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ABSTRACT
This study examines the relationships between the components of ethical 
decision-making and the factors that contribute to the ethical decision-making of 
professional accountants. Survey data from 309 professional accountants was analyzed 
using partial least squares structural equation modeling. The study found positive 
relationships among moral recognition, moral judgment, and moral intent. Moral 
judgment mediates the relationship between moral recognition and moral intent in 
ethical decision-making. The study also found that laws and professional codes, moral 
philosophies, intrinsic religious orientation, and social responsibility influenced ethical 
decision-making. However, peer group pressure did not predict moral judgment among 
professional accountants. This study provides implications for considering the mediating 
role of moral judgment in the ethical decision-making process. To improve ethical 
decision-making among professional accountants, understanding the influences and 
relationships of other factors is crucial in an ethical setting.

1.  Introduction

Professional accountants play a significant role in protecting the public interest. Integral to their role is 
the need for a comprehensive set of professional competencies, of which ethical competency is the 
principal dimension. Mintz and Morris (2017) emphasize the importance of ethical competency for pro-
fessional accountants because their actions and decisions have far-reaching consequences that extend to 
society. As reports show, accountants face various ethical issues, such as conflicts of interest, insider 
trading, lapses in objectivity and independence, and tax fraud and evasion (Dunn & Sainty, 2019; Mintz 
& Morris, 2017; Pflugrath et  al., 2007). These ethical challenges often arise when accountants prioritize 
their clients’ or personal interests at the expense of the public interest (Mintz & Morris, 2017).

The consequences of such prioritization fundamentally dishonor the profession and lead to waiving the 
public interest (Flory et  al., 1992). This was evidenced when the corporate scandals of prominent companies 
such as Enron, WorldCom, Qwest, Global Crossing, and Tyco came to the forefront (Johari et  al., 2017; Mintz 
& Morris, 2017; Musbah et  al., 2016; Oboh, 2019). These corporate collapses were largely attributed to 
alleged accounting irregularities and ethical failures (Pflugrath et  al., 2007). Consequently, the significance 
of business ethics, particularly in the accounting profession, received substantial attention.

Buchan (2005) emphasized the importance of accountants’ level of ethical awareness and orientation 
in influencing their ethical sensitivity, which pertains to recognizing dilemmas as ethical issues. Similarly, 
Hirth-Goebel and Weißenberger (2019) and Mintz and Morris (2017) indicated that accountants with 
strong ethical sensitivity are better equipped, more sensitive to ethical dilemmas, and able to manage 
ethical issues. This requires accountants to apply ethical decision-making (EDM) approaches (Dunn & 
Sainty, 2019; Mintz & Morris, 2017).
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Theoretical perspectives on EDM draw from moral philosophy (Mintz & Morris, 2017; Schwartz, 2015). 
Hunt and Vitell (2006) mentioned that individuals consider employing a set of philosophical assumptions 
that serve as a foundation for EDM. In this case, normative ethical theories play a fundamental role in 
establishing a framework for ethical decisions and evaluating an individual’s response to ethical dilem-
mas (Barnett, 2001; Schwartz, 2015; Singhapakdi et  al., 2001). The response to ethical dilemmas draws 
from normative ethical theories of deontology and utilitarianism (Brady, 1985; Brady & Dunn, 1995; Hunt 
& Vitell, 2006).

Deontology emphasizes adherence to moral principles, regardless of consequences, while utilitarian-
ism focuses on the consequences of actions as the primary determinant of moral rightness or wrongness 
(Brady & Dunn, 1995; Hunt & Vitell, 1986). These theories offer foundational principles and perspectives 
on what constitutes morally right conduct that can guide the resolution of ethical dilemmas. Brady 
(1985) and Hunt and Vitell (1986) advocate the application of deontology and utilitarianism ethical the-
ories in the EDM process. Together, these theoretical perspectives provide a comprehensive framework 
to evaluate the dynamics of EDM.

Kohlberg’s (1976) six stages of cognitive moral development theory elucidate how individuals internal-
ize moral standards and apply them to address ethical dilemmas in their moral judgment. However, Rest 
(1984) argued that Kohlberg’s theory does not encompass the entirety of morality. Rest claimed that 
moral development is more multifaceted than mere moral judgment. In response to this, Rest developed 
a four-component model of EDM, and in each component, unique cognitions and affects are involved in 
contributing to moral behavior. The four components are moral recognition (MRC), moral judgment 
(MJD), moral intent (MIT), and moral behavior. Schwartz (2015) claimed that Rest’s (1984) four-component 
model stands as the most dominant and frequently referenced EDM framework in the literature and 
serves as the foundation upon which many other models were built.

Although ethical issues require a well-defined EDM approach, arriving at ethical decisions is not 
straightforward. Several factors can affect EDM (Casali & Perano, 2021; Dunn & Sainty, 2019; Schwartz, 
2015). Numerous researchers have attempted to examine the factors influencing EDM (Hirth-Goebel & 
Weißenberger, 2019; Kportorgbi et  al., 2022, 2023; Musbah et  al., 2016; Oboh, 2019; Oboh & Omolehinwa, 
2022). The bibliographic analysis conducted by Owusu and Korankye (2023) highlighted the considerable 
number of studies dedicated to exploring EDM in the accounting profession. Casali and Perano (2021) 
also identified forty-two potentially influencing factors of EDM by resynthesizing the works of others. This 
underscores the complex nature of EDM and necessitates considering appropriate approaches to address 
ethical dilemmas.

Dunn and Sainty (2019) have developed a five-factor model that influences EDM among accountants: 
codes of conduct, philosophical orientation, religious orientation, culturally derived values, and moral 
maturity. The model indicated how these five factors positively and negatively affect accountants’ EDM. 
This study has adapted the model and incorporated the factors of laws and professional codes (LPC), 
moral philosophies – idealism (IDA) and relativism (RLV), intrinsic religious orientation (IRO), social respon-
sibility (SOR), and peer group pressure (PGP). These factors serve as exogenous constructs, influencing 
the components of EDM based on Rest’s (1984) model. This ensures a comprehensive understanding of 
the factors influencing EDM in the accounting profession by considering the evolving dynamics and 
diverse influences that shape ethical behavior.

In the extant literature, inconsistencies have been noted in the components of EDM and among the 
factors. The inconsistencies across empirical studies are traced to the methodology and model used. 
Schwartz (2015) supports this and suggests that the inconsistency could stem from research methodol-
ogies applied, relying on self-reported data, models used, and the variety and quality of measurement 
tools used.

The inconsistencies highlight significant gaps in the literature. Firstly, in addition to empirical studies 
examining the direct relationships between the components of Rest’s (1984) model, the mediating role 
of MJD in the relationships remains somewhat unexplored (Andersch et  al., 2019; Hirth-Goebel & 
Weißenberger, 2019; Rottig et  al., 2011; Yang & Wu, 2009). Secondly, a common approach in several 
studies involves using a single indicator to measure the components of Rest’s (1984) model (e.g. Musbah 
et  al., 2016; Oboh, 2019; Oboh & Omolehinwa, 2022). However, Moores et  al. (2018) recommend incor-
porating multiple items to measure and explain the variance of these components.



Cogent Business & Management 3

Thirdly, the ease and accessibility of using student samples have led to a significant number of studies 
using this strategy, potentially compromising the generalizability of findings to professional contexts (e.g. 
Pflugrath et  al., 2007; Valentine & Bateman, 2011). Finally, several studies commonly employ hierarchical 
regression to analyze the components of EDM at different stages (e.g. Musbah et  al., 2016; Oboh, 2019; 
Oboh & Omolehinwa, 2022). However, this method may lack simultaneous analysis of the constructs, a 
gap that could be addressed through structural equation modeling (Hair et  al., 2022). Generally, these 
gaps underscore the need for research to deepen our understanding of the EDM process.

This study aims to examine whether MJD mediates the relationship between MRC and MIT based on 
different ethical dilemmas. The study also aims to examine the influence of laws and professional codes, 
idealism, relativism, intrinsic religious orientation, social responsibility, and peer group pressure on pro-
fessional accountants’ EDM components based on different ethical dilemmas. This study has theoretical 
and practical implications as it gives insights into how professional accountants can consider different 
factors to support their EDM.

First, the study contributes to the EDM literature. It broadens the scope of EDM by providing the 
mediating role MJD plays in the relationships between MRC and MIT. This relationship empirically tested 
using accounting vignettes. Second, the influences of six factors were examined based on normative 
ethical theories. Third, empirical research examines the EDM of professional accountants in developing 
countries, particularly Ethiopia, which is underrepresented (Owusu & Korankye, 2023). This highlights the 
importance of EDM to comprehend and examine in different contexts.

