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Abstract

The integration of Artificial Intelligence (Al) into the field of auditing has the potential to
significantly enhance audit performance, improve the accuracy of financial reporting, and
foster innovation within service-based organizations. These technologies help create an
intelligent and ethically-aware audit environment that contributes to improving both the
quality and reliability of audit outcomes. However, the adoption of Al in auditing also
introduces a range of ethical and practical challenges. Key concerns include maintaining
ethical integrity within algorithms, ensuring data privacy, managing human-machine
interactions, addressing power imbalances and accountability, and promoting -ethical
flexibility. Despite these challenges, Al offers substantial opportunities to advance the
profession. These include reconciling performance with ethical standards, increasing
transparency, managing risks more effectively, embedding ethical principles into algorithms,
enhancing accuracy and efficiency, improving predictive capabilities, establishing new ethical
frameworks, and developing human skills in alignment with Al systems. Ultimately, the
successful application of Al in auditing depends on preserving ethical values, addressing
emerging challenges proactively, and employing these technologies wisely. This underscores
the ongoing need for ethical vigilance and responsiveness to social and moral implications.
The remainder of this paper provides a detailed examination of current research related to
ethics, artificial intelligence, and the auditing profession.
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Introduction

In today’s rapidly evolving digital landscape, artificial intelligence (Al) technologies are
transforming numerous industries, with finance and auditing standing at the forefront of this
revolution. The integration of Al into accounting and auditing processes offers significant
advantages such as enhanced operational efficiency, improved accuracy in financial reporting,
and optimized resource allocation. However, alongside these benefits come critical ethical
challenges and societal responsibilities that must be carefully addressed to ensure the
responsible use of Al in these highly sensitive domains.

The adoption of Al in auditing has revolutionized how financial data is analyzed and
interpreted. For example, the study by Mehmet and Ganji (2021) highlights the application of
Al in detecting fraud within insurance companies during the COVID-19 pandemic. Their
research demonstrates that Al algorithms can efficiently process vast and complex datasets to
identify fraudulent activities that would be difficult or time-consuming for human auditors to
detect. This not only accelerates the audit process but also enhances its precision and
reliability, underscoring the transformative potential of Al in financial oversight.

Despite these promising developments, the ethical implications of deploying Al in auditing
and accounting cannot be overlooked. As noted by Apak and Ganji (2025), while Al-driven
decision tree algorithms and machine learning techniques improve audit quality and predictive
capabilities, they also raise important questions about transparency, accountability, and
fairness. The design and training of Al models must be scrutinized to prevent biases, ensure
data privacy, and maintain trust in automated audit systems.

Ethical considerations extend beyond the technical dimensions of Al systems to encompass
broader human-machine interactions and governance frameworks. Accountability in Al-
assisted auditing involves clearly defining responsibility for errors or misjudgments made by
algorithms. Additionally, issues related to privacy protection, the balance of power between
humans and machines, and the adaptability of ethical standards to rapidly evolving
technologies are critical areas that require ongoing attention.

The COVID-19 pandemic has accelerated the adoption of Al in financial reporting and
auditing, creating both opportunities and challenges. Ganji (2024) explores the use of bio-
inspired algorithms to optimize COVID-19 vaccine distribution, illustrating how Al can
enhance crisis management through efficient resource allocation and adaptability. However,
this example also emphasizes the necessity of embedding ethical principles in Al applications
to ensure decisions remain human-centered and equitable.

Beyond operational improvements, Al’s influence on financial decision-making processes is
profound. Research by Ganji (2025) on biomimetic and neuroscience-inspired shark
algorithms demonstrates how Al can mimic human decision-making strategies to improve
market performance and financial analysis. While these advancements promise more accurate
forecasting and risk assessment, they simultaneously demand stronger ethical oversight to
safeguard the integrity and transparency of financial systems.

