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Abstract

Over the last few decades the business environment throughout the world has seen several
accounting and corporate scandals such as the collapse of Enron, Arthur Andersen,
WorldCom, and Parmalat. As a result of these ‘scandals’, significant attention has been
directed to the issue of ethics in business in general, and in accounting in particular. Several
empirical studies have been conducted on the subject of ethical decision making and ethical
issues within accounting. Interestingly, most of this research has been done in the USA and
the remaining has been conducted mainly in developed countries. Although some of the
ethical decision making research has been done in accounting, very little research has been
conducted in the area of management accounting. This study addresses this gap by adding
empirical evidence related to the association of numerous variables with management
accountants’ ethical decision making in one of the developing countries, namely Libya.

The purpose of this study is twofold; first, to investigate the impact of those variables
(individual variables, organizational variables, and moral intensity dimensions) on the ethical
decision making of management accountants and future accountants (i.e. accounting students)
in Libya; and second, to determine what types of ethical issue are faced by Libyan
management accountants at their workplace. The ethical decision making model adopted in
this study hypothesizes that individual variables (e.g., age and gender), organizational
variables (e.g., code of ethics and ethical climate), and moral intensity dimensions (e.g.,
magnitude of consequences) have relationships with the first three stages of ethical decision
making (recognition, judgment, and intention) as constructed by Rest (1981). Adopting a
cross-sectional methodology, a questionnaire that included four scenarios was used to gather
data from a sample of Libyan management accountants and accounting students. Using
several advanced statistical techniques (e.g., One-way ANOVA and Hierarchical Multiple
Regression), data was analysed and the study hypotheses were tested.

The results of this study reveal that, among all the variables examined, personal moral
philosophy dimensions had the strongest significant relationship with the three stages of
ethical decision making for both samples. Also, moral intensity dimensions explained a
significant portion of the variance in management accountants’ ethical decision making
stages, whereas only the ethical intention stage of accounting students was significantly
associated with moral intensity dimensions, temporal immediacy in particular. Moreover,
while no significant relationships were found in relation to the impact of all organizational
variables examined, very few significant results were found related to the impact of age,
gender, and educational level on ethical decision making stages. Also, Libyan management
accountants recognized several issues that have been found in other countries, including the
issues of injustice in distributing the company’s resources within companies, the misuse of the
company’s equipments, and managers’ use of power to serve personal interest. Encouraging
idealistic philosophy and giving more attention to ethics in accounting education are some of
the implications of this study. Future research should apply other methods (e.g., interview) to
investigate ethical issues in management accounting, including other dimensions of moral
intensity and ethical climate components, and include samples from developing countries,
especially Muslim countries.
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Chapter One

Introduction and Background

1.1 Introduction

Over the last few decades the business environment throughout the world has seen
several accounting and corporate scandals such as the collapse of Enron, Arthur
Andersen, WorldCom, Xerox and others companies in the USA, Parmalat in Italy,
Vivendi-Universal in France, Ahold in the Netherlands, HIH Insurance and OneTel in

Australia, and Sk Global in South Korea.

As a result of those ‘scandals’, significant attention has been directed to the issue of
ethics in business in general, and accounting in particular, including endeavours to
improve the education of accounting students and the regulation of accounting
practitioners. In recent decades, numerous empirical studies have been conducted on the
subject of ethical decision making, cognitive moral development, and ethical issues
within accounting (e.g., Bernard & Sweeney, 2010; Bernardi & Arnold Sr, 1997,
Brandon, Kerler Iii, Killough, & Mueller, 2007; Buchan, 2005; Doty, Tomkiewicz, &
Bass, 2005 ; Feng, 2008; Fisher, 1999; Fisher & Lovell, 2000; Radtke, 2004; Rogers &
Smith, 2001; Schneider, 2004; Sweeney & Costello, 2009; Thorne, 1999; Welton,
Lagrone, & Davis, 1994). Furthermore, the association of individual variables,
organizational variables, and moral intensity dimensions with the ethical decisions of
accounting students, management accountants, and auditors have been investigated on
some studies (e.g., Bernard & Sweeney, 2010; Buchan, 2005; Etherington & Schulting,
1995; Keller, Smith, & Smith, 2007; Leitsch, 2004, 2006; Marques & Azevedo-Pereira,
2008; O'Leary & Stewart, 2007; Roxas & Stoneback, 2004; 2007; Sweeney & Costello,
2009). This study investigates the significance of these variables on ethical decision
making of Libyan management accountants and future Libyan accountants (i.e.

accounting students).
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This chapter provides the essential background of this study. It begins with a section
that provides basic background in relation to ethical decision making stages and
individual variables, organizational variables and moral intensity dimensions. This is
followed by reviewing and discussing the literature of management accounting ethics
research. The next sections discuss the research motivation and list the research aims.
Then, an overview about the Libyan context is provided. Finally, the organization of the

study is presented in the last section.

1.2 Background of the Study

According to the psychologist James Rest, the ethical decision making process involves
four essential stages: ethical recognition, ethical judgment, ethical intention, and ethical
behaviour. Several variables have been hypothesized, and some found, to have
significant relationships with these stages (see Chapter Two). The variables include
individual characteristics, organizational characteristics, and moral intensity
dimensions. Individual variables studied include gender, age, educational level,
personal moral philosophy, work experience, religion, nationality, and personal values;
organizational variables examined include ethical climate, code of ethics, organizational
size, type of industry, and top management pressure; moral intensity dimensions
include magnitude of consequences, social consensus, concentration of effect, and
temporal immediacy. These variables have been investigated within several areas
include marketing (e.g., Akaah & Lund, 1994; Akaah & Riordan, 1989; Deconinck,
2004; Dubinsky & Loken, 1989; Karande, Rao, & Singhapakdi, 2002; Kelley, Ferrell,
& Skinner, 1990; Lund, 2008; Perry, 1998; Seshadri & Broekemier, 2009), information
systems (e.g., Haines & Leonard, 2007a, 2007b; Leonard, Cronan, & Kreie, 2004),
management (Bowen, 2005; Mencl, 2004; Rosalie, 2006), and accounting (e.g.,
Buchan, 2005; Doty et al., 2005 ; Radtke, 2004; Richmond, 2001; Schneider, 2004;
Shafer, 2007).

These studies have found mixed results. For example, some have suggested that

females exhibit higher ethical behaviour than males, whereas others found no
11



significant differences. Interestingly, only one study revealed a few significant results
that males are more ethical than females (Marques & Azevedo-Pereira, 2008). The
theory of cognitive moral development, developed by Kohlberg, hypothesized that
older individuals should exhibit higher ethical values and behaviour; but past research
on the influence of age on ethical decision making has produced inconsistent and mixed

results.

business and accounting ethics scholars agree that personal values (e.g. honest,
courageous ambitious, helpful) play a key role in the dimensions of ethical decision
making (Abdolemohammadi & Baker, 2006; Fritzsche & Oz, 2007; Gowing, Norm,
Lan, Sharon, & Fritz, 2005). Nevertheless, quite a few researchers have suggested that
there is no significant relationship between personal values and the ethical decision

making in business or organizational context (Shafer, Morris, & Ketchand, 2001).

With regard to years of employment and education, research has revealed that there is a
significant relationship between years of employment and ethical beliefs. Some states
that, when an employee works a long time for the company, he or she will likely act
ethically (Appelbaum, Deguire, & Lay, 2005; Bernardi & Arnold Sr, 1997), whereas
some argue that that relationship is surrounded by ambiguity (O'Leary & Stewart,
2007). Appelbaum et al. (2005) also suggest that education has a positive correlation

with ethical behaviour.

While the literature of accounting ethics shows varied evidence that ethical behaviour
will be influenced by courses which students are given (e.g., Cohen & Pant, 1998;
Gray, Bebbington, & Mcphail, 1994), contrary, some argue that education might have
no important relationship with ethical behaviour in the workplace (e.g., Comunale,
Sexton, & Gara, 2006; Jackling, Cooper, Leung, & Dellaportas, 2007; Luthar,
DiBattista, & Gautschi, 1997; Ponemon & Glazer, 1990).

Goodwin et al. (2000) argue that, although there is an increase in the literature of

accounting ethics, only a small amount of research has examined the influence of

12



culture on ethical decision making in accounting and auditing, and they also state that
the impact of cultural values on ethical decision making is not merely vital for
international public accounting firms, but multinational companies are also faced with

the difficulty of making sure that workers adhere to common codes of conduct.

Researchers have also found that there might be significant consequence regarding code
of ethics, ethical climate, and peer group on ethical decision making in the workplace.
Employees who adhere to a code of ethics tend to be more likely to consider ethical
issues when they arise and to decide the more ethical alternative available to them
(Nwachukwu & Vitell, 1997). Others, though, argue that a code of ethics is not enough
for supporting ethical behaviour (Kohut & Corriher, 1994; Kram, Yeager, & Reed,
1989).

Prior to 1991, business ethics research focused on a variety of individual and
organizational variables that hypothesize to influence the process of making ethical
decisions. In 1991, Jones noted that various ethical decision making models (e.g.,
Ferrell & Gresham, 1985; Rest, 1986; Trevino, 1986) included several individual and
organizational variables; however, none incorporated the characteristics of the ethical
issue itself. He argued that these models do not consider the differences between ethical
issues or dilemmas; for example, the issue of misusing some of the equipment of the
organization is considered as the same as the issue of releasing a dangerous product to
market (McMahon & Harvey, 2007). Jones (1991) used the four stages of Rest’s (1986)
ethical decision making model to build up his new construct, which he labelled as moral
intensity. According to Jones, moral intensity is “a construct that captures the extent of
issue-related moral imperative in a situation.” According to Jones (1991), the moral
intensity construct relates exclusively to characteristics of the ethical issue and consists
of six components (or dimensions), including magnitude of consequences, social
consensus, concentration of effect, proximity, probability of effect, and temporal
immediacy. Several empirical studies have showen that these dimensions have

significant relationship with ethical decision making stages (e.g., Barnett, 2001;
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Carlson, Kacmar, & Wadsworth, 2002; Singh, Vitell, Al-Khatib, & Clark, 2007;
Singhapakdi, Vitell, & Kraft, 1996; Sweeney & Costello, 2009; Vitell & Patwardhan,
2008; Watley & May, 2004).

Researchers organize variables that affect ethical decision making within organizations
into various groups. Some break them up into several elements such as personal
attributes (nationality, religion, age, etc), education and employment background (type
of education, years of education etc), referent groups (peer group influence, top
management influence, etc), and organizational variables (organizational size, industry
type, etc), whereas others divide them into three main parts; variables relating to the
situation within organization, variables relating to individuals themselves, and others
relating to the situations themselves. Overall, these variables have been widely
classified into three elements, individual variables (e.g., age, gender, and personal
values religion, etc), organizational variables (e.g., organizational culture, peer group,
and code of ethics etc), and moral intensity dimensions (e.g., magnitude of

consequences, social consensus, and proximity etc).

1.3 Ethics in Management Accounting

Significant attention has been given to ethical issues within business in general and
accounting in particular in a large number of academic journals. Generally, many of
these focus on ethical reasoning, moral development, and ethical decision making
processes of practising accountants and accounting students, and look at the variables
which influence the ethical decisions made by those individuals and why these
variables are significant. Management accounting is one of the major subject areas in
accounting which is ‘concerned with the provision of information to individuals within
the organization to help them make better decisions and improve the efficiency and
effectiveness of existing operations’ (Drury, 2004, p. 4). The National Association of
Accountants (NAA), in statement number 1B, also identified the objectives of
management accounting as to (1) provide information and (2) participate in the

management process. Accordingly, management accountants have several
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responsibilities to their organizations including providing information regarding
planning, assessing, controlling operations, safeguarding the assets of their
organization, and communicating with several parties such as shareholders and
regulatory bodies (Woelfel, 1986). Therefore, management accountants are in position
where they can affect others’ decision making in their organizations. Several business
ethics issues may face management accountants at their workplace and they may
become accounting issues if conducted behaviours are, for example, due to
manipulating financial information. In general, several decisions made by management
accountants regarding, for example, performance reports, cost, evaluating new product,
transfer pricing, and budgeting may involve some ethical content, and therefore they
should be taken in account. Management accountants also encounter several ethical
conflicts in their organizations as a result of the dual responsibility they have to their
employer and their profession (Brierley & Cowton, 2000; Etherington & Schulting,
1995; Shafer, 2002).

Although management accountants play a key role at their workplace and the ethical
conflict that may be faced, published research regarding management accounting ethics

has been limited and mostly conducted in the USA (Bampton & Cowton, 2009).

The literature of management accounting ethics has tended to focus on issues related to
teaching ethics into management accounting. Mintz (1990) carried out a study
regarding integrating ethics in management accounting courses. Using a sample of
members from the management accounting section of the American Accounting
Association, he found that the majority of the respondents did address ethics in their
courses. However, the study revealed that very few of the textbooks used included
ethics yet they are the common teaching material for students. Bampton & Cowton
(2002a; 2002b) surveyed university academics in the UK and found a small number of
management accounting lecturers who claimed that they include ethical issues in their

materials. Bampton & Cowton suggested that personal interest in ethics may be one
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significant reason for the addressing of ethics in lecturers’ courses. Similar findings

were obtained by Hajjawi (2008) who studied Palestine universities.

Little research has been undertaken concerning management accountants’ moral
development. A study by Etherington and Schulting (1995) investigated the moral
development of Canadian Management Accountants (CMAs) and factors that may
affect it. They found that Canadian CMAs had a similar level of moral reasoning to the
Canadian CPAs and a higher level compare to the US CPAs. Additionally, the
researchers found that gender associated significantly with CMAs’ moral development
and suggested that the higher level of ethical education in Canadian universities could
be one explanation for these results. Similarly, Etherington & Hill (1998) studied US
Certified Management Accountants (CMAs). They found that the US CMAs had a
similar level of moral reasoning to Certified Public Accountants (CPAs) and there was
a connection between conservative social beliefs and lower levels of moral reasoning.
Moreover, the researchers found that differences in moral development were based on
gender-females had a higher level of moral reasoning than their male counterparts. The
researchers recommended further research in this area, especially to give more attention
to the issue of education and the relationship between moral reasoning and rule-

orientation.

Although several empirical studies have been conducted concerning ethical decision
making in accounting, there has been very little research into the management
accounting area. Mihalek et al. (1987) surveyed a sample from the members of the
National Association of Accountants (NAA) to determine if management accountants
had manipulated financial reports due to the pressure of their organizations, how they
reacted and solved this issue, and whether the code of ethics was considered. The
results indicated that the organization’s and management accountants’ characteristics
(including work experience, type of certification they have, and job title) had a
significant relationship with ethical decisions. A professional code of ethics had no

significant relationship with accountants’ ethical decision making. The researchers
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suggested that management accountants may not have been familiar with the

professional code yet.

Flory et al. (1992) used a questionnaire that included four scenarios, adopted in this
study, to explore how US CMAs make their ethical judgments in relation to accounting
ethical issues. Three dimensions were used to evaluate the ethical perceptions. It was
found that moral equity, relativism, and contractualism capture a significant amount of
the decision dynamics performed by the participants to make ethical judgments. Also,
they found that these dimensions capture an important amount of the variance in ethical
intention. They recommended that further research is needed concerning the
relationship between moral development and the ethical decision process of
management accountants. Johnson and Beard (1992) examined a random sample of
CMAs, professors and students in the USA to identify how individuals perceive the
behaviour of management accountants. No agreement was found between the groups
examined concerning what constitutes unethical behaviour. Participants indicated that

ethics education should be given more attention.

A study by Douglas et al. (1994) compared the dimensions of personal moral
philosophy of the CMAs and internal auditors in the USA. They found that, while
management accountants were more absolutist than internal auditors, internal auditors
were more subjectivist than management accountants. The researchers concluded that
management accountants are more likely to perceive ethical issues in terms of right and
wrong than internal auditors. They argued that this result may be because internal
auditors typically encounter a variety of situations at their workplace and are more

likely to consider only the rules and regulations when making their decisions.

Jones and Hiltebeitel (1995) investigated the relationship between the individual
variables and organizational variables and ethical decision process of management
accountants from the Institute of Management Accountants (IMA). Using ANOVA, the
results of the questionnaire and the five scenarios included revealed that age, gender,

education and code of ethics had a significant relationship with ethical decision making
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process. The researchers suggest further research regarding the exact role of these

variables.

Using a questionnaire including ten scenarios, Goodwin et al. (2000) studied a sample
of Australian and Singaporean accountants who worked within different settings (i.e.
internal auditing, management accounting and public practice). The aim of this study
was to investigate the impact of cultural dimensions (e.g., Individualism/Collectivism,
Power Distance, Uncertainty Avoidance), as suggested by Hofstede (1980; 1991), on
ethical decision making process. The result showed that differences between the two

samples were significantly based on the cultural dimensions.

The role of codes of ethics within management accounting area has been investigated
by some empirical studies (e.g., Coppage, 1988, 1992; Douglas & Otto, 2002; Jones &
Hiltebeitel, 1995; Morgan, Soroosh, & Woelfel, 1985; Philip & Cottell, 1987; Sheldahl,
1986). These studies focused mainly on examining the content of the professional code
of ethics developed by management accountants’ professional bodies and whether

management accountants used them to solve the ethical issues they had encountered.

Morgan et al. (1985) examined management accountants’ opinions of code of ethics
after NAA published a statement on management accounting (SMA) No 1C : Standards
of Ethical Conduct for Management Accountants. Questionnaires were mailed to 400
CMAs and 400 corporate controllers in the US. Participants believed that a code of
ethics is important and supported their organization’s code of ethics, but it is not a final

solution for ethical issues faced.

The study of Coppage and Sriram (1992) concluded that further evaluation of the
current code of ethics was needed and several behavioural issues might not easily be
matched to the content of the current code of ethics. In another study, Coppage (1992)
interviewed 25 US CMAs to develop a questionnaire in order to evaluate the
professional code of ethics. The results revealed seven categories of 330 behaviours.

The seven categories included Supervision, Confidentiality, Objectivity, Integrity,
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Legality, Competence, and Conflicts of Interest. In both studies, the researchers
recommended that a Supervision section should be considered in the future professional
code of ethics. Douglas and Otto (2002) examined whether the professional code of
ethics developed by the IMA was considered by US CMAs in recognizing and solving
ethical issues. The researchers concluded that the code of ethics was significantly
related to the ethical decisions made by members to solve the faced ethical issues. Other
results reported by the study revealed only weak relationships between members’
ethical decision making stages (recognition and judgment) and their personal moral

philosophy, age, certification, and corporate ethical values.

Ethical issues that may face management accountants at their workplace have been
investigated (e.g., Coppage, 1992; Coppage & Sriram, 1992; Fisher & Lovell, 2000). In
their qualitative and quantitative study, Fisher and Lovell (2000) interviewed 45
members of the UK CIMA. Various ethical issues within organizations were identified
by participants. The authors categorized these issues, or problems as they sometimes

labelled them, in eight categories as follows:

e Distributive justice (e.g., ethical issues related to distributing rightly the
organization’s resource and budgets between departments, programmes, and
groups within organizations).

e Economy with the truth (e.g., omit, delay, and withhold some of the crucial
information in order to have desired outcomes; a better example the authors found
was related to ‘recasting information to justify a particular treatment of budget
codes and accruals’)

e Confidentiality and privileged information (e.g., disclosing the confidential
information and the issue of insider information)

e Conflict of interest (e.g., whether the accountants should follow the interest of their

organization at the cost of their professional code of ethics and vice versa)

19



e Bullying (e.g., managers bullied or harassed members of staff and vice versa to
achieve a desirable outcome as well as the issue of indispensable skills to blackmail
the organization for personal interests)

¢ Rule-bending and ethical risk-taking (e.g., breaking rules where they are thought to
be wrong, misusing the organization’s equipment such as phones, and signing off
documents without appropriate check)

® Matters of principle (e.g., considerations as to personal principles, animals right is
an example)

e Giving and withdrawing trust (e.g., trusting a person despite the fact he/she has
done prejudiced things and also giving a second chance to those who had broken

trust)

Additionally, the researchers added that interviewees experience similar ethical issues
at their work regardless of their specialism. Code of ethics was also investigated by
Fisher and Lovell’s study; it was found that members used them to resolve the ethical
issues they faced at their workplace. Additional results provided by this study were
related to the issue of whistle-blowing; fifteen cases were reported by thirteen
participants, but none felt able to take the issue to a higher level within the organization.
It is worth mentioning here that the current study depended heavily on the ethical issues
presented above to develop several questions related to identifying the ethical issues

that exist within the Libyan management accounting context.

In general, it can be noted that research on management accounting ethics has mostly
focused on evaluating the contents of the professional code of ethics and also
investigating whether ethical materials were included in management accounting
courses. Additionally, these studies were essentially conducted in developed countries,
particularly the USA, Canada, and the UK. Moreover, few empirical studies examined
the relationship between individual and organizational variables and management
accountants’ ethical decision making process, and this was done a long time ago. Thus,

a gap can be noted in the literature of management accounting ethics, especially
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research related to the impact of several organizational variables such as ethical climate,
organizational size, type of industry, and of several individual variables such as work
experience, educational level, gender, and personal moral philosophy, and moral
intensity dimensions (the six components of moral intensity). This study hopes to fill
this gap by conducted an empirical investigation of the association between a range of
individual variables, organizational variables, and moral intensity dimensions and
management accountants and accounting students’ (the future accountants) ethical

decision making stages.

1.4 Research Motivation

Several studies concerning ethics in accounting have been conducted in developed
countries (Bampton & Cowton, 2002a; Bernardi & Arnold Sr, 1997; Chan & Leung,
2006; Comunale et al., 2006; Jones & Hiltebeitel, 1995; Keller et al., 2007; Loeb, 1971,
1988; Low, Davey, & Hooper, 2008; O'Leary & Stewart, 2007; Ponemon, 1992, 1993).
However, there is limited research has been done in developing countries (Al-Shaikh,

2003; Filop, Hisrich, & Szegedi, 2000; Shafer, 2007) such as Libya.

An excellent opportunity and new challenge are given to scholars to investigate ethics
in accounting within these countries, especially during the period of their transition
from a planned to market economy, and also where corruption is somewhat higher.
Burgess and Mullen (2002) argue that the failure of business ethics over the last few
years; transition from planned to market economy, privatization and globalization are
expected to make the issue of ethics more vital than ever before in developing

countries.

Privatisation of state owned enterprises, liberalisation of trade and finance, restructuring
of companies, and the entry of foreign direct investment are generally considered to be
the most essential features of changing from planned to market economy. Such changes
certainly put great pressure on accountants in particular within organizations to be

aware of ethical issues that they might encounter during the time of that change.
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The transition from a planned to market economy in Libyan context, which started a
decade ago, has caused some changes in the environment of Libyan companies. For
instance, a number of non-oil companies have been sold to the private sector and others
are restructuring and under the supervision and control of The General Board of
Ownership Transfer of Public Companies and Economic Units (GBOT). This
association was established to carry out the programme of transferring public company
and economic unit ownership to the private sector. However, oil companies remain

under the control of government.

Management accountants within Libyan companies have been chosen for this research
for several reasons. First, although quite a lot has been written lately about moral
reasoning and ethical behaviour in organizations, few empirical studies have examined
the variables that influence ethical decision making of management accountants; see

discussion above.

Second, Libya is one of the developing countries which is currently at the stage of
transition from a planned to market economy. Consequently ethical decisions of
management accountants and variables associated to their ethical decisions making
when facing ethical issues need to be investigated, in order to understand what kind of
ethical issues are occurring and to determine the main individual and organizational
variables that might influence management accountants, so that the community,

organizations and employees can be protected from the spread of unethical behaviour.

Third, while there has been some research conducted concerning accounting ethics,
little research has been done concerning management accounting (Bampton & Cowton,
2002b; Etherington & Schulting, 1995). Fourth, some (Ford & Richardson, 1994; Jones
& Hiltebeitel, 1995; Keller et al., 2007) argue that individual and organizational
variables still need further investigation in order to increase the literature of the field of
business ethics, of which accounting ethics is considered to be one of the main
elements. Finally, to the best of the researcher knowledge no study concerning ethical

decision making has been done in Libyan business. This research proposes to fill this
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gap in the literature by testing a model of individual, organizational variables and moral

intensity dimensions influences on ethical decision-making.

1.5 Research Aims

The principal aim of this study is to determine the variables that influence ethical
decision making in a developing country. More specifically, this study was designed to
address the variables that influence management accountants and accounting students’
ethical decision making in Libya. To accomplish this aim, the following research

objectives will be pursued:

1. To identify what types of ethical issues are faced by management accountants

within Libyan companies;

2. To determine the relationship between individual variables (age, gender,
educational level, work experience, and personal moral philosophy) and the
decision making process of Libyan management accountants and accounting

students;

3. To determine the relationship between organizational variables (codes of ethics,
ethical climate, organizational size, and industry type) and the decision making

process of Libyan management accountants; and

4. To determine the relationship between moral intensity dimensions (magnitude
of consequences, social consensus, and temporal immediacy) and the decision

making of Libyan management accountants and accounting students.

Organizational variables were not examined in this study in relation of the accounting
students sample because they are full time students and had no work experience. The

reasons for the choice of particular variables for investigation are explained later.
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1.6 Research Methodology

This study was only interested to look at the Libyan management accountants’ ethical
decision making. Accounting student sample was used in this study to examine their
ethical decision making as they are expected to be the future accountants. Any
differences from current management accountants would indicate the possibility of
change in the future, whereas similarities would point towards stability, in spite of the
many significant changes that have been occurring in Libya. In this respect, Collins
(2000) pointed out that the current business students are the future business leaders and
understanding their ethical decision making process while in universities can be very
relevant to understanding their future ethical workplace decision making. Therefore,

Libyan accounting students were investigated in this study only for the check.

This section provides a summary regarding the study methodology used to meet the
study aims. Several procedures were undertaken to reach the final draft of the study
instrument. By adopting a cross-sectional methodology, a questionnaire includes four
scenarios, which were used in several empirical accounting ethics studies, was used in
this study to gather the data from two samples, Libyan accounting students and

management accountants.

The questionnaire including scenarios has been the common method in business ethics
research (see Chapter Three). It was formed in three main sections; demographic
individual and organizational variables were included in section one, while personal
moral philosophy was included in the second section. Section three was devoted to the
four scenarios. The questionnaire was administered to 392 Libyan management
accountants working within 71 Libyan companies and 168 Libyan accounting students
studying at four Libyan universities. A total of useable 229 (58.40%) questionnaires
were received from management accountants and 152 (90.50%) from accounting
students. The issue of reliability and validity of the study instrument was considered

and established. Descriptive statistics (means and standard deviations) and advanced
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statistical tests (e.g., independent sample t-test, One-way ANOVA, and Hierarchical

Multiple Regression) were used to analyse the data collected.
1.7 Libyan Context

Libya is a developing Arab and Muslim country and the first significant producer of oil
in North Africa. Historically, Libya had been occupied by several foreign powers, with
the Phoenicians setting a colonisation trend that saw the Greeks, the Romans, the
Ottomans and more recently the Italians followed by the British and France tutelage.
Since independence, the Libyan political and economic system has seen several

dramatic changes. The most significant of these changes are:

1. The UN declaration of the independence of Libya in 1951.

2. The discovery of oil in 1959, which turned the country from a poor into a
relatively wealthy nation with the potential for extensive development.

3. The revolution of Colonel Moummer Al Gaddafi in September 1969, followed
by his declaration of the Third Universal Theory in 1977, when the new political
system was introduced to Libya and the official name of the state was changed
to “The Socialist People's Libyan Arab Jamahiriya”. Accordingly, the country
became a socialist state, to be governed by the people, and authority was
transferred to the General People’s Congress (GPC).

4. In September 1992, the law of privatization was passed to regulate the private
sector within Libyan business environment and the door was opened for
privatizing several public sector organizations.

5. The UN sanctions in 1993, when Libyan government refused to hand over the
two suspects of the Lockerbie airline bombing in 1988 in Scotland.

6. In 2003, Libya was admitted back to the international community and the
sanctions were lifted, after a settlement was reached between the Libyan

government and the families of the Lockerbie victims.
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Since 2003, the Libyan government, with its new relationship with European countries
and the USA, has attempted to play a significant role in the world, and several
international organizations have entered the Libyan market. Recently, great attention
has been given to encouraging the private sector in Libya and several Libyan
manufactures and service companies were privatized (Central Bank of Libya, 2007).
Currently, there are over 190 large public enterprises (Ahmad & Gao, 2004). The main
aim of these enterprises is to offer services and goods to the public rather than to make
a profit. Generally, political and economic variables have an important relationship with
individuals’ attitudes and behaviours. Thus, these changes are more likely to have some

significant impact on Libyans’ ethical decision making process.

The Islamic religion and Arabic language are the two dimensions that characterize
Libyan culture. According to Hofstede (1984, p. 389), culture can be defined as “The
collective programming of the mind which distinguishes the members of one category
of people from those of another.” Hamid et al. (1993) state that culture “may be taken
to refer to all those social, political and other factors which influence individuals’
behaviour”. Every culture has its own values and norms that are developed over
generations. Culture plays a significant role in individuals’ ethical reasoning and
attitudes (Christie, Kwon, Stoeberl, & Baumbhart, 2003). Primarily, cultural values are
transmitted to a culture’s members by parenting and socialization, education and
religion. Moreover, Ahmed et al. (2003) argue that ethics and ethical decision making

processes involve the application of societal values.

With regard to the Libyan aspect, Aghila (2000) indicated that family, religion and
language have a significant impact on the attitudes and behaviours of individuals both
in Libya and in Arabic society in general. The Libyan family operates as a small
society, with its members being assigned to a hierarchical order, according to age and
generation. Authority and leadership are the preserve of the father, grandfather or eldest
son (El Fathaly, 1977, cited in Ahmed, 2004). This hierarchy is supported by Islamic
principles and Arab tradition (Bjerke & Al-Meer, 1993). Moreover, like other Arab
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states, Libya is characterized by the extended family, clan, tribe and village, which play
a significant role in the society’s life and individuals’ relationships with each other
(Agnaia, 1997). Additionally, personal relationships and family connections can play a
more important role in many decisions regarding business and career promotion than
practical experience or academic qualification. Thus, individuals’ ethical behaviours are

more likely to be influenced by many members within the society.

Libya is one of a number of Arabic countries included in Hofstede’s (1997) cultural
study, along with Egypt, Iraq, Kuwait, Lebanon, Saudi Arabia, and the United Arab
Emirates. Although Arab countries have many similar common characteristics, they
differ from each other in many aspects. Hofstede (1997) reported that, for instance, the
Saudis are more collectivist than some other Arabs such as the Lebanese or Egyptians.
Comparisons of culture values between Arab countries and other countries have been
reported (Baydoun & Willett, 1995; Hofstede, 1997). Arab countries scored higher
levels of power distance, uncertainty avoidance, and collectivism than several western
countries such as the UK and the USA. These dimensions have been found to have a
significant relationship with individuals’ ethical decision making process (Cherry, Lee,
& Chien, 2003; Christie et al., 2003; Fleming, Chow, & Su, 2010; Goodwin &
Goodwin, 1999; Roxas & Stoneback, 1997; Singhapakdi, Vitell, & Leelakulthanit,
1994; Vitell & Paolillo, 2004). Moreover, it has been argued that cultures where there is
low individualism, and stronger in both uncertainty avoidance and power distance,
would place more importance on codes of behaviour (Marta, Attia, Singhapakdi, &

Atteya, 2003).

Religion promotes social solidarity, partly by providing norms and values that reduce
conflict and also by forcing sanctions against antisocial behaviour (Kennedy & Lawton,
1998). Research regarding the impact of religion upon individuals’ ethical decision
making process is well documented (Conroy & Emerson, 2004; Kennedy & Lawton,
1998; Singhapakdi, Marta, Rallapalli, & Rao, 2000). Islam, like other religions in

several countries, is one of the most significant factors which has shaped current Arab
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value systems (Darwish, 2001). In general, Muslims derive their ethical system from
the teachings of the Quran (which Muslims believe was revealed by God to the Prophet
Muhammad, peace be upon him) and from the Sunnah (the recorded sayings and
behaviour of the Prophet Muhammad, peace be upon him) (Abbasi, Hollman, & Murrey
Jr, 1989; Rice, 1999). Also, the Islamic tradition places ethical/social activity ahead of
individual profit maximization (Beekun, Hamdy, Westerman, & Hassab, 2008; Rice,
1999). Rice (1999) added that in Islam, it is ethics that dominates economics and not
the other way around. Also Islam urges strict compliance with the moral dictates of the
Quran; therefore, followers of this belief tend to be more idealistic and less relativistic
(Abeng, 1997). Libyans are predominantly Muslim and approximately 97% of them are
Suni. In 1977, the importance of religion in Libya was clearly demonstrated by
legislative acts that the Holy Quran became the major source of the written laws and
most of the legal environment surrounding business transactions. Therefore, strict
adherence to the tradition of Islamic religion in Libya would strengthen deontological

norms and codes of ethics in individuals’ ethical system.

The Libyan accounting profession and accounting education have been recognized in
Libya for several years. Two periods of time can be recognized regarding the
development of accounting education and the accounting profession in Libya. The first
is before independence when there was no formal accounting education available for
local people and no domestic accounting profession was established; business depended
mainly on foreign accounting firms from western countries (Bait-El-Mal, Smith, &
Taylor, 1973; Buzied, 1998; Kilani, 1988). Generally, in the 1950s the country was
greatly reliant on advisers from the UK, USA and UN (e.g., the Libyan Public
Development and Stabilisation Agency, the Libyan American Reconstruction
Commission, the Libyan and American Joint Service) to build up its accounting system
(Ahmad & Gao, 2004). The second period started after independence, when accounting
education was offered to students at pre-university and university level. In 1957, for
example, the Faculty of Economics and Commerce at the University of Libya (currently

called Garyounis University) opened the accounting education department and started
28



to offer accounting courses to Libyan students. In general, Libyan accounting education
has relied significantly on the British and the US models (Ahmad & Gao, 2004; Buzied,
1998; Kilani, 1988). Recently, Libyan accounting education has witnessed several
changes and developments including developing several accounting curricula, sending
many accounting students abroad (PhDs, Master’s, and Bachelor), and restructuring
several accounting departments at Libyan universities. However, including ethical
material in accounting curricula has not been considered in Libyan accounting
education. Formal education is regarded as one means of intervention conducive to
moral development. Researchers have repeatedly reported that moral development is
highly associated with the level of education (Armstrong, Ketz, & Owsen, 2003;
Steven, Cooper, & Leung, 2006). Moreover, some research has shown significant
results related to ethics courses (David, Gerard, Paul, & Peter, 2009; Leung & Cooper,
1994; Nellen & Monsour, 2007; Wright, 1995).

In 1973, the Libyan Accountants and Auditors Association (LAAA) was established
when the Law No. 116 of 1973 was enacted. The LAAA member should be Libyan
having a university degree in accounting and at least five years of qualification. Several
other issues were covered by Law No 116, including responsibilities, registration, fees,
exercise of profession, obligations of accountants and auditors, and penalties. Although
the LAAA was established a long time ago, it has done nothing to build any theoretical
base for the accounting profession in Libya (Bakar, 1997). Bakar identified several
limitations regarding the LAAA including: 1) no code of ethics has been suggested, 2)
it has failed to regulate itself and to recognize its obligation towards the public interest,
and 3) some of its objectives have not been achieved, including holding and
participating in activities such as research, conferences, seminars, continuing education
and training programmes. Currently, members of the LAAA are practising mainly as
auditors and offer several services, including auditing, taxation, accounting advice, and
accounting systems design. In Libya, no separate professional body has been
established for management accountants since the LAAA is the only accounting

professional body established in Libya so far (Ahmad & Gao, 2004). Accordingly,
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Libyan management accountants may only consider their organizations’ code of ethics

and their individual system when facing ethical issues.
1.8 Thesis Structure

The thesis is organized into five chapters. Chapter One provides an introductory outline
of the study and highlights the study motivation and aims. Also this chapter discusses
and analyses the empirical literature of management accounting ethics. Several issues

related to the Libyan context were presented.

Chapter Two provides an overview of the literature related to the ethical decision
making four stages as suggested by Rest (1986) and variables that have been
hypothesized, and some found, to have significant relationship with these stages. These
variables include first, individual variables (age, gender, educational level, work
experience, and personal moral philosophy); second, organizational variables (code of
ethics, ethical climate, type of industry, and organizational size); and third, moral
intensity dimensions (magnitude of consequences, social consensus, and temporal

immediacy).

Chapter Three describes the methodology of the study. It provides detailed information
on the sample and the population of this study, the design and testing of the
questionnaire, the content of the final draft of the questionnaire, and the procedures to
the questionnaire translation. It also discusses and analyses the scenarios adopted in this
study. Additionally, it explains how the study instrument was administered to Libyan
accounting student and management accountants. Issues related to the validity and
reliability are presented and explained. Statistical tests used in this study are discussed

at the end of the chapter.

Chapter Four presents the results of the data collected. It presents the hypothesis tests

by using several advance statistical techniques such as Hierarchical Multiple
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Regression and One- way ANOVA. Also, it provides detailed discussion on the

assumptions of the statistical tests used in this study.

Finally, Chapter Five summarizes the major results of this study and provides related
discussion. Also, it discusses the study’s contribution to knowledge. The limitations of

the study, recommendations and conclusions are provided at the end of the chapter.
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Chapter Two

Theoretical and Empirical Background of Variables

Influencing Ethical Decision Making Process

2.1 Introduction

This chapter aims to provide an essential theoretical and empirical background in relation
to the association of individual, organizational variables and moral intensity dimensions
with ethical decision making process. It is organized into seven sections starting with a
review of the four stages of ethical decision making process; ethical recognition, ethical
judgment, ethical intention, and ethical behaviour. The third section is devoted to discuss
the business ethics literature that relates to the variables that influence ethical decision
making process. These variables are, first, individual variables (age, gender, educational
level, years of experience, and moral philosophy), second, organizational variables (codes
of ethics, ethical climate, and size and type of industry), and third, moral intensity
(magnitude of consequences, social consensus, and temporal immediacy). In the fourth
section, limitations of previous studies are discussed. A summary of this chapter, the

model and the hypotheses of the study are presented in the final three sections.
2.2 Ethical Decision Making Processes (EDM)

Theories on ethical decision making (EDM) are several. Researchers turn to ethical
theories, philosophical and psychological approaches to understand ethical decision
making process. Two approaches are commonly adopted in the area of business ethics;
the normative approach and the descriptive approach (O'Fallon & Butterfield, 2005). The
normative approach, which is based on the field of moral philosophy and theology, is
concerned with how individuals should behave, what is right and wrong and what ought
to be done. On the other hand the descriptive approach, which is based primarily on the

area of business and psychology, is concerned with how individuals actually make ethical
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decisions, what steps they take, which moral principles they invoke and what other

variables influence their decisions (Miner & Petocz, 2003).

There have been lots of normative or moral philosophy theories (e.g., Aristotle & Plato)
have been done, however they are not in management or business ethics area. To date,
most empirical studies in the area of business ethics area especially ethical decision
making are more descriptive rather than normative in nature (McMahon & Harvey, 2007,
Nill, Schibrowsky, & Peltier, 2004). For example, the well-known ethical decision making
models (e.g., Jones, 1991; Rest, 1986; Trevifio, 1986) are descriptive theory based, and
they assume that ethical decision making process is affected by numerous individual,

organizational variables and the characteristics of ethical issue (Nill et al., 2004).

Ethical decision making is defined as “a process by which individuals use their base to
determine whether a certain issue is right or wrong” (Carlson et al., 2002, pp. 16-17).
Jones (1991) adds that ethical decision is both legal and morally acceptable to the larger
group. Guy (1990) argued that ethical decision making in the workplace entails
individual morality and work related judgment. He concluded that the characteristic of
ethical decision making consist of 1) the decision influences two or more values; 2) the
individual is encountered with a dilemma; and 3) the process is filled with uncertainty,
and unknown outcomes a wait. These characteristics show the difficulty and complexity

in the nature of ethical decision making process (Miao-Ling, 2006).

Rest’s (1979, 1986) theoretical frameworks are possibly the most important writing on
the ethical decision making process within organizations. He proposed a four-stage
ethical decision making sequence (see Figure 2.1) to describe individuals’ cognitive
stages when they faced ethical dilemma. These stages comprise 1) ethical recognition —
being able to interpret the situation as being ethical or unethical; 2) ethical judgment —
deciding which course of action is morally right; 3) ethical intention — prioritizing ethical
alternative over other alternatives; and 4) ethical behaviour — engaging in ethical
behaviour. Rest argues that each stage is conceptually different and that success in one

stage does not mean success in any other stage. Wotruba (1990) states that these types
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generally occur in the sequence implied, although they can affect each other. Since the
early 1980s, most of ethical decision making studies and models within business area
have been heavily based upon Rest’s framework. Business researchers from different
areas such as marketing, auditing, and management, and different countries have adopted
this framework in their research. While some have examined only one stage (e.g., Weeks,
Moore, McKinney, & Longenecker, 1999; Yetmar & Eastman, 2000), others have
investigated two or more stages (e.g., Bass, Barnett, & Brown, 1999; Nguyen &

Biderman, 2008)

Ethical Ethical Ethical Ethical
Recognition Judgment Intention Behaviour
D
Figure 2.1 Ethical decision making stages

Trevifio (1986) offered an interactionist ethical decision model, which was mainly built
on Kohlberg’s (1969) cognitive moral development (CMD) theory (see ethical judgment,
section 2.2.2) and included three parts from Rest’s model of the ethical decision making
process in her model. In this complex model, she describes ethical decision making
process in three stages from recognizing the ethical issue, to cognitive processing, to
engaging in the real action. Both individual and organizational variables were
incorporated within this process. She proposed that ethical decision making is the
outcome of an interaction between individual and organizational variables regarding
individual’s manner of thinking about ethical dilemmas. Including these variables in
ethical decision making theoretical frameworks is considered to be one of the important
developments in business ethics research; for example, the three reviews of Ford and
Richardson (1994), Loe et al. (1996) and O'Fallon & Butterfield (2003), which will be
discussed later in this chapter, revealed that more than forty individual variables and
organizational variables have been investigated and several significant relationships with

the stages of ethical decision making have been found.
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Based on Rest’s (1986) model, Jones (1991) built his issue-contingent model of ethical
decision making. He argues that most models of ethical decision making in business
ethics research were developed on Rest’s (1986) sequential four components model.
Nevertheless, none of these models incorporated the characteristics of the moral issue
itself as either an independent factor or a moderating factor (Jones, 1991). Therefore,
Jones incorporated the features of the moral issue itself (i.e., moral intensity components,
see section 2.3.3) into the ethical decision making process model. He argues that people
react differentially to ethical issues in a way that is systematically related to
characteristics of the issue itself. Jones claims that the characteristics of ethical issue

itself are crucial determinants of ethical decision making process.

Hunt and Vitell (1986) developed a positive theory of marketing ethics by integrating
moral philosophy. They argued that normative theories of moral philosophy (e.g.,
teleology & deontology) must be included in ethical decision making theories. Hunt and
Vitell propose that ethical decision making starts with recognizing the ethical dilemma in
a given situation. Both deontological and teleological evaluations then are used to judge
various courses of action to obtain related ethical judgments. Intentions to act will be the
outcome of those ethical judgments made. Finally, ethical behaviour is the result of these
sequence stages. Hunt & Vitell (1986) argue that ethical judgment does not always agree
with the intent of action and also ethical behaviour is not always consistent with the
ethical intention. Although Hunt and Vitell added a stage of teleological evaluation, in
which the consequences of the ethical decision are evaluated, they did not suggest a
systematic association between consequences and subsequent components of the model

intentions and behaviour (Jones, 1991).

In general, all of these models (Hunt & Vitell, 1986; Jones, 1991) are essentially based on
Rest’s (1986) model, and each of them incorporated some factors that have been
empirically found to possibly influence the stages of ethical decision making process.
Because this study is interested to investigate the association of some individual,

organizational variables, and the characteristics of the ethical issue with the ethical
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decision making stages (ethical recognition, ethical judgment, and ethical intention),

these models as well as Rest’s model are primarily used here to achieve its aims.

Descriptive business ethics studies have been built on theoretical models derived from
Rest’s (1986) model of ethical decision making (Groves, Vance, & Paik, 2008).
Traditionally, the four stages (ethical recognition, ethical judgment, ethical intention, and
ethical behaviour) have been treated as the outcome variables, while researchers have
investigated individual, organizational variables and moral intensity characteristics as
predictor variables (Loe, Ferrell, & Mansfield, 2000; O'Fallon & Butterfield, 2005).

These four stages of ethical decision making are discussed below.

2.2.1 Ethical Recognition

Ethical recognition is the fundamental and crucial stage in ethical decision making
process, because recognizing ethical issue as morally presumably helps to initiate ethical
decision making. Butterfield et al. (2000, p. 988) defined ethical recognition as ‘“‘an
individual’s recognition that his or her potential decision or action could influence the
interests, welfare, or expectations of the self or others in a way that may conflict with one
or more ethical principles”. Three key points can be perceived in this definition: the
recognition of the decision maker, the decision or action, and individuals who will be

affected.

The ethical decision making process begins when an individual can recognize that the
situation involves an ethical issue or an ethical principle ought be applied (Rest, 1986).
Rest argues that an ability to identify and properly assess the ethical issue in situations is
a necessary prerequisite to right ethical decisions. Hunt and Vitell (1986) describe this

stage as the catalyst that entirely drives ethical decision making process.

In their review of ethical behaviour in organizations, Trevifio et al. (2006) found that two
approaches have been used by researchers to investigate ethical recognition. The first

approach focuses on an individual’s ethical sensitivity (ethical recognition), which refers,
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as mentioned early, to the ability of the individual to identify the ethical issue in a given
situation. Several studies have been done regarding this stage in many areas such as
marketing (Seshadri & Broekemier, 2009; Sparks & Hunt, 1998), accounting (Geiger &
O'Connell, 1998; Shaub, Finn, & Munter, 1993; Yetmar & Eastman, 2000), and
management (Minett, Yaman, & Denizci, 2009). In general, these studies revealed that
ethical recognition was affected by several variables such as gender and age and provide
that work experience and training can improve individuals’ ethical recognition. The
second approach considers the individual as only as any of many variables that can form
ethical recognition. An example for this approach is the Jones’s model of moral intensity
which focused on the characteristics of the ethical issue itself rather than the individuals

themselves.

Although individuals make many ethical decisions, they do not always recognize the
ethical elements of their decisions. In this context, Hunt & Vitell (2006, p. 147) state that
“when placed in a decision-making situation having an ethical component, some people
never recognize that there is an ethical issue involved at all.” Likewise, Rest (1986, p. 6)
claims that differences between individuals in their propensity to identify ethical issues
can be striking: “Before it happens to some individuals that an ethical issue may be
involved, they have to see the blood flowing; other people are so supersensitive that
every act, work or grimace takes on momentous moral implications.” However, some
(Jackling et al., 2007) argue that the problem for individuals is that ethical issues are
often hidden and they often not have the ethical sensitivity to recognize ethical issues
when they arise. Moreover, Sparks and Hunt (1998) point out that ethical sensitivity does
not mean ethicality; being more ethically sensitive does not imply necessarily that an
individual is more ethical, since many individuals who behave immorally might be
conscious of the ethical issues involved in their decisions. They add that individuals

might behave differently if they know that some of their decisions have ethical elements.

Jones (1991) claims that recognizing ethical issues involves two components that are

necessary to identify the ethical issues: 1) individual must realize that his/her actions will
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influence the welfare of others and 2) the individual has volition in the issue. Hence, if
the individual fails to identify the ethical issue, he/she has no chance to continue through
the next stages of ethical decision making and their decision will be made according to
other aspects such as economic motivation. Chia and Mee (2000) maintain that when the
ethical dimensions of an issue are recognized by individuals, this recognition has the
potential to influence their judgments, intentions and behaviours. Hence, the ability to
recognize the possible impact to one’s self and others is the main element in the ethical

recognition construct (VanSandt, Shepard, & Zappe, 2006).

Empirical research (e.g., Chan & Leung, 2006; Ferrell & Gresham, 1985; Jones, 1991;
Roxas & Stoneback, 2004; Trevifio, 1986) has suggested and demonstrated that ethical
recognition is contingent upon individual variables (e.g., age, gender, level of education,
etc), organizational variables (e.g., code of ethics, ethical climate, top management, etc)
and the contents of ethical issue (e.g., magnitude of consequences, social consensus,
probability of effect, etc). Researchers have called for more research to clarify those

variables that may affect ethical recognition (Chan & Leung, 2006; Trevifio et al., 2006).
2.2.2 Ethical Judgment

The second stage of ethical decision making process is ethical judgment. Trevifio (1986,
p. 604) defined ethical judgment as “cognitive process in which an individual determines
which courses of action are morally right or wrong”. The main element of this definition
is that cognitive skills will be used by the decision maker when faces an ethical issue to
distinguish between the right and wrong. Deciding between the right and wrong is a vital
element in ethical judgment stage that if the individual does not have an actual choice of
right or wrong then the individual’s judgment cannot actually be explained as ethical
(Murphy, 2007). Once an individual realize that there is an ethical issue in a given
situation, the ethical judgment ought to be more likely to be triggered (Rest, Narvaez,
Thoma, & Bebeau, 1999). Can et al. (2005) suggest that the process of ethical judgment
is theorized to depend on internalized moral standards. These standards can be affected

by individual variables, organizational variables and the characterisers of the issue itself.
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Schminke et al. (2007) add that individuals use these standards to weigh alternatives and
determine the correct actions. In their model of ethical decision making, Hunt and Vitell
(1986) claim that deontological and teleological evaluations play key role in making
ethical judgments about the ethical issue and in turn may influence individual’s intentions
to behave in particular way. Ethical judgment is basically an approach of perceiving and

finding resolutions for ethical conflicts in given situation (Ponemon, 1990).

