
http://ijfr.sciedupress.com International Journal of Financial Research Vol. 10, No. 3, Special Issue; 2019 

Published by Sciedu Press                        77                           ISSN 1923-4023  E-ISSN 1923-4031 

Auditor‟s Ethical Judgments: The Influence of Moral Intensity, Ethical 

Orientation and Client Importance 

Razana Juhaida Johari1, Zuraidah Mohd Sanusi2 & Arumega Zarefar3 

1 Faculty of Accountancy, Universiti Teknologi MARA, Selangor, Malaysia  

2 Accounting Research Institute, Selangor, Malaysia 

3 Universitas Riau, Pekanbaru, Indonesia 

Correspondence: Arumega Zarefar, Universitas Riau, Pekanbaru, Indonesia. 

 

Received: April 20, 2019               Accepted: May 7, 2019              Online Published: May 19, 2019 

doi:10.5430/ijfr.v10n3p77                                  URL: https://doi.org/10.5430/ijfr.v10n3p77 

 

Abstract 

This study examined auditors‟ ethical judgments using two theoretical perspectives; (1) Moral intensity constructs of 

Jones‟ (1991) Model and (2) Forsyth‟s (1980) framework of individual ethical orientation. The importance of the 

moral issues and how they affected the auditors‟ ethical judgments together with the influence of individual‟s ethical 

orientation and the client importance is discussed. A research instrument consisted of two scenarios with different 

level of moral intensity issues and utilized a 12-item of moral intensity measurement and a Forsyth‟s (1980) scale to 

measure ethical orientation along two dimensions, idealism and relativism. The client importance is manipulated in 

this between-subjects study. The results of 152 auditors‟ found that the effects of the moral intensity construct and 

the client importance on auditors‟ ethical judgments is different based on the issues intensity level of the scenarios. 

Whereas, both dimensions of the individual ethical orientation (idealism and relativism) are found significant in both 

of the scenarios tested. The limitations of the study and recommendation for future studies are also discussed. 

Keywords: moral intensity, ethical orientation, client importance, auditor‟s ethical judgments 

1. Introduction 

The failure of some large companies in the west (Enron, WorldCom and Lehman Brothers) as well as in Malaysia 

(Perwaja Steel Berhad, Transmile Group Berhad, PKFZ Berhad) without auditors warning raised serious questions 

concerning the ethicality of the auditors. In performing their duties, auditors are often faced with situation involving 

financial integrity thus, their ethical considerations are often challenged. Their ethical judgments have to meet up 

with both ethical obligation (between auditors & public) and contractual obligation (between auditors & 

management), and this is where the auditors‟ conflict will arise (Westra, 1986). The conflicts of interest among the 

client firm, the public, the audit firm and the auditing profession provide the bases for many of the potential ethical 

issues that auditors must resolve within their profession. In understanding the ethical judgments of an individual, 

Jones (1991) argued that one should recognized and investigated the specific characteristics of moral issues (moral 

intensity) together with other personal and situational factors. According to Jones (1991), the moral intensity of the 

issue captures the heightened feelings and emotions of a particular ethical conflict and there are certain properties 

within an ethical issue that make the issue more salient and vivid to the decision-maker.  

The ethical judgments also tends to vary according to personal ethical orientation which comprised of two 

underlying components i.e. idealism and relativism (Forsyth, 1980). Current theoretical views maintain that an 

individual‟s personal ethical orientation influences ethical judgments of professionals including accountants (e.g. 

