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ABSTRACT

Failure of the internal auditors (IAs) to appropriately apply fraud risk 
judgment could result in audit failure in revealing fraud and scandals. It 
leads to significant harmful consequences to the IAs’ profession. In carrying 
out their duties, IAs sometimes have to face top management pressure. Tone 
at the top becomes essential in creating an ideal working environment for 
the IAs. Moreover, the lack of professional skepticism has been one factor 
causing an auditor’s failure to achieve the optimal result in detecting fraud. 
The findings from 202 respondents revealed that the IAs who have high 
professional skepticism are more effective in making fraud risk judgments. 
However, the direct influence of the tone at the top on fraud risk judgment 
is not statistically supported. This new finding may help  professional 
regulatory bodies and the internal auditing function consider the profile and 
its necessary environment to elevate  fraud risk judgment to regain public 
trust in the profession. 

KEYWORDS: Fraud Risk Judgment, Professional Skepticism, Tone at 
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INTRODUCTION

The bankruptcy of big companies due to fraud has drastically dropped public 
confidence in the internal auditors’ function (Chambers, 2015; Tabuchi, 
2012). As the 3rd line of defense in an organization, their role as internal 
auditors has been argued due to the enormous report of financial scandals 
in the mass media, such as the PT Jiwasraya case in Indonesia and the 
Toshiba case in Japan. Both cases involved a significant sum of fund loss 
of IDR 37.4 trillion and USD 1.8 billion of mark up profit, respectively. 
The flaws in fraud judgment have also led internal auditors into the process 
of litigation. For example, the media has has scrutinized Toshiba’s internal 
auditors for excluding accounting audits from the internal audit scope since 
they were too focused on providing consulting services to management and 
were not aware of the USD 1.8 billion inflated profit (Erbuga, 2019).  It 
is claimed that the internal auditors’ low judgment performance related to 
internal auditor fraud risk is a significant reason for undetected fraud before 
it became a big published scandal (Tabuchi, 2012). 

Due to corporate scandal, the effectiveness of internal auditing 
functions in fraud risk judgment is commonly questioned and challenged 
by the public. The ACFE report in 2018 specified that the performance 
of internal auditors in uncovering fraud is relatively low since they only 
managed to detect 16% of total cases compared to 48% of total fraud cases 
that were uncovered by tips from whistleblowers. As one of the control 
mechanisms, the internal audit function is ranked as the third most generic 
anti-fraud control installed in 73% of surveyed organizations. However, 
its performance in preventing fraud is deemed very low and ineffective 
(ACFE, 2018). 

Therefore, the internal auditors’ (IAs) fraud risk judgment, together 
with its contributing factors, becomes a significant problem to be discussed 
by  researchers to understand how to improve the IAs fraud risk judgment. 
The environment factor is deemed crucial in the IAs’ working environment 
due to their relationship with the company’s top management as they are 
carrying out the top management’s role in preventing and detecting  fraud 
from happening. On the other hand, the top management itself is the party 
with the most significant probability of committing fraud, making IAs 
conflict with management. Even though IAs are expected to be objective 
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and independent (IIA, 2017), but in a conflict situation, IA’s are likely to 
make judgments favoring the management (Harrell, Taylor, & Chewning, 
1989; Mason & Levy, 2001). 

Professional skepticism is claimed as a key of a successful  audit 
(Bagshaw, 2018) and one of the determinant factors of the quality of fraud 
risk-related judgment (Carpenter & Reimers, 2013). On the other hand, 
Beasley, Carcello, & Hermanson (2001) found that professional skepticism 
is one factor that leads to audit deficiency. The public and other stakeholders 
have scrutinized auditors’ professional skepticism and fraud risk judgment 
along with the leakage of various scandals to the mass media. However, only 
a few studies elaborate on the professional skepticism concept in internal 
auditing (Hurtt, 2010; Johari, Sayed Hussin, & Razali, 2019) leaving  a 
significant gap in the study on the effect of professional skepticism on 
internal auditors. Thus, this study was designed to address the gaps raised 
by investigating the effect of the tone at the top and professional skepticism 
on IAs’ fraud risk judgment.

