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ABSTRACT

This research discusses the ethical issues that the managerial accountants face and how such issues influence the
organizational decision-making process. With the aim of identifying the common ethical dilemmas, understanding their causes,
and offering recommendations, the scope of the research is to enhance the integrity of financial reporting and management
decisions. Case studies and close examination of the literature are included in the research methodology. The case studies are
centered on actual-life situations where there is a violation of ethics. This includes cost manipulation, performance reviews
biased towards individual expectations, and expense misreporting. Literature review The paper views prior research on ethics
in accounting. The study relies majorly on secondary data for its information. Information was gathered from industry
publications and scholarly papers. The results show that conflict of interest, pressure to meet financial targets, and lack of
well-outlined ethical standards are the frequent ethical problems are attributed to few common causes. Such moral slippery
slopes often in turn have been proven in research to result in business malpractices, monetary loss and reputation loss. To
reduce unethical behavior, the paper also endows with the essence of ethics education and implementation of internal controls
and procedures. The findings of the study point out the requirement for a coroner in hopes that companies will pay attention to
ethical managerial accounting practice. Some of the proposals include the running of high numbers of transparent measures,
professionalism and integrity education and stricter corporate governance measures.

Keywords: managerial accounting, ethical issues, management, financial goals

l. INTRODUCTION

Adherence to ethics is an extremely important area in managerial accounting. When it’s not clear what the best route
is, managers and accountants are often tasked with making difficult choices. These ethical dilemmas can come into play when
conflict of interest sustainability undermine compromise fairness and profits, or when the interests of one’s own get prioritized
over the integrity of the organization. This article focuses on ethical dilemmas within managerial accounting and how it
impacts people’s judgment to grasp automated problems and how their decisions to engage in such practices affect not just
their respective organizations but their employees and stakeholders and broader society, using real-world examples. You can
discover why moral decision making is critical to long-term performance, and how managers can address these ethical
challenges, at the bottom of this article. Amateur, expert, or curious, this overview would give workplace ethics credentials
which greatly aid in understanding workplace ethics.

Il. OBJECTIVES

1. To learn about general ethical issues in managerial accounting, that relate to their effects on stakeholder relationships and
decisions made by corporations.

2. How moral principles might apply your decisions through the most challenging managerial conundrum.

3. To explore how ethical ideas can be used to guide fair and responsible decision making during challenging management
situations.
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1. RESEARCH METHODOLOGY

Based on primary and secondary data, the research attempts to give a complete insight into ethical issues in
management accounting. Primary data on ethicaldilemmas and the practical process of ethical decision making were evaluated
and interview managers and financial managers. The secondary data for journals and periodicals, should be used to support and
substantiate the research jolted from industry publication, professionalisms, and academic journals. Real data are compared
with theory and practice in what is known as the study of a phenomenon through published case studies and documented
examples.

IV. LITERATURE REVIEW

C. Endenich & R. Trapp (2020) The paper discusses the relationship between ethical decision making and
management accounting and control. It analyses 64 papers, and goes on to discuss how this might impact on practice and
research. Weibenberger (2019) mainly discusses ethical challenges facing accounting Morality in Business: Important and
Bartz et. al. As (2017) researched that in order to deal with the ethical and social issue of management accounting this the
paper explores integrated reporting. D. L. Ariail et. al (2024) In their paper Story within tell about making use of the survey
data to explain predictors of personal value in terms of moral choice making in managerial accountings. C. Zhang et. al (2023)
examine the kind of moral concerns raised for management accounting by technology itself breakthroughs like artificial
intelligence and big data. B. van der Kolk (2019) further details how budgeting processes lead to ethical dilemmas in resource
allocation and performance evaluation. T. O. Calota, in 2021, answers the question of whether integrated reporting can be
considered as a method of ethics and transparency practice in a company. R. Huterski et. al (2020) describes how the law
system determines moral behavior and avoids conflict of interest. C. Alawattage and D. Wickramasinghe, 2024: This further
explores how ethical issues affect strategic decisions and their impact on the effectiveness of organizations. The integrated
reports are something that young students need to be trained to view as a recognized mode of portrayal, and ethics is no
exception or a T. O. Calota in the year 2021, a question of integrated reporting as theory and practice of ethical and transparent
behavior of companies is quite interesting indeed. As this R. Huterski et. al (2020) describes how the law system determines
moral behavior and avoids conflict of interest. C. Alawattage and D. Wickramasinghe, 2024: The same extends on the
relevance of the ethical concerns in making strategic choices and its consequences on organizational productivity.

