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Abstract

Auditormoralissueisan interesting topicfor study. This study aimsto determine the
relationshipbetween thelevelof auditor’s moral developmentwithethicaljudgment. Theoretical
approaches/models are used as guides for exploring the influence of moral reasoning of public
accountants is Kolhberg’s model of moral development (Kolhberg 1982). The study was
conductedin thepublic accounting firmof East Javaamounted 97 auditors. Data were
collectedbyquestionnaireandinterviewtechniques. Data analysis using multiple regression and t-
test (different test) todeterminethe effect of thelevelof auditor’s moral developmenton ethical
judgment. The result shows thatlevel of moral development and auditor’s experience have
signifficant effect on ethical judgment but this research found that there is no correlation between
gender, education, level/position of auditor, and age on ethical judgment. This research

suggested to further research developing research model dan sample.
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l. INTRODUCTION

Auditoralways in the spotlightof variousparties becauseof corporatescandalsthat happened.
Enronscandalthat occurredin 2001was onecase ofmanipulation offinancial statementsmade by the
company. TheEnroncaseinvolvingthe firmArthurAndersonasthe externalauditorofthe
companyEnron. Inthiscase, ArthurAndersonviolated the codeof conductthat should be
ownedbyan auditor: independence andintegrity. Independence andintegrityof an auditorwill

affect thequality of theaudit.

Brooks(1989), quoted by Ludigdo(2005) said thatthe quality ofaccounting servicesis a
functionoftechnicalcompetenceandjudgment(judgment)  where  theconsiderationisdependent
onthe integrity ofaccountantswho make decisions. In conducting thefinancialaudit, whichisone of
the  areasof  expertiseof  accountants,  accountantsare  required  tonotonlyhave
thetechnicalcompetencebutalsomorallyshould be freeofconflicts of interest(independent). With
thecompetence and independence, the accountant willbe able tomake judgments

anddecisionsconcerning theproperobject ofthe audit.

Auditorsare oftenfaced withdifficult decisionswhenfaced witha dilemmasituation. Dilemma
situationarisesas a consequenceof conflictauditbecause the auditoris in a situationof decision-
makingrelated tothe decisionthatethical or unethical. Thesituationin the conflictauditformed
becausethere are partiesinterested in theauditor's decision so thatthe auditoris facedwith the
choice ofethical and unethicaldecisions. Auditorsexpect thattheir behaviorwill notharm the
company. This is  becausethe  auditorhasto  becompliance  witha code  of
ethicsthatsometimesconflictandethicaldilemmasoften facedbyan auditorwhenfaced witha difficult
situation todecide. Whenauditorsconfronted withthis conditions, moralconsiderationshavea very

important rolein making decisionsby looking atthe consequences ofhis decision.

GafikkinandLindawati(2012) stated thatmoralconsiderationsare definedas argumentshow
individualsshould actorgivea reason tojustifyorcriticizethe behavior ofwhycertainbehavioris
considered as good and another not. Furthermore, GafikkinandLindawati(2012) provides
empirical evidence thatmoraldevelopmentis avery important componentandinfluence

themoraljudgmentof an auditor. The results alsofound thatthe level ofprofessionalism ofan
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auditoris determinedby the level ofmoral development. Because of that, moral developmentof

individualsimprove theeffectiveness of theimplementation of thecode of ethicsof auditors.

The development ofmoral reasoning(cognitivemoraldevelopment), often calledmoral
conscience(moral reasoning, moraljudgment, moralthinking)is a decisive factorwhichdelivered
tomoralbehaviorinethical decision making, so astofindan actualmoralbehaviorcan only
betracedthroughreasoning. That is, themorallycorrectmeasurementnotonlyobserve themoral
behaviorthat looks, butshould look at themoral senseunderlyingthedecision ofmoral behavior. By

measuringthe level ofmoralawarenesswillbe able to knowthelevel of moral(Jones, 1991).