LITERATURE REVIEW AND HYPOTHESES 
DEVELOPMENT

Fraud Risk Judgment 

In this study, fraud risk judgment refers to a set course of behavior 
to respond to the vulnerability that an entity faces from a capable person 
in combining all three elements of the fraud triangle. Auditors will make 
judgments in every stage of the audit process, in every audit assignment. 
However, when making judgments, auditors are likely to be significantly 
deficient in responding to fraud risk that leads to low fraud detection rates 
(Trompeter, Carpenter, Desai, Jones, & Riley, 2013).  Tschakert (2016) 
suggested that by improving auditors’ judgment in evaluating red flags, 
internal auditors can better-respond to fraud risks and safeguard company 
assets. In line with the finding, some previous studies measured  fraud risk 
judgment by the accuracy in recognizing a set of red flags as predictors 
of fraud occurrences (Fullerton & Durtschi, 2004; Schafer & Schafer, 
2019; Boyle, DeZoort, et al., 2015)”ISSN”:”18732070”,”abstract”:”Th
is study evaluates how the use of alternative fraud model practice aids 
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affects external auditors’ fraud risk judgments. The extant fraud literature, 
including professional audit standards, focuses almost exclusively on the 
fraud triangle model (Cressey, 1973. In contrast, others used various fraud-
related cases  (Vance, 2017; Simon, Smith, & Zimbelman, 2018; Carpenter, 
Reimers, & Fretwell, 2011)researchers and leaders in the profession suggest 
that it may be helpful to internal auditors in assessing and identifying risks. 
In this study, we investigate whether the group interaction associated with 
brainstorming is necessary to reap the benefits of brainstorming for internal 
auditors’ fraud judgments. Guided by psychology theory on cognitive load, 
we also examine whether this group interaction can reduce a response mode 
bias that auditors have exhibited when assessing risk. Consistent with prior 
research on external auditors, we find that internal auditors who brainstorm 
in groups identify fewer fraud risks (i.e., quantity. 

Tone at the Top

People learn by observing others and their environment (Bandura, 
1989). The behavior of top management is constantly scrutinized by 
all employees, including internal auditors. The top management’s daily 
behavior is synthesized into the tone at the top, and all employees will 
make judgments and decisions that are in line with it. (Schwartz, Dunfee, & 
Kline, 2005). Internal auditors’ attitudes towards managements tend to be an 
advocate to them. (Brody & Lowe, 2000; Messier et al., 2011); furthermore, 
they are likely to make judgments aligned with management expectations 
(Harrell et al., 1989; Mason & Levy, 2001). That is why management 
support or tone at the top is essential to fraud risk judgment performance 
as internal auditors’ behavior. Tone at the top significantly affects internal 
auditors’ financial misstatement assessment (Wang & Fargher, 2014) and 
significantly affects fraud risk assessment (Wang & Fargher, 2015). Thus, 
the proposed research hypothesis was :

H1: Tone at the top positively influences internal auditor’s fraud risk 
judgment.

Professional Skepticism 

Professional skepticism consists of a skeptical mindset and a skeptical 
attitude process (Nolder & Kadous, 2018)and inspectors around the globe 
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often identify a lack of skepticism as a root cause of audit deficiencies 
(IFIAR, 2015, 2016. A skeptical mindset is a cognitive process that 
understands the issue, gathers the facts, and performs an analysis. A skeptical 
attitude is a judgment process based on cognitive and affective evaluation. 
The outcome of a skeptical attitude is an intention to behave, and it will be 
followed by behavioral action. Previous studies have provided evidence that 
trait professional skepticism positively influences auditor fraud detection 
performance (Siew et al., 2018)limited studies have attempted to measure 
professional skepticism traits in Malaysia although the concern for auditors’ 
professional skepticism pertaining fraudulent financial reporting has 
increased tremendously since the year 1997. Hurtt’s Professional Skepticism 
Model was adopted in this research to examine the relationship between 
the six professional skepticism characteristics (questioning mind, search 
for knowledge, suspension of judgement, interpersonal understanding, 
self-confidence and self-determining. This statement is in line with Popova  
(2012)  who found that auditors with high-level professional skepticism 
tend to detect errors and use them as initial fraud expectation. It is also 
supported by Fullerton & Durtschi (2004), who found the positive influence 
of professional skepticism on fraud detection performance. Carpenter et 
al. (2002) found that the higher the professional skepticism, the better the 
judgment in assessing the likelihood of fraud occurrence. Furthermore, audit 
partner preference for enhanced professional skepticism leads auditors to 
increase their ability to detect fraud risks and run more relevant procedures 
in detecting fraud (Carpenter & Reimers, 2013). Thus, the proposed research 
hypothesis was:

H2: Auditor’s professional skepticism positively influences internal 
auditor’s fraud risk judgment.

