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The Influence of Individual Characteristics on Auditors’
Intention to Report Errors
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Abstract—Reporting detected errors is an important ethical
behaviour of auditors which is one dimension of the quality of
auditors’ work. The main objective of this study is to investigate
the effects of auditors’ individual characteristics including
personality type and locus of control on auditors’ intention to
report errors. Data are collected by distributing 1000 mail
guestionnaires among senior auditors in Malaysia. Applying
multiple regression analysis, the results reveal that there is a
significant and positive relationship between auditors’
individual characteristics and their intention to report errors.
In fact, research findings indicate that auditors with personality
type A and internal locus of control have more intention to
report errors than auditors with type B and external locus of
control.

Index Terms—Behavioural intention, reporting errors,
individual characteristics, personality type, locus of control.

I. INTRODUCTION

The results of National Business Ethics survey (2007)
emphasized that unethical behaviour of auditors is a serious
problem in auditing profession and the quality of auditors’
work. Unethical behaviour of auditors resulted in
high-profile financial scandals and business failure, loss of
reputation and litigation costs [1]. Many blamed external
auditors for failing to report errors that led to these failures
[2]. Therefore, researchers try to determine influencing
factors on auditors’ behavioural intention to increase their
intention to act ethically. Based on theory of planned
behaviour (TPB), auditors’ behavioural intention is
determined by attitude toward behaviour and perceived
behavioural control as individual factors [3]. Moreover,
according to Financial Reporting Council (2008), individual
characteristics as well as auditors’ personality are the key
drivers in determining auditors’ behavioural intention and the
quality of their work. Although, there are some studies on
quality audit which focused on the relationship between
individual characteristics and reduced audit quality
behaviours, but they have not examined the effect of these
variables on auditors’ behavioural intention. This study
aimed to fill this gap by investigating the effect of individual
characteristics including personality type and locus of control
on auditors’ intention to report errors. Therefore, the main
research objective of this study is to examine the effect of
auditors’ personality type and locus of control on auditors’
intention to report errors.
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In order to investigate the effect of individual
characteristics on auditors’ intention to report errors, the
research questionnaires are distributed among 1000 senior
auditors in Malaysia and 174 completed questionnaires are
received. The results show that there is a significant
relationship between auditors’ individual characteristics and
their intention to report errors. This study contributes to
quality audit studies in individual level by investigating the
effect of auditors’ personality type and locus of control on
auditors’ intention to report errors. In fact, the quality of
auditors” work is measured by auditors’ intention to report
errors for the first time.

Il. LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT

Auditors’ behaviour is reflective of his personality and
individual characteristics when performing audit service [4].
Reference [5] argue that more ethical oriented individuals are
more motivated in their intention to behave ethically than less
ethical oriented people. Therefore, individual characteristics
of auditors have a main role in determining the quality of
their work through influencing their decision making and
behavioural intention [6]. Individual characteristics have
been measured using different variables in various auditing
studies. These variables are auditor’s ethical reasoning [7],
goal orientation [8], professional scepticism [9], auditor’s
virtue [10], locus of control [11] and personality type [12].

According to reference [13] personality type behaviour
and locus of control are two most exhaustively researched
personality constructs that is related to ethical behavioural
intention. Theory of planned behaviour also suggests that
auditors’ behavioural intention is determined by auditors’
perceived behavioural control and attitude towards behaviour
[3]. Perceived behavioural control refers to individuals’
perception about having control over the behaviour [14].
Reference [15] argues that auditors’ perception about having
control over their behaviours refers to individuals’ locus of
control. Attitude towards behaviour also refers to
individuals’ common feelings about behaviour and their
evaluation about the outcomes [16]. Reference [14] argues
that auditors’ ethical decision making and behavioural
intention are influenced by personality type which represents
individuals’ ethical orientation. While, our dependent
variable is auditor’s behavioural intention to report errors,
locus of control and personality type which associated with
auditor’s ethical behavioural intention are chosen as an
individual characteristics.

A. Personality Type and Intention to Report Errors

Based on personality type theory, individuals are
categorized into two groups contrasting type of personality;
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high strong type A and easy going type B. Type A individuals
are constantly striving to attain material things or
achievements in the shortest period of time. But, Type B
personalities may be more imaginative, creative and
philosophical. Reference [2] mention that individual with
type A personality are more competitive, aggressive, ethical
oriented and having more commitment to work than
individuals with type B personality. Reference [17] believes
that these characteristics may have implications for
behavioural intention and quality audit literature.