Kholberg(1969) examined themoral developmentof individualsanddivide it intothree (3)
levels, namelypre-conventional, conventionalandpost-conventional, known as
cognitivemoraljudgment.Pre-conventional levelis the lowest levelthathas twostages /phases.
Thislevelsuggests thatan act wasimmoralornotcorrelatedwithreward and punishment system. In
this case, an auditorwhohas a levelof moral developmentonthis levelact/behavejustto get
arewardortoavoidpunishmentandthis  actionis the lowestin  thecognitivemoraljudgments.
Furthermore, conventionallevelismoral developmentwhichis inthe second
levelwherethelevelisanaction orbehavioris no longer simplybased on a systemof reward and
punishmentbutwhether or notthe actions of anauditorbased onrules or normsapplicablein a
particular groupandexpectationsoforganization wherethe auditor isworkingwhile thepost-
conventional levelof moral developmentisthe highestlevelat whicha person's actionsin this case
theauditorsaid to be goodor badwith attention tosocialfairnessandbelieveandobeythe choice he

madebased onethical principles.

Rasmundson and Windsor (2003), which examines the moral development of 174
auditors working on an international accounting firm found that the average respondent is at the
pre-conventional level. At this level, whether or not the individual behavior based on reward or
punishment. This indicates that most of the auditors who work at the firm acted as expected by
the client and when faced with an ethical dilemma will prioritize her/his interest than another
person / organization / community. Furthermore, Juarti (2010) also proved that moral reasoning

is correlated with the quality of the audit. Gafikkin and Lindawati (2012) conducted on managers
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of a company both companies categorized as family owned companies (FOC), state owned
companies (SOC) and Multinationals, or foreign-owned companies (Froc), in which this kind of
research is a qualitative use a case study approach with a number of respondents as many as 15
managers provide empirical evidence that the level of professionalism of an auditor is
determined by the level of moral development and moral development of individuals improve
the effectiveness of the implementation of the code of ethics of auditors. This study will test the

level of auditor’s moral development in East Java on ethical decision making.

. METHOD

This study focuses onwhether there is anydifference inthe level ofmoral developmentof
auditorstoethicaljudgment. The study was conductedatthe Public Accounting Firm(KAP) in East
Java. The study populationwasauditorjunior, senior, manager orpartnerinPublic Accounting
Firm(KAP) of East Javatotaling397auditors.This studyuses primary dataobtained directly
fromthe respondents. Data collection techniquesusing questionnairesandgiven directlyto the
auditorinpublic accounting firminEastJava,whichtotaled397auditors.Interviewsare alsoconducted
toobtaininformation/data thathave not beencoveredin the questionnaire. Auditormoral
developmentis  measuredusing a  questionnairebased on  the levelof  moral
developmentKolberg(1969), which consists ofthreelevels, namely preconventional,
conventionalandpostconventional. Respondents weregiventhe caseandrequested toprovide a
response tothe casewhenethicaljudgmentis measuredusingthe case ofethical dilemmasand
auditorswere asked toprovide answers to thestatementsinthe questionnaire. This study
usesmultiple regressionwhich aimstoexamine the effect ofthe level ofdevelopmentof

theethicaljudgment.

I1l.  RESULT

This studyaims toexamine the relationshipbetween thelevelof moral developmentof
auditors  withethicaljudgment.  The  results showed thatonlythe auditor'slevelof
moraldevelopmentandwork experiencehad an influence onethicaljudgment. Results ofhypothesis

testingcan beseen in table5.8below:
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Table 5.8HypothesisTesting Results
Standardized

Independent variable coefficients T Sig Description
Beta

(Constant) 10.653

Gender 0,182 1.809 0,074 Not significant
Age -0,098 -0,686 0,494 Not significant
Education -0,220 -1,555 0,124 Not significant
Work experience 0,312 2.081 0,040 Significant
Moral development 0,346 3.280- 0,001 Significant
Position -0,113 0,891 0,376 Not significant