Johari et al., 2017; Greenfield et al., 2008; Henle et al., 2005; Achilles, 2006). The differences in ethical orientation 

can result in disagreements about what is ethical per se, about the situations to which a person should be sensitive 

and about the ethical judgments made. Besides that, research on ethics also suggests that increased pressures (Shafer 

et al., 1999) could be associated with unethical decision-making since it impaired the auditors‟ judgments. The client 

importance is viewed as pressure-inducing which can threaten auditors‟ judgments and could lead to unethical 

behavior (Riaz & Riaz 2018; DeZoort et al., 2006; Jones et al., 2003). Noting the importance of moral intensity 

construct, ethical orientation dimensions and client importance in shaping the auditors‟ ethical judgments, this 

current study intends to provide further evidence by investigating together these three variables on auditors‟ ethical 
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judgments. In particular, the objective of this study is to identify the role of moral intensity components in 

determining the auditors‟ ethical judgments and how the differences in ethical orientation could influence the 

auditors‟ ethical judgments. At the same time, this study will also examine the effect of the client importance on the 

auditors‟ ethical judgments respecting to the different levels of moral intensity issues. 

2. Literature Review and Hypothesis Development 

2.1 Ethical Judgment 

According to Hunt and Vitell (1986), the ethical judgments is the stage where a person has recognized the ethical 

issues and considers alternatives that best solve the problem to attain the most beneficial outcome. The judgments are 

formed after taking all the considerations of what are morally right and wrong in the context of acceptable standards. 

2.2 Moral Intensity 

The moral intensity construct in Jones‟ (1991) issue-contingent model refers to “the extent or degree of issue-related 

moral imperative in a situation”. The core concept of this model, moral intensity, claims that one‟s perception, 

evaluation and response to a moral issue stem from characteristics of the issue itself. Jones argued that the moral 

intensity of an issue would influence the recognition of an issue as an ethical problem and the subsequent behavior in 

which the decision maker engages. The moral intensity is a multidimensional construct consisting of six issue 

contingencies i.e. magnitude of consequences, social consensus, temporal immediacy, proximity, probability of 

effect and concentration of effect (Jones, 1991). Previous studies have found some significant effect of the moral 

intensity components on the ethical judgments made by auditors (Johari et al., 2016; Cohen & Bennie, 2006) and 

accounting students (Leitsch, 2006; Sweeney & Costello, 2009; Rismayadi & Maemunah 2018). Similar to the 

researchers done in business/marketing area, the components of magnitude of consequences and social consensus are 

proven as the two most significant components that could influence the auditors‟ ethical judgments followed by the 

component of probability of effect. In addition, research using the moral intensity construct in auditing is still 

developing (Cohen and Bennie, 2006). Therefore, based on the preceding discussion, the following hypotheses will 

be investigated:  

H1: The components of moral intensity will be positively associated with auditor‟s ethical judgments. 

2.3 Ethical Orientation  

Personal ethical orientation conceptualized by Forsyth (1980), is based on the philosophical theories of deontology, 

teleology and ethical skepticism. In 1980, Forsyth developed the Ethics Position Questionnaire (EPQ) to identify an 

individual‟s personal ethical orientation. Forsyth (1980) proposes that differences in individual‟s personal ethical 

orientation can be parsimoniously described by the degree to which they are idealistic or relativistic. Idealism 

referred to an individual believes that ethically correct actions will consistently produce desirable outcomes whereas 

relativism represents an individual‟s concern for a universal set of rules or standards (Forsyth, 1980). Empirically, 

studies using the EPQ help to explain a variety of decisions that individuals make in organizations (e.g. Johari et al., 

2017; Kaditti & Asri, 2017; Henle et al., 2005; Marques & Pireira, 2009). In general, the research indicates that 

relativistic individuals judge ethically uncertain actions more leniently whereas an idealistic individual are harsher on 

any unethical actions. Fernando & Chowdhury (2010) results revealed that spiritual well-being is strongly correlated 

only with the idealism orientation. Henle et al., (2005) found that employees with higher degrees of relativism than 

idealism were more likely to engage in unethical behaviors toward the organization. In respect to the accounting 

ethics, the EPQ instrument has been used in prior studies (e.g. Marques & Pereira, 2009; Greenfield et al., 2008). 