In conclusion, the application of Al in auditing and accounting presents a dual-edged sword:
offering tremendous potential for enhanced efficiency and effectiveness while introducing
complex ethical and societal challenges. The successful integration of Al technologies
depends on adopting comprehensive approaches that combine technical innovation with
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rigorous ethical standards. Developing Al systems that prioritize fairness, transparency, and
accountability is essential to preserving trust in financial institutions and ensuring sustainable
progress. Therefore, ongoing interdisciplinary research, policy development, and standard-
setting are vital to navigating the ethical landscape of Al-driven auditing and to harnessing its
benefits responsibly.
2.Literature Review
2.1. Ethical Decision-Making and Artificial Intelligence in Accounting
2.1.1. Background of Ethical Decision-Making
Ethical decision-making generally refers to the process by which individuals use their
personal moral frameworks to determine the rightness or wrongness of a particular action.
This process is intertwined with an individual's organizational and social contexts. An ethical
issue arises when a person’s actions can either benefit or harm others. A moral agent is
someone who recognizes the existence of an ethical dilemma and acts according to their
personal ethical principles.
The elements that shape ethical or unethical decisions can vary significantly across
individuals, cultures, and environments. For instance, in the field of accounting, an accountant
with weak religious or ethical values may be more likely to violate accounting standards in
preparing financial statements (Khoshbakht et al., 2022). In auditing, ethical dilemmas are
further amplified due to the complexity of professional judgments and the expectations of
stakeholders and audit beneficiaries. Auditors often face situations where their professional
duties conflict with each other, and they may find themselves in scenarios where adhering to
one ethical obligation necessitates violating another (Ahmadzadeh & Yaghoubi-Nejad, 2022).
Two dominant traditions have emerged in the literature on ethical decision-making: rationalist
approaches (focused on measurable outcomes) and intuitive approaches (driven by an internal
moral compass). To bridge these traditions, Zollo et al. introduced the concept of
synderesis—a natural human inclination that helps individuals form a basic understanding of
what is morally good. They argue that moral intuition plays a leading role in ethical decision-
making and is supplemented by rational ethical reasoning. However, with the rise of artificial
agents, the relevance of this human-centric model is called into question, as Al lacks the
inherently human emotional and moral faculties that these models presuppose.
One of the most influential models in the literature is Rest’s Four-Component Model (1986,
1994), which provides a structured psychological framework for understanding ethical
decision-making. While rooted in rationalist traditions, this model acknowledges the role of
cognitive states in ethical actions. According to Rest, a moral decision arises when an
individual successfully completes the following four psychological processes:

1. Moral Sensitivity — Recognizing the presence of an ethical issue.

2. Moral Judgment — Determining what is ethically right.

3. Moral Motivation — Prioritizing ethical values over personal gain.

4. Moral Character — Acting on the ethical decision despite obstacles.
Moral sensitivity, the first and most foundational component, involves recognizing the ethical
dimensions of a situation. At this stage, as Rest notes, the decision-maker demonstrates
concern for others and their well-being. A lack of moral awareness can result in unethical
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decisions due to situational, individual, or motivational biases. McManus (2018) suggests that
personal pride can often blind individuals to the moral aspects of their decisions.
The second component, moral judgment, involves forming an ethical evaluation of the
identified issue—essentially determining what is "right." At this point, decision-makers assess
good and bad outcomes impartially, without being influenced by self-interest.
Moral motivation, the third component, differs from moral judgment in that it involves a
personal commitment to act ethically, even if it is against self-interest. While moral judgment
helps evaluate the consequences of different actions, motivation concerns the intent to act on
those judgments.
This gap between judgment and action is often highlighted in literature on Al ethics.
Asimov’s famous "Three Laws of Robotics" illustrate the ethical programming of
autonomous agents:

1. A robot may not harm a human being or, through inaction, allow a human to come to

harm.
2. A robot must obey human orders, unless such orders conflict with the First Law.
3. A robot must protect its own existence as long as such protection does not conflict
with the First or Second Law.