This stage is primarily based on the cognitive stages of moral development (CMD)
developed by Kohlberg (1969, 1981), which is originally based on the early work of
Piaget (1932/1965). Kohlberg’s theory of CMD has been the theoretical base for various
versions of ethical decision making theories (Haines & Leonard, 2007a; Rest, Bebeau, &
Volker, 1986). It addresses how the cognitive processes of ethical decision making
become more sophisticated as individuals develop (Haines & Leonard, 2007a).Trevifio
(1986) used Kohlberg’s model to build up a theory of ethical decision making that centres
on the characteristics of the individual making the decision. Her model connects ethical
judgement to ethical behaviour and proposes that individual factors influence links
throughout the process of decision making rather than only judgments of whether the
behaviour was acceptable and ethical (Haines & Leonard, 2007a). In this respect, Rest
developed the Defining Issues Test (DIT), to determine the level of individual’s moral
development and the reasons behind ethical decisions (Forte, 2004). Much research has
indicated that CMD directly influences ethical decision making process (e.g., Ashkanasy,
Windsor, & Trevifio, 2006; Reynolds, 2006; Thorne, 1999; Trevifio, 1986).

Although the purpose of the present study is not to elaborate extensively upon the
theoretical aspects of CMD, some explanations of Kohlberg’s theory are beneficial in

order to understand the theoretical background of the study.

The theory of CMD is concerned with how judgments are made and why individual
formulates judgment. This theory, which was based on interview data and direct
observation, consists of three levels and within each level there are two different stages

(see Figure 2.2). Level one (stages one and two), which is known as pre-conventional
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level, individuals base moral reasoning on their personal interests. Level two (stages three
and four), which is known as conventional level, individuals develop their moral
judgments from the perspective that they are part of a group whose members share
common interests. Level three (stages five and six), which is known as post-conventional
level, individuals function rationally and ethically in an effort to maintain the ethical
standards upon which a just society is built (Steven et al., 2006). Ponemon (1990) states
that one way to understand these three levels is to think about them differently in terms of

the relationships between the self and society's rules and expectations.

In stage one, obeying the rules is important because it is a means to avoid punishment.
Individuals at stage two base their ethical judgments on a type of cost-benefit analysis,
primarily reflecting their personal interests. At stage three individuals behave ethically in
order to satisfy the interests of significant others. At stage four, the focus is on
maintaining law and order by following the rules, doing one’s duty, and respecting
authority. Individuals at stage five begin to account for the differences in values,
opinions, and beliefs of others. At stage six, ethical behaviour is based on maintaining
universal principles of justice and ethics (Carlson & Kacmar, 1997; Kohlberg, 1969;
Steven et al., 2006). Generally higher levels of moral reasoning are indicative of higher

ethical standards (Jackling et al., 2007)

Figure 2.2 Kohlberg’s theory

Level One: Stage 1: Punishment-Obedience Orientation
Pre-conventional Morality Stage 2: Instrumental Exchange Orientation
Level Two: Stage 3: Good Boy- Good Girl Orientation
Conventional Morality Stage 4: Law and Order Orientation
Level Three: Stage 5: Social Contract Orientation
Post-Conventional Morality Stage 6: Universal Ethical Principle

Although the theory of Kohlberg has dominated the area of ethical research in
psychology as well as business, it is not without criticisms (Jones, 1991; Rest, Narvaez,
Thoma et al., 1999). In their review, Rest et al. (1999) summarized some limitations of

CMD theory. They criticise that theory of CMD focused only on ethical judgment as the
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main determent of ethical behaviour ignoring other parts of the ethical process such
ethical intention that can affect individual’s behaviour. Another criticism is that CMD
theory is based upon western philosophy and culture. Some Eastern countries, for
example China or India, have different cultures and philosophies that may have different
ethical views from “the western” that were not accounted for by Kohlberg’s theory;
however, Kohlberg’s theory is quite general and abstract and therefore can be applied to
those societies too. The final criticism to be mentioned here is that Kohlberg's theory was
primarily developed based on empirical research using only male participants. Gilligan
(1982) argued that Kohlberg's theory did not adequately describe the concerns of women.
Although this research is not interested to study gender differences in individuals’
cognitive moral development, one of its aims is to investigate empirically the role of

gender in ethical judgment.

Previous studies demonstrate that judgments that related to ethical issue are influenced by
multiple forces such as individual variables, organizational variables and the
characteristics of ethical problem itself (Eleonora & Niki, 2006; Leitsch, 2006). Ethical
recognition and ethical judgment are generally considered to be cognitive processes that

serve as precursors to ethical intentions and behaviours (Trevifio et al., 2006).
2.2.3 Ethical Intention

The third stage of ethical decision making process in Rest’s (1986) model is ethical
intention. Once an individual makes an ethical judgment, he/she formulates an intention
to behave ethically based on an assessment of the ‘right’ choice in opposition to other
alternatives (Sweeney & Costello, 2009). Ajzen and Fishbein (1980, p. 42) defined
intention as “the subjective probability that a given behavioural alternative will be

performed”. They conclude that intention is an essential determinant of behaviour.

According to Rest (1986) stated that ethical motivation (intention) is “the degree of
commitment to taking the moral course of action, placing moral values over other values,

and taking personal responsibility for moral outcomes” (Armstrong et al., 2003, p. 8). He
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argues that the intention of individuals to behave ethically, even at the expense of their
own interests, can stem from several things including shame, social norms, commitment
to a higher good, empathy, care and affection, and self-integrity. Therefore, at this stage,
the individual will have to weigh ethical values in relation to other values to establish
ethical intentions (Jones, 1991; Rest, 1986). Moreover, deficiencies in ethical intentions
could result in an unethical behaviour. In most common models of ethical decision
making (Hunt & Vitell, 1986; Jones, 1991; Rest, 1986) that have been constructed,
establishing ethical intentions is vital (Sweeney & Costello, 2009). In the Hunt and Vitell
(1986) model, ethical intention is considered to be the most important outcome variable
influenced by ethical judgment and the teleology of the action. Similarly, in Rest (1986)
and Jones (1991) models, ethical intention is the final outcome that is affected by ethical
judgment. Several previous empirical studies showed significant relationships between
ethical judgement and ethical intentions (Barnett, 2001; Marta, Singhapakdi, Ashraf, &
Vitell, 2004), whereas some studies revealed no significant relationships (Shapeero, Koh,

& Killough, 2003).

The Theory of Reasoned Action (TRA) (Ajzen & Fishbein, 1980; Fishbein & Ajzen,
1975) and its extension, the Theory of Planned Behaviour (TPB) (Ajzen,1985) are
considered to be the best known theories relate to ethical intention (Leonard et al.,
2004).They are entirely focused on the third and fourth stages of Rest’s model of ethical
decision making, ethical intention and ethical behaviour. Both theories provide a
framework to expand the understanding of the variables that associated with individual’s

ethical intentions (Buchan, 2005).

Basically, the TRA is based on an individual’s intention to engage in the action. The
TRA suggests that an individual’s intention to perform or not to perform a behaviour is
the immediate antecedent to the actual action (Cruz, Shafer, & Strawser, 2000).
According to this theory, attitudes toward behaviour and subjective norms are the
essential determinants of the individual’s intention to involve in a particular action.

Attitudes involve judgments whether the action is right or wrong and whether the
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individual intend to or not perform it. Subjective norms are the perception of how

individual should act (Buchan, 2005).

Later Ajzen (1985) extended the Theory of Reasoned Action (TRA) to the Theory of
Planned Behaviour (TPB); the model of this theory is described in Figure (2.3). Perceived
behaviour control was added to this theory to reflect the perception of how easy or
difficult it would be to carry out the action. Madden et al. (1992) argue that perceived

behavioural control will influence intentions to engage in behaviour.

Behaviour
Attitude
Subjective Intention Behaviour
Perceived =T

-

Behavioural -
Figure 2.3 The Theory of Planned Behaviour model

Both theories have been the basis of several studies. Previous empirical studies support
the proposed associations that are explained by the theories’ models (Buchan, 2005;
Madden et al., 1992; Randall, 1989; Sheppard, Hartwick, & Warshaw, 1988). Moreover,
they have contributed to ethical decision making research (Leonard et al., 2004). For
example, Dubinsky and Loken (1989) stated that their model of ethical decision making
in a marketing context was founded upon the framework of Theory of Planned Behaviour
(TPB). Empirical studies have shown some evidence that intention will lead to behaviour

(Oumlil & Balloun, 2008). Additionally, they have proved that the characteristics of
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ethical issue, individual and organizational variables influence the individual’s ethical

intention to engage in an ethical action (Leitsch, 2006; Loe et al., 2000).

Although the Theory of Planned Behaviour (Ajzen, 1985) predicts a link between
intention and behaviour and has been supported in some areas (e.g., Beck and Ajzen,

1991), recent ethics research has revealed that what an individual intends to do may not

be what an individual actually does (Weber & Gillespie, 1998).
2.2.4 Ethical Behaviour

The final stage of ethical decision making process is ethical behaviour. It is where an
individual engage in a proper action as a result of his or her intentions. Ethical behaviour
is defined as one that is both “legal and morally acceptable to the larger community”
(Jones, 1991, p. 367). Rest (1986) suggests that ethical behaviour is the outcome of

multiple and complex process.

Although many researchers (e.g., Reiss & Mitra, 1998; Trevifio et al., 2006) have
recommended that more empirical research is needed regarding ethical behaviour, some
argue that ethical behaviour is not easy to study due to its sensitive nature and the
difficulties in measuring and observing it without biases (Ampofo, Mujtaba, Cavico, &

Tindall, 2004).

Research related to Theory of Reasoned Action and Theory of Planned Behaviour, which
they were mentioned early, has found both theories are very useful in predicting
behaviour (Madden et al., 1992; Sheppard et al., 1988). Additionally, some argue that
when an organization wants to encourage ethical behaviour, they must focus upon factors
(e.g., individual factors, ethical philosophy, external factors and organizational factors)

that could affect and control that ethical behaviour (Cleek & Leonard, 1998).

Little research has been done related to this stage (O'Fallon & Butterfield, 2005). The
sensitivity of this stage and the related difficulties in measuring it (i.e. observing the

subjects to engage in the ethical/unethical behaviour cannot be easily achieved) may be
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one of the significant reasons behind this limitation (Broekemier, Seshadri, & Nelson,
1998; Haines & Leonard, 2007a; Trevifio, 1992). Apparently, studying this stage needs
much time and enough budgets, which were not available to the researcher. Moreover,
while most of prior empirical studies focused only on one or two stages of ethical
decision making (see Table 2.8), this study is looking at three out of the four stages of
ethical decision making. Based on this, ethical behaviour stage will not be examined in

this study.

2.2.5 Summary

The well-known models of ethical decision making (e.g., Hunt & Vitell, 1986; Jones,
1991; Rest, 1986), whether were established in the field of psychology or business, agree
that the process of ethical decision making of individuals consists of four stages. Stage
one is the ethical recognition which refers to the awareness of the individual that an
ethical problem exists in a given set of circumstances; any person fails to recognize the
ethical issue in a given situation, he or she will not have a chance to advance in the next
stages of ethical decision making. Stage two is the ethical judgment, which refers to the
judgments made by individual regarding the faced ethical issue; several studies have been
done concerning this stage which is predominantly based on Kohlberg’s theory of
cognitive of moral development. Stage three is the ethical intention which refers to that
the individual must intend to behave in ethically right way; Theory of Reasoned Action
and the Extended Theory of Planned Behaviour have been used by researchers to study
individuals’ ethical intention. The final stage is ethical behaviour which refers to the

engagement in the action.

These four stages have been found to associate with each other and can be affected by
several external and internal factors. An individual who demonstrates adequacy in one
stage may not necessarily be adequate in another and ethical failure can occur when there
is a deficiency in any one component, for example an individual who has identified an
ethical problem in a situation may have insufficient or incomplete moral reasoning to

determine the ideal moral action- a component two failure (Chan & Leung, 2006).
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Although research has shown that there are relationships between the three stages of
ethical decision making process, these relationships are not investigated in this study.
Rather, this study is only interested to investigate the influence of some individual,
organizational variables and three dimensions of moral intensity upon each of the three
stages (ethical recognition, ethical judgment and ethical intention). Theoretical and
empirical discussion of these variables and their influence upon the three stages of ethical

decision making are discussed next.
2.3 Variables Affecting EDM: An Overview of Theoretical & Empirical Background

Variables that associated with ethical decision making process are many. More than forty
sub-variables divided between personal variables, organizational variables, and variables
relate to the ethical issue itself have been found to have different levels of relationship
with the four stages of ethical decision making (Loe et al., 2000; O'Fallon & Butterfield,
2005, see also Table 2.8).

In this study, only the following variables are discussed and analyzed in terms of their
theoretical and empirical background: individual variables — age, gender, educational
level, experience, and moral philosophy; organizational variables — code of ethics, ethical
climate, size and type of industry; moral intensity components — magnitude of
consequences, social consensus, and temporal immediacy. Choosing only these variables
from the vast range of variables suggested in the literature of business ethics for research
within Libyan environment was mainly due to several reasons. Firstly, some of these sub-
variables, for example age, gender, codes of ethics, ethical climate, magnitude of
consequences and social consensus have been reported more than any other variables in
business ethics research (O'Fallon & Butterfield, 2005). However, little research has
investigated these variables within developing countries (Al-Khatib, Dobie, & Vitell,
1995; Shafer, 2007) such as Libya. Moreover, some of these variables, for example, age,
gender, and work experience can be easily collected from participants. Therefore, they
are included in this study. Secondly, there are some variables such as type of industry,

level of education, and some dimensions of moral intensity (i.e., temporal immediacy)
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have been paid very little attention by business ethics researchers across countries. Thus,
findings related to these factors will empirically add new evidence to the literature of
business ethics, and ethical decision making area in particular. Thirdly, investigating
some sub-varables in some countries can be valueless, for example examining nationality
and religion within only Libyan companies and universities is worthless due to that most
management accountants and accounting students in Libyan companies and universities
are Libyan as well as their religion is Islam. Finally, studying all variables that relate to

ethical decision making stages in limited time and budget cannot be easily done.

There are many reviews related to ethical decision making process have been already
done (e.g., Trevifio et al., 2006; Wright, 1995) in business ethics literature. However,
only the results of three comprehensive reviews concerning individual’s ethical decision
making in business ethics literature (Ford & Richardson, 1994; Loe et al., 2000; O'Fallon
& Butterfield, 2005) are used here. These reviews, which reviewed studies published in
prominent journals (e.g., Journal of Business Ethics, Business Ethics Quarterly, Journal
Business Research, Business Ethics: A European Review and Journal of Marketing),
comprise of more than 350 studies that investigated ethical decision making process and
variables have been found affecting it. Ford and Richardson (1994) reviewed 62 studies
between early 1960s and 1994; Loe et al. (1996) reviewed 124 empirical studies
conducted between 1994 and 1996, and O'Fallon & Butterfield (2003) reviewed 174
empirical studies that were published between 1997 and 2002. These three reviews offer
very valuable findings concerning variables that influence ethical decision making
process. Undoubtedly, reviewing empirical studies included in the three reviews again is
useless as long as their results were reported already within these reviews. Therefore
drawing related results from those reviews was beneficial in providing an empirical and

theoretical background for this study.

In order to ensure comprehensive coverage of the literature, in addition to the review of
those reviews, 44 empirical studies (see Tables 2.7 and 2.8 in pages 91-92) relate to

ethical decision making and variables affecting it in business ethics research were
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included in this study to have some updating results related to these variables and ethical
decision making stages. This also assisted to clarify and understand some of the

relationships existed between those variables and ethical decision making stages.

The studies presented in Table 2.8 were chosen if they met the following criteria. First,
the studies were published after 2003. The 2003 was selected as the first year of inclusion
as this was the last year in which studies were included in O'Fallon and Butterfield’s
(2005) review. Nevertheless, four additional studies (Davis, Andersen, & Curtis, 2001;
Pater & Anita, 2003; Schminke, 2001; Vitell & Singhapakdi, 1993), which were
conducted before that time, were added to the current study’s review because they were
missed in the three previous reviews. Second, the studies were selected if they were
conducted in business ethics literature field. Third, this review only included studies if
they examined the first three stages of ethical decision making represented by Rest’s
(1986) model. Finally, the studies only included if they examined the following variables
and their sub- variables; individual variables (age, gender, educational level, years of
experience, and personal moral philosophy), organizational variables (ethical climate,
codes of ethics, size of organization, and industry type), and finally three of six moral
intensity components (magnitude of consequences, social consensus, and temporal

immediacy).

Empirical studies have consistently found statistically significant relationships from
various individual, organizational variables and moral intensity components to each of
the first three stages (May and Pauli, 2002; O’Fallon and Butterfield, 2005). Thus, these
three stages of ethical decision making’s model serve as the primary theoretical

foundation for this study.
2.3.1 Individual Variables and Ethical Decision Making

Various individual variables including demographic characteristics, personality traits,
beliefs, values and attitudinal measures have been proposed in the literature of business

ethics to have an impact upon ethical decision making process. Moreover, range of
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individual variables has been studied in several areas such as marketing, management,
accounting, information system. Gender, personal moral philosophy, nationality,
education, culture and age have been the most commonly researched individual variables
that could affect ethical decision making process (O'Fallon & Butterfield, 2005).
However, the results regarding the impact of many of these variables on ethical decision
making process are still not conclusive. Nill and Schibrowsky (2005) argue that
differences in designing studies and the differences between each stage in ethical decision

making process can be one reason to make these results not always clear.

Trevifio (1986) utilized Kohlberg’s model of cognitive moral development to develop a
theory of ethical decision making that centres on the characteristics of the individual
making the decision; five individual variables were identified to have an influence on
ethical decision making process: moral reasoning level, education, ego strength, field
dependence, and locus of control (Haines & Leonard, 2007a). Rest et al. (1986) also
suggests that individual variables influence the relationships between the four stages
(Haines & Leonard, 2007a). Additionally, Hunt and Vitell (1986) argue that personal
characteristics influence individuals’ ethical decisions. As explained early, only five sub-
individual variables were included in this study. Both their theoretical and empirical
foundation are discussed and analyzed to identify and understand the nature of the
relationships of those variables with ethical decision making stages and how they
(variables) affect them (stages). These sub-individual variables included here are gender,
age, educational level, experience, and personal moral philosophy (idealism and

relativism).
2.3.1.1 Gender

Gender has been reported in more business ethics empirical studies than any other
demographic variable. Although much research (e.g., Betz, O'Connell, & Shepard, 1989;
Shaub, 1994; Simga-Mugan et al., 2005; Stedham, Yamamura, & Beekun, 2007) has

related to gender differences in making ethical decisions reporting mixed results, much

49



research has revealed that females are more ethical than males (e.g., Keller et al., 2007;

Lund, 2008; Oumlil & Balloun, 2008; Stedham et al., 2007).

Differences in gender have been theoretically discussed. Several approaches have been
theorized in the literature of ethics to find out rational explanations to these differences
(Betz et al., 1989; Nguyen, Basuray, Smith, Kopka, & McCulloh, 2008). The gender
socialization theory, which its foundation was laid by Kohlberg’s theory of moral
development, suggests that perspective of men and women regarding ethical issues are
generally attributed to the early socialization (Gilligan, 1982). Moreover, it proposes that
women and men bring different sets of values to the workplace. Since men are concerned
with achieving success, they are more likely to break rules and law and therefore
engaging in unethical behaviour (Guffey & McCartney, 2007). Women on the other hand
are more concerned with performing their tasks well and maintaining harmony in the
workplace, therefore, they are less likely to break the rules and law and consequently are
less to involve in unethical behaviour (Betz et al., 1989). Accordingly, women and men
will react in a different way when they face an ethical dilemma. Some (e.g., Gilligan,
1982; Peterson, Rhoads, & Vaught, 2001; Smith & Oakley, 1997) argue that women tend
to evaluate ethical issues in terms of their caring view of others, understanding
relationships and responsibility to the whole community, whereas men tend to perceive
ethical issues from rules, farness, rights and justice view. In their recent meta-analysis,
which tested several hypothesis regarding ethical issues, Jaffee & Hyde (2000) found
support for this theory.

The structural theory suggests that occupational environment and the rewards and costs
structure within the workplace will overcome the impact of gender differences that
caused by early socialization (Betz et al., 1989). Thus, women and men will similarly
respond to ethical issues within the workplace (Comunale et al., 2006; Derry & Green,

1989; Reidenbach, Robin, & Dawson, 1991).

Understanding gender differences in ethical decision making is crucial that more women

are not only entering the business environment but they have reached higher level of
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managerial positions than ever before (Nguyen et al., 2008) . Therefore, differences could
have practical impact on ethical decision making within business environment (Roxas &

Stoneback, 2004).

Much research has been undertaken regarding gender effects on ethical decision making
process and fairly inconsistent results have been found. In their review, Ford and
Richardson (1994) reported fourteen empirical studies related to the relationship between
gender and ethical decision making. Seven of these studies, as shown in Table 2.1,
revealed that gender had a significant impact on ethical decision making that women are
likely to behave ethically than men (e.g., Beltramini, Peterson, & Kozmetsky, 1984;
Ferrell & Skinner, 1988; Ruegger & King, 1992), whereas the remaining seven (e.g.,
Callan, 1992; McNichols & Zimmerer, 1985) suggested no significant differences
between men and women in ethical decision making. It should be mention here that
several previous studies examined ethical decision making process did not mention which
stages they investigated; therefore, the results of these studies were separately shown in

an EDM column in relevant tables (Tables 2.1, 2.2, 2.3, 2.4 and 2.5).

After eliminating thirteen studies that were already reviewed by Ford and Richardson
(1994), the review by Loe, Ferrell, & Mansfield (2000) added thirteen new studies related
to the role of gender in ethical decision making. Most results (e.g., Brady & Wheeler,
1996; Galbraith & Stephenson, 1993; Serwinek, 1992; Whipple & Swords, 1992)
indicated that gender had significant relationship with ethical decision making process or

women are more sensitive to ethical issues than men.

The forty-nine studies concerning gender effects in the review of O'Fallon & Butterfield
(2005) were presented based upon the relationship between the influences of gender and
each stage of ethical decision making. From Table 2.1, it can be seen that the bulk of
these studies (33) examined ethical judgment as a dependent variable; four examined
ethical intention and finally three investigated ethical recognition. While 24 studies
revealed that gender had no or few significant results on ethical decision making process

(e.g., Deshpande, 1997; Roozen, De Pelsmacker, & Bostyn, 2001; Smith & Oakley,
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1997), 16 studies provided significant results that women were more ethical than men or
there were differences that women are more ethical than men (e.g., Fleischman &
Valentine, 2003; Tse & Au, 1997). They concluded that gender ethics literature continues
to provide relatively stable results. They (O'Fallon & Butterfield, 2005, p. 379) stated that
“there are often no differences found between males and females, but when differences

are found, females are more ethical than males™.

Table 2.1 Summary of the Relationship between Gender and EDM

Stages and Recognition Judgment Intention EDM Total
Reviews Sig.D/* | No/few | SigD | No/few | Sig.D | No/few | SigD | No/few | Sig.D | No/few
F>M | SigD* | F>M | SigD | F>M | SigD | F>M | SigD | F>M | SigD
Current
review 3 3 8 8 9 5 1 1 21 17
2010
O'Fallon &
Butterfield 1 2 13 20 2 2 - - 16 24
2005
Loe et al.
2000 - - - - - - 9 4 9 4
Ford &
Richardson - - - - - - 7 7 7 7
1994
Total 4 | 5= | 20 | 28 11 7 17 12 | 53 | 52

* Sig.D/ F >M: Significant different results / females are more ethical than males.
*No/few Sig.D: No/ few significant different results.
**QOne study revealed that males were more ethical than female.

The review of this study, which is shown in Table 2.8 and the summary in Table 2.7,
reported thirty eight findings relate to gender effects. These findings are to some extent
consistent with previous reviews that the effect of gender on ethical decision making
stages is fairly stable. While seventeen studies reported no or few significant gender
impacts on ethical decision making process, twenty one studies indicated the significant
differences between men and women in ethical decision making process that women
were more ethical than men. Most of these studies examined the role of gender in one or
two stages of ethical decision making. 16 studies examined the influence of gender on
ethical judgment and found no or few significant results in 8 studies (e.g., Barnett &
Valentine, 2004; Stedham, Yamamura, & Lai, 2008), whereas 8 studies revealed that
women were more significantly ethical than men (e.g., Lund, 2008; Nguyen et al., 2008).

With regard to the ethical intention, out of 14 empirical studies, 9 revealed that women
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were significantly more ethical than men (e.g., Oumlil & Balloun, 2008; Westerman,
Beekun, Stedham, & Yamamura, 2007), while 5 studies reported no or few significant
results (e.g., Nill & Schibrowsky, 2005). Ethical recognition was examined by 6 studies
and found significant results in three studies that females were significantly sensitive to
ethical issues than males (e.g., Ritter, 2006; Simga-Mugan et al., 2005). It is noteworthy
that, only one study (Marques & Azevedo-Pereira, 2008) indicated that females were
significantly less sensitive to ethical issues than males. Two studies did not mention

which stages were examined.

Generally speaking, empirical studies across many countries indicated that gender is the
most researched variables than any other demographics variables (105 studies). Although
some mixed results related to gender continue to be noticeably shown in the business
ethics literature, previous research revealed that gender has no or few impacts on ethical
decision making process or females in certain circumstances behave ethically more than
males. In another words with the exception of Marques and Azevedo-Pereira’s (2008)

study, this is a clear conclusion that males are not more ethical than females.
2.3.1.2 Age

The potential relationship between age and ethical decision making has been investigated
in the literature of business ethics by many researchers (Cagle & Baucus, 2006). Mixed
results have been yielded that while some (Nill & Schibrowsky, 2005) have indicated that
age is positively and significantly correlated with ethical decision making, others have
found no significant relationship (Marta et al., 2004). Theory of cognitive moral
development (CMD), which was built by Kohlberg, suggested a positive impact of age on
moral development and individuals generally move from lower stages of moral reasoning
to higher one as they grow (Borkowski & Ugras, 1998; Cagle & Baucus, 2006). Thus,
older individual are expected to exhibit higher ethical values and behaviours than
younger in dealing with ethical situations. Comunale et al. (2006) argue that age is

posited to have an effect on judgments of individual in given ethical situation.
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Surprisingly, this is to some extent not true in the literature of business ethics. The review
by Ford and Richardson (1994) provided eight studies that investigated the relationship
between age and ethical decision making. Five of these studies reported no or few
significant results of the effect of age on ethical decision making (e.g., Callan, 1992;
Izraeli, 1988), whereas three studies indicated significant findings, older individuals were
less ethical than younger individuals in one study (Browning & Zabriskie, 1983). Overall,
they summarized that mixed results among age and ethical decision making existed. This
is consistent with the results of the thirty-five studies reported in the meta-analysis
conducted by Borkowski and Ugras in 1998 that while seven studies revealed no
significant or mixed result of the age impact on ethical decision making process, twenty
eight studies indicated significant results that older students were more ethical than

younger students (18 studies) or vice versa in the remaining studies (10 studies).

Loe et al. (2000) reported eight studies regarding the relationship between age and the
morality of individuals. Five studies indicated that older individuals are more ethically in
making decisions than younger individuals (e.g., Brady & Wheeler, 1996; Kelley et al.,
1990). No significant results were revealed in three studies (e.g., Kohut & Corriher,

1994).

O'Fallon and Butterfield (2005) provided thirteen studies concerning the association of
age with ethical decision making. results of seven studies revealed a significant
relationship between age and the individuals’ ethical decision (e.g., Kim, 2003;
Singhapakdi, 1999), whereas no or few significant relationship was reported in six studies
(e.g., Roozen et al., 2001; Singhapakdi, Vitell, & Franke, 1999). O'Fallon and Butterfield
(2005) reported separately the impact of age on each stage of ethical decision making.
With regard to ethical recognition, two studies were reported; one revealed significant
positive relationship between age and ethical recognition, the remaining study provided
few significant results. Ethical judgment was examined in eleven studies and significant

results were found in six studies, whereas the remaining four studies reported no or few
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significant results; one study (Razzaque & Hwee, 2002) reported mixed results. One

study relate to ethical intention indicated no significant relationship.

Table 2.2 Summary of the Relationship between Age and EDM

Stages and Recognition* Judgment Intention EDM Total
Reviews Sig No/few Sig No/few Sig No/few Sig No/few Sig No/few
Re/Im Re/Im | Re/Im | Re/Im | Re/Im | Re/Im | Re/Im Re/Im | Re/Im | Re/Im
Current
review 1 2 3 6 4 3 1 - 9 11
2010
O'Fallon &
Butterfield 1 1 6 4 - 1 - - 7 6
2005
Loe et al.
2000 ) ] ) . . . 3 3 3 3
Ford &
Richardson - - - - - - 3 5 3 5
1994
Total 2 3 9 10 4 4 9 8 24 25

Sig Re/Im: Significant relationship or impact; No/few Re/Im: No or few significant relationship or impact

The review of this study, which is presented in Table 2.8, reported twenty additional
studies examined the relationship of age with ethical decision making stages. Eleven of
these studies revealed no or few significant relationships or impacts (e.g., Marques &
Azevedo-Pereira, 2008; Stedham et al., 2008), whereas the remaining indicated
significant relationship with ethical decision making stages (e.g., Cagle & Baucus, 2006;
McMahon & Harvey, 2007). Ethical recognition was reported in three studies and found
had no or few significant results in two studies (e.g., Conroy & Emerson, 2004), while
the remaining one revealed significant results. In respect to ethical judgment, out of nine
studies, six revealed no or few significant relationship or impact on or with age (e.g.,
Bernard & Sweeney, 2010; Nguyen et al., 2008); the remaining three reported significant
results. Ethical intention had significant relationship with age in four studies (e.g.,

Valentine & Rittenburg, 2007) and no or few significant results in three studies.

Overall, empirical studies regarding the role of age in ethical decision making have
continued to produce clearly inconsistent and mixed results, see Table 2.2 above. Of
forty-nine studies reviewed, no or few significant impacts or relationship were reported in

twenty five studies, while twenty four studies provided significant results; significant
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negative impact or relationship were reported by five studies. Nevertheless, it can be
concluded that most of significant results (19 out of 24) related to the impact of age on

ethical decision making are positive.

2.3.1.3 Educational Level (Academic Experience)

Educational level and ethical decision making have been studied in the literature of
business ethics. In early research, some (e.g., Dubinsky & Ingram, 1984; Kidwell,
Stevens, & Bethke, 1987) argued that there does not appear an impact of educational
level on ethical decision making, whereas others (e.g., Browning & Zabriskie, 1983;

Rest, 1975) suggest a significant relationship between the two exists.

Early, individual’s moral development, which is theorized to have a strong relationship
with ethical judgment, was found to be positively impacted by the individual’s level of
education (Kohlberg, 1981; Rest, 1975). In addition, it is argued that the length of formal
education is one of the crucial variables in individuals’ ethical judgment (Kohlberg,

1981).

Prior to 1990s, research had not yet provided clear results regarding the impact of
educational level on ethical decision making process. In the review of Ford and
Richardson (1994), six studies examined the impact of educational level on ethical
decision making. While three studies revealed clearly that educational level had no
significant relationship with ethical decision making process (e.g., Dubinsky & Ingram,
1984; Kidwell et al., 1987), the remaining three showed some statistical differences in
ethical decisions based on educational level (e.g., Browning & Zabriskie, 1983; Lane,
Schaupp, & Parsons, 1988). After removing studies that had already reviewed by Ford
and Richardson, one new study (Laczniak & Inderrieden, 1987) was reported by Loe et
al. (2000). It indicated that the educational level had no impact on ethical decision

making.
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More recent research has shown to some extent different direction that level of education
had some significant positive impact on ethical perceptions of the decision makers.
O’Fallon and Butterfield (2005) reported thirteen studies that examined the impact of
level of education on ethical decision making stages. Out of these studies, three
investigated the relationship between ethical recognition and educational level. Ethical
recognition was not significantly influenced by the level of education in two studies, for
example in the study by Cohen et al. (2001) there were no significant differences between
students and professional accountants in their sensitivity of ethical issues; one study

indicated that level of education had an impact on ethical recognition.

With regard to ethical judgment, seven studies were conducted to examine its relationship
with educational level; most of these studies (five) revealed that level of education had
significant positive relationship with ethical judgment (e.g., Kracher, Chatterjee, &
Lundquist, 2002; Razzaque & Hwee, 2002), while the remaining two showed no
significant results (Cohen et al., 2001; Shafer et al., 2001). Ethical intention was reported
in three studies; while two studies (e.g., Cohen et al., 2001) showed that ethical intention
was found to be positively affected by the level of education, Shafer et al.(2001) provided
no significant impact for level of education on intentions. The majority of the above
studies (8 studies), which reviewed by O’Fallon and Butterfield, conclude that there are
some significant positive relationships/impacts with /on ethical decision making stages

that based on educational level.

This study added new nine studies regarding the association between individuals’ ethical
decision making and the effect of their educational background (see Table 2.8). Of these,
only one study examined ethical recognition and found no significant relationship with
level of education (Cagle & Baucus, 2006). In respect to ethical judgment, four studies
investigated the impact of educational level on judgments of individual related to the
given ethical issues; they indicated no or few positive differences based on educational
level (e.g., Bernard & Sweeney, 2010; Cagle & Baucus, 2006; Marques & Azevedo-

Pereira, 2008). Similarly, ethical intention was found to be not affected by the level of
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education in one study (Nill & Schibrowsky, 2005), whereas the other study showed
positive impact in only one scenario (Bernard & Sweeney, 2010).Two studies did not
mention a specific stage but revealed significant positive relationship between ethical
decision making process and educational level in one study (Keller et al., 2007) and no

significant findings in the remaining study (Krambia-Kapardis & Zopiatis, 2008).

Although researchers have argued that level of education plays an important role in
ethical decision making process, unfortunately previous research continues to present
somewhat mixed results, see Table 2.3 below. While fifteen studies revealed few or
significant positive relationships between education level and ethical decision making
process, fourteen studies showed no significant results. However, it can be concluded that
research has shown clear conclusion that no significant negative relationships have been
found. Students sample could be one reason in providing such findings that more than 13
of the above studies used convenience universities students; eight of these studies showed

no significant results.

Table 2.3 Summary of the Relationship between Education Level and EDM

Stages and Recognition* Judgment Intention EDM Total
Reviews Sig/few No Sig/few No Sig/few No Sig/few No Sig/few No
Re/Im Re/Im | Re/Im Re/Im | Re/Im Re/Im | Re/Im Re/Im | Re/lm Re/Im
Current
review - 1 2 2 1 1 1 1 4 5
2010
O'Fallon &
Butterfield 1 2 5 2 2 1 - - 8 5
2005
Loe et al.
2000 ) ) ) ) ) ) j 1 ) 1
Ford &
Richardson - - - - - - 3 3 3 3
1994
Wizl 1 3 7 4 3 2 4 5 15 14

Sig/few Re/Im: Significant relationship or few impacts; No Re/Im: No significant relationship or impact

2.3.1.4 Years of Experience

Similar to other demographic variables, there has been research interested in business
ethics literature on how years of experience of individuals affect their ethical decision

making (Bernardi, 1994; Kamel, 2001; Nill & Schibrowsky, 2005). However, some have
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argued that research examining the impact of length of experience on ethical decision

making is still limited (e.g., Bernard & Sweeney, 2010).

Kohlberg’s theory provides a framework which hypothesizes a relationship between
years of experience and moral development (Trevifio, 1986). Treviiio (1986) claims that
this relationship provides opportunities for role taking and the responsibility to resolve
ethical issues within the workplace. Glover et al. (2002) argue that greater experience
may be associated with greater awareness of what is ethically acceptable. Dawson (1997)

also proposes that ethical standards change with years of experience.

Empirical studies within business ethics area concerning the association of years of
experience with the stages of ethical decision making have offered different results. In
their review of four studies related to years of employment, Ford and Richardson (1994)
came to the conclusion that empirical studies produced mixed results. Two studies
provided no significant relationship between years of experience and individuals’
morality (Dubinsky & Ingram, 1984; Serwinek, 1992), whereas one study showed that
individuals who had more years of experience tended to display more ethical views
(Kidwell et al., 1987). Other study revealed no relationship between the individuals’

ethical values and years of employment (Callan, 1992).

Loe et al. (2000) reviewed four studies regarding the relationship between work
experience and ethical decision making. Similarly to Ford and Richardson, they found
mixed results. In two studies examined the impact of work experiences on ethical
decision making between executives and students, they found that executives were more
ethical than students (Lane et al., 1988). The remaining two studies revealed no
significant impact or there was no significant relationship between work experience and

individuals’ ethical decisions (e.g., Kohut & Corriher, 1994).

Studies reviewed by O'Fallon and Butterfield (2005) summarized that more years of work
is positively related to ethical decision making. Out of ten studies reviewed the

relationship between ethical decision making and the experience of individuals, two
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studies looked at the effect of experience on ethical recognition. Individuals with years of
experience were more ethically sensitive than individuals who had little experience
(Cohen et al., 2001). The other study revealed no major differences was found based on
years of experience (Sparks & Hunt, 1998). Ethical judgment was examined in five
studies; two of them showed positive relationship between years of experience and the
individuals’ views (Larkin, 2000; Weeks et al., 1999), whereas no significant results or
negative relationship were found in the remaining three (Cohen et al., 2001; Reiss &
Mitra, 1998; Roozen et al., 2001). Finally, two studies related to ethical intention and
work experience provided positive influences (Cohen et al., 2001; Jones & Kavanagh,
1996). In general, O'Fallon and Butterfield concluded that work experience is positively

related to ethical decision making process.

Similarly to O'Fallon and Butterfield (2005) review, recent studies reviewed by this study
(see Table 2.8) reported positive results related to the relationship between years of
experience and ethical decision making stages. No study was found related to ethical
recognition. With respect to ethical judgment, four studies indicated that years of
experience had significant positive relationship with ethical judgment (e.g., O'Leary &
Stewart, 2007; Pflugrath, Martinov-Bennie, & Chen, 2007). Ethical intention findings
were significant and positive in three studies (e.g., Bernard & Sweeney, 2010; O'Leary &

Stewart, 2007), whereas not in one study (Nill & Schibrowsky, 2005).

It appears that positive relationship between years of experience and ethical decision
making have been increasingly shown in the literature of business ethics supporting
Kohlberg’s theory of moral development and Trevifio’s (1986) theory that adult

development is linked to education and work experiences.

2.3.1.5 Personal Moral Philosophy (Idealism & Relativism)

Personal moral philosophy is another individual variable that has been extensively
studied in business ethics literature. Business ethics theorists concur that individuals

within organizations will implement ethical guidelines or rules based on their personal
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moral philosophies when they confronted with situations having an ethical content.
Personal moral philosophy is depicted as one of the vital factors affecting ethical decision
making process in established theoretical frameworks of business ethics. Ferrell and
Gresham (1985) state that “It is impossible to develop a framework of ethical decision
making without evaluating normative ethical standards derived from moral philosophy”.
Moreover, Hunt and Vitell (1986) included moral philosophies, deontology and
teleology, as the core of their model of ethical decision making. Social psychologists
have also considered moral philosophies to be a significant variable affecting an
individual’s ethical decisions (Singhapakdi, Salyachivin, Virakul, & Veerayangkur,
2000).

Moral philosophies refer to the rules and principles considered by an individual during
decision making to distinguish between right and wrong (Ferrell & Fraedrich, 1997). This
definition contains three main elements; moral rules and moral principles individuals
believe, the situation they face which contains an ethical content and using those rules
and principles to distinguish between right and wrong. Researchers and theorists have
classified moral philosophies into different types - including rights, relativism, egoism,
theories of justice, deontology and utilitarianism - in efforts to develop theoretical
frameworks that can explain the association between individuals’ moral philosophies and

their decisions regarding the ethical issues they confront.

The most common category of personal moral philosophy that has been examined within
business ethics literature is Schlenker and Forsyth’s (1977) two dimensional model of
personal moral philosophy, idealism and relativism. Schlenker and Forsyth maintained
that individuals’ ethical decisions can be explained by taking into account these two
dimensions (Marta, Singhapakdi, & Kraft, 2008; Oumlil & Balloun, 2008). Forsyth

(1980) suggested that these dimensions are distinct.

Marta et al. (2008) claim that the two dimensions loosely conform to formalism and
utilitarianism as personal expressions of moral philosophies; they argue that this is clear

from the definition of Forsyth of the these dimensions, relativism in particular. Others
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argue that idealism and relativism are basically drawn from the philosophical theories of
deontology, teleology, and ethical scepticism (Bass et al., 1999). Fernando et al. (2008)
explain that each of the four typologies of moral philosophies (see Figure 2.4) can be
linked to a specific school of thought. They add that the low idealism and high relativism
support an ideology related to ethical scepticism; high idealism and low relativism tend to
agree with deontology; and low idealism and low relativism are more compatible with the
teleological ethical philosophy. Finally, some (Al-Khatib, Vitell, & Rawwas, 1997; Cui,
Mitchell, Schlegelmilch, & Cornwell, 2005) suggest that deontological/teleological
paradigm is similar to the concepts of idealism and relativism theorized by Schlenker and
Forsyth (1977). In general, researchers within business ethics literature agree that these
two dimensions as conceptualized by Schlenker and Forsyth (1977) present the basic type
of personal moral philosophies. Moreover, the Ethics Position Questionnaire (EPQ),
which was developed by Forsyth (1980, 1992) to measure personal moral philosophy, has
been commonly and successfully used and validated by business ethics research (e.g.,
Chan & Leung, 2006; Dubinsky, Nataraajan, & Wen-Yeh, 2004; Shafer, 2007;
Singhapakdi & Vitell, 1993; Vitell & Patwardhan, 2008). This study adopted these
dimensions to examine the relationship between personal moral philosophies of Libyan
management accountants and accounting students and their ethical decision making

process.

Forsyth (1980) defines moral idealism as “the degree to which an individual focuses
upon the inherent rightness or wrongness of actions regardless of the results of those
actions”. It portrays an ideology based on altruism and optimism and embraces the
welfare of others (Singhapakdi et al., 1999). In making ethical decisions, moral idealists
use idealistic rather than practical criteria; individuals who have high idealism believe
that desirable outcomes can be acquired, and harming others is universally and always
bad and should be avoided (Swaidan, Rawwas, & Al-Khatib, 2004). Those who are less
idealistic believe that harm is sometimes necessary to produce the greatest good

consequences for the greatest number of individuals, even though it may be harmful to a
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certain group of individuals (Barnett, Bass, & Brown, 1994). Forsyth (1988) state that

“moral principles typically guide the decisions and actions of moral idealists”.

With respect to moral relativism, Forsyth (1980, p. 175) defines it as “the extent to which
individuals reject universal moral rules or standards”. Relativists assume that moral rules
are relative to the society and culture in which they occur (Schlenker & Forsyth, 1977).
Thus, moral relativists do not accept universal moral rules and codes in making ethical
decisions. Highly relativistic individuals believe that the situational circumstances (e.g.,
time, place, culture, individuals involved) determine what is right and wrong for all
involved (Schlenker & Forsyth, 1977). Therefore, they may rely on circumstances more
than ethical rules. In contrast, individuals who are low in relativism believe that morality
requires acting in ways that are consistent with moral principles, norms, or laws and they

maintain strict adherence to general moral principles (Forsyth, 1992).

In his taxonomy of ethical ideologies, Forsyth (1980) divided people into four different
ideologies depend on the extent to which they are relativistic and idealistic. Figure 2.4
presents the four possible ethical moral philosophies (i.e., combinations of high/low

idealism and relativism), labelled Situationist, Absolutist, Subjectivist, and Exceptionist.

This figure shows that individuals who have high level of idealism and relativism reject
universal moral principles and believe that their behaviours should be conducted in order
to produce positive consequences. This is referred to as situationists. Subjectivists, who
have high level of relativism and low level of idealism, are those who reject universal
ethical principles, and believe that negative outcomes do not necessarily make an action
immoral. Absolutists (high idealism and low relativism) believe that their actions should
respect universal moral rules, and produce positive consequences for all those involved.
Exceptionists (low idealism and low relativism) refer to those who respect universal
moral rules but do not believe that negative outcomes always cannot be avoided, that is,

harm to someone is sometimes needed to obtain good outcomes for others.
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Figure 2.4 Taxonomy of Ethical Ideologies

High relativism Low relativism
Situationist Absolutist
High Reject moral rules; ask if the action | Feel actions are moral provided they
Idealism | yielded the best possible outcome in the | yield positive consequences by following
given situation. moral rules.
Subjectivist Exceptionist
Low Reject moral rules; base moral | Feel conformity to moral rules is
Idealism | judgments on personal feelings about | desirable, but exceptions to these rules
the action and the setting. are often permissible.

Adopted from Forsyth (1980, 1992)

Forsyth (1980, 1992) developed an instrument, the Ethics Position Questionnaire (EPQ),
to measure the dimensions of personal moral philosophy - idealism and relativism.
Several studies that have been conducted to examine individuals’ ethical philosophies are
based on Forsyth’s model (e.g., Dubinsky et al., 2004; Lee & Sirgy, 1999; Sivadas,
Kleiser, Kellaris, & Dahlstrom, 2003; Vitell & Patwardhan, 2008). Using the EPQ,
researchers have also examined the impact of individuals’ moral philosophy on ethical
decision making stages - ethical recognition (Chan & Leung, 2006), ethical judgment
(Davis et al., 2001; Marques & Azevedo-Pereira, 2008), ethical intuition (Singh et al.,
2007) and ethical behaviour (Glover, Bumpus, Logan, & Ciesla, 1997).

Researchers have demonstrated that personal moral philosophy (idealism & relativism) is
crucial in evaluating moral differences between individuals and significantly affects
ethical belief and the perceptions of the “rightness” and “wrongness” of the action under
question (Al-Khatib et al., 1997; Lee & Sirgy, 1999; Rawwas, 2001). Additionally,
differences in individuals relating to idealism and relativism are claimed to affect their
intention (Forsyth & Pope, 1984). Business ethics literature has suggested that idealism is
related to greater ethicality and relativism is associated with lower ethicality (Swaidan et

al., 2004).

Prior ethics research has examined personal moral philosophies as a factor that has
considerable impact upon ethical decisions, and produced somewhat consistent results

(Henle, Giacalone, & Jurkiewicz, 2005; Karande et al., 2002; O'Fallon & Butterfield,
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2005). While Ford and Richardson (1994) did not report any study related to the
influence of both idealism and relativism on ethical decision making stages, Loe et al.
(2000) reported only one study related to these dimensions and revealed that personal
moral philosophies had significant relationship with participants’ ethical judgments in the
two scenarios and on ethical intention in one scenario. However, Loe et al. (2000)
provided fourteen studies that related to personal moral philosophy and ethical decision
making. These studies categorized personal moral philosophy differently to Forsyth’s
(1980, 1992) categories such as deontology and teleology and used different types of
instruments such as Reidenbach and Robin’s Multidimensional Ethics Scale (MES)
(Reidenbach & Robin, 1991). They showed significant results related to the relationship
of personal moral philosophies with ethical decision making. Within different areas such
as marketing, auditing, and management, the majority of these studies (12) revealed
significant results that individual moral philosophies affected ethical decision making
stages (e.g., Fraedrich & Ferrell, 1992; Mayo & Marks, 1990; Singhapakdi & Vitell,
1993).

O'Fallon and Butterfield (2005) provided thirty one findings regarding individual moral
philosophies and ethical decision stages. Of these, eighteen studies used Ethics Position
Questionnaire (EPQ) to examine both idealism and relativism, whereas the remaining
studies used different types of instrument such as MES. It can be noted that EPQ has
been widely used by business ethics studies to investigate personal moral philosophies
more than any other instruments. Relativism was negatively related to ethical recognition
in two studies (Sparks & Hunt, 1998; Yetmar & Eastman, 2000). Out of twenty studies
that examined ethical judgement, thirteen studies used EPQ and found significant results
in eleven studies (e.g., Bass et al., 1999; Davis, Johnson, & Ohmer, 1998; Kim, 2003).
While idealism was found to positively affect ethical judgment in four studies, relativism
had negative impact on ethical judgement in five studies. Ethical intention was reported
in nine studies; EPQ was adopted to examine the impact of personal philosophies in five
studies. Three studies revealed no significant results in relation to the impact of personal

moral philosophy on ethical intention (e.g., Eastman, Eastman, & Tolson, 2001), whereas
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the remaining studies reported significant impact (e.g., Singhapakdi, Marta et al., 2000).
O'Fallon and Butterfield concluded that idealism impacts positively ethical decision
making stages, while relativism is generally negative to ethical decision making stages.
Moreover, they stated that idealistic individuals tended to be more ethical than relativistic

individuals.

Findings related to the review of this study are consistent with previous reviews’ results.
Ten studies were included (see Table 2.8) in this study’s review. Ethical recognition was
affected significantly by moral idealism in one study (Dubinsky et al., 2004), while
another study revealed no significant results (Chan & Leung, 2006). Five studies
examined the relationship between personal moral philosophies and ethical judgment.
Three of these studies showed significant results. Both moral idealism (positive direction)
and moral relativism (negative direction) affected significantly ethical judgment in the
three studies (e.g., Marques & Azevedo-Pereira, 2008; Vitell & Singhapakdi, 1993). With
respect to ethical intention, six studies were reviewed. Out of these studies, two studies
revealed no significant results (Shafer, 2007; Singh et al., 2007), the remaining four
showed that the dimensions of moral philosophies had few or significant impact on

ethical intention (e.g., Davis et al., 2001; Vitell & Patwardhan, 2008).

It can be concluded that research concerning the role of personal moral philosophies on
ethical decision making process continues to produce positive direction regarding the
relationship between idealism and ethical decision making stages and negative results

relating to the association between relativism and ethical decision making stages.

2.3.2 Organizational Varables and Ethical Decision Making

The literature of business ethics has examined the impact of organizational factors on
ethical decision making process (O'Fallon & Butterfield, 2005). Researchers recognize
that organizational variables affect the decision making of employees concerning ethical
issues. Organizational variables contain all factors that have no relationship with the

decision-maker as an individual (e.g., personality and physical characteristics) or to the
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decision alternatives (Ross & Robertson, 2003). Organizational variables are defined as
“characteristics of the decision setting (versus characteristics of the decision-maker or the
decision) that should influence the decision-making process and outcomes’(Ross &
Robertson, 2003, p. 214). These factors include, for example, codes of ethics, ethical
climate, organizational size, top management, organizational structure, organization
culture, and rewards and sanctions. Trevifio (1986) found support that some
organizational variables often create obstacles to individual’s ethical decisions. A great
deal of literature has focused on the effectiveness of some of these factors on ethical
decision making process; for example, codes of ethics (Ampofo et al., 2004; Pflugrath et
al., 2007), ethical climate (Flannery & May, 2000; Fritzsche, 2000; Vardi, 2001), and top
mangement (Ferrell & Weaver, 1978; Hian Chye & El'fred, 2004).

