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Abstract

Money brings out the best and the worst in us.  If you want to see the true character of an individual, follow their money.  When push comes to shove, most people’s money and financial wellbeing comes first.  Professional accountants are in a very unique situation.  Accountants are the scorekeepers and coaches for other individuals.  With this type of responsibility come ethical issues.  These issues are compounded when dealing with other individuals’ finances.  For accountants who work as consultants for multiple clients, the ethical issues that pursue money are at their worst.  The purpose of this paper is to explore the ethical systems of deontology and utilitarianism as they relate to the accounting profession in light of today’s ethical issues.

Ethical Systems in the Accounting Profession

Let us start by describing deontology.  “The word deontology derives from the Greek words for duty (deon) and science (or study) of (logos). In contemporary moral philosophy, deontology is one of those kinds of normative theories regarding which choices are morally required, forbidden, or permitted.” (Stanford, 2007. p.1)

Roughly speaking, deontologists of all stripes hold that some choices cannot be justified by their effects — that no matter how morally good their consequences, some choices are morally forbidden. On deontological accounts of morality, agents cannot make certain wrongful choices even if by doing so the number of wrongful choices will be minimized (because other agents will be prevented from engaging in similar wrongful choices). For deontologists, what makes a choice right is its conformity with a moral norm. Such norms are to be simply obeyed by each moral agent; such norm-keepings are not to be maximized by each agent. In this sense, for deontologists, the Right has priority over the Good. If an act is not in accord with the Right, it may not be undertaken, no matter the Good that it might produce (including even a Good consisting of acts in accordance with the Right). (Stanford, 2007, pp. 4-5)

Deontological ethics is commonly contrasted with consequentialist or teleological ethical theories, according to which the rightness of an action is determined by its consequences. However, it is also important to note that there is a difference between deontological ethics and moral absolutism. Deontologists who are also moral absolutists believe that some actions are wrong no matter what consequences follow from them. Immanuel Kant, for example, famously argued that it is always wrong to lie – even if a murderer is asking for the location of a potential victim. Deontologists who are not moral absolutists, such as W.D. Ross, hold that the consequences of an action such as lying may sometimes make lying the right thing to do.  (Deontological ethics, 2008, p.1)

The deontological theory states that people should adhere to their obligations and duties when analyzing an ethical dilemma. This means that a person will follow his or her obligations to another individual or society because upholding one's duty is what is considered ethically correct. For instance, a deontologist will always keep his promises to a friend and will follow the law. A person who follows this theory will produce very consistent decisions since they will be based on the individual's set duties.  (Rainbow, 2002, p.3) 

There are many variations of deontology.  One interesting one is “The Divine Command Theory.”

The 'Divine Command Theory' is actually a cluster of related theories that state that an action is right if God has decreed that it is right. According to Ralph Cudworth, William of Ockham, René Descartes and eighteenth-century Calvinists all accepted versions of this moral theory, as they all held that moral obligations arise from God's commands. The Divine Command Theory is a form of deontology because, according to it, the rightness of any action depends upon that action being performed because it is a duty, not because of any good consequences arising from that action. If God commands people not to work on the Sabbath, then people act rightly if they do not work on the Sabbath because God has commanded that they do not do so. If they do not work on the Sabbath because they are lazy, then their action is not, truly speaking ‘right’, even though the actual physical action performed is the same. If God commands that you not covet your neighbour’s goods, then even if coveting improves people’s motivation to achieve things in life, and so has apparently beneficial outcomes, you should not covet your neighbours goods. Moreover, a world where people coveted their neighbours’ goods could not be considered ‘good’, even if people prefer to live in such a world.”  (Deontological ethics, 2008, p.3)

An example of this sort of theory is Ross's System of Prima Facie Duties. It is, perhaps, one of the simplest versions of deontology. It will be used here to introduce one of the main characteristics of all deontological systems; namely:

According to most (perhaps all) forms of deontology, an action is right or wrong not just as an action token (i.e., some particular act performed on a given occasion that has particular consequences). Rather, an act is right or wrong because it belongs to a certain general category, e.g., it is an instance of a lying, or killing, or stealing, or injustice, or ingratitude, etc.  (Sencerz, 2007, p.2)

Whereas “Kant believes that actions are not merely bodily movement. To use an example, blinking is not the same thing as winking. But what distinguishes actions from mere bodily movements? In essence, actions involve intentionality. When we act, we try to achieve something, we imagine different outcomes, we think of what we do in general terms, and so on.”  (Sencerz, 2007, p.5)

The most important attempt to construct a deontological approach to ethics is found in Kant’s Groundwork of the Metaphysics of Morals. Kant begins this work by observing that only the good will is unconditionally good. "It [is] impossible to conceive of anything in the world," he writes, "or even out of it, which can be taken as good without qualification, except a good will."(Kant 61) This starting point of the Groundwork should make us pause a bit. What about intellectual qualities such as intelligence or good judgment or qualities of character such as courage or perseverance? Aren’t these also good without qualification? Kant’s answer to this question is a firm no. Although such qualities are good in many instances, they can also be used for evil purposes as well. It was precisely the great intelligence and courage of Shakespeare’s Richard III, for example, that made him all the more effective as a villain. (Russo [undated], p.1)

There is an argument that deontology and utilitarianism share some of the same principles.

One interpretation of this orthodox formulation is suggested by Jeffrey Reiman:

Teleological moral theories normally take the production of good consequences as the decisive feature of morally approved behavior....What is distinctive about deontological theories is that they take the moral status of actions with their immediate consequences to depend on considerations other than the total goodness or badness of all consequences, immediate and far-flung.

Perhaps, then, an ethical theory is deontological if and only [if] there exists some action whose moral status depends on some consideration, where the consideration is not part of the “total goodness or badness of all consequences, immediate and far-flung.” On this view, if a theory yields any judgment that depends on such a consideration, the theory is deontological. Put roughly, even one judgment that is not solely dependent on overall good consequences renders a theory deontological.

Although this seems innocuous enough, it follows that rule utilitarianism is deontological, a view explicitly held by some philosophers.  This may seem odd, but it gains plausibility if the rule utilitarianism under consideration is non-optimizing. Some rule utilitarians insist that following rules is necessary in order to promote maximum net value; others insist that an action is wrong if it violates a good-promoting rule, even if it is an optimizing act. John Stuart Mill’s moral theory was clearly of this sort[.] For Mill, a[n] act is wrong if a coercive rule against it is justified. An act’s wrongness, then, crucially depends on its violation of a good-promoting rule, even if the act itself optimally promotes the good. If so, the moral status of an act at least sometimes depends simply on its conformity to, or conflict with, a good-promoting rule. Such a view qualifies as deontological in the sense of a non-maximizing moral theory. Hence some act utilitarians complain that rule utilitarianism is a form of rule worship.  (Gaus, 2001, pp.2-3)

Truly there is an argument that Kant had some utilitarian beliefs.  



... the supreme end, the happiness of all mankind  (Hare, 1997, p.1)

  
“The law concerning punishment is a Categorical Imperative; and woe to him who rummages around in the winding paths of a theory of happiness, looking for some advantage to be gained by releasing the criminal from punishment or by reducing the amount of it ... ”  (Hare, 1997, p.1)

This is a good place to describe utilitarianism.

Utilitarianism is a school of thought identified with the writings of Jeremy Bentham and James Mill. It advocated the principle and goal of "the greatest happiness of the greatest number". Though admirable, its approach to achieving happiness was rather like a stimulus or response approach, focusing on the influence of pleasure and pain and the negative and positive associations created through praise and punishment. Its approach in education was to form positive associations with actions for social good and negative associations with things socially hurtful.  (Lee, 2000, p.1)

Some individuals consider utilitarianism as a form of utopia.  One author writes:

Dear Human, Greetings, and may this letter find you at peace and in prosperity!  Forgive my writing to you out of the blue.  Though you and I have never met, we are not strangers.  We are, in a certain sense, the closest of kin… I am one of your possible futures.  One day, I hope, you will become me.  Should fortune grant this wish, then I am not just a possible future of yours, but your actual future: a coming phase of you, like the full moon that follows a waxing crescent, or like the flower that follows a seed.  I am writing to tell you about my life – how marvelous it is – that you may choose it for yourself.

