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Abstract 

Because auditor ethicality is important in discouraging fraudulent or misleading financial 

reporting that may adversely affect various stakeholders, the accounting profession and 

regulators internationally are focusing on enhancing auditors’ Ethical Decision-Makings 

(EDMs). Prior research has demonstrated that auditors’ EDMs involve a cognitive process that 

is influenced by external factors such as the auditing standards, professional codes of (ethical) 

conduct, and the quality control policies of audit firms. However, more recent research has 

identified that auditors’ EDMs are influenced by individual factors, including the personality 

traits, and has called for further research to examine the impact of auditors’ personality on their 

ethical judgments and ethical behaviours. This thesis seeks to answer this call by identifying 

three important personality traits, namely scepticism (dispositional distrust), self-construal, and 

self-esteem, and examining whether those traits affect external auditors’ ethical judgments and 

ethical intentions in a situation of conflict with a client management. 

The thesis uses a survey questionnaire, completed by a sample of 58 auditing 

practitioners in Australia, to gather data on the auditors’ ethical judgments and intentions to act 

ethically in a situation of conflict with a client over a materiality assessment and financial report 

adjustment. The findings show that highly sceptical auditors are more likely to make ethical 

judgments and ethical intentions in the situation of auditor-client conflict. The study also 

provides evidence that auditors who have dominant independent self-construal are more likely 

to make ethical intentions in the situation of conflict. Although the study’s findings did not 

provide support for a significant effect of self-construal on auditors’ ethical judgments, 

additional analyses provided evidence that auditors with dominant independent self-construal 

demonstrate significantly high levels of ethical judgments in the conflict situation if they were, 

at the same time, high on scepticism. While findings did not provide support for a significant 

effect of self-esteem on auditors’ ethical judgments, the findings suggest that self-esteem is 

negatively related to auditors’ ethical intentions. However, it is argued in this study that a 

sufficient/accurate (but not high or low) level of self-esteem is likely to be more useful for 

auditors’ ethical decision-makings in a context of auditor-client conflict. 

These findings suggest, overall, that personality traits are potentially important factors 

promoting auditors’ ethically and professionally acceptable decision-making in conflict 

situations with audit client management. The findings provide insights for the auditing 

profession and audit firms in assessing and/or enhancing auditors’ ethical judgments and 

ethical behaviours from the perspective of the auditors’ personal qualities. 
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Chapter 1 Introduction 

1.1 Overview 

Corporate financial reporting is a public interest activity placing responsibilities and 

accountability on all participants involved. One critical participant is the external auditor, 

whose role is to provide users of financial reports with the confidence to trust that the financial 

information presented in those reports is correct and, therefore, to allow informed decisions to 

be made on that information. As stated by Hay, Stewart, and Botica Redmayne (2016, p. 3), 

the role of the external auditor is “to enhance the conformance aspect of corporate governance 

by providing assurance on compliance and accountability for an organisation”.  

Policymakers and researchers have increasingly recognised the importance of auditors’ 

ethical judgments and ethical decisions to the outcomes of audit provided. Many examples of 

fraudulent and/or deficient financial reporting have been attributed to compromised audit 

quality as a consequence of failure to act ethically by participants involved in the process of 

financial reporting, including external auditors (International Federation of Accountants 

(IFAC), 2003)1. Moreover, Auditors’ failure to exercise ethical decision-making, and to act 

independently, has been identified as one of the factors leading to a number of high-profile 

corporate collapses since the start of the 21st Century that has, in turn, led to major financial 

losses for investors and other corporate stakeholders (e.g., Hamilton & Micklethwait, 2006; 

Soltani, 2014).One notable example is the role of the, then, ‘Big Five’ audit firm, Arthur 

Andersen, in failing to detect and disclose the fraudulent management and reporting practices 

of the international energy firm, Enron, which led to the collapse of both Enron and Arthur 

Andersen. In Australia, the scandals behind the collapse of several major companies (e.g., 

OneTel, Harris Scarfe, HIH Insurance, ABC Learning and Dick Smith) have also been 

                                                 
1 Unethical behaviours in financial reporting includes (but are not limited to) auditors looking the other way, disguising transactions, 

withholding information, providing unbalanced advice, abuse of trust, and misusing insider information (IFAC, 2003, p. 15). 
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associated with perceived deficiencies by accountants and auditors in their exercise of diligence 

and integrity (Cohen & Martinov-Bennie, 2006; Martinov-Bennie & Mladenovic, 2015; 

Martinov‐Bennie, Cohen, & Simnett, 2011).  

The corporate collapses and their associated audit failures have led not only to economic 

losses for investors, but also to a loss of confidence by the investing public in the system of 

financial reporting and accountability (Lail, MacGregor, Marcum, & Stuebs, 2017), and to 

greater scrutiny on the accounting and auditing profession and its perceived ethical standards 

(Lail et al., 2017; Leung & Cooper, 2005; Martinov-Bennie & Pflugrath, 2009). 

At the regulatory level, the corporate scandals and collapses led to the declaration of the 

Sarbanes-Oxley Act of 2002 in the USA and the Corporate Law Economic Reform Program 

(Audit Reform and Corporate Disclosure) Act 2004 in Australia. Furthermore, the requirement 

for auditors to comply with fundamental ethical principles when exercising professional 

judgment and behaviour emerges many times in the International Standards on Auditing (ISA) 

with the objective of ensuring that auditors perform their duties with integrity and honesty and 

free from bias and financial temptation. Additionally, the Codes of Ethics for Professional 

Accountants, published by the International Ethics Standards Board for Accountants (IESBA) 

in 2005, establishes fundamental ethical principles for accounting and auditing practice, 

including integrity, objectivity, professional competence and due care, confidentiality, and 

professional behaviour.  

Increasing the legal liabilities of auditors by establishing ethical standards (i.e., codes of 

ethics) and regulatory reforms is a necessary response to accounting scandals and audit failures 

(Lail et al., 2017; Pflugrath, Martinov-Bennie, & Chen, 2007). Despite that, however, unethical 

practices by auditors continue to occur (Barrainkua & Espinosa-Pike, 2015; Espinosa-Pike & 

Barrainkua, 2016). This could be because auditing regulations are still not sufficient to mitigate 

auditors’ unethical behaviours and to improve auditors’ ideals, virtues, and social identities 
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(Alzola, 2017; Lail et al., 2017), or because sometimes the regulations lack comparability, 

consistency, and hence effectiveness (Hay, 2013; Toy & Hay, 2015). As a result, those 

regulations do not guarantee compliance by all auditors (Leung & Cooper, 2005) because 

auditors are individuals and differ in both competence (i.e., expertise) and character (i.e., 

personality) (Bebeau, 2002).  

Auditors are continually faced with intense conflict situations involving ethical 

dilemmas. An ethical dilemma in audit practice is described as a complex issue that requires 

an auditor to choose from two or more alternatives of judgments and behaviours that conflict 

with each other in terms of their ethicality (Espinosa-Pike & Barrainkua, 2016; Guiral, 

Rodgers, Ruiz, & Gonzalo, 2010; Leung & Cooper, 2005). For example, while auditors owe 

different duties to their clients and other stakeholders (such as investors, customers, and 

policymakers), auditors may perceive conflicts between these duties in terms of ethicality. 

Ethical dilemmas in auditing practice may arise from auditor-client conflicts which often relate 

to issues such as adjustment to the financial statements, the adequacy of disclosure in those 

statements, and the appropriateness of a client’s accounting policies (Patel, Harrison, & 

McKinnon, 2002). For example, an ethical dilemma for an auditor in practice may involve 

choosing between the alternatives of acceding to the representations of a client management 

without testing these representations or complying with auditing standards and codes of ethics 

by exercising scepticism and testing the reliability of the representations.  

Auditor-client conflicts have been identified as an important area of research into auditor 

ethicality because they lead to negotiation and bargaining (Beattie, Fearnley, & Brandt, 2004), 

the results of which depend on auditor ethicality and relative auditor-client power, and with 

consequences for auditing outcomes (Gul, Ng, & Wu Tong, 2003; Lin & Fraser, 2008; Patel et 

al., 2002). Resolutions of such conflicts, especially under the pressure of audit independence 
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threats or other constraints2, not only depend on the auditor’s technical expertise but also on 

the auditor’s individual qualities (including his/her personality traits) that engender or 

compromise the courage and strength to make ethically and professionally acceptable 

judgments and behaviours.  

The remainder of this chapter proceeds as follows. First, ethics and ethical decision-

makings are briefly discussed in the context of auditor accountability, followed by brief 

discussion of models and types of ethical decision-makings including the model of Rest (1986). 

Factors, both individual and non-individual, affecting auditors’ ethical decision-makings are 

then identified from the literature, leading to the focus of this thesis on the individual factor of 

auditors’ personality traits. The three personality traits of scepticism, self-construal and self-

esteem that are examined in this thesis are then discussed, and the motivation for the choice of 

these three traits is provided. 

1.2 Ethics and Auditors’ Accountability 

Ferrell, Gresham, and Fraedrichs (1989, p. 56) view ethics as “the study and philosophy 

of human conduct with an emphasis on the determination of right and wrong”. Ethics is also 

commonly referred to as the rules or standards that define the ‘just’ or ‘right’ in human conduct 

(Carlson, Kacmar, & Wadsworth, 2002; Ferrell et al., 1989). Robin and Reidenbach (1987, p. 

45) state that ethics in the business and professional contexts “requires that the organisation or 

individual behave in accordance with the carefully thought out rules of moral philosophy”. 

Although there is no universal definition of ethics, ethics may be considered as the bases or 

standards applied by individuals in their thoughts and actions and used by others for evaluating 

those actions. Ethical decision-making (EDM) is a process by which individuals use ethics to 

determine whether a certain act is right or wrong (Carlson et al., 2002). EDM is also referred 

                                                 
2 There are five audit independence threats that emerge from the auditor-client relationship: (1) self-interest threat; (2) self-review threat; (3) 

advocacy threat; (4) familiarity threat; and (5) intimidation threat (International Ethics Standards Board for Accountants (IESBA), 2010). 
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to as “decision-making in situations where ethical conflicts are present” (Cohen, Pant, & Sharp, 

2001, p. 321). 

Beu and Buckley (2001, p. 63) suggest that “ethics and accountability fit well together 

as both are methods of social control and should be studied together”. Accountability is 

complex in the auditing environment because, as noted previously, auditors might hold 

conflicting views because they are accountable to multiple stakeholders (e.g., clients, 

shareholders, regulators, the profession, and different levels of professional staff) (Cohen & 

Martinov-Bennie, 2006). Thus, it is important to study the considerations and dynamics of 

ethical decision-makings that may contribute to mitigating the complexity of auditors’ 

accountability. Prior research in the area of auditors’ ethical decision-makings has included 

research into models or types of ethical decision-makings and into factors that may improve or 

impair auditors’ ethical judgments and ethical behaviours, especially in complex and high-risk 

conflict situations. 

1.3 Ethical Decision-Making Model of Rest (1986) 

Lampe and Finn (1992) identified three types of EDMs models in auditing contexts: (1) 

professional code-implied models, (2) agency models, and (3) cognitive models. One often-

cited cognitive model of EDM in studies of business and accounting ethics is the one developed 

by Rest (1986). The model of Rest (1986), which is built upon the work of Kohlberg (1976), 

identifies four components that describe the cognitive processes of individuals’ EDM, namely 

(1) ethical sensitivity, (2) ethical judgment, (3) ethical intention, and (4) ethical behaviour. This 

model is shown in Figure 1. Prior accounting and auditing studies have determined this model 

to be an appropriate framework for studying auditors’ EDM (see, e.g., Cohen & Martinov-

Bennie, 2006; Coram, Glavovic, Juliana, & Woodliff, 2008; Johari, Mohd-Sanusi, & Chong, 

2017; Lampe & Finn, 1992). 
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Figure 1: The Four Components Ethical Decision-Making Model of Rest (1986) 

1. Ethical Sensitivity 

An individual’s recognition of an ethical dilemma and an ethical dimension in an issue. 

⇓ 
2. Ethical Judgment (what ought to be done) 

An individual’s evaluation or decision of what is ethically acceptable to do in response to an issue.  

⇓ 
3. Ethical Intention (what will be done) 

An individual’s self-reported likelihood (subjective probability) to behave ethically in response to 

an issue. 

⇓ 
4. Ethical Behaviour 

An individual’s execution of an ethically acceptable behaviour in response to an issue. 
 

This thesis focuses on two of the four components in Rest’s model, namely ethical 

judgment and ethical intention. According to Barnett, Bass, and Brown (1996, p. 1164), many 

models of EDMs suggest that ethical judgment and ethical intention are essential elements of 

individuals’ reasoning about ethical dilemmas. Ethical judgment subsumes ethical sensitivity 

because a person’s ability to judge which course of behaviour is acceptable ethically in 

response to a particular issue indicates his or her ethical sensitivity.  Additionally, ethical 

intention acts as a surrogate for ethical behaviour because cognitive consistency theory 

suggests that “individuals who are led to believe that they will behave in a given manner will, 

in fact, emit the expected behaviour thereby permitting them to perceive their world as 

consistent with their cognitive structures of reality” (Graf, 1971, p. 213). This is also 

compatible with the theory of reasoned action (Ajzen & Fishbein, 1980; Fishbein & Ajzen, 

1975) that posits that intentions are immediate antecedents to behaviours. Empirically, studies 

have demonstrated that intention can be used as an immediate precursor to behaviour (Detert, 

Trevino, & Sweitzer, 2008; Flory, Phillips, Reidenbach, & Robin, 1992; Johari et al., 2017). 