RESEARCH METHOD

Data Collection 

This study used an online questionnaire survey with internal auditors as 
a targeted population. This study used the judgment sampling method since 
it needed suitable resource persons to give specialized feedback in measuring 
fraud risk judgment. The survey respondents were in-house internal auditor 
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practitioners who worked for public and private organizations with a 
minimum of three years of experience as an internal auditor. A total of 
600 self-administered e-questionnaires were distributed to internal auditor 
practitioners in e-questionnaires distribution and collection.  Ultimately, 
208 questionnaires were completed and returned, of which only 202 
questionnaires (33.67%) were valid for further analysis due to outliers. The 
required minimum sample size for this study based on the G*Power 3.1.was 
only 68 samples (Hair, Hult, Ringle & Sarstedt, 2017)we were confident 
the interest in partial least squares structural equation modeling (PLSSEM; 
thus, the 202 samples gathered were considered sufficient and appropriate.

Measures

Fraud risk judgment was measured by a case that contained a set of 
red flags based on the Fraud Triangle Theory (Cressey, 1950). Based on 
the provided case, respondents were asked to judge whether the standard 
audit plan needs to be modified. The nine indicators of construct produced 
a Cronbach’s alpha of 0.903. Professional skepticism was measured using 
a slightly modified version of Robinson et al.’s (2018) multi-dimensional 
12 indicators scale. Respondents were asked their condition when they 
made judgment after they had read the case. The Cronbach alpha of this 
current study was 0.937. For the tone at the Top, respondents were asked 
their perception of the tone of their top management of the organization 
they  worked for. The  6 (six) indicators of the tone t the top scale were 
extracted from Moeller (2014). The Cronbach alpha of the scale in this 
current study was 0.909.

Data Analysis 

This study used the Statistical Package for the Social Science (SPSS) 
software version 23 to analyze the respondents’ data. The data was tested 
through the goodness of measures, descriptive and inferential analysis. 
Since the sample size was sufficiently large, the assumption of normality 
was not required as the Central Limit Theorem ensures that the distribution 
of disturbance term will approximate normality (Schmidt & Finan, 2018). 
Hair Jr, Sarstedt, Ringle, & Gudergan (2018) suggested that a sample size of 
more than 200 is considered a large sample size. Since the total respondents 
in this study were more than 200 or more than 10 samples for each variable, 
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as Schmidt & Finan (2018) suggested, the normality test was not required. 
In this study, parametric tests were conducted. Reliability and validity were 
also tested to verify that the instrument used was reliable and valid.

RESULTS AND DISCUSSION

Respondents’ Demographic Profile

In total, there were 202 respondents involved in this study. All internal 
auditors who worked in the private and public sectors in Indonesia were the 
targeted respondents. The respondent’s profile indicated a high percentage 
of male domination responses (69.3%). Most respondents were from the 
private sector (74.8%), and most of them had accounting backgrounds 
(57.9%). Most respondents were in the middle position of the internal audit 
function (manager level or equivalent 26.8% and assistant manager level 
or equivalent 37.6%). In terms of working experience as internal auditors, 
the composition was 37.6% for 3-7 years; 27.3% for 7-11 years; 18.8%  for 
above 15 years, and 16.3% for 11-15 years.

Data Fitness

The latent variable scores were used in this study. As shown in Table 
1, the fraud risk judgment mean and standard deviation were 4.3626 and 
1.0119, respectively. The professional skepticism and tone at the top means 
were 4.8508 and 4.8172, while the standard deviation of professional 
skepticism and tone at the top were 0.5793 and 0.8092. All construct have 
left-tailed skewed data distribution. The fraud risk judgment and the tone 
at the top had mesocurtic kurtosis, while the professional skepticism tended 
to be platycurtic kurtosis.

