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ABSTRACT

The title of the thesis is “Addressing ethical matters in accounting practice: evidence from
Ukraine”.

After many years of serving to clients, employers and the society the profession of
accountant has become as such that represents honesty, objectivity and competence. Every
professional accountant who does not fulfill professional standards harms the reputation of the
profession. In Ukraine there were no standards on accounting ethics until 2004, when the country
adjusted and adopted international principles.

The objective of the thesis is to identify the adherence to ethical behavior and prevalence
of ethical issues in accounting practice in Ukraine. The paper considers what is accounting
professional ethics, how it is regulated, what is the role of The Code of Ethics for Professional
Accountants, what is the current conceptual framework in Ukraine. Further, the thesis presents
the findings of the survey conducted among Ukrainian professional accountants, their awareness
of ethical principles, behavior in different situations, degree of pressure put on the accountants
and perception of professional ethics in Ukraine.

Current thesis significantly contributes to development of accounting professional ethics
in Ukraine. Various aspects of professional ethics discussed in this paper should be considered by
accounting organizations in Ukraine, as well as business executives and everybody who works in
or influences accounting activities. Application of research findings may involve different

reforms in education, reviewing of methodology and national standards.

Key words: accounting ethics, the code of ethics, professional conduct, Ukrainian

accountants.
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INTRODUCTION

Standards of professional conduct are developed almost by all professions in order to
assure social control on the practitioners and the results of their work. The moral norms are of
particular relevance in professions that attract public interest, such as auditing, accounting,
consultancy, etc. The importance of ethical norms in accounting long time was unseen and
profession was deemed to be precisely technical. Reputation of every professional accountant and
the profession in general is placed on the intersection of highly technical performance with sound
ethical sensibility.

The objective of the thesis is to identify the adherence to ethical behavior and prevalence
of ethical issues in accounting practice in Ukraine. The author decided on the set of research
questions:

QL. How do accountants in Ukraine perceive the level of professional ethics and the
application of The Code of Ethics?

Q2. Do accountants always follow current laws, regulations and accounting standards?

Q3.  Does the pressure occur in accounting activities?

Q4.  Does the disregard of professional ethics result in negative consequences?

Q5. Is there a need to teach accounting professional ethics in high educational
institutions?

Relevance of the topic lies in the growing number of accounting frauds. The preliminary
review of scholars’ works proved that in most cases it is not the technical mistake, which caused
the issue, but neglect of the principles of ethical conduct.

Finding answers to above questions requires a proper preparation, organization of
materials and execution of actual survey. To achieve the objective and research questions the
author followed the specific set of tasks:

T1. Justify the definition of business ethics, accounting ethics;

T2. Investigate the regulatory framework of accounting ethics;

T3. Investigate the local nature of accounting ethics in Ukraine;

T4. Prepare the online questionnaire based on conceptual foundation and local

expectations;



T5. Conduct the online survey;

T6. Analyze the findings and make conclusions regarding accounting ethics in Ukraine.

The novelty of this study is that for the very first time in Ukraine it gave accountants a
chance to express their opinion on accounting ethics. Inspiration and idea for this topic was
partially taken from several studies: in 2016 the European Federation of Accountants and
Auditors examined the ethical matters in regard to pressure in accounting in their work “Pressure
experienced by the professional accountant”; another quite recent study was done in Estonia in
2012, where Alver et al. surveyed and analyzed the opinion of business students and accounting
practitioners in the work “Estonian opinion on business and professional ethics”.

The thesis consists of two chapters. The first part brings together the most important
terms and definitions in the field of accounting ethics. Further, it discusses the current regulatory
standards and the opinions of scholars towards ethics. The chapter finishes by overview of
Ukrainian legal, social and business framework of accounting ethics.

Second part of the thesis outlines the methodology of the survey. Hereafter, the survey
results are being summarized and analyzed. The chapter closes with overview of survey findings,

main outputs and suggestions made by the author.



1. THEORETICAL BACKGROUND OF ACCOUNTING ETHICS

This part provides a theoretical framework within which the concept of accounting ethics
can be studied. It includes the definition of the term and a brief overview of the evolution of
accounting ethical thoughts, current regulations and standards of professional accounting ethics
all over the world. Also, it discusses the Ukrainian professional ethics practices and its
development.

1.1. Concept and foundation of business ethics

The development of human race is followed by constant advancing of norms, standards
and laws on how to act and behave in different situations. The economy has been also evolving
from pastoralism and agriculture to industrial production, which brought a high complexity to it.
Starting from the Industrial Revolution (1760) the technology has shown a rapid enhancement in
producing complex products and creating new processes, undermining the balance between seller
and customer, employee and manager. This has drawn an attention of mass community to
business and ethical side of its impact.

The origin of traditional theory of ethics began from the fifth century B.C.E. in ancient
Greece. The term “ethics” comes out from the Greek word ethos, meaning the character or moral
nature, and refers to the field of science that explains any activity as “right” or “wrong” (Roth,
1995).

The literature provides many definitions for business ethics, which at the same time
makes it difficult to stick to one meaning. As a proof of that, Lewis (1985) found that business
experts and practitioners were struggling to agree on the definition of ethics. Lewis claimed about
the absence of uniform theoretical explanation that would be accepted by everyone and
internationally recognized. Lewis conducted a survey that he distributed to managers and
employees, asking to define business ethics. Further, he connected available definitions of

business ethics from articles to the survey findings. Content analysis allowed him to synthesize



the most frequent words, ergo according to Lewis’ study the business ethics can be expressed
through:
e Rules, standards, codes and principles - those are the moral base that must ensure
ethical behavior;
e Morally right behavior - the actions that meet the moral guidelines;
e Truthfulness - actions that corresponds with reality;
e Specific situations - occasions in which individual makes an ethical decision.

In addition to above principles, Lewis presented a list that consists of 12 key phrases to
define business ethics, and once again showed that it is very difficult to choose one definition.
Lewis’ findings are relevant for contemporary works and theory. In fact, it cannot be stated with
certainty that the definition of one author is better than another.

Modern practitioner Ferrell (2002) claims that business ethics “comprises principles and
standards that guide behavior in the world of business”. Ferrell’s approach to business ethics is
practical and focuses on guidelines or written rules of conduct, leaving aside the reality or
situational context that was described by Lewis.

A rather different look is made by Wicks (2010), who resonates about business ethics
through prism of three moral dimensions - “the actions”, “the agents” and “the ends”. The first
element represents “the actions” that people do in order to achieve what they want. Every
business transaction starts with action and can involve multiple actions. “The agents” are the
persons who act in a specific situation. Finally, “the ends” are the achieved outcomes of the
action or the consequences it generates to the parties.

Some studies consider business ethics as rather the benefiting value than a trivial set of
moral principles. Ferrell (2004) demonstrates that “ethical” companies, as seen by clients,
employees, stakeholders and society, gain extra benefits on the market. The advantages consist
of, but not limited to, a better loyalty of employees and customers, higher production efficiency
and, as a result, growth in financial ratios. Donaldson (2003) has found the direct relation
between ethics and profitability. He summarized and analyzed the data of 52 companies. 33
companies out of the sample demonstrated that the ethical corporate programs positively affect
the growth in profits; 14 companies experienced no changes and only for five companies the

ethical programs resulted in more loses than gains.



Contrary to Ferrell and Donaldson, some papers object to corporate ethics. Holmes (1979)
in his work “The corporate social responsibility” objects the business ethics in organizations, not
the definition, but rather the practical application of ethics. His reasoning is based on the
hypothesis that companies are not persons, thus, they do not have feelings and cannot be morally
accountable. At the same time, the person inside the organization cannot hold moral
commitments, given his position within the hierarchy. Other authors claim that business ethics is
trivial and companies must focus on profits and efficiency. Bowie (2000) developed a thought
that ethics can even limit the company’s profitability; he proposed that business ethics and
profitability are inversely correlated. In short run Bowie’s hypothesis proves to be valid, because
development of strong business ethics requires investments of resources and money in form of
corporate programs, bringing additional expenses to business.

As it was discussed above, the business may perceive ethics from two viewpoints:

e as an opportunity or value;
e asaconstraint or extra cost.

The author of this paper considers business ethics as an essential component of credible
and responsible organization in a modern economy. Having a reputation of ethical company the
business can contribute to both its profitability and to the well-being of different stakeholders.