Codes of ethics and ethical climate have been researched widely in business ethics
literature because of their potentially important relationship with ethical decisions within
organizations. Research has shown significant results related to the influence of these
variables on individuals’ ethical decisions in several areas such as marketing, accounting,
and management especially within developed countries. However, very limited ethics
research has been done within the management accounting field in general and regarding
these variables in particular (see Chapter One, section 1.3). Thus, findings related to these
factors will empirically add some evidence to the literature of accounting ethics in
general, and ethical decision making within management accounting area in particular.
Additionally, very limited research regarding the impact of organizational size and
industry type on ethical decision making process has been done in business ethics
literature (Bernard & Sweeney, 2010; O'Fallon & Butterfield, 2005). Therefore, in this
study only these four factors are intended to be examined. These factors are discussed

and analysed next.

2.3.2.1 Code of Ethics

A code of ethics is considered to be one of the important prevalent means used by

organizations in efforts to guide the behaviours of their employees (Pater & Anita, 2003;
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Schwartz, 2002). It addresses several common ethical issues that might face members at
their workplace. Code of ethics enhance corporation reputation and brand image (Singh,
Carasco, Svensson, Wood, & Callaghan, 2005). Stevens (1994, p. 64) defined a code of
ethics as “written documents through which corporations hope to shape employee
behaviour and produce change by making explicit statements as to desired behaviour”.
Also Langlois and Schlegelmilch (1990) described codes of ethics as a statement laying
down corporate principles, ethics, rules of conduct, code of practice or company
philosophy, concerning responsibilities to employees, shareholders, consumers, the
environment and society. These definitions refer clearly to the main contents that should
be included in any set of code of ethics. Several reasons have pressured organizations to
develop their own code of ethics. External pressures such as governments, public,
professional associations, and consumers have resulted in increasing the concern toward
to the responsibility of individuals’ ethical behaviour within organizations (Rottig &

Heischmidt, 2007; Schwartz, 2002).

The contents of code of ethics are many and differ among organizations. However,
several ethical issues can be generally found covered in any organization’s code of ethics.
Research has shown that a code of ethics’ contents commonly incorporate three ethical
categories; issues influencing employees (e.g., employees’ rights), issues influencing
organizations (e.g., misuse of confidential information and organization equipment) and
issues influencing the society as a whole (e.g., environmental issues) (O’Dwyer &
Madden, 2006). However, several researchers claim that code of ethics has focused
mostly upon issues related to the behaviour within organizations (Rodriguez-Dominguez,
Gallego-Alvarez, & Garcia-Sanchez, 2009). Quite lot of studies investigated the contents
of ethics within organizations (e.g., Brian Farrell, 2000; Singh, 2006; Wood, 2000),
others look at whether organizations have code of ethics or not and to what extent they
are effective (e.g., Lere & Gaumnitz, 2003; Schwartz, 2002; Somers, 2001; Webley &
Werner, 2008). Although discussing and analyzing the contents of code of ethics is
beneficial, this is beyond the aims of this study as it aims only to investigate the impact of

the presence of code of ethics on ethical decision making stages.
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Much research has investigated the role of code of ethics within organizations in business
ethics literature and shows interesting results (Boo & Koh, 2001; Pater & Anita, 2003).
Moreover, research has provided different results between groups regarding the
effectiveness of the presence of code of ethics within organizations (Boo & Koh, 2001;

Singh et al., 2005).

The existence of the code of ethics have been found to positively influence ethical
behaviour within organizations (Singh et al., 2005; Wotruba, Chonko, & Loe, 2001).
Nevertheless, it is argued that code of ethics might be not sufficient by itself to ensure
that the individuals within organizations make ethical decisions to many faced ethical
situations (Cleek & Leonard, 1998). Communicating code of ethics to all members and
enforcing them within organization could be one reason for code of ethics to work
sufficiently (Chia-Mei & Chin-Yuan, 2006; Cleek & Leonard, 1998; McClaren, 2000).
Another reason is that the content of code of ethics themselves may be not

comprehensible to have an adequate impact on individuals’ ethical decisions.

Nine studies were reviewed by Ford and Richardson (1994). Interestingly, more than half
of these studies were conducted in the field of marketing. The authors came to conclusion
that the presence of code of ethics within organizations is related positively and
significantly to ethical decision making. These finding were supported by six out of nine

studies reviewed (e.g., Laczniak & Inderrieden, 1987; Weeks & Nantel, 1992).

With respect to the review of Loe et al. (2000), fourteen studies were reported regarding
to the role of code of ethics in individuals’ ethical decisions. Similarly to Ford and
Richardson’s (1994) review, the majority of these studies (10 studies) indicated that code
of ethics had significant positive relationship with ethical decision making (e.g., Barnett,
Cochran, & Taylor, 1993; Kaye, 1992). The remaining studies reported no significant
relationship between code of ethics and ethical decision making process within

organizations (e.g., Ferrell & Weaver, 1978; Kohut & Corriher, 1994).
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O'Fallon and Butterfield (2005) reviewed eight studies relate to the impact of code of
ethics on ethical decision making stages. One study examined ethical recognition and
revealed positive significant results (Weaver, Trevifio, & Cochran, 1999). Ethical
judgment was examined by five studies and found no significant influences related to
code of ethics in three studies (e.g., Douglas, Davidson, & Schwartz, 2001; Nwachukwu
& Vitell, 1997), while significant results were found in the remaining two (e.g., Adams,
Tashchian, & Shore, 2001; Stohs & Brannick, 1999). Two studies investigated ethical

intention and significant positive results was found in one study (Granitz, 2003).

Table 2.4 Summary of the Relationship between Code of Ethics and EDM

Stages and Recognition Judgment Intention EDM Total
Reviews Sig No/few Sig No/few Sig No/few Sig No/few Sig No/few
Re/Im Re/Im | Re/Im | Re/Im | Re/Im | Re/Im | Re/Im Re/Im | Re/Im Re/Im
Current
review - - 1 1 1 1 - - 2 2
2010
O'Fallon &
Butterfield 1 - 2 3 1 1 - - 4 4
2005
Loe et al.
2000 - - - - - - 10 4 10 4
Ford &
Richardson - - - - - - 6 3 6 3
1994
Lol 1 - 3 4 2 2 16 7 22 13

Sig/few Re/Im: Significant relationship or few impacts; No Re/Im: No significant relationship or impact

This study reviewed four studies (see Table 2.8) related to the role of code of ethics in
ethical decision making process. Mixed results regarding this relationship were found.
There was no study examined ethical recognition. While the study of Pflugrath et al.
(2007) revealed significant positive relationship between the existence of codes of ethics
and ethical judgment, Rottig and Heischmidt’s (2007) study showed no significant
association. Ethical intention was examined by two studies. Interestingly, significant
negative impact was found between the presences of ethical codes and ethical intention
(Pater & Anita, 2003), while the study of Rottig and Heischmidt (2007) revealed no

significant results.
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It can be seen from Table 2.4 that research concerning the relationship between the first
three stages of ethical decision making and the existence of code of ethics has noticeably
declined. Focusing on examining the content of code of ethics could be one reason. Also
examining the relationship between the existence of code of ethics and the stage number
four of ethical decision making (i.e., ethical behaviour) could be another reason, for

example O'Fallon and Butterfield (2005) provided twelve studies related to this stage.

In sum, although there have been mixed results in recent years related to the relationship
between the presence of code of ethics and ethical decision making process, the majority
of studies support the idea that the existence of a code of ethics is positively related to

ethical decision making.

2.3.2.2 Ethical Climate

Organizational environment has been investigated within business ethics literature for
more than three decades. Ferrell and Weaver (1978) examined the relationship between
individuals, peers and top management; Schneider (1975) reported some important
findings regarding the ethical climate in organizations; Ford, Gray and Landrum (1982)
studied the effect of codes of conduct on ethical behaviour of employees; DeConinck &
Lewis (1997) investigated how sales managers react to ethical and unethical acts by their
salespeople; David (2000) examined the effect of ethical climate on the dimensions of
ethical decisions. These studies and a number of recent empirical studies, which have
been reviewed by some researchers (e.g., Loe et al., 2000; O'Fallon & Butterfield, 2005),
propose that the organization’s environment has an impact on the individuals’ ethical

decisions.

Ethical climate is one of the important organizational factors that has been found to have
some significant influences on employees’ ethical decisions at their workplace. Victor
and Cullen (1988, p. 101) define ethical climate as “the prevailing perceptions of typical
organizational practices and procedures that have ethical content”. They argue that the

ethical climate at the workplace will be a crucial source for employees’ information
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relating to the “right” or ethical actions within organizations. Martin and Cullen (2006)
add that climates can be understood as shared perceptions of procedures, policies, and

practices, both formal and informal, of the organization.

Using theories from moral philosophy (e.g., Williams, 1985) and moral psychology
(Kohlberg, 1981), Victor and Cullen (1987) developed the ethical climate questionnaire
(ECQ) to identify the ethical climate of organization or group. The ECQ investigates the
perceptions of individuals within organizations regarding how organizations’ members
deal with ethical issues that face them. The ECQ specifies several events, practices, and

procedures necessitating ethical criteria for decision making.

Victor and Cullen (1988) theorize that ethical climate within organizations differs along
two dimensions; the three classes of ethical theory (egoism, benevolence, and principle)
and three loci of analysis (individual, local, and cosmopolitan). Barnett and Vaicys
(2000) argued that the three classes of ethical theory differ in term of the decision rules

used in ethical reasoning. They described these three classes as following:

1. An egoist is based on the moral philosophy of egoism, which implies that a
consideration of what is in the individual’s best interest will dominate the ethical

reasoning process.

2. The benevolence or utilitarian criterion is based largely on utilitarian principles of
moral philosophy, which suggest that individuals make ethical decisions by
considering the positive or negative consequences of actions on referent others.

Both egoism and utilitarian can be described as teleological.

3. The principled or deontological criterion is based in large part on deontological
principles of moral philosophy, which theorize that individuals should make
ethical decisions after considering actions in regard to universal and unchanging

principles of right and wrong.
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The loci of analysis refer to the referent groups that individuals use when making ethical
decisions. Based on sociological theories, Victor and Cullen (1988) conceptualize three
levels of reference groups; individual, local, and cosmopolitan. If the locus of analysis is
at the individual level, the ethical climate within organization supports an individuals’
norm or their self interest. At local level, the key referent groups are within the
organization, for example workgroup. The cosmopolitan level of ethical climate is
supported by the external sources to the organization such as professional codes or laws.
By combining the two dimensions, nine types of ethical climate result (see Figure 2.5). It
is by far the most completely developed framework and has been used by a number of

researchers (Miao-Ling, 2006).

In the egoistic-individual, local, and cosmopolitan climates, the interest of individuals
(e.g., personal gain), groups within the organization (e.g., profit), and individuals who are
outside the organization (e.g., efficiency) (respectively) leads ethical decisions. Secondly,
in the benevolent-individual, local, and cosmopolitan climates, the welfare of individuals,
groups inside the organization, and those who are external to the organization
(respectively) guides ethical decisions. Finally, in the principled-individual, local, and
cosmopolitan, the personal morality, rules and procedures of the organization, and laws
and professional codes (respectively) guides ethical decisions. VanSandt et al. (2006)
argue that ethical climate was not developed as a normative construct to measure the
ethicality of organizations; rather it was developed as a descriptive sign of the dominant
mode of moral thinking within organizations. According to Victor and Cullen’s (1987;
1988) ethical climate construct, it is theorized that climates characterized by self-interest
(egoistic/individual) and firm interest (egoistic/local) are more likely to be correlated
with questionable or unethical behaviour. In contrast, climates that emphasize following
law and professional codes (principle/cosmopolitan) should in general be associated with
more ethical decisions. Climates that emphasize social responsibility or serving the public

interest (benevolent/cosmopolitan) should also be related with more ethical decisions.
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Figure 2.5 Theoretical Dimensions of Ethical Climate

Locus of Analysis
Individual Local Cosmopolitan
Egoism Self-Interest Company Interest | Efficiency
Benevolence Friendship Team Interest Social
Ethical Criterion Responsibility
Principle | Personal Morality | Company Rules Laws and
and Procedures Professional
Codes

Victor and Cullen (1987; 1988) conducted several studies to validate this construct and
found some of the nine types of ethical climate exist. After a main test was undertaken,
they reduced the nine types to five dimensions and labelled them as caring, law and code,
rules, instrumental, and independence. Previous studies have empirically supported some
of these dimensions (Trevifio, Butterfield, & McCabe, 1998). Although the entire ethical
climate dimensions have been used in many empirical studies, some have used only some
dimensions or some of the items of these dimensions to identify the ethical climate within
organizations (Kincaid, 2003). The impact of ethical climate within organizations on
ethical decision making process has been investigated by several studies producing

significant results (Martin & Cullen, 2006; VanSandt et al., 2006).

Trevifio et al. (1998) argue that previous empirical studies’ evidence proposed that a
reduced number of ethical climate dimensions could be used to explain some
characteristics of the ethical context within organizations. Moreover, Peterson (2002)
claims that so far no research has demonstrated that all nine types of ethical climate are
found within organizations. This is supported by the meta-analysis of ethical climate
conducted by Martin and Cullen (2006), which concluded that not all types of ethical
climate emerge within organizations. This study will investigate four out of the nine types
of ethical climate within Libyan companies; these four are organization interest, social
responsibility, personal morality, and law and professional code. These types have been
most investigated in previous empirical ethics studies and therefore are expected to be
found within Libyan companies. For example, social responsibility and personal morality

may be found within countries where religion and cultural dimensions (power distance,
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uncertainty avoidance, and collectivism) play significant role in individuals’ ethical
decisions. Also, the other two types (Law and professional code and organization
interest) have been investigated in several studies, especially in developed countries (e.g.,
Deconinck, 2004; Parboteeah & Kapp, 2008; Wimbush, Shepard, & Markham, 1997b).
Only a few results have been found related to these types in developing countries (e.g.,
Shafer, 2007; Shafer, 2009). Additionally, this study was not only interested in studying
organizations’ ethical climate (i.e. thirteen independent variables were investigated by

this study); therefore four of the nine types of ethical climate were included.

Although several studies have been conducted regarding ethical climate, little literature
has been found concerning the associated of this variable with ethical decision making
stages (Martin & Cullen, 2006). The reviews presented here show significant result
regarding the relationship between ethical climate and ethical decision making stages.
While Ford and Richardson (1994) did not report any study concerning the relationship
between ethical decision making and ethical climate dimensions, Loe et al. (2000)
reported four studies. Three of these studies showed that ethical climate related
significantly to ethical decision making (e.g., Schwepker, Ferrell, & Ingram, 1997;
Verbeke, Ouwerkerk, & Peelen, 1996). A study by Elm and Nichols (1993) indicated that

ethical climate was unrelated to ethical decision making process.

The review of O'Fallon and Butterfield (2005) provided fifteen studies related to the
influence of ethical climate on ethical decision making stages; for example the results
provided by Sparks and Hunt (1998) revealed that ethical climate dimensions of both
benevolence and principle were related to the higher level of recognition, whereas the
egoistic ethical criterion was related to the lower levels of ethical recognition. With
regard to ethical judgment, four studies reported some significant relationships between
ethical climate and ethical judgment. Ethical climate positively (Verbeke et al., 1996) and
strongly (Singhapakdi, Karande, Rao, & Vitell, 2001) affected ethical judgment.
Benevolent and instrumental ethical climate were the predominate climate in the ethical

decision making process (Upchurch, 1998; Weber & Seger, 2002). Ethical intention was
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reported in four studies. While no significant results were provided by one study
(DeConinck & Lewis, 1997), three studies showed significant relationship between
ethical climate and ethical intention (e.g., Barnett & Vaicys, 2000; Flannery & May,
2000). O'Fallon and Butterfield concluded that there is an increase in supporting the idea
that ethical climates’ dimensions have significant relationship with ethical decision

making stages.

Studies investigated recently the relationship between ethical climate and ethical decision
making stages are limited (see Table 2.8). Only three empirical studies were reported by
the review of this study. A study by VanSandt et al. (2006) indicated that ethical climate
is a primary predictor individuals’ ethical recognition. Shafer (2007) examined the impact
of four types of ethical climate. These four types are egoistic/local climate,
benevolent/cosmopolitan climate, principle/individual climate and principle/cosmopolitan
climate. He concluded that these four types had no significant impact on ethical
judgment, whereas they significantly affected ethical intention. Buchan (2005) showed no

significant association between ethical climate and ethical intention.

Generally speaking, research related to the impact of ethical climate types on ethical
decision making process is limited. Findings indicate that research generally supports the
notion that ethical climate has a significant relationship with ethical decision making

process.
2.3.2.3 Organizational Size and Type of Organization

Size and type of organization are another factors relate to the organization’s
characteristics that can impact employees’ ethical decision making. Some researchers
(Weber, 1990; Weber & Seger, 2002) theorize that organizational size has an influence
on ethical decision making of individuals within organizations. Differences in work
environment between large and small organizations exist (Appelbaum et al., 2005).
Clarke et al. (1996) point out that larger organizations may have the benefit of the support

mechanisms that are not in place in smaller organizations when ethical decisions need to
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be made. Vitell and Festervand (1987) suggest that smaller organizations might be under

pressure to involve in unethical behaviour in order to compete with larger organizations.

Type of industry has been suggested to have an impact on individual ethical behaviour
(Oz, 2001). Individuals who work in a place where dangerous products are produced, for
example drug, may be sensitive to recognize ethical issues than individual work for

companies produce safe products such as furniture.

However, research has provided a different story. Ford and Richardson (1994) reported
three studies related to the effect of organizational size and ethical decisions making and
three studies examined the relationship between type of organization and ethical decision
making. Interestingly, they found that organizational size affected negatively individuals’
ethical decision making in the three studies. One of these studies, for example, indicated
that individuals who work for larger organizations were more likely to accept gifts and
favour from clients. With respect to the type of industry, the three studies revealed no
differences between participants from different organizations in terms of their ethical
decisions. Ford and Richardson concluded that there is relationship between the size of
organizations and their individuals’ ethical decision making that when the size of an

organization increases, the individuals’ ethical behaviour decreases.

While Loe et al. (2000) did not report new studies, O'Fallon and Butterfield (2005)
reported five studies related to organizational size and eight studies related to industry
type. The size of organization was found to have no significant impact on ethical decision
making in the five studies. While no study reported ethical recognition, size of
organization had no significant relationship with ethical judgment (Razzaque & Hwee,
2002; Roozen et al., 2001; Shafer et al., 2001) and ethical intention (Paolillo & Vitell,
2002; Shafer et al., 2001).With regard to the association between type of industry and
individuals’ ethical decision making process, ethical judgment had significant
relationship with industry type in five studies (e.g., Ergeneli & Arikan, 2002; Latif, 2000;
Roozen et al., 2001). Only the study of Shafer et al. (2001) revealed no significant results
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regarding the impact of industry type on ethical judgment. Industry type had no

significant impact on ethical intention (Shafer, 2007).

The current study’s review, as shown in Table 2.8, reported only three studies related to
the effect of organizational size on ethical decision making. All of these three studies
revealed that ethical intention was significantly and positively affected by the size of
organization (Bernard & Sweeney, 2010; Marta, Singhapakdi et al., 2008; Schminke,
2001), whereas ethical judgment was reported in one study, which revealed significant
positive results in only one of four scenarios (Bernard & Sweeney, 2010). With regard to
industry type, two additional studies were found. Significant differences between
individuals’ ethical decisions were found based on their type of organization (Krambia-

Kapardis & Zopiatis, 2008; Shafer, 2007).

It can be concluded that business ethics literature continues to produce mixed and
inconsistent results regarding the impact of organizational size on ethical decision
making. While early empirical studies provided significant negative results (3 studies) or
no significant results (5 studies), recent empirical studies indicated significant results (3
studies). With respect to industry type, the majority of results (7 studies of 11) indicate

that type of industry had significant impact on ethical decision making stages.
2.3.3 Moral Intensity and Ethical Decision Making

Prior to 1991, business ethics research had almost focused on a variety of individual and
organizational variables that affecting the process of making ethical decisions. In 1991,
Jones noted that various ethical decision making models (e.g., Ferrell & Gresham, 1985;
Rest, 1986; Treviiio, 1986) included several individual and organizational variables,
however none incorporated the characteristics of ethical issue itself. He argued that these
models do not consider the differences between ethical issues or dilemmas, for example
the issue of misusing some of the equipment of the organization is considered as the same
as the issue of releasing a dangerous product to market (McMahon & Harvey, 2007).

Jones (1991) used the four stages of Rest’s (1986) ethical decision making model to build
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up his new construct, which he labelled as moral intensity. According to Jones, moral
intensity is “a construct that captures the extent of issue - related moral imperative in a
situation.” Jones (1991) proposes that the foundation of moral intensity construct is found
in moral philosophy theory. Moral intensity is conceptualized as a construct that has
several dimensions and relates to the ethical issue itself, but not to the attributes of the
individual or the situation in which he/she is located (Barnett, 2001). As such, moral
intensity will differ as a function of the ethical issue with some issues eliciting high levels
of moral intensity and some issues eliciting lower levels of moral intensity. Issues of high
moral intensity will lead to the belief that the action is more immoral, and vice versa

(Guffey & McCartney, 2007).

According to Jones (1991), moral intensity construct relates exclusively to characteristics
of the ethical issue and consists of six components, including magnitude of consequences
of an unethical act (the sum of the harm or benefit to victims or beneficiaries in a moral
act), social consensus (the degree of social acceptance that a given act is good or evil),
probability of effect (the probability that a given act might actually take place and the
probability of its potential for harm or good), temporal immediacy (the length of time
between the present and the onset of consequences of the moral act in question),
proximity (feeling of nearness that the moral agent has for victims) and concentration of
effect (an inverse function of the number of people affected by an act of given
magnitude). These components are suggested by Jones, as independent variables, to
influence significantly each stage of ethical decision making process (Singh et al., 2007).
Research has examined the influence of these components on ethical recognition, ethical
judgment, and ethical intention (e.g., Frey, 2000; May & Pauli, 2002; Singhapakdi et al.,
1999; Singhapakdi et al., 1996) and found that the stages of ethical decision making were

significantly and positively influenced.

Each of the moral intensity components has been investigated regarding one or more
stages of the ethical decision making process. Also researchers have examined all of the

six dimensions and others have focused only on one or two dimensions (Ballantine,
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2002). This study extends business ethics research with respect to only the impact of
three dimensions of moral intensity, magnitude of consequences, social consensus, and
temporal immediacy on ethical decision making process. Magnitude of consequences and
social consensus have been investigated by several empirical ethics studies in different
area such as marketing, management and auditing especially within western countries
(see Table 2.10). This study will empirically add new evidence related to the impact of
these components on ethical decision making of management accountants and accounting
students within one of the developing countries, namely Libya. Additionally, research
related to the impact of temporal immediacy on ethical decision making process has been
found very limited. Researchers call for more research regarding to this dimension
(O'Fallon & Butterfield, 2005). Therefore, this dimension is also investigated by this

study.

Magnitude of consequences (MC) as mentioned above refers to “the sum of harms and
benefits resulting from a given action” (Jones, 1991, p. 374). Accordingly, individuals
will make their ethical decisions based on considering the results rather than morality of
the behaviour itself. For example, a behaviour that harms 500 persons is of greater moral
intensity than a behaviour that harm only 5 persons, and a behaviour that causes death is
of greater moral intensity than a behaviour that causes minor injury (Jones, 1991).
Barnett and Valentine (2004) explain that if an action is perceived to cause more serious
outcomes, this action would be considered as being more morally intense than an action
with less serious outcomes. In the context of business, employees within a company may
not consider that stealing a little money of the company’s supplies for personal use has a
high level of moral intensity. However, they are more likely to consider stealing
thousands of pounds of money does raise a higher level of moral intensity (Ng, White,
Lee, & Moneta, 2009). With respect to the relationship between this dimension and
ethical decision making stages, Mencl and May (2009) summarized that this relationship
has consistently been statistically significant. They also state that, “as the severity of the

harm increases, individuals are more likely to recognize the ethical implications of the
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situation, engage in moral evaluations to a greater extent, and form more ethical

intentions”.

Jones (1991, p. 375) defined Social consensus (SC) as the “degree of social agreement
that a proposed act is evil (or good)”. He argued that individuals look at social rules and
norms to decrease ambiguity when faceing an ethical issue. Consequently, this will
impact their views of the goodness of a variety of actions. Chia & Lim (2000) also claim
that social consensus decreases ambiguity and, thus, heightens ethical recognition, ethical
judgment, and ethical behaviour. Social norms, principles and habits can together shape
the “established conventions” that adapted by individuals within the society. These
established conventions represent social consensus on right action (Chia & Lim, 2000).
Accordingly, moral intensity decreases if the agreement of the society regarding an action
is ethically acceptable, whereas it increases if the agreement of the society concerning
that action is ethically unacceptable. Previous research has found that both magnitude of
consequences and social consensus are the most significant contributors in explaining an

individual’s ethical decision making (Ng et al., 2009).

Temporal immediacy (TI) is defined by Jones (1991, p. 376) as the “length of time
between the present and the onset of consequences of the ethical action in question”. He
believes that longer elapsed time leads individuals to discount the amount of future harm
they expect from an unethical behaviour. Accordingly, if the consequences of the action
will take place far from now, moral intensity of that action will be lesser. Conversely, if
the individuals perceive that consequences will take place soon after the action itself, the
moral intensity of the action will be greater. Prior research has provided limited and

inconsistent results related to this dimension (O'Fallon & Butterfield, 2005).

Previous research regarding the impact of moral intensity dimensions on ethical decision
making process has shown clearly consistent results (see Table 2.5). While Ford and
Richardson (1994) reported no studies regarding moral intensity, two studies were

included in Loe et al.’s (2000) review. These studies support the notion that the
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dimensions of moral intensity affect ethical decision making process (Robin, Reidenbach,

& Forrest, 1996; Singhapakdi et al., 1996).

Since the late 1990s, moral intensity has received great attention by researchers. Twenty
eight studies related to the first three stages of ethical decision making were included in
the review of O'Fallon and Butterfield (2005). Six studies investigated the relationship of
moral intensity with ethical recognition. Most of these studies (4 studies) showed
significant results that moral intensity impact ethical recognition. Some of these studies
indicated which component was examined. Magnitude of consequences had significant
positive results with ethical recognition in the three reported studies (Barnett & Schubert,
2002; Butterfield et al., 2000; May & Pauli, 2002). Social consensus was reported in
three studies; two of them showed positive relationship with ethical recognition (Barnett
& Valentine, 2004; Butterfield et al., 2000), while the remaining study reported no
significant influence (May & Pauli, 2002). Temporal immediacy had no relationship with

ethical recognition in one study (Barnett & Valentine, 2004).

Table 2.5 Summary of the Relationship between Moral Intensity and EDM

Stages and Recognition Judgment Intention EDM Total
ReviEms Sig * | No/few Sig No/few Sig No/few Sig No/few Sig No/few
Re/Im Re/Im | Re/Im Re/Im Re/Im | Re/lm | Re/Im Re/Im | Re/Im Re/Im
Current
review 5 - 8 - 8 - - - 21 -
2010
O'Fallon &
Butterfield 4 2 14 - 8 - - - 26 2
2005
Loe et al.
2000 - - - - - - 2 - 2 -
Total 9 2 22 - 16 - 2 - 49 2

Sig Re/Im: Significant relationship or impact; No/few Re/Im: No or few significant relationship or impact
*at least one dimension had significant relationship with one or more stages of ethical decision making.

With respect to ethical judgment stage, all fourteen studies showed significant findings
related to the impact of moral intensity. Some of these studies mentioned which
component was investigated. With the exception of Davis et al. (1998) study, all the

remaining eight studies showed that magnitude of consequences had significant impact
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on ethical judgment (e.g., Shaw, 2003; Singer, Mitchell, & Turner, 1998). Eight studies
examined social consensus; the majority of these studies showed significant and positive
relationship with ethical judgment (e.g., Shaw, 2003; Singer et al., 1998). Temporal
immediacy was reported by only two studies and found to have significant result in only

one study (Singer et al., 1998).

The ethical intention stage was examined in eight studies. All these studies showed
significant results and indicated that at least one dimension of moral intensity affected
ethical intention. Magnitude of consequences had significant positive impact on ethical
intention in three studies (e.g., May & Pauli, 2002), whereas one study (Barnett &
Valentine, 2004) showed significant negative impact on ethical intention. Social
consensus influenced significantly and positively ethical intention in three of these
studies (Barnett, 2001; Harrington, 1997; May & Pauli, 2002), while one study (Barnett
& Valentine, 2004) indicated no significant findings. Temporal immediacy was found to
have negative relationship with ethical intention in only one study (Barnett & Schubert,

2002).

The review of this study, as presented in Table 2.8, provided twenty one studies that
investigated the impact of the dimensions of moral intensity upon ethical decision making
stages. Some of these studies examined the dimensions of moral intensity as a group and
other examined the impact of one dimension or more upon one or more stage of ethical
decision making. In general, most of these findings were consistent with past reviews that
moral intensity components have an impact on ethical decision making stages. The
impact of moral intensity on ethical recognition was reported in five studies. Magnitude
of consequence had significant relationship with ethical recognition in the four studies
(e.g., Sweeney & Costello, 2009; Vitell & Patwardhan, 2008). Social consensus was
examined by three studies and found to have positive relationship with ethical recognition
(Barnett & Valentine, 2004; Bernard & Sweeney, 2010; Leitsch, 2004).Temporal

immediacy had positive significant relationship with ethical recognition in two studies
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(Leitsch, 2004; Sweeney & Costello, 2009), whereas no significant results was found in

one study (Barnett & Valentine, 2004).

Findings related to ethical judgement was shown in eight studies. Moral intensity
dimensions as a group were reported in four studies and found to have a significant
impact on ethical judgment (Cohen & Bennie, 2006; Leitsch, 2006; Nguyen et al., 2008;
Singh et al., 2007). Magnitude of consequence affected significantly ethical judgment in
three studies (Barnett & Valentine, 2004; McMahon & Harvey, 2007; Sweeney &
Costello, 2009), while one study revealed no significant impact (Leitsch, 2004). Four
studies reported significant results related to the impact of social consensus on ethical
judgment (e.g., Leitsch, 2004). Temporal immediacy had significant relationship with
ethical judgment in two studies (e.g., McMahon & Harvey, 2007; Sweeney & Costello,
2009), while one study reported no significant results (Barnett & Valentine, 2004).

Ethical intention was examined in eight studies and found to be positively and
significantly impacted by the components of moral intensity as a group in three studies
(Leitsch, 2006; Nguyen et al., 2008; Singh et al., 2007). Magnitude of consequence had
significant impact on ethical intention in three studies ( Barnett & Valentine, 2004;
Sweeney & Costello, 2009; Vitell & Patwardhan, 2008), while one study showed no
significant results (Leitsch, 2004). Mixed results were found related to the impact of
social consensus and temporal immediacy. Two studies for each (SC and TI) showed
significant results (e.g., Vitell & Patwardhan, 2008), whereas another two studies for
each of them indicated no significant relationship with ethical intention (e.g., Barnett &

Valentine, 2004).

Generally, the majority of studies showed significant and positive relationship between
moral intensity components and ethical decision making process. Magnitude of
consequences and social consensus have been the most researched dimensions than the
other four dimensions of moral intensity (i.e., temporal immediacy and concentration of
effect) in most previous studies and found to have positive significant relationship with

three stages of ethical decision making. Although previous reviews revealed inconsistent
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results related to temporal immediacy (O'Fallon & Butterfield, 2005), the current study

review showed significant results in most studies reviewed.

2.4 Limitations of Previous Studies

Since the early 1980s, several empirical studies have been undertaken related to ethical
decision making process (O'Fallon & Butterfield, 2005). Most of these studies have been
done in effort to explain and predict the process by which an individual makes an ethical
decision. In this section, several critical limitations related to previous impirical research
regarding ethical decision making process and variables affecting it are discussed. In an
addition to the three previous reviews (Ford & Richardson, 1994; Loe et al., 2000;
O'Fallon & Butterfield, 2005), the forty four studies (see Table 2.7 and 2.8 in pages 19 &
92) reviewed by this study are used here to discuss these limitations. The limitations are

discussed below:

1. The three reviews criticized, in general, the methodology used in business ethics
literature that much research lacks strong theoretical background. The social
psychology theories including Kohlberg’s (1969) Theory of Cognitive Moral
Development and Ajzen’s (1991) Theory of Planned Behaviour have been the
fundamental theories that predominantly applied in the area of business ethics
research, ethical decision making in particular. Conceiving and testing individual and
organizational, and issue-related impacts could contribute to understanding ethical
decision making process; this can be achieved by paying more attention to theory
development (O'Fallon & Butterfield, 2005). In this study, four types of the ethical
climate theory developed by Victor and Callen (1988) were tested in Libyan
environment. Moreover, the two dimensions of personal moral philosophy (i.e.,
idealism and relativism) built by Schlenker and Forsyth (1977) were examined within

Libyan organizations.

2. O’Fallon and Butterfield (2005) noted that each of the four stages of Rest’s (1986)

model has received attention from researchers; more than 180 studies investigated
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ethical judgment, 86 studies investigated ethical intention, and 85 studies related to
ethical behaviour. However, they criticize that only 28 studies examined ethical
recognition. Likewise, the current review showed few studies that focus on examining
ethical recognition. Also, O’Fallon and Butterfield (2005) and the current review
reported that only 7 out of 218 studies investigated three stages of ethical decision
making; no study investigating the four stages was reported in these reviews. The
current study examines the first three stages of ethical decision making to partially

overcome the limited research related to the three stages of ethical decision making.

. Despite the fact that several studies have been done regarding the effect of individual,
organizational, and issue-related variables on ethical decision making process, it is
noticeable that past research has mainly focused on individual variables; 303 out of the
428 studies reviewed in the four reviews. For example, the reviews reported 105
studies related to gender, 49 studies related to age and 29 studies related educational
level. As well as individual variables, this study investigated organizational variables

and moral intensity dimensions too.

. Previous research has significantly centred on only the impact of one or two
dimensions of moral intensity, particularly magnitude of consequences and social
consensus. Researchers have suggested that additional work needs to be undertaken
regarding the other four dimensions of moral intensity (Loe et al., 2000; O'Fallon &
Butterfield, 2005). In addition to magnitude of consequences and social consensus, the
present study examined one of the other four dimensions, temporal immediacy in
particular. While several empirical studies have been done in relation to magnitude of
consequences and social consensus, the three reviews revealed that very little research
has been conducted regarding the influence that temporal immediacy might have on
ethical decision making process. Reasons for chosen only these three dimensions are

discussed in more details in section 2.3.3.

. Using student samples within business ethics domain has been repeatedly debated by

researchers (Randall & Gibson, 1990; Weber, 1992). O'Fallon & Butterfield (2005)
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provided that 40% (70 out of 174 studies) of their studies reviewed used student
sample or a mixture of them with some other group. Also the current review revealed
that 56% (25 out of 44 studies) of the studies reviewed used only student samples.
While some argue that utilizing student samples decreases the generalizability of the
research’s findings, others argue that student samples are appropriate for researching
business ethics if they “comprise the population of interest or if the population of
interest is similar to the student sample on theoretically relevant variables” (Randall &
Gibson, 1990, p. 463). The population of this study comprise of two groups, Libyan
management accountants and accounting students. The main reason for using student
sample in this study is because they are expected to be the future management
accountant; and therefore they were only used for the check. Also, Libya is changing
rapidly and next generation of management accountants might be very different from
current management accountants, who were trained, reacquired with experience in

very different environment.

. Scenarios are the most common instrument used by researchers to gain individuals’
perspective regarding ethical issues within business ethics area. Of the 174 studies
reviewed by O'Fallon & Butterfield (2005), 95 studies adopted scenarios in their
research method. In the current review, all studies reviewed used scenarios as the main
method to obtain the attitude of individuals regarding ethical issues. Using scenarios is
regarded as an appropriate method to investigate ethical decision making because they
allow the researchers to present participants with actual problems that entail a minimal
amount of effort for a response; also to overcome some of the difficulties in
investigating and observing individuals’ ethical behaviours. Regarding the number of
scenarios used, 39% of the studies reviewed in the current study used three or four
scenarios, whereas 25% used only one or two scenarios to conduct their research; the
remaining studies (36%) used more than four scenarios. Weber (1992) argues that
using one or two scenarios should be avoided in that too few scenarios could impact
the variables that are intended to be manipulated by the researcher, whereas too many

scenarios could fatigue the participants in completing their participation. Following
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business ethics researchers’ recommendation (e.g., Randall & Gibson, 1990; Weber,
1992) this study used four pre-tested accounting scenarios to investigate ethical

decision making stages and moral intensity dimensions.

. Although empirical research within business ethics area concerning ethical decision
making process is rapidly growing, the bulk of this research has been done within
developed countries, mostly in the USA. This is also supported by the study’s review;
of the forty four studies reviewed, only nine studies collected data from less developed
countries as a result of their purposes to compare the perceptions of individuals from
these countries toward some ethical issues; most of (4 studies) of these studies were
particularly undertaken in China. Interestingly, out of the forty four studies, 45% were
conducted in the USA. Very little research has been done in developing countries and
mostly investigated within contexts that are different to Libyan environment (e.g.,
China and Panama); also most of this research has been conducted in marketing and
auditing areas. No study regarding ethical decision making has been conducted within
Libyan context. Moreover, very little research has been conducted in countries that
have some similar characteristics to Libya (e.g., one study in Egypt, Jordan, and Saudi;
and one study in Morocco); however, these studies were interested in investigating the
influence of cultural factors on ethical decision making in the field of marketing area.
The current study was design to fill the gap in the literature of business ethics in

general and ethical decision making in particular.

. Despite the fact that much research on the topic of ethical decision making process has
been done in business, empirical studies within the field of accounting regarding this
topic are still limited (O'Leary & Stewart, 2007). Moreover, current review revealed
that 14 studies out of 44 were conducted in the domain of accounting; no study was
done within management accounting area. Additionally, very few studies related to
ethics in general in the management accounting domain have been undertaken (see
Chapter One, section 1.3). Therefore, this study will extend ethics literature within the

field of accounting in general and management accounting in particular
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Within the constraints of a single study, the present study is addressing several of the
limitations seeking to use robust methods in a Libyan context with a focus on
management accounting, comparing current management accountants with accounting

students, who are the practitioners of the future.
2.5 The Study Framework

Models developed in the literature of business ethics suggest that without considering
individual, organizational factors and the characteristics of ethical issue itself, ethical
decision making process cannot be understood. Based on the literature review of business
ethics presented and discussed early in this chapter, especially on the models of ethical
decision making developed by (Ferrell & Gresham, 1985; Hunt & Vitell, 1986; Jones,
1991; Rest, 1986; Trevifo, 1986), the theoretical framework of this study was built, see

Figure 2.6 below.

This framework illustrates the possible impact of individual factors, organizational
factors and moral intensity components upon ethical decision making process. The
relationship between the four mentioned models (Hunt & Vitell, 1986; Jones, 1991; Rest,
1986; Trevifio, 1986) and the framework of this study is that each model recognized
some of the factors that intended to be investigated in this research, for example Jones
(1991) developed his model which focused on mainly on the effect of moral intensity
components on ethical decision making stages. In part one this study is examining and
investigating empirically those factors within Libyan companies. It should be noted that

ethical behaviour, which is shown in part two, is not going to be studied in this research.

Although there are many variables have been found in the literature of business ethics,
only the following variables are included in this model; first, individual variables are age,
gender, educational level, experience, and personal moral philosophy; second,
organizational variables are codes of ethics, ethical climate, and organizational size and
type of industry; and finally the three dimensions of moral intensity including magnitude

of consequences, social consensus, and temporal immediacy. Moreover, as mentioned
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early, the first three stages of ethical decision making, as theorized by Rest (1981), serve

as the main theoretical framework for this research.

Several researchers within the field of business ethics have used Rest’s (1986) model as
the basis for theory development and empirical investigation (O'Fallon & Butterfield,
2005). Moreover, previous studies have provided significant statistical relationships
between moral intensity components, individual and organizational factors and the first
three stages of ethical decision making (May & Pauli, 2002; O'Fallon & Butterfield,
2005).

Figure 2.6 Framework of the Study

Individual Organizational
Variables Variables
* Age e Codes of Ethics
* Gender e Ethical Climate
* Educational Level e Organizational Size
¢ Experience e Industry Type
e Moral Philosophy
—‘47 f f ‘sf
Recognise Make Ethical Establish Engage In
Ethical Judgment Ethical —> Ethical
Issue Intention Behaviour
Moral
Intensity

¢ Magnitude of Consequences
e Social Consensus

e Temporal Immediacy

Part One Part Two
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2.6 Summary

This chapter provided a review of the literature in relation to the theoretical and empirical
background of ethical decision making process and factors affecting it. Several
conclusions can be drawn. Although several studies related to ethical decision making
has been done in business ethics area, this research is still limited (O'Fallon &
Butterfield, 2005). Past research focused heavily upon few single variables such as
gender, age, ethical climate, codes of ethics, magnitude of consequences, and social
consensus, even though there are more than forty variables have some relationships and

significant influences with/on ethical decision making process.

Moreover, ethical judgment is widely investigated than any other stages of ethical
decision making. It noticeably appears that the influence of some of individual variables,
organizational variables, and moral intensity dimensions, for example age and
organizational size, continue to show mixed results and ambiguous relationships with
ethical decision making stages. Studies regarding ethical decision making process that
have been conducted in accounting area are still limited. Additionally, very little research
concerning ethics has been undertaken within management accounting area and no study
related to ethical decision making process has been conducted for long time ago.
Interestingly, student sample are widely used by researchers. Additionally, most of the
research regarding ethical decision making process has been done in the USA. The next

chapter focus on the methodology of this study.
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2.7 Hypotheses of the Study

Based on the literature of ethical decision making discussed above, the hypotheses of this study

are presented below.

Table 2.6 Hypotheses of the Study

N Hypotheses

Hla Mean Ethical Recognition Scores Will Significantly Increase as Age Increases

HIb Mean Ethical Judgment Scores Will Significantly Increase as Age Increases

Hic Mean Ethical Intention Scores Will Significantly Increase as Age Increases

H2a Mean Ethical Recognition Scores of Females Will Be Significantly Higher than Males

H2b Mean Ethical Judgment Scores of Females Will Be Significantly Higher than Males

H2c Mean Ethical Intention Scores of Females Will Be Significantly Higher than Males

H3a Mean Ethical Recognition Scores Will Significantly Increase as Level of Education
Increases

H3b Mean Ethical Judgment Scores Will Significantly Increase as Level of Education Increases

H3c Mean Ethical Intention Scores Will Significantly Increase as Level of Education Increases

H4a Mean Ethical Recognition Scores Will Significantly Increase as Years of Experience
Increases

H4b Mean Ethical Judgment Scores Will Significantly Increase as Years of Experience Increases

H4c Mean Ethical Intention Scores Will Significantly Increase as Years of Experience Increases

H5a Mean Ethical Recognition Scores Will Significantly Increase as the Size of Companies
Increases

H5b Mean Ethical Judgment Scores Will Significantly Increase as the Size of Companies
Increases

H5c Mean Ethical Intention Scores Will Significantly Increase as the Size of Companies
Increases

Hé6a Mean Ethical Recognition Scores Will Be Significantly Higher for Those Who Work in
Companies That Have Code of Ethics

H6b Mean Ethical Judgment Scores Will Be Significantly Higher for Those Who Work in
Companies That Have Code of Ethics

Hé6c Mean Ethical Intention Scores Will Be Significantly Higher for Those Who Work in
Companies That Have Code of Ethics

H7 Mean Ethical Decision Making Stages Scores Will Be Significantly Different between
Participants Based on the Type of Industry.

H8al | Moral Idealism Has a Significant Positive Relationship with Ethical Recognition

H8a2 | Moral Relativism Has a Significant Negative Relationship with Ethical Recognition

H9a Ethical Climate Types Have a Significant Positive Relationship with Ethical Recognition

Hli0al | Magnitude of Consequences Has a Significant Positive Relationship with Ethical

Recognition
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N Hypotheses

H10a2 | Social Consensus Has a Significant Positive Relationship with Ethical Recognition

H10a3 | Temporal Immediacy Has a Significant Positive Relationship with Ethical Recognition
H8b1 | Moral Idealism Has a Significant Positive Relationship with Ethical Judgment

H8b2 | Moral Relativism Has a Significant Negative Relationship with Ethical Judgment

H9 Ethical Climate Types Have a Significant Positive Relationship with Ethical Judgment
HI0bI | Magnitude of Consequences Has a Significant Positive Relationship with Ethical Judgment
HI10b2 | Social Consensus Has a Significant Positive Relationship with Ethical Judgment

HI10b3 | Temporal Immediacy Has a Significant Positive Relationship with Ethical Judgment

HS8cl | Moral Idealism Has a Significant Positive Relationship with Ethical Intention

HS8c2 | Moral Relativism Has a Significant Negative Relationship with Ethical Intention

H9c Ethical Climate Types Have a Significant Positive Relationship with Ethical Intention
H10cl | Magnitude of Consequences Has a Significant Positive Relationship with Ethical Intention
H10c2 | Social Consensus Has a Significant Positive Relationship with Ethical Intention

H10c3 | Temporal Immediacy Has a Significant Positive Relationship with Ethical Intention

Table 2.7 Summary of the Review of the Current Study

Figures Items Total | Percentage
Questionnaire with scenarios 44 100%
Instrumental

Other -- --
Students 25 57%
Sample used e 19 43%
Only in the USA 20 45%
Place of conducted Only %n develope‘d countrie‘s (including USA) 38 86%

studies Only in Developing countries 3 7%
Comparing developed countries/developing 7 16%
countries

. One or two 11 25%
Numberuosizcenarlos Three or four 17 39%
More than four 16 36%
Descriptive 44 100%
Tests used Regression and Coloration 30 75%
Other 22 55%
Accounting 15 34%
Area Marketing 8 18%
Other 21 48%
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Table 2.8 Current Study’s Review of Ethical Decision Making in Business Ethics Literature

Vitell & Personal moral* - Judgment Both ID (positively) and RE (negatively) Regression QUES* & 492 Marketing
Singhapakdi  philosophy had significant relationship with ethical 4 SCEN* professionals
(1993) (ID & RE) judgment in different two scenarios. (USA)
Schminke Organizational - Intention Members of larger organizations  Correlation & QUES #& the 209 Managers from
(2001) size displayed stronger significant ethical Regression character mixed organizations
intention than members of smaller traits version. (USA)
organizations.
Davis et al. Personal moral - Judgment ID had significant positive impact on Regression QUES & 196 Business Students
(2001) philosophy — Intention ethical judgment, while RE predicted it 3 SCEN (USA)
(ID & RE) in one scenario. Partially both ID and
RE impact ethical intention.
Pater & Gils  Codes of ethics - Intention The existence of codes of ethics had a Regression QUES & 128Management
(2003) negative impact on individual ethical 4 SCEN Professionals
intention (Netherlands)
Roxas & Gender - Judgment Across all countries examined, females Correlation & QUES & 750Accounting Students
Stoneback were more ethical than males. T-test 1 SCEN.
(2004) Significant differences were only in two (4 Western & 4 Eastern
eastern countries countries)
Leonard etal.  Gender and age - Intention Gender and age were found to Regression QUES & 423Computing Students
(2004) significantly impact the ethical intention 5 SCEN. (USA)
in four of five scenarios.
Barnett & Moral intensity* - Recognition MC had significant relationship with the Correlations, QUES & 273Marketing
Valentine MC, SC & TI), - Judgment three stages. SC had only significant T-test & 2 SCEN. professionals
(2004) gender, and age - Intention association with ethical recognition and Regression (USA)

judgment in one scenario but had no
relationship with ethical intention. TI,
Gender and age had no relationship with
the three stages

* 1. Ethical decision making (EDM). 2. Personal moral philosophy: (ID: Idealism; RE: Relativism).3.Ethical climate types :( CI: Company interest; law, LC:
Law & Professional codes; SR: Social responsibility; PM: Personal morality). 4. Moral intensity components (SC: Social consensus; MC: magnitude of
consequences; TI: Temporal immediacy). 5. QUES: Questionnaire.6. SCEN: Scenarios
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Leitsch Moral intensity - Recognition MC and SC had significant impact on MANOVA QUES & 110Accounting Students
(2004) MC, SC &TI) - Judgment both ethical recognition and ethical 4 SCEN (USA)
- Intention judgment. TI had a significant influence
on only ethical recognition
Dubinsky et al. Moral - Recognition While RE had no relationship with Regression, QUES & 201 Sales personnel
(2004) philosophy- ethical recognition, ID had significant  T-test & Factor 29 SCEN
Idealism (ID) & negative  association with  ethical analysis (Statements) (USA)
Relativism (RE) recognition
Conroy & Gender & age - Recognition Gender affected significantly ethical Correlation QUES & 850 different
Emerson recognition in 19 of 25 scenarios. In 11 25 SCEN (mixed) Students
(2004) of the 25 scenarios, the effect of being (USA)
older is statistically significant.
Marta et al. Age - Intention Age had only significant correlation with Correlation & QUES & 134 Marketing
(2004) ethical intention in one scenario. Age Regression 2 SCEN professionals
was found to be an inconclusive (Saudi, Egypt & Jordan)
predictor of ethical intention.
Nill Gender & age - Intention While females were significantly more Cross-tabulation QUES & 156 Business-Non
(2004) ethical than males, age had significant analysis 2 SCEN business Students
result in only one scenario that older (Chi-squared) (Europe & USA)
students are more ethical than younger.
Simga-Mugan  Gender - Recognition Ethical recognition was significantly T-test & QUES & 171 Mixed professionals
et al. affected by gender. Females were more MANCOVA 16 SCEN at different management
(2005) sensitive than males in the sixteen (Statements) level
scenarios. (USA &Turkey)
Nill & Moral intensity, - Intention Age, gender, level of education, and Regression QUES & 210 Marketing Students
Schibrowsky  age, gender, experience had no significant impact on 1 SCEN (Germany and USA)
(2005) education level, ethical intention. Moral intensity had a
and experience statistically significant relationship with
ethical intention
Buchan Ethical climate - Intention Ethical climate had negative relationship Regression, QUES & 95 CPA
(2005) (company with  ethical intention, but this  Factor analysis 2 SCEN (USA)
interest) relationship was not significant. & Correlation
Cagle & Gender, Age, - Judgment Females were significantly less to accept Regression QUES & 86 Business & MBA
Baucus Education level. unethical behaviour than males in five of 10 SCEN Students
(2006) ten scenarios. Level of education had (Statements) (USA)

significant impact in only two of ten
scenarios. Age had no significant results.
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Chan & Leung Moral - Recognition Moral philosophy, age, gender, and level =~ Mann-Whitney QUES, 156 Accounting
(2006) philosophy of education were not found to be U-test, 1 SCEN & Students
(ID&RE), Age, significantly associated with ethical Regression & Welton et (Hong Kong)
Gender, Level of recognition Correlation al.,” (1994)
education. instrument
Cohen & Moral intensity - Recognition MC and SC had significant relationship ANOVA QUES & 40 Audit partners and
Bennie (6 components) - Judgment with the three stages of ethical decision 3 SCEN managers
(2006) — Intention making, whereas TI had not (USA)
Leitsch Moral intensity - Recognition The characteristics of moral issue had a Correlation, QUES & 110 Accounting
(2006) (6 components) - Judgment significant effect on ethical judgment Regression & 4 SCEN Students
- Intention and ethical intention. However, they had  Factor analysis (USA)
no significant impact on the recognition
Ritter Gender - Recognition Findings revealed that women of Correlation, QUES & 124 Business Students
(2006) experimental group significantly showed T-test & 15 SCEN (USA)
improved ethical recognition. ANOVA
VanSandt et al.  FEthical climate* - Recognition Ethical climate is a primary predictor of Factor analysis, QUES & 194 Individuals from
(2006) respondents’ degree of ethical Discriminant 1 video clip mixed organizations
recognition analysis, and SCEN (USA)
ANOVA
Keller et al. Gender, - EDM There were no significant differences Regression & QUES & 171 Accounting
(2007) Educational between females and males in EDM. T-test Series of Students
level, and Work Educational level and work experience SCEN (USA)
experience appeared to have some impact on the
ethical decision-making process.
Guffey & Gender, age, and - Judgment Females were significantly higher in  Factor analysis, QUES & 397 Accounting
McCartney level of ethical judgment than males in the two T-test & 2 SCEN Students
(2007) education scenarios. Age had only little impact on Regression (USA)
ethical judgment, whereas level of
education had no significant results.

