Financial Executive Institute and Institute of Management Accountants, and an annual CPE day for a Fortune 100 company).  Since the Enron matter did not cause the participants to attend these seminars, their pre-disposed viewpoints regarding Enron should not bias the results.  
A total of 536 subjects completed the survey, and 531 of them completed the information necessary for inclusion in the study.  Table 1 provides basic demographic information about the subjects. Of the 531 subjects, 371 (70 percent) were male, 180 (34 percent) held degrees higher than a bachelor’s degree, and 386 (73%) were CPAs.  Non-banking subjects had diverse levels of accounting experience, averaging 15.7 years of public accounting experience (range 0-53) and 7.9 years of other experience (range 0-41).  Subjects from the banking industry reported their experience by position, rather than in years; 39 (70 percent) of them held positions of assistant vice president or higher. All 531 subjects are used to test whether stakeholders perceive non-audit services impair independence.  Target stakeholders by group are public audit CPAs (120), public non-audit CPAs (236), industry CPAs (90), and bankers (52). A small group of other stakeholders, including financial analysts, consultants, attorneys, governmental accountants, and accounting professors, are excluded from tests of stakeholder group hypotheses because they did not fit a particular target group.  

[INSERT TABLE 1 ABOUT HERE]
Survey Instrument 

To examine the research questions, we administered a survey instrument consisting of questions we constructed, along with questions taken from a survey on stakeholders’ perceptions of auditor independence whose results were published in the year before Enron’s collapse (Reinstein and Lander 2001).  Hutchinson (forthcoming) indicates that the survey method of data collection is appropriate for understanding preferential characteristics of respondents. Data from the prior survey were used to proxy for a pretest of stakeholders’ perceptions of auditor independence prior to Enron.  Targeted pre-Enron subjects from the Reinstein and Lander (2001) study include 80 public audit CPAs and 81 bank executives.  We pre-tested the survey instrument on six local CPA practitioners, six national CPA practitioners, six accounting and business professors, and six local Financial Executives Institute chapter members.  The final instrument appears as Exhibit 1.

[INSERT EXHIBIT 1 ABOUT HERE]
Perceived Independence and Tests of Differences


We obtained stakeholders’ perceptions of the effects of non-audit services on auditor independence to determine if they were statistically greater than zero.  A subset of participants, as described above, was then used to test for differences in stakeholder groups’ perceptions of auditor independence.  In additional analysis, a logistic regression model was used to include the full sample of participants.  The main dependent variable was a dichotomous measure of auditor independence with the provision of non-audit services (coded 1 if perceived independent, 0 if other).  Independent variables with theoretical interest include profession membership (Eagley and Chaiken 1993, Bazerman et al. 1997), current occupation (Shockley 1981), and experience (Reckers and Stagliano 1981, Farmer et al. 1987).  Gender and years of experience are included as control variables.  The logistic regression model is presented in Exhibit 2.

[INSERT EXHIBIT 2 ABOUT HERE]

The survey instrument (see Exhibit 1) also included other dependent measures.  In part 3, we tested for differences in stakeholder groups’ perceptions of 1) the financial power consulting engagements give clients over their auditors (Q1) (Farmer et al. 1987, Trompeter 1994), 2) large accounting firms' independence in appearance and fact (Q2a,b), 3) consulting services’ effect on audit quality (Q3a-d) (Public Oversight Board’s Panel on Audit Effectiveness 2000), 4) the importance of proposed actions in achieving auditor independence (Q4-6) (SEC 2000b,c,d,e), and 5) auditors’ credibility arising from litigation/reputation loss risk (Q7) (Farmer et al. 1987, Trompeter 1994, Shafer et al. 1999, Wilson and Grimlund 1990).  

Enron Effect


To measure changes in stakeholders’ perceptions following the collapse of Enron, subjects’ group mean perceptions of the effects of non-audit services on auditor independence, client financial power, audit quality, proposed action items and litigation/reputation loss risk were compared pre- and post-Enron for public audit CPAs and bankers.  These two key stakeholder groups represent primary preparer and user stakeholder groups, respectively.  Reinstein and Lander’s (2001) survey results served as a proxy for a pretest.  Enron is the treatment, and the data collected from our instrument is the posttest. 

Stakeholder Homogeneity


Stakeholders were asked to identify client-contracted services that would tend to compromise the auditor’s independence and judgment (Exhibit 1, Part 2, Question 4).  The survey included services that are: 1) banned under professional standards at the time of the survey (asset valuation, corporate finance, treasury management, accountancy outsourcing, legal services, actuarial services, management training, recruitment and selection, and personnel management); 2) banned recently under the Sarbanes-Oxley Act (IT outsourcing); and 3) allowed under both professional standards and the Act (tax compliance, tax planning).  We examined stakeholders’ perceptions of the importance of these services in assuring independence to determine if adequate stakeholder consensus exists to proscribe specific non-audit services.

