International
Accounting
Education
Standards Board

Information Paper
August 2006

Approaches to the Development
and Maintenance of Professional
Values, Ethics and Attitudes in

Accounting Education Programs

International Federation
of Accountants



International Accounting Education Standards Board
International Federation of Accountants
545 Fifth Avenue, 14th Floor
New York, New York 10017 USA

This information paper was issued by the International Accounting Education Standards Board
(IAESB), an independent standard-setting body within the International Federation of
Accountants (IFAC). The IAESB develops and issues in the public interest guidance on pre-
qualification, training and continuing professional education and development for members of
the accountancy profession. The IAESB also acts as a catalyst in bringing together the
developed, developing and emerging economies to assist in the advancement of accountancy
education programs worldwide, particularly where this will assist economic development.

This information paper may be downloaded free-of-charge from the IFAC website:
http://www.ifac.org. The approved text is published in the English language.

The mission of IFAC is to serve the public interest, strengthen the worldwide accountancy
profession and contribute to the development of strong international economies by establishing
and promoting adherence to high-quality professional standards, furthering the international
convergence of such standards and speaking out on public interest issues where the profession’s
expertise is most relevant.

Copyright © August 2006 by the International Federation of Accountants (IFAC). All rights
reserved. Permission is granted to make copies of this work provided that such copies are for use
in academic classrooms or for persona use and are not sold or disseminated and provided that
each copy bears the following credit line: “Copyright © August 2006 by the International
Federation of Accountants. All rights reserved. Used with permission.” Otherwise, written
permission from IFAC is required to reproduce, store or transmit this document, except as
permitted by law. Contact Permissions@ifac.org.

ISBN: 1-931949-48-4



APPROACHESTO THE DEVELOPMENT AND MAINTENANCE OF
PROFESSIONAL VALUES, ETHICSAND ATTITUDESIN ACCOUNTING
EDUCATION PROGRAMS

CONTENTS

Page

ACKNOWIEOGEIMENTS. ...ttt sttt b et et sbe et et e be e b e eneennes

0= o U S
Purpose of this INfOrmMation PaPES ...........cceeiiiieriie e 2

EXECULIVE SUMIMEIY ....oevieieeie et ettt te s et e e e e sseesaeenseeneesaeenseeneesseenseeneesseensenneenns
Chapter 1 ProjECt OVEIVIEW .....oceiieeeiecie sttt sttt e st ste e e sreenne s e sneenteeneesreenneens 10
Lo (1T 1o o SRR S 10
ATMS AN ODJECLIVES. ..ottt sttt a e s seesbeeee e e sseenee s 10
Research Support and MONITOMNG ........coeeieieiereeseeeee e e 11
Organization Of the REPOM..........ceiirieeerese e 11
Chapter 2 A Summary of the Literature and Research Method ............cccooovvcevvcie e 13
A Roadmap of the Relevant LIterature...........ccccueieeieeie i 13
Overall Research Approach and PrinCipleS.........ccooveviiie i 15
Definitions and GoVerning CONCEPLS........coviiirreerieeie e sie et ee e ee e ses 16
RESEAIC MELNOGS........oceieecece et ns 20
Chapter 3 Ethics Education — ROI€ @nd ISSUES..........ooiiiieriricieeese e 30
LITEIatUNE REVIEW. ..ottt b e e b et 30
Research Findings — Perceptions of Ethical Issuesand failures..........c.ccccceveceieeiiecenee. 36
Research Findings — Perceptions about Ethics Education..............ccccovecveiieieececeeceenen, 39
SUMIMIBIY ...tttk t e s et e sae e et e e s ae e e b e e aae e e ase e saeeembeeeseeenseesaneembeeanneenseesnneenns 47
Chapter 4 An Inventory and Analysis of Current and Good Practice...........ccecvevvveenienneee. 49
LITEralUrE REVIEW. .. ettt sa et e e nteetesaeesseenseeneesneenseenennees 49
Research Findings — IFAC Member BOIES.........ccveeiieiecie e 53
Research Findings — Views of Stakeholders..........ccooveiveiececce e 64
0l 01072 YRR 66
Chapter 5 Developing a Framework Approach for the Delivery of Ethics Education.......... 68
An Overview of the ProjeCt fiNAiNGS..........ccoovreririeieesese s 68
Approaches to EthiCS EAUCALTON............ccoiiiiiiiiieeeee s 70
Setting the Goals and Objectives of Learning EthiCS.........ccccovevvieevecie s 77

Learning Professional Values, Ethics and Attitudes in the Workplace...........ccccceeneeee. 80



APPROACHES TO THE DEVELOPMENT AND MAINTENANCE OF PROFESSIONAL
VALUES, ETHICSAND ATTITUDES IN ACCOUNTING EDUCATION PROGRAMS
Issues Regarding Delivery and Learning EthiCs...........ccoveeiieiecceseccecce e
Career Long Learning — Ethics Education in Post-Qualifying Programs............cccceee....
Contexts aNd CUITUIE ISSUES........ccuiiieiiiie ettt st ee e es

The Ethics Education Framework (EEF) and the Learning Continuum...............cceceeuee.
Delivering EthiCS EQUCELION ..........coeiiiiiiieseeie et
Challenges Facing EthiCS EQUCELOTS............coiiirieieieerie st

(0 =X o 1 7N
Role of Professional Accounting BOAIES..........cceoiiiiiiieiieiiceesee e s
(R0 (=X o)l =0 (§107= (Lo gl & (01 /10 (< £

Appendix 1: An Application of the Four Stages of the Proposed IFAC Ethics Education
Framework (EEF) and the Nominated TOPICS ........ccceevuerieeneerieceeseese e eee e

Appendix 2: SUNVEY 1 INSIFUMENL .......c.oceecieeie ettt sre e s reesne e ens
Appendix 3: SUNVEY 2 INSIFUMENL ......c..oieiieeieeie e s sae e nee e sns
Appendix 4: Focus Group Discussion QUESHIONS ..........coiuerirreerieneeseesie e sieesee e sres e sees
Appendix 5: INLErVIEW QUESLIONS .........couiriiriirieriieie ettt enes
Appendix 6: List Of PartiCipantS.........ccccceieererieieee et esee e sie e ae e nes
B.L SUNVEY L.ttt e et r bt e aa e e b e e e s ba e e sabe e e sabe e e sabe e e nnree e nnes
B.2 INEEIVIBIS. ...ttt ettt e bbbt e e e et e s b e besbeebeeneeneene e
5.3 FOCUS GIOUPS......eeeuteeeieeetee et etee et e it et ebe e s e e e bt e s seeebe e sae e e seesseeaaseesaeesnneesneesareesneaannis

Appendix 7: Literature on the Ethics Coverage in the Qualifying Programs of Some
NON-ACCOUNLING DiSCIPIINES. .....eeitieieeiereere ettt e s nesneennes

Appendix 8: Resources — Examples of Relevant Ethics WebsItes...........cccveveeceeceeciecnenee



APPROACHES TO THE DEVELOPMENT AND MAINTENANCE OF PROFESSIONAL

VALUES, ETHICSAND ATTITUDES IN ACCOUNTING EDUCATION PROGRAMS

Appendix 9: Samples of Ethical Decision-Making Models...........ccccoveeeveccevceesecce e,

References

The Researchers and RESEAICN A SSISEANTS ......eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeesesesesesessnnsssnsesnnssnnnnes




APPROACHES TO THE DEVELOPMENT AND MAINTENANCE OF PROFESSIONAL
VALUES, ETHICSAND ATTITUDES IN ACCOUNTING EDUCATION PROGRAMS

Acknowledgements

We would like to express our sincere gratitude to the IFAC Education Committee Ethics Task
Force: Henry Saville, Chair of the Education Committee, Warren Allen (former Chair, Education
Committee), David Hunt, R Bupathy, Ann Johns and, in particular, Claire Egan, Technical
Manager, IFAC Education Committee. We would also like to thank Professors Steve Albrecht
and Peter Wolnizer of the Education Committee, who have provided time and advice to support
the project. The project team would like to express their appreciation to a number of reviewers
and commentators for their efforts throughout the project and in particular, Dr Thomas A Gavin
and Dr. Gerad Vinten. We also thank Dr. Thomas Gavin for his independent review of the report
and providing invaluable feedback and comments on an earlier draft.

The project team is also indebted to the IFAC Education Committee as a whole, for their
demonstrated foresight and leadership in sponsoring the project. We would like to specially
thank the member bodies of IFAC. In particular, we thank the Certified General Accountants
Association of Canada (CGA Canada), The Institute of Chartered Accountants in Scotland
(ICAYS), The Association of Chartered Certified Accountants (ACCA) and CPA Australia, having
provided extra support in the form of consultation and additional funding to finance the global
focus groups. We aso wish to note our appreciation to the Institute of Chartered Accountants of
Scotland who provided timely advice and support in the initial stages of the project.

The completion of this project was assisted by the large number of participants who made
available their time to complete our surveys, to participate in focus group discussions and to be
interviewed. The project team would like to thank these participants for their encouragement and
unfailing support of the project. A list of the participants is acknowledged in Appendix 6 of this
report.

The project team would also like to thank their respective institutions: Deakin University, RMIT
University and La Trobe University, which have supported the project in various ways.

Professor Philomena Leung (Project L eader)

Professor Barry J. Cooper

Associate Professor Steven Dellaportas

Associate Professor Beverley Jackling

Research Assistant Heather Ledlie

August 2006



APPROACHES TO THE DEVELOPMENT AND MAINTENANCE OF PROFESSIONAL
VALUES, ETHICSAND ATTITUDES IN ACCOUNTING EDUCATION PROGRAMS

Foreword by IFAC

This paper is the result of awide-ranging research project into ethics education in the worldwide
accounting profession, commissioned by the IFAC Education Committee (now the International
Accounting Education Standards Board - IAESB). Between June 2004 and September 2005, a
team of researchers, led by Professor Philomena Leung from Deakin University, Australia,
conducted an extensive literature review, two online surveys of IFAC member bodies and other
stakeholders in ethics education, and held interviews and focus group discussions with 113
individuals internationally to form the basis of their research findings.

In addition to this Information Paper, the research team aso produced a draft International
Education Practice Statement (previoudly titled an “International Education Guideline”) and a
CD Rom *“Ethics Education Toolkit” including sample course outlines, teaching notes, case
studies, video clips of ethical dilemmas, and a database of ethics education resource materials to
assist member bodies and others in the development of ethics education programs. Thisis to be
released to IFAC member bodies and others in September 2006.

Information Papers promote discussion or debate on education and development issues affecting
the accountancy profession, present findings, or describe situations of interest relating to
education and development issues affecting the accountancy profession. The aim of such Papers
is to provoke consideration of the issues and to encourage comment and feedback so that the
issues can be advanced. In this way, they may be useful for exposing views, approaches and
methods that are in early stages of development and thus may be useful forerunners to
International Education Standards (1ES) or International Education Practice Statements (1EPS).

While the IAESB has approved the publication of the research report as an information paper, it
should be noted that this is an independent research report, and does not necessarily represent the
views of the IAESB or IFAC. Rather, it isissued to promote discussion and debate on the subject
of ethics education. For specific guidance endorsed by the IAESB on ethics education for
professional accountants, member bodies and others are referred to IEPS 4.1, Approaches to
Developing and Maintaining Professional Values, Ethics and Attitudes, which is planned to be
published during 2007.

Pur pose of this|nformation Paper

IES 4, Professional Values, Ethics and Attitudes prescribes the professional values, ethics and
attitudes professional accountants should acquire during the education program leading to
membership of an IFAC member body.

The purpose of this paper is to support the development of |EPS 4.1, Approaches to Developing
and Maintaining Professional Values, Ethics and Attitudes. This will assist and support IFAC
member bodies to discharge effectively their responsibilities to ensure that candidates for
membership of an IFAC member body are equipped with the appropriate professiona values,
ethics and attitudes to function as professional accountants.

The IAESB believes that this paper, and the findings of the independent research team, will be of
interest and benefit to IFAC member bodies, accounting educators, and others seeking to
implement ethics education programs for professional accountants.

Henry Saville
Chairman, |AESB
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Executive Summary

The deliverables of the research include this research report, a proposed International Education
Guideline (IEG 10), a CD Rom containing the Toolkit which supports the IEG and a range of
other resources included in the chapters and the appendices. This Executive Summary provides
an overview of each Chapter of the Report.

Chapter 1

Chapter 1 discusses an overview of the project, with the details of the aims and objectives
(deliverables). These deliverables include:

. An inventory and analysis of different practices, methods and content of accounting ethics
education;

. aframework of ethics education and development models and good practice guides at entry
and pre-qualification level;

. aframework for continuing post-qualification development;
. advice on institutional strategies, choices and policies for implementation;

. an analysis of applications to academic study, practical experience and assessments of
professional competence to align with IES statements and IFAC’s mission; and

. a database of ethics support resources for both pre-qualification programs and post-
qualification devel opment.

Chapter 2

Chapter 2 introduces the relevant literature in a concise summary, highlighting the overall
approach of the project. This chapter also describes the research method, including the
definitions, key concepts which governed the project design, and the detailed research methods
for data collection and analyses. IFAC, in commissioning the research, has identified a number of
deliverables which form the basis of this research output. These deliverables, which have been
listed above, form the underlying rationale for the research methods used.

IES 4 Professional Values, Ethics and Attitudes recognizes the different environments, different
cultures and regulatory requirements [para. 3] of IFAC’s 160 member bodies (118 countries). To
assist adoption by member bodies, this project considers the fundamental professional values and
ethics in IES 4, as applicable to a worldwide audience. The approach contains a number of
methods, so that member bodies may adopt a particular method(s) of implementation as
appropriate, while satisfying a minimum standard in accordance with IES 4.

The output of this research project is informed by the analyses and results of the following
research methods.

. Resour ce development:

The researchers have carried out a wide ranging search of the literature and discussions and
debates conducted on ethics education to evaluate the body of knowledge, the topics and
contextual issues, the delivery, and appropriate learning aids, in order to derive an
appropriate range of ethics resources for IFAC member bodies.
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. I dentifying existing ethics education policies of IFAC member bodies:

An online survey (Survey 1) of all IFAC member bodies was undertaken to identify, assess
and analyze existing ethics education elements within current pre-qualification programs,
which include educational and other developmental activities. The researchers examined
the objectives embodied in these programs and the structures/formats of such programs
(distance, face-to-face learning, examination or practical orientation, supervised, etc).

. Identifying issuesrelating to ethics education

A second international online survey (Survey 2) of users and providers of accounting
education, and in particular ethics education, was also conducted. The population includes
academics and ethics experts, and users such as accountants, business executives and
regulators. The survey investigated the features and issues related to existing ethics
education and the perceptions of ethics education in general. This online survey was
administered to a database of individuals developed for the purpose.

Both surveys examined pre-qudlification and post-qualification programs and courses that
involve ethics, identified the issues related to such programs and the perceptions of users in
respect of their effectiveness. Opinions from experienced individuals from academe, industry and
the profession have been gathered and analyzed. The primary analyses of both surveys were
guantitative.

. Semi-structured interviews and focus groups discussions with stakeholders.

Face-to-face interviews with personnel involved in ethics education, managers,
representatives from member bodies and corporate executives were undertaken to enrich
the thinking developed from the results of the surveys, and to identify further matters
regarding the implementation of ethics educational initiatives not readily disclosed from the
surveys. The researchers recognize the practicality of approaching the wide spread
membership of IFAC and developed plans for focus group discussions held with
stakeholders in regions such as Asia, Europe, and in the Indian sub-continent. This meant
broadening the original plan of conducting 20 interviews by actively seeking opportunities
and making additional arrangements in order to conduct world-wide focus group meetings.
In addition to focus groups, the researchers carried out face-to-face interviews and
telephone interviews, especially with personnel whom the researchers considered
appropriate due to regional representation, professional types or expertise. The interviews
and focus groups discussions form the foundation for the qualitative analyses of the project.

In addition to the IFAC funding, extrafinancial support was successfully sourced from two of the
member bodies of IFAC to help fund the qualitative data collection through focus groups and
interviews.

Chapter 3

Chapter 3 discusses the first set of findings. The role of ethics education and related issues are
discussed to set the scene and help readers to appreciate the background and need for ethics
education. Following a review of the relevant literature, the perceptions of ethics education of
member bodies and other professional accountants are addressed. Chapter 3 satisfies the
background analyses of all deliverables.
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The following key findings are noted:

. Conflicts of interests, including self-interest threats, are the ethical issues most likely faced
by accountants in public accounting practice and business entities and are ethical issues
that are also relatively significant in the government and not-for-profit sectors.

. Earnings management issues are believed to be more commonly faced by accountants in
business entities than in accounting practices or the government and not-for-profit sectors.

. Representatives of the member bodies in Asia Pacific and in the Middle East and Sub
Saharan Africa (MAYS) regions were more inclined to believe that self interest was the most
likely factor to contribute to ethical failure, than those from other regions.

. Individuals in the MAS region were also more concerned about the lack of ethical
sengitivity and failure to make proper professional judgment, leading to ethical failures.

. From the findings, key ethics threats suggested are: self-interest; failure to maintain
objectivity and independence; improper leadership and poor organizational culture; lack of
ethical courage to do what is right; lack of ethical sensitivity; and failure to exercise proper
professional judgment.

. Most respondents agree that ethics should be learned as a form of life-long professional
development.

. Good ethics education means requiring learners to think critically before making decisions
with ethical implications.