In a quasi-experimental auditing study, Johari et al. (2017) provide evidence of a positive 

and significant association between ethical sensitivity and ethical judgment, between ethical 

judgment and ethical intention, and between ethical intention and ethical behaviour. Other 
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accounting and auditing studies also provide empirical evidence of significant positive 

relationships between ethical judgments and ethical intentions (see, e.g., Chiu, 2002, 2003; 

Shafer, Morris, & Ketchand, 1999, 2001; Yang & Wu, 2009). However, Rest (1986) argues 

that each component in his model of the EDM process is conceptually distinct and that 

ethicality in one stage of the process does not always imply ethicality in another. That is, “a 

practitioner may be ethically sensitive, may make good ethical judgments and place a high 

priority on professional values; but if the practitioner wilts under pressure… then moral failure 

occurs because of a deficiency in character and competence” (Bebeau, 2002, p. 287). This 

indicates that other factors (individual and non-individual) play a major role in moderating the 

consistent structure of the cognitive process of EDM. 

1.4 Factors Affecting Auditors’ Ethical Decision-Makings 

Theories suggest that the cognitive process of EDM in Rest’s (1986) model is affected 

by individual and non-individual factors (e.g., Dubinsky & Loken, 1989; Ferrell & Gresham, 

1985; Hunt & Vitell, 1986; Jones, 1991; Trevino, 1986). Individual factors refer to human 

factors that distinguish individuals from each other such as mentality, personality, attitudes, 

values, knowledge, experience, and physical or biological aspects. Non-individual factors refer 

to external influences such as pressure from other people, situational factors (e.g., 

characteristics of the work or immediate job context), organizational factors (e.g., policies and 

internal controls in an organization) or environmental factors (e.g., government regulations and 

national culture and norms).  

For example, Trevino (1986) postulates that following recognition of an ethical issue 

(ethical sensitivity), the association between ethical judgment and ethical behaviour is 

mediated by individual factors (such as ego strength, field independence, and internal locus of 

control) and situational factors (such as immediate job context, organizational culture, and the 

characteristics of the work). The contingency model of EDM developed by Ferrell and 
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Gresham (1985) indicates that an individual’s EDM is influenced by individual factors (such 

as knowledge, attitudes, and values) and organizational factors (such as significant others and 

opportunity factors).  

The Issue-Contingent model of Jones (1991) strengthened the scope of Rest’s (1986) 

model by taking into account the characteristics of ethical dilemmas, suggesting that the 

cognitive process of EDM is issue-contingent. Corresponding with this model, Lampe and Finn 

(1992, p. 38) posit that auditors’ EDM can be described as “probabilistic, iterative, and 

situation-specific”. Jones (1991) also posits that ethical issues/situations differ in moral 

intensity and that individuals recognise and respond to such differences in a variety of ways3. 

In an empirical study, Coram et al. (2008) found that moral intensity factors vary with the 

characteristics of an ethical dilemma and that intentional ‘reduced audit quality behaviours’ 

(such as acceptance of weak client explanations) are perceived differently by auditors in term 

of moral intensity4. 

Empirical evidence from the management and accounting literature supports the view 

that both individual and non-individual factors are important determinants of ethical intentions, 

judgments, and behaviours (e.g., Arjoon, 2008; Johari et al., 2017). Prior research suggests that 

ethicality and the quality of auditors’ decision-makings are affected by personality traits such 

as scepticism (Quadackers, Groot, & Wright, 2014; Rose, 2007), ethical orientation (Johari et 

al., 2017), terminal and instrumental personal values (Karacaer, Gohar, Aygün, & Sayin, 2009), 

levels of need for approval and need for achievement (Malone & Roberts, 1996), and locus of 

control (Donnelly, Quirin, & Bryan, 2011; Tsui & Gul, 1996). Other empirical studies suggest 

that ethicality and the quality of auditors’ decision-makings are affected by non-individual 

                                                 
3 Jones (1991, p. 372) defined moral intensity as “a construct that captures the extent of issue-related moral imperative in a situation.” Jones 

(1991) classifies moral intensity into six components including (1) magnitude of consequences, (2) social consensus, (3) probability of 

effect, (4) temporal immediacy, (5) proximity, and (6) concentration of effect. 
4 Reduced audit quality behaviours can be described as “auditors’ failures to properly execute audit steps” or as “actions taken  by an auditor 

during an engagement which reduce evidence-gathering effectiveness inappropriately” (Malone & Roberts, 1996, p. 49). 
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factors such as the importance of audit clients (Blay, 2005; Johari et al., 2017), moral intensity 

of the situation on hand (Coram et al., 2008; Johari et al., 2017; Shafer et al., 2001), litigation 

risk and peer-review risk (Shafer et al., 1999), the presence of a code of ethics (Pflugrath et al., 

2007), pressure from the audit client (Espinosa-Pike & Barrainkua, 2016; Hatfield, Jackson, & 

Vandervelde, 2011), pressure from superiors in the audit firm (Espinosa-Pike & Barrainkua, 

2016), sceptical orientation and fraud likelihoods communicated by superiors in the audit firm 

(Harding & Trotman, 2017), ethical culture of audit firms (Sweeney, Arnold, & Pierce, 2010), 

and national culture (Bik & Hooghiemstra, 2017; Patel et al., 2002). 

1.5 Personality Traits and Auditors’ Ethical Decision-Makings  

This thesis focuses on the individual factors that may affect auditors’ EDMs, and 

specifically on the individual factor of personality traits. Personality traits are those 

characteristics of an individual’s personality that are relatively stable and enduring (Fleeson & 

Jayawickreme, 2015; Hurtt, 2010; Mischel, 2004). The importance of examining the effect of 

personality on auditors’ ethical judgments and ethical intentions is because although, as noted 

earlier, the presence of ethical standards, codes of ethics, and increased legal liabilities and 

regulatory reforms (i.e., non-individual factors) may go some way to improving the ethicality 

of auditors’ judgments and behaviours, it does not guarantee that all auditors will comply with 

those standards and codes and has been argued as insufficient to mitigate auditors’ unethical 

behaviour (e.g., Leung & Cooper, 2005; Alzola, 2017; Lail et al., 2017).  

Lail et al. (2017), for example, by analysing the accounting profession over time and 

reviewing the causes of recent accounting frauds, found that the combined influence of 

commercialism and legalism has led to a systemic decline in virtues, defined as “character traits 

that motivate individuals to perform the good, particularly the common good, and not to act 

simply out of self-interest” (Lail et al., 2017, p. 687). They argue that a result of this decline 

has been a decay in public trust in the accounting profession, and that virtuous professionalism, 
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defined as the “commitment to achieve not just the financial goals of client and/or provider but 

the flourishing or eudemonia of society itself” (Lail et al., 2017, p. 688), rather than 

occupational professionalism, is necessary for restoring financial reporting systems and the 

public servant identity of accounting professionals, including auditors.  

While unethical decisions in the auditing and accounting profession have been seen to 

occur in contexts of non-individual factors such as pressure from clients or superiors (Melé, 

Rosanas, & Fontrodona, 2017), individual qualities and personality traits distinguish whether, 

and which, auditors would engage in (un)ethical decision-makings in those contexts that, in 

themselves, discourage ethicality (Arjoon, 2008; Donnelly et al., 2011; Johari et al., 2017). 

Therefore, in dealing with situations that involve ethical dilemmas, such as auditor-client 

conflicts, auditors require personality traits and ‘virtues’ (in Lail et al.’s, 2017, terminology) 

that promote both their competence in identifying ethically acceptable decisions or actions 

(ethical judgments), and their willingness to make the ethically acceptable decisions or actions 

(ethical intentions and behaviours).  

Despite the importance of personality traits in affecting auditors’ EDMs, there has been 

relatively limited empirical research examining the association (Donnelly et al., 2011; Johari 

et al., 2017; Pan & Chris, 2017). Hence, the motivation for this study is to address this gap in 

the literature by examining empirically whether auditors’ ethical judgments and ethical 

intentions in the ethical dilemma of an auditor-client conflict situation are affected by three 

auditors’ relevant personality traits.  

The personality traits examined are scepticism, self-construal, and self-esteem. 

Scepticism, specifically professional scepticism, is defined in the International Standard on 

Auditing (ISA) 200 as “an attitude that includes a questioning mind, being alert to conditions 

which may indicate possible misstatement due to error or fraud, and a critical assessment of 

audit evidence” (International Auditing and Assurance Standards Board (IAASB), 2016a). It 
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has also been defined as the opposite of trust (Shaub & Lawrence, 1996), and as presumptive 

doubt (Nelson, 2009).  

Scepticism, as a (personality) trait, is the characteristic that enables auditors “to 

determine when the evidence does not ‘add up’ or the trait that allows auditors to exercise 

sceptical judgment” (Hurtt, Brown-Liburd, Earley, & Krishnamoorthy, 2013, p. 50). 

Scepticism, therefore, is a directly relevant personality trait to be examined for its effect on 

auditors’ EDMs, as it speaks directly to issues such as, for example, whether an auditor trusts 

and accepts, or challenges client management’s representations (e.g., Harding, Azim, Jidin, & 

Muir, 2016; Quadackers et al., 2014), and whether and how an auditor attends to aggressive 

reporting by client management (e.g., Rose, 2007). 

Self-construal is defined by Markus and Kitayama (1991, p. 226) as the belief of people 

“about the relationship between the self and others and, especially, the degree to which they 

see themselves as separate from others or as connected with others”. Self-construal is 

conceptualised as independent self-construal, described in terms of individuals’ perception of 

their uniqueness, individualism and autonomy, and their separateness from the social context; 

and interdependent self-construal, described in terms of individuals’ perception of themselves 

in relation to, and as an integral part of, the social context, and variously referred to as 

collectivism, allocentrism and relationalism (Markus & Kitayama, 1991, p. 227). Prior research 

has proposed that self-construal is likely to be associated with ethical judgment and ethical 

behaviour. Trevino (1986), for example, proposed that field-independent (i.e. independent self-

construal) managers exhibit more consistency between moral judgment and moral action than 

field-dependent (interdependent self-construal) managers.  

Self-esteem refers to the extent to which individuals hold positive views about 

themselves (Rosenberg, Schooler, Schoenbach, & Rosenberg, 1995). Psychological studies 

suggest that high self-esteem is associated with low levels of corrupt intentions (Liang et al., 
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2016), less dishonest behaviours (Graf, 1971) and low levels of criminal behaviours 

(Trzesniewski et al., 2006). These and other studies generally argue that people with high (low) 

self-esteem are more (less) likely to make ethical judgments and to exhibit ethical behaviour 

(Gentina, Shrum, Lowrey, Vitell, & Rose, 2016; Suar, Gochhayat, & Suar, 2016). 

The literature briefly discussed here, and which is discussed in further detail in chapter 2 

Literature Review and Hypotheses Development, generally associates the personality traits of 

scepticism, self-construal and self-esteem with EDMs. However, important to the motivation 

for this thesis is not only that empirical research into the association is generally limited, it is 

also, with respect to self-construal and self-esteem particularly, mixed. 

With respect to self-construal, some studies find that people who value independence, or 

who are representative of individualist cultures, are more likely to make ethical judgments and 

ethical decisions compared to those who value interdependence, or who are representative of a 

collectivist culture (see, e.g., Cohen, Pant, & Sharp, 1995; Karacaer et al., 2009; Patel et al., 

2002; Tsui & Windsor, 2001; Yamamura, Frakes, Sanders, & Ahn, 1996). By contrast, other 

studies have found that individuals with interdependent perceptions of self are more capable 

than those with independent perceptions of self in (i) making sceptical judgments (Ying & 

Patel, 2016), (ii) making ethical judgments and exhibiting ethical behaviours (Cojuharenco, 

Shteynberg, Gelfand, & Schminke, 2012; Hoyt & Price, 2015), and (iii) reacting strongly to 

perceived acts of injustice (Gollwitzer & Bücklein, 2007). 

With respect to self-esteem, there are very few studies that examine the impact of self-

esteem on auditors’ decision-makings. And among those few, there are mixed findings. Malone 

and Roberts (1996), for example, found no association between self-esteem and audit quality 

behaviours, while the results of McKnight and Wright (2011) suggested there was an 

association between auditors’ perceived self-confidence and their professional attitudes and 

behaviours. 



Mohammad © 

 13 

The literature on personality notes that personality traits are “situationally hedged, 

conditional, and interactive with the situations in which they were expressed” (Mischel, 2004, 

p. 5), implying that the possession of certain personality traits does not always promote ethical 

judgments and/or ethical intentions in every situation. Based on this premise, and the premise 

that the cognitive processes of auditors’ EDMs are situation-contingent (Cohen & Martinov-

Bennie, 2006; Curtis, Conover, & Chui, 2012; Lampe & Finn, 1992), this study examines the 

effect of the three personality traits of scepticism, self-construal and self-esteem in the specific 

situation of an auditor-client conflict. Figure 2 depicts the focus and scope of the study. 

Figure 2: Theoretical Framework 

 

As noted earlier, auditor-client conflicts have been identified as an important area of 

research into auditor ethicality (i) because they constitute a potentially intense ethical dilemma 

for auditors in that they typically provide forces that discourage ethicality and embody threats 

to auditor independence, and (ii) because they have major consequences for the outcomes of 

the audit process. As such, they provide the context for an important and potentially insightful 

examination of the effects of the personality traits on auditors’ EDMs. 

The study, therefore, will contribute to the literature by examining whether personality 

traits, specifically, scepticism, independent self-construal and self-esteem, are important in 

promoting auditors’ ethically and professionally acceptable decision-making in situations of 

conflict between auditors and client management. As such, the results will be important for 
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policymakers who, in their determination of standards and/or codes of ethics, may need to 

contemplate and seek to incorporate the personal qualities of auditors alongside non-individual 

characteristics of auditor-client relationships in assessing and/or enhancing ethical judgment 

and ethical behaviour. The results will also be important for professional accounting firms in 

their recruitment, development, and assignment policies and practices. 