The subsequent sections of this paper are organized as follows: The next section presents the back-
ground, followed by a theoretical and empirical literature review with hypothesis development. It then 
presents the research design, and empirical results and discussions. Finally, it presents a summary and 
conclusions.

2.  Background

According to Mihret et  al. (2012), a remarkable advancement of Ethiopia’s accounting practices occurred 
in 1960 with the enactment of the Commercial Code, laying the groundwork as a governing law for 
financial reporting and external auditing. Before the Code underwent amendments in 2021, the country 
strengthened its attempts to scrutinize the accounting profession in 2014 by establishing the Accounting 
and Auditing Board of Ethiopia (AABE) (Regulation No.332/2014, 2015). AABE is the first statutory body 
established to undertake regulatory responsibilities in financial reporting. Accordingly, Ethiopia has com-
mitted to fostering accounting practices through these legislative advancements.

AABE aims to safeguard the public interest by regulating Ethiopia’s accounting and auditing profes-
sion. In line with this objective, the board is entrusted with a range of responsibilities, including the 
issuance of a nationally recognized professional accounting qualification, the development and enforce-
ment of accounting and auditing standards, and the development of codes of conduct and ethics in line 
with the International Federation of Accountants (IFAC).

Proclamation No. 847/2014 (2014) outlines AABE’s power and duties. AABE is responsible for register-
ing and certifying individual professionals and firms providing public accounting services in the country. 
The board actively monitors and reviews the work of professionals, firms, and reporting entities to 
ensure compliance with established standards. Additionally, AABE is mandated to provide and facilitate 
continuous professional development programs for accounting professionals. Enforcement of financial 
reporting laws and implementation of disciplinary measures, including revoking certifications against 
non-compliance, are also within the power and duties of AABE.

Before the establishment of AABE, the regional audit bureaus in the respective regions oversaw the 
certification of professional accountants and auditors. Eventually, AABE’s establishment allows profes-
sional accountants and auditors to obtain certification directly from the board and convert their 
regional licenses to national certification. Despite this centralization effort, certain regions continued 
their independent certification and license renewal procedures, leading to a potential conflict of inter-
est between the two bodies. These dual roles constrained the full exercise of the board’s powers and 
duties. This reflects the complexity of regulatory oversight for accounting professionals and opens the 
door to questioning whether they adhere to their professional responsibilities in fostering public 
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interest. This study thus attempts to examine the EDM processes of professional accountants in the 
context of Ethiopia.

3.  Theoretical literature review

When applied to accounting, ethical behavior represents the compulsory character of each profes-
sional accountant. This behavior raises the normative question of whether accountants’ behavior is 
good or bad (Mintz & Morris, 2017), which means that accountants’ behavior is ethically justified. 
Several authors have tried to explore ethical behaviors based on normative ethical theories (Baker, 
1999; Brady & Dunn, 1995; Hunt & Vitell, 2006; Schwartz, 2015; Trevino et  al., 1998; Zaikauskaite et  al., 
2020). Even though there are different normative ethical theories, several authors claim that ethical 
behavior is evaluated based on deontological and utilitarian ethical theories (Brady, 1985; Hunt & 
Vitell, 1986).

According to Brady (1985), deontological ethical theory emphasizes moral rules and duties. This theory 
considers an action ethically desirable if it follows a moral law, principle, or rule. Brady and Dunn (1995) 
express deontological principles like justice, rights, and duties, which fit into a moralistic climate in which 
things are right and wrong, permissible or punishable. According to Mintz and Morris (2017), Immanuel 
Kant is the leading proponent of the deontological position. Brady (1985) also highlighted Kant’s posi-
tion, asserting that ethical behavior should be unconditional. In other words, it ought to remain unaf-
fected by individual preferences or desires.

Utilitarianism ethical theory relates moral evaluations to the consequences of actions (Baker, 1999). It 
is often called teleological, consequentialist, or purposive (Brady, 1985). This theory determines an action, 
whether right or wrong, based on its consequences (Hunt & Vitell, 1986). Typically, it aims to maximize 
benefits, in which an act is ethical as long as it brings benefits. Thus, the ethical evaluation of utilitari-
anism rests on the relative benefits of the alternative actions perceived.

Advocates for these theories posit that they are compatible and complementary (Brady, 1985; Hunt 
& Vitell, 1986). In the case of accounting, Baker (1999) claimed that a single ethical theory could not 
adequately guide an accounting professional on every ethical issue. Instead, EDM is posited as a syn-
thesis function of the individual’s deontological and utilitarian evaluations (Brady, 1985; Hunt & 
Vitell, 1986).

In addition to the normative ethical theories, the cognitive processes of individuals are indicated as 
apparent in the EDM frameworks. In this sphere, Kohlberg’s (1976) work on cognitive moral develop-
ment is commonly cited to assess an individual’s moral development. However, Rest (1984) claimed four 
inner cognitive-affective components generate moral behavior: an individual first recognize an ethical 
dilemma (MRC), makes a moral judgment (MJD), moves on to intent (MIT), and finally finds the cour-
age to act.

The first component (MRC) recognizes and interprets a situation’s potential ethical implications and 
understands that a decision has moral significance. MJD determines which action is more ethically justi-
fiable when a person is aware of different lines of action and which alternative is right (Rest, 1984). MIT 
is concerned with moral motivation to act based on the MJD (Narvaez & Rest, 1995; Rest, 1984). According 
to Rest (1984), moral behavior involves the integration of moral values into one’s personality and consis-
tently acting under those values. Rest emphasized the need for a balanced combination of these com-
ponents to make ethical decisions; any weakness can cause moral failure, and all four components 
predict moral behavior.

4.  Empirical literature review and hypotheses development

4.1.  Ethical decision-making

Numerous studies have examined the EDM framework outlined by Rest (1984). These studies have sig-
nificantly contributed to the understanding of moral recognition, moral judgment, and moral intent 
(Johari et  al., 2017; Kportorgbi et  al., 2022, 2023; Latan et  al., 2019; Musbah et  al., 2016; Oboh, 2019). 
However, it is noteworthy that the fourth component, actual moral behavior, has not been extensively 



Cogent Business & Management 5

studied due to the inherent challenges of accurately measuring behavioral responses in real-life ethical 
dilemmas (Moores et  al., 2018; Oboh & Omolehinwa, 2022).

The studies of Johari et  al. (2017), Oboh (2019), and Yang and Wu (2009) examined the processes of 
MRC in connection with morally relevant situations. These studies suggested that understanding ethical 
dilemmas influences MRC, which is positively related to MJD. In connection with MJD and MIT, studies 
found consistent findings and asserted that MJD was positively related to MIT (Latan et  al., 2019; Musbah 
et  al., 2016; Oboh & Omolehinwa, 2022; Tariq et  al., 2019). Although several empirical studies found sig-
nificant and positive relationships among the components of EDM, some studies found inconsistent 
results with the relationships between MRC and MJD (e.g. Barnett, 2001; Latan et  al., 2019; Moores 
et  al., 2018).

In addition to the logical sequence implied, the components mutually influence each other through 
feedback and feedforward loops (Narvaez & Rest, 1995; Rest, 1984). In essence, MJD can be considered 
a mediator that connects awareness of the ethical implications (MRC) to the subsequent intention to act 
under moral values (MIT). Some empirical studies found that other constructs and MRC related to MIT 
through the mediation of MJD (e.g. Andersch et  al., 2019; Johari et  al., 2017; Rottig et  al., 2011; Tariq 
et  al., 2019; Yang & Wu, 2009). However, the extant literature concerning the relationship between MRC 
and MIT remains relatively unexplored. Therefore, examining the relationship that MJD mediates holds 
enormous promise for advancing the EDM framework. Based on the preceding discussions, the following 
hypotheses are proposed:

H1a. There is a significantly positive relationship between moral recognition and moral judgment.
H1b. There is a significantly positive relationship between moral judgment and moral intent.
H1c. There is a significantly positive relationship between moral recognition and moral intent.
H1d. Moral judgment has a significantly positive mediating role in the relationship between moral recognition 
and moral intent.

4.2.  Factors of ethical decision-making

According to Dunn and Sainty (2019), codes of conduct establish guidelines for acceptable and unac-
ceptable behavior by accountants. Similarly, most individuals look to the law for direction when faced 
with ethical dilemmas. In these regards, Victor and Cullen (1987) introduced a construct encompassing 
laws and professional codes (LPC) in the ethical climate dimension. This construct implies that legal rules 
and professional codes may influence individuals’ EDM and provide clear and specific guidelines for 
acceptable and unacceptable behaviors (Trevino et  al., 1998). This is particularly relevant in accounting, 
which is heavily regulated by laws, regulations, standards, and codes of conduct. This is also in line with 
deontological ethics theory (Brady, 1985) and supports Kohlberg’s (1976) stage four ‘law and order’ 
orientation.