Greenfield et al. (2008) found a significant relationship between tax practitioners‟ ethical orientation and ethical 

decision-making. Marques & Pereira (2009) have provided the dissimilar results to previous researches. Their results 

indicated that older respondents were significantly more relativistic than younger one and those respondents‟ ethical 

judgments did not differ significantly based on their ethical orientation, neither idealism nor relativism. Therefore, 

based on the preceding discussion, the following hypotheses will be tested: 

H2 (a): Idealistic ethical orientation has a positive relationship with auditors‟ ethical judgments. 

H2 (b): Relativistic ethical orientation has a negative relationship with auditors‟ ethical judgments. 

2.4 Client Importance 

Client importance is extensively used in auditor independence, earnings management and audit quality studies which 

requires auditors to make certain judgments in exercising their duties. According to DeAngelo (1981), the client 

importance may influence the auditors‟ incentives to compromise their independence. From the literature, studies 

that have directly examining the influence of client importance have offered mixed results (e.g. Barrainkua & 
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Espinosa-Pike, 2018: Nelson et al., 2002; Moreno & Bhattacharjee, 2003). Farmer et al., (1987) and Nelson et al., 

(2002) results supported the negative impact of client importance on auditors‟ judgments. Chi et al., (2004) in their 

study (at the audit-partner level) also found that a higher level of client importance reduces audit quality. Contrary 

results to Chi et al., (2004) were found in a study done by Moreno & Bhattacharjee (2003). Their study revealed that 

the higher rank auditors (managers and partners) did not judged the obsolescence risk to be lower when provided 

with information on additional client business opportunities.  Li (2010) added to the literature by providing 

evidence on the positive association between the client importance and auditors‟ judgments in issuing going-concern 

opinions. There are also studies which found no association between client importance and auditors‟ judgments (e.g. 

Chung, 2003; Hunt & Lulseged, 2007; Rosli & Siong 2018). Therefore, based on the preceding discussion, the 

following hypotheses will be investigated: 

H3: Client importance has a positive relationship with auditors‟ ethical judgments. 

3. Methodology 

3.1 Sample and Data Collection 

The sampling frame was based on the approved audit firms in Selangor and Wilayah Persekutuan Kuala Lumpur 

totaling 198 firms as published on the CPA Malaysia‟s website 

www. .micpa.com.my/resources/approved-training-employers/approved-accounting-firm/. The samples were drawn 

from 132 audit firms and based on simple random sampling (Hair et. al., 2010). Each of the audit firms received 5 

survey booklets, in total, 660 survey booklets were distributed and 156 responded with the response rate of 23.6%. 

Out of this figure, 4 respondents were identified as outliers and were dropped from the sample. As a result, a total 

number of questionnaires analyzed were 152. Attached to the booklet were a set of self-addressed, stamped envelope, 

as well as a cover letter stating that the study aimed to examine the auditors‟ ethical judgment and assuring 

anonymity and confidentiality. 

3.2 Variable and Measurement 

This study uses ethical judgments as dependent variable, ethical orientation, characteristics of the moral issues 

(moral intensity) and client importance as independent variables. The ethical judgments were measured directly by 

asking the respondents to respond to their level of agreement with the action statement in the two scenarios 

(underreporting of time and non-compliance). Both scenarios represent ethical dilemmas that auditors encounter in 

practice also possess varying degrees of moral intensity. The components of moral intensity were measured based on 

Jones‟ (1991) work and adapted from previous research (Singhapakdi et al., 1996; McMahon & Harvey, 2006). The 

ethical orientation is measured by using instrument developed by Forsyth (1980). A 20-question consisted of 10 

questions each on idealism (IEO) and relativism (REO) were used to identify the respondent‟s ethical orientation. 

Responses to the above measurement was made on seven-point scale (1 = strongly disagree; 7 = strongly agree). 

Client importance is manipulated as a between-subject variable and is measured as a dichotomous variable.  

4. Results  

4.1 Demography of Participants  

Table 1 presents the summary of respondents‟ demographic information. In respect to gender, there are 62 males (41 

percent) and 90 females (59 percent). The age of the respondents ranged from 21 to 52 years with a mean value of 

26.58 years (SD = 4.7). Majority of the respondents were the degree holder (66 percent) followed by the professional 

qualification (30 percent) and the rest of 4 percent are the diploma holder. 

