Introduction

Thank you for participating in this experiment.  The purpose of this experiment is to examine how individuals make decisions based on various financial reporting scenarios. Listed in this test instrument are different scenarios. After analyzing each scenario, please respond to each of these cases using the provided scale. Each of these scenarios are completely fictional and hypothetical.

There are no incorrect responses to these scenarios and your responses will remain anonymous. Your participation is completely voluntary. By advancing to the next page, you are indicating your agreement to participate in this study. After responding to each of the scenarios, you will be asked to answer some basic background questions. 

Again, thank you for your participation and if you would like to receive a summary of the results, please contact me via email at roebucks12@students.ecu.edu. 

Sincerely, 

Samuel Roebuck, 
Accounting BSBA 
Honors College c/o 2016

Under the direction of: 

Linda A. Quick, PhD, CPA
Assistant Professor
Department of Accounting
College of Business
East Carolina University

[bookmark: _GoBack]Each participant will receive one of the following six scenarios!
Scenario 1
You are an employee at a medium sized company (100-300 employees) that specializes in agricultural products and technology.  Your biggest responsibility is to prepare quarterly and annual financial statements for upper level management and board members. 

After being an employee for this company for approximately five years, you have noticed that it isn’t uncommon for your upper level managers to set steep goals. Due to economic factors and other outside impacts, the agriculture industry has been really struggling during its busiest quarter (April-June).  The company has set an intended revenue target of $6.75 million dollars for the quarter. 

A $1.2 million non-cancellable contractual agreement was made between the agricultural company and a farming operation on April 1, 2015 to spread fertilizer on 12 separate occasions between April 1, 2015 and March 31, 2017. The initial application of fertilizer on April 1, 2015 provides the majority of the benefit to the farming operation; subsequent applications of fertilizer maintain and/or enhance the original application. Refer to FASB Codification 2014-09 (shown below).

By recognizing $1.2 million in revenue during Q2 (quarter two) of the fiscal year, your company will surpass the revenue target and you will walk away with a $52,000 bonus at the end of year. You are quickly approaching the end of the reporting period and you need to make a decision. 






Your Task:  Based on the information provided above, you are to analyze the situation and respond to the best of your ability. Some pertinent information about this company includes: 
1. The company has met every revenue goal set since 2010. 
2. The company is the most successful agricultural company in the southeast region of the United States. 

Please indicate how much revenue you will recognize at the end of Q2 2015?
$			

With the information provided, respond to each of the following Likert Scales. 

PAGE BREAK!

How strong of an influence would the compensation package play in your decision of how much revenue to recognize during the current reporting period?

	Did not influence my decision at all
	1
	2
	3
	4
	5
	Strongly influenced my decision




How strong of an influence do you think the compensation package would play on the average person making the decision of how much revenue to recognize during the current reporting period?

	Would not influence decision at all
	1
	2
	3
	4
	5
	Would strongly influenced decision

	
	
	
	
	
	
	






Scenario 2
You are an employee at a medium sized company (100-300 employees) that specializes in agricultural products and technology.  Your biggest responsibility is to prepare quarterly and annual financial statements for upper level management and board members. 

After being an employee for this company for approximately five years, you have noticed that it isn’t uncommon for your upper level managers to set steep goals. Due to economic factors and other outside impacts, the agriculture industry has been really struggling during its busiest quarter (April-June).  The company has set an intended revenue target of $6.75 million dollars for the quarter. 

A $1.2million non-cancellable contractual agreement was made between the agricultural company and a farming operation on April 1, 2015 to spread fertilizer on 12 separate occasions between April 1, 2015 and March 31, 2017. The initial application of fertilizer on April 1, 2015 provides the majority of the benefit to the farming operation; subsequent applications of fertilizer maintain and/or enhance the original application. Refer to FASB Codification 2014-09 (shown below). By recognizing $1.2 million in revenue during Q2 (quarter two) of the fiscal year, your company will surpass the revenue target

One afternoon, you decided to stay late to catch up on some work. The CEO of the company approaches your desk and begins to talk with you. After very brief talk, the CEO made it apparent that he wants the revenue to be recognized full in Q2. He mentions to you how important it is to keep a job in such a competitive industry and how he has a lot of connections with similar businesses. The conversation makes you question your job security and makes you believe you will be fired and blacklisted if you do not recognize this revenue and meet the target. The end of the reporting period is coming up and you need to make a decision. 

