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Abstract

The aim of this dissertation was to critically evaluate the effectiveness of self-
regulatory codes in the accounting profession. Self-regulatory codes cover the key
areas of this study and refers to regulation, codes of ethics, conduct and practice.
Within these key areas it also includes ethical behaviour and decision-making within

the accounting profession.

The researcher conducted a substantial review of academic literature on the rationale
of self-regulatory codes to get a better understanding on the effectiveness it has within
the profession. The findings and themes that emerged from the literature review were

used to underpin survey guestions.

An online questionnaire was created online and was distributed through professional
online platforms such as LinkedIn as the survey was intended for professional
accountants. There were 167 participants in total. The interviews got distributed
potentially to 12 people however, only three responded. The findings support much of
the literature and themes outlined in chapter two. The first being that all professional
accountants are aware that ethics is a very important factor however, it is proving to
be ineffective, this could be related to unethical practices that are wrongdoing. Theme
two was identified and that being that there is a necessity for regular and robust audits
due to the occurring fraudulent activity. Lastly, the findings support that stronger

regulation and tougher penalties are needed as the current regulation is ineffective.
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Chapter 1 - Introduction

The purpose of this dissertation is to evaluate if self-regulatory codes can be effective
in minimising problems of malpractice or fraud in the accounting profession. It is noted
that this subject area has a paucity of academic research on the everyday ethical
behaviour of accountants. This chapter provides the rationale and the background of
this study and highlighting issues as to why this study is one that is imperative. For the
purpose of this dissertation the researcher will use the term self-regulatory codes
which will cover the following key areas; regulation, codes of ethics, conduct and

practice.

1.1 Background

Self-regulatory codes are the rationale for an effective system of discipline in relation
to ethics and the behaviour of professionals (Vaagan, 2002). This dissertation seeks
to analyse the rationale behind self-regulatory codes and what effect it has on

accountants.

Accounting regulation is an important factor for accountants as it has the following
principles, to promote consistency, fairness, simplicity, to be transparent and efficient,
provide clarity and accountability (BIS, 2011). According to (Malhotra, 2013) lack of
enforcement technigues within regulation can be ineffective within the accounting
profession and suggests that self-regulators need to enforce better regulation whereas
(Flanagan & Clarke, 2007) have concerns that rules, regulations and ethics are simply
not efficient enough. The premise of the dissertation is that major accounting scandals
have had a negative impact on the accounting profession’s reputation and the ethical
behaviour of accountants. Steve Giles quoted in (ACCA, 2016, p. 30 ) explains that

‘fraud is a significant business risk that threatens both profits and reputation’.
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One example of an accounting scandal in 2009 was Enron and the Arthur Andersen
accounting firm who once was highly reputable, (Kannaiah & Kumar, 2009) claim that
this case raised a huge ethical question on the appropriate behaviour of professional
accountants. The BBC (2002) reported that Enron lied about its profits and hiding
debts to falsify the company accounts. The Independent (2002) reported that this
scandal resulted in serious consequences, a fine of £322,000 and a probation period
of five years meaning that any if anything else occurred would result in a prison
sentence. This scandal went above and beyond of breaking the code of conduct for

professional accountants.

Another example is the WorldCom scandal who coincidently had the same accounting
firm; Arthur Andersen. According to (The Guardian, 2002) that scandal resulted in the
company’s chief financial officer and former controller being charged with fraud and
conspiracy and was sentenced to 65 years in prison. There are several other
accounting scandals such as Tyco international scandal with the accounting firm
PricewaterhouseCoopers, Royal Ahold and accounting firm Deloitte & Touche and
Parmalat with Grant Thornton SpA accounting firm. A more recent one was the singer

James Arthur’s accountant who stole £599,000 from his company (BBC NEWS, 2018).

There were two scandals which took place in Swansea which raised concerns over
the ethics and regulation in the profession, these are being explored due to the location
being the same as the researcher. Firstly, Robert Davies the head of the homeless
charity Cyrenians Cymru was caught forging invoices to his own bank account which
amounted to £1.3m (BBC NEWS, 2017). The second scandal was boss Nasir Malik
and the accountant Saquib Zia for the charity Awema who were found guilty of being
unethical and using charity funds to buy themselves some rugby tickets, along with
including but hiding personal pension payments in the accounts, issuing cheques for

2
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large amounts of money and hiding £100k in a bank account when the charity was
mistakenly paid a grant twice, the prosecutor’'s accused Malik of being dishonest
(WalesOnline, 2014). These scandals are the fundamental reasons why the
researcher wishes to explore the reasons why accountants are liable to fraud and how

effective self-regulatory codes are.

1.2 Rationale

These scandals above underpin the rationale of this study which seeks to understand
if codes and ethics within the accounting profession are effective, and if not why.
According to (Onyebuchi, 2011) cited in (Payne, et al., 2018, p. 216) “ethics in
accounting is in one of the most important, yet most misunderstood, concerns in the
world of business today”, yet there is a gap in research regarding the effectiveness of

codes in the accounting profession.

Ethics is an important factor within the accounting profession however, there needs to

be more rigorous regulation as the current soft regulation seems to be ineffective.

The researcher has a personal interest in the study; accounting is the researchers
degree pathway and undertook an internship in the profession (the internship led to a
part-time post within the same accounting organisation). Further she hopes to secure
employment in this sector, and therefore a rich understanding and knowledge of the

research area will be beneficial.

1.3 Aims and Objectives
The aim of this dissertation is to critically evaluate the effectiveness of self-regulatory

codes in the accounting profession. There are four objectives:

1. To critically analyse previous academic literature on the rationale of self-regulatory

codes within the accounting profession.
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2. To analyse the importance of self-regulatory codes on the ethical behaviour within

the accounting profession.

3. To analyse the data collected to understand the effectiveness of self-regulatory

codes on the ethical behaviour within the accounting profession.

4. To make recommendations to the accounting profession on the importance of self-

regulatory codes to improve unethical behaviour.

1.4 structure

To successfully achieve the objectives of this study chapter two will analyse the
available academic literature on the rationale of regulation, codes and ethics within the
accounting profession this will identify if there are any gaps in current literature to

explore in more detail when conducting primary research.

Chapter three seeks to identify the most suitable method and methodology that will be
used to conduct primary research in relation to the gaps that have been recognised

within the academic literature review of chapter two.

Chapter four will analyse the data collected through mixed methods using a sequential
approach firstly, the online questionnaire will be analysed and present findings and

then interviews, - which will allow triangulation to take place.

Chapter five will begin with the achievement of objectives. A discussion on the main
findings including any implications that have arisen. Recommendations and limitations

will also be stated within this chapter. Along with details for further research.

1.5 Conclusion

This chapter has successfully outlined the aim and objectives of this dissertation

through discussing the background and rationale of this study which permits further

4
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investigation to gain a deeper understanding of the subject’s personal experience and

first-hand knowledge on the research area.

Chapter two as previously mentioned, will critically analyse previous academic
literature on the rationale for regulation, codes and ethics within the accounting
profession which will identify relevant issues and themes which will allow the

researcher to explore further and conduct primary research.
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Chapter 2 - Literature review

2.0 Introduction

The purpose of this chapter within the dissertation is to carry out a review of available
literature concerning the effectiveness of self-regulatory codes in minimising problems
of malpractice or fraud in the accounting profession as this area has a paucity of
academic research on the everyday ethical behaviour of professional accountants.
The purpose of this literature review will be to achieve the first research objective of

the dissertation:

To critically analyse previous academic literature on the rationale of self-regulatory
codes within the accounting profession. The premise of the dissertation is that major

accounting scandals have had a negative impact on the accounting profession.

To meet the objective, this chapter will use several sources such as academic journals,
relevant textbooks, government publications, accounting websites, professional
accounting bodies and newspaper articles. Literature within this chapter will also be
considered to enable and assist the researcher in the design of primary research and

methodology for collecting data within chapter three.

The purpose of this literature review will be to identify the rationale of regulation, self-
regulation and codes within current literature which is relevant within the accounting
profession. Secondly, to analyse current theoretical concepts and frameworks
available within the accounting profession. Lastly, the literature review seeks to

evaluate limitations of current research and identify any gaps within the literature.

2.1 Government Regulation

Regulation has been identified to have a high relevance within the accounting

profession and therefore, this dissertation must explore the rationale for regulation.

6
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The purpose of regulation is for the government to enforce rules to manage the
behaviour of businesses (L'etang, 1992). There are two types of regulation there is
hard regulation and soft regulation. Hard regulation refers to laws, acts, formal or
informal rules, policies, goals, concepts and strategies that can impact, enable or
encourage the behaviour of businesses (Crane & Matten, 2016). This type of
regulation is also known as imperative regulation. The government form legislation
and are backed up by Parliament, the police and courts who can grant penalties
(OECD, 2002). However, other forms of regulation such as soft regulation are not
always enforced by the government but by private regulator bodies which are formally
known as private regulation where rules are produced by business associations and
civil society actors which tries to promote and encourage ethical behaviour in
businesses. In the UK The Financial Reporting Council (FRC) is an independent
regulator funded by the government who are responsible on behalf of the government
for the monitoring and enforcing actuarial, accounting and audit standards which were

founded in 1990.

Carroll & Buchholtz (2009) suggest that It is important that accounting practices fully
understand regulatory frameworks as it can help the development and implementation
of strategies. Regulation is an important factor not only to businesses but for
accountants as it has the following principles, to promote consistency, fairness,
simplicity, to be transparent and efficient, provide clarity and accountability (BIS,
2011). However, Crane and Matten (2016) state that government regulation has not
been widely accepted by companies. This is due to the government offering little
persuasion or encouragement towards businesses and the government having a lack
of funds. The lack of expertise in specific industries and how time consuming it can be

to enforce rules and regulations. Therefore, professional accountants require
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professional bodies who are self-regulators and can propose further strategies and
professional bodies are needed to impose higher ethical standards (Cise, 1966).
According to Malhotra (2013) the lack of enforcement techniques within regulation can
be ineffective within the accounting profession and suggests that self-regulators need

to enforce better regulation.

2.1.1 Self-Regulation in the accounting profession

As identified above self-regulation is an important factor within the accounting
profession. Self-regulation differs from regulation and referred to as soft which is
based on guidelines and set standards for codes of practice, conduct or ethics

(Maitland, 1985).

There has been an increase in self-regulation which is not enforced entirely by the
government and is more industry focussed. OECD (2015) official definition of self-

regulation is that;

Many professions adopt self-regulation, i.e., develop and self-enforce rules
commonly arrived at for the mutual benefit of members. Self-regulation may
be adopted in order to maintain professional reputation, education and

ethical standards.

Self-regulation negotiates and enforces codes within industries and have statutory

backing or some government involvement (Bartle & Vass, 2005).

Self-regulation aim to encourage financial industries with a proactive approach and
encourage ethical behaviour to achieve objectives faster due to the major time
constraint that government regulations face (Bartle & Vass, 2005) this is due to the
commitment and professional knowledge that self-regulators have within professional
sectors. Institutions of self-regulators can be the following; professional bodies, trade

8
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associations and public interest groups who usually are efficient and have expertise
within different industries however, (Baldwin, et al., 2012) claim that there are
concerns and worries from critics that self-regulators will have weaknesses in regards
to who mandates the accountability and the fairness of procedures. According to the
FRC’s website there are six Recognised Supervisory Bodies (RSB) who have been
governed by FRC since 2003 (see appendix 1). A suitable model for professional self-
regulation within accounting has been adapted and can be seen in figure 2.1, the

original can be found in appendix 2.

Professional Self-Regulation

=
= ==

Figure 2.1 Self-regulation model in the accounting profession adapted from: (Johnson, 2016).

However, Bartle and Vass (2005) identified in their study that several accountants
were unsure of the meaning of self-regulation and negative about and noted that their
perceptions on the topic claimed that self-regulation can result in anti-competitive
behaviour by focussing on the private interest and not actually pursuing the public
interest although concluded that there is a lack of understanding. Although (Thomas,

2018) identified that new research has suggested that regulation within the accounting
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profession by its members (otherwise known as self-regulation) has had a positive
impact towards accountants and their professionalism. Payne et al (2018) reports that
there is need for further development of a system of self-regulation that applies to all
self-regulators, as this would help to maintain the reputation of accountants, education

and ethical standards through having the same codes of ethics.

2.1.2 General Codes

Regulation, self-regulation and codes are the rationale for an effective system of
discipline in relation to ethics and the behaviour of professionals (Vaagan, 2002)
however, for the purpose of this dissertation it will focus only on the accounting
profession. L'etang (1992) has simply categorised codes into three sections: codes of
ethics, conduct and practice which are all vital to professionals such as accountants.
CIMA, ICAEW and ACCA all have codes of ethics and conduct which applies to all

members who are associated with these professional accounting bodies.

Dean (1992) has suggested that the implementation of codes are methods to regulate
professional ethics that is if the codes have been developed correctly and concluded
that codes a widely needed within professions although notes that codes alone are not
enough to have a consistency within ethical behaviour. However, in agreement (Higgs-
Kleyn & Kapelianis, 1999, p. 365) suggest that “codes should only be viewed as one
part of a larger system intended to promote ethical conduct and codes should provide

a supported environment for such professionals”.

Codes, however, can be perceived differently between accountant’s and their
opinions of what is acceptable behaviour can have a major difference according to
(Payne, et al., 2018), while (Green & Weber, 1997) argues that codes are beneficial

and have a huge effect on the ethical behaviour in the accounting profession due to

10
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professional bodies such as ACCA, CIMMA and ICAEW all adopting the same codes

published by the IFAC.

2.1.2.1 Professional Ethics

Ethics has become a major topic and concern for current issues for professional
accountants. The perception of ethics can vary from cultures, individuals, society and
professional moral values which can make it problematic to define (Malhotra, 2013).
There are many definitions of ethics, but most of them conclude with what is right and
what is wrong. One definition of ethics from (Onyebuchi, 2011) cited in (Payne, et al.,
2018, p. 223) is “The systematic study of conduct based on moral principle, reflective
choices, and standards or right and wrong”. Whereas (Johnson, et al., 2015) argued
that ethics is based upon the behaviour and actions of people within an organisation.
However, Crane and Matten (2016) explain that ethics is a study of morality and

reasoning for rules and principles.

Gill (2009) claims that in the accounting profession ethics has developed into a
technical term for professional accountants whereas (Flanagan & Clarke, 2007) have
some concerns that rules, regulations and ethics are simply not efficient enough.
According to (Onyebuchi, 2011) cited in (Payne, et al., 2018, p. 216) “ethics in
accounting is in one of the most important, yet most misunderstood, concerns in the
world of business today”. Gill (2009) concluded in his research that the concept of
ethics varied between accountants and they all had their own opinions on ethics and

suggests that there is a need for further development on the concept of ethics.

2.1.2.2 Professional codes of ethics

Codes of ethics are usually formed on a set of ethical principles defined by (L'etang,

1992), this is the same for all professions the only differences are the underpinning

11



Kirsty Bevan P152179

principles within the code. Codes of ethics within the accounting profession are based
upon fundamental principles and guidelines in relation to improving professional ethics

which its members must adopt and comply with (Higgs-Kleyn & Kapelianis, 1999).

Codes of ethics can vary slightly depending on the professional accounting body
however, in the UK the six main professional accounting bodies adopt the same code
of ethics (Payne, et al., 2018, p. 224) have identified that “codes of ethics provide a
coherent articulation of the ideas, responsibilities, and limitations of the collective ethic
of a profession’s members”. Flanagan and Clarke (2007) argue that codes of ethics
will not solve the overall problem of malpractice, fraud or ethical and moral behaviour
of individuals especially when it comes to the accounting profession as it would be

hard to ensure all accountants are following the code of ethics correctly.

2.1.2.3 Ethics for professional accountants

Originally accountants were perceived as ethical professionals due to the nature of
their role however, academics, the public and news have all doubted the ethics of
professional accountants (Caglio & Cameran, 2017). All professional accounting
bodies/institutes such as ICAEW, ACCA and CIMMA promote that ethics is a huge
part in the accounting profession and claims that all members are required to be ethical

in behaviour and when making judgements.

Adams et al (1995) have identified that Certified Public Accountants (CPA) have
experienced several ethical conflicts between what CPA’s responsibility is to the public
and the responsibility towards their clients due to the moral choices that the accountant
needs to make on the bases of the rules within the code of ethics and conduct. Boylan
(2011) has suggested that accountants are perceived to act as protectors when it

comes to public trust due to the nature and sensitivity of the profession. According to

12
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(Payne, et al., 2018) accountants are under pressure and research concluded that due

to a rise in ethical dilemmas it has forced accountants to act unethically.

