Journ

wrnal of Academic Minds ol 5, No. 1, 79-92. 2011

The Determinant Factors for Ethical
Judgments

Maheran Zakaria
Junaidah Hanim Ahmad
Nazmi Mohamed Zin
Universiti Teknologi MARA, Kelantan
SEmail: maher83S@kelantan.uitm.edu.my

ABSTRACT

lhe public has been dismaved and angered by the catastrophic collapse of
giant corporations throughout the world such as Enron, Xerox, WorldCom,

Parmalat, Tico and Barings Bank, which resulted from a succession of financial
scandals. Such unfortunate scandals have also happened in Malaysia, such as
those involving Transmile Group, Perwaja and Southern Bank. The fact that
these scandals are becoming more frequent these days has spurred interest in

studies of ethics. In addition, the public always associate these unethical

scandals with unethical judgments. In light of this issue, the objective of this

study is to examine the determinant factors for ethical judgments. Three

hvpothesized relationships were tested using the samples of 260 Universiti

Teknologi MARA Kelantan Accounting students. The results derived from the

regression analyses concluded that knowledge of ethics and religiosity are

strongly associated with ethical judgments. However, organizational ethical

climate does not have any relationship with ethical judgments. The empirical

results provide an insight for higher learning institutions in cultivating future

accountants’ ethical judgments towards nurturing a fully ethical society.

Keywords: organizational ethical culture, religiosity, knowledge of ethics,

ethical judgments

Introduction

The primary duty of accounting profession is to offer fiduciary services
to the society (International Federation of Accountants, 2005). These
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the judgment and t‘xpcrtiée of'the profcssionalsf (Broo ,S beon e;( ).
Clie elationship is s tundamental, that profcssto-nalsz have 76; Fl’)elCth
1 Make personal sacrifices, if the welfare of their clients or: ¢pu l i iy
At stake. However, recen development on financial sCa'fdac? 1an0 \t;lt.lg
Companies argung the world, including Malaysia, had frustrate . the public,
Among the Well-known examples are Barings Bank, Enron, Afthl‘lr
Andersen, WorldCom, as well as Transmile, Megan Media and PKFZ i,

alaysia. The increasing number of financial fiascos around t'he world
has somehow made the public aware that accounting professmnal‘s no
longer serve the society, Rather, the emphasis appears to have shifteq
toward the accountantg’ and auditors’ own interest (Patterson, 1994), {\11
these accusations have adversely affected the reputation of the accounting
Profession; the public lost their trust and confidence that leads call to
reform the profession,

What causes the financial scandals? Many believe that to be g
good professional accountant, one needs to master the accounting and
auditing techniques, However, relatively few financial scandals are actually
caused by methodological errors in the application of the techniques,
Most are actually caused by errors jn judgment on the appropriate use of

the techniques or the disclosure related to it (Brooks & Dunn, 2008),

Though some of these errors in judgment may be due to misinterpretation

of the problem, many others are the result of lack of attention on the

stemmed from lack of integrity suc
neglect of fiduciary duties,

The scandals have brought attention to the role of higher learning

the students or

workplace in the future (Malone, 2006). While man
ethical values, which lead to ethica Jjudgments should be
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Ihe Determinant Factors for Ethical Judgments

above others, including their own interests. Inorder to restore the public
contidence in the profession, it is vital that future accountants are able to
make ethical judgments. Thus, factors affecting ethical judgments among
accounting students need to be identitied.

Fthical judgments are judgments by which an individual, who is
facing an ethical dilemma, evaluates the cthical problems, consider
alternatives and choose the ones that best solve the problem to attain the
most beneticial outcomes (Fang, 2006). The philosophers have studied
varieties of standards and business cthicists have built the appropriate
standards in their work. For example, the General Theory of Marketing
Ethics (Hunt & Vitell, 1993; 1986) posits that individual’s personalities,
religiosity, protessional and industry environment as well as organizational
cthical culture influence the formation tor ethical judgments.

