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FOREWORD 
 

 

The Malaysian Institute of Accountants (MIA) is pleased to showcase the MIA Article of Merit 

Awards on Professional Accountants in Business (PAIB) 2018 publication.  

 

This publication is published in an effort to recognise authors for their articles that are judged to 

make a valuable contribution to the development of the roles and domain of the Professional 

Accountants in Business (PAIB). The topic can be anything that is relevant and current to the 

roles and domain of PAIB, and contributes to domestic and international thinking in the chosen 

topic.  

 

MIA has been organising the Awards since 2008 with the objective of recognising authors for 

their exceptional articles. The awards are open to all Malaysians. The author of the article may 

be involved in any aspect of work related to the roles and domain of the professional 

accountants in business. The winning articles provide insights into the current developments 

and issues that shape the accountancy profession currently.  The articles also help to promote 

best practices for the enhancement of the accountancy profession globally.   

 

The majority of MIA members are made up of professional accountants in business. Therefore, 

it is important for the Institute to continuously engage with its members and gear them towards 

enhancing their knowledge and skills. This is also because the present business environment is 

constantly evolving with requirements and expectations for corporations to be more competitive 

to remain relevant and sustainable. The MIA Article of Merit Awards on PAIB are part of MIA’s 

initiatives to engage with the PAIBs. 

 

There are 4 articles in this publication, and I trust that the diverse mix of articles presented will 

be a worthwhile read for all the different segments of PAIB. I do hope that these articles would 

motivate fellow PAIB and, that they would be encouraged to consider applying such strategies 

or techniques in their respective organisations.  

 

Finally, I would like to congratulate the winners of the MIA Article of Merit Awards on PAIB 

2018. The Institute appreciates the effort of all the authors who participated in the Awards in 

producing articles that contribute to the continuing professional development of the accounting 

fraternity and hope that you will continue to support the profession. 

 

Thank you. 

 

Dr. Nurmazilah Dato’ Mahzan 

Chief Executive Officer 

Malaysian Institute of Accountants 



 

 

ACKNOWLEDGEMENTS 
 

 

We wish to record our appreciation to the parties that have made the Awards and the 

publication possible, namely, the Professional Accountants in Business (PAIB) Adjudicators of 

the PAIB Committee. They are: 

 

PAIB Adjudicators 

Jeremy Nasrulhaq 

Aznorashiq Mohamed Zin 

Chari Thandalam Veeravalli 

Radha K Vengadasalam 

Shyamala Dhoraisingam Samuel 

 

We also wish to thank the PAIB Committee members for their guidance and the MIA PAIB 

Committee Secretariat of the Professional Practices and Technical (PPT) Division for their hard 

work in administering these awards. 

 

To the authors who participated and contributed their time and effort in submitting their articles, 

we thank you. 

 

 

 

 

 

 

 

 

 

 

 

NOTE: Members of the PAIB Committee or Adjudicators are not restricted from participating in 

the Awards. However, if they are part of the review team they are excluded from assessing their 

articles and will not be given access to the markings of their articles. 



 

 

CONTENTS 
 

 

 

First category (below 1,500 words) 

 

Platinum Award 

 

INTERNAL AUDITOR’S RISK JUDGMENT: DOES SOCIAL 

PRESSURE MATTER? 

1 

 Abstract 2 

 Internal Auditor Risk Judgment: Issues and Development 2 

 Internal Auditor’s Risk Judgment: Where do things go wrong? 4 

 Conclusion and Practical Implication 6 

 References 7 

 

 

 

Second category (below 5,000 words) 

 

Platinum Award 

 

ROLE OF ARTIFICIAL INTELLIGENCE IN THE CORPORATE 

WORLD 

9 

 Quick Glance at the Article 10 

 Aim 

Methodology and Reasoning 

Conclusion 

10 

10 

10 

 How Will AI Change the World? 12 

 
How Financial Services and High-Tech Telecommunication 

Industry is Currently Making Use of AI? 

14 

 Use of AI in Financial Services 

Use of AI in Finance 

Use of AI in Marketing 

Use of AI in Telecommunication Sector 

14 

15 

15 

16 

 Future of AI 17 

 References 18 

 
 
 
Gold Award 

 

PROFESSIONAL SKEPTICISM AND INTERNAL AUDITOR IN 

MALAYSIA 

19 

 Abstract 20 

 1. Introduction 20 



 

 

 2. Literature Review 22 

 2.1     Internal Auditors 

2.2     Professional Skepticism 

Questioning Mind 

Suspension of Judgment 

Searching for knowledge 

Understanding interpersonal relationship 

Self-determination 

Self-confidence 

22 

23 

24 

24 

25 

25 

25 

25 

 3. Application of Professional Skepticism in Audit Process 26 

 
4. Current Study on the Professional Skepticism and Internal 

Auditor in Malaysia 

27 

  4.1    Data Analysis and Discussion 28 

 5. Conclusion 30 

 References 30 

 Appendix A:  

Professional Skepticism Scale (Hurtt, 2010) 

34 

 Appendix B: 

Result of Factor Analysis & Cronbach Alpha 

36 

 
 
 
Silver Award 

 

INTEGRATED ROLE OF MANAGEMENT ACCOUNTING IN THE 

21ST CENTURY 

38 

 Abstract 39 

 1. Introduction 39 

 2. Evolution of Management Accounting 40 

 3. Management Accounting Change 41 

 4. Context of Case Organisations 42 

 5. Three Different Stories 43 

 6. What do the Stories Tell Us? 45 

 7. The Dilemma: Integrated Role or Dual Role? 46 

 7.1    Balancing between Hard and Soft Roles 

7.2    Balancing between Objectivity and Subjectivity 

7.3    Balancing between Technical/Process and 

Interaction/People 

7.4    Balancing between Compliance and Performance 

 

47 

47 

48 

 

48 



 

 

 8. The Future of Management Accounting 
50 

 9. Conclusion 
51 

 References 51 

 



 

1 

 

PLATINUM AWARD 

First category (below 1,500 words) 

 
 
 
 
 
 
 

INTERNAL AUDITOR’S RISK JUDGMENT: DOES SOCIAL 

PRESSURE MATTER? 
 
 

 
Fazlida Mohd Razali 

Associate Professor Dr. Jamaliah Said 

Dr. Razana Juhaida Johari 

 
 
 
 
 
 
 



Internal Auditor’s Risk Judgment: Does Social Pressure Matter? 

2 

 

INTERNAL AUDITOR’S RISK JUDGMENT: DOES SOCIAL PRESSURE MATTER? 

 

Abstract 

 

The relevance of internal audit activity in an organization depends highly on the internal auditor's 

ability to assess risk that brings value to the Board and management. Poor risk judgment not only 

resulting in audit failure, but exposing the company to huge loss and reputation damage. As an 

insider who offers an independent assurance services, an internal auditor might face social 

pressure, which restricts their ability to accurately assess existing and emerging risks faced by the 

organization. This study sets out to identify the existence of social pressure towards internal auditor 

risk’s judgment in the Malaysian internal audit environment. A survey of 274 internal auditors 

indicates that they do experienced social pressure, which includes a) the direction to audit low risk 

area and b) the direction to omit high risk area. The former will result in auditing the risk that bring 

no value to the Board and the organisation. Whereas the latter, will result in failure to detect fraud 

and irregularities in the organisation. Surprisingly, both pressure roots of corporate governance 

body, including Board of Director and Audit Committee. The loopholes in governing body open an 

opportunity for the Division Management to also put pressure on internal auditor. Social pressure 

could contribute to the flaws in internal auditors’ risk judgment, and indirectly the judgment of multi-

stakeholders relying upon the internal auditor’s judgment. Individual internal auditors need to be 

capable to handle the social pressure, therefore raising the tone of assurance made. Establishment 

of internal audit should be strengthened and then that the loopholes that lead to the existences of 

social pressures could be wiped out. Internal audit needs to be set at the sufficiently high level of 

governance to be able to do its duties independently and objectively, as well as owning an active 

and effective reporting line to the governing body. It’s never too late to take corrective action for the 

long-term benefit of the profession. Fight social pressure!!! 

 

Keywords: Social Pressure, Risk Judgment Performances, Internal Auditor, Malaysia 

 

Internal Auditor Risk Judgment: Issues and Development 

 

The increasing number of litigation cases filed against internal auditors should be a wake-up call for 

the entire profession. This has been proven by the revelation of scandals of well-known 

conglomerate, Toshiba, in a case of overstated profits by USD $1.8 billion, and Silver Bird Berhad, 

in a case of falsification of invoices worth RM64.7 million. In both the Toshiba and Silver Bird Berhad 

scandals, the internal auditors were accused of failing to assess the existence of accounting 

irregularities and fraud, leading to fraud becoming undetected and eventually huge losses and 

damage to the reputation of the two companies. Stakeholders have started to scrutinize the role 

played by internal auditors (Ibrahim, 2016) and begun to lose their trust on the value that internal 
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auditors and internal auditing bring to their corporations (Chambers, 2015a). Internationally, internal 

auditors has been warned for the biggest challenges awaiting internal auditing profession in 2018, 

which is auditing risks that bring no values to the 

Board and top management (Marks, 2017). This 

notion is in line with the concern raised by Sir 

Richard F. Chambers, the President and Executive  

Director of the Global Institute of Internal Auditors 

(IIA) on the growing criticism on the internal 

auditors’ risk judgment ability, as well as the 

heightened scrutiny on the role played by internal 

auditors in detecting and reporting the risk objectively (Chambers, 2015b). In Malaysia, the 

Governor of the Malaysian Central Bank, Bank Negara Malaysia (BNM), Datuk Muhammad Bin 

Ibrahim in his speech at the 5th Petronas Board Audit Committee (BAC) emphasized the importance 

of internal auditors’ risk judgment as the key contributor to sound organizational governance and 

cautioned that failure to execute this could contribute to a disaster to the organization at large 

(Ibrahim, 2016).  