Griffith (1986) cited in Bora and Saha (2016) research claims that all accountants for
companies are fiddling its profits and that the books have been cooked in some way
or another because it lets accountants to adjust figures to make accounts look better
than what they are although reports that this is seen as perfectly normal and legitimate
as it is ‘creative accounting’ this then defeats the principle in accounting to give a true
and fair view. According to (Malhotra, 2013) creative accounting is a perfectly legal
way to abuse accounting rules, principles and standards, it allows accountants to
adjust figures to give a better overall picture of the company although this promotes
inconsistency (Remenaric, et al., 2018) claims that it is a way to bend the rules to keep
up with competition or the economic environment this however, is not illegal nor is it
ethical in any way. Gill (2009) identified that accountants had claimed “that their
actions are strongly influenced by factors which they believed to be out of their hands”
however, this could just be an excuse for poor ethical behaviour, lacking in moral

values and bad decision making.

2.1.2.4 Employee ethics in the accounting profession

Employee ethics differs from ethics as it refers to how individuals claim how their
actions within the workplace are morally right or wrong (Gill, 2009). Trapp (2011)
suggests that businesses must have codes of conduct in order to ensure that there is
good ethical employee behaviour however, the question is that if superiors are
unethical or do not comply with the code of conduct then this may impact the behaviour

of employees within a business.

13



Kirsty Bevan P152179

There is a relationship between code of ethics and code of conduct. Code of ethics is
for decision making whereas code of conduct governs actions these both represent

two ways commonly that companies use to self-regulate (Global Alliance, 2018).

Rules and
Regulations

Research

Moral
Principles

Figure 2.2 The relationship of codes of ethics and codes of conduct source: (Global Alliance, 2018).

Gill (2009) Identified that lower-level staff in accountancy felt that they are told what to
do by staff higher than them and considered it a relief at times as it meant someone
else was responsible for any mistakes and concluded that there was a lack of morality
among the interviewees, the literature outlines that if ethical principles and behaviour
have not been applied throughout their accounting careers then they could face ethical
dilemmas and lack socially responsible when the time comes to becoming a senior
accountant. The term ethical dilemma occurs in situations where a tough decision
needs to be made which goes beyond moral principle of what is right or wrong (Trapp,

2011).
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2.1.3 Ethical behaviour of individuals

The concept of ethical behaviour is perceived as what is good and what is right within
the governing moral code, thus is usually driven by moral values. ICAEW (2019)
suggest that all members should “demonstrate the highest of standards” and that
“ethical behaviour plays a vital role in the reputation of the accounting profession”
although Thomas (2018) notes that ethical behaviour of professional accountants
cannot by any means be enforced based on ethical codes alone and claims that there
is a demand for higher standards of behaviour from accountants and his research
suggests that there should be more guidance available on ethical dilemmas through

professional standards.

There are several factors that can hinder ethical behaviour of individuals, employees
and businesses however, a major factor is time pressure to meet deadlines which can
result in cutting corners especially in the accounting profession according to (Koh, et
al., 2018) and which studies have then raised concerns on how it can impact ethical

decision making.

2.1.3.1 Ethical decision making

Ethical decision making can be a complex process and can be influenced by individual
factors or situational factors Crane and Matten (2016) have produced a framework for

understanding the ethical decision-making process.
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Framework for understanding ethical
decision-making

Individual factors

Recognise Make moral Establish Engage in
moral issue judgement moral intent moral
behaviour

Situational factors

Figure 2.3 Framework for understanding ethical decision-making source: (Crane & Matten, 2016).

According to Crane and Matten (2016) framework individual factors that influence the
ethical decision-making can be age, gender, experience or socialization whereas the
situational factors such as reward systems, job role or the workplace culture are the
most important to consider as it can result in making an unethical decision as in the
accounting profession this may occur due to tight deadlines or pressure from clients.
Although there seems to be a gap in current literature if there is any gender bias or if

codes minimise bad practice.

Various research has outlined that in the accounting profession the application of
ethical decision making has become a major social issue which has had an impact on
the reputation of accountants (Flanagan & Clarke, 2007) however, Hall et al (2005)
argues and has indicated that accountants should not need any sort of approval from
others when it comes to making ethical decisions within the workplace due to their

commitment and nature of their job within profession.

Although Payne et al (2018) pointed out that accountants are pressurised constantly

because of the lack of time. Kannaiah and Kumar (2009) found that accountants tend
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to have two decisions the first being to keep their clients and the second is to face
losing them. However, for accountants or anyone for that matter to make better ethical
decisions then there must be an element for some sort or morality or moral reasoning
(Ghoshal, 2005). Decision-making for accountants can be difficult when facing ethical
dilemmas with clients and can result in either pleasing clients or abiding to the
professional code of ethics (Adams, et al., 1995). Whereas West (2017) suggests that
accountants are applying Aristotle’s approach on ethics which lacks ethics of self-

interest and morality.

2.1.4 Importance of morality for accountants

Morality and ethics are slightly different but are often perceived as the same thing
however, this is not the case. According to Crane and Matten (2016, p. 8) “Morality is
concerned with the norms, values, and beliefs embedded in social processes which
define right and wrong for an individual or community”, whereas already identified that

ethics is theory-based and focusses on rules and principles within professions.

Flanagan and Clarke (2007) recognised from literature that morality is very important
as ethics would not be possible without morality as ethics is usually a reflection on
morality, (Bostan, et al., 2011) in agreement suggest that accounting has a close
relationship with ethics and morality and blames a lack of morality for bad ethical
judgement, behaviour and decision making as seen in figure 2.3. Accountants must
make moral choices based on the professional code of ethics and conduct and not on
pleasing their clients and thus can cause conflict and ethical dilemmas as (Adams, et
al., 1995) identified that accountants do not always make the right moral choice. The
concept morality is formed on integrity, honesty and acting in good faith which is one
of the fundamental principles related to accounting profession and thus is the reason

why ethics and morals are an important factor in accounting (Yurt & Elitas, 2013).
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2.1.5 Law and legislation

A substantial amount of literature has referred to the law and legislation having little
effect on the accounting profession and the literature has identified that accountants
are becoming increasingly unethical in judgement, behaviour and morality and have
suggested that accountants bend the rules, commit fraud or cook the books which

raises questions on the effectiveness of discipline procedures and the law.

Ethics, morality and the law are all connected but differ from one another. To be
unethical or unmoral is not illegal however if someone was to break the law that is
illegal and will result in consequences. The law is a system of rules and regulations

which governs the whole society and can enforce penalties to anyone who breaks the
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Figure 2.4 Model of the relationship of Ethics, Morality and Law source: (Jawad, 2018).

Flanagan and Clarke (2007) have identified that morality, ethics and the law cannot
be separated when it comes to such studies on the behaviour of professional
accountants. Literature indicates that without the law being present or connected to
morality and ethics then it would encourage bad ethical decisions, behaviour and
judgement (Bostan, et al., 2011). The law is a big part within the accounting profession,
accountants can face serious fines, lose their qualifications and or even imprisonment
when it comes to financial fraud and that is why there is a Fraud Act in place in England

and Wales (David, et al., 2018). However, several studies such as (Bora & Saha,
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2016), (Caglio & Cameran, 2017), (Remenaric, et al., 2018) and (Thomas, 2018)
suggest that professional bodies need to tighten disciplinary actions and procedures

when accountants break the rules.

2.2 Accounting principles for professional accountants

The International Federation of Accountants (IFAC) report that they have “revamped”
codes of ethics for professional accountants and became effective in December 2018
and further updates are effective in June 2019. The reason for doing this according to
the IFAC is to serve the public interest and to promote high quality professional
standards. There are five fundamental principles within the code of ethics for

professional accountants and have a conceptual framework to ensure a better

standard of ethical behaviour within the accounting profession (IFAC, 2018).

Objectivity Confidentiality

» -

Professional
Behavior

y

Integrity '
THE

Professional CONCEPTUAL
Competence ‘ FRAMEWORK ’ Independence

and Due Care

Figure 2.5 The conceptual Framework for professional accountants’ source: (IFAC, 2018).

The framework is a set of five principles that applies to all professional accountants
who are members of this professional body with the addition of independence. The
code of ethics and conduct for professional accountants within ACCA, CIMA, and

ICAEW are all based upon IFAC code of ethics (see appendix 3).
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However important the five key principles are within the code of ethics for accountants
there seems to be a limited understanding and a lack of clarity on the effectiveness of

principles within the codes of ethics or if accountants know what those principles are.

Payne et al (2018) and (Gill, 2009) all claim that no code of ethics no matter how strong
or serious the penalties are will ever remove the pressure an accountant can face or
to act unethically, this could be pressure from clients or bosses, greed or immorality.
Furthermore, Flanagan and Clarke (2007) propose that such changes to codes of
ethics from professional accounting bodies will not fix the problem as they realised
that some accountants do not even know the code and unfortunately this will always

attract criticism especially when the next accounting scandal occurs.

However, there is also a three-step approach which all accountants are required to
apply when it comes to dealing with ethics and independence issues, The IFAC
suggests that this approach helps to identify, evaluate and address any threats they
may face in compliance with the fundamental principles within the code of ethics
(IFAC, 2018) although there is no mention of training or practical support and suggest
that if a threat cannot be addressed using the three-step approach then the only option

for an accountant would be to decline or end the activity or service.
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Figure 2.6 source: (IFAC, 2018).

Professional accounting institutes such as ICAEW, IFAC and IFA are trying to improve
the code of ethics, frameworks to overcome ethical dilemmas and the behaviour of
their accountants (Kannaiah & Kumar, 2009) although whether it will have an impact
or not as it is evident than in previous years the code of ethics or ethical behaviour has

been abused by professional accountants.

However, there seems to be no agreement on the effectiveness of codes between
authors and researchers as (Flanagan & Clarke, 2007) argues that this implies that
ethics is no longer seen as a positive but a negative hurdle to overcome especially
when it comes to ethical decision making. Malhotra (2013) Indicates that it is more
beneficial for accountants to be more ethically aware and claims this is “over and
above” the rules, principles and regulation of accounting however many disagree with
that (Thomas, 2018), (Payne, et al., 2018), (Bora & Saha, 2016) and (Adams, et al.,

1995).
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2.2.1 Accounting scandals

There have been many major accounting scandals, examples outlined in chapter 1
which have had a negative impression on the reputation of accountants and the
profession itself (Gill, 2009). A large number of studies such as (Caglio & Cameran,
2017), (Gill, 2009), (Bora & Saha, 2016) and (Malhotra, 2013) have identified that
accountants are facing huge ethical situations due to the number of accounting
scandals that have risen in recent years and notes that the publics perceptions or trust
of accountants have been majorly impacted. Gill (2009) suggests that accounting
scandals are becoming the norm and that accountants who run the financial world
cannot really be trusted. If such big companies can commit criminal and unethical

activity it raises concerns on all accountants (Bora & Saha, 2016).

Research suggests that a way to reduce accounting scandals and help to improve the
ethical behaviour, morals and ethical decisions of accountants would be to remove the
concept of creative accounting due to accountants abusing the system which has
impacted the reputation of accountants and their integrity and accountability within the
finance world (Remenaric, et al., 2018), (Yurt & Elitas, 2013) and (Higgs-Kleyn &
Kapelianis, 1999). Limitations that have been discovered within the current literature
has concluded with a question of, do accountants even realise the importance of their
responsibility in the profession or if they are breaking the accounting rules, standards

and the code of ethics daily.
2.3 Conclusion of the literature review
This chapter has now achieved objective one:

To critically analyse previous academic literature on the rationale of self-regulatory

codes within the accounting profession.

Also, in part of objective two:
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To analyse the importance of self-regulatory codes on the ethical behaviour within the

accounting profession.

In conclusion to this literature review, it is evident that there is a substantial amount of
research on regulation, ethics and major principles within the accounting profession
although having little effect on the behaviour of accountants (Payne, et al., 2018).
Many studies focus solely on how accountants are responsible within the profession
(Adams, et al., 1995) but there seems to be a lack of literature and studies on how
ethical lower-level employees are within the accounting profession regarding a small
business compared to how ethical senior staff such as managers or owners who work

within the business.

Furthermore, there is a limited amount of research on the pressure employees in the
accounting profession are currently facing when it comes to following accounting
principles and professional codes of ethics whilst trying to please their managers or
clients (Malhotra, 2013). Many studies such as (Caglio & Cameran, 2017), (Bora &
Saha, 2016), (Malhotra, 2013) and (Gill, 2009) refer to major corporate accounting
scandals and the lack of ethics for professional accountants whereas this dissertation
has identified that there is a lack of studies that focus on the effectiveness of codes of
ethics and the importance of ethical behaviour for accountants in smaller accounting
practices. The next chapter seeks to identify the most suitable methodology that will
be used to conduct primary research in relation to the gaps that have been recognised

in the literature review.
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Chapter 3 - Methodology

3.0 Introduction

The previous chapter achieved the first objective of this study and has demonstrated
the importance of self-regulatory codes of ethics within the accounting profession.
Also, the previous chapter identified and highlighted a gap in research on the
effectiveness of codes of ethics and the importance of ethical behaviour of
professional accountants. To provide a further understanding on these important but
problematic key areas the purpose of this chapter aims to achieve the second

objective of this dissertation:

To analyse the importance of self-regulatory codes on the ethical behaviour within the

accounting profession.

To meet this objective the researcher identified the most suitable methods and
methodology in order to conduct primary research. A mixed method approach was

utilised with both an online questionnaire and interviews.

The method of primary research will be analysed using Saunders, et al (2016)
Research Onion which provided guidance in understanding the importance of
research and will aid the researcher in the process of identification and justification
when choosing the research strategy, data collection methods and data analysis

techniques best suited for this dissertation.

Research has been defined by Collis & Hussey (2014, p. 2) as ‘research is a
systematic and methodical process of inquiry and investigation with a view to
increasing knowledge’, another definition by Saunders et al (2016, p. 6) is that
‘Research is a process that people undertake in a systematic way in order to find out

things, thereby increasing their knowledge’. These definitions are both in agreement
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with one another as both have the same meaning when it comes research as it is an
important factor to increasing knowledge or understanding and, in this study,
contribute to a greater understanding of the effectives of self-regulatory codes in the

accounting profession.

3.1 The Research Onion

Philosophies

Experiment

Approaches
Mono method

Case
study

Cross-

sectional Strategies

Data
collection
and data
analysis

Action

Choices

Longitudinal

Time
horizons

Multi-method

Archival research
Techniques and

procedures

Figure 3.1 The Research Onion Source: (Saunders, et al., 2016).

This research has identified a suitable methodology, which gives ground for the
associated research paradigm required to collect and analyse primary data within the
context of the effectiveness of codes of ethics for professional accountants. The
primary data collected aims to gain a greater understanding on the codes of ethics for
accountants and the perceptions of those who take part within the study (Saunders,

et al., 2016). There is a paucity of academic research particular to the effectiveness of
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codes of ethics and the ethical behaviour of professional accounts. Based on this,

further investigation is necessary to address the gap in current literature.

3.1.1 Philosophy

To create the research, the most suitable pragmatism view of philosophy has been
selected upon (Collis & Hussey, 2014). To do so, the researcher used an analysis of
paradigms carried out by Patel (2015) which has been formed by other sources such
as Crotty (1998) and Scotland (2012) a long with Saunders et al (2009). The
philosophies chosen for this research are positivism and interpretivism. A positivist
approach will be used to analyse the closed questions in the questionnaire;
interpretivism will be used to analyse the interviews and open-ended questions in the

guestionnaire.

3.1.2 Approach & strategy

There are two parts to data collection in this study. An online questionnaire was
conducted and analysed first as this allows the results to then be used to explore in
more detail with qualitative research therefore an explanatory sequential mixed
method has been implemented. The results of the online questionnaire informed the
interviews, which were undertaken in order to fill the gaps or uncertainties highlighted
by the online questionnaire. First a questionnaire will be used as a primary data
collection method as this will give a positivist approach which will enable the study to
be replication to other researchers and there is not a need to be based on evidence
(De Villers, 2012). This questionnaire a quantitative approach will allow the collection
of data to effectively evaluate the research question posed (Sahay, 2016). Secondly,
semi-structured interviews will take place with key participants who are involved in

accounting practices as a means of purposive sampling and targeted at participants
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with a demographic and personal background within the research subject. This is an
interpretive approach (Silverman, 2016)which has proven suitable for this dissertation
as current problems have not yet been clearly specified. This approach adapts to an
interpretivist theoretical perspective (Creswell, 2014) which enables the researcher to
investigate and gain a perception into the subjective reality within the social
phenomena (Dudovskiy, 2018). This has been recognised as an appropriate method
of exploring and finding new information that can expand on previous research on this

subject (De Villers, 2012).

3.1.3 Choice

The researcher has decided on a mixed method approach as this will allow to conduct

both qualitative and quantitative research.

This research will require participants perspectives to be analysed using qualitative
and quantitative research which the researcher will then triangulate as the strategy of
combining a mixed method approach. (Grix, 2004, p. 135) defines triangulation as ‘A
process in which the researcher uses two or more research methods to investigate the

same phenomenon’.

3.1.4 Time horizon

The time horizon within the research onion indicates the time it can take to conduct
research and data collection, as this is a short-term study the most appropriate time
horizon would be cross sectional which would also enable further studies later if

needed.
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3.1.5 Techniques: data collection and analysis

3.1.5.1 Data collection

Saunders et al (2016) suggest that using multiple data collection methods enables to
gather a wider understanding such as interviews can identify theme and any issues,
and the questionnaires can address anything identified for further depth in the
interviews. Using both qualitative and quantitative primary data collection methods
then enables the researcher to triangulate the combination of methodologies in the
study. The qualitative data will be collected using email interviews due to time

constraints (Hawkins, 2018).

