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Highlights:

1. Psychological safety is one of the fundamental human needs and a key factor influencing
professional behavior. This safety enhances individual well-being, team cohesion, and the
quality of auditing. Psychological safety is shaped by professional pressures, personal traits,
and job-related circumstances.

2. Psychological safety among internal auditors contributes to improved quality, effectiveness,
and professional independence. Individual, organizational, and environmental factors all play a
role in shaping this safety, which in turn increases the auditors’ willingness to report financial
misconduct.

3. The present study identified 4 overarching themes, 11 organizing themes, and 55
basic themes. These include professional awareness, effective communication, continuous
development, and the stimulation of social identity. Quantitative findings indicate a positive
impact of psychological safety on the tendency to report financial violations.

4. Psychological safety plays a critical role in enhancing performance, independence,
and transparency in auditing. A comprehensive framework of psychological safety has been
developed based on psychological theories. The study’s themes—professional awareness,
effective communication, professional development, and social identity stimulation—highlight
how psychological safety fosters transparency, public trust, and financial health within
organizations.

Abstract:

Psychological safety, as an invisible bridge between the individual and the workplace,
plays a crucial role in shaping professional behavior. This concept serves as a prerequisite
for achieving justice, transparency, and accountability within organizations. Internal auditors,
as guardians of financial and ethical integrity, require such safety to act courageously and
impartially. This mixed-method study investigates the impact of psychological safety on
internal auditors’ willingness to report financial misconduct and enhance audit quality. In the
qualitative phase, thematic analysis and expert interviews were used to identify key components
of psychological safety. In the quantitative phase, structural equation modeling and Smart
PLS3 software were employed to test the research hypotheses. Data were collected using a
researcher-developed questionnaire for psychological safety and a standardized questionnaire
for reporting misconduct. Findings revealed a significant positive effect of psychological safety
on the willingness to report violations. The results of the present study showed 4 overarching
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themes (1- auditors' professional recognition, 2- effective communication and team synergy, 3-
continuous professional development and improvement, and 4- stimulation of auditors' social
identity), 11 organizing themes (the role of a safe environment in improving audit quality, risk
management in a supportive professional environment, improvement of cognitive processes
in a professional environment, team coordination in a supportive professional environment,
professional handling of criticism and feedback, interaction with new technologies in a
professional environment, professional development of auditors in a supportive environment,
flexibility in dealing with organizational changes, effectiveness of perceived support in auditors,
effectiveness of reflecting performance feedback to auditors, and effectiveness of institutional
and social encouragement of auditors) and 55 basic themes. The results offer practical guidance
for designing supportive work environments and educational programs, contributing to public
trust in the auditing profession. The proposed model also provides a solid foundation for future
research in metacognition and professional ethics in auditing.

Key Words: Psychological safety of internal auditors, self-awareness, audit quality,
willingness to report financial irregularities.

Extended Abstract
Providing a Framework for Psychological Security of Internal Auditors and Examining Its
Effect on the Willingness to Report Financial Violations

1. Introduction

Psychological safety is a fundamental human need that significantly influences professional
behavior. Based on the Theory of Behavioral Approach, individuals’ beliefs and sense of security
shape their workplace actions. In internal auditing, psychological safety allows auditors to express
opinions, admit mistakes, and communicate openly without fear of negative consequences. This
enhances personal well-being, team cohesion, and audit quality. Auditors who feel safe are more
creative and effective in internal control processes. Their sense of safety is shaped by professional
pressures, personal traits, and job conditions, helping prevent psychological burnout.

One critical professional behavior is the willingness to report financial misconduct, especially
amid rising fraudulent activities. Internal auditors play a key role in detecting and preventing
such irregularities. This study investigates how psychological safety affects auditors’ readiness
to report misconduct. Through expert interviews and empirical analysis, it proposes educational
and policy strategies to strengthen this relationship. The findings may guide regulatory reforms,
training programs, and legal protections for auditors. Ultimately, the research presents a
theoretical and practical framework that bridges psychology, accounting, and management. It
highlights psychological safety as essential for organizational justice and ethical responsibility,
offering new interdisciplinary directions for future inquiry.