Business ethics segregates into other narrow domains. One direction of it deals with

professional ethics of accountants, which is discovered in the next sections.

1.2. Accounting ethics and its establishment

Accounting is a complex activity of identifying, determining, recording and storing the
data about companies’ transactions. Accounting activity generates financial statements and
various other reports, which serve as a substantial input in decision process of company
leadership, shareholders, governments, professional unions and public organizations. It puts a
high level of responsibility on the shoulders of professional accountants. Any manipulations,
while performing accounting duty, would damage business and public, undermining trust to this

profession.



Accounting professional ethics is an applied, behavioral and peculiar part of business
ethics. As any other concept, accounting ethics ought to have its foundation. From a
contemporary works, can be distinguished the contribution of Stuart and Pederson (2014). Their
definition of the core of accounting ethics is (1) the ability to address accounting and ethical
problems by making decisions (2) that express sound accounting principles and (3) also
demonstrate the accountant’s integrity and commitment to public service through ethical
behavior. Stuart and Pederson are strong promoters of fostering accountancy competency and
even introduced a term “the virtuous accountant”, - such characteristic of professional accountant
occurs on the intersection of technical proficiency and ethical sensibility. It means, that
accountant consolidates technical skills and ethical principles in a best possible way within
profession. Developing this thought, “the virtuous accountant” would be the epitome of the
highest good to both business and public.

For an ordinary observer, the accounting ethics may seem as strict fidelity to accounting
standards, guidelines and laws while following the “golden rule” that states “treat others as you
would be treated” (Burton, 2005). Though, the reality happens to be different - accountants face
various situations, where many factors involved and choosing the right way becomes tricky.
What if accountant is asked by the owner to manipulate the value of assets or to understate the
income in order to avoid income tax or what if colleagues ask to classify their personal spending
as company expenses - those are just few examples of accounting ethical issues.

Besides defining the moral norms in accounting, the range of the studies focus attention
on vocational training of future accountants. For many years, the accounting education was
limited to the teaching of technical standards. The ethical matters were slightly discussed when it
came to auditing courses; study programs did not have systematic or formalized way to cover
ethics (Loeb, 1988). On the contrary to accounting, some subjects, like law or applied medicine
have had ethics as component of their curriculum. In, fact Loeb was the very first who started to
advocate the introduction of ethics course in accounting. Nowadays the situation is changing and
firstly it was reported by (Gray, 1993). He stated that more and more professional accounting
programs started to consider ethics as an integral part of education and to include it in the
curriculum. Gray proclaimed that accounting must follow an in-depth learning approach for

ethical conduct instead of surface education that is frequently detected in accounting studies. The



crucial role at the process of educating professional ethics belongs to high educational
institutions. The study programs should stress not only on technical standards, but include
professional values, ethical sensibility and reasoning.

Numerous studies deal with effectiveness of particular ethics training in accounting.
Academic practitioners and accounting professionals try to decide who must teach accounting
ethics to the students - the teacher with most probably only theoretical knowledge or the
professional accountant, who can provide situational examples. Those discussions go even
further on whether such approach of teaching ethics can be effective at all within the high
educational institutions (HEI). Stuart and Pedersen (2014) acknowledged that there are growing
number of reform efforts in accounting ethics and for more than decade an increasing attention
from both business and HEIs. Professional unions promote trainings of ethics in accounting
programs at HEIs, which lead to revision of several dozens of curriculums and discussion of the
key elements. Stuart and Pedersen thoughts are similar to Loeb’s regarding highly technical way
of teaching accounting in the past. They argue that such sophisticated learning process can be one
of the reasons why accounting ethics was neglected for a long time. There is definitely a space
for more investigation to reach a consensus on the effectiveness of vocational trainings and the
ways to deliver it.

Wide range of studies focus on the measurement of ethical behavior, perception of ethical
values by accountants and its implementation in different situations. Accountants can often be a
subject to pressure, there has been brought up the fact that oppression is high in this profession
and 64% of practitioners experience it. Although, 68% out of those who were under pressure,
stick to ethical principles and performed the action according to technical and moral standards
despite of the party that put the pressure (Lang, et al., 2016). Taking into account the fact, that
business ethics is influenced by culture and local factors, a range of studies focus on the specific
country. For instance, in USA about 28% of accountants are deemed to be violators, meaning
that their ethical behavior was far beyond the acceptable (Loeb, 1971). Estonian example
revealed that people are generally aware of professional ethics, but the interest upon it is weak
and one way to boost it is the attention of mass media (Alver, et al., 2012).

Accounting ethics is new concept, which evolved in response to growing importance of

accounting profession. The next chapter describes current regulation of accounting ethics.
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1.3. Accounting Codes of Ethics

Given the fact that the regulation of accounting profession is carried through the

professional standards adopted by respected organizations, the review of those documents would

facilitate in addressing the objectives of this thesis. Table 1 includes the main regulatory

remedies that shape the scene of accounting ethics.

Table 1. Overview of professional regulators in accounting profession

Component of regulation of
accounting profession

Professional regulatory remedies on the international level

Values, competences and
ethical principles of accounting

The Code of Ethics for Professional Accountants
(IESBA, Europe)
The Code of Professional Conduct (AICPA, USA)

Legal regulation of accounting
(organization and
methodology)

International Financial Reporting Standards (IFRS)
Digest of Financial Stability Board (FSB)

IFRS Taxonomy Standard

Regulations of International Public Sector Accounting
Standards Board (IPSASB)

International Principles of Integrated Reporting (1IRC)
Generally Accepted Accounting Principles (GAAP,
mainly USA)

Standards of International Organization of Securities
Commissions (I0SCO)

Educational training

Foundations of educational requirements by
International Accounting Education Standards Board
(IAESB)

Guidelines on teaching by International Association for
Accounting Education and Research (IAAER)

Professional accounting
associations

Membership criteria and process by International
Federation of Accountants (IFAC)

Source: prepared by the author

Table 1 clearly demonstrates what aspect of accounting profession is regulated by the
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corresponding standard and the organization that adopted this standard. Moreover, there are two
poles of regulation practice - one that is being accepted in Europe and another that is recognized
in North America.

The codes of ethics began to be debated by accounting scholars in the end of last century.
Different authors suggest that usage of the codes can enormously assist professionals. One way to
enhance the professionalism of accountants is the enforcement of the code of conduct, which
would require the practitioners to pursue higher standards of behavior than those dictated by law
(Backoff and Martin, 1991). Application and wide distribution of the ethical principles under the
code can maintain the better relation between profession and civilization; usage of the code can
also self-regulate the profession (Cohent and Pant, 1991). Besides, from showing the external
users the integrity of the accounting services, the codes can carry out a key role in questioning,
defining and understanding the professional values (Meyer, 1987).

In European practice the Code of Ethics for Professional Accountants (The Code) is
widely used, which consists of guidelines and ethical principles. It was initially introduced by the
International Federation of Accountants (IFAC) and was updated in 2009 by the International
Ethics Standards Board for Accountants (IESBA). The Code compiles on professional
accountants a set of principles that they should understand and follow. The Code consists of three
parts. The first part describes the general application of the principles of The Code for public
accountants and accountants in business. In the second part, there is a conceptual ground of how
the principles from first part should apply in different situations for professional accountants in
public practice and those that work for state bodies. The third part regulates how the principles of
ethics must be applied by accountants in business. Generally, principles for accountants in public
practice and accountants in business are the same with some modifications. The fundamental
principles of accounting ethics are:

1 Integrity - professional accountant shall be honest in his/her activity;

(1 Objectivity - professional accountant should be fair and not allow any prejudice or bias,
conflict of interest or influence that might harm objectivity;

(1 Professional Competence and Due Care - the services must be performed with due care,
competence and diligence; it is required to maintain professional knowledge and skills

that based on current establishment in legislation and practice;
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A Confidentiality - professional accountant must maintain the confidentiality of information
obtained in the course of providing professional services and should not be use or disclose
such information without appropriate and designated authority;

(A Professional Behavior - professional accountant must comply with applicable laws and
regulations and to refrain from any action, which might discredit the profession (The
Code, 2010).

IFAC strongly advises to its members and governmental authorities the implementation of
The Code in practice and fostering the ethical conduct in accounting. Nevertheless, IFAC has
foreseen that there might be some local adjustments and specifications. The organization
proactively offers its assistance when working with The Code.