3.1.5.2 Survey design

A questionnaire is a predetermined set of questions used to collect data, which is a
tool for collecting and recording information based on the objectives of the research
and it is important to clearly define how the findings will be used (Denscombe, 2010).
A questionnaire is the most used data collection tool in social science research as they
are a method of collecting quantitative research in the form of numbers which can then

be statistically tested (Saunders, et al., 2009).

The online questionnaire format consisted of fourteen closed questions and four open
ended questions to ensure a rich depth of data could be collected, the reason for this
is that (Creswell, 2014) suggests that survey results will be more successful if using
mixed methods and can cut the time of completion which could attract more
participants. Optional open-ended questions help to gather a deeper understanding
and identify any themes which will help with the design of the questions for the
interviews (Collis & Hussey, 2014). It was hoped that an online survey would be the
most appropriate and valuable way to collect data on sensitive issues (Warren &

Tweedale, 2002).
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3.1.5.3 Pilot study

A pilot study was conducted in order to ensure that the primary research adopted the

principles of reliability and validity, ensure it is ethically appropriate and demonstrated

clarity to the user. This would allow questions to be amended or adapted (Saunders,

et al., 2016). To test for clarity the pilot study consisted of a convenience sample to

ensure that the online survey was appropriate for the intended participants.

3.1.5.4 Question and literature review matrix

Questions in survey

Relation to chapter two

Q1 Please tick the gender that best
describes you?

Q2 How old are you?

Q3 What is your job role?

Q4 What is your length of experience in
the accounting profession?

Q5 Please tick your qualifications

Questions 1-5 were all demographic
which will help to gather relevant
information on participants to then test
using SPSS.

Q6 Do you have a code of conduct
within your workplace?

Importance of codes L’etang (1992)
Perception of codes Payne et al (2018)
Codes in the accounting professional
bodies ACCA, CIMMA, ICAEW

Figure 2.2 relationship of code of ethics
and conduct Global Alliance (2018)

Statement question Q7:
Voluntary codes reduce the incidence of
fraud in the accounting profession,

Self-regulation is not enough

Codes, principles and regulation for
professional accountants (ICAEW),
(ACCA), (CIMA)

Statement question 7:

Accounting scandals have had a
negative impact on the reputation of the
accountancy profession

Accountants are facing ethical issues
and poor reputation because of
accounting scandals Caglio & Cameran
(2017), Gill (2009), Bora & Saha (2016)
and Malhotra (2013)

Q8 In your opinion, what measure or
measures would reduce the incidence
of fraud in the accounting profession?

Regulation for professional accountants
Carroll and Buchholtz (2009)

Curbing creative accounting Malhotra
(2013)

Statement question 8;
| have never faced an ethical dilemma,

| think | could behave more ethically in
the accounting profession

Ethical decision-making framework
Crane and Matten (2016)
Accountants are unethical in decision
making Flanagan and Clarke (2007),
Hall et a (2005), Kannaiah and Kumar

11
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| have observed unethical behaviour in
the accounting profession

(2009), Adams et al (1995), West
(2017)

A Model Code of Ethics for Decision
Making in Accounting Professions
Payne et al (2018)

Q9 Please select all the following
reasons which you think make the
accounting profession liable to fraud

Code of ethics for professional
accountants IFAC (2018)

Q10 Which of the following principles do
you know and understand in the code of
ethics?

Code of ethics for professional
accountants IFAC (2018)

Q11 In relation to Q10, which do you
think is most important principle and
why?

Morality and Ethics of Accounting Yurt &
Elitas (2013)

Q12 Please tick your agreement with
the following statements (5 principles
within the code of ethics)

Curbing Creative Accounting: Role &
Effectiveness of Ethics Malhotra (2013),
Professional Responsibility and Ethics
in Accounting Thomas (2018)

Q13 What do you think would keep
accountants honest?

Beyond a Code of Professional Ethics:
A Holistic Model of Ethical Decision-
Making for Accountants Flanagan and
Clarke (2007)

Q14 Have you ever observed unethical
behaviour by others?

Three-step approach for accountants to
apply when dealing with ethical issues
IFAC (2018)

Q15 Being part of a professional
accounting body provides me with the
guidance | need

Self-regulation accounting bodies model
appendix 2 adapted from Johnson
(2016)

Q16 which do you think would help
accountants to be more ethical?

Government regulation, education and
training, guidance from self-regulating
accounting bodies; ICAEW, CIMA,
ACCA, IFAC, FRC

Q17 Can you match each term to the
correct definition? (code of ethics, code
of conduct, code of practice)

Codes Le’tang (1992) Regulation, self-
regulation, law, codes of ethics for
accountants

12
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Q18 How important are ethics for you in
the decision making in the accounting
profession?

Ethical decision-making framework
Crane and Matten (2016)
Accountants are unethical in decision
making Flanagan and Clarke (2007),
Hall et a (2005), Kannaiah and Kumar
(2009), Adams et al (1995), West
(2017)

A Model Code of Ethics for Decision
Making in Accounting Professions
Payne et al (2018)

Q19 Any questions or comments
relating to the issues in this survey
would be very welcome

This open-ended question will be
analysed in relation to any themes that
have arisen, and it is hoped that it will

contain qualitative answers.

Table 3.1 Questions in the questionnaire relating to chapter two the literature review

3.1.5.5 Interview design

The researcher conducted three interviews, who have been purposively selected as
expert participants with experience in the accounting profession. All three of them via
email in order to provide a rich, interactive interview with respondents who are busy

and would prefer to answer one question at a time (Hawkins, 2018).

3.1.5.6 Analysis

To analyse the quantitative data collected from the online questionnaire will be of a
numerical form and the researcher will use SPSS version 25 and statistical analysis
of the quantitative closed questions using a Likert scale. The open-ended questions
will be analysed using a thematic approach to seek out any common themes, trends
or patterns. The qualitative data will be collected using semi-structured interviews will
firstly, be transcribed and then analysed to look for any common themes, current
trends or patterns. The transcripts and full resources can be found in the appendix 4,
5 and 6. Using both qualitative and quantitative primary data then enables the

researcher to triangulate the combination of methodologies in the study.

13
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3.2 Sample

A purposive sample is one that is non-probability as the researcher uses their
judgement to select participants who are involved with their topic (Saunders, et al.,
2009). Due to the nature of the research project, to collect the most relevant and
credible primary data the participants were purposively selected upon as professionals
within the accounting industry through various social media platforms such as LinkedIn
and contacting professional accounting bodies such as ICAEW. Collis and Hussey
(2014) suggest that having a poor sample or one that is inaccurate can result in a
measurement of data that can be misleading and therefore the research would not be
valid. Therefore, the online questionnaire is hoped to have a larger sample size
containing quantitative data compared to the smaller sample size of the semi-
structured interviews with qualitative data. The total population of professionals
working in the profession is globally large therefore, links to the online questionnaire
were posted on the researchers professional LinkedIn account. Collis and Hussey
(2014) suggest that due to time constraint of the study, the sample size needs to be
feasible and therefore the sample chosen was a minimum of one hundred people
which is more than adequate however, there were one hundred and sixty-seven

participants.

3.3 Reliability and validity

Validity has been defined as ‘Validity is an integrative, evaluative judgement of the
degree to which empirical evidence and theoretical rationales support the adequacy
and appropriateness of inferences and actions based on test scores and modes of
assessment’ (Messick, 1989). Thus, is another reason for the pilot study with the
online survey and, why the researcher decided to use a mixed method approach to

ensure that primary data will be of great validity. Collis and Hussey (2014) suggest to

14
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get more validity when collecting data is to do more than one method and is the reason

for the online surveys and semi-structured interviews.

Reliability refers to how reliable is the data and if the primary data was to be repeated
then the outcomes should always be approximately the same and the results should
be consistent (Lodico, et al., 2010). The reliability and validity of primary data has been
selected by the researcher carefully which has a purposive sampling procedure and
will only consist of professionals within the accounting industry and has assessed that
the data collected will be of a creditable, valid and reliable source to ensure it is
accurate with the aims and objectives of the research explains (Saunders, et al.,

2009).

3.3.1 Triangulation

‘Triangulation involves the practice of viewing things from more than one perspective’,

(Denscombe, 2010, p. 346).

Data Triangulation is also another technique chosen for this dissertation to ensure
more validity and reliability in the primary data and can minimise the chances of any
biased findings as the data can be observed from different angles and thus will give

more accurate findings and conclusions (Grix, 2004).

Denscombe (2010) suggests that methodological triangulation allows the findings from
mixed methods to be contrasted, compared, or even combined, findings from one
method that being an online questionnaire could find something new or different to

explore further in the other method of face-to-face interviews.

3.4 Limitations

Firstly, one major limitation within this dissertation is the amount of time needed to

access essential resources and to collect primary research and analyse the data. To
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minimise this limitation, the researcher has provided a Gantt chart which will also

improve the management of time.

Secondly, another limitation is the measurement of validity in evaluating secondary
data as it might fail to provide any valid answers or meet any objectives within the
research (Saunders, et al., 2009) and thus is why the researcher has decided upon a

mixed method approach.

Thirdly another limitation the researcher could encounter is that the intended
participants may not want to participant in the interviews or take part in an online
guestionnaire however, to reduce this limitation the researcher has decided to use a
number of social media platforms such as LinkedIn to reach out to professionals In the

accounting industry.

A limitation that the researcher came across was that a participant commented on the
wording of one particular question, the question was please select all of the following
reasons which you think make the accounting profession liable to fraud? their
suggestion was that liable was not quite right and suspectable would have been a

better suited word.

3.5 Ethical considerations

Ethics is a vital element that needs great consideration for anyone who is conducting
research as it refers to the formation and rationale of the research topic, the design of
research, data collection, process and the storage of data and research findings must

be completed in a responsible and moral way (Saunders, et al., 2009).

Saunders et al (2009) explain that no research should cause harm or risks to
participants intended or not and careful consideration should be taken to ensure

interviews and questionnaires do not cause the participant to feel stressed nor should
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guestions be intrusive. The UWTSD ethics forms required approval from the
supervisor and co-ordinator and was approved. The online questionnaire clearly
facilitated passing ethics protocols because of the anonymity and confidentiality

provided by online questionnaires.

The research that will be conducted should not raise any concern with ethical risk due
to all the participation being voluntary and over the age of eighteen. The surveys and
interviews were intended for participants who have a professional career in accounting
or involved within the accounting profession. Participants can withdraw at any stage if
they wish too. However, all the data that does get collected will be confidential and all
participants will be kept anonymous. The data collected will be saved correctly and

password protected.

3.5 Conclusion

To conclude, this chapter has successfully identified and explained the research
methodology and completed the second objective. The justification of the pragmatic
mixed methods that will be used in this study have been clearly explained. Chapter
four hopes to collect, analyse and present the findings from the data collection

gathered by the methods that were identified in this chapter.
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Chapter 4 - Data analysis

4.0 Introduction

Chapter three consisted of the methodology for the primary research and was clearly
defined. This chapter seeks to contribute towards fulfilling the aim of this dissertation
which is to provide a critical analysis of the effectiveness of codes of ethics in the

accounting profession.

The purpose of this chapter is to analyse the data that has been collected through

mixed methods present the findings to achieve objective two:

To analyse the data collected to understand the effectiveness of self-regulatory codes

on the ethical behaviour within the accounting profession.

Data collection was sequential and accordingly, this chapter will analyse and present
findings from first the online questionnaires and second the interviews. The survey
was distributed to approximately six hundred accounting professionals however the
total number of responses was one hundred and sixty-seven therefore the response
rate was 28% which according to (Collis & Hussey, 2014) is a successful response

rate. Whereas with the interviews there were three out of a possible of 12 participants.

4.1 Data analysis

Data analysis is referred to the organisation and sorting of the data that has been
collected, in order that data can be categorised, so it becomes more manageable and
patterns or themes will naturally arise (Collis & Hussey, 2014). The analysis was

mindful of the aim and objectives of this dissertation.

4.2 Methods

Online questionnaires produce quantitative data and an appropriate method of
analysis is to statistically test the data using SPSS. The analysis was grounded as a
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positivist approach using a mix of statistical tests; the independent samples t-test and
crosstabulation using Pearson’s Chi-Square test of independence. The purpose of the
independent samples t-test is to compare the means of two sets of values from one
variable to see if there is a statistically significant difference in two unrelated groups
(Griffith, 2010). Whereas the Pearson Chi-Square test is a honparametric test which
determines if there is an association between variables, results of this test will suggest

that variables are independent or related (Owen & Jones, 1992).

The researcher was faced a challenge with the data to ensure that the quantitative
data could produce purposeful information in the most appropriate way for the analysis
and presentation and subjective decisions were made as the number of ‘non-binary’
(1) and ‘self-describe’ (3) in the gender demographic question were too small or
diverse to be anything of meaningful, both were not used in the analysis of statistical
testing however their responses will be used in analysing any qualitative data.
DeCoster (2004) suggests that this is common for most in the analysis process to
ensure that the presentation is clear. Doig and Groves (2006) explain that one of the
requirements of research is to ensure the presentation of results are understandable,

reliable and valid.

4.3 Demographics

This question was posed because the researcher was interested to see if gender had
any impact on the perceived effectiveness of self-regulatory codes in the accounting
profession. Due to gender research becoming more complex based on societal
changes, this proved to be a difficult question (Runnels, et al., 2014). However, for the
purpose of this chapter, there were 56% of participants were identified as female and
44% who identified themselves as male. The figures represent that in this study there

are more females than males in the profession.

7
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gender

100

30

G0

Frequency

404

20

Male Female

gender

Figure 4.1 Graph of gender identification.

To use SPSS, quantitative data needed to be coded into nominal categories such as
male = 1, female = 2 (Stephen, 2015). There were lots of Likert scale questions and
therefore the coding for these possible answers were strongly disagree = 1, disagree
= 2, neither agree nor disagree = 4 and strongly agree = 5. Any questions which
allowed multiple answers resulted in every possible answer to be split into variables,
not chosen = 1, chosen =2 (Wuensch, 2002). Results before coding can be found in

appendix 5.

Question two asked respondents to specify which age bracket they belonged to. A
crosstabulation analysis was conducted to see if that older participants have more of

less agreement with the importance of ethics however, a crosstabulation analysis
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revealed that all ages agreed or strongly agreed (Crane & Matten, 2016). See table

4.1.

Age

60

50

40+

Frequency

20

104

T T T
18-24 25-35 36-45 46-55 56-65 65 or older

Age

Figure 4.2 Age classification results.

Age * Ethics is accounting is important Crosstabulation

Count
Ethics is accounting is important
Strongly Meither agree Strongly
Disagree nor disagree Agree agres Total
Age 18-24 2 1 G 17 29
25-35 1 1 12 39 53
36-45 2 0 G 24 3a
46-55 0 2 5 26 33
A6-65 1 0 1 8 10
G5 or older 1] ] ] 1 1
Total f 4 36 115 161

Table 4.1 Crosstabulation analysis of age and importance of ethics.
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Question four was based on the respondent’s experience within the accounting
profession see figure 4.3. The top three were 2-5 years, 10-20 years and 20+ years
however, there was not much difference in frequency between all six possible

categories.

Experience

40+

304

Frequency
G

104

T T
less than one 1-2 years 2-5 years 5-10 years 10-20 years 20 + years
year

Experience

Figure 4.3 Graph of possible years of experience.

4.4 Codes of conduct

Question six was significant because as discussed in chapter 2, codes have an effect
on the ethical standards and behaviour that is required from professionals in the
accounting profession (Green & Weber, 1997). Trapp (2011) suggested that codes of
conduct are very important as they govern the behaviour of individuals. The question
asked patrticipants if they have a code of conduct within their workplace there was a

total of 22% who picked no, unsure or other.

10



Kirsty Bevan P152179

Q6 code of conduct

1257

100

T3

Frequency

a0

257

!
Ma unsure Cther

Q6 code of conduct

Figure 4.4 Graph defining if respondents have a code of conduct in their workplace.

4.5 Independent T Test

4.5.1 Gender and fraud in accounting
Question seven consisted of ten statements on a Likert scale based on ethical conduct
of accountants however only the top five important were selected for testing regarding

fraud and accountants abusing the creative accounting concept. The hypothesis for

this test was;

e H1 accounting professionals regard ethical conduct in the accounting
profession as important.
e HO accounting professionals do not regard ethical conduct in the

accounting profession as important.

