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Abstract 
The present research aims as studying the relationship between ethical reasoning in accounting and the decision- 
making process of accounting students. It has studied the ethical reasoning level of accounting students through 
using the ethical dilemma test and the ethical reasoning relationship with perception, intentions and the ethical 
orientation variables which are considered important in ethical decision making through the specialized 
multidimensional ethics scale questionnaire. In addition gender, education level, and age variables are considered 
as control variables in the present study. The under- study sample consists of 176 students of master’s and PhD 
students of accounting major from different universities. The findings of the study indicate that the accounting 
students have high levels of ethical reasoning. Generally speaking the results indicate the fact that the capability of 
the students in resolving ethical difficulties and their ability to identify ethical and unethical issues is great. But 
since the students may have various reactions under different conditions we cannot claim for sure that they use a 
rational reasoning and an organized behavior in the process of ethical decision making when they encounter 
ethical difficulties. 
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Introduction 
Ever since the development of Accounting Ethical 
by the American Institute of Certified Public 
Accountants in 1905 the accounting society has 
encountered ethical dilemma the recent 
economical events in the first year of this century 
has shaken the accounting profession. These 
financial disasters by companies such as Enron, 
World come, and Arthur Anderson and … have 
raised so many questions about official 
accountants’ authenticity and honesty in the past 
decade (Douglas et al, 2001). Along with the 
occurrence of these types of crises this question 
comes to mind that why and how did these 
scandals take place? Retelling these disasters 
reflects profit management and presenting fake 

financial reports and documents which indicate 
the auditor not being independent in these 
companies in other words all these disasters stem 
from professional judgment and ethical weakness 
of the accountants (Abdolmohammadi et al, 2009). 
Accountants are commonly weak in the knowledge 
and capability to analyze the issues but they do 
encounter ethical- issues conflict and cannot select 
a method which is consistent with their values and 
professional regulations and executing their jobs) 
Flanagan and clarke, 2007). Therefore the necessity 
for improving accounting ethical behavior in 
performance is from auditing, accounting and tax 
and development counseling influencing the 
perception and understanding of the working 
individuals’ capability in the field of reasoning and 
ethical behavior (Ponemon, 1992). Ethical 
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reasoning is mostly presented with Kohlberg’s 
theory of cognitive moral formation this theory 
emphasizes the process used by individuals in 
determining good and bad. Kohlberg has placed 
the individuals’ ethical judgment growth in three 
levels. First level: pre-conventional level, the 
individual regulates his or her behaviors on the 
basis of their material consequences 
(encouragement or punishment) or on the basis of 
the laws passed for him or her (for instance 
parents). In this stage behavior has not yet become 
internalized and established and in fact there are 
no real ethical criteria for the individual. Second 
stage: conventional ethics stage, the individual’s 
behavior in this stage is intended to adjust and 
adapt to the social order. Therefore his or her 
ethics stem from tendencies which he or she has to 
protect and maintain this order. The ethical 
criteria have not yet been internalized and 
established in this stage either. Third stage: post-
conventional stage and based on ethical principles, 
in this stage ethics goes beyond social norms and is 
based on general and comprehensive principles in 
this stage humans start asking for different 
people’s opinion about values, beliefs and ideas. 
Based on Kohlberg’s idea, (Rest, 1986) suggested a 
four- part model for ethical decision making of 
individuals so that the ethical thoughts and 
behavior of the individuals can be evaluated, he 
states that in order for individuals to behave 
morally they need to go through at least four 
psychological stages (ethical sensitivity, ethical 
judgment, ethical motivation and ethical 
personality). The first stage is ethical sensitivity. 
Ethical decisional making process begins with 
understanding the ethical issue. ethical reasoning 
would be in the next stage which results in ethical 
judgment. The third stage is the ethical intention 
and ethical tendency and finally ethical behavior 
and an individual carries out an action after having 
the tendency for doing an ethical action (Fleming et 
al, 2009). Ethical perception is a factor which leads 
to ethical sensitivity. And ethical reasoning has a 
determining role in accounting judgments, 
auditing and the cases of revealing critical 
information, auditor’s independency and 
discovering fraud. Therefore ethical reasoning is 
essential in ethical decision making (Shaub, 1994). 
Ethical decision making process begins when an 
individual encounters a complex ethical situation. 
The individual consequently judges and forms his 
or her behavioral intentions (Valentine and 
Bateman, 2011). This research has attended to 
ethical reasoning on the basis of Roast’s model. 
Considering the theoretical principles of the 
previous studies and their results which will be 
stated in the following sections, the basic aim of 
the present research is to investigate the ethical 
reasoning level of the accounting students and 

explaining the relationship between ethical 
reasoning in accounting with ethical orientation , 
intention, and understanding therefore:  
The fundamental question of this research is that 
what is the relationship between ethical reasoning 
and ethical decision making process? 
 
