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Ethical absolutism

It's either right or 
wrong

Ethical relativism

It all depends….

on circumstances, 
culture, beliefs, 
emotion
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Deontological _ Kant

Deo means duty

• Ethical theory concerned with application of universal ethical 
principles to arrive at rules of conduct 

• Acts can be judged in advance by moral criteria (Kant)

• Consistency – act as if actions determine universal law, actions 

shouldn't result in logical contradictions

• Human dignity – treat people as an end rather than a means to an 

end

• Autonomy – human beings make laws for themselves, and to be laws, 

they must be binding on others



Teleological/ Consequentalist

• Moral judgements based on outcomes or consequences

• Right or wrong depends on benefits/harm produced
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Situational influences

Issue-related influences

Moral intensity

▪ Magnitude of consequences – harms or benefits

▪ Social consequences – degree of general agreement

▪ Probability of effect – probability of harms or benefits actually happening

▪ Temporal immediacy – speed with which the consequences are likely to occur

▪ Proximity – feelings of nearness that the decision-maker has for those who will 
suffer impacts of ethical decision

▪ Concentration of effect – whether some persons will suffer greatly or many 
people will suffer lightly



Issue-related influences

Moral f raming

 How issues perceived in organisations

 Using words l ike fairness or honesty encourages moral 

thinking

 Depends on management wil l ingness to frame issues in moral 

terms 

MORAL FRAMING



© ACCA

Situational influences 

Organisational influences

▪ Systems of reward

▪ Bureaucracy – extent of detailed rules and procedures

▪ Authority – example and intervention of management 

▪ Organisational field – norms and values in business environment

▪ Work roles
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Situational influences _ Culture

Organisational culture

▪ Values connected to organisation's mission statement 

▪ Beliefs that are more specific than values and represent aspects of an 
organisation that are talked about

▪ Behaviours, the ways in which people within the organisation and the 
organisation itself operates

▪ Taken for granted assumptions, which are at core of organisation's culture, 
which people find difficult to explain but are central to organisation 
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Disciplinary situations (1)

You are the compliance officer of a large global investment 

bank. You have been asked to consider a series of 

disciplinary charges against staff who are at present 

suspended. The options open to you are:

(a) Dismiss the individual as no longer a 'fit and proper 

person' to work in the bank conducting investment 

business

(b) Reinstate them having judged their offence to have been 

trivial and excusable

(c) Discipline them by giving them a formal warning and/or 

switching them to duties where they are unlikely to be 

able to present a risk to the bank



Ethical situations _ Solution

(a)A client manager who has used the bank's credit 

card to pay for an expensive romantic dinner with 
their partner and then claimed it was dinner with a 

client. The compliance officer has been told by the 
Client Director that he tends to ignore this sort of 
thing providing it's not too expensive or too often.

(b)One of the bank receptionists has been convicted 
and fined for travelling on local transport without a 

valid ticket (fare dodging). 
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Disciplinary situations (3)

(c) A member of staff in a branch abroad has been taking 

large amounts of time away from work allegedly due to ill 

health. Investigations reveal that she has been well but 

that she has been spending the days caring for the family 

of her sister who has been unwell. The member of staff 

has offered the excuse that in her culture it is expected 

that she would come to her sister's aid and put family 

before any other ties.
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Disciplinary situations (4)

(d) A senior manager in the corporate finance department 

who had been advising a large client on their plan to 

mount a takeover bid for a rival had secretly been buying 

shares in the target in the days before the bid, and telling 

his friends to do the same. This has had the result that 

the regulator has commenced an investigation into 

suspicious price movements before the bid.



Disciplinary  

(a)Discipline client manager and consider disciplining 

the Client Director for misuse of funds to improve 
moral framing

(b)Reinstate – low moral intensity offence and they 
have already been punished

(c)Dismiss or discipline depending on bank's ethical 

stance and views on national diversity
(d)Dismiss. Very high moral intensity and significant 

reputation risk. No mitigating factors



Corporate codes of ethics _1

Codes of conduct

 Establish organisation's values

 Promote business objectives

 Emphasise responsibilities to stakeholders

 Control individuals' behaviour

 Convey values to external stakeholders



Corporate codes of ethics - content

Contents of codes of ethics

 Ethical principles

 Commitment required from employees

 Compliance with law

 Treatment of customers

 Treatment of suppliers



Professional codes of ethics 

Contents

 Fundamental principles

 Conceptual framework

 Threats to compliance

 Safeguards
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Advantages of professional codes

