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Introduction



Group decision-making by scientific expert committees

From Ideal to Non-ideal Theory

Much contemporary work is the epistemic analogue of ideal theory.

We look at group decision making from the point of view of non-ideal theory.

▶ Real-world decision processes are messy.
▶ Humans are fallible and political actors.
▶ Interesting complications arise when the interpretation of evidence

and what is seen as possible solutions to a problem intersect with
sociological factors.
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Group decision-making by scientific expert committees

From Ideal to Non-ideal Theory

Non-ideal theory is more relevant for certain kinds of group decisions.

Particularly, those where the very concept of the right decision is
ambiguous due to the socially constructed nature of reality.

▶ The formulation of economic policy.

▶ The design of regulation.

The Problem: How to structure real boards of experts to optimise
decision-making (given their objectives).
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A Case Study: The International
Accounting Standards Board



The design of accounting regulation — the IASB

1 A private entity — produces rules to standardise the reporting of
corporate performance for companies in over 100 countries (and for
all listed EU companies).

2 Aims to enable inter-company comparability for investors (thereby
lowering the cost of capital to companies).

3 Specifies and issues standards providing definitions of concepts such
as ‘revenue’, ‘profit’ and ‘asset’.

4 Funded by national accounting and finance regulators, stock
exchanges, major companies and auditing firms.
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How the IASB is supposed to make decisions

▶ Content drafted by technical staff, directed by votes at board
meetings.

▶ The fourteen board members pass completed standards by majority vote.
▶ Board members are selected by a charitable foundation overseeing

the IASB. 6



What actually happens in the decision-making process

1 There is an indirect influence of one’s scientific expert status. (How
someone gets classified as an expert matters; that is, the theories
they endorse, or the scientific research group of which they are a
part, both have an influence.)

2 The temporal continuity of groups makes a difference, in that
sequences of decisions across time introduce unexpected outcomes.

3 The wider context in which the decision is embedded also matters.

Let’s now look at each of these factors in greater detail…
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The social construction of the expert

How does someone become classified as an expert?

Two possibilities (not mutually exclusive):
1 One’s expert status derives from a particular set of intellectual

achievements, a past body of work, typically associated with a certain
theory or view.

2 One’s expert status derives from their affiliation with a research
group, think-tank, or subdiscipline.

(1) may affect individual interpretations of evidence.

(2) may induce ingroup-outgroup polarisation.
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Expert status as a disincentive to belief revision

When someone’s expert status derives from an established theoretical
view, contrary evidence will likely be creatively interpreted so as to not
undermine their expert status.

Consider the following quote from a senior technical staff member of the
IASB regarding the financial crisis:

Quote

“Prices go up and down all the time and people point at that and say,
‘markets are not efficient’. If you read the analysis of the financial crisis,
people say that the Efficient Markets Hypothesis is dead.”

9



Expert status as a disincentive to belief revision

When someone’s expert status derives from an established theoretical
view, contrary evidence will likely be creatively interpreted so as to not
undermine their expert status.

Contrast this with Eugene Fama on the financial crisis:

Quote

“I think it did quite well in this episode. Stock prices typically decline prior to
and in a state of recession. This was a particularly severe recession. Prices
started to decline in advance of when people recognized that it was a recession
and then continued to decline. There was nothing unusual about that. That was
exactly what you would expect if markets were efficient.”
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Expert status as a disincentive to belief revision

Two sub-groups on the IASB board held opposing views on a valuation
approach known as “fair value accounting” (FV).

▶ Interviewees describe the pro-FV group as “ideological” and
“monotheists’

▶ Known generally as “space cadets” (pro-FV) and “dinosaurs” (anti-FV)
▶ Three key FV advocates sat along one side of the board table and this

was jokingly referred to as “fair value alley”.

According to a senior technical staff member:
“There were some of the initial board members who were definitely drinking the
Kool-Aid on fair value, and believed that fair value was the answer. Whatever
your problem was, fair value was going to be the answer to it.” 11
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Group decisions as sequences of events

Many groups exist over an extended period of time and are responsible
for sequences of events.

In practice, this means that three axioms often invoked as natural
constraints on group decisions can be routinely violated (List and Pettit,
2002, 2011).

Collective rationality.
The aggregation function produces as output consistent and complete
group attitudes towards the propositions on the agenda.

12



Group decisions as sequences of events

Example. Violation of Collective Rationality by the IASB.

▶ The board is governed by a “conceptual framework” which provides a
definition of the concept of a “liability”.

▶ The IASB adopted IAS 39 in 2001 which defined “liability” in a way
inconsistent with the conceptual framework.

▶ Yet a proposed revision of IAS 37 was rejected, in part because it used
the same inconsistent definition.