. Most respondents disagree that ethical standards of individuals cannot be changed or
improved.

. The individuals interviewed strongly believe in the need for ethical courage to trandate
values into action, and further believe that ethical behavior can only be maintained where
leaders are models of ethical behavior.

. There was a strong consensus that ethics should be learned as part of the pre-qualifying
programs and that ethics should be taught as both a dedicated unit and also as an integrated
theme within other units of study in pre-qualifying programs.

. There is also a strong belief that professional accounting bodies have a significant role in
ethics education and that the nature of ethics education should be prescribed.

. Many interviewees also believe that ethics education should be introduced as part of a
broader program to develop accountants’ professional values, ethics and attitudes.

This Chapter sets the scene for the remainder of the chapters in the research report. There is
positive feedback in relation to the need and scope of ethics education for accountants.
Moreover, there is a general belief that ethics education is necessary to ensure coverage of the
range of ethical issues faced by accountants in public practice, business entities, the government
and not-for-profit sectors. The scope of ethical issues identified by respondents also provides an
indication of the direction for ethics education. Professional bodies are generaly satisfied with
the support that they provide to members. However, to undertake a significant role in ethics
education, professional bodies need to consider the continuing nature of ethics education, so that
both pre-qualifying and post-qualifying programs offer ethics education as life long or career
long learning.

5
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Chapter 4

Chapter 4 isareview of an inventory and an analysis of current practices, including the review of
good practice research in relation to professional accounting at pre- entry and post-qualifying
levels. Chapter 4 provides the details of deliverables 1, 2 and 3.

The overall objective of this chapter is to examine the current and perceived good practice in
relation to ethics education and to relate these practices to the responses of |FAC member bodies
and other research findings based on surveys and interviews. As is evident from the literature,
curriculum change is generally an evolutionary rather than revolutionary process and while there
is growing evidence of business schools and IFAC member bodies responding to the call for
greater ethics coverage in their programs, much still remains to be done.

It is noteworthy, however, that IFAC member bodies who responded to Survey 1 expressed very
strongly the view that ethics education is necessary to:

. develop a sense of ethical responsibility in accountants;

. improve the moral standards and attitudes of accountants;

. develop the problem-solving skills that have ethical implications; and to
. develop a sense of professional responsibility or obligation.

The member bodies also agreed that ethics education should achieve the objectives of sensitizing
and deepening accountants understanding of ethical issues, and of developing a knowledge and
understanding of the Code of Ethics. Ethics education is also seen to be important as a means to
respond to the public calls for greater ethics awareness.

Survey 1 considers current practice by examining the member bodies’ qualification systems,
ethics policies and requirements for ethics education at entry and pre-qualifying levels. The
survey also sought information about the extent of ethics education and development embedded
within the current programs. In summary, the inventory of current pre-qualifying programs of
IFAC member bodies can be described as follows:

. Pre-qualification systems of IFAC member bodies are diverse. Ethics education and
development tend to be integrated within the pre-qualification programs, albeit most were
not extensive but at or below the 10% content level.

. The extent of ethics education appears to be dependent on the ‘ space’ it constitutes in pre-
qualifying programs. Ethical concepts are more liberally covered where ethics is more than
10% of the pre-qualifying programs. On the other hand, most bodies tend to focus on the
code and issues directly related to financial services.

. Most member bodies and other ethics education experts and accountants were in agreement
with respect to the objectives of ethics education.

. However, a comparison of the perceptions of individuals responding to Survey 2 and the
practices of IFAC member bodies regarding ethics education in pre-qualifying programs (as
indicated by Survey 1) shows that there are some areas of differences, although this is
mainly in terms of the extensiveness of the coverage of particular areas.
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Respondents to Survey 2 in regard to the objectives of ethics education at post-qualifying level
felt most strongly that ethics education at this level should enable accountants to achieve the
following objectives, namely:

. to support and deepen accountants' understanding of professionalism and develop skillsin
ethical judgment;

. to help accountants manage and withstand ethical dilemmas and to maintain their ethical
standards and attitudes;

. to reinforce practice consistent with the professional code and to help accountants choose
ethical priorities; and

. to regain public confidence in accounting and to appreciate the importance of learning
ethical conduct in the workplace.

Member bodies were asked to indicate how ethics education was incorporated within their CPD
programs. It appears from the survey data that many professional bodies have been relatively
conservative in their approach to ethics education. The most frequent response was that ethics
development is ‘generally encouraged . While there are variations in CPD offerings in ethics by
the member bodies, there was a general consensus that ethics development and training is
important, together with the acknowledgement that there are a number of significant ethical
issues faced by professional accountants. An important topic rated highly by all regions was the
issue of conflicts of interest, such as self-interest and self-review threats. In general, both
member bodies and other individuals agreed on the importance of topics for CPD such as issues
of conflicts, ethical threats and safeguards, earnings management issues and ethical decision-
making skills. Of dlightly less importance in CPD were topics concerning forensic accounting
and auditing. Whistle-blowing was regarded as less important by member bodies than by other
individuals.

Interviewees and focus group participants also provided feedback that a strong emphasis needs to
be placed on ethics education, even at the expense of technical training. Respondents made
frequent references to the importance of building strong foundations of ethics at the pre-
qualifying level, to be supported by compulsory ethics elementsin CPD programs.

Chapter 5

Chapter 5 consolidates the detailed findings with relevant literature and reviews, and discusses
the frameworks of applications to academic study, including setting objectives, learning and
assessment methods. Chapter 5 leads on to the recommendations of the research team for a
composite flexible framework which helps member bodies to apply IES 4. Chapter 5 satisfies
deliverable 5.

This Chapter also considers the different approaches and practices to ethics education and
determines the appropriate objectives of ethics education and the respective issues in teaching,
learning and assessments. Chapter 5 brings together the essence of the research findings and the
issues relating to ethics education. Research findings from Chapters 3 and 4 show that member
bodies and other individuals expressed a strong consensus relating to the importance of ethics
education. There was also strong support for a compulsory element of ethics in pre-qualifying
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programs, in addition to an integrated approach to cover ethicsin all other areas of learning (e.g.,
Tables 3.5, 3.6, 3.7).

Chapter 6

Based on the above mentioned analysis, supported by the literature and comments from a range
of interviewees, Chapter 6 provides an overview of the observations of the researchers, and their
views on aflexible approach for the delivery of ethics education by member bodies. In particular,
the researchers proposed Ethics Education Framework (EEF) is presented that encompasses all
levels of learning. Various levels that act as building blocks are recommended to be implemented
asfollows:

Stage 1 Ethics knowledge

Ethics education at this foundation stage aims to instill in accountants fundamental
knowledge on matters concerning professional values, ethics and attitudes. Stage 1 forms
the intellectual underpinning of professional values, ethics and attitudes.

Stage 2 Ethical sensitivity

Stage 2 applies the basic ethical principles introduced in Stage 1 to the relevant functional
areas (e.g. auditing and taxation) of accounting practice. This sensitization stage ensures
the development of candidates sense of awareness in order to appreciate the ethical
dimensions of real life issues.

Stage 3 Ethical judgment

Stage 3 is an application stage, where individuals learn how to integrate and apply ethics
knowledge and sensitivity to arrive at areasoned and well- informed decision.

Stage 4 Ethical behavior

Ethical behavior means acting on principles, not merely believing in them. Therefore, this
stage aims to develop the professional accountant’s responsibility not only to abstain from
action that may harm others, but to actively pursue the right course of action.

Full explanation of the EEF is provided in this Chapter. It is also explained in a proposed
International Education Guideline. The research team has reviewed and developed a range of
resources including a Toolkit that will be made available for use by instructors. A range of
materials, literature and web-based resources are also included in this report and associated
appendices.

Chapter 7

Chapter 7 provides an aid to member bodies with advice on institutional strategies and plans for
implementation of IES 4. Chapter 7 meets the requirements of deliverable 4. Suggestions are
offered to put into place institutional strategies to implement ethics education and this needs to
be done at three different levels, namely by IFAC, the member institutions and the educational
providers.
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As the analysis in Chapter 7 indicates, the main drivers of an implementation strategy for ethics
education for accountants are likely to be IFAC itself and its member bodies. Due to various
constraints, the drive for the implementation of ethics education in accounting programs is not
likely to come from the education providers unlessit is prescribed in some form such as through
accreditation processes. Assuming there is strong support for IFAC’s position on ethics education
and that member bodies regard the Statement of Member Obligation (SOM 2) on International
Education Standards for Professional Accountants and other EDCOM (Education Committee)
Guidance as important, then the key players in any implementation strategy will be the member
bodies themselves as discussed in Chapter 7. It is an opportunity that enables member bodies to
ensure that the profession continues along the path of rebuilding public trust.

Chapter 8

Chapter 8 summarizes the resources and databases which are of relevant interest to member
bodies, practitioners, academics and education providers. Chapter 8 is deliverable 6. In this
chapter, the important issue of resources is addressed. If IFAC members and instructors world-
wide are to take up the challenge of implementing ethics education as part of the educational
process for qualification of accountants and ongoing professional development, then provision of
resourcesis akey issue.

From the literature, a number of resources are identified which demonstrate that ethics can be
taught. In particular, a recent edition of Issues in Accounting Education provides a range of
valuable resources illustrating this point. The American Accounting Association has also
identified a range of resources and the means to access these are provided.

Sample programs are also listed, including one currently being taught by an educational provider.
As mentioned previously, a Tool Kit to assist instructors has been developed by the project team
and a selection of useful websitesis listed in Appendix 8. In developing programs for learnersin
different countries, instructors and IFAC member bodies will nevertheless have to use their
professional discretion as to the resources most useful for their particular ethics program.

Finally, in the Appendices at the end of this report is a range of information and resources

including:

. An Application of the Four Stages of the proposed IFAC Ethics Education Framework
(EEF) and the nominated topics

. Survey 1 instrument

. Survey 2 instrument

. Focus group discussion questions

. Interview guestions

. List of participants for Survey 1, interviews and focus groups

. Literature on the ethics coverage in the qualifying programs of some non-accounting
disciplines

. Resources — relevant Ethics Websites

. Samples of Ethical Decision-making Models
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Chapter 1: Project Overview

I ntroduction

This project was commissioned through a competitive tendering process by the International
Federation of Accountants (IFAC) in 2004. Commenced in June 2004, the researchers completed
the project in September 2005. The original project was extended to enable a more wide-ranging
research project, including two online surveys together with interviews and focus group
discussions in a number of locations throughout the world. This background chapter describes
the aims and objectives of the project. The project objectives are presented, as appropriate, in
accordance with the deliverables outlined in the approved proposal for the project.

Aims and Objectives

This project aims to inform the publication of an International Education Guideline for
Professional Accountants (IEG) in respect of the development and maintenance of professional
values, ethics and attitudes. The IEG will assist and support IFAC member bodies and academics
to adopt a range of appropriate approaches to the development and maintenance of professional
values, ethics and attitudes in accounting education programs for all professional accountants. In
particular, the project investigates the practical means through which member bodies implement
International Education Standard |ES 4 Professional Values, Ethics and Attitudes.

The project output forms a part of :

(& a complete education program, including the required competence training and practical
experience, to become a professiona and ethically aware accountant; and

(b) Continuing professional development (CPD) programs to maintain ethical competence as
part of the life-long learning experience for an accounting caree.
The specific objectives of this project are the deliverables set out below:

1. Aninventory and analysis of different practices, methods and content of accounting ethics
education;

2. A framework of ethics education and development models and good practice guides at pre-
gualification and entry level;

3. Aframework for continuing post-qualification devel opment;
Advice on institutional strategies, choices and policies for implementation;

An analysis of applications to academic study, practical experience and assessments of
professional competence to align with IES statements and IFAC’s mission; and

6. A database of ethics support resources for both pre-qualification programs and post-
qualification devel opment.

This research report is the result of analyses from an extensive literature review, two online
surveys of member bodies and other stakeholders in ethics education, interviews and focus group
discussions with 113 individuas internationally. The research method is described in Chapter 2.
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Resear ch support and monitoring

The researchers have applied appropriate research methods to produce the final deliverables as
outlined above. The research team, through the principa researcher, provided written progress
reports to IFAC for review by the Project Oversight Team during the research period of 15
months. Progress reports were submitted in August 2004, December 2004, February 2005 and
June 2005. In addition to each progress report, the principal researcher held teleconferences with
IFAC representatives and, in particular, the Technical Manager and the Chair of the Education
Committee. Through these regular discussions, the progress and approach of the research and
any recommended changes were discussed and subsequently applied as appropriate. The Project
Oversight team maintained a close watching brief on the project progress and provided
constructive feedback as and when considered necessary.

The research has been carried out under the auspices of the IFAC Education Committee work
program and is funded by IFAC, with additional funding by the Scottish Chartered Accountants
Trust for Education (SCATE). In particular, the researchers also received significant support
from The Certified General Accountants’ Association of Canada (CGA Canada), The Institute of
Chartered Accountants in Scotland (ICAS), The Association of Chartered Certified Accountants
(ACCA), and CPA Australia. The conduct of the research has been approved by the Deakin
University Ethics Committee.

Organization of thereport

The scope of the project is governed by the agreed terms of reference described above and the
ongoing dialogue and recommendations of the IFAC Project Oversight Team. Primary references
of the project are based on the existing International Education Standards (IESs), in particular
IES 4, and the IFAC Code of Ethics for Professional Accountants, which was revised in June
2005. The deliverables of the research include this research report, a proposed International
Education Guideline (IEG 10), a CD Rom containing the Toolkit which supports the IEG and a
range of other resources included in the chapters and the appendices. The research report is
structured as follows:

. Chapter 1 discusses an overview of the project, with the details of its aims and objectives
(deliverables).

. Chapter 2 introduces the relevant literature in a concise summary, highlighting the overall
approach of the project. It also describes the research method, including the definitions, key
concepts which governed the project design, and methods utilized for data collection and
analyses.

. Chapter 3 discusses the first set of findings. The role of ethics education and related issues
are discussed to set the scene and help readers to appreciate the background and need for
ethics education. Following a review of the relevant literature, readers are provided with
the perceptions of member bodies and other professional accountants with respect to ethics
threats, and the role of ethics education. Chapter 3 satisfies the background analyses of all
deliverables.

. Chapter 4 is areview and an analysis of the inventory of current practices, including the
review of good practice research in relation to professional accounting at pre-, entry and
post-qualifying levels. Chapter 4 provides the details of deliverables 1, 2 and 3.
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Chapter 5 consolidates the detailed findings with relevant literature and reviews and
discusses the frameworks of applications to academic study, including setting objectives,
learning and assessment methods.

Chapter 6 provides an overview of the researchers observations and the recommendations
for a composite flexible framework designed to help member bodies develop and maintain
a program of education and development on professional values, ethics and attitudes in pre
and post-qualifying programs. Chapter 6 satisfies deliverable 5.

Chapter 7 provides an aid to member bodies with advice on institutional strategies and
plans of implementation for IES 4. Chapter 7 meets the requirements of deliverable 4.

Chapter 8 summarizes the resources and databases which are of relevant interest to member
bodies, practitioners, academics and education providers. Chapter 8 is deliverable 6.
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Chapter 2: A Summary of the Literature and Research Method

An extensive literature review has been undertaken for this project. Each part of the relevant
literature will be discussed in detail in the analyses of the remaining chapters. A summary of the
literature is provided in this chapter, so that readers can appreciate the research approach
undertaken by the researchers.

A roadmap of therelevant literature

The accounting profession is undergoing a period of rapid change and significant challenges. In
an attempt to address the many issues post Enron and Arthur Andersen, the profession has
undertaken many initiatives and research projects to meet these challenges. In reviewing the
overall role and issues of ethics education, we examine comparative studies of ethical sensitivity
and moral development in accounting and business, and the increasing attention to ethics
education, with a chronological analysis of developments over the past 50 years. Moreover, we
examine the question of “what is ethics’, including a number of definitions and theories, and
how ethics should be learned through education processes and workplace experience.
Consideration is also given to the socialization—effect in business and the profession, which leads
on to a discussion of the nature of accounting education and how best to create an environment
for the development of ethical behavior.

With respect to the practices in ethics education, we provide comprehensive listings (Chapter 3)
which show details of the research into trends in ethics coverage in business and accounting
programs, with a conclusion which demonstrates that overall ethics coverage in accounting
programs appears minimal. Despite this finding, there is some evident progress with the
integration of ethics in accounting programs, illustrating that curriculum change is generally an
evolutionary rather than revolutionary process. Overal, there is growing interest in professional
and business programs responding to the call for greater ethics coverage in the curricula. It is
noteworthy that since the collapse of Enron and Andersen, there has been a surge of interest and
discussions about ethics education in accounting. For example, a special edition on ethics
education was published in February 2004 in Issues in Accounting Education, by the American
Accounting Association (AAA). The researchers also looked at some of the rationale offered by
education providers for not offering ethics courses, including statements such as ‘other courses
covered it’; ‘staff shortages'; ‘no qualified staff’; ‘funding limitations'; ‘ cannot fit unitsin’; and
'lack of staff interest’. However, it is believed that most business programs do not give high
priority or urgency to the teaching and learning of business ethics, due to the technical focus of
accounting education and the lack of apparent academic legitimacy of ethicsin accounting.

