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Abstract

In today’s business world accountants are faced with many ethical dilemmas.  To help accountants sort out what is ethical and what is not, they need to rely on judgment.  The purpose of this paper is to discuss personal judgment versus professional judgment and explain why in most cases it is better to rely on professional judgment when resolving accounting ethical dilemmas.

Personal versus Professional Judgment

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.

Personal judgment is based on an individual’s own ethical system, whereas professional judgment is based on an established set of rules and regulations that have been adopted by a particular profession.  For accountants the American Institute of Certified Public Accountants (AICPA) has developed the Code of Professional Conduct for its members.  This “Code” is widely recognized in the accounting profession.

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.  

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, 2006-2008)

To achieve consistent ethical behavior in any profession including accounting, there has to be a form of absolute truth.  By utilizing rules and regulations established for ethical behavior by the accounting profession, ethical behavior is better when said rules are followed.  This is why professional judgment by utilizing established rules and regulations is superior to personal judgment.  No two individuals have the same personal ethical beliefs.  Thus inconsistent outcomes will take place in the accounting profession when relying solely on personal judgment.  Professional judgment works like an ethical framework.  “Ethical dilemmas rarely present themselves as such. They usually pass us by before we know it or develop so gradually that we can only recognize them in hindsight - a little like noticing the snake after you've been bitten. But what are the signs that a snake might be present? An ethical framework is like a 'snake detector'.”  (Colero, 1997, p.1)

With that said, I believe that if an individual is lacking ethical personal judgment, how can we expect them to exercise professional judgment and work within the framework?  It is safe to say that individuals who follow the rules have solid personal judgment.  There are also situations in business for which an established rule may be inadequate or become inadequate over time.  There are also unique situations where the facts and circumstances require a higher standard than the established norms.  In these unique situations, individuals who have solid personal ethics can help correct these deficiencies, and create an improved professional ethical base.

To demonstrate a very radical opinion in regard to the importance of personal judgment:

None of us can fail to observe the increasing emphasis on ethics in accounting and in business in general, particularly following the high profile business collapses of the last few years. There are training courses, degree programmes, new codes, whistleblowers charters, new regulations and, of course, Sarbanes Oxley. It has become the sexy topic of the moment for trainers, educators and regulatory bodies. 

However, many accountants find it a difficult area to get a real handle on and to identify as pertinent to them in their busy lives. They find themselves involved in compliance with additional corporate governance regulation, risk assessment, reporting of management reviews, setting up confidential whistle blowers lines and declaring their purity in business practice. They complain of having to conform to large doses of red tape all because of a few bad apples bringing business and finance into disrepute. We are probably at a stage of regulation and governance over-kill and much of the time spent on complying with new regulations could probably be better spent on innovation and developing new products. However, our exasperation with regulation should not give us an excuse for failing to come to grips with the real underpinning reason for corporate collapse – the failure of individuals to apply strong personal ethical values.  (Barker,  2008, p.1)

It is rare to find individuals with solid Christian personal ethics.  These are the words of General of the Army Omar Bradley: “We have grasped the mystery of the atom and rejected the Sermon on the Mount. The world has achieved brilliance without wisdom, power without conscience. Ours is a world of nuclear giants and ethical infants.”  (White, 1996, p.1)
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