 

Table 1. Demography of participants 

 Frequency Percent  Frequency Percent 

Item (N=152) Item (N=152) 

Gender: 

Male 

Female 

 

62 

90 

 

41 

59 

Job Position: 

Audit Assistant 

Audit Senior 

Audit Manager 

Partner 

 

67 

41 

21 

29 

 

44 

27 

14 

15 



http://ijfr.sciedupress.com International Journal of Financial Research Vol. 10, No. 3, Special Issue; 2019 

Published by Sciedu Press                        80                           ISSN 1923-4023  E-ISSN 1923-4031 

Race: 

Malay 

Chinese 

Indian 

 

73 

56 

23 

 

48 

37 

15 

Audit Firm Category: 

Big 4  

Medium 

Small 

 

25 

65 

62 

 

16 

43 

41 

Qualification: 

Diploma 

Degree 

Professional 

 

6 

100 

46 

 

4 

66 

30 

Age: 

Mean (Std Deviation) 

 

26.58 (4.7) 

 

 

The sample of respondents included audit assistants (44 percent), audit senior (27 percent), audit manager (14 

percent) and partner (15 percent). Most of them (43 percent) are currently being attached to a medium audit firm 

category. Therefore, another 16 percent and 41 percent of the respondents are from a big 4 and small audit firm 

category, respectively.  

4.2 Descriptive Statistics 

4.2.1 Means for Measured Variables 

Table 2(a) presents a preliminary analysis of the responses for auditors‟ ethical judgments and the six components of 

moral intensity, for each of the scenarios. In this study, the level of score was analyzed into three categories, namely 

high (> 66.67 %), moderate (33.33 % – 66.66 %) and low (< 33.32 %). The overall moral intensity mean scores for 

Scenario 2 (mean = 4.70) is higher than Scenario 1 (mean = 4.35) which indicates a higher agreement among the 

respondents that Scenario 2 as a situation with a higher level of intensity (67.14%) as compared to the Scenario 1 

(moderate level of intensity i.e. 62.14%). 

 

Table 2(a). Means for ethical judgments and moral intensity 

 Scenario 1* Scenario 2* t-test 

 Mean SD** Mean SD** 

Ethical Judgments 4.62 1.74 5.11 1.41 3.56b 

Moral Intensity Components:      

     Magnitude of consequences (MOC) 4.68 1.63 5.06 1.57 2.57a 

     Social consensus (SC) 4.60 1.55 5.18 1.72 3.66 b 

    Probability of effect (POE) 3.83 1.29 4.34 1.64 3.50 b 

    Temporal immediacy (TI) 4.26 1.55 4.25 1.66 0.07 

    Proximity (Px) 4.85 1.17 4.91 1.20 0.61 

    Concentration of effect (COE) 3.90 1.39 4.48 1.62 3.99 b 

* Scenario 1: Underreporting of time; Scenario 2: Non-compliance ** SD = Standard Deviation 

a p<0.05(2-tailed), b p<0.10 (2-tailed) 

 

In Scenario 1, two components of moral intensity i.e. proximity (70%) and magnitude of consequences (67%) were 

identified as the components with high intensity level while in Scenario 2, the high intensity level components 

comprised of social consensus (74%), magnitude of consequences (72.3%) and proximity (70%). Other components 

showed a moderate level of intensity for both scenarios. 

Table 2(b) provides the mean and standard deviation values for ethical ideology components. Overall, the mean 

value of IEO (mean value =5.5, std. dev. = 0.8) is 0.9 higher than the mean value of REO (mean value = 4.6, std. dev. 