V. DATA ANALYSIS
Here we have collected data from 50 respondents who are mainly employees working in different sectors of the

industry.
Demography

= 18-25 ®=26-32 =46-55 =55andabove =32-45

Figure 1: Graph showing the age of the Respondents
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In Fig 1, we can see that majority of the respondents are falling between the age category of 32-45 (26%) and 46-55
(24%) which showcases that majority of the respondents fall in the middle age group who are more likely to hold managerial or
decision making role in managerial accounting. Their greater exposure to managerial responsibilities increases their likelihood
of encountering ethical dilemmas. Next are the younger professionals 18-25 (16%) and 26-32 (18%) who might face ethical
issues indirectly as they are mainly at the entry level (18-25) and those in their early careers assuming responsibilities (26-32)
might get a direct exposure to ethical challenges. The older professionals 55 and above (16%) are seasoned professionals
(lesser in number) may experience or oversee ethical ethical challenges in managerial accounting due to their extensive
experience.

Occupation
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Figure 2: Graph showing the occupation of the respondents
The graph shows the distribution of respondents based on their occupation. The majority of respondents, 19 each,

were either employees or involved in business. A smaller number, 12, were classified as others. This suggests that survey
primarily captured the perspectives of individuals working in traditional employment roles and business owners.

12

= Manipulation of earnings = Over-optimistic budgeting

All of the above = Financial misreporting

Figure 3: Graph showingMost Common Ethical Dilemma Faced by Managerial Accountants

The graph depicts the most common ethical dilemmas faced by managerial accountants, highlighting four main areas
of concern. The largest portion, representing 30% is related to over-optimistic budgeting, where accountants inflate budgets
to present an overly positive financial outlook. This can mislead decision-makers and create unrealistic expectations for
organizational performance. The second most prevalent issue is manipulation of earnings, accounting for 26%o of the cases.
This involves intentionally altering financial figures to meet performance targets pr expectations, which can distort the true
financial health of the company. Closely following this is the category labeled all of the above, making up 24% of the
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responses. This indicates that nearly a quarter of accountants experience a combination of all the ethical challenges listed,
suggesting systematic issues or intense pressure within their roles. Finally, financial misreporting accounts for 20% of the
ethical dilemmas. This involves presenting incorrect or incomplete financial information, either intentionally or due to
negligence. While this is the smallest segment, it still reflects a significant concern in the field.

= Strengthen trust
= Cause financial loss and loss of
trust

Improve investor relations

= Have no impact

19

Figure 4: Graph showingEthical Dilemmas In Managerial Accounting Typically Impact Stakeholder Relationships

This graph shows how ethical dilemmas in managerial accounting impact stakeholder relationships. The majority of
cases (38%o) lead to financial loss and loss of trust, highlighting the damaging effects of unethical practices. About 26% of
the responses indicate that ethical conduct can strengthen trust among stakeholders, emphasizing the positive outcome of
ethical behavior. Another 22% suggest these dilemmas improve investor relations, showing some benefit when transparency
is maintained. However, 14% of cases report no impact on stakeholder relationships, suggesting that certain issues may not
significantly influence perceptions. Overall, the data reflects that ethical practices are crucial for maintaining trust and

minimizing financial risks.
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Figure 5: Graph showingGroup Which Is Most Affected by Unethical Managerial Accounting Practices

This graph illustrates the groups most affected by unethical managerial accounting practices. A significant 44% of
respondents believe that all groups- shareholders, employees and customers- are impacted, emphasizing the widespread
consequences of unethical behavior. Both shareholders and employees individually account for 20% each, showing that they
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are equally vulnerable to financial and operational repercussions. Meanwhile, customers make up 16% indicating that while
they are affected, the impact is somewnhat less compared to internal stakeholders. This data highlights that unethical practices
harm multiple groups, necessitating ethical standards to protect all stakeholders.