 

The importance of risk judgment is clearly stated in the International Standards for Professional 

Practices of Internal Auditing (ISPPIA), particularly in the planning stage, where the Chief Audit 

Executive (CAE) is required by Para 2010 to establish a risk-based plan to direct the internal 

audit activity (IIA, 2016). CAE would usually depend on the input from the risk judgment made 

by subordinates. The expertise of both (Para 1210.A2), the CAE and the internal audit staff 

members in forming a sound risk judgment will determine the result of risk assessment exercise 

which is undertaken at least once a year. Specifically, Para 1220.A3 states that an internal 

auditor “must be alert of significant risk affecting the objectives, the operation and resources” 

(IIA, 2016, p. 7), be it the existing risk or emerging risk (Ibrahim, 2016; KPMG, 2008; Soh & 

Martinov-Bennie, 2011).  

 

Besides complying to ISSPIA, internal auditor's risk judgment is important to meet the needs of 

its multi-stakeholders especially external auditor. The revised International Standard on 

Auditing (ISA 2016) requires an external auditor to comment on the Key Audit Matters (KAM) in 

the audit client’s financial statement. The President of the Institute of Internal Auditors (IIA) 

Malaysia, stated that KAM is one of the high-risk areas that should be addressed by the internal 

auditor (TheStar, 2016). Internal auditor is in the best position to helps external auditor to 

complied with ISA requirement on KAM, in view of they have direct excess to company 

resources and expertise, that can enhance the external auditor’s understanding of the entity 

and its environment and identification and assessment of the risk of material misstatement 

(IAASB, 2013). As internal auditor practices risk-based auditing, external auditor uses of 

“Internal auditors’ risk judgment is 

the key contributor to sound 

organizational governance and 

failure to execute this could 

contribute to a disaster to the 

organization at large.” 

 

Datuk Muhammad Bin Ibrahim 

Governor of Malaysian Central Bank 
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internal auditor work depend so much on internal auditor abilities to appropriately apply risk 

judgment. There is growing adoption of risk-based internal auditing that is consistent with the 

requirement of the Standards which would require internal auditors to make a holistic judgment 

on risk (Robson, Humphrey, Khalifa, & Jones, 2007). Risk-based audit not only improves 

auditors’ knowledge about the company risk but indirectly helps to increase audit quality 

(Messier, 2014). It has been found that the internal 

audit function has evolved from “ticking the box” 

audit to more value-added, risk-based audit. This is 

consistent with the findings of Sarens, 

Abdolmohammadi, & Lenz (2012) which have 

confirmed that internal audit functions have added 

value to company governance through the use of 

risk-based audit plan.  

 

Internal Auditor’s Risk Judgment: Where do things go wrong? 

 

As employee of the organization's internal auditor might face the conflict between his / her 

professional’s commitment and the organization's commitment. Notwithstanding the importance 

of internal auditor competency in performing risk judgment, flaws in internal auditor’s risk 

judgment might be rooted from objectivity threats. Specifically, in making judgments, the 

internal auditor may be influenced by objectivity threat, which is “situation, actions or 

relationships that are likely to lead the internal auditor to subordinate their judgment on the 

audit matters to that of others” (Jameson, 2011). Social pressure is one of the objectivity threats 

that most widely found to bear an influence on auditor judgment. Internal audit might end up 

auditing risk that brings no value added to the organisation, especially when risk assessment 

leads to the areas that could affect management badly. To investigate further, we conducted a 

study of 274 individuals working as internal auditors in the Private sector (188 samples, 69%) 

and public sector (86 samples, 31%) organizations in Wilayah Persekutuan, Selangor and 

Wilayah Persekutuan Putrajaya.  

 

The results show that 70.8 percent respondents admitted that they have been directed to not 

audit high risk area. Whereas, 71.9 percent admitted has been directed to purposely audit low 

risk area. Additionally, 76.3 percent agreed that they have been directed to suppress or 

significantly modify a valid internal audit findings or report.  

 

“KAM areas are already considered 

as higher risk areas, therefore when 

doing risk-based audit planning, the 

KAMs should be a part of the focus 

area.” 

 

Lucy Wong 
President of Institute of Internal 
Auditors (IIA) Malaysia 
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Figure 1 Type of Social Pressure 
 

As an insider in the organizations, the existences of social pressures (See Figure 1) could 

prevent an internal auditor in discharging his duties as an “independent assurer” objectively 

(Jameson, 2011). This could be a possible cause that hinder internal auditor for not being able 

to detect any irregularities and fraud in an organisation (i.e. Toshiba- overstated profit by USD 

$1.8 billion and Silver Bird Berhad-falsification of invoices worth RM64.7 million). Surprisingly, 

the respondents admitted that the directions come from those entrusted to govern the 

organizations. As depicted in Figure 2, based on the respondent’s experiences, the pressure to 

omit high risk area and to audit low risk area mostly comes from Executives Management (61.3 

percent), by the Divisional Management (61.3 percent), Chief Executive Officer (59.5 percent) 

and Chief Financial Officer (56.2 percent). The most striking result to emerge from the data is 

that the direction also comes from the Audit Committee (49.6 percent), or jointly by Executive 

Management and Audit Committee (54.0 percent). 
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Figure 2 Sources of Social Pressure 
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More than half of the respondent (68.2 percent) agreed on the fact that the situation that lead to 

such pressure is due to “operational audit would reflect badly on the key operational 

management. Besides that, situation that lead to a pressure to suppress or significantly modify 

a valid internal audit findings or report includes a) financial reporting issues conflict with the 

external auditor or the Chief Financial Officer (59.5 percent), b) the executive’s misuse of 

corporate funds (52.6 percent) and c) the executive’s misuse of travel-related funds (53.3 

percent). 

 

 
 

Figure 3  Situation asked to suppress or significantly modify a valid audit report 
 

 

Conclusion and Practical Implication 

 

The ability of an internal auditors to outperform risk judgment will be hindered in existence of 

social pressure especially when the pressure imposed by those entrusted to govern internal 

audit activity in an organisation such as Audit Committee. The pressured become worst when it 

involved Executive Management who supposedly support internal audit as an independent 

assurer of organisation’s internal control system. The loopholes in the governance provides an 

opportunity to Divisional management to jointly induce pressure on internal auditor. An 

instruction to omit high risk area or to purposely audit low risk area will negatively influence 

internal auditor risk judgment. The former will reduce the chances of an internal auditor to 

detect any irregularities or fraud in an organisation. Whereas, the latter will only result in 

wasting of internal audit resources, which bring no value to the organisations. Besides that, an 

internal auditor also been pressured to suppress or significantly modify the internal audit 

findings or report. This usually happened when it deals with financial related issues (such as 
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executive misuse of corporate fund etc.) and issues that reflects badly on operational 

management. 

 

This empirical evidence is important to create consciousness among the individual internal 

auditors as well as their stakeholders on the negative impact of social pressure could induce on 

the internal auditor’s risk judgment. To be capable to outperform risk judgment with an 

unbiased mental attitude, internal auditors should know the potential action, position or 

relationship that could bring on social pressure. Execution of possible mitigating measures that 

may minimize or eliminate the social pressure should be contracted to increase the internal 

auditor's ability to perform risk judgment, therefore raising the tone of assurance made. 

Establishment of internal audit should be strengthened and then that the loopholes that lead to 

the existences of social pressures could be wiped out. Internal audit needs to be set at the 

sufficiently high level of governance to be able to do its duties independently and objectively, as 

well as owning an active and effective reporting line to the governing body. Quality assurance 

by external independent party, such as the Institute of Internal Auditor Malaysia can be an 

alternate mitigating measure that could supervise the quality of internal audit governance in an 

organisation. For example, the calibre of the audit committee (such as competency of audit 

committee members, conflict of interest, etc.) will be supervised in the quality assurance 

exercise. It’s never too late to take corrective action for the long-term benefit of the profession. 

Fight social pressure!!! 
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Quick Glance at The Article 

 

Aim 

 

The aim of the article is to reflect the current role of Artificial intelligence (AI) in the corporate 

world and how its application in different areas is assisting different sectors and companies 

operating in these sectors. 

 

Methodology and Reasoning  

 

The article is based on writer’s own experience and secondary research. In secondary 

research, news and information from the web is primarily used for the purpose of the article. It 

was not feasible to conduct primary research on the Artificial Intelligence as it is still in infancy 

stage and not every organization has started working on it.  

 

This article covers basic definition of artificial intelligence and its applications in the corporate 

world. Most of the use of AI is made in financial services and telecommunication sectors, 

hence; these are focused in the article. 

 

It is important to study the role of AI as it is one of the fastest growing areas and everyone can 

benefit from it. Apart from its importance, it is very interesting and eye-catching topic as well. 

 

Conclusion 

 

Big giant companies in the world has already invested in this new area of AI and they have 

started experiencing the outcome of it. Most of the companies are happy with it. It is gradually 

spreading and everyone is considering to make advantage of it. However, it is in infancy stage, 

hence; not much can be said about it. For sure it is growing and those who are investing in it 

are benefiting from it as well.   
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We are living in a world where new developments, especially in the field of technology has 

become a mundane activity. Rapidly new ideas and developments are taking place at the fast 

pace. Every day we are moving ahead with something amazing, helpful and new in our lives.   

 

Like any other development, Artificial Intelligence (AI) is also a new development in the field of 

computer science which will have “ripple” effect on the world. It is still in infancy stage. We are 

still not sure about it effects. Stephen Hawking also mentioned, “In short, the rise of powerful AI 

will be either the best, or the worst thing, ever to happen to humanity. We do not yet know 

which.” (Hern, 2016) It has taken us in the new world where machines have sense like human 

beings. For a moment this thing seems very strange and on the other hand very interesting 

also. A lot of questions take birth when anything new comes out of the box. Same is the case 

with the AI. Though AI is the new development but the seed was sown a lot of years back. The 

idea of computer having intelligence was considering back in 1950s when computer pioneer 

Alan Turing considered whether machines can think like humans. It has taken a lot of years for 

AI to set its firm footing on the ground.  

 

Before moving ahead, let’s put some spot light on the basics of AI.   

 

As per Technopedia, Artificial Intelligence is an area of computer science that emphasizes the 

creation of intelligent machines that work and react like humans. Some of the activities 

computers with artificial intelligence are designed for include:  

• Speech recognition; 

• Learning; 

• Planning; and 

• Problem solving.  

(Artificial Intelligence, 2018) 

 

In simple words, AI is “machines working like humans beings”.  