Research in business ethics has shown that personality
type A is directly related to individuals’ ethical orientation
[18]. As reporting errors and misstatement and quality of
auditors’ work involve ethical decision making, personality
type could be affect auditors’ intention to report errors and
the quality of auditors’ work. Reference [18] investigates the
relationship between Machiavellianism and type A
personality and ethical orientation. They found that
Machiavellians tend to have type a personalities but tend to
be less ethically-oriented. They conclude that type A
personalities are more ethically-oriented than type B
personalities.

Reference [19] argues that personality type A/B is found to
correlate to ethical sensitivity and decision making such as
reporting unethical actions. He found that individuals scoring
high in type a behaviour are less likely to engage in unethical
behaviours. Reference [2] believes that as personality type
was confirmed in prior studies to be associated with ethical
orientation, it may have considerable implication in regards
to quality of auditor’s work. For instance, if individual have
more ethical orientation, they would be more likely to report
errors and increase the quality of their work. He investigates
the relationship between auditors’ personality type and their
intention to involve in reduced audit quality behaviours. He
concludes that auditors with type A personality are less likely
to engage in reduced audit quality behaviours and unethical
actions. Therefore, it is appropriate to hypothesis that
auditors with type A personality may have more intention to
report errors than type Bs and increase quality of audit work
because they are more ethical oriented. Thus, the first and
second research hypotheses are:

H,: There is a positive and significant relationship between
auditors’ personality type and auditors’ intention to report
errors.

H,: Auditors with type A personality have more intention
to report errors than auditors with type B personality.

B. Locus of Control and Intention to Report Errors

Another personality trait which affects the auditor’s
behaviour is an individual’s locus of control which is also
known as self-evaluation behaviour [20]. Based on locus of
control theory individuals are classified as either internals or
externals [21]. Individuals who think that events which occur
in their lives are consequence of their own personality,
behaviour or efforts are internals, whereas individual who
believe events are a function of external power beyond their
control or manipulation are externals [13]. Reference [22]
mention that internals are more proactive and goal oriented
and believe that they can influence the outcome of judgment
or decision process directly. Although, externals are more
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passive and prefer structured situation, they believe other
factors or aspect of the situation determine the outcome.
Internals show higher job motivation [23], more
organizational commitment [24] and high ethical orientation
[18]. On the other hand, externals believe that outcomes are
more attributable to superior decisions and peers’ behaviour
or the occurrence of luck and chance. Therefore, instead of
being in control, they are being controlled by environment
[22]. Prior studies have shown that individuals with internal
locus of control are more likely to take responsibility for the
consequences of ethical/ unethical behaviour and less likely
to rely on external forces comparing internals [15].

Locus of control (LOC) clarifies individual’s perceptions
about relationship between their actions and outcomes [25].
Reference [26] states that locus of control is an individual
characteristics that measure the extent to which people
believe they are responsible for the consequences of their
behaviour, intentions and outcomes. Prior studies have
shown that when internals accept a position with a firm they
tend to have a higher commitment to the firm relative to
externals. Committed employees should work harder, remain
with organization and contribute more effectively to an
organization [27]. Reference [27] suggests higher committed
employees perform better than less committed ones.
Therefore, auditors with internal locus of control have higher
level of organizational commitment and more intention to
report errors and increase quality of audit service [28]. On the
other hand, auditor’s intention to report errors and
misstatement is related to ethical decision making and their
ability to resist of clients temptation. Reference [29] suggests
since externals rely on fate, luck and chance they are more
likely to have intention to behave unethically.

Reference [15] investigated whistle blowing intention
among managers, using locus of control within the context of
theory of planned behaviour. He found that managers with
internal locus of control are more likely to blow the whistle
and act ethically compared to those with external locus of
control. Therefore, it is predicted that there is a positive
relationship between internal locus of control auditors and
their intention to report errors and quality of auditors’ work.
Thus, the third and forth research hypotheses are:

Hs: There is a positive and significant relationship between
auditors’ locus of control and auditors’ intention to report
errors.

H,: Auditors with internal locus of control have more
intention to report errors than auditors with external locus of
control.

This research utilizes a survey design where a mail
questionnaire will be developed to collect data for the study.
The use of mail questionnaire survey is the most suitable
method to address the research questions in this study. Since,
it is a common approach in business ethic studies and also is
appropriate for research question which asking about
participant’s self-reported beliefs and behaviours [30]. This
study combines the use of questionnaire and vignettes design
(short, hypothetical cases) like other ethical studies in
self-reporting issues in auditing (e.g. [30]-[32]).

