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External auditors' evaluation of the internal audit

function: An empirical investigation
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5. Discussion

In our experiment, participants first read the case scenario and examine the pieces of evidence they can use to evaluate the
strength of the company's IAF. Next, they indicate their belief in the quality of work performance, competence and objectivity
as well as their belief in the overall strength or weakness of the IAF. In addition, participants form intermediate judgments that
allow us to estimate the magnitude of their judged interrelationships between work performance and competence (r;) and
work performance and objectivity (r,), which prior research argues to be important, but not directly observable.

First, we find the mean interrelationship between work performance and competence (r;) and between work performance
and objectivity (r3) is stronger when work performance is low than when work performance is high. While these results are in-
consistent with the assumption of Desai et al. (2010), they are consistent with our H1 and prior research indicating auditors tend
to be more sensitive to negative than positive evidence (Ashton and Ashton, 1988; Butt and Campbell, 1989).
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