Organizational ethical culture is conceptualised as the perceptions of
members on the extent of their organization's commitment in relation to the
establishment and enforcement of rules and procedures contined to ethical
issues towards their employees and management Victor and Cullen (1988).
Ampofo (2004) opined that organizational ethical culture is the subset of
organizational ethical norms that deals with codes of ethics, ethical
enforcement, disciplinary committees and ethical philosophies of its internal
stakeholders. Fang (2006) added that organizational ethical culture will
build up ethical perceptions and these perceptions will indirectly help
organizational members to more likely form ethical judgments. The
organization that strives to create an ethical culture in its company should
not only have the code of conduct, but should also ensure that it is followed
by enforcing the code in the form of authority (Doughlas et al., 2001
Jones. 1991; Finn et al., 1988: Trevino, 1986).

Religiosity is conceptualised as the degree of which an individual 18
considered religious. Religiosity is also believed to have an impact on
ethical judgments and behaviour (Engel et al.,, 1995). Knowledge of ethics
refers to the level of knowledge grasped by professional members
regarding ethical standards issued by a professional body (Zeigentuss &
Martinson. 2002). These ethical standards of professional’s code of ethics
are issued to govern members ethical behaviour and judgments (Steven
etal.. 2003: Moizer, 1995). In addition, these ethical standards would also
enhance the public’s confidence on the profession

Previous studies have proven several factors that significantly atfect
cthical judgments such as organizational ethical culture (Zakaria et al.,
2009: Aw. 2006; Marta, 1999: Patterson, 1994), religiosity (Rashid &

o)
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o 5: Marta, 1999) and knowledge of ethigg
Ibrahim (2008) Lindridge, 2005; M: Zeigenfuss & Martingon 2002
(Zakaria etal., 2009; Steven et al., 2003; Zeig s are developed in t, d ’)
Inaddition, as believed by many, future k?ade_lsa intends to in O.ays
classrooms (Malone, 2006). As such, this study inte b gestlgate
these factors using accounting students who are expected to be future
ace i 2SS1 Is. . :
MOU\I;ES]LZ rl;rg(;iiisfootl}]]?s, the study aims to cxamine the followxngs. First,
IS t0 examine the relationship between organizational et!ucal ?lﬂture and
ethical judgments. Second, it aims to examine the re!athHShlp b.etWeen
religiosity and ethical judgments and third, is to examine the I‘elatlonshjp
between knowledge of ethics and ethical judgments.

Methodology

Sample and Data Collection

The study uses a self administered survey in which data were collected
via research instruments completed by respondents, The research
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The Determinant Factors for Ethical Judgments

Operationalisation of Variables

The study examines one dependent variable (ethical judgments) and three
independent variables (knowledge of ethics, religiosity and organizational
cthical culture).

Ethical judgments are measured by 7 cthical scenarios faced by
students which were adopted from Zakaria et al., (2005). Participants
were required to state their degree of agreement with the action described
in the scenarios on a 7-point Likert scale (from 1 = strongly disagree to 7
= strongly agree). Each score from the scenario would be added and
divided by the total number of scenarios to derive the mean value. A hi gh
score indicates that the participant is more likely to form ethical judgments
(participant perceives the situation is unethical). On the other hand, a low
score indicates that the participant is less likely to form ethical judgments
(participant perceives the situation as ethical).

Organizational ethical culture is measured using an instrument
developed by Hunt and Vitell (1986). The instrument contains 9 questions
concerning the perception of the top management and peers’ ethical
behaviour and the management commitment in developing a sound ethical
culture. Participants are requested to give their response on a 7-point
Likert scale ranging from “strongly disagree” (1) to “strongly agree” (7).
The scores are averaged to obtain the mean value.

Religiosity is measured based on the instrument developed by Marta
(1999) on a 7-point Likert scale ranging from “strongly disagree” (1) to
“strongly agree” (7). According to Marta (1999) the scale is universal
and has been tested on various religions in the US such as Christian,
Buddhist, Jews, Muslim and Hinduism. The scores are averaged to obtain
the mean value. A high score indicates that a participant is high in religiosity,
whilst a low score indicates that a participant is low in religiosity.

