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Stages in Ethical Decision Making  
The stages of ethical decision making are as follows:  
1. Background of the Case: The background of the case including context, its origin and any other 

important details must be stated first. Questions like: (a) what is the problem?; (b) who is involved?; 
(c) when, where and how did it take place?; (d) why did it take place? should be asked. The ethical 
manager also needs to identify possibility of any missing information in the whole case and take 
appropriate assumptions before proceeding to the next step. 

2. Identification of Ethical Issues: The ethical manager is required to identify the ethical issues present in 
the case. The ethical basis of the case should be defined first. There can be multiple ethical issues 
identified from such analysis. He is required to make an initial estimation of the ethical dilemma 
present based on the identified issues and the main ethical conflict. 

3. Identification of Affected Parties: The ethical manager should try to identify the affected parties by 
looking at the case from their perspective. Stakeholders can be of two types: (a) primary (who are 
directly impacted); and (b) secondary (who are indirectly impacted) by the case. Conflicting interests 
among the stakeholders should also be identified. 

4. Identification of Consequences: The ethical manager is required to list the possible solutions to an 
ethical problem and identify the likely array of consequences from each solution in the light of 
existing legal framework. The ethical manager should also identify the nature (magnitude and 
probability) and timing (short term and long term) of benefits and harm one solution may entail on 
the affected stakeholders. The ethical manager may have to consider whether consequence is 
symbolic (decision that sends a message) or secrecy (the decision is not made public). 

5. Identify the Relevant Principles, Rights and Justice Issues: The ethical manager is required to identify 
the applicable ethical principles, rights (negative/positive) and justice (distributive or procedural) 
corresponding to the obligation related to the consequence of a possible solution.  

6. Assessing Character of the Ethical Manager: Ethical manager is required to assess his character in 
terms of the following: (a) how in the given circumstances a person with integrity would behave?; (b) 
what specific virtues are relevant in the situation?; (c) how would you feel if your action gets 
disclosed in the public?; (d) how would you like you to be remembered when you are gone?. The 
ethical manager also needs to consider his cognitive bias in taking decision based on a consequence. 
The ethical manager is also required to ask him whether his conscience is clear to judge an ethical 
issue. In doing so, the ethical manager may have to apply their moral philosophy. While moral 
philosophy in work environment is different from that of domestic environment, top management 
may help the ethical manager to inculcate moral philosophy which is otherwise difficult to achieve in 
a corporate environment. However, in other circumstances, they may refer to the corporate mission 
statement. If they fail to exercise their moral philosophy even after this, they may resort to whistle 
blowing. 

7. Identifying Potential Action:  The ethical manager should: (a) eliminate the totally unacceptable action 
(e.g. the one that cause harm to potential stakeholders); (b) assess which principles, rights and justice 
are upheld and violated by each remaining possible action and compare them with organisational 
values; (c) ensure that he is not forced to opt for a particular action; (d) ensure that he applies his 
own intuition in evaluating each potential action; (e) identify any other possible action that he may 
not have considered.  

8. Decision about Appropriate Course of Action: The ethical manager at this stage should: (a) evaluate 
which principle/rights/justice is more important from organisational point of view; (b) scrutinize all 
the possible action and choose an action of higher ideal that produces maximum benefit and lesser 
harm and that protects your own character; (c) develop a plan for carrying out the decision; (d) 
identify the weaknesses of the decision; (e) identify the stakeholders who may object to the decision 
and develop the arguments in favor of the decision.  

 
Ethical Case-1  



1. Fact of the Case: A junior member of staff has just returned to work after taking special leave to care 
for her elderly mother. For financial reasons she needs to work full-time. She has been having 
difficulties with her mother’s home care arrangements, causing her to miss a number of team 
meetings (which usually take place at the beginning of each day) and to leave work early. She is very 
competent in her work but her absences are putting pressure on her overworked colleagues. You are 
her manager, and you are aware that the flow of work through the practice is coming under pressure. 
One of her male colleagues is beginning to make comments such as “a woman’s place is in the home”, 
and is undermining her at every opportunity, putting her under even greater stress. 

2. Identification of Relevant Facts: You should consider (a) the firm’s policies, procedures and guidelines, 
best practice and, with legal assistance if required, applicable laws and regulations [Is there a staff 
handbook or similar internal publication?]; (b) whether it is your proper role to manage this sort of 
staff issue [Does the practice have a department responsible for personnel issues?] 

