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Abstract – Ethical issues are prevalent in every industry. The main stream of the research is targeting 

the ethical issues among accountants. The purpose of this research is to carry out a study on the factors 

affecting ethical decision making and accountants’ role in maintaining independence. The focus area 

of this study is to identify the role of Accountants ethics in Malaysia, professional ethics in making 

decision and evaluating the independence level when making ethical decision. Copyright © 2016 
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1.0 INTRODUCTION 

Ethics is defined as a moral philosophy which determines the concepts of good and evil, crime 
and justice, right and wrong [1].  Professional ethics is defined as a person’s behaviour or 
conduct when working in a professional field. Examples of the fields are Accountant, 
Consultant, Researcher, Teacher, Engineer, Lawyer, Doctor and Pilot.  Professionals have the 
abilities to make judgments, express opinion and make recommendations using their 
knowledge and skills. The judgments should be governed by standards or code of conduct and 
ethics.  The code of ethics is important as it serves as a guide and the core fundamental 
principles for the professionals to make decisions.   

The types of ethical theory are classified into teleological, egoism, utilitarianism, 
deontological, justice and relativism. Teleological is an action which is classified as ethical or 
unethical based on the final verdict or judgement. Egoism is an action which mainly caters for 
the personal interest or bias. Utilitarianism is an action which considers the benefit that others 
will achieve from the course of action. Deontological is defined as judgement which is based 
on actions. Justice is defined as judgement which is based on fairness. Relativism is defined as 
actions that are judged as ethical or unethical based on subjective factors. Moreover, it is 
important for the Accountant to make ethical decision because the nature of an audit job is 
based on trust, independence and integrity. Auditors are required to absorb the rules laid down 
and apply the rules when making judgments. The success factor of auditors is measured by the 
aspect of morality and ethics that is implied when conducting an audit [2]. Therefore, it is 
important for auditors or accountants to make ethical decision.  

The public as a whole trust the auditors to provide a clean audit report. Auditors should 
encompass high degree of integrity and honesty when preparing an audit report. This is due to 
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the trust of the public on the auditors is crucial to ensure that the firm can be on a going concern 
basis. When the public lost their trust on auditors it will also give a bad impact on the firm’s 
reputation and it is difficult to restore the trust again [3]. 

1.1 Background of study 

Accountants work in a condition where they are introduced to issues of corporate collapses, 
fail in the reporting regulations and business fraud. Professional Accountant is responsible for 
the collapse of Enron, WorldCom, and Satyam Industry. This is due to accountants didn’t take 
up their role seriously in determining the errors or fraud performed by their client and ensuring 
an unqualified audit opinion is produced. Furthermore, lack of independence from auditors is 
the reason for increased level of accounting fraud. Auditors who tend to fulfil all their clients’ 
requirement by passing faulty adjustment and dressing the accountant in the way the client 
desire and non-compliance with the Generally Accepted Accounting Principles (GAAP) have 
caused public to lose their trust in accountants [4]. 

Auditors have to act in a high integrity to exercise their duties in order to minimize or curb 
accounting scandals from rising further [5]. Accounting profession has a purpose which is to 
serve the public with honesty. Accountants must retain independence all along the accounting 
cycle [6]. Ethical conduct is crucial in performing an audit task because the audit profession 
itself is categorized by the trust, independence and integrity. The audit standards and the code 
of ethics is a strong base for the ethical behaviour. Auditors are required to absorb the rules 
and apply that rules when making judgments. The success factor of an auditor is measured by 
the aspect of morality and ethics that is implied when conducting an audit [2].  

According to [7], Business actions are being judge by its morality values. This is due to 
business ethics is a concept where it is also changing according to the technology advancement, 
new methods are confronted on the utilisation of resources, growing awareness of the 
individual life where vast technology development has put the urge for business ethics to serve 
on the society norms. The stakeholder’s theory also ensures that the business organization is 
morally liable to fulfil the needs of customers, vendors and employees. The concept of business 
ethics has a strong connection with the social responsibility [8]. 

According to [9], voluntary disclosure is given priority for countries which involve in emerging 
markets such as Malaysia. This is due to the growth of the capital market is strongly associated 
by reducing the information gap between the management and investors. Moreover, Malaysia 
is seen as one of the countries that experience rapid growth in the capital market and this 
voluntary disclosure will be an added advantage to Malaysia in creating value for sustainability 
reporting. Nevertheless, corporate governance is used as a mechanism to enforce ethical 
conduct in an audit committee. This is due to audit committee is entrust to improve the ethics 
disclosure [10]. 