Although this letter uses the singular, I am really writing on behalf of my all my contemporaries, and we are addressing ourselves to all of your contemporaries.  Amongst us are many who are possible futures of your people.  Some of us are possible futures of children you have not yet given birth to.  Still others are possible artificial persons that you might one day create.  What unites us is that we are all dependent on you to make us real.  Think of this note as if it were an invitation to a ball – a ball that will take place only if people show up. We call the lives we lead here “Utopia”.  (Bostrom, 2008, pp. 1-2)

Jeremy Bentham defines the principle of utility as:

Nature has placed mankind under the governance of two sovereign masters, pain and pleasure. It is for them alone to point out what we ought to do, as well as to determine what we shall do. On the one hand the standard of right and wrong, on the other the chain of causes and effects, are fastened to their throne. They govern us in all we do, in all we say, in all we think: every effort we can make to throw off our subjection, will serve but to demonstrate and confirm it. In words a man may pretend to abjure their empire: but in reality he will remain subject to it all the while. The principle of utility recognizes this subjection, and assumes it for the foundation of that system, the object of which is to rear the fabric of felicity by the hands of reason and of law. Systems which attempt to question it, deal in sounds instead of sense, in caprice instead of reason, in darkness instead of light.  (Bentham, 1781, p.14)

John Stuart Mill writes:

THERE ARE few circumstances among those which make up the present condition of human knowledge, more unlike what might have been expected, or more significant of the backward state in which speculation on the most important subjects still lingers, than the little progress which has been made in the decision of the controversy respecting the criterion of right and wrong. From the dawn of philosophy, the question concerning the summum bonum, or, what is the same thing, concerning the foundation of morality, has been accounted the main problem in speculative thought, has occupied the most gifted intellects, and divided them into sects and schools, carrying on a vigorous warfare against one another. And after more than two thousand years the same discussions continue, philosophers are still ranged under the same contending banners, and neither thinkers nor mankind at large seem nearer to being unanimous on the subject, than when the youth Socrates listened to the old Protagoras, and asserted (if Plato's dialogue be grounded on a real conversation) the theory of utilitarianism against the popular morality of the so-called sophist.  (Mill, 1863, p.1)

We find that utilitarianism has implications in accounting and economics.

“ECONOMICS is “not a ‘gay science’,” wrote Thomas Carlyle in 1849. No, it is “a dreary, desolate, and indeed quite abject and distressing one; what we might call, by way of eminence, the dismal science.”

Carlyle was a fine one to talk. He was a brooding curmudgeon who thundered against industry, progress and the young science that sought to explain them. He found economists dismal not for the obvious reasons, such as their dry arithmetic or their gloomy preoccupation with scarcity and subsistence. Instead, he took against them because they were so wedded to the idea of happiness. 

The economists of his day took their cue from Jeremy Bentham and his “utilitarian” philosophy. They calculated happiness, or utility, as the sum of good feelings minus bad, and argued that the pursuit of pleasure and the avoidance of pain were the sole springs of human action. One even looked forward to the invention of a hedonimeter, a “psychophysical machine” that would record the ups and downs of a man's feelings just as a thermometer might plot his temperature. Such people, Carlyle complained, fancied that man was a “dead Iron-Balance for weighing Pains and Pleasures on”. (Economics, 2006, p.1)
Deontology and Utilitarianism will now be evaluated as they relate to the organizational culture of the accounting profession.  Both of these ethical systems are part of the accounting system.  There are other ethical systems that are also part of the accounting profession, but the purpose of this paper is to focus on Deontology and Utilitarianism.