3. Consider the Affected Parties: Key affected parties are the ethical manager, the junior member of staff 
and her colleagues. Other affected members of staff may be in the personnel department. 

4. Exploring Ethical Issues: The ethical manager should consider not just whom you should involve but 
also why and when by asking the following: (a) can your professional body provide advice and 
guidance?; (b) do you have access to appropriate staff in the personnel department, or are you able to 
consult an external organization for confidential advice? 

5. Key Principles to be Addressed: The key principles to be addressed are:  
(a) Integrity: fair to all those involved and act in a straightforward manner. 
(b) Confidentiality: duty of confidentiality to the staff involved. 
(c) Professional Behavior: proceed so as not to discredit yourself, your profession or the practice for 

which you work.  
6. Course of Action: The possible courses of actions are to: (a) clarify staff procedures with the personnel 

department and take legal advice if required; (b) discuss the matter with the junior member of staff. 
[Possible solutions may include suggesting a more flexible approach to team meetings. Do these always 
have to be in the morning? At times, working from home may be an option for the junior member of 
staff]; (c) deal with the other member of staff, who needs to be reminded about proper conduct and 
how such behaviour may amount to harassment and be in breach of the organization’s code of 
conduct. 

7. Own Character: The ethical manager should demonstrate that he is behaving professionally and 
attempting to resolve the difficulties faced by the junior member of staff. 

 
Ethical Case-2  
1. Fact of the Case: You are one of three partners in a firm of accountants. Five years ago the firm was 

appointed as external accountants to a young, successful and fast-growing company, engaged to 
prepare year end accounts and tax returns. The business had started trading with a handful of 
employees but now has a workforce of 200, while still remaining below the size of company requiring 
a statutory audit. Due to your close relationship with the directors of the company (who are its 
owners) and several of its staff, you become aware that staff purchases of goods manufactured by the 
company are authorized by production managers, and then processed outside the accounting system. 
The proceeds from these sales are used to fund the firm’s Christmas party. 

2. Identify the Relevant Facts: You should (a) consider relevant accounting standards and any applicable 
laws and regulations; (b) determine the system currently employed for controlling staff sales and 
funding the staff Christmas party. 

3. Affected Parties: Key affected parties are you and your firm, your client company, its directors and 
staff, and users of the company’s accounts, including the tax authority. 

4. Exploring Ethical Issues: The reputation of your firm may be vulnerable, and you should disclose this 
ethical dilemma to your partners. Throughout the resolution process, you should keep your partners 
informed and be alert to any possible requirement to notify your professional indemnity insurers. It 
is not appropriate to discuss the matter with any of the staff of the client company, although the 
directors should be informed of the issue as soon as possible, and be involved in the resolution. 

5. Key Principles to be Addressed: The key principles to be addressed are:  
(a) Integrity: You should ask the following: (a) would omitting income from staff sales result in the 

financial statements and returns to the tax authority being misleading?; (b) is the practice 
dishonest, and what should be your involvement? 

(b) Objectivity: In view of the trust that has built up between you and your client, and the threat 
brought about by the familiarity you have with the directors and staff of the company, you should 
ask yourself how will you maintain your objectivity when deciding on a course of action? 



(c) Professional Competence and Due Care: You must ensure that the financial information that you 
produce on behalf of your client is in accordance with technical and professional standards.  

(d) Professional Behavior: You must decide how should you act in order to protect your reputation and 
that of your firm and your profession? 

6. Possible Course of Action: You should: (a) raise your concerns with the directors of the client company 
having brought the issue to the attention of your partners, and obtained the relevant details of the 
client’s system for accounting for staff sales; (b) determine whether the financial statements of 
previous years are likely to be misleading and, if so, consider your responsibility (or that of your 
client) to inform the relevant authorities (including the tax authority); (c) strongly advise the 
directors that a staff sales policy should be introduced to ensure that these sales are fully recorded in 
the company’s accounting system in the future; (d) explain to the directors the implications of their 
actions, and that you are safeguarding the interests of the company and its staff in advising how the 
situation may be rectified.  

