The Effect of Ethical Leadership on Auditor's Dysfunctional Behavior with
the Mediating Role of Organizational Culture and Moderating Faith

Culture
Highlights:
* Ineffective behavior of auditors undermines the quality of the audit report and the credibility of the
profession.

* Leadership style and culture have a significant impact on the effectiveness of auditor behavior.

* Religious culture based on faith is an effective stimulus modifier for ineffective behavior of auditors.
¢ Under the influence of a culture of faith, auditors' belief in the ethics and behavioral values of the
profession is enriched and the practice of what is expected of the profession will be achieved.

Abstract

Ineffective behavior of auditors as a negative driver for audit quality can be affected by environmental
factors and leadership style. One of the most important environmental factors affecting the auditing
profession is the type of culture and one of the most prominent leadership styles is the ethical approach.
Accordingly, the purpose of the present study is to investigate the effect of ethical leadership on
ineffective behavior of auditors with the mediating role of organizational culture and moderating role
of faith culture. The method of conducting the present study is quantitative, the data collection tool is a
standard questionnaire and the data analysis method is the structural equation approach. The statistical
population of the study in the time period of 1404 includes auditors working in the auditing profession,
of whom 384 people were selected as the research sample using the Cochran formula. Data analysis
showed that ethical leadership and organizational culture have an inverse effect on ineffective behavior
of auditors and also ethical leadership has a direct effect on organizational culture. Finally, the
mediating role of organizational culture and moderating role of faith culture was confirmed. The
findings of the study showed that ethical leadership, mediated by organizational culture, has an impact
on reducing ineffective behavior of auditors, and of course, this effect will be stronger in the light of
the culture of faith, which indicates the moderating role of the culture of faith on the relationship
between ethical leadership and organizational culture. The innovation of the study is to explain the
culture of faith with the approach of matching professional and value principles with action in the light
of the piety and self-control of auditors in realizing what is expected of the profession and the
organization, which, beyond other factors that have been examined so far, helps audit managers and
supervisors in controlling ineffective behavior of auditors.
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Extended Abstract

The Effect of Ethical Leadership on Auditor's Dysfunctional Behavior with
the Mediating Role of Organizational Culture and Moderating Faith
Culture

1. INTRODUCTIO

Audit quality largely depends on auditors' behaviors while performing their duties, and concerns
about ineffective auditor behaviors as a factor reducing audit quality are growing (Bonabi-Qadim and
Hafezi, 2021). Given the negative impact of ineffective audit behavior on audit quality, which leads to
dissatisfaction among users of audit services and a decrease in public trust in the audit profession
(Ovanoli and Nazareddin, 2016), the factors that exacerbate or weaken this behavior should be
examined so that necessary preventive or strengthening measures can be implemented in the
organization. In this regard, leadership style has a significant relationship with organizational
performance, and different leadership styles may have a positive or negative correlation with
organizational performance (Dalmas and Barak, 2018). From this perspective, understanding how
leadership styles affect auditor behavior is essential for improving ethical behavior and ensuring audit
quality (Soltaninejad et al., 2014). On the other hand, organizational culture, which is affected by the
type of organizational leadership, is considered one of the most important factors affecting creativity
and innovation in individual behavior (Haji Ali Akbari and Nazari Farrokhi, 2019). Accordingly, the
present study seeks to examine the effect of ethical leadership on ineffective behavior of auditors by
emphasizing the mediating role of organizational culture. On the one hand, religion is a criterion,
content-giver, and directional factor of all cultural activities and decisions and is one of the effective
factors in forming the culture of a society (Ahmadi Bighash and Mansouri, 2022). Of course, in this
area, the foundation and root of religiosity is faith (Tabatabai, 1985). Such an attitude promotes a divine
worldview in the world and targets spirituality and transcendent culture (Ahmadi Bighash and
Mansouri, 2022). In the present study, this culture, which has a religious basis, is referred to as a faith
culture. Accordingly, ethical leadership is expected to have a positive effect on organizational culture
in light of the moderating role of faith culture. Therefore, considering the stated goals and the
importance of organizational culture in achieving organizational goals, especially faith culture, which
has not been considered so far, the present study identifies and examines this gap and seeks to find
scientific answers to the following three main questions: Does ethical leadership have a significant
effect on ineffective auditor behavior? Does organizational culture as a mediating variable have a
significant effect on the relationship between ethical leadership and ineffective auditor behavior? Does
faith culture as a moderating variable have a significant effect on the relationship between ethical
leadership and organizational culture?