In US practice another code of accounting ethics can be found, which is called The Code
of Professional Conduct, first time adopted in 1973 by American Institute of Certified Public
Accountants (AICPA). The IESBA code and the AICPA code intersect significantly on the
principles and conceptual frameworks. For instance, four of the principles of the European code -
integrity, competence, confidentiality, and objectivity — are stated in the American code as well.

The AICPA Code of Conduct includes two chapters: the first part is dedicated to
principles, the second - to rules. This code classifies three electorates to whom accountants must
have ethical commitments: the public, clients, and colleagues. Because there can be many various
interactions between accountants and those three groups the code examines all the relations and
possible obligations. The accountant’s commitment to the public is extremely important that it
prevails over the obligations to the business or clients (AICPA, 2012.)

Even though there are some differences in the ethics codes foundation in different
countries, they follow the same purpose of reassuring high level of professional ethics in
accounting. Criticism of one code over another does not bring any sense, because of local
specifications, which affect the developments of those codes.

After acknowledging the codes and other regulatory standards in accounting profession,
the establishment of international regulations was a breaking point in accounting professional
ethics. Adopting the codes allowed systemizing professional standards towards building up the

reputation of trusted and ethical profession.
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1.4. Ukrainian framework of accounting ethics

Ukrainian business environment is still considered as a transitional. The country regained
independence in 1991, since then it strives to flourish the market economy with no big success.
The significant constraint for economy is the unstable political shifts, which in the past few
decade have shaken Ukraine several times - pulling the string one way or another. Under such
uncertainty, the businesses are mainly trying to survive and concentrate on costs and profits, not
on the moral values or social responsibility.

On the other side, the country has an enormous economic potential and this is just a
matter of time when the breakthrough will happen. In the West and Europe the professional
ethics emerged already in the middle of last century. In Ukraine business and public started to
talk about it at the beginning of 21st century. It does not mean that there was a chaos and no one
followed any moral principles before, but it was the fact that the knowledge was unsystematized,
with no regulatory authority, which would take the lead.

Ukraine has fully recognized The Code and adopted it in 2004. It was translated and
localized by the Audit Chamber of Ukraine in collaboration with Federation of Professional
Accountants and Auditors of Ukraine. This federation is a member of IFA. The Code in
Ukrainian has a name Koodexc Emuxu Ilpogecitinux Byxeanmepis. It is totally the same code
issued by IFA, the only modification is that some introductory notes were added. The main goal
of The Code is to establish ethical requirements for accountants and auditors practice in order to
guarantee the high quality of their work and meet the interests of society and the state. This Code
establishes the fundamental principles of ethics and rules of accounting services, which are
recognized in the world and thus in Ukraine also.

There are several public, non-governmental organizations operating in Ukraine that aim to
favor the development of accounting. Federation of Professional Accountants and Auditors of
Ukraine (UFPAA) is a self-regulating non-profit organization established in 1996, was the first
organization. Among the purposes of UFPAA are defending the interests of the accounting and
auditing professions, enhancing the professionalism of accountants and improving the quality of
services. Another example is Ukrainian Association of Certified Accountants and Auditors, it

was founded in 2004, the same year when Ukraine adopted The Code. Association provides
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assistance when doing examination for Certified International Professional Accountant (CIPA)
program. The activity of some organizations is limited to one specific sector of economy. For
instance, Federation of Auditors, Accountants and Financiers of Agriculture of Ukraine seeks to
promote the development of new and improvement of existing practice in agricultural production.

The level of domestic academical and professional education in accounting is weak.
Ukraine should not reinvent the wheel and use international approaches on the way to reforming
accounting education. Prominent role of determining and qualifying accounting programs lies on
the domestic professional organizations. In terms of constant development and improvement of
education standards for accounting and different views of various organizations, achieving
convergence at the national level can be completely feasible. (Metelytsia, 2010).

The labor market regarding professional accountants and auditors in Ukraine shows
contradictory trends: for example, there are significant number of accounting graduates registered
as unemployed. Although, the demand for high professional accountants is increasing. The
market expectations towards the experts is to be high skilled and able to adapt in today's global
society and be ready for decisions and actions with a high level of social responsibility.
(Savchenko, 2011). Ukrainian business graduates are more likely to engage in unethical work
situations in comparison to their U.S. fellows. There is weak correlation to religiousness or
alienation of Ukrainians, such predisposition to unethical actions may lie onto different cultural
norms or it can come from rather different economic environments when comparing the countries
(Kennedy, 1996).

Despite the fact that The Code was adopted in Ukraine, the problems of professional
ethics remain unresolved, due to a number of reasons:

- objective: poor business culture, high level of shadow economy, unstable legal
framework;

- subjective: insufficient research methodology, weak professional ethics education
and training. (Savchenko, 2011)

It is hard not to agree with the last subjective reason, as in preparation to this thesis, the
author was not able to find any empirical survey, methodology or approach on the accounting
ethics in Ukraine. Most of the national studies have descriptive manner, stating the problems and

assumed ways to overcome them, but do not follow up on the suggestion.
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Savchenko’s (2011) views intersects with Metelytsia (2010), as he outlines the
importance of proper education. Thus, it is important to include to the Master Qualification
curriculum for accountants a course of “Professional and applied ethics”. It should include issues
related to professional ethics under the course objectives. Main goal of the course should be to
prepare future practitioners for solving ethical problems in professional life, cultivating ideas and
values of professional ethics of accountant or auditor.

The Ukrainian experience of socially responsible accounting and social reporting is
figuratively absent, but globalization and integration processes lead to increasing need for its
implementation. In the practice of Ukrainian economy, social reporting is an emerging
phenomenon. The first corporate social report was compiled by credit union called “First Credit
Society" in 2006. The publication of social reports makes to think about the role that business
plays in social and economic life. Prospects for future research is to determine the meaning,
content of the concept of "social accounting™ and prove its relevance to shape a separate type of
accounting (Rudenko, 2013).

After identifying the scope and application of professional ethics, the author concluded
the following:

e there is a progressive interest towards business ethics from the public, that eventually
resulted in creating the international standards;

e companies which follow the ethical conduct win in long run, as ethics adds an additional
value to their position on the market;

e formation of ethical culture for future accountants should start from professional
education and trainings;

e adherence to accounting ethics would ensure a high quality of business transactions;

e accounting ethics in Ukraine is considered to be in its infancy.

Consequently, one of the main features of a professional accountant must be an
understanding of its responsibility to society. The purpose of professional accountant is to carry
out the work in accordance with the highest standards of professionalism to ensure the best

results and to satisfy the public interest.
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2. METHODOLOGY AND SURVEY FINDINGS

This chapter starts with the preparation and description of the survey. In the methodology
part, the author presents the sample design and reasons for choosing it, the questionnaire that was
given to the respondents and the channels used to conduct the survey. It is followed by the

profound analysis of the survey results, conclusions and implications.

2.1. Survey method and data collection

Target audience for this study were professional accountants in private and public
organizations. Students, teachers and scholars from accounting field were excluded. Based on
the literature overview it is assumed that those groups are simply lacking awareness of ethical
expertise, since professional ethics was neglected in Ukraine for a long time and not included into
study curriculums. Thus, they could not provide the meaningful feedback. Surveying the non-
practitioners could cause the distortion of results and conclusions. Adherence to ethical norms
and prevalence of ethical issues can only be examined through practitioners, - people who deal
with accounting every day and who are expected to face various ethical issues.

Auditors were also not included into the sample. The professions of accountant and
auditor intersect; one produces the reports, another checks the quality and compliance. It is true
that those professions are tightly connected, but the auditors examine the post facto work of
accountants. Any professional accountant can face various ethical dilemmas in the process of
recording entries and preparing reports, while the auditor has not even entered the scene.

Table 2 portrays the main characteristics of the accountant population that were
considered or not when designing the sample for a survey.

From the audience demographics perspective, there were no preferences given to sex,
location, and sector of economy as shown in Table 2. Besides occupation, that was strictly
limited to professional accountants only, the accent was made on the age, job position, level of
education, working experience, and type of entity the respondents were employed.

17



Table 2. Characteristics of survey sample composition

Sample feature

Consideration when
designing the sample

Justification

Yes No
Sex N No preferences towards sex of participants
Age Y Segregation was made based on the age
Completed education Y The highest completed degree
Y Professional accountants in business and
Occupation public entities only
Chief accountants, accountants, accountant
Job position assistants
Type of business entity Private, public or state
No preferences, accountant can represent
N .
Sector of economy any field
Yy Segregation was made based on the work
Work experience experience
Region of Ukraine N No preference towards location

Source: prepared by the author

To allow accountants freely and without any prejudice express their opinion, the survey

was carried out on anonymous basis.

