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Abstract
Although regulators have identified ethical lapses as a key factor contributing to auditors’ failure to detect their clients’ 
fraudulent financial reporting (fraud), research using ethical theory to examine auditors’ fraud detection remains limited. 
We provide evidence on the joint effect of ethical idealism and trait skepticism on auditors’ fraud judgments. Ethical ideal-
ism reflects an individual’s concern for the welfare of others while trait skepticism reflects an individual’s disposition to 
validating a proposition. Forsyth (J Pers Soc Psychol 39:175–184, 1980) theorizes that there is an association between ethi-
cal idealism and tolerance for deception. Drawing on that insight, we posit that ethical idealism and trait skepticism have a 
complementary effect on auditors’ fraud planning performance. This is because the former determines an auditor’s tolerance 
for allowing a client to get away with an ethically questionable act while the latter is important in determining how evidence 
is generally sought and evaluated. We used the Forsyth (1980) ethical position questionnaire to measure ethical idealism 
and the Hurtt (Auditing: A J Pract Theory 29(1):149–171, 2010) scale to measure trait skepticism. Our results indicate that 
there is a significant positive association between trait skepticism and the number of effective audit procedures but only for 
auditors who have high ethical idealism. The results highlight the importance of measuring and controlling for the effects of 
these traits when evaluating fraud detection performance. The paper also contributes by showing that an ethics theory can 
generate additional understanding of and insights into an important accounting phenomenon.
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Introduction

Fraudulent financial reporting (fraud) has severe conse-
quences for various stakeholders in the financial reporting 
space (Beasley et al. 2010). As such, auditors are required to 
plan their audits to provide reasonable assurance of detect-
ing fraud (PCAOB 2010, 2011; IAASB 2010a). Neverthe-
less, prior research shows that auditors rarely detect fraud 
even though its incidence continues to grow (Nallareddy 
and Ogneva 2017). Effective evaluation of fraud requires 
evidence that an intentional misstatement occurred and 

an assessment of the consequences of the potential fraud. 
While determining whether an intentional misstatement has 
occurred is ultimately an evidential question, evaluating the 
consequences of a potential fraud requires an ethical judg-
ment. The latter judgment is further complicated because 
the consequences for various stakeholders may vary, requir-
ing balancing these competing interests. In particular, an 
auditor who suspects questionable accounting must choose 
between challenging or not challenging the accounts. The 
former choice potentially harms his fee-paying client while 
the later choice potentially harms faceless investors. It has 
been suggested that this tension may unconsciously tip the 
scale in favor of not challenging the accounts (Bazerman 
et al. 2002).

Regulators have identified ethical lapses as a key factor 
contributing to auditors’ failure to detect their clients’ fraud 
(e.g., SEC 2019; FRC 2019; Arirail and Crumbley 2019). 
Prior research has also identified ethical and skeptical traits 
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as potential determinants of professional skepticism, defined 
as “audit judgments and decisions that reflect a heightened 
assessment of the risk that an assertion is incorrect” (Nel-
son 2009). Several studies have used skeptical trait theory 
as a lens for examining auditors’ fraud planning judgments 
(e.g., Popova 2013; Carpentar and Reimers 2013; Quadack-
ers et al. 2014). However, there have been limited attempts to 
apply ethical trait theory to gain insights into auditors’ fraud 
planning judgments, notwithstanding long-standing theoriz-
ing suggesting a possible association between ethical ideal-
ism and tolerance for deception (Forsyth 1980).

The purpose of this research is to examine the joint effect 
of auditors’ ethical idealism and trait skepticism on their 
fraud planning judgments. Ethical idealism reflects an indi-
vidual’s attitudes toward the consequences of an action and 
how the consequences affect the welfare of others while trait 
skepticism relates to an individual’s disposition to acquiring 
evidence before concluding that an assertion is fairly stated 
(Forsyth 1980; Nelson 2009).

The study is important for several reasons. First, prior 
research and professional standards have identified the 
importance of auditor traits as potential determinants of 
professional skepticism, which is assumed to be a key deter-
minant of audit quality (e.g., Nelson and Tan 2005; Nelson 
2009; AICPA 2016a; IAASB 2016). The joint examination 
of ethical idealism and trait skepticism could yield addi-
tional insights into the cross-sectional variation in auditors’ 
fraud planning performance. It also allows us to gauge the 
explanatory power of the ethical position theory in a prac-
tice setting, with a history of ethical lapses (Greenwood and 
Freeman 2018). Second, because the accounting profession 
has come under criticisms for ethical lapses in a variety of 
financial scandals, examining how ethical traits, individually 
and jointly with the trait skepticism, affect fraud planning 
judgments is timely and can shed insights that are valu-
able to regulators and researchers (see, e.g., SEC 2019). 
Third, understanding how ethical and skeptical traits affect 
fraud planning judgments offer some potential for screen-
ing employees on these traits for training, task assignment 
and team formation. Fourth, while more studies are now 
beginning to focus on the influence of trait skepticism on 
audit judgments, fewer studies examine how it interacts with 
other traits, such as ethical idealism to influence audit qual-
ity (Hurtt et al. 2013; Robinson et al. 2018). Given that audi-
tors are likely to bring multi-traits to audit tasks, such a joint 
focus is an important step in developing a complete under-
standing of traits’ influence on audit judgments. Fifth, con-
sidering that prior research on the effect of trait skepticism 
on fraud detection performance has produced mixed results, 
the current study can provide some insight into whether the 
effect of trait skepticism can be augmented or curtailed by 
the auditor’s ethical idealism. To our knowledge, this is the 
first empirical study that examines the joint effect of the two 

traits on fraud planning judgments. By focusing on skepti-
cism and ethical idealism, the study contributes to the litera-
ture in both accounting and business ethics.

It seems intuitive that an individual’s ethical and skeptical 
dispositions will affect her fraud planning performance. Eth-
ical idealism is important in that it determines an auditor’s 
tolerance for allowing a client to get away with an ethically 
questionable act while skeptical disposition is important in 
determining how evidence is generally sought and evaluated. 
For instance, controlling for skepticism, auditors’ evidential 
appetite may be influenced by their concern for the welfare 
of others (i.e., ethical idealism). An auditor with a relatively 
high ethical idealism may want more evidence to assess 
the consequence of an action while one with lower ethical 
idealism may decide on relatively less evidence. Similarly, 
controlling for ethical idealism, auditors’ evidential appetite 
may be influenced by their innate skepticism. In effect, ethi-
cal idealism and trait skepticism may independently lead to 
a demand for more evidence. Thus, the two traits can affect 
evidential acquisition and evaluation albeit through differ-
ent mechanisms, providing additional grounds for examining 
their joint effect.