Asabasis of the analysis of applications to academic study (which is discussed in Chapter 5), the
project team also carried out a review of research into good practice. The analysis includes
studies concerning the appropriate goals of ethics education, such as developing individual
ethical sengtivity, shaping of one's values, developing conflict resolution and humanizing
accounting education. In order to establish a well researched framework, ethics interventions,
whether by separate required or optional studies, or through integration in existing programs or
subjects, are considered. It is noted that studies into the effects of ethics interventions in
accounting education have shown mixed results (Table 5.1 in Chapter 5). It has also been
observed that continuing education programs at post-qualification level play an important rolein
shaping ethical reasoning abilities of accountants.
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There are other application issues which are of concern to institutions and member bodies
regarding the implementation of a requirement of ethics education in the pre-qualifying and post-
qualifying programs. A key issue of implementing ethics education is who should teach ethics,
whether such education should be in the form of a general ethics course or an applied ethics
course, and how ethics education programs should be phased. Most accounting educators or
providers of professional development programs do not have sufficient training or confidence to
properly teach ethics. This view is shared by many practitioners, who are also unsure about their
ability to provide instruction and guidance on ethical issues and concepts. There is a fear that
ethics courses could lead to possible indoctrination and also the issue of dealing with ambiguity
could confuse students, because many questions on morality may be unanswerable and this may
promote a cynical attitude towards ethics education. The question of the availability of resources
and incorporating ethics education into already overcrowded professional programs and degrees
is also discussed.

The literature on learning and delivery methods is considered. A number of examples of different
learning and delivery methods are provided, and two sample courses are examined. The
approaches discussed are varied and include the use of ethical decision-making models, virtue
ethics, co-operative learning and exposure to aternative ethical viewpoints. An inventory of
support materials is also reviewed. Finally, to facilitate the understanding of the application of
ethics education in a global setting, culture and ethics are discussed (Chapter 5). It is apparent
that individuals from different cultures have distinct conceptions of what are ethica and
unethical behaviors and this raises issues such as the principle of cultural relativism, a concept
whereby there are no universally acceptable ethical standards. Rather, ethical standards change
with locations and time in such away that an individual’s action is to follow the social norm at a
certain time. A number of studies have been undertaken comparing mora reasoning levels and
ethical sensitivities but there are till only a small number that have examined the influence of
culture on ethical decision-making. Also, most studies are North American based and a number
are related to the collectivist nature of eastern cultures such as Chinese culture, but research in
Islamic countriesis sparse.

In addition, the literature on ethics education in other disciplines is reviewed. For instance, in
engineering, there has been a growing awareness of obligations to a range of stakeholders, but
courses in ethics are often irregular and their integration into the engineering curricula is
generally poor. In law, it has been observed that a number of ethical concerns have been raised
by the public, including issues surrounding honesty, charging for services and the neglect of
services for the poorer members of society. It is apparent that courses on professional
responsibility are taught in most law programs, but it is often given lip service and most efforts
to improve the teaching of ethics appear to have a marginal impact. In the nursing profession, the
extent and type of ethics coverage in degree programs varies between institutions. A review of
current practices derived from the literature review suggests that few schools offer ethics as a
separate course but many do integrate ethics into the existing curricula. This section of the
literature is provided in Appendix 8.

The above summary of the literature coverage provides a roadmap to underpin the approach
adopted by the researchers in analyzing the required deliverables of each chapter. The literature
is also relevant to the recommendations of the researchers regarding the approaches to the
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development and maintenance of professional values and ethics in accounting education
programs. Each aspect of the project in the following chapters is supported by the relevant
literature, followed by discussions of the respective findings.

Overall research approach and principles

The project forms the basis for the publication of an International Education Guideline for
Professional Accountants (IEG). This guideline will assist and support IFAC member bodies and
academics to adopt a range of appropriate approaches, to develop professional values and ethics
as part of the education and devel opment programs for all professional accountants.

The project team recognizes the project’s significance to IFAC’'s ongoing leadership role in
professional development. The IFAC research study Rebuilding Public Confidence in Financial
Reporting published in July 2003 complements the principle of maintaining the fundamental
value of professiona ethics and attitudes. In the Introduction section to International Education
Standards (IESs), the Education Committee stresses the importance of new approaches to
accounting education; a program of accounting education and practical experience needs to go
beyond the traditional approach. ‘Transfer of knowledge is emphasized. Increased emphasis
should also be placed on a set of professional knowledge, skills and values, broad enough to
enable adaptation to constant change [para. 14-15].

The approach adopted by the team aims to facilitate an ongoing network of information and a
support system, which not only provides the minimum standards to be used by IFAC member
bodies, but will also continue to enhance the career-long development of professiona values,
ethics and attitudes.

The overall principles of our approach are as follows:

. The project is broadly-based, taking into consideration the diversity of cultures, legislation
and professional environment of IFAC member bodies in their respective countries;

. There is a practical orientation. The project is geared towards addressing the concerns and
professional environment of the IFAC member bodies, so that the output can be readily
adopted.

. The project is based on a solid foundation of literature, research and implementation
experience from the project team. The design of the project takes into consideration factors
such as the reluctance about teaching ethics by accounting academics; the role and
experience required of ethics educators; the extent of usage of ethical theories and
philosophical underpinnings; the appreciation of professional ethical issues in an
accounting environment; and an understanding of the curriculum development and design
issues necessary for the effective implementation of an ethics course.

. An ongoing review and evaluation process has been adopted by the researchers, with
regular dialogue and discussions held with IFAC Education Committee / representatives, to
ensure that the quality and progress of the output were maintained according to IFAC
timelines and expectations.
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The project utilizes input from the following:

. IFAC member bodies regarding their systems of education and development for
professional values, ethics and attitudes,

. academics, researchers, corporate executives, professional accountants and representatives
from accounting firms, regulators and international policy-makers, concerning professional
values, ethics and attitudes for accountants; and

. experts and interest groups in ethics, ethics education and professiona practice, from
various backgrounds, to underpin the research and enrich its outcome.

In accordance with the IFAC Education Committee's strategic objectives of establishing good
practice guides in pre- and post-qualification professional accountancy education and
development, the project looks at systems for both pre-qualifying and post-qualification levels.
Pre-qualification requirements focus on the education and development processes to equip an
individual to become a professional accountant in accordance with IES 1 Entry Requirements to
a Program of Professional Accounting Education. Post-qualification requirements provide the
tools for qualified accountants to maintain their professional values, ethics and attitudes as a
career-long development. Both levels comprise outputs for education and other development
requirements such as elements to be embedded in practical experience for entry into, and
working in, the profession.

The project surveys and interview questions were also designed with consideration of relevant
literature and the existent IFAC pronouncements, including the Code of Ethics for Professional
Accountants.

Definitions and gover ning concepts

The research is based on a number of governing parameters. The following definitions and
concepts are relevant:

Definitions
The following definitions in accordance with the |ESs are adopted for the project.

. Education refers to the learning processes that are systematic, structured and typically
formal. Education programs include aform of development process referred to as training.

. Development, as a process, is the over-arching term for activities that enhance learning.
Education is the process, while development is the outcome. [For the purpose of this
project, education refers to a systematic and structured approach to learning, while
development includes the education process, training and other activities that enhance
learning. IFAC Framework for International Education Statements paragraphs 32 — 37, p.
11, 2003].

. Professional values, ethics and attitudes are the professional behavior and characteristics
that identify professional accountants as members of a profession. They include the ethical
principles of conduct generally associated with and considered essential in defining the
distinctive characteristics of professional behavior. Taken together, professiona values,
ethics and attitudes include: a commitment to technical competence; ethical behavior (such
as independence, objectivity, confidentiality and integrity); professional manner (such as
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due care, timeliness, courteousness, respect, responsibility and reliability); pursuit of
excellence (such as commitment to continuous improvement and life-long learning) and
social responsibility (such as awareness and consideration of the public interest).
Professional values, ethics and attitudes are taken together as an attribute and for the
purpose of this research report, ethics education includes all aspects of educational and
developmental activities which aim to enhance and maintain professional values, ethics and
attitudes. The term ‘ethics' is expressed as an over-arching term for values, ethics and
attitudes in this report.

. Entry Level: means the level at which an individual seeks to begin a program of
professional education leading to membership of an IFAC member body. For the purpose
of this project, entry level refers to the stage at which an individual enters into a pre-
qualifying period.

. Pre-qualifying level: means the period before qualification as an individua member of an
IFAC member body.

. Post-qualifying level: means the period after qualification as an individua member of an
IFAC member body

Basic theories and concepts

This project is about learning ethics and is underpinned by an extensive and ongoing review of
literature and theories. The following concepts and theories are fundamental to the research
approach taken.

Ethics Can Be Learned

Ethics consists of knowing what ought to be done and such knowledge can be learned (Socrates).
However, despite the growing interest in ethics education, there seemsto be a variety of attitudes
ranging from total skepticism to an uncertainty regarding the effectiveness of ethics education.
Although Milton Friedman’'s famous article “The social responsibility of businessis to increase
its profits’ (1970) was frequently used to cast doubt on business ethics programs (Drucker,
1981), Friedman did however consider the role of law and the ethical custom in business
decision-making (1970, p.13). Hoffman and Moore (1982) also pointed out that it is precisely the
failure of ‘normal’ ethics to penetrate some areas of business that has given rise to ethical
concerns in various business sectors, and hence the need for ethics education and training. The
intense discussions about ethics education following the recent corporate and accounting crises,
have also pointed out the significant importance of business schools undertaking the teaching of
ethics to future accountants and leaders (PricewaterhouseCoopers, 2003; Waddock, 2005).

American psychologist James Rest carried out extensive research on moral development in the
early 1980s. He found that the dramatic changes in young adults in terms of their basic problem-
solving strategies in dealing with ethical issues are closely linked to the number of years of
formal education. Deliberate educational attempts to influence awareness of moral problems and
the reasoning or judgment process have contributed effectively to a person’s moral perception
and behavior (Rest, 1986). One of the crucial factors to develop and promote a person’s moral
awareness is education (Kohlberg, 1983). Other empirical evidence demonstrating the
importance of ethics education include those in Ward et al (1993), Lane et a (1988), and Leung
and Cooper (1995). Certified Public Accountants indicated that instruction in ethical concepts
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and literacy was important and should be embodied in the accounting curriculum as well as at all
educational levels, although they were uncertain as to the necessary qualification of the
university faculty (academics) to provide this instruction. Moreover, it was highlighted that a
single course in ethics may not influence individuals' ethical values. McDonald and Donleavy
(1995) recommended a framework in terms of course structure, staff training, goals and means of
providing an effective ethics education program.

Learning ethics to enhance moral development and judgment

Moral judgment is a kind of normative judgment. Normative judgments are beliefs that
something is good or bad, right, or wrong, ought to be, or ought not to be. They express personal
values and beliefs concerning a kind of conduct, or a response to a situation. Lawrence Kohlberg
undertook an extensive study of mora development in the early 1960s and concluded that there
is a sequence of six identifiable stages in the development of an individual’s ability to deal with
moral issues. Kohlberg (1969) grouped these stages of moral development into three levels; each
containing two stages, the second one being the more advanced and organized form of the
perspective in each level. The six stages (3 levels) are:

. Pre-conventional level with a primary motive of self-interest:

o  Stage 1 — Punishment and obedience orientation where the right act is done to avoid
punishment;

o Stage 2 — Instrument and relativity orientation where an individual, though aware of
others, pursues an action only as an instrument to satisfy one's own needs or desires.

. Conventional level with aprimary motive to sustain relationships in society:

o Stage 3 — Interpersona concordance orientation where individuals satisfy others
expectations;

o Stage 4 — Law and order orientation where individuals uphold a socia system as
determined by law and the nation’s defined systems of roles and obligations.

. Post-conventional level is autonomous and is principle based:

o Stage 5 — Socia contract orientation where individuals, holding a variety of views
and opinions, emphasizes fair ways to reach a consensus by agreement, contract and
due process. All values and norms are relative and all should be tolerated.

o Stage 6 — Universal ethical principles orientation where the right action is defined in
terms of some universally accepted principles because of logical comprehensiveness,
the nature of universality and consistency. These ethical principles are not concrete as
with the Ten Commandments, but are abstract universal principles dealing with
justice, society’s welfare, equality of human kinds and respect for others.

Kohlberg's theory is important because it assists in understanding how individuals develop their
moral capabilities through ‘internalization’ of moral standards of a society. It a'so explains how
one becomes increasingly sophisticated and critical in one's understanding of moral standards.
Although Kohlberg's work was criticized by Carol Gilligan (1982) who looked at the moral
development of women, Kohlberg's theory was the first to relate mora development with
maturity in life and provides a generally accepted and credible theory of moral development. In
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terms of Kohlberg's sequential theory of moral development, the study of ethics enables the
individual to acquire and advance the more critical understanding of right and wrong that
characterizes higher levels. Hence a person’s value judgments or normative judgments may be
changed through development. By learning efforts such as the habits of thinking, evaluating and
analyzing, an individua develops and determines a set of consensus moral standards or
principles which can be applied consistently in societies. Education is seen to be a crucial factor
to move one's moral awareness from one stage to the next. It is also argued that exposing
accounting students to multiple factors affecting ethical decision-making will make students
aware of severa factors that impact ethical decision-making, and allow them an opportunity to
discuss ethical issues with others who have different ethical orientations (Radtke, 2004).

From moral development to ethical behavior

|ES 4 Professional Values, Ethics and Attitudes states that member bodies and educators should
distinguish between teaching students about professional values, ethics and attitudes, and
developing and ingtilling ethical behavior. Developing professional values needs to begin early in
the education process and be re-emphasized as part of life-long learning. [para.9, IES 4]. Rest’s
(1983) four-component framework also postulates that ethical behavior is, and only is, the result
of al four required components. moral sensitivity (awareness and interpretation); moral
judgment (decision-making ability to discern right from wrong); moral motivation (prioritizing
moral values); and moral character (courage, persistence and strength of character). Rest’s model
provides a basis for the overal development of professional values, ethics and attitudes. It is
envisaged that the development of an ethical behavior requires moral sensitivity, moral
judgment, moral motivation and moral character to be looked at cohesively.

The process of development in moral sensitivity and in decision-making ability to discern right
from wrong begins at a pre-qualification stage; while the development of the ability to prioritize
and enforce professional values and ethics is more likely to occur in a post-qualification stage.
Although focus is placed on the development of sensitivity and judgment during the pre-
qualification stage, such character traits have to be further enhanced and supported in the post-
gualification stage when the individual wrestles with different motivations, and strengthens
his’her character through experience and continuing education and development. Learning ethics
and developing ethical values and attitudes is a life-long process, an ongoing exercise of
acquiring knowledge, establishing appropriate principles in the contexts of changing
environment, sharpening one’'s objectives and focuses, and reflecting on actions and reactions.
Hence, the research team considers the continuing nature of one’s learning to be from pre-
qualifying level into a career-long process. A balanced approach is adopted in this project to
ensure knowledge, sensitivity, judgment and behavior are taken into consideration to effect
proper professional values, ethics and attitudes.

Striving for a common ground of ethics and values from different cultures

According to the theory of cultural relativism, the standards that guide behavior are those
established by the host country. Cultural relativism is premised on the moral norms of the society
in which the behavior takes place. In other words, any act inconsistent with host norms is
considered wrong. A relativist relies on local norms for defining ethical standards and if norms
differ from country to country, then ethical decisionswill also differ. It isthislack of universality
or consistency that draws its major criticism. Cultural relativism provides no guidance for
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accepted behavior where there are divergent opinions within or across societies. In the case of
multinational companies, or international accounting, there may be serious results in financially
damaging conflicts.

Rest (1986) reviewed a number of studies investigating moral reasoning in various cultures and
found that there were more similarities than differences between cultures. Whilst areview of the
literature regarding the relationship of cultures and ethics is discussed in Chapter 5, accountants
need to understand the trends of globalization and cultural diversity in order to cope effectively
with the pressures of the globa market. Ethics education therefore must enable accounting
professionals to be culturally sensitive when applying a generally accepted ethical foundation for
accountants.

The fundamental principles underpinning professional values, ethics and attitudes may
potentially be threatened

In accordance with the IFAC Code of Ethics for Professional Accountants (June 2005),
compliance with the fundamental principles of integrity, objectivity, professional competence
and due care, confidentiality and professional behavior, may potentially be threatened by a broad
range of circumstances. The ethics threats fal into different categories including: self-interest
threats; self-review threats; advocacy threats; familiarity threats; and intimidation threats. These
categories have been used for the purpose of identifying ethical issues and failuresin the surveys
to member bodies and other stakeholdersin this study.

Research M ethods

IFAC, in commissioning the research, has identified a number of deliverables which form the
basis of the research output. These deliverables, which have been listed in Chapter 1 of the
report, form the underlying rationale of the research methods used.

IES 4 Professional Values, Ethics and Attitudes recognizes the different environments, different
cultures and regulatory requirements [para. 3] of IFAC’s 160 member bodies (in 118 countries).
To assist adoption by member bodies, this project considers the fundamental professional values
and ethics in |ES 4, as applicable to a worldwide audience. The approach contains a number of
methods, so that member bodies may adopt a particular method(s) of implementation as
appropriate, while satisfying a minimum standard in accordance with IES 4.

The output of this research project is informed by the results and analyses of the following
research methods.

. Resource devel opment:

The researchers have carried out a wide ranging literature search and discussions and
debates on ethics education to evaluate the body of knowledge, the topics and contextual
issues, the delivery, and appropriate learning aids, in order to derive an appropriate range of
ethics resources for IFAC member bodies.