Haines & Gender — Judgment There were significant differences T-tests QUES & 167 Information system
Leonard - Intention between females and males in both 5 SCEN Students
(2007a) ethical judgment and ethical intention. (USA)

Females were less to involve in
questionable behaviour than males.

O'Leary & Years of — Judgment Experience had a significant impact on ANOVA QUES & 66 Internal auditors
Stewart experience - Intention internal auditors’ ethical judgment and 5 SCEN (Australia & New
(2007) intention in three of five scenarios. Zealand)
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McMahon &  Moral intensity - Judgment MC, SC, TI and gender had significant  Factor analysis, QUES & 345 Students
Harvey (6 components) effect on ethical judgment. Age had no Regression & 3 SCEN (USA)
(2007) age, and gender. impact on ethical judgment. ANOVA
Rottig & Code of ethics. - Judgment Both ethical judgment and ethical MANCOVA, QUES & 86 MBA Students
Heischmidt - Intention intention were not significantly affected  t-test & Factor 1 SCEN (USA & Germany)
(2007) by the existence of codes of ethics analysis
Pflugrath et al.  Codes of ethics - Judgment The presence of a code of ethics had a ANOVA and QUES & 52 Professional
(2007) and experience positive impact on ethical judment. Contrasts 1 SCEN Accountants & 60
Years of experience affected signifiantly analyses Students
ethical judgment. (Australia)
Shafer Ethical climate* - Judgment Ethical climate (3types) had no Multiple QUES & 60 Auditors (China)
(2007) (CI, LC, SR), — Intention significant effect on ethical judgment, Regression 3 SCEN & 68 Auditors
moral whereas the three types of ethical climate international firms
philosophy, affected significantly ethical intention. (China)
gender, & Moral philosophy and gender did not
industry type affect judgment or intention. Industry
type affected significantly both stages.
Stedham et al.  Gender — Judgment Females were more ethical than males in ~ Correlations & QUES & 44 Business Students
(2007) - Intention their judgments. Gender also had a ANOVAs 3 SCEN (Germany)
significant impact on ethical intention.
Singh et al. Moral intensity - Judgment Moral intensity affected significantly Chi-square, QUES & 372 Marketing mangers
(2007) (6 components) - Intention ethical judgment and intention. Moral Correlation & 4 SCEN (USA & China)
and moral philosophy affected ethical judgment Regression
philosophy and intention in only one scenario.
Valentine &  Gender, Age and - Judgment While no significant differences between Correlations, QUES & 222 Business executives
Rittenburg Experience - Intention males and females were found in ethical MANCOVA & 10 SCEN from mixed
(2007) judgments, females exhibited significant ANOVA organizations
higher intention to behave more ethically (USA & Spain)
than males. Age and experience had
positive relationship with the two stages.
Westerman et ~ Gender - Intention Gender was found to have a significant  Correlations & QUES & 165 Business Students
al. impact on ethical intention that women ANOVA 3 SCEN (Germany, Italy & Japan)
(2007) were more ethical than men.
Marta et al. Moral - Intention Females were more significantly ethical ~ Correlation & QUES & 226 Managers
(2008) philosophy, size in their intentions than males. Idealism Regression 4 SCEN
of organization and relativism had no significant impact (USA)

and gender.

on ethical intention. Organizational size
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affected significantly ethical intention.
Managers in larger organizations were
more ethical than those in smaller one.
Marques et al.  Moral — Judgment Males were significantly more ethical MANOVA & QUES & 276 Chartered
(2008) philosophy than females. ID had no significant Regression 5 SCEN Accountants
(ID & RE), Age, relationship with ethical judgment. RE, (Portuguese)
Gender and level age, and level of education had
of education. significant impact on ethical judgment in
only one scenario
Nguyen et al.  Gender, age and - Judgment Females were significantly more ethical Correlations, QUES & 340 Business Students
(2008) moral intensity than males in judgments, whereas MC ANCOVA & 3 SCEN (USA)
MCO). and age had no significant effect on  Factor structure
ethical judgment
Oumlil & Moral — Intention Idealism is good predictor for ethical ANOVA, QUES & 172 Business Students
Balloun philosophy intention, whereas relativism not. Gender  Factor analysis, 4 SCEN (Morocco & USA)
(2008) (ID & RE), and affected significantly ethical intention. Correlation &
gender. Females were more ethical than males. Regression
Lund Gender. — Judgment Overall, female marketing professionals MANOVA, QUES & 360 Marketing
(2008) evinced significantly higher ethics ANOVA & 27 Statements professionals
judgment than males. T-tests (USA)
Stedham et al.  Gender and age. - Judgment Gender had no significant impact on MANCOVA, QUES & 176 Business Students
(2008) ethical judgment, whereas age affected Correlations, 3 SCEN (Japan & Taiwan)
significantly ethical judgment ANCOVAs
Vitell & Moral intensity - Intention MC and TI had significant relationship Regression QUES & 379 Marketing
Patwardhan (6 components) with ethical intention. SC had significant 4 SCEN Executives
(2008) and Moral impact on ethical intention in three (UK, Span & China)
philosophy. scenarios. Moral philosophy dimensions
had few significant effects on ethical
intention in two scenarios.
Bampton & Gender - Judgment Women judge situations differently from Chi-square QUES & 98 Accounting Students
Maclagan men in four of five scenarios. Women 5SCEN (UK)
(2009) were more concern to the human welfare
and protection the environment than
men.
Seshadri & Gender - Intention Gender had significant impact on ethical ANOVA QUES & 1328 Mixed Academic
Broekemier intention. 8 SCEN Students
(2009) (Panama & USA)
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Krambia- Gender, age, - EDM Females were significantly more ethical ANOVA & QUES & 565 employees
Kapardis & educational than males. Older managers were T-test 9 Statements In different
Zopiatis level, and type of significantly more ethical than younger organizations
(2008) industry managers. Educational level and type of (Cyprus)
industry had no impact on EDM
Sweeney & Moral intensity - Recognition MC, SC, and TI were significantly Regression, QUES & 191Accounting/None
Costello (6 components) - Judgment directly related to the three stages. Correlation & 4 SCEN Accounting Students
(2009) and gender - Intention Gender had no significant impact on the T-test (Ireland)
three stages.
Bernard & Gender, firm — Judgment Gender, firm size, and experience had ANOVA, QUES & 463 Auditing trainees
Sweeney size, level of - Intention significant impact on ethical judgmentin ~ MANOVA and 4 SCEN. (Ireland)
(2010) education, only one scenario. Firm size, age, and T-test
experience and experience had significant relationship
age with ethical intention. Gender and level

of education had significant impact on
ethical intonation in only one scenario.
Age and level of education had no
significant impact on ethical judgment.

* 1. Ethical decision making: (EDM). 2. Personal moral philosophy: (ID: Idealism; RE: Relativism).3.Ethical climate types (CI: Company interest; LC: Law &
Professional codes; SR: Social responsibility; PM: Personal morality). 4. Moral intensity components (SC: Social consensus; MC: magnitude of consequences;
TI: Temporal immediacy). 5. QUES: Questionnaire.6. SCEN: Scenarios
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Chapter Three
Research Methodology

3.1 Introduction

In the last two chapters, the literature review related to management accounting ethics,
the ethical decision making stages, and some issues regarding Libyan environment were
presented and discussed. From this, a framework and the hypotheses of this study were
developed. The purpose of this chapter is to describe the research methodology that has
been applied for undertaking this study and the methods and the procedures that have
been conducted to collect the research data. This chapter is organized as follows: it
begins with a reminder of the study aims, since they play a key role in formulating the
research methodology. Section three outlines the issues related to the research philosophy
and methodology applied in this study. The populations and the samples are discussed in
section four. Then, the following two sections provide a detailed description of the data
collection methods including questionnaire and scenarios, the questionnaire design
including wording and layout, question type and format, translation and piloting the
questionnaire. Section seven discusses in detail the contents and measurement of the
study variables. Sections eight and nine outline the reliability and validly issues and the
administration of the questionnaire. The statistical techniques used in this study and

conclusion are described in the last two sections.
3.2 Research Aims

As mentioned early in Chapter One, this study aims to gain a better understanding of the
relationship between individual variables, organizational variables, and moral intensity
dimensions and ethical decision making process within the field of accounting,
particularly management accountants and accounting students in Libyan context. The

study set out four specific aims:
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1. To identify what types of ethical issues are faced by management accountants

within Libyan companies;

2. To determine the relationship between individual variables (age, gender,
educational level, work experience, and personal moral philosophy) and the
decision making process of Libyan management accountants and accounting

students;

3. To determine the relationship between organizational variables (codes of ethics,
ethical climate, organizational size, and industry type) and the decision making

process of Libyan management accountants; and

4. To determine the relationship between moral intensity dimensions (magnitude of
consequences, social consensus, and temporal immediacy) and the decision

making of Libyan management accountants and accounting students.
3.3 Methodology and Method

Methodology and method have occasionally been used interchangeably. However, the
distinction between them indicates substantially different meaning. While methodology
refers to “the overall approach to the research process, from the theoretical underpinning
to the collection and analysis of the data”, method refers to the “various means by which
data can be collected and/or analysed” (Collis & Hussey, 2009, p. 73). Crotty (1998, p. 3)
also defined the two terms: methods are “the techniques or procedures used to gather and
analyse data related to some research questions or hypothesis”, whereas methodology
refers to “the strategy, plan of action, process/design lying behind the choice and use of
particular methods and linking the choice and use of methods to the desired outcomes” .
In general, methodology is concerned with several issues including: why one collected
certain data, what data and from where has he/she collected these data, when and how
he/she collected it, and how it would be analysed (Collis & Hussey, 2009). Experimental
study, grounded theory, and ethnography are some examples of research methodology

options.
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Data can be collected and analysed by employing different methods including interviews,
questionnaires, observations, etc. The choice between these techniques depends on the
research philosophy and the aims of study or the research questions. In the context of
social science, there are mainly two research philosophies (paradigms) (Creswell, 2009).
Although this is a simplification of the possibilities, it characterizes much research in
practice and helps to delineate the choices to be made. Terms such as positivistic,
quantitative, objectivist, scientific, experimental and empirical are used to describe the
first philosophy (approach). The second philosophy is referred to by terms such as
phenomenological, radical, qualitative, subjectivist, interpretative and post-positivistic.
The differences between the two approaches can be viewed in terms of the two major
approaches to theory development - deductive theory testing and inductive theory
building. The deductive approach represents the positivistic approach and the inductive

approach represents the phenomenological approach (Perry, 1998).

The positivistic approach seeks to deduce or identify a testable hypothesis about the
association between two or more variables from a theory, which is then tested empirically
by collecting data relating to the variables and then performing statistical tests on the data
to identify significant associations. The results may either support the theory or produce a
modification of the theory based on the results obtained (Hussey & Hussey, 2003;
Saunders, Lewis, & Thornhill, 2003). Cross-sectional studies, employed in this study,
employing a survey methodology are often used in this approach. In contrast, the
phenomenological approach emerged as a result of criticisms of the positivistic approach.
Critics have argued that the positivistic approach made cause and effect links between
variables without consideration of the way in which individuals interpreted their social
world (Saunders et al., 2003). Easterby-Smith et al. (2002) explain that the philosophy
behind the phenomenological approach views the “reality” as not objective and exterior,
but as being socially constructed and given meaning by individuals. Accordingly, this
approach takes into account individuals’ feelings, thinking, and the different
interpretations and meanings which they give to various phenomena. This involves

thoroughly explaining why and how individuals view different experiences instead of
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searching for external reasons and fundamental laws to explain their behaviour (Easterby-
Smith et al., 2002). Hussey and Hussey (2003) point out that the two philosophies,
shown in Figure 3.1, must be viewed as two extremes of a continuum, and that neither of
these two approaches is considered better than the other. Briefly, the most important
difference between the two approaches is that adopting either approach leads the
researcher to use a specific research methodology. The choice of either approach is
determined partly by the current knowledge of the topic and research problem under

investigation.

Figure 3.1 Distinguishing Features of the Main Research Philosophies

Positivistic philosophy Phenomenological philosophy

Tends to produce quantitative data Tends to produce qualitative data

Uses large samples Uses small samples

Concerned with hypothesis testing Concerned with generating theories
Data is highly specific and precise Data is rich and subjective

Generalizes from sample to population Generalizes from one context to another

Source: Hussey and Hussey (2003)

Business ethics research has been dominated by the positivistic approach and by
empirical research methods (Randall & Gibson, 1990; Treviio & Weaver, 1994). A
positivistic approach is adopted here in order to achieve the aims and to provide a basis
for generalizing results for specific situations. Several reasons were behind choosing this

approach:

1. Generalization: survey-based research seeks to identify relationships that are
common across organizations, and hence provide a general statement or theory about
the phenomenon being researched (Bryman & Bell, 2007; Eldabi, Irani, Paul, &
Love, 2002).

2. Saving in time and effort: adopting a cross-sectional survey methodology leads to a
saving in time, effort and resources required compared to other methodologies such

as longitudinal and lab experiment (Creswell, 2009).
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3. Conducting multivariate analysis, as in this study, requires a fairly large number of
cases, which can be reached by using a survey methodology (Field, 2009; Hair,
Anderson, Tatham, & Black, 2006).

4. Prior studies provide the basis for developing a model and research constructs to use.

It should be noted that there are a number of ways (e.g., experimental or interview) to do
this study; but, given the aims of this study, the way adopted here is considered a good

and an appropriate way to conduct this study.
3.4 Research Populations and Samples

Management accountants perform several functions for their organizations, including
financial analysis, planning and budgeting, cost accounting, and general accounting.
Therefore, they certainly have a variety of responsibilities to users, whether they are
external to the organization such as creditors and investors or internal such as
management (Loeb & Cory, 1989). Therefore, the decisions made by management
accountants can affect themselves, shareholders, and the reputation of their organization.
Management accounting, like any task within an organization, is faced with several
ethical issues. Furthermore, management accountants encounter ethical conflicts in their
work as a result of the dual responsibility to their employer and their profession
(Etherington & Schulting, 1995). Research related to management accountants revealed
that management accountants were responsible for, or had witnessed, cases where
financial results had been changed (Mihalek et al., 1987). Also, Jones and Hiltebeitel
(1995) found that the ethical decision making of management accountants was clearly

affected by organizational and individual factors.

Although there has been a significant increase in accounting ethics research in recent
years, the research related to management accounting area is still very rare (see Chapter
One, section 1.3). Therefore, this study tries to add new empirical evidence to the field of
accounting in general and management accounting in particular. Hence, the population of

this study consist, of: first, Libyan management accountants who work within only
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Libyan companies, mainly manufactures, that have at least 50 employees or more; and
second: senior accounting students (final year), who are expected to be the future Libyan

accountants, from Libyan Universities.

With regard to the samples chosen from these populations, all management accountants
who work in Libyan companies as defined above and all senior accounting students from
four universities were targeted to participate in this study. Based on the list of Libyan
companies provided by the department of Libyan companies at the Ministry of Industry
and using the size of each company as a criterion (i.e. each company has at least 50
employees or more), only 113 companies were found to meet this criterion.
Manufacturing companies that have 50 employees or more are expected to have a well
designed accounting system in general and management accounting system in particular
and therefore management accountants are certainly to be found working there.
Moreover, it has been recommended that when the targeted population is small (less than
500) it is traditionally common to use 100 percent sample (Easterby-Smith et al., 2002).
Therefore, all of these companies were chosen to be visited in order to distribute the
questionnaires to their management accountants. The financial/management accounting
manager at each company was asked to provide the number of their management
accountants or those who do the tasks of management accounting in order to determine
how many questionnaires should be distributed to each company. Therefore, the sample
of Libyan management accountants was mainly based on the numbers provided by those

mangers.

In questionnaire survey design, Bryman and Bell (2007) maintain that ‘sampling
constitutes a key step in the research process’. They suggest that using convenience
samples is very common in business and management research. Convenience samples
such as administrating questionnaires to student samples in class room have been widely
employed in business ethics research (see Chapter Three). The main problem of using
this method to collect data is the difficulties to generalize the results to a population. For

example, using student samples as proxies for practitioners to complete a questionnaire
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including business scenarios, students may not respond adequately since they have little
practical knowledge about the given situation (Weber, 1992). However, using student
samples is perfectly appropriate in many situations. In this respect, Randall and Gibson
(1990, p. 463) state that “student samples are appropriate if they comprise the population
of interest or if the population of interest is similar to the student sample”. Also, some
have argued that a convenience sample might be very useful in pre-testing the research
instruments (Bryman & Bell, 2007). Accounting student sample was used in this study to
examine their ethical decision making as they are expected to be the future accountants.
Any differences from current management accountants would indicate the possibility of
change in the future, whereas similarities would point towards continuity, in spite of the
many significant changes that have been occurring in Libya. Therefore, accounting
students were investigated in this study only for the check. The scenarios included in the
questionnaire of this study were clear and the educational experience should have
prepared accounting students for these possible workplace ethical issues (Sweeney &
Costello, 2009). In addition to my own university (Omer El-Moktahr univessity), I was
able to obtain an access to three other Libyan universities (Garyounis University,
Almargab University, and Mosrata University) to participate in this study. Four lecturers
(friends) from the departments of accounting at the four Libyan universities agreed to

distribute the questionnaire to all senior accounting students they teach.

3.5 Data Collection Methods and Research Type

Survey has been the most common method utilized in the field of business ethics research
compared to other techniques such as lab experiments and interviews (Ford &
Richardson, 1994; Randall & Gibson, 1990). Also this was clearly noted in all recent
empirical studies reviewed by this study (see Table 2.8). Robertson (1993) argued that
other methods such as experiments and interviews should be performed more frequently
to extend the methodological base of the research of business ethics. Greater depth can be
offered by using interviews, although the access may be difficult (Liedtka, 1992). Several

criticisms have emerged concerning ethics studies based on questionnaires (Cowton,
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1998). These include poor questionnaire design, the use of convenience samples, low
response rates, and using poor scenarios (Randall & Gibson, 1990; Weber, 1992).
Although these issues have been considered as standard issue in survey design, business
ethics research involves some specific difficulties (Cowton, 1998). Dalton and Metzger
(1992, p. 207) stated that “virtually every empirical inquiry of issues relevant to applied
business ethics involves the asking of questions that are sensitive, embarrassing,
threatening, stigmatizing, or incriminating”. However, it would be noted that several of the
problems cited are not fundamental to questionnaire survey but, rather, associated with the

way they have been carried out.

Survey based research was adopted in this study. There were several practical reasons
behind the choice of survey in this study: first, to be consistent with the research
philosophy adopted (positivistic) and to achieve the research aims in terms of
generalization, identifying associations between research variables, and conducting the
required multivariate analysis, the survey was considered appropriate (Bryman & Bell,
2007; Collis & Hussey, 2009; Oppenheim, 2003; Saunders et al., 2003); second, the
opportunity of analysing a large amount of information; third, it has been widely used as
a prime data collection in business ethics research in general and ethical decision making
studies in particular (Ford & Richardson, 1994; Randall & Gibson, 1990); finally, the
limited time and resource available to the researcher. Accordingly, a questionnaire
including scenarios was considered to be the most suitable data collection method for this
study. The following sections discuss the research questionnaire; the four scenarios used

in this study; and the operationalization of the questionnaire.
3.5.1 Questionnaire

A questionnaire, which is defined as a list of carefully structured questions (Collis &
Hussey, 2009), is the most popular method for collecting data (Collis & Hussey, 2009;
Oppenheim, 2003; Sekaran, 2003). The questionnaire is a useful flexible tool for business
ethics research, since it helps the researchers to gather information regarding unethical

issues at workplace, individuals’ perspectives about these issues, and the environment
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characteristics at their workplace, as well as their demographic characteristics to be used
in terms of the relationship they might have with the opinions individuals stated.
Additionally, business ethics research, as discussed earlier, has been commonly
questionnaire-based survey, this may be because it is classically cheap, quick and an easy
tool to employ (Cowton, 1998). Although individuals’ perspectives can be examined by
using either questionnaires or interviews, questionnaires should be used when quantified
information is required regarding a certain population and when individuals’ own
accounts of their behaviour and attitudes are acceptable as a source of information

(Hussey & Hussey, 2003).

Types of questionnaire differ according to the method of its distribution; online
questionnaire, post/mail questionnaire, telephone questionnaire, and personal
administered questionnaire. Each of these types has its own advantages and
disadvantages. With respect to the type adopted here (i.e. personal administered
questionnaire), Oppenheim (2003) explains that the researcher himself or someone in an
official position (i.e. the accounting lecturers at Libyan universities and
financial/management accounting managers of Libyan companies in this study) usually
distribute the questionnaire to the participants, explaining the research aim, and the

participants are then left to complete the questionnaire.

Several advantages of using personal administered questionnaire that is they may be
ensure the high rate of response, targets very precisely the most appropriate sample, the
opportunity to introduce the research topic to motivate the participants to give their
answers honestly, to clarify any ambiguous questions, and to collect completed
questionnaire in a short time (Collis & Hussey, 2009; Oppenheim, 2003; Saunders,
Lewis, & Thornhill, 2007). Additionally, there were additional reasons for choosing this
type of questionnaire include the unreliable post services in Libya which could result in
low response rate and wasted time and the difficulties of finding an accurate personal
details such as emails, telephones number for the targeted participants at both Libyan

companies and universities.
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3.5.2 Scenarios

Alexander and Becker (1978, p. 94) defined scenarios, or vignettes as they are sometimes
called, as “short descriptions of a person or a social situation which contain precise
references to what are thought to be the most important factors in the decision-making or
judgment-making processes of respondents”. As they explain “the use of vignettes helps
to standardise the social stimulus across respondents and at the same time makes the
decision-making situation more real (p. 103)”. Also Cavanagh and Fritzsche (1985, p.
279) stated that “vignettes enable researchers to flush out the ethical problem, to place it
in a more realistic setting, and to establish explicitly the level of a number of pertinent

variables at one time”.

Scenarios have been commonly used as part of research instruments in business ethics
research in general and ethical decision making studies specifically. The majority of
ethical decision making empirical studies (see Tables 2.7 and 2.8) adopted this approach
due to first: the ability of observing behaviours of interest in a field setting is not feasible;
and second, to avoid the need for participants to report either their own real
ethical/unethical behaviour or what they would do in the situation described. Robin et al.
(1996) add that using scenarios allow researchers to present participants with actual
problems that entail a minimal amount of effort for a response. Although scenarios have
been successfully used in ethical decision making research, some limitations have been
raised. In their critical review of methodology in business ethics research, Randall and
Gibson (1990) pointed out that ambiguity and generality are the critical issues related to
using scenarios. They add that all the scenarios they reviewed were likely not reflecting

actual situations.

In the present study, the selection of the scenarios was considered as one of the vital
elements of the research design. In his review, Weber (1992) made some
recommendations that should be taken into account when researchers would like to adopt
scenarios in their studies: firstly, ensuring that they are recognisable, salient and

interesting to participants; secondly, scenarios should contain realistic ethical dilemmas
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related to the investigated area, the scenarios should include an ethical issue or portray a
practical business issue that is familiar to the participants; thirdly, a reasonable number of
scenarios should be considered by avoiding using only one or two scenarios, which can
limit the researcher’s ability to manipulate critical variables, or using too many scenarios,
which may lead to much information and fatigue for the participants; finally, using
previously tested scenarios is recommended since they will allow the researchers to make
comparisons for their results and in aid cross-validation of the results. Moreover, in
relation to using previous scenarios, Robertson (1993) and Weber (1992) suggest that the
use of pre-existing scenarios can contribute cumulatively to the knowledge of business

ethics.

Following Weber’s (1992) recommendations and Randall and Gibson’s (1990)
suggestions, four scenarios, which were originally developed and produced in a videotape
by the Institute of Management Accountants (IAM) in the USA and abstracted by Flory
et al. (1992) for their study, were adopted in this study to examine the ethical decision
making stages and moral intensity dimensions. They have been used in several
accounting studies (e.g., Leitsch, 2004, 2006; Sweeney & Costello, 2009). Accordingly,
the scenarios considered illustrate practical accounting issues that should be familiar to
Libyan management accountants and the final year accounting students. The educational
experience should prepare the senior accounting students for likely workplace ethical
issues (Sweeney & Costello, 2009). Even if it does not, the chosen scenarios are
acceptable to any students with a reasonable knowledge of accounting. On average, each
scenario consists of 200 words and ended with an action decision taken in response to the
ethical issue to ensure all participants were reacting to the same stimulus (Flory et al.,
1992). The full text of the four scenarios is shown in Appendix A. It should be mentioned
here that some amendments were made to these scenarios to be familiar in the Libyan
context. The names of all actors in the four scenarios were changed to be familiar to
Libyan accountants and students. Additionally, the circumstances of the decision maker

presented in scenario four was expected to be very rarely found in Libyan environment;
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therefore it was decided to be replaced with different, but structurally similar,

circumstances that are thought to be commonly found in a Libyan environment.

The first scenario, approving questionable expense reports, describes a superior who is
involving in questionable expenditures that claims to be approved by upper management;
the accountant approved those expenses that he knows should not be approved due to the
pressure from the superior with lack of help from the management. The second scenario,
manipulating company books, is concerned with a controller who is told by the chief
financial officer to do whatever is necessary to present positive earnings; according to the
suggestions of chief, the controller must defer certain transactions until the next
accounting period. Although this may occur in some companies, it is agreed that it is

wrong (Flory et al., 1992).

The third scenario, bypassing expenditure capital policy, involves an accounting manager
who was asked to purchase a new computer system; this can be done only by classifying
the computer system as an operating expense rather than as capital expenditure. The
fourth scenario, extending questionable expenditure credit, involves extending
questionable expenditure credit and shows that the accountant’s personal difficulties play
significant role in the decision made. Although the scenarios present different types of
ethical issue, they mainly involve the violation of company policy. Flory et al. (1992)
explained that scenarios 1, 2, and 3 all implicitly involve an accountant’s job security but
it seems that the individuals in each situations were worried about their company’s
interest; in contrast, scenario 4 highlights the accountant’s personal circumstances and
also the violation of the company policy was not clearly explained. Flory et al. (1992)
suggested that scenarios 2 and 3 would be recognized as more unethical than scenarios 1
and 4. Six items followed each scenario, and for each of the six, the participants should
indicate their agreement/disagreement on a five-point scale in each scenario, see section

3.7 below.
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3.6 Questionnaire Design

The design of the questionnaire can have a huge impact on many aspects of the study
conducted. It provides a framework for the collection and analysis of data (Bryman,
2008). Oppenheim (2003, p. 8) states that “a poorly designed questionnaire will fail to
provide accurate answers to the questions under investigation; it will leave too many
loopholes in the conclusions; it will permit little generalization; and it will product much
irrelevant information, thereby wasting case material and resources”. Thus, several
considerations should be taken into account when building up the questionnaire.
Oppenheim (2003) and Collis & Hussey (2009) recommend several considerations,
include general appearance, clear instruction, question wording, ordering of question
sequences within the questionnaire, type of question to be used (e.g., close-ended versus
free response categories), and questions should not be too long (e.g., maximum 20
words). Taking these issues into account could result in maximizing the response rate and
the reliability and the validity (Saunders et al., 2007). All of these issues are discussed

below.
3.6.1 Question Design, Wording, and Layout

Much time and effort were given to the questionnaire’s construction and many drafts and
a thorough assessment and pre-testing were conducted before reaching the final version
of the questionnaire. Recommendations mentioned early were taken into consideration. In
this study, these are some examples: the logo of the University of Huddersfield was
printed on the coversheet letter of the questionnaire for the purpose of encouraging the
participants to complete the questionnaire as evidence that this is for an academic
purpose; ensuring the anonymity and confidentiality of the information revealed by
participants; supporting letters from the University of Huddersfield, UK, where this
research was conducted and the University of Omer El-Moktahr, Libya, where the
researcher works and Libyan Cultural Affairs, London, which sponsored the researcher to
conduct this research in the UK; the purpose of the study was explained to all

participants; double-barrelled, leading, loading, and double negative questions were
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avoided; simple, direct and familiar language was used to make the questionnaire
applicable to all participants; scenarios were almost left to the end of the questionnaire as
they represent a sensitive subject which may stop participants completing the
questionnaire if included at the beginning; since demographic questions can be easier and
quicker to answer, they were included at the beginning of the questionnaire to give them
the feeling that they were making quick progress through the questionnaire; and finally
the questionnaire was pre-test (see section 3.6.4 below) to reduce ambiguities and

misunderstanding of the questions and scenarios.

3.6.2 Question Type and Format

The type of question and format are another issue that should be considered when
designing the questionnaire. Two types of questions can be used in constructing a
questionnaire, closed and open questions. While open questions allow the participants to
be free in providing the related answer using their own words and terms, closed questions
offer the participants a choice of alternative answer to choose from. Each has its own
advantages and disadvantage. Peterson (2000) claims that the advantages of open
questions are usually the disadvantages of closed questions and vice versa. Open
questions’ advantages include that the researcher does not impact the participants’
answers excessively and the questions are easy to ask and give the researcher more
information. However, open questions have significant disadvantages including being
demanding and time consuming for participants, which may result in incomplete answers
or partially completed questionnaire; the response rate can be very low, requiring more
paperwork and making the questionnaire seem longer; and difficulties in coding and

analysing the answers.

With respect to closed questions, the main issue related to them is that they can produce
false judgments, either by giving a limited range of options from which to choose, or by
prompting the study participants with ‘acceptable’ answers (De Vaus, 2002). In business
ethics research, the specific disadvantage is that closed questions fail to take into

consideration the importance of the context in which ethical decision are made which
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may result in low within subject reliability and external validity (Bain, 1995). However,
well developed closed questions can result in a number of advantages. This approach is
useful when the questionnaire is long or the participants’ motivation to answer the
questions is not high (Cooper & Schindler, 2008; De Vaus, 2002; Hair, 2003).
Additionally they are useful in obtaining information and attitudes if they are designed
well. The choice of open or closed questions depends on several factors and there is no
right or wrong choice; these factors include the questions content, participants’
motivation, methods of administration, type of participants, and the amount of time

available to develop a set of unbiased answers (De Vaus, 2002).

Depending to the above discussion and the comprehensive nature of the questionnaire
and its length to collect reliable and valid data on variables posited in the literature to be
associated with ethical decision making stages, it was decided to adopt closed question
type in this study instead of open questions. One open question was used in section D and
only for management accountants; this open question required the participant to articulate
their view regarding other ethical issues that might not be mentioned in the questionnaire
(section D) and this would be provided in a short answers. This helps overcome the
restrictive nature of a purely closed question. Another open question was used in the form
of “other (please specify)” in questions A3 and A6 where it was not easy to list all
possible answers. Mangione (1995) recommended to use such questions (open questions)
in situations where questions required short and specific answers, or list of possible
answers is too many. Several types of closed question exist. Saunders et al. (2007)
suggested five types of closed questions: 1) list question, which offer the participants a
list of answers to choose from; 2) category question, which is designed in a way where
each participant’s answer appropriates to only one category; 3) ranking questions, which
ask participants to place things in rank order; 4) rating questions, which are usually used
to obtain participants’ opinions (Likert-scale); and 5) quantity questions, in which the
participants are required to provide a number, giving the amount of features on behaviour

or attribute.
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In this study, three types of closed questions were used to achieve its aims. Firstly, the
main question type adopted was the rating question in the form of Likert-scale, which has
been widely used in business ethics studies, since it is easy and quick to answer, does not
need much space, and enables a variety of statistical techniques (Easterby-Smith et al.,
2002; Oppenheim, 2003; Sekaran, 2003). Elmore and Beggs (1975) indicated that a five-
point scale is just as good as, and that an increase from five to seven or nine points on a
rating scale does not improve the reliability of the ratings (cited in: Sekaran, 2003, p.
199). Thus, a five point Likert scale was used in measuring some of the study’s variables
specifically questions within sections B, C, and D, and also question A10; for these
questions, participants were asked to tick or circle one of five choices on a sliding scale
of agreement [from (1) ‘strongly disagree’ to (5) ‘strongly agree’], scale of frequency
[from (1) ‘never’ to (5) ‘very frequently], and scale of importance [from (1) ‘not at all
important’ to (5) ‘very important’]; secondly, the category question type was used in
questions Al, A2, A3, A4, AS, A6, A7 and A8-1; and finally, a list question was used in
question AS8-3.

3.6.3 Questionnaire Translation

The questionnaire of this study was initially constructed and produced in English. Since
Arabic is the official language in Libya and all participants are Arabic native speakers, it
was decided to translate the questionnaire into Arabic in order to be clear and easy for
participants to answer. Considerable attention was given to eliminate any problems and
difficulties that may occur during the process of developing the Arabic draft of the
questionnaire used in this study. The process of translating the questionnaire of the study
was done as follows. Firstly, after discussing the final English draft of the questionnaire
with the supervision team, the questionnaire was then translated by the researcher into
Arabic (the researcher is a native Arabic speaker). In the second stage, the two versions
(English and Arabic) were sent to three Arabic academics. Two of them are lecturers at
the University of Omer El-Moktahar. The first holds a PhD in English with experience of

more than 20 years teaching different types of English courses; the second is a PhD in
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psychology who is fluent in English with an experience of more than 25 years teaching
different courses of psychology; the third is an English language teacher at high school
with experience of more than 20 years of teaching English language courses and work as
a part time translator. After receiving the questionnaire from the translators, all their
comments and suggestions were examined and discussed when necessary with them by
phone to clarify any possible modification and amendments. Accordingly, a final draft of
the questionnaire was produced after several modifications were made. The final Arabic
questionnaire was sent to my older brother who is an Arabic teacher with more than 20
years of experience in teaching Arabic courses at high schools and this was for the
purpose to check out the Arabic language grammar and wording to ensure that the final
draft of the Arabic questionnaire is clear. Accordingly, the final draft of the Arabic

questionnaire was produced (see Appendix B).
3.6.4 Questionnaire Piloting

Pre-testing the instrument is one of the methods that is commonly used to help increase
reliability and validity of measures and ensure that the question wording is clear and
understood by the participants of the study. Also pre-testing the questionnaire facilitates
in eliminating any problems related to the length, sequencing of the questions and
ambiguous items (Easterby-Smith et al., 2002). Oppenheim (2003) suggested that the
questionnaire has to be constructed, tried out, improved and then tried out again,
generally several times in order to ensure that it can do the job for which is produced.
Although some (Randall & Gibson, 1990) argue that the pilot study should be undertaken
on the population from which the sample is drawn, others (Collis & Hussey, 2009;
Oppenheim, 2003; Saunders et al., 2007) suggest that it may involve friends, colleagues,
similar group to the study sample, and people of different opinions to obtain different
views and ideas. In this study, two samples were targeted to be surveyed, Libyan
management accountants and accounting students. In this questionnaire, accounting
students were not required to provide any information related to organizational variables

due to that they are only full time students and have no work experience. Thus, the full
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draft of the Arabic questionnaire was sent by email to thirteen Libyan friends doing a
PhD in different subjects at four universities in the UK (University of Huddersfield,
University of Gloucestershire, Liverpool John Moores University, and Swansea
University); two of them are students in the subject of psychology and the remaining in
business subjects (mostly accounting). Valuable comments and several suggestions
regarding wording, presentation and format were obtained. Moreover, they confirmed

that the scenarios are easy to read and the issues included are easily understandable.

In addition, the full draft of the English questionnaire was sent to one of the academics of
the University of Huddersfield who holds a PhD in management accounting and has
several years in supervising PhD accounting students. The feedback was very significant
as it resulted in reordering some sections in the questionnaire and rewording some of the
covering letter’s sentences. Additionally, part of the Arabic questionnaire (including the
four scenarios) was sent to a friend, who is a lecturer at the University of Omer El-
Moktahar and teaching management accounting course, to hand out the questionnaire to
fifteen accounting students. The lecturer was asked to explain the purpose of the study
and to note the time taken to complete the questionnaires, to ensure that the questionnaire
was not too long. All the fifteen questionnaires were completed and sent back to the
researcher. Discussion took place with the lecturer regarding any problems or issues
related to the questionnaire and the included scenarios. Very useful feedback was gained
indicating that the questionnaire was clear and easy to complete as well as the scenarios
were understandable to the participated accounting students. After taking all the
comments, suggestions, and the ideas, amendments were made, resulting in a final draft

of the Arabic questionnaire (see Appendix B).

3.7 Contents, Measures, and the Sources of the Questionnaire

The final draft of the questionnaire (see Appendix A) consists of four sections. Parts A
and B were designed to obtain information regarding factors that may affect ethical
decision making stages. Part C was developed to gain information about the three stages

of ethical decision making and moral intensity dimensions. Part D was designed to obtain
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information regarding the ethical issues that face management accountants at their
workplace. In the next sections, the content of the questionnaire and the issue of

measuring the study’s variables are analysed and discussed.

Part A: Individual and Organizational Variables

This part was designed to collect information about the participants regarding individual
variables and organizational variables. Questions Al, A2, A3, and A4 were devoted to
collecting demographic information about the participants; accounting students were
required to provide only their age and gender. They were presented in categorical items.
Slight differences were made between the two samples for designing the question of their
age due to that most of the accounting students are aged less than thirty years and

management accountants are older than this age.

In questions AS, A6 and A7, management accountants were asked to provide information
about the type of companies they work for, their company’s size, and the type of their
company’s ownership. All three questions were in the format of categorical items and one
single item was constructed for each. Company size was categorized in three levels —
small companies, medium companies, and large companies. The number of employees,
which was adopted in this study, has been commonly used to measure organizational size
(Kimberly, 1976; Paolillo & Vitell, 2002; Schminke, 2001). Seven types of industry were
classified in the questionnaire according to the Libyan Central of Industrial Information
and Documentation; they are food, textiles and furniture, engineering, metal and electric,
oil and gas, chemicals, and cement and building materials. Due to the few cases that were

found in some types, they were collapsed to form five types.

Question A8 was design to obtain information related to the existence of code of ethics

within Libyan companies in terms of management accountants’ standpoint. The type of

yes and no question was used to measure the existence of code of ethics in Libyan

companies. Several empirical ethics studies (e.g., Adams et al., 2001; Pflugrath et al.,

2007; Rottig & Heischmidt, 2007; Stohs & Brannick, 1999) adopted a similar measure,
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the participants were asked to report whether their organizations have a code of ethics.
Question A8-3 was designed to ensure whether Libyan companies addressed the common
ethical issues in their code of ethics. Several issues that should be included in any type of
code of ethics were presented in the questionnaire; they were adopted from previous
ethics research (Carasco & Singh, 2003; Coppage & Sriram, 1992; Farrell, 2000; Green
& Weber, 1997; O’Dwyer & Madden, 2006; Schwartz, 2005; Singh, 2006; Singh et al.,
2005; Weaver, 1993; Wood, 2000).

The last question in this section was constructed for the purpose of examining the ethical
climate in Libyan companies. In this question, management accountants were asked to
indicate the extent to which they agree or disagree with the sixteen statements regarding
their companies. A scale of agreement based on a 6-point rating [from (5) ‘completely
true’ to (0) ‘completely false’] was used to complete this question. The Ethical Climate
Questionnaire (ECQ) developed by Victor and Cullen (1993; 1987; 1988) has been the
instrument most used in business ethics literature to assess employee perceptions of
climate in their organizations. Since it has been adopted and validated in a number of
prior studies, a pre-test of this measure was not required (e.g., Agarwal & Malloy, 1999;
Cullen & Victor, 1993; Deconinck, 2004; DeConinck & Lewis, 1997; Fritzsche, 2000;
Malloy & Agarwal, 2001; Shafer, 2007, 2009; Wimbush, Shepard, & Markham, 1997a;
Wimbush et al., 1997b). Originally, the ECQ consists of thirty six items to investigate
nine types of ethical climate (four items each) that are theoretically hypothesized to be
found within any organization. Four of these nine types were adopted in this study to
measure the ethical climate of Libyan companies; these four are organization interest,
social responsibility, personal morality, and law and professional code. In their meta-
analysis of ethical climate studies, Martin and Cullen (2006) concluded that in most
organizations studied, not all distinct climate types exist. Company interest, personal
morality, and laws and professional codes were among those which have been commonly
found in organizations (Shafer, 2007). Trevifio et al. (1998) argue that empirical studies’
evidence show that a reduced number of ethical climate dimensions could be used to

explain some characteristics of the ethical context within organizations. Several studies
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investigated only some types of ethical climate (e.g., Elci & Alpkan, 2009; Shafer, 2007,
2009; Vardi, 2001). Therefore, four types with their sixteen items were adopted from the
ECQ to measure the ethical climate of Libyan companies (see Appendix A). The
Cronbach’s alpha result of these items will be provided later on this chapter (see section

3.8)
Part B: Personal Moral Philosophy

This part was design to collect information about the personal moral philosophy of all
participants (Libyan management accountants and accounting students). The well-
established Ethics Position Questionnaire (EPQ) constructed by Forsyth (1980) was
adopted in this study to measure Libyan management accountants’ and accounting
students’ personal moral philosophy (idealism and relativism). Research using the EPQ
help explains a variety of individuals’ ethical decisions made in organizations
(Greenfield, Norman, & Wier, 2008). This instrument has been successfully used and
validated by numerous ethics studies (e.g., Chan & Leung, 2006; Davis et al., 2001;
Dubinsky et al., 2004; Marques & Azevedo-Pereira, 2008; Marta, Singhapakdi et al.,
2008; Shafer, 2007; Singh et al., 2007; Singhapakdi & Vitell, 1993; Vitell & Patwardhan,
2008). The EPQ consists of two scales, each containing 10 items. The first is designed to
measure idealism and the second to measure relativism. The twenty items (see Appendix
A) were provided with a scale of agreement based on a 5-point rating [from (1) ‘strongly
disagree’ to (5) ‘strongly agree’] to measure personal moral philosophy (e.g., Al-Khatib
et al., 1997; Cui et al., 2005; Swaidan et al., 2004). The Cronbach’s alpha result of this

instrument will be provided later on this chapter (see section 3.8).
Part C: Ethical Decision Making Stages and Moral Intensity Dimensions

This part was divided into four sections. Each has one specific scenario with six items to
measure the three ethical decision making stages and moral intensity dimensions.
Scenarios have been commonly used as part of research instruments in business ethics

studies (Singhapakdi & Vitell, 1993). Using multiple-scenarios has been considered as an
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ideal way to test ethical decision making process (Morris & McDonald, 1995; Vitell &
Hunt, 1990; Weber, 1992). The selected accounting scenarios, which were originally
developed by Flory et al. (1992), have been used in prior accounting ethics research (e.g.,
Leitsch, 2004, 2006; Sweeney & Costello, 2009). Each includes an accounting ethical
issue and judged to be representative of issues found in the workplace (Sweeney &
Costello, 2009); they include ethical issues about approving a questionable expense
report (Scenario 1), manipulating company books (Scenario 2), bypassing company
policy (Scenario 3), and extending questionable credit (Scenario 4).These scenarios were
discussed in detail earlier (see section 3.5.2) and the full text of them is on the final pages
of the questionnaire in Appendix A. In order to assess participants’ ethical decision
making stages, they were asked to evaluate the hypothetical action taken by the decision
maker regarding the ethical issues included in each scenario. Single item with different
number of points of scale (e.g., 9 point, 7 points, and 5 point) has been widely and
successfully used to measure ethical decision making stages (Singh et al., 2007;
Singhapakdi et al., 1999). Table 3.1 below shows that several business ethics studies used
single items with different number of points scale to measure the three stages of ethical
decision making. Consistent with these studies, three items with a scale of agreement
based on a 5-point rating [from (1) ‘strongly disagree’ to (5) ‘strongly agree’] was used to

measure the three stages of ethical decision making, single for each stage.

For ethical recognition, the management accountants’ and accounting students’ ethical
recognition was measured directly by asking them to respond to whether the situation in
each scenario involves an ethical issue. They were asked to indicate their degree of
agreement or disagreement regarding the statement, “the situation above involves an
ethical problem” (Singhapakdi et al., 1996). With respect to ethical judgment, the
management accountants’ and accounting students’ ethical judgment was measured
directly by asking them to respond to their level of agreement with the action statement in
each scenario. They were asked to indicate their degree of agreement or disagreement
regarding the statement, “(The decision maker) should not do the proposed action” (May

& Pauli, 2002). For ethical intention, the management accountants’ and accounting
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students’ ethical intention was measured by asking them to indicate their degree of

agreement or disagreement regarding the statement, “If I were (The decision maker), I

would make the same decision” (reversed-coded) (Singhapakdi et al., 1996).

Table 3.1 Scales Used in Previous Ethics Business Studies

Authors & Year

Scale Used *

EDM Stages **

Finegan (1994) Not at all immoral to very immoral (7 points) J
Kohut & Corriher (1994) Never acceptable to always unacceptable (5 points) J
Cohen et al.(1996) Ethical 1 2 3 4 5 6 7 unethical (7 points) R
Singhapakdi et al (1996) Strongly agree to strongly disagree (9 points) R
Boyle et al. (1998) Ethical 1 2 3 4 5 6 7 unethical (7 points) J
Singhapakdi (1999) Strongly agree to strongly disagree (9 points) R
Weeks et al. (1999) Never acceptable to always acceptable (5 points) J
Frey (Frey, 2000) Ethically correct to ethically incorrect (9 points) J&R
Larkin (2000) Strongly agree to strongly disagree (7 points) J
Lunsford (2000) Absolutely ethical to absolutely unethical (7 points) J
Douglas et al. (2001) Strongly agree to strongly disagree (5 points) J
Kaplan (2001) Very ethical to very unethical (9 points) J
Rogers & Smith (2001) Very ethical to very unethical (6 points) J
May & Pauli (2002) Strongly agree to strongly disagree (7 points) J&R
Cruz (2003) Totally acceptable to totally unacceptable (5 points) J
Barnett & Valentine (2004) Completely agree to completely disagree (7 points) R, J, &1
Leitsch (2004) Strongly agree to strongly disagree (7 points) R
Leonard et al. (2004) Acceptable to unacceptable (5 points) J
El-Astal (2005) Very ethical 1 2 3 4 very unethical (4 points) J
Pope (2005) Strongly agree to strongly disagree (7 points) J
Simga-Mugan et al. (2005) Definitely ethical to definitely unethical (7 points) R
Chia-Mei & Chin (2006) Highly likely to highly unlikely (7 points) I
Leitsch (2006) Strongly agree to strongly disagree (7 points) R
B Q00| e o |
Guffey et al. (2007) Ethical 1 2 3 4 5 67 unethical (7 points) J
Haines & Leonard (2007a) Acceptable to unacceptable (5 points) J &I
Haines & Leonard (2007b) Acceptable to unacceptable (5 points) J &I
O’Leary & Pangemanan (2007) Unethical natural ethical (3 points) J
O'Leary & Stewar (2007) Extremely ethical to extremely unethical (9 points) J
Shafer (2007) Ethical to unethical (7 points) J
Singh et al. (2007) Strongly agree to strongly disagree (5 points) J &I
Sweeney & Costello (2009) Strongly agree to strongly disagree (5 points) J&R

*These studies used only one item to measure the ethical decision making stages.
** R: Ethical recognition; J: Ethical judgment; I: Ethical intention
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With regard to moral intensity dimensions, empirical research has been relatively limited
due to the difficulties in measuring moral intensity dimensions (Barnett & Valentine,
2004). There has been a concern expressed by researchers about the issue of lack of
consistency in measurement instruments (Bernard & Sweeney, 2010). Three items with a
scale of agreement based on a 5-point rating [from (1) ‘strongly disagree’ to (5) ‘strongly
agree’] was used to measure moral intensity dimensions (magnitude of consequence,
social consensus, and temporal immediacy). The three single items were based on Jones’s
(1991) work and adopted from prior business ethics research (May & Pauli, 2002;
McMahon & Harvey, 2006; Singhapakdi et al., 1996). Although researchers have argued
that measures should be improved as the research increases in an area, a single item to
measure each dimension may appropriate for exploratory research (e.g., Carlson et al.,
2002). Magnitude of consequence was assessed by “The overall harm (if any) as a result
of the action would be very small” (reversed-coded). Social consensus was measured by
“Most people would agree that the action is wrong”. Temporal immediacy was measured

by “the decision maker’ action will not cause any harm in the immediate future” (reversed-

coded).