1.2 Statement of the Problem 

The efficiency of accountants in performing their task without bias in order to measure an 
effective ethical decision making is in place when accounts task is being carried out. 
Negligence in accounting profession has caused Arthur Anderson to pay a high price where it 
can no longer practise as an Accounting firm. They licensed has been revoked as the company 
has compromised its independence [11]. The nature of business service provided by Arthur 
Anderson is consultation service, audit service and also service on improving the company’s 
internal control [11].  
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Enron and Aurther Anderson: 

Enron was formed in the year of 1985. Enron’s business nature is natural gas and electricity. 
During the late 1990’s, Enron supplied gas and electricity contracts worldwide.  

What went wrong? 

Controls were implemented by Washington on who could produce energy and the price     
mechanisms. Enron started to store gas by buying it earlier and selling it at a fixed price. Enron 
used internet to promote its trading and this strategy was very successful. The value of Enron’s 
online transactions was $880 billion. The problem started when Enron was not making money 
through their online trading as the market started to be very efficient and many competitors 
offered a better price. Enron has windowed dress their company accounts in order to conceal 
their business loss. Aurther Anderson was Enron’s auditors. Moreover, David Duncan was 
Enron’s chief auditor. He had been assigned to check Enron’s accounts. David Duncan had 
shredded Enron’s documents in order to hide them from Securities Exchange Committees’ 
Investigators.  

Principles that has been breached: 

Enron and Aurther Anderson had breached integrity and professional behavior   principles. As 
an accountant, Aurther Anderson should disclose to public that Enron was making loss and 
should issue Enron with a qualified audit report. Aurther Anderson should not compromise 
their independence level.  

WorldCom: 

WorldCom was a largest telecommunication industry in United States in the early 1990’s. 
WorldCom provided internet services and phone services for a cheaper price than competitors.  

What went wrong? 

WorldCom began to fall in 1999 due to decline in the stock prices. WorldCom had claimed a 
pretax profit of $7.6billion when the actual scenario WorldCom lost $48.9 billion. WorldCom 
had manipulated its book-keeping. WorldCom’s auditor was Aurther Anderson. Once again, 
Aurther Anderson had breached its independence level.  

Principles that has been breached: 

Worldcom and Aurther Anderson had breached the principles of integrity and    professional 
behavior. Aurther Anderson had not complyied with Generally Accepted Accounting 
Principles (GAAP) and failed their duties as accountants and they had acted in their self-
interest.  

Satyam Industries: 

Satyam Industries was formed in the year of 1987. Satyam’s business nature was Information 
Technology provider.  

What went wrong? 

Satyam had inflated its cash and bank balances. Apart from that, Satyam had also artificially 
boosted its operating profit from 61core to 649 cores. In December 2008, Satyam wanted to 
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acquire two group firms which are Maytas Properties and Maytas Infra. The outflow for these 
acquisition cost $US1.6 billion. This act was against the corporate governance law. 

Principles that has been breached: 

Satyam industries had breached the principles of integrity. Satyam was known as a huge profit 
making industry. Moreover the rise of accounting scandals/ fraud in Malaysia has actually 
prompt the researcher to carry out study on the accountants ethics. Example of law case: 
Maxbiz Corporation Bhd & Anor V Public Investment. In this case there is a breach of the 
fiduciary duty by the Accountant of the Public Investment. This case is filed on January 30, 
2012. 

Accountants need to have skills, competencies, knowledge and experience to make an ethical 
decision. This is because the public lay their trust on the accountants report. Reporting 
independence gives the accountants the right to disclose information to the public. In the event 
there is a fraud in the company, an accountant has the right to disclose it to the shareholders 
and public at large. Moreover, new laws and auditing standards has been enforced to gain the 
public confidence among Accountants and Auditors. However, these laws and regulations will 
not be complete without a proper auditing attitude. This is because the quality of the Audit 
report is primly based on the Individual Auditors Judgment. These judgment is influenced by 
the auditor’s knowledge, experience, skills and competencies in performing the audit task [12].  

1.3 Research Objectives: 

To examine the effects of:  
- Job scope in ethical decision making. 
- Pressure on ethical decision making. 
- Situation on ethical decision making.  
- Behaviour on ethical decision making. 
- Spirituality on ethical decision making. 
- Competencies on ethical decision making. 
- Skills on ethical decision making. 
- Knowledge on ethical decision making. 
- Responsibilities on ethical decision making. 
- Moral intensity on ethical decision making. 
- Ethical climate on ethical decision making. 