Individual differences in ethical positions are believed 
to play a key role in ethical judgment of business practices 
(Forsyth 1980). Ethics position theory classifies reaction 
to morally challenging situation along two dimensions that 
emphasize concern for principles (relativism) and outcomes 
(idealism) (Forsyth 1980; Forsyth and O’Boyle 2011; For-
syth and O’Boyle 2013). Idealism refers to one’s empha-
sis on consequences as guides for determining wrong and 
right. Highly idealistic individuals assume that desirable 
consequences can, with the right action, always be obtained 
(Forsyth 1980). Those who are less idealistic assume that 
in some cases harm is unavoidable and, in such cases, one 
must choose between the lesser of two evils (Forsyth 1980, 
1981, 1992).

Prior research suggests that ethical position does not only 
affect an employee’s propensity to engage in deviant behav-
ior but also her tolerance of such behavior from others and 
the likelihood of reporting same to management (Henle et al. 
2005). A few studies have identified the importance of audi-
tors’ personal ethical orientation, as conceptualized by For-
syth (1980), in understanding their fraud detection perfor-
mance (e.g., Shaub et al. 1993; Strand and Lancaster 2001; 
Norman et al. 2008; IAASB 2016). Thus, auditors who are 
less idealistic may therefore be less likely to question ethical 
choices that they perceive can produce good outcomes for 
some stakeholders, such as the client, even if others, such 
as investors, are harmed by the choices. For instance, less 
idealistic auditors are more likely to waive a questionable 
accounting practice that has positive consequences for some 
stakeholders while more idealistic auditors will be less likely 
to compromise on consequences (see, e.g., Johnson et al. 
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2012). The considerable leeway to account for business 
transactions facilitates such waiving (Bazerman et al. 2002).

While theory suggests that trait skepticism may trigger 
different audit responses holding constant the fraud scheme, 
empirical evidence on the association is decidedly mixed 
(e.g., Hurtt 2010; Hammersley 2011; Carpenter and Reimers 
2013; Popova 2013; Quadackers et al. 2014; Fullerton and 
Durtschi 2004; Carpenter and Reimers 2013; Quadackers 
et al. 2014; Popova 2013; Peytecheva 2014). The mixed find-
ings raise the possibility that the effect of trait skepticism on 
audit judgments may depend on other factors, such as ethical 
idealism (see also, Eutsler et al. 2018; Guénin-Paracini et al. 
2015; Nolder and Kadous 2018).

Drawing on the underlying psychology and accounting 
literatures, we hypothesize that the effect of trait skepticism 
on the number of effective fraud audit procedures selected 
by auditors depends on the extent of ethical idealism. To 
test the hypothesis, 86 Dutch auditors evaluated the compre-
hensive case developed by Asare and Wright (2004), which 
was based on an actual company whose management had 
employed an innovative marketing strategy to deliberately 
and materially overstate revenue. In the task, auditors were 
asked to plan audit procedures, which were evaluated against 
a benchmark suggested by prior research and augmented by 
a panel of forensic experts (Asare and Wright 2004; Hoff-
man and Zimbelman 2009).

We use the Ethical Position Questionnaire (EPQ) (For-
syth 1980, 1992) and Hurtt scale (Hurtt 2010; Hurtt et al. 
2013) to measure participants’ ethical idealism and trait 
skepticism, respectively. Thus, each participant completed 
the EPQ and Hurtt scale, the scores on which served as the 
measured independent variables. The dependent variable 
was the number of planned procedures that conform to the 
developed benchmark.

We find, consistent with our hypothesis, that ethical ideal-
ism interacts with trait skepticism to influence the number 
of effective fraud audit procedures. Specifically, we find 
a significant positive association between trait skepticism 
and number of effective procedures for auditors who score 1 
standard deviation above the mean of ethical idealism. How-
ever, the association between trait skepticism and number of 
effective procedures for auditors who score 1 standard devia-
tion below the mean of ethical idealism is not significant. 
Similarly, there is a significant positive association between 
ethical idealism and the number of effective procedures for 
auditors who score 1 standard deviation above the mean of 
trait skepticism. However, the association between ethical 
idealism and number of effective procedures for auditors 
who score 1 standard deviation below the mean of trait skep-
ticism is not significant.

We contribute to the literature in accounting and busi-
ness ethics by showing that ethical idealism can augment 
the effect of trait skepticism in fraud planning judgments. 

We highlight that ethical idealism is important to evaluating 
the consequences of fraud while trait skepticism is impor-
tant to determining the fairness of financial statement asser-
tions, thus making both traits important to planning fraud 
judgments. Our results suggest that firms may benefit from 
investing in programs that allow them to measure the ethi-
cal and skeptical dispositions of their auditors and to stra-
tegically match auditors to higher fraud risk engagements. 
Whether firms are open to investing in such programs is, 
however, a different question. Fraud imposes a huge cost 
on organizations and society and are rarely detected (Ham-
mersley et al. 2010; Free and Murphy 2015; ACFE 2016). 
As such, evidence on whether auditors’ traits affect fraud 
detection is important from both a theoretical and practi-
cal perspective. Our results also show that ethical position 
theory is a viable theoretical approach that can generate new 
insights into auditors’ fraud detection performance.

We review relevant literature on fraud detection, useful-
ness of studying traits in audit settings, ethical position, and 
professional skepticism in the next section. This section is 
followed by a description of the research method. The penul-
timate section presents the results followed by concluding 
comments.

Theory and Hypotheses

The Audit Process

Auditors’ value proposition is to provide reasonable assur-
ance that the audited financial statements are free from mate-
rial misstatements. Professional standards identify several 
steps that auditors should take when evaluating whether 
financial statements are free of material fraud, including (i) 
identifying risks that may result in fraud; (ii) assessing the 
identified risks after taking into account an evaluation of 
the entity’s programs and controls; (iii) responding to the 
results of the assessment; (iv) evaluating audit evidence that 
results from the response; (v) communicating about fraud to 
management; and (vi) taking the findings from the preceding 
activities into account when reporting on the financial state-
ments (IAASB 2010b (ISA 240); PCAOB 2015 (AS 2401); 
AICPA 2016b (AU-C Section 240)).

Prior research suggests that task features (e.g., Asare and 
Wright 2004; Hoffman and Zimbelman 2012), incentives 
(e.g., Asare et al. 2015), training, knowledge, and experience 
(e.g., Hammersley 2011; Hoffman and Zimbelman 2009, 
2012), social interaction with the client (Guénin-Paracini 
et al. 2014, 2015) and individual characteristics (Nelson and 
Tan 2005; Hammersley 2011) affect fraud detection per-
formance. Our study focuses on individual characteristics 
that are theoretically linked to assessing consequences or 
evidential attitude and that can therefore affect audit quality 
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(e.g., Nelson and Tan 2005; Hurtt et al. 2012; PCAOB 2012; 
AICPA 2016a; IAASB 2016).