Review of the Related Literature 
Recent researches have stated that topics on ethics 
in accounting attend to 3 major areas:  
1) Ethical development researches which make an 

effort to discover fundamental ethical 
reasoning processes from accountants and 
auditors in their performances (Ponemon, 1992; 
Shaub, 1994; Cohen, 2001; Buchan, 2005). 

2) Ethical judgment studies the relationship 
between ethical reasoning and ethical behavior 
of the accountants in the field of accounting and 
auditing (Ponemon and Gebhurt, 1990; Arnold 
and Ponemon, 1991; Ponemon, 1993, 1995; 
Shaub and Lawrence, 1996). Like the second 
group, this research studies the relationship 
between ethical reasoning and ethical 
orientation, intention and understanding. 

3) Finally, studies in ethical educations investigate 
the effects of educational interferences with 
ethical methods improvement and the ability in 
ethical reasoning in accounting students. The 
studies in the field of education attend to the 
necessity of this education and its influence on 
the accounting employees and students’ 
judging skills improvement such as (Armstrong, 
1987, Buell, 2009). Regardless of the 
hypotheses and results, the researches in this 
field are based on ethical reasoning psychology 
(Cohen, 1993). Numerous studies have been 
conducted all over the globe in the field of 
accounting ethics even though the researches 
carried out within Iran are very few.  

Shaub,1994 studied the relationship between 
traditional demography variables and ethical 
reasoning through using ethical principles test. 
The under- study sample in this research were 91 
auditing students and 207 auditors. He found that 
the participants who had taken part in ethical 
training courses had scored higher in topic 
description test in comparison with the individuals 
who were not in line with this therefore Shaub 
suggested that the interference of ethical training 
must be considered in order to help the students in 
ethical decision making. (Sweeney, 2005) found 
that the higher the ethical development is the 
higher ethical sensitivity will be. He studied the 
effect of environmental factors on ethical 
sensitivity, ethical orientation and culture the 
results of his study indicated that ethical 
orientation is directly influenced by the cultural 
environment and the individual’s experiences. 
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Ethical orientation has a more noticeable effect on 
ethical sensitivity in comparison with individual or 
organizational commitment. (Cohen, 1993) studied 
the effects of personal particulars on the ethical 
sensitivity of the accountants through studying a 
sample consisting of 156 undergraduate 
accounting students. The results of this research 
indicated that the abilities of the students in 
discovering ethical issues within professional 
scenarios are different. There is no relationship 
between the students’ decision making method 
and understanding ethical issues. Karande and et 
al (2000) studied the relationship between ethical 
sensitivity, ethical development and the ethical 
intentions of the students in their research and 
stated that when the individual has high levels of 
ethical sensitivity and ethical development he or 
she may not have the ethical intention to do that. 
Fleming and et al (2009) stated that the accounting 
students have higher and more considerable levels 
of ethical reasoning taking into consideration using 
the accounting ethical dilemmas test under 
auditing conditions. (Buell, 2009) studied that 
relationship between ethical training and ethical 
reasoning with the aim of finding a framework of 
knowledge of the concept of accounting ethics and 
ethical behavior through studying the levels of 
private and governmental universities students’ 
ethical reasoning. The ethics variables were 
measured through the ethical principles test- two 
as an instrument the results of this research 
indicated that there is an important relationship 
between ethical training and ethical reasoning in 
accounting students. But the results were far away 
from management anticipation since the students 
who had completed their training were lower in 
level in their ethical reasoning in comparison with 
students who were under 22 years of age have 
higher levels of ethical reasoning in comparison 
with students which are over 22. Ge and Thomas 
(2008) conducted a research cultural and a 
comparison between ethical intention and ethical 
decision selection of Canadian and Chinese 
accounting students. Their aim was to study five 
factors which were identified in multi- dimensional 
ethical scale. The results indicated that the ethical 
intentions of Canadian students with specific 
ethical issues was higher that the Chinese students. 
In addition Canadian students use ethical 
reasoning process more in comparison with 
Chinese students. Nkenke (2010) studied the effect 
of ethical reasoning on ethical orientation, 
intention and understanding of top accounting 
students with the aim to investigate the ethical 
reasoning of accounting students. He used ethical 
principles test- two to evaluate the levels of ethical 
reasoning and collected the multi- dimensional 
ethical criteria questionnaire related to ethical 
orientation, intention and understanding. The 