IV. RESULTS
Tests of Hypothesis 1: Non-Audit Services and Independence

To analyze the first hypothesis, we asked survey participants if auditors accepting non-audit fees will likely compromise auditor independence (see Exhibit 1, Part 2, Question 2).  As Table 2 indicates, 41 percent (212) of the subjects responded that accepting non-audit service fees would compromise independence, 41 percent (215) did not think that non-audit services would likely compromise auditor independence, and 18 percent (96) were unsure.  The results indicate that the proportion of stakeholders who perceive that non-audit services impair auditor independence are significantly greater than zero, whether those responding “don’t know” are omitted (t = 62.07, p < 0.0001), included with the “yes” (t = 65.54, p < 0.0001), or included with the “no” (t = 74.21, p < 0.0001) responses.  Based on this evidence, H1 is supported. That is, a significant portion of stakeholders perceive auditor independence to be impaired when auditors provide non-audit services to their audit clients.

[INSERT TABLE 2 ABOUT HERE]

Tests of Hypothesis 2: Differences in Stakeholder Groups’ Perceptions

We predict that stakeholder groups will perceive the effects of non-audit services on auditor independence differently.  Specifically, we expect that auditors will perceive that non-audit services impair auditor independence less than other public CPAs, followed by non-public CPAs and finally bankers.  Table 3 provides the ratios of “yes” to “no” responses from each group of stakeholders.  Excluding “don’t know” responses, 22 percent of the public-audit CPAs believe accepting non-audit service fees will likely compromise auditor independence.  On the other hand, 81 percent of the bankers believe the fees will compromise auditor independence. Forty-eight percent of the public non-audit CPAs and 75 percent of the industry CPAs and accountants believe that the fees will compromise independence. 

[INSERT TABLE 3 ABOUT HERE]
We also tested hypothesis 2 using the logistic regression model described in Exhibit 2 to test for the significance of non-audit services on stakeholders’ perceptions of auditor independence.  Results indicate that stakeholder group is highly significant (p < 0.0001), as is membership in the profession (p = 0.0068).  One control variable, degree, was marginally significant (p = 0.0999), indicating that those with higher degrees are more likely to perceive auditors as lacking independence.  Gender was not significant (p = 0.3773).  In subsequent tests, years of accounting experience was not significant.
  

The results of the logistic regression analysis, along with the ratio analysis above, indicate highly significant differences among stakeholder groups as to their perceptions of the effects of non-audit services on auditor independence.  Therefore, hypothesis 2 is supported.

[INSERT TABLE 4 ABOUT HERE]
Additional Tests of Hypothesis 2

Further tests of hypothesis 2 using additional dependent measures from Part 3 of the survey (see Exhibit 1) resulted in the following significant differences between group means (p < 0.05 using Scheffe’s multiple comparison test).  As shown in Table 5, audit CPAs agree (mean = 4.29) that consulting engagements increase clients’ financial power over the independent auditor, but they agree with this statement significantly less than non-audit CPAs (mean = 5.29), industry CPAs and accountants (mean = 5.65), and bankers (mean = 5.33).  Public audit CPAs are significantly more likely (mean = 3.99) to perceive that large accounting firms have been independent in fact than public CPAs who are not auditors (mean = 3.26), industry CPAs and accountants (mean = 3.09), and bankers (mean = 3.02).  Public audit CPAs also agree significantly more than the other groups that management consulting services improve audit quality by helping auditors better understand their client (mean = 5.78), perform better audits (mean = 4.88), and make better recommendations that improve their clients’ operational efficiency (mean = 5.72).  Finally, public audit CPAs agree significantly less than the other groups that CPA firms should “spin off” their management consulting practices in order to strengthen their perceived independence.  Despite these results, public audit CPAs were least likely (mean = 2.77) to agree that CPA firms should abandon the “appearance” test for demonstrating their independence.

[INSERT TABLE 5 ABOUT HERE]
The remaining questions found insignificant differences among group means (Q2a, Q3d and Q6) or significant differences outside our theories (bankers agreed significantly more than non-audit CPAs that the auditor’s credibility arises more from the economic liability assumed than from maintaining independence from the client; no significant difference was found between bankers and public audit CPAs).  Taken together, these results indicate that stakeholder groups perceive the effects of non-audit services on auditor independence differently, and thus support hypothesis 2.