The survey was conducted in the form of online questionnaire. The questionnaire

consisted of 18 different questions (see Appendix 1). The questions were the same for all

participants. The original language for questionnaire was Ukrainian. In order to present the

questions and make it possible to collect data, an online survey engine Google Forms was used.

The questions were divided into sections that allowed reassuring intuitive delivery and

better user experience for the respondents. Main attributes for such clustering were: background

of participants, attitude towards professional ethics, behavior of accountants in different

situations; pressure at work.

Type of questions used:

1) Single choice question — respondent was asked to choose one option from a list. There

were 14 questions of this kind.
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2) Wall-type multiple choice gquestion — respondent was asked to select one option from

each column. There were three questions of such nature.

3) Linear scale question — respondent must choose a rate on a scale. There was one

question of this kind.

In order to reassure that the questionnaire will be understandable to the audience, the
author did a pilot run. For testing, four persons were selected: accountant assistant, chief
accountant in public organization, two accountants in business.

Upon completion of testing, minor changes were made to the wording of some questions.
Additionality, the questionnaire structure was reorganized for the purposes of integrity, ease of
navigation and simplicity.

The primary channels for survey distribution were social networks, in particular the
professional accountant groups and communities there. Such groups post daily news in
accounting, legislation updates, and other relevant information in the field. Due to their nature,
there are many accounting practitioners following the feed.

In Ukraine, there are most commonly used two social networks — Facebook and
Vkontakte. The author contacted the managers of the professional communities and agreed upon
posting about the ongoing survey. Below are the overview of groups where the author posted an

announcement regarding survey:

1) Byxranrep Nel (Accountant #1), with more than 7500 members;
2) byxranrep u [1paso (Accountant and Law), with 6000 members

3) Factor - Bece mns Byxranrepckoro Yuera (Factor — everything for accounting), with
25000 likes

The survey was live for 25 days, from 18" of February 2017 to 15" of March 2017.

2.2. Analysis of the results

The analysis of the results was segregated into smaller blocks, which investigate a
particular field or problem of professional accounting ethics. This allows external reader to

navigate faster and more efficient within survey findings.
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https://vk.com/buhgalter_1
https://www.facebook.com/groups/352085238153478/
https://www.facebook.com/ifactorua/

2.2.1. Demographics analysis

In order to proceed with analysis of key survey findings, there must be an understanding
of respondents’ profiles. Table 3 contains the overview of demographics profile of the

respondents.

Table 3. Distribution of respondents’ profiles

Characteristic No of responses | % of total
Position:

Accountant 102 32%
Chief Accountant 199 63%
Other 14 4%
Total 315 100%
Education:

Bachelor's degree 51 16%
Master's degree 249 79%
PhD 8 3%
Other 7 2%
Total 315 100%
Age:

<25 26 8%
26-35 105 33%
36-45 118 37%
246 66 21%
Total 315 100%
Legal form of entity:

Private sector 203 64%
Public/Gov. organization 103 33%
Self-employment 9 3%
Total 315 100%
Experience:

<1 year 7 2%
1to 5 years 46 15%
6 to 10 years 65 21%
>10 years 197 63%
Total 315 100%

Source: prepared by the author
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Table 3 contains information about different demographics’ characteristics. The target
group for the research was accounting practitioners. Out of 315 responses, 102 or 32% were
submitted by accountants and 199 or 63% were submitted by chief accountants. Together
accountant and chief accountant responses reached 95%, that is very close to an absolute majority
of the survey volume. The rest 14 answers amounted only 4% of total volume. Other professions
such as financiers, financial officers, executive officers submitted those answers. Since these
professions are connected to the professional life of accountants, their answers were taken into
consideration and classified as “Other”.

As it can be seen from Table 3, the most respondents have graduate degrees. Thus, 79%
have Master’s diploma and 3% have PhD degree in related field, resulting in 82% of practitioners
that have completed higher education. Around 16% of answers were for Bachelor’s degree and
2% for other professional or technical education, which cannot be classified to mentioned levels.

Analysis of responses by age, shows that the largest group was people from 36 to 45 year
old, that hit 118 answers or 37%. The second big group was from 25 to 35 year old, which
reached 33% of survey volume. The number of young people, which are <25 was quite low and
totaled of 26 answers or 8%. One reason for this can be that by the age of 25 many young people
only finish the Master’s degree and have not started the career yet.

Number of responses from business side amounted of 203 or 64% of total volume.
Relevant sample for analysis was received from public and governmental sector, its total share
was 33% or 103 absolute answers. 3% of responses came from self-employed accountants.

The last characteristic of respondents’ demographics was the working experience. The
allocation of answers showed that 197 or 63% out of 315 sample were submitted by the
participants with more than 10 years of accounting experience. 21% of respondents had from 6 to
10 years of working experience. 15% of respondents had from 2 to 5 years of working
experience; the amount of those, who worked less than a year in accounting was 2%.

The facts and analysis presented above allow concluding the following:

e the respondents were practitioners in accounting, with 95% of answers coming directly
from accounting profession;
e level of education of respondents was very high; more than 83% have completed graduate

degrees;
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e sufficient amount of answers were received from both private (64%) and public (33%)

organizations;

e majority of respondents acquired huge experience in the field; 2/3 of all responses are

from practitioners with 10+ years of experience.

Analysis of respondents’ demographics proved that the results base has sufficient data to

fulfill the survey expectations. Chapter 2.2.2. investigates the adherence of accountants to current

legislation.

2.2.2. Adherence to current accounting legislation

In order to quantify the adherence to professional standards and accounting legislation,
the respondents were asked a set of single choice questions.

Table 4 represents the data on the question “Do you always follow current standards, laws
and regulations in your professional activity?”. Contemplating the general allocation of answers,
the insight is that 83% of practitioners do always follow the current legislation and standards,

whereas 17% of practitioners cannot say that they always follow the current establishment.

Table 4. Distribution of answers to the question "Do you always follow current standards, laws

and regulations in your professional activity?"

Yes

No

Characteristic A % row of total A % of row total Total
Position:
Accountant 88 86% 14 14% 102
Chief Accountant 161 81% 38 19% 199
Other 12 86% 2 14% 14
Total 261 83% 54 17% 315
Type of entity:
Private sector 161 79% 42 21% 203
Public/Gov. organization 93 90% 10 10% 103
Self-employment 7 78% 2 22% 9
Total 261 83% 54 17% 315

Source: prepared by the author
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Table 4 introduces further segregation of answers by position and type of business entity.
When viewing the stickiness to legislation by position, the adherence of accountants are slightly
higher than adherence of chief accountants — 86% versus 81%. Thus, chief accountants may more
likely breach the legislation and act against the standards. In public sector, the adherence is
proven to be higher than in private entities, demonstrating that 90% of respondents follow the
rules in public organizations. In business and self-employment the adherence was
correspondently 79% and 78%, which is 10% less comparing to public organizations.
Noncompliance with current standards of accounting reported by 17% of respondents in total.
This ratio is higher in business, which hit 21% and in self-employment - 22%. The lowest non-
compliance is in public sector with 10% only.

Results for question “Have you been asked to act contrary to the accounting legislation?”

are summarized in Table 5.

Table 5. Distribution of answers to the question "Have you been asked to act contrary to the

accounting laws, regulations or standards?"

. Yes No

Characteristic A | % row of total | A % of row total Total
Position:
Accountant 58 57% 44 43% 102
Chief Accountant 154 7% 45 23% 199
Other 12 86% 2 14% 14
Total 224 71% 91 29% 315
Type of entity:
Private sector 154 76% 49 24% 203
Public/Gov. organization 62 60% 41 40% 103
Self-employment 8 89% 1 11% 9
Total 224 71% 91 29% 315

Source: prepared by the author

In total 224 respondents were asked to act contrary to the legislation, which is 71% of
sample (Table 5). The indicator is higher for chief accountants — 77%, and for other group — 86%.

The rest 91 respondents or 29% were not asked to act against current legal establishment.
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Analysis of answers by entity type shows that practitioners are asked to act against legislation
much more when doing self-employment (89%) or belong to private sector (76%) than when be

at the public organizations (60%).