Usefulness of Studying Traits in Audit Settings

Nelson and Tan (2005) suggest four principles to evaluate 
the usefulness of studies involving individual characteristics: 
(1) relevance of individual characteristic to the issue; (2) 
presence of theory linking the individual characteristic to 
the task at hand; (3) validity and reliability of the individual 
characteristic construct; and (4) ease with which the indi-
vidual characteristics can be captured in practice. Undoubt-
edly, auditors’ ethical and skeptical traits are relevant to 
fraud planning considering their potential impact on evi-
dential activities (Free and Murphy 2015; Guénin-Paracini 
et al. 2014, 2015; Maroney and McDevitt 2008). Our study 
meets the second principle in that there are theories that 
link ethical idealism and trait skepticism to fraud planning 
performance. Both ethical idealism and trait skepticism have 
been studied in psychology and accounting, thus their valid-
ity as constructs and reliability in their measurement are 
high (e.g., Nelson 2009; Hurtt 2010; Hurtt et al. 2012, 2013; 
Eutsler et al. 2018; Nolder and Kadous 2018; Schlenker and 
Forsyth 1977; Forsyth 1992; Norman et al. 2008; Johnson 
et al. 2012). While there is no evidence that audit firms cur-
rently use these constructs in their recruiting or assigning 
practices, sustained evidence on their importance might lead 
firms to consider innovative ways of measuring and using 
them. Moreover, examining the joint effect of ethical ideal-
ism and trait skepticism sheds light on whether the latter can 
compensate for the absence of the former.

The Joint Effect of Ethical Idealism and Trait 
Skepticism on Fraud Planning Judgments

Conceptual Framework

Nelson (2009) provides a model that highlights that audi-
tors’ traits, knowledge and incentives all combine to produce 
judgment that reflects professional skepticism. Professional 
skepticism is an approach to evidential activities, including 
gathering and evaluation, that reflects a heightened assess-
ment of the risk that a financial statement assertion is mis-
stated, conditional on the available information (Cushing 
2000; Nelson 2009; Hurtt 2010; Hurtt et al. 2012, 2013; 
Peytcheva 2014; Quadackers et al. 2014). It is revealed by 
auditors’ judgment and decisions and has long been used 
as an attribute of auditor performance. Focusing on traits, 
Nelson (2009) suggests that ethical predisposition and trait 
skepticism are related to professional skepticism in judg-
ment and action (Nelson 2009). Trait skepticism is therefore 
distinguished from professional skepticism in that the former 
is one of many inputs to the judgment process that manifests 
in the latter (see Nelson 2009, link 4).

Our conceptual formulation of the fraud planning task 
and how it is likely to be affected by traits draws on Nelson’s 
model and is presented in Fig. 1. We rely on Nelson’s model 
because it accommodates traits relevant to both ethical and 
evidential considerations and how they affect skeptical 
judgment and actions, which are important determinants of 
fraud detection performance. Consistent with Nelson (2009), 
evidential input triggers the judgment process. The input is 
characterized as client information and strategies (CIS) and 
represents all the evidence that the auditors has gathered up 
to the point of making fraud judgments and decisions. Thus, 
this includes obtaining an understanding of the client, evalu-
ating the client’s strategic risks, performing some basic ana-
lytical procedures, prior year’s knowledge and the auditor’s 
cumulative audit knowledge and experience with the client. 

Fig. 1  Effects of traits on evalu-
ating management fraud Client 
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The auditor processes the CIS to make fraud judgments and 
decisions, which could take the form of modifying audit pro-
grams or concluding that fraud has occurred. Our focus is on 
modifications to the audit programs. We assume that more 
effective modification reflects more professional skepticism.

Figure 1 also shows that the processing of the CIS is 
influenced by the auditors’ attitude to the consequences of 
the fraud and predisposition to gather evidence. In turn, the 
former is influenced by the auditor’s ethical idealism and the 
latter by trait skepticism (Forsyth 1980; Hurtt 2010; Ham-
mersley 2011). Auditors’ pre-existing knowledge and situ-
ational factors, such as incentives, regulatory pressures, and 
are obviously important influences on cognitive processing 
but are held constant in this study (see Nelson 2009). Lastly, 
while we assume that traits are independent of each other, 
the model raises the possibility that they could influence 
each other. For instance, an auditor who tends to believe that 
it is unnecessary or wrong to pursue a cause of action that 
harms others (high ethical idealism) may, over time, develop 
a skeptical attitude to achieve his consequential orientations.

Ethical Idealism

Ethical idealism reflects an individual’s attitudes toward 
the consequences of an action and how the consequences 
affect the welfare of others (Forsyth 1980, 1992; Barnett 
et al. 1994; Henle et al. 2005). Forsyth (1980) proposes that 
those who are highly idealistic in their moral orientation 
insists that one must always avoid harming others, whereas 
those who are low idealist assume that harm will sometimes 
be necessary to produce good (Forsyth 1992; Barnett et al. 
1994). Highly idealistic persons tend to believe harming 
others is universally wrong and are committed to avoid 
harming others, even in cases of situational urgency (Henle 
et al. 2005). In contrast, those low in idealism recognize 
that moral actions do not always lead to desirable outcomes 
and that harm to others is sometimes necessary to produce 
the greatest good for the greatest number affected by a deci-
sion (Forsyth 1992; Barnett et al. 1994; Henle et al. 2005; 
Achilles 2006). Ethical theory suggests that people who 
score high on idealism are more likely to feel that decep-
tion should be avoided since it has harmful consequences 
(Forsyth 1980). On the other hand, those who score low on 
idealism are more likely to feel that deceptions can some-
times be tolerated to produce good outcomes (Forsyth 1980).

Prior empirical research finds that the idealism is associ-
ated with ethical decision-making (e.g., Schlenker and For-
syth 1977; Shaub et al. 1993; Barnett et al. 1994; Douglas 
and Wier 2000; Douglas et al. 2001; Henle et al. 2005). 
These studies show that ethical predisposition can explain 
differences in models of individual ethical decision-making 
in business settings. In these studies, a higher score on ide-
alism is positively related to the recognition of unethical 

behavior, such as theft or slack creation behavior (Barnett 
et al. 1998; Swaidan et al. 2003; Henle et al. 2005). For 
instance, Barnett et al. (1998) found that respondents with 
higher scores on idealism rated the actions of marketing 
professionals as more unethical than did other respondents.

Ethical idealism has also been deployed in the account-
ing setting to predict earnings management. In particular, 
Greenfield et al. (2008) find that individuals who are more 
idealistic are less likely to engage in earning management 
practices. Further, Greenfield et al. (2008) find that idealists 
tend to move towards more strongly idealistic position when 
faced with an opportunity to personally benefit from a busi-
ness decision. Shaub et al. (1993) investigated whether an 
auditor’s ethical position is related to the ability to recognize 
ethical issues. They found that individuals who score higher 
on idealism are more able to identify ethical issues.