Tests of Hypothesis 3: The “Enron” Effect


Concerning hypothesis 3, we expect that stakeholders’ perceptions of the effects of non-audit services on auditor independence will be negatively impacted by recent media exposure surrounding the collapse of Enron.  Specifically, we compare group means of the public audit CPAs and bankers from our current sample with the public audit CPAs and bankers from the pre-Enron sample from Reinstein and Lander (2001).  Table 6 presents the results of these tests.  
[INSERT TABLE 6 ABOUT HERE]
We find several significant differences in stakeholder group means.  Post-Enron, public audit CPAs are significantly more likely to perceive that consulting engagements increase clients’ financial power over their independent auditors (p < 0.001).  Also post-Enron, public audit CPAs are significantly less likely (p < 0.001) to perceive that: 1) large accounting firms have been completely independent in fact, 2) management consulting services help auditors perform better audits and lower client audit fees, 3) auditors should take such actions as abandoning the appearance test or relaxing the independence standards, and 4) auditors’ credibility arises from the economic liability assumed.  The changes in bankers’ perceptions of these issues, post-Enron, were similar to the audit CPAs views, with generally the same levels of significance.  These findings support the hypothesis that there are pre- vs. post-Enron differences in stakeholder groups’ perceptions of the effects of non-audit services on auditor independence.

One surprising finding is the post-Enron significant increase in both public audit CPAs’ and bankers’ perceptions of large accounting firms’ independence in appearance (p < 0.01 and p < 0.001, respectively). Over the same period of time, these stakeholders’ perceptions of large accounting firms’ independence in fact decreased significantly (p < 0.001).  In the post-Enron survey, stakeholders’ mean perceptions of large accounting firms’ independence in appearance and in fact are quite similar (3.64 v. 3.99 for auditors, and 4.50 v. 3.02 for bankers), while in the pre-Enron survey, these stakeholders’ perceptions of independence in appearance and fact were highly divergent (2.87 v. 6.43 for auditors, and 2.07 v. 5.73 for bankers). 

Tests of Hypothesis 4: User Homogeneity

To test the hypothesis that stakeholders’ perceptions of the types of non-audit services that impair auditor independence are not homogeneous, we solicited responses from subjects on what services regulators should proscribe.  We categorized stakeholders into groups similar to those used for testing differences in perceptions of auditor independence.  Table 7 presents the results of this query.  

Bankers, the primary user group, prioritized the following types of non-audit services in compromising auditor independence: management consulting (40%), legal services (37%), asset valuation (37%), corporate finance (29%), personnel management (27%), recruitment and selection (25%), management training (19%), tax compliance (19%), tax planning (17), actuarial services (15%), accountancy outsourcing (13%), treasury management (12%), and IT outsourcing (8%).  In comparison, CPA auditors prioritized such items as treasury management (44%), accountancy outsourcing (38%), asset valuation (38%), and personnel management (37%), and were least concerned about tax planning (3%) and tax compliance (5%).  

Overall, auditors’ concerns about the types of non-audit services provided align closely with professional proscriptions already in place.  Bankers are also concerned about services that are at least partially banned by existing professional and legislative proscriptions.  It appears that little would be gained in increased perception of independence by proscribing services not currently banned, such as tax compliance and planning.  Furthermore, fewer than half of the respondents in any stakeholder group found any of the listed audit firm services as compromising the auditor’s independence and judgment, indicating very little agreement within stakeholder groups.  We thus conclude that hypothesis 4 is supported. That is, stakeholders’ perceptions of the types of non-audit services that impair auditor independence are not homogeneous.

[INSERT TABLE 7 ABOUT HERE]
V. SUMMARY AND CONCLUSIONS

This study investigates whether key stakeholders perceive auditor independence to be impaired when auditors provide non-audit services to their audit clients.  Despite inconclusive prior research about this relationship, legislators and regulators have proscribed certain non-audit services to buttress auditors’ perceived independence.  We provide evidence that a significant stakeholder perception exists when such services are provided, so that the appearance of auditor independence is impaired.  Users of financial statements (bankers) also perceived a significantly greater independence problem when non-audit services were provided by auditors to their clients than did preparers of the information (public audit CPAs).  This finding is consistent with prior studies that report auditors are less likely to perceive that non-audit services impair auditor independence than other stakeholders (e.g., Lowe 1992, 1994, and Andersen et al. 1993). 


In additional analyses, we find that years of experience do not affect professional accountants’ perceptions of the effect of non-audit services on independence.  In the same tests, membership in the profession significantly affects such perceptions.  Taken together, these results suggest that the self-serving bias theory (Bazerman et al. 1997) may provide a better explanation of between-stakeholder differences than the theory that auditors have more complex mental models about independence (Shockley 1981, Eagly and Chaiken 1993).   