Together with previous question, it was asked whether the respondents observed in their

career the action against accounting legislation. Table 6 brings the findings on this.

Table 6. Distribution of answers to the question "Have you observed in your career the action

contrary to the accounting laws, regulations or standards?"

.. Yes No

Characteristic A | % row of total | A % of row total Total
Position:
Accountant 73 2% 29 28% 102
Chief Accountant 164 82% 35 18% 199
Other 11 79% 3 21% 14
Total 248 79% 67 21% 315
Type of entity:
Private sector 167 82% 36 18% 203
Public/Gov. organization 73 71% 30 29% 103
Self-employment 8 89% 1 11% 9
Total 248 79% 67 21% 315

Source: prepared by the author

Examination of Table 6 founds that 248 participants or 79% observed an action that was
carried out against the accounting legislation. Similar tendency prevails here as in previous
question: chief accountants have the higher percentage of those that noticed noncompliance
action — 82%, which is 10% higher in contrary to accountants — 72%. In business and self-
employment the number of those who observed non-compliance actions was also higher
comparing to public sector.

Another question was asked to assess the practitioners’ perspective on receiving gifts in
their professional activity. The findings are presented in Figure 1. Figure 1 indicates that 34% of
accountants and 31% of chief accountants found receiving gifts as absolutely unacceptable. At

the same time, 25% of both feel like receiving gifts is totally acceptable.

24



Accountant 22% 11%

Chief Accountant 24% 8%
Other 7%

ml m2 3 4 m5
Absolutely unacceptable Totally acceptable

Figure 1. Attitude towards receiving gifts by position

Source: prepared by the author

Table 7 summarizes the average scores by position and entity type. The average likeliness
of accepting gifts by accountants is 2.82; by chief accountants 2.83. It can lead to a conclusion
that on average accounting practitioners would favor receiving gifts at their work. Other

respondents averaged of 2.0, meaning that they less likely to take the gifts.

Table 7. Average scores on the attitude towards receiving gifts (1 — absolutely unacceptable, 5 —

totally acceptable)

Characteristic Average score
Position:

Accountant 2.82
Chief Accountant 2.83
Other 2.00
Total average 2.79
Type of entity:

Private sector 3.07
Public/Gov. organization 2.16
Self-employment 3.78
Total average 2.79

Source: prepared by the author
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Breakdown of answers by entity type revealed that the most willingness to receiving gifts
have practitioners under self-employment, who scored on average 3.78 (see Table 7). Relatively
high likeliness of accepting gifts was among practitioners in business sector — 3.07. The lowest
average likeliness of receiving gifts was reported by respondents in public organizations — 2.16.
The total average score by all respondents was 2.79, showing that practitioners can liberate
receiving gifts at their work.

Having examined the adherence to current legal accounting establishment in Ukraine, the
set of considerations can be made:

e 83% of respondents always follow current legislation;
e adherence in public organizations is much higher, reaching 90%; in business it is lower

and fluctuates around the level of 80%;

e 71% of accountants are often asked to act contrary to the legislation;
e the number of those that observed the action contrary to the legislation was 79%;
e 1/3 of practitioners thinks that receiving gifts is unacceptable in their professional
activity; on the other side 1/3 of practitioners found it totally acceptable.
e in public organizations the likeliness of accepting gifts is lower than in private ones.
The next chapter 2.2.3. shows the level of how accountants acknowledge and value the main
principles of The Code of Ethics for Professional Accountants.

2.2.3. Perception of The Code of Ethics for Professional Accountants

The Code of Ethics for Professional Accountants, which was described in the first chapter
of this thesis, is legally recognized in Ukraine. One of the research questions is to investigate how
accountants perceive the principles of The Code. To find that out, firstly, the respondents were
asked to assess the set of statements regarding the connection of professional ethics and The
Code. The results are structured in Figure 2.

Each statement in Figure 2 must be assessed on the 5-point scale, where 1 — absolutely
disagree, and 5 — totally agree. The first statement brought up the importance of professional
ethics. In total 65% of the respondents found professional ethics as important. 13% of
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accountants rated the first statement as “4”, and 15% rated it as “3”. Those answers mean that
about 28% of participants consider the importance of professional ethics as mediocre.
Participants that did not agree with this statement, ergo found professional ethics as unimportant,
were 8% of total sample.

Professional ethics is important 8% 15% [13% INGS S
Knowledge of The Code is important 7% 16% | 16% NG
Professional ethics must be taught in high 9% 16% 13% IEE I

educational institutions

Professional ethics is highly developed in
Ukraine PN26%N  24% 41% 9%
ml m2 3 4 m5

Absolutely disagree Totally agree

Figure 2. Quantitative perception of The Code and professional ethics framework

Source: prepared by the author

The second statement as presented in Figure 2 was “Importance of knowledge of The
Code”. The distribution of answers for this statement is very similar to the previous one. 61% of
practitioners voted for the knowledge of The Code to be important. There were both 16% of
those who rated this statement as “4” and as “3”, resulting in 32% of accountants that perceive
The Code as of mediocre importance. 7% of accountants did not see the importance in The Code
and disagreed with the affirmation.

Identical allocation of respondents is observed for the third statement “Professional ethics
must be taught in high educational institutions”. 63% of participants agree with this affirmation.
29% of participants expressed their choice as “4” or “3”. The author assumes that those
participants consider the teaching of professional ethics as free choice subject in the high
educational institutions. 9% of practitioners see no need in applied teaching of professional ethics
in higher education.
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The last affirmation that is presented in Figure 2 is “Professional ethics is highly
developed in Ukraine”. 26% of responses totally disagree with it. Additionally, 24% rated this
affirmation as “2”. The author concluded that in total 50% of accountants consider professional
ethics in Ukraine as being poorly developed or not developed at all. Significant number of
participants rated this statement as “3”, which was 41% of total answers. It can be concluded that
those participants find the development of professional ethics in Ukraine on a medium level. 7%
of practitioners provided the score of “4” and only 2% voted for “5” — signaling that in total 9%
consider professional ethics to be highly developed in Ukraine.

Further analysis of the results discussed above is presented in Table 8, which shows the

average answers by position for each statement.

Table 8. Average scores on perception of The Code and professional ethics framework (1 —

absolutely disagree, 5 — totally agree)

Chief Average

Statement Accountant | Accountant | Other total
Professional ethics is important 4.35 4.32 4.57 4.34
Knowledge of The Code is important 4.23 4.31 4.36 4.28
Professional ethics must be taught in
high educational institutions 4.25 4.28 4.36 4.27
Professional ethics is highly developed in
Ukraine 2.38 2.33 2.36 2.35

Source: prepared by the author

According to Table 8, the respondents perceive professional ethics of high importance,
with the total average score of 4.34. Worth attention is the fact, that “other” group considers
professional ethics of bigger importance (average score 4.57), than accountants (4.35) or chief
accountants (4.32). This indicates that importance of professional ethics is not only limited to
accountant profession. For the rest of professions, such as tax inspectors, financiers, etc. the
ethics plays significant role. The importance of knowledge of The Code averaged 4.28.
Accountants showed an average score of 4.23, while for chief accountants it was higher and
reached 4.31. Based on the results, the knowledge of the code is deemed to be important by most

participants. Average score regarding the statement that professional ethics must be taught in
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high educational institutions was 4.27, which shows that high number of respondents support
such initiative. As for the last affirmation, accountants rated the development of professional
ethics in Ukraine as 2.38, chief accountants averaged 2.33. The average score for all participants
was 2.35, leading to the insight that there is a big room for improvement and development of
professional ethics in Ukraine.

The core of professional codes of conduct is in its principles. Table 9 demonstrates the

perception of Ukrainian accountants towards the principles of The Code.