2.0 Literature Review 

2.1 Introduction 

The reason this study was carried out is to minimize the ethical issues among professional 
accountants. Apart from that, the researcher is keen in finding out the reasons that have 
contributed to the rise of these ethical issues in an organization and the researcher hopes that 
this study can be useful in rectifying the root cause of ethical issues in an organization and 
prevent unethical acts. 

2.2 Theory of Planned Behavior 

Theory of Planned Behavior tends to understand the factors influencing an individual behavior 
in a time period. Apart from that, it is also believed that individual behaviors can be influenced 
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by attitudes, norms and perceived behavioral control [13]. According to Sheeran [14], People 
intend to do what they want to do. Apart from that, Theory of Planned Behavior also finds that 
human behavior is influenced by various probabilities. This is due to the beliefs on the 
normative expectations of others beliefs about the current factors that may facilitate the 
performance of the behavior [15]. 

TPB also narrates that an individual should have some control to perform an action. Controls 
in the form of knowledge, resources and opportunity to perform a certain behavior. Moreover, 
TPB have two elements which could directly influenced behavior namely intention and 
perceived behavior control [15]. 

Furthermore, TPB considers Perceived Behavior Control as a second determinant of the human 
behavior. Intentions can cause behavior idea is doubted by [16]. According to [14], behavior is 
governed by automatic process. Therefore, the assumption that human behavior is guided by 
automatic process rather than intentions. 

2.3 Skills, Competencies, Knowledge, Responsibilities, Experience 

The prevailing rise of corporate scandals relating Auditors and Accountants has caused the 
public to lose confidence in the judgments of the Professionals of these fields. The output of 
Accountants and Auditors report are being questioned for the validity of the disclosure. This is 
due to the downfall of Multinational Companies despite being audited raised suspicion on the 
quality of the Audited Report and the information that has reached the public at large [17]. 
Moreover, new laws and auditing standards has been enforced to gain the public confidence 
among Accountants and Auditors. However, these laws and regulations will not be complete 
without a proper auditing attitude. This is because the quality of the Audit report is primly 
based on the Individual Auditors Judgment. These judgment is influenced by the auditors 
knowledge, experience, skills and competencies in performing the audit task [12].  

According to [18], technical skills are important as it provides a good understanding on the 
assigned task. Technical skills comprises of factual knowledge on the rules, structure, 
management systems and employees behavior in an organization. Moreover, these skills also 
include the strengths and limitations of a product and service. These skills can be acquired 
through education, training and work experience. 

According to [19], customer is an asset that every business should embrace as customer 
satisfaction is the success of each and every business. Therefore, service recovery is another 
tool to enhance customer satisfaction as customers are able to feed back on the service provided 
and this gives the business another opportunity to address the problems that customer faces and 
ensures that the further service is provided without service failure. Moreover, service recovery 
also encompass the element of asking for an apology, handling the problems or issues 
highlighted by the customer and ensuring customer retention through a business which is able 
to always be aware of the issues that surrounding customers and provide solution in a timely 
manner [20]. 

The code of Professional conduct which is laid down by the International Federation of 
Accountants (IFAC) is integrity, objectivity, professional competence, confidentiality and 
professional conduct.  Auditors or Accountants are required to comply with the code of conduct 
when preparing accounts. These codes of conduct serve as a guideline to the Accountants in 
order to act in fair view. 
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Apart from that, auditors are required to be independent at all times. This is due to ensure that 
they respect and comply the framework which is confronted by the (IFAC). This also will help 
the auditors to ensure compliance when reporting the audited accounts.  According to [21] the 
audited financial statement creates a corporate responsibility between the company managers 
and the stakeholders. This shows the crucial task that the auditors are engaged in providing 
their respective clients.  

2.4 Spiritual Background 

It is believed that Malaysian Indian and Chinese Accountants are more likely to adjust 
themselves to the need of their client as their client is more powerful. These accountants are 
high in power distance compared to Australian accountants. This is due to Malaysia 
accountants can’t decide by their own on what is ethical or unethical act because according to 
the Malaysian culture harmony is being placed where the judgment on ethical involves society 
decision as a whole [22]. 

In the Chinese society harmony within the group is highly emphasised where everyone in the 
group has to prevail a good conduct in a hierarchal order [23]. According to [24] Muslims 
should always ensure that they are doing things which is acceptable by the community. They 
should involve in activities which is not against their Quran teachings. Muslim people should 
embrace the teaching in their daily life. Apart from that, it is believed that Muslim people who 
embrace the Islamic teaching are seem to be more committed to the organization and has a high 
tendency on job satisfaction [25].  