Ethical idealism has also been used to explain workplace 
deviance (Henle et al. 2005). For instance, Henle et al. 
(2005) find that employees lower in idealism are more likely 
to act deviantly towards others in the work environment. 
They also find that employees higher in idealism are less 
likely to engage in deviant behaviors, targeting their organi-
zation, while those in lower in idealism are more likely to 
do so. The latter finding suggests that misappropriation risks 
may be related to ethical idealism.

Henle et al. (2005) suggest that employees with particular 
ethical position may not only be willing to behave deviantly 
but also may be tolerant of others’ deviance and less willing 
to report these behaviors to management. This suggestion 
will imply that auditors’ ethical idealism will impact how 
they respond to clients’ financial deviance behavior, such as 
fraud. Similarly, Forsyth (1980) suggests that those who are 
highly idealistic are likely to condemn deception because it 
violates the principles of honesty and fairness. Consistent 
with this notion, Norman et al. (2008) find that idealistic 
auditors are more sensitive to fraud cues.

Fraud has harmful consequences and it is apposite to 
study its detection with an ethical position lens (Free and 
Murphy 2015; ACFE 2016; Forsyth 1980; Henle et  al. 
2005). The calculus of harm is particularly salient in the 
fraud detection setting because not challenging the pre-audit 
reports can be potentially harmful to investors and other 
stakeholders who rely on the audited statements. The audi-
tor, however, faces an ethical dilemma in that challenging 
the pre-audit reports potentially harms the fee-paying client, 
who typically prefers and will argue for a non-fraud report. 
In some cases, the latter challenge may even be harmful to 
the auditor.

Ceteris paribus, we expect highly idealistic auditors who 
believe that it is always unnecessary or wrong to pursue a 
cause of action that harms to require more evidence before 
making a fraud judgment. On the other hand, we expect 
less idealistic auditors, who are more believe that harmful 
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consequences may sometimes be necessary in a pursuit of a 
greater good, to require relatively less evidence before mak-
ing a fraud judgment (Forsyth 1992; Barnett et al. 1994). 
Thus, we propose that less idealistic auditors will likely 
make less effective fraud judgments because they tip the bal-
ancing scale in favor of their clients (Bazerman et al. 2002).

At first, it may sound puzzling that less idealistic audi-
tors would tip the balance for their clients when the objec-
tive cost for other stakeholders is seemingly higher. That is, 
why would an auditor accept this tradeoff when undetected 
fraud is more negatively impactful on investors and society 
as a whole? First, psychology research shows that people are 
more willing to harm strangers than individuals they know 
(Bazerman et al. 2002). Second, while the harm done to the 
client is immediate and certain, the consequences of a clean 
report when a fraud report is called for is both delayed and 
uncertain (Bazerman et al. 2002). Third, auditors have eco-
nomic incentives not to harm fee-paying clients who can fire 
them when they are unhappy with the audit outcome. Thus, 
auditors may avoid harming their clients to avoid harming 
themselves, at least when analyzed with a short-term lens 
(Johari et al. 2017).

Trait Skepticism

Auditors are required to exercise professional skepticism as 
part of due professional care (PCAOB 2007a, b, 2008, 2010, 
2011, 2012, 2020). Prior empirical research shows that pro-
fessional skepticism improves audit quality (Carpenter et al. 
2011; Hurtt 2010; Hammersley 2011; Eysenck et al. 1987; 
Eutsler et al. 2018).

Accounting researchers’ interest in trait skepticism arises 
because of its perceived potential to enhance professional 
skepticism (Nelson 2009; Hurtt 2010). Trait skepticism 
relates to an individual’s disposition to acquiring convincing 
evidence before concluding that an assertion is fairly stated. 
There seems to be some conceptual consensus that persons 
with higher trait skepticism have a tendency, attitude or a 
mindset that lets them perform relatively more and effective 
procedures to gather persuasive evidence prior to validating 
the client’s assertion (e.g., Mautz and Sharaf 1961; Beasley 
et al. 1999; Elliott, 2002). Ceteris paribus, we expect audi-
tors with a higher level of trait skepticism to acquire more 
effective fraud procedures in satisfaction of their in-built 
evidential appetite.

However, prior empirical research has produced mixed 
results on whether trait skepticism is associated with effec-
tive fraud judgments and decisions. For instance, while Car-
penter and Reimers (2013) find that partners’ emphasis on 
professional skepticism positively influences fraud planning 
judgments, it does not influence trait skepticism as meas-
ured by the Hurtt (2010) scale. Further, they find that trait 

skepticism did not affect the identification of relevant fraud 
risk factors, fraud risk assessments or the development of 
relevant fraud audit procedures. Quadackers et al. (2014) 
report that trait skepticism is not associated with fraud risk 
judgments when control environment risk is high. Similarly, 
other studies have not found an association between trait 
skepticism and fraud risk assessments (e.g., Popova 2013; 
Peytecheva 2014).

On the other hand, Popova (2013) finds that auditors with 
high trait skepticism evaluate evidence more critically and 
Quadackers et al. (2014) find some support for an associa-
tion between trait skepticism and fraud judgments when con-
trol environment risk is low. Fullerton and Durtschi (2004) 
found that internal auditors with a higher level of trait skep-
ticism desired more information in relation to fraud symp-
toms. Quadackers (2009) found that the relationship between 
alternative skeptical characteristics and skeptical judgments 
and decisions varies significantly. For instance, interpersonal 
trust is significantly associated with the likelihood of fraud 
but only marginally so with evaluating management explana-
tions. Need for control is significantly associated with num-
ber of error explanations but in the unexpected direction and 
locus of control is not significant in any of the models. A 
few recent studies have also shown that the auditors’ social 
relationship with management can influence the exercise of 
skeptical judgments (Eutsler et al. 2018; Guénin-Paracini 
et al. 2015; Nolder and Kadous 2018).

Joint Influence of Idealism and Trait Skepticism

The preceding discussion about ethical and skeptical pre-
dispositions raises the question of whether and how audi-
tors’ ethical idealism and trait skepticism jointly affect their 
fraud planning judgments. Ethical position theory suggests 
that idealism is positively associated with fraud planning 
performance. Skeptical disposition, on the other hand, sug-
gests that skeptical auditors have a tendency to gather more 
evidence to address the possibility of misstatements (Glover 
and Prawitt 2014).

We are unaware of any theory or research that has exam-
ined the potential interaction between ethical idealism and 
trait skepticism. We examine this possibility by considering 
the potential implications for fraud planning performance 
arising from the various combinations of ethical idealism 
and trait skepticism. We summarize the potential implica-
tions in Table 1, which crosses ethical idealism (high or low) 
and trait skepticism (high or low).

