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Abstract

This research investigates the complex interplay between codified professional ethics and
the maintenance of accounting integrity, proposing a novel, multi-layered framework that
moves beyond traditional compliance-based models. While existing literature often treats
ethics as a static set of rules to prevent malfeasance, this study posits that integrity is a
dynamic, system-level property emerging from the interaction of individual moral reason-
ing, organizational culture, and institutional design. The paper introduces the concept of
’Ethical Friction’—the productive tension between formal ethical codes and informal profes-
sional norms—as a critical mechanism for reinforcing integrity. Through a qualitative, cross-
disciplinary methodology blending computational text analysis of disciplinary case archives
(1995–2004) with insights from moral philosophy and institutional theory, we map the latent
structure of ethical reasoning in accounting practice. Our findings reveal that integrity breaches
rarely stem from simple rule ignorance; instead, they correlate strongly with systemic failures
in what we term the ’Ethical Support Infrastructure’—the interconnected processes for de-
liberation, mentorship, and consequence navigation. The results demonstrate that the most
robust integrity is found in environments where prescriptive codes are actively interpreted
and contested, not merely followed. This challenges the prevailing audit-centric paradigm of
ethics management and suggests a shift towards fostering deliberative communities of practice.
The study’s primary contribution is a reframing of accounting ethics from a defensive, risk-
mitigation tool to a proactive, value-creating component of professional identity and organiza-
tional resilience, offering a new theoretical lens and practical diagnostic toolkit for assessing
and strengthening the ethical foundations of financial reporting.
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1 Introduction

The integrity of financial accounting is a cornerstone of market confidence and economic stability.

In the wake of significant corporate scandals in the late 20th and early 21st centuries, the profession

has responded with an intensified focus on codified rules of ethical conduct, continuing education

requirements, and stricter regulatory oversight. However, this predominant compliance-oriented
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approach, while necessary, presents a fundamental paradox: it risks reducing professional ethics to

a checklist of prohibitions, potentially stifling the very moral reasoning and contextual judgment

that underpin true integrity. This paper argues that the prevailing model for understanding and

enforcing accounting ethics is incomplete. It treats the accountant as a passive rule-follower rather

than an active moral agent operating within a complex web of institutional pressures, conflicting

loyalties, and ambiguous situations where codes offer limited guidance.

Our research is driven by two central, interrelated questions that have not been sufficiently ad-

dressed in the literature. First, what are the systemic and cognitive mechanisms by which formal

ethical codes actually translate into consistent integrity in daily practice, especially in gray areas

not explicitly covered by rules? Second, can we identify characteristics of professional environ-

ments that reliably foster integrity beyond mere compliance, and how might these be cultivated?

To answer these questions, we move beyond the standard analytical frameworks of agency theory

and rational choice that dominate the field. Instead, we draw upon concepts from moral philoso-

phy, particularly virtue ethics and discourse ethics, and from institutional theory, focusing on the

co-evolution of formal and informal norms. This cross-disciplinary lens allows us to reconceptu-

alize integrity not as the absence of violation but as the presence of a robust, adaptive capacity for

ethical decision-making within the professional community.

We introduce the concept of ’Ethical Friction’ as a core analytical tool. Ethical Friction de-

scribes the necessary and productive dissonance that arises when general principles meet specific,

messy realities. We contend that environments that suppress this friction—through overly rigid

rule enforcement or a culture of uncritical compliance—paradoxically become more vulnerable to

integrity failures. Conversely, environments that institutionalize spaces for safe deliberation of this

friction build stronger, more resilient integrity. This represents a significant departure from viewing

ethical codes as smooth guides to conduct, instead seeing them as catalysts for essential profes-

sional discourse. The novelty of our approach lies in this systemic, process-oriented view and in

our methodological synthesis, which treats disciplinary records not just as evidence of failure but

as rich texts revealing the underlying architecture of ethical reasoning—and its breakdown—in the
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profession.

2 Methodology

To explore the dynamics between codified ethics and lived integrity, we employed a multi-method,

qualitative research design focused on deep analysis of real-world ethical successes and failures.

The primary data source consisted of the full-text archival records of 127 formal disciplinary cases

adjudicated by major professional accounting bodies in North America and the United Kingdom

between 1995 and 2004. This decade-long window captures a period of significant transition and

stress for the profession, following early 1990s reforms and preceding the landmark Sarbanes-

Oxley Act, providing a rich context for observing ethical pressures. Cases were selected to repre-

sent a spectrum of violations, from technical negligence to deliberate fraud, and involving practi-

tioners in public practice, industry, and government.

Our analytical process was innovative and consisted of three integrated phases. First, we

conducted a computational text analysis using custom software to move beyond simple keyword

counts. We developed an algorithm to identify and map ’argumentative networks’ within the case

documents—chains of reasoning where rules, principles, circumstances, and justifications were

linked. This allowed us to visualize not just what rules were broken, but how the respondents and

tribunals navigated the ethical landscape. For instance, we could trace how often appeals to ’client

pressure’ or ’commercial necessity’ were invoked against specific principles like ’objectivity’ or

’professional skepticism.’

Second, building on these computational maps, we performed a detailed hermeneutic analysis.

Each case was treated as a narrative of ethical breakdown. We coded for elements such as the

presence or absence of peer consultation prior to the violation, the role of organizational culture

as described in testimony, the individual’s stated perception of the relevant ethical rules (as rigid

constraints, guiding principles, or ambiguous threats), and the structural pressures (e.g., compen-

sation schemes, promotion paths) highlighted in the findings. This phase was deeply informed by
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concepts from moral philosophy, using a framework derived from the work of philosophers like

Alasdair MacIntyre on practices and institutions, and Jürgen Habermas on communicative action,

to interpret the narratives.