Dependent variable:ethical judgment

BasedonTable5.8revealed that onlywork experienceof auditorsandauditor'slevelof moral
developmentare significant.It can be shownfrom the significant valuethat issmaller thanp valueof
0.05. These resultsindicatethat thelevelof auditor’s work experiencehavean influence on
thedevelopment ofethicaljudgment.However, this studyfailed to provideempirical evidenceof the
influence ofgender, age, educationand occupationof theethicaljudgment. It is shownfrom the
significant valuethat is greater thanp valueof 0.05thusfailingHOrejected.To strengthentheresults
oftheanalysisusing adifferent test. Different test(t-test) is used todeterminewhether twosamples
ofunrelatedhavingan averagevaluethat isdifferent. Results ofthe analysiscan be shownin
table5.9below:

Table 5.9Test resultsindependentsample t-test

Levene's Test for t-test for Equality of Means

Equality of
Keterangan Variances
F Sig. t Df Sig.  (2-
tailed)
Moral Equal variances assumed 0,425 0,516 -0,117 94 0,907
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development Equal variances not -0,114 50.154 0,910

assumed

BasedonTable5.9shows that theF countlevenetestforthe moral development 0f0,425with
probability0.516>0.05s0 itcan be concluded thathave thesamevariance. Thususing adifferent test
analysisassumedequalvariance. Based on the resultsobtained by analysis ofthe
significanceprobability valuefor the variableof moral development0.907. This indicatesthat
theauditormoraldevelopmentamongmale respondentsandwomendid not differ significantly. This
is in linewith the opinion ofKholberg(1958) which statesthateveryindividual mustpass throughthe
stages ofmoral  developmentispreconventional, conventionalandpostconventionalthatthis
resultproved thatthe men andwomen havethe samedevelopmentalstage. Furthermore, this
studyalsoexamine whetherthere are differences inethical decision
makingamongrespondentsmaleandfemale.  Hypothesis  testing  resultsshown in  the
tablebelow5:10.

Table 5.10Results ofthe t testvariableethicaljudgment

Levene's Test for t-test for Equality of Means
Equality of
Keterangan Variances
F Sig. T Df Sig.  (2-
tailed)

Ethical Equal variances assumed 0,294 0,589 -1.410 94 0,162
judgment Equal variances not -1.409 50.198 0,165

assumed

Basedon  thetable5.10shows that theF  countlevenetestforethicaljudgmentis0.294with
probability0.589>0.05s0 itcan be concluded thathave thesamevariance. Thususing adifferent test
analysisassumedequalvariance. Based on the resultsobtained by analysis ofthe

significanceprobability valuefor the variableof moral development0.162. This showsthat
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theethical/auditorethical decision makingamongrespondentsmen andwomendid not differ
significantly. This showsthatmen andwomen do notdifferin making decisionswhenfaced witha

dilemma situation.

IV. DISCUSSION

This study aimstoprovideempiricalevidence ofthe relationshipbetween thelevelof moral
developmentwith theethicaljudgment. The results showedthat thelevelof moral developmentof
auditorsandauditorswork experiencesignificantly affectethicaljudgment.This supportsthe theory
ofmoral developmentproposed byKholberg(1958). Kholbergdividethe stagesof moral
developmentinto threelevels, namelylevelpreconventional, conventionalandpostconventional.
Each levelindicatethe level ofindividualmoral development.Individuals who are at the level of
moral development preconventional have the lowest since at this stage only basing individual
behavior by only considering reward and punishment. Auditors who are at this level tend to
choose the actions / behaviors that are safe for themselves when faced with a dilemma situation.
In contrast to the conventional level, at this stage the individual not only consider himself when
making decisions but also will consider the organization / work environment whether its actions
will have an impact on the organizations / he works. Stages of the most high level of
postconventional moral development is that, at this stage an individual to behave in accordance
with the principle of moral principles, ethics, code of professional ethics and norms that exist. At
this stage, the auditor would consider ways and decisions that will be taken because the decision
will have an impact on the community in which auditors at the level of moral development has

heightened awareness of the consequences that will result from the decision.

