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Abstract

Background: The discussion of the consequences of unethical behavior in the financial reporting process, in
itself, leads to other socio-economic consequences. This article explores how financial reporting immorality
triggers a flood of other unintended consequences and has detrimental effects on everyone in a community. It
is also explained that identifying and finding the causes of social and economic harms is preferable to solving
the problems that follow because, as the saying goes, prevention is better than cure.

Conclusion: Since the reliability and reliability of financial reports has a direct relationship with the moral
health of its producers, it seems necessary to find the root and cause of immoral behavior, meet the needs,
develop laws and deterrent penalties. And also spread values and virtues in society and the workplace. This
process will enable accountants to withstand the negative pressures of the workplace, carnal desires, and finan-

-

cial and economic problems, and to choose the path of ethics in two ways.
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Introduction

Along with the emergence of the concept of a
happy life and the primitive human thinking of the
two concepts of "good" and "evil", philosophers
brought to the fore different moral views in human
societies. Many philosophers make every effort to
answer questions such as, how should man behave

* Cotresponding Author: Email: zchuang34@gmail.com

Received: 12 Apr 2021
Accepted: 01 Jun 2021

and what is moral behavior? Has been steadfast.
When we talk about ethics and ethical values in fi-
nancial matters, we mean concerns about issues
such as conflicts of interest, disclosure of confiden-
tial information and misrepresentation of financial
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statements, and other similar measures to protect
the financial interests of some people.
After many years of moral transformation, today
human beings are faced with complex and compli-
cated problems and issues that are the result of im-
moral behaviors such as injustice, fraud, discrimi-
nation, deception, bias and many other things that
are the future of socio-economic life. It threatens
the human race. All human beings face moral di-
lemmas. Accountants are no different from other
human beings. They face many situations in their
work life. Situations that are tempted to do some-
thing immoral.
Accounting ethics was first introduced by Luca Pic-
cioli and later developed by government groups,
professional organizations and independent com-
panies, and was introduced as a set of rules that an
individual uses to control his behavior and Its crite-
ria are whether the actions are "right or wrong" (1).
Francis points out that accounting choices are an
activity in the realm of moral insight because of the
potential impact they have on society. Accounting
is explicitly important from the perspective that it
can change the world, it can overshadow the lives
of others (2). Therefore, accountants, as financial
reporting specialists, need to adhere to a code of
professional conduct to prepare reliable financial
reports.

In accounting, the main source of ethical principles

to which it refers is the code of professional con-
duct. However, the mere existence of a code of pro-
fessional conduct does not necessarily mean a com-
mitment to it. In addition, no code of professional
conduct can address any potential moral issues
faced by the professional.(Y)
In this article, it is believed that the main soutrce of
adverse economic and social consequences is the
neglect of ethical values in the financial reporting
process. Undoubtedly, identifying and finding the
causes of social and economic harms is preferable
to solving the problems that follow, because, as the
saying goes, prevention is better than cure.

Immoral consequences in the financial re-
porting process
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The debate over the consequences of unethical be-
havior in the financial reporting process in itself
leads to other socio-economic consequences. It
goes on to explain how financial reporting immo-
ralities cause a flood of other adverse consequences
and have detrimental effects on everyone in a soci-
ety. Some of these consequences are:
1. Loss of public trust in accountants and ac-
counting products
Society trust is one of the vital components of to-
day's civilization, which means people trusting a
certain group of other people or trusting their prod-
ucts. This trust can be sustained as long as the rights
and interests of members of society are faitly pro-
tected, and it is damaged when an individual or
group of individuals unfairly and fraudulently pri-
oritizes their own interests over the interests of oth-
ers in society.
In recent years, accountants and auditors of large
companies such as Enron, Tyco, Rite Aid, Word
Com, Grace, Cendant, Sun Beam, Livent, and An-
derson have resorted to accounting fraud to report
higher profits and deceive investors. Have been au-
dited. In these companies, ethics has been sacrificed
for profit, and the misconduct of accountants and
auditors has led to a crisis and public distrust of ac-
counting products (4).