 

AI will have impact on every field that is why I mentioned earlier that it will have “ripple effect” 

on the world. It would have ripple effect in our lives and everywhere.  

 

We can see the use of AI in different areas of our life. We can see Virtual Personal Assistant 

(VPA) in our gadgets such as smart phones, laptops and tablets, etc. For example, Siri in 

iPhone, Google Now and Cortana by Microsoft. Through voice recognition, these VPAs can 

help us to find useful information. For instance, if anyone want to go the nearest restaurants in 
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their current location. They can speak out to VPA, “which are the nearest restaurants in the 

area” or simply “nearest restaurants”. After recognition of voice and information asked, VPA 

finds information from internet, phone, or through commands to other apps and deliver to us.  

 

Microsoft said about its VPA Cortana that it continually “learns about its user” and it develop the 

ability to anticipate users’ needs.  

 

Smart cars is another example of the application of AI. Smart car have cameras and it looks 

ahead and determines the direction of the movement and turnings. Google has worked on this 

idea and recently Huawei has took the initiative for the same. During the launch of new phone 

(Mate 10 pro), Huawei showed that a smart phone can drive an autonomous car. When the 

phone is attached to the windshield and connected via USB to a video camera set on the car’s 

roof, it can detect the barriers, understand them and compares them with a library of thousands 

of pictures and sends commands to the car to steer left, right or apply its brakes.  

 

AI is also used by online store such as Amazon, Ebay, etc. They make use of AI in predicting 

the customer purchasing habits. For instance, someone might be very interested in purchasing 

smart phones or IT related gadgets. Through the use of AI the pattern of customer purchasing 

habits can be identified and when he / she visits the online store, the relevant recommendation 

of products according their taste can be made to them. 

 

AI use can also be seen in online customer care support. Without having any live person, chat 

bot can respond to the queries of an individual. The chat bots are programmed based on the 

previous queries raised by the customer. Based on the past experiences, chat bots are 

programmed in a manner that can respond to the different questions asked by the customers.  

 

The experts also tried AI for the security surveillance. Security monitoring by a person or even 

by a group sometimes results in security lapses. Though AI is still in its early stages but it has a 

lot of potential to contribute to this area. 

 

How will AI change the world? 

 

The first thing that AI will change in the corporate world is the “processing” elements. It will 

make processing much faster and efficient than before. The following are some highlights 

reflecting the business which adopted artificial intelligence and how it is changing things: 
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(Chaffey, 2017) 

 

The above graph is the result of the research from McKinsey Global Institute. The graph 

focuses on the future AI Demand and current AI adoption. It can be clearly seen from the graph 

that financial services and telecommunication AI adoption rate is the higher than other sectors. 

After these sectors, transportation and logistics, health care, automobile and travelling section 

are active in the adoption of AI.  

 

My article will focus on AI use in financial services and telecommunication industry. 

 

 

 

 

 

 

 

https://www.smartinsights.com/managing-digital-marketing/marketing-innovation/artificial-intelligence-adoption-different-sectors/attachment/use-of-ai-in-different-industry-sectors/
https://www.smartinsights.com/managing-digital-marketing/marketing-innovation/artificial-intelligence-adoption-different-sectors/attachment/use-of-ai-in-different-industry-sectors/
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How Financial Services and High-Tech Telecommunication Industry is Currently Making 

Use of AI? 

 

Use of AI in Financial Services 

 

Financial institutions in the world are making use of AI in most of their functions such as IT, 

Finance, Customer Services, Marketing, R&D, HR, etc. The following graph demonstrates 

percentage wise usage of AI in the financial institutions: 

 

 

 

(How Artificial Intelligence is transforming the banking industry, 2017) 

 

The highest use of AI is in the IT department of financial institutions. Through the use of AI, the 

financial institutions can cut down its cost and boost revenue. For instance, Standard Chartered 

Hong Kong plans to introduce Chatbot built with a conversational AI platform. The chatbot will 

assist the bank to reduce its customer care services cost and add value to its revenue and 

customer satisfaction. The level of efficiency will increase, more customers will be “cared” in 

better way and less time. It will mutually benefit the institution and the customer who are using 

its services. In addition, as the new technology which eases the processes and methodology, it 

also boost reputation of the institution in the market. It will be “ win win” situation for everyone 
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though it might affect employment of some people but at the same time it is also opening the 

doors of new opportunities for the people in the world. 

 

Use of AI in Finance 

 

There are already a lot of software in the field of accounting that are facilitating different 

institutions to ease the function of accounting and finance. With the use of AI, it will further 

speed up the processes and fill existing gaps in the use of automation in accounting and 

finance.  

 

Robo Advisor is one of the example of use of AI in the function of accounting and function. It is 

a digital platform based on algorithm to do financial planning based on the data provided to it or 

goals defined. When information such as age, savings, income and current financial assets are 

provided to the AI based software like Robo Advisor, it will bifurcate investment in accordance 

with the goals defined by the customers. The main use of machines intelligence takes place 

when it automatically calibrates to changes in the customer goals and takes into account on 

going changes in the market. The key role of AI is to work like human brain and that is the 

differentiating factor of AI. 

 

Apart from this, there are a lot of other examples of use of AI in finance and accounting world, 

such as, Algorithmic Trading which is automated trading system and conducts millions of 

transactions a day.  

 

AI use can be made for the purpose of loans and insurance underwriting. AI can facilitate in 

deciding the limit and tenure for which lending could be conducted. Based on the data input, 

with use of algorithms different trends can be analyzed to detect trends that might influence 

lending.  

 

Use of AI in Marketing.  

 

AI can also be used for the purpose of marketing. The greater use of AI can be made for the 

purpose of online selling. Suggestions can made to the customers based on the search for 

products or their previous history. Amazon is an example, which recommends books and other 

products based on the consumers preference and their searches.  

 

AI – enhanced (Pay per click) PPC advertising is a good example of AI being used by 

marketers. The role of AI is to analyze, manage and optimize different advertisements, hence; 
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focusing on “reaching the targets” in a better way. The use of AI increases effectiveness and 

efficiency in the process of management and optimization of advertisements. Reaching right 

targets in less time and also cutting the cost of marketers.  

AI analysis behavior of user, what he / she searches and based on past purchases to 

recommended products to the users. The key role of AI here is to recommended products on 

real time bases which means, it responses to the changing needs of the customers.  

 

AI can also be used for customer segmentation, assisting organizations to advertise in 

accordance with the relevant segment or group of customers based on age, gender, seasons, 

demographic, etc. During long public holidays or festival more tourism advertisements will be 

displayed especially targeting tourists and advertisements are displayed on hoteling websites, 

social media, etc.  

 

Image recognition is one the key element of AI. In future it can be used to recognize image and 

search for products online. 

 

AI can be used to understand, optimize and improve business and network functioning and 

capabilities. In telecom section, AI application will be to revolutionize the way customer service 

is delivered and how internal processes are managed.   

 

Use of AI in Telecommunication Sector 

 

In telecommunication sector, most of the use of AI is made using customer service chat bots, 

speech and voice services for customers and maintenance of networks. 

 

The companies in the sector are using chat bots for dealing with the queries of the customers, 

which saves their cost as well as customer can also get assistance from these chat bots 

anytime. In Malaysia, Digi Telecommunication Sdn. Bhd., has made a separate web link for 

accessing Chabot to serve customers. Customers can access bot.digi.com.my and can chat to 

Chabot to ask their queries and get solution to any relevant issues they are facing. 

 

As per Vodafone, AI based Chabot assists to deliver a better customer experience by offering 

immediate support to it customer and resolve more than 70% of its customer issues. (AI boost 

for operators worldwide, 2018)  

 

Customers can use speech and voice recognition services to explore or purchase any content 

of the service provider. For example, Comcast launched voice remote for its customers that 



Role of Artificial Intelligence in the Corporate World 

17 

 

allows them to interact with Comcast system through voice and speech. Consumer can speak 

commands for key navigation which includes channel and show searching. It reduces time and 

add convenience for consumers.  

 

AI is playing vital role in assisting companies for maintenance of their networks and fixing any 

issues on timely basis. The importance of the AI in telecom sector can judged from the fact that 

Huawei directors says his company will spend $200 million over the next three years on 

technologies like AI to improve its network operations and efficiency. (AI boost for operators 

worldwide, 2018) 

 

Normally telecom companies need to keep check and update their network infrastructure and 

equipment on timely basis. Any issue or downtime in the network anywhere can extremely cost 

them as thousands of customers are connected to specific network equipment, hence; it affects 

reputation and revenue of the company. 

 

Future of AI 

 

Everyone knows that the future of AI is very bright. Everything emerging have its own 

advantages and disadvantages so same is the case with the Artificial Intelligence. On the bright 

side, it will change the world and make things very easy for human beings. Everyone in the 

globe will have some benefit from AI. It is obvious that the benefits in terms of ease, 

convenience and speed are the common ones. The effective and efficiency will boost at faster 

rate. By effectiveness, I mean that humans will also be able to achieve their objectives in better 

way and as far as efficiency is concerned, more output in relation to less input would be there. 

Therefore, there would more benefits in comparison to the cost in the long term.  

 

On the dark side, the main concern is where skilled worker will go, what they will do and how 

their career will be impacted. 

 

As mentioned earlier that AI will open new doors of opportunities and there will be new avenues 

to park investments in terms of skills. With AI, the skilled worker will need to move ahead and 

develop new skills that align with AI. AI is not something naturally created. It is the invention of 

humans so resources will be required for creation, modification and upgradation. People in their 

existing field might need to develop skills in AI.  

 

AI will affect some type of workers and they might have to change the direction of their career. 

For instance, salesman at any superstore might not be need. Self-Service Machines with AI 
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might be installed and customers interactive with them to complete the transaction. For 

instance, TESCO in Malaysia already has installed self-service machines having sensors, 

where customer can interact with machines and complete the transaction.  

 

It can be concluded that number of workforce in conventional role might be reduced at greater 

extent. Therefore, polishing and upgrading your skill set is highly important in coming years. 