Table 1: Data Distribution

Constructs Mean Std. 
Deviation Skewness Excess 

Kurtosis
Fraud Risk Judgment 4.3626 1.0119 -0.862 0.322
Professional Skepticism 4.8508 0.5793 -0.673 1.640
Tone at the Top 4.8172 0.8092 -0.862 0.674



146

MANAGEMENT & ACCOUNTING REVIEW, VOLUME 20 NO. , APRIL 2021

The Common Method Bias (CMB) was problematic if more than 
50% of the total variance was explained only by the first factor (Podsakoff, 
MacKenzie, Lee, & Podsakoff, 2003). It is essential to assess the bias’s 
extent reflected by the Harman single factor (Hair Jr. et al., 2019). This 
study’s unrotated factor analysis showed that the first factor explained 
29.522% of the total variance of 69.405%. Thus, CMB confirmed was not 
an issue in this study. 

Correlation Analysis 

Table 2 highlights the Pearson correlation analysis between variables. 
The professional skepticism (STPS) was significantly positively correlated 
with fraud risk judgment (FRJP) and tone at the top. However, the tone at 
the top (TATT) was not significantly correlated with fraud risk judgment 
as the Pearson correlation value was close to zero (0.041).

Table 2: Correlation Analysis
FRJP STPS TATT

FRJP 1.000
STPS   0.388 a 1.000
TATT  0.041  0.295a  1.000

a Correlation is significant at the level 0.01 level (one-tailed)

Regression Analysis

The Variance Inflation Factors (VIF) were used to check collinearity 
issue. Any value of VIF higher than 3.3 means the collinearity is an 
issue (Diamantopoulos & Siguaw, 2006). The VIF between professional 
skepticism and fraud risk judgment was 1.095, and the VIF between tone 
at the top and fraud risk judgment is 1.096. Therefore, it can be indicated 
that collinearity was not an issue in this study.
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Table 3: Regression Analysis

Variables Unstandardized
Coefficients

Standardized 
Coefficients t-stat p-value

Constant  1.356  2.239 0.026
Professional 
Skepticism

 0.719  0.412  6.043 0.000

Tone at the Top -0.100 -0.080 -1.772 0.243
R  = 0.396a

R² = 0.156
R² Adjusted = 0.148
F-statistic (p-value) = 18.458 (.000)
Durbin Watson statistic = 1.848
Significance at p < 0.05

Table 3 provides the results for hypotheses testing. The results 
showed that the relationship between professional skepticism and fraud risk 
judgment was positively significant, and the path coefficient was 0.412. (t 
statistic = 6.043; p < 0.01). Thus, H1 was supported. The result is supported 
by previous studies of Popova (2012), Fullerton & Durtschi (2004), 
Carpenter et al. (2002), and Carpenter & Reimers (2013). Professional 
skepticism can lead the auditors to be alert to the contradiction among the 
evidence obtained, the reliability of the evidence, the responses of auditees 
that can be used as evidence, and the probability of fraud circumstances 
that lead to additional audit procedures. Consequently, in a high state of 
professional skepticism, internal auditors can avoid misleading conclusions 
from gathering evidence and the risk of overlooking conditions that may 
lead to possible fraud.

As regard H2, the beta was a negative value, and the t-values and 
the p-value indicated insignificant results (b = -0.082; t = 0.978: and p > 
0.05). Therefore, H2 can not be supported, which meant the tone at the 
top had no significant relationship with fraud risk judgment. The samples 
were taken based on the judgment sampling method that excludes internal 
auditors who have working experience of fewer than three years. Therefore, 
the sample taken were  mature persons who have a free mind in applying  
fraud risk judgment. Moreover, internal auditors have professional and 
ethical responsibilities to society. They must behave and carry out their 
duties according to professional and ethical standards regardless of 
threats from other parties and actions of previous auditees’, including top 
management threats and actions. A low tone at the top indicates a weak 
control environment. As the Committee of Sponsoring Organizations of 
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the Treadway Commission (COSO) internal control concept’s foundation, 
a weak control environment indicates that other COSO internal control 
elements such as risk assessment, control activities, information & 
communication, and monitoring activities are not implemented effectively. 
The low tone at the top should be an indication that fraud may occur. 
Previous studies suggested contrary results. Wang & Fargher (2015) 
suggested a  negative relationship between tone at the top and fraud risk 
judgment. On the contrary, Bahtiar et al. (2017)  found that tone at the top 
positively influences fraud detection performance. 