Knowledge of ethics is assessed based on the respondents’
understanding of Malaysian Institute of Accountants (MIA) By-Laws
on professional code of ethics. The participants were required to indicate
their understandings of nine scenarios that included fees, method of practice,
advertising, competence and due care, loans granted to clients, commission,
referrals, changes on professional appointment, and confidentiality. The
instruments were adopted from Zakaria et al. (2010). The scores are
averaged to obtain the mean value. A high score indicates that the

participant has a high level of knowledge of MIA By-Laws on professional
code of ethics. On the other hand, a low score indicates that the participant
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Religiosity and Ethical Judgments

Many studies indicate positive relations.hip between religiosity and eﬂﬁmﬂ
judgments. For example Rashid & Ibrahim (2008) fomd t.haF rel‘lgpsny s
positively related to ethical judgments of students in public institutions of
higher learning. Likewise, King and Crowther (2004) found that there i5
arelationship between religiosity and spirituality with individual’s behaviour
and judgments. In addition, Marta (1999) found that religious respondents
are more likely to form ethical judgments. Therefore, it is expected that
those who obtained higher religiosity score are more likely to form ethical
judgments. As such, the following hypothesis is developed.

H,: Religiosity is positively related to ethical judgments

Knowledge of Ethics and Ethical Jjudgments

Most of the professional bodies have their own ethical standards. This is
to ensure that members know the dos and don’ts in dealing with their job
frﬁzt;;;SMoreover, ethical standard also provides guidelines of how
profession:erzxp?aed to behave and form judgments according to the
who possess h?lﬁrlemems (Gunz et al., 2002). It is expected that those
ethical jud gh level of ethical knowledge are more likely to form
gments. As such, the following hypothesis is formulated.
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—_—
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Figure 1: Research Framework

H,: Knowledge of ethics is positively related to ethical judgments

Results and Discussion

Demographic Profile of Respondents

The demographic profiles of respondents in this study are reported in
Table 1. Based on the table, participants consist of 38 (15 .6%) males
and 206 (84.4%) females. Only 1 respondent (0.4%) consists of
Bumiputera with Christianity as the religion while the rest are Muslim
Malays. In terms of education, 42 (17.2%) are SPM holders, 7 (2.9%)
are STPM holders and the remaining 195 (79.9%) are diploma holders.
A total of 108 respondents (44.3%) admitted that they had encountered

some form of unethical situations during their studies while the rest 136
(55.7%) had not.

Descriptive Statistics

Table 2 represents the descriptive statistics of the variables under study.
The mean values of ethical judgments, organizational ethical culture,
religiosity and knowledge of ethics are 2.72, 5.85, 2.21 and 2.36
respectively. Meanwhile, the standard deviations of ethical judgments,
organizational ethical culture, religiosity and knowledge of ethics are 1.63,
1.17, 1.41 and 1.35 respectively.
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No ftem 38 15.60

{  Gender 206 84.40
mMale
Female 243 99.6

2 haoe 1 40
Malay
gumiputia - PN’ 043 99.6

3 Rl 1 40
Muslim
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4 gigr;]est level of education 42 17.20
SPM 7 2.90
STPM 195 79.90
Diploma , -+ otioNS

5 Have encountered unethical situa 108 44,30
Yes 136 55.70
No

Notes: N = 244

Table 2: Descriptive Statistics

Variables Mean Percentage Standard

Deviation
Ethical judgments 2.72 38.86 1.63
Religiosity 5.85 83.55 1.17
Organizational ethical culture 2.21 31.57 1.41
Knowledge of ethics 2.36 33.71 1.35
Notes: N = 244

1 .
The mean values of the four variables are obtained by averaging
Hhe respective scores of question items. Mea
obtained when the mean values are divided b
and multiplied by 100. Based on the percen

categorized into three

SS than 33-_3% IS Ca'[efi’f)\llleZ]Z(;}:lztl?)I; lg)(:;)l'::f)rage and hlgh A score of
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The Deterninant Factors for Ethical Judgmenis

Correlation Analysis

carson correlation between variables.
The results show that there are positive bivariate relationships between
organizational cthical culture, religiosity and knowledge of ethics and
cthical judgments. The table also shows that the relationships among
independent variables are relatively Jow which indicate that the
multicollenearity issue is not the main concern here.