 

In a nutshell, though Artificial Intelligence is in infancy stage but in coming months and years it 

will be everywhere, in front of every eye, in every hand and in everything we use.  
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PROFESSIONAL SKEPTICISM AND INTERNAL AUDITOR IN MALAYSIA 

 

Abstract 

 

Emphasizing on auditor skepticism attitude has attracted audit regulators in line with cases of 

fraud increasing currently. However, the explanation of skepticism traits among auditors is still 

lacking. The validity of the Hurtt skepticism scale in the context of different audit work 

requirement requires further examination. A factor analysis is conducted to validate the 

suitability of the instrument based on Malaysian data. The result found that all the six 

skepticism traits are relevant in explaining the professional skepticism traits among internal 

auditors in Malaysia. This result contradicts the study of Malaysian external auditor 

professional skepticism, which found no support on the suspension of judgment traits. The 

results suggest that internal auditor does not restricted to tight due date as compare to external 

auditor, thus allowing internal auditors take time and not hurry in making decisions. This paper 

contributes to the literature by providing some of the first empirical evidence regarding the 

professional skepticism traits that are applicable to the internal auditors. Recommendations for 

further researches are also discussed. 

Keywords: Professional skepticism, Internal auditor, Malaysia 

 

1. Introduction 

 

The collapsed of public confidence on the integrity and independence of auditors due to few 

biggest scandals on management fraud and recent global economic crisis has witnessed an 

increased demand that urge the auditors to be more attentive in planning and conducting the 

audit works. The need of exercising skepticism to detect fraud has been recommended by audit 

regulatory bodies throughout worldwide. Audit Oversight Board (AOB) Malaysia (2011), Public 

Company Audit Oversight Board (PCAOB) US (2008), Audit Inspection Unit (AIU) UK (2010) 

and Australian Securities and Investments Commission (ASIC) (2010) have suggested that 

auditors to be skeptical when conducting audit work. The concept and a guideline in explaining 

the concept of skepticism have been emphasized by International Auditing and Assurance 

Standards Board (IAASB) in 2012.   

 

Lacking of exercising skepticism attitude among auditors is seen increasingly serious when the 

findings showed that the percentage of fraud detection by the auditors is small i.e. less than 

10% (KPMG Report, 2009; Dyck et al., 2010). Generally, professional skepticism has been 

defined as an attitude that includes a questioning mind and a critical assessment of audit 
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evidence, which was often interpreted as neither assuming managerial honesty nor dishonesty 

(ISA 240). It is claimed that a lack of professional skepticism could have an undue effect on the 

results of the audit process. For instance, in a recent observation of its inspections, the Public 

Company Accounting Oversight Board (PCAOB) disclosed that auditors often fail to use 

sufficient professional skepticism when handling audits, and this has influenced the quality of 

the audits.  

 

While the PCAOB made these observations based on the results of the actions of external 

auditors, it is reasonable to assume that this same failing can also be applied to internal 

auditors. Notably, the internal auditors’ roles are to assist management with the evaluation of 

internal controls used to detect or mitigate fraud, evaluates the management’s assessment of 

fraud risk and are involved in any fraud investigation. Therefore, it may be even more relevant 

to internal auditors to apply professional skepticism because they operate and make decisions 

about audit evidence and the responses given by the individuals in an environment that is 

familiar to them (i.e. they work for the firm that they are auditing). It is also claimed that the 

internal auditors should adopt higher attitude of skepticism, as they are the first line of defence 

for finding fraud within a firm. 

 

Internal auditors, with their intimate knowledge of the workings of a firm, the corporate 

environment, as well as employee activities are in a unique position to spot many of the 

symptoms of fraud to which an external auditor may not be in the know. In fact, the internal 

auditors are more capable of detecting fraud (i.e. 14.4 percent) than the external auditors (i.e. 

3.3 percent) (Dordevic & Dukic, 2015: ACFE, 2016).  In executing their duties, they require a 

depth of understanding of a firm’s industry and business strategies that create potential threats 

and opportunities, and this is where they need to demonstrate the application of professional 

skepticism as to detect any possibilities of fraud.  

 

However, despite of various notions on the prominence of professional skepticism in detecting 

and preventing fraud, the professional skepticism itself is actually struggling with lack of 

academic writing in explaining its concept and the ambiguity of the guidelines on the 

implementation of skepticism (Sayed Hussin & Mohd. Iskandar, 2015). Notably, there is still not 

much literature describing the concept and traits of skepticism in auditing research (Hurtt, 

2010). The deeper understanding of these issues is important to improve the effectiveness of 

exercising skepticism in the audit process. To date, only Hurtt (2010) successfully explains the 

skepticism traits based on auditing standards and psychology according to the audit work 

environment in the United States. Some studies have been conducted between professional 

skepticism and external auditors (e.g. Pramana & Irianto, 2016; Iskandar et al., 2016; 
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Endrawes, 2010), however only a few between professional skepticism and internal auditors. 

Therefore, as to suit with Malaysia’s internal auditors working environment, this current study 

act as an exploratory study on the professional skepticism and internal auditors. To start with, 

this study is carried out with the objective to confirm the validity and reliability of the Hurtt’s 

skepticism traits among the internal auditors in Malaysia.  

 

The rest of this paper is organized as follows. Section 2 discusses the literature review. Section 

3 explains the application of professional skepticism in audit process and Section 4 describes 

the current study on the professional skepticism and internal auditor in Malaysia. Finally, 

Section 5 presents concluding remarks and future research possibilities.  

 

2.0 Literature Review 

 

2.1 Internal Auditors  

 

Internal auditors act as the internal guardians of a firm's longevity that make them obligated to 

be alert to the signs and possibilities of fraud (Hillison et al., 1999). Unlike the limitations faced 

by the external auditors during the audit of the financial statements, the internal auditors are 

often in a better position to detect the symptoms that accompany asset theft, as well as 

financial statement fraud (SAS 99). As one of the corporate governance players in an 

organization, the internal auditors have a continual presence in the company that provides them 

with better understanding of the organization and its control system (Perry et al. 1997). In 

addition, their internal presence should assist in establishing fraud prevention measures 

(Hillison et al. 1999).  

 

The Standards for the Professional Practice of Internal Auditing (IIA Standards) requires 

internal auditors to assess risks faced by their organizations and develop audit plans and 

internal controls testing accordingly. SAS 99 expands on this role by encouraging internal 

auditors to “conduct proactive audits to search for corruption, misappropriation of assets, and 

financial statement fraud”. They are also should be expected to assist in the prevention and 

identification of fraud signals and weaknesses in the control system. The responsibilities of the 

internal auditors are heightened with duties of both 'monitor' and 'investigator' so that the 

organization can be better protected from internal fraud (Perry et al., 1997). As such, all these 

responsibilities should be executed with the application of high professional skepticism by the 

internal auditors.   
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2.2 Professional Skepticism  

 

The issue of accounting scandals involving financial fraud got from bad to worse with public 

accounting firms’ failure to detect fraudulent reporting. For example, analyses and 

investigations of fraud related U.S. SEC cases indicated that the reason why auditors fail to 

detect material misstatements is due to a lack of applying sufficient professional skepticism 

(e.g. Beasley, Carcello & Hermanson., 2001; Public Oversight Board, 2000; Benston & 

Hartgraves, 2002, p. 122). This ultimately led to the formation various rules and regulations 

such as Sarbanes Oxley Act in 2002 and increased monitoring of audits by the Public Company 

Accounting Oversight Board (PCAOB). Auditors’ failures in detecting fraud during audit 

engagement have triggered the regulators to require a higher degree of professional skepticism 

among the audit practitioners. Thus, new policies, procedures and regulations have been 

executed to enhance auditors’ professional skepticism since the public place high expectations 

and trust on auditors to act skeptically in investigating any fraud in financial statements. Also, 

the change of complexity and accounting standards requires auditors to concentrate more on 

practising professional skepticism in their audit work and activities (Glover and Prawitt, 2014). 

 

The failure of auditors to demonstrate a sufficient level of professional skepticism became a 

major concern in the accounting industry. It is claimed that a lack of professional skepticism 

performed by the auditors has led to audit failures (Carmichael & Craig, 1996; Beasley, 

Carcello & Hermanson, 2001) and audit insufficiencies (Public Company Accounting Oversight 

Board, 2008). The PCAOB report indicates that, in many cases of fraud, “failures to apply 

sufficient professional skepticism were significant factors that allowed the deficiencies (fraud) to 

occur” (PCAOB, 2008, p. 20). The report clearly highlighted the significance of professional 

skepticism to the auditing profession and the need for the professional skepticism to be 

demonstrated by the auditors in their audit tasks. 

 

Audit standards have always required the auditors to exercise professional skepticism. The 

newest standards go further and now require auditors to increase their skepticism and put aside 

any prior beliefs that management is honest (AICPA, 2002). In other words, the auditor should 

maintain an attitude of skepticism throughout the audit work, notwithstanding the auditor’s past 

experience with the entity about the honesty and integrity of management. One of the audit 

techniques in gathering evidence which requires auditor to be skeptical is inquiry technique. 

Skeptical auditors represent their cautiousness in gathering evidence for each inquiry process. 

Skeptical auditors do not make hurry judgment and decision making. Skeptical auditors will take 

time to assess and consider reasonably for each audit evidences, feedback or information 

received to verify the authenticity and reliability of audit evidence.   
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Skepticism attitude is needed when auditor questioned something in the audit process, 

particularly when gathering audit evidence to support error or material misstatement (McMillan 

& White, 1993). This is because the audit work requires sufficient, authentic and relevant 

evidences to support an audit opinion. The attitude raises questions with continuously reflects 

the level of auditors’ skepticism and suspicious towards any audit findings. The question that 

has been raised continuously has caused auditors to continue to think and engage with the 

cognitive thinking process (Anderson & Maletta, 1999). In the process of cognitive thinking, 

skeptical auditors evaluate audit evidence to ensure the decision made is more objective.  

 

In the audit environment, Hurtt (2010) has identified six skepticism characteristics comprising (i) 

questioning mind, (ii) suspension of judgment, (iii) searching for knowledge, (iv) understanding 

of interpersonal relationships, (v) self-determination and (vi) self-confidence. The scale consists 

of 30-questions designed to elicit a respondent’s self-assessment of the six skepticism 

characteristics and is presented in Appendix A.  