Table 3 also provides the R2 value that reflected the fraud risk judgment 
variance explained by professional skepticism and tone at the top in the 
research model. As shown in the Table, the R2 of fraud risk judgment is 
0.156, which denoted that the independent variables (tone at the top and 
professional skepticism) explained 15.6% of the variance in the dependent 
variable (fraud risk judgment). 

CONCLUSION AND RECOMMENDATION

As a means to prevent and detect fraud occurrence, the importance of tone 
at the top and professional skepticism on fraud risk judgment cannot be 
underestimated. This study contributes to the literature on the significant 
role of individual factors (professional skepticism) and environment factors 
(tone at the top) and their effect on internal auditors’ fraud risk judgment. 

This study provided evidence on the influence of professional 
skepticism and tone at the top on internal auditors’ performance in judging 
fraud risk. The findings also give input to regulatory bodies of the internal 
auditor profession. The regulatory bodies should take proactive action in 
ensuring that the attributed standard is updated to match the internal auditor 
profile with  current needs. The regulatory bodies should ensure that the 
performance standard is kept updated to address independence impairment 
due to top management threats.

Some issues arise beyond control. The sample was taken using 
Judgment Sampling since the provided case in the questionnaire needed 
respondents with specific criteria who had enough experience to recognize 
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risks and control related to fraud. Thus judgment sampling was the 
best available option to consider; however, it may slightly alleviate the 
generalizability of findings compare to those with random sampling. The 
study also creates opportunities for future research that could benefit from 
this study output, such as exploratory research to further examine on the 
state professional skepticism measurement. 

REFERENCES

ACFE. (2018). Report to the Nations 2018 Global Study on Occupational 
Fraud and Abuse. Retrieved from https://s3-us-west-2.amazonaws.com/
acfepublic/2018-report-to-the-nations.pdf

Bagshaw, K. (2018). Professional Skepticism: The Heart of Audit | 
IFAC. Retrieved December 15, 2018, from https://www.ifac.org/
global-knowledge-gateway/audit-assurance/discussion/professional-
skepticism-heart-audit

Bahtiar, Pagalung, G., Habbe, A. H., & Harryanto. (2017). The Effects of 
Audit Experience, Trust and Information Technology on the Professional 
Skepticism and Ability in Detecting Fraud by Internal Bank Auditors 
in Jakarta, Indonesia Gagaring Pagalung. Scientific Research Journal, 
V(IX), 1–9. Retrieved from www.scirj.org

Bandura, A. (1989). Social Cognitive Theory. In R. Vasta (Ed.), Annals 
of child development. Vol. 6. Six theories of child development (Vol. 
6, pp. 1–60). Greenwich: CT JAI Press. https://doi.org/10.1111/1467-
839X.00024

Beasley, M., V.Carcello, J., & Hermanson, D. R. (2001). Top 10 
Audit Deficiencies.: EBSCOhost. Journal of Accountancy, 
191(4), 63–66. Retrieved from http://web.b.ebscohost.com/
ehost/pdfviewer/pdfviewer?sid=5c4699ff-6613-4a08-955b-
019512d60283%40sessionmgr120&vid=1&hid=118

Boyle, D. M., DeZoort, F. T., & Hermanson, D. R. (2015). The Effect of 
Alternative Fraud Model Use on Auditors’ Fraud Risk Judgments. 



150

MANAGEMENT & ACCOUNTING REVIEW, VOLUME 20 NO. , APRIL 2021

Journal of Accounting and Public Policy, 34(6), 578–596. https://doi.
org/10.1016/j.jaccpubpol.2015.05.006

Brody, R. G., & Lowe, D. J. (2000). The New Role of the Internal Auditor: 
Implications for Internal Auditor Objectivity. International Journal 
of Auditing, 4(2), 169–176. https://doi.org/10.1111/1099-1123.00311

Carpenter, T. D., & Reimers, J. L. (2013). Professional Skepticism: The 
Effects of a Partner’s Influence and The Level of Fraud Indicators 
on Auditors’ Fraud Judgments and Actions. Behavioral Research in 
Accounting, 25(2). https://doi.org/10.2308_bria-50468

Carpenter, T. D., Reimers, J. L., & Fretwell, P. Z. (2011). Internal Auditors’ 
Fraud Judgments: The Benefits of Brainstorming in Groups. Auditing: A 
Journal of Practice & Theory, 30(3), 211–224. https://doi.org/10.2308/
ajpt-10054