It seems that the inefficiency of the capital market
in relation to accounting information in many
countties is due to people's lack of trust in corpo-
rate accounting information. The decline of the po-
sition of accountants and auditors in society may
cause information users to refrain from referring to
them for their financial and economic decisions be-
cause they consider accountants to be unreliable
and unreliable people. The community's lack of
trust in accountants and their products in the long
run will reduce the demand for accounting and au-
diting work, and the community will likely turn to
other available and valid information to make deci-
sions. Lack of public trust destroys the dignity of
the accounting and auditing profession, which
alone will lead to huge and irreparable costs for so-
ciety.

2. Ignoring the rights of the government and
consequently reducing social welfare
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The government, as one of the stakeholders of the
business unit, has a right to the interests of the com-
panies. According to the law, economic units are
obliged to transfer part of their annual revenues to
the government, because the government has pro-
vided the security for trade, and in fact, in the ab-
sence of government bodies and organs, safe and
regular trade will not be possible. Unethical finan-
cial reporting will typically disregard the rights of
many stakeholders, including the government.

The past tax structure in Iran is shaped in such a
way that tax revenues constitute a small share of to-
tal government revenues. Due to the existing short-
comings, especially the unrealistic declaration of in-
come by taxpayers and consequently tax evasion,
every year we see the failure to achieve social justice
and the projected goals of the government (5). If
the managers and accountants of companies ma-
nipulate the calculation of taxable profit accounting
methods and ignore ethical values, the government
and consequently all members of society will suffer.
Because the tax received from the people of a soci-
ety, again but in a different way goes back to the
people themselves. It is worth noting that in the
government's financial system, first all revenues are
deposited in the treasury account and then, with the
approval of the budget, the revenues are spent on
the designated expenditures. Obviously, as govern-
ment revenues increase, so does the share of each
member of society in government revenues. How-
ever, if taxpayers refuse to report and provide accu-
rate financial information and try to deceive gov-
ernment officials, it will reduce public welfare and
social justice. Immorality in financial reporting, the
preparation of unrealistic tax returns and the lack of
a tax culture in the minds of financial information
providers may, for years, keep the government in
the seat of the oil-based economy and, unlike the
financial system of developed countries, only
through sales. Underground resources can make up
for most of their lack of funding. It is possible that
most experts and experts in recent decades have
warned of the depletion of underground resources
in the near future (6-8).

3. Increasing court costs and lawsuits and re-

ducing the value of the company

In cases where companies determine the remuner-
ation of their managers based on the company's net
profit, based on the reward hypothesis of positive
accounting theories, it is predicted that in this situ-
ation, managers to increase their remuneration and
wages from certain accounting methods. They use
that to transfer the profit of the future period to the
current period. Ethical and human values are often
ignored in the choice of these methods. These im-
moral behaviors of managers, which are purely op-
portunistic and focus only on their personal inter-
ests, are likely to lead landlords to file lawsuits
against managers to prove their illegal actions. An-
nouncing the news of the owners' complaint against
the managers of a company is considered as bad
news in the market for that company. In this situa-
tion, it will be clear to the market that the people
responsible for preparing the financial statements
are unreliable and unreliable people. However, how
can users rely on the information provided by these
individuals? Tensions and conflicts between own-
ers and managers will bear more of the costs of
missed opportunities for production and competi-
tion than the financial costs of litigation. This is
likely to reduce the value of the company's stock in
the capital market and ultimately lead to a decrease
in the value of the company and the wealth of
shareholders (9).