Several empirical studies found a positive relationship between professional codes of conduct and 
EDM in the accounting profession. Pflugrath et  al. (2007) found that codes of conduct positively influ-
enced auditors’ ethical judgment. Modarres and Rafiee (2011) also found that accounting students’ ethi-
cal standards were influenced by understanding professional codes of conduct and being informed of 
codes, which helped maintain high ethical standards. The studies of Fatemi et  al. (2020) found that 
enforcing codes of conduct was positively related to ethical behaviors. However, some empirical studies 
found inconsistent results. For instance, Barnett and Vaicys (2000) and Liu (2020) found the insignificant 
influence of LPC on moral behavior. Besides, empirical studies have predominantly focused on codes of 
conduct, which overlook the role of laws in shaping accountants’ ethical behavior. Therefore, examining 
the intertwined factors of LPC is imperative. Based on these discussions, the following hypothesis is 
developed:

H2. Laws and professional codes has a significantly positive influence on moral judgment.

According to Forsyth (1992), individuals’ moral philosophies are evident in their moral beliefs, atti-
tudes, and values, which influence their moral behaviors. The author also noted that personal moral 
philosophies are often compared based on idealism and relativism. These two dimensions of moral 
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philosophy help to evaluate ethical behavior (Shukla & Srivastava, 2016). Dunn and Sainty (2019) also 
claimed that an adopted philosophical orientation in accounting influences accountants’ EDM. IDA refers 
to the extent to which individuals believe that engaging in moral behavior will inevitably result in pos-
itive consequences. RLV represents the extent to which an individual rejects the notion that moral deci-
sions should always align with universal moral principles (Zaikauskaite et  al., 2020). The high idealism 
stance aligns with the utilitarian ethical theory, wherein action is deemed right or wrong contingent 
upon consequences. Low RLV upheld the deontological theory, which uses rules to distinguish right from 
wrong (Zaikauskaite et  al., 2020).

Several studies have sought to investigate the influence of IDA and RLV on EDM. Johari et  al. (2017) 
found that auditors with IDA orientation showed desirable EDM processes, whereas those with RLV 
exhibited unfavorable EDM. Other empirical studies also found similar results (Oboh, 2019; Shukla & 
Srivastava, 2016; Singhapakdi et  al., 1999; Valentine & Bateman, 2011; Zaikauskaite et  al., 2020). Musbah 
et  al. (2016) indicated that moral philosophy significantly influences how individuals perceive ethically 
challenging situations. However, the study’s findings on IDA and RLV were inconsistent across different 
ethical vignettes. This is also evidenced in Oboh’s (2019) study. Despite inconsistent results reported in 
some studies, empirical findings support the idea that individuals with higher levels of IDA tend to per-
ceive ethical situations more favorably, whereas RLV demonstrates a notably negative relationship. These 
relationships suggest the following hypotheses:

H3a. Moral idealism has a significantly positive influence on moral recognition.
H3b. Moral relativism has a significantly negative influence on moral recognition.

Religious beliefs and values often provide a moral framework that guides the behaviors of individuals 
(Keller et  al., 2007; Kportorgbi et  al., 2022; Singhapakdi et  al., 2013; Tariq et  al., 2019; Vitell et  al., 2009). 
Its ethical theory aligns with deontological ethics; hence, ethical decisions based on religious perspec-
tives tend to form rule-based evaluations (Hunt & Vitell, 2006; Shariff, 2015; Tariq et  al., 2019; Vitell et  al., 
2009). Dunn and Sainty (2019) proposed that the strength of an individual’s religious beliefs, level of 
understanding, and religious practices might influence EDM. In this case, individuals with IRO deeply 
integrate their faith into their lives. In contrast, extrinsic individuals do not approach their faith sincerely 
(Hunt & Vitell, 2006).

Several studies have explored the effects of religion on EDM. Keller et  al. (2007) and Singhapakdi et  al. 
(999) found that religious values provide a solid basis for MJD. The study by Kportorgbi et  al. (2022) 
found that intrapersonal religious orientation was positively related to individual EDM, while interper-
sonal religious orientation adversely affected the EDM of tax accountants. The study conducted by Tariq 
et  al. (2019) found that intrinsic religiosity directly affects MIT and exerts an indirect effect through MJD. 
The study of Sulaiman et  al. (2022) and Shariff (2015) also noted that religious beliefs shape a moral 
framework characterized by objective moral truths, loyalty, and purity as fundamental motives for moral 
behavior. On the other hand, some studies reported inconsistent results on the relationship between 
religion and the components of EDM (e.g. Oboh & Omolehinwa, 2022; Tariq et  al., 2019). However, indi-
viduals with a strong IRO substantiated the endorsement to predict favorable ethical behavior, which led 
to the following hypotheses:

H4a. Intrinsic religious orientation has a significantly positive influence on moral recognition.
H4b. Intrinsic religious orientation has a significantly positive influence on moral judgment.
H4c. Intrinsic religious orientation has a significantly positive influence on moral intent.

The study conducted by Cullen et  al. (1993) on the ethical climate of accounting firms revealed that 
SOR emerged as a distinct construct. SOR establishes a direct link with the public interest, emphasizing 
the ethical responsibility of accounting professionals towards society. According to Shafer (2008), ethical 
climates highlighting SOR or serving the public interest are expected to foster EDM. SOR shares the 
utilitarian ethical theory since it favors maximizing the joint interests of society (Barnett & Vaicys, 2000; 
Victor & Cullen, 1987).

Shafer (2008, 2015) found that SOR was significantly related to the ethical behaviors of accountants 
and auditors. These two studies indicated that individuals were less likely to participate in unethical 
behavior within an ethical climate emphasizing SOR. In addition, the study by VanSandt et  al. (2006) 
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revealed that ethical climates, including SOR, were key predictors of moral behavior. Some empirical 
studies found inconsistent results. For instance, the study by Musbah et  al. (2016) found inconsistent 
findings across the vignettes used for the components of EDM. Barnett and Vaicys (2000) also found 
insignificant relationships between SOR and MIT. Similarly, Liu (2020) studied Chinese audit firms’ uneth-
ical behavior; however, the study found that SOR was positively related to unethical behavior in the 
workplace. Therefore, given the role of SOR in the accounting profession and the patterns of empirical 
findings, the following hypothesis is developed:

H5. Social responsibility has a significantly positive influence on moral judgment.

Dunn and Sainty (2019) state that ethical behavior is cultivated through experiences and interpersonal 
interactions. Similarly, Ruiz-Palomino et  al. (2019) indicated that moral development could be affected by 
PGP, as it often induces conformity and the embrace of group norms. This, in turn, has the potential to 
predict the process of EDM. According to Trevino (1986), MJD is more likely to result in MIT when an 
individual’s peer group provides normative support for ethical behavior. O’Fallon and Butterfield (2005) 
claimed that peer groups are the strongest predictors of ethical or unethical behavior. Casali and Perano 
(2021) also indicated that this particular construct, although less explored, has been recognized for its 
substantial impact on EDM.

The study of Westerman et  al. (2007) found a significant and positive influence of PGP on MIT. Yu 
et  al. (2021) also found similar results and concluded that peers were essential referents for EDM. The 
study by Ruiz-Palomino et  al. (2019) found that the unethical behavior exhibited by peers was directly 
and adversely related to employees’ ethical intentions. These findings confirm that when individuals 
interact with their peers and observe their peers’ success due to acting morally, they are inspired to 
follow this behavior and are less likely to contradict moral norms when faced with moral dilemmas 
(Hirth-Goebel & Weißenberger, 2019). Given these discussions, the following hypothesis is formulated:

H6. Peer group pressure has a significantly positive influence on moral judgment.

Based on the development of the preceding hypotheses, Dunn and Sainty (2019) model was modified 
to accommodate the multifaceted factors of EDM. As shown in Figure 1, the conceptual framework 
includes exogenous constructs of LPC, IDA, RLV, IRO, SOR, and PGP. It also incorporated the first three 
components of Rest’s (1984) model as endogenous constructs: MRC, MJD, and MIT. MRC and MJD serve 
as exogenous constructs when the objectives are to predict MIT. In addition, MJD served as a mediator 
in predicting the relationship between MRC and MIT. This framework aims to understand the dynamics 
of EDM processes among professional accountants and helps to comprehend how the six factors influ-
ence EDM across different ethical dilemmas.