= 0.7). Therefore, on average, all the respondents have higher levels of IEO compared to REO.  
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Table 2(b). Means for ethical orientation 

 Mean SD** 

Ethical Orientation Components: 

     Idealism  

 

5.53 

 

0.78 

     Relativism  4.61 0.72 

 

4.3 Goodness of Data 

An exploratory factor analysis using varimax rotations was performed to understand the structure of correlations 

among the two constructs of moral intensity and ethical orientation in each scenario. All the items should have the 

factor loadings above 0.50 which indicates that the data is practically significant (Hair et al., 2010; Rotova,2018). In 

particular, the higher the factor loading, the more likely the items meet each factor of ethical orientation. The items 

were then extended for reliability analysis in order to determine the measure of internal consistency of measuring 

items under each construct. The reliability coefficient i.e. Cronbach‟s alpha value should exceed the minimum 

requirement of .60 (Hair et al., 2010). 

4.3.1 Moral Intensity 

Table 3 shows the Kaiser-Meyer-Olkin coefficient for these dataset is 0.56 for Scenario 1 and 0.55 for Scenario 2, 

indicating that the data could be used to proceed with the exploratory factor analysis (Hair et al., 2010). In addition, 

the Bartlett test of Sphericity for Scenario 1 (Chi-Square = 1409.67, d.f. = 66, p < 0.01) and Scenario 2 (Chi-Square 

= 1978.08, d.f. = 66, p < 0.01) are statistically significant. The results of the factor analysis for both scenarios 

identified six identical factors for moral intensity with an eigenvalue greater than 1, which account for 91.46 percent 

(Scenario 1) and 95.1 percent (Scenario 2) of the total variance. Hence, these results provided evidence for the six 

dimensions of moral intensity, thus confirm Jones (1991) theory.  

 

Table 3. Factor analysis 

  Scenario 1* Scenario 2* 

  1 2 3 4 5 6 1 2 3 4 5 6 

MOC Item 1 .932      .949      

 Item 2 .938      .969      

SC Item 1  .963      .964     

 Item 2  .963      .967     

POE Item 1   .923      .953    

 Item 2   .959      .967    

TI Item 1    .934      .957   

 Item 2    .947      .965   

Px Item 1     .909      .945  

 Item 2     .899      .946  

COE Item 1      .910      .976 

 Item 2      .946      .976 

Note: * Scenario 1: Underreporting time; Scenario 2: Non-compliance 

MOC = Magnitude of consequences, SC = Social consensus, POE = Probability of effect, TI = Temporal immediacy, 

Px = Proximity, COE = Concentration of effect)  

 

The moral intensity scale reliability analysis for each scenario (Table 4) demonstrated an acceptable individual alpha 

coefficient as suggested by Hair et al., (2010). Scenario 1 provided a Cronbach‟s alpha reliability coefficient of 0.653 

(standardized item alpha of 0.657) and Scenario 2 with a Cronbach‟s alpha reliability coefficient of 0.703 
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(standardized item alpha of 0.703). In addition, the moral intensity components for these two scenarios were summed 

to yield a global alpha score of moral intensity which yielded a score of 0.763 with a standardized item alpha of 

0.771. This indicates that the components of moral intensity in both scenarios have sufficient internal consistency.  

 

Table 4. Reliability test 

 

 

 

 

 

Note: *Scenario 1: Underreporting of time; Scenario 2: Non-compliance 

 

4.3.2 Ethical Orientation 

Table 5 shows the factor loadings for each IEO and REO with the eigenvalues more than 1.0, which account for 

42.60 percent and 32.62 percent, respectively of the total variance in the data. The Kaiser-Meyer-Olkin coefficient 

for these dataset is 0.765 for IEO and 0.683 for REO.  The Bartlett test of Sphericity for IEO (Chi-Square = 329.17, 

d.f. = 21, p < 0.01) and REO (Chi-Square = 248.50, d.f. = 28, p < 0.01) are statistically significant. These results 

provide evidence for the two dimensions of ethical orientation, i.e. idealism and relativism with seven and eight 

items, respectively. Table 6 shows the values of Cronbach‟s alpha coefficient for IEO and REO which also indicate 

that each dimension of IEO and REO has sufficient internal consistency.  

