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1 Introduction

The landscape of financial auditing has undergone profound transformation in recent decades,

characterized by increasing complexity in business transactions, sophisticated financial in-

struments, and global regulatory frameworks. This evolution has placed unprecedented

demands on auditor judgment and decision-making processes, yet our understanding of the

cognitive mechanisms underlying these critical functions remains limited. Traditional au-

dit research has predominantly emphasized technical knowledge, regulatory compliance, and

procedural adherence, while largely neglecting the fundamental neurocognitive processes that

govern how auditors process complex information and arrive at professional judgments.

This research addresses this significant gap by introducing an innovative neurocognitive

framework that integrates principles from behavioral economics, cognitive neuroscience, and

accounting expertise to examine the relationship between auditor judgment processes and

decision-making quality in complex financial audits. The novelty of our approach lies in

its departure from conventional survey-based or experimental economics methodologies, in-

stead employing direct neural measurement techniques combined with sophisticated process-

tracing to uncover the underlying cognitive dynamics of audit judgment.
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Our investigation is guided by three primary research questions that have received lim-

ited attention in the extant literature. First, how do neural activation patterns in auditors’

prefrontal cortex correlate with judgment accuracy when evaluating complex financial sce-

narios? Second, what is the nature of the relationship between cognitive load and judgment

quality across varying levels of audit complexity? Third, to what extent do expert audi-

tors employ intuitive versus analytical cognitive processes when confronting novel or highly

complex audit challenges?

The significance of this research extends beyond theoretical contributions to practical

implications for audit quality, professional training, and decision support system design. By

elucidating the cognitive mechanisms that distinguish superior audit judgment in complex

environments, our findings inform the development of more effective training methodologies,

optimal team composition strategies, and decision support tools that complement rather

than replace human expertise.

2 Methodology

Our research employed a multi-method approach that integrates neurophysiological measure-

ment, behavioral observation, and process-tracing techniques to provide a comprehensive ex-

amination of auditor judgment processes. The experimental design involved 85 experienced

auditors from international accounting firms, with an average of 12.3 years of professional

experience and specialized expertise in complex audit areas including financial instruments,

business combinations, and revenue recognition.

Participants were exposed to a series of carefully constructed audit scenarios representing

varying levels of complexity, from routine transactions to highly complex financial arrange-

ments involving multiple accounting standards and significant judgment requirements. The

complexity manipulation was achieved through systematic variation of several dimensions:

the number of relevant accounting standards applicable to each scenario, the degree of esti-
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mation uncertainty, the presence of conflicting evidence, and the novelty of the transaction

structure.

Neurocognitive data were collected using functional near-infrared spectroscopy (fNIRS), a

non-invasive brain imaging technique that measures hemodynamic responses in the prefrontal

cortex associated with cognitive processing. This methodology offers significant advantages

for audit research, including high temporal resolution, tolerance of movement artifacts, and

the ability to capture neural activity in realistic decision-making environments. Participants

wore fNIRS headbands while working through audit scenarios, allowing continuous monitor-

ing of oxygenated and deoxygenated hemoglobin concentration changes in regions associated

with working memory, cognitive control, and decision-making.

Complementing the neural data, we employed comprehensive process-tracing techniques

including think-aloud protocols, eye-tracking, and detailed audit workpaper analysis to cap-

ture the cognitive strategies and information processing patterns employed by participants.

This multi-faceted approach enabled triangulation between neural activation patterns, overt

behavioral measures, and the quality of final audit judgments.

Judgment quality was assessed through multiple dimensions: technical accuracy relative

to applicable accounting standards, appropriateness of evidence evaluation, reasonableness of

professional skepticism applied, and coherence of the overall audit approach. Expert panels

comprising senior audit partners and accounting academics independently evaluated each

participant’s judgments using detailed scoring rubrics that accounted for both process and

outcome quality.