RESEARCH METHODOLOGY
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A. Research Instrument

The research instrument is divided into 3 sections. Section
| describes vignettes or scenario which indicates error in
financial statements. This part measures auditors’ intention to
report errors of financial statements. Section Il relates to
locus of control variable. Locus of control instrument is
adapted from [33] based on instrument developed by [34].
This section has 16 items to measure locus of control
orientation related to organizational outcomes [34]. Eight
items measure “internal” and eight items measure “external”
control over work specific issues. Respondents are asked to
identify the relationship between outcomes and causes using
5-point scale. The score range is from 1 (disagree very much)
to 5 (agree very much). The minimum score is 16 and the
maximum is 96 [34]. Following prior studies, respondents
with scores above median are classified as individuals with
internal locus of control and those with scores below median
are classified as individuals with external locus of control
[34]. The instrument’s reliability and validity have been
deemed acceptable in prior studies (e.g. [28], [33]).

Section Il relates to personality type variable. For
measuring personality type of auditors, Blumenthal’s type A
self-rating instrument adapted from [2]. The instrument
consists of 38 personality characteristics. Participants are
asked to point out the extent to which each personality
characteristics defines them. When all responses have been
scored, individuals with above the median score are
classified as type A personality and those with below the
median score are classified as type B personality [35].

B. Sampling

The population of this study consisted of all practicing
auditors in Malaysia that are registered as a member of the
Malaysian Institute of Accountant (MIA). However, among
all these auditors (MIA members), only audit seniors will be
selected in the sample. Audit seniors are in charge of field
work, they are located at the client’s office for most of the
engagement [36]. Therefore, they are more likely to detect
errors in client financial information. Reference [37] argue
that senior auditors are the foot soldier’s and do the
maximum work on an audit among the different hierarchical
levels and they are exposed to the client the most. Thus, the
rationale for choosing audit seniors is based on the argument
that reporting errors are usually made by members close to
the inner working of an organization and they detected errors
more than other levels therefore they are in a position to
report detected errors to superior levels (e.g. [31], [38]).

1000 mail survey is distributed among senior auditors who
are MIA members with the assistance of the MIA. MIA had
prepared the list of respondents (Labels) based on the
requirement given by the researcher with the proviso that
only MIA members that are currently working as audit senior
in audit firms should be selected as respondents. The mail
questionnaire administration results in a final usable 174
responses for analysis (17.4 % response rate). Recent studies
by [30] and [39] who utilized Institute of Internal Auditors
Malaysia (I1A) get 17 % and 18 % response rate respectively.
Therefore, the response rate of 17.4 % of this study is
justified based on these prior studies.

IV. PRIMIRALITY DATA ANALYSIS

A. Validity

Content or Face Validity of the research instrument is
checked by conducting pre-test and pilot study. 5 academics
that have audit experience are asked to read the research
instrument and give their ideas and comments about the
questionnaire. For pilot testing, 30 audit seniors who are the
member of MIA filled up the questionnaires and answered
the pilot test questions. Then, the research instrument is
improved based on respondents’ comments and
recommendations.

B. Reliability

In terms of reliability, Cronbach’s Alpha is checked for all
research variables. The results indicate that the Cronbach’s
Alpha reliability coefficients for all variables are above 0.8.
Generally, reliabilities of less than 0.6 are considered to be
poor, those of 0.7 are considered acceptable, those above 0.8
are good, while the closer the reliability coefficient to 1.0, the
better.

C. Normality and Malticollinearity

For developing multiple regression models, the
distribution of dependent variables must be normal. The
analyses on skewness and kurtosis support the normality
distribution of the data as the value of skewness fallen in the
range of -1 to +1 and the value of kurtosis is in the range of -2
to +2 for all variables. Moreover, normality is checked
through the examination of residual statistics and graphical
examination of scatter plots and histograms.

In addition, for testing multicollinearity among
independent variables, Variance Inflation Factor (VIF) is
used. The results show that the VIF scores for all independent
variables are below 2. Therefore, multicollinearity may not
be a concern in this research.