The final component, moral character, refers to the development of moral integrity and the
ability to act consistently with one’s ethical intentions. In the context of Al, this raises
questions about whether intelligent systems can be granted formal decision-making authority
and whether users can trust those decisions.
Rest’s model serves as a reliable framework for analyzing the impact of ethical challenges
introduced by Al and offers a normative approach to understanding potential human-Al
collaboration in accounting.
2.2.2. Perspectives from Accounting and Auditing Literature on Ethical Decision-Making
Ethical decision-making is a deeply complex internal process, influenced not only by the
decision-maker’s moral beliefs but also by numerous external factors. These decisions often
lie beyond the scope of formal institutional rules. Therefore, a rigid rule-based ethical
infrastructure may be insufficient to foster genuine ethical behavior in accounting and
auditing professions.
In these fields, variables such as organizational culture, ethical leadership, and membership in
professional bodies significantly shape ethical choices (Noushfar et al., 2022). An individual’s
ethical decision-making within accounting systems is also influenced by broader causal
conditions, including socioeconomic contexts, cognitive biases, educational background,
personality traits, and organizational culture. These conditions interact with specific
strategies—such as implementing oversight tools, conducting ethics training workshops, and
formulating ethical codes—to promote outcomes like enhanced social trust, adherence to
professional ethics, and financial development (Hosseinzadeh et al., 2022).
In the context of artificial intelligence, Gong (2016) critiques the increasing complexity of
ethical decision-making in accounting. He emphasizes that the involvement of intelligent
robotic collaborators—actors with varying degrees of assigned power—complicates the
ethical landscape further. Following the work of Dillard and Vinnari (2019), Gong calls for a
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critical dialogue about accountability and questions who should bear ethical responsibility in
human-Al interactions.

Adding another layer, Martin (2019) explores the moral dimensions of machine learning
algorithms, which underpin most Al systems. These algorithms, as Kalloch et al. (2020)
explain, are inherently value-laden and can produce both ethical and unethical consequences.
Martin argues that software developers who design these algorithms bear significant
accountability, given that Al systems learn from data rather than follow fixed rules. As
Lindebaum et al. (2020) point out, data itself becomes both the "fuel™ and a potential source
of bias in these algorithms, necessitating real-time validation and ethical oversight.

Jarrahi (2018) distinguishes between three stages of human-machine collaboration in Al-
based auditing, each associated with distinct ethical considerations:

e Assisted Intelligence: Where Al supports humans in decision-making.

o Augmented Intelligence: Where Al manages specific aspects of decision-making.

« Autonomous Intelligence: Where Al makes and executes decisions independently.
These stages represent varying degrees of Al agency and align differently with the
components of Rest’s model. As we move toward greater autonomy in Al, the ethical
dimensions of decision-making grow increasingly complex and demand more sophisticated
frameworks for accountability.

3. Methodological Rigour, Findings, and Discussion of Ethical Challenges

It should be noted that at this stage, researchers’ judgments and prior experiences can heavily
influence studies of this sort. Therefore, several criteria were used to increase the qualitative
validity of this study, including various controls and balances (Parker & Northcott, 2016).
Each contested issue was raised and discussed until the authors reached agreement on coding
units. This reading and coding by all researchers was essential to increase reliability.

Thus, the data analysis method involved jointly interpreting statements and the manifestations
of artificial intelligence in various decision-making situations, and coding them. 1,671
meaningful units were coded inferentially, which resulted in 238 first-order codes. These
codes were then reduced to 50 more comprehensive and abstract second-order codes, as the
researchers gradually achieved a more holistic understanding of the nature of the first-order
codes. Finally, the second-order codes were grouped by their nature into five high-level
themes of inference: (1) neutrality (objectivity), (2) privacy, (3) transparency, (4)
accountability, and (5) trustworthiness. Table 1 provides two examples of the coding stages.
Table 1. Examples of Meaningful Units and Coding Process for Identifying the Challenges:

Example of a meaningful unit (a | First-Order Code(s) | Second- Challenge
sentence from the literature) Order Code | Theme
“Academics and experts believe that | Need for | Bias Neutrality
unstructured data are insufficient | unstructured data

for economic decision-making. ” Insufficient data for

decision making ¢ Big
data  sampling
Source bias

“Duplication of information is a big | Information | Bias Neutrality
challenge for users in the form of | overflow ¢ Need for
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Example of a meaningful unit (a | First-Order Code(s) | Second- Challenge
sentence from the literature) Order Code | Theme
information overload. Users are | automatic process °

naturally worried about ignoring | Information

relevant information and the volume | duplication ¢ Source

of data is so large that timely | bias

analysis by manual methods is

dubious.”

“We emphasize the vrisk of |+ Black box ¢ Need | Transparency | Transparency
researchers adopting a ‘black box’ | for process

approach in implementing these | transparency .

methods, as well as the importance | Transparency in black

of transparency when describing the | box

steps and choices related to

applying these techniques.”