Carpenter, T., Durtschi, C., & Gaynor, L. M. (2002). The Role of Experience 
in Professional Skepticism, Knowledge Acquisition, and Fraud 
Detection. Retrieved from https://pdfs.semanticscholar.org/ba63/
b71a84e3095662c1a7d821bf1bbb5489df87.pdf

Chambers, R. (2015).  Lessons From Toshiba: When Corporate Scandals 
Implicate Internal Audit. Retrieved December 22, 2018, from https://
iaonline.theiia.org/blogs/chambers/2015/lessons-from-toshiba-when-
corporate-scandals-implicate-internal-audit

Cressey, D. R. (1950). The Criminal Violation of Financial Trust. American 
Sociological Review, 15(6), 738–743.

Diamantopoulos, A., & Siguaw, J. A. (2006). Formative versus Reflective 
Indicators in Organizational Measure Development: A Comparison and 
Empirical Illustration. British Journal of Management, 17(4), 263–282. 
https://doi.org/10.1111/j.1467-8551.2006.00500.x

Erbuga, G. S. (2019). Yes, but Was It a Real Audit? The Toshiba Case. 
Internal Auditing & Risk Management, 1(53), 89–102. Retrieved from 
https://www.researchgate.net/publication/336892371



151

THE EFFECTS OF TONE AT THE TOP AND PROFESSIONAL SKEPTICISM

Fullerton, R., & Durtschi, C. (2004). The Effect of Professional Skepticism 
on the Fraud Detection Skills of Internal Auditors. Ssrn, (435). https://
doi.org/10.2139/ssrn.617062

Hair Jr, J. F., Black, W. C., Babin, B. J., & Anderson, R. E. (2019). 
Multivariate Data Analysis (8th ed.). Hampshire, UK: Cengage. https://
doi.org/10.1002/9781119409137.ch4

Hair Jr, J. F., Hult, G. T. M., Ringle, C. M., & Sarstedt, M. (2017). A Primer 
on Partial Least Squares Structural Equation Modeling (PLS-SEM). 
Sage (2nd Ed.). Los Angeles: SAGE Publications,Inc.

Hair Jr, J. F., Sarstedt, M., Ringle, C. M., & Gudergan, S. P. (2018). Advanced 
Issues in Partial Least Squares Structural Equation Modeling. Journal 
of Petrology (Vol. 369). Thousand Oaks, CA: SAGE Publications,Inc.

Harrell, A., Taylor, M., & Chewning, E. (1989). An examination of 
management’s ability to bias the professional objectivity of internal 
auditors. Accounting, Organizations and Society, 14(3), 259–269. 
https://doi.org/10.1016/0361-3682(89)90027-5

Hurtt, R. K. (2010). Development of a scale to measure professional 
skepticism. Auditing: A Journal of Practice & Theory, 29(1), 149–171. 
https://doi.org/10.2308/aud.2010.29.1.149

IIA. (2017). International Professional Practices Framework : Implementation 
Guide. The IIA Global. Retrieved from https://www.iia.nl/SiteFiles/
Download/2017-Implementation-Guide-ALL.pdf

Johari, R. J., Sayed Hussin, S. A. H., & Razali. (2019). Professional 
Skepticism and Internal Auditior in Malaysia. In Article of Merit Awards 
on PAIB 2018 (pp. 19–36). Malaysian Institute of Accountants.

Mason, J. david, & Levy, L. G. (2001). The Use of The Latent Constructs 
Method in Behavioral Accounting Research: The Measurement of Client 
Advocacy. Advances in Taxation, 13, 123–139. https://doi.org/10.1108/
S1058-7497(2010)0000019003



152

MANAGEMENT & ACCOUNTING REVIEW, VOLUME 20 NO. , APRIL 2021

Messier, W. F., Reynolds, J. K., Simon, C. A., & Wood, D. A. (2011). The 
effect of using the internal audit function as a management training 
ground on the external auditor’s reliance decision. Accounting Review, 
86(6), 2131–2154. https://doi.org/10.2308/accr-10136

Moeller, R. R. (2014). Executive’s Guide to COSO Internal Controls 
Understanding and Implementing the New Framework. John Wiley & 
Sons. Hoboken, New Jersey.