1.6 Summary and Thesis Structure 

This chapter provides an overview of the importance of auditors’ ethicality and discusses 

the motivations behind investigating personality antecedents to auditors’ ethical decision-

makings. Likewise, this chapter states the scope and objective of the study and how it fills a 

gap in knowledge. Finally, this chapter introduces the theoretical background to the topic of 

the thesis and the theoretical framework of conducting the study.  

The thesis is structured as follows. Chapter 2 provides a review of the literature on the 

effect of the three personality traits on auditors’ ethical judgments and ethical intentions and 

develops hypotheses for each trait. Chapter 3 presents the research methods, including details 

of the online survey used to collect data from external auditing practitioners in Australia as 

participants, and the research instrument and measures. Chapter 4 provides the results, while 

chapter 5 presents the conclusions, contributions and limitations of the study together with 

avenues for future research. While the thesis defines terms as and when they are first 

encountered, Appendix B provides a reference list of the major terms used in the thesis and 

their definitions. 
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Chapter 2 Literature Review and Hypotheses Development 

2.1 Overview 

To recap, prior research provides limited evidence about the effect of personality traits 

on auditors’ ethical decision-makings (Donnelly et al., 2011; Johari et al., 2017; Pan & Chris, 

2017). To address this gap, this study uses Rest’s (1986) model which distinguishes between 

ethical judgments and ethical intentions, to examine whether these two components of ethical 

decision-making process are influenced by three personality traits of professional scepticism, 

self-construal or self-esteem in an auditor-client conflict situation. 

The remainder of the chapter is organised as follows. The concepts of ethical judgment 

and ethical intention are discussed first. Next, six hypotheses are developed to establish 

expectations about the impact of professional scepticism, self-construal and self-esteem on 

auditors’ ethical judgments and ethical intentions.  

2.2 Ethical Judgment 

Professional judgment is defined as the capacity to apply knowledge, training and 

experience, including compliance with international accounting, auditing and ethical standards, 

to make informed decisions in the context of performing an audit engagement (IAASB, 2016a). 

Professional judgment is viewed as consisting of two components, being technically correct 

and ethically ‘good’ (Thorne & Hartwick, 2001, p. 341). The focus of this thesis is ethical 

judgment. 

While the ethical decision-making (EDM) literature recognises ethical judgment as an 

important stage of the process of making an ethical decision, there is no universally accepted 

definition of ethical judgment (Sparks & Pan, 2010). For example, ethical judgment is defined 

as a ‘belief’ (Hunt & Vitell, 1986), a ‘personal evaluation’ (Sparks and Pan, 2010), a 

‘psychological process’ (Rest, 1986) and a ‘prescriptive reasoning’ (Thorne, 2000) through 

which individuals decide what is ethically acceptable. This study follows the approach of Rest 
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(1986) and considers ethical judgment to be a cognitive process, the outcome of which is to 

decide whether a course of action in response to a conflict is ethical or unethical. For example, 

if an individual evaluates an accounting fraud as highly unethical, he or she has made a highly 

ethical judgment, whereas if a person evaluates an accounting fraud as highly ethical, then 

he/she has made a highly unethical judgment.  

2.3 Ethical Intention 

Once a person has made an ethical judgment, he/she must decide what to do, i.e., establish 

an ethical intention, which is their (subjective) likelihood of behaving ethically (Jones, 1991; 

Rest, 1986). The ethical intention stage involves deliberative reasoning, i.e., considering the 

consequences of ethical behaviour (Thorne, 2000). This is especially important in auditing 

because the outcomes of unethical behaviour impact the public (Cohen & Martinov-Bennie, 

2006). Practically, auditors are comparing the outcomes of non-ethical choices (e.g., retaining 

clients, earning audit fee revenue) versus ethical choices (e.g., maintaining integrity, remaining 

independent, considering the impact on the public such as financial losses) (Cohen & Martinov-

Bennie, 2006). 

2.4 Effect of Scepticism on Auditors’ Ethical Judgments and Ethical Intentions 

Auditors are often criticised by regulators for being too trusting. For example, inspection 

reports of the Australian Securities and Investment Commission (ASIC) (ASIC, 2014), the 

United States (US) Public Company Accounting Oversight Board (PCAOB) (PCAOB, 2013) 

and the United Kingdom (UK) Financial Reporting Council (FRC) (FRC, 2014) , have all 

emphasized the need for auditors to challenge, i.e., be sceptical of, rather than accept or trust 

(Shaub & Lawrence, 1996), management representations by collecting sufficient appropriate 

audit evidence to support the assertions underlying the financial statements (Harding et al., 

2016; Quadackers et al., 2014). Empirical evidence supports this position showing that 

excessive trust in the client may impair the ability of the auditor to remain sceptical (Kerler & 
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Killough, 2009). For example, the more the auditor trusts the client, the greater the likelihood 

of supporting the preferred accounting policies of management (Kerler & Brandon, 2010) 

including believing that the financial statements are less likely to contain fraud (Kerler & 

Killough, 2009). 

Scepticism is “a multi-dimensional individual characteristic [that] can be both a trait (a 

relatively stable, enduring aspect of an individual) and a state (a temporary condition aroused 

by situational variables)” (Hurtt, 2010, p. 150). Empirical research has predominately focused 

on scepticism as a trait, finding that sceptical auditors are better able to identify when the audit 

evidence does not make sense (Hurtt et al., 2013; Nelson, 2009). For example, a sceptical 

auditor will be more likely to view the behaviour of client management as unethical and less 

likely to view earnings management as a ‘normal’ part of the process of preparing the financial 

statements (Farag & Elias, 2012). Therefore, it is plausible that an auditors’ scepticism may be 

viewed as constituting ethical behaviour because, according to Reidenbach and Robin (1990), 

evaluating the ethicality of someone’s behaviour is, itself, a function of ethical judgment. 

The International Standard on Auditing (ISA) 200 views an auditor’s professional 

scepticism (PS) as maintaining a critical attitude when evaluating audit evidence, keeping in 

mind the potential for misstatements due to fraud or error. An alternative definition of PS, used 

in this study, is presumptive doubt (distrust), i.e., dispositional distrust, which is the general 

expectation that the verbal or written promise of an individual or group is unreliable (Rotter, 

1967). Dispositional distrust is unique for each individual, meaning that some individuals are 

inherently more or less inclined to trust others (Rose, 2007). Auditors who have high levels of 

dispositional trust are better able to detect aggressive and/or biased financial (Jamal & Tan, 

2010), for example, inappropriate revenue recognition aiming at improving profit for a client 

(Rose, 2007). 

In terms of understanding PS, the literature is dominated by two perspectives, being (1) 
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Neutrality (see, e.g., Hurtt, 2010) and (2) Presumptive Doubt (see, e.g., Nelson, 2009; Shaub 

& Lawrence, 1996). According to the neutrality perspective, auditors neither trust (a positive 

belief) or distrust (a negative belief) the assertions made by client management (Cushing 

(Cushing, 2000; Quadackers et al., 2014). According to the presumptive doubt perspective, 

auditors assume dishonesty or fraudulent reporting by a client management unless evidence 

indicates otherwise (Quadackers et al., 2014; Harding et al., 2016). For example, auditing 

standard ISA 240 requires auditors to suspect that the financial statements contain fraud until 

they have gathered sufficient appropriate audit evidence to prove that there are unlikely to be 

misstatements due to fraud. This auditing standard implicitly requires auditors to distrust audit 

client management (Harding et al., 2016). 

Dispositional distrust reflects the presumptive doubt perspective of professional 

scepticism (PS) (Quadackers et al., 2014; Rose, 2007).) Under this perspective, for example, 

the auditor would focus on obtaining and evaluating enough audit evidence to be satisfied that 

there are no misstatements (due to fraud or error) in the financial report (IAASB, 2012).  

Consistent with prior research, the auditing standards are shifting from the neutrality 

perspective of PS toward the presumptive doubt perspective (Harding et al., 2016). For 

example, Quadackers et al. (2014) found that when a client’s risk is high (i.e. there is a weak 

control environment), the presumptive doubt perspective of PS is necessary to ensure the 

validity of professional judgments and behaviours. 

Therefore, on the basis of prior research, this study assumes the presumptive doubt 

approach of scepticism by arguing that auditors with high levels of scepticism (dispositional 

distrust) are more likely to resolve conflict with a client management by using ethical 

judgments and ethical intentions. Hence the hypotheses are presented in the directional form 

as follows: 
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H1: In an auditor-client conflict situation, auditors with high levels of scepticism are likely to 

demonstrate higher levels of ethical judgments than auditors with low levels of scepticism. 

H2: In an auditor-client conflict situation, auditors with high levels of scepticism are likely to 

demonstrate higher levels of ethical intentions than auditors with low levels of scepticism. 

2.5 Effect of Self-Construal on Auditors’ Ethical Judgments and Ethical 

Intentions 

Self-construal is the combination of thoughts, beliefs, feelings and behaviours about the 

‘self’ and about the relation of the self to others, i.e., as independent from, or as connected to 

(i.e., interdependent with) others (Markus & Kitayama, 1991; Singelis, 1994). Self-construal 

influences core psychological processes such as cognition, emotion, motivation, and judgment 

and, therefore, contributes to behavioural regulation (Cross, Hardin, & Gercek-Swing, 2011).  

Independent self-construal is defined as a bounded, unitary and stable self that emphasises (a) 

internal abilities, thoughts and feelings; (b) being unique; (c) promoting one ‘s own goals; and 

(d) being direct in communications (Singelis, 1994)5. Interdependent self-construal refers to a 

‘self’ that emphasises external abilities, thoughts, feelings, goals, belonging in groups and 

communicating indirectly, e.g., non-verbally (Singelis, 1994)6.  

Independent and interdependent self-construal are the personality trait equivalent of the 

national culture constructs of individualism, i.e., prioritising personal goals, and collectivism, 

i.e., focusing on group objectives respectively (Bik & Hooghiemstra, 2017; Markus & 

Kitayama, 1991; Patel et al., 2002; Singelis, 1994; Triandis, 1989). Self-construal has been 

argued to be an accurate reflection of cultural differences between countries because the unique 

beliefs of national cultures are internalised and therefore observable in the behaviours of 

individual people (Markus and Kitayama (1991). However, other research evidence suggests 

                                                 
5 Independent self-construal also means autonomous, individualist, separate, egocentric and self-contained (Markus & Kitayama, 1991).  
6 Interdependent self-construal is also referred to as relational, connected, sociocentric and collective (Markus & Kitayama, 1991). 



Mohammad © 

 20 

that individuals vary in self-construal even within one cultural context (e.g., Gollwitzer & 

Bücklein, 2007; Hoyt & Price, 2015; Prooijen & Bos, 2009), and that both independent and 

interdependent construal of self may coexist in an individual (Singelis, Bond, Sharkey, & Yiu 

Lai, 1999) but that the domination of one is situation specific (Hannover & Kuhnen, 2004). 

For example, the self-construal (independent or interdependent) presented during a work 

conflict is likely different than during a social conflict. 

Prior research is mixed in relation to the impact of self-construal on ethical decision-

making. Some studies provide evidence that individuals who value independence are better 

able to reason ethically than those who value interdependence (Cohen et al., 1995; Karacaer et 

al., 2009; Patel et al., 2002; Tsui, 1996; Tsui & Windsor, 2001; Yamamura et al., 1996). 

However, other research provides evidence that individuals who value interdependence react 

strongly to perceived community injustice (Gollwitzer & Bücklein, 2007), demonstrate 

concerns for social obligations and norms (Prooijen & Bos, 2009), make ethical judgments and 

exhibit ethical behaviours (Cojuharenco et al., 2012; Hoyt & Price, 2015), and make more 

sceptical judgments (Ying & Patel, 2016). 

Despite the mixed results from prior studies, the weight of evidence from that research 

indicates that auditors who are dominant independent (i.e., who value individualism) are more 

likely than those who are dominant interdependent (who value collectivism) to resolve (or 

accept resolving) auditor-client conflicts ethically because the latter are more vulnerable to the 

influence of others (who might be unethical) and more likely engage in unethical behaviours 

when the well-being of a close other is at stake (Bauer, 2015; Bik & Hooghiemstra, 2017; 

Cohen et al., 1995; Gino, Ayal, & Ariely, 2009; Herda & Lavelle, 2015; Karacaer et al., 2009; 

Patel et al., 2002; Tsui, 1996; Tsui & Windsor, 2001; Wiltermuth, 2011; Yamamura et al., 

1996). Therefore, the hypotheses are stated in the directional form as follows:  
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H3: In an auditor-client conflict situation, auditors with dominant independent self-construal 

are likely to demonstrate higher levels of ethical judgments than auditors with dominant 

interdependent self-construal. 

H4: In an auditor-client conflict situation, auditors with dominant independent self-construal 

are likely to demonstrate higher levels of ethical intentions than auditors with dominant 

interdependent self-construal. 

2.6 Effect of Self-Esteem on Auditors’ Ethical Judgments and Ethical Intentions 

Gecas (1982) argues that there are two predominant dimensions of self-esteem, namely 

(1) the sense of competence, power, or efficacy and (2) the sense of virtue or moral worth. The 

competence dimension (efficiency-based self-esteem) refers to the degree to which people see 

themselves as capable and efficacious, while the worth dimension (worth-based self-esteem) 

refers to the degree to which individuals feel they are persons of value (Cast & Burke, 2002). 