 

Table 5. Factor analysis 

 

 

 

 

 

 

 

 

 

Note: IEO = Idealism Ethical Orientation, REO = Relativism Ethical Orientation 

 

Table 6. Reliability test 

 

 

 

 

 

(Note: *IEO = Idealism Ethical Orientation, *REO = Relativism Ethical Orientation) 

 

4.4 Correlation Analysis  

Table 7 describes the analysis of pearson correlation between variables for each of the scenarios. In Scenario 1, there 

are three components of moral intensity (i.e. social consensus, proximity and concentration of effect) which 

Reliability coefficients Scenario 1* Scenario 

2* 

Combined 

scenarios 

Cronbach‟s Alpha 

Standardized Item Alpha 

N of items 

.653 

.657 

12 

.703 

.703 

12 

.763 

.771 

24 

Item Factor Loadings Item Factor Loadings 

IEO 1 

IEO 4 

IEO 5 

IEO 6 

IEO 8 

IEO 9 

IEO 10 

.555 

.742 

.712 

.825 

.603 

.516 

.573 

REO 1 

REO 3 

REO 4 

REO 5 

REO 6 

REO 8 

REO 9 

REO 10 

.534 

.523 

.636 

.641 

.571 

.553 

.558 

.558 

Reliability coefficients IEO* REO* 

Cronbach‟s Alpha 

Standardized Item Alpha 

N of items 

.76 

.77 

7 

.70 

.70 

8 
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significantly correlates to the auditors‟ ethical judgments. Besides, more moral intensity components (i.e social 

consensus, proximity, magnitude of consequences and temporal immediacy) are significantly related in           

Scenario 2. 

 

Table 7. Correlation analysis 

 Ethical Judgments MOC SC POE TI PX COE IEO REO 

Scenario 1*:          

MOC -.038         

SC .167a -.140a        

POE -.080 .154a .036       

TI .052 .185b .014 .231b      

PX .182b -.048 .058 -.195b .031     

COE .137a .243b -.069 .267b .379b .109    

IEO .224b -.017 .143a -.045 .012 .065 .008   

REO -.202b -.019 -.014 .135a -.123a -.168b -.155a .099  

Client type .058 -.006 -.024 -.108 .163a .028 .040 .125a -.130* 

Scenario 2*:          

MOC -.132a         

SC .279b .003        

POE .015 .124a .245b       

TI .195b .136a .118 .190b      

PX .295b .120a .309b .198b .185b     

COE -.012 .178b .058 .075 .188b -.063    

IEO .212b -.037 .156a .082 .053 .163a .015   

REO -.193b -.025 -.163a -.134a -.139a -.109 .057 .099  

Client type .186b -.042 -.006 .023 -.036 .040 .033 .125a -.130a 
a Correlation is significant at the level 0.05 level (2-tailed) 

b Correlation is significant at the level 0.01 level (2-tailed) 

Note: * Scenario 1: Underreporting of time; *Scenario 2: Non-compliance 

MOC = Magnitude of consequences, SC = Social consensus, POE = Probability of effect,   TI = Temporal 

immediacy, Px = Proximity, COE = Concentration of effect, IEO = Idealism Ethical Orientation, REO = Relativism 

Ethical Orientation 

 

For the ethical orientation components, both idealism and relativism ethical orientation provide support for their 

expected direction to audit judgments performance. The results show that significantly, auditors who are more on 

idealism and relativism ethical ideology will positively and negatively affect their ethical judgments. The correlation 

between client importance and auditors‟ ethical judgments is significantly related in Scenario 2 but not in Scenario 1. 

Therefore, from the correlation analysis, it is identified that the moral intensity components and client importance are 

differently correlated to auditors‟ ethical judgments based on the scenario given. The most two dominant moral 

intensity components which constantly have a significant correlation to the auditors‟ ethical judgments were social 

consensus and proximity, followed by magnitude of consequences and temporal immediacy. On the other hand, the 

ethical orientation components are constantly correlated to the auditors‟ ethical judgments in both scenarios.  