Table 9. Total sample evaluation of principles of The Code (1 — completely unimportant, 5 — very

important)
Principle Scores
P 1] 23] 4]5
Integrity 1% | 11% | 5% | 16% | 67%
Objectivity 1% | 11% | 1% | 7% | 80%

Professional Competence | 1% | 11% | 1% | 10% | 77%
and Due Care

Confidentiality 1% | 10% | 3% | 10% | 76%

Professional Behavior 1% | 11% | 3% | 12% | 72%
Source: prepared by the author

Table 9 contains the allocation of all answers for each principles of the code of ethics.
Integrity was assessed as very important by 67% of respondents. 16% rated integrity as “4”,
demonstrating still high importance of it. 5% found this principle of medium importance and
around 12% of participants considered integrity as rather unimportant in their activity.
Obijectivity was the leader among principles, which received the highest share of answers that
rated it as very important (80%). Sample of respondents who consider objectivity as of low
relevance reached 12%. Professional competence and due care was valued by 77% of
practitioners as huge importance, at the same 10% found it a bit less important and 12% stood for
low value of this principle. The forth principle of The Code is confidentiality. The results of the
survey demonstrated that for 76% of participants confidentiality is very important to follow, for
10% it is of less importance, for 3% it is mediocre and for 11% confidentiality can be neglected.
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High sample of responses (72%) rated the principle of professional behavior as very relevant.
The portion of those who did not agree with importance of professional behavior reached 12%.

Further, the principles of the code were compared by average scores. Table 10 presents
the average rating of principles.

Table 10. Total average scores on the principles of The Code (1 — completely unimportant, 5 —

very important)

Principle Average score
Integrity 4.36
Objectivity 4.55

Professional Competence

and Due Care 452
Confidentiality 4.48
Professional Behavior 4.43

Source: prepared by the author

Table 10 clearly indicates that each principle of professional ethics is considered by
respondents of equal high value. Nevertheless, there is a slight deviation between the average
scores. For instance, the highest value and, thus, the most important for accountants was the
principle of objectivity. The lowest rank was given to integrity. In general, the deviations
between principles of ethics are minor and each principles was ranked very high on the 5-point
scale, meaning that practitioners find them as very important in professional activity.

Analyzed and discussed above survey results allow to make the following conclusions:

e 2/3 of participants (210 practitioners) agree with the high importance of professional
ethics and The Code;

e 63% of respondents strongly support teaching professional ethics in high educational
institutions;

e approximately half of the respondents (158 practitioners) agree that professional ethics in

Ukraine is on the low level and only 9% found its development on a decent level,

e principles of The Code were of an equal high importance to respondents, averaging 4.5

which is interpreted as highly important;
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e the principle that scored the most was Objectivity (4.55) and the least was Integrity
(4.36).
Findings in this chapter demonstrated the high importance of ethical principles in accounting.
Preliminary analysis of the results showed that there are no big differences in scores between
position of respondents or entity type. All practitioners acknowledge the principles and agree on

its significance. Chapter 2.2.4. investigates the occurrence of pressure in professional life.

2.2.4. Evidence of occurrence of pressure on accountants

The current section of the survey investigates the occurrences of pressure on accounting
practitioners, incidents of threats and the parties that exerted the pressure. All survey participants
(315) were asked to assess the predominance of pressure in general in their everyday professional

activities (Figure 3).

Uncertain Rarely
11% 7%

Very often
39%

Often
43%

Figure 3. Responses to the question “How often do you think pressure is exerted on the
accountants?”

Source: prepared by the author
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Figure 3 dictates that 39% of survey sample or 123 practitioners think that accountants
can be very often under pressure. 136 of respondents or 43% assumes that accountants are often
under pressure. The number of those who see pressure on rare incidents in work life totaled 22 or
7%. The rest 33 responses or 11% of total base were uncertain about frequency of pressure upon
accountants.

As a follow-up to previous question, accountants were asked whether they personally

were put under the pressure. Table 11 summarizes the findings.

Table 11. Distribution of answers to the question “Have you encountered pressure on your work

to act contrary to the professional ethics or to the accounting legislation?”

o Yes No
Position A % row of A % of row | Total
total total

Accountant 57 56% 45 44% 102
Chief 151 76% 48 24% 199
Accountant
Other 11 79% 3 21% 14
Total 219 70% 96 30% 315

Source: prepared by the author

According to Table 11, practitioners are often subjected to pressure. The sample of those
who experienced pressure reached 70%, or 219 answers in absolute measure. 96 respondents or
30% had not experienced any pressure by the time when the survey was conducted. When
analyzing answers by position, number of accountants that experienced pressure upon them was
the lowest in comparison to other groups (56% experienced pressure), while most of chief
accountants reported pressure upon them (76% experienced pressure). Such differences can arise
from the level of responsibility to the stakeholders. Chief accountants generally have higher
responsibility and thus get direct influence from management. Those participants that answered
“yes” to this question followed few additional questions to investigate further on the nature of

pressure. Figure 4 presents the sources of pressure.
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State bodies Family
8%  members/friends

1%

Colleagues
10%

Figure 4. Where does pressure come from?

Source: prepared by the author

Based on the data in Figure 4, the conclusion can be made that in most cases the
management put a pressure on accounting practitioners. Management was stated by 178
respondents, that totaled of 81% of sample. Colleagues and working partners were considered as
the second most popular source of pressure, receiving 21 responses or 10% of total. State bodies
were the third source of pressure with the total number of 18 responses or 8%. Friends and family
members are rare source of pressure and were reported by 2 respondents (1%) only.

Since incidents of pressure were reported by significant amount of participants, Figure 5
provides a deeper analysis of pressure sourcing divided by position. The data in Figure 5 consists
of 219 answers from the respondents, who indicated themselves as being put under pressure. The
dominating party that exerts pressure is management, reported by 84% or 48 accountants. Chief
accountants have similar allocation of answers towards claiming management with 81% or 123
responses. Quite frequently, the colleagues are considered to create pressure. For accountants,
colleagues as source of pressure totaled in 11% of instances, for chief accountants — 8%, and for

other professions — 27%.
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Figure 5. Distribution of answers on the sources of pressure by position

Source: prepared by the author

Another party that initiates pressure is state authorities; those include tax inspections,
state fiscal service and others (Figure 5). In 4% of cases, the state bodies were source of pressure
for accountants, for chief accountants this indicator was 10% and for other professions was 9%.
Very low amount of participants experienced pressure from friends or family numbers, only 2%
of accountants and 1% of chief accountants.

The party that exerts pressure can use different triggers to achieve the desired results. One
way is to offer something valuable, like a gift or any other reward. Another way, is more severe
and might include threatening of dismissal, decreasing of salary or lowering in position, etc.
After examining the sources of pressure, participants were asked to indicate whether the pressure
was associated with any reward or threat. The results are systemized in Figure 6.

Studying Figure 6, it reveals that 81% or 178 respondents were not offered any reward
when there was a pressure upon them. The rest 19% or 41 participants on the contrary were
offered a reward for doing a particular activity desired by another party. The second set of data in
Figure 6 shows the answers for question “Have you experienced threat associated with the
pressure?”. The number of participants who reported threatening was 114 or 52% of total sample.
As for the rest 105 responses or 48% they did not report any threatening upon them.
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Figure 6. Attributes of pressure
Source: prepared by the author
Acknowledging Figure 6, it can be said that many accountants were threatened, while
being put under pressure. It leaves an alarming message to company’s management to prevent
such incidents.
Key points after analyzing of incidents of pressure upon accountants are as follows:
e accountants are very often put under pressure (39%) or quite often (43%);
e 70% of respondents (219 answers) found themselves under pressure;
e the pressure primarily comes from three sources: management (81%), colleagues (10%)
and state bodies (8%);
e the parties, that initiate pressure, offer rewards/benefits for a desired actions in 19% of
incidents;
e practitioners can be threatened (dismissal, salary reduction, etc) quite often, with 52% of
respondents reporting such incidents.
Unethical professional behavior can harm different personal and organizational aspects.
Chapter 2.2.5. reveals the consequences of ethical misconduct.
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2.2.5. Cases of ethical misconduct

Neglecting of principles of ethical conduct can transform into various consequences for
involved parties. The issues can result in different damages, such us undermining of reputation,
creating tension between colleagues and management, internal and external conflicts. The set of
assumed ethical situations were prepared and all survey participants were asked to choose
whether they had faced such events or not. Figure 7 shows the allocation of answers for the

particular statement.

situations that questioned your objectivity [0 sy
situations that undermine your professional _
reputation

internal conflicts as a result of professional _
ethics misconduct

negative consequences that were caused by _

professional ethics misconduct

financial issues were caused by professional _

ethics misconduct
mYes = No

Figure 7. Answers to the question “Have you faced listed cases?”