11
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The most appropriate test for this is the Independent Samples T Test. To find out if the
results of the test are significant or not the researcher must calculate the p-value, 0.5%
or lower would result in rejecting the null hypothesis because it would mean that there
is a statistically significant difference has occurred if it is greater than 0.5% then there
would be no significant difference between two variables (Griffith, 2010). The results
in table 4.2 show that only one of the five were significantly different between genders
the Sig. (2-tailed) or P-value was 0.026% which is less than 0.5% the therefore the
hypothesis was rejected however, the other p-values were greater than 0.5% and
therefore the test has proved that there is no significant difference, so all accounting
professionals regard ethical conduct as important. 40 participants agreed or strongly
agreed that creative accounting is acceptable whereas chapter 2 identified that
accountants use creative accounting principles to abuse the code of ethics and fiddle
the books (Malhotra, 2013), (Bora & Saha, 2016) and (Remenaric, et al., 2018). 71

selected that only serious penalties will reduce the incidence of fraud (Thomas, 2018).

108 participants agreed or strongly agreed that accounting scandals have had a
negative impact on the reputation of the accounting profession, this was identified in
chapter 2 (Higgs-Kleyn & Kapelianis, 1999), (Yurt & Elitas, 2013) and (Caglio &

Cameran, 2017) . See appendix 7 for the frequencies of the answer.

12
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Independent Samples Test

Levene's Test for Equality of

YVariances t-test for Equality of Means

F Sig. 1 df Sig. (2-tailed)

Creative accounting is Equal variances G.446 012 -2.243 15649 0286
acceptable assumed

Equal variances not -2.187 132.867 030
assumed

Yaluntary codes reduce Equal variances a7a 324 -.545 160 BT
the incidence of fraud in assumed

thrifaec;s':i'sgtmg Equal variances not -.534 145.057 Ra1th
F assumed

Only serious penalties Equal variances 4 765 030 -1.387 160 JA67
reduce the incidence of assumed

[EEE Equal variances not -1.365 141.150 ATA
assumed

Ethical decision making Equal variances TE1 .3a4d 227 1569 A
inaccounting is a major assumed

o] s Equal variances not 225 143.710 823
assumed

Accounting scandals Equal variances 1.352 247 -.075 1549 840
have had a negative assumed
impact on the reputation :

Equal variances not -.074 141.164 A

of the accountancy
profession

assumed

Table 4.2 Independent T Test of gender and fraud in the accounting profession.
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4.5.2 Gender and reasons that make the accounting profession liable to fraud

This question was very interesting as there was no requirement to answer as all
guestions were optional. There was an option for other comments not one participant
mentioned that the accounting profession is not liable to fraud, what was surprising is
that each possible option had been picked at a minimum of 80 times. 110 out of 162
participants selected that the reason accountants are liable to fraud is the undue
pressure from their superiors, 112 selected that it is down to bribes and 114 selected
that it is due to conflict of interest which is principle 2 of the code of ethics for
professional accountants (IFAC, 2018) which suggests that accountants are breaking
their code of ethics and not following the rules and regulation (Flanagan & Clarke,

2007), (Payne, et al., 2018) and (Adams, et al., 1995).

Table 4.3 below has identified that there was only one significant difference between
gender and reasons for the liability of fraud and that was manipulation of information
the Sig.(2-sided) P-Value is 0.014% which is lower than 0.05% over double the amount
of females chose that answer compared to males so in this instance the null hypothesis
is correct however, there is no significant difference with the other variables and

gender.

14
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Independent Samples Test

Levene's Test for Equality of

Wariances t-test for Equality of Means
F 5ig. t of Sig. (2-tailed)
Reasons why Equal wariances 568 452 -.374 160 F0g
accountants might be assumed
liable to fraud - undue -
. Equal wvariances not -.375 1653642 .Foa
pressure from superiors ]
Reasons why Equal variances T.969 005 1.547 160 124
accountants might be assumed
liable to fraud - rules and -
regulation not being Equal wariances not 1.534 145,922 127
followed assumed
Reasons why Equal variances 11.838 001 2475 160 014
accountants might be assumed
liable to fraud - -
maipulation of Equal wariances not 2453 146 616 n1s
infoarmation assumed
Reasons why Equal wariances 023 .8e0 -.076 160 840
accountants might be assumed
liakle to fraud - bribe Equal variances nat -076  152.519 940
assumed
Reasons why Equal variances 1.988 161 730 160 AGT
accountants might be assumed
!laﬂble i) TEIE] = M Equal variances not J27 149.894 469
influence ]
Reasons why Equal wvariances 5514 020 11652 160 251
accountants might be assumed
:ftf;'rié? fraud - eanfict ot Egual variances not 1.163 156.863 .247
assumed
Reasons why Equal wvariances .00s 944 -.035 160 av2
accountants might be assumed
liable to fraud - ’
. . Equal variances not -.035 152.205 arz
professional misconduct S =]
Reasons why Equal wariances 045 833 -.108 160 B16
accountants might be assumed
liable to fraud - greed Equal variances not 105 152278 916

assumed

Table 4.3 Independent T Test of gender and reasons why accountants are liable to fraud.
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4.6 Crosstabulation analysis and Chi-square tests

4.6.1 Gender and pressure to falsify accounts

The statistical results in table 4.2 shows that 20 agreed or strongly agreed that they

have been put under pressure to falsify accounts.

Gender * | have been put under pressure to falsify accounts Crosstabulation

Count
| have been put under pressure to falsify accounts
Strongly Neither agree
Disagree Disagree nor disagree Agree Strongly agree Total
Gender Male 27 22 10 9 2 70
Female 43 27 10 5 4 89
Total 70 49 20 14 6 159

Table 4.4 Crosstabulation analysis of gender and if they have been put under pressure to falsify account.

Chi-Square Tests

Asymptotic

Significance
Yalue df (2-sided)
Fearson Chi-Square 3.760° 4 439
Likelihood Ratio 3763 4 438
Linear-hy-Linear 1.648 1 213
Association
M ofValid Cases 159

a. 2 cells (20.0%) have expected countless than 5. The
minimum expected countis 2.64.

Table 4.5 Chi-Square test gender and pressure to falsify accounts

The test results for the Chi-Square test show that the Sig. is greater than 0.5% at

therefore, the original hypothesis lies as there is no statistically significant difference.

16



Kirsty Bevan P152179

4.6.2 Gender and observation of unethical behaviour
Question 14 asked if respondents had ever observed unethical behaviour by clients,

colleagues, superiors, regulators and practitioners outside the organisation. Below are

the most important results from the Crosstabulation and Chi-square test.

Crosstab

Count
Observed unethical behaviour
from clients

Mo ¥es Tatal

Gender  Male 56 16 ¥2
Female 55 35 40

Total 111 51 162

Table 4.6 Crosstabulation analysis of gender and unethical behaviour from clients.

In the table 4.3 above it shows that there were 19 more female who have observed
unethical behaviour compared to males. Therefore, it is likely that the Pearson Chi-

Square test will reject the original hypothesis.

Chi-Square Tests

Asymptotic
Significance
Yalle df (2-sided)

Fearson Chi-Square 5151% 1 023
Continuity Correction® 4 407 1 036
Likelihood Ratio 5257 1 022
Linear-hy-Linear 51148 1 024
Association
M ofValid Cases 162

a. 0 cells (0.0%) have expected count less than 6. The
minimum expected count is 22.67.

b, Computed anly for a 2x2 table

Table 4.7 Chi-Square test gender and unethical clients.

In table 4.6 the statistics show that the Sig.(2sided) is 0.023, which is lower than 0.05

therefore the researcher will reject hypothesis 1 as statistically there is a significant
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difference between genders. The statistical tests for the other possible answers all
accept hypothesis 1 that being that there would be no significant difference in gender.
The results can be found in appendix 7. What has been found is that the top three that
were chosen was clients, colleagues and superiors who have been seen behaving
unethically in the accounting profession this relates to (Gill, 2009) findings that lower-
level or less experienced accountants will follow the unethical behaviour of superiors.
Two females suggested that they have observed unethical behaviour from regulators
such as HMRC, as HMRC are the ones who regulate the profession this is

unacceptable.

4.7 Analysis of qualitative data collected from online surveys

To analyse the open-ended questions from the online survey the researcher decided
to use NVivo as it provides several tools that can assist with the analysis of qualitative
data and the interpretation of rich data to identify themes and patterns (Jackson &

Bazeley, 2019).

4.7.1 Ways to reduce fraud

The use of NVivo text search query identified that the most common theme for a
measure to reduce the incidence of fraud was penalties which can be seen in figure
4.5. This finding suggests that there is a need for tougher, harder, stronger and harsher
penalties, laws and regulation from regulatory accounting bodies for those
accountants who commit fraud or fiddle the books. This was outlined in chapter 2 so

the finding is consistent with what the literature that was identified.

This is a factor which links in with objective 2 analysing the importance of ethical
behaviour because all participants are professionals in the accounting profession and

are all aware of the unethical behaviour within the profession. This also links in with
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several studies outlined in chapter 2 that professional accounting bodies need to
tighten disciplinary actions and procedures (Caglio & Cameran, 2017), (Remenaric, et

al., 2018) and (Thomas, 2018).

Text Search Query - Results Preview

accountabilities for seniors and harsher

better : training , awareness , " better education around ethics and

Greater = Iindefinite bans from practising , longer

Harsher financial * — more guidelines , increased observations

Harsherr ° — oversight , culture | leadership
Higher ° ~ / consequences
monetary —— pena Itl es and prison
More ~ as a deterrent
>— serious ”

Very = advisers / accountants

stricter legal -~ doing so and random

~ for

stronger " fraud or attempted fraud .

Tough ~ those found guilty .

Tougher

Figure 4.5 Most frequent answer to reduce fraud (Online survey data, 2019).

4.7.2 The most important principle

Using NVivo to run a high-level word cloud on question 11, what is the most important
principle in the code of ethics identified integrity as being the most important principle
and further comments suggested that this promotes honesty, morality, reputation and

underpins the other principles within the official code. See figure 4.6.
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Figure 4.6 High level word cloud of accounting principles (Online survey data 2019).

4.7.3 Reasons why the accounting profession are liable to fraud

After running a text query analysis on the node reasons why accountants are liable to

fraud (see figure 4.7) the most common theme was the undue pressure from superiors

followed by rules and regulation are not being followed correctly this suggests that

there is a lack of ethical behaviour from those who are higher up in the profession and

accountants are pressurised into becoming liable to fraud. Although participants agree

with the importance of ethical behaviour, 99% answered the question on the liability of

fraud.
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Text Search Query - Results Preview
Greed ;
Conflict of interest ; 'C :
: Professional
influence ;
o TTECﬂy . ) . . Greed ; Opportunity
> ; Manipulation of information Professional misconduct ; Greed ; iving
superiors ' Bribe Conflict
not being followed correctly ! Bribe ; < Ua: ‘
. c—~ ndue
Undue pressure from superiors ' u n d u e Confictof
followed tl
° c:we -:Orre.c g :>' : Manipulation of information . Greed
fom supertors pressure from superiors , Manipulation of
Undue pressure from superiors
Rules and
Undue influence ;

Figure 4.7 Text query analysis on reasons for fraud (Online survey data 2019).
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4.7.4 Analysis of qualitative data collected in the online survey

accounting techniques they
used”

are meant to supplement
an overall environment of
trust”

hundreds of auditing
assignments it got”,
“conflict of interest
created when they
both audited and
consulted to the
same company”

assurance to
shareholders yet
are not liable for
combating fraud.
Accountants are
also not liable so
there is a grey
area which is
often abused”

Theme Issue Participant Participant Participant Participant Participant
Unethical Targets, Participant 15 — “When | Participant 19 — “It’s hard Participant 47 — Participant 51 — Participant 120 —
behaviour | bonuses, | read about the sales to maintain ethics when “unfortunately “the number of “Where this trust from
pressure, | scandal at Wells Fargo, | the real problem is unethical behaviour fraudulent claims, | the public has been
fraud, can't help but think about discrimination” in accounting will which the wilfully broken by
Scandals | the people who naively always exist when accounting accountant’s intent on
designed the incentive there are financial profession is fraud then the
schemes that triggered this targets to be met and | growing, due to punishments should
type of unethical bonuses which are unethical be severe”.
behaviour’, reliant upon them” behaviour”
“In short, | see the strong
connection between
unethical business practices
and accounting techniques”
Audits Lack of Participant 15 -” When | Participant 17 — Participant 40 — “If Participant 47 —
audits, hear about the complex “Fraudsters don’t play on an accounting firm “A bigger worry to
auditors transfer pricing schemes at | moral weaknesses, greed | were to botch one me personally is
aren’t companies such as Amazon | or fear; they play on audit or help insiders | the audit
liable, and Starbucks that enable weaknesses in the system | cook the books, that | profession. They
conflict of | them to avoid tax, | start of checks and balances — | firm would jeopardize | exist to provide
interest. wondering which the audit processes that the dozens or reasonable
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Lack of
codes,
need
more than
codes of
ethics,
lack of
ethics.

Codes of
ethics

Participant 15— “. Itis
important to take that step
back occasionally, to reflect
on the ethics of the
technics”.

Participant 43 — “Harris et
al. summarize Stephen
Unger's analysis of the
possible functions of a
code of ethics: "First, it
can serve as a collective
recognition by members of
a profession of its
responsibilities. Second, it
can help create an
environment in which
ethical behaviour is the
norm. Third, it can serve
as a guide or reminder in
specific
situations...Fourth, the
process of developing and
modifying a code of ethics
can be valuable for a
profession. Fifth, a code
can serve as an
educational tool, providing
a focal point for discussion
in classes and
professional meetings.
Finally, a code can
indicate to others that the
profession is seriously
concerned with
responsible, professional
conduct.” (p. 35). So, to
sum up - accountants
should be proud of their
work as a PROFESSION
and secondly, we need
law not just codes”,

Participant 70 — “|
think ethics should
play a bigger role in
the accounting
profession than it
currently does. Too
many of the big firms
put profits ahead of
thorough scrutiny
and that is where
much of the
problems lie”.

Participant 82 —
“Being an
accountant is a
privilege and
carries
obligations, you
are expected to
act in line with a
code of ethics and
remain completely
independent
throughout all
assignments and
never be
compromised”.

Participant 148 —
“Integrity is vital to
keeping the good
name of an individual
accountant. A good
name will keep
existing clients and
lead to more client
recommendations”,

Table 4.8 Thematic analysis of qualitative data.
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The themes in figure 4.8 were identified by occurring words analysed in NVivo.

Findings:

The first theme was unethical practices and wrongdoing, participants suggested that
unethical behaviour will always occur in the accounting profession due being under
pressure from clients and or superiors to meet targets (Kannaiah & Kumar, 2009) or
to get their bonuses this can lead to cutting corners or produce misleading information

(Payne, et al., 2018) and having a lack of morality (Bostan, et al., 2011).

The second theme is the necessity for regular and robust audits, participants
suggested that there is a lack of audits on the accountants who are handling the
accounts of others. One participant suggests that auditors and accountants are not
liable and therefore this is a grey area which needs to be changed. Another comment
was that there is too much conflict of interest which suggests that the code of ethics is
not being followed correctly. One participant has questioned the accounting
techniques used in order for scandals to avoid paying tax in relation to chapter 2 this
supports other studies to remove creative accounting as it is a tool that allows
accountants to fiddle the books (Bora & Saha, 2016), (Malhotra, 2013), (Remenaric,

et al., 2018) and (Gill, 2009).

The last theme was the ineffectiveness of codes, although already identified that code
of ethics are very important participants suggest that the profession need more than
just codes perhaps better laws. One participant suggests that ethics should be playing
a much bigger role than it already does and the importance of the code of ethics such
as integrity which promotes the reputation of accountants and that accountants need

to remain independent.
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4.8 Themes from the online questionnaire

Three themes have emerged from the analysis of the online questionnaire. The first
one is that the code of ethics is considered as an important factor within the accounting
profession however, the findings support that ethics is not as effective as it should be
as there seems to be a limited understanding on codes of ethics, conduct and practice.
Some participants suggested that they did not or were unsure if they have a code of
conduct which outlined in chapter 2 is important as this governs the behaviour of
individuals also, question 17 of the online survey asked participants to match the
correct definition to each three codes. As you can see below in figures 4.9, 4.10 and
4.11. Only 84 selected the correct answer for codes of ethics. 122 participants got the
code of conduct and practice incorrect out of a total of 157 answers.

Q17 Code of Ethics

Cumulative

Freguency Fercent  “alid Percent FPercent
Walid Code of ethics 84 51.49 542 542
Code of conduct 44 272 284 826
Code of practice 27 16.7 17.4 100.0
Total 155 §5.7 100.0
Missing  Systemn 7 43
Total 162 100.0

Table 4.9 Frequency analysis on the codes of ethics.

Q17 Code of Conduct

Cumulative

Frequency Fercent Yalid Percent Fercent
Walidl Code of ethics 23 142 14.6 14.6
Zode of conduct 35 21.6 22.3 36.9
Code of practice 99 61.1 63.1 100.0
Total 167 §6.9 100.0
Missing  System ) 31
Total 162 100.0

Table 4.10 Frequency analysis of code of conduct.
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Q17 Code of Practice

Cumulative

Frequency Fercent Yalid Percent Fercent
Walid Code of ethics a7 29.0 2949 2949
Code of conduct 75 46.3 47.8 7r.r
Code of practice 35 21.6 223 100.0
Tatal 167 86.9 100.0
Missing  System ) 31
Total 162 100.0

Table 4.11 Frequency analysis of code of practice.