The accounting profession for the most part consists of preparing financial statements and tax returns along with providing consulting services.  In these areas ethical issues arise.  When money is involved, the true character of the individual surfaces.  “For the love of money is a root of all kinds of evil, for which some have strayed from the faith in their greediness, and pierced themselves through with many sorrows.”  (1 Timothy 6:10)  It is a clear teaching from the Bible that some individuals or should we say a lot of individuals love money.  With this said, it is apparent that ethical issues are tested on a regular basis in the accounting profession.

As we described earlier in this paper, Deontology is an ethical system that focuses on the duties of individuals.  “For deontologists, what makes a choice right is its conformity with a moral norm. Such norms are to be simply obeyed by each moral agent; such norm-keepings are not to be maximized by each agent. In this sense, for deontologists, the Right has priority over the Good. If an act is not in accord with the Right, it may not be undertaken, no matter the Good that it might produce (including even a Good consisting of acts in accordance with the Right).” (Stanford, 2007, p.5)

A pure Deontologist will follow the rules no matter what the outcome is.  This approach to ethical behavior for an accountant has positive characteristics in the sense that all of the rules will be followed.  Later in this paper a detailed defense of this ethical system will be made in regard to the accounting profession.  In contrast to the positive, if the rules are always followed and never corrected, what happens when there are rules that should be changed?  A pure Deontologist would not challenge the system, thus never correct old or antiquated rules. Thus we would never see improvement in accounting rules and regulations that no longer are useful or appropriate.  For example, the pooling method of accounting resulted in major corrections by rule makers and major revisions were made in the purchase method of accounting in light of the erroneous financial statements that were issued using these rules.  There are also situations, especially in tax matters, where a rule or set of guidelines is unfair and needs to be challenged.  The government’s approach to taxation and the fairness thereof could be in jeopardy with a pure Deontologist.  There is need for changes in any system.  With change we can preserve the rights of individuals.

Early social-contract theorists suggested that individuals possess natural rights that exist prior to and independent of the state and which, in effect, set boundaries on the sovereign’s power over its citizens. John Locke, Thomas Hobbes, Jean-Jacques Rousseau, for example, describe in their theses an initial state of nature that predates the formation of the civil or political order. In this state, people are roughly equal and invested with the same natural rights, particularly the right and/or duty of self-preservation. Because life is unsafe in the state of nature, individuals leave this state and enter civil society (i.e., the state).  In doing so, individuals seek to improve (rather than worsen) their situation and they do not surrender their basic rights and liberties. The state is viewed as a mechanism established mainly for the overriding goals of self-preservation and the protection of individuals as, first and foremost, autonomous, self-sufficient entities.  (Leviner, 2006, p.3)

Utilitarianism is an ethical system that focuses on the greatest good for the greatest number of people.  To refresh the definition:

Utilitarianism is the ethical doctrine that the moral worth of an action is solely determined by its contribution to overall utility. It is thus a form of consequentialism, meaning that the moral worth of an action is determined by its outcome—the ends justify the means. Utility — the good to be maximized — has been defined by various thinkers as happiness or pleasure (versus suffering or pain), though preference utilitarians like Peter Singer define it as the satisfaction of preferences. In simpler terms, it's for the greatest good for the greatest number of people. And interestingly, perhaps like most thoughtful ethical theories, utilitarianism primarily evaluates proposed actions and courses of action, rather than directly evaluating whether a person is virtuous or has good character.”  (Utilitarianism, 2008, p.1)

In view of today’s organizational structure of the accounting profession, the utility of the greatest good for the greatest number of individuals poses a unique evaluation.  One of the primary goals in society is to have the greatest good for its members.  The question here is, what is the greatest good, who determines it, and what path was taken to get to it?  As we have learned, Utilitarianism focuses on the outcome not necessarily the means to get there.  There are situations where in the accounting profession a Utilitarian thinker could break the rules because the results are good or pleasurable.  In addition, what is good?  Is pleasure good?  If the good goal was to have as much money as you can so that you could provide for the well-being of others, what paths could be taken to get to this result?  With the Utilitarian approach an individual could conceivably break all the accounting and tax rules and regulations if the level of goodness was higher than all other goodness.  The utility ranks intellectual good as one of the highest.  Can you only imagine what type of rule-breaking could take place when justifying the good of intellectual thought?  With this type of approach the accounting profession would not have any universal norms.