In this study, self-esteem is referred to as the extent to which individuals hold positive views 

about themselves, whether these views are based on competence/efficiency or based on worth 

(Rosenberg, 1965; Rosenberg et al., 1995). Self-esteem goes by a variety of terms such as self-

respect, self-confidence, self-worth, self-acceptance, self-satisfaction, self-ideal or a sense of 

competence (Tharenou, 1979). Self-esteem is considered a universal and fundamental human 

need (Maslow, 1970). 

The auditing standards do not mention self-esteem. However, sufficient self-esteem is 

critically important for auditors to maintain their professional scepticism (Yankova, 2015) 

which involves trusting their conclusions rather than being persuaded by management to 

resolve conflicts in favour of the client (Hurtt, 2010). 

Empirical auditing studies that examine the impact of self-esteem on decision-making 

and job performance are scarce and show mixed results. For example, Malone and Roberts 

(1996) found no evidence that auditors with high self-esteem engage in less reduced audit 
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quality behaviours (e.g., signing off required audit steps, accepting clients’ weak explanations 

due to pressure of tight time-budgets, failing to seek professional guidance when facing 

complex technical accounting and auditing issues, and signing audit reports before sufficient 

evidence is collected). In contrast, McKnight and Wright (2011) (2011) found that auditors’ 

perceived self-confidence was critical to the effective conduct of the audit and to the auditor’s 

job performance.  

Empirical research from the psychology and business management literature provides 

substantial evidence that an individuals’ reactions to life and work experiences vary with their 

levels of self-esteem. The psychology literature argues that individuals with low self-esteem 

believe that they cannot excel and accomplish self-validation goals (or compensate for the 

shortage in their self-esteem) unless they behave unethically (e.g., Crocker, 2002; Crocker & 

Park, 2004; Graf, 1971; Liang et al., 2016). In contrast, individuals with high-self-esteem are 

better able to regulate emotions, respond to criticism, manage traumatic and stressful events, 

resolve conflicts including proposing practical solutions to problems, and develop healthy 

interpersonal relationships (Pyszczynski, Greenberg, Solomon, Arndt, & Schimel, 2004; 

Tharenou, 1979). 

Further, high self-esteem individuals are less likely to behave dishonestly (Graf, 1971), 

aggressively (Donnellan, Trzesniewski, Robins, Moffitt, & Caspi, 2005), and defiantly at work 

(e.g., take excessive sick days) (Avey, Palanski, & Walumbwa, 2011; Ferris, Brown, Lian, & 

Keeping, 2009; Suar et al., 2016). They are also less likely to behave materialistically, 

including being less likely to be involved with corrupt (Liang et al., 2016) and criminal 

behaviours such as property theft, robbery, court-order violations, drugs trafficking, common 

assault, and molestation (Trzesniewski et al., 2006). 

To conclude, prior research indicates that individuals with high self-esteem are more 

likely to make ethical judgments (Gentina et al., 2016), have ethical intentions (Liang et al., 
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2016), and behave ethically (Avey et al., 2011; Graf, 1971; Suar et al., 2016; Trzesniewski et 

al., 2006). Hence, the hypotheses are stated in the directional form as follows: 

H5: In an auditor-client conflict situation, auditors with high levels of self-esteem are likely to 

demonstrate higher levels of ethical judgments than auditors with low levels of self-esteem. 

H6: In an auditor-client conflict situation, auditors with high levels of self-esteem are likely to 

demonstrate higher levels of ethical intentions than auditors with low levels of self-esteem. 

2.7 Summary 

The purpose of this chapter was to present a review of the ethical decision-making 

literature and develop the hypotheses. The concepts of ethical judgment and ethical intention 

(the dependent variables) were discussed first. Next, six hypotheses were developed to 

establish expectations about the impact of scepticism, self-construal and self-esteem on 

auditors’ ethical judgments and ethical intentions. A summary of the expectations is provided 

in Figure 3, depicting that auditors with high levels of scepticism, dominant independent self-

construal, or high levels of self-esteem are likely to make ethical judgments and have ethical 

intentions. The research methods used in the study are discussed next in chapter 3.  

Figure 3: Hypotheses Framework 
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Chapter 3 Research Methods 

3.1 Overview 

This chapter presents the research methods used to collect and analyse data to test the 

hypotheses developed in chapter 2. The chapter first discusses data collection and sample size. 

Second, the auditor-client conflict scenario to measure ethical judgment and ethical intention 

is explained. Next, the chapter discusses the instruments used to measure the three personality 

variables of scepticism, self-construal and self-esteem. Finally, the instruments’ psychometric 

properties of validity and reliability are reviewed. 

3.2 Data Collection 

Data were collected using an online-based survey questionnaire, developed through 

Qualtrics’ online survey platform and administered to a sample of external auditing 

practitioners in Australia. The survey collected data to measure the three independent 

personality variables of scepticism, self-construal and self-esteem, the dependent variables of 

ethical judgment and ethical intention and demographic information about the respondents. 

To ensure the appropriateness and relevance of the measurement instrument to the 

sampled participants, the survey was pilot-tested and reviewed by five accounting academics 

with experience in both survey design and auditing research and practice. Based on feedback 

from the reviewers, minor changes were made to one instrument (the scale measuring self-

construal) to make the wording more relevant to the practitioner auditing participants. The 

survey questionnaire is shown in Appendix C of the thesis. 

3.3 Participants and Sample Size 

The participants in the study are a sample of external auditing practitioners in Australia. 

The participants were identified through publicly accessible data, namely the list of chartered 

accountants in Australia from the website of Chartered Accountants Australia and New 

Zealand (CAANZ) and the list of auditors registered with Australian Securities and 
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Investments Commission (ASIC) from the website of ASIC Connect. Email addresses were 

obtained for 276 Chartered Accountants (CAs) as members of CAANZ and 245 auditors 

registered by ASIC. The study used a convenience sampling approach, i.e., respondents who 

are readily available and accessible were used as participants in the study (Leedy & Ormrod, 

2015). The approach is justified by Smith (2003) who notes that convenience sampling is used 

in much accounting empirical research and has been used in prior accounting and ethical 

judgment studies (see, e.g., Driskill, 2016; Emerson, Conroy, & Stanley, 2007; Endrawes, 

2010; Yang & Wu, 2009).  

Consequently, the survey was emailed to 521 potential respondents. The survey was 

completed by 58 participants, which represents a response rate of 11%. Although one 

respondent did not complete the demographic questions, all data analyses were conducted on 

58 respondents. While this response rate is low, it is consistent with Smith’s (2003) contention 

that response rates less than 25% are common in survey research in accounting, and Shih and 

Fan (2008) who provide evidence that online-based survey administration modes have lower 

response rates than hard mail surveys by 10% on average. Lower response rates for online 

relative to hard copy mail surveys are also noted by other researchers (see, e.g., Dillman, 

Smyth, & Christian, 2009; Lin & Ryzin, 2012; Nulty, 2008). Table 1 presents the demographic 

data of the participants (All tables are shown in Appendix A to the thesis). 

INSERT TABLE 1 ABOUT HERE 

Table 1 shows that most of the participants are between the ages of 35 and 65 and the 

great majority (all but nine) are male. Fifty-six (98%) of the participants have more than six 

years of audit experience, and 40 (70%) are partners in their firms, while a further six are audit 

managers. The demographic data suggest that most of the participants in the study are 

experienced and at relatively senior level. 
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3.4 Auditor-Client Conflict Scenario 

An auditor-client conflict scenario was used to measure ethical judgment and ethical 

intention. The scenario approach is used because it provides a realistic professional accounting 

context, i.e., a conflict with a client regarding the materiality of misstatements (Lampe & Finn, 

1992; Patel et al., 2002; Reidenbach & Robin, 1990; Tyson, 1990). Such conflict is a subjective 

part of auditors’ decision-makings (Audsabumrungrat, Pornupatham, & Hun-Tong, 2016; 

DeZoort, Harrison, & Taylor, 2006; IAASB, 2016c) and causes contentious ethical dilemmas 

with clients (Bergner, Peffer, & Ramsay, 2016; Hatfield et al., 2011; Hatfield & Mullis, 2015; 

Shafer et al., 2001) because of the propensity for clients to abuse materiality assessments in 

order to manage earnings (Legoria, Melendrez, & Reynolds, 2013). 

The scenario is based on the one developed by Knapp (1985) and has been extensively 

used in subsequent studies of professional accountants’ and auditors’ ethical judgments and 

ethical reasoning (see, e.g., Gul et al., 2003; Patel et al., 2002; Tsui & Gul, 1996). Shown as 

Part 1 of the survey questionnaire in Appendix C, the scenario describes an auditor-client 

conflict between the external auditor-in-charge of Jackson Manufacturing Ltd and Jackson’s 

Chief Financial Officer (CFO) over the materiality of specific unrecorded liabilities that have 

been discovered during the audit. The conflict in the scenario arises because the auditor-in-

charge feels that the total amount of the unrecorded liability is material, while Jackson’s CFO 

argues that the amount is immaterial. The scenario also describes the client as being 

economically significant to the audit firm in terms of its contribution to total audit revenue and 

in a market of strong competition from other audit firms. The scenario concludes by stating 

that the auditor-in-charge eventually decides to ignore the unrecorded liabilities for both the 

financial statement and the audit report. 
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3.5 Ethical Judgment 

This study follows the ethical judgment measurement used by Patel et al. (2002), i.e., the 

eight-item Multidimensional Ethics Scale (MES) of Reidenbach and Robin (1988, 1990). The 

MES is based on three dimensions of ethical philosophies of (1) Moral Equity, (2) Relativism 

and (3) Contractualism, which encompass critical social survival goals such as greatest good, 

justice, duty, consequence, fairness and contract (Reidenbach and Robin, 1990). The MES has 

been tested for validity and reliability and has been widely used in prior studies for evaluating 

perceptions of ethical content of business and accounting activities (Cohen, Pant, & Sharp, 

1993, 1996; Flory et al., 1992; McMahon & Harvey, 2007a, 2007b; Pan & Sparks, 2012; Patel, 

2007; Patel et al., 2002; Schepers, 2003)7. The MES is shown as Q1 in Part 1 of the survey 

questionnaire in Appendix C. 

3.6 Ethical Intention 

Consistent with the approach used in prior research (Cohen et al., 1993, 1995, 1996, 

1998; Patel, 2007; Patel et al., 2002), ethical intention was measured in this study by asking 

participants the following question: “If you were responsible for making the decision in the 

case (scenario), what is the probability that you would make the same decision (as the auditor-

in-charge)?” Responses were scored by using a 7-point Likert-type scale with anchors of 

(Highly Probable = 1 and 7 = Highly Improbable). If a participant chose number 7, this 

indicates that he or she has signalled a highly ethical intention. However, if a participant chose 

number 1, this indicates that he or she has signalled a highly unethical intention. 

3.7 Scepticism 

Rotter’s Interpersonal Trust (RIT) scale Rotter (1967) is used to measure auditors’ 

scepticism (dispositional distrust). The RIT scale focuses on an individual’s extent of trust or 

distrust in others; “that is, if one has a tendency of distrust (scepticism), there is a presumption 

                                                 
7 See Patel (2007) and Patel et al., (2002), for a thorough review of the MES. 
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of dishonesty unless evidence indicates otherwise” (Quadackers et al., 2014, p. 646). The RIT 

scale has been found to have high construct validity and reliability and is widely used and 

accepted in non-auditing research (Crowe et al., 2017; Hoell, 2004; Johnson-George & Swap, 

1982; Kantsperger & Kunz, 2010; Rotter, 1967; Stack, 1978; Toma, 2010; Webb & Worchel, 

1986). In audit research, Quadackers et al. (2014) found the RIT scale to be a better predictor 

of desired auditor sceptical judgment than Hurtt’s (2010) Professional Scepticism Scale 

(HPSS). Quadackers et al. (2014) reported that, in non-auditing studies, the RIT scale has been 

associated strongly with actual behaviours more than other interpersonal trust scales, such as 

the trustworthiness component of Wrightsman’s (1964, 1974) Philosophies of Human Nature 

Scale. According to Quadackers et al. (2014), prior auditing studies using trust scales other 

than RIT have not reported consistent results. 

The RIT scale consists of 25 statements scored on a 5-point, Likert-type scale. 

Participants were asked to indicate the extent to which they agreed or disagreed with each of 

the 25 statements in the scale. In order to correctly measure auditors’ distrust (rather than trust), 

the scoring of some statements in the scale was reversed. Consequently, 13 statements which 

signify distrust were scored on a 5-point, Likert-type scale with anchors of (Strongly Disagree 

= 1 and 5 = Strongly Agree). Examples of these statements are: “One is better off being cautious 

when dealing with strangers until they have provided evidence that they are trustworthy”; and 

“In these competitive times one has to be alert, or someone is likely to take advantage of you”. 

The remaining 12 statements, which signify trust, were reverse-scored to represent a 5-point, 

Likert-type scale with anchors of (Strongly Agree = 1 and 5 = Strongly Disagree). Examples 

of these statements are: “Most experts can be relied upon, to tell the truth about the limits of 

their knowledge”; and “In these competitive times one has to be alert, or someone is likely to 

take advantage of you”. All 25 items are shown in the survey question in Appendix C in Part 

2 Section 2. A high score in the RIT suggests a high level of dispositional distrust or scepticism. 
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For the purpose of data analysis, the study followed the method of Toma (2010) and used 

the median to re-code the continuous scepticism variable into a categorical variable comprising 

of high and low self-esteem, i.e., participants who scored less than the median in the trust scale 

were categorised as having a low level of scepticism while respondents above the median were 

categorised as having a high level of scepticism. 