. Identifying existing ethics education policies of IFAC member bodies:

An online survey (survey 1) of all IFAC member bodies was undertaken to identify, assess
and analyze existing ethics education elements within current pre-qualification programs,
which include educational and other developmenta activities. The researchers examined
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the objectives embodied in these programs and the structures/formats of such programs
(distance, face-to-face learning, examination or practical orientation, supervised, etc.).

. Identifying issues relating to ethics education

A second international online survey (survey 2) of users and providers of accounting
education, and in particular ethics education, was aso conducted. The population includes
academics and ethics experts and users such as accountants, business executives and
regulators. The survey investigated the features and issues related to existing ethics
education, and the perceptions of ethics education in general. This online survey was
administered to a sample of the population described above, using representative data
banks.

Both surveys examined pre-qualification and post-qualification programs and courses that
involve ethics, identified the issues related to these courses, and the perceptions of usersin
respect of their effectiveness. Opinions from experienced individuals from academe,
industry and the profession have been gathered and analyzed. The primary analyses of both
surveys were gquantitative. The quantitative data collected from both surveys are analyzed
using the IFAC geographical regional classification of Americas, Asia Pacific, Middle East
and Sub-Saharan Africa (MAS) and Europe.

. Semi-structured interviews and focus groups discussions with stakehol ders.

It was also considered beneficial to undertake face-to-face interviews with personnel
involved in ethics education, managers, representatives from member bodies and corporate
executives. These interviews enrich the thinking developed from the results of the surveys
and identify further issues regarding the implementation of ethics educational initiatives
which are not readily disclosed from the surveys. The researchers recognize the practicality
of the wide spread membership of IFAC and developed plans for focus group discussions
held with stakeholders in regions such as Asia, Europe and in the Indian sub-continent. The
researchers broadened the origina plan of conducting 20 interviews by actively seeking
opportunities and making arrangements in order to conduct world-wide focus group
meetings. In addition to focus groups, the researchers carried out face-to-face interviews
and telephone interviews, especially with personnel whom the researchers consider
appropriate due to regional representation, professional body affiliation or expertise. The
interviews and focus groups discussions form the foundation for the qualitative analyses of
the project.

In addition to the IFAC funding, extra financial support was successfully sourced from
some member bodies to help fund the qualitative data collection through focus groups and
interviews.

Quantitative M ethods — obj ectives, data sour ces and analyses

Two surveys were conducted. The survey sent to member bodies (survey 1) and to other
individuals and stakeholders (survey 2) were analyzed using quantitative methods. The
objectives, data sources and analytical methods of each survey are as follows:
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Survey 1: Member bodies

Survey 1 aimed to identify the current practices and beliefs of member bodies in respect of ethics
education and development programs at pre- and post-qualifying levels. Moreover, it solicited
member bodies concerns and perceptions about ethics education in general, and the
implementation of 1ES 4 in particular. Survey 1 also attempted to ascertain member bodies
perceptions regarding the significant ethical issues which are important in the development of
ethics education programs.

The following sections are included in Survey 1:
. The names of the member bodies and the position of the person completing the survey;

. ethics in pre-qualifying programs which elicits the member body’s policies, education and
experience requirements, and details of the ethics elements;

. ethics in post-qualification programs to ascertain Continuing Professional Development
(CPD) policies for ethics development;

. member bodies perceptions of ethics education, including the role of professional bodies,
objectives, issues, and appropriate assessments for ethics education. Additional questions
were asked in respect of ethical issues which were perceived to be significant in terms of
occurrence and the ethical development of professional accountants; and

. member bodies were also asked to write comments regarding their plans for the
implementation of IES 4 and any perceived issues.

The sources of data for Survey 1 were all member bodies of IFAC at the time of the
commencement of the project. One hundred and sixty (160) member bodies were sent a request
letter with a detailed description of the objectives of the survey and the instructions to access the
online survey forms. The survey was opened online from November 2004 till the end of January
2005. Four further requests were sent to non-respondents to maximize the response level. A
number of member bodies that had difficulty accessing the online surveys were sent a Word
document version of the survey, with the opportunity to return the document via email. Postal
surveys were also sent to five countries where it was impracticable to receive and send emails.

At the survey cut-off date, 66 member bodies had responded to the survey, representing
approximately 42% of the population. The results have been analyzed using the Statistical
Package for Social Sciences (SPSS) and relevant key findings are reported in the remaining
chapters as part of the quantitative results.

Survey 2: Other relevant personnel with respect to ethics education

The results of survey 1 were also used to inform the construct of Survey 2 which solicited views
from awider group of interested persons regarding ethics education. The aim of Survey 2 wasto
obtain a broad range of viewpoints regarding ethics education in order to inform the research in
the development of a flexible framework of ethics education programs. The topics included in
Survey 2 were:

. objectives and content for pre- and post-qualifying programs,
. delivery methods of ethics education;
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. general perceptions of ethics education, including assessment methods; and
. occurrence of ethical issues and topics for CPD.

Survey 2 was sent to individuals listed in three databases representing: (1) Professional and
industry personnel; (2) academics and ethics experts; and (3) those from the profession and
regulatory regimes that were not part of Survey 1. A similar approach to Survey 1 was adopted —
prospective respondents were sent an invitation letter and access instructions via emails. The
survey was open from April to June, 2005. Table 2.1 provides the details of the geographic
representation and designation of individuals derived from the databases used for Survey 2.

Table 2.1 Survey 2 Sources of Data

Geographic region Academics/ethics experts Practitionersindustry Total
Americas 174 246 420
AsiaPacific 153 50 203
MAS 55 10 65
Europe 39 35 74
Total 421 341 762

The geographic region classification as defined by IFAC includes ‘Americas,’ ‘Asia Pacific,’
‘MAS (see above) which is Middle East and Sub-Saharan Africa, and ‘ Europe.’

Notes:

(1) Inaddition to the above, a CFO database from an expanded version of Fortune 1000 with individuals' names
and email addresses was purchased and these 713 individual s were also sent survey 2 in order to gain a better
response rate.

(2) The project team only wanted to send out surveys to individual email addresses rather than email addresses
where individual identities are not known. This criterion made the task of developing a database more
difficult.

(3) All databases were used to send out Survey 2 during the period of 5 -23 May, 2005.
(4  When emails were rejected the name of the individual was deleted from the database.

At the time of the survey cut-off, a sample of 92 responses had been received. Though Survey 2
aimed to elicit a wide range of viewpoints regarding ethics education, it does not purport to be
representative of world views. However, the researchers regard it as reasonable to accept the
sample of 92 asavalid indication of the views on ethics education for the purpose of the project.

Characteristics of respondents to Survey 1 and Survey 2

The researchers are satisfied that the response rate of 41% (66 of 160) in Survey 1 provides a
good representation of the current practices of IFAC member bodies. Further analysis also shows
that 39% of the respondents held chief functional positions (28.8+4.5+6.1% below) while about
23% held the position of Chief Education officers.
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Table 2.2 Distribution of member body respondents by titlein Survey 1

Title Frequency Per cent
Chief Executive Officer 19 28.8
Chief Operating Officer 3 45
Chief Technical Officer 4 6.1
Chief Education Personnel 15 22.7
Other 20 30.3
Not specified 5 7.6
Total 66 100.0

The response rates based on geographic region are shown on Table 2.3.
Table 2.3 Distribution of member body responses by geogr aphic region — Survey 1

Geographic Region No. surveyed No. of responses Response Rate (%)
Americas 33 7 21
Asia/Pacific 27 15 56
MAS 39 12 31
Europe 61 32 52
Total 160 66 41

To demonstrate the representativeness of the survey responses, the researchers have also
examined the distribution of the respondents based on an updated and adapted version of
Hofstede's (1980 and 2001) and Gray's (1988) cultural classification. Although there are
l[imitations concerning the way regions were classified, nevertheless this commonly used
classification shows that the responses are generally indicative of major cultural regions as
shown below. Based on Table 2.4, which is compiled for the purpose of assuring coverage, the
researchers are satisfied that the responses of survey 1 reasonably represent the spread of the
cultural regions.
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Table 2.4 Distribution of member body responses by cultural areain survey 1

Cultural Area No. surveyed No. of responses Response Rate (%)
More Developed Latin 11 5 45
Less Developed Latin 24 1 4
African 18 4 22
More 3 2 67
Developed/Colonial/Asian

Less Developed Asian 21 10 48
Near Eastern 39 17 44
Germanic/Nordic 22 9 41
Anglo 22 18 82
Total 160 66 41

Survey 1 isindicative of IFAC member bodies at a 41% response rate, but Survey 2 respondents
were more diverse. The sample response for Survey 2 is 92, with 33% being accounting
educators and another 21.5% accounting educators with a specia interest in ethics research.
Accountants in public practice made up 16% and CFOs and CEOs amounted to 13% of the
Survey 2 respondents. The remaining respondents were either from an ethics or humanitarian
organizations or not-for-profit sectors. The majority (72%) were male and over 94% were aged
31 or above (31-45, 29%; 46- 55, 32%; and above 55, 33%) It can be appreciated therefore, that
views about ethics education from Survey 2 were largely from those more senior and more
experienced in the field and also predominately male.

The 66 responses from Survey 1 (n=66) and 92 responses from Survey 2 (n=92) are reported
together whenever appropriate, especially where there are common themes. The quantitative
findings of this research report, however, are descriptive statistics only. Detailled standard
deviations and significant differences are not provided in this report owing to the substantial
amount of detail already being reported. Subsequent to the release of the report, the research
results will be further disseminated in research journal articles where more sophisticated
statistical techniques will be employed.

Qualitative M ethods — obj ectives, data sources and analyses

Qualitative data were collected from semi-structured interviews and focus groups conducted
through the period June 2004 until August 2005.

Obijectives of the qualitative study

An aim of this project is to develop a flexible framework for the implementation of ethics
education and development programs by IFAC member bodies, with supporting resources and
guidelines. As part of the process of achieving the project’s objectives, the project research team
conducted interviews and focus groups with IFAC member body representatives, relevant experts
in the field of ethics and professional accountants. The ams of conducting interviews and focus
groups were to:
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. identify perceptions of the role of ethics education as part of the preparation and ongoing
education of professional accountants;

. identify contextual factors and constraintsin teaching ethics; and
. determine future directions in implementing ethics education in accounting.

It was considered appropriate to undertake face-to-face interviews with personnel involved in
ethics education, managers, representatives from member bodies, corporate executives and
professional accountants. in addition to academics and education providers, to ensure
comprehensiveness and diversity of views were incorporated in the project. As IFAC has 160
member bodies from 118 countries, the researchers acknowledge the diversity of the membership
spread and the need for the project to consider the fundamental professional values and ethicsin
IES 4 as applicable to a worldwide audience. Although the initial proposal allowed for 20
interviews, the research team, in consultation with the IFAC Taskforce, included additional focus
group discussions in the research plan. Focus group discussions are an invaluable means of
widening the degree of inclusion and representation from regional areas. More generdly, the
focus groups provided an efficient way of collecting qualitative data in terms of time and cost
benefit, particularly as a number of professional categories were able to be more readily
represented in regional focus groups.

In addition to providing background about existing ethics education, contextual factors and
constraints on ethics education development, the interviews and focus groups introduced an
additional level of enrichment over and above the quantitative data. In particular, this qualitative
data enabled the identification of further matters regarding the implementation of ethics
educational initiatives, which were not readily disclosed from the two surveys.

Qualitative Data Collection

The interviewees were selected based on their academic or professional recognition in the area of
ethics education and an attempt was made to obtain a global spread of interviewees. The
participants for the focus groups representing industry or academic viewpoints were selected
with assistance from the staff of member bodies and further refined based on the willingness of
those asked to participate. There was also an attempt to use participants from various parts of the
world to the extent that it was practicable to arrange. The participants were categorized by the
type of professional service they provided: practitioner or industry, academics or participants
with expertise in ethics and professional body or regulator representation. Table 2.5 shows the
coverage of the data collection for interviews and focus groups based on type of professional
background of the participants.

Table 2.5 Qualitative data collection by type of professional service

Focus group I nterviews Total
Professional Services participants
Practitioners/industry(note) 34 6 40
Academicg/ethics experts 29 7 36
Professional bodies/regulators 26 11 37
Total no. of participants 89 24 113

Note: (1) The Practitioner/industry category includes 14 representatives from large international accounting firms, 8
participants from medium sized accounting firms, 9 from large corporations and 9 others (including management
consultants).
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The data were also analyzed by geographic region using the four categories nominated by IFAC,
i.e.,, Americas, Asia Pacific, Middle East and Sub-Saharan Africa, and Europe. Table 2.6 provides
details of the participants based on geographic region.

Table 2.6 Number of participants by geographical region

Geographical region Focus group I nterviews Total
participants

Americas 1 3 4

Asia Pacific 60 17 77

MAS 6 2 8

Europe 22 2 24

Total no. of participants 89 24 113

Table 2.6 demonstrates that focus groups and interviews provided representation from each of
these four geographical regions. However, both the Americas and the Middle Eastern and African
regions were not as well represented as the regions of Asia Pacific and Europe and thisis related
to the logistics involved, particularly in respect of the focus groups.

Cultural diversity is often regarded as an important element in explaining differences in the
adoption of ethics education across various discipline areas. Therefore, in order to capture
possible cultural differences in approaches to ethics education, interviews and focus groups were
conducted with arange of representatives from diverse cultures to the extent practicable as noted
above. The cultural area classification was based on an adapted version of cultural areas
identified by Hofstede (1980 and 2001) and Gray (1988). The classification by Hofstede is based
on the world’s different cultural backgrounds and has been widely used by accounting academics
and researchers. Table 2.7 shows the distribution of participants in focus groups and interviews
viacultural region.

Table 2.7 Number of participantsby cultural area

Cultural area Focus group I nterviews Total
participants
Latin 1 1 2
African 0 1 1
More developed /colonial Asian 18 3 21
Less developed Asian 31 9 40
Near Eastern 0 1
Germanic/Nordic 0 1
Anglo 37 10 47
Total no. of participants 89 24 113

Framework for qualitative analysis

The interviews and focus groups were conducted using a semi-structured format, relying on
primary questions of inquiry supported with a series of prompts to initiate discussion. This
allowed a degree of flexibility for the interviewer and interviewee to expand on specific issues
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relevant to the expertise of the interviewee. The research team designed the series of questions
that related to three main areas of inquiry: the role of ethics education; teaching and learning
issues; and future directions of ethics education in accounting. Within each of these three main
categories of investigation, there were various types and levels of response anticipated. Appendix
4 provides an example of a pro forma for focus group interviews, including a set of probes to
explore themes more fully and minimize the potential for interviewer bias.

Qualitative data provides rich descriptions and explanations, yet relies on interpretations and
classifications imposed by the researcher (Lillis, 1999). In conducting the qualitative data
analysis, an analytical protocol was established to support an audit trail from the interview data
to the main themes explored in the research project. Figure 2.1 provides an overview of the
framework used to analyze the interview and focus group data. The three main themes, namely,
role of ethics education, teaching and learning issues and future directions, were supported by
sub categories derived from specified questions in the interviews and from themes that emerged
from the analysis.

All interviews and focus group sessions were recorded on audio tape and transcribed verbatim,
having first met the requirements set by the Deakin University Ethics Committee for the conduct
of interviews and focus groups. Each transcript was coded using the qualitative analysis package
NVivo. The NVivo package is a code-and-retrieve index system. The nodes of the index system
are organized in hierarchies or trees, to represent the organization of concepts into categories and
subcategories (Richards and Richards, 1994). In this project, the three main themes represent the
trees in the hierarchy, while the subcategories stemming from each theme represent the nodes as
shown by the hierarchical structure of Figure 2.1.

Interview and focus group discussions were coded by associating the sentences with one or more
of the nodes identified in Figure 2.1 as a form of initial content analysis. Interview responses
were coded using “thick descriptions’ of responses from interview transcripts. This process
enabled more information to be displayed and retained meaningful data. Each description was
given atext-unit number in NVivo, which established an audit trail back to the transcripts when
the summary description was examined out of original context.

An additional form of analysis of the transcript data was achieved by assigning attributes to the
24 interview transcripts and to the 89 participants in focus group meetings. The attributes related
to each participant were based on their types of professional services and the respective
geographical regions. Assigning attributes enables a more detailed analysis of responses based on
type of professional service offered by the respondent, together with their cultural or geographic
region.

As aform of triangulation, two members of the research team independently coded a sample of
transcripts into the various categories shown in Figure 2.1. This approach to data coding
followed guidelines of Miles and Huberman (1994) for testing and confirming qualitative data
findings. The verification of coding by the two researchers was matched in approximately 85 per
cent of cases. This level of inter-judge reliability is at an acceptable level according to Sélj6
(1988).
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Chapter 3: Ethics Education —Role and | ssues

The accounting profession has undergone considerable change with a diversity of services on
offer, from preparing and auditing financial information to consultancy, marketing services,
executive search, systems design, valuation services and strategic and tax planning (Zabihollah,
2004). Globalization and diversification of accounting services, together with market
competition, have had a number of implications for the accounting profession and its perceived
ethics. Professionalism, ethics, independence and objectivity have been brought under the
scrutiny of the public in the wake of corporate failures (Giacomino, 1992; Ponemon, 1995;
Ashkanasy and Windsor, 1997; Waddock, 2002; Shamoo and Resnik, 2003; Earley and Kelly,
2004; Waddock, 2005). Yet, technical incompetence has rarely been cited as the issue (Waddock,
2002; Shamoo and Resnik, 2003; Brooks, 2004). The profession must make sure that the value
systems of accounting professionals are strong enough to withstand client and economic
pressures that may compromise professional judgment (Douglas et a., 1995). To set the scene,
this Chapter looks at the issues of ethics in accounting. In particular, the Chapter reviews the
literature for ethics and ethics education in accounting, followed by the findings revealed by the
project. The findings discussed in this Chapter relate to the perceptions of the respondents
regarding accounting ethical issues and the role and issues of ethics education in accounting.