4.5 Hypotheses Testing  

Since the moral intensity construct is issue-specific and thus scenario-specific, separate hierarchical regression 

analyses were run for each of the scenarios. Multicollinearity among the independent variables does not appear to be 
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a problem as the range of the tolerance value and VIF (variance inflation factor) of the variables have not violated 

the multicollinearity assumption suggested by Pallant, (1997). The tolerance value for all the independent variables is 

between 0.757 and 0.944, which is not less than .10. This value is also supported by the VIF value which lies 

between 1.064 and 1.321, which is well below the cut-off of 10. Results of the analyses appear in Table 8.  

In regard to the moral intensity construct, generally there were only two components of the moral intensity 

components (i.e. social consensus and proximity) significantly related to the auditors‟ ethical judgments in Scenario 

1. Besides, in Scenario 2 more components (i.e social consensus, proximity, magnitude of consequences and 

temporal immediacy) were found significantly influences the auditors‟ ethical judgments. Social consensus and 

proximity appear to be the most two predictive components where they were positively significant related to the 

auditors‟ ethical judgments in Scenario 1 (p<.10) and Scenario 2(p<.05). There was also a significant positive 

relationship between the components of magnitude of consequences, temporal immediacy and auditors‟ ethical 

judgments in the second scenario (p<.05). The direction of the significant relationship between auditors‟ ethical 

judgments and some of the respective moral intensity components indicates as issues became more intense, auditors 

will form more ethical judgments. Since not all of the moral intensity components influenced auditors‟ ethical 

judgments, these results provide partial support for H1. 

 

Table 8. Hierarchical regression analyses 

 Dependent Variable: Auditors‟ Ethical Judgments 

 

Independent Variables 

Scenario 1*  Scenario 2* 

Coefficients Standard error Coefficients Standard error 

Constant 2.522 1.394 3.399 .993 

IEO .469a .158 .252a .121 

REO -.429a .177 -.262a .134 

MOC -.038 .077 .139a .060 

SC .152b .079 .149a .058 

POE -.081 .103 -.098 .059 

TI -.008 .086 .134a .058 

PX .167b .099 .242a .083 

COE .154 .107 -.002 .059 

CI -.006 .249 .410a .186 

R2 .148  .244  

a p<0.05(2-tailed), b p<0.10 (2-tailed) 

Note: *Scenario 1: Underreporting time; *Scenario 2: Non-compliance 

MOC = Magnitude of consequences, SC = Social consensus, POE = Probability of effect,   TI = Temporal 

immediacy, Px = Proximity, COE = Concentration of effect, IEO = Idealism Ethical Orientation,  REO = 

Relativism Ethical Orientation, CI =  Client Importance 

 

Table 8 also revealed the relationship between the ethical orientation construct and auditors‟ ethical judgments. Both 

components of ethical orientation i.e idealism and relativism, were found significantly predicted the auditors‟ ethical 

judgments in Scenario 1 and Scenario 2. The positive direction of the relationship between auditors‟ ethical 

judgments and idealism indicates that the more idealistic auditors tend to be more likely to follow an ethical action 

thus avoiding the questionable actions expressed in both of the scenarios. In contrast, the negative direction of the 

relationship between auditors‟ ethical judgments and relativism indicates that the more relativism auditors tend to be 

more likely to follow the questionable actions expressed in both of the scenarios. Therefore, H2 (a) and H2 (b) were 

strongly supported. For client importance, the result shows that it was positively significant to auditors‟ ethical 

judgments in Scenario 2 but not in Scenario 1. Thus, H3 was partially supported by the data.   
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5. Discussion 

5.1 Discussion of Findings 

This current study was intended to provide a better understanding regarding the effects of moral intensity construct, 

ethical orientation components and client importance on ethical judgments among the auditors. The auditors‟ 

perception for each of the moral intensity components appeared to vary between each scenarios and being influenced 

by the ethical issue presented to them. The analysis revealed that auditors have identified the different level of moral 

intensity issues among the two scenarios and advocated different predictive power of the moral intensity components 