Several previous accounting ethics studies used these items to measure both ethical
decision making stages and moral intensity dimensions (e.g., Leitsch, 2004, 2006;

Sweeney & Costello, 2009).
Part D: Ethical Issues in Management Accounting

This part was design to investigate what types of ethical issue face Libyan management
accountant at their workplace. Based on the study of Fisher & Lovell (2000) and
management accounting code of ethics research (e.g., Barlas, Curatola, Randall, &
Williams, 1999; Coppage, 1992; Coppage & Sriram, 1992; Douglas & Otto, 2002;
McGregor, Killough, & Brown, 1989; Weaver, 1993), eighteen ethical issues were
developed to explore what types of ethical issue may face Libyan management

accountants at their workplace. Libyan management accountants were asked to provide
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their point of view towards these issues; they are fully provided in the final page of the

questionnaire (see Appendix A).

The two questions provided in this part were designed to examine whether these ethical
issues or problems are ethically important and how frequently they occur within Libyan
companies in terms of management accountants’ standpoint. A scale of frequency based
on a 5-point rating [from (1) ‘never’ to (5) ‘very frequently’], and scale of importance
based on a 5-point rating [from (1) ‘not at all important’ to (5) ‘very important’] were

design to complete this questions.
3.8 Reliability and Validity

Evaluating and examining the instrument used for collected data is an important part of
any research to ensure that the measures which had been used were reasonably
appropriate. The most prominent criteria for the evaluation of business research are
validity and reliability. These measurements are the basic criteria for assessing the
accuracy of quantitative research. Reliability is essentially concerned with the issues of
consistency of measures, while validity is concerned with whether or not a measure of a
concept actually measures that concept (Bryman & Bell, 2007). Accordingly, the
measurement should be consistent across time and across the items used, that is, if a
measurement is repeated on the same object, we should obtain similar results (Sekaran,

2003).
3.8.1 Reliability

The reliability of a measure refers to the extent to which it is without bias and therefore
ensuring a consistent measurement over time and across the several items in the
instrument (Sekaran, 2003). Reliability provides an indication of the stability and the
consistency of the instrument. Stability is concerned with whether or not a measure is
stable over time, that is, if an instrument is given to the same individual at two different

occasions, it is not certain whether it will yield similar results (Bryman & Bell, 2007).
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Consistency, or internal reliability, indicates whether or not the indicators that make up
the scale or index are consistent- in other words, whether or not respondents’ scores on
any one indicator tend to be related to their scores on the other indicators (Bryman &
Bell, 2007).Test-retest; internal consistency and parallel form reliability are different
forms of measuring reliability. However, the most widely used form of reliability is
internal consistency, assessed by Cronbach’s coefficient alpha (Easterby-Smith et al.,
2002). In this study, Cronbach’s coefficient alpha was calculated to determine the overall

reliability of the multiple items used in this study.

The only multiple item measures in the study were personal moral philosophy dimensions
(idealism and relativism) and ethical climate types (law and code, company interest,
social responsibility, and personal morality). For both to be classified as reliable, it is
generally recommended that a Cronbach’s coefficient alpha of 0.7 or greater should be
obtained (Pallant, 2001). However, Nunnally (1978) suggested that a coefficient alpha of
between 0.5 and 0.6 is an acceptable level of reliability. From Table 3.2, it can be seen
that moral philosophy for both samples ranged from .61 to .79. Although the levels of
reliability of idealism and relativism of management accountants were higher than those
of accounting students, both levels are judged adequate for this exploratory research
(Peter, 1979). Prior business ethics research obtained similar level of reliability for both
idealism and relativism (Al-Khatib et al., 1997; Ruhi Yaman & Gurel, 2006; Swaidan,
Rawwas, & Vitell, 2008; Swaidan et al., 2004). With respect to ethical climate, all types
had a Cronbach’s coefficient alpha ranging from .65 to .87, which is within the ranges
obtained by the inventors, Victor and Cullen (1987), where the Cronbach’s coefficient
alpha ranged from .6 to .8 . Also, it can be seen that the overall level of reliability of
ethical climate is .87. Several previous business ethics studies obtained similar levels of
reliability for the four types of ethical climate investigated in this study (Agarwal &
Malloy, 1999; Shafer, 2007, 2009; Upchurch, 1998; VanSandt et al., 2006; Vardi, 2001;
Venezia & Callano, 2008).
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Table 3.2 Cronbach’s Coefficient Results

s Management Accountants Accounting Students

Question No. Items | Alpha Question No. Items | Alpha
Moral idealism Section B 1-10 10 .74 | Section B 1-10 10 .66
Moral relativism Section B 11-20 10 .79 | Section B 11-20 10 .61
Law and code A9 (1-4) 4 .79 - - -
Company interest A9 (5-8) 4 72 - - -
Social responsibility A9 (9-12) 4 74 - - -
Personal morality A9 (13-16) 4 .65 - - -
Overall of ethical climate A9 (1-16) 16 .87 - - -
3.8.2 Validity

Validity is considered as one of the most crucial criteria of research (Bryman & Bell,
2007). It refers to the extent to which a test measures what we actually want to measure.
Four types of instrument validity have been frequently discussed in research literature.
The first is content validity (or face validity) which seeks to ensure that the measure
includes adequate and representative items that represent the concept (Sekaran, 2003). It
measures the extent to which the measurement scale reflects what is intended to be
measured. According to Emory and Cooper (1991), content validity can be achieved by a
careful definition of the research topic and the items included in the measurement scale.
They further suggest that using a group of individuals or experts can help in judging how
well the instrument meets the standard. Moreover, Bryman and Bell (2007) suggest that
content validity might be established by asking other people whether or not the measure
is apparently getting at the concept that is under consideration. It has been argued that
there is a disagreement among social science researchers regarding the content of many
concepts, and it is apparently difficult to develop measures that have agreed validity (De

Vaus, 2002).

The second type of instrument validity of a measure is construct validity. According to
this type of validity, the researchers are encouraged to deduce hypotheses from a theory
that is relevant to the concept (Bryman & Bell, 2007). It is considered to be the most
difficult type of validity to be understood, evaluated, and reported. Generally, construct

validity is evaluated by tracking the performance of the instrument scale over years in
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varied places and populations (Litwin, 1995; Oppenheim, 2003). To ensure construct
validity, it has been recommended to use established constructs or measurement scales

and take into account the opinion of experts (De Vaus, 2002).

Concurrent validity is the third type of instrument validity. According to Oppenheim
(2003), concurrent validity refers to the extent to which the measurement scale relates to
other well-validated measures of the same subject. It can be assessed in terms of the
extent to which results obtained from this scale are consistent with the results of other
scales that are developed to measure similar objects (Litwin, 1995; Oppenheim, 2003).
Predictive validity (the forth type) is a related type of validity which refers to the ability
of an instrument scale to predict future performance, events, behaviour, and attitude

(Litwin, 1995; Oppenheim, 2003).

Several efforts were made to ensure questionnaire validity. Firstly, an extensive literature
review was conducted to define the topic and the purpose of the study. Secondly, several,
questions, items and scales applied to different populations and within different settings
such as ECQ and EPQ were adopted by this study, thus establishing construct validity
(see discussion in section 3.7). According to Sekaran (2003), the development of a valid
survey instrument involves drawing upon valid literature, to ensure that any survey
questions collected from the literature are based on validated survey instruments. Thirdly,
the questionnaire was also passed to friends, several doctoral students and expert, and a

pilot study was conducted (see section 3.6.4).

3.9 Questionnaire Administration

Researchers have suggested several recommendations to maximise questionnaire
response rate (De Vaus, 2001; Oppenheim, 2003). These recommendations include, for
example, pre-testing the questionnaire, ensuring the confidentiality of the information
provided by participants, the design and the appearance of the questionnaire, and the
features of the covering letter (see section 3.6). For accounting students, after the final

version of the questionnaire was formed, contacts were made with friends at the four
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Libyan universities (Omer El-Moktahr University, Garyounis University, Almargab
University, and Mosrata University) to arrange the distribution of the questionnaires to
Libyan accounting students. As mentioned early, the four friends are lecturers and
members of accountancy departments at their universities and had agreed to distribute the
questionnaires to their students. Once the arrangements were made, the survey packages
were delivered to each of them. The lecturers were asked to explain several issues to their
students prior to delivering the packages. These issues are related to the questionnaire
structure, which included explaining the aim of the study, ensuring anonymity, stating
participation is completely voluntary, and no personal information was required apart
from participants’ age and gender. Lecturers were asked to deliver the questionnaires
during the class and to ask their students to return the completed questionnaires the
following day. In April 2009, one month before accounting students’ exams, the
questionnaires were distributed. Each student was given a package, which included a
covering letter, the questionnaire, supporting letters, and an envelope. A total of 168
questionnaires were distributed to Libyan accounting students, which resulted in
receiving 152 usable questionnaires providing a response rate of 90.50% (see Table 3.3).
Several accounting students’ ethical decision making studies obtained very similar
response rate (e.g., Elm, Kennedy, & Lawton, 2001; Fleming et al., 2010; Leitsch, 2004,
2006). Typically, the response rate of student samples is very high, which may due to

administrating the questionnaires in classes.

With regard to the Libyan management accountants, a total of 71 Libyan manufacturing
companies were visited during the period June-August 2009. In these companies, the
financial/ management accounting managers were contacted and had agreed to deliver the
packages of the questionnaires. The number of packages then delivered to the companies
was based primarily on the list the financial or management accounting managers
provided. Reasons for using those mangers within Libyan companies to distribute the
questionnaires include: first, there were no contact details available for Libyan
management accountants, whether on the companies’ websites or any other kind of

professional body; second, the number of Libyan management accountants was not
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available to the researcher at the time of distributing of the questionnaires; third
anonymity could be increased by using this method which might result in encouraging
participants to complete the questionnaire. Once the number of management accountants
in each company was determined, the packages were delivered to the financial
manager/management accounting manager. Similar to the accounting students, each
package consisted of a covering letter, the questionnaire, supporting letters, and an
envelope. The managers were asked to ensure that participation was completely
voluntary, anonymity was assured, and the management accountants should read
carefully the covering letter and all the instructions related to each question before
completing the questionnaire. Moreover, management accountants were required to
complete the questionnaire, seal it in the envelope, and submit it to the financial
manager/management accounting manager within one week. A total of 229 usable
responses were received, providing a response rate of approximately 58.40% (see Table
3.3). It can be mentioned here that the majority of the returned questionnaires were
received in two weeks; only 26 usable questionnaires were received after three weeks and
they were considered as late responses. Randall and Gibson (1990) found that the
response rate ranged commonly from 21% to 50% in business ethics literature. Bampton
(2004) also found similar results in accounting ethics research. Also the literature
suggests that a response rate between 60% and 70% is considered to be acceptable
(Mangione cited in: Bryman & Bell, 2007, p. 244). Thus, the response rate of this study

was felt to be more than satisfactory.

Table 3.3 Survey Response Rate

Management accountants Accounting students
No 9o No %
Total distributed 392 100 168 100
No response (148) (37.75) (11) (6.55)
Total received 244 62.25 157 93.45
Unusable/partially completed (15) (3.85) 5) (2.95)
Usable 229 58.40 152 90.50
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3.9.1 Non-Response Bias and Social Desirability

It is crucial for any piece of social research to consider the non-response and social
desirability bias effect due to the issue of generalizing the study results. Kervin (1992)
defines Non-responses as biased “when cases with certain characteristics are more likely
to be refusals or non-contacts”. Also non-responses can occur as a result of not obtaining
usable responses from some sample members. There are several methods of overcoming
this issue. The most common methods include first, comparing non-respondents with
respondents by using an interview (Zaid, 1997) to investigate the reasons for non-
respondents, and second comparing late responses to early responses for differences
because late respondents are assumed to serve as a proxy for non-respondents in survey
research (Armstrong & Overton, 1977; Nwachukwu & Vitell, 1997; Read & Rama,
2003). Regarding the first method, there was no possible way to know who the non-

respondents were because of the anonymity provided to participants.

Since the issue of non-response could significantly impact the results of the study, it was
seriously considered. Independent samples t-test and Chi-square were employed to assess
the non-response bias issue. Only the non-response of management accountants was
assessed because 37.75% did not return the questionnaire, whereas only 6.55% of
accounting students did not respond. Dependent variables (ethical recognition, ethical
judgment, and ethical intention in scenarios 2 and 4) and several independent variables
investigated in this study (age, educational level, work experience, size of organization,
moral philosophy dimensions, and ethical climate types) were examined. Twenty six
questionnaires were received late after contacts were made to the financial/management
accounting mangers regarding those who had not replied. The results of Independent
Sample t-test and Chi-square shown in Tables 3.4 and 3.5 revealed no statistical
differences between the mean scores of the normal respondents and late respondents and
also between any of the categorical variables and the type of response at a 0.05 level of

significance.
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Table 3.4 Response and Non-Response: t-test Results

. Response Non-Response

Variables M (S.D) M (S.D) df t
Ethical recognition
Scenario 2 4.2 (.92) 4.3 (.90) 227 -.55
Scenario 4 34(1.2) 3.8(1.3) 226 -1.55
Ethical judgment
Scenario 2 4.2 (.96) 4.3 (88) 227 -.73
Scenario 4 3.6 (1.0) 3.8(1.3) 226 =77
Ethical intention
Scenario 2 2.3(1.3) 2.3(1.2) 227 -.07
Scenario 4 2.7(1.2) 2.6 (1.1) 226 12
Moral philosophy dimensions
Moral idealism 4.3 (.5) 4.2 (4) 226 .33
Moral relativism 3.1 (.8) 29 (7) 226 1.31
Ethical climate types
Law and professional code 3.7(.8) 399 221 -.95
Company interest 33 (9 3.2 (1.0) 221 27
Social responsibility 3.5(8) 3509 221 -.05
Personal morality 3.0(9) 3.1(9) 221 -32

*p < .05

Table 3.5 Response and Non-Response: Chi-Square Test of Relatedness / Independent

Variables Pearson Chi-Square df Sigl.&(;}-,:gil;e d)
Age 1.643 3 0.65
Experience 972 3 0.80
Educational level 1.597 3 0.66
Organizational size 5.704 2 0.06

*p < 0.05

The social desirability effect refers to evidence that some participants’ answers to

questions are related to their perception of the social desirability of those answers

(Bryman & Bell, 2007). Social desirability bias has been demonstrated in studies of

ethical behaviour and managerial decision making (Beams, Brown, & Killough, 2003;

Davis et al., 2001; Fernandes & Randall, 1992; Weaver et al., 1999; Zerbe & Paulhus,

1987).

Several researchers have indicated that this issue should be considered due to the possible

impact may have on individuals’ ethical decision making process (e.g., Fernandes &

Randall, 1992; Randall & Gibson, 1990; Watley & May, 2004; Weber, 1992). They also
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have argued that this issue may have negative impact on the validity of the study results

because of the sensitivity of ethics research.

Several common methods, including the Crowne-Marlowe Social Desirability Scale
(Crowne & Marlowe, 1964) and the Balanced Inventory of Desirable Responding (BIDR)
(Paulhus, 1984; Zerbe & Paulhus, 1987), have been recommended in business ethics
research to measure social desirability bias (Flannery & May, 2000; Manley, Benavidez,
& Dunn, 2007). Since there was no space in the questionnaire to include more questions
and items to measure this issue, it was decided to adopt another technique to limit it.
Several efforts were made to reduce or overcome the potential for social desirability
response bias. First, actors were used in the scenarios (i.e. writing the scenarios in the
third person), rather than having the participant takes the part of the decision maker
(McMahon & Harvey, 2006; Ng et al., 2009; Ponemon & Gabhart, 1990; Simga-Mugan
et al., 2005); second, in the covering letter attached to the questionnaire the anonymity
and confidentiality were assured and maintained to all participants (Fritzsche, 2000;
Nederhof, 1985; Ng et al., 2009; Sweeney & Costello, 2009; Watley & May, 2004); third,
a self-administered questionnaire was used (Flannery & May, 2000; Nederhof, 1985;
Sweeney & Costello, 2009; Watley & May, 2004); and finally, the questionnaire was
submitted to Libyan management accountants through the financial manager in each

company and to accounting students by the lecturer in each university.
3.10 Data Analysis

Once the data was collected, it was reviewed and prepared for entering into SPSS.
Consistent with several previous ethics studies on ethical decision making process (Table
2.8), parametric tests were used to analyse the data. All the assumptions required for
parametric tests used in this study were met (see discussion in section 4.4.1 and 4.4.2).
The following statistical techniques were used in analysing the data and achieving the
research aims. Firstly, frequencies were used for some of the study demographic data

including age, gender, educational level, work experience, organizational size, and type
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of industry (see Table 4.1). Secondly, descriptive statistics, mainly means, were used to

analyse research aim 1.

Thirdly, two types of independent variable were investigated in this study; categorical
variables (e.g. age, gender, and industry type) and continuous variables (personal moral
philosophy and moral intensity dimensions). Therefore, appropriate testes were used to
test the hypotheses related to these variables. One-way between-groups Analyses of
Variance (ANOVA) and Independent Samples t-test were used to test the impact of the
categorical variables on ethical decision making stages; these variables include age,
gender, educational level, work experience, industry type, organizational size, and code
of ethics. Hierarchical Linear Multiple Regression was used to test the continuous
variables; these variables include personal moral philosophy dimensions, ethical climate
types, and moral intensity dimensions. Aims two, three, and four were achieved by using

these tests.

Finally, additional tests were employed to investigate several issues, including
differences between non-respondents and respondents (Chi-square and Independent
Samples t-test), the reliability of some of the study variables such as personal moral
philosophy dimensions and ethical climate types (Cronbach alpha test), and some of the

assumptions of the parametric tests used in this study (e.g., Pearson Correlation).
3.11 Summary

This chapter started with describing the philosophical debate of methodology and
outlining the approach adopted in this study. A positivistic approach, cross-sectional, was
adopted in this study to achieve the aims and provide a basis for generalizing its results.
The study population and sample, which included Libyan management accountants and
accounting students, were described. A questionnaire including four scenarios was the
main method to collect data from a relatively large number of management accountants
who work within Libyan companies and accounting students from four Libyan

universities, achieving a satisfactory rate of response from accountants and a high
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response rate from students. Issues related to the reliability and validity of the variables
measurement and testing some of the adopted multidimensional scales was discussed.
The last section identifies in details the statistical techniques employed in the study,
including the one-way Analysis of Variance (ANOVA), Independent Sample t-test and

Hierarchical Linear Multiple Regression to analyse the data collected.

In any research project, several judgments and compromises are always required.
Designing an adequate study that would be feasible in Libya requires making some
judgments, for example, not to make the questionnaire too long and to make it
understandable and culturally appropriate. The next chapter presents the results and tests

the study hypotheses.
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Chapter Four

Research Results and Testing Hypotheses

4.1 Introduction

This chapter provides statistical analyses of the data and reports the results of hypothesis
testing. The results of both management accountants and accounting students are
presented but no comparisons will be made between the two samples in terms of their
ethical decision making stages. The results presented in this chapter relate to the aims of

the study as shown below:

1. To identify what types of ethical issues are faced by management accountants

within Libyan companies;

2. To determine the relationship between individual variables (age, gender,
educational level, work experience, and personal moral philosophy) and the
decision making process of Libyan management accountants and accounting

students;

3. To determine the relationship between organizational variables (codes of ethics,
ethical climate, organizational size, and industry type) and the decision making

process of Libyan management accountants; and

4. To determine the relationship between moral intensity dimensions (magnitude of
consequences, social consensus, and temporal immediacy) and the decision

making of Libyan management accountants and accounting students.

This chapter is organized into five sections as follows: section 4.2 provides basic
demographic characteristics of the study’s participants; Ethical issues facing management
accountants in Libyan company are shown in section 4.3; Section 4.4 provides one-way
between-groups analyses of variance (ANOVA), independent samples t-test and
hierarchical linear multiple regression results related to certain individual, organizational
factors and moral intensity dimensions that might affect ethical decision making stages
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and also presented the related hypotheses. The summary of this chapter will be presented

in section 4.5.

4.2 Basic Demographic Characteristics of Participants

For demographic characteristics of participants, the eight questions in the first section of
the questionnaires were devoted to gathering demographic information about the
participants (management accountants and accounting students) and the companies they

work for (only management accountants)1.

From Table 4.1, it can be seen that the majority of accounting students (87%) are aged 24
years or less. Males constitute 55% of the participants. For management accountants, all
but half of management accountants (45%) are aged more than 40 years; approximately
75% of management accountants are males. Interestingly, from 102 management
accountants who are aged more than 40 years only 9 management accountants are
females; at the age less than 30 years, females are almost the same as their counterparts.
These results may indicate that females have become more interested in studying and

working within the accounting area.

With respect to educational level and work experience of management accountants, Table
4.1 indicates that approximately 58% of management accountant have Bachelor’s and a
minority have a master degree. Also from the same table, it can be seen that large number

of participants (38%) has work experience between 5 and15 years.

Regarding the industry type, Table 4.1 shows that management accountants work in
diversity of manufacturing types. Large numbers of participants (28% and 31%) work for
Food companies and Oil, Gas and Chemicals companies, while a minority of participants

4% work for Textiles and Furniture companies. With regard to company size, it can be

! According to the knowledge of the researcher all accounting students surveyed are full time students and
they have no work experience.
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seen that the largest number (42%) work for small companies and (36%) of the

participants work for large companies.

Table 4.1 Demographic Characteristics of Participants

Accounting Students
24 Years or Less More than 24 Years Total
£ s Lot Freq % Freq % Freq %
Females 64 42% 5 3% 69 45%
Males 68 45% 15 10% 83 55%
Total 132 87% 20 13% 152 100%
Management Accountants
Age & Gender < 30 Years 30 - < 35 Years 35- 40 Years > 40 Years Total
Freq % Freq %o Freq % Freq % Freq P
Females 18 8% 15 6% 13 7% 9 4% 55 25%
Males 21 9% 24 11% 33 14% 93 41% 171 75%
Total 39 17% 39 17% 46 21% 102 45% 226 100%
Educational High School or Higher Dep. Bachelor’s Master’s or more
Level Equivalent
Frequency 37 48 132 10
Percentage 16% 21% 58% 5%
Work Experience <5 Years 5-< 15 Years 15-25 Years >25 Years Total
& Gender Freq % Freq % Freq % Freq % Freq %
Females 26 1% 56 25% 55 25% 31 14% | 168 75%
Males 15 7% 26 12% 12 5% 2 1% 55 25%
Total 41 18% 82 27% 67 30% 33 15% 223 100%
2 Textiles, Engineering, Oil, Gas & Cement & Building
LG sy LT e Furniture Metal & Electric Chemicals Materials
Frequency 64 10 42 70 43
Percentage 28% 4% 18% 31% 19%
Size of 50-499 Employees 500- 999 Employees > 999 Employees
Organization
Frequency 96 50 83
Percentage 42% 22% 36%
Codes of Ethics Participants Who Said Yes Participants Who Said No
Frequency 88 141
Percentage 38% 62%
Ownership State-owned Joint Ven.ture Private Joint Ventu.re J pint Ventute
Company (State & Private) Company (State & Foreign) (Private & Foreign)
Frequency 149 28 27 13 12
Percentage 65% 12% 12% 6% 5%

Finally, more than (62%) of the participant reported that their companies have no code of

ethics. Regarding the type of ownership of the companies the participant work for, almost

? Formal industry classification in Libya according to Central of Industrial Information and Documentation.
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two-thirds of the participants (65%) work in companies that are owned 100% by the state
and only (5%) of the participants are employees within companies that are joint venture

between a private sector and a foreign partner.

4.3 Ethical Issues Facing Management Accountants

In the last section of management accountants’ questionnaire, participants were asked to
provide their perceptions on some common ethical issues that might face them within
Libyan companies in terms of their importance and frequency. This section is related to

the aim one of the study.

Table 4.2 shows that the most important ethical issues for participants are Misuse of
equipment and computer information system, Managers use discrimination and nepotism
when dealing with accountants, Accountants fail to blow the whistle when something
wrong happened to in the company, Disclosing confidential information to people outside
the company and Injustice in distributing the company's resources and budgets between
projects and programmes. These ethical issues have mean scores of 3.90 * or above and

they were ranked in the first five important ethical issues.

Moreover, participants report that they frequently face most of these issues, as most of
them have mean score of 2.36 or above but not more than 2.75. Only the issue of
disclosing confidential information to people outside the company has a mean score of
1.96 and ranked 12. Ethical issues such as Accountants recasting information to justify a
particular budget allocation and Accountants breaking a rule where they think the
advantages to the company are greater than the ethical cost have the lowest mean scores
of all ethical issues, the mean scores are 3.69 and 3.55 with rank of 13 and 14
respectively. Interestingly, ethical issues such as Accountants’ trustworthiness is

suspected by management, Accountant deliberately did an illegal action and was given a

3 In this study, dependent variables were measured using a 5-point scale which has been commonly treated

by scientists as approximately interval (Field, 2009).
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second chance to work for the company and Accountant deliberately did an unethical
action and was given a second chance to work for the company are similarly ranked in

terms of their importance. They all are ranked 12 with a mean score of 3.74.

Table 4.2 Ethical Issues’ Importance and Frequency

Importance Frequenc

Ethical Issues Statements N Mean | Rank | N Mean | Rank

Injustice in distributing the company's resources and

budgets between projects and programmes 2231 3.9 > 216 1 275 2

Unfair distribution of the company's resources and budgets
between individuals and groups within departments, 222 | 3.87 7 213 | 2.94 1
divisions, subsidiaries etc

Manipulating accounting figures (e.g., through costing

method) to achieve budgeted profit 224] 3.88 6 2201 215 8

Adjusting information or bending the rules to avoid being

bullied by customer 217 | 3.79 10 211 1.77 17

Adjusting information or bending the rules to avoid being

bullied by managers 223 | 3.79 10 217 | 1.80 16

Accountants using their skills to exploit or blackmail the

. 220 | 3.75 11 216 | 1.92 13
company for personal gain

The use of power to distort or prevent open debate and

. . . L . 220 | 3.74 12 215 | 2.39 5
discussion regarding company policies and decisions

Accountants breaking a rule where they think the

advantages to the company are greater than the ethical cost 211355 15 213 1.85 14

Disclosing confidential information to people outside the
company

222 | 3.92 4 215 1.96 12

Accountants using insider information for personal gain 220 | 3.85 8 212 | 2.01 10

An accountant is f0¥ced to 1ee.1ve the company because of 222 | 3.84 9 220 | 201 10
having different ethical principles

Accountants recasting information to justify a particular

budget allocation 218 | 3.69 14 | 213 | 222 7

Accountants' trustworthiness is suspected by management | 221 3.74 12 215 1.81 15

Accountant deliberately did an illegal action and was given 217 | 372 13 210 | 2.00 1
a second chance to work for the company

Accountant deliberately did an unethical action and was

given a second chance to work for the company 2151374 12 21211203 i

Accountants fail to blow the whistle when something

wrong happened to in the company 22011 3.93 3 216 | 236 6

Misuse of equipment, computer information system, etc by

218 4.06 1 218 2.58 4
accountants

Managers use discrimination and nepotism when dealing

. 220 4.04 2 214 2.64 3
with accountants

Overall, the importance of all ethical issues is ranged by management accountants within
Libyan companies between a mean score of 3.55 and 4.04, whereas the frequency of all

ethical issues is ranged between 1.77 and 2.94.
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4.4 Hypothesis Testing

As mentioned above, this study aims to investigate the impact of certain individual and
organizational factors and moral intensity dimensions on the ethical decision making
process. Thus, several hypotheses were formulated to achieve this aim. Hypotheses 1, 2,
3, 4, and 8 were directed toward the second research aim. Hypotheses 5, 6, 7 and 9 were
directed toward the third research aim. Hypothesis 10 was directed toward the fourth
research aim. The following sections present the results of one-way between-groups
analyses of variance (ANOVA) and independent samples t-test, and hierarchical linear

multiple regression tests to examine these hypotheses.

4.4.1 Analysis of Variance and Independent Samples T-Test of Categorical Variables

In Chapter Three, section 3.10, it was mentioned that one-way between-groups analyses
of variance (ANOVA) and independent samples t-test were used in this study to examine
the impact of certain individual factors (age, gender, educational level, and work
experience) and organizational factors (organizational size, type of industry, and codes of
ethics) on ethical decision making stages. These tests were applied to these variables
because they involve independent categories. Also used for the Post-hoc multiple
comparison was Tukey’s Honestly Significant Difference (HSD) Test to identify
differences between management accountants as a function of their age, educational

level, work experience, organizational size, and industry type.

Additionally, checking the assumptions of ANOVA and t-test has been recommended by
many authors (e.g., Field, 2009; Tabachnick & Fidell, 2007). Normality, homogeneity of
variance, and independence are the most common assumptions that should be addressed
for both tests. No reason to suppose that data variables were not independent. The
assumptions of normality, homogeneity of variance were checked using different types of
methods such as statistically by applying Shapiro-Wilk (S-W) for normality, and
Levene’s tests for equality of variance and graphically by using histograms and normal
probability plot (P-P). Although there were occasionally violations to these assumptions

for example, in approximately 5% of cases Levene’s test was significant, the tests are still
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considered valid, as first ANOVA and t-test are reasonably robust tests, and second
generally cases in each cell were reasonably large (i.e., greater than 30) which will reduce
the detrimental effect of the violation of the normality assumption (Field, 2009;

Tabachnick & Fidell, 2007).

Another issue that should be mentioned here is related to Type I errors. A large number
of t-tests and ANOV As were used to examine three dependent variables in four scenarios,
and to look at all of the differences between groups for seven independent variables.
Because of the multiple testing here, Type I errors are made more likely and therefore
any results which are not consistently and strongly found should be treated with some
caution (Field, 2009). Box plots were screened to check whether there were any outlying
values in the data; there were only few cases looked distanced, but when they were

removed no different results were obtained. Thus, it was decided to not remove them.
4.4.1.1 Age Differences in EDM Stages

The first set of hypotheses was related to how age affected each stage of the ethical
decision making process. Table 4.3 below provides the descriptive analysis and the
statistical results of one-way independent samples ANOVA (Libyan management
accountants) and independent samples t-test (Libyan accounting students) in four

scenarios.
4.4.1.1.1 Age and Ethical Recognition

Hla: Mean Ethical Recognition Scores Will Significantly Increase as Age Increases

The results shown in Table 4.3 indicate that on average Libyan management accountants
and accounting students recognize the ethical issue within each scenario as they had a
mean score of 3 or above. It also shows that differences in ethical recognition mean
scores based on age exist. However, ANOVA test indicates that these differences
between the four groups of management accountants in scenario 1 and scenario 3 were

not significant.
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Table 4.3 Age and EDM Stages: Mean (SD), ANOVA, and t-test Results

gDM < Management Accountants Accounting Students
tages N B
Scenarios M<(S]g) i/(l)(s<13)5) 1\3/,1?512) M>(g(]))) @ F | 2dorless | >24 | df 4
Ethical Recognition
Scenario 1 4.0(1.2) | 42(1.0) | 4.3(0.9) | 4.2(1.0) | 3 & 223 0.56 | 40(1.1) | 43(1.2) | 148 -0.92
Scenario 2 | 3.9(1.1) | 4.1(1.0) | 4.2(.09) | 4.4(0.8) | 3 &223 | 2.67* | 3.9(1.2) | 44 (1.3) | 149 -1.34
Scenario 3 35(1.1) | 3.6(1.2) | 3.7(1.1) | 3.5(1.1) | 3&223 0.39 | 3.6(1.3) | 3.8(1.1) | 149 -0.51
Scenario4 | 3.0(1.2) | 3.3(1.2) | 3.5(1.9) | 3.6(1.1) | 3 &222 | 3.50* | 3.3(1.2) | 3.5(1.2) | 150 -0.52
Ethical Judgment
Scenario 1 43(1.0) | 43(1.0) | 4.5(0.7) | 4.3(0.9) | 3 & 223 0.73 | 45(0.7) | 45(0.8) | 149 0.35
Scenario 2 4.2(0.9) | 4.0(1.1) | 4.0(1.2) | 4.3(0.8) | 3&223 1.65 | 40(1.3) | 43(1.1) | 148 -0.82
Scenario 3 3.6(1.0) | 3.8(1.0) | 3.4(1.1) | 3.8(1.0) | 3 & 223 2.23 36(1.2) | 34(1.2) | 148 0.80
Scenario 4 3.5(1.1) | 3.6(1.1) | 3.6(1.0) | 3.7(1.0) | 3 & 222 0.48 23(1.3) | 3.1(1.1) | 150 0.61
Ethical Intention
Scenario 1 | 4.1(1.0) | 40(1.0) | 3.91.2) | 4.1(1.0) | 3&222 [ 065 | 41(1.2) | 45(0.6) | 145 | -2.25%
Scenario 2 | 3.8(1.0) | 3.7(1.3) | 3.6(1.3) | 3.7(1.4) | 3&223 | 0.13 | 3.6(5) | 431.2) | 147 | -2.35%
Scenario 3 35(1.1) | 3.5(1.3) | 3.3(1.2) | 34(1.1) | 3&223 0.31 33(1.3) | 34(1.1) | 147 -0.22
Scenario 4 33(1.2) | 34(1.2) | 3.51.2) | 33(1.2) | 3&222 034 | 33(.2) | 3.7(1.0) | 148 -1.35
*p <0.05

With respect to scenario 2, Table 4.3 shows that there are significant differences in the

ethical recognition mean scores based on age [F (3, 223) = 2.67, p < .05]. However, these

differences were only found between accountants who are aged less than 30 years and

accountants who are aged more than 40 years (p < .05). Similarly, the results of scenario

4 show significant differences in mean scores of accountants’ ethical recognition based

on age [F (3, 222) = 3.50, p < .05]. These differences were found significantly between

the same two groups who differed significantly in scenario 2 (p < .05). For accounting

students Table 4.3 shows that there were no statistical significant differences between the

two groups for ethical recognition in the four scenarios.

From the above results it can be concluded that Hla was partially supported for

management accountants but rejected for accounting students.

4.4.1.1.2 Age and Ethical Judgment

H1b: Mean Ethical Judgment Scores Will Significantly Increase as Age Increases

Table 4.3 indicates that on average both management accountants and accounting

students made an ethical judgment for all the four scenarios because their mean scores
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were 3.1 or above. As reflected by ANOVA and t-test, there were no statistically
significant results for both accountants and students. Therefore, H1b was rejected for

both samples.
4.4.1.1.3 Age and Ethical Intention

Hlc: Mean Ethical Intention Scores Will Significantl increase as Age Increases

Table 4.3 depicts that on average both management accountants and accounting students
had no intention to unethically behave; their mean scores were 3.3 or more. Despite the
differences in ethical intention mean scores, the ANOVA test of management accountants
indicates that these differences were not statistically significant in the four given
scenarios. Regarding accounting students, t-test shows statistical significant differences
between the two groups in scenario 1 [t (145) = 2.25, p < .05] and scenario 2 [t (147) =
2.35, p < .05]. Therefore, the results related to ethical intention revealed that HIc was

partially supported for accounting students but rejected for management accountants.

In conclusion, ANOVA test and t-test revealed that there was very little evidence to
hypothesize that the differences in the mean scores of ethical decision making stages

were based on age. Therefore, there was very limited support for age differences
4.4.1.2 Gender Differences in EDM Stages

This hypothesis was related to how gender might affect each stage of ethical decision
making process. Table 4.4 below depicts the descriptive analysis and the statistical result
of independent samples t-test for Libyan management accountants and accounting

students in four scenarios.
4.4.1.2.1 Gender and Ethical Recognition

H2a: Mean Ethical Recognition Scores of Females Will Be Significantly Higher than Males

For management accountants, Table 4.4 illustrates that on average females and males

recognize the ethical issue in each scenario, because their mean scores were 3.1 or above.
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Also the same table shows that the mean scores of ethical recognition of females were
significantly lower than those of their counterparts but only in scenario 2 [t (225) = -2.23,
p < .05] and scenario 4 [t (224) = -2.24, p < .05]. With regard to accounting student,
Table 4.4 depicts that there were no statistical significant results. Thus, H2a was partially

supported for management accountants and rejected for accounting students.

Table 4.4 Gender Differences in EDM Stages: Mean (SD) and t-test Results

EDM Stages Management Accountants Accounting Students

& Scenarios Females Males df y Females Males df y
M (SD) M (SD) M (SD) M (SD)

Ethical recognition

Scenario 1 4.0 (1.1) 42(1.0) | 224 -1.40 4.1(1.0) 4.0(1.2) | 148 | 0.26

Scenario 2 4.0 (1.1) 4.3 (0.8) | 225 | -2.23* | 4.0(1.3) 4.1(1.2) | 149 | -0.46

Scenario 3 3.6 (1.1) 3.6(1.1) | 225 0.23 3.8(1.2) 35(1.3) | 149 1.23

Scenario 4 3.1 (1.3) 35(1.1) | 224 | -2.24% | 3.4(1.2) 33(1.3) | 150 | 0.29

Ethical judgment

Scenario 1 4.4(0.8) 4.3(0.9) | 225 0.39 4.4(0.9) 4.6(0.6) | 149 | -1.29

Scenario 2 4.1(0.9) 42(1.0) | 225 -0.79 3.9 (1.3) 4.1(1.2) | 148 | -0.89

Scenario 3 3.6 (1.1) 3.7(1.0) |225] -0.80 3.7(1.2) 35(.3) | 148 ] 1.30

Scenario 4 3.5(1.1) 3.7(1.0) | 224 ] -0.66 3.4 (1.3) 32(1.2) | 150 | 0.97

Ethical intention

Scenario 1 4.0(0.9) 4.1(1.1) |[224 | 0.59 4.3 (1.0) 4.1(1.2) | 145 -0.85

Scenario 2 3.8 (1.0) 37(1.4) |225] -0.88 3.8(1.4) 35(.5) | 147 | -1.01

Scenario 3 3.5(.1) 34(1.2) [ 225] -0.88 3.5(.2) 3.1(1.4) | 147 | -1.50

Scenario 4 3.3 (1.1) 34(1.2) | 224] 0.65 34(1.2) 33(.2) | 148 | -0.64

*p< 0.05

4.4.1.2.2 Gender and Ethical Judgment

H2b: Mean Ethical Judgment Scores of Females Will Be Significantly Higher than Males

The results provided by Table 4.4 indicate that on average all participants made an ethical
judgment about each ethical issue within the four scenarios, their mean scores was 3.2 or
above. No significant differences were found between females and males in the two

samples (students and accountants). Therefore, H2b was rejected.
4.4.1.2.3 Gender and Ethical Intention

H2c: Mean Ethical Intention Scores of Females Will Be Significantly Higher than Males
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From Table 4.4, it can be seen that on average both females and males have no intention
to behave unethically since there were no mean scores less than 3.3. Similar to the result
of ethical judgment, there were no significant differences between females and males in

their mean scores of ethical intention of both samples. Therefore, H2¢ was rejected.

In conclusion, although there were some differences in ethical decision making stages
mean scores, t-test reflected very little evidence to hypothesize that these differences

were based on gender. Therefore, there was very limited support for gender differences.
4.4.1.3 Educational Level Differences in EDM Stages

The next three hypotheses were concerned with how the mean scores of ethical decision
making stages of management accountants might be impacted by educational level. The

statistical results related to these hypotheses are shown in Table 4.5 below.
4.4.1.3.1 Educational Level and Ethical Recognition

H3a: Mean Ethical Recognition Scores Will Significantly Increase as Level of
Education Increases

Table 4.5 indicates that on average Libyan management accountants regardless of their
level of education recognize the ethical issue within each scenario, the mean scores were
higher than 3. From the same table, the one way ANOVA revealed no significant

differences based on educational level. Therefore, H3a was rejected.
4.4.1.3.2 Educational Level and Ethical Judgment

H3b: Mean Ethical Judgment Scores Will Significantly Increase as Level of Education
Increases

As shown in Table 4.5, on average Libyan management accountants judged unethically
all ethical issues within the given scenarios; the mean scores were not less than 3.7.

Similar to ethical recognition, no statistical significant differences in ethical judgments of
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accountants and students were found related to the level of education. Therefore, H3b

was rejected.

Table 4.5 Educational Level and EDM Stages: Mean (SD) and ANOVA Results

EDM Stages High School & ID Higher Dip. Bachelor’s Master’s or more

& Scenarios M (SD) M (SD) M (SD) M (SD) df 1
Ethical Recognition

Scenario 1 3.8 (1.1) 4.2 (1.0) 4.2 (0.9) 4.5(0.7) 3&222 2.06
Scenario 2 4.1 (1.0) 4.3 (0.8) 4.2 (0.9) 4.2 (0.9) 3&222 0.23
Scenario 3 3.2 (1.0) 3.5(1.2) 3.7(.1) 3.8(1.1) 3&222 1.20
Scenario 4 3.4 (1.0) 3.2(1.4) 3.5(1.1) 3.9 (0.7) 3&221 1.30
Ethical Judgment

Scenario 1 4.5 (0.6) 4.3(0.9) 4.3 (0.9) 4.4 (0.8) 3&222 0.32
Scenario 2 4.3 (0.8) 4.2 (1.0) 4.1 (1.0) 4.0(1.2) 3&222 0.24
Scenario 3 3.9 (1.0) 3.5(1.1) 3.6 (1.0) 4.3 (0.7) 3&222 2.38
Scenario 4 3.7 (1.0) 3.4(1.1) 3.7 (1.0) 3.7(1.1) 3&221 0.87
Ethical Intention

Scenario 1 3.9 (1.0) 4.1 (1.2) 4.0 (1.1) 4.3 (0.8) 3&221 0.44
Scenario 2 3.2(1.4) 3.6 (1.3) 3.9 (1.2) 3.5(1.4) 3&222 3.23*
Scenario 3 3.5(1.5) 3.3(1.2) 3.4 (1.1) 3.9 (1.0) 3&222 0.94
Scenario 4 29 (1.1) 3.2(1.2) 3.51.1) 3.3(1.3) 3&221 3.20*

*p < 0.05; ID: Intermediate Diploma

4.4.1.3.3 Educational Level and Ethical Intention

H3c: Mean Ethical Intention Scores Will Significantly Increase as Level of Education
Increases

The descriptive statistics provided by Table 4.5 depict that on average Libyan
management accountants had no obvious intention to behave unethically; with the
exception of scenario 4 for those who have level of education of high school and
intermediate diploma (mean score = 2.9), no mean scores were less than 3.2. Significant
differences between them based on their level of education were revealed by the ANOVA
test in scenario 2 [F (3, 222) = 3.23, p < .05] and scenario 4 [F (3, 221) = 3.20, p < .05].
The mean scores of accountants who have high school or intermediate diploma were
significantly lower than those who have Bachelor’s in the two scenarios (p < .05). Thus,

H3c was only partially supported.

146




From the above results, it can be concluded that the significant differences in ethical
decision making stages mean scores of Libyan accountants based on their level of

education are very limited.
4.4.1.4 Work Experience Differences in EDM Stages

The three hypotheses presented below were concerned with how the work experience of
management accountants can make differences in their mean scores of ethical decision

making process. Descriptive and ANOV A results are shown in Table 4.6.

Table 4.6 Work Experience and EDM Stages: Mean (SD) and ANOVA Results

EDM Stages & < 5 years 5- <15years 15-25 years >25years df F
Scenarios M(SD) M(SD) M(SD) M(SD)

Ethical Recognition

Scenario 1 4.1(1.0) 4.3(0.9) 4.0 (1.1) 4.3(0.9) 3&221 | 1.09

Scenario 2 4.0 (1.2) 4.2(0.9) 4.4(0.7) 4.3 (1.0) 3&221 | 1.70

Scenario 3 3.6 (1.1) 3.8 (1.1) 3.5(1.2) 3.5(1.0) 3&221 | 1.03

Scenario 4 2.7 (1.2) 3.5(1.1) 3.6 (1.1) 3.7 (1.0) 3&220 | 7.80%*

Ethical Judgment

Scenario 1 4.3(0.9) 4.4(0.9) 4.4(0.9) 4.3 (0.8) 3&221 | 0.10

Scenario 2 4.1(0.9) 4.1(1.1) 4.3(0.9) 4.3(0.7) 3&221 | 0.66

Scenario 3 3.6 (1.0) 3.6 (1.1) 3.6 (1.1) 4.0 (0.9) 3&221 | 149

Scenario 4 3.5(.1) 3.5(.1) 3.7 (1.0) 3.9(0.9) 3&220 | 1.18

Ethical Intention

Scenario 1 4.2(0.9) 4.0 (1.1) 39(.1) 4.3(0.9) 3&220 | 1.63

Scenario 2 3.9 (1.0) 3.7 (1.3) 3.9(.2) 34 (1.6) 3&221 | 145

Scenario 3 3.5(1.1) 34 (1.2) 3.5(1.2) 34(1.2) 3&221 | 0.37

Scenario 4 3.3 (1.1) 35(1.2) 33(.2) 3.1(1.2) 3&220 | 1.39

*p < 0.05; **p < .001

4.4.1.4.1 Work Experience and Ethical Recognition

H4a: Mean Ethical Recognition Scores Will Significantly Increase as Years of
Experience Increases

As depicted by Table 4.6, on average management accountants irrespective of their work
experience recognize the ethical issue within each scenario, with the exception of mean
score of those who have less than 5 years experience in scenario 4 (M (SD) = 2.7 (1.2)),
no mean score was below 3.4. The significant differences in ethical recognition mean

scores related to work experience were found only in scenario 4 [F (3, 220) = 7.80, p <
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.001]. Additionally, these significant differences were found between this group (group of
5 years or less) and all of the other three groups, p < .001. Generally speaking, the results

above indicated very limited supported H4a.
4.4.1.4.2 Work Experience and Ethical Judgment

H4b: Mean Ethical Judgment Scores Will Significantly Increase as Years of
Experience Increases

As can be seen from Table 4.6 on average all participants regardless of their years of
experience judge unethically the ethical issues given in each scenario; no mean scores
were below 3.5. The results of ANOVA indicate no statistical significant differences in
ethical judgments of management accountants based on their work experience. Therefore,

H4b was rejected.
4.4.1.4.3 Work Experience and Ethical Intention

H4c: Mean Ethical Intention Scores Will Significantly Increase as Years of
Experience Increases

The mean scores of ethical intention of management accountants provided by Table 4.6
were 3.1 or above which indicate that they had no intention to unethically behave.
Differences in the mean scores of ethical intention of management accountants were not

significantly different based on their years of experience. Therefore, H4c was rejected.

From the above results, one can conclude that there is no clear evidence that differences
in ethical decision making stages were based on the work experience of management

accountants.
4.4.1.5 Organizational Size Differences in EDM Stages

The impact of organizational size on ethical decision making process was examined by
testing three hypotheses. Table 4.7 shows the descriptive and statistical results of

ANOVA test.
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4.4.1.5.1 Organizational Size and Ethical Recognition

H5a: Mean Ethical Recognition Scores Will Significantly Increase as the Size of
Companies Increases

From Table 4.7, it can be seen that on average all participants had ethical recognition’s
mean scores of 3.2 or above regardless of the size of company they work for which
indicate clearly that they recognize ethical issues in each scenario. No significant
differences in the mean scores of ethical recognition were found based on organizational

size, thus H5a was rejected.
4.4.1.5.2 Organizational Size and Ethical Judgment

H5b: Mean Ethical Judgment Scores Will Significantly Increase as the Size of
Companies Increases

As depicted in Table 4.7, on average all participants judged unethically the ethical issues
within each scenario since there were no mean scores less than 3.3. Differences in ethical
judgment mean scores were significantly attributed to the size of company in one of the
four scenarios, (scenario 1) [F (2, 225) = 4.70, p < .05]. Additionally, the results showed
that the mean score of ethical judgment of management accountants who work for
medium companies were significantly lower than those who work for large companies (p

< .05). However, the overall result indicated a very limited support for H5b.
4.4.1.5.3 Organizational Size and Ethical Intention

HS5c: Mean Ethical Intention Scores Will Significantly Increase as the Size of
Companies Increases

The mean scores depicted in Table 4.7 show that on average all management accountants
had no intention to unethically behave as their mean scores were 3.2 or above. In one
scenario (scenario 2), there was a significant difference in the mean scores of ethical
intention based on the size of company [F (2, 225) = 6.58, p < .05]. These differences

were only significantly different between those who work for small companies and those
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who work for large companies (p < .05). However, the overall result indicated a very

limited support for HSc.

In summary, the above results revealed very limited differences in ethical decision
making process based on the size of companies. Therefore, there was very limited

support for organizational size differences.

Table 4.7 Organizational Size and EDM Stages: Mean (SD) and ANOVA Results

50 - 499 500 - 999 More than 999
EDM Stages & Scenarios df F
M(SD) M(SD) M(SD)
Ethical Recognition
Scenario 1 4.2 (1.0) 4.2 (1.1) 4.2 (0.9) 2&225 0.12
Scenario 2 4.3 (0.9) 4.0 (1.0) 4.3 (0.9) 2&225 1.90
Scenario 3 3.5(1.2) 3.6 (1.2) 3.7 (1.1) 2&225 0.83
Scenario 4 3.5(.2) 3.2(1.3) 3.5(1.1) 2&224 1.56
Ethical Judgment
Scenario 1 4.4 (0.9) 4.1 (1.0) 4.5 (0.7) 2&225 | 4.70%
Scenario 2 4.1 (1.0) 4.2 (0.9) 4.3(0.9) 2&225 0.65
Scenario 3 35(1.1) 3.7 (1.0) 3.8 (1.0) 2&225 1.30
Scenario 4 3.8(0.9) 3.3(1.2) 3.6 (1.0) 2&224 2.90
Ethical Intention
Scenario 1 4.0 (1.1) 3.9 (1.0) 4.2 (1.0) 2&224 1.81
Scenario 2 3.4(1.4) 3.6 (1.3) 4.1 (1.0) 2&225 | 6.58%
Scenario 3 33(1.2) 3.3(1.2) 3.6(1.1) 2&225 1.00
Scenario 4 33(1.2) 32(1.2) 34 (1.1) 2&224 0.72
*p <0.05

4.4.1.6 Code of Ethics Differences in EDM Stages

Three hypotheses were set examine how code of ethics might affect each stage of ethical
decision making process. Table 4.8 below shows the descriptive analysis and the
statistical result of independent samples t-test for Libyan management accountants in four

scenarios.
4.4.1.6.1 Code of Ethics and Ethical Recognition

Hé6a: Mean Ethical Recognition Scores Will Be Significantly Higher for Those Who
Work in Companies That Have Code of Ethics
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Table 4.8 illustrates that on average management accountants recognize the ethical issue
in each scenario regardless of whether they work in companies that have code of ethics or
do not have, the mean scores were 3.3 or above. However, there were no significant
differences among management accountants based on the existence of code of ethics

within the Libyan companies. Thus, H6a was rejected.