Literaturereview

The relevant literature regarding the significance of ethics and ethics education is discussed
under three headings: the challenges of the profession, the limitations of accounting education
and the calls for increasing ethics education.

The challenges of the profession

Few financial scandals are the result of methodological errors; rather, they occur from errorsin
judgment (Brooks, 2004). Questionable judgments sometimes arise because of the complexity of
the problem; others are due to the lack of attention given to the ethical values of honesty,
integrity, objectivity, due care, confidentiality, and the commitment to the public interest before
one’'s own. Irrespective of the cause of such problems, the result has been an apparent breakdown
in society’s belief that the actions of some accountants are in the public interest. The frequency
of accounting abuses has served as prima facie evidence that greater emphasis on accounting
ethics is needed (Armstrong et a, 2003). As Lovell (1995) has proclaimed, at the heart of the
criticisms leveled at the accounting profession is the mora base of the profession. Ethical
misconduct may be real or apparent; nevertheless, professional and educational institutions have
responded by calling for more ethics education in the accounting curriculum. In ‘* Educating for
the Public Trust’, PricewaterhouseCoopers (2003, p. 1), observesthat “... at this critical juncture,
we choose to focus on accounting education because of the important role it plays in rebuilding
public trust”.

A profession is an exclusive occupational group possessing a specialized skill, based on esoteric
knowledge (Abbott, 1983). A profession is given sanction by society to practice and the
responsibility to self-regulate as such members of a profession are expected to act in the best
interests of the public (Mautz, 1988; Greenwood, 1957). Thus, the profession exists and survives
on the basis that it is seen to provide a public service that benefits society. If society perceives
that there is no public benefit in the service performed by a profession, the public will withdraw
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its trust and confidence, which in turn will threaten the profession’s very existence. The newly
formed Public Company Accounting Oversight Board (PCAOB) in the United States under the
Sarbanes Oxley Act (2002) is one consequence of a profession undergoing a system of co-
regulation instead of self-regulation. However, according to Smith (2003, p.47), new laws
C will not restore confidence in capital markets ..... confidence will only be restored by
ethical |eadership from the accounting profession, business community, and government.”. Smith
(2003) refers to a speech by AICPA President Barry Melanchon® who states that “the accounting
profession must restore its priceless asset: its reputation”.

The duty to serve society and the public is known as the ‘ public interest’, broadly referred as the
collective well-being of the community of people and institutions the professional accountant
serves, including clients, lenders, governments, employers, employees, investors, the business
and financia community and others who rely on the work of professional accountants’
(Exposure Draft paragraph 1.7, Code of Ethics for Professional Accountants, IFAC). According
to the IFAC Code (June 2005), a professional accountant’s responsibility is not exclusively to
satisfy the needs of an individual client or employer. However, the profession has been criticized
for seeking to protect its self-interest rather than the interests of third parties (Lee, 1995). As
observed by Parker (1994), the public interest is readily declared, but the private interest remains
submerged yet powerful. Such conflict between the public interest and self interest is under
scrutiny, with highly publicized corporate collapses and alleged accounting failures.
Consequently, the accounting profession has been taken to task for a variety of ethical issues,
ranging from a lack of independence by public accountants on audit engagements, engaging in
creative accounting, tax fraud and evasion, and conflicts of interest, to a failure of the duty of
care towards shareholders and the public. The collapse of large corporations has serious financial
implications to investors, employees and the public (Elias, 2004), giving rise to a credibility
crisis (Earley and Kelly, 2004).

Limitations of accounting education to develop ethical sensitivity

As the watchdog of appropriate and financially sound behavior within the business community,
practicing accountants are expected to employ high ethical standards in their professional
practice and conduct. Consequently, a number of studies have assessed the ethical attitudes of
accountants and accounting students. Empirical evidence indicates that the ethical sensitivity of
accounting and business students do not compare favorably to groups with comparative
educational backgrounds. The following studies outline the results of research examining the
ethical sensitivity of accounting and business students and practitioners.

Studies assessing the level of ethics of business and accounting students include:

. Business students are more competitive and a more willing to ‘step on people’ in order to
achieve success (Lane and Schaupp, 1989; Lane, 1996).

. Business students are more tolerant of questionable practices with the level of tolerance
increasing from junior to senior years (Merritt, 1991).

. Non-accounting students display higher levels of ethical maturity than accounting students
and accounting education stymies ethical development (McPhail and Gray, 1996).

1 The speech was delivered by Barry Melanchon at the Yale Club in New York City on 4 September 2002.
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Accounting students would willingly accept a bribe from the Board in return for his/her
silence on the Board's questionable activities (Haswell and Jubb, 1995).

Accounting students were unethical when pursuing a personal advantage (Cree and Baring,
1991).

The majority of business students indicate that they cheated in either high school or college
exams (Bernardi et a., 2004).

The educational interventions regarding ethical issues can be effective in improving
students' context-specific moral reasoning from the beginning to the end of a semester
while no corresponding increase was found in the students general moral reasoning ability
(Earley and Kelly, 2004)

Comparative studies include:

Accounting students are significantly more tolerant of cheating than either their future
employers or their teachers (Lord and Melvin, 1997).

There is no difference in the level of ethical perceptions of accounting and ‘ other’ business
students (Giacomino, 1992).

Business students were no more ethical and sometimes less ethical than business executives
(Wynd and Mager, 1989).

Accounting students were more willing to engage in questionabl e activity (padding expense
accounts, pressure from brokerage firms to recommend inferior investment products, price
fixing within contract bids, inappropriate Christmas gifts to purchasing agents, and illegal
copying of computer software) than were their business counterparts (Wood et al., 1988).

Accounting students perceive issues more ethically than ‘other’ business students when
exposed to the code of conduct (Fulmer and Cargile, 1987).

CPAs are able to distinguish ethical from unethical behaviours, although the determination
of ethical behaviour appeared to be on a case-specific basis rather than a set of universal
ethical rules (Ward et al., 1993).

Older CPAs and male CPAs commit a greater number of code violations (Thomas and
Seaman, 1996).

Accountants had not attained the moral maturation level of the adult population and the
level is much less than that of college graduates generally (Armstrong, 1987).

Senior accountants, although they encountered ethical issues more often, have perceptions
of the significance of ethical issues that were lower than less senior accountants (Leung and
Cooper, 2005).

The most widely known work in the area of moral reasoning is that of Lawrence Kohlberg
(1969), who developed the theory of cognitive moral reasoning and development (CMD) which
has been discussed in Chapter 2. Kohlberg's theory is concerned with how judgments are made
and why one formulated the judgment (Kohlberg, 1969). The objective of moral development
theory is to understand the cognitive reasoning processes an individual follows in resolving an
ethical dilemma. The most important contribution of Kohlberg's theory is the attempt to measure
moral judgment development. Kohlberg's theory of cognitive moral reasoning and development
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has proved to be the most popular and tested theory of moral reasoning and development, and it
isamong the most cited works in cotemporary behavioral science (Rutlledge and Karim, 1999).

A number of studies have examined and compared the moral judgment levels of various groups,
including the accounting profession. According to Gaa (1995), the mora reasoning of
accountants differs in a number of ways from both the general population and from other
occupational groups. Generally, the degree of moral development of accountants resembles the
general population more than it does groups with comparable educational and occupational
status. Similar conclusons are drawn from sample populations of accounting students
(Armstrong, 1987; St. Pierre et a., 1990; Lampe and Finn, 1992; Ponemon, 1993a; Shaub,
1994). On the other hand, studies have also reported little difference in students of various
disciplines (Giacomino, 1992; lcerman et al., 1991; Jeffrey, 1993). In measuring the moral
reasoning levels of auditors, researchers have discovered a number of associations. For example:

. Asthe auditors’ level of moral reasoning increases, so does the assessment of audit risk and
prediction regarding the detection of a material accounting error (Ponemon, 1993b).

. Auditors with higher levels of mora reasoning were more sensitive to client integrity and
competence in the detection of fraud (Bernardi, 1994).

. Auditors with higher levels of moral development rely more on judgment, and less on
technical standards for problem resolution (Ponemon and Gabhart, 1990; Sweeney and
Roberts, 1997).

. Auditors with high moral reasoning are more resistant to client pressure and auditors with
lower levels of moral reasoning responded to economic variables and self-interest (Windsor
and Ashkanasy, 1995; and Ashkanasy and Windsor, 1997).

. Auditors with comparatively low levels of moral development were shown to under-report
chargeabl e hours more often than auditors with high test scores (Ponemon, 1992b).

. Internal auditors with low levels of moral development are more sensitive to penalties, such
asjob termination, and were less likely to blow the whistle (Ponemon, 1991).

. Accounting students with higher levels of mora reasoning show greater concern and
sensitivity to environmental accounting education (Kite and Radtke, 1997).

. Female accounting students consistently score higher on moral judgment (and ethical
sengitivity) tests than their male counterparts (Shaub, 1994; Thorne, 1999;
Abdolmohammadi et a. 1997; Lampe and Finne, 1992; Roxas and Stoneback, 2004).

. No significant differences in moral reasoning were detected in UK resident Muslim
students from Bahrain, Bangladesh, Egypt, Ethiopia, Iran, Irag, Jordan, Kuwait, Libya,
Malaysia, Morocco, Nigeria, Saudi Arabia, Senegal, Sudan, Syria, Turkey, and United Arab
Emirates, ranging in education levels from high school to PhD (Bouhmana, 2001).

Despite the evidence that ethical attitudes of business students appeared to have improved over
time, the above discussion suggests that the effect of improved sensitivity and awareness of
ethical behavior is yet to materialize (Emerson and Conroy, 2004). If professionals are ethically
sensitive to issues they face, then it is more likely that a more responsible and moral schemata
will be used in resolving the problem, rather than a heuristic approach such as profit
maximization (Hooks and Tyson, 1995). Therefore, a decision-maker must recognize the ethical
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component in a dilemma before an ethical decision can be made (Armstrong et al., 2003; Jones
1991). The problem for professionals in business is that ethical issues are often hidden (Bebeau
et al., 1985) and professionals are not normally trained to be ethically sensitized. As Armstrong
(1987) infers that existing accounting education may not foster continued moral growth, it is
therefore argued that a longer term approach to ethics education, underpinned by institutional
support to foster a life-long learning attitude, is important. In considering the collapse of Arthur
Andersen and Enron and the numerous financia restatements, Waddock (2005) asked some
pointed questions about the training and education of companies top financial executives. He
concluded that until business schools teach future accountants and leaders how deep the
connections are between business, society, nature, and the world, corporations will continue to be
run by leaders he believed were hollow and who have no sense of ethics or responsibility. He
further observed that accounting for performance is likely to remain too narrowly focused to be
helpful in today’s demanding environment. The following section looks at the calls for increasing
ethics education to address the shortcomings of accounting education.

Calls for increasing ethics education

Past efforts to address the ethics of accountants have focused on legal sanctions, disciplinary
proceedings of the professional accounting bodies or court actions. The accounting profession
maintains and enforces high ethical standards with issuing and enforcing codes of ethics (Shaub
et a., 1993; Roxas and Stoneback, 2004). A code is a vehicle to assure the public, clients and
colleagues, that members of the profession are competent and act with integrity. However, codes
of conduct are only a partial solution to the problem of unethical behavior. Codes can only guide
one's behavior; the ethical decisions ultimately rest with the individual accountant. The long
term effect of ethics underpinning must come from life-long learning.

In accounting education, few studies have assessed the effect of ethics intervention in the
accounting curriculum. Empirical studies investigating the effects of ethics subject material
which were integrated into existing accounting courses have produced mixed evidence (St Pierre
et al., 1990; Armstrong, 1993; Ponemon, 1993a; Shaub, 1994; Welton et al., 1994). Armstrong
(1993) did stress that the positive effect on students' moral development was beyond that which
is expected to occur naturally. However if accountants continually score lower than other college
graduates and adults on moral development, then ethics intervention may be an important and
necessary feature of accounting education. Therefore, an understanding of the factors that are
associated with elevated levels of moral development is of practical value in ensuring that
accountants always adhere to high moral standards in their exercise of moral judgment (Thorne,
1999).

One way to promote high moral standards is to understand how accounting students achieve
moral reasoning development. In general, Rest (1986b) claims that moral (or ethics) education
programs are effective in promoting moral judgment development, particularly if the program
lasts longer than three weeks and the intervention involves the participants in discussion of
controversial moral dilemmas. The process of interactive exchange with students, combined with
moral problem solving, appears to speed up the natural development of moral judgment.
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Calls for the expansion of ethics education in the business curricula are not new. Bok (1976)
criticized business education for its lack of ethics education in the 1970s. Some have attributed
the need for ethics in education to the general moral decline in society in recent decades
(Giacomino, 1992). Many have argued that business education providers have a responsibility to
contribute to the ethical development of learners (Bok, 1988; Gandz and Hayes, 1988). Smith
(2003, p.49) claims “the leadership of the accounting profession as well as academe has a
responsibility to inculcate in practitioners and students ethical behavior and personal integrity”.
It was indeed around 1988 that business ethics was firmly placed on the agenda for real world
practice applications (Lovell 2004), as shown in Table 3.1.

Table 3.1: Developmental phases of business ethics

Phase Period Focus of business ethics
1 1920 + Theological and religious perspective raising questions on just wages and
the morality of capitalism.
2 1960 + Growing public awareness of social and ecological impacts of corporate
activity.
3 1970 + The discipline of business ethics emerged as a distinct paradigm with

contributions from philosophers and political economists on the subjects
of business ethics.

4 1980-1985 Evolved from a field of academic inquiry to debates in the world of
practice.
5 1985 + Agendafor action that can be classified according to two classifications:

1. academic programs

2. higher more robust research

The Treadway Commission (1987) cites ethics as a major factor in the prevention of questionable
practices and recommends that business and accounting curricula should emphasize ethics
education to help prevent, detect and deter fraudulent reporting. The Accounting Education
Change Commission (AECC 1990) stressed the importance of teaching students how to handle
ethical dilemmas. Although the American Assembly of Collegiate Schools of Business (AACSB
1992) had previously proposed ethics education as a core component in meeting standards for
accreditation, the agency had been accused of ‘sidestepping’ the issue of ethics education by
failing to require stand-alone ethics coursework (Swanson, 2005), even after the major corporate
scandals of 2002. In a recent open letter to the National Association of State Boards of
Accountancy (NASBA) from the American Accounting Association’s (AAA) Professionalism
and Ethics Committee?, “.....the Committee is concerned that many individuals entering the
profession are not currently educated or trained to understand their professional and ethical
responsibilities, or how to recognize and solve ethical conflicts when they arise”. The letter
further states that “university accounting programs can effectively contribute to this effort [to
recognize and resolve ethical conflicts] through the delivery of professionalism and ethics
training as a part of a student’s formal education”.

2 The letter dated 11 February 2004 is a background document for the NASBA regional meeting June 2004

www.nasba.org, viewed 2 September, 2004.
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Enriching ethics in accounting education and improving the moral behavior of its members is
viewed as one way to restore the credibility of the profession (McPhail, 2001). Ethical or moral
competency should be regarded by business as an accepted attribute of an accounting
professional and arguably the starting place for devel oping such attributes is ethics education.

Resear ch findings — Perceptions of ethical issues and failures

The following section of this chapter discusses the research findings in relation to perceptions of
IFAC member bodies (Survey 1) and other stakeholders (Survey 2) on ethical issues and the role
of and issues relating to ethics education.

Ethical issues are those situations which involve conflicting duties, principles and often
competing interests. A professional accountant is often faced with awide variety of ethical issues
for which there are no clear solutions. Such challenges are threats to the maintenance of
professional values, ethics and attitudes where accountants may be pressured to compromise
their integrity and objectivity. Professional accountants have to make responsible decisions and
exercise professional judgment based on their understanding of the situation and their prior
education and development. In order to foster the relevance (of topics and standards) of ethics
education for member bodies, we first establish an understanding of the types of ethical issues
faced by accountants in different parts of the world and to recognize the general perceptions of
the member bodies regarding ethics education.

Responding member bodies were asked to indicate their perceived likelihood of the occurrence
of different types of ethical issues in public accounting practice, business entities and
government and not-for-profit organizations. The probability levels were rated as ‘ not likely’ (1);
‘somewhat likely’ (2); ‘likely’ (3); and ‘very likely’ (4). The overall responses, anayzed by the
geographical region are reported in Table 3.2.