Table 1 shows that skeptical idealists require more con-
vincing evidence and strive to produce the best consequence 
possible. Therefore, the two traits drive their evidential deci-
sions: a questioning mind when testing a client’s assertion 
and a desire to avoid harming others when evaluating the 
consequences of an incorrect fraud report. The joint effect 
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is for these auditors to seek more effective fraud detection 
procedures. Thus, we propose that effective fraud planning 
judgment is characterized by high levels of both trait skepti-
cism and ethical idealism.

On the other hand, the other 3 cells suggest a decline in 
the relative effectiveness of fraud planning judgments either 
because of a relatively lower questioning mind when testing 
the client’s assertions or a desire to accept some harm, for 
some perceived good outcomes, when evaluating the conse-
quences of an incorrect fraud report. For instance, skeptical 
pragmatists are predisposed to being critical in evaluating 
the client’s assertions. However, their ethical approach tilts 
towards accepting bad consequences to produce good, which 
implies that they might be less willing to intensely probe a 
potential fraud, which produces a good (e.g., to maintain a 
good relationship with the client), even if there is a risk that 
an incorrect fraud report can have negative consequences 
(Bazerman et al. 2002).

Similarly, trusting pragmatists require less evidence for 
both testing the client’s assertions and evaluating the con-
sequences of an incorrect fraud report. They are less likely 
to engage in effective testing because they are predisposed 
to accepting the bad consequences of fraud if it produces a 
good, such as avoiding disagreement with the client as well 
as being predisposed to be less critical in testing the client’s 

assertions. Lastly, while trusting idealists strive to produce 
the best consequence possible, from the ethical judgment 
perspective, they are predisposed to be less critical in test-
ing the client’s assertions. Therefore, while they will probe 
a potential fraudulent transaction to avoid harming others, 
their search for evidence tends to be limited by their predis-
position to have a less questioning mindset for hypothesis 
testing purposes.

Considering that effective fraud planning requires a 
predisposition to doubt the client’s assertion and to avoid 
harmful consequences, we pose the following interaction 
hypotheses:

H1 The association between either trait skepticism or ethical 
idealism and the number of effective fraud audit procedures 
depends on the other trait.

Research Method

Task and Design

The case used was adapted, with permission, from Asare 
and Wright (2004). The information was based on a real 
fraud case (SEC 1997) and the case materials had been 

Table 1  Taxonomy of approach to deception based on idealism and trait skepticism

The first two sentences in each cell define the individual’s approach to evidence and consequences. The third sentence applies an individual’s 
skeptical and ethical predispositions to the fraud planning task

Low skepticism High skepticism

Low idealism Trusting pragmatist
They are predisposed to require relatively less convincing 

evidence before concluding that an assertion is fairly stated. 
They are pragmatic in orientation towards consequences and 
believe that harmful consequences may sometimes be neces-
sary in a pursuit of a greater good

Their fraud planning is likely to be relatively less effective 
because they are both predisposed to not questioning evi-
dence and tend to be willing to accept the bad consequences 
of fraud if it produces good

Skeptical pragmatist
They are predisposed to require relatively more 

convincing evidence before concluding that 
an assertion is fairly stated. They are prag-
matic in orientation towards consequences 
and believe that harmful consequences may 
sometimes be necessary in a pursuit of a 
greater good

Their fraud planning is likely to be relatively 
less effective because even though they are 
predisposed to questioning evidence, they 
tend to be willing to accept the bad conse-
quences of fraud if it produces good

High idealism Trusting idealist
They are predisposed to require relatively less convincing 

evidence before concluding that an assertion is fairly stated. 
They are less pragmatic in orientation towards consequences 
and believe that it is always unnecessary or wrong to pursue a 
cause of action that harms others

Their fraud planning is likely to be relatively less effective 
because even though they tend to be less willing to accept 
the bad consequences of fraud, they are predisposed to not 
questioning evidence

Skeptical idealist
They are predisposed to require relatively more 

convincing evidence before concluding that an 
assertion is fairly stated. They are less prag-
matic in orientation towards consequences 
and believe that it is always unnecessary or 
wrong to pursue a cause of action that harms 
others

Their fraud planning is likely to be relatively 
more effective because they are both predis-
posed to questioning evidence and tend to be 
less willing to accept the bad consequences 
of fraud
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deployed in several prior studies (Hoffman and Zimbelman 
2009; Boritz et al. 2015; Hammersley 2011; Verwey 2014; 
Verwey and Asare 2018) and, thus, is reliable for measuring 
fraud planning judgments. The management of the company 
fraudulently and materially overstated net income due to 
improper revenue recognition.

Each participant received background information, which 
included the company’s products and markets, financial 
statements, revenue cycle, and the marketing program. They 
then provided risk assessments. Consistent with prior stud-
ies, we found no association between fraud risk and plan-
ning of effective fraud audit procedures and fraud risk is 
not discussed further (Zimbelman 1997; Glover et al. 2003; 
Asare and Wright 2004; Hammersley 2011). Subsequently, 
they received a standard program comprising of ten audit 
procedures. Audit firms routinely use standard programs to 
promote consistency in their staffs’ work. The participants’ 
task was to plan audit procedures for the revenue cycle by 
selecting procedures from the standard audit program or 
identifying new procedures as they deemed necessary.

The participants completed the case in Dutch to ensure 
that no language problems occurred in understanding the 
case. For that reason, the Asare and Wright (2004) case was 
translated using a translation and back-translation procedure, 
conducted by two professional translators who were either 
a native English or a native Dutch speaker. The translators 
were familiar with audit vocabulary but had no knowledge 
of the research hypotheses. Subsequent to the translation, the 
case was piloted by four auditors and three forensic special-
ists who were either managers or partners. The pilot was run 
to ensure clarity and completeness of the task. Pilot partici-
pants suggested changes to increase comprehension, which 
were duly incorporated in the case.

Dependent Variable

Each participant’s proposed program includes procedures 
retained on the standard program and any new planned pro-
cedures. Participants’ proposed program were compared to 
a benchmark that contained 21 effective tests obtained by 
using the 13 tests used in (Asare and Wright 2004) aug-
mented with 8 procedures proposed by three experienced 
forensic partners from the Big-4 forensic departments (Ver-
wey 2014; Verwey and Asare 2018). After three rounds of 
the Delphi approach, the experienced forensic partners came 
up with eight additional effective procedures to mitigate the 
fraud risks in the case, bringing the total benchmark of effec-
tive procedures to 21 procedures.