Your Task:  Based on the information provided above, you are to analyze the situation and respond to the best of your ability. Some pertinent information about this company includes: 
1. The company has met every revenue goal set since 2010. 
2. The company is the most successful agricultural company in the southeast region of the United States. 

Please indicate how much revenue you will recognize at the end of Q2 2015?
$			

With the information provided, respond to each of the following Likert Scales. 


PAGE BREAK!

How strong of an influence would the conversation with your boss play in your decision of how much revenue to recognize during the current reporting period?

	Did not influence my decision at all
	1
	2
	3
	4
	5
	Strongly influenced my decision




How strong of an influence do you think the conversation with the boss would play on the average person making the decision of how much revenue to recognize during the current reporting period?

	Would not influence decision at all
	1
	2
	3
	4
	5
	Would strongly influenced decision

	
	
	
	
	
	
	




Scenario 3
You are an employee at a medium sized company (100-300 employees) that specializes in agricultural products and technology.  Your biggest responsibility is to prepare quarterly and annual financial statements for upper level management and board members. 

After being an employee for this company for approximately five years, you have noticed that it isn’t uncommon for your upper level managers to set steep goals. Due to economic factors and other outside impacts, the agriculture industry has been really struggling during its busiest quarter (April-June).  The company has set an intended revenue target of $6.75 million dollars for the quarter. 

A $1.2 million non-cancellable contractual agreement was made between the agricultural company and a farming operation on April 1, 2015 to spread fertilizer on 12 separate occasions between April 1, 2015 and March 31, 2017. The initial application of fertilizer on April 1, 2015 provides the majority of the benefit to the farming operation; subsequent applications of fertilizer maintain and/or enhance the original application. Refer to FASB Codification 2014-09 (shown below). By recognizing $1.2 million in revenue during Q2 (quarter two) of the fiscal year, your company will surpass the revenue target.

The company is really trying to hit its intended revenue target. While there are no direct consequences to your compensation or employment by coming up a little bit short, missing the revenue target will likely lead to several layoffs of lower level employees within the company. You recognize the difficulty these employees would face if they were laid off, as there are few available jobs in this industry, and many of the lower level employees have families to support with their income. The end of the reporting period is coming up and you need to make a decision. 


Your Task:  Based on the information provided above, you are to analyze the situation and respond to the best of your ability. Some pertinent information about this company includes: 
1. The company has met every goal set since 2010. 
2. The company is the most successful agricultural company in the southeast region of the United States. 

How much revenue will you recognize at the end of Q2 2015?
$			

With the information provided, respond to each of the following Likert Scales. 


PAGE BREAK!

How strong of an influence would your ideals and beliefs play in your decision of how much revenue to recognize during the current reporting period?

	Did not influence my decision at all
	1
	2
	3
	4
	5
	Strongly influenced my decision




How strong of an influence do you think an average person ideals and beliefs making this decision would influence how much revenue to recognize during the current reporting period?

	Would not influence decision at all
	1
	2
	3
	4
	5
	Would strongly influenced decision






Scenario 1
You are an employee at a medium sized company (100-300 employees) that specializes in agricultural products and technology.  Your biggest responsibility is to prepare quarterly and annual financial statements for upper level management and board members. 

After being an employee for this company for approximately five years, you have noticed that it isn’t uncommon for your upper level managers to set steep goals. Due to economic factors and other outside impacts, the agriculture industry has been really struggling during its busiest quarter (April-June).  The company has set an intended revenue target of $6.75 million dollars for the quarter. 

A $1.2 million non-cancellable contractual agreement was made between the agricultural company and a farming operation on April 1, 2015 to spread fertilizer on 12 separate occasions between April 1, 2015 and March 31, 2017. Refer to FASB Codification 2014-09 (shown below) for recognition amendments.

By recognizing $1.2 million in revenue during Q2 (quarter two) of the fiscal year, your company will surpass the revenue target and you will walk away with a $52,000 bonus at the end of year. You are quickly approaching the end of the reporting period and you need to make a decision. 