The ethical issues perceived as most likely to be prevalent in public accounting practice, business
entities and government or not-for-profit sectors were conflicts of interest (including self-interest
threats to ethical conduct), while in business entities, earnings management was also rated as
likely to occur. Examples of these conflicts are provision of services which directly or indirectly
compete with clients or employers, pursuing private contracts with suppliers or customers of
clients or employers, deriving personal gain from one's position, or from the information
obtained during the performance of professional services. On the other hand, the emerging
significance of earnings management has been seen as a key factor in many corporate collapses.
Earnings management occurs when the true financial information is concealed by adjustments to
the accounts to show a desirable outcome. Earnings management can involve re-stating accruals,
mis-classification of accounts between revenue and capital items, smoothing the accounts to take
advantage of temporary financial situations, manipulating accounts to show optimistic forecasts,
and so on. It is also noteworthy that there was a higher risk of occurrence of ethical issues in
business entities than in public accounting practices or the government and not-for-profit sectors.
In particular, intimidation threats and earnings management threats are perceived as prevalent in
business entities, while fraudulent activities are least likely in public accounting practices.

36



APPROACHES TO THE DEVELOPMENT AND MAINTENANCE OF PROFESSIONAL
VALUES, ETHICSAND ATTITUDES IN ACCOUNTING EDUCATION PROGRAMS

Table 3.2 shows the results of both Surveys 1 and 2. The likelihood of occurrences in public
accounting practices, business entities and the government and not-for-profit sectors as perceived
by member bodies are listed in the first 3 columns. The last column records the responses by
individuals to Survey 2 regarding the likelihood of respective ethical issues occurring in
organizations in general.

Table 3.2: Perceptions of the likelihood of ethical issues by type of enter prise (mean scores)

Member bodies (Survey 1) Other
stakeholders
(survey 2)
Type of Enterprise
Ethical Issues Public Business  Government/not-
Accounting entities for-profit
Practice
Conflict of interest including self 32 32 2.8 3.6
interest
Self-review threats (e.g. checking 2.8 2.8 2.6 29
own performance)
Client/management advocacy (e.g. 2.8 31 25 32
empire building)
Familiarity threats (e.g. loss of 31 3.0 29 32
objectivity due to closeness)
Intimidation threats (e.g. of dismissal) 2.7 3.0 2.7 31
Earnings management issues 2.6 3.2 23 33
Competency |ssues 2.6 2.8 2.7 2.9
Fraudulent activities 2.2 2.7 2.7 25
Whistle-blowing issues 24 2.7 2.6 2.8

It is interesting to note that individuals outside the member bodies believed that there was a
higher probability for most of the ethical issues occurring in organizations, while member bodies
were less inclined to believe this to be the case. The only exception is in regard to fraudulent
activities, where member bodies believed that such activities were more likely to be occurring in
business entities (mean=2.7) and in governments (mean=2.7) and less likely in public accounting
practices (mean=2.2), as compared with other individuas from Survey 2 with a mean score of
2.5. In al other instances, respondents to Survey 2 ranked more highly the likelihood of the
identified ethical issues.

However, responding member bodies were aware of the significance of many of these ethical
issues which may contribute to ethical failures. Based on their own observations and experiences
in the accounting field, representatives of the responding member bodies rated the likelihood of
these ethical issues in contributing to ethical failures, from ‘not likely’ (1); ‘somewhat likely’ (2);
‘likely’ (3) and ‘very likely’ (4).

37



APPROACHES TO THE DEVELOPMENT AND MAINTENANCE OF PROFESSIONAL
VALUES, ETHICSAND ATTITUDES IN ACCOUNTING EDUCATION PROGRAMS

As shown in Table 3.3, the factor ‘self interest’ (mean 3.3) was rated as very likely by a large
proportion (50 to 60 per cent) of respondents in their respective regions, except in Europe where
it was rated as very likely by only 37 per cent of respondents in that region. Another issue rated
highly was ‘failure to maintain objectivity and independence,” with an overall mean of responses
at 3.3. It is also noted that the factor of ‘lack of professional body’s support’ was rated as mostly
‘unlikely’ except in the case of the MAS region with a mean of 2.4 (somewhat likely to likely). It
is worth investigating if there is a greater need for the member bodies in this region to apply
more explicit measures in supporting members who encounter ethical problems.

Table 3.3: Factorscontributing to ethical failure — perceptions of member bodies by
geogr aphic region (mean responses)

Geogr aphic Region

Ethical Failure Factor* Americas Asa/Pacific MAS Europe Overall
M ean**
Self Interest 31 35 35 32 33
Failure to maintain objectivity and 3.0 3.6 35 32 33
independence
Failure to withstand advocacy threats 29 29 3.0 2.8 2.8
Lack of competence 21 2.7 24 2.8 2.6
Lack of ethica sensitivity 26 29 2.8 3.0 29
Inappropriate professional judgment 29 3.2 29 3.0 3.0
Lack of professional body support 14 19 24 1.9 20
Lack of organizational and peer support 21 24 25 24 24
Improper leadership and ill-culture 2.9 3.1 2.8 2.7 2.8

*According to Pavot, Diener, Colvin and Dandwvik (1991), good internal consistency, occurs when a Cronbach
alpha coefficient reported is .85 or higher. In the current study the Cronbach alpha coefficient was > .85 for Ethical
issues identified in tables 3.3 and 3.4.”

** The overall mean is the weighted average of the responses for each of the four geographic region, weighted by
the number of responses for each region.

Table 3.3 highlights the member bodies’ concerns about ethical failures. Each ethical issue listed
was recognized as a likely threat or cause of ethical failure, with the exception of the factor of
professional body’s support. It is therefore pertinent that the complexity of these ethical issues
should be recognized in order to prevent the likely consequences of ethical failures.

The above result is aso interesting when compared with the views of the individuals who
completed Survey 2. Table 3.4 below shows a similar pattern of beliefs except in the case of
improper leadership and ill-culture, where individuals in Survey 2 expressed a much stronger
view than professional body respondents, that it islikely to contribute to ethical failures.
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Table 3.4: Perceptions of factors contributing to ethical failure survey 2 by geographic
region (mean responses)

Geogr aphic Region

Ethical Failure Factor Americas Asia/Pacific MAS Europe Overall
Mean
Self Interest 35 3.4 3.6 33 34
Failure to maintain objectivity and 32 3.3 35 31 33
independence
Failure to withstand advocacy threats 2.8 2.8 2.8 29 2.8
Lack of competence 23 29 2.6 2.7 25
Lack of ethical sensitivity 2.8 3.0 3.4 31 3.0
Inappropriate professional judgment 2.7 3.0 34 3.0 29
Lack of professional body support 21 21 24 2.7 22
Lack of organizational and peer support 2.8 3.0 2.7 2.8 2.8
Improper leadership and ill-culture 33 31 29 33 3.2
Lack of ethical courageto dowhat is 31 3.2 33 31 32
right

Table 3.4, when compared with Table 3.3, suggests that individuals and member bodies who
responded to the surveys have very similar views about the significance of the factors in
contributing to ethical failures®. The main difference is that individuals rated improper leadership
and ill-culture as a more likely factor contributing to ethical failures (mean=3.2) than did
representatives of the responding member bodies (mean=2.8). The MAS region respondents
generally showed a stronger belief that improper leadership does not contribute to ethical failure
than the other regions. On the other hand, individuals in Europe believed that the lack of
professional body support was more likely to contribute to ethical failure (mean=2.7) than did
the European member body representatives (mean=1.9).

The ethical issues cited in the surveys are typical issues which might be faced by many in
organizations and in professional practices. The ethical issues such as conflict of interest, failure
to maintain objectivity and independence that accountants face are not unique to the accounting
profession. As such, opportunities for wider consultation and collaboration with other
professional bodies could be useful in resolving the confidence crisis that has evolved from a
number of corporate collapsesin recent times.

Resear ch findings — Per ceptions about ethics education

This section identifies the current perceptions of ethics education from a broad range of
responses. The responses from Survey 1 of IFAC member bodies and Survey 2 of individuals
including practitioners, academics, business executives and ethics experts are reported in
guantitative terms. Interviews and focus group discussions with some insights from experts in the

® It is acknowledged that the number of cases in any one cell in some instances is quite low and this may

therefore limit the generalisability of the findings.
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field are discussed in the section that follows in the form of summary findings from qualitative
analysisincluding direct quotes from participants, where appropriate.

Quantitative results

Both Surveys 1 and 2 solicit perceptions of the representatives of member bodies and of
individuals from the accounting profession, including educators, ethics researchers, etc., by
gauging their responses against perceptua statements. Respondents were asked to express their
views by selecting whether they ‘strongly disagree’ (1); ‘disagree’ (2); ‘agree’ (3) or ‘strongly
agree’ (4). The mean responses provide some indication of the respondents’ beliefs.

Table 3.5 below shows the responses of member bodies concerning their general views and
perceptions about issues regarding ethics education. These views are then compared with the
wider ‘world’ views from Survey 2. Questions in Survey 2 were similar but more extensive, as
they were designed from the results of Survey 1. These views are shown further below in Table
3.6.

Table 3.5: Mean responses of member bodies by geographic region- agreement with
statements about ethics education

Geographic Region

Satement about ethics education Americas Asa/Pacific MAS Europe Overall
Mean

Moral standards of students are fully developed and 16 14 15 19 1.7

can’t be changed or improved with education

Thereisalack of qualified or specifically trained 2.6 2.6 24 2.8 2.6

ethics educators in accounting/related disciplines

Good ethics education means requiring students to 33 3.7 3.8 32 34

think critically before making decisions with ethical

implications.

Accounting educators are reluctant to be involved in 23 23 22 2.6 24

ethics education due to lack of
opportunities/incentives

Thereisalack of reference material specific to 20 2.6 2.7 2.8 2.6
accounting and ethics

It is difficult to teach ethics because of its nature 21 25 2.8 25 25
Ethics should be learned as a life-long devel opment 3.6 3.7 3.7 33 35
Members only need to be taught the rules of ethical 16 19 20 19 1.9
behavior

There are insufficient resources and guidance to 2.0 25 2.6 2.7 25
teach ethics

Ethicsistoo religiously and culturally sensitive, and 16 21 21 19 2.0

itishard to teach
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The vast mgjority of respondents disagreed or strongly disagreed with the statement ‘moral
standards are fully developed and cannot be changed or improved with ethics accounting
education (mean of responses 1.7). Other perceptions of ethics education which had a high level
of response for agreed or strongly agreed were ‘ethics education should be learned as a life-long
development’ (overall mean=3.5) and ‘good ethics education means requiring students to think
critically before making decisions that have ethical implications (mean=3.4). When compared
with the wider world views regarding ethics education, Table 3.6 below shows different
perceptionsin amost al regions. To illustrate, the following differences are noted:

. In the Americas, member bodies were less likely to believe that there was a lack of
reference materials specific to accounting ethics (mean=2.0) and they tended to disagree
that ethics was difficult to teach because of its nature (mean=2.1). On the other hand,
individuals in the Americas were more likely to agree that there was a lack of reference

materials in accounting ethics (mean=2.6). They were more inclined to believe that ethics
was difficult to teach (mean=2.5).
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Table 3.6: Mean responses of individuals by geographic region- agreement with statements
about ethics education (Survey 2)

Geographic Region

Satement about ethics education Americas Asa/Pacific MAS Europe Overall
M ean

Moral standards of students are fully developed and 1.7 17 1.8 16 17

can’t be changed or improved

Thereisalack of qualified or specifically trained 2.8 32 2.7 3.0 29

ethics educators in accounting/related disciplines

Good ethics education requires accountants/students 34 3.6 3.6 3.6 35

think critically about decisions with ethical

implications.

Accounting educators are reluctant to be involved in 24 2.4 21 3.3 2.4

ethics education due to lack of
opportunities/incentives

Thereisalack of reference material specific to 2.6 2.7 2.8 31 2.7
accounting and ethics

It is difficult to teach ethics because of its nature 25 24 20 25 2.4
Ethics courses should be presented by accounting 29 31 3.0 29 3.0
educators and ethics educators as a team.

Ethics s better learned through life experience and 24 2.2 2.2 25 2.3
development

Accountants only need to learn the rules of ethical 16 16 14 14 15
behavior

Thereisinsufficient guidance to teach ethics. 2.2 24 25 25 2.3
Ethical courage is needed t o trandate ethical values 35 3.2 35 3.0 34
into action.

Ethical behavior can only be maintained where 34 33 32 33 33
leaders model ethical behavior.

Ethicsistoo religiously and culturally sensitive — 14 13 13 13 13
better to avoid teaching ethics.

Ethical standards universal, learned by accountants 3.0 3.0 3.8 33 31

irrespective of cultural environment

. In the Asia Pacific region, some differences exist between the views of member bodies and
individuals from Survey 2. For the statement that ‘thereis alack of qualified or specifically
trained ethics educators in accounting’, Survey 2 respondents were more likely to agree
(mean=3.2) than member bodies (mean=2.6); but they disagreed much more strongly
(mean=1.3) than member bodies (mean=2.1) that ethics is too religiously and culturally
sensitive that it is hard to teach.

. For the MAS region, a more diversified view is shown by individuals from Survey 2.
Member bodies were more inclined to agree (mean=2.8) that ethics is difficult to teach
because of its nature than individuals from Survey 2 (mean=2.0). On the other hand,
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individuals in Survey 2 more strongly disagreed (mean=1.4) than member bodies
(mean=2.0) that accountants should only need to be taught the rules of ethical behavior.
Also, similar to the Asia Pacific region, MAS member bodies were less in disagreement
(mean=2.1) than individuals (mean=1.3) with the statement that ethics is too religiousy
and culturally sensitive and that it is hard to teach.

. In Europe, some differences in opinions are found in the following statements:. (1)
accounting educators are reluctant to be involved in ethics education due to a lack of
opportunities and incentives (member bodies' mean=2.6, Survey 2 individuals mean=3.3);

(2) members only need to be taught the rules of ethical behavior (member  bodies
mean=1.9, Survey 2 individuals mean=1.4); and

(3) ethicsistoo religiously and culturally sensitiveand it ishardtoteach ~ (member
bodies mean=1.9, Survey 2 individuals mean=1.3).

In general, Survey 2 shows a much stronger belief from individuals that there are universal
ethical standards which should be learned by accountants, irrespective of cultures or religions.
This result is encouraging and is prompted by the disagreement by member bodies from Survey
1 that ethics is too hard to teach because it is religiously and culturally sensitive. There is also
clear evidence that both groups strongly agreed that ethics education means developing
accounting students (and learners) and accountants to think more critically regarding their
decisions, and that ethics should be learned as alife-long development.

In terms of the responsibility of professiona bodies in ethics education, member bodies believe
that professional ethics development is a significant role of accounting bodies. Table 3.7 shows
an interesting perception of member bodies regarding the approach of ethics education that
should be adopted.

All member bodies rated highly (‘agreed' to 'strongly agree’ mean=3.8) their role in ethics
development. In contrast, the statement ‘the professional body should not prescribe the nature of
ethics education’ was universally rated as strongly disagree to disagree (mean=1.6) by member
bodies. Another statement which was consistently rated as strongly disagree to disagree was
“ethics can only be learned in the workplace’ (mean=1.9).
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Table 3.7: Mean response member bodies perceptions of ethics education by geographic
region

Geographic Region

Satement about ethics education Americas Asia/Pacific MAS Europe Overall
M ean

Professional accounting bodies have asignificant role 3.7 3.8 3.6 3.8 3.8

in ethics devel opment

Ethics should be learned just like other technical 31 35 33 31 3.2

accounting skills

Ethics should be learned as part of general education 31 34 2.8 2.8 3.0

prior to entry level

Ethics should be learned as part of the pre-qualifying 3.6 3.7 3.2 34 35

programs

Ethics can only be learned in the workplace 16 19 18 19 19

Ethics should be a compulsory foundation unit in pre- 3.0 31 31 3.0 3.0

qualifying programs

Ethics should be learned as a dedicated unit in pre- 29 2.6 2.7 2.7 2.7

qualifying programs

Ethics should be integrated within other relevant units 34 3.3 29 31 31

of study in pre-qualifying programs

Ethics should be a dedicated unit and integrated 3.0 31 33 31 31

within other units of study in pre-qualifying programs

The professional body should not prescribe the nature 11 14 18 16 16

of ethics education for accountants

With a commitment to develop professional values, ethics and attitudes for members, member
bodies have a strong belief that ethics should be learned as part of the pre-qualifying programs
(mean=3.5) and that they also agreed ethics should be a compulsory foundation (mean=3.0) in
the pre-qualifying program. Additionally member bodies acknowledged that there was
justification for ethics to be learned as a compulsory foundation unit in pre-qualifying programs
(mean=3.0). There is also more common agreement amongst all regions that ethics should be
learned as a dedicated unit and also integrated within other units of studies in pre-qualifying
programs (mean=3.1), while some member bodies (e.g. the Americas) preferred integrated
studies of ethics (mean=3.4) and others in the MAS region were in favor of having a dedicated
unit and with additional integration within other units of the pre-qualifying programs.

Qualitative results

Ethical or moral competency is an important attribute of an accounting professional and
accounting education is part of the process in developing competency levels. In canvassing views
on ethics and the role of ethics education in general, a diversity of views was expressed by
interviewees and focus group participants. Although there were broadly based perceptions that
ethical values are formulated quite early in life, our project aso reveals general agreement by
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interviewees regarding the ethical influences exerted by other environmental factors such as
school, religion and the wider community. The following quotations reflect this view:

“l would say that most of us learn our ethics at our mother’s knee, and | think it’s
very hard to teach people in tertiary education a way of changing their ethics and
becoming a better person.” [academic/ethics expert — Asia Pacific].