Figure 1.  Conceptual framework of the study.
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5.  Research design

5.1.  Sample selection and data collection

The study participants were professional accountants offering public accounting services in Ethiopia. The 
population comprised 1,755 professional accountants registered under the AABE (1,080) and regional 
audit bureaus (675) in the country. Following the 5:1 criterion established by Bentler and Chou (1987), a 
sample size of 415 was determined. It is also a considerable sample size based on Adam’s (2020) and 
Hair et  al. (2022) minimum sample size recommendations. The samples were selected through conve-
nience sampling to address issues related to the accessibility and proximity of participants.

A structured questionnaire based on a cross-sectional design was used to collect data. The question-
naire was administered and collected through the personal visits of participants. Of the 415 question-
naires distributed to the participants, the researcher received 356 questionnaires. However, due to 
considerable missing data, 24 questionnaires were excluded, and 332 remained. Moreover, due to unde-
sirable response patterns like straight lining and further data cleaning, 309 usable questionnaires were 
finally retained in the analysis, giving a response rate of 74.46 percent (see Table 1).

The demographic information of study participants is shown in Table 1. The majority of participants 
were male (88.67%). Of the total participants, 57.28% were between 30 and 39 years old. Regarding edu-
cational qualifications, 75.08% had bachelor’s degrees, and the remaining participants had master’s 
degrees and doctorate. Additionally, 77% of the participants had more than five years of work experience.

5.2.  Measurement of variables

This study examines professional accountants’ EDM process, treating EDM components as endogenous 
constructs. Additionally, it explores LPC, moral philosophy (IDA and RLV), IRO, SOR, and PGP as exoge-
nous constructs. All indicators of the constructs were measured using a Likert-type scale ranging from 1 
(strongly disagree) to 5 (strongly agree).

5.2.1.  Ethical decision-making
According to Buchan (2005) and Hunt and Vitell (1986), studying ethical behavior poses difficulties 
because individuals might not demonstrate their actual behavior. Specifically, the ethical evaluation of an 

Table 1.  Response rate and demographic information.
Survey result Frequency Percent (%)

Response rate:
  Returned questionnaires (initially distributed = 415) 356 85.78
 N ot returned questionnaires 59 14.22
 I ncomplete questionnaires 24 5.78
  Before data cleaning 332 80.00
 A fter data cleaning 309 74.46
Profile of participants (n = 309):
Gender
  Female 35 11.33
  Male 274 88.67
Age
  < 29 years 68 22.01
  30–39 years 177 57.28
  40–49 years 61 19.74
  > 50 years 3 0.97
Academic qualifications
  Bachelor’s degree 232 75.08
  Master’s degree 76 24.60
  Doctorate 1 0.32
Work experience
  < 5 years 71 22.98
  6–10 years 115 37.22
  11–15 years 70 22.65
  16–20 years 40 12.94
  > 21 years 13 4.21
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issue is an abstract concept that cannot be explicitly measured; instead, vignettes are frequently used as 
a proxy in business ethics studies (Buchan, 2005; Hunt & Vitell, 1986; Johari et  al., 2017). Vignettes devel-
oped by Flory et  al. (1992) are commonly used to study ethical dilemmas in accounting. Researchers 
have reported high internal consistency, content, and predictive validity among the vignettes (Musbah 
et  al., 2016; Oboh, 2019). This study adopted three vignettes to measure MRC, MJD, and MIT (i.e. endog-
enous constructs). The vignettes involve the ethical dilemmas of questionable expense reports, manipu-
lation of company accounts, and overriding company policy. Hence, the vignettes were slightly modified 
to accommodate actual accounting practices in Ethiopia (see Annexure I).

Moores et  al. (2018) claimed that most EDM studies use a single indicator to measure MRC, MJD, and 
MIT. However, it is recommended to incorporate numerous indicators to reduce item bias (Hair et  al., 
2022). To benefit from this, indicators developed by Moores et  al. (2018) were adopted in this study. Five 
reflective items were included in the questionnaire after each vignette for each component (see Table 2).

5.2.2.  Moral philosophy
The Ethics Position Questionnaire (EPQ) scale developed by Forsyth (1980) is frequently used to study 
the degree of moral philosophy. Forsyth claimed that the EPQ had adequate internal consistency and 
reliability. Numerous researchers have also admitted that EPQ has been tested in several business ethics 
studies as a valid tool for measuring personal moral philosophies (Musbah et  al., 2016; Singhapakdi et  al., 
1999). Thus, this study adopted twenty reflective items of the EPQ to examine the moral philosophies: 
ten items pertain to IDA and the other ten to relativism.

Table 2.  Measurement and operationalization.
Construct Measurement indicators Sources

Moral recognition (MRC) Whether or not to report the case raised an ethical 
problem for Friew.

Moores et  al. (2018) (for the other two 
vignettes, modified items were used)

Friew faced with a moral dilemma.
Friew’s action involved a moral problem.
Friew’s decision has nothing to do with ethics.
Friew’s decision is money, not morality.

Moral judgment (MJD) I would consider Friew’s action in this case to be 
unacceptable.

Moores et  al. (2018) (for the other two 
vignettes, modified items were used)

I would consider Friew’s action in this case to be ethical.
I would consider Friew’s action in this case to be good.
I would consider Friew’s action in this case to be wise.
I would consider Friew’s action in this case to be unjust.

Moral intent (MIT) I would never respond the way Friew did. Moores et  al. (2018) (for the other two 
vignettes, modified items were used)I would not report the case if I felt losing my job.

I would not be silent about Belay’s expense reports.
Given the opportunity, I would not report the 

questionable expense reports.
In this situation, I would do exactly the same thing as 

Friew.
Idealism (IDA) All indicators adopted (10 items) Forsyth (1980)
Relativism (RLV) All indicators adopted (10 items) Forsyth (1980)
Laws and professional codes (LPC) All indicators adopted (4 items) Cullen et  al. (1993)
Social responsibility (SOR) All indicators adopted (4 items) Cullen et  al. (1993)
Intrinsic religious orientation (IRO) I regularly practice my religion. Shariff (2015); Sulaiman et  al. (2022); Tariq 

et  al. (2019)My religion involves in all my life.
When I face ethical issues, I consider the issue of 

whether it is permissible or not according to my 
religion.

I feel a strong relationship with other people.
I live all aspects of my life according to my religious 

beliefs.
Peer group pressure (PGP) My peers talk about the importance of ethics and doing 

the right thing in our work.
Hull (1999); Yu et  al. (2021)

My peers support me in following standards of ethical 
behavior.

I get advice from my peers when I face ethical dilemmas.
My peers carefully consider ethical issues when making 

work-related decisions.
If I am unsure about how to deal with a situation at 

work, the opinions of my peers act as a guide.
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5.2.3.  Laws and professional codes and social responsibility
The Ethical Climate Questionnaire (ECQ), developed by Victor and Cullen (1987), is used to measure 
ethical climate dimension types (Buchan, 2005; Musbah et  al., 2016; Shafer, 2008). It is reported that 
ECQ possessed adequate internal consistency and reliability. Four reflective items for each dimension 
of the ethical climate dimensions of LPC and SOR were included in the questionnaire from the 1993 
version (see Cullen et  al., 1993). The items were slightly modified to consider individual levels of 
analysis.

5.2.4.  Intrinsic religious orientation and peer group pressure
Indicators to measure IRO were derived from the studies of Shariff (2015), Sulaiman et  al. (2022) and 
Tariq et  al. (2019). This construct includes five reflective items. The indicators of PGP were derived from 
the studies of Hull (1999) and Yu et  al. (2021). Five reflective items were incorporated to measure this 
construct. Table 2 shows the indicators of each construct.

A pilot study was conducted using convenient samples of forty accounting professionals and acade-
micians. In addition, comments were received about the contents, sequence, manageability, and under-
standability of the items in the questionnaire, which helped to ensure face and content validity. A 
reliability test of Cronbach’s alpha values >0.750 was found for distinct construct groups, indicating no 
need for further revision. To address potential problems of social desirability bias and common method 
biases, the questionnaire cover page explicitly stated and assured confidentiality, anonymity, and the 
exclusive academic purpose of the study. Besides, the questionnaire was structured by separating the 
constructs into distinct sections. For ease of understandability and convenience, the questionnaire was 
translated into Amharic, Ethiopia’s official language, and the local names of individuals were used in the 
vignettes.