V. MULTIPLE REGRESSION ANALYSES AND RESEARCH
RESULTS

TABLE I: MULTIPLE REGRESSION RESULTS

B SE s t sig
Constant 0.03 0.29 0.12 0.90
Personality Type 0.90 0.16 0.36 5.61 0.00*
Locus of Control 0.90 0.15 0.38 5.93 0.00*

R?=0.37
F-Value =51.739
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Note: *Correlation is significant at the 0.01 level

A standard multiple regression and independent sample
t-test are used to investigate the hypothesized relationship
between independent variables and dependent variable.
Table I represents the results of multiple regression analysis.
Based on the results, the linear combination of 2 independent
variables significantly predicts auditors’ reporting intention,
R?=0.37, F(2, 171) = 51.739, p<<0.01. This model accounts
for 37% of the variance in reporting intention. The F ratio of
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51.739 is statistically significant at 1% level. In fact, the
regression model appears to be efficient in predicting
auditors’ reporting intention. A review of the regression
coefficients indicates that both personality type and locus of
control have positive and significant relationship with
auditors’ intention to report errors and misstatement. But, the
beta weights (f) reveal that locus of control has more effect
on auditors’ reporting intention than personality type.

Table 11 shows the results of t-test for comparing auditors’
intention to report errors between auditors with personality
type A and B and also auditors with internal and external
locus of control.

TABLE Il: RESULTS OF T-TEST

N Mean SD t sig
Personality Type:
Type A 115 3.36 0.91 -6.926 0.00*
Type B 59 2.12 1.20
Locus of Control:
Internal 96 3.48 0.92 -7.674 0.00*
External 78 2.27 1.11

Note: *Correlation is significant at the 0.01 level

Based on the results, the difference between two groups
(personality type A and personality type B) is significant for
reporting intention. The mean for personality type A is 3.36
which is more than mean of personality type B (2.12) for
reporting intention. This result shows that auditors with type
A personality have more reporting intention than auditors
with type B personality. Moreover, the results show that there
is a significant difference between auditors’ reporting
intention with internal and external locus of control. The
mean for internal locus of control is 3.48 which is more than
mean of external locus of control (2.27). This results show
that auditors with internal locus of control have more
intention to report errors than auditors with external locus of
control. Based on these results all four research hypotheses
are supported.

VI. CONCLUSION, LIMITATION AND FUTURE STUDIES

This research investigates the reporting intention of
external auditors in Malaysia. Specifically, this study
examines the effects of individual factors including
personality type and locus of control on auditors’ intention to
report errors. The results of testing hypotheses support the
relationship between personality type and intention and
reveal that auditors displaying type A personality have more
intention to report the detected errors and they are more likely
to behave ethically rather than auditors displaying type B
characteristics. One explanation for this result offers by [18].
They conclude that type A individuals are more ethically
oriented than type B individuals. Thus, it is no surprise that
type A auditors have more intention to act ethically and have
more intention to report the detected errors. This result is
consistent with [40] and [2] who find that auditors with type
A personality are less involved in unethical behaviours and
act more ethically compare to auditors with type B
personality. Reference [12] argue that similar to the results of
[41], the positive beta coefficient indicates that participants
displaying type B characteristics are more engaged in
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unethical behaviours rather than auditors displaying type A
characteristics. Although not conclusive, the results of these
studies provide some explanations for the reasons that
underlie the behaviour of type A and type B auditors
surveyed in this study. However, the results of this research
are inconsistent with [42], as they find no significant effects
of personality type on behavioural intention. One reason is
that they used type A instrument in a short form with six
questions. Whereas, in this research the completed type A
instrument with 38 questions is used.

Locus of control is also predicted to significantly influence
auditors’ intention to report errors. The results support this
relationship and reveal that auditors with internal locus of
control have more intention to report the detected errors and
they are more likely to behave ethically than auditors with
external locus of control characteristics. This result is
consistent with [28], [33] and [34]. The results are also
consistent with Chiu (2003) who finds that individuals with
external locus of control have less intention to report the
wrongdoings. His results reveal that auditors with external
locus of control are not take responsibility of blowing the
whistle, even when they considered whistle blowing ethical,
but auditors with internal locus of control have more
intention to report wrongdoings. He argues that as
individuals with internal locus of control more believe in
their own efficiency, they are more motivated to engage in
prosocial and ethical behaviours such as reporting
wrongdoings or reporting the detected errors.

Several limitations emerge when evaluating the research
results. First, the sensitive nature of ethical behavior brings
into question the honesty of responses. Second, the most
obvious limitation of this research is using self-reported data
to determine auditors’ intention to report errors. In fact, all
data are obtained from one source — the respondents. This
may raise concerns about the validity and generalisability of
research results.

While this study suggests a new ground in investigating
the relationship between individual factors and auditors’
intention to report errors in Malaysia, there is still a need to
conduct more studies on this topic. For example it is essential
to examine the effect of firm and team factors on auditors’
intention to report errors. Also, it is suggested to use other
methods such as interview and experimental design for
investigating the effects of these factors on auditors’
behavioral intention.
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