3.8 Self-Construal 

The Self-Construal Scale (SCS) developed by Singelis (1994) is used in this study to 

measure whether auditors perceive themselves as independent from others or as interdependent 

with others. Although it is theoretically argued that the aspects of independent and 

interdependent self-construals can co-exist in an individual (i.e., an individual may demonstrate 

an independent self in some social and group contexts and an interdependent self in others) 

(Singelis, 1994), one of the two self-construals consistently dominates an individual’s 

thoughts, feelings, and behaviours (Hannover & Kuhnen, 2004). Therefore, this study 

compares those who have dominant independent self-construal with those who have dominant 

interdependent self-construal for the effect of self-construal on ethical judgments and ethical 

intentions. The SCS was the first and is the most common measure of self-construal Cross et 

al. (2011). It has been tested for validity and reliability and has been extensively used in prior 

research (Hsu, 2002; Milyavskaya, Reoch, Koestner, & Losier, 2010; van Horen, Pöhlmann, 

Koeppen, & Hannover, 2008; Ying & Patel, 2016).   

The self-construal scale (shown as Section 3 in Part 2 of the questionnaire in Appendix 

C) contains 24 statements (12 statements for each of the independent and the interdependent 

subscales) and is scored using a 7-point, Likert-type scale with anchors of (Strongly Disagree 

= 1 and 7 = Strongly Agree). Participants were asked to indicate the extent to which they agreed 

or disagreed with each of the 24 statements in the scale. An example of the independent 

subscale statements is: “I act the same way no matter who I am with”. An example of the 



Mohammad © 

 30 

interdependent subscale statements is: “It is important for me to maintain harmony within my 

group”. Since the original SCS was developed and tested by Singelis (1994) among 

undergraduate university students, three statements in the scale were slightly rephrased to make 

them more suitable for the identified participants in this present study. The rephrased 

statements are: “I would offer my seat in a bus to my boss” (professor, in the original university 

context); “Speaking up during a meeting (previously, class) is not a problem for me”; and “I 

am the same person at home that I am at work (previously, university)”. 

To analyse the data, the continuous self-construal scale was re-coded into ‘dominant’ 

independent and interdependent using a computation rule consistent with prior research 

(Hannover, Birkner, & Pöhlmann, 2006; Pöhlmann, Carranza, Hannover, & Iyengar, 2007; van 

Horen et al., 2008). The first step was to z-standardize the two subscales of self-construal. Next, 

for each participant, the z-scores on the interdependent subscale were subtracted from the 

independent subscale. Respondents with a positive score were categorised as ‘dominant 

independent’ whilst those with a negative score were categorised as ‘dominant interdependent’. 

3.9 Self-Esteem 

To measure participants’ self-esteem, Rosenberg’s Self-Esteem Scale (Rosenberg, 1965) 

is used in this study. This scale was originally designed to measure adolescents’ global feelings 

of self-worth or self-acceptance (Robinson, Shaver, & Wrightsman, 1991). It captures 

participants’ overall positive and negative feelings about themselves. The Rosenberg Self-

Esteem Scale is one of the most widely used measures of self-esteem with satisfactory 

psychometric properties and has been tested for validity and reliability in prior research 

(Blascovich & Tomaka, 1991; Neff, Pisitsungkagarn, & Hsieh, 2008; Robins, Hendin, & 

Trzesniewski, 2001). 

The scale (shown as Section 1 in Part 2 of the questionnaire in Appendix C) consists of 

10 statements and uses a 4-point, Likert-type scale. Participants were asked to indicate the 
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extent to which they agreed or disagreed with each of the 10 statements in the scale. Five of 

the statements in the scale, which signify high self-esteem, were scored with anchors of 

(Strongly Disagree = 1 and 4 = Strongly Agree). One example of those statements is: “I feel 

that I’m a person of worth”. The remaining five statements in the scale, which signify low self-

esteem, were reverse-scored to represent anchors of (Strongly Agree = 1 and 4 = Strongly 

Disagree). One example of those statements is: “I certainly feel useless at times”. A high score 

on the scale suggests a high level of self-esteem whereas a low score suggests a low level of 

self-esteem. 

To perform the data analysis, following Wray and Stone (2005), the self-esteem variable 

was categorised into high and low based on the median score, i.e.  respondents who scored less 

than the median were classified as having low level of self-esteem while participants above the 

mean were categorised as having high self-esteem. 

3.10 Reliability 

Table 2 presents the internal consistency coefficients (Cronbach’s alpha) for all variables 

measured in this study and compares them with examples of the prior use of the variables in 

studies of professional accountants’ and auditors’ ethical decision-makings. Table 2 shows that 

all alpha coefficients are 0.69 and above, indicating the acceptable reliability of the scales 

(Clark & Watson, 1995; Nunnally, 1975).  

INSERT TABLE 2 ABOUT HERE 

3.11 Summary 

This chapter described the research methods used to conduct this study including the data 

collection tool. The auditor-client conflict scenario was described followed by a discussion of 

the instruments used to measure the two dependent variables and the three independent 

variables. Finally, the instruments’ reliability properties relative to prior research were 

outlined. The results of the data analysis and hypotheses tests are presented next in chapter 4. 
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Chapter 4 Results 

4.1 Overview 

This chapter presents the results of the study. Section 4.2 presents the descriptive 

statistics, and the results of preliminary analyses are outlined in Section 4.3. Finally, the 

hypotheses tests are reported in Section 4.4.  

4.2 Descriptive Statistics 

Table 3 presents the descriptive statistics regarding the independent variables of 

scepticism, self-construal and self-esteem. 

INSERT TABLE 3 ABOUT HERE 

It can be seen from table 3 that auditors differ with regard to scepticism, t (56) = 10.45, 

p = 0.000, two-tailed, with some auditors having high levels of scepticism (M = 86.30, SD = 

3.84) and others having low levels of scepticism (M = 76.25, SD = 3.45). Table 3 also shows 

that the self-construal of auditors differs (based on z-sores), t (56) = 9.07, p = 0.000, two-tailed, 

with auditors having either dominant independent self-construal (M = 1.09, SD = 1.00) or 

dominant interdependent self-construal (M = -1.17, SD = 0.90). Finally, the table also shows 

that the self-esteem of auditors varies (t (56) = 8.75, p = 0.000, two-tailed) between high levels 

(M = 26.60, SD = 1.75) and low levels (M = 23.00, SD = 1.33). 

4.3 Preliminary Analyses 

Univariate tests using one-way Analysis of Variance (ANOVA) were run to separately 

relate the three independent variables (scepticism, self-construal and self-esteem) to the two 

dependent variables (ethical judgment and ethical intention). Empirical evidence at the 

univariate level provides preliminary evidence regarding the results of the hypotheses tests, 

i.e., that auditors who were more sceptical or have a dominant independent self-construal are 

more likely to make ethical judgments and have ethical intentions in an auditor-client conflict 
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situation than auditors who were less sceptical or have a dominant interdependent self-

construal. Table 4 summarises the results. 

INSERT TABLE 4 ABOUT HERE 

Panel A shows the results for ethical judgment. It can be seen that auditors who were 

more sceptical (M = 5.82, SD = 1.11) have a greater likelihood than those who were less 

sceptical (M = 5.30, SD = 1.04), of making ethical judgments, F (1, 56) = 3.37, p < 0.05, one-

tailed. Congruently, auditors with dominant independent self-construal (M = 5.75, SD = 1.09) 

are more likely than those with dominant interdependent self-construal (M = 5.37, SD = 1.08) 

to make ethical judgments, F (1, 56) = 1.76, p < 0.10, one-tailed. The results for the effect of 

self-esteem on ethical judgment were not significant, F (1, 56) = 0.06, p = 0.407, one-tailed.  

Panel B presents the results for ethical intention. Table 4 shows that auditors who are 

more sceptical (M = 5.93, SD = 1.46) are more likely than less sceptical auditors (M = 5.43, 

SD = 1.35) to have ethical intentions, F (1, 56) = 1.87, p < 0.10, one-tailed. Consistently, 

auditors who have a dominant independent self-construal (M = 6.03, SD = 1.33) are more likely 

than those who have a dominant interdependent (M = 5.32, SD = 1.44) to have ethical 

intentions, F (1, 56) = 3.84, p < 0.05, one-tailed. Unexpectedly, auditors with high self-esteem 

(M = 5.43, SD = 1.55) are less likely than auditors with low self-esteem (M = 5.96, SD = 1.23) 

to have ethical intentions, F (1, 56) = 2.07, p < 0.10, one-tailed. 

4.4 Hypotheses Testing 

Six hypotheses were developed in chapter 2 concerning whether auditors’ ethical 

judgments and ethical intentions in an auditor-client conflict situation are prompted by (1) high 

levels of scepticism (dispositional distrust), (2) dominant independent self-construal, and (3) 

high levels of self-esteem. Multivariate tests using general linear model were run to determine 

the main effects and the two-way interaction effects of the independent variables on auditors’ 
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ethical judgments and ethical intentions and thus facilitate tests of the hypotheses. Table 5 

reports the result. 

INSERT TABLE 5 ABOUT HERE 

Panel A shows the results of the general linear model relating scepticism, self-construal 

and self-esteem to auditors’ ethical judgments. The model is weakly significant (p = 0.109, 

one-tailed) and explains 14.5% of the variance in the ethical judgments. It can also be seen that 

auditors who are more sceptical are more likely to make ethical judgments than auditors who 

are less sceptical, F (1, 51) = 2.52, p < 0.10, one-tailed. Thus, H1 is supported. The results for 

self-construal and self-esteem were not significant, suggesting that H3 (self-construal) and H5 

(self-esteem) are not supported. 

However, Panel A shows that the scepticism/self-construal interaction was significant, F 

(1, 51) = 3.65, p < 0.05, one-tailed.  Further analysis using Gabriel’s post-hoc tests revealed 

that auditors who were more sceptical and, at the same time, had a dominant independent self-

construal demonstrated significantly higher levels of ethical judgments compared with (i) 

auditors who were less sceptical and, at the same time, had dominant independent self-

construal (p < 0.05, one-tailed), and (ii) compared with auditors who were more sceptical and, 

at the same time, had dominant interdependent self-construal (p < 0.10, one-tailed). 

Panel B reports the results of the general linear model relating scepticism, self-construal 

and self-esteem to auditors’ ethical intentions. The model is weakly significant (p = 0.098, one-

tailed) explaining 15% of the variance in the ethical intentions. The table reports marginally 

significant results (p < 0.10, one-tailed) indicating that auditors with high scepticism, dominant 

independent self-construal or low (rather than high) self-esteem are more likely to have ethical 

intentions than auditors with low scepticism, dominant interdependent self-construal or high 

(rather than low) self-esteem. Hence, hypotheses H2 (scepticism) and H4 (self-construal) are 

supported with regards to ethical intentions. However, H6 (self-esteem) is not supported 
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because, although the association is significant, it is in the opposite direction to the hypothesis. 

Moreover, there are no significant interactions between the independent variables affecting 

ethical intentions. 

4.5 Summary 

This chapter presented the results of the study, i.e., the descriptive statistics, univariate 

analysis and multivariate analysis which tested the hypotheses. Discussion of the implications 

of these results, conclusions, limitations, and suggestions for future research are presented in 

chapter 5. 

Figure 4: Summary of Results 
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Chapter 5 Conclusions and Discussion 

5.1 Overview 

This chapter first summarizes the research conducted for the thesis and discusses the 

results in terms of their significance and their relationship with prior research. The 

contributions and implications of the study for both practice and the research literature are then 

discussed, followed by a discussion of the limitations of the study providing opportunities for 

future research. 

5.2 Summary 

The purpose of this study was to examine the research question of whether the personality 

traits of scepticism, self-construal and self-esteem affect auditors’ ethical judgments and ethical 

intentions. The study was motivated overall because of the importance of auditors acting 

ethically in underpinning the quality of the external audit provided, and by the potentially 

adverse economic and social consequences of auditors’ failure to exercise ethical judgments 

and ethical behaviours. The examination of the personality traits was motivated because, while 

researchers increasingly recognise the importance of individual factors, particularly personality 

traits, affecting auditors’ ethical decision-makings, empirical research is relatively limited. 

The study drew on the cognitive model of ethical decision-making developed by Rest 

(1986). This model comprised four components of ethical decision-making process, namely 

ethical sensitivity, ethical judgment, ethical intention, and ethical behaviour. The study 

concentrated on two of these components, ethical judgment and ethical intention. Ethical 

judgment (or what ought to be done) was defined and operationalized as the individual’s 

evaluation/decision of what is ethical or unethical to do in response to an issue (Nguyen & 

Biderman, 2008; Rest, 1986). Ethical intention (what will be done) was defined and 

operationalized as the individual’s self-reported likelihood (i.e. subjective probability) that he 

or she would engage in an ethical behaviour in response to the issue (Jones, 1991; Rest, 1986). 
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Ethical judgment and ethical intention were chosen for examination because ethical judgment 

subsumes ethical sensitivity and ethical intention is a well-established and accepted surrogate 

for ethical behaviour. 

The research question was addressed by an online survey of 58 auditors in Australia (40, 

or 70%, of whom were at partner level) who provided data on their ethical judgments and 

ethical intentions in an auditor-client conflict scenario as well as data on the three personality 

traits and demographic data. The auditor-client conflict scenario was chosen as the issue 

because it has been used consistently and successfully in prior studies of auditor ethicality and 

because it is an important and common situation that typically contains ethical dimensions and 

provides an ethical dilemma for external auditors. The three personality traits were measured 

using well-established instruments with good psychometric properties of validity and 

reliability. 

Six hypotheses were formulated and tested. For each of the three personality traits, two 

hypotheses were formulated, one predicting an association between the personality trait and 

ethical judgment and the other predicting an association between the personality trait and 

ethical intention. Ethical judgment was measured by the 8-item Multidimensional Ethics Scale 

(MES). Ethical intention was measured by a single-item scale. 