1. Include detailed guidance, which should assist ethical decision-making.

2. Include explicit prohibitions if necessary. 

3. Prescribe minimum standards of behaviour that are expected

4. Enhance public confidence in professions

Professional codes of ethics 
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Professional codes of ethics 

Fundamental principles

▪ Professional competence/due care – maintain  knowledge/comply with 
standards

▪ Integrity – straightforwardness/honesty

▪ Professional behaviour – avoid actions discrediting profession

▪ Confidentiality – don't disclose to third parties unless legal/professional duty

▪ Objectivity – avoid influence by bias/conflicts of 
interest/undue influence



Ethical 

threats 
and 

safeguards 

IMPORTANCE OF INDEPENDENCE

GIVES MORE CONFIDENCE IN REPORTING ON 

FINANCIAL INFORMATION AND DIRECTORS' 

STEWARDSHIP

ENSURES AUDITORS PROVIDE VALUE FOR 

MONEY BY DOING ALL AUDIT WORK REQUIRED

ENSURES FULFILMENT OF PROFESSIONAL 

REQUIREMENTS    



Ethical threats and safeguards (2)

Threats

 Self-interest

 Self-review

 Advocacy of client/employer interests

 Familiarity with client/fellow employees

 Intimidation
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Ethical threats and safeguards

Professional safeguards 

▪ Entry requirements

▪ Training requirements

▪ CPD requirements

▪ Professional standards

▪ Professional monitoring

▪ Disciplinary procedures

▪ External review



Ethical threats and safeguards

Safeguards in workplace for accountants in business

 Employer's oversight systems

 Employer's ethics and conduct programmes

 Recruitment procedures 

 Strong internal controls

 Appropriate disciplinary processes

 Leadership that stresses ethics



Threats to independence 

For each of the following situations, identify the threat to 
independence and suggest potential remedies.

(a) A bank has requested a reference from the firm about a 
client that is seeking additional funding. The client 

promises to be a very valuable client if the business 
succeeds in raising extra funds.

(b) The client has told the firm that it has received a cheaper 

quote from a rival for conducting the annual audit and 
that it is considering changing auditor next year.
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Threats to independence Solution

(a) Advocacy threat but also possibly self-interest. The 

reference could be biased to help the client to get the 

funding. The reference could be externally reviewed or 

the relationship disclosed to the bank (which presumably 

they realise already).

(b) Intimidation threat and also self-interest. The present 

audit and future audits may be 'soft' to keep client happy 

or superficial to save costs and so allow a competitive fee 

to be charged. Stay with original audit plan and give clear 

account for time spent to client. Consider review of audit 

plan for next year.



Bribery and corruption (1)

Bribery and corruption

 Bribery – offering, receiving or soliciting item of value to influence 

actions of another person

 Corruption – deviation from honest behaviour
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Bribery and corruption (2)

Examples of corruption

▪ Abuse of a system – using system for improper purposes 

▪ Bid rigging – promising  contract in advance to one party, although other parties 
have been invited to bid for it

▪ Cartel – secret agreement by supposedly competing producers to fix prices, 
quantity or market share

▪ Influence peddling – using personal influence in government or connections 
with persons in authority to obtain favours or preferential treatment for another, 
usually in return for payment
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Bribery and corruption (3)

Problems with bribery and corruption

▪ Lack of honesty and good faith

▪ Conflict between legitimate duties and personal gains through acting unethically

▪ Increases risks of trading internationally

▪ Results in misallocation of resources

▪ Stakeholders lose confidence in organisation if bribery and corruption is 
publicised  
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Bribery and corruption (6)

Risks of bribery and corruption – internal risks

▪ Deficiencies in employee training, skills and knowledge

▪ Bonus culture that rewards excessive risk taking

▪ Lack of clarity in the organisation's policies on, and procedures for, hospitality 
and promotional expenditure and political or charitable contributions

▪ Lack of clear financial controls

▪ Lack of clear anti-bribery message from top-level management 



Bribery and corruption (7)