Harman’s single-factor test was employed to evaluate the common method bias in the data (Podsakoff 
et  al., 2003). The test results demonstrate that a single-factor solution accounted for only 40.40% of the 
total variance, falling below the commonly accepted threshold of 50%, suggesting it was not a signifi-
cant concern in this study. Additionally, the full collinearity approach proposed by Kock (2015) was used 
to test the possibility of common method bias. Variance inflation factor (VIF) values accounted for below 
3.3, indicating no potential common method bias issue in the current study (see Table 7).

6.  Empirical results and discussion

Hair et  al. (2022) state that structural equation modeling (SEM) enables precise modeling and estimating 
of complex relationships among multiple constructs. Partial least squares structural equation modeling 
(PLS-SEM) is one variant of SEM widely used in social science studies. It is a nonparametric method that 
employs bootstrapping to determine statistical significance and establish confidence intervals for param-
eter estimates and statistical inference (Hair et  al., 2019). The data analysis used PLS-SEM methodology 
in the current study, employing SmartPLS 4.0 software (Ringle et  al., 2022). It helps to leverage handling 
multiple constructs and indicators, particularly in the vignette-rich settings of the current study, and it 
excels in maximizing the explained variance in the endogenous constructs of the study.

6.1.  Descriptive statistics

As Table 3 presented descriptive features of the result, the mean values for the exogenous and endog-
enous constructs, except for relativism as expected, were notably above average. This suggests that, on 
average, participants tended toward agreement-oriented responses. When compared to the other exog-
enous constructs, IRO displayed a relatively small standard deviation value (0.696), indicating that partic-
ipants showed less variability across the indicators of this construct. In contrast, other constructs had 
slightly higher standard deviations, suggesting relative variability in participant responses across the indi-
cators for those constructs. Exogenous constructs, except RLV, offer descriptive evidence of their positive 
influence on MRC, MJD, and MIT.
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Notably, the mean values of MRC, MJD, and MIT across the vignettes exhibited above-average values. 
However, there were noticeable variations among the vignettes. Vignette 2 exhibited higher mean values 
than the other two vignettes. Additionally, when comparing mean values between vignettes 1 and 3, the 
former consistently showed higher mean values, except for MJD. Nevertheless, relatively high standard 
deviations for endogenous constructs in vignette 2 suggest compelling differences between participants’ 
responses.

6.2.  Measurement model

The initial stage of assessing a reflective measurement model entails examining the indicator loadings. 
Factor loadings above 0.708 indicate that the construct explains over 50 percent of the variance in the 
indicator (Hair et  al., 2019). Based on the results presented in Table 4, the factor loadings were above 
threshold values. However, one indicator (PGP5) was removed (loading = 0.457, 0.442, 0.426 for vignettes 
1, 2, and 3, respectively) to improve the composite reliability (CR) and average variance extracted 
(AVE) values.

The second step assessed internal consistency reliability through Cronbach’s alpha and CR. Higher 
values usually signify better reliability; however, values exceeding 0.950 are problematic (Hair et  al., 
2022). As shown in Table 4, the results show that the values surpass the threshold of 0.700 for both 
measures, indicating acceptable reliability. Hence, the CR value (0.950) of MJD in vignette 1 was between 
the bootstrapped confidence interval [0.939, 0.958], indicating the value was significantly within the rec-
ommended threshold.

The next stage of the measurement model assessment evaluates convergent validity. It is assessed 
based on the average variance extracted (AVE), and a value of >0.500 is acceptable (Hair et  al., 2022). As 
presented in Table 5, the AVE values were above 0.500, indicating that the three vignette constructs 
effectively elucidated the convergent validity.

The discriminant validity measures how distinct a construct is from the other constructs in the struc-
tural model (Hair et  al., 2022). It is assessed based on the heterotrait-monotrait (HTMT) ratio and the 
Fornell and Larcker criterion. According to Hair et  al. (2019), the threshold for the HTMT ratio is < 0.850. 
For the Fornell and Larcker criterion, the square root of AVE on diagonal lines should be greater than 
the correlation between the constructs underneath. As presented in Table 6, the values above bold and 
italicized diagonal elements for the constructs were less than 0.85 and met HTMT criteria. In addition, 
the values below the bold and italicized diagonal elements in Table 6 were well below the square root 
of AVE (bold and italicized diagonal values) and met the Fornell and Larcker criterion.

These assessments for both measures confirmed the distinctiveness of the constructs. The reliability 
and validity assessments confirmed that all the indicators and constructs met the necessary measure-
ment model assessment criteria.

Table 3.  Descriptive statistics.
Construct Construct type Mean Std. deviation

IDA Exogenous 3.747 0.757
RLV 2.301 0.792
LPC 3.586 0.873
SOR 3.803 0.728
IRO 3.640 0.696
PGP 3.626 0.741
MRCa Endogenous 3.639 0.829
MJDa 3.631 0.923
MITa 3.799 0.877
MRCb 3.690 0.892
MJDb 3.722 0.973
MITb 3.846 0.892
MRCc 3.584 0.875
MJDc 3.672 0.835
MITc 3.636 0.842

Note: IDA: idealism, LPC: laws and professional codes, MJD: moral judgment, MIT: moral intent, MRC: moral recognition, PGP: peer group 
pressure, IRO: intrinsic religious orientation, RLV: relativism, SOR: social responsibility.
afor vignette 1,bfor vignette 2, and cfor vignette 3.
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Table 5. A verage variance extracted (AVE).
Construct Vignette 1 Vignette 2 Vignette 3

IDA 0.607 0.607 0.607
LPC 0.738 0.738 0.738
MIT 0.764 0.758 0.710
MJD 0.793 0.754 0.701
MRC 0.757 0.743 0.735
PGP 0.681 0.680 0.680
IRO 0.617 0.617 0.617
RLV 0.599 0.599 0.599
SOR 0.698 0.699 0.699

Table 4. I ndicators loading and reliability.

Construct Items

Vignette 1 Vignette 2 Vignette 3

Loading Alpha CR Loading Alpha CR Loading Alpha CR

Idealism (IDA) IDA1 0.773 0.928 0.939 0.771 0.928 0.939 0.768 0.928 0.939
IDA2 0.799 0.801 0.802
IDA3 0.830 0.831 0.828
IDA4 0.816 0.818 0.822
IDA5 0.806 0.807 0.805
IDA6 0.781 0.783 0.786
IDA7 0.755 0.753 0.750
IDA8 0.775 0.777 0.775
IDA9 0.736 0.732 0.732
IDA10 0.713 0.710 0.715

Laws and 
Professional 
Codes (LPC)

LPC1 0.839 0.882 0.918 0.836 0.882 0.918 0.836 0.882 0.918
LPC2 0.849 0.856 0.857
LPC3 0.870 0.870 0.867
LPC4 0.877 0.874 0.876

Moral Intent (MIT) IN1 0.886 0.923 0.942 0.855 0.920 0.940 0.853 0.898 0.924
IN2 0.879 0.871 0.809
IN3 0.861 0.871 0.820
IN4 0.867 0.868 0.857
IN5 0.877 0.887 0.872

Moral Judgment 
(MJD)

JD1 0.888 0.935 0.950 0.858 0.918 0.939 0.836 0.893 0.921
JD2 0.904 0.857 0.841
JD3 0.888 0.897 0.832
JD4 0.877 0.874 0.827
JD5 0.897 0.854 0.850

Moral Recognition 
(MRC)

RC1 0.861 0.920 0.940 0.876 0.914 0.935 0.874 0.910 0.933
RC2 0.880 0.855 0.850
RC3 0.864 0.876 0.851
RC4 0.866 0.86 0.853
RC5 0.880 0.844 0.857

Peer Group Pressure 
(PGP)

PGP1 0.814 0.844 0.895 0.818 0.844 0.895 0.819 0.844 0.895
PGP2 0.824 0.822 0.821
PGP3 0.821 0.824 0.825
PGP4 0.840 0.835 0.834

Intrinsic Religious 
Orientation (IRO)

REL1 0.827 0.844 0.889 0.827 0.844 0.889 0.828 0.844 0.889
REL2 0.748 0.748 0.751
REL3 0.775 0.775 0.774
REL4 0.803 0.802 0.804
REL5 0.770 0.772 0.767

Relativism (RLV) RLV1 0.761 0.925 0.937 0.759 0.925 0.937 0.759 0.925 0.937
RLV2 0.769 0.767 0.766
RLV3 0.814 0.813 0.814
RLV4 0.818 0.818 0.819
RLV5 0.785 0.785 0.787
RLV6 0.780 0.783 0.783
RLV7 0.790 0.791 0.792
RLV8 0.725 0.728 0.724
RLV9 0.735 0.735 0.734
RLV10 0.756 0.756 0.756

Social Responsibility 
(SOR)

SOR1 0.864 0.857 0.902 0.859 0.857 0.903 0.856 0.857 0.903
SOR2 0.818 0.822 0.823
SOR3 0.821 0.829 0.831
SOR4 0.837 0.833 0.834
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6.3.  Structural model

Once the measurement model assessment in PLS-SEM is established and satisfactory (see Figure 2 for 
vignette 1; see Annexure II for vignettes 2 and 3), the structural model is evaluated. The assessment 
began with an examination of potential collinearity. Hair et  al. (2019) indicated that VIF values should be 
close to three or lower. As Table 7 shows, all constructs of VIF values for the three vignettes were <3. 
This finding suggests that there was no significant collinearity among the predictor constructs. Once it 
is ensured that collinearity is not at the critical level, the next step assesses the significance and rele-
vance of the structural model relationships using the bootstrapping procedure in PLS-SEM with 10,000 
bootstrap subsamples.