The first two hypotheses were that auditors with high levels of scepticism (or 

dispositional distrust) would be more likely to make ethical judgments (H1) and ethical 

intentions (H2) than auditors with low levels of scepticism. Both H1 and H2 were supported. 

Hypotheses 3 and 4 predicted that auditors with dominant independent self-construal 

would be more likely to make ethical judgments (H3) and ethical intentions (H4) than auditors 

with dominant interdependent self-construal. H4 was supported. However, H3 was not 

supported in the multivariate analyses, although the univariate analysis showed a significant 

association between independent self-construal and ethical judgments in the direction 
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predicted. 

Hypotheses 5 and 6 predicted that auditors with high levels of self-esteem would be more 

likely to make ethical judgments (H5) and ethical intentions (H6) than auditors with low self-

esteem. Neither H5 nor H6 was supported.  

The findings suggest, therefore, that scepticism (dispositional distrust) is an important 

personality factor that promotes auditors’ ethical decision-makings in situations of ethical 

dilemmas. The finding shows auditors with high levels of scepticism trait (dispositional 

distrust) are more likely to resolve (and accept resolving) conflict with client management by 

making ethical decisions than auditors with low levels of scepticism. That is, unlike sceptical 

(distrusting) auditors, less sceptical (trusting) auditors are likely to rely too much on the 

arguments of client management regarding materiality assessment of misstatements in 

financial reports and make less effort on testing the reliability of those arguments. This finding 

is consistent with the majority of prior research (i.e., Farag & Elias, 2012; Quadackers et al., 

2014; Rose & Rose, 2008; Rose, Rose, & Dibben, 2010; Rose, 2007). These studies were 

reviewed in chapter 2 and formed the basis for the development of H1 and H2 in this study. 

The consistency of findings reinforces the importance of this personality factor underpinning 

auditors’ ethical decision-makings. 

With respect to self-construal, the review of the literature in chapter 2 showed that a 

number of prior studies had theorized and/or found that independent self-construal, either at 

the individual level of personality or at the group level of culture (where independent self-

construal equated to the cultural dimension of individualism), was associated with a high level 

of ethical judgment and ethical behaviour (e.g., Bik & Hooghiemstra, 2017; Cohen et al., 1995; 

Karacaer et al., 2009; Patel et al., 2002). By contrast, other studies found that interdependent 

self-construal was associated with a high level of ethical decision-making (e.g., Cojuharenco 

et al., 2012; Hoyt & Price, 2015; Prooijen & Bos, 2009; Ying & Patel, 2016). 
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 The results for H4 (that auditors with dominant independent self-construal were more 

likely to make ethical intentions than those with dominant interdependent self-construal) lend 

weight to the former group of studies. However, it was noted in chapter 2 that the effect of self-

construal on individual behaviour depended on the individual’s role in the societal or 

occupational collective or group. Hoyt and Price (2015), for example, found that the association 

between self-construal and ethical behaviour depended on the role of the individual group 

member as leader or non-leader. Hoyt and Price (2015) found that, for non-leading group 

members, interdependent self-construal was associated with a low level of unethical decision-

making on behalf of the group, whereas for leading group members, interdependent self-

construal was associated with a high level of unethical decision-making. Similarly, Ying and 

Patel (2016) argued that the positive association they found between interdependent self-

construal and ethical behaviour was based on the premise that the subordinate individuals in 

their study were concerned with maintaining harmonious relationships with superiors, and, 

hence, were motivated to agree with their superior’s stance, irrespective of perceived ethicality. 

The participants in the current study are predominantly partner level auditors. That is, they are 

in the leading (or superior) rather than non-leading (or subordinate) role in the occupational 

group. Hence, the findings of the study with respect to the association between self-construal 

and ethical intention are also consistent with those of Hoyt and Price (2013) and Ying and Patel 

(2016) because of the composition of the survey respondents.  

By contrast, the results for H3 (that auditors with dominant independent self-construal 

were more likely to make ethical judgments than those with dominant interdependent self-

construal) were not significant. This might be an artefact of the Multidimensional Ethics 

Measure used to measure ethical judgment, discussed further in the Limitations and 

Opportunities for Further Research section of this chapter. Alternatively, the findings might 

point to a more complex relation of self-construal with ethical decision-making. In this respect, 
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additional analyses conducted to examine potential interaction effects indicated that auditors 

with dominant independent self-construal demonstrated significantly higher levels of ethical 

judgments in an auditor-client conflict situation if they were, at the same time, high on 

scepticism. 

These findings regarding the effect of self-construal on auditors’ ethical decision-

makings suggest that, auditors who dominantly perceive themselves as independent from 

others are likely to be independent in mind from their client management, more objective, and 

hence more likely to resolve conflict with client management by making ethical decisions more 

than auditors who dominantly perceive themselves as interdependent with others. Unlike 

auditors with dominant independent self, auditors with dominant interdependent self are likely 

to prefer maintaining harmony with their client management in conflict situations, rather than 

doing what is ethically and professionally acceptable.  As Cojuharenco et al. (2012) argue, 

individuals who are strongly influenced by social contexts (i.e., interdependent selves) are 

vulnerable to the influence of close others who might be unethical (Gino et al., 2009) and more 

likely to engage in unethical behaviours when the well-being of a close other is at stake 

(Wiltermuth, 2011). Thus, it is likely that, in some contexts and professions, such as external 

auditing, and especially among those who hold a leading position (i.e. partners and audit 

managers), independent (rather than interdependent) self-construal is more beneficial for 

promoting ethical decisions in conflict situations. 

By contrast with the findings for the personality traits of scepticism and self-construal, 

the findings for self-esteem did not provide support for the effect of self-esteem on auditors’ 

ethical judgments. Nor did the findings provide support for the positive effect of self-esteem 

on ethical intention. Rather, the study found the opposite of the predicted effect in that low 

self-esteem was found to be significantly associated with a high level of ethical intention. 

On the one hand, this may suggest that self-esteem is a less important personality trait in 
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affecting auditors’ ethical decision-makings in auditor-client conflict situations, relative to 

scepticism and self-construal. Reference back to the literature review in chapter 2 shows that, 

while the psychological studies suggest that high self-esteem is associated with a low level of 

corrupt intentions and dishonest behaviour in societal and business contexts generally (e.g., 

Ferris et al., 2009; Liang et al., 2016; Suar et al., 2016; Trzesniewski et al., 2006), the only 

prior study that has directly examined the effect of self-esteem on auditors’ ethical decision-

makings (i.e., Malone & Roberts, 1996) also found no association.  

On the other hand, studies of the impact of personality traits on individual behaviour 

generally show that the impact is context-contingent (Fleeson & Jayawickreme, 2015; Mischel, 

2004), while studies of the impact of self-esteem specifically have shown that high self-esteem 

does not always promote ethical decisions and ethical behaviours (Baumeister, Campbell, 

Krueger, & Vohs, 2003; Kernis, Lakey, & Heppner, 2008). In fact, Baumeister et al. (2003) 

argue that accurate or sufficient (but not high or low) levels of self-esteem promote more 

valuable and desirable functions and behaviours. Consequently, these studies indicate that it is 

plausible that a sufficient/accurate level of self-esteem is useful in promoting auditors’ ethical 

decision-makings in a context of ethical dilemma such as the auditor-client conflict context of 

this study. A sufficient level of self-esteem in audit practices may be the level that enables 

auditors to maintain a critical mindset and to resist the arguments, assertions and persuasion 

attempts of an audit client management (Hurtt, 2010; Yankova, 2015). 

Furthermore, it is possible that self-esteem does not always directly affect auditors’ 

ethical judgments and ethical intentions, but that the effect may sometimes be moderated by 

other factors, such as auditors’ levels of materialism trait (Liang et al., 2016) and their 

expectations of the benefits and risks of their judgments and intentions (Arora & Kumari, 2015; 

Ferris, Lian, Brown, & Morrison, 2015; Wray & Stone, 2005). 
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5.3 Contributions and Implications 

This study contributes to both the literature on the effects of personality traits on auditors’ 

ethical decision-makings and to practice. With respect to practice, the findings of the study 

enrich understanding of the characteristics affecting ethicality in auditors and suggest that 

enhanced awareness of these characteristics would provide benefits for audit firms in their 

recruitment and development processes. Specifically, recognizing that scepticism 

(dispositional distrust) and independent self-construal potentially promote auditors’ ethical 

judgments and ethical intentions will allow audit firms to focus on these aspects when hiring 

personnel and/or assigning personnel to audit engagement teams.  Accounting and auditing 

firms typically use psychometric tests including personality tests in their recruitment and 

appointment processes (see, e.g., Institute for Psychometric Coaching, 2017). The results of 

this study suggest that such tests should include measures of the personality traits of scepticism 

and self-construal, and, potentially, self-esteem, should further research support either the 

sufficiency or interaction conjecture about the effect of self-esteem on ethical judgment or 

intention.  

Furthermore, International Standard on Quality Control (ISQC) 1 and Australian and 

Professional Ethics Standard (APES) 320 require audit firms to establish quality control 

policies and procedures that emphasize fundamental ethical principles and that reinforce these 

principles through education, training, and monitoring. The results of this study provide 

insights for audit firms in establishing and designing development and training programs for 

audit staff that educate and reinforce the importance of scepticism and independence of self in 

the conduct of audit practices. While such development and training programs can reinforce 

these attributes, nonetheless they remain personality traits that are intrinsic to, and endure in, 

individuals, suggesting the overarching importance of assessing and seeking these individual 

characteristics formally in the audit firm’s recruitment and appointment processes. 
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The study also contributes to the literature and research in auditors’ ethical decision-

makings. It is the first study to examine the effects of the three personality traits (scepticism, 

self-construal, and self-esteem) on auditors’ ethicality in auditor-client conflict situations using 

the four-component model of Rest (1986). In doing so, it firstly reinforces the importance of 

the individual factor of personality as affecting auditors’ ethical judgments and ethical 

intentions. Secondly, the use of Rest’s (1986) model allowed the decomposition of auditor 

ethicality into the four stages of ethical sensitivity, ethical judgment, ethical intention and 

ethical behaviour, and yielded insight into the effects of the personality traits on two important 

components of the model, namely ethical judgment and ethical intention. As a consequence, 

the study supports the relevance of Rest’s (1986) model for research into auditors’ ethical 

decision-makings. And, at the overarching level, the study addresses the call by researchers to 

expand existing theoretical models of auditors’ ethical decision-makings processes and 

enriches understanding of the factors that determine how and why an auditing practitioner may 

behave in response to an ethical dilemma.  

5.4 Limitations and Opportunities for Future Research 

The study is subject to four limitations that should be taken into consideration when 

interpreting the findings, and that give rise to opportunities for future research. First, the study 

is limited by a low response rate and, hence, a small data set, as well as using convenience 

rather than systematic sampling. These issues limit the generalizability of the study’s findings 

as the participants may not be representative of auditors generally. Additionally, the small 

dataset meant a limited range of variation in the measurement of some variables. This might 

be a potential cause of the significance levels that were found for the associational effect of 

scepticism on auditors’ ethical judgments and ethical intentions, and for the associational effect 

of self-construal on ethical intention. While these associational effects were found to be 

significant, they were marginally so at 10%.  
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The sample size and variation therein might also be a cause of the inability to find 

significant associations between self-construal and self-esteem and ethical judgment. 

Alternatively, the Multidimensional Ethics Scale (MES), while well-established and tested in 

prior studies, is a complex measure comprising three separate dimensions of ethical 

philosophies (moral equity, relativism and contractualism). This complexity might have 

contributed to a ‘wash-out’ effect when aggregated, meaning that future research might well 

disaggregate the measure into its separate dimensions and/or use a simpler question to measure 

participants’ assessment of the ethicality of a given decision or action. Given the theoretical 

support for the importance of the personality traits of scepticism, self-construal and self-

esteem, future research with a larger sample and greater variation, and addressing the 

complexity of the MES, is warranted. By contrast, a strength of the study is that it obtained 

data from audit practitioners and, further, that 70% of the practitioners were partner level. This 

is a strength when compared to many prior studies that have used accounting students as 

surrogates for auditing practitioners and/or junior level auditors, and suggests that the results 

are likely to represent typical experienced senior practitioners of auditing in Australia.  

Second, the study establishes associations consistent with theory and, therefore, allows 

the implication that effects exist between the variables examined. This is an essential step in 

determining causation (Nardi, 2014). However, as an associational study, the results cannot 

support empirical statements of causality; that is, they do not support a causal effect of 

scepticism on ethical judgments and ethical intentions. Future studies may re-examine the 

research questions of this study in an experimental setting to investigate the causation effect of 

scepticism, self-construal, and self-esteem on auditors’ ethical decision-makings through their 

effect on auditors’ ethical judgments and ethical intentions. 

Third, the study did not consider the moderating effect of contingent factors on the 

relation between the three personality variables and auditors’ ethical judgments and ethical 
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intentions. For example, while this study did not find a direct effect of the personality trait of 

self-construal on auditors’ ethical judgments, it did find an interaction effect of self-construal 

with scepticism. Future research into more complex interaction effects models will be 

worthwhile either in terms of interactions among personality factors or between personality 

and non-individual factors, such as, for example, between the personality of the individual and 

the ethical or organizational culture of the audit firm, or between personality and the 

individual’s expectations of benefits and risks arising from an ethical dilemma or an (un)ethical 

decision.  