Source: prepared by the author

Data in Figure 7 brings important messages. Practitioners have found themselves very
often in the situations where their objectivity was questioned (77% or 242 respondents). The rest
72 practitioners (23%) have never been questioned by their objectivity in working activity. The
analysis shows that there are many occurrences of undermining accountants’ professional
reputation, providing the fact of 67% participants (211 answers) had faced such situations. For
33% there were no incidents of damaging their professional reputation. Internal conflicts, because
of non-following of accounting ethics, were reported by 67% of participants. There is high
probability of negative consequences caused by professional ethics misconduct, since 49% or 155
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respondents specified it. At the same time, the rest 51% or 160 respondents did not face any
negative issues caused by improper professional behavior. However, it was indicated by 41% of
participants that ethical misconduct had caused financial issues.

Since the accountants might face different ethical situations, they should have a
possibility to consult and discuss their concerns with respected organization, which not only can
assess the event, but provide the practitioner with meaningful feedback and recommendations
how to act under different circumstances.

According to Table 12, the vast majority of respondents (271 answers or 86%) feel the
need to discuss issues of professional ethics with relevant organizations. The key factor here can
be that sharing of the concern should happen on the anonymous basis, unless the reporter wants

to reveal the personality.

Table 12. Should the accountants have the opportunity to discuss issues of professional ethics

with relevant organizations on an anonymous basis?

. Yes No
Entity type A % row of total A | % of row total Total
Private sector 173 85% 30 15% 203
Public/governmental organization | 91 88% 12 12% 103
Self-employment 7 78% 2 22% 9
Total 271 86% 44 14% 315

Source: prepared by the author

Analysis of responses throughout entity type shows the prevalence of the need to discuss
ethical issues for all organizations (Table 12). Private sector totaled of 85%, while public
organizations totaled even higher (88%) towards expressing and discussing professional ethical
issues. The number of those who have no need to share any ethical issues with interested
organizations totaled of 44 or 14% of survey sample. Data in Table 12 has proved that current
public as well as state organizations must take a lead in reassuring that accountants can freely
discuss the ethical issues and get a support in return.

After analysis of cases of ethical misconduct and their consequences, the next points can

be considered as crucial:
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e the objectivity of accountants is questioned very often (reported by 77%);

e accountants often face the situations that undermines their professional reputations
(reported by 67%);

e misconduct of professional ethics can escalate more serious consequences, such as
conflict of interests (reported by 67%) or financial issues (reported by 41%);

e there is an obvious need for practitioners to share ethical concerns on an anonymous basis

with relevant organizations, with 86% supporting the statement.

Results of analysis provided in this chapter showed that the topic of accounting professional
ethics is very important to Ukrainian accounting practitioners. Ukrainian accountants highly
recognize the principles of The Code and express its solidary that if The Code is always followed
the quality of accounting activities would raise. However, the level of professional ethics in
Ukraine remains on a low level and accountants often face ethical issues, act against the current
laws or regulations, and can be put under pressure. Stabilization and further development of
national accounting regulations, including ethical framework, must be done within mutual
cooperation of private and public sectors, involving governmental bodies. In addition, the critical
mass of respondents in the survey supported the initiative of discussing ethical issues with
respected organizations.

The next part of this chapter concludes the survey findings, discusses it through the

conceptual base presented in first part and suggests future implications and research problems.

2.3. Conclusions and suggestions

The objective of this paper was to identify the adherence to ethical behavior and
prevalence of ethical issues in accounting practice in Ukraine, following by a set of the research
questions presented at the beginning of the paper. For this purpose, the author made
comprehensive study of the methodological framework of professional ethics and launched an
online questionnaire, targeting professional accountants in Ukraine.

Reviewing of previous studies on the topic of professional ethical behavior in the first

chapter validated the importance of adherence to professional ethics and its favorable effect. The
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users of accounting information must rely on the data produced by accountants. The quality of
data and professionalism of accountants play an important role in both business and public
transactions. One of the unprecedented facts is that ethics contributes a bigger value to the
organizations, showing them as more credible on the market. Another favorable side is that in
ethical organizations, the employees are more cohesive and supportive, that allows easily
overcome obstacles and internal conflicts. Many studies stress the proper educational trainings as
a key prerequisite for improving professional ethics. Besides that, the leading regulatory role in
the field is put on the shoulders of governmental and non-governmental law-making bodies.

Establishment of Ukrainian ethical practice in accounting is still in its formation. The
Code of Ethics for Professional Accountants was introduced in Ukraine in 2004, that could be
treated as the most significant milestone in regulation of accounting ethics since then.

To follow the scope of the paper, the author decided on the set of five research questions.
In order to address the research questions, the exploratory quantitative method in the form of
online questionnaire was chosen. Therefore, the sample of 315 responses from accounting
practitioners was received. The sample demographics was valid to reassure the data relevance,
integrity and survey objectives. The sample consisted of 63% responses submitted by chief
accountants and 32% responses submitted by accountants. Allocation of sample within entity
type had 64% of answers submitted by private sector and 33% submitted by public sector.

The survey findings revealed various facts regarding the professional ethical environment
of accountants in Ukraine. The findings provide an empirical evidence towards examination of

accounting ethics in Ukraine and, thus, research questions can be answered accordingly:

Q1. How do accountants in Ukraine perceive the level of professional ethics and the
application of The Code of Ethics?

It can be concluded, that only 9% of accounting practitioners considered professional
ethics in Ukraine to be highly developed. 41% found it as of medium level, and the rest 50%
claimed the level of accounting ethics in Ukraine as very low. These findings correlate with
descriptive studies by Ukrainian scholars, discussed in the first part of the thesis. Thereby, not
only the scholars suppose that professional ethics in Ukraine is in its infancy, but the practitioners

also. Furthermore, 65% of respondents found professional ethics as very important and 28% as
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quite important. The knowledge of The Code of Ethics for Professional accountants voted by
93% of participants as of great significance. The findings showed that all five principles of The
Code (Integrity, Objectivity, Professional competence and due care, Confidentiality, Professional
Behavior) are considered by respondents of equal high value. Nevertheless, the highest was rated
Obijectivity (average 4.55 out of 5 points) and the lowest scored Integrity (average 4.36 out of 5
points).

Q2. Do accountants always follow current laws, regulations and standards?

Validating this hypothesis revealed that many respondents are often being asked to act
contrary to the legislation (71%) and even more participants had observed such actions (79%).
However, the practitioners in most cases follow the legal procedures and 83% of responses
declared that they always follow the laws. Public organizations have higher level of adherence
(90%) versus private organizations (79%). This could suggests the further investigation of why
private sector must act against laws. The author assumes that business transactions in Ukraine
involve the high level of complexity, often accompanied by “shadow” activities or corruption
schemes. Additionality, the worrying fact is that the average likeliness of accepting gifts by
accounting practitioners was rather high (2.79 out of 5 points scale). The author finds such

practice as very unacceptable in working activity of any profession.

Q3. Does the pressure occur in accounting activities?

According to survey results, occurrences of pressure in accounting practice happen very
or quite often (reported by 82%). 70% (219 responses) experienced themselves under pressure
directly. As it was indicated by respondents, the pressure is exerted by three parties: management
(81%), colleagues (10%) and state bodies (8%). In more than half cases when pressure was
exerted (52%), the practitioners were threatened (dismiss, salary reduction, etc.) and sometimes
(19%) they were offered a reward for executing desired actions. The author strongly suggests the
further discussion of pressure occurrences in accounting activity and preparing the prevention

steps on how to avoid it or how accountants should act in such situations.
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Q4. Does the disregard of professional ethics result in negative consequences?

Prior to validating this research question, the survey identified that many respondents
were in situations that questioned their objectivity (77%) and in situations that undermined
professional reputation (67%). Non-following of principles of accounting ethics can lead to
internal conflicts (67%), or result in more serious consequences, since 41% of respondents
indicated financial issues that were caused by professional ethics misconduct. This fact, once
more supports the previous discussion in the thesis on the positive value of ethics for
organizations. Ethical organizations are not only more cohesive internally, but position
themselves as credible on the market, - this is a point at which professional ethics becomes a
competitive advantage. The author strongly stresses the importance of ethical behavior in
business and suggests that there must be comprehensive campaigns in business mass media

showing the value of professional ethics.

Q5. Is there a need to teach accounting professional ethics in high educational
institutions?