As with prior studies, program effectiveness is defined 
as the number of procedures listed by participants that are 
on the benchmark. Thus, the greater the number of effec-
tive procedures identified, the more effective the audit plan 
(consistent with the approach adopted by Asare and Wright 

2004; Hammersley et al. 2010; Boritz et al. 2015). This 
measure is used because in a fraud setting it is unlikely that 
any single procedure will uncover fraud; thus, the greater the 
number of effective procedures, the more likely it is that the 
auditor will detect fraud (Asare and Wright 2004).

Two experts in the auditing field independently coded 
and evaluated the participants’ selected procedures using the 
benchmark procedures. Each expert has more than 10 years 
of experience in auditing as well as experience with multiple 
fraud investigations supervised by forensic accountants. The 
coders had no knowledge of the research hypotheses. They 
were only provided with the descriptions of the 21 effective 
procedures. The initial level of inter-coder agreement was 
83%. Inter-coder disagreement was resolved by subsequent 
discussion between the two coders.

Questionnaires

Each participant was required to complete a questionnaire 
after completing the revenue task. The questionnaire con-
tained questions that allowed us to measure the participant’s 
ethical idealism (Forsyth’s Ethical Position Questionnaire) 
and level of trait (Hurtt Scale). To control for order effects, 
the questions within each scale as well as the order of the 
two scales were randomly assigned to the participants.

The EPQ scale consists of 20 items (Forsyth 1980, 1992). 
We focused on the first 10 items that measure ethical ideal-
ism. Responses to each question are elicited on a 5-point 
scale. Thus, the maximum score that could be achieved 
is 50. The EPQ asks individuals to indicate their level of 
agreement with items that vary in terms of idealism, with 
the low point of the scale indicating complete disagreement 
and the high point indicating complete agreement (Forsyth 
1980). Thus, higher scores indicate higher ethical idealism. 
The ethical idealism scale measures one’s perspectives on 
positive and negative consequences with items such as, “a 
person should make certain that their actions never inten-
tionally harm another even to a small degree.” Overall, high 
scorers on the ethical idealism scale more strongly endorse 
items that reflect a fundamental concern for the welfare of 
others. (Forsyth 1980; Forsyth et al. 2008). The advantage 
of the EPQ is that the ethical idealism of an auditor can be 
measured reliably as this scale has been shown to be valid 
in prior audit research (e.g., Schlenker and Forsyth 1977; 
Shaub et al. 1993; Barnett et al. 1994; Douglas and Wier 
2000; Douglas et al. 2001; Henle et al. 2005). The use of 
the EPQ is also preferred to an assessment based on directly 
measuring participants’ commitment to the Profession’s 
Code of Ethics. The direct approach is more vulnerable to 
socially desired answers as auditors would be reluctant to 
provide responses that indicate noncompliance with the pro-
fessional code of ethics.
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We used the Hurtt scale to measure trait skepticism 
because it has been extensively tested and proven to be 
stable over time in prior studies (Hurtt 2010; Hurtt et al. 
2012, 2013; Popova 2013; Quadackers et al. 2014). The 
scale comprises of 30 questions designed to measure six 
individual characteristics: a questioning mind, suspension 
of judgment, need to search for knowledge, interpersonal 
understanding, self-confidence, and self-determination. 
Responses to each question are elicited on a 6-point scale. 
Thus, the maximum score that could be achieved is 180. 
Finally, participants also provided demographic informa-
tion about their gender, age, audit firm, and experience in 
auditing.

Participants and Task Administration

The participants were 86 public auditors from 12 differ-
ent audit firms who had agreed to participate in the study 
after being contacted by their co-workers who were all in a 
final phase of their accountancy study (Master of Account-
ancy) at a University in the Netherlands. The participants 
conducted the study in presence of the researcher or a stu-
dent who was instructed and trained by the researcher. 
Fifty-five auditors worked at a Big-4 firm and 31 audi-
tors worked at a Non-Big-4 firm. The auditors from the 
Big-4 firms were comprised of 29 managers, 13 senior 
managers, and 13 partners. Those from the Non-Big-4 
firms comprised of 14 managers, 11 senior managers, and 
6 partners. The auditors are all Register Accountants (RA, 
the Dutch equivalent of the Certified Public Accountant 
(CPA) in USA or Chartered Accountant (CA) in UK). The 
participants had a mean (standard deviation) age of 36.50 
(8.033) years and had a mean (standard deviation) audit 
experience of 147.57 (108.297) months. There were 69 
males and 17 females. Table 2 summarizes the partici-
pants’ profile.

The demographic variables gender and firm (Big-4 
v. Non-Big-4) are not significantly correlated with the
independent variables. The variable age is significantly 
correlated with experience [Spearman’s Rho = 0.731 
(p < 0.001)]. The university ethics board approved the 
participants’ participation in the study. Participants were 
guaranteed anonymity and participation was on a vol-
untary basis. The study was conducted under controlled 
conditions in the presence of either one of the researchers 
or a firm representative who had been trained on how to 
administer the study.

Results

Descriptive Statistics

Table 3 provides descriptive statistics regarding the mean of 
the research variables. The mean (standard deviation) num-
ber of effective audit procedures planned is 5.43 (1.046). The 
mean (standard deviation) score of idealism is 32.93 (5.228). 
Since the neutral point of the ethical idealism scale is 30 
(scores range from 10 to 50), auditors generally appear to 
believe that morally “right” behavior leads to positive con-
sequence. Cronbach α of 0.791 shows that the ethical ideal-
ism scale is reliable (Nunally 1978; DeVellis 1991). The 
mean (standard deviation) score of professional skepticism 
is 132.86 (9.740) which is higher than the theoretical mid-
point of the scale and comparable to the 138.6 (12.6) for the 
auditors in Hurtt (2010). The Cronbach α for the Hurtt scale 
is 0.817. Finally, idealism and trait skepticism are separate 
constructs as evidenced by the low correlations (Spearman’s 
rho = 0.225, p = 0.037) between the two constructs and the 
low Cronbach α (0.365) of the two scales.

Table 2  Participants’ profile

Number of auditors participating in study 86
Number of auditors from Big-4 firms 55 (13 partners, 

13 senior man-
agers and 29 
managers)

Number of auditors from Non-Big-4 firms 31 (6 partners, 11 
senior managers 
and 12 manag-
ers)

Mean (standard deviation) months of auditing 
experience

147.57 (108.297)

Mean (standard deviation) age in years 36.5 (8.033)
Number of males 69
Number of females 17

Table 3  Descriptive statistics on idealism, trait skepticism, and con-
trol variables

*Idealism is measured by 10 items on a 5-point Likert scale. Higher
scores on idealism correspond to higher belief that desirable conse-
quences can, with the right action, always be obtained. Cronbach’s α 
for Idealism = 0.791
**Trait Skepticism is measured by 30 items on a 6-point Likert 
scale. Higher scores on trait skepticism correspond to a predisposi-
tion to critical assessment of evidence. Cronbach’s α for Trait Skepti-
cism = 0.817

Descriptive statistics (n = 86)

Mean (standard deviation) effective procedures 
planned

5.43 (1.046)

Mean (standard deviation) idealism* 32.93 (5.228)
Mean (standard deviation) level of trait skepti-

cism**
132.86 (9.740)

Mean (SD) audit experience (in months) 147.57 (108.297)
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Hypothesis Testing

The research hypothesis proposes an interaction between 
trait skepticism and idealism on the number of effective 
fraud detection procedures. We test this hypothesis by 
regressing the number of effective procedures identified by 
each participant on ethical idealism, trait skepticism and 
their interaction. We included each participant’s audit expe-
rience as a control variable. For the purposes of testing the 
interaction, we center ethical idealism and trait skepticism 
by subtracting their respective means from each participant’s 
scores. The interaction term is the product of the relevant-
centered variables (Aiken and West 1991; Pedhazur 1997). 
The regression results are presented in Table 4.