▶ And the IASB did not attempt to revise IAS 39, despite knowing it was
incorrect.
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Group decisions as sequences of events

Example. Violation of Anonymity by the IASB.

One interviewee who observed a number of board meetings stated that
certain board members were dominant and highly influential:

Quote

“The people who are English native speakers definitely dominated the
conversations. And if you look to nationalities, it was two Americans who
clearly dominated the table […] Jim Leisenring and Mary Barth made sure
their agenda is reflected in what was done by the IASB.”

14



Group decisions as sequences of events | Violating Anonymity

Board members sometimes physically drafted the content of standards
for the staff. A former member of technical staff at the IASB stated:

“Mary and Tricia would come back with very detailed proposals
for me [. . . ] I think naturally when somebody gives you an
answer as opposed to a problem, you are more inclined to take
the one that gives you an answer.” (Interviewee-24)

These two fair value advocates on the board, Mary Barth and Tricia
O’Malley, thus set the agenda indirectly by producing specific technical
content for inclusion in the draft standard.
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Group decisions as sequences of events | Violating Systematicity

Sometimes external factors override epistemic reasons for decisions.

▶ An urgent need to complete the core standards by the IASC
(predecessor to the IASB) had a significant effect on the process by
which IAS 39 (1998) (on financial instruments), was developed.

▶ Rather than producing a new standard from scratch, the board
decided to save time by copying one produced by its US counterpart.

▶ According to a former IASC board member, the board spent very little
time deliberating on the detailed technical content and voted
through a standard, that was copied almost verbatim from the US.
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Group decisions as sequences of events | Violating Systematicity

The decision by the IASC board not to deliberate on the technical content
of the standard, thus demonstrates a failure of Systematicity.

Why? The standard was approved by the board largely for reasons other
than their attitudes on the individual parts of the proposal.
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Group decisions as sequences of events | Violating Systematicity

In addition, board members make strategic tradeoffs between projects.

Quotation from IASB board member about one project:
“The board was divided anyway and there were bigger fish and it wasn’t
worth using all the political capital”

‘Internal lobbying’ by key members of sub-groups could (and did) force
consensus.

Quotation from meeting observer:
“[Board Member A] more than anybody else, was a bully in the room -
clearly bullying everybody else in terms of opinion – very, very
aggressive. In a nicer way, [Board Member B] did the same thing.” 18
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Contextual determinants of choice

▶ It is often assumed that the only thing that matters to the outcome is
the problem under consideration and the information at hand which
pertains to it. (Recall Systematicity.)

▶ Yet often decisions need to be made with explicit consideration to the
likely reactions of key stakeholders, such that the epistemic accuracy
of the decision may be sacrificed in order to ensure their
endorsement.
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Contextual determinants of choice

▶ Cases exist where the IASB board (and its predecessor organisation,
the IASC) voted through financial reporting standards containing
technical content which they did not believe to be correct.

▶ Why? Because they believed that content would be acceptable to
important external stakeholders such as the US national standard
setting board (the Financial Accounting Standards Board) or
European Union regulators.

▶ Without the endorsement of these external groups, the standard
would not be adopted, thereby damaging the legitimacy of the expert
committee and potentially leading to an existential crisis.
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A proposal



Who cares about consistency, anonymity, and systematicity?

Group decision making in expert committees is often about maximisation
under constraints — “second-best” decision making.

Concerns about consistency, anonymity and systematicity address what
should happen under ideal conditions.

Most conditions in real life aren’t ideal.

Violations of these principles need to be weighed against the alternatives
of not making a decision at all.

What matters is how the violations occur.
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Internal vs. external transparency

Much discussion about group decision-making process focuses on the
virtues of transparency, to the greater community or society.

Quote

“The IFRS Foundation and its independent standard-setting body, the
IASB, provide public accountability through the transparency of their
work, the consultation with the full range of interested parties in the
standard-setting process, and their formal accountability links to the
public.”

Yet only members of the group are well-placed to judge when certain
violations of ideal process are warranted.
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Internal vs. external transparency

For second-best decision making, internal transparency matters more.

Group members need to be fully informed of what comprises with ideal
theory they are making, and why.

E.g., if a committee member does not vote independently (violating
Anonymity), it is important for the rest of the group to be aware of why it
was necessary.

We think group decision processes need to be flexible enough to give
scope to violations of certain ideal principles for good consequentialist
reasons.
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Reaching equilibrium between ideal and nonideal theory

Two possible routes:

Make the world more like the model.
▶ Greater control over the

initiation of projects.
▶ Secret voting.

Make the model more like the world.
▶ Allow the voting structure to

reflect experience (finance,
commodities, general
accounting)

▶ Recognise that the aim of
regulatory bodies is often to
reach agreement and
disseminate a result, rather than
to reach the “truth”.
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