4. Loss of financial resources, bankruptcy and

collapse of business units

Many users, including banks, base their decisions
on corporate accounting information and act on
that information. Providing incorrect information
leads to incorrect decisions. For example, imagine a
company that is not in a good financial position and
decides to display its corporate debt ratio on the
balance sheet in an unethical way in order to receive
the facility, in order to be able to receive the facility.
In this case, the bank or lending institution may de-
cide to lend to the company based on this incorrect
information. With this action, the company's man-
agement has not only increased its previous debt,
but will probably lose the ability to pay the interest
amount and repay the original loan on the due date.
Also, by delaying the payment of loan installments,
the penalties for annual bank arrears will increase
their debt. In this case, the creditor may acquire the
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documents he has received from the company as a
supporter through the judicial authorities. This sit-
uation is likely to bring the company to the brink of
bankruptcy. Customers may become aware of the
company's financial distress and, for fear of losing
their parts and equipment manufacturer, enter into
future contracts with competing companies, and
many other issues (10-12).
Most experts consider only financial and economic
problems as the main cause of companies' bank-
ruptcy, while with a little reflection, it can be under-
stood that the main root of this factor can be the
unethical decisions and behaviors of company
managers. The collapse and destruction of many
companies has many other social and economic
consequences. Many large companies affect the
lives of thousands. Any unfavorable performance
of these companies, in addition to the wealth of
owners and suppliers, also affects the job security
of their employees. Bankruptcy, for example, leads
to the unemployment of many of their employees,
and the phenomenon of unemployment itself is a
direct path to many social ills, the consequences of
which, such as poverty, addiction and divorce, can
be a serious threat to the destruction of human civ-
ilization.
5. Coditying and regulating new and restric-
tive laws and regulations
Sometimes the immoral behaviors of individuals in
a society can also have favorable and favorable con-
sequences. Perhaps one of the best consequences
of immorality is the enactment of new laws and reg-
ulations to support future generations and a pow-
erful stimulus to control and prevent the recurrence
of crime. For example, in the case of financial re-
porting scandals in recent decades, we can refer to
the passage of the Sarbanes-Oxel 10 Act. Under the
law, heavier and more severe fines are imposed for
fraudulent financial activities. The bill became
known as the Sarbanes-Oxley 2002 Act, or Sar-
banes, as a result of the passage of the US federal
law as a result of the support of Paul Sarbanes in
the US Senate and Michael J. Oxley, a Republican
in the US House of Representatives (13-14).
Immoral behavior in the financial reporting process
will eventually affect the producers and approvers
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of financial reports, which will result in severe pen-
alties and irreparable penalties. If we are to expand
the discussion to a level beyond the material world,
then there are metaphysical issues that have been
discussed in most religions, which, in order to be
beyond the scope of this article, we will not address.
It is preferred that the study be postponed to an-
other time and it should be left to qualified re-
searchers to explain.

Conclusion

Whenever value issues are raised, there are always
a number of proponents and opponents who, in
order to solve the existing problems and prob-
lems, enter the field of discussion along with the
value discourse, which is a natural thing. In any
case, from the point of view of this article, in order
to solve moral problems and problems, finding
their root and existence is the first and most im-
portant step to neutralize its effects, because, as
the famous saying goes, water must be removed
from the soutrce.
Therefore, the reasons for all immoral and inhu-
mane behaviors in the accounting and financial re-
porting process do not seem to be outside the in-
dividual spheres and environmental conditions:
e Financial and economic problems of financial
statement preparers
e Lack of supervision over the correct implemen-
tation of laws and lack of appropriate deter-
rents
e Environmental pressures governing the busi-
ness unit, such as the requirements of credit
agreements

e Weakness of faith and human beliefs of ac-
countants and greed of financial report prepar-
ers

Of course, the correct prioritization of the above
cases requires field research and operational re-
search, which it is suggested that future re-
searcher's study and test.

Since the reliability and reliability of accounting
products is directly related to the moral health of
its suppliers, in the second step, it is necessary to
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meet the needs, develop laws and deterrent pun-
ishments, and also expand the values and virtues
in society and the workplace. To institutionalize
the human and moral spirit in accountants. This
process will enable accountants to withstand the
negative pressures of the workplace, emotional
cravings, and financial and economic problems.
Therefore, it is necessary to choose the path of
morality in the two ways of carnality and to make
conscientious and humane decisions in difficult
situations, for a simple reason: ""To support the fu-
ture life of our children."
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