Another reason why ethics are ineffective is down to the unethical behaviour that
accountants are observing from their clients, colleagues and superiors. The analysis
identified that most accountants are under pressure to cut corners due to tight

deadlines which would mean that the code of ethics is not being complied with.

The second theme that has been identified is that it is likely that unethical behaviour
would lead to fraudulent activity which is ruining the reputation of any decent
accountant. Findings suggest that this is down to the rules, regulation and accounting
techniques such as creative accounting being abused in order to make information
look more attractable and misleading. Along with undue pressure from superiors,

greed and being bribed to commit fraud.

The third theme was identified as needing stronger regulation and laws. As already
discussed, ethics has been identified as being very important but not effective, the
findings suggest that there needs to be tougher and more penalties for those
accountants who wish to act unethical and abuse the code of ethics. Participants
suggest that there needs to be better ethical education, training and support from
accounting regulation bodies to overcome the negative impact from accounting

scandals and improve on the ethical situation within the profession.
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4.9 Matrix analysis of qualitative data from interviews

your opinion, what are
the reasons for these
codes?

ethically as possible. Obviously not
all abide by the regulatory codes,
however the existence is somewhat a
deterrent for unethical procedures”.

Questions Theme Participant 1 Participant 2 Participant 3

Q1. Please state your “Male” “Male” “Male”

gender

Q2. The accounting Code of Ethics | “To ensure “I believe these regulatory codes are | “These codes are designed to serve as
profession have accountants abide put in place to ensure that accounting | guidance in ethical dilemmas any
regulatory codes, in by the rules” procedures are carried out as accounting professional might face. They

form a basis of my ACCA studies and run
through almost every exam | am taken. It
helps to keep the accounting profession in
high regards in the public eye and serve as
measure to judge against in case of any
misconduct. These codes should be
followed by everyone working in the
accounting profession”.

Q3. The profession has
been impacted by
several scandals, first
why do you think these
scandals happen and
going forward how can
the profession prevent
such problems?

Poor
regulation

“These scandals
have happened as
there is not enough
checks done on the
quality of the work,
therefore more
checks need to be
implemented”

“I believe that the scandals that have
happened have been mainly due to
the laid-back nature in the monitoring
of the codes. A closer eye should be
kept upon accountancy firms and
more stringent regulations should be
put in place”.

“Scandals always happen because every
human has flaws. Most of these happen
because people saw opportunity for
misconduct and had no ethical/ moral
principles to stop themselves from
exploiting these situations. It’s difficult to
prevent such instances but the accounting
profession itself needs to promote and instil
these fundamental codes of conduct in its
members. Especially of chartered
accountants. Anyone found to breach these
fundamental codes of conduct should face
consequences- it most severe cases struck
of as being chartered and criminal
investigations should happen if found they
have broken the law’.

Q4. There are 5
principles in the
regulatory codes,
Integrity, Objectivity,
Professional

Honestly and
personal
morality is very
important.

“The most
important are
integrity,
confidentiality and

“I believe all of these principles are
very important, however more
emphasis should be put on integrity
as it has not been exercised enough

“This is a difficult question as | see all 5 of
them going hand in hand. If pushed, | would
say integrity as the underlying basis of all.
Acting with integrity would always ensure
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competence and due
care, Confidentiality,
professional behaviour,
in your opinion which
principles do you think
are most important and
why?

Professional
Competence”

and has been the root cause of the
scandals’.

you try to do your best and the best for the
people you work for”.,

Q5. What types of
regulation of the
accounting profession
do you think are needed
going forward?

More
observations
and audits.

“Better checks on
accountants”

“As mentioned previously the
monitoring of the integrity of
accounting firms is paramount”.

“This is hard to answer. Auditors have
come under increasing pressure with the
recent scandals like Carillion collapse. But |
believe a higher emphasis needs to be put
on corporate governance. If a company s
not following proper corporate governance
rules, then even the auditors can’t prevent it
collapsing. Perhaps corporate governance
could have adapted rules for smaller, non-
listed companies to prevent power grabbing
at the top that can easily happen in the
smaller companies that are run by less
directors or where the directors are also
major shareholders”.

Q6. Regulatory codes
come in the form of
codes of conduct, codes
of ethics and codes or
practice - what do you
think distinguishes each
type of code from the
other?

Lack of fully
understanding
codes.

“Code of conduct
relates to the
behaviour of the
Person

Code of ethics is
doing the right thing
Code of practice is
abiding by the law”

“l believe they tend to deal with a
different aspect of the profession.
Codes of conduct tend to deal with
social norms, whereas codes of
ethics, tends to deal with rules
regarding integrity and honesty.
Finally, codes of practice are to do
with the employers and employees’
responsibility to uphold a set of
expected values”.

“Conduct would be more personal
behaviour. Ethics would be underlying in a
country’s culture and practice would be
unique to the accounting profession”.

Q7. Why do you think
the accounting
profession is susceptible
to unethical behaviour?

Undue
pressure from
superiors. Link
between
ethical
behaviour and
fraud

“Because that is the
nature of people in
general if they think
they can get away
with it”

“l believe that there is a great amount
of leniency on accounting firms as
they tend to be very helpful in
profiting big corporations and
therefore governments as well.
Monetary gain of a large scale is

“With accountants having access to
systems like cash/ banks and accounting
software, they can easily spot the
weaknesses and work around control
deficiencies. Unethical people would be
able to exploit this especially if managers/
more senior staff are not checking correctly
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always synonymous with unethical
behaviour”.

or are actually the ones doing it and then
use their power and influence to intimidate
people”,

Q8. If compliance with
regulatory codes is
judgement-based, how

Better
education and
training, more

“You have to rely
on the people
involved to make

“Seminars and different ways of
education the employees within the
profession would be the first step. It

“This judgement-based approach needs to
be instilled from the very beginning. IT
needs to be taught in accountancy courses

best can the profession | observations the best choice” would also be beneficial to review and the basis of judgement needs to be
ensure that accounting and audits. certain choices to see if they comply | professional scepticism and confidence in
professionals are best Overall with regulations. Giving feedback is one’s knowledge”.

equipped to make the stronger also very beneficial”.

best choices? regulation.

Q9. In your opinion what
are the ethical
components of
relationships between
accountants and
regulators and
accountants and client?

Professional
and
transparent
towards clients
and regulators
— referring to
the principles
within the code
of ethics for
professional
accountants.

“My opinion is
Clients will try to
get away with as
much as possible,
while accountants
must be seen to be
supporting the
Regulators”

“I believe the mainly ethical
components linking all of the together
is transparency’.

“The major ethical component should be
honesty. Not trying to hide anything from
regulators when non-compliant and likewise
honest to clients when they ask us to do
unethical behaviour of if there are going
concern worries for a business.
Professionalism- Having a good
relationship with a client without becoming
overly friendly- that might cloud your
judgement when dealing with the client.
Likewise, professionalism in dealing with
regulators will help to not take things too
personal and good relationship with
regulators can help deepen your knowledge
as well”,

Table 4.12 Analysis of qualitative data collected from interviews.
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4.10 Triangulation of findings

The themes that have emerged from the qualitative interviews are similar and agree
with the findings that were identified from the quantitative online questionnaires and
therefore triangulation can be used. Denscombe (2010) suggests that methodological
triangulation allows the findings from mixed methods to be contrasted, compared, or

even combined.

Theme one, as outlined already is that codes of ethics for professional
accountants are important however are proving to be ineffective. Reasons for

this is the lack of understanding on codes overall in the profession.

As previously identified in the quantitative data as theme two: unethical behaviour
and fraud are closely linked this is due to rules and regulation not being followed
correctly and undue pressure from superiors. The findings from the interviews also

support this.

The most occurring theme between the findings in both methods support that
regulation is lacking in the profession and there needs to be stronger regulation
and laws as the current soft regulation is proving to be ineffective. There also
needs to be tougher penalties in place to ensure that the rules are being followed. To
overcome the ethical situation in the profession the findings suggest that there needs

to be more ethical education, training and more support from accounting regulators.

4.11 Conclusion

The objective of this chapter has been successfully achieved by analysing the data
collected from both methods and presenting the findings. There are three main

findings that have emerged from the analysis from the qualitative and quantitative
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data. The next chapter which is the last will achieve the last objective which is to make

recommendations, discuss any implications and reasons for further research.
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Chapter 5 - Conclusion and recommendations

5.1 Introduction

The data collected from both methods was analysed in chapter 4 which was the
achievement of objective three. The outcome of the findings emerged three themes
those being, codes of ethics, fraud, regulation and law. This chapter will achieve the

last objective of the dissertation;

To make recommendations to the accounting profession on the importance of self-

regulatory codes to improve unethical behaviour.

Not only will this chapter offer several recommendations but also state the
conclusions, limitations of this study and reference for future academic study. The
recommendations will be based on the extremely thorough research that has been
undertaken within this study and the findings from the data collected from accounting

professionals.

5.2 The achievement of objectives;

1. To critically analyse previous academic literature on the rationale of self-regulatory

codes within the accounting profession:

An extensive amount of research was conducted in chapter 2 to analyse previous

academic research.

2. To analyse the importance of self-regulatory codes on the ethical behaviour within

the accounting profession:

This was achieved in chapter three by identifying the correct methodology in relation
to the findings in chapter two in order to conduct primary data to get a better

understanding.
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3. To analyse the data collected to understand the effectiveness of self-regulatory

codes on the ethical behaviour within the accounting profession:

Chapter four achieved objective three by analysing the primary data collected using

SPSS and NVivo and presenting the findings.

5.3 Main findings

The main findings support much of the literature contained in chapter two. Firstly, self-
regulatory codes are very important in the accounting profession, however, are proving
to be ineffective. The findings suggest that unethical behaviour is common within the
profession and is linked with fraud. The analysis of data found that unethical behaviour
occurs because of undue pressure from superiors, bribes and greed and rules,

regulation and codes are not being followed as they should be.

The implications that have been discovered in this study is that overall the current soft
regulation is ineffective, and the findings support that there needs to be stronger
regulation with serious penalties to improve the ethical behaviour in the profession.
Also, the profession needs better ethical education and training, regular observations

and robust audits, along with more support from accounting regulatory bodies.

5.4 Recommendations

The following recommendations are being made firstly to accountants and then

recommendations will follow for the accounting regulatory bodies.

Firstly, findings of this dissertation showed that accountants lack in knowledge on the
differences between codes of ethics, conduct and practice. These codes are important
no matter what the profession and it was quite a shock as to the high volume of

participants who lacked in understanding them. The recommendation for this issue is
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that individuals need to be fully aware of these codes which should be available from

their accounting regulatory body and within their workplace.

Secondly, to reduce the incidence of fraud accountants need to improve on their moral
personality, responsibility and decision-making as it is not ok to be under undue
pressure from superiors or clients to fiddle to books to please them, or from greed and
bribes. If ever faced with an ethical dilemma like this you should get guidance from

your accounting regulating body such as ATT, ACCA, ICAEW, CIMMA and HMRC.

Thirdly, this recommendation is that accountants really need to embed the integrity
principle in all their work. This principle in the code of ethics underpins the other
principles and findings have supported that this is seen as the most important. This

ensures that you are honest, truthful and have moral principles.

Fourthly, a recommendation must be made to accountants to consider topping up their
knowledge on rules, regulations and principles which can be achieved by simply
referring to online guidance and seminars which take place quite frequently online.
Also, to consider free online courses and learning such as Alison.com to ensure that

you are up to date with the current requirements.

Fifthly, this recommendation is to accountants who are superiors to others, always
consider and keep in mind that others are always observing your behaviour and most
likely will follow in your footsteps. If anything, your behaviour should be of a highest

ethical standard.

The first recommendation for the accounting regulatory bodies is that it is evident that
the current soft regulation is not effective enough to ensure that all accountants are
ethical. The profession seems to be crying out for stronger regulation and legislation

and this is something that needs revising.
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Secondly, the findings of this study suggest that there needs to be tougher and harsher
penalties in place when accountants are guilty of fraudulent activity which again could

be revised between the current accounting bodies.

Thirdly, there needs to be more regular unexpected observations and robust audits on
the work of accountants and accounting practices from accounting regulatory bodies
such as HMRC. Although this would be costly to do, this would overcome the current

issues of accountants who cook the books.

Fourthly, there needs to be more encouragement from regulatory bodies to promote
ethical behaviour, this could be done through better ethical education, training and
guidance. Regulatory bodies such as ACCA, ICAEW and CIMMA need to consider
conducting research or gathering yearly data to explore how ethical or unethical their

members are and offer online top-up knowledge courses.

Fifthly, regulatory accounting bodies should encourage and show more awareness on
the importance of codes within the profession and ethical behaviour. This can be done
through online platforms, regular emails to members and students or even television
advertisements and make it clear that it is not ok to be unethical or if observing
unethical behaviour then it must be reported with an option of it being anonymous and

investigations must be carried out.

5.5 Limitations

This dissertation was intended for professional accountants however, the researcher
did not consider that the findings and opinions could be different between the public
and private sector. In the analysis of the qualitative online survey the researcher found
that accountants within the public sector who participated disagreed with much of the

answers of those who are in the private sector. This is also referred to outliers identified
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within the observation and analysis of data and was inconsistent with most of the data

collected (Salkind, 2010).

If this was considered or identified in chapter two then the findings could have been
produced different information to what has emerged. The researcher could have
ensured that the sample group consisted or was distributed equally between the public

and private sector.

Another limitation the researcher has identified is that there was no consideration
between unqualified accountants and chartered accountants in the design of both the
online survey and the interviews. Question eight of the online survey asked
participants what measures could be taken to reduce the incidence of fraud in the
accounting profession and a significant amount of participants outlined that unqualified
book keepers and accountants are legally allowed to offer their services and should
not be able to practice in the profession as they believe this is one reason as to why
unethical behaviour and fraud occurs. This was not identified in the review of current

literature so again; this could also be another possible gap in current research.

5.6 Further research

As the data collected was quite substantial not all of it could be analysed although
could have been more with a longer time scale or a different time of year as for
accounting professionals March and April are one of the busiest. This study has the

potential to be revisited at a later point.

Due to the researcher observing outliers within the analysis of the data collected
suggests that there could potentially be another gap in research which would enable
future research between accountants in the public and private sectors. The outliers

disagreed with much of what was found from accountants in the private sector which
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can be seen below their comment suggests that it is the accountants who are ethical

and are facing unethical behaviour from others.

Participant 158 disagrees ‘the tone of this survey seems to suggest you
think there is a problem with ethics in the accounting profession and that
there have been scandals caused by accountants. | find the opposite, it is
usually the accountants that blow the whistle on unethical behaviour, for
instance it was an accountant at Tesco that blew the whistle on the incorrect
income recognition. Where | work, it is the accountants saying to Directors
they shouldn't do certain things that they want to do as it doesn't comply
with the standards or would be misleading. However, | am in the public
sector, maybe it is different in the private sector where company survival

plays a part.

Participant 120 who also works within the public sector suggests that “there
also needs to be more understanding within the public that the accounting
profession cannot stop all incidents of fraud through auditing. There will be
individuals who will be intent on covering evidence and therefore as an
accounting/auditing professional we could never provide 100% assurance

on any organisation we are auditing.

Participant 130 suggested that “Whilst ethics are important, they are a given
so rarely arise as an issue - ethical issues are exceptional. Depends on

Industry though - more of a risk in financial services than in Government.

Further research could also explore the relationship between unethical behaviour and

unchartered accountants who are possibly to blame for fraudulent activity occurring in
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the profession as they will lack in training, education, rules and self-regulatory codes

than those who are qualified chartered accountants.

5.7 Conclusion

This study has not only achieved the aim and objectives which was to critically
evaluate the effectiveness of self-regulatory codes but has also provided the
researcher with greater knowledge on the areas that were explored. The researcher
is confident that this study will help with her with her chosen career path and to ensure
that the principles within the code of ethics shall be followed throughout her career in

accounting.

This dissertation has identified the key issues as to why self-regulatory codes are
proving to be ineffective and that unethical behaviour is occurring too often in the
profession. This has been carried out through every chapter of this dissertation. Firstly,
chapter one identified the rationale for the study, which explored recent accounting
scandals. Chapter two consisted of a concise analysis of available literature on the
areas in relation to the topic which revealed that there was a gap within current
literature for further exploration. Chapter three identified the most suitable method and
methodology in order to collect primary data which found that this study needed a
mixed method approach. Chapter four was quite extensive and carried out the analysis

of the data gathered and presented the findings in a sequential order.

In conclusion to this study overall is that there is a great need for changes for both
accountants and accounting regulating bodies to ensure that there are high standards
of ethical behaviour within the profession through better regulation and tougher

penalties.
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Self-reflection

As mentioned previously the researcher of this study wanted to gain a better
understanding on the effectiveness of self-regulatory codes within the accounting
profession, this was due to studying a BA in Accounting whilst getting first-hand

experience in her internship.