“I also think that the society in which we operate has obviously a lot to do with the
level of ethics in it.”” [member body/ regulatory body - MAS]

“I think the training on morality and ethics is very consistent with the objective 1.1 of
the university which requires or gives us the mission of enhancing the all round
development of our students in all the major dimensions: global outlook, creativity,
being ethical and being a responsible citizen.” [practitioner/industry — Asia Pacific].

Although ethical values might have been established in individuals early years, it was pointed
out by a number of interviewees and focus group members that ethics education and
development programs can reinforce the fundamental values one has developed, and strengthen
one's understanding of how to apply these values. Moreover the value building and re-
enforcement concepts are seen by many interviewees as an important long term goal for the
profession.

“It may be argued that at best, ethics education can make students and members
aware of and understand the ethical standards, values, skills and behaviors required
if they are to be accepted as, and to retain the title of, professional accountant.
However, it is unlikely that ethics education will discourage unethical behavior from
those who are so predisposed. As the profession’s commitment to ethical behavior and
values becomes more widely understood and believed, those not inclined to such
behavior will find the profession less attractive. Therefore the effect of an increased
focus on ethics education may have a more medium to long term effect on the
profession in general....”” [anonymous member body representative comment—
Survey 1]

There was also a sense that it is worthwhile fostering the development of ethical behavior of
accounting students and practitioners. The accounting educators' role was seen as changing in
line with social expectations in terms of graduate attributes and also the basic educational
curriculum that should provide the building blocks for the development of ethical behavior. The
value of ethics education in accounting can be further demonstrated from the following quotes
which highlight the benefit of ethics education as part of the preparation of learners to contribute
effectively to society.

““..1 guess one of the things that we are trying to do in the [ethics] course is to explore
that possibility of, not only develop, not only seeing knowledge in conventional terms,
[but] to see the unconventional terms of having emotional knowledge. So | guess one
of the things that the course is about people, and emotional intelligence in some
senses, trying to develop empathy towards other people. [academic/ethics expert —
Europe]

“.. what we are saying is that the accounting profession ...isn’t going to solve the

problem on its own [that is] ensure Enron doesn’t happen again. | think it’s got to be
45



APPROACHES TO THE DEVELOPMENT AND MAINTENANCE OF PROFESSIONAL
VALUES, ETHICSAND ATTITUDES IN ACCOUNTING EDUCATION PROGRAMS

a collective thing that involves people looking at basic educational curriculums again
so that maybe they do have the building blocks, they’ve got the basic foundational
stuff ...”” [academic/ethics expert — Europe]

“..as you probably would be aware in the literature, there’s a debate as to whether
education at that stage can have any impact at all. | think that is a fairly kind of naive
debate, because it’s always going to depend on the type and nature of the education
you are talking about... You have the question of whether ethics education can have
any impact. What | would argue is that it can, depending on the nature of the
education. Whether that impact is sustained depends again on something else — it
might have an impact, but it mightn’t have an impact for 6 months, and when the
person then goes back and is imbedded within the professional culture within the
organization, any impact or effects he’s had, may diminish. I think that if anyone is
serious about ethics education, | think it again would be naive to say that it’s
something that you can affect on a ten week course. | think It’s got to be seen as
something which is a lot broader than that — something which the notion of ethics
needs to become more institutionally imbedded both within the culture of the
institution and in the programmes that maintains...such as ..CPD courses, but even
more than that™ [academic/ethics expert — Europe]

Ethics education in accounting has been viewed by some as reinvoking a concern for the
profession’s own well-being, and that the accounting profession should adopt a broad perspective
to build along term framework for the development of professional values, ethics and attitudes.
The following quote reinforces this.

“.. 1 also think actually one of the interesting things that professions are having to
grapple with now is exactly what does it mean to be a professional, exactly what does
that involve conceptually — ideas about being a professional. | really don’t think that’s
something that’s been explored, it’s almost been assumed in the past. | think if you
look at the historical development of the profession, it may have taken a lot of those
assumed values from the classes where its drawing its members from, and now when
those values have been undermined, you’re left with a kind of vacuum, and its quite
difficult for people to understand and appreciate what professionalism is, what it
means. It’s in a sense, reconstructing that whole notion and culturally imbedding it,
in practices and processes and even the language of the profession. Ethics education
if it’s to be taken seriously | think it needs to be seen as something which forms part
of a broader whole - a larger program. | guess as well at the back of my mind, given
the history of what’s happened in the past, I think some people are slightly
concerned... that changes in the professions may be slightly reactionary in an attempt
to establish the creditability again..... that is if its really to be taken seriously then, it
can’t be a knee jerk reaction — lets develop an ethics course. | think that’s really
important but its not going to have any impact unless it’s imbedded in a broader
structure. [academic/ethics expert — Europe]
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Summary

Based on a review of the literature concerning accounting ethics and ethics education, this
Chapter reports the first set of the research findings of the perceptions of member bodies and
other individuals. The following key findings are noted:

. Conflict of interests, including self-interest threats are the ethical issues most likely to be
faced by accountants in public accounting practice and business entities and are also
relatively significant in the government and not-for-profit sectors.

. Earnings management issues are believed to be more commonly faced by accountants in
business entities than in accounting practices or the government or not-for-profit sectors.

. Representatives of the member bodies in Asia Pacific and in the MAS regions were more
inclined to believe that self interest was the threat most likely to contribute to ethical
failure, than were those from other regions.

. Individuals in the MAS region were also more concerned about the lack of ethical
sensitivity and failure to make proper professional judgment, leading to ethical failures.

. From the findings, key ethics threats suggested are: self-interest; failure to maintain
objectivity and independence; improper leadership and poor organizational culture; lack of
ethical courage to do what isright; lack of ethical sensitivity; and failure to exercise proper
professional judgment.

. Most respondents agree that ethics should be learned as a form of life-long professional
devel opment.

. Good ethics education means requiring learners to think critically before making decisions
with ethical implications.

. Most respondents disagree that ethical standards of individuals cannot be changed or
improved.

. Individuals strongly believe the need for ethical courage to trandlate values into action and
ethical behavior can only be maintained where leaders are amodel of ethical behavior.

. There was a strong consensus of opinion that ethics should be learned as a compulsory part
of the pre-qualifying programs and that ethics should be a dedicated unit, as well as
integrated within other units of study in pre-qualifying programs.

. There is also a strong belief that professional accounting bodies have a significant role in
ethics education and that the nature of ethics education should be prescribed.

. Many interviewees aso believed that ethics education should be introduced as part of a
broader program to devel op accountants’ professional values, ethics and attitudes.

This Chapter sets the scene for the remainder of this research report. The findings reported so far
indicate that there is positive feedback in relation to the need and scope of ethics education for
accountants. Moreover, there is a general belief that ethics education is necessary to ensure
coverage of a range of ethical issues faced by accountants in public practice, business entities,
the government and not-for-profit sectors. The scope of ethical issues identified by respondents
also provides an indication of the direction for ethics education. Professional bodies are generally
satisfied with the support that they provide to members. However, in order to undertake a
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significant role in ethics education, member bodies need to consider the continuing nature of
ethics education, so that both pre-qualifying and post-qualifying programs offer ethics education
asalifelong or career-long learning.
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Chapter 4: An Inventory and Analysisof Current and Good Practice

During the nineteenth century the religiously based liberal arts college often included courses on
ethics and values as part of the curriculum. Institutions were founded upon the vision of teaching
students to lead virtuous lives (Hill and Stewart, 1999). The academic curriculum and the entire
campus environment clearly viewed the formation of student character as a central mission
(Pascarella and Terenzini, 1991). Moral philosophy was regarded as the most important coursein
the college curriculum and it was taught as a capstone course that consolidated, integrated and
gave meaning and purpose to the student’s college experience. Moreover, it sought to equip
graduates with the ethical sensitivity and insight that would benefit both themselves and society
(Sloan, 1980). However, the rise of research universities and the fragmentation of knowledge
that accompanied the evolution of academic disciplines in the twentieth century, contributed to
the decline of the direct curricula approach to the development of character and ethical
sengitivity (Pascarella and Terenzini, 1991). In the present environment in higher education
institutions such as universities, ethics education is fragmented and as such does not foster moral
sensitivity and growth (Baxter and Rarick, 1987 cited in Lyonski and Gaidis, 1991).

This Chapter examines the current practices and methods in relation to ethics education. In
particular, we discuss ethics education good practice research and relate it to the responses of
IFAC member bodies and other research findings.

Literaturereview

Criticisms of the accounting profession that question the competence and integrity of its
members is likely to be a major factor prompting increased the levels of ethics education.
However, Sims and Sims (1991) cite additional reasons driving the incorporation of ethicsin the
business curricula, namely:

. external pressure generated from professional organizations in the hope that graduates
might behave better in their professional lives;

. specific moral issues, such as whistle-blowing and insider trading, that students may one
day need to address;

. amulti-disciplinary and methodological change in programs dominated by heavy technical
or quantitative components;

. scholarly interest in ethical dilemmas of professionals, stimulating a greater interest in the
teaching of ethics.

This section of the literature review investigates how education providers and business schools
have responded to increasing calls for ethics education by examining the extent to which ethics
has been incorporated into the business and accounting curricula. The results of magjor empirical
studies in ethics coverage are summarized in Table 4.1. The summary table illustrates that during
the 1970s, there was limited ethics coverage in business programs (Loeb and Bedingfield, 1972).
However, the number of providers offering at least one course in business ethics did improve
throughout the 1970s, with a mgjority of programs surfacing after 1973 (Hoffman and Moore,
1982). Ethics coverage increased during the 1980s with many studies reporting coverage of 50%
(Singh, 1989; Milton-Smith, 1996) to 90% (Wynd and Mager, 1989; Schoenfeldt et al., 1991;
Dellaportas and Leung, 2001). However, in the U.S. surveys of ethics coverage at different
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colleges and universities show at least 10% did not include ethics in their programs (see Table
4.1) (Farnsworth and Kleiner, 2003) while many academics deemed lectures and written cases as
the most effective method of teaching ethics. Some suggestions were also made in the Report of
Ethics Education in Business Schools to the AACSB International’s Board of Directors (2004).

The extent of ethics education in the business and accounting programs appears to have been
increasing since Loeb and Bedingfield's (1972) original study. While this trend is encouraging,
many ethics programs appear to be optional and focused on business ethics; few programs
specialize in accounting ethics. Commentators continue to claim that ethics education in
accounting is not covered in a significant way in most ingtitutions of higher learning (Swanson,
2005; Gaa and Thorne, 2004; Lampe, 1996; Armstrong and Mintz, 1989; Cohen and Pant, 1989;
Cooke et al., 1987-1988). Gaa and Thorne (2004, p.1) notethat “.......... it is apparent that ethics
has not been given the prominence in the classroom that it requires’. The authors quote a study
of the accounting curriculum by PricewaterhouseCoopers (2003) which indicated that ethics is
not a consistent, integrated part of the education of most accounting students. With limited ethics
coverage in the business and accounting curriculum it is unlikely that accounting students and
trainees will have sufficient training in business ethics.
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Table4.1 Trendsin Ethics Coverage

Author (Date)

Sample

Schools Offering a Separ ate Ethics Course

Schools Integrating Ethicsinto the
curriculum

Loeb & Bedingfield
(1972)

Hoffman & Moore
(1982)

George (1987)

Karnes and Sterner
(1988)

Cohen and Pant (1989)

Armstrong and Mintz
(1989)

Chua, Pereraand
Mathews (1991)

Thompson, McCoy and
Wallstead (1992)

McNair and Milam
(1993)
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83 Chairpersons of AACSB accredited
institutions

655 AACSB accredited institutions

132 Deans of AACSB accredited
institutions

281 Chairpersons of Accounting
Schools

145 (70 AACSB accredited)
Chairpersons of US colleges and
universities

137 Deans of AACSB accredited
ingtitutions

Heads of 45 Accountancy departments

157 Chairpersons of AACSB accredited
institutions

Stratified sample of 202 accounting
faculty from the 1988 edition of
Hasselback’s Accounting Faculty
Directory

12% offer Business Ethics
Nil offer Accounting ethics

55% offer at |east one course in business ethics - the majority
surfacing after 1973.

29% were planning to offer a separate course.
47% of undergraduate programs
33% of graduate programs

8.5% offered separate course in accounting ethics
33.3% offered a general business ethics course

40% offered a course in business ethics.
18% required accounting students to take an ethics course.

7.3% offered a separate course in accounting ethics

4% offered a separate course in undergraduate programs
nil at graduate level.

18% of undergraduate and 8% of graduate programs require a
separate course.

33% of undergraduate and 21% of graduate programs offer
ethics as an elective.

N/A

99% in Auditing

21% in tax and

21 %in ‘other’ course
NA

36% of undergraduate and 40% of
graduate programs integrate ethicsin
one or more COourses

58% incorporated ethics into auditing
and other accounting courses

Where integration occurred — mostly in
auditing.

95.6% in auditing course
19.7% in business law.

63% of undergraduate programs
15% of post graduate programs Ethics
ismost frequently taught in Auditing.

97% incorporated ethics into one or
more core business or accounting
COUrses

96% addressed ethics in auditing.

over one half addressed ethicsin alaw
course.

77% include some ethicsin at least one
course
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Author (Date)

Sample

Schools Offering a Separ ate Ethics Course

Schools I ntegrating Ethicsinto the
curriculum

Milton-Smith (1996)

Pizzolatto and Bevill
(1996)

Dellaportas and L eung
(2001)

Farnsworth and Kleiner
(2003)

45 Business schools

395 students from 8 institutions

24 Heads of School of Accountingin
Austraia

Sample of US Colleges and
Universities

9% offer required unitsin business ethics
11% offered electives targeted mainly postgraduate students.
NA

54% offer their undergraduate accounting students a separate
course

49% integrated into core business
disciplines
Integrated mostly in Business Law,

least coverage in Economics and
Finance.

46% integrate into various accounting
COUrses.

11%@ undergraduate nothing;43%@1-
2 hours; 25%@ 3-4hours; 21% >4
hours. 10% of postgrad none; 33%
@1-2 hours; 31% @ 3-4 hours and
26% @>4 hours.
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Integrating ethics into existing required technical subjects appears to be the favored approach to
ethics education. Auditing followed by Law (Business or Tax) are the popular subjects for the
integration of ethics topics (Loeb and Bedingfield, 1972; Karnes and Sterner, 1988; Armstrong
and Mintz, 1989; Cohen and Pant, 1989; Chua et al., 1991; Thompson et a., 1992; Pizzolatto and
Bevill, 1996). Limited coverage in other subjects (for example, Cost Accounting, Management
Accounting, Financial Accounting, and Accounting Information Systems) is surprising and
unfortunate given the abundant scenarios offering the opportunity for the discussion of ethical
issues in each of these subject areas (Cohen and Pant, 1989). Even though total integration is yet
to be achieved, empirical evidence suggests that ethics education is to some extent integrated
throughout the business curricula with the exception of finance and economics programs
(Pizzolatto and Bevill, 1996).

However, even when ethics is addressed in Auditing, it is unlikely to receive adequate attention.
Approximately 2 hours per semester (term) were dedicated to teaching professional ethics in
entry level auditing, and approximately 1.5 hours in other study programs in the 1980's (Engle
and Elam, 1985; Cooke et al., 1987-1988). The time devoted to ethics had increased at the time
McNair and Milam (1993) undertook their study. They found that an average of 4 hoursin aterm
was dedicated to ethics education with the respondents believing that the time spent on teaching
ethics was reasonable. In areview of articlesin Accounting Education: An International Journal
from 1992-2001, Paisey and Paisey (2004) found that ethics education is often simplistic and
provided mostly by professional bodies.

Despite progress with the integration of ethics in accounting, curriculum change is generally an
evolutionary rather than revolutionary process. Overall, there is growing evidence of business
schools responding to the call for greater ethics coverage in the business curricula with the
majority of integration occurring during the 1990s (Pizzolatto and Bevill, 1996). Ethics is now
integrated into a number of required accounting programs with particular emphasis in Auditing.
In cases where ethics is not taught, the rationale cited includes: ‘ other courses covered it’, ‘ staff
shortages’, ‘no qualified staff’, ‘funding limitations’, ‘cannot fit units in’ and 'lack of staff
interest’ (Milton-Smith, 1996). However, Milton-Smith (1996) contends that the reasons given
by the respondents are unconvincing and give the impression that most business education
providers do not give high priority or urgency to the teaching of business ethics. Given the above
background, responses relating to ethics education at entry and pre-qualifying level programs
from the present study of member bodies (Survey 1) and other stakeholders (Survey 2) are
analyzed below.

Research findings: IFAC member bodies

This section presents an anaysis of the inventory provided primarily from Survey 1 by the 66
(41%) IFAC member bodies who responded to the questionnaire. The percentage responses
shown are based on the number of responses to each question.

At the outset it should be noted that |FAC member bodies who responded to Survey 1, expressed
very strongly the view that ethics education is necessary to:
. develop a sense of ethical responsibility in future accountants;

. improve the moral standards and attitudes of future accountants;
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. devel op the problem solving skills that have ethical implications; and to
. develop a sense of professional responsibility.

The respondents also agreed that ethics education should achieve the objectives of sensitizing
and deepening accountants understanding of ethical issues, and in developing a knowledge and
understanding of the IFAC Code of Ethics for Professional Accountants. It is aso seen to be
important as a means of responding to the public calls for greater ethics awareness. In this
section, we report not only the current practices of IFAC member bodies in entry, pre- and post-
qualifying programs, but also provide some comparison, wherever appropriate with the
responses to Survey 2. Such analysis should draw upon the strengths and possible areas for
improvement in ethics education.. The findings reported are based on the following categories:

. current practices of entry and pre-qualifying programs in ethics education and
development; and

. current practices of post-qualification programs in ethics training.