We also find that stakeholder groups’ mean perceptions change over time.  Specifically, in the post-Enron data, auditors are less likely to perceive that: 1) large audit firms have been independent in fact, 2) management consulting improves audit quality, and 3) CPA firms should relax or abandon the appearance test for independence.  Moreover, auditors are more likely to perceive that consulting engagements increase clients’ financial power over their independent auditors. Bankers have similar significant directional responses.  Surprisingly, both groups’ mean perceptions of importance of large audit firm independence in appearance increased following Enron.  The result is a reduction in the pre-Enron disparity between independence in appearance (ranked relatively low pre-Enron) and independence in fact (ranked relatively high pre-Enron).


Finally, we find that little agreement exists, even within stakeholder groups, as to which non-audit services should be proscribed.  No specific non-audit service had more than half of any stakeholder group recommend its banning.  This finding supports Dopuch and Sunder’s (1980) argument that there exists insufficient user homogeneity for the user primacy principle to guide regulators’ standard-setting efforts. Given that many of the non-audit services listed in the instrument are already proscribed by the professional standards, the SEC, and the Sarbanes-Oxley Act of 2002, we conclude that regulators may not be able to achieve the desired level of auditor independence through a series of non-audit service proscriptions. The current lack of stakeholder homogeneity regarding which type of non-audit services impair auditor independence, coupled with a significant general perception among stakeholders that non-audit services impair auditor independence, may leave regulators with no choice but to impose a complete ban on auditors’ provision of non-audit services to their audit clients. 
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Exhibit 1

AUDITOR INDEPENDENCE SURVEY

PART 1: About the Participant (demographics)

1) Which category best describes your primary profession?

Public Accounting-Audit_____ Public Accounting-Tax_____ 

Public Accounting-Other_____ Corporate Accounting _____ Internal Auditing_____ 

Management_____ Executive____ Tax Manager______ General Consultant______

Tax Consultant____ Attorney______ College Professor_____ Retired________   

Other (please state)____________________________________________

2) What are your academic degrees and/or professional certifications?

BBA/BS _____ MBA_____ MSA_____ MAS _____  JD ______  MD _______

Other Accounting Related Masters _____ Other Masters_____ PHD_____ 

Other Degrees_________________________

CPA_____ CMA _____ CIA_____ CFE_____ CFA_____ Other (Name it) ____________

3) How many years of experience do you have in:

Public Accounting_____  Non-Public Accounting_____

4) What is your current title? ________________________________________

5) Gender:   Male_____ Female_____ 

6) What percent of your professional work involves:  (The sum of the percentages must equal 100%)

Audits of Public Entities ______ Audits of Non-Public Entities _____ Reviews _____ 

Compilations_____ Plain Paper Statements_____ Tax_____ Consulting_____ Other (explain)_____

PART 2: Questions

1. Intangible asset values included in the financial accounts should be prepared by

a. Staff and directors of the companies concerned.

b. Intangible asset valuers working for the company’s external auditors.

c. Independent third party intangible asset valuers.

2. Auditors accepting non-audit fees will likely compromise their independence?

a. Yes   


b.   No


c.   Don’t know

3. Non-audit fees representing what percentage of total audit firm fees will likely compromise the auditors’ independence?

a. None
d.
51-75%

b. 1-25%
e.
76-100%

c. 26-50%
f.    Don’t know

4.  Which of the following auditing firm services, if contracted with the auditor’s firm by the client, would tend to compromise the auditor’s independence and judgment? 

a. Tax Compliance
h.
Legal Services

b. Tax Planning
i.
Actuarial Services

c. Asset Valuation
j.
Management Training

d. Corporate Finance
k.
Management Consulting

e. Treasury Management
l.
Recruitment and Selection

f. IT Outsourcing
m.
Personnel Management

g. Accountancy Outsourcing

5a.
Many larger CPA firms have spun off or sold their consulting services.  Would partners holding any shares in such de-merged business tend to compromise their audit firms’ independence?

a. Yes


b. No

c. Don’t Know

5b.
Would staff members holding any shares in such de-merged business tend to compromise their audit firms’ independence?

a. Yes


b. No

c.    Don’t Know

PART 3: Scaled-Response Questions

Please circle the number that indicates your level of agreement/ disagreement, where 7 is “strongly agree SA”, 1 is “strongly disagree SD” and 4 is “neither agree nor disagree.”