This dissertation has been somewhat difficult at times however, the researcher has
developed knowledge in the use of SPSS and NVivo. The dissertation has been very

rewarding and has taught her the independent process of self-learning.

On the completion of this dissertation the researcher has gained a rich understanding
of the importance of codes of ethics, conduct and practice along with a better
understanding on the ethical behaviour in the profession. Integrity; being honest and
having moral responsibility has been outlined as the most important ethical principle
within the profession however, she has realised that this principle is lacking in the

profession due to unethical practices and the undue pressure from superiors.

Final summary

The dissertation has contributed to our current understanding on the effectiveness of
self-regulatory codes; however, it has identified significant areas for further research
such as motives for cooking the books in the first place as well as measurements for

self-regulatory codes and finally the need for robust regulation.
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Appendices

Appendix 1; The six recognised supervisory bodies in the accounting profession.

Association of Chartered Certified Accountants (ACCA), Chartered Accountants
Ireland (CAl), Chartered Institute of Management Accountants (CIMA), Chartered
Institute of Public Finance and Accountancy (CIPFA), Institute of Chartered
Accountants in England and Wales (ICAEW) and Institute of Chartered Accountants

of Scotland (ICAS). All the above except CIMA is governed by FRC since 2003

Appendix 2; Self-regulation model in accounting adapted from: (Johnson, 2016)

Professional Self-Regulation

International Financial
Reporting Standards
IFRS

International
Self Regulation Accounting Standards
Board |IASB Rules and guidelines

issued that govern the
presentation of
International Financial Statements
Accounting Standards
IAS

True & Fair

Appendix 3; Code of ethics for professional accountants;

Firstly, there is integrity — accountants should be straightforward and honest in all

professional business relationships.
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Secondly, there is objectivity — should not allow bias, conflict of interest or undue

influence of others to override professional or business judgements.

Thirdly, there is professional competence and due care — to maintain professional
knowledge and skill at the level required to ensure that a client or employer receives
competent professional service based on current developments in practice,
legislation and techniques and act diligently and in accordance with applicable

technical and professional standards.

Fourthly, is confidentiality — to respect the confidentiality of information acquired as a
result of professional and business relationships and therefore, not disclose any
such information to third parties without proper and specific authority, unless there is
a legal or professional right or duty to disclose, nor use the information for the

personal advantage of the professional accountant or third parties.

Lastly, is professional behaviour - to comply with relevant laws and regulations and
avoid any conduct that can discredit the profession in any way.

52



Kirsty Bevan P152179

Appendix 4;

Copy of questionnaire

Survey on ethics in accounting

The purpose of this research is to critically evaluate the effectiveness of codes of athics
within the sccounting profession. This survey should take around 10 minutes to
complete. This research is part of an undergraduate final year research project. If any
participant wishes to contact me regarding the survey, please email me at

kbevan 152179@student uwtsd ac.uk. A copy of the results can be found at

Timeline

www kirstybevan blogspot com from 1 June 2019, Thank you for giving up your valusble
time and participating in this survey.

1919

1981

1983

IMA organiand, includes IMA publshes “Towards o IMA msues SMA IC,
standing Commitem on Code of Ethics for “Standards of Ethical
Ethics Management Accourtants,” Conduct for Managament
SPPOrng the ethics section Accountares,” the first code
of the CMA exasm, of eshics for managoment
accountants in the
Unted Swutes
MA ssues 8 revised SMA IC IMA rovises code of ethics The IMA Statornent of Ethweal
coled “Standards of Erhical sher e Serbanes-Ovdey A Profemsona! Practoe s
Conduct for Practitioners of of 2002 Calad the MA updatad i response to the
Manegement Accounting and Statement of Ethical gobazstion of commerce as
Financial Managament * Professonal Practice, the new well s changes In the
code provides mors dirsct, business and reguiatory
ot erhical guosines. environmen and the
MEagEment aceounting
profession

| hereby acknowledge that the data collected by this survey will be anonymous
and confidential and will be used by the University of Wales Trinity Saint David
for academic and educational purposes only.

Marik only one oval
) Yes
| No

53



Kirsty Bevan P152179

2.
1. Please tick the gender that best describes you?

Ndark only one oval
Mal=
Famale
Mon-binary
If you prefer. you can salf-descibe below

.
1. S5elf-describe [gender)

4,
2. How old are you?

Nark only one oval

13-24

25-35

30-45

48-55

5E-05

i85 or alder
Prefar not fo say

A
3. What is your job role?

.
4. What is your length of work experience in the accounting profession?

ffark only one oval
Less than 1 year
1- 2 years
2 - 8 years
§ - 10 years
10 - 20 years
20 + years
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Q5. Please tick your qualifications
Tick all that apply

|| Undergraduate degree

|:| BA or BSc in Accounting or Finance
|| Postgraduate degree

|| International qualifications

|| AAT

] ACA

| | ACCA
| ] ICAEW

| cima

| | Mo qualifications
| | Other

8.
Q6. Do you have a code of conduct within your workplace?
Mark only one oval.

Yes
Mo
Unsure

Other;
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9.
Q7. Please tick your agreement with the following statements
Mark cnly cne oval per row.

Neither
Strongly
disagree Disagree  agree nor  Agree

disagree

Ethics in accounting \ ¢
is important — ‘
Crealive accounting r
is acceptable
The accounting
industry has a poor C ) ) ) (
reputation

Itis never acceptable -~ Y ) (
to be dishonest — - —
Voluntary codes

reduce the incidence _

of fraud in the C ) C ) C ) (
accounting

profession

Only serious

penalties reduce the _

incidence of fraud in C C ) C ) (
the accounting

profession

Accountants always

make ethical ) C ) C ) (
decisions

Ethical decision
making in accounting
is a major social
issue

Self-regulation is not — — N (
enough — * —
Accounting scandals
have had a negative
impact on the ) )
reputation of the ‘
accountancy
profession

“h

—

-

=
-
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10.
Q8. Please tick your agreement with the following statements regarding
working in the accounting profession
Mavk onty one oval per row:

Strongly Strongly
mmwmw

| have been put

under pressure 1o { ' ‘ '
falsify sccounts

I am not liable for

under falsifications of

pocounts

| have observed

unethical behaviour

In the accounting

profession

it is Inappropriate to

sccept gifts from , [ .
clients

It is acceptable to
have personal
relationships with
olients

| have never broken
the rules

| have never faced an
ethical ddemma

I think | could behave
more ethically in the
sccounting
profession

I am a member of &
professional
asccounting body

| have used crastive
socounting practices

1.
Q8. In your opinion, what measure or measures would reduce the incidence of
fraud in the accounting profession?
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12.

9. Please select all of the following reasons which you think make the
accounting profession liable to fraud

Tick all that apply

| | Undue pressure from superiors

| | Rules and regulations are not being followed comecthy
| | Manipulation of information

| | Bribe

|| Undue influence

| | Conflict of interest

| | Professional misconduct

|| Greed

|

| Other:

13.

Q@10. Which of the following principles do you know and understand in the code
of ethics?

Tick all that apply:
|| Integrity

|| Objectivity

| | Professional competence and due care
|| Confidentiality

| | Professional behaviour

| | All of the above

|

] Mone of the above

14.
Q11. In relation to Q10, which do you
think is most important principle and
why?
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H2. Please tick your agreement with the following statements

Mark omly one oval per row:
Stronghy
disagres

Accountants should
be straightforward

and homest in all
professional business
relationships
Accountants should
mot allow bias,
conflict of inferest ar
undue imfluence of
others fo ovemide
professional or
business judgements
Accountants should
maintzin professional
knowledge and skill
at the level required
to ensure that a clent
or employer receives
competent
professional service
based on current
developments in
practice, legiskation
and techniques and
act diligently and in
sccordance with
applicable technicsal
and professional

relationships and
therefore, not
disclose any such
information to third
parties without proper
and specific authority,
unless there is a legal
or professional nght
or duty to disclose,
mor use the
information for the
personal advantage
of the professional
gccountant or third
parties

All accountants
should comply with
relevant laws and
regulations and swoid
any conduct that can
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16.
Q13. What do you think would keep accountants honest?
Tick all that apply.

| Higher salary
| Religion

| Personal morality

|
|
| | Threat of punishment
|
[ | Nothing

|

| Other:

17,

Q14. Have you ever observed unethical behaviour by others?
Tick all that apply.

[ ] Clients

[ | Colleagues

| | Superiors
| | Regulators such as HMRC
| | Practitioners outside of the organisation

|:| Mever
|:| Other:

18.
Q15. Please tick which is relevant to you
Mark anly one oval per row.

MNeither
Strongly h Strongly
disagree Disagree ?;ggrgg Agree agree
| have been taught
the code of ethics for
accountants in higher
education
| have leamnt more
about ethics in
accounting on the job
| feel i do not need
any training on
ethics, behaviour or
decision making
| am fully supported
at work to deal with
unethical behaviour
Being part of a
professional
accounting body
provides me with the
guidance i need

19.

Q16. which do you think would help accountants to be more ethical?
Tick ail that apply.

|_ Government legislation

|_ Better ethical education and training

|_ More support and guidance from self-regulating accounting bodies
[ Unexpected observations and audits

|— Mothing will aver change

|— Punishment for wrong doing

| | other
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20.
Q17. Can you match each term to the correct definition?
Mart only one oval per row.

Code of Code of Code of
conduct practice ethics

Codes of ........... are usually a
set of general guidelines,
principles or values expressed
in the imperative mode

Codes of ......... are typically
more specific, giving guidelines
and govern how to respond to
certain situations

Codes of ........ are a set written
rules which explains how
professional people should
behave. Violation can lead to

penalty
21
Q18. How important are ethics for you in decision making in the accounting
profession ?
Mark only one oval.
1 2 3 4 5
Unimportant ( ) ( ) C ) (C ) ( ) Veryimportant
22,

Q19. Any questions or comments relating to the issues in this survey would be
very welcome.
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Appendix 5;

Copy of raw data results

Message for respondents
This form is no longer accepting responses

SUMMARY INDIVIDUAL

| hereby acknowledge that the data collected by this survey will be
anonymous and confidential and will be used by the University of Wales
Trinity Saint David for academic and educational purposes only.

166 responses

Yes
No

Q1. Please tick the gender that best describes you.

168 responses
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Q1. Self-describe (gender)

20 responses

2
u

1 (5% (5%]1 (5%) 1 (5% (5% (5%)
1

? Female MAATQB Motivated, dedicate... Prof. Dr. N. Nagendr...
Adaptable, Energeti... | don't understand Manager Pansexual ms...

Q2. How old are you? 168 responses

]
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Q3. What is your job role?

163 responses

Accountant

Trainee Accountant
Student

Financial Accountant

Accountant

Chartered Accountant
Assistant Accountant

Director

Business
Adviser ACCA

Accounts Assistant

Head of Finance

Management Accountant

Trainee Accountant

Trainee accountant

Finance

Business Partner

Lecturer

Director of Finance

Sales assistant Accounts assistant Director
Finance officer

Professional Bookkeeper
Accountant assistant

Consultant

For the moment | am a full-time mom
Senior

Lecturer

Accounts manager
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Trainee

Assistant accountant

Student

BA Hons Accounting

Finance assistant Auditor

Customer Assistant

Tax Advisor

Accounts Administrator

own my own practice

Senior accountant

Tax Preparer Manager

chartered accountant

student

Audit Finance Manager

Professor

Accountant - charity

General services manager
Administrator/Property Management
Accounts officer Intern

Financial consultant students
Document control

| used to work as accountant of a student newspaper
Patient and Transport liaison manager
Assurance Manager

Full-time student/part-time playworker
Technical Manager at ICAEW

ACA accounts

Receivable Manager

Bookkeeper

Senior Accountant

senior accountant nhs

Finance

Analyst
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Head of Finance and Business Services
Office

Manager

Expense Accountant

retired public sector accountant
Senior manager

Assistant accountant ACCA
Financial accountant

Accounts senior

Management accountant academic
Bookkeeper

Trainee accounting

Audit assistant manager

Finance Analyst

Associate auditor

Senior

Financial Business Partner
Finance Control Manager Assistant
Management Accountant

Head of Financial Control
Accountant partner

Professor of accounting and finance Project
Accountant

Management Accountant

Senior Management Accountant and Finance
Business Partner Group
Accountant

Principle Accountant

Branch head

Head of financial accounting

Office manager

Senior Financial Control Manager

Account manager
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Trainee

management accountant
Chartered accountant

Financial controller

Assistant management accountant

Senior auditor and accountant

OTHER
(17)

Q4. What is your length of work experience in the accounting
profession?168 responses

Q5. Please tick your qualifications
167 responses

Undergraduate degree 47 (28.1%)

54 (32.3%)

Postgraduate degree
International qualifications

25 (15%)
6 (3.6%)
48 (28.7%)

51 (30.5%)
17 (10.2%)

No qualifications
Other 15 (9%)

0 20 40 60

Q6. Do you have a code of conduct within your workplace?

167 responses
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Yes
No
Unsure
Not applicable not working at

moment

Yes, but also moral conduct for
charity

When working, yes

Yes, the university
has one No employees

Q7. Please tick your agreement with the following statements

I strongly disagree [ Disagree ] Neither agree nor disagree [l Agree [l Strongly agree

100
50
0
. NS \Y
= NG 2P '®
6\3\\0 o(e? 1‘(\6 \&\%
< >

Q8. Please tick your agreement with the following statements regarding

working in the accounting profession

I Strongly disagree [l Disagree [0 Neither agree nor disagree [l Agree [l Strongly agree

80
60
40
20
0 . - — ,
| have been put under | am not liable for under | have observed unethical It is inappropriate to accept
pressure to falsify accounts falsifications of accounts behaviour in the accounting gifts from clients
profession
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Q8. In your opinion, what measure or measures would reduce the
incidence of fraud in the accounting profession?

130 responses

Independent audit for accountants

Unsure

More investigations

Better regulation Unsure

Strong

CPD requirements and publicity of punishment for transgressions

Stricter

Regulations

Monitoring receipts don't get duplicate/ passed around bookkeepers
Unexpected observations/ audits from professional bodies

Independent

(External) internal audit - obviously cost willing

More

robust regulation from governing bodies. Audits are fundamentally at risk of fraud
as accountancy firms must tender for the work. There will then always be the risk
that pressure from the client will influence the audit as the firm wants to maintain
the fee.

More overt regulation especially of auditors

By

making the titles 'Accountant’ and '‘Bookkeeper' protected titles only to be used
by qualified professionals. By HMRC disallowing those who have committed
fraud to continue working in the industry in any capacity.

A qualified accountant

Penalties and prison

Less pressures from bosses and clients to cheat. It is all about cheating the tax
man and keeping as much money for themselves. It is one of those things -
where everyone is looking out for themselves.

Legal regulation and communication and transparency

The nature of fraud is that it works outside your field of vision, subverting the
normal checks and balances so that the world changes while the picture stays
the same. People in financial markets have been missing the wood for the trees
for as long as there have been markets.

Being honest in every situation you face.

Financial motivation

More stringent government regulation and the breakup of the big 4 firms
Probably nothing. It happens everyday

Training

Making

tax digital
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Monitoring

Clearer guidance around ethical issues

More oversight and stronger confidence within employees to speak out.

Higher penalties/consequences

Penalties

Not

sure, maybe peer reviews or compulsory change of auditors after a certain
length of time

depends om personality

A robust governing body

Not allowing people who are unqualified to do any sort of accounting or
bookkeeping

Regular checks

CEO listening to my recommendations. As he didn’t, | have resigned.

An auditor’s concern for its own reputation should deter it from signing off on
cooked books. But the experience of Arthur Andersen, which presided over a
series of accounting debacles before Enron without major client defections,
shows that deterrence doesn’t happen in practice. Either companies were too
lazy to change accountants, or they were simply oblivious to Andersen’s failures,
or they may have wanted the lax treatment for themselves. The key to real
accounting reform is to remove the economic incentive for accountants to be
half-hearted in their audits. One way would be to make the audit of public
companies a federal function. That would guarantee independence, to be sure.
But the government’s inability to hire low-skilled airport screeners in a timely
fashion doesn’t exactly instil confidence that it could assemble a crack team of
accountants.

Hard

to say perhaps digital accounting or being cashless otherwise it is going to be
hard to avoid

We

need either a tax police, going after the fraudsters, including accountants or we
need to just accept it, that if people can get away with it, they will look to keep as
much money as possible for themselves and not the tax man. The pressure |
have been under from clients and bosses over the years has affected my nerves
and | have suffered from stress because | have been caught in between being
honest and keeping my clients and bosses happy.

Tracking - who did what etc

Strong

internal audit. Having rewards for internal audit management dependent on
process improvement instead of financial results.

Severe punishment to the members

No personal relationships with clients, accounts should be double checked by
another member.

Keep

Tracking
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Frequent

internal and external audit, hands on management, clear understanding of
company’s policies and procedures

Audited financial statement

Ethical

accounting and auditing practices, checking and investigations through
numerous techniques of auditing.

Strong

ethical code of conduct and embedding ethical controls across organisation
double check

monetary penalties for fraud

Good accounting practices and control.