Third, we supplemented the case analysis with 15 confidential, semi-structured interviews con-

ducted in 2004 with senior partners, ethics committee members, and ’ethical exemplars’—practitioners

nominated by peers for consistently sound judgment. These interviews focused on ’near-miss’

stories and positive examples of ethical navigation, providing a crucial counterpoint to the failure-

centric disciplinary data. The interview protocol was designed to elicit descriptions of processes,

not just outcomes, probing how ethical dilemmas were recognized, deliberated upon, and resolved

within the social context of the firm or department. All data strands—computational maps, case

narratives, and interview transcripts—were then triangulated using a grounded theory approach to

develop the core constructs of Ethical Friction and the Ethical Support Infrastructure.

3 Results

The analysis yielded findings that challenge several assumptions underpinning mainstream ethics

training and enforcement. A primary result was the stark discrepancy between the ’official’ cause

of integrity failure cited in disciplinary summaries (e.g., ’failure to maintain independence’) and

the underlying, systemic catalysts revealed in the full record. In over 80% of cases, the individual

was demonstrably aware of the relevant formal rule. The failure occurred not in knowledge, but

in the application of that knowledge within a specific, pressurized context. Our argumentative

network analysis showed that in these situations, the formal ethical code was often perceived as a

monolithic barrier or a remote threat, rather than a resource for problem-solving. The individual’s

cognitive framing shifted from ’What is the right thing to do?’ to ’How can I navigate this rule?’,

a subtle but critical erosion of professional integrity at its conceptual root.

We identified a clear typology of environments based on their handling of Ethical Friction.

’Brittle’ environments (associated with 68% of serious violations) were characterized by strong,
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top-down emphasis on rule compliance but minimal open discussion of ethical gray areas. Ethics

was a matter for the compliance department, not daily practice. In these settings, when novel

pressures arose, the lack of practiced deliberative channels led to isolation, rationalization, and

ultimately, violation. ’Robust’ environments, conversely, displayed high levels of Ethical Fric-

tion—frequent, structured, and low-stakes debate about the meaning and application of principles

in complex client situations or internal conflicts. This friction was not seen as a threat to authority

but as a core professional competency. Our interview data from ethical exemplars consistently

highlighted mentorship relationships and formal case-review forums as key components of this

robust environment.

From this typology, we formalized the construct of the Ethical Support Infrastructure (ESI).

The ESI comprises four interdependent pillars: Deliberative Forums (regular, safe spaces for case

discussion), Mentorship Embedding (integrating ethical guidance into supervisor-mentee relation-

ships), Consequence Navigation Support (clear organizational backing for practitioners who face

client loss or internal pushback due to ethical stands), and Ethical Feedback Loops (mechanisms

for learning from both dilemmas and near-misses, feeding back into training and policy). Our

data showed a powerful correlation: the presence of three or more strong ESI pillars in a practi-

tioner’s work environment made severe integrity violations virtually absent from our sample, even

in high-pressure contexts.

Furthermore, the computational analysis revealed a latent structure in ethical reasoning. The

most effective reasoning, associated with positive outcomes in ambiguous cases, did not follow a

simple linear path from rule to action. Instead, it followed a recursive, dialogical pattern, cycling

between the formal rule, analogous precedents, the specific facts of the situation, the core purpose

of the accounting function (e.g., providing fair information), and potential consequences for var-

ious stakeholders. This ’recursive ethical calculus’ was almost exclusively observed in narratives

from robust environments or in the reasoning of disciplinary tribunals, not in the reasoning of vi-

olators from brittle environments, who displayed a more linear and often catastrophically narrow

calculus.
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4 Conclusion

This research makes an original contribution by fundamentally reframing the relationship between

professional ethics and accounting integrity. We move the discourse from a paradigm of constraint

and compliance to one of capacity and construction. Integrity is not merely preserved by following

rules; it is actively built and maintained through the ongoing, collective work of interpreting and

applying principles in the face of Ethical Friction. Our findings demonstrate that the traditional

emphasis on knowledge dissemination and punitive enforcement, while necessary, is insufficient.

It can inadvertently create the very ’brittle’ environments where rule-knowledge exists but ethical

agency withers.

The practical implications are significant. For professional bodies, it suggests a shift in contin-

uing professional education from teaching rules to facilitating case-based deliberation and devel-

oping mentors. For accounting firms and corporate finance departments, it argues for investing in

the Ethical Support Infrastructure as a strategic priority, akin to investing in technical training or

quality control systems. Audits of ethical health should look beyond policy documents to assess

the vitality of deliberative forums and the reality of consequence navigation support. The concept

of Ethical Friction also provides a new metric for health: a complete absence of debate over ethical

issues may be a warning sign, not an indicator of success.

This study has limitations. Its qualitative, interpretive nature means its findings, while rich and

revealing, require further validation through broader surveys and longitudinal studies. The data

period ends in 2004, and the post-Sarbanes-Oxley regulatory landscape may have altered some dy-

namics, though we suspect the core theoretical constructs remain relevant. Future research should

apply this framework to different cultural and regulatory contexts to test its generalizability and

explore the design of specific ESI interventions. In conclusion, maintaining accounting integrity in

an increasingly complex world demands that the profession leverage its ethical codes not as walls

to corral behavior, but as the foundation for building stronger, more dialogical, and more resilient

communities of practice. The integrity of the numbers depends, ultimately, on the vitality of the

conversations behind them.
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