Nolder, C. J., & Kadous, K. (2018). Grounding the professional skepticism 
construct in mindset and attitude theory: A way forward. Accounting, 
Organizations and Society, 67(March), 1–14. https://doi.org/10.1016/j.
aos.2018.03.010

Podsakoff, P. M., MacKenzie, S. B., Lee, J. Y., & Podsakoff, N. P. 
(2003). Common Method Biases in Behavioral Research: A Critical 
Review of the Literature and Recommended Remedies. Journal of 
Applied Psychology, 88(5), 879–903. https://doi.org/10.1037/0021-
9010.88.5.879

Popova, V. (2012). Exploration of skepticism, client-specific experiences, 
and audit judgments. Managerial Auditing Journal, 28(2), 140–160. 
https://doi.org/doi.org/10.1108/02686901311284540

Robinson, S. N., Curtis, M. B., & Robertson, J. C. (2018). Disentangling 
the trait and state components of professional skepticism: Specifying 
a process for state scale development. Auditing: A Journal of Practice 
& Theory, 37(1), 215–235. https://doi.org/10.2308/ajpt-51738

Schafer, B. A., & Schafer, J. K. (2019). Interpersonal Affect, Accountability 
and Experience in Auditor Fraud Risk Judgments and the Processing of 
Fraud Cues. Advances in Accounting Behavioral Research, 22, 43–65. 
https://doi.org/10.1108/s1475-148820190000022004

Schmidt, A. F., & Finan, C. (2018). Linear Regression and the Normality 
Assumption. Journal of Clinical Epidemiology, 98, 146–151. https://
doi.org/10.1016/j.jclinepi.2017.12.006



153

THE EFFECTS OF TONE AT THE TOP AND PROFESSIONAL SKEPTICISM

Schwartz, M. S., Dunfee, T. W., & Kline, M. J. (2005). Tone at the top: An 
ethics code for directors? Journal of Business Ethics, 58(1), 79–100. 
https://doi.org/10.1007/s10551-005-1390-y

Siew, C.-S., Zen, C.-C., Tazilah-Mohd Afiq, K., Hui, L.-Z., Ying, T.-P., & 
Mary, V.-S. (2018). A Study on the Relationship Between Professional 
Skepticism Characteristics and Auditors’ Fraud Detection in Malaysian 
Context. In International Conference on Business, Accounting, Finance 
and Economics. Kampar, Perak, Malaysia.

Simon, C. A., Smith, J. L., & Zimbelman, M. F. (2018). The Influence 
of Judgment Decomposition on Auditors’ Fraud Risk Assessments: 
Some Trade-Offs. Accounting Review, 93(5), 273–291. https://doi.
org/10.2308/accr-52024

Tabuchi, H. (2012). Olympus Sues Executives Over Cover-Up - The New 
York Times. Retrieved December 12, 2018, from https://www.nytimes.
com/2012/01/11/business/global/olympus-sues-executives-over-cover-
up.html

Trompeter, G., Carpenter, T., Desai, N., Jones, K., & Riley, R. (2013). A 
Synthesis of Fraud Related Research. Auditing: A Journal of Practice 
& Theory (Vol. 32). https://doi.org/10.2308/accr-50982

Tschakert, N. (2016). The Red Flags of Fraud: Internal Auditors’ Knowledge 
of the Business Makes Them Ideal Candidates to Detect Unethical 
Behaviors. Retrieved February 8, 2019, from https://iaonline.theiia.
org/2016/pages/the-red-flags-of-fraud.aspx

Vance, C. E. (2017). The Effects of the Presence of Fraud and Auditor 
Certification Considering Professional Skepticism on Fraud Risk 
Assessment Performance. Northcentral University, San Diego, 
California.

Wang, I. Z., & Fargher, N. (2014). The Effects of Tone at the top on Internal 
Auditors’ Assessments of Financial Misstatements.



154

MANAGEMENT & ACCOUNTING REVIEW, VOLUME 20 NO. , APRIL 2021

Wang, I. Z., & Fargher, N. (2015). The Effects of Tone at the Top and 
Coordination with External Auditors on Internal Auditors’ Fraud 
Risk Assessments. Accounting and Finance. https://doi.org/10.1111/
acfi.12191