Your Task:  Based on the information provided above, you are to analyze the situation and respond to the best of your ability. Some pertinent information about this company includes: 
1. The company has met every revenue goal set since 2010. 
2. The company is the most successful agricultural company in the southeast region of the United States. 

Please indicate how much revenue you will recognize at the end of Q2 2015?
$			

With the information provided, respond to each of the following Likert Scales. 

PAGE BREAK!

How strong of an influence would the compensation package play in your decision of how much revenue to recognize during the current reporting period?

	Did not influence my decision at all
	1
	2
	3
	4
	5
	Strongly influenced my decision




How strong of an influence do you think the compensation package would play on the average person making the decision of how much revenue to recognize during the current reporting period?

	Would not influence decision at all
	1
	2
	3
	4
	5
	Would strongly influenced decision

	
	
	
	
	
	
	





Scenario 2
You are an employee at a medium sized company (100-300 employees) that specializes in agricultural products and technology.  Your biggest responsibility is to prepare quarterly and annual financial statements for upper level management and board members. 

After being an employee for this company for approximately five years, you have noticed that it isn’t uncommon for your upper level managers to set steep goals. Due to economic factors and other outside impacts, the agriculture industry has been really struggling during its busiest quarter (April-June).  The company has set an intended revenue target of $6.75 million dollars for the quarter. 

A $1.2million non-cancellable contractual agreement was made between the agricultural company and a farming operation on April 1, 2015 to spread fertilizer on 12 separate occasions between April 1, 2015 and March 31, 2017.  Refer to FASB Codification 2014-09 (shown below) for recognition amendments. By recognizing $1.2 million in revenue during Q2 (quarter two) of the fiscal year, your company will surpass the revenue target

One afternoon, you decided to stay late to catch up on some work. The CEO of the company approaches your desk and begins to talk with you. After very brief talk, the CEO made it apparent that he wants the revenue to be recognized full in Q2. He mentions to you how important it is to keep a job in such a competitive industry and how he has a lot of connections with similar businesses. The conversation makes you question your job security and makes you believe you will be fired and blacklisted if you do not recognize this revenue and meet the target. The end of the reporting period is coming up and you need to make a decision. 
 



Your Task:  Based on the information provided above, you are to analyze the situation and respond to the best of your ability. Some pertinent information about this company includes: 
1. The company has met every revenue goal set since 2010. 
2. The company is the most successful agricultural company in the southeast region of the United States. 

Please indicate how much revenue you will recognize at the end of Q2 2015?
$			

With the information provided, respond to each of the following Likert Scales

PAGE BREAK!

How strong of an influence would the conversation with your boss play in your decision of how much revenue to recognize during the current reporting period?

	Did not influence my decision at all
	1
	2
	3
	4
	5
	Strongly influenced my decision




How strong of an influence do you think the conversation with the boss would play on the average person making the decision of how much revenue to recognize during the current reporting period?

	Would not influence decision at all
	1
	2
	3
	4
	5
	Would strongly influenced decision

	
	
	
	
	
	
	





Scenario 3
You are an employee at a medium sized company (100-300 employees) that specializes in agricultural products and technology.  Your biggest responsibility is to prepare quarterly and annual financial statements for upper level management and board members. 

After being an employee for this company for approximately five years, you have noticed that it isn’t uncommon for your upper level managers to set steep goals. Due to economic factors and other outside impacts, the agriculture industry has been really struggling during its busiest quarter (April-June).  The company has set an intended revenue target of $6.75 million dollars for the quarter. 

A $1.2 million non-cancellable contractual agreement was made between the agricultural company and a farming operation on April 1, 2015 to spread fertilizer on 12 separate occasions between April 1, 2015 and March 31, 2017. Refer to FASB Codification 2014-09 (shown below) for recognition amendments. By recognizing $1.2 million in revenue during Q2 (quarter two) of the fiscal year, your company will surpass the revenue target.

The company is really trying to hit its intended revenue target. While there are no direct consequences to your compensation or employment by coming up a little bit short, missing the revenue target will likely lead to several layoffs of lower level employees within the company. You recognize the difficulty these employees would face if they were laid off, as there are few available jobs in this industry, and many of the lower level employees have families to support with their income. The end of the reporting period is coming up and you need to make a decision. 