2. MATERIALS AND METHOD

The present study is a quantitative research in the time domain of 1403. The analysis was
performed using confirmatory factor analysis and structural equation analysis (path analysis) using
Smart PLS software.



To collect research literature and research data, library texts and questionnaires were used, and
standard questionnaires were used to test the research hypotheses. The independent variable of the study
is ethical leadership; the dependent variable of the study is ineffective auditor behavior; the mediating
variable is organizational culture, and the moderating variable is faith culture. To measure ethical
leadership, the Kalshon et al. (2011) questionnaire with 15 questions was used, the reliability and
validity of which was examined and approved by Karami et al. (2016) with the opinions of experts. To
measure dysfunctional behavior, a 12-question questionnaire by Donnelly et al. (2003) was used, the
validity of which was confirmed by Aminpourhassankiadeh et al. (2024). To measure organizational
culture, a standard organizational culture questionnaire by Denison (2000), consisting of 36 items, was
used. To measure faith culture, a 32-question integrated questionnaire by Medina and Zare (2023) and
a standard questionnaire by Tanji (2004) were used.

3.RESULTS AND DISCUSSI

The results of the structural equation model analysis based on the t-statistic and factor loadings are
explained as follows. In the first hypothesis, the impact of ethical leadership on ineffective behavior is
confirmed with an inverse relationship and at a very desirable level. In the second hypothesis, the impact
of ethical leadership on organizational culture is confirmed with a direct relationship and at a very
desirable level. In the third hypothesis, the impact of organizational culture on ineffective behavior is
confirmed with an inverse relationship and at an acceptable level. In the fourth hypothesis, the impact
of ethical leadership on ineffective behavior through the mediation of organizational culture is
confirmed with a direct relationship and at an acceptable level. Of course, the VAF statistic is used to
determine the intensity of the indirect effect of the mediating variable, the mediating variable plays a
minor role. In the fifth hypothesis, the impact of faith culture on the intensity of the relationship between
ethical leadership and organizational culture is confirmed with a direct relationship and at a very
desirable level.

4. CONCLUSIO

The findings of the research in the first and second hypotheses showed that ethical leadership has a
strong impact on ineffective auditor behavior inversely and on organizational culture directly (path
coefficient above 0.6). In this way, increasing ethical leadership leads to a decrease in ineffective auditor
behavior and strengthening organizational culture. An ethical leader will prevent unethical behaviors as
a driver of ineffective auditor behavior, which of course will also be very effective in forming an ethical
culture in the organization. The results of these hypotheses are consistent with the results of Kiambade
and Namatovo (2025), Yuan et al. (2023) confirming ethical leadership on ineffective behavior and
organizational culture. The results of the third hypothesis showed that organizational culture, as an
environmental driver, has a negative impact on ineffective auditor behavior by providing a dominant
ethical model for the organization. In other words, a strong organizational culture, by morally guiding
the behavior of auditors in the light of shared values, is effective in reducing unethical and ineffective
behaviors. From this perspective, the results of the study, in line with the results of Khalif Rashed et al.
(2025), emphasize the effect of organizational culture on reducing deviant behavior. The results of the
study in the fourth hypothesis showed that ethical leadership has a positive and significant effect on the
ineffective behavior of auditors through organizational culture. Thus, ethical leaders, by creating an
ethical culture at the organizational level, establish ethical standards and values as a guiding model,
which becomes the basis and foundation of ethical organizational behavior in the shadow of
organizational culture. The results of the study are in line with the results of Abdul Wahid et al. (2025).
In the fifth hypothesis, the role of faith culture as an indicator of religious culture as a moderating
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variable on the relationship between ethical leadership and ineffective behavior of auditors was
discussed, which indicates a very good moderating effect of faith culture (path coefficient above 0.6)
on the relationship between ethical leadership and ineffective behavior of auditors. The culture of faith
emphasizes belief in values and practical commitment to those values. The results of the study showed
that such a culture has a significant impact on leadership style and organizational culture, and the
relationship between ethical leadership and organizational culture will gain value under the banner of
the culture of faith. The results of the present study, in line with Khoshbakht and Taebi-Naghandari
(2023), emphasize faith as a motivator that reduces ineffective behaviors.
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