results from this research indicated that there is an 
important relationship between ethical reasoning 
and ethical intension in bribing strangers and 
unfair loan granting cases. Shawver and et al 
(2003) studied the effects of gender, cognitive 
development and ethical orientation on evaluating 
and ethical intentions of the accountants the 
results of their research showed that women hate 
selecting methods which lead to profit 
management, women are more sensitive than men 
therefore they are less likely to choose suspicious 
measures (including profit management). 
Generally speaking the ethical judgment of 
accountants is affected by their gender and 
orientation. But it was not influenced by cognitive 
development.  
In his PhD thesis entitled the perception of 
undergraduate accounting students of professional 
ethics, (Jabbari, 1388) found that gender variable 
affects ethical aspects. It became clear according to 
these results considering the comparison of ethical 
aspects between Iran, America and Taiwan that 
there is a significant difference in 95% level of 
confidence between ethical development, ethical 
intention and ethical orientation of the accounting 
students from Iran, America and Taiwan but no 
significant difference was observed between the 
ethical sensitivity of the students of the three 
countries. Rafiee (1386), conducted a research 
entitled the effect of gender, educational level, 
religiousness and working experiences on Iran’s 
accountants’ ethical decision making the results 
indicated that there was a significant difference 
between the ethical criteria of men and women, 
undergraduate and master’s accounting students 
and students who have work experience and those 
who do not. In another research (Abbaszadeh and 
Jafani Rahni, 1390) entitled investigating the effect 
of ethical orientation and professional 
commitment on profit management behavior came 
to the conclusion that there is a significant 
relationship between ethical orientation of the 
individual and his or her decision making. 
 
Research Methodology 
The present research is an applied research based 
on its aim and based on the data it is a quantitative 
research since it measures the ethical reasoning of 
the students and taking into consideration that it 
explains the relationships between the variables it 
is considered a correlation study. 
 
Hypotheses 
H1: there is a significant relationship between the 
ethical reasoning of accounting students and 
Ethical perception. 
H2: there is a significant relationship between the 
ethical reasoning of accounting students and their 
intentions for ethical behavior. 
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H3: there is a significant relationship between the 
ethical reasoning of accounting students and their 
ethical orientation used in ethical judgment. 
 
Statistical sample and population 
The under- study population in this research 
consists of the current students of accounting of 
Shiraz, Isfahan, Tarbiyat Modares and Allame 
Tabatabayi universities. The population has 324 

individuals. 266 of them are master’s students and 
58 of them are Phd students. Sample selection was 
done through stratified sampling and dividing the 
sample among population levels confirms with the 
size of each level using probability proportionate. 
The individuals within each level were selected 
randomly. The sample size was obtained to be 176 
individuals using Cochran’s formula. 
  

𝑛𝑛 =
𝑁𝑁𝑁𝑁 𝑎𝑎

1

2 𝑝𝑝(1 − 𝑝𝑝)
𝜀𝜀1(𝑁𝑁 − 1) + 𝑧𝑧1𝑝𝑝(1 − 𝑝𝑝)

=
(324 × (1.96)1 × 0.5 × 0.5)

323 × 0.05 × 0.05 + (1.96)1 × 0.5 × 0.5
= 176 (1) 

 
 