Table 3 depicts the analysis of P

Table 3: Correlation Analysis

Variables n @ @ @
1 Ethical judgments 1.00

2 Organizational ethical culture .016 1.00

3 Religiosity 417 04 1.00

4 Knowledge of ethics A7 08 .06 1.00

** p< .01 (2-tailed), "p < .05 (2-tailed)
» Correlation is significant at the 0.05 level (2-tailed).

Hypotheses Testing

The hypotheses of the study have been tested by using the regression
analysis. The ethical judgments are regressed against organizational ethical
culture, religiosity and knowledge of ethics. The results of the regression

analysis are depicted in Table 4.

Table 4: Results of Regression Analysis

Predictors Std. B
Ethical judgments

Organizational ethical culture .016
Religiosity . 197
Knowledge of ethics . 321
R? 48
Adjusted A* .32
R? change .48
F-value 3.034**
F-change 3.034

Note: ** p < .01, “p<.05
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Discussion, Implications and Limitations

The objective of this study is to examine the influence of of
ethical culture, religiosity and knowledge of ethics on ethic
among UiTM Kelantan Branch accounting students. The statisticy) resultg
indicate that two out of three hypotheses are supported. The ﬁndings
therefore, are consistent with past studies (Zakaria et al., 2010; Zakari,
etal., 2009; Rashid & Ibrahim, 2008; Marta, 1999). Fro

m the results, it
can be concluded that having high knowledge in MIA By-Laws on
professional code of ethics i

nereases the formation of ethica] judgmems_
Likewise, high level of religiosity also increases the formation of ethica]
Judgments.
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mmw:\‘;i ‘l“‘l:\‘:\tll‘ll::\::l\\“ I:ns ;Cl\/(:l‘;.l! |i|\1||f|'\i()||s l‘hnl. may potentially
considered when ilitcn;rc:i'l‘\:l|\'c\|t'cl:171ll|::: wll':::("n ')'l‘l"!"‘:‘; ;H ""f’“l" "
this study i other rescarch s'cllindw "I‘hc first I‘illnlil'yll'nk 5 ”-17'?"":('”
respondents were required to l“ - t“i - " ' l “?” "f"u h "M‘

| orm judgments based on limited information
provided in the scenarios. However, in the real working environments,
““"Pﬂ‘ndcms would normally require additional information. Itis suggested
that future studics involve an in-depth interview besides including more
cthical scenarios.

Second, the study employs a cross-sectional approach which limits
the respondents’ views and opinions. It would be better for the study to
adopt a longitudinal approach, whereby the respondents are required to
respond to the questions at the entry level and after completion of their
studies. Researchers should consider this approach in their future studies.

Third, this study focuses on UiTM Kelantan Accounting students
alone. The findings obtained may not be generalized to other samples
across the industries such as banking and public services, and regions
such as Kuala Lumpur and Johor. The same research however, could be
replicated using different samples in other industries and regions.

Conclusion

From the findings, it can be concluded that religiosity and knowledge of
hical judgments. It is hoped that

ethics contribute significantly towards et
the findings of this study would help the institutions of higher learning and

educators to inculcate religious and ethics values in academic curriculum
and their teachings. The academic curriculum must not only equip the
students with the technical competency; it should also guide them to
make ethical judgments. Enhancing ethical judgment skills among the

students is a challenge to educators in order to produce accountants

equipped with integrity and thus regain the public truston the professions.
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