2. Theoretical Foundations

Psychological safety among internal auditors is essential for enhancing audit quality,
effectiveness, and independence. It reflects an environment where auditors can express concerns
and ideas without fear of judgment or retaliation. This safety is shaped by individual traits (e.g.,
self-confidence, experience, communication skills), organizational factors (e.g., trust-based
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culture, managerial support), and environmental conditions (e.g., workplace stability, economic
context). In supportive settings, auditors are more likely to report financial misconduct—a
behavior rooted in ethics and governance. Psychological safety, combined with personal
responsibility and secure reporting mechanisms, reduces fear of retaliation and increases
motivation to disclose wrongdoing. Using thematic analysis and expert interviews, this study
identifies a framework with four overarching themes—professional awareness, effective
communication, continuous development, and social identity reinforcement—supported
by eleven organizing themes and fifty-five foundational codes. Quantitative results confirm
a significant positive relationship between psychological safety and auditors’ willingness to
report misconduct.

Enhancing psychological safety not only boosts individual and organizational performance
but also fosters transparency, curbs corruption, and strengthens public trust. The proposed
multidimensional model aligns with prior research and offers valuable insights into psychological
dynamics within professional environments.

3. Methodology

This study is developmental in nature and exploratory in purpose, offering a novel framework
for psychological safety among internal auditors. Data were collected using a mixed-methods
approach. In the qualitative phase, semi-structured interviews were conducted with 15 academic
experts and professional internal auditors, selected through purposive and snowball sampling
until theoretical saturation was reached. In the quantitative phase, 400 questionnaires were
distributed among members of the Iranian Association of Internal Auditors, with 392 valid
responses returned.

Data analysis was performed using structural equation modeling and Partial Least Squares
(PLS) to assess the impact of psychological well-being on the willingness to report misconduct.
The psychological safety components were extracted using thematic analysis based on the
Attride-Stirling (2001) framework. Delphi analysis was then used to evaluate the reliability of
these components before designing a researcher-made questionnaire. The dependent variable—
willingness to report financial misconduct—was measured using a standardized 7-item
questionnaire developed by Allen et al. (2013), rated on a five-point Likert scale.

4. Research Findings

Psychological safety components were identified through thematic analysis using the Attride-
Stirling (2001) framework. From 27 initial sources, 12 studies were selected, and 5 validated
by experts, resulting in 4 categories, 11 components, and 55 conceptual codes. Delphi analysis
confirmed reliability, with mean scores above 5 and agreement coefficients over 0.5.

Instrument reliability was assessed using confirmatory factor analysis and Average Variance
Extracted (AVE). All factor loadings exceeded 0.7, and AVE values were above 0.5, confirming
convergent validity. Cronbach’s alpha and composite reliability indicated strong internal
consistency. Discriminant validity, verified via the Fornell-Larcker method, showed each
construct’s AVE square root exceeded its correlations with others. Hypothesis testing revealed
a significant positive relationship between psychological safety and willingness to report
misconduct, with a path coefficient of 0.664 and a t-value of 20.090—well above the 1.96
threshold.
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5. Discussion and Conclusion

Psychological safety is a vital concept in organizational psychology and ethics, influencing
audit performance, independence, and transparency. This study introduces a comprehensive
framework and examines its impact on auditors’ willingness to report financial misconduct. The
qualitative phase identified four overarching themes, eleven organizing themes, and fifty-five
foundational codes, including professional awareness, communication, development, and social
identity. Quantitative findings confirmed a significant positive effect of psychological safety on
reporting behavior. These results highlight the role of organizational support, risk management,
and continuous learning. The proposed model enhances individual and organizational outcomes,
promoting transparency and public trust, and offers insights for future interdisciplinary research
in psychology, accounting, and management.
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