7. Implementation: If the directors are co-operative, you should advise them of the recommended 
changes to the accounting system and how they might disclose the past undisclosed income to the tax 
authority. If the directors appear unwilling to change the system in respect of staff sales, you are 
obliged to disassociate yourself from any involvement with the company’s financial statements, and 
this will require your firm to resign as the company’s accountant. At any time, you may seek advice 
from your professional body. In view of your client’s conduct, you are obliged to consider your 
whistle-blowing obligations, and may have to report the matter to one or more authorities. You 
should document, in detail, the steps that you take in resolving your dilemma, in case your ethical 
judgment is challenged in the future. 

 
Factors governing Ethical Decision Making  
An attempt has been made to unearth the structural factors which influence individual ethical issues and 
help to resolve their ethical dilemmas. In order to measure ethical performance of an individual with an 
objective scale, Lawrence Kohlberg has developed Cognitive Moral Development model to gauge 
individuals’ moral maturity based on 6 dilemmas faced while taking decision. Limitations of Kohlberg’s 
model were addressed in Gilligan’s model on moral maturity. Both these models provided that 
compliance with ethical code doesn’t imply moral maturity and enlightened the factors of individual 
ethical performance. The factors are categorised under: (a) individual factors; and (b) situational factors.  
1. Individual Factors: The individual factors refer to personal characteristics of the individual which 

have a bearing on the ethical decision making. The individual factors are as follows:  
(a) Moral maturity: Persons ability to resolve their ethical dilemmas forms an important attribute. 
(b) Age: Person’s age has a direct bearing over their ethical decision making. Researchers have found that 

individual belonging to younger age groups can be easily nurtured on ethics in contrast to the older 
groups. 

(c) Gender: According to many researchers women are more ethical than men. But contradictory 
researches also show that gender diversity has no impact on ethical decision. In some studies this 
biological gender diversity has been replaced with traits. An individual with more masculine traits is 
more likely to exercise their dominating attitude and less likely to behave ethically. 

(d) Nationality: The country where the person belongs also has a bearing on ethical decision making. 
2. Situational Factors: In order to understand individual ethical performance in a better fashion, the 

situational environment under which the individual has to work and their socio-economic 
relationship with them has to be understood. For this reason, situational factors of ethics in very 
important. It can be grouped into following categories: 

(a) National Culture: According to some researchers, it has little impact over individuals’ moral reasoning. 
But according to many others, national values have a considerable impact on formation of ethical 
codes. Any guideline on ethics accepted internationally may be proved to be ineffective in any 
particular country based on its value system. 

(b) Organisational Culture: Organizational culture is one influencing factor for organizations’ growth. 
Personal values and emotions which are used to resolve individual ethical dilemmas find no place 
under an organizational set up. Here ethical decisions are made according to organizational ethics. 

(c) Group and Role: Inclusion of an individual under a formal grouping has a direct impact on individuals’ 
ethical role. Characteristics and dynamics of a group frames individuals’ ability to encounter and 
resolve ethical dilemma. Position of an individual in organizational hierarchy, strive to attain a 
superior position, conflicting social influence between different hierarchical groups often frame 
individuals’ ethical thinking. According to cognitive psychology, human being stores the memory 



sequence of individual actions in different life domains and act accordingly. This frames his values 
and norms for performance in work or non-work related groups. 

(d) Linguistic Framing: Words are issued to frame ethical issues for each particular situation. This is 
called linguistic framing. It provides a framework for taking ethical decision in different situation. 

(e) Place: Place has an important impact on ethical decision making. If individuals are placed with close 
proximity to the place which would have some impact on their human emotion ethical decision can 
be expected. 

As of now, personal traits and situational environment which have a direct bearing on ethical decision 
making of an individual have been discussed. But how, an individual resolve his ethical dilemmas within 
these two attribute is a matter of concern under situational ethics. Situational ethics identify some of 
factors which are construed while dealing with ethical issues. These issues are discussed as follows:  
(a) Nature of Consequence: It relates to the magnitude of one’s action. 
(b) The Social Consensus: It relates to social attitude of the individual. 
(c) The Possibility of Effect: It relates to possibility of happening of a particular consequence due to a 

particular action. 
(d) Temporal Immediacy: It relates to the speed with which the consequences can take place.  
(e) Proximity: It relates to the nearness of the person who is most affected by a particular action.  
(f) The Concentration of Effect: It relates to the number of persons affected by a particular decision. 
Ethical decision and resolving ethical dilemmas is only possible if individuals give lesser prominence to 
rules and procedure and give some priority to emotions and moral virtues.  
 

 
 
 
 
 

 