Measurement Instruments 
Accounting ethical dilema test is the first 
instrument which was developed by (Thorne et al, 
2002) used for the purposes of evaluating the 
ethical reasoning levels of the individual. The 
structure of this tool is accounting and is based on 
three real auditing scenarios. Each scenario is 
followed by 12 questions which are answered 
based on Likert scale considering the importance 
level of each question. Among these 12 questions 
there are three questions which indicate ethical 
principles score (p- score) it is necessary to 
mention that ethical reasoning is considered the 
dependent variable in this study. The second 
instrument is the multi- dimensional ethical scale 
special accounting and it was used in this research 
to measure ethical orientation, intention and 
understanding which are considered our 
independent variables are. Also ethical orientation 
was measured on the basis of five ethical 
structures (justice- orientation, relativism, ethical 
self- centeredness, profit- orientation and task- 
orientation). This questionnaire is comprised of 
three scenarios of the bonus for on- time 
transportation of goods, being friends with the 
bank’s credits supervisor, and the cost of dues 
doubtful of being repaid. Therefore 190 
questionnairs were distributed among accounting 

students of Shiraz, Isfahan, Tarbiat Modares and 
Allame Tabatabayi universities, 160 
questionnaires were collected and 101 cases were 
identified as suitable. 
 
Validity and Reliability Analysis of the 
Questionnaire 
The measurement instruments in this study are 
standard questionnaires which have been used by 
numerous researchers and their validity was 
therefore approved. For example the ethical 
dilemma test was used by Thorn (2000) and 
Thomas (2008) and the multi- dimensional ethical 
scale special accounting was used by (Cohen et al, 
1993; Cohen et al, 1998; Cohen et al, 2001). But since 
these instruments were translated from English to 
Farsi their validity had to be tested again. 
Therefore in this research content validity was 
used and it was studied using the opinion of 
accounting experts and specialists. And Cronbach 
alpha method was used in order to calculate the 
reliability coefficient. To this aim, 20 
questionnaires were first randomly distributed 
among students on Tehran University. The results 
obtained from Cronbach alpha are presented in the 
following table 1: 
 

 
Table 1: The results obtained from Cronbach alpha  

Questionnaire Number of Alpha coefficient of Alpha coefficient of Alpha coefficient of 
 questions the first scenario the second scenario the third scenario 

Accounting ethical     
dilemma test 12 0.74 0.70 0.77 

     
Accounting multi-     

dimensional ethical 15 0.87 0.84 0.85 
scale     

 
Statistical Methods 
After collecting the data using the questionnaires, 
spss15 software was used to analyze the data. The 
normality of the data was first determined using 
Kolmogorov- Smirnov test. Then using variance 
analysis and based on p- score or the ethical 
principles score the ethical reasoning of the 

accounting students were studies and finally the 
hypotheses were tested using Pearson Correlation 
Coefficient. 
 
Research Data Analysis 
The data analysis of this research was done in two 
sections namely descriptive and inferential. 
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Descriptive statistics and the results of 
hypotheses tests 

This section begins with describing the data for the 
personal characteristics of the samples. Table (3) 
illustrates the descriptive statistics of the sample. 
  

Table 2: sample descriptive statistics  
Demography Gender  Age Education Working taste 

data 
         

woman man Under  Above Master’s PhD Yes No 
   25  25     
 0.39 0.61 0.29  0.71 0.77 0.23 0.73 0.27 

 
First the ethical reasoning of the accounting 
students was studied based on the ethical 
principles score (p- score) in order to test the 
hypotheses tests and then Pearson correlation 
coefficient was used to study the relationship 

between the variables. Table (3) and the following 
graph show different levels of ethical reasoning of 
accounting students. 
 

 
Table 3: Varied level of ethical reasoning  

 
 
These results indicate that Iranian accounting 
students have high levels of ethical reasoning in 
other words they are in stages 5 and 6 of 
Kohlberg’s theory which is based on global ethical 
principles and the individuals go beyond law and 
display ethical behavior. And a few of the students 
are in stages 2 and 3 meaning there are a few 
individuals who display ethical behavior based on 
bonus or punishment. The hypotheses are first 
generally studied and then they are studied with 
regard to three variables namely age, gender and 
educational level. 
 

Testing the first hypothesis 
Pearson correlation test was used in order to study 
the relationship between the ethical reasoning of the 
students and their ethical understanding. The linear 
correlation of the two variables is measured in this 
stage. The correlation coefficient is equal to 0,42 
therefore the null hypothesis is rejected in 95 percent 
level of confidence meaning there is a significant 
relationship between the ethical reasoning of the 
accounting students and their ethical understanding 
this relationship is direct or positive meaning as 
ethical understanding rises the amount of ethical 
reasoning also rises and vice versa. 