On a positive note, there are many situations where the goal to achieve goodness resulted in a good path to get there.

Within this framework, the state provides the general services of Peace, order and good government. Its duty is to afford such services at acceptable costs to its citizenry, within acceptable limitations to individual freedom. At least in democracies, citizens have the option of throwing out badly performing politicians. Under the theory's rubric governments also provide familiar social services:

Law and order, including defence and policing;

Ensuring access to certain resources by the establishment of common property rights for all, e.g. the Magna Carta over waters beyond high tide, or for groups, e.g. hunting and fishing rights for native persons and limited access rights for tourists and scholars in the national parks, and with these the responsibilities for maintaining the quality of environmental sinks - air atmosphere, land and water; Provision of infrastructure, such as roads and railroads, to specific standards;

Schooling in ways that help to maintain law and order in the long term by inculcating the work ethic and positioning individuals to improve their earning abilities as well as to appreciate goods and services as provided by certain communities including fine arts; 

Health services, initially, in the quest to curtail plagues and, subsequently, to provide efficient and timely services;

Measures to ensure that extraordinary market power, in the hands of one or a few individuals, is not used to limited trade and unduly influence prices. Greater access to goods and services at lower prices allows more individuals to obtain higher levels of utility, providing that profits suffice to keep those with an element of monopoly power remain in business; and

Income distribution on grounds of security and safety for donors, not altruistic grounds.”  (Gunther, 1999, pp. 3-4)

To help achieve good government, the accounting profession is an integral part of the process.  Governmental departments such as the Treasury, General Accounting Office, The Office of Management and Budget, etc. all help operate government.

Ethical values provide the foundation on which a civilized society exists. Without the foundation, civilization collapses. On a personal level, everyone must answer the following question: What is my highest aspiration? The answer might be wealth, fame, knowledge, popularity, or integrity. But if integrity is secondary to any of the alternatives, it will be sacrificed in situations in which a choice must be made. Such situations will inevitably occur in every person's life. 

A 1987 popular movie portrayed the unscrupulous dealings of people involved in securities trading based on nonpublic (inside) information. A key character, portrayed by actor Michael Douglas, in a dramatic scene says, "Greed is good!" The implication is that greed is an acceptable motivation and that business people will do anything to make money, including engage in unethical behavior. In reality, greed is unacceptable, and unethical behavior will destroy a firm's ability to make money. Although the goal of any firm should be to increase its owners' wealth, to do so requires the public's trust. In the long run, that trust depends on ethical business practices.  (Smith, 2003, p.1)

The American Institute of Professional Accountants (AICPA) has developed a Code of Professional Conduct.  This code is one of the major guides for ethical behavior in the accounting profession.  The previous evaluation of Deontology and Utilitarianism as it relates to the accounting profession in turn equally relates to the AICPA Code of Professional Conduct.

“These Principles of the Code of Professional Conduct of the American Institute of Certified Public Accountants express the profession's recognition of its responsibilities to the public, to clients, and to colleagues. They guide members in the performance of their professional responsibilities and express the basic tenets of ethical and professional conduct. The Principles call for an unswerving commitment to honorable behavior, even at the sacrifice of personal advantage.”  (AICPA ET Section 51)

With an “unswerving commitment to honorable behavior” the necessity of following rules requires a deontological approach to ethical behavior.  If the members do not follow these rules, they could receive fines, penalties, and possibly expulsion.