The standard assessment criteria for the structural model include the coefficient of determination (R2), 
effect size (f2), and predictive power (Q2) (Hair et  al., 2022). As shown in Table 8, the structural model 
relationships explain 55.4% to 70.0% of the MRC, MJD, and MIT variance across the three vignettes. These 
values signify a pronounced explanatory power (R2) level for the constructs in the model, and the 

Table 7.  Variance inflation factor (VIF).

Constructs

Vignette 1 Vignette 2 Vignette 3

MRC MJD MIT MRC MJD MIT MRC MJD MIT

IDA 1.456 1.455 1.456
RLV 1.479 1.477 1.479
IRO 1.606 2.275 2.237 1.606 2.119 2.159 1.607 2.557 2.643
LPC 1.608 1.605 1.608
PGP 1.646 1.637 1.638
SOR 1.602 1.622 1.579
MRC 2.014 2.125 1.886 1.835 2.349 2.360
MJD 2.047 1.800 1.943

Note: IDA: idealism, RLV: relativism, IRO: intrinsic religious orientation, LPC: laws and professional codes, PGP: peer group pressure, SOR: social 
responsibility, MRC: moral recognition, MJD: moral judgment, MIT: moral intent.

Table 6.  Fornell and Larcker criterion and the heterotrait-monotrait (HTMT) ratio.
Construct IDA LPC MIT MJD MRC PGP IRO RLV SOR

Vignette 1
IDA 0.779 0.213 0.604 0.507 0.706 0.324 0.584 0.487 0.546
LPC 0.200 0.859 0.390 0.545 0.282 0.679 0.412 0.245 0.211
MIT 0.560 0.356 0.874 0.779 0.824 0.326 0.817 0.591 0.580
MJD 0.472 0.500 0.724 0.891 0.694 0.446 0.749 0.506 0.554
MRC 0.654 0.260 0.759 0.644 0.870 0.252 0.771 0.677 0.601
PGP 0.289 0.591 0.289 0.398 0.222 0.825 0.436 0.293 0.329
IRO 0.518 0.359 0.722 0.667 0.682 0.370 0.785 0.597 0.661
RLV −0.453 −0.225 −0.546 −0.471 −0.626 −0.260 −0.529 0.774 0.426
SOR 0.491 0.197 0.527 0.508 0.537 0.283 0.566 −0.383 0.835
Vignette 2
IDA 0.779 0.213 0.533 0.439 0.710 0.324 0.584 0.487 0.546
LPC 0.198 0.859 0.321 0.594 0.259 0.679 0.412 0.245 0.211
MIT 0.495 0.292 0.870 0.657 0.689 0.313 0.766 0.557 0.501
MJD 0.407 0.539 0.607 0.868 0.603 0.463 0.728 0.414 0.532
MRC 0.656 0.239 0.635 0.555 0.862 0.288 0.735 0.672 0.614
PGP 0.290 0.592 0.276 0.411 0.254 0.825 0.436 0.293 0.329
IRO 0.518 0.358 0.678 0.642 0.650 0.371 0.785 0.597 0.661
RLV −0.452 −0.225 −0.515 −0.382 −0.621 −0.261 −0.529 0.774 0.426
SOR 0.490 0.195 0.453 0.478 0.545 0.284 0.565 −0.383 0.836
Vignette 3
IDA 0.779 0.213 0.443 0.488 0.659 0.324 0.584 0.487 0.546
LPC 0.198 0.859 0.308 0.585 0.315 0.679 0.412 0.245 0.211
MIT 0.409 0.279 0.843 0.701 0.765 0.307 0.788 0.556 0.450
MJD 0.446 0.524 0.631 0.837 0.687 0.495 0.772 0.464 0.538
MRC 0.609 0.287 0.693 0.621 0.857 0.337 0.843 0.635 0.620
PGP 0.290 0.593 0.269 0.433 0.297 0.825 0.436 0.293 0.329
IRO 0.519 0.359 0.689 0.672 0.741 0.371 0.785 0.597 0.661
RLV −0.453 −0.225 −0.505 −0.422 −0.584 −0.261 −0.529 0.774 0.426
SOR 0.490 0.194 0.399 0.476 0.549 0.284 0.565 −0.382 0.836
Notes: The bold and italicized diagonal values are the square roots of AVE, and below the diagonal elements are the correlations between the 
construct values representing Fornell and Larcker criterion. Above the diagonal elements are the HTMT ratio values.
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predictor constructs to explain the outcome constructs were substantial. The effect size (f2) values indi-
cated varying effect sizes across different constructs and vignettes. Some relationships exhibited weak 
effect sizes and suggested a limited effect of exogenous constructs on endogenous constructs. A medium 
effect size was apparent for most constructs. The large effect size, especially in the relationship between 
IRO -> MRC in vignette 3, was observed and implied a more substantial effect. Conversely, PGP -> MJD 
consistently had the lowest f2 value across all three vignettes, indicating no effect on MJD. Moreover, 
Table 8 presents the model’s predictive power: Q2 values for all endogenous constructs (MRC, MJD, and 
MIT) in the three vignettes were greater than zero. This finding substantiates the fact that the model has 
predictive relevance.

Model fit is also assessed based on the standardized root mean square residual (SRMR) and the 
normed fit index (NFI) (Hair et  al., 2022). SRMR values for the three vignettes ranged from 0.045 to 0.048, 
below the threshold value of <0.080. However, NFI values for the three vignettes ranged from 0.820 to 
0.837, which fell slightly below the threshold values of >0.900. The SRMR values suggested a good fit 
between the models and the data, while the NFI values, though near the threshold, still indicated a 
reasonably acceptable fit.

Figure 2.  PLS-SEM results for vignette 1.

Table 8.  Results of the structural model.

Exogenous 
construct

Endogenous 
construct

Vignette 1 Vignette 2 Vignette 3

R2 Q2 f2 R2 Q2 f2 R2 Q2 f2

IDA MRC 0.643 0.630 0.225 0.621 0.608 0.240 0.645 0.633 0.128
RLV 0.152 0.155 0.078
IRO 0.219 0.154 0.438
MRC MJD 0.597 0.546 0.121 0.563 0.523 0.047 0.581 0.547 0.053
LPC 0.121 0.181 0.132
PGP 0.001 0.000 0.002
SOR 0.023 0.021 0.014
IRO 0.081 0.109 0.099
IRO MIT 0.700 0.592 0.096 0.554 0.498 0.126 0.576 0.483 0.072
MJD 0.150 0.064 0.063
MRC 0.239 0.097 0.116
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6.3.1.  Hypotheses testing
This study examines the relationships of the first three components of EDM, along with six factors. Table 
9 presents the results concerning the path coefficients associated with the direct relationships postulated 
in the hypotheses.

The analysis of the three vignettes revealed consistent and significant relationships between the com-
ponents of EDM (see Table 9). MRC exhibited a significant and positive relationship with MJD in all 
vignettes (H1a). Similarly, MJD exhibited a positive and significant relationship with MIT across all 
vignettes (H1b). These findings fully supported the hypotheses and the logical sequence implied in Rest’s 
(1984) EDM framework. These relationships underline that recognizing moral issues is fundamental to the 
subsequent MJD and shaping professional accountants’ intentions to act. The study of Rottig et  al. (2011) 
also noted that individuals who perceive an action as just, fair, or morally right are more inclined to 
engage in MJD and develop an intent to engage in that behavior. Other studies’ findings have supported 
these relationships (Johari et  al., 2017; Musbah et  al., 2016; Oboh & Omolehinwa, 2022). However, the 
study’s results do not support some empirical studies’ results that posit that MRC does not affect MJD; 
instead, other mediating constructs play a role in the relationship between MRC and MJD (Barnett & 
Vaicys, 2000; Latan et  al., 2019; Moores et  al., 2018).