Proper educational and practical training on professional ethics was discussed in the first
part of the paper. The evidence out of research findings showed that 63% of participants agree
with including professional ethics into study curriculums; the rest 29% agree to some extent and
9% do not support it. Additionally, the research discovered that accountants would like to share
the ethical concerns with relevant organizations (86%). The discovery brings the unprecedented
importance of professional ethical training for accounting practitioners.

The findings above emphasized that the research questions ascertained by the author were
fully examined and proved. Current thesis significantly contributes to developing of accounting
professional ethics in Ukraine. Various aspects of professional ethics discussed above should be
considered by accounting organizations in Ukraine, as well as business executives and everybody
who works in or influences accounting activities. Application of research findings may involve
different reforms in education, reviewing of methodology and national standards. For business, it
might be a matter of change management, since ethical behavior must be a corporate value and

followed on every level of organization structure.
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APPENDICES

Appendix 1 — Survey questionnaire

[Tpo6nemu npodecinHOT eTUKK
oyxrantepiB B YkpaiHi (aHOHIMHe
OMUTYBaHHA)

¥ Konexcl eTiku npodeciBnuny Gyxrantepis MG Big3naYscThon, Wo HapaKTEPHOK PUCOH
NegHUE Npehecii € NpUAHATTA BIANCEIAANEHOCTI Nepel cycninecTEOM . 3a QOBMT POKK CRYHIHHA
OyxranTepie kKNicHTamM, poGoTO4asLAM Ta CycninecTey UA npodecia Habyna penyTauil Taxkol, we i
NpeAcTaBHKKaM BNACTUE] YecHicTh, o EKTHEHICTL Ta KomMNeTeHTHICTs. Komen npodeciinmi
GyxranTep, AKWA He BUKOHYE (alio cNpaBNAE BPaMeHHA, WO HE BHKCHYE) NpodeciiiHng cTaHdapTie
Ta 3EKCHOOABYMK BUMOT, WKOOMTE PENYTaUIT npodeci.

MeTa gaHoro gocnigmeHHa NpoBEEcTH OUIHKY Npofnet eTUKK, RKI MOXYTE BHMHWUKATY Nepep
ByxranTepaMu. AHKETYSaHHA NPOSOAMTECA Ha aHORIMHIA ocHoel. TpueanicTe 310 xs.

Kepienuk npoekTy - KOpil ¥aTkin, cTygedT Tannincekoro TexHonoriysoro yHisepouTeTy, kadenpy
Byx.ofniky Ta divancis. 3 NuTaHe Ta NponosyMuiA nrcaty - zhatkinyuri@gmail com

* Required
Baw BiK? *
() <25

() 2635
() 3645
(O =46

HalBULWMWA piBeHb 3aKiH4YeHO! OCBITH? *

'
|

o

P
|
.,

I
.

P
) Bakanaep

Y a
S Marictp

::' Kangupat/JokTop Hayk

) Other:
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Appendix 1 Continued

BubepiTb NpaBoBy GopMy HOPUAMYHOI 0CO6M, B AKIN BU
npayreTe? *

P . - .
() OepwasHa/nyGniuda opardizayia

P -
) TpuBaTHWA cekTop

Pt r .
() Camo3alHATICTL

3a3Ha4Te Bal cTax poboTu: *

P .
() =1 pory

(::' 2-5 poku

() 510 pokie

'C;' =10 pokie

fka Balla nocapga? *

P e
() Tonoedwi Gyxrantep

Ty
) Byxrantep

P
() AcwcTeHT ByxranTepa

'i_:' Other:

BigHoweHHs fo npodeciiHol eTUKK

Yu 3aBxau Bu KepyeTecs y CBOIW JiANbHOCTI SiH0YMMMK
3aKOHaMW, Npasunamu i ctangapramu? *

£
L) Tak

£y .
() Hi
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Appendix 1 Continued

OuiHiTe HacTyNHi kaTeropii 3a 5Tk BanebHoW WKanoto, ge 1 -
abCconTHO He3roAeH, a 5 - NOBHICTIO 3rofeH *

Mpodecifiia eTvra e
pode: = =
Yepaisi 3HaRcgnTeSA Wt L.t
HE BUCOKOMY PIEHI

BamnueicTe

—~ ~ —
AOTPHMEHHA W L L L
npodieciiMoi eTHKK

MpodeciiHy eTrky

—~ ~
necbxigHo L L
ENKNAZETH B BY3EX

HeobxigricTs 3HakkKa
Kogekcy eTukr ~ ~
npodieciikmx = -
GyxranTepia Yepaikw

OuiHiTe cBOE CTaBNEHHA A0 OTPUMMAaHHA NoAapyHKIB
(MaTepianbHMxX, rpOLWOEWX) Y Bawwin npodecinHin gisnsHocTi? *

1 2 3 4 5
Aﬁco.ll HITHO O O O O O LI,IvJ'IKOM
HEMPUAHATHO - - - MPUAHATHO

OUuUiHiTe 3HauywWicTe NpuHUKMNiE Kogexkcy eTUKW NnpodecilHmnx
Byxrantepie, oe 1 - aBCoONKOTHO HEBaMNWBUMRA, 5 - OyHe
BaXMMBKWA. *

1 2 3 4 5
- e P P P P
YecHicTs IJ ) ) ) )
g - P P P P
O'ekTrEHIcTE O ) ) ) )
MpodecinHa _ - a a B
- — — - )
KOMMNETeHTHICTE Ta |\_:1 L) L) L) L)
HanemHa PETENEHICTE
: o o~ o~ — P
KondigenyifticTs D ) ) ) )
. . — o~ o~ o~ P
Mpodecifiya nosegikka |J [ ) ) )

Yu npocunu Bac giatu Boyneped TexHidHMm Ta / abo
npodecinHum cTangapTam? *

() Tak

—
) Hi
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Appendix 1 Continued

Yu cnocTepirany Bu v cBoli kKap'epi Aito Boyneped TeXHIYHKMM
Ta / abo npodecidiHum cTaHgapTam? *

) Tak

o
) Hi

Hka cToOpoHa YMHMKNA TUCK? *

(_) KepisnuuTeo

[ Konerw

(L) YUnenwn pogwHwn/apysi

() other:

Yu nponoHysana Bam cTopoHa, Wo YMHMNa TUCK, Byab-AKY
BEMHaropody 3a ue? *

() Tak

) Hi

Yu norpoxyeana Bam cTOpoHa, WO YKMHWNE TUCK, BYAb-AKWUM
YMHOM (Hanpuknan, ckopoYeHHAM 3apobiTHOT nnarw,
3HWXEHHAM B Nocagi, 3BiNbHEHHAM, iHWWEe)?

) Tak

Yu cTukanuca Bu 3 TMCKOM Ha Bawy poboTy Bcynepey
3aKOHHWM cTaHgapTam i/ abo npodecinHol eTUKK? *

® Tak

o .
L) Hi
S
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Appendix 1 Continued

Ha Balwy AyMKy, AK YacTo 6yxrantepu NigaaTecA TUCKY? *

':_ﬁ' Hikonw
':_ﬁ' Figxo
() Yacro

() HOyme yacTo

() Basko eignogicT

Yu cTkanuca Bu 3 nepeniyeHMMM cUTYaUiaMKu: *

Taw Hi
CHUTYAUIAMM, KOTRI cTaeMny Bawy Y Y
of EKTHEHICTE Mg CYMHIE? o =
CUTYaUIAMM, AKI nigpueany Bawy Ty Y
npodeciiky penyTauixo? = =
CHTYAUIAMHM, AKI NPHIESGMNK go o Y
KoHENIKTY iHTepecie? - =
BHYTRILIHIM KOHDAIKTOM Ha TRI ™y ™y
npodecitHol eTHKN? = =

HEMATHEHHMMH HACNIZKEMK, NPHUUHOHK
B

AKMY CTEND NOPYLWEHHA NPHHULHNIE L L

npodecitkol eTHEM ByxranTtepis?

iHascoaMmMY NPofnemMan i, NPKY HCH

-
AKME NOCAYH MUK MOPYLWEHHA NPRHLMNIE b4 L
npodeciiHol eTHEW ByxranTepis?

Ak Bu BBaKacTe, Y4 MNOBWHHI Byxrantepwn Ta ayauTopyu MaTH
MOMUTMBICTE OBrOBOPHOBATH NUTAHHA NpodeciiHOl eTHKKU 3
3aliKaBneHWMKW OpradisauiaMM Ha aHOHIMHIW ocHOBI? *

() Tax

Pt .
) Hi
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