There is a significant effect for trait skepticism (tdf = 1, 
β = 0.252, 1-tailed p = 0.014) in the expected direction. How-
ever, the main effect for idealism is not significant  (tdf = 1, 
β = 0.127, 1-tailed p = 0.126). The control variable is also 
significant (tdf = 1, β = − 0.203, 1-tailed p = 0.038). Using 
participants’ age, rather than their audit experience, as the 
control variable did not qualitatively affect the main results, 
except that age is marginally significant (p = 0.063, 1-tailed). 
Neither firm nor gender are significant as control variables 
nor affect the results.

Notably, there is an interaction between idealism and trait 
skepticism (tdf = 1, β = 0.190, 1-tailed p = 0.043) suggesting 
that the coefficients on ethical idealism and trait skepticism 
do not represent their unique effect on the number of effec-
tive fraud audit procedures. Rather, the presence of the sig-
nificant interaction indicates that the effect of either ethical 
idealism or trait skepticism on the number of fraud effective 
procedures is different at different values of the other trait 
variable.

We performed follow up analysis by obtaining simple 
regression lines for ethical idealism at a standard deviation 
above and below the mean of trait skepticism; and for trait 
skepticism at a standard deviation above and below the mean 
of ethical idealism (see, Aiken and West 1991; Pedhazur 
1997). Figure 2 provides a visual display of the interac-
tion effect. It can be seen that for high ethical idealists (i.e., 
the dotted line), there appears to be a positive relationship 
between trait skepticism and the number of effective pro-
cedures. On the other hand, for low ethical idealists (the 
solid line), there appears to be no relationship between trait 
skepticism and the number of effective procedures.

We use a simple slope analysis to examine the signifi-
cance of the observed patterns in Fig. 2. The untabulated 
analysis shows that there is a significant positive association 
between trait skepticism and number of effective procedures 
for auditors who score 1 standard deviation above the mean 
of ethical idealism (tdf = 1, β = 0.441, 1-tailed p = 0.003). 
However, the association between trait skepticism and num-
ber of effective procedures for auditors who score 1 standard 
deviation below the mean of ethical idealism is not signifi-
cant (tdf = 1, β = 0.063, 1-tailed p = 0.384). Similarly, there is 
a significant positive association between ethical idealism 
and the number of effective procedures for auditors who 
score 1 standard deviation above the mean of trait skepticism 
(tdf = 1, β = 0.317, 1-tailed p = 0.032). However, the associa-
tion between ethical idealism and number of effective proce-
dures for auditors who score 1 standard deviation below the 
mean of trait skepticism is not significant (tdf = 1, β = − 0.062, 
1-tailed p = 0.331). Lastly, as reported in Table 4, the overall 
interaction model is significant (F4,81 = 2.701, p = 0.036). By 
way of contrast, a regression model without the interaction 
term does not appear to fit the data (F3,82 = 2.532, p = 0.063).

Table 4  Regression of planned 
audit procedures on idealism 
and trait skepticism

a Idealism (IDE) is measured by 10 items on a 5-point Likert scale. The score is centralized to reduce multi-
collinearity between IDE and IDE*TS
b Trait Skepticism (TS) is measured by 30 items on a 6-point Likert scale. The score is centralized to reduce 
multicollinearity between TS and IDE*TS
c Experience is a control variable that measures the participants’ audit experience (in months)
d F-ratio of the regression model

Unstandard-
ized coeffi-
cients

Standard error Standardized 
coefficients (β)

t test Df p value 
(one-
tailed)

Constant 5.668 0.190 29.762 0.000
Idealism (IDE)a 0.026 0.022 0.127 1.152 1 0.126
Trait Skepticism (TS)b 0.027 0.012 0.252 2.244 1 0.014
IDE * TS 0.004 0.002 0.190 1.738 1 0.043
Experiencec − 0.002 0.001 − 0.203 − 1.797 1 0.038
Regression 2.701d 4 0.036
Residual 81
Total 85
Adjusted R2 0.074
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Taken together, the simple slope analysis suggests that 
the effect of trait skepticism on the number of effective audit 
procedures depends on the extent of ethical idealism. For 
auditors with high ethical idealism, there is a positive rela-
tionship between trait skepticism and the number of effec-
tive audit procedures. However, for auditors with low ethical 
idealism, there is no relationship between trait skepticism 
and the number of effective audit procedures. Similarly, for 
auditors with high trait skepticism, there is a positive rela-
tionship between ethical idealism and the number of effec-
tive audit procedures. However, for auditors with low trait 
skepticism, there is no relationship between ethical idealism 
and the number of effective audit procedures. In effect, high 
trait skepticism (high idealism) does not compensate low 
idealism (low trait skepticism). In terms of Table 1, skepti-
cal idealists are likely to be most effective in fraud planning 
judgments.

Conclusions and Discussion

This study leverages insights from the ethical position theory 
in combination with the accounting literature on trait skepti-
cism to increase understanding of how traits affect auditors’ 
fraud planning judgments. Considering that fraud planning 
judgments require both assertions testing, which conceivably 

is partly driven by trait skepticism, and evaluation of the 
consequences of the potential fraud, which we conceptualize 
as related to ethical idealism, we have proposed and found 
that additional insights into fraud planning performance 
could be garnered by examining the two traits jointly.

It is important to understand the role of auditors’ ethi-
cal position because fraud detection involves the evaluation 
of the consequences of an incorrect fraud report on vari-
ous stakeholders. This is a classic ethical dilemma. Ethics 
research highlights the importance of understanding the 
degree to which an action’s consequences should influence 
judgment (Forsythe 1980, 1981, 1992). Thus, it is reasonable 
to expect an association between auditors’ ethical idealism 
and their fraud planning judgments. Professional standards 
and prior research have appositely focused on skepticism 
since an auditor’s presumption of the validity of client’s 
assertions likely affects evidential gathering, with a more 
skeptical presumption warranting the acquisition of more 
evidence (Nelson 2009). To the extent that personality traits 
affect fraud planning judgments, it is, therefore, important 
and of interest to examine how the two traits interactively 
affect an auditor’s evaluation of a client’s attempted fraudu-
lent financial reporting (fraud).