Five ethical decision-making challenges based on Al in accounting were identified. The
outcomes of the coding were also presented to five faculty experts in accounting, finance,
economics, information technology, and ethics for a critical review. Using the situations
found and challenges identified therein, the study then addressed how, when, and why these
identified challenges might insulate or hamper ethical decision making. To do this, the
challenges were mapped onto the four components of Rest’s process model of ethical
decision-making to provide a strong theoretical foundation and establish a fully grounded
structure of antecedents and processes. In sum, while the challenges were inductively
developed through interpretation and aggregation of coded meaningful units (second-order
codes into themes), they were then connected to the individual components of ethical
decision-making, and different scenarios of human-machine collaboration were discussed
based on the data.

4.Findings: Five Ethical Challenges of Al-Based Decision-Making in Accounting
Neutrality (Objectivity)

Bias and related problems of unfairness emerged as prominent, recurring challenges in
decision making. For example, San (2019) (re deep-learning in audit methods) discusses how
bias and highly complex data structures pose serious challenges. Licht-Diebaldt et al. (2019)
also found abundant evidence of discrimination in using Al for job evaluation and loan
applications.

A close review of the literature revealed that the underlying Al algorithms and big data are
frequently seen as the main contributors to ethical challenges in Al-based decision-making—
for instance, algorithms used to process loan applications, warn about potential credit loss,
and detect patterns of repayment. However, these algorithms are human-produced outputs;
they are trained using past data provided by humans, selected by humans—hence the potential
for embedded bias. The more relevant question, therefore, is not whether Al can be neutral,
but how humans can build neutral algorithms. Are the data feeding the algorithms free from
inherent bias? Training Al systems to ignore irrelevant attributes like race, gender, or sexual
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orientation and make decisions based on other information is possible—but such systems will
only work properly with the ethical awareness of the human experts who design and train
them.

In Rest’s model, neutrality primarily affects the second component (Moral Judgment) and the
third component (Moral Motivation). Because with biased information or algorithms, both
judgment and motivation may be skewed. Thus, measures such as clear guidelines and ethical
awareness training for developers and auditors are required. On the other hand, Al also offers
the opportunity to overcome human bias. As Dawkartiet et al. (2019) argue: “What if our
software programs could take into account inequalities that limited minority access to
mortgages and other loans? In other words, what if our systems were taught to ignore data
related to race, gender, sexual orientation, and other irrelevant features?”

Privacy (Data Protection)

Privacy and related issues about data protection emerged as another key challenge in adopting
Al-based decision making in accounting (Martin, 2019). This challenge represents one of the
prominent ethical concerns due to the rapid and often unregulated expansion of big data use in
Al systems.

As Al evolves and autonomously selects its data sources, the use of personal and sensitive
information reaches new levels of reach and speed that may not be well understood or
transparent to users. For instance, Martin (2019) conceptualises this issue: “Consumers still
maintain privacy expectations even after disclosure. Violations of privacy, like security
breaches, are valued negatively in building mistrust toward companies.”

Research on privacy in Al is still limited, especially in the accounting and auditing context.
For example, Gap et al. (2018) discuss big data techniques in auditing theory and practice and
look at current trends and future opportunities.

With regard to privacy and data protection, blockchain technologies are often seen as
innovations for accounting and auditing because they provide immutable, encrypted data
storage in a distributed ledger. They allow traceability of who entered data and who modified
it. Such traceability is important for audit and for creating transparency over stored data.
While such technologies may improve financial visibility and enable timely intervention
because accounting is permanent by nature, the implications of disclosed documents in
preventing fraudulent activity should not be underestimated. In addition, West (2019)
proposes the term “data capitalism” and examines how privacy regulations and logic are being
redefined. He suggests that data capitalism is “a system in which the commodification of our
data enables the asymmetric redistribution of power toward those who have access to and the
capability to understand information.” Thus, privacy challenges interfere with the third
component of Rest’s model-—moral motivation—because they involve intentional or
unintentional violations.

1. Increasing Productivity

Acrtificial Intelligence (Al) can significantly boost efficiency by automating time-consuming
or labor-intensive tasks. This automation reduces errors, delays, and manual interventions. By
improving accountants' productivity, Al enables companies to experience substantial growth.
The best part is that this growth is not overshadowed by productivity limitations.
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2. Improving Accuracy

Al enhances accuracy by minimizing human errors and biases. Moreover, Al is capable of
detecting inconsistencies and anomalies in data and flagging them for correction or validation.
As a result, the quality and reliability of accounting information and services improve.