Looking into then behaviour patterns that Muslims need to adopt is basically the patterns which 
have been lay out in the Quran. This behaviour pattern involves the wisdom, maturity and 
obedience [26]. Moreover, the concept of Openness to Experience is seen as a different 
dimension in the Islamic perspectives where the women needs to adorn the hijab, men and 
women are not allowed to be together without a proper relationship, should always be truthful 
in whatever task they are doing and conserves emotional balance when engaging in the decision 
making where they need to uphold and preserves the values taught by the Quran [26]. 

2.5 Job Scope 

International Federation of Accountants has stressed that auditors need to comply with the 
(IFAC’s ) code of ethics in order to ensure that auditors will be able to act in their best way  to 
ensure public interest is being taken care. Furthermore, IFAC also believes that apart from 
integrity and objectivity which is values, culture and values are seem to be the informal factors 
that can also influence the decision making in the audit opinion. 

According to [27] code of ethics is just a guide line for auditors on what they should uphold 
when signing off an audit report. The enforcement of these code of ethics actually initiate the 
moral values that an accountant should have when they are accomplishing their task. Ethical 
conduct is crucial in performing an audit task because the audit profession itself is categorised 
by the trust, independence and integrity. The audit standards and the code of ethics is a strong 
base for the ethical behaviour. Auditors are required to absorb the rules and apply that rules 
when making judgments. The success factor of an auditors are measured by the aspect of 
morality and ethics that is implied when conducting an audit [2]. The public as a whole trust 
the auditors to provide a clean audit report. Auditors should encompass high degree of integrity 
and honesty when preparing an audit report. This is due to the trust of the public on the auditors 
is crucial to ensure that the firm can be on a going concern basis. When the public lost their 
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trust on auditors it will also give a bad impact on the firms reputation and it is difficult to restore 
the trust again [3]. 

2.6 Integrity 

Integrity helps an accountant to act without any bias and choose the right course of action. A 
person who has integrity is believed to act with moral values and cannot be deviated when there 
is a negative situation to handle [28]. Furthermore, lack of independence from auditors is the 
reason for increased level of accounting fraud. Auditors who tend to fulfill all their clients’ 
requirement by passing faulty adjustment and dressing the accountant in the way the client 
desire and non-compliance with the Generally Accepted Accounting Principles (GAAP) have 
caused public to lose their trust in accountants [4].  

Audit conflict can arise between auditors and client when auditors are not in agreeable terms 
of the client. Some clients want company auditors to prepare the audit report according to their 
desire but due to compliance and independence, auditors may not want to follow the request of 
the clients. Auditors have to act in a high integrity to exercise their duties in order to minimize 
or curb accounting scandals from rising further [5]. Accounting profession has a purpose which 
is to serve the public with honesty. Accountants must retain independence all along the 
accounting cycle [6]. According to Whitcomb, Erdener & Li (1998), knowledge of business 
ethics helps in setting a standard for ethical conduct in an organization. Examples of standards 
which have been set are theory of justice, universalism and right theories.  

2.7 Professional Due Diligence 

According to [29], knowledge of business ethics helps in setting a standard for ethical conduct 
in an organization. Examples of standards which have been set are theory of justice, 
universalism and right theories. According to [30], environmental factors are helpful in helping 
accountants to identify what is considered as ethical decision and non-ethical. Accountants 
expand their level of moral reasoning and ethical sensitivity when they are more exposed to 
situational factors as well [27].  

Apart from that, employees have to be sent for more ethical awareness workshop or program 
to enhance the level of ethical sensitivity among them. A leader is chosen based on few qualities 
that can be easily differentiated among ordinary staff members. Leaders should possess skills 
and knowledge of resolving issues regarding dynamic and imbalance environmental 
conditions. Strategic leadership theory helps a leader in making the right decision on handling 
sticky circumstances [31]. Apart from that, it is understood that a person’s ethical sensitivity 
has some relation with the level of their education. If a person is highly educated, it is noted 
that he or she portrays a high level of ethical sensitivity [32].  

2.8 Professional Behavior 

Shaub [33] agreed that ethical orientation has a strong positive link with ethical sensitivity 
since accountants must possess the ability to recognize ethical situations in a professional 
manner. Accountants have the right or ability to choose whether they want to maintain their 
professional status by acknowledging them to be competent and independent [34]. Accountants 
should have their involvement in the profession. Involvement in profession also entails values 
and beliefs in achieving specific goals, committed to the task assigned and able to cope with 
cultural differences and boundaries [35].
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