Finally, psychologists suggest that the impact of personality traits on judgments and 

intentions varies by context (Fleeson & Jayawickreme, 2015; Mischel, 2004). Similarly, prior 

auditing research suggests that auditors’ ethical decision-makings (including judgments and 

intentions) are context-contingent (Cohen & Martinov-Bennie, 2006; Curtis et al., 2012; 

Lampe & Finn, 1992), suggesting that the level of ethicality of an auditor’s judgment and 

intention in a certain context may not be the same in another. A limitation of this study is that 

it used just one example of an ethical dilemma, that of an auditor-client conflict. While this 

context was well-justified in terms of its realism and typicality for practising auditors and in 

terms of its ethical dimensions, it is still just one context. Future research employing other 

and/or more than one scenario representing context will be worthwhile and will allow testing 

whether the influence of the personality traits on auditors’ ethical judgments and ethical 

intentions found in this study is consistent across different contexts. Despite these limitations, 

this study is an important step in ascertaining the when, why, and how of auditors’ ethical 

judgments and ethical behaviours. 
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Appendices 

Appendix A: Tables of Research Methods and Results 

 

 
 

Table 1: Demographic Data of Participants 

 

 
Gender Total 

Male Female Number Percentage 

Age 

21 – 35 years 2 3 5 9% 

36 – 50 years 16 4 20 35% 

51 – 65 years 20 1 21 37% 

66 years or above 10 1 11 19% 

Total 48 9 57 100% 

Years of Audit Experience 

Less than a year 1 0 1 2% 

More than 6 years 47 9 56 98% 

Total 48 9 57 100% 

Type of Audit Firm 

Big 4 international audit firm 5 0 5 9% 

Medium size audit firm 12 3 15 26% 

Small or local audit firm* 31 6 37 65% 

Total 48 9 57 100% 

Work Position 

Partner 36 4 40 70% 

Audit Manager 3 3 6 11% 

Others* 9 2 11 19% 

Total 48 9 57 100% 

*This includes those who works as sole practitioners (5 individuals) 
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Table 2: Reliability Analysis 

 

(Reporting the internal consistency of the measures used with prior research) 

 

Measures 

This Study Prior Studies 

Cronbach's Alpha Cronbach's Alpha Authors 

Multidimensional Ethics Scale (MES) 0.92 0.93 Patel (2007) 

Interpersonal Trust Scale 0.82 0.76 Quadackers et al. (2014) 

Self-Construal Scale 
Independent Subscale 0.72 0.71 Ying & Patel (2016) 

Interdependent Subscale 0.69 0.70 Ying & Patel (2016) 

Self-Esteem Scale 0.78 0.73 Suar et al. (2016) 

 

 

 

 

 

 
 

Table 3: Descriptive Statistics 

 

(Comparing categories of the independent variables of scepticism, self-construal and self-esteem) 

 

Independent variables N 
Min 

(Max) 

Mean 

(St Dev) 

t-stat 

t(56) 

Sig1 

(2-tailed) 

Scepticism 

Low 
28 

 

69.00 

(81.00) 

76.25 

(3.45) 
10.45 0.000*** 

High 30 
82.00 

(97.00) 

86.30 

(3.84) 

Self-Construal 

Dominant 

Interdependent 
28 

-3.34 

(-0.04) 

-1.17 

(0.90) 
9.07 0.000*** 

Dominant 

Independent 
30 

0.05 

(3.36) 

1.09 

(1.00) 

Self-Esteem 

Low 28 
19.00 

(24.00) 

23.00 

(1.33) 
8.75 0.000*** 

High 30 
25.00 

(32.00) 

26.60 

(1.75) 

1 *** Sig (0.01) 

 ** Sig (0.05) 

 *  Sig (0.10) 
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Table 4: Univariate Testing 

 

 

Panel A: Ethical Judgment 

 
(One-way ANOVA separately relating the independent variables of scepticism, self-construal and self-esteem to the dependent 

variable of ethical judgment) 

 

Independent variables N 
Min 

(Max) 

Mean 

(St Dev) 

F test 

F(1, 56) 

Sig1  

(1-tailed) 

Low Scepticism 28 
3 

(7) 

5.30 

(1.04) 
3.37 0.036** 

High Scepticism 30 
2 

(7) 

5.82 

(1.11) 

Dominant Interdependent Self-Construal 28 
2 

(7) 

5.37 

(1.08) 
1.76 0.095* 

Dominant Independent Self-Construal 30 
3 

(7) 

5.75 

(1.09) 

Low Self-Esteem 28 
3 

(7) 

5.53 

(1.09)  
0.06 0.407 

High Self-Esteem 30 
2 

(7) 

5.60 

(1.12) 

 

 

 

Panel B: Ethical Intention 

 
(One-way ANOVA separately relating the independent variables of scepticism, self-construal and self-esteem to the dependent 

variable of ethical intention)  

 

Independent variables N 
Min 

(Max) 

Mean 

(St Dev) 

F test 

F(1,56) 

Sig1 

(1-tailed) 

Low Scepticism 28 
2 

(7) 

5.43 

(1.35) 
1.87 0.089* 

High Scepticism 30 
1 

(7) 

5.93 

(1.46) 

Dominant Interdependent Self-Construal 28 
1 

(7) 

5.32 

(1.44)  
3.84 0.028** 

Dominant Independent Self-Construal 30 
2 

(7) 

6.03 

(1.33) 

Low Self-Esteem 28 
3 

(7) 

5.96 

(1.23) 
2.07 0.078* 

High Self-Esteem 30 
1 

(7) 

5.43 

(1.55) 

1 *** Sig (0.01) 

 ** Sig (0.05) 

 *  Sig (0.10) 
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Table 5: Multivariate Testing 

 

 

Panel A: Ethical Judgment 

 

(General linear model relating the independent variables of scepticism, self-construal and self-

esteem to the dependent variable of ethical judgment)  

 

Independent variables df 
Sum of 

Squares 

F test 

F (1,51) 

Sig2 

(1-tailed) 

Intercept1 1 1,647.04 1436.14 0.000 

Scepticism 1 2.89 2.52 0.059* 

Self-Construal 1 1.44 1.26 0.134 

Self-Esteem 1 0.03 0.03 0.433 

Scepticism x Self-Construal 1 4.19 3.65 0.031**3 

Scepticism x Self-Esteem 1 0.05 0.04 0.421 

Self-Construal x Self-Esteem 1 0.06 0.06 0.407 

1    Model details: 

    Sum of squares = 9.92, df = 6, 

    Mean Square = 1.65, F = 1.44, P = 0.109,  
    R Squared = 0.145 (Adjusted R Squared = 0.044). 

 
2   *** Sig (0.01) 

    ** Sig (0.05) 

 * Sig (0.10) 
 
3    Gabriel post-hoc tests showed that auditors who are more sceptical and with dominant independent self-

construal demonstrates higher levels of ethical judgments, comparing with auditors who are less sceptical 

and with dominant interdependent self-construal (p = 0.103, one-tailed), comparing with auditors who are 

less sceptical and with dominant independent self-construal (p = 0.030, one-tailed), and comparing with 
auditors who are more sceptical and with dominant interdependent self-construal (p = 0.077, one-tailed). 

 

 

Panel B: Ethical Intention 

 

(General linear model relating the independent variables of scepticism, self-construal and self-

esteem to the dependent variable of ethical intention) 

 

Independent variables df 
Sum of 

Squares 

F test 

F (1,51) 

Sig2 

(1-taield) 

Intercept1 1 1730.27 907.70 0.000 

Scepticism 1 3.79 1.99 0.082* 

Self-Construal 1 4.83 2.54 0.059* 

Self-Esteem 1 4.00 2.10 0.077* 

Scepticism x Self-Construal 1 2.44 1.28 0.131 

Scepticism x Self-Esteem 1 0.11 0.06 0.406 

Self-Construal x Self-Esteem 1 0.03 0.02 0.449 

1    Model details 

    Sum of squares = 17.20, df = 6,  

    Mean Square = 2.87, F = 1.50, P = 0.098 and  

    R Squared = 0.150 (Adjusted R Squared = 0.050). 

 
2 *** Sig (0.01) 

 ** Sig (0.05) 

 * Sig (0.10) 
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Appendix B: Definitions of Terms 

Abstract Definitions 

Aggressive 

reporting 

The reporting practices that is biased toward an outcome consistent 

with the incentives of client management (Jamal & Tan, 2010, p. 

1327). Examples of aggressive reporting includes (but not limited 

to) aggressive revenue recognition policy on foreign distributor sale 

and aggressive extension in the amortization period of a patent. 

Conflict 

“The interaction of interdependent people who perceive the 

opposition of goals, aims, and (/or) values, and who see the other 

party as potentially interfering with the realization of these goals 

(aims, or values)” (quoted in Beattie et al., 2004, p. 3). 

Corrupt intention 
“Personal intention to engage in corruptive behaviour” (Liang et al., 

2016, p. 3). 

Deviant workplace 

behaviours 

“Voluntary behaviours that violate significant organisational norms 

and in so doing threaten the well-being of an organisation, its 

members, or both”  (Robinson & Bennett, 1995, p. 556). 

Dispositional 

distrust 

The generalised expectancy held by an individual or a group that the 

word, promise, verbal or written statement of another individual or 

group cannot be relied upon. Dispositional distrust is inherent to the 

individual (Rotter, 1967). For example, some individuals are 

inherently more or less inclined to trust others. This variable is used 

as a proxy for scepticism in this present study. 

Ethical behaviour 
An individual’s execution of an ethically acceptable behaviour in 

response to an issue (Nguyen & Biderman, 2008; Rest, 1986). 

Ethical Decision-

Making (EDM) 

The process by which individuals use ethics to determine whether a 

certain issue is right or wrong (Carlson et al., 2002). EDM is also 

referred to as “decision-making in situations where ethical conflicts 

are present” (Cohen et al., 2001, p. 321). 

Ethical dilemma in 

audit practice 

An ethical dilemma in audit practice is described as a complex issue 

that requires an auditor to choose from two or more alternatives of 

judgments and behaviours that conflict with each other in terms of 

their ethicality (Espinosa-Pike & Barrainkua, 2016; Guiral et al., 

2010; Leung & Cooper, 2005). 

Ethical intention 
Individual’s self-reported likelihood (subjective probability) to 

behave ethically in response to an issue (Jones, 1991; Rest, 1986). 

Ethical judgment 

The cognitive process in which an individual decides (or evaluate 

the degree to) which course of behaviour is acceptable ethically 

(Nguyen & Biderman, 2008; Rest, 1986). 

Ethical sensitivity 
An individual’s recognition of an ethical dilemma and an ethical 

dimension in an issue (Nguyen & Biderman, 2008; Rest, 1986). 

Ethics 

“The study and philosophy of human conduct with an emphasis on 

the determination of right and wrong” (Ferrell et al., 1989, p. 56). 

Ethics is also commonly referred to the rules or standards that define 

the ‘just’ or ‘right’ in conducts (Carlson et al., 2002; Ferrell et al., 

1989). 

Independence in 

mind 

“Calls for auditors to not be influenced by the nature of their client 

relationships or their beliefs about management’s honesty and 

integrity” (Bauer, 2015, p. 99). 
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Independent self-

construal 

“Separate from social context” that is bounded, unitary, stable, direct 

in communication with others (Markus & Kitayama, 1991, p. 226). 

Individual factors 

They are referred to human factors that distinguish individuals from 

each other in mentality, personality, attitude, values, knowledge, 

experience, physical or biological aspects. 

Interdependent 

self-construal 

“Connected with social context” that is flexible, variable, indirect in 

communication with others (Markus & Kitayama, 1991, p. 227). 

Materialism 

“The extent to which individuals attempt to engage in the 

construction and maintenance of the self through the acquisition and 

use of products, services, experiences, or relationships that are 

perceived to provide desirable symbolic value” (Shrum et al., 2013, 

p. 1180). 

Materiality 

According to ISA 320, “misstatements, including omissions, are 

considered to be ‘material’ if they, individually or in the aggregate, 

could reasonably be expected to influence the economic decisions 

of users taken on the basis of the financial statements” (IAASB, 

2016c, p. 339). 

Moral intensity 

“A construct that captures the extent of issue-related moral 

imperative in a situation” (Jones, 1991, p. 372). Jones (1991) 

classifies moral intensity into six components including (1) 

magnitude of consequences, (2) social consensus, (3) probability of 

effect, (4) temporal immediacy, (5) proximity (6) concentration of 

effect. 

Moral/Ethical 

reasoning (or 

moral 

development) 

The cognitive process individuals use in examining an ethical 

dilemma (Patel, 2007, p. 91). This cognitive process is used by an 

individual to justify a particular ethical choice, and then the 

individual formulates an ethical judgment depends on his/her stage 

or level of ethical reasoning (Tsui & Windsor, 2001, p. 144). 

Non-Individual 

factors 

They are referred to external influences around an individual such 

as pressure from other people, situational factors (e.g., 

characteristics of a work and immediate job context), organisational 

factors (e.g., policies and internal controls in an organization), or 

environmental factors (e.g., government regulations and national 

culture and norms). 

Personality traits 

(or traits) 

The characteristics that are relatively stable and enduring aspects of 

an individual’s personality and character (Fleeson & Jayawickreme, 

2015; Hurtt, 2010; Mischel, 2004). 

Professional 

judgment 

ISA 200 defined professional judgment as “the application of 

relevant training, knowledge and experience, within the context 

provided by auditing, accounting and ethical standards, in making 

informed decisions about the courses of action that are appropriate 

in the circumstances of the audit engagement” (IAASB, 2016a). 

Reduced audit 

quality behaviours 

“Auditors’ failures to properly execute audit steps” or as “actions 

taken by an auditor during an engagement which reduce evidence-

gathering effectiveness inappropriately” (Malone & Roberts, 1996, 

p. 49). 
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Scepticism 

A trait or characteristic that “enable auditors to determine when the 

evidence does not ‘add up' or the trait that allows auditors to exercise 

sceptical judgment” (Hurtt et al., 2013, p. 50). 