Our primary finding is that the association of trait skep-
ticism and the effectiveness of fraud planning judgments 
depends on the level of ethical idealism. Specifically, there 

Fig. 2  Interaction effect 
between Idealism and Trait 
Skepticism
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is a significant positive association between trait skepticism 
and number of effective procedures but only for auditors 
who score 1 standard deviation above the mean of ideal-
ism. Similarly, there is a significant positive association 
between idealism and number of effective procedures but 
only for auditors who score 1 standard deviation above the 
mean of trait skepticism. In other words, high ethical ideal-
ism improves fraud planning judgments but only for highly 
skeptical auditors. Similarly, high trait skepticism improves 
fraud planning judgments but only highly idealist auditors. 
This may explain why prior research, which has not con-
trolled for ethical position, has produced mixed findings on 
the effect of trait skepticism.

Our results support the contention that auditors differ in 
their ethical philosophy, which can affect their fraud plan-
ning judgments. We also find that our participants are highly 
idealistic suggesting that, on average, auditors are more 
likely to assume that desirable consequences can, with the 
right action, always be obtained, a trait which when cou-
pled with higher trait skepticism enhances fraud planning 
judgments.

Our results have practical implications. For instance, 
accounting firms may measure the ethical and skeptical 
predispositions of their auditors and assign skeptical ideal-
ists to the high-risk engagements. The challenge for public 
accounting firms will be to identify such skeptical idealists 
and assign them to higher fraud risk engagements. Recent 
improvements in instruments for measuring both ethical ide-
alism and trait skepticism provide an opportunity for firms 
to strategically benefit from implementing research findings 
on traits and audit quality. Alternatively, training and other 
mechanisms can be employed to sensitize other auditors to 
risk. Since professional judgment is influenced by both trait 
and situational factors, knowledge of auditors’ traits can be 
used to trigger situational factors that compensate for any 
“traits-deficit.” Likewise, engagement teams may be formed 
that draw on the knowledge of auditors’ traits to achieve 
diversity of personality. Whether firms are willing to invest 
in tools for measuring traits and the ethical issues that arise 
from such usage is, however, beyond the scope of this paper.

Our results suggest several avenues for future research. 
For instance, future research may be designed to more con-
clusively test the association between personality traits and 
audit program judgments related to evaluating misstatements 
and intent to deceive. A second avenue for future research 
is to examine the circumstances or situations that are asso-
ciated with rejection of moral principles. In other words, 
how do situational factors interact with traits to influence 
audit quality and ethical responses? For instance, how does 
client pressure or financial incentives affect the decision to 
reject moral principles? How does the ongoing relationship 
between auditors and their clients affect the assessment of 
consequences of fraud planning and reporting? On the other 

hand, can firms emplace training and other activities that 
allow auditors to get insights into their traits, thereby creat-
ing awareness of when they are likely to over-audit or under-
audit? For instance, can auditors who have low trait skepti-
cism or ethical idealism be trained (see, Hudson and Fraley 
2015)? It is known that cultures differ widely in their moral 
practices (Forsyth et al. 2008; Hunt and Vitell 1986). Thus, 
to the extent that culture is related to ethical position, future 
research should examine the extent to which our results hold 
in different cultures, especially in cultures where auditors 
are, on average, lowly idealistic.

Our results highlight the potential importance of traits 
in fraud planning and suggest that firms may benefit from 
understanding the ethical and skeptical dispositions of their 
auditors. Further, our results highlight that ethical posi-
tion and trait skepticism are not compensatory but are both 
needed for effective fraud performance. Our results also 
highlight the importance of placing more emphasis on moral 
philosophy. We did not specifically address the assessment 
of management’s intent. Yet, it is a crucial element of fraud 
and central to its detection. Thus, this is an important avenue 
for future research to explore, dwelling on the association 
between ethical idealism and judging intent.

While not the main focus of our study, our results reveal a 
negative association between auditing experience and fraud 
planning. This result is counterintuitive and requires explor-
ing by future research. It may suggest that auditors’ experi-
ence with fraud does not occur with enough regularity to 
allow them to learn from it, potentially leading to atrophy 
in fraud planning skills over time. Prior research on various 
tasks suggests that experience generally improves perfor-
mance (Nelson 2009). However, frauds are perpetrated by 
a strategic trusted client who has nearly limitless schemes 
to conceal the act and mislead the auditor (Guénin-Paracini 
et al. 2014). The uniqueness of fraud not only blocks the 
typical feedback channels but also potentially devalues the 
usual experience effect, rendering each fraud encounter a 
novelty. In other words, the rarity and uniqueness of fraud 
may make it difficult for experience to matter or even to 
backfire (Dyck et al. 2010; Nallareddy and Ogneva 2017). 
Since data on these issues were not gathered in this study, 
future research on this topic could be of added value and 
could provide better indications of the conditions under 
which more audit experience could improve harm or have 
no effect on auditors’ fraud planning judgments.

Future research could also focus on examining other per-
sonality traits or characteristics that can influence, either 
individually or jointly with other situational variables, 
auditors’ fraud planning judgments. For instance, future 
research could examine the effect of analytical abilities, 
problem-solving abilities, investigative mind, and how they 
might interact with ethical idealism and trait skepticism to 
influence fraud planning judgments. Another limitation is 
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that this research only focused on the planning phase of an 
audit. It will be interesting to study the impact of traits on 
the detection phase of an audit. The interpretation of audit 
evidence (as a result of the planned audit procedures) is very 
crucial in fraud detection.

Furthermore, while we focus on individual judgments, 
the actual practice situation may call for team decisions. 
Moreover, the fraud may have been perpetrated and con-
cealed by multiple persons in the organization, potentially 
blocking auditors’ access to multiple channels of evidence, 
thereby, further complicating the auditors’ task (Free and 
Murphy 2015; Guénin-Paracini et al. 2014, 2015). In prac-
tice, professionals are compensated for their services. How-
ever, we provided no such compensation and there is no way 
of knowing how that affected their responses. Similarly, we 
did not incorporate multitasking, budget and deadline pres-
sures that are features of audit practice. These omissions 
limit the external validity of our findings. But even if the 
lack of incentives, and other practice features, in the study’s 
setting affected participants’ responses, it is unclear why this 
effect will vary by traits. With the above limitations in mind 
and taking into account recent findings of auditors’ ethical 
lapses, our study suggests that paying attention to ethical and 
skeptical traits could potentially add value to the research 
and practice of fraud detection.
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