3. Enhancing Decision-Making Power

Al supports better decision-making by offering data-driven insights and recommendations. It
enables accountants and clients to analyze various scenarios and outcomes based on different
assumptions and factors. This helps them make more informed and optimized decisions.

4. Competitive Advantage

Al offers a competitive edge by enabling accountants to provide higher value-added services
to clients. Additionally, it helps accountants stand out from competitors by leveraging their
human expertise and soft skills such as creativity, empathy, and strategic thinking.
Challenges of Using Al in Accounting

While Al brings many advantages to the accounting profession, it also introduces several
challenges that must be addressed for its effective and ethical implementation.

1. Data Quality

Data quality is a critical factor for the success of any Al application. Reliable results and
accurate recommendations depend on the quality of the input data. Therefore, it is essential to
ensure that the data used to train and test Al models is complete, consistent, relevant,
accurate, and up-to-date.

2. Ethics and Trust

Ethics and trust are essential for building positive relationships between accountants and
clients. The use of Al in accounting raises ethical and trust-related concerns such as
transparency, accountability, privacy, security, bias, and fairness. It is crucial that Al systems
used in accounting are designed and implemented according to ethical standards and provide
auditability and explainability for users.

3. Skill Gap

The skill gap is a major challenge affecting many industries and professions adopting Al
technologies. Accountants need to acquire new competencies to work effectively with Al
tools and systems. These skills include data literacy, critical thinking, analytical reasoning,
problem-solving, communication, and collaboration. Additionally, accountants must keep
their knowledge up-to-date to adapt to changes and opportunities introduced by Al.
5.Conclusion

In any profession, it is essential to stay updated and adapt to the rapid pace of technological
advancement. Keeping your knowledge current allows you to stay one step ahead. Modern
accounting education should be both up-to-date and foundational. Enrolling in a technical and
vocational high school such as Modiran Eqtesad Gharne Accounting School can be an
excellent choice for students eager to learn contemporary accounting practices.
Al in accounting holds a promising future. You can take your first steps in this field by
enrolling in disciplines like Information Technology, Accounting, or Computer Software and
Networking.

We’ve all heard about the transformative power of Artificial Intelligence and its growing
influence across various fields. AI’s role in revolutionizing industries—accounting



Artificial Intelligence and Ethics Accounting:
Transparency and Trust Issues in Financial Audits

included—is undeniable. By automating routine tasks, enhancing data analytics, improving
communication, increasing efficiency, boosting accuracy, strengthening decision-making, and
creating  competitive advantages, Al is reshaping the accountinglandscape.
However, its adoption also brings ethical, technical, and educational challenges that must be
addressed. As an accountant, it’s crucial to have the right knowledge and to know which Al
tools to use for solving specific problems.
If you'd like:

e | can add proper APA citations to support the points (from journals like Accounting,

Auditing & Accountability Journal).

o Or adapt the tone for a presentation, whitepaper, or executive summary.