Measures against bribery and corruption

 Clear statement by directors

 Zero tolerance policy

 Communication of policies and procedures

 Training

 Code of conduct

 Identification of risks

 Due diligence on potential partners

 Conduct of business rules

 Whistleblowing/Guidance seeking

 Management monitoring



Bribery and corruption (8)

Conduct of business rules

 Contractual terms with consultants/intermediaries  reflecting 

internal rules and emphasising zero tolerance 

 Policies on hospitality and promotional expenditure and charitable 

and political donations

 Procurement and tendering guidelines

 Differentiation between properly payable fees (for example 

inspection certificates) and facilitation payments (often bribes)

 Recruitment and human resource procedures to decrease risks of 

involvement of staff



Public interest (1)

Professionalism

 Based on body of theory and skills

 Acceptance of duty to society

 Compliance with relevant laws and regulations

 Avoidance of actions that may bring discredit on profession

 Acting in public interest

 Dealing with colleagues with integrity and fairness

 Values and conduct underpin actions

 Skills and values enhance weight of judgement



Professional competencies f or accountants (ACCA)

 Maintaining confidentiality and upholding ethical standards 

 Preparing f inancial information 

 Complying with legal and regulatory requirements 

 Interpreting f inancial statements 

 Communicating ef fectively 

 Preparing f inancial statements 

 Problem-solving and managerial skil ls

PUBLIC INTEREST (2)



Im pact of  accounting f i gures

 Mechanistic i ssues are where the accounts are used to assess 

the per formance of a company or its directors based on 

requirements set out in l ine with a regulation or contract (eg

company borrowing l imits)

 Ju dgemental i ssues are where the f igures in the accounts 

influence the judgement of their users (investors,  government, 

employees)

PUBLIC INTEREST (3)



Public interest (4)

Public interest

 Collective well-being of the community of people and institutions 

the accountant serves 

 Lack of robust, enforceable, definition 

 Critics claim profession acts against public interest:

– Accounting standards allow excessive leeway

– Ineffective auditing standards

– Emphasise confidentiality over public interest

– Allow for over-close client relationships



Public interest - Criticisms of accountants' 
role

Do serve

• Wealth-maximising 

investors

• Corporations

• Governments 

Don't serve

• Those without 

economic power

• Social welfare

• Environment



 Tuckers' 5 step model

 AAA

RESOLVING ETHICAL PROBLEMS



© ACCA

Approaching ethical problems_ Tuckers model

Tucker's Model

▪ Profitable

▪ Legal (depends on jurisdiction)

▪ Fair (who decides fairness) 

▪ Right (ethical position)

▪ Sustainable (environmental et al)



Tucker's model (1)

From December 2012 Q4(a)
Railway Development Company (RDC) was considering two options 

for a new railway line connecting two towns. Route A involved cutting 

a channel through an area designated as being of special scientific 

importance because it was one of a very few suitable feeding 

grounds for a colony of endangered birds. The birds were considered 

to be an important part of the local environment with some potential 

influences on local ecosystems.



Tucker's model - Cont

The alternative was Route B which would involve the compulsory 

purchase and destruction of Eddie Krul's farm. Mr Krul said that he had 

a right to stay on the land which had been owned by his family for 

four generations and which he had developed into a profitable farm. 

The farm employed a number of local people whose jobs would be 

lost if Route B went through the house and land. Mr Krul threatened 

legal action against RDC if Route B was chosen. 

The compulsory purchase price of Mr Krul's farm would be $1 million. 

RDC considered this a material cost because the projected net 

present value of cash flows over a ten-year period would be $5 million 

without buying the farm. This would reduce the NPV by $1 million if 

Route B was chosen.
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Tucker's model _ Question

A local environmental pressure group, 'Save the Birds', was outraged at the 
decision by the local government authority  to choose Route A. It criticised RDC 
and also the local authority for ignoring the sustainability implications of the 
decision. It accused the company of profiting at the expense of the environment 
and threatened to use 'direct action' to disrupt the building of the line through the 
birds' feeding ground if Route A went ahead.

Required

Use Tucker's 'five question' model to assess the decision to choose Route A. 

(10 marks)
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Tuckers' model _ Solution

45



Weaknesses in  answers

 Paraphrasing the question

 Copying out the scenarios

 Regurgitating Ethical Guidelines

 Fail ing to make recommendations

 Fail ing to justify recommendations

APPROACHING ETHICAL PROBLEMS 