 

Questioning mind 

 

Questioning mind means the ability of the mind to continue questioning the validity of the matter 

in the course of the audit work (Fogelin, 1994). During the audit process, it is important for the 

auditors to continuously exercise the questioning mind trait in order to support the audit opinion 

and further mitigate the risk of undetected material misstatement in financial statements. 

Sufficient evidence and supporting documents must be available to justify the preparation of 

financial statements. 

 

Suspension of judgment 

 

Suspension of judgment trait is a character of skepticism based on the concept of cognitive 

disclosure requirements (Kruglanski, 1990). Cognitive disclosure requirements can be defined 

as the extent to which the auditor is satisfied with the sufficiency of information or evidence 

obtained before making the audit considerations (Sayed Hussin & Mohd. Iskandar, 2015). In 

deriving the audit opinion, auditors exercise precaution by ensuring that all issues highlighted 

during the audit process are adequately and satisfactorily closed with sufficient evidence and 

supporting documents. With this trait, it would prolong the audit process as auditors take time 

and not hurry in making decisions (McGinn, 1989). 
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Searching for knowledge 

 

Searching for knowledge is a trait where, out of curiosity, auditors seeking for knowledge from 

the organization to explain on new areas of audit and observations and issues noted during the 

audit process. The uncertainty on new areas of audit gives rise to auditors in seeking more 

information to understand the areas in depth and potentially identify fraud exposures. The 

curiosity would help auditors to reduce the uncertainty (Gagne, 1985) and make them 

comfortable to derive the audit opinion. 

 

Understanding interpersonal relationship 

 

Understanding interpersonal relationships are among the skepticism trait which is needed to 

understand the reasons or motivations why client behave in such a way (Hookway, 1990). It is 

pertinent that auditors are skeptical in understanding the motives and incentives of the 

information provider to enable them to challenge and correct the prior assumption imbedded in 

their audit works (Sayed Hussin & Mohd. Iskandar, 2013). During the audit process, auditors 

are expected to be doubtful when dealing with the organization and understand the motives and 

incentives that derive the client’s behavior. 

 

Self-determination 

 

Self-determination trait means that auditors are brave and firm in decision making during the 

evaluation, producing and maintaining the audit opinions. This trait describes the extent of 

influences of motivation and personality in evaluating each information and explanations 

received (Lefcourt, 1991). Auditors are constantly querying the clients to seek the truth on 

doubtful information and would not simply satisfy with the given justification unless the clients 

can produce sufficient evidence and supporting documents.  

 

Self-confidence 

 

Self-confidence refers to feelings of self-worth and belief in one’s own abilities (Hurtt, 2010). 

Auditors who have high self-confidence would be able to perform audit works more effectively 

as compared to lesser self-confident auditors. This is because auditors with high self-

confidence would be able to challenge the clients’ assumptions and decisions used during the 

preparation of financial statements. Further, they would feel more suspicious on evidences 

presented to them by the clients (Linn et al., 1982) of which would help them in identifying and 

detecting potential financial statement fraud. 
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3.0 Application of Professional Skepticism in Audit Process 

 

So far, there is no specific framework that describes the application of professional skepticism 

in the audit process. However, Glover and Prawitt (2014) have proposed the following 

professional skepticism continuum that is best to guide the auditors in exercising the skill 

according to circumstances surrounding the audit areas. 

 

 

 

The application of the above skepticism continuum should take place after a careful and 

rigorous initial risk assessment and the auditors are expected to re-assess the risks throughout 

the audit process to ensure that appropriate skepticism is applied to the collection and 

evaluation of audit evidences. The continuum suggests professional skepticism to be applied 

under the situation of neutral (neither assuming management dishonesty nor unquestioned 

honesty) to complete doubt (auditors apply extreme attitude of professional skepticism including 

questioning mind).  

 

However, the continuum does not suggest applying professional skepticism under the situation 

of complete trust nor the collection of no audit evidence for accounts reported in the financial 

statement would be appropriate. Having said that, the continuum suggests appropriate level of 

application of professional skepticism according to the circumstances surrounding the audit 

process. The continuum demonstrates that the degree of doubt would impact the level of 

professional skepticism in respect to collection and evaluation of evidences. If more factors that 

increase the level of doubt such as higher risk and susceptibility of material misstatement, 
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auditors are required to obtain more audit evidence prior to deriving the audit opinion. With this 

continuum, it would assist the auditors to prioritize their efforts to complete the audit works.  

 

4.0 Current Study on the Professional Skepticism and Internal Auditor in Malaysia 

 

As previously mentioned, the objective of this current study is to confirm the validity and 

reliability of the Hurtt’s skepticism traits among the internal auditors. The respondents of the 

study are the internal auditors who currently working in the public and private sectors. A sample 

of 124 internal auditors was obtained from the companies listed with the Institutes of Internal 

Auditor Malaysia (IIAM). Table 1 shows the detail information on the profile of the auditors. 

 

Table 1 – Profile of Respondents 

Profile 
Frequency 

(Percentage) 

Gender  
Male  56 (45%) 

Female  68 (55%) 

Academic 

qualification 

Diploma Degree 12 (8%) 

Bachelor Degree 74 (60%) 

Master Degree 32 (26%) 

Doctor of Philosophy 2 (2%) 

Professional 4 (4%) 

Position level 

Executives 32 (26%) 

Managers 64 (52%) 

Chief Audit Executives 12 (8%) 

Others 16 (13%) 

Years of service 

0-3 years 16 (13%) 

3 - 5 years 27 (23%) 

6-10 years 50 (40%) 

> 10 years 31 (25%) 

 

The data for this study was presented by 45 percent of male respondents and 55 percent of 

female respondents.  Majority of the respondents were degree holders with 60 percent, 8 

percent with diploma, 26 percent with masters, 4 percent with Professional qualification and the 

lowest percentage of 2 percent comes from respondent with PhD holder. The data also 

identified that 52 percent of the respondents are currently hold a manager post, 26 percent of 

executives, 8 percent of Chief Audit Executive and 13 percent of other post. Most of the 
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respondents i.e. 40 percent, have the working experience between 6 to 10 years and 25 

percent having working experience more than 10 years, the balance of 23 percent are those 

who working between 3 to 5 years and 13% those who working below 3 years.   

 

This study uses a questionnaire survey method to solicit the participants’ agreement on thirty 

questions as identified by Hurtt (2010).  The thirty questions contained in the survey instrument 

measure the six traits of professional skepticism (Hurtt, 2010), as shown in Appendix A. 

Participants are requested to give their responses on a six-point Likert scale ranging from 1 

(strongly disagree) to 6 (strongly agree).  Twenty-two questions are in the form of positive 

statements.  The remaining 8 questions are in the form of reverse statements. The statements 

intend to identify the participant’s level of professional skepticism. The inclusion of both positive 

and reverse statements is to ensure that participants consider the question seriously and 

provide a more meaningful response which should reduce acquiescent bias and extreme 

response bias (Sauro, 2011).   

 

4.1  Data Analysis and Discussion 

 

There are two data analysis conducted to achieve the objective of this current study. Firstly, to 

confirm the validity of the Hurtt’s Skepticism instruments used in this study, an exploratory 

factor analysis using direct oblimin rotations was performed to understand the structure of 

correlations among the independent variables. According to Hair et al. (2010), a significance 

factor loading required for a sample size between 120 and 150 is between 0.45 and 0.50 (the 

total sample of this study is 124).  

 

Before the use of the factor analysis, two statistical measures are reviewed to determine the 

suitability of the data for factored. First, the Bartlett's Test of Sphericity should be significant i.e. 

p <0.05 to ensure appropriateness of using factor analysis (Pallant, 2007). In this case, the use 

of factor analysis is appropriate as the value of p = 0.000. Second, the Kaiser-Meyer-Olkin 

(KMO) measure of sampling adequacy should be between 0 and 1 value. In this case, the value 

of KMO is 0.726 above the recommended value of 0.6 by Pallant (2007).  

 

Next, the method of Principal Trait Analysis is used to extract the number of factors for the 

skepticism traits by identifying the loading factor between 0.45 and above as recommended by 

Hair et al. (2010). Principal trait analysis using direct oblimin rotation found 6 trait factors of the 

skepticism traits with 28 items of skepticism. The result of the loading factor for each item and 

trait factors for skepticism traits are shown in Appendix B. 
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From the analysis, out of 28 items only four items have a factor loading below the required 

factor loading i.e. 0.45. Therefore, these items have to be excluded from the respective traits. 

As a result, all the six traits of professional skepticism deemed to be proceeding with the 

reliability analysis.  All of the traits contain three item measurements for each component thus 

meet the minimum requirement for further analysis (Pallant, 2016).  

 

Secondly, the reliability test was performed to determine the internal consistency and stability of 

the measuring instrument before commencing further analysis. One of the most commonly 

used indicators of internal consistency is the Cronbach’s alpha coefficient. According to Pallant 

(2007), the ideal Cronbach’s alpha coefficient of a scale should be above 0.70. However, 

Nunally (1967) suggested that a modest reliability ranging between 0.5 and 0.6 would be 

suffice. From the Appendix B, it was also found that the Cronbach Alpha which is used to 

measure the reliability of the data for each of the traits is satisfactory with the value of 0.60 and 

above as recommended by Hair et al. (2010). The range of the Cronbach Alpha value is 

between 0.621 and 0.869. 

 

From the findings, it is indicated that the Malaysian internal auditors’ professional skepticism 

includes all the six traits of the Hurtt’s Skepticism Scale i.e. Questioning Mind, Suspension of 

Judgment, Search for Knowledge, Interpersonal Understanding, Self Confidence and Self 

Determination.  This finding is contrary to the result obtained by Sayed Hussin & Mohd. 