Periodic audits

better enforcement of guidelines No

Continuous

Controls Monitoring in organisations where accountants work including focus on
controls design and controls operating Effectiveness; Greater Board oversight -
sound policies including whistle-blower policy; agreed Values, Code of Ethics,
Code of Conduct, independent Ethics Audit with unaltered report to CEO and
Audit and Risk Committee

Change in mindset of old school accountants

| think the right mix of voluntary code and sanctions is key. Ultimately most
accountants are proud of their profession and want it to be honest. Therefore,
building up a culture of good behaviour in the industry will be the biggest single
success factor in reducing fraud. Integrity breeds integrity. However, there will
always be individuals who do wrong, for these, heavy sanctions are required to
try and act as a deterrent to others.

Fines and prison sentence

Regular third-party audits

More training/courses

Tighter regulations/ rule based

Robust procedures, ad hoc sample auditing, consequences of actions

Tough penalties

stricter legal penalties

Digitize taxation, link businesses and employers to one single system.

I don’t think fraud will ever be reduced, once a solution is found to stop it one
way, they will find another.

Suitable

controls within the workplace, independent internal audit and extreme
consequences if found guilty of fraud.

Nothing - it is human incentive. There are already regulations in place, but this
does not deter some people.

Harsher financial penalties, indefinite bans from practising, longer prison
sentences and stripping of all licenses.

Very serious penalties for doing so and random inspections.
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Improvement in external audits

Drop in audits by professional body and hot file reviews/ visits

Training

in ethics, protection of the term "Accountant”" to members of CCAB members,
refusing membership to those found guilty of fraud.

Moral guidance rather than hard rules

More government regulation

Better laws

Stricter internal controls and review

Controls

& Procedures

| have no opinion about it. The only Fraud | read about or know about are due to
untrained staff making mistakes or big companies influencing the accountant
making a report and by giving their opinion. It should not be an opinion. But a
reasonable qualification of the accounts is a true and fair representation of the
business activities and has been following all financial standard and that no
evidence or Fraud has been detected to reflect any different. Big companies
should have more than one firm and or accountant working for them reviewing
their accounts and should never be the same working together each year and
together. and no more than twice every five years in a row.

Internal ethic practices and training

Increased scrutiny of accounts

Following procedures as gospel

better: training, awareness, penalties, oversight, culture, leadership

Don’t know

More definitive standards

Change

perceptions and mindsets to alter behaviour. | believe unethical behaviour arises
because those carrying out unethical practices do not consider wider
repercussions

Na

With Principles accounting there will always be disagreement in the treatment of
certain items in accounts whereas Prescribed rules do not cover all eventualities
especially in evolving financial markets. The simpler the rules the harder they are
to try and defraud, but better independent auditing and compelled to rotate
companies periodically would help identify fraud.

fines

Harsher penalties

Penalties for advisers/accountants

More emphasis on ethics in accounting exams; creating an anti-fraud culture in a
population as a whole

Making examples of those found guilty to deter others. Stricter rules on CPD.
Stronger penalties, better education around ethics and impact of fraud

Rules that remove judgement. Policing of the rules by relevant parties

Greater penalties for those found guilty.
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Tougher penalties

Know Your Business Partners
Internal controls and audits.

More staff training
More consistency

Q9. Please select all the following reasons which you think make the

accounting profession liable to fraud

166 responses

Uliuue pressule 1ol
superiors

Manipulation of information
Bribe

Undue influence

Conflict of interest
Professional misconduct
Greed

Follwong from greed, if it
means achiev...

Lack of qualifications and
ethics

Influencing

Living standard and belief
Under pressure from clients
Opportunity

Self interest
Fear

1(0.6%)
1(0.6%)
1(0.6%)
1(0.6%)
1(0.6%)
1(0.6%)
1(0.6%)
1(0.6%)
1(0.6%)
1(0.6%)
1(0.6%)
1(0.6%)
1(0.6%)

114 (68.7%)
105 (63.3%)
111 (66.9%)
100 (60.2%)
88 (53%)
109 (65.7%)

86 (51.8%)

112 (67.5%)

50 75 100 125

Q10. Which of the following principles do you know and understand in

the code of ethics?

166 responses
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Integrity 58 (34.9%)

Objectivity 53 (31.9%)

Professional competence and

0,
e care 58 (34.9%)

Confidentiality 59 (35.5%)

Professional behaviour

52 (31.3%)

All of the above 142 (85.5%)

None of the above

0 50 100 150

Q11. In relation to Q10, which do you think is most important principle

and why?

Integrity

Integrity

Confidentiality

Professional competence and due care

Professional behaviour

Integrity,

highest standard Objectivity integrity

All of them are important.

All

of them

Confidentiality because information should be kept in privacy.

Professional

behaviour, if you can follow this, it is highly likely your adhering to the other
principals in the workplace too

Professional competence and due care. This should feed into the other
principles

Integrity.

Ultimately everyone must decide what is right or wrong. If an individual has a
high level of integrity, they would find it v difficult to live with themselves if they
knowingly committed fraud, manipulated info etc in an inappropriate way.
Professional

competence and due care because if you have the correct training in order to be
competent then the rest automatically come with that.

Professional competence

To be fair, this is not uppermost for the profession. It is cosmetic to say there is a
code, but I am not aware of what is in it. It is worthless really.
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Integrity

because encompasses all honesty and good behaviour

They

are all important but they are equally meaningless. If | break a confidentiality, so
what? Who cares? Who will catch me?

Integrity, without it you will compromise in the other areas.

Professional behaviour- respect your job...is the one how feed you
Objectivity as it should ensure independence

All

of them are vital

Integrity-

we must be professional and act with integrity to raise levels of trust in our
profession

Professional behaviour

Unsure

Integrity.

It's the platform for every other principle

Professional behaviour, it underpins everything

Integrity

because you need to be honest

professional competence and due care as it's important for me

They are all equally important.

All

of them

Confidentiality

- so that the other person is not harmed/exposed in this way

Integrity as it come down to my own ethics on how the other 4 principles are
achieved.

Whilst they

are all important, they mean nothing. These terms are almost buzzwords.
Being professional

Businessmen

| am aware of the terms, but | am unaware of their real meaning or if they have
any

weight. | think codes of ethics in their current state are pointless and
unnecessary.

Competence

as it ties all the other together

Integrity as without it you are likely to not follow the others.

Integrity.

Having respect for the work you submit will help distinguish between right and
wrong.

1

Confidentiality, private business

Integrity,

75



Kirsty Bevan P152179

honesty and morals are very important qualities every Accountant should have
All

principals are important in order to follow ethical conduct

Integrity and confidentiality

All

of them are equally important. Professional accountant should be independent
on factual grounds as well as appearance

Integrity

- it underpins all the other principles

Objectively

Integrity-it's always doing the right thing

objectivity

- there should be no bias

Integrity.

It goes to the heart of Trust and community expectations

They

all count obviously but for me personally it is integrity. As that is doing the right
thing even when no one is looking.

Integrity,

Hard to choose one but along as you honest it should cover all other aspects
Professional

confidence and due care. If this is adhered to, it could be argued that all other
headings are behind achieved.

Professional

Behaviour, because it ensures you stay on message

All

of the above. They all have their place in the workplace and all need to be
followed equally.

Professional

behaviour, if you are being professional you should be making the right decisions
Professional behaviour to ensure the accounting profession is not degraded.
All

are equally important | believe

Professional

behaviour. The way | interpret this code is that it very much covers all the other
codes of ethic. This is because it involves maintaining the good reputation of the
accounting profession. In order to achieve this, it is important to follow the rules
and regulations, be non-biased, act in a morally positive manner and uphold the
highest level of confidentiality.

Professional behaviour as this underpins all the principles

Professional competence ensuring up to date

Integrity

/ professional competence

They are all equal importance

Integrity
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- overarching

Objectivity

sets you as a neutral party for reporting and minimises any threats to
independence

All

of the above are important and integral to the profession

They are all equally as important

All

equal

integrity, it contains the foundation for the others

Professional competency

Integrity as this is your own personal standing and reputation at risk

Integrity

because a unionist accountant will be more likely to act unethically. An honest
accountant will always consider unethical behaviour before deciding.

All

equally as important

All

equally

All

of the above are relevant

Integrity

as | feel it is the basis of all the other codes, without integrity you cannot follow
the remaining codes

They carry weight together as a cohesive set of principles

All

equally important

Equally important

All

are important but having integrity has an impact on all others so for example if
you have integrity then you will admit when you don't have enough professional
competence in a specific area.

Integrity, it is good to be honest in all walks not just at professional level.
Integrity.

By being straightforward, honest and truthful in all professional and business
relationships, the other principles are followed too

Professional competences. I'm qualified for a reason and | expect all qualified
accountant to follow the same professional ways

Integrity as it underpins the rest

I think all the principles should have equal consideration as adherence to each of
them should ensure a rounded and robust ethical approach

3

All

Integrity as all the others stem from it.

Objectivity
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Integrity as it allows moral guidance

Professional competence and due care

Competence

Professional behaviour, as the remaining fall within this scope.

All

of that are important. | just prefer to mention professional competence and due
care because whether it is missing, everything wrong can occur.

| believe

that they are all so important and accountancy would not be able to be ethical
without one or the other

Integrity, as it is most important to do the important things.

Hard to answer. Integrity probably as everything else builds upon this
Objectivity

- professional scepticism is important in not believing everything a client tells
you.

OTHER
(8)

Q12. Please tick your agreement with the following statements

Il Strongly disagree [l Disagree Neither agree nor disagree [l Agree [l Strongly agree
o . N W
\5(\\‘3 0(\\"3 \3(\“3 \)(\‘\_‘2&
O O O O N
pe pE pe pe >

Q13. What do you think would keep accountants honest?

164 responses

Q14. Have you ever observed unethical behaviour by others?

153 responses
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Clients 57 (37.3%)
Colleagues 49 (32%)
Superiors 45 (29.4%)

Regulators such as HMRC
42 (27.5%)
Not really.

N/A

Not that I'm aware of.

Q16. which do you think would help accountants to be more ethical?

164 responses

Government legislation 72 (43.9%)

0,
More support and guidance 98 (59.8%)

from self-reg...

)

Nothing will ever change
Punishment for wrong doing

1 (0.6%)
1 (0.6%)
1 (0.6%)
1 (0.6%)
1 (0.6%)
1 (0.6%)
1 (0.6%)
1 (0.6%)
1 (0.6%)

0 20 40 60 80 100

All of the above

Own moral code

Evolving culture of
recognising ethics ...

Personal morals.

Q17. Can you

match each term to the correct definition?

B Code of conduct M Code of practice | ethics

100

75

50

25
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Codes of ........... are usually a set of general guidelines, ... Codes of ........ is a set written rule...?

Codes of ......... are typically more specific, giving guidelines and govern how...

Q18. How important are ethics for you in decision making in the
accounting profession?

165 responses

150

100 102 (61.8%)

>0 50 (30.3%)

12 (7.3%)

0 (0%) 1 (0,6%)

1 2 3 4 5

Q19. Any gquestions or comments relating to the issues in this survey

would be very welcome.

35 responses

Unsure whether Q13 was asking whether accountants should or whether
accountants do. | have answered as accountants do

| think this is a good topic which needs to be explored further. When | read about the
sales scandal at Wells Fargo, | can’t help but think about the people who naively
designed the incentive schemes that triggered this type of unethical behaviour.
When | hear about the complex transfer pricing schemes at companies such as
Amazon and Starbucks that enable them to avoid tax, | start wondering which
accounting techniques they used. In short, | see the strong connection between
unethical business practices and accounting techniques. In the film Jurassic Park, Dr
lan Malcolm says: “Scientists were so preoccupied with whether or not they could,
they didn’t stop to think if they should.” | would say students, managers and
accountants — to not make that mistake. It is important to take that step back

occasionally, to reflect on the ethics of the technics.
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In some countries, there are "low-trust societies". The political institutions are fragile
and corrupt, business practices are dodgy, debts are rarely repaid and people rightly
fear being ripped off on any transaction. In the “high-trust societies”, conversely,
businesses are honest, laws are fair and consistently enforced, and most people can
go about their day in the knowledge that the overall level of integrity in economic life
is very high. It is much more difficult to be a fraudster in a society in which people
only do business with relatives, or where commerce is based on family networks
going back centuries. It is much easier to carry out a securities fraud in a market
where dishonesty is the rare exception rather than the everyday rule. so, | think we
need to change the big picture. Fraudsters don’t play on moral weaknesses, greed or
fear; they play on weaknesses in the system of checks and balances — the audit
processes that are meant to supplement an overall environment of trust. One point
that comes up again and again when looking at famous and large-scale frauds is
that, in many cases, everything could have been brought to a halt at a very early
stage if anyone had taken care to confirm all the facts. But nobody does confirm all
the facts. There are just too bloody many of them. Even after the financial rubble has

settled and the arrests been made, this is a huge problem.

It's hard to maintain ethics when the real. problem is discrimination
What is your values n/a?

Immaterial

gifts can be accepted. Although I do not socialise with clients, the relationship is one

of friendship.

But there is a way to use the power of the marketplace—which until now has
conspired against good auditing and accounting—to bring accountants to heel. We
should require publicly held companies to purchase accounting insurance.
Accounting firms, as a condition of doing business, should be required to buy
accounting insurance. Accounting insurance would cover all, or a portion, of
damages suffered by investors because of accounting fraud or earnings
misstatements, with a certain deductible and a cap. In order to assess the risk of
insuring a company’s books, insurance companies would hire accountants and pay
them to conduct annual audits. Since the auditors would be representing their new

customers—insurers—not the audited companies, they would have both the freedom
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and the incentive to be tough and thorough. Meanwhile, accountants could continue
to offer their consulting services to companies, because the conflict of interest
created when they both audited and consulted to the same company would
disappear. Signing off on faulty books would be devastating for an accounting firm.
Insurance companies are nothing if not risk-averse; mitigating risk is their business.
If an accounting firm were to botch one audit or help insiders cook the books, that
firm would jeopardize the dozens or hundreds of auditing assignments it got from
insurance companies. The insurance companies would charge premiums based on
the perceived risk. That risk would be dictated not simply by the audits but also by
the past actions of the company and its executives—the way accident-prone drivers
pay higher rates or smokers with a history of accidental fires shell out more for home
insurance. For companies with honest, clean, and transparent books, accounting
insurance will be a relatively minor cost of doing business. A company run by the
Pope (perhaps) would pay a low premium. For companies or executives with a
history of earnings exaggeration, insurance would be more expensive. A company
headed by Jeff Skilling would find it very difficult to obtain accounting insurance.
Premiums and ratings would be disclosed to investors in financial statements, so
they could draw their own conclusions about the accounting risk inherent in a given
company. It would be a challenge for insurers to price the audit coverage at first, but
insurers have shown an ability and eagerness to insure everything from the knees of
football players to priceless works of art. And this is a market with enough history
and enough size to quickly develop an orderly pricing regime.

Too many questions

| am very interested in this topic and have conducted some reading in this area prior
to today and completing your survey. debate surrounding codes of ethics. At one
end of the spectrum, John Ladd has argued that codes of ethics serve no good
purpose whatever. Ladd argues that ethics should be open-ended and reflective, and
that relying on a code of ethics is to confuse ethics with law. He further asserts that
it is mistaken to assume that there is a special ethics for professionals which is
separate from the ethics of ordinary human beings within a moral society.
Professionals, he suggests, have no special rights or duties separate from their

rights and duties as moral persons, and therefore codes of ethics are pointless and
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possibly pernicious. A different sort of attack on the usefulness of codes of ethics

comes from Heinz Luginbuhl.