29

By providing a By prioritizing By promoting creativity By ensuring personal
framework for profitability over in financial reporting gain
transparency accountability

Figure 6: Graph showingMoral Standards Guide Managerial Accountants in Ethical Decision-making

This graph shows how moral standards influence in managerial accountants’ ethical decision-making. The majority
(29 responses) believe moral standards guide ethical decisions by providing a framework for transparency, highlighting its
critical role in maintaining integrity. In contrast, other factors, such as prioritizing profitability over accountability,
promoting creativity in financial reporting, and ensuring personal gain, were each selected by only 7 respondents,
indicating they are less influential in ethical guidance. This suggests that transparency is considered the most significant ethical
principle in managerial accounting.

= Integrity
= Confidentiality
All of the above

= Objectivity

Figure 7: Graph showing Ethical Standard Which Is Most Critical in Managerial Accounting Practices

The graph highlights the ethical standards deemed most critical in managerial accounting practices. “All of the
above” (integrity, confidentiality, objectivity) is considered the most crucial, selected by 38% of respondents. Integrity and
confidentiality are equally valued, each receiving 22% of the responses, while objectivity is rated slightly lower at 18%. This
indicates that a combination of all ethical standards are considered essential for effective managerial accounting, though
individual attributes like integrity and confidentiality hold significant importance as well.
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Figure 8: Graph showingThe Primary Role of Professional Ethical Guidelines in Managerial Accounting

The graph illustrates that the primary role of professional ethical guidelines in managerial accounting is to encourage
fair and accountable decision-making, with 25 respondents prioritizing this aspect. This significantly outweighs the other
options: ensuring compliance with tax laws (12 respondents), maximizing financial gains (7 respondents) and
eliminating all financial errors (6 respondents). This data suggests that ethical considerations are paramount in managerial
accounting, and that professionals in this field are expected to make decisions that are not only accurate but also fair and
responsible.

O Choosing a decision that balances ethical principles and stakeholder needs
O Selecting the option with the highest profit potential
Prioritizing short-term goals over long-term impacts

O Following the directive of the most senior executive

Figure 9: Graph showing the approach is most aligned with ethical practices
The graph illustrates that the approach most aligned with ethical practices is choosing a decision that balances ethical
principles and stakeholder needs, with 54% of respondents selecting this option. This significantly outweighs the other
options: prioritizing short-term goals over long-term impacts (18%), following the directive of the most senior executive

http://mjar.singhpublication.com 27|Page



Management Journal for Advanced Research Peer Reviewed and Refereed Journal
ISSN (Online): 2583-1747
Volume-4 Issue-6 || December 2024 || PP. 22-30 DOI: 10.54741/mjar.4.6.22-30

(14%), and selecting the option with the highest profit potential (14%). This data suggests that a majority of respondents
believe that ethical considerations are paramount in decision making and that decisions should not only focus on financial gains
but also consider the impact on stakeholders and adhere to ethical principles.

Relativism(dependingoncircumstances)

Utilitarianism(maximizingoverallgood)

Deontology(adheringtoduty-basedethics)

Figure 10: Graph showingEthical concept which is most applicable when resolving conflicts of interest in managerial
accounting

The graph illustrates that the most applicable ethical concept when resolving conflicts of interest in managerial
accounting is Deontology (adhering to duty-based ethics), with 22 respondents selecting this option. This is closely
followed by Utilitarianism (maximizing overall good) with 20 respondents, while Relativism (depending on
circumstances) is the least preferred option with only 8 respondents. This data suggests that a majority of respondents
believe in following a strict set of ethical principles and duties, even if it might not always lead to the best outcome for
everyone. This preference for deontological ethics indicates a strong emphasis on adherence to rules and obligations in
managerial accounting.