      SD
  
     N


SA   











       Please circle one

	1. Large accounting firms’ consulting engagements increase clients' financial power over their independent auditors?
	1
	2
	3
	4
	5
	6
	7

	2. Such large accounting firms have been “completely independent”:

a. In appearance

      b.    In fact
	1

1
	2

2
	3

3
	4

4
	5

5
	6

6
	7

7

	3. Management consulting services help auditors:

a. Better understand their client

b. Perform better audits

c. Make “better” recommendations that improve their clients’ operational effectiveness.

d. Lower their clients’ audit fees.
	1

1

1

1
	2

2

2

2
	3

3

3

3
	4

4

4

4
	5

5

5

5
	6

6

6

6
	7

7

7

7

	4. CPA firms should “spin off” their management consulting practices in order to strengthen their perceived independence.
	1
	2
	3
	4
	5
	6
	7

	5. CPA firms should abandon the "appearance” test for demonstrating their independence. 
	1
	2
	3
	4
	5
	6
	7

	6. The CPA profession should “relax” its standard of both being independent in appearance and in fact
	1
	2
	3
	4
	5
	6
	7

	7. An auditor's credibility arises more from the economic liability assumed than from maintaining independence from the client.
	1
	2
	3
	4
	5
	6
	7


EXHIBIT 2

Logistic Regression Model

Perceived Independence = f(Gender, Degree, Experience, CPA, Stakeholder Group)

Where:

Dependent Variable

Perceived Independence = 1 if independent, 0 if other

Independent Variables

Gender = 1 if female, 0 if male


Degree =  1 if higher than a Bachelor’s degree, 0 if other


Experience = continuous variable based on cumulative years’ work experience


CPA = 1 if CPA, 0 if not a CPA


Stakeholder group = audit CPA, non-audit CPA, industry, banker

TABLE 1

Gender, Academic Degrees and Certifications by Stakeholder Groups

	Stakeholder

Group
	Gender
	Highest Academic/Professional Degree Held
	Certifications
	Experience

	
	Male
	Female
	Bachelor
	Otherb
	CPA
	Otherc
	Public Accounting

Mean (Range)
	Non-Public Accounting

Mean (Range)

	Public CPA – Audit
	92
	28
	107
	10
	98
	2
	17.9  (0-44)
	2.5  (0-22)

	Public CPA – Non-Audit
	171
	65
	147
	77
	211
	14
	18.4  (0-53)
	5.0  (0-30)

	Industry CPA & Accountants
	56
	34
	31
	56
	60
	12
	5.7  (0-34)
	13.3  (0-35)

	Bankers
	34
	18
	30
	19
	NR
	NR
	NR
	NR

	Other Stakeholdersa
	18
	15
	10
	18
	17
	5
	7.8  (0-30)
	14.0  (0-41)

	Totals
	371
	160
	325
	180
	386
	33
	15.7  (0-53)
	7.9  (0-41)

	Percentage of total subjects (531)
	70%
	30%
	61%
	34%
	73%
	6%
	

	Chi-Square test for differences between groups
	χ2  = 10.06

p = .0394
	χ2  = 79.12

p < .0001
	χ2  = 27.65

p < .0001
	


aOther stakeholders include financial analysts, attorneys, governmental accountants and academia accountants.

bOther degrees include Masters, JD and Ph.D.

cOther certifications include CMA, CIA, CFE, CA, CVA and several others.

NR = Not reported.

Total number of subjects = 531

TABLE 2

Number of Responses and Percentage Frequencies for 

Non-Audit Service Fees and Auditor Independence

	
	Accepting non-audit service fees will likely compromise auditor independence?
	Excluding the “Don’t Knows”
	Including the “Don’t Knows” as “Yes”
	Including the “Don’t Knows” as “No”

	
	Yes
	No
	Don’t Know 
	Yes
	No
	Yes
	No
	Yes
	No

	Response
	212
	215
	96
	212
	215
	308
	215
	212
	311

	Frequency
	41%
	41%
	18%
	50%
	50%
	59%
	41%
	41%
	59%

	
	Test Ho = 0

t-value

p value
	t = 62.07

p < .0001
	t = 65.52

p < .0001
	t = 74.21

p < .0001


Total number of useable subjects = 523 except for “Excluding the Don’t Knows” which has 427 subjects.

TABLE 3

Number of Responses and Percentage Frequencies by Stakeholder Group for 

Non-Audit Service Fees and Auditor Independence
	Stakeholder

Group
	Accepting non-audit service fees will likely compromise auditor independence?
	Response Frequencies Adjusted for the “Don’t Know” Subjects
	

	
	Yes
	No
	Don’t

Know
	Excluding  the “Don’t Knows”
	“Don’t Knows” = “Yes”
	“Don’t Knows” = “No”
	Significant Differences Between Stakeholder Groups

	Public CPA – Audit
	231

19%2
	821

70%2
	13

11%
	.22  Y

.78  N
	.31  Y

.69  N
	.19  Y

.81  N
	CPA Auditors versus CPA Non-Auditor        p value3 < .0001

                        versus Industry Accountants   p value < .0001

                        versus Bankers                        p value < .0003

	Public CPA – 

Non-Audit
	93

40%
	99

43%
	40

17%
	.48  Y

.52  N
	.57  Y

.43  N
	.40  Y

.60  N
	CPA Non-Auditors versus CPA Auditors      p value < .0001

                        versus Industry Accountants   p value < .0005

                        versus Bankers                        p value < .0001* *(only for excluding “don’t knows” or classifying them with “yes”)