(Johari et al., 2017; Yenny & Nurkholis, 2017; Salim & Hariandja 2018). The results indicated that the auditors‟ 

perception for each of the moral intensity components appeared to vary between each scenario and was consistent 

with previous results done by Sweeney & Costello (2009) and Leitsch (2006). The component of social consensus 

revealed as the most important component of moral intensity and significantly impacted the auditors‟ ethical 

judgments in both of the scenarios. This finding is contrary to previous studies (e.g. Singhapakdi et al., 1996; 

Sweeney & Costello, 2009). Previously, in a study done on professionals, the magnitude of consequences appeared 

to be the most important components compared to other components of moral intensity. The importance of social 

consensus indicates that auditors‟ perceptions of society‟s attitudes to issues influence their decisions. This indication 

is consistent with lower levels of cognitive moral development (Kohlberg, 1969) and Barnett (2001) also pointed out 

that respondents around the age of 20 are expected that their beliefs about societal opinion would be a very important 

influence.  

Another moral intensity component which significantly correlated with the auditors‟ ethical judgments in both 

scenarios is proximity. The results revealed that proximity has the strongest relationship throughout the three stages 

of auditors‟ ethical decision-making process which is inconsistent with previous studies (e.g. Sweeney & Costello, 

2009; Singhapakdi et al.; 1996).  Jones (1991) claims that people care more about other people who are close to 

them (socially, culturally, psychologically or physically) than they do for people who are distant. Based on this 

assertion, Malaysian auditors seem to place a higher consideration towards the proximity components as compared to 

other components of moral intensity. This might be due to the notion that Malaysian people are more considerate in 

making judgment when the consequences will impact the people who are close to them.  

In regard to the personal ethical orientations both components i.e. idealism and relativism were found significantly 

influenced the auditors‟ ethical judgments in Scenario 1 and Scenario 2. The auditors‟ level of idealism was found 

higher than the level of relativism. This indicates that the auditors are more concern towards the human welfare in 

making up their ethical judgments. They tend to support the ethical correct actions and will not compromise with any 

actions which could give harms to others. This finding supported previous studies‟ results for example, Viruli, Silva 

& Opatha (2018); Johari et al., (2017) and Greenfield et al., (2008).  Finally, concerning the effect of client 

importance on auditors‟ ethical judgments, the results do support the previous studies on the positive effect of client 

importance on audit judgments (e.g. Moreno & Bhattacharjee, 2003 and Li, 2010). However, the significant positive 

relationship between these two variables was only found in Scenario 2. This could be explained by the differences of 

the ethical issues which have a different level of intensity embedded in scenarios. Scenario 1 was perceived as 

having less intense of ethical issues compared to Scenario 2. The low level of ethical intense in Scenario 1 has led 

the auditors to not perceive the importance of the moral intensity components in the scenario. Therefore, although the 

auditors do recognized the negative impact of client importance on their ethical judgments but it is not strong enough 

to jeopardize their ethical judgments.  

In conclusion, this current study extends the previous work on moral intensity by examining the influence of moral 

intensity together with personal ethical orientation and client importance on the auditors‟ ethical judgments. In 

general, the findings add to the existing business ethics literature. Particularly, they extend the existing understanding 

of the influence of moral intensity components on the ethical judgments within the auditing profession. These 

findings can be used to enhance training programs in shaping the ethical values among the auditors in order to 

reinstall the public confidence towards the profession. 

5.2 Study Limitations and Future Research 

There are several limitations that should also be noted. First, respondents of this current study were given two ethical 

scenarios which might limit the respondents‟ perception towards the differences of moral intensity level embedded in 

the scenarios. The second limitation is that moral intensity was narrowly defined within the context of each scenario. 

These components may have been more or less intense depending upon the issue without the researcher detecting 

these differences. Future research should attempt to replicate these findings in other samples of accounting 

profession to ensure their generalizability. 
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