 
Table 4: Correlations of Moral Reasoning and Ethical Perception  
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Testing the second hypothesis 
Ethical principles score is used for measuring the 
ethical reasoning of the accounting students for the 
second hypothesis and the students’ response to 
the question: the possibility of me doing a similar 
thing: is low or high is used to measure the 
students’ intentions for ethical behavior in an 
ethical method (Cohen et al, 1998) . Pearson 
correlation test is used to study the relationship 
between the ethical reasoning of the students and 
their intentions to behave ethically. There is a 
significant relationship between accounting ethical 
reasoning and the intentions of the accounting 

students to behave ethically. Correlation 
coefficient is equal to 0.34 therefore the null 
hypothesis is rejected in 95 percent confidence 
level meaning there is a significant and positive 
relationship between the ethical reasoning of the 
accounting students and their intentions to behave 
ethically meaning as the tendency to behave 
ethically rises the ethical reasoning rises as well 
and vice versa. In addition, Pearson correlation 
was used to study and control the educational 
levels, gender, and age considering the hypothesis. 
 

 
Table 5: Correlations of Moral Reasoning and Ethical Intention  

 
 
Testing the third hypothesis 
Ethical reasoning is measured using ethical 
principles scores. And ethical orientation is 
measured through five ethical structured 
which is comprised of questions showing five 
ethical areas (justice, relativism, Egoism, 
Utilitarianism and Deontological), 

(Reidenbach and Robin, 1988). Pearson 
correlation is used in order to study the 
relationship between the ethical reasoning of 
the students with the ethical orientation used 
while ethical judgment. 
 

 
Table 6: Correlations of Moral Reasoning and Ethical Orientation  

 
 
The correlation coefficient is equal to -0.16 
therefore the null hypothesis is accepted in 95 
percent level of confidence meaning there if no 
significant relationship between the ethical 
reasoning of the accounting students and the 
ethical orientation used while ethical judgments. 
Additionally more statistical tests have been 
conducted for the third hypothesis which are as 
follows. 
Following that the relationship between different 
aspects of ethical orientation has been used while 
ethical reasoning and judgment of accounting 

students separately for each scenario the bonus for 
on-time transportation of goods (scenario, 1-1), 
being friends with the bank’s credits supervisor 
(Scenario 2-1), and the cost of dues doubtful of 
being repaid (scenario 3 -1) were calculated and 
presented. The correlation between ethical 
reasoning and profit- orientation scenario 2-1 is -
0.21 (significant and negative) it is equal to -0.22 
(significant and negative) between ethical 
reasoning and task- orientation in scenario 3-1 and 
the relationship between ethical reasoning and 
other indexes is not significant. 
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Table 7: the summary of the results of moral reasoning and Dimensions of ethical orientation separately for each scenario  

 
 
Also generally speaking the relationship between 
ethical reasoning and orientation in different 
scenarios goes like this that the correlation 
between orientation and reasoning is -0.21 in the 
first scenario (negative and significant) it is equal 
to -0.10 in the second scenario (not significant) 
and finally in scenario three it is equal to -0.03 (not 
significant) therefore the relationship between 

ethical reasoning of the accounting students and 
their ethical orientation used in ethical judgment is 
negative and significant in the bonus for on- time 
transportation of goods scenario and there is no 
significant relationship between them in the other 
two stories. 
 

 
Table 8:The Relationship between, Moral Reasoning and Ethical Orientation in different scenarios  

 
 
As mentioned previously, three control variables of 
age, gender and educational level were studied in 

this research and the results are summarized in 
the table below:  

Table 9: the summary of the results of testing the hypotheses with control variable  

 
 