Self-construal 

“Constellation of thoughts, feelings, and actions concerning one’s 

relationship to others, and the self as distinct from others” (Singelis, 

1994, p. 581). Self-construal is used to capture the level of which 

individuals perceive themselves as independent from others or as 

interdependent/connected to others. 

Self-esteem 

It is the extent which individuals hold positive views about 

themselves (Rosenberg et al., 1995). It also referred to the 

“evaluation or judgment of the self” that goes by variety of terms 

which are compatible with its definition such as self-respect, self-

confidence, self-worth, self-acceptance, self-satisfaction, self-ideal 

or a sense of competence (Tharenou, 1979, p. 317). 
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Appendix C: Research Survey/Questionnaire 

 
Questionnaire on Professional Judgments of External Auditors in Australia 

 

Dear Participant,  

 

This questionnaire is for a study of examining auditors' exercises of professional judgment. The purpose 

of the study is to enrich understanding about the factors that affect external auditors’ professional 

judgment. The intended participants for this study are individuals who work in the profession of external 

auditing in Australia. 

The study is being conducted by Hamed Mohammad (telephone: +61 (0) 424932473, email: 

hamed.mohammad@hdr.mq.edu.au) to meet the requirements of the Master of Research degree in 

Accounting under the supervision of Dr. Medhat Endrawes (telephone: +61 (0)2 9850 8451, email: 

medhat.endrawes@mq.edu.au) and Dr. Kym Butcher telephone: +61 (0)2 9850 8519, email: 

kym.butcher@mq.edu.au) of the Department of Accounting and Corporate Governance, Faculty of 

Business and Economics, Macquarie University, Sydney, Australia. For more information, please do 

not hesitate to contact us. 

If you decide to participate in this study, we thank you very much for taking the time and effort to do 

so. The questionnaire should take approximately 15 - 20 minutes to complete. In case you experience 

psychological discomfort or any psychological issue while completing the questionnaire, please stop 

doing that right away and seek psychological help and support from any of the following specialised 

organizations: (1) Lifeline (telephone: 13 11 14) or (2) beyondblue (telephone: 1300 22 4636). By 

participating in this study, you will have a chance of winning (in a draw) of a $200 gift card from 

Woolworths or Coles (see the instruction at the end of the questionnaire). 

Any information or personal details gathered in the course of the study are confidential (except as 

required by law). No individual will be identified in any publication of the results. Data will be analysed 

in aggregate form, held solely by the researcher and his supervisors, and will not be used for any other 

purposes. The results of this study shall be published as part of a Master of Research thesis, which will 

be available at the Department of Accounting and Corporate Governance Macquarie University. The 

results may further be published in the form of a journal article or a conference paper. You may also 

request a summary of the results directly from the researchers. The questionnaires and its data sets will 

be stored in a secured locker at Macquarie University for five years from the most recent date of 

publication. Your completion of the questionnaire will be regarded as a consent to use the information 

for research purposes. 

Please note that participation in this study is entirely voluntary: you are not obliged to participate and if 

you decide to participate, you are free to withdraw at any time before completing the questionnaire 

without having to give a reason and without consequence. The ethical aspects of this study have been 

approved by the Macquarie University Human Research Ethics Committee. If you have any complaints 

or reservations about any ethical aspect of your participation in this research, you may contact the 

Committee through the Director, Research Ethics (telephone: +61 (0) 2 98507854; email 

ethics@mq.edu.au). Any complaint you make will be treated in confidence and investigated, and you 

will be informed of the outcomes. 

 

By clicking “I agree” below you are indicating that you are at least 18 years old, have read and 

understood this consent form and agree to participate in this research study. 
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First: Please read the following scenario: 
 

Jackson Manufacturing Ltd (Jackson) is a large publicly owned producer of electronic equipment 

used in hospitals and medical laboratories. In the current year's audit, a dispute has arisen between Oliver, 

the external auditor-in-charge, and the management of Jackson over the materiality of certain unrecorded 

liabilities discovered during the audit. Oliver feels the total amount of the unrecorded liabilities is material 

and that the financial statements should be adjusted accordingly. However, the chief financial officer of 

Jackson argues that the total amount of unrecorded liabilities is immaterial and therefore it is unnecessary to 

adjust the financial statements in this regard. Jackson's management believes that it should know as well as 

anyone what financial statement readers would or would not deem to be material. Jackson Manufacturing 

Ltd is an important client contributing significantly to the total audit revenue of the audit firm which Oliver 

works for. Furthermore, the current audit market is characterised by a large number of auditing firms that 

are aggressively pursuing expansion programmes. 

After a lengthy discussion with Jackson’s management, Oliver decided that the unrecorded 

liabilities will be ignored for the purposes of the financial statements as well as the auditor's report. 
 

Second: Please answer the following questions by choosing a specific point on each of the following 

scales: 

Q1: How would you evaluate the decision made by Oliver? 

 1 2 3 4 5 6 7  

Ethical        Unethical 

Fair        Unfair 

Just        Unjust 

Morally Right        Not Morally Right 

Acceptable to my Family        Unacceptable to my Family 

Culturally Acceptable        Culturally Unacceptable 

Traditionally Acceptable        Traditionally Unacceptable 

Does not Violate 

an Unwritten Social Contract 
       

Violates 

an Unwritten Social Contract 

Does not Violate 

an Unspoken Promise 
       

Violates 

an Unspoken Promise 
 

Q2: If you were the external auditor responsible for making the decision in the above case, what is the 

probability that you would make the same decision as Oliver? 

 1 2 3 4 5 6 7  

Highly Probable        Highly Improbable 

 

Q3: If your colleagues were responsible for making the decision in the above case, what is the probability 

that they would make the same decision as Oliver? 

 1 2 3 4 5 6 7  

Highly Probable        Highly Improbable 
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Below you will find three sections. Each section has a number of statements. You are asked to indicate 

to what extent you agree with each statement by circling one of the numbers next to the statement. 

Sometimes the statements appear to be similar. However, there are subtle distinctions among them 

that are necessary to make an appropriate assessment of your answers. So please stay alert and choose 

your answer as well and as honestly as possible. 

Section 1 
 

Please indicate the extent to which you agree or disagree with the following statements:      
 

             

 

 

1 On the whole, I am satisfied with myself. 1 2 3 4 

2 At times I think I am no good at all. 1 2 3 4 

3 I feel that I have a number of good qualities. 1 2 3 4 

4 I am able to do things as well as most other people. 1 2 3 4 

5 I feel I do not have much to be proud of. 1 2 3 4 

6 I certainly feel useless at times. 1 2 3 4 

7 
I feel that I am a person of worth, at least on an equal 

basis with others.  
1 2 3 4 

8 I wish I could have more respect for myself. 1 2 3 4 

9 All in all, I am inclined to think that I am a failure. 1 2 3 4 

10 I take a positive attitude toward myself. 1 2 3 4 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Strongly 

Agree 
Strongly 

Disagree 
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Section 2 
 

Please indicate the extent to which you agree or disagree with the following statements: 

      

 

 

1 Hypocrisy is on the increase in our society. 1 2 3 4 5 

2 
In dealing with strangers, one is better off to be cautious when 

until they have provided evidence that they are trustworthy. 
1 2 3 4 5 

3 
This country has a dark future unless we can attract better people 

into politics. 
1 2 3 4 5 

4 
Fear and social disgrace or punishment rather than conscience 

prevent most people from breaking the law. 
1 2 3 4 5 

5 
Using the honour system of not having a teacher present during 

exams would probably result in increased cheating. 
1 2 3 4 5 

6 Parents usually can be relied on to keep their promises. 1 2 3 4 5 

7 
The United Nations will never be an effective force in keeping 

world peace. 
1 2 3 4 5 

8 The judiciary is a place where we can all get unbiased treatment. 1 2 3 4 5 

9 
Most people would be horrified if they knew how much of the 

news that the public hears and sees is distorted. 
1 2 3 4 5 

10 
It is safe to believe that in spite of what people say most people 

are primarily interested in their own welfare. 
1 2 3 4 5 

11 
Even though we have reports in newspapers, radio, TV, and the 

Internet, it is hard to get objective accounts of public events. 
1 2 3 4 5 

12 The future seems very promising. 1 2 3 4 5 

13 

If we really knew what was going on in international politics, the 

public would have reason to be more frightened than they now 

seem to be. 

1 2 3 4 5 

14 
Most elected officials are really sincere in their campaign 

promises. 
1 2 3 4 5 

15 
Many major national sports contests are fixed in one way or 

another. 
1 2 3 4 5 

16 
Most experts can be relied upon to tell the truth about the limits 

of their knowledge. 
1 2 3 4 5 

17 
Most parents can be relied upon to carry out their threats of 

punishments. 
1 2 3 4 5 

18 Most people can be counted on to do what they say they will do. 1 2 3 4 5 

19 
In these competitive times, one has to be alert or someone is 

likely to take advantage of you. 
1 2 3 4 5 

20 Most idealists are sincere and usually practice what they preach. 1 2 3 4 5 

21 Most salesmen are honest in describing their products. 1 2 3 4 5 

22 
Most students in school would not cheat even if they were sure 

they could get away with it. 
1 2 3 4 5 

23 
Most repairmen will not overcharge, even if they think you are 

ignorant of their speciality. 
1 2 3 4 5 

24 
A large share of accident claims filed against insurance 

companies are phony. 
1 2 3 4 5 

25 Most people answer public opinion polls honestly. 1 2 3 4 5 

Strongly 

Disagree 
Strongly 

Agree 
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Section 3 
 

Please indicate the extent to which you agree or disagree with the following statements: 

 
   

 

 

1 
I enjoy being unique and different from others in many 

respects. 
1 2 3 4 5 6 7 

2 

I feel comfortable using someone’s first name soon 

after I meet them, even when they are much older than 

I am. 

1 2 3 4 5 6 7 

3 
Even when I strongly disagree with group members, I 

avoid an argument. 
1 2 3 4 5 6 7 

4 
I have respect for the authority figures with whom I 

interact. 
1 2 3 4 5 6 7 

5 I respect people who are modest about themselves. 1 2 3 4 5 6 7 

6 
I will sacrifice my self-interest for the benefit of the 

group I am in. 
1 2 3 4 5 6 7 

7 
I’d rather say “No” directly than risk being 

misunderstood. 
1 2 3 4 5 6 7 

8 Having a lively imagination is important to me. 1 2 3 4 5 6 7 

9 
I should take into consideration my parents’ advice 

when making education/career plans. 
1 2 3 4 5 6 7 

10 
I prefer to be direct and forthright when dealing with 

people I’ve just met. 
1 2 3 4 5 6 7 

11 
I am comfortable with being singled out for praise or 

rewards. 
1 2 3 4 5 6 7 

12 If my brother or sister fails, I feel responsible. 1 2 3 4 5 6 7 

13 

I often have the feeling that my relationships with 

others are more important than my own 

accomplishments. 

1 2 3 4 5 6 7 

14 
Speaking up during a class (or a meeting) is not a 

problem for me. 
1 2 3 4 5 6 7 

15 I would offer my seat in a bus to my boss. 1 2 3 4 5 6 7 

16 I act the same way no matter who I am with. 1 2 3 4 5 6 7 

17 
My happiness depends on the happiness of those 

around me. 
1 2 3 4 5 6 7 

18 I value being in good health above everything. 1 2 3 4 5 6 7 

19 
I will stay in a group if they need me, even when I am 

not happy with the group. 
1 2 3 4 5 6 7 

20 
Being able to take care of myself is a primary concern 

for me. 
1 2 3 4 5 6 7 

21 
It is important to me to respect decisions made by the 

group. 
1 2 3 4 5 6 7 

22 
My personal identity, independent of others, is very 

important to me. 
1 2 3 4 5 6 7 

23 
It is important for me to maintain harmony within my 

group. 
1 2 3 4 5 6 7 

24 I act the same way at home that I do at work. 1 2 3 4 5 6 7 

Strongly 

Disagree 
Strongly 

Agree 
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1. What is your gender? 

o Male 

o Female 

 

2. Please indicate your age bracket. 

o 21 – 35 

o 36 – 50 

o 51 – 65 

o 66 or above 

3. What is your country of birth? 

__________________________________. 

 

4. If Australia is not your country of birth, 

how long have you lived in Australia? 

o Less than 1 year 

o 1 – 3 years 

o 4 – 6 years 

o More than 6 years 

5. Please indicate if you are a member of a 

professional accounting body. 

o CPA Australia 

o Chartered Accountants in Australia and 

New Zealand 

o Other, specify: _________________. 

6. How many years of audit experience do 

you have? 

o Less than a year 

o 1 – 3 years 

o 4 – 6 years 

o More than 6 years 

7. What is the type/size of the audit firm you 

work for in Australia? 

o Big 4 international audit firm. 

o Medium size audit firm. 

o Local or regional audit firm 

o Other, specify: _________________. 

8. What is your current work position 

within the audit firm? 

o Audit partner 

o Audit manager 

o Senior auditor 

o Junior auditor 

o Other, specify: _______________. 

 

9. How long have you been in your current 

work position? 

o Less than 1 year 

o 1 – 3 years 

o 4 – 6 years 

More than 6 years 
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If you have any further comments, please provide them in the space provided. 

 

 

 
Thank you very much for taking the time to complete this questionnaire. 

 

If you would like to be included in the draw for the $200 gift card, please send an 

email to hamed.mohammad@hdr.mq.edu.au, and your name will be placed in 

the draw. 

 

If you feel distressed, depressed or any psychological discomfort, please seek help 

from any of the following specialised organizations: (1) Lifeline (telephone: 13 11 14) 

or (2) beyondblue (telephone: 1300 22 4636). 
 

 
 

 

 

 

 

 

 

 

 

 

  

mailto:hamed.mohammad@hdr.mq.edu.au
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