Iskandar (2015) on the professional skepticism traits and external auditors. Their study 

suggested that the exclusion of the suspension of judgment trait implied that auditors in 

Malaysia do not postpone audit judgments until sufficient evidence is obtained in order to 

explain the actual cause of an audit issue. Whereas, this current finding posits that the internal 

auditors may postpone their audit judgments on certain issue and wait until sufficient evidence 

is obtained in order to explain the actual cause of an audit issue.  The differences in findings 

could be related to the tight work schedule environment and need to meet deadlines for the 

external audit work as demanded by clients (Mohamed & Ismail, 2011; Agoglia et al., 2007) and 

this scenario is not happened within the working environment of the internal auditors. As 

mentioned earlier, the internal auditors play a role of assisting the management in preventing 

and detecting fraud, so they are not tight to any time restrictions as imposed on the external 

auditors during the financial statement audit. In terms of the content of the work, internal 

auditors are required to clarify the objectives of the work and to set out all the tasks needed to 

achieve them. This is to ensure that the work done is comprehensive. Practice Advisory 2320-2 

also explains “Internal audit can be the ideal group to analyze the issues and identify the root 

cause(s) given their independence and objectivity. This perspective helps ensure biases are 

minimized, assumptions are challenged, and evidence is fully evaluated”. The results suggest 
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that when providing guidance to the auditing profession and audit firms on professional 

skepticism, consideration needs to be given on the differences in environment that may exist 

across different profession and countries. 

 

5.0 Conclusion 

 

The world is now recognizing the importance of professional skepticism in curbing potential 

management fraud due to collapse in public confidence on the integrity and reliability of 

financial statement, alarming number of audit deficiencies reported by regulator as well as the 

growing number and size of complex estimates in the financial statements. Being the auditors 

and at the same working for the management, the internal auditors faced with numerous stimuli 

and conflicting objectives. They must assume the role of both advocate and adversary, 

cultivating positive relationships with those people who are highly motivated, politically astute, 

and most likely to commit fraud.  

 

To date, not many available literatures discusses on the professional skepticism and internal 

auditors. Therefore, this current study is carried out to validate the suitability of the skepticism 

scale developed by Hurtt (2010) for the purpose of measuring the application of professional 

skepticism by the internal auditors. The findings supported all the six traits of professional 

skepticism introduced by Hurtt (2010) which reflect all the traits contribute to the application of a 

professional skepticism scale in the Malaysian internal auditing environment. Accordingly, more 

future researches are encouraged to further explore the antecedents, processes and the effects 

of application of professional skepticism in internal auditing. As a conclusion, the internal 

auditors are expected to continuously develop and enhance their professional skepticism traits 

so that they are able to catch up with the rapid evolution in fraud modus operandi thus 

supporting good governance practices by the management. 
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Appendix A: 

Professional Skepticism Scale (Hurtt, 2010) 

 

• Questioning Mind  

o I often reject statements unless I have proof that they are true  

o My friends tell me that I often question things that I see or hear  

o I frequently question things that I see or hear  

 

• Suspension of Judgment  

o I wait to decide on issues until I can get more information  

o I take my time when making decisions  

o I dislike having to make decisions quickly  

o I don’t like to decide until I’ve looked at all of the available information  

o I like to ensure that I’ve considered most available information before making a 

decision  

 

• Search for Knowledge  

o The prospect of learning excites me  

o Discovering new information is fun  

o I think that learning is exciting  

o I like searching for knowledge  

o I enjoy trying to determine if what I read or hear is true  

o I relish learning  

 

• Interpersonal Understanding  

o I am interested in what causes people to behave the way that they do  

o Other people’s behavior doesn’t interest me*  

o I like to understand the reason for other people’s behavior  

o I seldom consider why people behaving in a certain way*  

o The actions people take and the reason for those actions are fascinating  

 

• Self-confidence  

o I feel good about myself  

o I am confident of my abilities  

o I am self-assured  

o I don’t feel sure of myself*  

o I have confidence in myself  
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• Self-determination  

o I often accept other people’s explanations without further thought*  

o I tend to immediately accept what other people tell me*  

o I usually accept things I see, read, or hear at face value*  

o I usually notice inconsistencies in explanations  

o Most often I agree with what the others in my group think*  

o It is easy for other people to convince me*  

 

* These questions were reverse coded.  
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Appendix B: 

Result of Factor Analysis & Cronbach Alpha 

 

Skepticism 

Traits 

Statement Loading 

Factor 

Cronbach 

Alpha 

Questioning 

Mind 

 

I often reject statements unless I have proof that 

they are true  

.711 

704 My friends tell me that I often question things that I 

see or hear  

.652 

I frequently question things that I see or hear .746 

Suspension of 

Judgment 

I wait to decide on issues until I can get more 

information  

.771 

621 

I take my time when making decisions  .754 

I dislike having to make decisions quickly  .192 

I don’t like to decide until I’ve looked at all of the 

available information  

.487 

I like to ensure that I’ve considered most available 

information before making a decision  

- 

Search for 

Knowledge 

The prospect of learning excites me  .749 

861 

Discovering new information is fun  .867 

I think that learning is exciting  .864 

I like searching for knowledge  .757 

I enjoy trying to determine if what I read or hear is 

true  

.523 

I relish learning  .784 

Interpersonal 

Understanding 

I am interested in what causes people to behave 

the way that they do  

.741 

725 

Other people’s behaviour doesn’t interest me*  .379 

I like to understand the reason for other people’s 

behaviour  

.724 

I seldom consider why people behaving in a 

certain way*  

- 

The actions people take and the reason for those 

actions are fascinating  

.57 

Self-confidence I feel good about myself  .656 
869 

I am confident of my abilities  .821 



Professional Skepticism and Internal Auditor in Malaysia 

37 

 

Skepticism 

Traits 

Statement Loading 

Factor 

Cronbach 

Alpha 

I am self-assured  .778 

I don’t feel sure of myself*  .580 

I have confidence in myself  .773 

Self-

determination 

I often accept other people’s explanations without 

further thought*  

.842 

804 

I tend to immediately accept what other people tell 

me*  

.803 

I usually accept things I see, read, or hear at face 

value*  

.550 

I usually notice inconsistencies in explanations  .120 

Most often I agree with what the others in my 

group think*  

.342 

It is easy for other people to convince me*  .649 

Note *Reverse item 
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INTEGRATED ROLE OF MANAGEMENT ACCOUNTING IN THE 21ST CENTURY 

 

Abstract 

 

This paper aims to revisit and explain the role of management accounting in the increasingly 

competitive and innovative business environment of the 21st century. To meet the new 

demands in the business environment, the role of a business advisor rather than a scorekeeper 

is more relevant.  The interpretive case study approach was employed to examine whether the 

role of management accounting in three Malaysian companies has changed. The case findings 

reveal that the role has not changed evenly; implying that management accounting has not fully 

regained its relevance. Although management accounting practices are moving towards 

hybridization, the business advisor role does not dominate the accounting practices.  Change in 

practice is complex as it involves the management accountants to reconcile as well as to 

integrate several dimensions: from the soft versus hard roles, subjectivity versus objectivity, 

performance versus compliance and to people versus process. This paper contributes to 

explaining the role of management accounting, the dilemmas of management accountants in 

coping with the new role and the opportunities for management accountants to develop 

themselves to make their roles more relevant.   

 

Keywords: role of management accounting, business advisor, hybridization, integrated 

role 

 

1. Introduction 

 

Trade liberalization, advancements in manufacturing and information technologies has 

escalated competition and innovativeness in the business environment. These new business 

realities pose concerns as to whether management accountants are able to fulfil the managers’ 

expectations for information in decision-making. In this context, this paper seeks to empirically 

explore whether management accounting has lost or gain its relevance (Johnson, 1993; 

Johnson and Kaplan, 1987). 

 

Given the challenges posed by the new environment, this paper aims to revisit and explain the 

role of management accounting as practised within three organisations in Malaysia. The debate 

on change in the role of management accountant – for example, Why should it change? How 

should it change? How effective was the change? – continues to be important. This paper 

contributes to this important debate by explaining the new role of management accounting in 
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21st century, the dilemmas of management accountants in coping with the new role and the 

changes that the management accountants themselves need to make to affect change.  

 

This paper begins with describing the evolution of the role of management accounting. Then it 

reviews the literature on management accounting practice to highlight that management 

accounting change in reality is uneven.  The paper continues in the subsequent section to 

provide the contextual background of the three case companies.  The findings of the case are 

analysed by discussing the dilemma and challenges faced by the accountants.  The last section 

concludes the paper. 

 

2. Evolution of Management Accounting 

 

This section briefly discusses the four phases identified by the International Federation of 

Accountants (IFAC) on the evolution of management accounting.  Phase 1 (the period prior to 

1950s) focused on cost accounting technologies to provide cost information to managers to 

improve efficiency and productivity.  In Phase 2 (from 1950s to 1965), the focus shifted to the 

provision of information for management planning and control through the use of decision 

analysis technologies and responsibility accounting.  

 

During Phase 3 (from 1965 to 1985), the focus extended to reduction of waste in business 

processes through the use of process analysis and cost management technologies. 

Management accounting information remained narrow and less relevant to strategic decision-

making as business environment became more complex and competitive.  In Phase 4 (from 

1985 to 1995), creation of customers’ and shareholders’ values through effective use of 

resources and technologies became the new focus.  

 

Prior to 1985, management accounting was expected to provide objective financial information 

(IFAC, 1998).  After 1985, management accounting was also expected to provide information to 

support managers in value creation through the effective use of resources. As a result of the 

intense competition in the environment, the Institute of Management Accountants (IMA) 

redefined the role of management accountants from bean counters and controllers to business 

partners (IMA, 2008). According to IFAC (2012), management accounting, as part of the 

strategic management system, should focus on value creation, resource utilisation and 

accountability.  The IFAC’s work plan 2010-2012 on developing professional accountants in 

business stated that:  

“Global recognition of professional accountants as business leaders and strategic partners in 

building long-term sustainable organisational success” (IFAC, 2010) 
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The traditional role of management accountant as bean counter or scorekeeper is narrow as it 

concentrates on supporting management decision-making for monitoring and controlling 

(Feeney and Pierce, 2007).  It is important for management accountants to broaden their role to 

become business advisors or strategic partners by participating in the development of strategic 

plans and proactively collaborating in cross-functional management groups.  The professional 

accountancy bodies, for example, Chartered Institute of Management Accountants (CIMA) has 

included subjects such as strategy, in order to keep in line with the new role of the management 

accountants (Burns and Vaivio, 2001). 

 

To conclude, management accounting should evolve its focus from quantitative and financial to 

qualitative and non-financial information, from cost management to value creation and from 

internal focus to a strategic perspective. With the new focus on strategy, management 

accountants are expected to change from their old role as scorekeeper to their new role as 

business advisors and strategic partners.    