	Industry CPA & Accountants 
	54

61%
	18

20%
	16

18%
	.75  Y

.25  N
	.80  Y

.20  N
	.61  Y

.39  N
	Industry Accountants versus CPA Auditors     p value < .0001

                          versus CPA Non-Auditor        p value < .0005

	Bankers
	25

48%
	6

12%
	21

40%
	.81  Y

.19  N
	.88  Y

.12  N
	.48  Y

.52  N
	Bankers versus CPA Auditors                         p value < .0003

                         versus CPA Non-Auditor       p value < .0001*

*(only for excluding “don’t knows” or classifying them with “yes”)


1Number of respondents for each stakeholder group.

2Percentage frequency of respondents in each stakeholder group.

3p value from the Chi-Square test of differences between groups.
Total number of subjects = 498 except for “Excluding the Don’t Knows” which has 408 subjects.

“Bold” values highlight the large majority responses – yes or no. 

TABLE 4
Logistic Regression using Maximum Likelihood Analysis of Variance

Perception of Independence Impairment Regressed on

Gender, CPA Certification, College Degree and Stakeholder Groups 

Panel A:  Analysis of Variance

	Source
	Degrees of Freedom
	Chi-Square
	p-value

	Intercept
	1
	5.51
	0.0189

	Gender 
	1
	0.78
	0.3773

	CPA 
	1
	7.33
	0.0068

	Degree 
	1
	2.71
	0.0999

	Stakeholder Group 
	4
	32.24
	<.0001

	Likelihood Ratio
	26
	48.47
	0.0048


Panel B:  Maximum Likelihood Estimates
	Effect
	Parameter Estimate
	Standard Error
	Chi-Square
	p-value

	Intercept
	0.3725
	0.1587
	5.51
	0.0189

	Gender 
	0.1077
	0.1220
	0.78
	0.3773

	CPA 
	0.4134
	0.1527
	7.33
	0.0068

	Degree 
	-0.1987
	0.1208
	2.71
	0.0999

	Stakeholder 1 
	-1.2726
	0.2544
	25.03
	<.0001

	Stakeholder 2 
	-0.0730
	0.2054
	0.13
	0.7222

	Stakeholder 3 
	0.7961
	0.2689
	8.76
	0.0031

	Stakeholder 4 
	0.5166
	0.4320
	1.43
	0.2317


Gender (Male = 0, Female = 1)

CPA (All CPAs versus non-CPAs)

Degree (Higher than Bachelor = 1, otherwise 0)

Stakeholder Group (Audit CPA, non-audit CPA, industry, banker) 

Experience =Public accounting + non-public accounting

TABLE 5

Group Means, (Standard Deviations), Number of Subjects (n=) and 

Significant Group Comparisons for Questions of Perception Concerning Auditor Independence
	
Question

Number
	Public CPA – Audit
	Public CPA – Non-Audit
	Industry CPA & Accountants
	Bankers
	Significant Stakeholder Group Differences (p<.05) Based on Scheffe’s Multiple Comparison Test

	Q1:  Consulting engagements increase clients’ financial power over their independent auditors.
	4.29a

(1.69)b

n = 115
	5.29

(1.52)

n = 228
	5.65

(1.22)

n = 82
	5.33

(1.21)

n = 48
	Audit CPAs agree significantly less (but not disagree) with this statement than non-audit CPAs, industry CPAs & accountants and bankers.



	Q2b:  Large accounting firms have been “completely independent” in fact.
	3.99

(1.70)

n  = 113
	3.26

(1.62)

n = 227
	3.09

(1.38)

n = 79
	3.02

(1.14)

n = 46
	Audit CPAs agree significantly more with this statement than non-audit CPAs, industry CPAs & accountants and bankers.



	Q3a:  Management consulting services help auditors better understand their client.
	5.78

(1.12)

n = 113
	5.02

(1.45)

n = 225
	4.52

(1.55)

n = 82
	4.68

(1.16)

n = 47
	Audit CPAs agree significantly more with this statement than non-audit CPAs, industry CPAs & accountants and bankers.

Also, non-audit CPAs agree significantly more with this statement than industry CPAs & accountants.

	Q3b:  Management consulting services help auditors perform better audits.
	4.88

(1.46)

n = 113
	4.09

(1.57)

n = 223
	3.49

(1.57)

n = 82


	3.74

(1.29)

n = 46
	Audit CPAs agree significantly more with this statement than non-audit CPAs, industry CPAs & accountants and bankers.

Also, non-audit CPAs agree significantly more with this statement than industry CPAs & accountants.