Table 4.8 Code of Ethics and EDM Stages: Mean (SD) and t-test Results

Participants stated the compan Participants stated the compan

e Stag. es I;zas code of ethics P hgs no code of ethicsp g daf t

& Scenarios M(SD) M(SD)
Ethical Recognition
Scenario 1 4.2(1.0) 4.2(1.0) 226 -0.34
Scenario 2 4.3(0.8) 4.2(1.0) 227 0.59
Scenario 3 3.7(1.1) 3.5(1.2) 227 1.40
Scenario 4 3.6(1.1) 3.3(1.2) 226 1.47
Ethical Judgment
Scenario 1 4.2(0.8) 4.4(1.0) 227 -1.35
Scenario 2 4.1(1.0) 4.2(0.9) 227 -0.99
Scenario 3 3.7(1.0) 3.7(1.0) 227 0.01
Scenario 4 3.5(1.0) 3.7(1.1) 226 -1.35
Ethical Intention
Scenario 1 3.9(1.1) 4.1(1.0) 226 -1.41
Scenario 2 3.6(1.3) 3.8(1.2) 227 -1.29
Scenario 3 3.4(1.2) 3.4(1.1) 227 -0.49
Scenario 4 3.1(1.2) 3.5(1.1) 226 -1.97
*p <0.05

4.4.1.6.2 Code of Ethics and Ethical Judgment

H6b: Mean Ethical Judgment Scores Will Be Significantly Higher for Those Who
Work in Companies That Have Code of Ethics

Table 4.8 revealed that on average management accountants judged unethically the
ethical issue in each scenario regardless of whether they work in companies that have
code of ethics or do not have, the mean scores were 3.5 or above. However, there were no
significant differences among management accountants based on the presence of code of

ethics in Libyan companies. Thus, H6b was rejected.
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4.4.1.6.3 Code of Ethics and Ethical Intention

Hé6c: Mean Ethical Intention Scores Will Be Significantly Higher for Those Who
Work in Companies That Have Code of Ethics

As shown in Table 4.8, on average management accountants had no intention to ethically
behave regardless of whether they work in companies that have code of ethics or no, the
mean scores were 3.1 or above. However, there were no significant differences among
management accountants based on the presence of code of ethics within Libyan

companies. Thus, H6c was rejected.

4.4.1.7 Industry Type Differences in EDM Stages

Table 4.9 Type of Industry and EDM Stages: Mean (SD) and ANOVA Results

EDM Stages | Fooa | TeXtles, paper | S0t oot | et | COment & F
& Scenarios M(SD) Sfurniture building daf

M(SD) SED) MED) M(SD)
Ethical Recognition
Scenario 1 4.1(1.2) 4.5 (0.7) 4.2 (0.7) 4.2 (1.0) 4.1(1.0) | 4&223 | 0.58
Scenario 2 4.3(0.9) 4.1(1.1) 4.1(0.9) 4.3(0.9) 4.1(1.0) | 4&223 | 0.61
Scenario 3 3.6 (1.2) 4.2 (1.0) 3.5(1.0) 3.6 (1.1) 3.6(1.1) | 4&223 | 0.83
Scenario 4 34 (1.3) 3.7(1.3) 35(.1) 34 (.1) 34(1.1) | 4&223 | 0.25
Ethical Judgment
Scenario 1 4.3(0.9) 4.3 (1.3) 4.3(0.9) 4.5(0.7) 4.2(0.9) | 4&223 | 1.40
Scenario 2 4.2 (0.8) 3.9(1.3) 4.0 (1.1) 4.3(0.9) 43(1.0) | 4&223 | 1.03
Scenario 3 3.8(0.9) 3.6 (1.2) 3.6 (1.0) 3.7 (1.0) 34(1.1) | 4&223 | 1.39
Scenario 4 3.6 (1.1) 3.9 (1.0) 3.6 (1.0) 3.7 (1.1) 3.6(1.0) | 4&223 | 0.29
Ethical Intention
Scenario 1 4.1(1.0) 4.1(1.3) 3.9 (1.0) 4.2 (1.0) 4.0(1.1) | 4&223 | 0.37
Scenario 2 3.7 (1.3) 3.2 (1.3) 3.6 (1.3) 4.0 (1.1) 3.6(1.3) | 4&223 | 1.26
Scenario 3 35(1.2) 3.6 (1.3) 33 (1.3) 3.5(.0) 3.1(1.1) | 4&223 | 1.52
Scenario 4 32(1.2) 3.4 (1.0) 32(1.2) 3.5(1.0) 34(1.2) | 4&223 | 0.63

#p < .05; **p <.001

H7: Mean Ethical Decision Making Stages Scores Will Be Significantly Different
Between Participants Based on the Type of Industry.

The mean scores as shown in Table 4.9 revealed that on average all participants
recognize the ethical issues within each scenario (M = 3.3 or above), judged them as
unethical issues (M = 3.3 or above), and had no intention to unethically behave (M = 3.1

or above), regardless of the type of industry management accountants work for. However,
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these results show no significant differences in the mean scores of the three stages of

ethical decision making process based on industry type. Therefore, H7 was rejected.

4.4.2 Multiple Regression Analysis of Continuous Variables

As discussed in Chapter Three, section 3.10, along with ANOVA and t-test, hierarchical
linear multiple regression was also used in this study to examine the impact of individual
factors (personal moral philosophy), organizational factors (ethical climate types), and
moral intensity dimensions (magnitude of consequences (MC) social consensus (SC), and
temporal immediacy (TI)) on the ethical decision making process (the first three stages).
There are several important issues related to using multiple regression analysis such as
examining data for outlying values and checking assumptions. These issues are discussed

in the following sections.

4.4.2.1 Variables Entered and Number of Cases Required

As mentioned above, only some of the individual and organizational factors and the three
dimensions of moral intensity were entered into the multiple regression model. One
reason is that all categorical variables were tested earlier by applying ANOVA and t-test,
and there were very few significant results found suggesting that inclusion of recoded
categorical variables in the regression would show very little significant results.
Therefore, it was decided to not dummy code the categorical variables and only enter the
non-categorical independent variables into the model. Also correlation metric was
conducted between the non-categorical independent variables and dependent variables
and a large number of significant results, see Appendix D, were obtained. With regard to
the cases required, Hair et al.(1998) suggested that the desired cases that should be
entered into the model of multiple regression for each independent variable are between
10 and 20 cases. In this study there were at least 15 cases for each variable entered into

the model.
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4.4.2.2 Choice of Regression Type and Order of Variable Entry

Hierarchical linear multiple regression was chosen here for several reasons. One reason is
that this study aims to look at the impact of several factors (individual factors,
organizational factors, and moral intensity dimensions) on ethical decision making
process and how can these factors predict each stage of ethical decision making. Which
predictors should be entered first into the model is an important issue that should be
considered as a result of the values of the regression coefficients depend on how the
variables are entered in the model (Field, 2009). Theoretically, an important variable
should be entered first into the model. However, past research, see Chapter Two, has
shown that all the variables examined in this study are very important to ethical decision
making stages. One logical order adopted here is to start with individual differences and
then to look at the impact of the organizational situation, and finally the impact of
specific moral issues within a particular scenario. Therefore, the two components of
personal moral philosophy (idealism and relativism) were entered first, then the four
types of ethical climate came second (law and professional code, company interest, social
responsibility, and personal morality), and finally the three dimensions of moral intensity
(magnitude of consequences, social consensus, and temporal immediacy). Several
previous studies (e.g., Dubinsky et al., 2004; Marques & Azevedo-Pereira, 2008; Marta,
Heiss, & De Lurgio, 2008; McMahon & Harvey, 2007; Sweeney & Costello, 2009; Vitell

& Patwardhan, 2008) have also chosen this order of variable entry.

4.4.2.3 Examining Data for Outlying and Influential Values

Examining data for any specific outliers or influential cases is an important issue that
should be taken in account in order to accurately generalize and interpret the results of
the regression model. For outlying issue, the standardized residuals were checked to see
whether there are any cases fall above + 2.5 (Field, 2009). Casewise Diagnostics
provided by the multiple regression analysis was used to assess this issue and found some
cases were fallen outside this range. For this study, it is reasonable to expect about 12

cases (i.e. 5% of the 229 useable questionnaires) to have standardized residuals outside of
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these limits for management accountants and 8 (i.e. 5% of the 152 useable
questionnaires) cases for accounting students (Field, 2009). For both groups, all cases
were for all scenarios within these limits but some of them were probably large enough to
be investigated further. Therefore, further investigation was done, especially for cases of
+ 3 or above, and found no evidence for concern; they were judged as legitimate data
cases and should be retained in principle. For influential values, three tests have been
commonly used to check this issue: Mahalanobis Distance, Cook’s Distance, and Centred
Leverage Value. Authors (e.g., Brace, Kemp, & Snelgar, 2006; Field, 2009) have
suggested that, for Mahalanobis Distance, a value of 15 or less is acceptable, Cook’s
Distance’s value greater than 1 may be cause for concern, and finally the average
leverage can be calculated as 3(k+1/n) = 3(10/229) for accountants and 3(6/152) for
students and looking at values three times as large (0.13) for management accountants
and (.12) for accounting students (Field, 2009). Instead of looking at particular outlier
values to identify any possible influential cases, it was decided to scan all cases to see if
they exerted an extreme influence on the model. With respect to Cook’s Distance, no
extreme cases were found. Centred Leverage Value and Mahalanobis Distance’s values
show no more than one or two cases to violate its assumption for each dependent variable
in the four scenarios. Therefore, further investigation was undertaken to examine whether
these cases would cause any problem to the model. Multiple regression was run again
with those values removed and found they did not make any difference from the results

that were already obtained, thus all values were retained.

4.4.2.4 Checking of Regression Assumptions

It has been recommended that there are several assumptions that must be met in order to
interpret and generalize the results of hierarchical linear multiple regression accurately.
One of the initial assumptions is that all predictors must be quantitative (measured on a
continuous scale such as interval or ratio) or categorical (with two categories such as

gender: female and male). In this study, dependent variables in the regression analysis
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were measured using a 5-point scale which has been commonly treated by scientists as

approximately interval (Field, 2009).

Normality, linearity, and homoscedasticity are also regarded very important assumptions
for multiple regression that have to be checked. The assumption of normality refers to the
errors of prediction that are normally distributed around each and every predicted
dependent variable score (Tabachnick & Fidell, 2007). The residuals in scatterplots of
standardized residuals by standardised predicted values should show an accumulation of
residuals in the centre of the plot at each value of predicted score if they normally
distributed. With respect to the assumption of linearity, it assumes that the relationship
between the dependent variables and the independent variables is linear and here
scatterplots would show linearity by being rectangular scatterplots rather than a curved
one. Utilizing a linear model for a non-linear relationship will limit the generalizability of
the study’s results and the accuracy of prediction in the model (Field, 2009).
Homoscedasticity refers to the assumption that dependent variables show equal levels of
variance across the range of independent variables (Hair et al., 2006). Accordingly, the
residuals at each level of the independent variables should have the same variance
(homoscedasticity), and in the scatterplots this would be shown by residuals; when the
variances are very unequal there is evidence of the existence of the heteroscedasticity, the

scatterplots are funnel shaped rather than rectangular (Field, 2009).

Examination of scatterplots of standardized residuals by standardized predicted values
have been commonly used to test the assumptions of normality, linearity, and
homoscedasticity (Tabachnick & Fidell, 2007). As shown in Appendix G, the large
majority of the scatterplots show no failure of normality, no clear evidence for non-linear
curvature in the relationship between the independent and dependent variables, and also
no obvious evidence of the existence of heteroscedasticity. It could be mentioned here
that there were some deviations in the scatterplots for example, accountants’ ethical

judgment in scenario 1 and ethical intention in scenario 3 and also students’ ethical
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intention in scenario 2. However we should not discount the fact that regression is

reasonably robust any way (Howell, 2000).

Multicollinearity is another important assumption that should be addressed. It refers to
the correlation between the independent variables. Strong relationships between two or
more independent variables will cause problems when trying to draw inferences about the
relative contribution of each independent variable to the success of the model (Brace et
al., 2006). According to Cooper and Schindler (2008), very high correlations of .80 or
above are cause for concern. Appendix C shows that there are no strong correlations
among the predictors examined in this study. Also by looking at the variance inflation
factor (VIF), which should be less than10, Appendix E shows no value reached 10. Thus,

multicollinearity did not exist within the data.

The final assumption that should be checked is independence of the outcome variables
values. It assumes that for any two observations the residual terms should be unrelated
(Hair et al., 2006). Appendix E provides the Durbin-Watson results which indicate no
correlation between the adjacent residuals (all values are very close to 2). Therefore, the

assumption was almost certainly met.
4.4.2.5 Regression Results

Tables 4.10, 4.11, and 4.12 provide the results of hierarchical linear multiple regression
regarding the impact of personal moral philosophy (individual variables), ethical climate
types (organizational variables), and moral intensity dimensions on ethical decision
making stages for both management accountants and accounting students in the four
scenarios. For each stage of ethical decision making process, the fit of the regression
model will be assessed using the results shown in those tables. With respect to testing the
hypotheses related to the ethical decision making stages of the two samples, the
individual coefficient variables will be considered by looking at model 2 for accounting

students and model 3 for management accountants with all variables included.
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4.4.2.5.1 Ethical Recognition

For management accountants, the multiple regression consists of three models starting
with individual variables (model 1), adding organizational variables (model 2), and
finally adding moral intensity dimensions (model 3). R2 is a measure of how much of the
variability in the dependent variables is explained by the independent variables (Field,
2009). As shown in Table 4.10, model 1 indicates that personal moral philosophy
(idealism and relativism) accounts for 7% to 9% of the variation in ethical recognition of
management accountants in the first three scenarios, also the model was significant in
these scenarios (p < .001) .When the ethical climate types were included (model 2), these
proportions increased to be ranged from 10% to 12% also this was in the first three
scenarios, the model was better and significant in scenarios 1 and 3 (p < .001) and
scenario 2 (p < .05). However, these increases (AR?) were only significant in scenario
three (p < .05). Finally, by adding moral intensity dimensions to the model (model 3), the
proportions again were improved, they explained 14% to 32% of the variation in ethical
recognition of management accountants; the model was again significant for the four
scenarios (p < .001). With the exception of scenario 1, all increases (AR?) were

statistically significant (p <.001).

Regarding accounting students, the model of multiple regression consists of two models
starting with individual variables (model 1) and then adding moral intensity dimensions
(model 2). As shown in Table 4.10, model 1 depicts that personal moral philosophy
accounts for 5% to 18% of the variation in ethical recognition of accounting students in
all scenarios, the model was significant in scenarios 1 and 2 (p < .001) and in scenarios 3
and 4 (p < .05). When adding moral intensity dimensions to the model (model 2), the
proportions were improved, they explained 16% to 22% of the variation in ethical
recognition of accounting students. In two out of four scenarios, the increases (AR?) were

statistically significant (p <.001).
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Table 4.10 Hierarchical Regression Results of Ethical Recognition

Management Accountants

Variables & Scenario 1 Scenario 2 Scenario 3 Scenario 4
Scenarios B | StE B B | StE B B | StE B B StE B
Constant 246 | .58 285 | 54 259 | .67 3.73 71
Model Idealism 54 13 27x* 49 12 Q7% 46 15 21% .02 .16 01
one Relativism -20 .09 -15% -24 | .08 -19% -.32 .10 -21% -.13 11 -.09
R2 (F) .08 (9.34**) .09 (10.29%%*) 07 (7.91%%) .01 (0.76)
Constant 2.67 | .61 2.69 | .57 2241 .70 3.59 75
Idealism .55 13 28%* A48 13 26%* 42 15 19% .01 17 01
Relativism | -.18 .10 -13* -26 | .09 -21% -.35 .10 -29% -.14 11 -.09
LC -.11 .10 -.10 .05 .09 .05 31 11 23 .16 12 11
Model
two CI -.04 .10 -.03 .10 .09 .10 .08 11 .07 -.02 12 -.01
SR 23 11 20% 01 .10 .01 -.13 12 -.10 -.02 .14 -01
PM -.19 .08 -18* -.08 .07 -.08 =12 .09 -.10 -.08 .10 -.06
R2 (F) 12 (4.73%%) .10 (4.03%) 12 (6.69%%) .02 (.64)
AR? (FA) .04 (2.31) .02 (0.91) .05 (2.94%) .01 (0.58)
Constant 262 | .64 1.34 | .58 .20 .67 243 72
Idealism .55 13 28%* 38 12 21% 33 .14 5% -.10 15 -.04
Relativism -.20 .10 -15% -.16 | .08 -.12 -26 | .09 -17% -.19 .10 -12
LC -.13 .10 -.10 -.03 .09 -.01 .30 .10 21% .10 11 .07
Model CI -04 | .10 -.03 .05 .09 .05 .07 .10 .06 .01 11 .01
three SR 21 11 18%* .04 .10 .04 -.19 11 -.15 -.05 12 -.03
PM -.20 .08 -18* -.05 .07 -.05 -01 .08 -.01 -.08 .09 -.06
MC -04 | .07 -.05 24 .06 27x% .19 .08 A7* -.06 .09 -.05
SC -.03 .05 -.04 .05 .05 .06 .20 .07 19% .39 .07 36%*
TI .14 .06 16* 14 .06 d16* 26 .08 25% 28 .09 24%*
R2 (F) 14 (3.77%%) 25 (7.77%%) 32 (11.14%%) .24 (7.29%%)
AR? (FA) .02 (1.77) 15 (13.79%%) 21 (21.36%%) .22 (20.26**)
Accounting Students
Variables & Scenario 1 Scenario2 Scenario3 Scenario4
Scenarios B | StE B B | StE B B | StE B B StE B
Constant 1.12 | .74 1.14 | .81 44 .88 .90 .85
Model Idealism .83 17 39k 1.03 | .18 A3k .64 .20 .26% 41 .19 18*
one Relativism -.14 15 -.08 -40 | .16 -.19% .16 18 .08 22 17 11
R2 (F) A5 (12.44%%) 18 (16.12%%) .09 (6.80%) .05 (4.04*)
Constant 0.78 | .83 1.02 | 92 -1.0 .09 .87
Idealism 81 17 39x* .99 .19 A2%% 46 .19 9% 24 .19 11
Relativism -12 15 -.07 -37 17 -17% 22 17 .10 22 17 11
Model MC .09 .08 .09 -05 | .08 -.05 .14 .09 12 -.02 .09 -.02
two SC -.03 .06 -.04 -04 | .08 -.03 .16 .08 15 .16 .09 14
TI .04 .07 .05 13 .08 12 27 .09 .26% 31 .09 29%
R2 (F) .16 (5.41%%) .20 (6.95%%) .22 (8.26*%) .16 (5.61%%)
AR? (FA) .01 (0.76) .02 (0.87) 14 (8.54%%) A1 (6.36%%)

LC: Law and codes; CI: Company interest; SR: social responsibility; PM: Personal morality; MC:
Magnitude of consequence; SC: Social consensus; TI: Temporal immediacy; *p < .05;**p < .001
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4.4.2.5.1.1 The Relationship between Personal Moral Philosophy and Ethical Recognition

The relationship between personal moral philosophy and ethical recognition was
examined by testing two hypotheses. Based in the literature review presented in chapter
two (see section 2.3.1.5), it was hypothesized that while moral idealism will have a
positive relationship with ethical recognition, moral relativism will have a negative
relationship with ethical recognition. Tables 4.9 showed the statistical results of
hierarchical linear multiple regression of moral personal philosophy (idealism and

relativism).

H8al: Moral Idealism Has a Significant Positive Relationship with Ethical Recognition

For management accountants, the values of the standardized regression coefficient 3
depicted in Table 4.10 indicate that moral idealism had a positive significant relationship
with ethical recognition in scenario 1 [B =.28, p < .001], scenario 2 [ =.21, p < .05], and

scenario 3 [ =.15, p < .05].

For accounting students, the B provided by Table 4.10 showed that moral idealism had a
positive significant association with ethical recognition in scenario 1 [ =.39, p < .001],
scenario 2 [ =42, p < .001], and scenario 3 [ =.19, p < .05]. Depending on the above
results, it can be concluded that moral idealism had a positive significant relationship

with ethical recognition. Therefore, H8al was accepted for both samples.

H8a2: Moral Relativism Has a Significant Negative Relationship with Ethical Recognition

For management accountants, as it was expected, the values of the standardized
regression coefficient B shown in Table 4.10 revealed that moral relativism had a
negative significant relationship with ethical recognition in scenario 1 [B = -.15, p < .05]
and scenario 3 [ =-.17, p < .05]. For accounting students, the B-values depicted by Table
4.10 indicate that moral relativism had a negative significant relationship with ethical

recognition but only in scenario 2, [B=-.17, p < .05].
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Depending on the above results, it can be concluded that moral relativism had partial
negative significant relationship with ethical recognition for management accounting and
very limited results for accounting students. Therefore, H8a2 was partially supported for

accountants, whereas there was very limited support for it regarding students.
4.4.2.5.1.2 The Relationship between Ethical Climate Types and Ethical Recognition

Past research has concluded that ethical climate has a positive relationship with ethical
decision making process. Therefore, it was expected that ethical climate types within
Libyan companies will have a significant positive relationship with ethical recognition.

Table 4.10 showed the statistical results of multiple regression analysis of ethical climate

types.

H9Ya: Ethical Climate Types Have a Significant Positive Relationship with Ethical Recognition

Table 4.10 shows the values of the standardized regression coefficient B of the four types
of ethical climate within Libyan companies. There were only very few significant results
related to ethical climate types; law and professional codes had only one positive
significant relationship in scenario 3 [} = .21, p < .05], social responsibility had similar
results in scenario 1[p = .18, p < .05], and finally personal morality had negative results

in scenario 1[p =-.18, p < .05]. Thus, there was very limited support for H%a.
4.4.2.5.1.3 The Relationship between Moral Intensity Dimensions with Ethical Recognition

Three hypotheses were devoted to examine the relationship between moral intensity three
dimensions with ethical recognition. A large number of previous empirical studies (see
chapter two, section 2.3.3) revealed positive relationship between magnitude of
consequences and social consensus and ethical recognition, whereas temporal immediacy
has been found to have limited relationship or positive impact. Therefore, it was expected
that all the three examined dimensions will have positive significant relationship with

ethical recognition.
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H10al: Magnitude of Consequences Has a Significant Positive Relationship with
Ethical Recognition

A table 4.10 illustrates the results of both Libyan accountants and students. For
accountants, the values of the standardized regression coefficient B of magnitude of
consequences indicated a significant positive relationship with ethical recognition in
scenario 2[f = .27, p < .001] and scenario 3[p = .17, p < .05]. For students no statistical
significant relationship was found. These results provide only partial support for H10al
for accountants. Thus, HI0al was partially supported for accountants and rejected for

students.

H10a2: Social Consensus Has a Significant Positive Relationship with Ethical
Recognition

From table 4.10, it can be seen that the values of the standardized regression coefficient 3
of social consensus showed positive significant relationship between social consensus
and ethical recognition of management accountant in scenario 3[f = .19, p < .05] and
scenario 4[p = .36, p < .001] and no significant results regarding the ethical recognition
of accounting students. Therefore, Hl0a2 was partially supported for accountants and

rejected for students.

H10a3: Temporal Immediacy Has a Significant Positive Relationship with Ethical
Recognition

The values of the standardized regression coefficient 3 of temporal immediacy shown in
Table 4.10 revealed a significant positive relationship between temporal immediacy and
ethical recognition for Libyan management accountants in the four scenarios, scenarios 1
and 2 [B = .16, p < .05], scenario 3[P = .25, p < .05], and scenario 4[ = .24, p < .05]; for
accounting students, the positive significant relationships were related to scenarios 3[p =
.26, p < .05] and scenario 4[B = .29, p < .05]. Based on these results, HI0a3 was

accepted for accountants and partially supported for students.
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4.4.2.5.2 Ethical judgment

Table 4.11 shows the three models of hierarchical linear multiple regression of Libyan
management accountants. This Table indicates that personal moral philosophy (idealism
and relativism) explained 3% to 11% of the variation in ethical judgment in the first three
scenarios, the model was significant for scenario 1 and 3 (p < .05) and scenario 2 (p <
.001). By including ethical climate types (model 2), these proportions enhanced to
become ranging from 6% to 12% also in the same scenarios, the model also was
significant in the three scenarios. Nevertheless, AR? showed that only scenario 1 was
significantly increased (p < .05). Adding moral intensity dimensions led to statistical
significant improvement in all scenarios, the model was more significant (p < .001 for all
scenarios). AR? for the new model (model 3) indicated a significant increase for all

scenarios (p <.001).

Regarding accounting students, the model of multiple regression consists of two models
starting with individual variables (model 1) and then adding moral intensity dimensions
(model 2). As depicted in Table 4.11, model 1 showed that personal moral philosophy
(idealism and relativism) accounts for 10% of the variation in ethical judgment of
accounting students in scenarios 1 and 2, the model was significant (p < .001). By adding
moral intensity dimensions (model 2), the proportions were improved, they explained
11% to 19% of the variation in ethical judgment of accounting students, and the model
was more significant. The improvements (AR?) were statistically significant in three

scenarios (p-values of scenarios 1 and 3 < .05 and p-value of scenario 4 < .001).
4.4.2.5.2.1 The Relationship between Personal Moral Philosophy and Ethical Judgment

The relationship between personal moral philosophy and ethical judgment was examined
by testing two hypotheses. Based on previous empirical studies results shown in chapter
two, section 2.3.1.5, it was expected that while moral idealism will have a positive
significant relationship with ethical judgment, moral relativism will have a negative

significant relationship with ethical judgment. Tables 4.11 provided the results regarding
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the relationship between personal moral philosophy and ethical judgment of Libyan

management accountants and accounting students.

Table 4.11 Hierarchical Regression Results of Ethical Judgment

Management A ccountants

Variables & Scenario 1 Scenario 2 Scenario 3 Scenario 4
Scenarios B | StE B B [ StE B B | StE B B St.E B
Constant 273 | .52 217 | .55 246 | .62 274 .63
Model Idealism 41 12 24* .62 13 32k 37 .14 18* 22 .14 11
one Relativism -.04 .08 -.04 -21 .09 -.16* -.19 .10 -.09 -.02 .10 -.01
R2 (F) .05 (6.08*) A1 (13.37%%) .03 (3.66%) .01 (1.20)
Constant 285 | .54 2.13 | .59 2.12 | .65 243 .67
Idealism 41 12 24% .62 13 32%% 32 .14 A5% 17 15 .08
Relativism | -.04 .08 -.03 -22 | .09 -17% -.13 .10 -.10 -.02 .10 -.02
LC .09 .09 .09 .08 .10 .07 15 A1 12 25 11 19%
Model
two CI .04 .09 .04 .04 .10 .04 .01 A1 .01 - 11 11 -.10
SR .03 .10 .03 -.03 A1 -.03 A1 12 .09 .04 12 .03
PM -.24 .07 -25% -.09 .08 .08 -11 .08 -.10 -.06 .09 -.05
R2 (F) 11 (4.27%%) 12 (4.76%%) 06 (2.35%) 04 (1.45)
AR? (FA) .05 (3.23%) .01 (0.51) .03 (1.67) .03 (1.58)
Constant 249 | .56 .88 .61 A48 .63 43 58
Idealism 40 12 23% 53 12 28®* 24 13 12 .04 12 .02
Relativism -.06 .08 -.05 =12 .08 -.10 -.05 .09 -.03 .03 .08 .02
LC .08 .09 .07 .01 .09 .01 A1 .10 .09 .19 .09 A5%
Model Cl .01 .09 .01 -.01 .09 -.01 -.01 .10 -.01 -11 .09 -.10
three SR .02 .10 .02 .01 .10 .01 .02 A1 .02 .06 .10 .05
PM =22 .07 -24* -.05 .07 -.05 -01 .08 -.01 -.05 .07 -.05
MC -.01 .06 -.01 15 .07 A7%* .08 .08 .08 .26 .07 26%*
SC .04 .05 .05 A1 .05 A3* 32 .06 33k 27 .06 28%E
TI .16 .05 21% 15 .07 A7%* .18 .07 9% 22 .07 22%
R2 (F) .15 (4.16%%) .22 (6.63*%) .26 (8.16%%) .38 (14.25%%)
AR? (FA) .04 (3.64%) .10 (9.28%%) .20 (18.63**) .34 (38.33%%)
Accounting Students
Variables & Scenario 1 Scenario2 Scenario3 Scenario4
Scenarios B | StE B B | StE B B [ StE B B StE B
Constant 257 1 .50 2.02 | .85 223 | .88 1.46 .87
Model Idealism 40 11 29%* .76 .19 3% 31 .20 13 42 .20 A8*
one Relativism .09 .10 .07 =33 17 -.16% .03 18 .01 .03 18 .01
R2 (F) .10 (8.07%%) .10 (8.18%*%) .02 (1.4) .03 (2.50)
Constant 280 | .54 1.61 | .97 1431 94 .16 .86
Idealism .39 11 28°% .76 20 32%% .16 .20 .07 23 .19 .10
Relativism .08 .10 .06 -32 18 -.15 .05 18 .03 .07 .16 .03
Model MC .09 .06 .14 .06 .09 .06 .02 .09 20 12 .09 11
two SC - 11 .04 -20% .08 .08 .07 13 .09 13 12 .09 11
TI -.04 .05 -.06 -.02 .09 -.02 25 .09 24% 33 .09 S1E
R2 (F) .15 (5.30%%) .11 (3.55%) A1 (3.51%) .19 (6.92%%)
AR? (FA) .06 (3.21%) .01 (0.51) .09 (4.83%) .16 (9.57*%)

LC: Law and codes; CI: Company interest; SR: social responsibility; PM: Personal morality; MC:
Magnitude of consequence; SC: Social consensus; TI: Temporal immediacy; *p < .05;**p< .001
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H8b1: Moral Idealism Has a Significant Positive Relationship with Ethical Judgment

For management accountants, the values of the standardized regression coefficient 3
depicted in Table 4.11 indicate that moral idealism had a positive significant relationship
with ethical judgment in scenario 1 [ =.23, p < .05] and scenario 2 [} =.28, p < .001].
With respect to accounting students’ B-values provided by Table 4.11 revealed that moral
idealism had a positive significant relationship with ethical judgment in scenarios in
scenario 1[B = .28, p < .05] and scenario 2[P = .32, p < .05]. Since the above results for
both accountants and students were statistically significant in scenarios 1 and 2, H8b1

was partially supported for both samples.

H8b2: Moral Relativism Has a Significant Negative Relationship with Ethical Judgment

The values of the standardized regression coefficient B depicted in Table 4.11 indicated
no significant relationship between moral relativism and ethical judgment for both

Libyan management accountants and accounting students. Therefore, H8b2 was rejected.
4.4.2.5.2.2 The Relationship between Ethical Climate Types and Ethical Judgment

Based on the literature of business ethics, it was expected that ethical climate types
within Libyan companies will have a positive significant relationship with ethical
judgment. Table 4.11 shows the statistical results of multiple regression analysis of

ethical climate types.

H9b: Ethical Climate Types Have a Significant Positive Relationship with Ethical Judgment

As depicted in Table 4.11, the values of the standardized regression coefficient § of the
four types of ethical climate within Libyan companies revealed very limited results. Only
two significant results were found, one related to law and code in scenario 4 [ =.15, p <
.05] and the other related to personal morality in scenariol [ =-.24, p < .05]. Thus, there

was very limited support for H9b.
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4.4.2.5.2.3 The Relationship between Moral Intensity Dimensions and Ethical Judgment

The relationship between moral intensity dimensions and ethical judgment was examined
through setting three hypotheses. Similar to ethical recognition, much research showed
that the three moral intensity dimensions examined here have statistical significant
positive relationship with ethical judgment (see chapter two, section 2.3.3). Accordingly,
it was hypothesized that the three dimensions will have a positive significant relationship

with ethical judgment.

HI10bl: Magnitude of Consequences Has a Significant positive Relationship with
Ethical Judgment

Table 4.11 shows the values of the standardized regression coefficient B of magnitude of
consequences of both accountants and students. The results were only statistically
significant for management accountants in scenario 2 [f3 = .17, p < .05] and scenario 4 [
= .26, p < .001]. Therefore, HI0b1 was partially supported for accountants and rejected

for students.

H10b2: Social Consensus Has a Significant Positive Relationship with Ethical
Judgment

From table 4.11, it can be seen that the values of the standardized regression coefficient 3
of social consensus showed significant positive relationship with ethical judgment for
management accountants in scenario 2[f3 = .13, p < .05], scenario 3 [B = .33, p < .001],
and scenario 4[p = .28, p < .001]. For accounting students, there was only one negative
significant relationship in scenario 1[f = -.20, p < .05]. Therefore, HI10b2 was accepted

for accountants and rejected for accounting students.

H10b3: Temporal Immediacy Has a Significant Positive Relationship with Ethical Judgment

The values of the standardized regression coefficient § of temporal immediacy shown in
Table 4.11 indicate a positive significant relationship between temporal immediacy and
ethical judgment in all scenarios for Libyan management accountants, scenario 1[f = .21,

p < .05], scenario 2[B = .17, p < .05], scenario 3[B = .19, p < .05], and scenario 4[p = .22,

166



p < .05]; for accounting students, there were positive significant results in scenario 3[3 =
24, p < .05] and scenario 4[f = .31, p < .001]. Therefore, HI10b3 was accepted for

management accountants and partially supported for accounting students.
4.4.2.5.3 Ethical Intention

The three models depicted in Table 4.12 indicate the impact of personal moral philosophy
(idealism and relativism), ethical climate types, and moral intensity dimensions on ethical
intention of Libyan management accountants. It can be seen that personal moral
philosophy explained 4% to 10% of the variation in ethical intention in all scenarios, the
model was significant for all scenarios (p < .001 for scenariol and p < .05 for the other
three scenarios). When ethical climate types were added (model 2), the proportions were
improved and explained the variation of 8% to 14% in management accountants’ ethical
intention in the first three scenarios, the model for these scenarios was still significant (p
< .001 in scenario 1 and < .05 in scenarios 2 and 3. Only the increase in scenario 3 was
significant (p < .05). By adding the dimensions of moral intensity enhanced the model of
multiple regression (model 3), the three variables together account for 21% to 40% of the
variation of ethical intention. These increases (AR2) were statistically significant in all
scenarios (p < .05 in scenario 1 and < .001 in scenarios 2, 3 and 4). Additionally, Table
4.12 indicates that while adding ethical climate types enhanced slightly the ability to
predict the ethical intention of management accountants, including the dimensions of
moral intensity improved largely the ability to predict the ethical intention of
management accountants, the model was more significant (p < .001 in scenarios 2, 3, and

4 and < .05 in scenariol)

With respect to accounting students, model 1 as shown in Table 4.12 revealed that
personal moral philosophy (idealism and relativism) explained little variation in their
ethical intention; the model was significant in only scenario 2. When moral intensity
dimensions were added, they largely explained 20% to 25% of the variation in the ethical
intention of students; the model was more significant for all scenarios (p < .001). The

increases (AR?) were statistically significant in all scenarios (p < .001).
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Table 4.12 Hierarchical Regression Results of Ethical Intention

Management Accountants

Variables & Scenario 1 Scenario 2 Scenario 3 Scenario 4
Scenarios B | StE B B [ StE B B | StE B B St.E B
Constant 1.97 | .60 4.16 | .75 227 | .69 4.56 .70
Model Idealism .65 .14 32k 21 17 .08 40 .16 A7% -.07 .16 -.03
one Relativism -23 .09 -.16* -.43 A1 -25%% -.19 A1 -.12 -.28 11 - 18%
R2 (F) 10 (12.54%%) .06 (7.15%) .04 (4.04%) .04 (3.93*)
Constant 195 ] .63 79 1.77 | .72 4.50 74
Idealism .64 14 ) kot 17 17 .07 34 .16 5% -.08 .16 -.04
Relativism =23 .10 -16* -46 12 - 27%% =22 A1 -14%* -.29 11 -18%
Model LC -.02 11 -.02 17 13 11 .19 12 13 .01 12 .01
two CI .09 12 .08 A1 13 .08 .10 12 .08 .08 12 .06
SR .14 12 11 -.03 14 -.02 .07 13 .05 .08 13 .06
PM =21 .08 -18* -.09 .10 -.07 -13 .09 -.10 -.14 .09 -11
R2 (F) 14 (5.62%%) .08 (3.20%) .08 (3.01%) .05 (1.85)
ARZ (FA) .03 (2.04) .02 (1.20) 04 (2.43%) 01 (0.81)
Constant 1.25 | .65 1.38 | .76 -.64 | .65 2.05 .65
Idealism .60 13 29%:% 01 15 .01 22 13 .10 -23 .13 -.10
Relativism =23 .09 -16% -.28 A1 -16* =11 .09 -.07 =21 .09 -14%
LC -.06 .10 -.05 .03 12 .02 15 .10 A1 -.04 .10 -.03
Model CI .09 11 -.07 .02 12 .01 .07 .10 .06 .08 .10 -.06
three SR A1 11 -.09 .06 13 .04 -.01 11 -.01 11 11 -.08
PM -.17 .08 -15% -.02 .09 -.02 .02 .08 .02 -.12 .08 -.09
MC 13 .07 4% .29 .08 25% .33 .08 31 27 .08 24*
SC .02 .05 -.03 .36 .07 33k 23 .06 22%% 23 .06 21%%
TI .16 .06 A7% .16 .08 .13 21 .08 20% .35 .08 R okl
R2 (F) .21 (5.98%%) .30 (9.98*%) .37 (13.80%%) .40 (15.94%*)
AR2? (FA) 07 (5.92%) .22 (21.68%*) 29 (32.72%%) .36 (42.02%%)
Accounting Students
Variables & Scenario 1 Scenario2 Scenario3 Scenario4
Scenarios B | StE B B [ StE B B | StE B B St.E B
Constant 423 | .79 3451 1.02 2551 .93 1.64 .86
Model Idealism 24 18 12 51 23 18* 45 21 18* 47 .20 20%
one Relativism -.31 .16 -17% -.56 21 -23% -32 1 .19 -.14 -.07 17 -.04
R2 (F) .03 (2.30) .06 (4.83%) .04 (2.94) .04 (2.83)
Constant 376 | .79 95 | 1.06 94 94 .05 .83
Idealism .16 .16 .08 32 22 11 26 20 .10 28 .18 12
Relativism -27 14 -.14 -.36 .19 -15 -25 18 -11 -.03 .16 -.02
Model MC 21 .08 21% 29 .10 19% .16 .09 14 .16 .09 15
two SC -25 .06 =31 13 .09 A1 15 .09 14 .19 .08 A7*
TI .19 .07 2244 .37 .10 30** 32 .09 29% 32 .09 30%*
R2 (F) .22 (7.96%%) 22 (8.15%%) .20 (7.26%%) .25 (9.43%%)
ARZ? (FA) .19 (11.40%*) .16 (9.78*%) 17 (9.79%%) 21 (13.35%%)

LC: Law and codes; CI: Company interest; SR: social responsibility; PM: Personal morality; MC:
Magnitude of consequence; SC: Social consensus; TI: Temporal immediacy; *p < .05;**p < .001
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4.4.2.5.3.1 The Relationship between Personal Moral Philosophy and Ethical Intention

Two hypotheses were set to investigate the relationship between personal moral
philosophy and the ethical intention of Libyan management accountant and accounting

students.

Similar to the first two stages of ethical decision making, most previous empirical studies
(see Chapter two, section 2.3.1.5) indicate that moral idealism has a positive relationship
with ethical intention, whereas moral relativism has a negative relationship with ethical
intention. Table 4.12 shows the statistical results of multiple regression analysis of

personal moral philosophy (idealism and relativism).

H8cl: Moral Idealism Has a Significant Positive Relationship with Ethical Intention

The values of the standardized regression coefficient  shown in Table 4.12 indicates that
moral idealism had a positive significant relationship with ethical intention in scenario
1[B = .29, p <.001] for management accountants and no significant results for accounting
students. Therefore, there was very limited support for H8cl for management

accountants and no support for accounting students.

HS8c2: Moral Relativism Has a Significant Negative Relationship with Ethical Intention

The values of the standardized regression coefficient § depicted in Table 4.12 show, as
expected, a negative significant relationship between moral relativism and ethical
intention in scenarios 1[f =-.16, p <.05], 2[B =-.16, p < .05], and 4[B = -.14, p < .05] for
accountants and scenario 2[3 = -.15, p < .05] for students. Therefore, H8¢2 was supported

for management accountants and very limited supported for accounting students.
4.4.2.5.3.2 The Relationship between Ethical Climate Types and Ethical Intention

Based on the literature of business ethics related to the impact of ethical climate on

ethical decision making presented in chapter two, it was expected that ethical climate
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types in Libyan companies will have a positive relationship with ethical intention of
Libyan accountants. Table 4.12 provides the statistical results of multiple regression

analysis of ethical climate types.

HYc: Ethical Climate Types Have a Significant Positive Relationship with Ethical Intention

The results shown in Table 4.12 depicted the values of the standardized regression
coefficient B of the four types of ethical climate within Libyan companies. Only one
negative significant result was found in relation to the relationship between ethical
climate types and ethical intention; this result was related to personal morality (type 4) in

scenario 1[p =-.15, p < .05]. Therefore H9¢ was rejected.
4.4.2.5.3.3 The Relationship between Moral Intensity Dimensions and Ethical Intention

Three hypotheses were set to test the relationship of moral intensity dimensions with
ethical intention of Libyan accountants and students. Similar to the results related to the
relationship of moral intensity dimensions with both ethical recognition and ethical
judgment, past research indicates a positive significant relationship with ethical intention.
Based on this, it was expected to find out a positive significant relationship between the

dimensions of moral intensity and ethical intention.

H10cl: Magnitude of Consequences Has a Significant positive Relationship with
Ethical Intention

From Table 4.12, it can be seen that the values of the standardized regression coefficient
B of magnitude of consequences indicated a positive significant relationship with ethical
intention of management accountants in the four scenarios, scenario 1[ = .14, p < .05],
scenario 2[p = .25, p < .05], scenario 3[pB = .31, p < .001], and scenario 4[ = .24, p <
.05]; for accountants there were positive significant relationships in scenarios 1[ = .21, p
< .05] and scenario 2[f = .19, p < .05]. Thus, HI0cl was accepted for management

accountant and partially supported for accounting students.
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H10c2: Social Consensus Has a Significant Positive Relationship with Ethical Intention

Similar to the results of the relationship of magnitude of consequences with ethical
intention, the results shown in Table 4.12 indicate that social consensus had a positive
significant relationship with ethical intention for management accountants in scenarios
2[B = .33, p < .001], 3[B = .22, p < .001], and 4[B = .21, p < .001]. For accounting
students, social consensus had a negative significant relationship with ethical intention in
scenario 1[ =-.31, p <.001] and a positive significant relationship in scenario 4[p = .17,
p < .05]. Therefore, H10c2 was supported for accountants and there was very limited

support for students supported.

H10c3: Temporal Immediacy Has a Significant Positive Relationship with Ethical Intention

The values of the standardized regression coefficient f§ of temporal immediacy depicted
by Table 4.9 indicated that temporal immediacy had a positive significant relationship
with ethical intention for accountants in scenario 1[3 = .17, p < .05], scenario 3[p = .20, p
< .05], and scenario 4[p = .31, p < .001]; for accounting students, there were positive
relationships in the four scenarios, scenario 1[f = .22, p < .05], scenario 2[p = .30, p <
.001], scenario 3[B = .29, p < .05], and scenario 4[B = .30, p < .001]. Thus, it can be
concluded that H10c3 was supported for both groups.

4.5 Summary

This chapter presented the results of the impact of individual factors, organizational
factors, and moral intensity dimensions on ethical decision making process. Ten
hypotheses were mainly set and tested by using one-way between-groups analyses of
variance (ANOVA), independent samples t-test, and hierarchical linear multiple
regression analysis. Table 4.13 provides a summary of the hypotheses results which show
that the majority of moral intensity dimensions hypotheses were accepted. Generally
speaking, the results indicated that moral intensity dimensions (magnitude of
consequences, social consensus, and temporal immediacy) and personal moral idealism
were the strongest predictors of ethical decision making stages among all variables

examined in this study. However, these results generally show only weak to moderate
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relationships with ethical decision making stages. Moreover, age, gender, educational

level, and moral relativism had limited relationships with ethical decision making

process. The next chapter are devoted to discuss in depth and interpret these results.

Table 4.13 Hypotheses Summary

Variables & Ethical Recognition Ethical Judgment Ethical Intention
EDM stages Accountants Students Accountants Students Accountants Students
Individual Variables

Age PS FR FR FR FR PS
Gender PS FR FR FR FR FR
Educational Level FR - FR - PS -
Work Experience LS - FR - FR -
Idealism FS FS PS PS LS FR
Relativism PS LS FR FR FS LS
Organizational Variables

size FR - LS - LS -
Type of Industry FR - FR - FR -
Code of Ethics FR - FR - FR -
Ethical Climate LS - LS - FR -
Moral intensity Dimensions

Magnitude of Consequences PS FR PS FR FS PS
Social Consensus PS FR FS FR FS PS
Temporal Immediacy FS PS FS PS FS FS

FR: Fully rejected; LS: Limited support; PS: Partially supported; FS: Fully supported
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Chapter Five

Discussion and Conclusion

5.1 Introduction

The purpose of this study was to gain a better understanding of the association of

individual variables, organizational variables, and moral intensity dimensions with ethical

decision making process within the field of accounting, particularly management

accountants and accounting students in Libya. The study set out four specific aims:

1.

2.

3.

4.

To identify what types of ethical issues are faced by management accountants

within Libyan companies;

To determine the relationship between individual variables (age, gender,
educational level, work experience, and personal moral philosophy) and the
decision making process of Libyan management accountants and accounting

students;

To determine the relationship between organizational variables (codes of ethics,
ethical climate, organizational size, and industry type) and the decision making

process of Libyan management accountants; and

To determine the relationship between moral intensity dimensions (magnitude of
consequences, social consensus, and temporal immediacy) and the decision

making of Libyan management accountants and accounting students.

The aim of this chapter is to discuss and interpret the results concerning these aims and to

identify and discuss the study’s contribution to knowledge. The chapter is organized in

five sections. The first section is devoted to discussing the results related to the ethical

issues that were recognized by Libyan management accountants as frequently facing

them at their workplace. The second section discusses the results concerning the

association of individual variables, the impact of organizational variables, and the
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influence of moral intensity dimensions on ethical decision making process of Libyan
management accountants and accounting students. Section three is concerned with the
contribution this study has made. Section four discusses some of the limitations of this
study and the opportunities for future research. The conclusion is presented in the last

section.

5.1 Discussion of Results

In an attempt to achieve the aims of the study, an extensive review of the relevant
theoretical and empirical literature was conducted (see Chapters One and Two). Several
variables have been hypothesized, and some found, to have different levels of
relationship with the process of ethical decision making. Along with identifying the
relationship between the stages of ethical decision making, the literature of ethics has
come to a conclusion that there are several factors that can be grouped into three main
categories of variables (individual variables, organizational variables, moral intensity
dimensions) which have different type and level of relationship with the stages of ethical
decision making (see Chapter Two). A questionnaire including four scenarios was
developed and distributed to participants for data collection to achieve the aims of the
study (see Chapter Three). The study used descriptive analysis (means and standard
deviation) and advanced statistical techniques (e.g., ANOVA and Hierarchal Multiple
Regression) to analyse the data collected (Chapter Four). A summary and discussion of
the major results emerging from the analysis in Chapter Four is presented in the

following three sections.

5.1.1 Ethical Issues within Libyan Management Accounting Environment

One of the aims of this study was to find out what kind of ethical issues might exist
within the Libyan management accounting context. Several ethical issues were presented
to the Libyan management accountants to see how important these issues are and to what

extent they occur. On average, the presented ethical issues were seen by Libyan
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management accountants as important ethical issues. They indicated that some of these

issues are quite often found at their workplace. The following issues were highlighted:

1. Unfair distribution of the company's resources and budgets between individuals
and groups within departments, divisions, and subsidiaries.

2. Injustice in distributing the company's resources and budgets between projects
and programmes.

3. The use of power to distort or prevent open debate and discussion regarding
company policies and decisions.

4. Misuse of equipment and computer information systems.

5. Managers’ use of discrimination and nepotism when dealing with accountants.

In their qualitative and quantitative study, Fisher & Lovell (2000) reported several
common ethical issues (or ethical problems as they sometimes call them) that face CIMA
members at their workplace. They classified these issues into eight categories (see
Chapter One, section 1.3). In general, the results indicate that the ethical issues within
Libyan companies do not differ from those which have been found in the UK. For
example, the first two points shown above are similar to ethical issues reported and
classified by Fisher and Lovell under the distributive justice category. Also, issues related
to the use of power within the company to gain personal benefit relate to the fifth
category of Fisher and Lovell classification (i.e. bullying). Possible explanation of these
issues may be because management accountants perform similar tasks within their

organizations regardless of the country they live in, with similar issues emerging.

Using discrimination and nepotism, however, is an additional issue reported by the
Libyan management accountants. This issue was not reported by Fisher and Lovell study.
As mentioned earlier in Chapter One that family, clan, and tribe play a significant role in
the Libyan society’s life and individuals’ relationships with each other. In fact, this
structure, which is part of the Islamic culture and Arabic tradition, can be considered a
very good thing. However, these relationships and family connections can play a more

important role in many decisions regarding business and career promotion than practical
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experience or academic qualification. Thus, individuals’ ethical behaviours are more
likely to be influenced by many members within the society. This can be possible

explanation of finding this issue within Libyan companies.