 

3. Management Accounting Change 

 

Several empirical studies (e.g. Goretzki et al. 2013; Zoni et al., 2013; Weiβenberger et al., 

2012; How and Alawattage, 2012; Graham et al., 2012; De Loo et al., 2011; Faure and 

Rouleau, 2011; Walker et al., 2011) highlight that some management accountants do not see 

the importance of their new roles as strategic partners.  As such, their focus remains on 

planning, controlling and measuring rather than involving themselves in business operations 

and strategic decision-making.   The role of management accountants did not evolve to become 

strategic partners or business advisors because they are passive, have limited involvement in 

the daily operating activities and lack business knowledge and skills (Graham et al., 2012; 

Cooper and Dart, 2009; Nor-Aziah and Scapens, 2007).  They overemphasise the technical 

aspects and quantified outcomes and perceive their technical roles as more important than 

involvement in the business operations. In these studies, the narrow-focused role and domain 

of management accounting explain the irrelevance of management accounting in serving the 

business’ needs of the 21st century. 

 

Contrary to findings in the above studies, Burns and Scapens’ (2000) and Burns and Vaivio’s 

(2001) findings show that management accounting performs its new role due to increased 

global competition, advanced information technology and substantial changes in organisational 

structure. In addition, O’Mahony and Doran (2008) and Albu et al. (2011) reveal that the 

adoption of Enterprise Resource Planning (ERP) system creates the shift in the role of 

management accountant from information provision to active participation in operating activities 
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and decision-making process (see also De Loo et al., 2011). In these studies, management 

accounting is relevant as the management accountants are able to perform as strategic 

business partners. 

 

Based on the above empirical studies, not all management accountants are able to perform the 

desired new role as expected by IMA and IFAC.  Management accounting still emphasises 

generation and communication of information for decision-making and control activities (Groot 

and Selto, 2013).  Accountants are still isolating themselves from the business operations 

(Lambert and Sponem, 2012; Nor-Aziah and Scapens, 2007). Consequently, management 

accounting is not integrated with the mainstream business process and organisations are not 

getting the full benefits that accountants can contribute (Zoni et al., 2013; Weiβenberger et al., 

2012; Graham et al., 2012).   

 

The uneven change in the role of management accounting motivates this study to revisit and 

explain this role in three Malaysian companies using the interpretive case study approach.   A 

total of 13 accountants and 8 non-accountants were interviewed. The accounting personnel in 

the finance office perform both the financial and management accounting activities such as 

reporting, costing, budgeting, analysing, measuring and providing advice in support of the 

financial and management and strategic decisions (IFAC, 2005). Thus, the role of management 

accounting in this study includes both financial and management accounting tasks.  

 

4. Context of Case Organisations 

 

This section describes the background and the face-to-face interviews conducted in three 

companies disguised as Company 1, 2 and 3.  Company 1 has about 500 employees and is a 

subsidiary of a well-established multinational company. It focuses more on the downstream 

activities of its parent. Its parent company is a fully integrated energy company with a wide 

range of portfolios and networks of operations around the world. A total of nine people were 

interviewed - six management accountants and three non-accountants. The six management 

accountants are the senior finance manager (SFM), the finance manager (FM) and the four 

account executives. Three executives are fresh graduates who have worked less than a year.  

 

Company 2 was established in 1985 and has two business segments: palm oil plantation and 

healthcare. It is a profit-driven entity but its value system and practices are based 

fundamentally on Islamic teachings because it reports to State Islamic Religious Council (Majlis 

Agama Islam Negeri). It has less than 100 employees and is led by a management team of five 

managers. Two management accountants and three non-accountants were interviewed in 
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Company 2. The two management accountants hold the positions of General Manager, 

Finance (GMF) and the Head of Finance and Operation (Head of F&O) respectively. The three 

non-accountants interviewed are the CEO and two business unit managers. 

 

Company 3 is a holding company with several subsidiaries, which manage several 

development projects. It is less than 10 years old but is a fast growing company.  The 

management team have vast work experience from several local and foreign MNC’s. Company 

3 provides management services and technical supports to its subsidiaries. Although it has less 

than 100 employees, it has many senior managers and directors who make strategic decisions. 

Four interviews were conducted with the management accountants and three interviews were 

with the non-accountants. The management accountants are the two VPs of Finance (VPF1 

and VPF2), the Executive VP of Finance (EVPF) and the Chief Finance Officer (CFO). The 

non-accountants are the Senior VP of Strategic Planning and Business Development (SVPSP), 

the Executive VP of Human Capital and Corporate Secretarial (EVPHC) and the VP of 

Procurement and Contract (VPPC). 

 

The interviews focused on the role of management accounting in practice and whether the role 

has satisfied the expectations of the non-accountants.  In order to strengthen the analysis, this 

paper incorporates the perspectives of both the accountants and non-accountants to explain 

the (lack of) change in the management accounting’s role.  

 

5. Three Different Stories   

 

The important findings are summarised into three stories; each story relates to the role of 

management accounting in each case company.  These stories are different but they are 

important to reveal the practice and development of management accounting. 

   

Story 1: Company 1’s role of management accounting remains traditional.  Evidences on this 

role are given below: 

“Accountants are just messengers. They record as per the accounting requirements and tell the 

managers the information generated from their reports”. (FM)   

“Accountants focus on involvement, explanation and participation within their groups. They do 

not want to get involved in operational matters and do beyond their current tasks”. (SFM)  

“Accountants are not business partners to the managers yet.” (POE) 

 

Since the management accountants spent a lot of time preparing financial statements, they 

were not involved in the monthly production, financial planning and decision-making.  



Integrated Role of Management Accounting in the 21st Century 

44 

 

Story 2: Company 2’s management accounting practices have extended from traditional 

practices to business support practices.  This role is based on the following evidences: 

 “I assist CEO in managing the day-to-day operating activities. In addition, I also assist him in 

making strategic decisions and the utilisation of firm’s resources for value creation.” (GMF)  

 “I am in charge of accounting, internal audit and taxation. Besides, I source and propose good 

financial instruments to the financial committees for the company’s investments. I also monitor 

and report the performance of the financial instruments that we invested”. (Head of F&O) 

 

However, the non-accountants are not satisfied with performance of the management 

accountants; 

 “Accountants in this organisation focus on taxation and preparing and reporting the accounts to 

the directors. They do not emphasise management accounting practices such as analysing and 

managing the costs.” (PM)   

“Accountants here are ‘pure accountants’. They just present the numbers. They do not tell the 

stories behind the numbers and they cannot advise me what to do with the numbers.” (CEO). 

“Accountants are the custodians of the numbers. The stories behind the numbers are in the 

operations. They must spend more time in the operations. I do not expect them to tell me all the 

operational matters but they should know and tell the significance of the numbers.” (CEO). 

 

The above evidences suggest that the management accountants should spend more time in 

operations. The management accountants do not regard the management accounting roles and 

practices within the firm as one function that provides both financial accounting and business 

support services to the managers. With decoupling or disintegration between accounting and 

business units and operational processes, management accountants may not resolve the 

managers’ problems and fulfil the managers’ needs. 

 

Story 3: Company 3’s management accounting practices consist of both traditional 

management accounting and business support services. 

 

While the junior management accountants or lower level management accountants perform the 

operational accounting tasks, the management accountants with 5 years or more work 

experience analyse and report the financial information. These are the advisory management 

accountants who occasionally also provide advice to the business and management team.  

 

As VPF2 said, “Advisory accountants are also involved in strategic planning, which is to 

forecast the returns of the potential projects and to advise on how these returns will impact the 

company’s performance and how these projects should be financed.” A strategic management 
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accountant is significantly involved in taking and negotiating strategic moves and helps 

managers to determine the customers and products in the market and to ensure the capability 

and adequacy of cash to fund a strategy. 

 

The difference between Company 2 and 3’s management accounting practices is that the 

Company 3’s non-accountants are satisfied with the management accountants’ contributions. 

The following excerpts explain the satisfaction of the managers in Company 3: 

“Accountancy is no long ‘pure accountancy’. It has evolved over time. It includes feasibility 

study as some of our accountants are working with the business team to develop a solid 

strategic proposal or project plan.” (VPPC). 

“Our (advisory) accountants are in touch with the business. They know what is going on in the 

organisation and they perform many analyses to understand the market. Besides, they work 

closely with the auditors and tax advisors. They advise the management in terms of tax saving 

and avoidance and how to structure a project’s business model that can optimise the firm’s 

performance and meet the firm’s objectives.” (EVPHC). 

 

The above stories imply that the role of management accounting in the different contexts is 

uneven.  There is change in Company 2 and Company 3 but the expected change does not 

occur in Company 1.  In addition, in spite of the change in Company 2, the development of 

accounting has yet to meet the expectations of managers. 

 

6. What do the Stories Tell Us? 

 

Company 1’s management accounting practices mainly focus on the traditional management 

accounting activities, whereas Company 2 and Company 3’s management accounting practices 

range from traditional management accounting activities to business support activities. 

Although the role in Company 2 and Company 3 has extended to the advisory and strategic 

roles, only a few accountants are able to perform the strategic or advisory role.   These findings 

imply that there is a change towards hybridization or integrated role (Albu et al., 2011; De Loo 

et al., 2011) but in general, the emphasis remains primarily on the traditional management 

accounting tasks. 

 

Cooper and Dart (2013) argue that the traditional management accounting role continues to be 

primary because accountants are expected to produce financial information to secure 

legitimacy from various stakeholders. In addition, management accountants, due to their 

training that focus on preparing and presenting management information for planning and 

control purposes, perceive themselves more like an informant who provides information about 
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the reality ‘out there’. They often see themselves as independent from the entire organisation 

although their fundamental role is to assist managers to achieve corporate goals.  The role of 

management accounting is simply as a tool to produce information to ensure that the 

organisations’ performance meets its organisational mission and objectives.  

 

Drawing from the insights of the case analysis, the domination of traditional management 

accounting is due to first, the young management accountants in Company 1 who lack 

knowledge on business support role. Second, some senior operational management 

accountants in Company 1 lack the desire to progress beyond their current roles. Third, 

teamwork and cooperation among management accountants are not emphasised in Company 

2’s finance office. Fourth, Company 3’s CFO highlighted that there are only a few capable 

management accountants with the advisory and strategic management accountants’ attributes 

in terms of knowledge, skills and characters. 