Current practices of ethics education and development in entry and pre-qualifying programs

It is recognized that IFAC member bodies are a diversified group in which many different
educational systems operate. Survey 1 considers current practice by examining the member
bodies qualification systems, ethics policies and requirements at entry and pre-qualifying levels
and identifies the extent of ethics education and development embedded within current
programs.

In the main, as shown in Table 4.2, over 43% of the responding member bodies require a
university undergraduate degree as the entry requirement and this requirement is more prevalent
in the Americas, Asia Pacific and the MAS regions. A higher proportion of European bodies
allow the attainment of university entrance qualifications as entry requirements, rather than
actually having a university undergraduate degree. Entry qualifications are more diverse in
Europe than in other regions where there is a pre-dominance of university undergraduate
requirements for entering into the professional accounting career. Note that in Table 4.2 and the
tables that follow the overall average percent is weighted according to the number of responses
within each geographic region

Table 4.2: Distribution of pre qualifying programs entry requirements by geographic
region (% response)

Geographic Region
Pre qualifying education requirement Americas Asia/Pacific MAS Europe Overall

Average %
Secondary education 28.6 0 8.3 20.0 141
University entrance 14.3 20.0 25.0 30.0 25.0
Post-secondary college 0 133 0 33 4.7
University undergraduate 57.1 66.7 50.0 26.7 43.8
University post-graduate 0 0 16.7 20.0 125
Total 100.0 100.0 100.0 100.0 100.0
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The range of methods for professional qualification adopted by the member bodies results in
differing policies regarding their expectations of ethical competence at entry level. In detail, at
entry level the majority of the member bodies, especially those in the Americas, rely on the
circulation or distribution of their ethical codes to candidates as a means of alerting them to the
ethical requirements for those pursuing an accounting career. The more rigorous manner of
assuring a certain degree of ethical competence is through a system of accreditation or approval,
as in the example of CPA Australia and the Ingtitute of Chartered Accountants in Australia (Asia
Pacific region) or those in Africa (MAS region). Table 4.3 shows the detail of ethics policies at
entry level.

Table 4.3: Distribution of professional ethics entry requirements by geographic region
(% of responses)

Geographic Region

Pre qualifying entry requirement Americas Asia/Pacific  MAS Europe Overall
Average %

Approval of/accrediting programs 0 20.0 333 125 16.7

Completion of ethics 0 133 0 94 7.6

workshops/seminars

Circulation of code of ethics 85.7 40.0 25.0 40.6 42.4

Assumed within personal 14.3 133 25.0 125 15.2

development

None of the above 0 13.3 16.7 25.0 18.2

Tota 100.0 100.0 100.0 100.0 100.0

It is argued that where there is no ethics policy at entry level, member bodies largely incorporate
ethics education and development within their pre-qualifying programs. Table 4.4 shows that
many member bodies (overall 43.9%) use a stringent system of professional examinations, with
75% of member bodies in the MAS region using this approach.. For others, such as the
Americas, pre-qualification programs include both examinations and the completion of set tasks.
‘Approval of post-graduate studies and ‘no formal education required’ were the least frequent
requirementsin all regions.

Table 4.4: Distribution of pre-qualifying education program requirements by geographic
region (% response)

Geogr aphic Region

Education program requirement Americas Asa/Pacific MAS Europe Overall
Average %

Examinations set by professional body 28.6 333 75.0 40.6 43.9

Examinations and tasks set by 57.1 40.0 16.7 25.0 30.3

professional body

Approved postgraduate studies 14.3 6.7 0 6.3 6.1

No further formal education required 0 6.7 0 6.3 45

Other requirements 0 13.3 8.3 21.9 15.2

Tota 100.0 100.0 100.0 100.0 100.0
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To gauge more effectively the development of professional accountants, the survey also obtained
information on the professional experience requirements of the IFAC member bodies. As
indicated in Table 4.5, overall half of the respondents indicated that they require a ‘3-year
employment in accounting or related area to qualify. However, it is noticeable that in the
Americas 20% reported that there was no professional experience requirement.

Table 4.5: Distribution of professional experience requirementsfor qualification by
geogr aphic region (% response)

Geographic Region

Professional experience requirement Americas Asa/Pacific MAS Europe Overall
Average %

3-year employment in accounting or related 40.0 533 58.3 46.9 50.0

area

3-year employment in specified accounting 20.0 6.7 25.0 375 26.6

area

No professional experience required 20.0 6.7 0 0 31

Other experience 20.0 333 16.7 15.6 20.3

Total 100.0 100.0 100.0 100.0 100.0

While it is believed by member bodies and other respondents that ethics education is beneficial
to develop ethical competence, not al member bodies indicated that they had an ethics policy for
pre-qualification programs. Table 4.6 shows that overall, 69.7% of responding member bodies
reported they had a policy for the development of professiona ethics. The regions with the
highest proportions of member bodies with an ethics policy were Asia Pacific and Europe
(80.0% and 71.9% respectively), with 57.1% from the Americas and 58.3% from the MAS
region.

Table 4.6: Distribution of policy on ethics development policy by geographic region
(% response)

Geographic Region

Ethics Development Policy Americas Asia/Pacific  MAS Europe Overall
Average %
Yes 57.1 80.0 58.3 719 69.7
No 42.9 20.0 41.7 28.1 30.3
Totd 100.0 100.0 100.0 100.0 100.0

Table 4.7 shows how ethics development policies at pre-qualifying level were incorporated in the
curriculum by member bodies. It can be seen that ethics is ‘integrated in the program’ in the
majority of professional bodies across the regions (87.0 per cent).
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Table 4.7: Distribution of pre-qualifying level ethics education requirements by geographic
region (% responses)

Geographic Region

Pre qualifying level ethics education Americas Asia/Pacific  MAS Europe Overall
Average %

Ethicsisintegrated in the program 100 100 714 82.6 87.0

One or more unit/topics dedicated to - - 28.6 174 13.0

ethics

Tota 100.0 100.0 100.0 100.0 100.0

However, while most regions integrate ethics education in their pre-qualifying programs, the
most predominant extent of integration was ‘less than 10 per cent’ in all areas.

A higher proportion of member bodies in the Asia Pacific and European regions (45% and 42%
respectively had more than ethics integrated in more than 10% of the curriculum .A more
detailed analysis of responses revealed that in the Asia Pacific region all Australian bodies
reported that integration was ‘ more than ‘10%’. Many Asian countries, however, reported a ‘less
then 10%’ integration. Countries in the area include Malaysia, Japan, Korea, Malaysia, Pakistan
and Thailand. China and India, on the other hand, reported ‘more than 10%’ of the curriculum
devoted to ethics education | pre-qualifying programs.

Table 4.8: Ethics education requirement when integrated in pre-qualifying cour ses by
geographic region (% response)

Geographic Region
Extent of ethics education Americas Asia/Pacific  MAS Europe Overall

requirement Aver age%
More than 10% of course 25.0 455 - 429 35.7
L ess than 10% of course 75.0 54.5 100 57.1 64.3
Total 100.0 100.0 100.0 100.0 100.0

Respondents were further requested to indicate the level of importance of different topics in
ethics using a scale of 1 (not important), 2 (some importance), 3 (important) and 4 (very
important). Further analyses show that where ethics is integrated in more than 10% of the pre-
qualifying programs, member bodies tend to pay more attention to the concepts and principles of
ethics, such as moral development theories, principles-based frameworks, factors affecting
ethical behavior in organizations for individuals, and codes and standards. Table 4.9 shows that
the perceived importance of most topics was reasonably evenly distributed. However, where
ethics is less than 10% of the pre-qualifying programs, member bodies concentrate on those
issues directly related to financial services (overal mean 3.7) and heavy emphasis is placed on
learning the code (overall mean 3.8). Tables 4.9 and 4.10 show the results.
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Table 4.9: Importance of ethicstopicsin pre-qualifying professional body programs
with >10% ethics- by geographic region

Geographic Region

Ethicstopic Americas Asia/Pacific MAS Europe Overall
M ean
Ethical and moral development theories 4.0 30 - 29 3.0
Rule-based frameworks for ethical behavior 30 3.2 - 3.0 31
Principle-based frameworks for ethical behavior 4.0 35 - 33 34
Ethical issuesin financial services 3.0 35 - 3.2 3.3
Factors influencing organizational behavior and 4.0 3.7 - 33 35
corporate governance
Factors influencing individual ethical behavior 4.0 35 - 32 34
Ethical codes and professional guidance 4.0 35 - 3.7 36
Standards of technical competency to achieve 4.0 3.2 - 3.7 35
professiona integrity
Other - 3.0 - 35 33

Table 4.10: Importance of ethicstopicsin pre-qualifying professional body programs
with <10% ethics- by geographic region

Geographic Region

Ethicstopic Americas Asa/Pacific MAS Europe Overall
M ean
Ethical and moral development theories 17 2.8 1.8 21 21
Rule-based frameworks for ethical behavior 2.0 3.0 18 3.0 26
Principle-based frameworks for ethical behavior 3.0 35 23 35 32
Ethical issuesin financial services 3.7 3.8 35 38 37
Factors influencing organizational behavior & 2.7 33 25 2.6 2.7
corporate governance
Factors influencing individual ethical behavior 2.3 35 2.8 3.0 3.0
Ethical codes and professional guidance 4.0 3.8 3.3 4.0 3.8
Standards of technical competency to achieve 3.0 33 3.0 3.6 33
professional integrity
Other - 4.0 1.0 25 25

Where ethics is a dedicated unit or topic within the pre-qualifying program, member bodies in
Asia Pacific regard all topics as very important, while both European and MAS regions place
more emphasis on learning those ethical issues related to financial services and the code. The
Americas region provided a nil return on this question since all respondents reported that all their
programs were integrated with ethics.
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Table 4.11: Importance of ethics education in professional body programswith topicsin
units/topics dedicated to ethics— by geographic region

Geogr aphic Region

Ethicstopic Americas Asia/Pacific  MAS  Europe Overall
M ean

Ethical and moral development - - 1.0 2.7 2.3

theories

Rule-based frameworks for ethical - 2.0 2.8 2.7

behavior

Principle-based frameworks for ethical - - 1.7 32 2.8

behavior

Ethical issuesin financial services - - 37 35 3.6

Factors influencing organizational - - 17 3.2 2.8

behavior and corporate governance

Factors influencing individual ethical - - 2.7 3.0 3.0

behavior

Ethical codes and professional - - 37 37 37

guidance

Standards of technical competency to - - 3.0 33 33

achieve professional integrity

Other - - - 3.0 3.0

Comparing the above tables 4.8, 4.9, 4.10 and 4.11 with the results of the responses from the
respondents in Survey 2, there appeared to be some gap in the importance placed upon certain
topics and those offered in the pre-qualifying programs. Table 4.12 shows the results of the mean
importance placed by individualsin various geographical regions.
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Table 4.12: Importance of ethicstopicsin pre-qualifying programs—professional/industry
respondents by geographic region

Geographic Region

Ethicstopic Americas Asia/Pacific MAS Europe Overall
M ean
Ethical and moral development theories 3.0 3.0 33 2.6 30
Rule-based frameworks for ethical behavior 29 24 2.6 2.0 2.7
Principle-based frameworks for ethical behavior 35 36 34 34 35
Nature and causes of ethical dilemmas related to 35 3.6 3.6 35 35
accounting
Factors influencing organizational culture 3.0 29 2.8 2.8 3.0
Corporate governance 31 3.2 3.7 3.0 3.2
Factors influencing individual ethical behavior 34 31 34 3.6 33
Ethical codes and Professional guidance 3.2 3.0 34 33 3.2
Professional skills and competency 31 33 3.6 33 32
Legal and compliance framework 3.0 3.0 31 2.8 3.0
Methods to trandlate ethical values to business 34 34 33 35 34
settings
Ethical dimension and value systems —cultural 29 28 31 29 29
diversity

An example of the gap mentioned above is that principle-based frameworks for ethical behavior
were viewed by individuals as very important, but were not rated as strongly in the responses
provided by member bodies. The two groups of respondents however, were in alignment in their
views on topics concerning the nature and causes of ethical dilemmas in accounting and related
areas.

In summary, the state of ethics education and development in the current pre-qualifying
programs of IFAC member bodies can be described as follows:

. Pre-qualification systems of IFAC member bodies are diverse. Many member bodies adopt
a less proactive approach at entry level (such as ‘Ethics is aluded to through circulation of
the code’), to be followed by a pre-qualification system where ethics is mostly embedded
within professional examinations or tasks.

. Ethics education and development tends to be integrated within the pre-qualification
programs, albeit most were not extensive but at or below the 10% content level.

. The extent of ethics education appears to be dependent on the ‘space’ it constitutes in pre-
qualifying programs. Ethical concepts are more liberally covered where ethics is more than
10% of the pre-qualifying programs. On the other hand, most bodies tend to focus on the
code and issues directly related to financia services.
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. In the Americas, all member bodies require a university degree as an entry point. This may
explain the integration of ethics education within the pre-qualification programs which. is
apparent in awide range of topics.

. Whilst only member bodies in MAS and Europe reported that ethics was deliberately
treated as a separate element of the pre-qualifying programs, emphasis were still placed on
the code.

. Most member bodies and other ethics education experts and accountants were in agreement
with respect to the objectives of ethics education.

. A comparison of the perceptions of individuals responding to Survey 2 and the practices of
IFAC member bodies in respect of ethics education in pre-qualifying programs indicates
some areas worthy of consideration. For example, there appears a greater need to cover the
topic of principle-based frameworks for ethical behavior in the MAS region; there is a need
for more extensive coverage on factors influencing organizations and corporate governance
issues in the regions of MAS and Europe; and there appears to be an over-emphasisin rule-
based frameworks in Europe, which warrants investigation.

Current practices of ethics education and development in post-qualifying programs

In light of the current environment in the profession, some member bodies have proactively
included ethics development programs into their Continuing Professional Development (CPD).
Before considering the current practices in post-qualifying programs, we will review the beliefs
of individuals who responded to Survey 2 regarding the objectives of ethics education at post-
qualifying level.

Ethics education at post-qualifying levels would enable accountants to achieve the following
objectives. The perceived objectives of ethics education at post-qualifying levels are identified
from Survey 2, and are listed in descending order of agreement between a mean of 3.6 and 3.2
(i.e., mostly between strongly agree and agree), namely:

. to support and deepen accountants understanding of professionalism and develop skills in
ethical judgment;

. to help accountants manage and withstand ethical dilemmas and to maintain their ethical
standards and attitudes;

. to reinforce practice consistent with the professional code and to help accountants choose
ethical priorities; and

. to regain public confidence in accounting and to appreciate the importance of learning
ethical conduct in the workplace.

This section of the report shows the extent of ethics education in post-qualifying programs.
Member bodies were asked to indicate how ethics education was incorporated within their CPD
programs. It appears, from Table 4.13 that many professional bodies have been relatively
conservative in their approach to ethics education requirements. The most frequent requirement
is that ethics development is ‘ generally encouraged only’ (56.3 per cent). The emphasis on ethics
in post- qualifying education is strongest in Asia Pacific and seemingly weakest in the Americas,
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although this finding should be treated cautiously because of the small number of responses
involved.

Table 4.13: Ethicsrequirementsin post-qualifying programs- % response by geographic
region

Types of educational requirements  Americas  Asia/Pacific MAS  Europe Total

Ethics not specified in CPD 66.7 13.3 16.7 194 21.9
Development generally encouraged 33.3 40.0 66.7 64.5 56.3
CPD includes hours or % of ethics 0 46.7 16.7 16.1 21.9
training

Total % response 100.0 100.0 100.0 100.0 100.0

In order to gain a better understanding of how member bodies support their members to
undertake ethical development activities, respondents to Survey 1 were asked to indicate,
through a scale of 1 (not required), 2 (encouraged) and 3 (compulsory), how they supported
various initiatives of ethics training at post-qualification level. Table 4.14 shows the percentages
of the member bodies in each geographical region in terms of aspects of ethic education that
were compulsory or which they encouraged participation by members. As indicated, there was
no compulsory activity in the Americas region, while Europe has a relatively significant
proportion of responding member bodies (16%) indicated compulsory activities.

Table 4.14: Ethics activities supported by member bodies at post qualification level — by
geographic region (% response)

Geogr aphic Region

Americas Asia/Pacific MAS Europe
Ethics activity C* E** C E C E C E
Undertake ethics courses - 71 13 60 10 40 16 58
Review ethics articlesin journals - 57 - 60 18 64 16 74
Participate in ethics discussions - 57 - 80 9 46 3 71
Access online ethics materias - 71 7 47 - 36 13 61
Apply for sponsorships for ethics - 14 - 28 - 18 3 20

research

* C = compulsory; **E = encouraged.

While there are variations in CPD offerings in ethics by the member bodies, there was a general
consensus that ethics development and training is important. With the aim of identifying the
more significant ethical issues faced by professional accountants, and thus assessing the need for
those topics to be included in CPD, the researchers sought views on the perceived likelihood of
occurrence of different ethical issues in professional practices, business entities and the
government and not-for-profit sectors, which were discussed in Chapter 2. The responses to these
guest