Although Libyan management accountants indicated that most of the remaining presented
ethical issues occasionally exist within Libyan companies, they indicated that there are
several ethical issues that occur more than occasionally within their companies. These

ethical issues are related to:

1. Leaving the company because of having different ethical principles;
Manipulating books (e.g., through costing method) for personal interest;
Using insider information for personal gain;

Accountants recasting information to justify a particular budget allocation; and

A

Accountant deliberately did an illegal or an unethical action and was given a
second chance to work for the company.

Similar to Fisher and Lovell’s classification, these issues can be categorized into issues
related to matter of principle (point 1), rule-bending (point 2), confidentiality (point 3),

economy with the truth (points 4), and giving and withdrawing trust (point 5).

Although Libyan management accountants perceived all the presented issues as important
ethical issues, they indicated that some of these issues were not frequently occur within
Libyan companies. Adjusting information or bending the rules to avoid being bullied by
customer, accountants' trustworthiness 1is suspected by management, adjusting
information or bending the rules to avoid being bullied by managers, and disclosing
confidential information to people outside the company are examples of these issues. The
difference between this result and Fisher and Lovell study may be because of the method
used for collecting data by both studies. For example, only some of the interviewees
reported these issues. Economic and cultural factors could be another reason; while the
UK is a developed and western country that has different aspect of cultural factors, Libya

is a developing and an African country shaped by Islamic religion and Arabic traditions.
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5.1.2 Individual Variables and Ethical Decision Making

Several individual variables have been hypothesized, and some found, to have a positive
or negative significant relationship with ethical decision making stages (see Chapter Two,
section 2.3.1).The data of this study indicate that, on average, Libyan management
accountants and accounting students recognized the ethical issues within each scenario,
judge them as unethical issues, and had no intention to behave unethically regardless of

the effect of their individual categories.

The results depicted in Chapter Four indicate that moral idealism was the individual
variable that had the strongest positive significant relationship with the three stages of
ethical decision making for both management accountants and accounting students.
Moral relativism was found to be negatively related (less strongly than idealism) to the
ethical decision making of Libyan management accountants and accounting students.
These results are consistent with the results in prior studies (e.g., Dubinsky et al., 2004;
Sparks & Hunt, 1998; Yetmar & Eastman, 2000). O'Fallon and Butterfield (2005) in their
review of the empirical ethical decision making literature came to the conclusion that
idealism and relativism revealed fairly consistent results over the last few decades of
ethical research. They concluded that idealism was positively related to ethical decision

making, while relativism was negatively associated with ethical decision making.

Since Libyan management accountants and accounting students tend to give higher
weight to idealistic rather than to relativistic moral philosophies when making their
ethical decisions, this indicates that they would be labelled as “absolutists” (high idealism
and low relativism) or those who believe that their actions should respect universal moral

rules, and produce positive consequences for all those involved (Forsyth, 1992).

Several empirical ethics studies regarding personal moral philosophy conducted in
Muslim countries such as Egypt (Attia, Shankarmahesh, & Singhapakdi, 1999; Marta et
al., 2003), Jordan and Saudi Arabia (Marta et al., 2004), UAE (Al-khatib, Rawwas, &
Swaidan, 2005), Morocco (Oumlil & Balloun, 2008), and Indonesia (Lu & Lu, 2010)
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have shown similar results that Muslim people are more idealistic and less relativistic.
The Islamic tradition places ethical/social activity ahead of individual profit
maximization (Beekun et al., 2008; Rice, 1999). Also, Islam urges strict compliance with
the moral dictates of the Quran; therefore, followers of this belief tend to be more
idealistic and less relativistic (Abeng, 1997). In Libya, Islam is the major source of the
written laws and most of the legal environment surrounding business transactions (Kilani,
1988). Therefore, the strict adherence to the tradition of Islamic religion in Libya would

strengthen deontological norms and codes of ethics in the individuals’ ethical system.

The influence of Islam could be one possible explanation of that idealism had a positive
relationship with ethical decision making stages but actually when this result are
compared with the results that have been found in non-Muslim countries (Al-Khatib et
al., 1997; Erffmeyer, Keillor, & LeClair, 1999; Van Kenhove, Vermeir, & Verniers,

2001), this explanation might be questioned.

In their study, Sparks and Hunt (1998) also found similar results, especially the negative
relationship of moral relativism with ethical decision making stages. They suggested two
reasons to explain this relationship. First, the disbelief in moral absolutes might reduce
the likelihood of ethical violations standing out among other issues. In a world where all
issues are relativistic shades of gray, ethical issues might blend in with everything else.
Second, relativists might consider ethical issues in general to be less important than

idealists.

These results imply that one approach that could be considered is to enhance the ethical
decision making process within Libyan business environment is to encourage idealistic

philosophy and discourage relativistic philosophy among Libyan accountants.

In relation to demographic variables, there were only a few significant differences in
ethical recognition and ethical intention of management accountants based on their age,
gender, and level of education. These differences were found in scenarios 2

(manipulating company books) and 4 (extending questionable expenditure credit). This
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provides an indication that these differences might be attributed to the characteristics of

these scenarios; this will be discussed later in this chapter.

Age had very limited significant relationship with ethical decision making stages; older
management accountants were different from younger accountants only in ethical
recognition stage (scenarios 2, 4) and older accounting students were different from
younger students in the stage of ethical intention (scenarios 1, 2). Several researchers
have investigated the relationship of age with ethical decision making stages and reported
few or no significant results too (e.g., Barnett & Valentine, 2004; Cagle & Baucus, 2006;
Callan, 1992; Izraeli, 1988; Jones & Gautschi, 1988; Marta et al., 2004; McMahon &
Harvey, 2007). Additionally, In their meta-analysis, Borkowski & Ugras (1998) reviewed
35 business ethics studies and found that 29% indicated positive a association between
age and ethical decision making, while 20% reported mixed results and the majority 51%

showed no significant relationship.

The result of educational level also does not conflict with several empirical studies (e.g.,
Chan & Leung, 2006; Sparks & Hunt, 1998). Educational level was found to have only
significant relationship with the stage of ethical intention of management accountants in
scenarios 2 and 4, whereas it had no significant relationship with ethical recognition and

ethical judgement.

Moral development might be one reason of no difference based on age and education
level. The literature of moral cognitive development indicated that without intervention
or an appropriate environment, the majority of adult people will never exceed the
conventional level suggested by Kohlberg’s model (Steven et al., 2006). Also, past
research has demonstrated that accountants tend to be at Stage 4 of moral development or
lower (Green & Weber, 1997; Hiltebeitel & Jones, 1992; Jones & Hiltebeitel, 1995). This
might indicate that the results of the study provide only limited support for Kohlberg’s
theory that age and education have positive relationship with ethical decision making
process. One reason may be that younger accountants and students are already mature or,

on the other hand, the older accountants and students did not develop, which means that
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the accountants did not change much as they aged. It is worth mentioning here that we do
not know which stages Libyan participants are at since this study was not interested to
investigate their cognitive moral development. Another reason might be that the Libyan
accounting education failed to prepare Libyan accountants to deal with such issues.
Formal education is regarded as one means of intervention conductive to moral
development. Researchers have repeatedly reported that moral development is highly
associated with the level of education (Armstrong et al., 2003; Steven et al., 2006), but
this presumably depends on the nature of the education. Moreover, it has been argued that
if there are ethical failures in accounting practice it is therefore probable that at least
some of the responsibility must be laid at the door of the education (Gray et al., 1994).
Libyan accounting education (personal experience, over five years), as in many
developing countries, tends to be mechanistic and emphasizing rote learning. One
criticism for this kind of education is that students thinking may not be critically
encouraged and developed and therefore their abilities and skills to recognize several

issues including ethical issues may be limited.

The dearth of integrating ethics into accounting education has been debated in recent
years in many countries where big names such as Enron, HealthSouth, Tyco, and
WorldCom have collapsed as a result of accounting scandals. Integrating ethics into the
accounting curriculum has been theoretically and empirically investigated in the literature
of business ethics for decades (Awasthi & Staehelin, 1995; Bampton & Cowton, 2002b;
Cowton & Cummins, 2003; Hiltebeitel & Jones, 1991; Loeb, 1988; Ponemon, 1993;
Ponemon & Glazer, 1990).

Researchers have argued that the inclusion of ethics in accounting curricula may help
practitioner cope better with real ethical issues they encounter (Ward, Ward, & Deck,
1993). Loeb (1988) suggested several possible goals of including ethics in accounting
education. These include: 1) relate accounting education to ethical issues, 2) encourage
students to recognize issues in accounting that involve ethical content, 3) develop the

abilities to deal with ethical conflicts, and 4) set the stage for a change in ethical
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behaviour. In this respect, also Wright (1995) claims that education is the best means of
developing good ethical behaviour in the modern business environment. Moreover,
Bampton and Maclagan (2005) suggest that ethical thinking is a generic competence, and

ideally should be part of every curriculum.

The present results may suggest that integrating courses of ethics in accounting education
or revising educational practice in higher education and paying more attention to ethical
training within Libyan companies could enhance the process of ethical decision making
of Libyan accountants. It should be mentioned here that this issue may not have been yet
considered by the Libyan higher education. For example, the Centre for Quality
Assurance and Accreditation for Higher Education Institutions in Libya, which was
recently established, did not include any type of ethical material in its suggested curricula
for Libyan universities (Centre for Quality Assurance and Accreditation for Higher

Education Institutions, 2008).

There were no significant differences in the ethical decision making process of Libyan
management accountants based on work experience. Several empirical ethics studies
have reported similar results (Nill & Schibrowsky, 2005; Roozen et al., 2001). O'Leary &
Stewart (2007) found a little evidence of the possible impact of work experience but
argued that the direction of the relationship is still ambiguous. In their review, O'Fallon
and Butterfield (2005) came to the conclusion that the literature of business ethics in
relation to the relationship of work experience with individuals’ ethical decision making
reports inconsistent results. This result also may indicate that there are other reasons such
as religion and cultural factors (e.g., collectivism/collectivism, power distance and
uncertainty avoidance) that might relate to the process of ethical decision making.
Another possible explanation may be Libyan companies did not pay any attention to the
unethical issues, that contributed to the collapse of many organizations around the world,

when training their employees.

Regarding the differences in ethical decision making based on gender, female and male

accounting students here react similarly to ethically sensitive situations in an accounting
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context. The result is consistent with a large number of previous studies of no gender
differences in ethical decision making (e.g., Barnett & Valentine, 2004; Conroy &
Emerson, 2004; Fleischman & Valentine, 2003). Also, the result supports the study of
Sweeney and Costello (2009), which used similar scenarios to examine accounting
students’ ethical decision making stages and found no significant gender differences in
ethical decision making process. Loe et al. (2000) have argued that the impact of using
student samples on gender differences in previous studies has been questioned, as
students are inexperienced in both life and the workplace. This seems to be true within
Libyan accounting universities context as all accounting students participated in this
study had no work experience. Therefore, it may be the case here that this inexperience
has so significant impact on both genders that it prevents any gender differences

emerging.

However, any significant results that are reported tend to be that females are ethically
more sensitive than males (see Chapter Two), yet female management accountant were
significantly less sensitive than their male counterparts in recognizing the ethical issues in
two of the four scenarios — though no significant difference were found in ethical
judgment and ethical intention based on gender. The significant result of this study,
especially ethical recognition, is only consistent with the study of Marques and Azevedo-
Pereira (2008), who found that chartered accountants males were significantly more
ethical than chartered accountants females in two of five scenarios. It is argued that
ethical gender differences may be attributed to other reasons such as age or years of
experience (Dawson, 1997). The majority of female management accountants (14% out
of 25%) who participated in this study seem to be younger than their male counterparts;
their ages were 35 years or less. Also, there were only 6% out of 25% of them who have
15 years of work experience, whereas 39% out of 75% who were males have 15 years or
more of work experience. Future research is needed to see whether these differences are

likely based on these variables or not.
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5.1.3 Organizational Variables and Ethical Decision Making

The literature of business ethics indicates that individuals’ ethical decision making
processes can be significantly different depending on the environment the individuals
work in. Although several organizational variables such as ethical climate, code of ethics,
and level of management have been found to have significant relationship with ethical
decision making process (O'Fallon & Butterfield, 2005; Trevifio et al., 1998), this seems
not to be true within Libyan companies. The results of the four variables investigated
here (i.e., ethical climate, code of ethics, industry type, and organizational size) revealed
that only very limited significant relationships were found between ethical climate types
and the stages of ethical decision making in one scenario (scenario 1). This result does
not mean that management accountants did not recognize the ethical issues within each
scenario since they, on average, achieved a mean score of 3 or above in the level ethical
recognition and ethical judgment and a mean score of 2.9 or less for ethical intention in

the four scenarios regardless of the effect of these variables.

There was no difference in ethical decision making stages between those who stated that
their companies have a code of ethics and those who stated not. Also, there were no
differences based on size or industry type. Several researchers (Cooper & Frank, 1997;
Laczniak & Inderrieden, 1987; Verschoor, 2002) have argued that a code of ethics per se
may not be sufficient to significantly influence the ethical decision making process.
Laczniak and Inderrieden (1987) claim that code of ethics may associate with the process
of ethical decision making only when combined with sanctions. Rottig & Heischmidt
(2007), who found no significant relationship between the existence of code of ethics and
ethical decision making, suggested that code of ethics should be systematically and
empirically examined in conjunction with additional determinants of ethical decision
making such as ethical training. Thus, along with code of ethics, future research within
Libyan context should include other organizational factors such as rewards and sanctions,

and ethical training.
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An alternative explanation for this result may be related to the other factors such as
ownership and type of market (planned market such as in Libya). In state-owned
organizations, Agarwal and Malloy (1999) found that organizational variables were not a
significant determinant of ethical decisions. They suggested that the organizations may
have relatively limited control or influence over their members. As seen in Chapter Four,
the majority of management accountants (65%) work within companies that are owned
100% by the state and (18%) joint venture with other parties. Therefore, this could be a
possible reason for no significant relationships between organizational variables and
management accountants’ ethical decision making stages. Traditionally, different
organizations in the public sector may be quite similar in terms of their culture regardless
of their types (banks, manufacturers, non-profit organizations, etc.). This may be because
they are resourced by similar means. If these companies operate in a free market where
their features are different from those that operate in a non-free market, code of ethics,
size, and type of industry may have significant relationship with the ethical decision
making process. Most past research has shown that these variables have significant
positive relationship with ethical decision making stages within organizations that operate
in a free market (e.g., Barnett et al., 1993; Granitz, 2003; Pflugrath et al., 2007; Weeks &
Nantel, 1992).

Past research shows that ethical climate types (9 types) as suggested by Victor and Cullen
(1987; 1988) have a significant relationship with ethical decision making process (see
Chapter Two, section 2.3.2.2). However, some have argued that these types do not
always exist within organizations (Martin & Cullen, 2006). In this study, only four of the
nine types of ethical climate were examined and limited significant results related to them
were found. The focus was only to investigate company interest, social responsibility,
personal morality, and law and professional codes. Only personal morality was found to
have a significant relationship with ethical decision making stages in one of four
scenarios, scenario 1 particularly; law and professional codes had a very limited
relationship with ethical recognition in scenario 1 and ethical judgment in scenario 4.

Several empirical studies have shown similar results, that ethical climate has limited or
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no significant relationship with ethical decision making stages. For example, Buchan
(2005) and DeConinck & Lewis (1997) found no significant relationship between ethical
climate types and ethical intention. Also, Shafer (2007), who examined similar types that
were examined by this study, found no significant association between the four types of

ethical climate and ethical judgment.

Although the result related to personal morality is limited, it indicates some support for
the results of personal moral philosophy, discussed above. Similar to personal moral
philosophy, personal morality suggests that individuals tend to follow their own moral
principles to make the decision regarding ethical issues. As discussed early in Chapter
Two, Victor and Cullen (1987; 1988) used moral philosophy theories and moral
psychology theories to develop their construct. The limited result related to personal
morality may be due only to the items used to measure it (i.e. methodological issue).
While personal moral philosophy (idealism and relativism) was measured by using
twenty items, personal moral as a type of ethical climate was only measured using four

items.

In conclusion, the results related to the four types of ethical climate show very little
evidence that differences in ethical decision making stages are based on ethical climate.
The environment surrounding Libyan companies (i.e. public sector) or the other types of

ethical climate may be better predictors of ethical decision making scores.

5.1.4 Moral Intensity Dimensions and Ethical Decision Making

Prior to Jones’s (1991) model of moral intensity, the focus was almost exclusively on
examining the relationship of individual and organizational variables with ethical
decision making stages. According to Jones (1991), the moral intensity construct relates
exclusively to the characteristics of the ethical issue and consists of six dimensions. Three
of these six dimensions (i.e., magnitude of consequences, social consensus, and temporal
immediacy) were examined in terms of their relationships with the first three ethical

decision making stages, as developed by Rest (1986). Four scenarios were used here:
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scenario one (approving questionable expense reports), scenario two (manipulating
company books), scenario three (bypassing expenditure capital policy), and scenario four

(extending questionable expenditure credit).

All the issues included in the four scenarios were clear and represent unethical actions, of
varying degrees, which could be commonly found in the work setting (Leitsch, 2006;
Sweeney & Costello, 2009). Jones (1991) maintained that large differences in ethical
intensity between scenarios are required to observe differences in the impact of moral
intensity. Flory et al. (1992), a first developer of these scenarios, suggested that scenarios
two and three would be recognized as more unethical than scenarios one and four. Result
related to accounting students, as shown in Appendix F, indicated similar results that
scenarios two and three seem to be more intense than the remaining two. This result was
obtained by Leitsch (2004; 2006) and Sweeney and Costello (2009) who used similar
scenarios to investigate the ethical decision making of accounting students. However,
results related to management accountants showed a slight difference; they perceived
scenarios two and four as more intense than the remaining two. The results related to
scenario four may be because the decision maker made his decision according to mainly
his personal interest at the expense of other interests which might conflict with the
characteristics of idealistic people. Scenario 3 was considered by the management
accountants as less intense. This might be because it only involved bypassing capital
expenditure policy to solve an issue which is solely emphasizing the company’s interest.

Therefore, Libyan management accountants may perceive that this issue is not wrong.

In general, moral intensity dimensions predicted significantly the ethical decision making
process, management accountants in particular. This result provides an indication that
Libyan management accountants tend to be situationists. The result supports Jones’s
(1991) issue-contingent model of ethical decision-making and is consistent with several
empirical studies (Barnett, 2001; Flory et al., 1992; Leitsch, 2004, 2006; Sweeney &
Costello, 2009).
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Magnitude of consequences predicted significantly the ethical recognition of
management accountants in issues involving manipulating company books (scenario 2)
and violating company policy (scenario 3); it also was associated significantly with their
ethical judgment in issues involving manipulating company books (scenario 2) and
extending questionable expenditure credit (scenarios 4); finally, magnitude of
consequences was related significantly to the ethical intention in all scenarios. The results
related to accounting students showed a different story in that magnitude of consequences
did not predict their ethical recognition and ethical judgment, whereas it predicted ethical
intention 1in issues containing approving questionable expense reports (scenarios 1) and

manipulating company books (scenario 2).

The perceived social consensus was associated with management accountants’ ethical
judgment and ethical intention in the issues presented in scenarios 2, 3, and 4, whereas it
was related to management accountants’ ethical recognition in the issues presented in
scenarios 2 and 3. With regard to accounting students, their ethical recognition and
ethical judgment were not predicted by the perceived social consensus, whereas their
ethical intention was predicted by social consensus in issues involving approving
questionable expense reports (scenarios 1) and extending questionable expenditure credit

(scenarios 4).

Temporal immediacy was associated with ethical decision making stages of management
accountants in the four scenarios, whereas it was associated with the ethical recognition
and ethical judgment of accounting students in issues involving violating company policy
(scenario 3) and extending questionable expenditure credit (scenarios 4) and with their

ethical intention in all the four scenarios.

Although the results for management accountants are consistent with several previous
studies (e.g., Barnett & Valentine, 2004; Leitsch, 2006; Nill & Schibrowsky, 2005;
Sweeney & Costello, 2009; Watley & May, 2004) that found magnitude of consequences
and social consensus relate significantly to ethical decision making stages, the results of

accounting student did not support these studies. One possible explanation is that students
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did not have to consider the moral intensity dimensions in deciding the moral nature of

the conflict since the issues within scenarios were clear.

Also, since Libyan accounting students did not have work experience, this may be an
additional possible variable in their ethical decision making process because there were
large number of significant results related to Libyan management accountants. Jones
(1991) discussed the importance of previous experience with ethical issues and its effect
on an individual’s ability to recognize an ethical issue. Moreover, possible explanation
for this result might be related to accounting students’ age and their moral development
where younger individuals look at others for guidance on right and wrong (Sweeney &

Costello, 2009).

The importance of social consensus indicates that management accountants’ perceptions
of society’s attitudes to issues may influence their ethical decisions. According to
Kohlberg’s (1969) model, at conventional levels of ethical reasoning individuals are
impacted by rules laid down by society, which reflect the consensus of the community on
the ethicality of particular actions. Also Jones (1991) argued that individuals look at
societal norms to reduce ambiguity when faced with ethical issues. If societal consensus
exists, individuals are more likely than not to make judgments consistent with societal
norms. Moreover, Sweeney and Costello (2009) point out that organizational consensus
is likely to have a significant impact on perceived social consensus. This might be the
case within the Libyan context as social consensus predicted the three stages of ethical
decision making of management accountant and only the ethical intention of accounting
students. The post conventional level of moral reasoning in Kohlberg’s theory suggests
that as individual progress, general ethical principles and the fairness of rules will be
applied to guide actions. Barnett (2001) claimed that when participants are students with
an average age of around 20, it is expected that their beliefs about societal opinion would
be a vital effect. However, this was only true with the stage of ethical intention of
accounting students. The result of accounting students is consistent with several studies

(Flannery & May, 2000; May & Pauli, 2002; Singhapakdi et al., 1996). Fishbein and
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Ajzen (1991) pointed out that the relationship between the dimensions of moral intensity
and ethical intention is very important given that intentions are one of the most

significant predictors of subsequent behaviour, especially if they are specific in nature.

The temporal immediacy dimension shows an interesting result for both management
accountants and accounting students. Previous empirical studies on temporal immediacy
has been limited and yielded mixed results, with some studies finding that it has little or
no association with ethical decision making process (Barnett, 2001) and other studies
finding that it is associated significantly with ethical decision making stages (Singer et
al., 1998; Singhapakdi, 1999; Singhapakdi et al., 1996; Vitell & Patwardhan, 2008). Also
the result is consistent with the findings of Leitsch (2006) who used similar scenarios and

found temporal immediacy formed its own dimension.

Interestingly, temporal immediacy had a strongest significant relationship with the three
stages of ethical decision making of both samples than the other two dimensions
(magnitude of consequences and social consensus). Most of the past research (see
Chapter Two) shows different story that magnitude of consequences and social consensus
had always significant results more than temporal immediacy. This result could be
attributed to the adequate information provided in each scenario regarding the onset of

consequences.

To sum up, moral intensity dimensions explained a significant portion of the variance in
management accountants’ ethical recognition, ethical judgment, and ethical intention,
although there was only partial support in some scenarios. Along with personal moral
philosophy components, moral intensity dimensions were the variables most strongest
related to Libyan accountants and students’ ethical decision making process. These
results suggest that individuals perceive some situations as being more morally intense,
supporting Jones’s (1991) theory. Although this study showed several significant
differences in ethical decision making stages based on some of the variables investigated

here, the results showed that relationships between these variables and ethical decision
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making stages were generally weak. Past research reported similar results showing weak

relationship between a range of variables and ethical decision making stages.
5.2 Contribution to Knowledge

This study has contributed to the literature of business ethics in general, accounting ethics
and management accounting ethics in particular, as well as having implications for

researchers and practitioners. These are summarised as follows:

1. This research first sought to extend previous research regarding ethical decision
making process and the role that individual variables, organizational variables and
moral intensity dimensions play in this process. Previously, several variables have
been found to have different levels of association with the four stages of ethical
decision making. In this study, the differences in ethical decision making process
based on a range of these variables were investigated. Therefore, the study has

added new evidence for the ethical decision making literature.

2. By investigating some of the ethical issues that have been identified in the area of
management accounting (e.g., Fisher & Lovell, 2000), this study has increased the
limited body of knowledge of management accounting ethics and provided both
academics and practitioners with some information about the ethical issues

management accountants perceive themselves to face in Libyan companies.

3. More than forty empirical studies regarding ethical decision making process
conducted between 2003 and 2010 were reviewed by this study. This contributes to
the literature of business ethics by updating and renewing the three previous
comprehensive reviews (see Chapter Two). This will provide researchers with an
insight for understanding organizational ethical decision constructs by indicating
where the current theory of ethical decision making stands and the future direction

of ethical decision making research.
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4. Studies concerning business ethics in general and accounting ethics in particular in
emerging and transitional economics have received little attention and are still rare
compared with those that have been done in developed countries. Therefore, one of
the major contributions of this study is studying management accounting ethics in
one of the developing countries which is a transition economy. The results of this
study show a replication of some variables such as gender, personal moral
philosophy, and moral intensity dimensions. However, no significant results related
to the organizational variables may be because, as mentioned earlier, public sector
dominates the Libyan market or Libya is a developing country since most of the
significant results related to organizational variables were found in developed

countries.

5. Although much research has been done related to business ethics, most of this
research was undertaken especially in marketing, management, and auditing areas.
Very limited empirical research has been conducted in the area of management
accounting in developed and developing countries alike (see Chapter One). Thus,
this study has contributed to the business ethics literature in general and
management accounting in particular by adding further evidence related to the

process of ethical decision making.

6. With respect to significant results found here, this study contributes to knowledge
by providing evidence related to the significant relationship of personal moral
philosophy components (idealism and relativism) as suggested by Forsyth (1980)
with ethical decision making process within a Libyan context. Past research showed
that, while idealism has been found to have positive relationship with ethical
decision making process, relativism has been found to have negative association
with the process of ethical decision making. The result of this study also confirms
the model of ethical decision making developed by Hunt and Vitell (1986) that
ethical ideology (i.e. personal moral philosophy) has a significant relationship with

ethical decision making stages. Moreover, it provides additional support for Jones’s
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(1991) model that different situations will elicit moral intensity dimensions
“weightings” that change, depending on the situation and context of the moral

issue.

. While previous studies focused only on the relationship of a few sub-variables such
as age, gender, and code of ethics with only one or two stages of ethical decision
making, this study examines a range of more than nine sub-variables related to
three of the four stages of ethical decision making as theorized by Rest (1986).
Thus, the study is more comprehensive than many previous empirical studies. In
addition, this study answers many calls in the literature of business ethics by
examining the existing models rather than developing new one (e.g., Bernard &

Sweeney, 2010; O'Fallon & Butterfield, 2005).

. Although this study showed several significant differences and relationships in
ethical decision making stages based on some of the variables investigated, the
results showed that relationships between these variables and ethical decision
making stages were generally weak. However, the results of this study support past
research and show that the differences between individuals in ethical decision
making process are in effect based on a variety of variables including individual
variables, organizational variables and moral intensity dimensions and are not

based on a certain limited range of variables.

. Scenarios used in this study, which were originally designed by Flory (1991) and
used by several studies (e.g., Leitsch, 2004, 2006; Sweeney & Costello, 2009),
were slightly developed and modified to fit the Libyan context. The experience of
using these adapted scenarios has not been found to cause any problems. This has
contributed to the literature of accounting ethics in that they can be used for future
research in other developing countries, especially Arabic countries that have similar

characteristics to Libya.
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10. Much of business ethics literature has used student samples to examine several
variables that associated with ethical decision making stages. Using students
sample has been questioned (Loe et al., 2000) due to their age and work experience,
especially when using them to examine organizational variables. In this study, a
student sample was used only to investigate individual variables and moral intensity
dimensions. Thus, comparisons of the impact of individual variables and moral
intensity dimensions in ethical decision making stages between the two samples
(students and practising management accountants) could be logically made. In
addition, the role of the student sample within the overall research design was clear;
by examining the senior accounting students’ ethical decision making stages within
a Libyan context, the study provides an indication about future Libyan management
accountants. It was found that, in spite of the significant changes that have been
taking place as the students have been growing up, they are not very different from

the current generation of management accountants.
5.3 Limitations and Future Research

The study has achieved its aims. However, as is the case with all research in business
ethics and other areas, it is subject to several limitations. These limitations and some

recommendations for future research are presented below.

As mentioned in Chapter Four, the samples of the study are representative of the
populations and the results of the survey can be generalized to the whole populations.
However, the samples were limited to accounting students at universities and
management accountants work for manufacturing companies; for example, the results
may not be generalized to management accountants who work for other organizations
such as banks or public sectors. Given that management accountants, in general, have
similar tasks regardless of the organizations they work for, this limitation should not be a
big concern. Moreover, the student sample was used here only as a check, since the focus

of this study is basically on management accountants.
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In addition, accounting students may have experienced difficulties related to scenarios as
a result of a lack of work experience, even though it would be expected that their courses
would prepare them for responding to likely unethical issues within the work place;

senior students would seem the most likely to be able to cope with the scenarios.

The method of using single item measures for each stage of ethical decision making
process and each dimension of moral intensity was adopted in this study; one of the
limitations of this study might arise from this issue, that one single item might be not
sufficient to measure each stage of ethical decision making and thus the results should be
interpreted with caution. However, most empirical business ethics studies have adopted

this method and provide significant results.

The study depended entirely on using a questionnaire which included four scenarios as
the main tool for collecting data, and then the quantitative data were analyzed
statistically; thus, the disadvantages of using this method of data collection and the
statistical techniques used add to the limitations of this research. However, the technique
of using a questionnaire including scenarios is standard practice when doing such
research. Further, since scenarios are artificial, responses represent, at best, subject’s
reported ethical decisions tendencies and may not coincide with ethical decisions in
actual situations. However, scenarios have been widely used in business ethics research
and considered to be an appropriate method to collected data related to individuals’
ethical decisions. Because of the sensitivity of the issues involved, they are thought to be
more insightful than direct questions about experience or hypothetical questions about

what a respondent would actually do.

Social desirability response bias is another issue that may raise some concerns; however
several efforts (e.g., ensuring anonymity and using third person to distribute the

questionnaires) were used to limit and reduce the risk of this issue.

In addition to the above, several questions have arisen from the results and related

discussions, which would indicate the need for more empirical research to be conducted

194



in this area. Many opportunities for future research are suggested in this study. Future
empirical studies may also find it fruitful to investigate other potential covariates of
ethical decision making stages such as religion and culture; these were not possible to
investigate in the current study because of the religious and cultural homogeneity of the
samples. There has also been limited research regarding the contribution of personal

values to individuals’ ethical decision making process.

Given the dearth of management accounting ethics research across countries (see Chapter
One), and the important role that management accountants play, especially within
manufacturing companies, more research is needed regarding the area of management
accounting ethics in general and organizational factors effecting management
accountants’ ethical decision making process in particular. It would also be useful to
compare management accountants working in different sectors, such as manufacturing,
banks and public services. If, as it is thought might be the case in Libya, management
accountants in developing, formerly planned economies show great similarities because
of their common background, it would be interesting to undertake longitudinal research

to track any industry effects that might develop over time.

Although, as explained, students were not the prime focus of this study, the establishment
of a set of results provides the opportunity to compare students from different countries
and so provide insights into potential differences and similarities on an international
basis. For example, Libyan accounting students could be compared with students in

developed countries such as the UK or Spain, and with other Muslim Arab countries.

Since this study attempted to investigate only the first three stages of ethical decision
making process, the stage of ethical behaviour, which was excluded, could be an
interesting area for future research. Ethical behaviour is regarded as the most important
stage in ethical decision making process since it represents the outcome of multiple and
complex process; however, this stage is not easy to be examined due to its sensitive

nature and some methodological reasons (e.g., measurement and data collecting).
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Therefore, future research should address this stage by, for example, conducting

qualitative research (e.g., participant observation)

Furthermore, the relationships between the stages of ethical decision making were not
considered in this study. Much research (O'Fallon & Butterfield, 2005) showed that there
are significant relationships between these stages that can explain some variations in the
process of ethical decision making; thus, future research in the management accounting
area should consider this issue too. Although the data of this study can be used to
examine several relationships including this issue, it was decided only to focus on
addressing the association of a range of individual variables, organizational variables and

moral intensity dimensions on the three stages.

Moreover, Libya management accountants have indicated their point of view regarding
only the eighteen presented ethical issues. Future research could investigate this question
more deeply by using a different method, such as semi-structured interviews or focus

groups.

Four of the nine types of ethical climate as suggested by Victor and Cullen (1987; 1988)
were examined in this study and very limited significant relationships were found
between them and the three stages of ethical decision making. Although it is thought
unlikely, including the remaining five types of ethical climate in future research could
yield an interesting results related to ethical decision making process. Moreover,
investigating the remaining three dimensions of moral intensity may result in significant

results.

5.4 Summary

This chapter presented the discussion and the conclusion of the study results. Several
explanations and interpretations were made regarding the association of individual
variables, organizational variables and moral intensity dimensions with management

accountants and accounting students’ ethical decision making process within one of the
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developing countries that at a transition economy, namely Libya. Additionally, several
ethical issues in Libyan management accounting area were identified and discussed.
Moreover, this chapter presented several contributions to knowledge that this study has
made; these include updating and renewing the literature of ethical decision making,
confirming some of the ethical decision making models (Jones, 1991; Hunt and Vitell
1986), showing a replication of some variables such as gender, personal moral
philosophy and moral intensity dimensions, and adding additional results to the literature
of business ethics in general and management accounting in particular. Finally, some
limitations were discussed and several areas and opportunities of future research were

recommended.
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Appendices
Appendix A: The Questionnaire

Appendix A;: Management Accountants Questionnaire

w

University of
HUDDERSFIELD

The Business School

The Role of Individual Variables, Organizational Variables, and Moral
Intensity Dimensions in Accountants’ Ethical Decision Making: A study of

management accounting in Libya

Dear management accountant,

My name is Ahmed. I am conducting research concerning ethics in accounting for my PhD at the
University of Huddersfield in the UK. The prime purpose of this research project is to investigate the
influence of some individual and situational factors and moral intensity on management accountants’
ethical decision making within Libyan companies; also to investigate what types of ethical issues

management accountants face at their workplace.

You are therefore cordially invited to participate in a short questionnaire survey that is part of this
research. The survey covers general information about you and your company and also four accounting
scenarios. It will take you approximately 10 to 15 minutes to answer the questions. There are no right or

wrong answers. I am only interested in your opinions.

This questionnaire is completely confidential and has no identifying marks. All answers will be aggregated
and summarized into one report. Your individual responses and all information derived from this
questionnaire will remain with me and be kept secure and only used for the purposes of this research

project.

Should you need further information, please feel free to contact me at U0775392 @hud.ac.uk.

Yours Sincerely,

Ahmed Y S Musbah Supervised by

PhD student Prof C. J. Cowton, PhD
Business School Dean of the Business School
University of Huddersfield University of Huddersfield
Queensgate Queensgate

Huddersfield HD1 3DH Huddersfield HD1 3DH

UK UK

u0775392 @hud.a.uk c.j.cowton @hud.ac.uk




Section A

Al. Age A2. Gender
Please mark one Please mark one
O Less than 30 years 0 30 -< 35 years O Female

O 35- 40 years O more than 40 years O Male

A3. Academic Qualification
Please mark the highest one

O High school level O Intermediate Diploma
O Higher Diploma O Bachelor’s
O Master’s (or its equivalent) O PhD (or its equivalent)

Other, please specify:

AS. Experience

Please mark one

O Less than 5 years O 5- < 15 years

O 15 - 25 years O More than 25years

A6. Type of industry
Please mark one to indicate your company’s main industrial sector:

O Food O Textiles, Furniture and paper
O Metal O Engineering and electric

O Oil and gas O Cement and building materials
O Chemicals Other, please specify:

A7. Number of employees
Please mark one

O 50- 499 employees O 500 -999 employees O More than 999 employees

A8. Type of company ownership

Please mark one

O State-owned company (100% owned by the state)

O Private company (100% owned by the private sector)

O Joint venture (shared ownership between the state and private sector)

O Joint venture (shared ownership between the state and a foreign partner)

O Joint venture (shared ownership between the private sector and the a foreign partner)

A9. Code of ethics

1. Does your company have formal explicit written down ethical guidance?
For example in standalone thing (e.g., Code of conduct, Operating principles, ethical guidelines)
Or in something else (e.g., Business conduct guidelines, Staff handbook)

O Yes O No

2. If Yes please answer the following question, if No please go to question (A10)
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Are the following issues mentioned in the company’s code of ethics or other documents? Yes
. Purpose of code or statement
. Administration of the code or statement; compliance measures; sanctions

. Responsibilities to shareholders

3.
1
2
3
4. Employee /company responsibilities to each other
5. Substance abuse; employee health

6. Rights of employees (e.g., privacy, termination issues)

7. Harassment, intimidation, bullying , etc.

8. Workplace safety (e.g., smoking policies, working hours)

9. Conflicts of interest, nepotism

10. Basis for determining salary and benefit

11. “Moonlighting”, other external activities

12. Whistle-blowing

13. Misuse of company equipment, computer information system, supplies, good name, etc.
14. Misuse of proprietary information (e.g., intellectual property)

15. Misuse of confidential information (e.g., insider trading)

16. Relationships with government agencies and officials

17. Policies on gifts, entertainment, travel, etc.

18. Bribes, kickbacks, etc. (domestic or foreign)

19. Compliance with law (e.g., antitrust, non-discrimination, etc)

20. Firm reputation and integrity

21. Competition, treatment of competitors

22. Purchasing, sales and negotiation policies

23. Product safety and quality

24. Marketing practices, advertising (e.g., honesty)

o o o o e e A o e e o o o o o o o Ay

25. Environmental protection, hazardous waste, energy use

A10. Ethical climate

o o o o o o o 74

Please indicate the extent to which you agree with each of the following statements about your company. In answering, use

the following response scale and circle the number corresponding to your level of agreement with each statement.

Completely true Mostly true Somewhat true  Somewhat false Mostly false Completely false
0

5 4 3 2 1

—

In this company, people are expected to strictly follow legal or professional standards

In this company, the law or ethical code of their profession is the major consideration

People are expected to comply with the law and professional standards above all other considerations
The first consideration is whether a decision violates any law

Decisions here are primarily viewed in terms of contributions to profit

People are concerned with the company’s interests - to the exclusion of all else

People are expected to do anything to further the company’s interests

Work is considered sub-standard only when it hurts the company’s interests

Y ® Ny iR WD

It is expected that you will always do what is right for the customer and public

—
(=)

. People in this company are actively concerned about the customer’s, and the public’s interest

—
—

. People in this company have a strong sense of responsibility to the outside community

—
[\

. The effect of decisions on the customer and the public are a primary concern in this company

—_
W

. Each person in this company decides for himself what is right and wrong

—_
~

. In this company, people are expected to follow their own personal and moral beliefs.

—_
W

. In this company, people are guided by their own personal ethics

L L U L b b b b b b b i e e i D
S N N N N N S N N O N O N Y

—_
AN

. The most important consideration in this company is each person’s sense of right and wrong
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Section B

Instructions:
Statements 1-20 are designed to allow you to indicate the extent to which you agree with each statement.
Each represents a commonly held opinion and there is no right or wrong answers. I am interested in your
reaction to such matters of opinion. In answering, use the following response scale and circle the number
corresponding to your level of agreement with each statement.

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

5 4 3

People should make certain that their actions never intentionally hurt another,
even to a small degree.

Risks to another should never be tolerated, irrespective of how small the risks
might be.

The existence of potential harm to others is always wrong, irrespective of the
benefits to be gained.

One should never psychologically or physically harm another person.

One should not perform an action which might in any way threaten the dignity
and welfare of another individual.
If an action could harm an innocent other, then it should not be done.

Deciding whether or not to perform an act by balancing the positive
consequences of the act against the negative consequences of the act is
immoral.

The dignity and welfare of people should be the most important concern of
any society.

It is never necessary to sacrifice the welfare of others.

Moral behaviours are actions that closely match ideals of the most “perfect”
action.

There are no ethical principles that are so important that should be a part of
any code of ethics.

What is ethical varies from one situation and society to another.

Moral standards should be seen as being individualistic; what one person
considers to be moral may be judged to be immoral by another person.
Different types of moralities cannot be compared as to “rightness.”

Questions of what is ethical for everyone can never be resolved since what is
moral or immoral is up to the individual.

Moral standards are simply personal rules which indicate how a person should
behave, and are not to be applied in making judgments of others.

Ethical considerations in interpersonal relations are so complex that
individuals should be allowed to formulate their own individual codes.

Rigidly codifying an ethical position that prevents certain types of actions
could stand in the way of better human relations and adjustments.

No rule concerning lying can be formulated; whether a lie is permissible or
not permissible totally depends upon the situation.

Whether a lie is judged to be moral or immoral depends upon the
circumstances surrounding the action.
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Strongly agree Agree Uncertain Disagree

2

Strongly disagree
1
5 4 3 2
5 4 3 2
5 4 3 2
5 4 3 2
5 4 3 2
5 4 3 2
5 4 3 2
5 4 3 2
5 4 3 2
5 4 3 2
5 4 3 2
5 4 3 2
5 4 3 2
5 4 3 2
5 4 3 2
5 4 3 2
5 4 3 2
5 4 3 2
5 4 3 2
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Section C: In this section four scenarios about ethical issues in accounting are presented.
(Using the scale under each scenario, please indicate your answer for each one.)

Scenario C1

Muftah Salem is a young management accountant at a large, public company. After some experience in
accounting at headquarters, he has been transferred to one of the company’s recently acquired divisions,
run by its previous president, Abdalganee Ahmed. Abdalganee has been retained as vice president of
this new division, and Muftah is his accountant. With a marketing background and a practice of calling
his own shots, Abdalganee seems to play by a different set of rules than those to which Muftah is

accustomed. So far it is working, as earnings are up and sales projections are high.

The main area of concern to Muftah is Abdalganee’s expense reports. Abdalganee’s boss, the division
president, approves the expense reports without review, and expects Muftah to check the details and
work out any discrepancies with Abdalganee. After a series of large and questionable expense reports,
Muftah challenges Abdalganee directly about charges to the company for delivering some personal
furniture to Abdalganee’s home. Although company policy prohibits such charges, Abdalganee’s boss
again signed off on the expense.

Muftah feels uncomfortable with this and tells Abdalganee that he is considering taking the matter to
the audit department at the headquarters for review. Abdalganee reacts sharply, reminding Muftah that
“the department will back me anyway” and that Muftah’s position in the company would be in
jeopardy.

Action: Muftah decides not to report the expense charge to the department of auditing of public

companies.

Please evaluate this action of Muftah Salem by circling the extent of your agreement or disagreement

with each of the following statements

Strongly agree Agree Uncertain Disagree Strongly disagree
5 4 3 2 1
1. The situation above involves an ethical problem 5 4 3 2 1
2. The decision maker (Muftah) should report the expense charge to the 5 4 3 2 1
audit department
3. If I were Muftah, I would make the same decision 5 4 3 2 1
4. The overall harm (if any) as a result of the action would be very small 5 4 3 2 1
5. Most people would agree that the action is wrong 5 4 3 2 1
6. Muftah’s Action will not cause any harm in the immediate future 5 4 3 2 1
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Scenario C2

Suaad Mabrok, a company controller, is told by the chief financial officer that in an executive
committee meeting the chief executive officer (CEO) told them that the company “has to meet its
earnings forecast, is in need of working capital, and that’s final.” Unfortunately, Suaad does not see
how additional working capital can be raised, even through increased borrowing, since income is well

below the forecast sent to the bank.

Kaled suggests that Suaad review bad debt expense for possible reduction and holding sales open
longer at the end of the month. He also brushes off the management letter request from the outside

auditors to write down the spare parts inventory to reflect its “true value.”

At home at the weekend, Suaad discusses the situation with her husband, Nasser, a senior manager of
another company in town. “They’re asking me to manipulate the books,” she says. “On the one hand,”
she complains, “I am supposed to be the conscience of the company and on the other, I ‘m supposed
to be absolutely loyal.” Nasser tells her that companies do this all the time, and when business picks
up again she’ll be covered. He reminds her how important her salary is to help maintain their

comfortable lifestyle, and that she shouldn’t do anything drastic that might cause her to lose her job.

Action: Suaad decides to go along with the suggestions proposed by her boss.

Please evaluate this action of Suaad Mabrok circling the extent of your agreement or disagreement

with each of the following statements

Strongly agree Agree Uncertain Disagree Strongly disagree
5 4 3 2 1
1. The situation above involves an ethical problem 5 4 3 2
2. The decision maker (Suaad) should not go along with the suggestions 5 4 3 2
proposed by her boss
3. If I were Suaad, I would make the same decision 5 4 3 2
4. The overall harm (if any) as a result of the action would be very small 5 4 3 2
5. Most people would agree that the action is wrong 5 4 3 2
6. Suaad’s Action will not cause any harm in the immediate future 5 4 3 2
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Scenario C3

Osama Zahed, the plant’s chief accountant, is having a friendly conversation with Fasal Jamal,
operations manager and old college buddy, and Hassan Haron, the sales manager. Fasal tells Osama
that the plant needs a new computer system to increase operating efficiency. Hassan adds that with the
increased efficiency and decreased late deliveries their plant will be the top plant next year. However,
Fasal wants to bypass the company policy which requires that items greater than five thousands

Dinars receive prior Board approval and be capitalized.

Fasal would prefer to generate purchase orders for each component part of the system, each being
under the five thousands Dinars limit, and thereby avoid the approval “hassle.” Osama knows this is
clearly wrong form a company and an accounting standpoint, and he says so. Nevertheless, he

eventually says that he will go along.

Six months later, the new computer system has not lived up to its expectations. Osama indicates to
Hassan that he is really worried about the problems with the computer, and the auditors will disclose
how the purchase was handled in the upcoming visit. Hassan acknowledges the situation by saying
that production and sales are down and his sales representatives are also upset. Fasal wants to correct
the problems by upgrading the system (and increasing the expenses), and urges Osama to “hang in

there.”

Acton: feeling certain that the system will fail without the upgrade, Osama agrees to approve the

additional expense.

Please evaluate this action of Osama Zahed Zahed by circling the extent of your agreement or

disagreement with each of the following statements

Strongly agree Agree Uncertain Disagree Strongly disagree
5 4 3 2 1
1. The situation above involves an ethical problem 5 4 3 2 1
2. The decision maker (Osama) should not approve the additional 5 4 3 2 1
expense
3. If I were Osama, I would make the same decision 5 4 3 2 1
4. The overall harm (if any) as a result of the action would be very small 5 4 3 2 1
5. Most people would agree that the action is wrong 5 4 3 2 1
6. Osama’s Action will not cause any harm in the immediate future 5 4 3 2 1
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Scenario C4

Yusuf Ali is the assistant controller at Bader Electronics, a medium-sized manufacturer of electrical
equipment. Yusuf is in his late fifties and plans to retire soon. His daughter has a very rare kind of
illness which needs lots of money to help her get an operation abroad. Therefore, financial concerns
are weighing heavily on his mind. Yusuf’s boss is out of the office recuperating from health problems,

and in his absence Yusuf is making all decisions for the department.

Yusuf receives a phone call from an old friend requesting a sizable amount of equipment on credit for
his new business. Yusuf is sympathetic but cognizant of the risk of extending credit to a new

company, especially under Manam’s strict credit policy for such transactions.

When Yusuf mentions this conversation to Fayez, the general manager, he is immediately interested.
Fayez notes that the company needs an additional 250,000 Dinar in sales to meet the quarterly budget

and, thus, ensure bonuses for management, including Yusuf.

Action: Yusuf decides to make the sale to his friend’s new business.

Please evaluate this action of Yusuf Ali by circling the extent of your agreement or disagreement with

each of the following statements

Strongly agree Agree Uncertain Disagree Strongly disagree
5 4 3 2 1
1. The situation above involves an ethical problem 5 4 3 2 1
2. The decision maker (Yusuf) should not decide to make the sale to his 5 4 3 2 1
friend
3. If I were Yusuf, I would make the same decision 5 4 3 2 1
4. The overall harm (if any) as a result of the action would be very small 5 4 3 2 1
5. Most people would agree that the action is wrong 5 4 3 2 1
6. Yusuf’s Action will not cause any harm in the immediate future 5 4 3 2 1
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Section D

Accountants sometimes face the following issues, incidents and problems at their workplace. These might raise questions of
rightness or wrongness, bad or good behaviour, honesty or dishonesty etc. The question has two columns for you to
complete.

(Please use the scale below each question to indicate your answer for the statements)

D1. To what extent do you think these issues, incidents or problems are ethically important?

Very important Important Moderately important Not important Not at all important
5 4 3 2 1

D2. How frequently have you observed these issues at your workplace?

Very frequently Frequently Quite often Occasionally Never
5 4 3 2 1
Statements Importance Frequency
1. Injustice in distributing the company’s resources and budgets between 5 4 3 2 1|5 4 3 2 1
projects and programmes
2. Unfair distribution of the company’s resources and budgets between 5 4 3 2 1|5 4 3 2 1

individuals and groups within departments, divisions, subsidiaries etc
3. Manipulating accounting figures (e.g., through costing method) to achieve 5 4 3 2 1|5 4 3 2 1

budgeted profit

4. Adjusting information or bending the rules to avoid being bullied by 5 4 3 2 1|5 4 3 2 1
customer

5. Adjusting information or bending the rules to avoid being bullied by 5 4 3 2 1|5 4 3 2 1
managers

6. Accountants using their skills to exploit or blackmail the company for 5 4 3 2 1|5 4 3 2 1

personal gain
7. The use of power to distort or prevent open debate and discussion regarding | 5 4 3 2 1[5 4 3 2 1
company policies and decisions

8. Accountants breaking a rule where they think the advantages to the 5 4 3 2 1|5 4 3 2 1
company are greater than the ethical cost

9. Disclosing confidential information to people outside the company 5 4 3 2 1|5 4 3 2 1

10. Accountants using insider information for personal gain 5 4 3 2 1|5 4 3 2 1

11. An accountant is forced to leave the company because of having different 5 4 3 2 1|5 4 3 2 1
ethical principles
12. Accountants recasting information to justify a particular budget allocation | 5 4 3 2 1[5 4 3 2 1

13. Accountants’ trustworthiness is suspected by management 5 4 3 2 1|5 4 3 2 1

14. Accountant deliberately did an illegal action and was given a second 5 4 3 2 1|5 4 3 2 1
chance to work for the company

15. Accountant deliberately did an unethical action and was given a second 5 4 3 2 1|5 4 3 2 1

chance to work for the company
16. Accountants fail to blow the whistle when something wrong happened to 5 4 3 2 1|5 4 3 2 1
in the company
17. Misuse of equipment, computer information system, etc by accountants

18. Managers use discrimination and nepotism when dealing with accountants

19. Other, please SPeCIfy: «....couiuiiuiniitiiii ittt
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THE END. THANK YOU FOR YOUR HELP.
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Appendix A,. Accounting Students Questionnaire

w

University of
HUDDERSFIELD

The Business School

The Role of Individual Variables, Organizational Variables, and Moral

Intensity Dimensions in Accountants’ Ethical Decision Making:

A Study of Management Accounting in Libya
Dear student,

My name is Ahmed. I am conducting research concerning ethics in accounting. The prime purpose of this
research is to investigate the influence of some individual factors and moral intensity’s components on

accounting students’ ethical decision making within the UK and Libyan universities.