Conclusion and comparative study of the 
results 
The effects of the financial crises of the world have 
also influenced Iran by its upheavals. The 

occurrence of financial crises has accused the 
accounting profession more than any other. 
Previous studies (Shaub, 1994, Ponemon and 
Gabhart, 1990) showed that accountants have a 
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low level of ethical reasoning. These results may 
indicate that accountants stand lower than 
conventional levels of ethical reasoning. These 
results are in contrast with the findings of the 
present research which has indicated that the 
Iranian accounting students have relatively high 
levels of ethical reasoning. In other words in this 
stage the individual perceives other individuals as 
parts of a larger social system who have roles and 
requirements. In this level although the laws and 
regulations may lead a behavior without bad 
intentions but ethical behaviors can go beyond the 
law. This study indicated that there is a positive 
and significant relationship between accounting 
ethical reasoning and ethical understanding of 
accounting students. And students are very much 
capable of identifying ethical and unethical issues 
and as a result the make better ethical decision in 
ethical decision making process and ethical 
decisions. Fleming and et al, 2009 stated that 
accounting students have higher and more 
significant levels of ethical reasoning abilities 
considering accounting ethical dilemma test under 
auditing conditions, the results of the present 
study approves the results of Fleming and his 
colleagues. Ethical understanding is a factor which 
leads to ethical sensitivity, (Sweeney, 2005) had 
found that the higher the level of ethical growth 
the higher the levels of ethical sensitivity. 
Therefore the findings of this research supports 
Sweeney’s findings this research approves of the 
relationship between ethical reasoning and ethical 
intentions. Karande (2000) suggested that when 
individuals have high levels of ethical sensitivity 
and ethical development they may not have ethical 
intentions. Therefore the findings of this study are 
in contrast with the findings of (Karande, 2000) . In 
addition, the results of studying ethical reasoning 
and the five ethical factors (justice- orientation, 
relativism, ethical self- centeredness, profit- 
orientation and task-orientation) stated that there 
is no significant relationship between ethical 
reasoning and ethical orientation. But investigating 
the ethical reasoning and the aspects of ethical 
orientation separately in scenarios (1, 2, and 3) the 
results indicated that there was a significant and 
negative relationship between ethical reasoning 
and profit- orientation in the second scenario 
meaning being friends with the bank’s credits 
supervisor and between ethical reasoning and 
task- orientation in the third story meaning the 
cost of dues doubtful of being repaid these results 
indicated that the accounting students may use 
different ethical reasoning in determining if the 
dilemmas are ethical or unethical. Nkenke (2010) 
stated that there is no relationship between ethical 
reasoning and profit- orientation in the scenario of 
being friends with the bank’s credits supervisor. In 
general the results of this study indicates the fact 

that the students are highly capability of resolving 
ethical dilemmas and very much able to identify 
ethical and unethical issues. But considering the 
fact that the students may have different reactions 
under different conditions, it cannot be confidently 
stated that they use a rational and logical 
reasoning and an orderly behavior in ethical 
decision making process and when they encounter 
ethical dilemmas. 
 
Research suggestions 
1. Many researchers have stated that ethical 

training has an important effect on ethical 
reasoning and ethical decision making of 
accounting students and accountants. 
Therefore it is suggested to add a unit named 
ethics in accounting to the university subject 
units of the accounting major so that the 
graduates of this field become absolutely 
familiar with common ethical challenges in the 
accounting profession and different ethical 
models and also accounting professional 
behavior regulations when they enter the 
employment market. 

2. It is advisable to give necessary ethical training 
and make an effort to direct the accounting 
students and the professional accountants 
towards correct ethical issues and prevent the 
development financial corruptions by doing so. 

 
Suggestions for further researches 
1. Taking into consideration the results from the 

present research individuals use different 
ethical reasoning in different situations. 
Therefore the future researches could use the 
relationship between ethical reasoning and 
ethical factors in multi- dimensional ethical 
scale (MES) for different groups of people using 
other scenarios. For example auditors, and 
accounting trainers.  

2. The present research used Rest’s model to 
investigate the relationship between accounting 
ethical reasoning and the accountants’ ethical 
decision making process. The future researches 
can use other ethical decision making models such 
as that of Thorn, Jones, 1991; Lamp and Finn, 
1992; Sepasi, 1390 and … 
 
Research limitations 
1- Considering the time limit there was no chance 

to study all universities. Therefore the 
participants in this research were accounting 
students from 4 universities. According to 
Shuab, 1989 geographical location may affect 
the ethical understanding of individuals 
(Jabbari, 1388). Even though generalizing the 
results to all Iran’s accounting students society 
must be done carefully. 
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2- Taking into consideration the fact that the 
present research is in the behavioral field when 
the participants use ethical dilemmas their 
performance and ethical decision may not be 
the same in the real life and their response to 
this research. This is another limitation of this 
study. 
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