Based on the resultsof descriptivedata analysisit appears thatthe majority of respondents(auditor)
is in thepostconventionallevelthat is equal t051.04%, amounting to47.9% at the level
ofconventional, while onlyl.04% was atpreconventional. Results ofthe studyprovedthat
thelevelof moral developmentauditor'sinfluence ondecision-makingwhenfaced witha dilemma
situation. The higher theauditor'sstagesof moral developmentindicatesbetter and morewisely
inethical decision making.In addition, it also shows that the level of awareness of the auditor is
also correlated with the stages of moral development proposed by Kholberg. Auditor with

postconventional level has a high level of awareness for not doing things that are unethical and
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more sensitive in identifying actions unethical. This is supported by the results of research Jones
(1991) which states that the development of moral reasoning (cognitive moral development),
often called moral conscience (moral reasoning, moral judgment, moral thinking) is a decisive
factor which delivered to moral behavior in ethical decision making, so that to find the real moral
behavior can only be traced through reasoning. That is, the morally correct measurement not
only observe the moral behavior that looks, but should look at the moral sense underlying the
decision of moral behavior. By measuring the level of moral awareness will be able to know the

level of moral.

Results of analysisusing the t test(t-test) alsoreinforcesthe findings ofthe research.
Different testconducted todetermine differences inmoral developmentand decision-
makingforrespondentsmaleandfemale. The results showedthat there was nosignificant
differencebetween men andwomenin the development ofmoralandethical decision making. This
studyprovesthat menandwomen havethe samestages ofmoral development. These
findingssupport theKholberg’s theorywhich statesthat eachindividual mustbepassed throughthe
stages ofmoral developmentaccording to thetheorythatthis willhave an impact onthe way of
individualsmake decisionswhichwill be reflectedin thebehavior . The results alsosupportresearch
by Lindawatiand Gafikkin(2012) andJuarti(2010) who foundthatmoraldevelopmentis
correlatedwith the professionalismandquality ofthe resultingaudit.

Research has alsoprovedthat thework experienceinfluence ondecision making. This
shows thatthe higher theauditor's experienceshowsthat the more oftenauditorfaced
withdilemmasituationsin which auditorswill be morewisein making decisions. However,the
studycan not provea correlationbetweengender, age, education, and occupation.It isindicating
thethat menandwomenhave the same action/behaviorwhenfaced with dilemma situation. Age
was alsonotproven toaffectethicaljudgment. The average age ofrespondents in this studyis27
years.This showsthatthe majority of respondentscan beclassified asyoung.These findings prove
that a person's age is not a determining factor of an auditor can take decisions ethically or not.
Education is also not proven to influence ethical decision making. The majority of respondents
were undergraduate education. This indicates that the level of knowledge and experience of the

auditor is still very low, it is supported with an average age of respondents was 27 years old so it
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can be said that the auditor's are less knowledgeand experience in dealing with situations of
stress from clients so there are possibilities of auditors rarely confronted in a dilemma situation.
Position of auditor also not been shown to influence decision making. Not proven this hypothesis
can be caused by several factors including, the majority of respondents who participated in this
study was a junior auditor, the low contribution of junior auditor in decision-making because the
work to audit is the work performed in groups (teams) so that any findings will be discussed with
the senior auditor or partner where the decision is the result of discussions, the latter factor that a
majority of auditors who participated in the study came from the small Public Accounting Firm
(KAP) where Public Accounting Firm level positions in smallerAccounting Firm less well

organized and unclear.

V. CONCLUSION

The results showedthat the majorityof auditorsinEast Java-sex malewithan averagelevel of
educationisan undergraduate(S1). The averagework experienceof auditorsof 2.5yearsand the
averageageis27 yearsaduitor. Based on these characteristicsit appears thatmost ofthe
auditorsinEast Javastillhas alow workperiodthatis based onthe levelof
office/employmentinK APmajoritystill occupyingthe post ofjuniorauditorauditor. The results also
showthat thelevelof moral developmentof auditorsat the level ofpostconventional. Hypothesis
testing resultsshowedthat the only variablelevels ofmoral developmentof auditorsandwork
experiencehad an influence onethicaljudgment. However, studies have notprovedthe existence

ofa correlationbetweenage, education, gender, andauditorpositionswithethicaljudgment.
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