
  

 

      
  

Ethics and accountants 
  

 Ethics is about mortality, and acting in a way that is morally justified. 
 Moral principles that guide your behaviour. 
 The decision between right and wrong. 
 It is a contract between you and yourself.   <A charter> 

However, opinions about what is ‘right’ and ‘wrong’ can differ enormously. 

Ethics apply to organizations as well as to individuals and group of people. Companies might be driven 
by the profit motive, and all their actions might be determined by doing whatever is necessary to 
maximize profits.  

Accountants – both students and qualified professionals – are expected to behave in accordance with 
professional codes of ethics, and to maintain standards of moral behaviour that are ‘expected; from a 
professional body. 

Professional ethics and business ethics are all relevant to how an accountant should behave. 

Moral Dilemma 
 
Moral dilemma means to choose between two undesirable things. 

Pressure to act unethically can create a moral dilemma - what is the right thing to do? 

Accountant should not take a different set of rules and with a different moral outlook, at work and in 
their private life. 

Acting in an ethical way: moral philosophy 
 
If you do not intent to act ethically in your work, you do not need to be an accountant. 

There is a link between ethical and good corporate governance. Good corporate governance is 
associated with integrity, honesty and transparency. These are ethical qualities of business.  

Individuals and business have different views about ‘right’ and ‘wrong’. 

Differences in ethical views can be very large between different communities and cultures. 

There are strong differences of opinion on difficult moral issues such as abortion, euthanasia and 
medical research on animals. 

 

1 of 33



  

 

      
  

o What is expected from my family and society? 

2.1)  Inter-personal accord and conformity: good boy, nice girl attitude 
2.2)  maintain social order 
  > What is expected form society? 
  > Who is very near to me? 

3. Post Conventional 

This is also called the ‘principled’ level. The individual now realizes that he is a person with his own 
views, and not just a member of society. The individual does not accept the social conventions are 
necessarily correct. Individual does not take a purely selfish view of right and wrong. 
The best layman example of this stage is Bollywood Indian movie Sarkar (Amitabh Bachan).  

3.1) Social contract 
Individual takes a view that a good society is one in which there is a social contract in 
which everyone works towards the common benefit of society. 

 
3.2)  Universal ethical principles  
  Individuals have an obligation to disobey unjust laws. 
  It is morally wrong to vote for a law that helps some people but hurts others. 
  E.g. Anita Rohdik (Body Shop) 

 Kohlberg was interested in the moral reasoning that individuals use to justify their opinions, rather 
than the actual decision that they reach through their reasoning. 

ASK “WHY” not “WHAT” 

CRITICISM: 

1. It is gender specific theory, researched on males only. 
2. Cultural bias, ideas are based on Western philosophy. 
3. Stage 5 and 6, individual puts him above the law and society, which is dangerous moral position to 

take. 
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Secondary stakeholders are external stakeholders. 

6. Active v passive stakeholders  

Active Stakeholders seek to influence an organization. This group may include regulatory authorities 
and pressure groups. Whether they are successful in their activities will depend on other factors (e.g. 
their power and whether they are seen as legitimate).  

Passive stakeholders seek to influence an organization passively. 

7. Voluntary v involuntary stakeholders  

Some are stakeholders in an organization because they choose to be – employees could (normally) work 
elsewhere, customers can (normally) find other suppliers. Involuntary stakeholders have little choice in 
the matter.  

If there is only one local hospital, all local residents are probably involuntary stakeholders. As such, they 
are unable to leave a stakeholder relationship and therefore may be compelled to try to influence the 
organization, as they have no other option!  

8. Legitimate v illegitimate stakeholders  

The ability of stakeholders to have their demands/claims met is likely to be affected by whether a 
company (and maybe society as a whole) believes their claims to be legitimate.  

Claims that are supported by a large section of society are likely to be considered legitimate, as are 
claims based on current law. Anyone seeking to change society’s “norms” or values may have a far 
harder job having their claims listened to and then accepted. 

 Much of the above analysis helps to split stakeholders into different types, but does not spend long 
looking at the moral aspect. Should companies consider stakeholders at all, and if so, which ones?  

As companies have grown into multinational organizations, their ability to affect the world and how 
society operates has grown as well:  

 Companies can change the way society works  
o  Mobile phones  
o Email  
o Face book  

 Companies pollute the environment, and big companies can have a noticeable effect on their 
local community  

 A big company in a community will be a major employer – decisions it takes could be the main 
influence on the prosperity of the community  

 Companies who use low cost countries for supplies and services could be seen to be keeping 
those countries low cost … which could mean they are keeping wages down to what might be 
viewed as unacceptably low levels  
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PROFESSIONAL PRACTICE AND CODES OF ETHICS 
 

 Profession 
 
The word ‘professional’ is associated with the group of highly qualified group of individuals who carry 
out a particular type of highly skilled work. 
For e.g. Doctors, engineers, lawyers, etc. 
 

 Difference between profession and occupation 
o Profession 

o A profession needs extensive training and specialized knowledge.  
o A profession can be called an occupation when a person is paid for his particular 

skills, and his deep knowledge. Doctors, engineers, accountants and many others. 
o Occupation 

o An occupation does not need any extensive training. A person with an occupation 
need not have specialized knowledge of his trade. 

o Persons engaged in an occupation are not paid for their knowledge, but only for 
what they produce. Drivers, clerks and technicians. 

 

 Professionals and their clients 
 
The relationship between professionals and their clients is based on: 

1. Relationship of trust:  
The client can trust the professional to act in a proper way, in accordance with a 
professional code of conduct. 

2. There is an assurance that the professional has attended a minimum level of expertise and 
competence. 

3. The professional puts the client before himself. 
 

 Acting professionally 

Professional behaviour means complying with relevant laws and obligations, including with the code of 
conduct (including with the code of ethics) of the relevant professional body. 

Professional behaviour is commonly associated with: 

• Acting with integrity, honesty and straight dealing 

• Providing  unbiased  and free from any influence opinions and advice 

• Confidentiality 

• Using specialist knowledge and skill 
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ECO-MANAGEMENT AND AUDIT SCHEME (EMAS) ------ EUROPEAN 

The EU Eco-Management and Audit Scheme (EMAS) is a management tool for companies and other 
organizations to evaluate, report and improve their environmental performance. The scheme has been 
available for participation by companies since 1995 and was originally restricted to companies in 
industrial sectors.  

Since 2001 EMAS has been opened to all economic sectors including public and private services. 

ISO (international standard organization): 

 Standards related to environment are: 14000, 14001 and 14002.
 Companies want to be certified by ISO.
 ISO is benchmark.
 Companies want to be certified by ISO and EMAS, need to follow their standards provided by

ISO and EMAS.
o HP green system

 An independent auditor will examine the company whether it has maintained the requirement
standards.

ENVIRONMENTAL FOOTPRINT 

Your footprint is the imprint you leave after walking somewhere. Likewise, a company’s environmental 
footprint is the effect on the environment caused by the operations of a company.  

In most cases this footprint is going to be something that society would probably wish to be reduced, as 
environmental effects are likely to be negative rather than positive. The use of natural resources, 
creation of waste and pollution are common to many businesses.  

However, some businesses may have a positive effect on the environment (e.g. a manufacturer of solar 
panels).  

Some companies have sought to offset their footprint by doing positive things in return. For example, 
some organizations sponsor the planting of new trees to “offset” the negative environmental effects 
they create. 
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