Your Task:  Based on the information provided above, you are to analyze the situation and respond to the best of your ability. Some pertinent information about this company includes: 
1. The company has met every goal set since 2010. 
2. The company is also the most successful agricultural company in the southeast region of the United States. 

How much revenue will you recognize at the end of Q2 2015?
$			

With the information provided, respond to each of the following Likert Scales

PAGE BREAK!

How strong of an influence would your ideals and beliefs play in your decision of how much revenue to recognize during the current reporting period?

	Did not influence my decision at all
	1
	2
	3
	4
	5
	Strongly influenced my decision




How strong of an influence do you think an average person ideals and beliefs making this decision would influence how much revenue to recognize during the current reporting period?

	Would not influence decision at all
	1
	2
	3
	4
	5
	Would strongly influenced decision







FASB No. 2014-09

The core principle of the guidance is that an entity should recognize revenue to depict the transfer of promised goods or services to customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. To achieve that core principle, an entity should apply the following steps:

Step 1: Identify the contract(s) with a customer.
Step 2: Identify the performance obligations in the contract.
Step 3: Determine the transaction price.
Step 4: Allocate the transaction price to the performance obligations in the contract.
Step 5: Recognize revenue when (or as) the entity satisfies a performance obligation.

[Assume steps 1-4 have already been completed for the above contract.]

Step 5: Recognize Revenue When (or As) the Entity Satisfies a Performance Obligation

An entity should recognize revenue when (or as) it satisfies a performance obligation by transferring a promised good or service to a customer. A good or service is transferred when (or as) the customer obtains control of that good or service.

For each performance obligation, an entity should determine whether the entity satisfies the performance obligation over time by transferring control of a good or service over time. If an entity does not satisfy a performance obligation over time, the performance obligation is satisfied at a point in time.

An entity transfers control of a good or service over time and, therefore, satisfies a performance obligation and recognizes revenue over time if one of the following criteria is met:
1. The customer simultaneously receives and consumes the benefits provided by the entity’s performance as the entity performs.
2. The entity’s performance creates or enhances an asset (for example, work in process) that the customer controls as the asset is created or enhanced.
3. The entity’s performance does not create an asset with an alternative use to the entity, and the entity has an enforceable right to payment for performance completed to date.









Demographic Questions 

1. Imagine that you have a choice between two separate options that are shown below. Based on your opinion, please choose which option you would prefer.
a. 0.1% chance of winning $10,000 and a 99.9% chance of winning $0. 
b. 100% chance of winning $10. 
2. Imagine that you have a choice between two separate options that are shown below. Based on your opinion, please choose which option you would prefer.
a. 0.1% chance of losing $10,000 and 99.9% chance of losing $0.
b. 100% chance of losing $10. 
3. Please indicate below which graduate courses you have completed (ECU course numbers are listed in parentheses)
a. Introduction to Financial Accounting (ACCT 2401)
b. Introduction to Managerial Accounting (ACCT 2521)
c. Intermediate Accounting I (ACCT 3551)
d. Cost Accounting (ACCT 3621) 
e. Financial and Managerial Accounting (ACCT 6241)
f. Quantitative Methods (OMGT 6123)
g. Comparative Management (MGMT 6102)
h. Marketing Management (MKTG 6162) 
i. Financial Management I (FINA 6144)
j. Government Regulation of Business (FINA 6214)
k. Analysis of the Business Econ Environment (FINA 6204)
l. Delivering Business Value Through IS (MIS 6713)
m. Accounting for Decision Making (ACCT 6521)
n. Financial Management II (FINA 6604) 
o. Operations and Supply Chain Management (OMGT 6213)
p. Organizational Behavior (MGMT 6802)
q. Management Science (OMGT 6613) 
r. Marketing Strategy (MKTG 6822)
s. Strategic Management (MGMT 6722) 
t. Other elective courses (if applicable) 
4. Approximately how many months of accounting work experience do you have? (Including internships) 
5. If your answer to Question 6 is more than zero, what areas of accounting do you have experience in?
a. Auditing
b. Tax (Individual Preparation or Corporate) 
c. Bookkeeping 
d. Other (please describe) _________________
 