 

The managers in Company 3 are satisfied with the management accountants who perform both 

roles – provide reliable and relevant information for decision-making as well as become 

insightful, innovative and creative business partners through their technical knowledge and 

understanding of businesses (see Kim et al., 2012). Thus, the integration of both the roles of 

scorekeeper and business advisor in Company 3 has enabled the accountants to satisfy the 

manager’s needs. 

 

7. The Dilemma: Integrated Role or Dual Role? 

 

The case studies provide evidence on the dual roles of management accounting but with the 

scorekeeper or the traditional role as the relatively more dominant role. In other words, the 

desired and new business advisor role has not been fully realised especially in Company 1.    

With the dual roles being practised, should the two roles be separated or should they be 

integrated?  From the perspective of the managers in the cases, they preferred the integrated 

role that combines both the traditional management accounting services and business support 

services via teamwork and shared values among the management accountants and between 

the management accountants and the managers. The IFAC’s (2013, 2009) accountants’ roles 

consist of both financial and management accounting roles and practices. However, financial 

and management accounting practices are meant to serve different purposes.  Herein lies the 

conflicts and dilemmas of balancing and subsequently integrating the different purposes.  

 

The following sub-sections further deliberate the need to achieve the balances between the 

hard and soft roles; objectivity and subjectivity; technical and people-orientation; compliance 
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and performance.  This paper argues that management accountants should strive to achieve 

these balances in order to move forward towards making management accounting regain its 

relevance and achieve the desired integrated role. 

 

7.1 Balancing between Hard and Soft Roles 

 

The hard role of management accounting deals with processes, procedures and financial 

reporting and statutory requirements.  The traditional management accounting practices and 

role as scorekeeper falls under the ‘hard’ role.  On the other hand, management accountants 

who perform business support services deal with people, thus they emphasise on people 

relationships and interactions and communications. The issues that they handle daily require 

them to think and provide solutions, ideas and comments, thus they emphasis on analytical and 

critical thinking and human intuition. With these requirements to perform the business support 

services, it is considered as ‘soft’ role.   

 

On one hand, management accountants have to exercise their hard role which stresses on 

objectivity when they deal with processes, policies and procedures such as financial reporting 

and statutory compliance. On the other hand, management accountants have to exercise their 

soft role which requires humanity and flexibility when they deal with people and involve in daily 

operational activities.  The case findings on the lack of integration between hard and soft 

elements in Company 1 explain the continuation of the traditional management accounting’s 

role.  

 

7.2 Balancing between Objectivity and Subjectivity 

 

The objective view of management accounting focuses on processes and techniques, 

outcomes or performance while the subjective view of management accounting entails people 

relationships and integration.  They are different because they serve different purposes.  

Subjectivity and flexibility that require individual judgement should be applied on the non-

compliance matters, unplanned and unpredictable events, whereas objectivity should be 

enforced on the compliance matters. As such, the objective principle remains important in 

accounting but it should not applied to hinder the growth of the business. 

 

Company 3’s management accountants do not over-emphasise objective information. They 

combine the objective and subjective information to provide the managers and directors with a 

complete view of the subject matters. The two functions of Company 3’s finance department: 

operational function is a hard function as it focuses on the hard processes and the advisory 
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function is a soft function as it deals with people more than with processes. As mentioned 

earlier, the two functions of management accounting serve different purposes. Their presence 

and integration have enhanced the management accounting roles and contributions to the 

organisation.  

 

7.3 Balancing between Technical/Process and Interaction/People 

 

Management accountants have to enhance the people relationships within and outside the 

organisations.  They should emphasise flexibility, teamwork and building of people relationships 

that create a productive and conducive working environment in the organisations.  Thus, they 

should extend their focus on hard processes and techniques to one that also includes people 

prominence.   In other words, they must go beyond a process orientation to one that gives 

prominence to people consciousness. However, they have to stress on objectivity when they 

deal with processes, policies, financial reporting and statutory compliance. The approaches that 

deal with people consciousness and compliance matters can be contradictory. 

 

In this research, disintegration is found in both Company 1 and Company 2 because 

management accountants are too occupied with their routine management accounting tasks 

and the cooperation between the management accountants and managers and even among 

the management accountants themselves are not encouraged at the institutional level. The 

disintegration is mainly due to the conflicts in relationships as a result of the lack of trust 

between the managers and management accountants in sharing confidential information 

(Lambert and Sponem, 2012) and in securing mutual interests (Nor Aziah and Scapens, 2007).  

Lord (2007) warned that management accountants must learn to work as effective team 

member or else strategic management accounting may develop without their involvement. 

 

7.4 Balancing between Compliance and Performance 

 

With the need to comply with statutory reporting, the management accountants also often see 

themselves more like controllers who monitor people’s behaviour and report the reality that is 

constructed by the managers. They emphasise only on the explicit knowledge such as the 

measureable and quantifiable outcomes and the tools used to produce the explicit knowledge. 

To ensure the effectiveness of the management control system, they stress on accountability. 

Likewise, to ensure the reliability of the management accounting information, they stress on 

absolute objectivity. 
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The management accountants should acknowledge that human being is a self-conscious being 

with freedom of choice and will act according to their sensations and desires. They should 

realise that overemphasising on accountability, objectivity and technical proficiency could limit 

their relationships and interactions with the managers within the organisations. In other words, 

management accountants should not overemphasise on outcomes and measurements.   Their 

focus should be on discovering the underlying causes that influence performance.  As one of 

the managers in Pierce and O’Dea (2003) responded, “Accountants sometimes are being more 

like a policeman than part of a team member. They should be very careful not to be couched in 

their role”.  

 

Since the new role requires the integration between hard and soft elements; technical and 

people-orientation; objectivity and subjectivity, the accountant who performs this role needs to 

have both accounting knowledge and an in-depth understanding of the operating functions and 

commercial processes of the business.  Business advisors do not overemphasise objectivity 

and they also do not compromise objectivity on the compliance matters for performance. They 

find ways to balance between conformance and performance.  

 

Figure 1 below summarises the balancing act in reconciling the two opposite dimensions -  as 

scorekeeper or as business advisor.  

 

Figure 1: Integrated Role of Management Accounting 
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8.  The Future of Management Accounting 

 

This paper has discussed the empirical evidence on management accounting change. 

Management accounting has broadened its role and domain to business advisor/partner.  

However, this new role brings with it new challenges for the management accountants to 

overcome.  They are challenged to be involved in both business-oriented activities and routine 

management accounting activities and demonstrate excellent skills in both producing, analysing 

as well as in relating the figures to the real business activities. These are the ‘strong’ 

management accountants1 who Sathe (1982) suggested are able to perform as strategic 

partners.  

 

Goretzki et al. (2013) argue that management accounting’s role is a result of purposive actions 

of the management accountants to improve the status and practices of management 

accounting in an organisation. In other words, the management accountants are themselves 

responsible for their future relevance. They will not only acknowledge their role as business 

partners, but they will also ensure that they perform as business partners to the managers. It is 

imperative for them to ensure their technical as well as business knowledge and skills meet the 

managers’ expectations.   

 

Coad (1996) argue that accountants who perform as business advisors tend to be learning-

oriented individuals because they have greater tendency to improve their knowledge and skills 

to embrace change.   Unlike before, they need to acquire the relevant business knowledge in 

addition to the accounting knowledge (Byrne and Pierce, 2007; Burns & Baldvinsdottir, 2005). 

They should possess soft skills such as communication (oral, written and presentation), 

teamwork, problem-solving and interpersonal skills because these skills are needed to enhance 

the relationships between the management accountants and operation people, which will 

provide management accountants with the opportunity to be involved in the daily operation 

activities.   Other desirable abilities include the ability to think out-of-the-box, think critically and 

to voice out their opinions. Yazdifar and Tsamenyi (2005) identify analytical and interpretative 

skills to be the most important skill for future accountants.   

 

The above non-technical skills are outside the accounting training area but they are important 

to enable the accountants to integrate both the accounting and business strategic roles (Cooper 

and Dart, 2013).   This insight has implications on the education and development of future 

management accountants as business advisors.  There are opportunities for universities and 

                                                 
1Sathe (1982) claimed that a “strong” controller is one that could perform a degree of involvement in business 
decisions whilst retaining a degree of independence on compliance matters. (Please refer to Chapter 5, pg. 10) 
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professional bodies to work together on equipping management accountants with the needed 

broad-based knowledge and skills.  Accounting competencies in terms of knowledge, skills and 

characters determine the future of role of management accountants as scorekeepers or as 

business advisors. 

 

9.   Conclusion 

This paper analyses the reasons why the role of management accounting in three companies in 

Malaysia has or has not changed.  Although the roles of management accounting have 

extended from the traditional role to the advisory and strategic roles, the emphasis of providing 

traditional accounting services remain primary.    

 

In today’s competitive business environment, the management accountants are challenged to 

change because the traditional role of scorekeeper is inadequate to meet the needs of the 

managers and to achieve organisational strategy. Unlike before, the management accountants 

need to broaden and integrate the role of scorekeeper and business advisor.  In the integrated 

role, they are involved in both business-oriented and routine accounting activities, are able to 

demonstrate skills in performing both business support and fundamental accounting tasks, are 

able to provide both quantified and non-quantified information for operation and strategic 

management and are able to apply objectivity and subjectivity in an appropriate manner. In 

short, management accounting has to change its role to ensure it enhances its relevance in the 

future. 

 

IMA and IFAC did not put adequate emphasis on the management accounting conflicts and the 

management accountants’ dilemmas in transforming the role from scorekeeper to business 

advisor. This research paper contributes by analysing the dilemmas and recommending the 

integration and reconciliation of various conflicting dimensions.  It is a challenge for the 

management accountants to achieve the balance between the various dimensions:  soft and 

hard, subjectivity and objectivity, technical and people as well as between conformance and 

performance.  With greater openness, more reflection and deeper assessment, the 

management accountants may be able to find a solution that could reconcile both the conflicting 

dimensions rather than sacrificing either one of them.  
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