Statistical analyses employed mixed-effects models to account for both within-subject

and between-subject variability, with neural activation patterns, behavioral measures, and

judgment quality metrics as dependent variables. Mediation and moderation analyses exam-

ined the complex relationships between cognitive load, neural engagement, expertise level,

and ultimate judgment quality.
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3 Results

The analysis revealed several compelling findings that challenge conventional understandings

of auditor judgment in complex environments. First, we identified a non-linear relationship

between audit complexity and judgment quality, characterized by an inverted U-shaped

curve. At low complexity levels, judgment quality was moderate, improving significantly as

complexity increased to moderate levels, but declining sharply when complexity exceeded

cognitive capacity thresholds. This pattern suggests that optimal audit judgment occurs

when cognitive engagement is maximized without overwhelming working memory resources.

Neural data provided intriguing insights into the cognitive processes underlying this re-

lationship. In moderately complex scenarios, we observed balanced activation in both the

dorsolateral prefrontal cortex (associated with analytical reasoning) and the ventromedial

prefrontal cortex (linked to intuitive processing and affective valuation). However, in highly

complex scenarios, participants who maintained judgment quality demonstrated distinctive

neural signatures characterized by rapid switching between these regions, suggesting adap-

tive employment of both analytical and intuitive processes rather than reliance on a single

cognitive mode.

A particularly novel finding emerged from the examination of expertise effects. Contrary

to expectations that expert auditors would rely predominantly on automated intuition, our

data revealed that the highest-performing experts actually demonstrated greater neural en-

gagement in analytical regions when confronting novel complexity. This suggests that supe-

rior expertise in complex audit environments may be characterized not by reduced cognitive

effort through automation, but by more sophisticated deployment of analytical resources

when intuition proves insufficient.

The process-tracing data further illuminated the cognitive strategies employed by au-

ditors. High-performing participants demonstrated systematic information search patterns,

effective hypothesis generation and testing, and appropriate calibration of professional skep-

ticism. Interestingly, neural measures of cognitive load provided early indicators of judgment
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quality, with optimal performance associated with moderate cognitive engagement levels that

preceded observable behavioral differences.

Mediation analyses revealed that the relationship between audit complexity and judgment

quality was partially mediated by neural engagement patterns, with cognitive load serving

as a significant moderator. This suggests that the impact of complexity on judgment quality

depends critically on how cognitive resources are allocated and managed during the decision

process.

4 Conclusion

This research makes several original contributions to our understanding of auditor judg-

ment in complex financial environments. By integrating neurocognitive measurement with

behavioral observation, we have uncovered fundamental mechanisms underlying audit judg-

ment quality that were previously inaccessible through traditional research methods. The

non-linear relationship between complexity and judgment quality challenges linear assump-

tions about audit difficulty and performance, suggesting the existence of optimal complexity

ranges for superior judgment.

The finding that expert auditors employ dynamic switching between analytical and intu-

itive processing modes in complex environments represents a significant advancement beyond

dual-process theories of expertise. Rather than progressing from analytical to intuitive pro-

cessing with experience, our data suggest that true expertise in complex domains involves

the sophisticated coordination of both cognitive systems based on situational demands.

These insights have important practical implications for audit practice, professional de-

velopment, and decision support system design. Audit training programs could benefit from

incorporating metacognitive strategies that help practitioners recognize complexity thresh-

olds and adapt their cognitive approaches accordingly. Team composition strategies might

optimize performance by balancing members with different cognitive strengths, while decision
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support systems could be designed to complement human judgment by providing cognitive

scaffolding at appropriate complexity levels.

Several limitations warrant consideration in interpreting these findings. The laboratory

setting, while controlled, may not fully capture the contextual pressures and multi-stage na-

ture of real audit engagements. The focus on individual judgment processes also limits direct

extrapolation to team-based audit decisions. Future research could extend this neurocogni-

tive approach to examine group decision dynamics, longitudinal expertise development, and

cross-cultural variations in audit judgment.

In conclusion, this research demonstrates the significant value of integrating neurocogni-

tive perspectives into auditing research. By examining the fundamental cognitive processes

underlying auditor judgment, we have identified novel insights about how complexity affects

decision quality and how expertise manifests in neural functioning. These findings not only

advance theoretical understanding but also provide practical guidance for enhancing audit

quality in an increasingly complex financial landscape.
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