	Q3c:  Management consulting services help auditors make “better” recommendations that improve their clients’ operational effectiveness.
	5.72

(1.10)

n = 113
	4.84

(1.51)

n = 224
	4.77

(1.42)

n = 83
	4.96

(1.21)

n = 46
	Audit CPAs agree significantly more with this statement than non-audit CPAs, industry CPAs & accountants and bankers.



	Q4:  CPA firms should “spin off” their management consulting practices in order to strengthen their perceived independence.
	3.60

(2.07)

n = 114
	4.98

(1.71)

n = 225
	5.54

(1.43)

n = 82
	5.48

(1.37)

n = 48
	Audit CPAs agree significantly less (but not disagree) with this statement than non-audit CPAs, industry CPAs & accountants and bankers.




aMean response for each question for each stakeholder group.  Responses were reported on a 7-point Likert scale with 1=strong disagreement and 7=strong agreement with the statement.  bStandard deviation for each question for each stakeholder group.

TABLE 5 (continued)

Group Means, (Standard Deviations), Number of Subjects (n=) and 

Significant Group Comparisons for Questions of Perception Concerning Auditor Independence
	Question

Number
	Public CPA – Audit
	Public CPA – Non-Audit
	Industry CPA & Accountants
	Bankers
	Significant Stakeholder Group Differences (p<.05) Based on Scheffe’s Multiple Comparison Test

	Q5:  CPA firms should abandon the “appearance” test for demonstrating their independence.
	2.77

(1.58)

n = 114
	3.20

(2.01)

n = 225
	3.44

(1.98)

n = 81
	4.30

(1.33)

n = 47
	Bankers slightly agree with this statement while audit CPAs and non-audit CPAs slightly disagree.  Significant difference between these groups.



	Q7:  An auditor’s credibility arises more from the economic liability assumed than from maintaining independence from the client.
	3.37

(1.57)

n = 115
	3.22

(1.65)

n = 219
	3.49

(1.40)

n = 83
	3.94

(1.52)

n = 47
	Bankers agree significantly more with this statement than non-audit CPAs.



	The following questions/statements had no significant differences between stakeholder groups.

	Q2a:  Large accounting firms have been “completely independent” in appearance.
	3.64

(1.77)

n = 113
	4.14

(1.88)

n = 224
	3.80

(1.86)

n = 82
	4.50

(1.50)

n = 46
	N/A – All stakeholders slightly agree with the statement.

	Q3d:  Management consulting services help auditors lower their clients’ audit fees.
	4.08

(1.66)

n = 110
	3.72

(1.83)

n = 224
	3.54

(1.67)

n = 81
	3.67

(1.28)

n = 46
	N/A – All stakeholders are slightly above neutral, slightly agree with the statement.  

	Q6:  The CPA profession should “relax” its standards of both being independent in appearance and in fact.
	1.86

(1.08)

n = 113
	
2.04

(1.45)

n = 224
	2.17

(1.51)

n = 83
	2.46

(1.47)

n = 48
	N/A – All stakeholders disagree with the statement.


aMean response for each question for each stakeholder group.  Responses were reported on a 7-point Likert scale with 1=strong disagreement and 7=strong agreement with the statement.

bStandard deviation for each question for each stakeholder group.

TABLE 6

Pre- and Post-Enron Group Means and Significant Difference Test 

for Questions of Perception Concerning Auditor Independence

	Question

Number
	Common

Stakeholder

Groups1
	Pre-Enron

Group Means3 

(number of responses)
	Post-Enron

Group Means2 

(number of responses)
	p – value

for differences between means

p < #

	Q1:  Consulting engagements increase clients’ financial power over their independent auditors.
	Public CPA - Audit

Bankers
	1.88          (  80)  

4.55          (  81)
	4.29          (115)

5.33          (  48)
	.001

.01

	Q2a:  Large accounting firms have been “completely independent” in appearance.
	Public CPA - Audit

Bankers
	2.87          (  80)

2.07          (  81)
	3.64          (113)

4.50          (  46)
	.01

.001

	Q2b:  Large accounting firms have been “completely independent” in fact.
	Public CPA - Audit

Bankers
	6.43          (  80)

5.73          (  81)
	3.99          (113)

3.02          (  46)
	.001

.001

	Q3a:  Management consulting services help auditors better understand their client.
	Public CPA - Audit

Bankers
	6.13          (  80)

5.93          (  81)
	5.79          (113)

4.68          (  47)
	.10

.001

	Q3b:  Management consulting services help auditors perform better audits.
	Public CPA - Audit

Bankers
	6.68          (  80)

6.54          (  81)
	4.88          (113)

3.74          (  46)
	.001

.001

	Q3c:  Management consulting services help auditors make “better” recommendations that improve their clients’ operational effectiveness.
	Public CPA - Audit