® Encouraging
open discussion
of ethical issues

= Punishing
unethical behavior
harshly

Delegating all
accountability to a
compliance officer

Figure 11: Graph showingthe best way to promote accountability in decision-making within an organization
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This graph illustrates that the best way to promote accountability in decision-making within an organization is by
Encouraging open discussion of ethical issues, with 56% of respondents selecting this option. This significantly outweighs
the other options: Punishing unethical behavior harshly (28%) and Delegating all accountability to compliance officer
(16%0). This data suggests that a majority of respondents believe that fostering a culture of open dialogue about ethical
concerns is crucial for promoting accountability. By encouraging open discussions, organizations can identify potential ethical
issues early on, prevent unethical behavior, and ensure that decisions are made responsibly.

= Report the issue to an ethics committee or regulatory body

= Discuss the implications with colleagues

Figure 12: Graph showingManagerial accountants respond to pressure from superiors to manipulate financial data

The graph shows how managerial accountants respond to pressure from superiors to manipulate financial data. A
significant majority of 76% would choose to discuss the implications with colleagues, while only 24% would report the
issue to an ethics committee or regulatory body. This suggests that managerial accountants are more likely to seek internal
resolution within the organization rather than escalate the matter externally.

VI.  FINDINGS

Thus, from this analysis it is evident that while ethical nature is instrumental in managerial accounting, ethical nature
can also be desultory. For one, the data indicates that a significant number of survey respondents care about reaching short-
term goals more than they do about the ethical consequences of their behavior. Next, the data illuminate the importance of open
discussion and deliberation of ethical issues. A large minority would prefer to delegate such accountability to a compliance
officer, or to double down on harsh punishment, though most respondents agree that those kinds of conversations should be
encouraged. That means promoting ethical behavior will most likely need to involve not only preventive, but also punitive
approaches. Overall, the analysis shows that while the majority of managerial accountants would approach either their manager
or colleagues about an ethical concern, a substantial minority would report it to the authorities. The study suggests the need for
strong internal mechanisms to address ethical concerns as well as ensure whistleblower protections are in place.

VIl. CONCLUSIONS

Dissecting the info made it possible to deepen the comprehension of certain ethical issues that arise with its practice in
the area of management accounting. Moreover, the strong orientation and constant mentioning of duty and the choix
deontologique seem to suggest a preparedness to act on strong ethical principles even when there are conflicting interests. That
indicates fairly widespread phenomenon where most definitely, a more significant focus is needed on the type of education
provided on ethical issues and what the expectations are for employee’s behaviour.
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Even those who are self perceived as possessing a high level of morality and ethics do stray from their course to some
extent and end up making unethical decisions. There are also other themes that it is apparent that moral and ethical
consideration is emphasized in the business. It follows that In this regard, ethics might be quoted as the kind of discipline that
deals with doing the right or good.

Not quite implement or lessen the chances of occurrence of initial probable issues thereby aiding in making a better
one. Culture in TTP related especially in N1 also gives where other aspects of it encourage reporting of near misses so that
further preventing behavioral change is adopted.

A guarantee for individuals who bring forward some sort of variation in their perception. In total, | consider it as
Ethics was foremost paramount for the principles and practice of Managerial Accounting, but changes in the literature are
always required in the field of Ethics. Respect for ethics should become intrinsic to the functioning of organizations due to the
necessity of fostering ethical values, promoting honest communication, and constructing adequate internal systems to resolve
ethical issues. They are part of the solution in promoting morally acceptable practices and the reliability of finance statements.
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