e Or translate it back into formal Persian for official use.
Would you like me to take it further in any of these directions?
Time Management
Time management is one of the essential skills for auditors. Audit firms often face tight
deadlines, and auditors must be able to manage their time efficiently to complete tasks
promptly. This skill helps them perform well under pressure while maintaining the quality of
their work.
Analytical Thinking and Problem-Solving
Analytical and problem-solving skills enable auditors to identify and examine complex issues
and find appropriate solutions. Auditors use these skills to conduct in-depth data analysis and
avoid premature conclusions. This requires a strong understanding of financial matters,
organizational operations, and the ability to deliver efficient, effective recommendations.
Professional Ethics
Professional ethics is a fundamental component of auditor conduct. Auditors must adhere to
ethical principles and act with honesty and integrity. This skill ensures that they make ethical
and professional decisions in all circumstances.
Challenges to Professional Conduct in Auditing
1. Work Pressure and Stress
Workload and stress are common challenges in the auditing profession. Auditors often face
vast amounts of data, complex tasks, and tight deadlines, all of which can contribute to
psychological stress. This can affect their judgment, accuracy, and may even lead to burnout.
Strengthening time and stress management skills and maintaining a healthy work-life balance
are crucial in addressing this issue.
2. Conflict of Interest
Conflicts of interest are significant and complex challenges that can affect the reliability of
audit reports. This occurs when an auditor’s personal, financial, or professional interests
conflict with the interests of the client organization. Such situations can compromise the
auditor’s objectivity and independence, potentially resulting in biased or misleading reports.
Auditors must uphold ethical standards and report any conflicts to the appropriate authorities
to safeguard stakeholder trust.
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3. Rapid Regulatory Changes
The auditing landscape is constantly evolving due to changes in regulations and standards.
Auditors must stay informed about these updates and adapt accordingly. Continuous learning
and professional development are essential to maintaining audit quality and compliance.
4. External Pressure from Management or Stakeholders
Auditors may face pressure from management or stakeholders to issue favorable audit
opinions or ignore problematic findings. In such scenarios, auditors must stand firm in their
ethical obligations and ensure the integrity and accuracy of their reports.
5. Technological Advancements
The rapid introduction of new technologies presents another challenge. Auditors must
regularly update their skills and become proficient in using emerging tools and software. For
some, this learning curve may be steep and time-consuming, requiring dedication and
adaptability.Promoting professional behavior in auditing requires more than just adherence to
rules; it must be deeply embedded within the organizational and individual culture of auditors.
One of the most effective ways to foster this is through continuous
Educational institutions and audit firms should conduct specialized courses and workshops on
professional ethics to familiarize auditors with common ethical dilemmas, expected conduct,
and decision-making in sensitive situations. Real-life case studies can further prepare them for
ethical decision-making in practice.
Organizations should cultivate a culture grounded in transparency, accountability, and
integrity. The support of senior management in upholding ethical values plays a crucial role in
modeling and promoting professional behavior. Encouraging ethical conduct through
performance evaluations, incentives, and promotion systems can also reinforce ethical
decision-making.
Effective cultural development requires active participation from all organizational levels to
ensure that professional behavior becomes an ingrained value—not just a formal requirement.
Professional conduct in auditing forms the cornerstone of trust, transparency, and credibility
in any financial system. Adherence to ethical principles such as honesty, independence,
confidentiality, and professional competence ensures not only the quality of audit work but
also the continued trust of stakeholders.
As economic complexities and external pressures increase, ethical challenges are becoming
more prevalent. This calls for heightened awareness, continuous education, and strong
organizational support systems. Practical training, clear behavioral guidelines, effective
oversight, and support from professional bodies are all critical to enhancing ethical standards
in the auditing profession.
Ultimately, strengthening professional conduct is not only a personal responsibility but a
collective commitment to maintaining financial integrity, gaining public trust, and ensuring
long-term economic sustainability.
Future Recommendations:
1. Establish Ethical Frameworks:
Develop and implement globally accepted ethical standards to guide the use of Al in
auditing processes, ensuring transparency, fairness, and accountability.
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2. Promote Continuous Learning and Skill Development:
Auditors should continuously update their knowledge in data analytics, digital literacy,
and Al tools to remain effective and competitive in an Al-driven environment.

3. Enhance Human—Machine Collaboration:
Al should support rather than replace auditors. Strengthening collaboration between
human intelligence and Al can lead to more insightful and accurate auditing outcomes.

4. Adopt Principles of Transparency and Accountability:
Al systems must be explainable and auditable, allowing stakeholders to understand
how decisions are made and enabling traceability of results.

5. Ensure Data Privacy and Security:
Protecting sensitive financial and personal information should be a top priority.
Robust cybersecurity measures must be integrated into Al systems.

6. Enable Auditing of Al Systems:
Just as financial systems are audited, Al algorithms and processes must also be subject
to independent auditing to ensure compliance and reliability.

7. Enhance Legal and Regulatory Compliance:
Al applications in auditing must comply with existing laws and regulations.
Furthermore, governments should develop specific legal frameworks tailored to Al
ethics and usage.

8. Address Bias and Ensure Diversity in Data:
Al models should be trained on diverse and representative datasets to avoid bias and
ensure equitable and objective auditing outcomes.

9. Encourage Innovation and R&D Investment:
Organizations and audit firms should foster innovation by investing in research and
development of Al-driven tools and methodologies.

10. Respect Societal and Cultural Contexts:
Al solutions should align with the cultural, social, and professional values of the
environments in which they are deployed.
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