Bankers
	6.05          (  80)

5.84          (  81)
	5.72          (113)

4.96          (  46)
	.10

.001


	Q3d:  Management consulting services help auditors lower their clients’ audit fees.
	Public CPA - Audit

Bankers
	5.59          (  80)

5.03          (  81)
	4.08          (110)

3.67          (  48)
	.001

.001


TABLE 6 (Continued)

Pre- and Post-Enron Group Means and Significant Difference Test 

for Questions of Perception Concerning Auditor Independence

	Question

Number
	Common

Stakeholder

Groups1
	Pre-Enron

Group Means3 

(number of responses)
	Post-Enron

Group Means2 

(number of responses)
	p – value

for differences between means

p < #

	Q4:  CPA firms should “spin off” their management consulting practices in order to strengthen their perceived independence.
	Public CPA - Audit

Bankers
	4.49          (  80)

6.36          (  81)


	3.60          (114)

5.48          (  48)


	.001

.001

	Q5:  CPA firms should abandon the “appearance” test for demonstrating their independence.
	Public CPA - Audit

Bankers
	6.79          (  80)

5.65          (  81)
	2.77          (114)

4.30          (  47)
	.001

.001

	Q6:  The CPA profession should “relax” its standards of both being independent in appearance and in fact.
	Public CPA - Audit

Bankers
	2.79          (  80)

4.65          (  81)
	1.86          (113)

2.46         (  48)
	.001

.001

	Q7:  An auditor’s credibility arises more from the economic liability assumed than from maintaining independence from the client.
	Public CPA - Audit

Bankers
	4.58          (  80)

5.75          (  81)
	3.37          (115)

3.94          (  47)
	.001

.001


1Only audit CPAs and bankers, the significant common stakeholder groups between this study and Reinstein and Lander (2001), are included.

2Mean response for each question for each stakeholder group.  Responses were reported on a 7-point Likert scale with 1=strong disagreement and 7=strong agreement with the statement.

3Mean response for each question in Reinstein and Lander (2001) was measured on a 7-point Likert scale with 1=strong agreement and 7=strong disagreement with the statement.  For comparison with this study’s responses, the mean responses were converted using (8-mean) to equate to this study’s scale dimensions.
TABLE 7

Independence Perceptions of Non-Audit Services 

by Stakeholder Group

	Public CPA – 

Audit
	Public CPA – 

Non-Audit
	Industry CPA & Accountants
	Bankers

	Service
	%
	Service
	%
	Service
	%
	Service
	%

	Treasury Management
	44
	Asset

 Valuation
	50
	Asset

 Valuation
	47
	Management Consulting
	40

	Accountancy Outsourcing
	37
	Treasury Management
	45
	Corporate

 Finance
	40
	Asset 

Valuation
	37

	Asset 

Valuation
	37
	Legal 

Services
	42
	Management Consulting
	39
	Legal 

Services
	37

	Personnel Management
	37
	Corporate 

Finance
	40
	Accountancy Outsourcing
	38
	Corporate 

Finance
	29

	Legal 

Services
	27
	Personnel 

Management
	39
	Treasury Management
	32
	Personnel 

Management
	27

	Corporate 

Finance
	27
	Accountancy Outsourcing
	39
	Legal

 Services
	30
	Recruitment & Selection
	25

	Recruitment & Selection
	26
	Management Consulting
	38
	Personnel 

Management
	26
	Management Training
	19

	Management Consulting
	23
	Recruitment & Selection
	31
	Recruitment & Selection
	21
	Tax 

Compliance
	19

	Management Training
	18
	Actuarial 

Services
	25
	Management Training
	19
	Tax

 Planning
	17

	IT Outsourcing
	18
	IT Outsourcing
	22
	IT Outsourcing
	18
	Actuarial Services
	15

	Actuarial 

Services
	16
	Management Training
	20
	Actuarial Services
	16
	Accountancy Outsourcing
	13

	Tax 

Compliance
	5
	Tax 

Planning
	17
	Tax 

Planning
	16
	Treasury Management
	12

	Tax 

Planning
	3
	Tax 

Compliance
	10
	Tax 

Compliance
	16
	IT Outsourcing
	8


� In studies where stakeholders perceived non-audit services to reduce auditor independence, Lowe and Pany (1995, 1996); Swanger and Chewning (2001) and others found that staff separation within CPA firms appears to mitigate subject’s perceptions of independence impairment.


� User primacy calls for a systematic bias in financial reporting in favor of those users of financial statements who are in disadvantageous positions regarding the production and consumption of financial information (Beaver and Demski 1974, Cyert and Ijiri 1974, Gaa 1986).


� Bankers were excluded from these subsequent tests involving accounting experience because no accounting experience data was available from the bankers.
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