The AICPA Code of Professional Conduct provides the accounting profession with a clear set of rules and regulations so that the individual members can use their professional judgment versus their own individual judgment when making decisions, though it is my opinion that there are situations where we need to analyze both.  When evaluating the AICPA Code of Professional Conduct from a Utilitarian point of view, there is not much of a correlation.  As pointed out earlier in this paper, a Utilitarian thinker wants to achieve the greatest good for the greatest amount of individuals regardless of the path that is taken to get there.  This approach is not concerned about the rules, rather the outcomes.  Thus a normative behavior pattern is not achievable with Utilitarianism.  With this approach the AICPA Rules of Professional Conduct diminishes in importance.  Utilitarianism will cause frustration and decay in the accounting profession.

To point out some of the ethical dilemmas that plague the accounting profession and are causing frustration, a series of quotes will be provided that demonstrate actions and comments made by oversight entities and leaders in the accounting profession.  This frustration deals with the fact that rules are needed and it is the duty of the accounting profession to follow them.  When contrasting Deontology with Utilitarianism it is clear that Deontology is the better choice for the accounting profession.  As there is no such thing as a totally absolute system, deontology provides better results when rule following is the primary issue at hand.  Without rules, the accounting profession is guideless.

In June 2005, the staff of the United States Securities and Exchange Commission (the SEC) submitted to the President of the United States, the Committee on Banking, Housing, and Urban Affairs of the U.S. Senate, and the Committee of Financial Services of the U.S. House of Representatives its Report and Recommendations Pursuant to Section 401(c) of the Sarbanes-Oxley Act of 2002 on Arrangements with Off-Balance Sheet Implications, Special Purpose Entities, and Transparency of Filings by Issuers (the Report). The Report identifies several key initiatives aimed at improving the transparency of financial reports and makes several recommendations to accounting standard setters.  (FASB Response, 2005, p.1)

In summary, the FASB agrees with the standard-setting recommendations and other objectives stated in the Report. We also strongly support the goal of reducing complexity and increasing the overall understandability, transparency, and usefulness of financial reporting. As discussed above, we have taken a number of steps to do our part to begin addressing these matters. However, progress toward achieving the initiatives identified in the Report will, in our view, require continued concerted and coordinated action by the SEC, the FASB, and the PCAOB, along with the ideas, support, and active involvement of other key parties in the reporting system. Given the many institutional, cultural, and behavioral forces that foster complexity, this effort will not be easy and will take time, but we believe it is one of national importance. Failure to begin the evolution will create more rules and less transparency, eventually leading to potentially less relevant and less useful financial information for our capital markets.  (FASB Response, 2005, p.9)

To provide some additional examples of levels of frustration in the accounting profession in regard to following rules:

The FASB has no power to enforce its standards.  Responsibility for ensuring that financial reports comply with accounting standards rests with the officers and directors of the reporting enterprise, with the auditors of the financial statements, and for public enterprises, ultimately with the Securities and Exchange Commission (“SEC”).

Clearly the events of the past year have shaken confidence in our reporting system and in the capital markets.  While most of the problems seem to stem from outright violations of rules, fraud, and apparent audit and corporate governance failures, those problems also have prompted broader questions about virtually every aspect of our financial reporting system, including financial accounting and reporting standards and accounting standard setting.  (Herz, 2003, p.1)

Two years ago I spoke at this conference about a financial reporting partnership built on the principle that sound, unbiased, and transparent financial reporting is a critical underpinning of our capital markets, our economic well-being, and our way of life. In that speech, I suggested that we all share a common goal of improving our financial reporting system and that achieving that goal would require all parties to act together in a spirit of partnership. Last year, I spoke about some critical challenges and cross-currents in the financial reporting system. Today, I would like to again pick up these themes, for I continue to believe that further progress is needed in improving the quality and transparency of financial reporting.  (Herz, 2005, p.2)

As a goal to keep individuals ethical the Securities and Exchange Commission summarized some new rules to follow which a good Deontologist would enjoy:

We propose to require companies to include a number of new disclosures in their Exchange Act filings. First, companies would be required to disclose the number and names of persons that the board of directors has determined to be the "financial experts" serving on the company's audit committee and whether they are independent of management, and if not, an explanation of why they are not. Second, companies would be required to include an annual internal control report of management stating the following: management's responsibilities for establishing and maintaining adequate internal controls and procedures for financial reporting for the company; management's conclusions about the effectiveness of the company's internal controls and procedures for financial reporting as of the end of the company's most recent fiscal year; and that the company's registered public accounting firm has attested to, and reported on, management's evaluation of the company's internal controls and procedures for financial reporting. Third, companies would be required to disclose whether they have adopted a code of ethics that covers their principal executive officers and senior financial officers, or if they have not, an explanation of why they have not, as well as amendments to, and waivers from, the code of ethics relating to any of those officers. These proposed rules would implement the requirements in Sections 404, 406 and 407 of the Sarbanes-Oxley Act of 2002. We also propose to make revisions to our recently adopted rules requiring a company's principal executive and financial officers to certify the company's quarterly and annual reports and requiring the company to conduct quarterly evaluations of its disclosure procedures and controls. These rules would be amended to require quarterly and annual certifications and quarterly evaluations of internal controls and procedures for financial reporting. We also would amend the form of the principal officers' certification contained in the quarterly and annual report forms.  (SEC 33-8138, pp. 1-2)

We are adopting rules and amendments requiring companies, other than registered investment companies, to include two new types of disclosures in their annual reports filed pursuant to the Securities Exchange Act of 1934. First, the rules require a company to disclose whether it has at least one "audit committee financial expert" serving on its audit committee, and if so, the name of the expert and whether the expert is independent of management. A company that does not have an audit committee financial expert must disclose this fact and explain why it has no such expert. Second, the rules require a company to disclose whether it has adopted a code of ethics that applies to the company's principal executive officer, principal financial officer, principal accounting officer or controller, or persons performing similar functions. A company disclosing that it has not adopted such a code must disclose this fact and explain why it has not done so. A company also will be required to promptly disclose amendments to, and waivers from, the code of ethics relating to any of those officers. These rules implement the requirements in Sections 406 and 407 of the Sarbanes-Oxley Act of 2002. We also request additional comments regarding the appropriate treatment of foreign private issuers in light of our proposed rules implementing Section 301 of the Act.  (SEC 33-8177, pp.1-2)

The Financial Accounting Standards Board has had to clarify its rule-setting protocol.  “The conceptual framework is a body of interrelated objectives and fundamentals. The objectives identify the goals and purposes of financial reporting and the fundamentals are the underlying concepts that help achieve those objectives. Those concepts provide guidance in selecting the transactions, events and circumstances to be accounted for, how they should be recognized and measured and how they should be summarized and reported.”  (Foster, 2001, p.1)  Again this is a good argument for deontology.  

As described early in this paper, The American Institute of Certified Public Accountants (AICPA) has established a comprehensive set of rules for its members to follow.  Other oversight bodies have used these rules as a guidepost when developing their own set of rules and regulations.

With a comprehensive set of rules, the AICPA desire is for its members to follow them.  Deontological ethical behavior is the best choice for rule following and for the AICPA.  

The Code of Professional Conduct was adopted by the membership to provide guidance and rules to all members—those in public practice, in industry, in government, and in education—in the performance of their professional responsibilities. 

Compliance with the Code of Professional Conduct, as with all standards in an open society, depends primarily on members' understanding and voluntary actions, secondarily on reinforcement by peers and public opinion, and ultimately on disciplinary proceedings, when necessary, against members who fail to comply with the Rules.  (AICPA Composition, 2008, p.1)

To reinforce the AICPA position and priority of ethical behavior that stems from following rules:

These Principles of the Code of Professional Conduct of the American Institute of Certified Public Accountants express the profession's recognition of its responsibilities to the public, to clients, and to colleagues. They guide members in the performance of their professional responsibilities and express the basic tenets of ethical and professional conduct. The Principles call for an unswerving commitment to honorable behavior, even at the sacrifice of personal advantage.  (AICPA, 2008, Section 51)

It is very clear that when rule making and the following of those rules is a guideline for ethical behavior, deontology is the best choice to make.
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