Luginbuhl acknowledges that codes of ethics do have some sociological value.
Luginbuhl writes, "The adoption of a code is significant for the professionalization of
an occupational group, because it is one of the external hallmarks testifying to the
claim that the group recognizes an obligation to society that transcends mere
economic self-interest” (p. 138). But he believes that ultimately codes of ethics
create moral problems rather than helping to resolve them. Luginbuhl notes that
practicing professionals rarely turn to their codes of ethics for guidance, and that the
guidelines within the codes sometimes seem internally inconsistent. He also voices a
concern like Ladd’s -- namely, that implementation of a code of ethics may conflict
with the moral autonomy we expect of individuals. In response, Harris et al. argue
that all three of Luginbuhl’s criticisms can be surmounted. They suggest that though
most practicing professionals do not routinely consult their codes of ethics, it does
not follow that they do not know about or care about the contents of their codes.
Further, the fact that codes of ethics sometimes seem internally inconsistent can be
addressed by understanding codes of ethics not as recipes for decision-making, but
as expressions of ethical considerations to bear in mind. We should view them as an
ethical framework rather than as specific solutions to problems. Finally, the authors
argue that moral autonomy is not really compromised by codes of ethics. "If a code's
provision can be supported with good reasons, why should a profession not include
an affirmation of those provisions as part of what it professes? This does not
preclude individual members from autonomously accepting those provisions and
jointly committing themselves to their support.” (p. 34). Michael Davis makes a
strong positive case for professional codes of ethics. Davis argues that codes of
ethics should be understood as conventions between professionals. Davis writes, the
code is to protect each professional from certain pressures (for example, the
pressure to cut corners to save money) by making it reasonably likely...that most
other members of the profession will not take advantage of her good conduct. A
code protects members of a profession from certain consequences of competition. A
code is a solution to a coordination problem." (p. 154). Davis goes on to suggest that
having a code of ethics allows an engineer to object to pressure to produce

substandard work not merely as an ordinary moral agent, but as a professional.
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Engineers (or doctors, or clergy, etc.) can say "As a professional, | cannot ethically
put business concerns ahead of professional ethics." Davis give four reasons why
professionals should support their profession’s code: "First...supporting it will help
protect them and those they care about from being injured by what other engineers
do. Second, supporting the code will also help assure each engineer a working
environment in which it will be easier than it would otherwise be to resist pressure to
do much that the engineers would rather not do. Third, engineers should support
their profession’s code because supporting it helps make their profession a practice
of which they need not feel...embarrassment, shame, or guilt. And fourth, one has
an obligation of fairness to do his part...in generating these benefits for all
engineers." (p. 166) Harris et al. summarize Stephen Unger's analysis of the
possible functions of a code of ethics: "First, it can serve as a collective recognition
by members of a profession of its responsibilities. Second, it can help create an
environment in which ethical behaviour is the norm. Third, it can serve as a guide or
reminder in specific situations...Fourth, the process of developing and modifying a
code of ethics can be valuable for a profession. Fifth, a code can serve as an
educational tool, providing a focal point for discussion in classes and professional
meetings. Finally, a code can indicate to others that the profession is seriously
concerned with responsible, professional conduct.” (p. 35). so, to sum up -
accountants should be proud of their work as a PROFESSION and secondly, we

need law not just codes.

Unfortunately, unethical behaviour in accounting will always exist when there are
financial targets to be met and bonuses which are reliant upon them. Companies

often focus

on short term rewards, failing to see that this will promote unethical behaviour.
However, steps are being taken in the right direction and as more case studies arise
(Enron, Wire card etc). A bigger worry to me personally is the audit profession. They
exist to provide reasonable assurance to shareholders yet are not liable for
combating fraud. Accountants are also not liable so there is a grey area which is
often abused. The argument of materiality also worries me. If £200k's worth of
Receivables are not attributable to any clients, but was a combination of accrued
revenue would it be correct to ignore it because the value fell outside of the sample

threshold? £200k is a lot of money should that 1 person decide to transfer it to their
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own account as it never belonged to a real customer, it was never going to be
receivable. | understand the workload implications, but this is how fraudulent
activities are done. | digress, | hope this commentary helps your essay. Good luck

with your course.
it's really a nice topic.

The number of fraudulent claims, which the accounting profession is growing, due to

unethical behaviour.
Accountants should have always executive.

| have not answered questions that are either too personal, not sufficiently defined
egg Q7 Creative Accounting or too loose for legal ramifications. Hope this helps.
Well done.

| think ethics should play a bigger role in the accounting profession than it currently
does. Too many of the big firms put profits ahead of thorough scrutiny and that is

where much of the problems lie. Good luck.

My belief if that integrity is paramount for any accountant and it is something you are
taught from an early age and will stay with you for a lifetime and is something that
becomes so embedded in your make-up and which cannot be and should not ever
be compromised no matter what the circumstances. Being an accountant is a
privilege and carries obligations, you are expected to act in line with a code of ethics
and remain completely independent throughout all assignments and never be

compromised.

| am retired but have responded in the spirit of my last role as a Head of Finance,
with a background of working with ACCA and CIPFA.

Nothing is mentioned about a great spirit behind the ethics or of a professional

accountant. Why?

Q9 I think you should change "liable" to "susceptible". Overall a very thought-

provoking survey which | enjoyed answering

Very good survey | was not sure what you wanted in Q1. Self-describe, so my

answer was brief.
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Good Luck!

For reference, | currently work within a Government agency and as such work in a
stricter environment for accounting. | would suggest that in this not-for-profit
environment there would be less threats to my ethical behaviour than someone who
would be working in the private sector. All accountants have a due to the public to
ensure financial information available from all sectors is true and fair. Where this
trust from the public has been wilfully broken by accountant’s intent on fraud then the
punishments should be severe. There also needs to be more understanding within
the public that the accounting profession cannot stop all incidents of fraud through
auditing. There will be individuals who will be intent on covering evidence and
therefore as an accounting/auditing professional we could never provide 100%

assurance on any organisation we are auditing.
Good luck for your unit work.

Whilst ethics are important, they are a given so rarely arise as an issue - ethical
issues are exceptional. Depends on Industry though - more of a risk in financial

services than in Government.
Consider publicity as a deterrent.

Integrity is vital to keeping the good name of an individual accountant. A good name
will keep existing clients and lead to more client recommendations. Good survey.

Best wishes with your career.

The tone of this survey seems to suggest you think there is a problem with ethics in
the accounting profession and that there have been scandals caused by
accountants. | find the opposite, it is usually the accountants that blow the whistle on
unethical behaviour, for instance it was an accountant at Tesco that blew the whistle
on the incorrect income recognition. Where | work, it is the accountants saying to
Directors they shouldn't do certain things that they want to do as it doesn’t comply
with the standards or would be misleading. However, | am in the public sector,

maybe it is different in the private sector where company survival plays a part.

Good luck with your research! Would be interested to read your discussion.
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Appendix 6; Interview evidence

Participant 1 —

Please can you fill in the following and email back when convenient for yourself.
Please state your agreement;

| hereby acknowledge that the data collected by this survey will be anonymous and
confidential and will be used by the University of Wales Trinity Saint David for academic and

educational purposes only. | hereby agree to taking part

Q1. Please state your gender Male

Q2. The accounting profession have regulatory codes, in your opinion, what are the reasons
for these codes? To ensure accountants abide by the rules

Q3. The profession has been impacted by several scandals, first why do you think these

scandals happen and going forward how can the profession prevent such problems?

These scandals have happened as there is not enough checks done on the quality of the

work, therefore more checks need to be implemented

Q4. There are 5 principles in the regulatory codes, Integrity, Objectivity, Professional
competence and due care, Confidentiality, professional behaviour, in your opinion which

principles do you think are most important and why?

The most important are integrity, confidentiality and Professional Competence

Due to the nature of the work being carried out then clients must have faith in the
accountant’s ability to carry out their work with due care and attention while abiding by the

law

Q5. What types of regulation of the accounting profession do you think are needed going

forward?
Better checks on accountants
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Q6. Regulatory codes come in the form of codes of conduct, codes of ethics and codes or

practice - what do you think distinguishes each type of code from the other?
Code of conduct relates to the behaviour of the Person
Code of ethics is doing the right thing

Code of practice is abiding by the law

Q7. Why do you think the accounting profession is susceptible to unethical behaviour?

Because that is the nature of people in general if they think they can get away with it

Q8. If compliance with regulatory codes is judgement-based, how best can the profession

ensure that accounting professionals are best equipped to make the best choices?

You must rely on the people involved to make the best choice

Q9. In your opinion what are the ethical components of relationships between accountants

and regulators and accountants and client?

Clients will try to get away with as much as possible, while accountants must be seen to be

supporting the Regulators

Participant 2;
| Agree to the opening statement and | am willing to participate in this survey.
Q1. Please state your gender.

Male

Q2. The accounting profession have regulatory codes, in your opinion, what
are the reasons for these codes?

| believe these regulatory codes are put in place to ensure that accounting
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procedures are carried out as ethically as possible. Obviously not all abide by the
regulatory codes, however the existence is somewhat a deterrent for unethical

procedures.

Q3. The profession has been impacted by several scandals, first why do you
think these scandals happen and going forward how can the profession

prevent such problems?

| believe that the scandals that have happened have been mainly due to the laid-
back nature in the monitoring of the codes. A closer eye should be kept upon

accountancy firms and more stringent regulations should be put in place.

Q4. There are 5 principles in the regulatory codes, Integrity, Objectivity,
Professional competence and due care, Confidentiality, professional
behaviour, in your opinion which principles do you think are most important

and why?

| believe all these principles are very important, however more emphasis should be
put on integrity as it has not been exercised enough and has been the root cause of

the scandals.

Q5. What types of regulation of the accounting profession do you think are

needed going forward?

As mentioned previously the monitoring of the integrity of accounting firms is

paramount.

Q6. Regulatory codes come in the form of codes of conduct, codes of ethics
and codes or practice - what do you think distinguishes each type of code

from the other?

| believe they tend to deal with a different aspect of the profession. Codes of conduct

tend to deal with social norms, whereas codes of ethics, tends to deal with rules
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regarding integrity and honesty. Finally, codes of practice are to do with the
employers and employees’ responsibility to uphold a set of expected values.

Q7. Why do you think the accounting profession is susceptible to unethical

behaviour?

| believe that there is a great amount of leniency on accounting firms as they tend to
be very helpful in profiting big corporations and therefore governments as well.

Monetary gain of a large scale is always synonymous with unethical behaviour.

Q8. If compliance with regulatory codes is judgement-based, how best can the
profession ensure that accounting professionals are best equipped to make

the best choices?

Seminars and different ways of education the employees within the profession would
be the first step. It would also be beneficial to review certain choices to see if they
comply with regulations. Giving feedback is also very beneficial.

Q9. In your opinion what are the ethical components of relationships between

accountants and regulators and accountants and client?

| believe the mainly ethical components linking all the together is transparency.

Participant 3;

| hereby acknowledge that the data collected by this survey will be anonymous and
confidential and will be used by the University of Wales Trinity Saint David for

academic and educational purposes only.

QL. Please state your gender

Male - 33
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Q2. The accounting profession have regulatory codes, in your opinion, what are the
reasons for these codes?

These codes are designed to serve as guidance in ethical dilemmas any accounting
professional might face. They form a basis of my ACCA studies and run through
almost every exam | am taken. It helps to keep the accounting profession in high
regards in the public eye and serve as measure to judge against in case of any
misconduct. These codes should be followed by everyone working in the accounting
profession

Q3. The profession has been impacted by several scandals, first why do you think
these scandals happen and going forward how can the profession prevent such

problems?

Scandals always happen because every human has flaws. Most of these happen
because people saw opportunity for misconduct and had no ethical/ moral principles
to stop themselves from exploiting these situations. It’s difficult to prevent such
instances but the accounting profession itself needs to promote and instil these
fundamental codes of conduct in its members. Especially of chartered accountants.
Anyone found to breach these fundamental codes of conduct should face
consequences- it most severe cases struck of as being chartered and criminal

investigations should happen if found they have broken the law.

Q4. There are 5 principles in the regulatory codes, Integrity, Objectivity, Professional
competence and due care, Confidentiality, professional behaviour, in your opinion

which principles do you think are most important and why?

This is a difficult question as | see all 5 of them going hand in hand. If pushed, |
would say integrity as the underlying basis of all. Acting with integrity would always

ensure you try to do your best and the best for the people you work for.

Q5. What types of regulation of the accounting profession do you think are needed

going forward?

91



Kirsty Bevan P152179

This is hard to answer. Auditors have come under increasing pressure with the
recent scandals like Carillion collapse. But | believe a higher emphasis needs to be
put on corporate governance. If a company s not following proper corporate
governance rules, then even the auditors can’t prevent it collapsing. Perhaps
corporate governance could have adapted rules for smaller, non-listed companies to
prevent power grabbing at the top that can easily happen in the smaller companies

that are run by less directors or where the directors are also major shareholders.

Q6. Regulatory codes come in the form of codes of conduct, codes of ethics and

codes or practice - what do you think distinguishes each type of code from the other?

Conduct would be more personal behaviour. Ethics would be underlying in a

country’s culture and practice would be unigue to the accounting profession.

Q7. Why do you think the accounting profession is susceptible to unethical

behaviour?

With accountants having access to systems like cash/ banks and accounting
software, they can easily spot the weaknesses and work around control deficiencies.
Unethical people would be able to exploit this especially if managers/ more senior
staff are not checking correctly or are the ones doing it and then use their power and

influence to intimidate people.

Q8. If compliance with regulatory codes is judgement-based, how best can the
profession ensure that accounting professionals are best equipped to make the best

choices?
This judgement-based approach needs to be instilled from the very beginning.

IT needs to be taught in accountancy courses and the basis of judgement needs to

be professional scepticism and confidence in one’s knowledge.
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Q9. In your opinion what are the ethical components of relationships between

accountants and regulators and accountants and client?

The major ethical component should be honesty. Not trying to hide anything from
regulators when non-compliant and likewise honest to clients when they ask us to do

unethical behaviour of if there are going concern worries for a business.

Professionalism- Having a good relationship with a client without becoming overly
friendly- that might cloud your judgement when dealing with the client. Likewise,
professionalism in dealing with regulators will help to not take things too personal

and good relationship with regulators can help deepen your knowledge as well.

Appendix 7; Chi-square tests on gender and observation of unethical behaviour

Crosstab

Count
Ohserved unethical behaviour
from superiors

No Yes Total

Gender Male 51 21 72
Female M 19 90

Total 122 40 162

Crosstabulation analysis of gender and unethical behaviour of superiors

Chi-Square Tests

Asymptotic
Significance
Value df (2-sided)

Pearson Chi-Square 1.396° 1 237
Continuity Correction® 996 1 318
Likelihood Ratio 1.389 1 .238
Linear-by-Linear 1.387 1 .239
Association
N of Valid Cases 162

a. 0 cells (0.0%) have expected count less than 5. The
minimum expected countis 17.78.

h. Computed only for a 2x2 table
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Chi-Square test for gender and unethical behaviour of superiors

Crosstab

Count
Observed unethical behaviour
from colleagues

Mo fes Total

Gender  Male 53 149 72
Female 63 27 a0

Total 116 46 162

Crosstabulation analysis of gender and unethical behaviour of colleagues.

Chi-Square Tests

Asymptotic
Significance Exact Sig. (2- E:

Yalue df (2-gided) sided)
Pearson Chi-Square 2578 1 613
Continuity Corection® 10 1 T
Likelihood Ratio 257 1 612
Fisher's Exact Test 726
Linear-by-Linear 285 1 G14
Association
M ofValid Cases 162

a. 0 cells (0.0%) have expected count less than 5. The minimum expected countis 20.44.
b. Computed only for a 2x2 tahle

Chi-Square test for gender and unethical behaviour of colleagues

Crosstab

Count
Observed unethical behaviour
from regulators (HMREC)

Mo fes Total

Gender  Male 72 0 72
Female a8 2 90

Total 160 2 162

Crosstabulation analysis of gender and unethical behaviour from regulators.
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Chi-Square Tests

Asymptotic
Significance

YWalue df (2-sided)
Fearson Chi-Square 1.620° 1 203
Continuity Correction® 310 1 ATa
Likelihood Ratio 2.37M 1 124
Linear-hy-Linear 1.610 1 204
Azsociation
M ofvalid Cases 162

a. 2 cells (50.0%) have expected count less than 5. The

minimum expected count is .89

h. Computed only for a 2x2 table

Chi-Square test of gender and unethical behaviour from regulators.

Appendix 8:

Number of answers in relation to question 7 independent t test

Creative accounting is acceptable

Cumulative

Frequency FPercent Walid Percent Percent

Walid Strongly Disagree 44 272 273 273
Disagree 38 234 236 a0.9
Meither agree nor 39 241 242 7a.2
disagres
Agree 29 17.49 18.0 632
Stronaly agree 11 6.8 6.8 100.0
Taotal 161 99.4 100.0

Missing  System 1 ]

Taotal 162 100.0

Voluntary codes reduce the incidence of fraud in the accounting

profession
Cumulative
Frequency Percent  “alid Percent Percent

Walid Strongly Disagree i} v v v

Disagres 26 16.0 16.0 18.8

Meither agree nor 63 3|9 389 58.6

disagree

Agree 56 346 34.6 §3.2

Strongly agree 11 6.8 6.8 100.0

Total 162 100.0 100.0
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Only serious penalties reduce the incidence of fraud

Cumulative

Frequency  Percent  Walid Percent Percent
YWalid Strongly Disagree 10 6.2 6.2 6.2
Dizagree 44 272 272 333
Meither agree nor 37 228 228 56.2

Ethical decision making in accounting is a major social issue

Cumulative

Frequency FPercent  “alid Percent FPercent

Valid Strongly Disagree 7 43 4.3 4.3
Disagree 20 123 12.4 16.8
Meither agree nor 63 384 394 55.9
disagree
Agree 48 296 20.8 857
Strongly agree 23 142 14.3 100.0
Total 161 694 100.0

Missing  System 1 &

Total 162 100.0

Accounting scandals have had a negative impact on the reputation of the
accountancy profession

Cumulative

Frequency FPercent  Valid Percent Fercent

Walid Strongly Disagree L] ER| 3 3
Disagree 23 142 143 17.4
Meither agree nor 25 154 155 3248
disagree
Agree 64 395 398 727
Strongly agree 44 27.2 273 100.0
Total 161 694 100.0

Missing  System 1 L]

Total 162 100.0
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