In addition, MRC was significantly and positively related to MIT in all vignettes. This relationship fully 
supported H1c and emphasized the connection between recognizing moral issues and its relation to 
shaping the subsequent MIT. In this case, in addition to the implied logical sequence, Rest (1984) demon-
strated the profound influence of MRC on MIT. Rest claimed that the components mutually influence 
each other through feedback and feedforward loops. Although extant literature has not considered this 
relationship, the study of Johari et  al. (2017) found significant results regarding the relationship between 
MRC and MIT. This highlights how recognizing moral dilemmas predicts professional accountants’ subse-
quent moral intentions and behaviors.

The influences of several factors on EDM were evidenced in this study. LPC consistently demonstrated 
a significant and positive influence on MJD across all vignettes. This finding fully supports H2. This rela-
tionship emphasizes the role of external rules and standards in shaping professional accountants’ EDM. 
Based on the deontology ethical theory perspective, this relationship focuses on adhering to moral rules 
or duties, irrespective of consequences (Brady, 1985; Brady & Dunn, 1995; Hunt & Vitell, 1986, 2006). 
Thus, this finding aligned its importance with deontological theory in evaluating moral behavior with the 
rules and standards that govern the accounting profession.

Table 9.  Direct relationships (hypotheses).
Vignette 1 Vignette 2 Vignette 3

Resultsβ SD T stat
p 

values β SD T stat
p 

values β SD T stat
p 

values

MRC -> 
MJD

0.314 0.060 5.216 0.000 0.198 0.066 2.986 0.003 0.231 0.071 3.221 0.001 H1a fully 
supported

MJD -> 
MIT

0.304 0.052 5.849 0.000 0.226 0.055 4.113 0.000 0.227 0.061 3.730 0.000 H1b fully 
supported

MRC -> 
MIT

0.391 0.061 6.388 0.000 0.283 0.061 4.629 0.000 0.344 0.069 4.923 0.000 H1c fully 
supported

LPC -> 
MJD

0.276 0.058 4.839 0.000 0.353 0.056 6.416 0.000 0.295 0.062 4.793 0.000 H2 fully 
supported

IDA -> 
MRC

0.344 0.058 5.897 0.000 0.367 0.059 6.174 0.000 0.260 0.057 4.499 0.000 H3a fully 
supported

RLV -> 
MRC

−0.284 0.056 5.072 0.000 −0.293 0.059 4.947 0.000 −0.203 0.056 3.618 0.000 H3b fully 
supported

IRO -> 
MRC

0.352 0.056 6.341 0.000 0.305 0.054 5.647 0.000 0.498 0.052 9.664 0.000 H4a fully 
supported

IRO -> 
MJD

0.270 0.059 4.669 0.000 0.313 0.063 5.012 0.000 0.323 0.068 4.775 0.000 H4b fully 
supported

IRO -> 
MIT

0.252 0.050 5.020 0.000 0.347 0.068 5.130 0.000 0.281 0.076 3.739 0.000 H4c fully 
supported

SOR -> 
MJD

0.124 0.049 2.473 0.013 0.126 0.055 2.206 0.027 0.098 0.052 1.865 0.062 H5 partially 
supported

PGP -> 
MJD

0.033 0.065 0.426 0.670 0.001 0.060 0.051 0.960 0.044 0.066 0.606 0.545 H6 not 
supported

Note: IDA: idealism, LPC: laws and professional codes, MIT: moral intent, MJD: moral judgment, MRC: moral recognition, PGP: peer group 
pressure, IRO: intrinsic religious orientation, RLV: relativism, SOR: social responsibility.
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Similarly, Kohlberg’s (1976) cognitive moral development theory of law and order orientation supports 
professional accountants’ moral judgment. Previous empirical studies have supported the influence of 
LPC on MJD (Fatemi et  al., 2020; Modarres & Rafiee, 2011; Pflugrath et  al., 2007). Although most studies 
profoundly focused on codes of contact and overlooked the role of laws, the studies found that imple-
menting and enforcing codes of conduct positively related to ethical behavior. However, some studies 
that examined the intertwined construct of LPC found insignificant results (Barnett & Vaicys, 2000; 
Liu, 2020).

The study’s findings fully supported the proposed hypotheses (H3a and H3b) of the two types of 
personal moral philosophies. IDA significantly and positively influenced MRC in all three vignettes (H3a). 
Conversely, RLV significantly and negatively influenced MRC across all vignettes (H3b). These results high-
light that professional accountants who follow IDA tend to exhibit higher levels of moral awareness due 
to their commitment to providing positive consequences, whereas relativistic professional accountants 
negatively predict MRC. Previous studies have also supported that IDA and RLV are positive and negative 
predictors of ethical behavior, respectively (Johari et  al., 2017; Musbah et  al., 2016; Singhapakdi et  al., 
1999; Zaikauskaite et  al., 2020). The interaction of high and low personal moral philosophies highlights 
the importance of applying deontological and utilitarian ethical theories based on the context of ethical 
dilemmas.

Table 9 shows that the results substantiate the proposed hypotheses regarding religious orientation 
in predicting the EDM of professional accountants (H4a, H4b, and H4c). The IRO of professional accoun-
tants significantly and positively influences MRC, MJD, and MIT across all three vignettes. Based on the 
deontological ethical theory, professional accountants inclined to IRO evaluate ethical dilemmas based 
on the principles and standards of religious doctrine, unlike those with an extrinsic religious orientation. 
Vitell et  al. (2009) supported this and indicated that individuals’ religious beliefs and values often guide 
their moral compass and influence their ethical behavior. In the extant literature, similar results have also 
reported that IRO positively predicts ethical behavior (Kportorgbi et  al., 2022; Singhapakdi et  al., 2013; 
Tariq et  al., 2019). Thus, IRO provides professional accountants with a foundation for EDM by offering 
moral guidelines, adhering to norms, instilling a sense of accountability, promoting compassion, and 
providing conflict resolution strategies.

SOR significantly and positively influenced MJD in the first and second vignettes (H5). Although this 
relationship was not supported in vignette 3, this highlights its importance in specific contexts (see 
Table 9). Previous studies have also demonstrated the influence of SOR on individuals’ ethical behavior 
(Barnett & Vaicys, 2000; Shafer, 2008; VanSandt et  al., 2006). The studies indicated that when profes-
sional accountants are aware of their social responsibility, they are more likely to consider the broader 
implications of their actions in the public interest. This enhances professional accountants’ ability to 
make MJDs that are not solely self-interested. Instead, based on the utilitarian ethical theory perspec-
tive, accountants evaluate the ethical dilemmas and make MJD that have positive consequences to 
benefit society.

Based on the result in Table 9, it can be seen that PGP has no influence on professional accountants’ 
MJD across all vignettes (H6). However, other empirical studies have found a significant role for peer 
groups in the EDM process (Ruiz-Palomino et  al., 2019; Westerman et  al., 2007; Yu et  al., 2021). In their 
review, O’Fallon and Butterfield (2005) and Casali and Perano (2021) indicated that the intensity and fre-
quency of peer group interactions influence EDM. Contrary to expectations, this study found that PGP had 
no statistically significant influence on the MJD of professional accountants. This finding suggests that 
external party influence might not always play a role in shaping the EDM of professional accountants.

Kohlberg (1976) argued that individuals encounter cognitive conflict by being exposed to the moral 
reasoning of peer groups that differ in content or structure from their reasoning. This assertion posits 
that individuals do not fully permit external interference during their EDM process. This is also apparent 
in this study that PGP did not influence professional accountants’ MJD. Deontological and utilitarian eth-
ical theories help to evaluate peer group influence in the MJD. A deontological analysis would view such 
influence negatively if a peer group encourages actions against fundamental moral rules. On the other 
hand, utilitarianism would evaluate whether the MJD influenced by the peer groups leads to positive or 
negative consequences for society.
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Generally, the study’s findings supported most of the hypothesized path-model relationships among 
the constructs (see Table 9). However, the hypotheses for PGP for all vignettes (PGP -> MJD) and SOR for 
the third vignette (SOR -> MJD) were not supported. Most notably, all constructs, except RLV, have a 
positive relationship with the components of EDM. In contrast, the negative relationships (RLV -> MRC) 
were consistent across all vignettes, showing its negative effect on MRC regardless of the context in the 
vignettes. While some relationships between constructs exhibited consistent patterns across vignettes, 
the strengths of these relationships vary across vignettes. The observed variations and patterns indicate 
the significance of considering each vignette’s distinctive characteristics based on deontological and util-
itarian ethical theory lenses.