You are therefore cordially invited to participate in a short questionnaire survey. The survey covers general
information about you and four accounting scenarios. It will take you approximately 10 to 15 minutes to

answer the questions. There are no right or wrong answers. [ am only interested in your opinions.

This questionnaire is completely confidential and has no identifying marks. All answers will be aggregated
and summarized into one report. Your individual responses and all information derived from this
questionnaire will remain with me and be kept secure and only used for the purposes of this research

project.

Should you need further information, please feel free to contact me at UO775392 @hud.ac.uk.

Yours Sincerely,

Ahmed Y S Musbah Prof C. J. Cowton, PhD
Business School Dean of the Business School
University of Huddersfield University of Huddersfield
Queensgate Queensgate

Huddersfield HD1 3DH Huddersfield HD1 3DH

UK UK

u0775392 @hud.a.uk c.j.cowton @hud.ac.uk




Section A

Al. Age
Please mark one O 24 years or less O More than 24 years

A2. Gender
Please mark one 0 Female O Male

Section B

Instructions:

Statements 1-20 are designed to allow you to indicate the extent to which you agree with each statement.
Each represents a commonly held opinion and there is no right or wrong answers. I am interested in your
reaction to such matters of opinion. In answering, use the following response scale and circle the number
corresponding to your level of agreement with each statement.

Strongly agree Agree Uncertain Disagree Strongly disagree
5 4 3 2 1
1. People should make certain that their actions never intentionally hurt another, 5 4 3 2

even to a small degree.

2. Risks to another should never be tolerated, irrespective of how small the risks 5 4 3 2
might be.

3. The existence of potential harm to others is always wrong, irrespective of the 5 4 3 2
benefits to be gained.

4. One should never psychologically or physically harm another person. 5 4 3 2

5. One should not perform an action which might in any way threaten the dignity 5 4 3 2

and welfare of another individual.

6. If an action could harm an innocent other, then it should not be done. 5 4 3 2
7. Deciding whether or not to perform an act by balancing the positive 5 4 3 2
consequences of the act against the negative consequences of the act is
immoral.
8. The dignity and welfare of people should be the most important concern of 5 4 3 2

any society.

9. It is never necessary to sacrifice the welfare of others. 5 4 3 2

10.  Moral behaviours are actions that closely match ideals of the most “perfect” 5 4 3 2
action.

11.  There are no ethical principles that are so important that should be a part of 5 4 3 2
any code of ethics.

12.  What is ethical varies from one situation and society to another. 5 4 3 2

13.  Moral standards should be seen as being individualistic; what one person 5 4 3 2
considers to be moral may be judged to be immoral by another person.

14.  Different types of moralities cannot be compared as to “rightness.” 5 4 3 2

15.  Questions of what is ethical for everyone can never be resolved since what is 5 4 3 2
moral or immoral is up to the individual.

16.  Moral standards are simply personal rules which indicate how a person should 5 4 3 2
behave, and are not to be applied in making judgments of others.

17.  Ethical considerations in interpersonal relations are so complex that 5 4 3 2

individuals should be allowed to formulate their own individual codes.

18.  Rigidly codifying an ethical position that prevents certain types of actions 5 4 3 2
could stand in the way of better human relations and adjustments.

19. No rule concerning lying can be formulated; whether a lie is permissible or 5 4 3 2
not permissible totally depends upon the situation.

20. Whether a lie is judged to be moral or immoral depends upon the 5 4 3 2

circumstances surrounding the action.
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Section C: In this section four scenarios about ethical issues in accounting are presented.

(Using the scale under each scenario, please indicate your answer for each one.)

Scenario C1

Muftah Salem is a young management accountant at a large, public company. After some experience in
accounting at headquarters, he has been transferred to one of the company’s recently acquired divisions,
run by its previous president, Abdalganee Ahmed. Abdalganee has been retained as vice president of
this new division, and Muftah is his accountant. With a marketing background and a practice of calling
his own shots, Abdalganee seems to play by a different set of rules than those to which Muftah is

accustomed. So far it is working, as earnings are up and sales projections are high.

The main area of concern to Muftah is Abdalganee’s expense reports. Abdalganee’s boss, the division
president, approves the expense reports without review, and expects Muftah to check the details and
work out any discrepancies with Abdalganee. After a series of large and questionable expense reports,
Muftah challenges Abdalganee directly about charges to the company for delivering some personal
furniture to Abdalganee’s home. Although company policy prohibits such charges, Abdalganee’s boss

again signed off on the expense.

Muftah feels uncomfortable with this and tells Abdalganee that he is considering taking the matter to
the audit department at the headquarters for review. Abdalganee reacts sharply, reminding Muftah that
“the department will back me anyway” and that Muftah’s position in the company would be in

jeopardy.

Action: Muftah decides not to report the expense charge to the department of auditing of public

companies.

Please evaluate this action of Muftah Salem by circling the extent of your agreement or disagreement

with each of the following statements

Strongly agree Agree Uncertain Disagree Strongly disagree
5 4 3 2 1
1. The situation above involves an ethical problem 5 4 3 2 1
2. The decision maker (Muftah) should report the expense charge to the 5 4 3 2 1
audit department
3. If I were Muftah, I would make the same decision 5 4 3 2 1
4. The overall harm (if any) as a result of the action would be very small 5 4 3 2 1
5. Most people would agree that the action is wrong 5 4 3 2 1
6. Muftah’s Action will not cause any harm in the immediate future 5 4 3 2 1
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Scenario C2

Suaad Mabrok, a company controller, is told by the chief financial officer that in an executive
committee meeting the chief executive officer (CEO) told them that the company ‘“has to meet its
earnings forecast, is in need of working capital, and that’s final.” Unfortunately, Suaad does not see
how additional working capital can be raised, even through increased borrowing, since income is well

below the forecast sent to the bank.

Kaled suggests that Suaad review bad debt expense for possible reduction and holding sales open
longer at the end of the month. He also brushes off the management letter request from the outside

auditors to write down the spare parts inventory to reflect its “true value.”

At home at the weekend, Suaad discusses the situation with her husband, Nasser, a senior manager of
another company in town. “They’re asking me to manipulate the books,” she says. “On the one hand,”
she complains, “I am supposed to be the conscience of the company and on the other, I ‘m supposed
to be absolutely loyal.” Nasser tells her that companies do this all the time, and when business picks
up again she’ll be covered. He reminds her how important her salary is to help maintain their

comfortable lifestyle, and that she shouldn’t do anything drastic that might cause her to lose her job.

Action: Suaad decides to go along with the suggestions proposed by her boss.

Please evaluate this action of Suaad Mabrok circling the extent of your agreement or disagreement

with each of the following statements

Strongly agree Agree Uncertain Disagree Strongly disagree
5 4 3 2 1
1. The situation above involves an ethical problem 5 4 3 2
2. The decision maker (Suaad) should not go along with the suggestions 5 4 3 2
proposed by her boss
3. If I were Suaad, I would make the same decision 5 4 3 2
4. The overall harm (if any) as a result of the action would be very small 5 4 3 2
5. Most people would agree that the action is wrong 5 4 3 2
6. Suaad’s Action will not cause any harm in the immediate future 5 4 3 2
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Scenario C3

Osama Zahed, the plant’s chief accountant, is having a friendly conversation with Fasal Jamal,
operations manager and old college buddy, and Hassan Haron, the sales manager. Fasal tells Osama
that the plant needs a new computer system to increase operating efficiency. Hassan adds that with the
increased efficiency and decreased late deliveries their plant will be the top plant next year. However,
Fasal wants to bypass the company policy which requires that items greater than five thousands

Dinars receive prior Board approval and be capitalized.

Fasal would prefer to generate purchase orders for each component part of the system, each being
under the five thousands Dinars limit, and thereby avoid the approval “hassle.” Osama knows this is
clearly wrong form a company and an accounting standpoint, and he says so. Nevertheless, he

eventually says that he will go along.

Six months later, the new computer system has not lived up to its expectations. Osama indicates to
Hassan that he is really worried about the problems with the computer, and the auditors will disclose
how the purchase was handled in the upcoming visit. Hassan acknowledges the situation by saying
that production and sales are down and his sales representatives are also upset. Fasal wants to correct
the problems by upgrading the system (and increasing the expenses), and urges Osama to “hang in

there.”

Acton: feeling certain that the system will fail without the upgrade, Osama agrees to approve the

additional expense.

Please evaluate this action of Osama Zahed Zahed by circling the extent of your agreement or

disagreement with each of the following statements

Strongly agree Agree Uncertain Disagree Strongly disagree

5 4 3 2 1

1. The situation above involves an ethical problem 5 4 3 2 1

o
N
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The decision maker (Osama) should not approve the additional 5
expense

If I were Osama, I would make the same decision

The overall harm (if any) as a result of the action would be very small

Most people would agree that the action is wrong

] iR §9
W W w W
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Osama’s Action will not cause any harm in the immediate future
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Scenario C4

Yusuf Ali is the assistant controller at Bader Electronics, a medium-sized manufacturer of electrical
equipment. Yusuf is in his late fifties and plans to retire soon. His daughter has a very rare kind of
illness which needs lots of money to help her get an operation abroad. Therefore, financial concerns
are weighing heavily on his mind. Yusuf’s boss is out of the office recuperating from health problems,

and in his absence Yusuf is making all decisions for the department.

Yusuf receives a phone call from an old friend requesting a sizable amount of equipment on credit for
his new business. Yusuf is sympathetic but cognizant of the risk of extending credit to a new

company, especially under Manam’s strict credit policy for such transactions.

When Yusuf mentions this conversation to Fayez, the general manager, he is immediately interested.
Fayez notes that the company needs an additional 250,000 Dinar in sales to meet the quarterly budget

and, thus, ensure bonuses for management, including Yusuf.
Action: Yusuf decides to make the sale to his friend’s new business.

Please evaluate this action of Yusuf Ali by circling the extent of your agreement or disagreement with

each of the following statements

Strongly agree Agree Uncertain Disagree Strongly disagree
5 4 3 2 1
1. The situation above involves an ethical problem 5 4 3 2 1
2. The decision maker (Yusuf) should not decide to make the sale to his 5 4 3 2 1
friend
3. If I were Yusuf, I would make the same decision 5 4 3 2 1
4. The overall harm (if any) as a result of the action would be very small 5 4 3 2 1
5. Most people would agree that the action is wrong 5 4 3 2 1
6. Yusuf’s Action will not cause any harm in the immediate future 5 4 3 2 1

THE END. THANK YOU FOR YOUR HELP.

241




Appendix B: Arabic Questionnaire

w

University of
HUDDERSFIELD

The Business School

10 Y Cpaalaall BSAY) I AN ada o 3 Jfgall Apaalil) g dpadldldl Jal gl
A Al A L B A 1Y) Al

G dadll Al
WSy Al A2y y (S )

Ao yola Aaalay 8580 Gany el bl Qs oy o sl jee dasla/ doaladdl audy jualae Mind Eald)

i e b isall Lpadaiill Lol gall 5 duad sl Jal gall a5 4 50 8 Jiahy Ganll il Caagll o) sasiiall ASLaally

JSUdl 5 Wil aal e Capaill Alglae ) A8l Al Lpeliall S aIL cpla) Cpmlaall J3MAY) )l
S AL Apnulaal) agllac ) 35005 o L8 aggal 55 28 3l 48008Y)

B A5 Agleall JSUED 5f LWlalll (e e gena M ABLAYL ad il ALY (e de sane LlauY) o34 Gaual
Agsnlaal) agllac Y aginali vie Sl Jala G )Y Ganlal) 48l 53

3a gy Al alall ae A2 15 10 (e Lo Goatuin LAWY o3¢ 3353 sal) ALY S e AaY) )

e Jia L 5 Az g pmall VAl g Lliail) olas oSyl dga o aige Jadh Caalill Lgia (oY kiAo dagaa s

Al 4y Lgre Jalail) s slamall e sleall g cilla) JS (b oS0 aSl) S0 LS Canl) Calaal acl dpaaly) b
Caand) 138 Calaa] daadl Jah aadind o g Lol 5 LS

S35 e gl SN i o5 S
aslfﬁ) & Z\.?))PS.“J; fMU
sl ) Cund Ca gy aal salae)
Prof: Chris. J. Cowton 3 ¢Sy s
.\Eu).ﬂ\.&s :L\A\A .ﬂf\u).ﬁu :\MLA
saatall A<lelll saatall A<lelll
c.j.cowton@hud.ac.uk u0775392 @hud.a.uk

alabadyahmad @yahoo.com

I5




bl g sally (v') bl guda s gl Zday) AT a1 J8 ¢ S

oudal). 2 sadl 1

GAliad ya Jadd saa) g al Glliad oy JaB8 Baa) g Ji4)
Sy O 4w > 35-300-0 430 e 8 O

S0 40 o X0 g0 —350.0

(o) palnd) (5 gisall 3

1A il gial) Gpa(Llla ASLat) dle Juaata ad (g giua Jef 54

Se sl O Lo gia o sl [ Aalall 4 N 302N [
S S JUPS PR PRl | SosSallsled [0 dialdlsales O b/ a8 0O
sl 5
dlad pa Jadd Bas) g d)
Slgiw 15>-505.0 Gl 5 e B O
Lus e X0 Lu25-150.0

() AS i) L) il Al dsliall g 68 6
Allad e JaBd 5aa) g Bxy]
Gl Y15 el saiall [ Al cleliall [
A IV 5 daigl) cileluall [ el delia [
Sl s il delia Sl Lasll O
.................................. rllnd e 20x ¢ A1 0 dslesl Clebuall [
A8l culalad) aae
(eiadll)
Slad ya JaB3 Basf g i3
Jale 999 ;e sSI O dale 999 — 500 o= O dale 499 - 50 = O

(tad) ds il dslap oi .8

Aliab (e Jadh faal g Jid)
(%100 Fpmsty sl 5 (ad il 4S Jlas) Gala ¢ Ui [ (%100 Apmsiy & 5all &S glas) ole ¢ Ui [
il s sl (4 48 e A8 [ Otlae oS )5 A all (4 48 yide AL [

uind @l iy el g Ul (S ke 8L [

doludlasigd 9
G sldl e 8 Sl ansl ca) Jumiile S U A i o e ¢ 53 AAYT @l gLl ol Hl( aaall) A8 5l 2a 53 Ja i
(& A8 Jandl 20 g 20 ) 8 i€ (a Te a ol el sall Qi ana Slia) AT S 3 f (&1 ¢ gl @ sld) ae ) 8 o BDAY)
YO a0
(10) O aall Jim) @lliad e S Alay) i€ 13 Wl ¢ (7)) JIsaadl e Y] el il sty LlaY) il 1Y)

243




o o o o e o o o o o (2

A8l oy by il sl ol atine (e 5 5aT 61 3al (s 8 S ST Ll ael @ (iS85 LaY) i da

O00O0O0O0OO00OO0O0OO0OO0OOO0OO0OO0OO0OO0OO0OO0E

A ) L) e s

bl ae) 8 Jula 3 ga g e gl of Alall Y s Lay) |

O skl Aol il sl Lo Lgd laall U o S 5 il s 5 205l e lalal) 300 sk ) 5 LY
RESWRICERTW N

L3S )20 83 ¢plelal) S lalal oLt AS 01 Ay ena

Coslelall dana e g Gl eLsY g ol i) e
(DL e elinin¥) Alle (Jlad) da gad ) cpalalall (358

(A dend) el il il Jie )danl) g sa 853 gal) g Al 5 Jaall i L) cillalial
e G s sleladl ) alalall 5 AS L) G elliaal) by (il ¢ A gl

. Oalelall Apusilly il jall 323 5 85 oS ) an)

A8l e alee e oL AN Al Gl Al dee Y dalall A ) 5a

L 85 AS ) il gl il e Y Aliall il Sl 5 daganal) ye il jladll e gl

i el el A< 5 deas ) ALYl Y el dadail § VT 5 Cilana aladia |

8V RY (8 s 5 4 Sl e slaallS AS 0 AS glaal) e glaall ol alaaiuy)

(i Glaa A 5haiall 5 3y jud) e leall ) Al il sheall {pual) alainy) |

LAY il s il gall S pal g A Kall i gally 3,8 Adle |

ELAS A 7 lA e aed dedall A Sl SIS 5 Alaall i) SIS Lhagl e clalall J geany Adlaial) Glulpudl
Aol ol s CulS o) g Y sanll 5 5550

(..o sl G L S a5 peamial) i) ¢ LSRN Ll Jia ) ¢ 3 B ia)

€

N TR e NER U S N FOR SR

O e T e T O e O S e
0NN kWD~ O

19

L AS Al Aa) 35 Axen 20

LAY IS Al e Gaudliial) ae delxl ¢ i)

i) 5 el g il slaall 5 6l il 5 el il

AS il cladiie daDl g 33 s Gl

L ASall claial g il s oMe Y5 Ao al) Jie L) Gany ae Jaledll & Gauall 5 DY)
A8l aladin) Ll 5 4S5l Al Sl cullail) Ll 5 A5l dles,

21
22
.23
24

25

(Biaall) A pady Jaad) Fla 10
(Ehadl) @S il Jaly Jeal) lie dagda (uSad 3 ld il 5 LS slall (e de sane Jiad obial 43 saall <l jlaall
eLAi 45 gaal) ?@J‘Y‘ ) S B pud g l1a g olial ¢y gal) (puliial) pladiul JNA e @l jlad) ol Jsa eS.-,i\J sl ela )

e g

[APIAEY

0

1 2 3 4 5

S O O OO OO OO OO O o o oo

— e b e e e e e e e e e e e e

NN DN DN DN DNDNDDNDDNDDNDDNDDNDDNDNDNDND

W W W W W W W W W W W ww w w Ww

aellec Y agilal vie Ayigall of A Al uleall A8ay 5 () griy AS 8l 038 8 Cplalall Of 4l siall (e
AS ) 03 Cabusl 5 Logun Ui Al Al (EMAY) & gludl el 8 i (il i) Jis

AV @l e JS e iSRS AL Aigal) ubaal) s 0l il cplalad) Qe 05 O @8 5iall (1
- 08 ol ety ¥ o g a1 8 (o O A8 800 Lulul) 1Y) (e

LY 3 Laaline s G e asbasd U5 AS 8 Ay o ) cl il ans

AT e 3 6l Ga ST AS il Aaliaay ¢ saign 4S80 ¢ skalal)

Meinlian 5 ia s o ol 4S5 02 plalall 58 ) sl (e

AS il Aaliag i S 1) @ sial) s ad) e e g olal a2

ol dale 5 (O s V) Al e ST a33la 5 anlie 5 Le Jans st &) o il (4

sl e ulill dale 5 (il ) e Dand) Aaliany 48 Al () slalall gy dpaa 5 Lol g 4y o IS
ple Sy adinall olat A s jusally S (ulea) agaal 4S il o3 8 () slalall

RS A5l L 1Y) (g i el dale 5 N el I i 48 jaa

Ladll oa Loy maniall g8 Lo dudiy ) 50 4S il s 83 )8 JS

Apaddll 5 AEMAY) agilaiies 4S 8l 038 & Galalall ay of a8 sl (g

ABMAY) agiabiay ) 50 yiug A58l 028 b () shalal)

)y eaally e JS Gulusa) (o 4S80 02 st ) Syl 5Y1 (e

B R T S TG S T ST S SN SN N SN SN SN SN
N L L L L b D b W b b WD e e WD

244

o RING Rro O N SO VORI R

e T e
NN AW~ O




S ¢ 5l
a8 Ay aladl aa gt JS bl 45 5aall U8 Y1 aaf e 3 jila e gy lld g alial 45 sl i Ll 8 oS4l ) el ol )l
atil) die W) il aladid syl lal) 0da (e oY BllA o dagmaa il

las (881 50 e Gl oo e s 4 5 las (88 5
1 2 3 4 5

2 3 4 5 an AL s S sl ia jal il a5 Y il aSsle o) e S Gl aji gl e oy ]
2 3 4 5 Bl Al jra sl e i) i 4 et ¥ O cng Ol AT s g gl gy 2
2 3 4 5 IS (o Aliaal) piliall 5f 31 5dl) e laill (may Uad Wails pdiad pall ) puall a5 disal 3
2 3 4 5 AT Y i) dmall el a5 dee sl dlu gbiama Y fajigl e cny 4
2 3 4 5 o AT 28 Bl s el S dags N bl e Al kb am Bl gle b a Y ol ol e oy 5
2 3 4 5 Akl aae o ails QAT GaddiBe) 0 (535 Gpme sl dl@ll JS 1Y 6
2 3 4 5 Lehang 38 (Al Al Abual) Al 4331 50 e Teliy 4y alLill ade gl (pma o puai gl sl aldl) Jlidl o) 7

AT e gk iiay
2 3 4 5 Ceine sl sl sl e OsSEO) n Gill Aali 530 8 8
2 3 4 5 CrAY) Al salas Lmaill (g uall e Tl 0S89
2 3 4 5 Ml L) plie pe € 3 ) 4 1l il S JLad) p ASNAYI LS 10
2 3 4 5 SORY) Ll Glae 5 Qs (g (8 an 5 O ik T Faga s Aisma AEMAT (oubaa A lia cud 11
2 3 4 5 DA e s g AT ) Ame Alls e sy DA ke 12

2 3 4 5 Bla padd Hlai dga g (he GIIAT S sl yiimy La Cum g 3 4053 (e Lal) Lo O amy A83AY) el 13
DA pads Ghidea s ge WDAT e (S
2 3 4 5 ) peall sl daiall G e 8 O oS ¥ ABNAY) (ol e Al £ )5V 14

2 03 45 e BT e S AT i L 0 Tk deda Tl (S0 Y e gadd Y BT 8 Ldss Vsl 15
At (il e

2 03 405 Vsl o ade cny oS ol i g dpadd (sale g e 8 Ge 5 ke Al DAY sl 16
COAY) e ASaY) laa) b aadid

2003 45 salbieleay s IS med of (a2l e 8 Gl (G ALE) ) A8 eyl 17
L4 dalal) 2l ac) 68

2 3 4 5 e G5 ol ORa SLS sl g5l (mny Sisan whases (5315 ANV i sall o lall s ol il 18
Lol Aplall B A8 5 QB8 3y 5

2 3 4 5 e JSJ adindaie e QD e of s ¢ plaal o (Say 3SIL Blati Agma sae gl fae Y119
Al L an gy 3 AN

2 3 4 5 A Ll 5 o paailly Al iy lall e e (BAT e 5l GRS el Q3SN i) 20

245




Gllll) ¢ 3ad)

Csthaall s S AN Jals dpslaall sllacd agilal tie Gulaall 4al s 8 ) Lpal Y1 Lleall G Gany )
Ala JS o 8 0 saall (ebiiall Laddioe Lgie JS e a5 plaall Al dlal 5 dlla JS 31 53

(A% Alanll AdAY
Canall 48 5 A2l Aadltl 5 (5 €l A licall S ganls B Gyl G ylaY) Glad) aal s lise S
Coam 438 305 26,30 ¢ 558 ol ) Zlibe canlacdll (8 S ,30 ot I 5l 8 1 (po 55 oplaad a3l

DAY S Ll gaa) e

iy OIS (2l il v V) aein (a5 (s el g Al Cpibiall (il gall (e S e il e 3 cilanall 4S5
Zlide Y e WS Jall e gl e il Gyl Wil o6 of e el il dlee Jd ol Giladl g dl Gud ) Guaa
Al s
Oe Laary axiiog 4dl san Jaadl & Al aile jlas (e 220 o Talaie )y (G puil) Jlase (& 4550005 adl 2 JU0Y)
ISy Jexd ) o3 o) Jsill (S 43) V) lihe Canlaall Zaglle e yiied )5 A oY) 5 Apalad) 2o g8ll 5 Cadly)
5 zliie Claall v ol GBI jume o g ¢ Alle 685 O @ s clagaall sl 35 8 4S8N <l ) o 3 (oY) ) as
e Tadine i g jadl @lli slaiel s adsh ash Olabe WY & 8 e o G aall e JEWY) Cliy pan )l
) e Y e Lgiiae 5 Juadilly Leina) jo (4 ~Ue Cuulal)

Cuualaall 518 A8 AL LeBe (sa0 5 el )l daua 5 Lga 8 aidiall 5 5 0l i g pumall o E (e paall ) 330 1155
Jaal) oo (e Lie (5 Lo - sansa ill b g pumall iy A8 Al Jpent Aleny 4y all 2o MY dga say Uik
Jlee Yl o2 Jiay alill) aiai 48 il of 3) ccund) (A din 5 L uald il 5 4S8 Jlee | Gy Aalal) dellall iy ae
JSi agle o) ) de SEGYT ) V) AS 0 daead el 50 A e ad e il il de SV FUde al Sl 3 e
& OsSam AS AL Ui Hind | dluaia o) 5 Aalall 4y yhay Lera anlifis 43l 5 5a¥) 4l i 50y &l o o il s
ki

. A\Sﬂﬂulﬁjjmd\eﬂbdw Uncuc:\n\)d\"é)\d‘\c.\m e&)}ﬁtﬁiﬁ@u@\;(ﬁﬁﬂ!)ﬁjﬂ!

< bal) el &3 gaall 28 Y1 aad e 5 5313 auia g el 5 2 Uiie Canlaall )8 ae (G845 Y g ¢ 5885 () (s2all ol el )
?‘”‘S ) dkee & &Lﬂ‘ obtall (a0dtine slial Ayl

By (98) 90y 8 50 e STENY 8 5a 3k (38 5a
1 2 3 4 5
1 2 3 4 5 AT Aae ecati odle | pd) WY ]
1 2 3 4 5 AS,alcilipad dlliduad Lle (e danl a5l jls (plite) cauladl Lo ny 2
1 2 3 4 5 i g mal) ol Joan Ailee (e nnlyall 5 10) 415 () Gl (2l ) canladl (i< 1Y 3
1 2 3 4 5 fan Dy ole S5y iimg an 5 ) (glie) andadd) (U185l b (e il ) puall - 4
1 2 3 4 5 hlA IR s (plite) sl Jl A O e st (ulil) alaxs 5
1 2 3 4 5 Gl Jitall (8 ) e gl O (e ol (L15 l) Al 6

246




A0 Aleat) Al

28l el b Al ALY L andll Gy dy (Gaelial) @ISl gaaly AW ¢ 550 ) anSH e SELY)
caladl 13¢5 uaall Colal ) AS 8l (3ia3 ol b5 pma e 4S8l 5 1) (ulae plaial 8 GV 23 aily aa pal 88 AS Al
Coall 8 e e )81 ol s Jalal) JLal Gl 30l 3 U dsls 338580 of LS

e ol SEY) Gl e sls s dalall QL) el 83l 3 AiSee A s (5 (500 Y allas 35) Ul sl iy 01 Y
L 5y o il yf 5 Jaal) Aailsy jaiall Jaall s apa ) (e 58S BT el J2a)) dla apa ) (Y 1k (o eadll
Staisa Tal |52y G yeadl) (e g e Jgean) Jrag 21 Y1 (il 8 i jand)

b S () ol il )y JNA (el g 63 1Y) G s (o Sl (30 4k Al 35 e 7 i Alla
el (e ga sl Al e ealadll @IS bl clbaa i JB ela) ) ALYl demidd 5 Lebuaas
AL A sl Lgiad GuSadl damaall ) gally jladl adad ()5 0 dad ekl 35 iy (ol il 535120 o lA])

£) e ()l ol 5 Aaally S Ll saa) e Cuaie Jidy ) 5 deal Y1 4dl pa g g sall 138 alle (8L i)
s _obiiely AS Al Al el (6 o adde i il (e adls (o alle b alall ae Alal) SlaAIL i D) 4ia ) gallay 43S 55
Jaall (8 GadAY) Gedille da 0 e 05K of G itall (g 43) LS (S El el andll) ast

Alall Coglall i Ladie 4y celud) 028 Jdy agii Lo Glle S il o Al jaal) elal sy aeal o V)
lad Ay 4 ye Al (a0 allus 48] S0 dealf Al lly ) LYl | 3aally Cilie D (e Aledy 2lile dyazs A 43S 5
CASpally el alead 43laid ) 055 Alea (g) QSIS )) ade dgle (a iy 43) 5 Jand) ayi 501 Jla 8 Al

el (ALl (5l e ) bl Ay dddh e b el i (el adl) agi ) e 3G (1 ANYE sl
_aaly

aaf e 50 aua g @lld 5 485800 (el andll i ) alls SEGYT 18 ae (05885 Y g ¢ 9885) 3 ol ai ela
el dglee 8 ) Gl Gpeadiiie olial Aipaall <l el alal 45 sl ol ,Y)

By (98) 90y 8l sa s Ul 8 5 3k (38 5a
1 2 3 4 5
1 2 3 4 5 AEIA] UShe et e Apall A ]
1 2 3 4 5 ol S ey o Gty Y ol alle SEGYT e cny 2
1 2 3 4 5 AL (padh 22 il ol HEWY) (e S 1Y) 3
1 2 3 4 5 Shas Dpia ale IS e aa 0f el 36UV (L1351 sl e @il ,uall 4
1 2 3 4 5 Chla I s Al HELY) ) O e 0 st Gulill alaxs 5
1 2 3 4 5 C Al i) (B ) e (ol () Wl 6V (18 ) sl 6

247




AANEY dland) ANAY)

) aagd M) dgealad) A Hall Al 4alie 35 4B pa Cadaly 605 s By (padl Sl jaall) s Y

Ob e 3V jas (paally Jandil) jpae)deas WY o(aiaaly Clagal yae) Gua L) SIS 5 (piaally Joail)

(madly Clagdl) ya0) Cpuen M) Jsiy Sl e Gty Joncdil 56l 500 50 @lld g i gaS daslaia ) dsls i ciacadll
el alal & asbaall o Juadl) aiaall Geaa il 30 colaiiall alas < 5 Jali g Jaseil 30US 30l 5 b

gy Ols el el (Y 5l 5000 st A il yidiall dlae Aoy 35 iy (oaals Al A8 580 s (525
(s Juscill ey Jnd 81 0 0¥ (ol 4 ge e Jpemall dey ) alaad) 138 a3 o)l ey
Eumy el ¥ (e Ao sene ) saad) i gnaSl) A shaieg Galdll ol pall el A3a3 ddee MR Ge Gl lah O 2
Jshll g puall uiniy o5 (e g suaall 5 guaSll daglaia alad (go dakad JSI L 5000 e el 5Y) o8 (g gl slai¥
ol Alee o 48) gall 3 oY) e Clialiall

Laldl e G5 4S8N Sl dgay o TonS Tad ey @iy Gl () Tam aley (paaaly JW) padl) Hila Sy
sl ddee o (@8 5 dleill Al S el (e ae I e g i g g a5 dpaladll

Omen SV ad pilea WY Ll a8 i) (g i) ) il L) LS 25 3aaal) A glasdlly Jesll (e e A 2ay
ik 8 el Alee Lo s A AESH () 8350 Cn JA Cpmal el )5 saaall A slasall A0S5 oLy Tas 308 43
el sall o Sl g LY o) Al @lldy ASEAN 3 g G yiag(aiaally Clagall juae) Gua ALY AS AL Ladldl)
Jan il Ll o adlassa (2 93ie ) 5 ala Jasan

L) o Lain gamae A V1) gl A shaidd il Cunall JA e @l el il 3 g e Y
I S daea 8 e b ilia LY (e callay &) LS (i 5 jucadll

iy ol 13 Jdins Ao ghaial) (b ASY) o) ] @l g Jom W) aed 3 J)aia¥) e (385 la LY 2(L)_aN)E sl
. A shasall ) Cupaail Aleny Aalall LYl i s puaall ads

ABLY1 sl e 5 iy auzm g @lld 5 (piaally W) padll) silia L) )8 ae (O 9885 Y gl ¢ 885) A saal) Ay ela
el Aglee & 6N (bl Gaeadiives sbial Aiaall <l jladl alal 45 50l

By (98) ge y O8) 50 e Alsa 8 5a 3oy (38 5a
1 2 3 4 5
1 2 3 4 5 AAT Uia pacat odlef i) AN ]

1 2 3 4 5 hah Y e i) bl el §f Cajaayy ¥ o (paals Sl ) il ) e Gy 2

1 2 3 4 5 VAN e 3A il s JELY) K K13 3
1 2 3 4 5 Tas Dy ale S50 yiiag a5 o) ilea 3V (L13 Sl) b Ge il )l 4
1 2 3 4 5 Bl I8 s e LY ol e ) gt il plaee S

1 2 3 4 5 A Jaaal) ) e (s (o dba JEYY (U)8) s 6

248




dagl ) dland) A0l

& Aaadidl 5 anall Ao il Lelicall S EN san) ol 4858 8 ) Gl ) delioe Caaia gy Jidy
N JEWEN] z)ﬁi@mgdﬂ W A ) Clanall aiat Jlas

Baga gl il ety cdantall Ayl 5yl ac kel ) AU dadady s s el (e Clinaedd) Al 8 s gy LY
Al oyl o3 8 1A daa s dilee ol paY oAl il jaS e il ) Zlisg s Taa by Juae (e e L
Byl oda 8 fan T8 Cau gy M) Jb i dpeall

JSLaall (any G 4S 3300 ALY 038 3 sm ga e (G sy S0 8Ll G yl) ee ALY AS AN Ml (8l )
JS A 5 dalga Aol g aie AUS GIL o gy U o s8y Of ) oal ) Y1 e s la) 8 Aa s A ) cool il Al

il dalaiall el )l

Glo A8, Clatie (e 3S LS Alee o A8 pal) die calhyg 4 Jealy Chu gy MU alall) (BaaY) sl
shlaal @l ae gl b 84S cad) dlead e gy LY () ae ) (o bl adali Ty o aadaieg Sis lual)
g 5 3] Anailly )il AS Al A jlall Gl Ay 358 Jb (8 Aala (0 5Sll Alpaa Baaa AS Al Al () oall aaa B30 )
laleall (e

sl e il diiaa (g 4t e 3 Aislaall e (RSl alall oaall) SSladlae sl Can gy Wind! Sl Laie
oy Gaindl Slagdl) (e 5l 250,000 G Aals (8 4S8 b Chu g AU LT o g pally 2Dl de ALY Sl
Jadi Al g 5o ALl Sl e Jpmnll &l ey (st gl Clagaall Gy il 45 3) gall) 4y siaad) ayl) 4530 all
Leal o g 30

Bl 4 48 A cilatiall an dlee e (381 5 G gy S (1AM sbead)

aaf e 5 iy pu g elld g A4S Hally el () pall aelie Cis 5y JEGYT 1 8 ae (O 9BES Y gl ¢y 58EE) () (el anis ela )
el lee 8 A bl (pendiiose ool Al il jlall alel 45 saall A8 Y1

82y (38 9e S 38 e e 34 5 82y (38 9
1 2 3 4 5

1 2 3 4 5 AR A et odef Apdl WY ]
1 2 3 4 5 ) JLaall 1N 3 Y o i B0V e (i 2
1 2 3 4 5 DAl s A o gy ELY) lSe i€ 1Y) 3
1 2 3 4 5 Jalpaale S5 e aay o Cias 30 (OS] Wl e il ol 4
1 2 3 4 5 BRI s Caugy ALY 1A O e 0 st il alaxe 5
1 2 3 4 5 Al i) (3 ) e (g o ) i BBV Q85 6

249




sl ) & )

Taae i 8 3l Llcadll ol JSUaall (e L0 S Al (e apaally Appalaall 5 40lall agllac Y aginali oL () sanlaall 4a 5y L Glle
Lot LS5 (aall 480 g Aa o Lo 5 a5 s (€ gl Lgia tny (531 e 5 g Lol ol (il sacall B j0 Jpm ¥ sl (40

LS ¢ s JS 3 () saall ebiiall Lodiine (V) bl suadl e Adad) o sllaall 5 ¢ JSLEA 5 LLiaill 53 (e A gana ool Lash
Caaiall ¢ Jally LRy llh 5 48,80 Eigaall 5 She s Aage Ll (55 sAT USLae ol Ll 441 Aila) (95 sS0 oSia by
- el

¢ AEBNAY) Aalil) (pe daga piiad JSLA) o) LR oda of Slind gaa i ) 1

1 2 3 4 5

¢ Jaadl aily) o L) JSUE) gf LLGARN 23gd aioaliia i S5 An 0 AL 2

GABY) e 2 Y S Gaal ) e S B K oS ISy ) S fan aS JS S5
1 2 3 4 5
sl da s sl da o ALl g Aplaal) agllac Y agisali die i 1Y) Cpaaalaall A g5 38 ) JSLaal) gl L))

2 3 4 5|1 2 3 4 5| Al ddind cle s i)y el yll A il ) el s alaBY1 3 ) sall g 58 dllae a2 ||
. aad
2 3 4 5|1 2 3 4 5 Al Jals e ganall g ol Y1y Ay il 31 sall 5 3p0laBY) 3 ) gall 1555 3 Cilalll) axe 2
a5l AL Adlindl ¢ 5
2 3 4 5|1 2 3 45 Apadd ClSe Giatl (Callall Jrand 35k i) dpalaall cullu) s Qe e 3l 3

2 3 4 5|1 2 3 45 Al el GanY) g e g8l shai g el ol bladl s itaally Al liball 5 e sheal) Jaas 4
S8l g g sl Glans 0 sSliay e (LI Gy Cilaagd uindl Gaalaall 3 (e
2 3 4 5|1 2 3 4 5| 4,30 Ll ey sl sl jilais olleiil g blandl y ilaally Ll lilall 5 e sheal) Jpaas 5
Lol Glaagd cuiadl cpanlaall J8 g

2 3 4 5|1 23 45 Cale ) aRat AS 8 ) Sl s ALY AS 8l 8 uaiall agdleliS 5 agdl el Calaall aladinl 6
.’W’ A

2 3 4 5|1 2 3 4 5 L) AS ) il Blaty G Jas (5 el 3laned) 5 3 glall aladinl 7
34 51 3 04 5| s aSall adlie Gaiad ) sae ld o) safie) Lanl 4S50 cilulow slad s G Galad) a8 8

LAYt LS Sl Gy IS5 ) e el (S

2 3 4 5|1 2 3 45 Aaadd il el a3 8 7 A Gl LY AS A0 Aald & e e lae o 2Ll
2 3 4 5|1 2 3 4 5 il agual el Aaaad A8 Al Aalal) il il sleall Cpualad) aladind 10
2 3 4 5|1 23 45 o AY) oo Adliad) AENAY) Al e A8l Lilg alee &5 e el aal Jla) 11
2 3 4 5|1 2 3 4 5| sl el slae) vie cpalaal Ji e dolaii¥) e glaall 5 cilbilall Guis S ) Sisale) 12
el Al Ziall i ) sall Sy 45 gaall Alal) asl) (Blasiaal il agaludd
2 3 4 5|1 23 45 epmlae dilacan i3I0y o3 13
2 3 4 5|1 2 3 45 AS AL Jeall Al da 8 dniay (58 Uadd Cpnladl) aal U (e deial) IS 14
2 3 4 5|1 23 45 A AL Joall Ll A b dnia o BT e (€ sl dentle S Cpandlad) 2l IS ) 15
2 3 4 5|1 23 45 AL dsmaall pe s DAY pLEY) Esaa e Bkl b Sleal) § 31 A unlaall L2316
2 3 4 5|1 2 3 4 5| (& .. Y ulall Al gl jalS ) 48 5 il ol 5 ilanal sl U8 e ) aladiuy) 17
2 3 4 5|1 2 3 4 5 AS,al J20 Galaall Alabes die ¢l jaad)l J8 e Ay susall g Suadll aladtul 18
2 3 4 501 2 3 4 5| sbobeodel S¥alys, Siagsdaga el s is sSignl s soAT Jilue 5l Llad 4 cllin S 13,19
NN  VNUROA | IIVATE ¥F- PRV TP PN VTR BV SR ) EN TR
2 3 4 51 2 3 A 5 e
2 3 4 5|1 2 3 A 5 e
2 3 4 51 2 3 A 5 e
2 3 4 5|1 2 3 A 5 | et
2 3 4 5|1 23 45

250




Appendix C: Correlation Results of Independent Continuance Variables

Appendix C;: Management Accountants

Variables | Gender | Idealism | Relativism | LC | CI | SR | PM | MC, | SC, | T, | MG, | SG | TL | MC; | SC, | T, | MC, | SC, | TI,
Gender 1.00

Idealism 00 1.00

Relativism 12 19% 1.00

LC -.04 A9 13 1.00

CI -.13 A3%* A8## S56%* 1.00

SR -.07 A8E .09 ST7*E .68%* 1.00

PM ~04 12 09 275 | 33+ | B39%* | 1.00

MC, .00 .06 -.11 .07 .04 .05 -.11 1.00

SC, -.03 .04 .01 .02 .10 -.01 -.07 A1 1.00

TI, -.05 .09 .04 JA4* 12 12 .04 38 .07 1.00

MC, -.02 .08 - 18* .07 .05 .03 -.05 38 -.12 e22:kH 1.00

SC, -.04 .06 -.11 16* .10 .04 -.02 .08 37 16* .08 1.00

TI, .05 .09 -.07 .08 .05 .00 -.02 26%% -.07 s25:kH S56%* .08 1.00

MGC; .06 .05 -.05 .02 .01 -.01 -.16* 23k -.01 19%* 7%= .06 2358 1.00

SC;, -.03 .08 -.06 20%* .16* 21%* -.02 -.06 E22:kH -.03 -.01 20%* -.09 30** 1.00

TL, A1 .03 -.08 -.08 -.08 -.04 -15% 7% -.05 21%* 29%% .05 34* 63 24%* 1.00

MC, -.01 .03 -14* -.01 -.04 -.06 -.03 .09 -.09 A5* 38 .06 38* 37 .01 A40%* 1.00

SCy -.04 13 14* A8E A1 A3%* 14* -.04 12 A7* .05 A5* .10 .06 20%* 16* 30** 1.00

T, -.05 .04 -.05 -.04 -.06 -.05 -.12 12 .01 16* 19%* A3* 30% 20ss .05 34 L607%* 33k 1.00

LC; law and professional code; CI: company interest; SR: social responsibility; PM: personal morality; MC1: magnitude of consequences; SC: social consensus; TI: temporal immediacy; 1:
scenario 1; 2: scenario 2; 3: scenario 3; 4: scenario 4.
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Appendix C;: Accounting Students

Variables Gender Idealism Relativism MC,; SC, TI, MG, SC, TI, MGC; SC; TI; MC, SC, TI,
Gender 1.00

Idealism -01 1.00

Relativism -01 26% 1.00

MC, .02 .03 -.03 1.00

SC, -.06 -.06 -.05 .10 1.00

TI, -.04 .04 -.10 13 .14 1.00

MC, .06 .09 -.07 30% -.05 .07 1.00

SG, -.07 -.05 -.03 14 20% .09 A1 1.00

TL, .09 .14 -.15 15 .10 21% 24% -.01 1.00

MG, -.03 -.04 -.16* 15 -.07 .02 20% .14 .10 1.00

SC; -.01 .07 -.16* A7* .05 .02 .08 .14 -.08 .09 1.00

Tl -.01 23% -.06 35% .02 14 22% .08 30% 26% 25 1.00

MC, .05 .03 -11 A1 -07 -.02 28%* -.03 12 .26* .04 13 1.00

SC, -.06 .15 .05 20% -.01 -.01 .04 .14 .03 .09 27* .01 15 1.00

TL, .00 A7 .03 24 -10 .03 J19% -.06 23 29% .08 31 42% 22% 1.00

MCI1: magnitude of consequences; SC: social consensus; TI: temporal immediacy; 1: scenario 1; 2: scenario 2; 3: scenario 3; 4: scenario 4.
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Appendix D: Correlation Results of Continuance Independent and Dependent Variables

Appendix D;: Management Accountants

EDM Stages Ethical Recognition Ethical Judgment Ethical Intention

and Variables Scenario 1 Scenario 2 Scenario 3 Scenario 4 Scenario 1 Scenario 2 Scenario 3 Scenario 4 Scenario 1 Scenario 2 Scenario 3 Scenario 4
Idealism 25%% 23%% .16* -.01 22* 30** .16* .10 28%%F .04 A5% 07
Relativism -.09 -13% -.13 -.04 .01 -.08 -.02 .03 -.10 -23%% -.08 -15%
LC -.01 10 JA9%* .07 .09 .09 16%* 5% .08 .09 19%* .01
CI .03 A1 .08 .02 .08 .06 .09 01 11 .05 J14* .03
SR 11 .10 .06 .02 07 .06 3% .06 J14* .04 A5% .04
PM -14% -.03 -.05 -.06 -20%% -.04 .01 -.01 A1 .03 .01 .09
MC .06 41%* 41%* 24+* 5% 31 31* 47F* 27% 38** ST S2*
SC -.01 A3 34 42+* 102 ol (451 43%* 45%* .08 36** 40+ 36%*
TI A7% 36** 42%* J4* 23% 2% 2% 46** 26%* 31 A4 SR

EDM: Ethical Decision Making; LC; Law and Professional Code; CI: Company Interest; SR: Social Responsibility; PM: Personal Morality; MC: Magnitude of Consequences; SC: Social
Consensus; TI: Temporal Immediacy.

Appendix D2:. Accounting Students

EDM Stages and Ethical Recognition Ethical Judgment Ethical Intention

Variables Scenario 1 Scenario 2 Scenario 3 Scenario 4 Scenario 1 Scenario 2 Scenario 3 Scenario 4 Scenario 1 Scenario 2 Scenario 3 Scenario 4
Idealism 38#E 38#E 28%%F 20% 31#* 28%* .14 8% -.08 -.14 -.14 -.19%
Relativism .03 -.08 14 15 15 -.08 .05 .06 A3 A7% 10 -.02
MC A1 .03 A8* 12 A1 10 .09 26%* - 25%% -29%% - 25%% -31%*
SC -.05 -.06 25%% 21%% =22k .06 20% 20% 27 %% -.13 =22%% -28%%
TI .09 19% J7E 32%% -.05 .06 30%#* 39 -.26%* -.39%% - 40%* - 43%*

EDM: Ethical Decision Making; MC: Magnitude of Consequences; SC: Social Consensus; TI: Temporal Immediacy.
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Appendix E: Multiple Regression Results of VIF and Durbin-Watson

Ethical Decision Management Accountants Accounting Students
Making Stages and VIF (range) Durbin - Watson VIF (range) Durbin - Watson
Scenarios

Ethical Recognition

Scenario 1 1.05-2.08 2.05 1.03-1.13 2.15
Scenario 2 1.06 —2.16 2.02 1.02-1.12 2.00
Scenario 3 1.05 -2.18 2.14 1.10-1.22 1.86
Scenario 4 1.10-2.16 1.78 1.07 - 1.29 2.01
Ethical Judgment

Scenario 1 1.10 - 2.08 2.05 1.03-1.12 2.10
Scenario 2 1.06 - 2.16 1.95 1.02 -1.12 1.97
Scenario 3 1.09 - 2.19 1.81 1.11-1.22 1.90
Scenario 4 1.10-2.16 2.09 1.07-1.29 2.00
Ethical intention

Scenario 1 1.03-2.35 1.73 1.02-1.13 2.05
Scenario 2 1.06 - 2.16 1.95 1.02 -1.12 1.98
Scenario 3 1.10-2.18 1.64 1.11-1.20 2.09
Scenario 4 1.10-2.16 2.01 1.06 — 1.30 1.92

Appendix F: Moral Intensity: Mean (SD), ANOVA Repeated Measure Results

Moral Intensity Scenario 1 | Scenario 2 | Scenario3 | Scenario 4 of E

Dimensions & Scenarios M(S.D) M(S.D) M(S.D) M(S.D)
Management Accountants
Magnitude of Consequences 33 (1.1) 3.7(1.2) 3.4(1.1) 3.5(1.0) 3 | 9.279%%*
Social Consensus 3.3(1.2) 3.5(1.2) 3.2(1.1) 3.2(1.1) 3 | 3.779%
Temporal Immediacy 3.4(1.2) 3.6 (1.0) 3.4(1.1) 3.4 (1.0) 3| 3.214%
Accounting Students
Magnitude of Consequences 3.4 (1.1) 3.7(1.2) 34 (1.1) 3.4 (1.1) 3 2.478
Social Consensus 29(1.4) 3.2(1.2) 3.1(1.2) 3.1(1.1) 3 2.368
Temporal Immediacy 3.5(1.3) 3.7(1.2) 3.5(1.2) 3.4(1.2) 3 1.302

*p < 0.05; **p <.001
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Appendix G: Scatterplots (Dependent Variables)

Appendix G1: Accounting Students

Scatterplots
Accounting Students’ Ethical Recognition: Scenario 1
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Scatterplots
Accounting Students' Ethical Judgment: Scenario 1
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Scatterplots
Accounting Students' Ethical Judgment: Scenario 3
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Scatterplots
Accounting Students' Ethical Intention: Scenario 1
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Scatterplots
Accounting Students' Ethical Intention: Scenario 3
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Appendix G2: Management Accountants

Scatterplots
Management Accountants’ Ethical Recognition: Scenario 1
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Scatterplots

Management Accountants’ Ethical Recognition: Scenario 3
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Scatterplots
Management Accountants’ Ethical Judgment: Scenario 1
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Scatterplots

Management Accountants’ Ethical Judgment: Scenario 3
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Scatterplots

Management Accountants’ Ethical Intention: Scenario 1
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