6.3.2.  Mediation analysis
After evaluating the direct relationships, mediation analysis was conducted for hypothesis H1d. The indi-
rect effect in all vignettes was statistically significant, as evidenced by the absence of zero within the 
95% confidence intervals (see Table 10). Notably, the direct effect of MRC on MIT was significant (β = 0.391, 
t = 6.388, p < 0.001; β = 0.283, t = 4.629, p < 0.001; β = 0.344, t = 4.923, p < 0.001) across all vignettes. 
Furthermore, when investigating the indirect effect, MRC significantly influenced MIT through MJD in all 
vignettes of the study (β = 0.096, t = 3.682, p < 0.001; β = 0.045, t = 2.341, p = 0.019; β = 0.053, t = 2.309, 
p = 0.021). These findings substantiate that MJD partially mediates the relationship, as the direct and 
indirect effects were significant in all cases. Moreover, the product of both direct and indirect effects 
suggests that MJD plays a complementary partial mediating role in the relationship between MRC and 
MIT. Consequently, the results fully supported the hypothesis (H1d) across all vignettes.

In addition to the direct influence of MJD on MIT, based on Rest’s (1984) synthesis and the findings 
of this study, this study provides a solid foundation for the mediating role of MJD between MRC and 
MIT. Similarly, Yang and Wu (2009) also found the relationship between MRC and MIT partially mediated 
by the presence of MJD. The study of Rottig et  al. (2011) indicated substantial indirect effects of MRC 
influence on MIT. Buchan (2005) also found that moral sensitivity positively predicted the MIT of public 
accountants. This relationship highlights the importance of professional accountants’ moral awareness of 
various accounting ethical issues in shaping their MIT to act ethically.

7.  Summary and conclusion

This study aims to examine the relationships between the components of EDM and factors that contrib-
ute to the EDM of professional accountants. Using PLS-SEM, the study examined the postulated relation-
ships of the conceptual framework. The intention to behave ethically depends on recognizing an ethical 
dilemma and its moral judgment. Thus, the positive relationship between the components of EDM and 
the complementary partial mediating role of MJD highlights its importance in recognizing moral issues 
and forming the subsequent MIT among professional accountants.

LPC’s influence on MJD was evident and highlighted the role of external rules and regulations in 
shaping professional accountants’ EDM. Similarly, the moral philosophy of IDA positively influenced the 

Table 10.  Mediation analysis.
Type of effect Effect β SD T stat p values 95% confidence interval Result

Vignette 1
Direct effect MRC -> MIT 0.391 0.061 6.388 0.000 [0.271, 0.510] H1d supported
Indirect effect MRC -> MJD -> MIT 0.096 0.026 3.682 0.000 [0.051, 0.152]
Total effect MRC -> MIT 0.487 0.059 8.241 0.000 [0.371, 0.599]
Vignette 2
Direct effect MRC -> MIT 0.283 0.061 4.629 0.000 [0.166, 0.404] H1d supported
Indirect effect MRC -> MJD -> MIT 0.045 0.019 2.341 0.019 [0.013, 0.087]
Total effect MRC -> MIT 0.328 0.064 5.073 0.000 [0.202, 0.456]
Vignette 3
Direct effect MRC -> MIT 0.344 0.069 4.923 0.000 [0.208, 0.479] H1d supported
Indirect effect MRC -> MJD -> MIT 0.053 0.023 2.309 0.021 [0.015, 0.103]
Total effect MRC -> MIT 0.396 0.070 5.633 0.000 [0.256, 0.529]
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MRC of professional accountants, whereas RLV negatively influenced the MRC. IRO has emerged as a 
strong positive predictor of EDM. This suggests that religious beliefs serve as a guiding framework to 
promote EDM among professional accountants. Additionally, when accountants are aware of their SOR 
role, they are more likely to consider the broader implications of their actions to align with the public 
interest.

However, PGP has not demonstrated a statistically significant relationship with MJD. This finding does 
not support the conventional notion that peer groups influence EDM among professional accountants. 
This implies that individuals perceive themselves as more ethical than their peers regarding ethical beliefs 
and behavior. Based on the context, the deontological and utilitarian ethical theories apply to evaluate 
the ethical dilemmas.

This study provides valuable implications for the EDM process. In addition to the direct relationships 
among the components of EDM, MJD bridges the perceived awareness of ethical issues and forms the 
subsequent intention to act ethically. This adds the mediating role of MJD to the existing literature. 
Besides, in designing interventions for ethical behavior, strategies might include ethics training programs 
that focus on enhancing MRC skills and MJD refining abilities, ultimately fostering professional accoun-
tants’ EDM. In essence, other factors are crucial for understanding the ethical setting of the accounting 
profession. As the profession evolves, acknowledging the influence and relationships of other factors is 
essential to promoting ethical competency among professional accountants. In turn, this ensures the 
public interest in the accounting profession.

However, this study examined a limited number of EDM factors, acknowledging the existence of poten-
tial factors that could substantiate the dynamics of the EDM process. Thus, future studies are encouraged 
to consider other factors. The study’s context-specific findings highlight the diversity of ethical perspectives 
that lead to the need to be cautious when generalizing results. Longitudinal studies and using different 
types of data, like interviews or behavior observations, will help researchers find out how factors change 
over time without relying on self-reported data. Furthermore, comparative studies across diverse groups 
can reveal the specific influences that help enrich the global comprehension of EDM. Moreover, it is nec-
essary to consider endogeneity, linearity, and unobserved heterogeneity testing in future studies.
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Annexure I.  Vignettes

Vignette 1: Friew is a young accountant at a company. After some experience in accounting at headquarters, he has 
been transferred to one of the company’s recently acquired divisions, run by its previous president, Belay. Belay has 
been retained as vice president of this new division, and Friew is his accountant.

The main area of concern for Friew is Belay’s expense reports. Belay’s boss, the president, approves the expense 
reports without review and expects Friew to check the details and work out any discrepancies with Belay. After a 
series of large and questionable expense reports, Friew challenges Belay directly about charges to the company for 
delivering some personal furniture to Belay’s home. Although the company’s policy prohibits such charges, Belay’s 
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Boss signed on for the expense again. Friew feels uncomfortable with this and tells Belay that he is considering 
taking the matter to the Internal Audit Department for review. Belay reacts sharply, reminding Friew that ‘the  
department will back me anyway’ and that Friew’s position in the company would be in danger. Decision: Friew 
decides not to report the expense charge to the Internal Audit Department of the company.

Vignette 2: Abeba, a company accountant, was told by the manager to restate the company’s earnings to attract 
potential investors. Asmamaw, her assistant, suggests that Abeba to review some expenses for possible reduction. 
He also avoids the management letter request from the external auditor to write-down the inventory record to re-
flect the ‘true value’.

Abeba discusses the situation with her husband, Yalew, a senior manager at another company. She said, ‘I am 
supposed to support my company, but on the other hand, I am supposed to be ethical.’ Yalew tells her that other 
companies do this all the time. He reminds her how important her salary is to maintain their comfortable lifestyle 
and that she should not do anything that might cause her to lose her job. Decision: Abeba decides to accept the 
suggestions proposed by her boss.

Vignette 3: Desta, the company’s chief accountant, is having a friendly conversation with Zelalem, the company’s 
operations manager, and Fentaw, the sales manager. Zelalem tells Desta that the factory needs a new computer 
system to increase operating efficiency. Fentaw claimed that their factory will be the top within short period in 
terms of increased efficiency and decreased late deliveries.

However, Zelalem wants to bypass the company policy, which requires that items greater than Birr (Ethiopian 
currency) 4,000,000 receive prior Board approval. Thus, Zelalem ordered for each component part of the system to 
be purchased separately, each under Birr 4,000,000 limit, thereby avoiding the approval ‘trouble.’ Desta knows this is 
clearly wrong from the company and accounting procedure standpoints.

Six months later, the new computer system not working as expected. Desta indicates to Fentaw that he is wor-
ried about the new computer system’s problems and that the auditors will disclose how the purchase was made. 
Fentaw also acknowledges the situation by saying that production and sales are down. Zelalem wants to correct the 
problems by upgrading the system (with additional expense) and urges Desta to approve the additional expense. 
Decision: Desta agrees to approve the additional expense.

Annexure II.  PLS-SEM results for vignette 2 and 3, respectively
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