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Abstract

Introduction: The focus of internal auditors is on non-compliance with or non-observance of
procedures, regulations, programs, laws, and regulations that have been developed by the company or the
government and have a significant impact on the organization's programs. The advantages of internal
auditing, which are considered to be a necessity of its existence, include creating value, avoiding losses,
preventing waste of resources, saving costs, and implementing the company's programs as intended.
Accordingly, the company's stakeholders benefit from an internal audit that performs well and creates value
for the company. The results of current research in the field of internal auditing show that in order to achieve
the added value of the internal auditor, improvements must be made in the effectiveness of internal auditing.
Among the factors that have a significant impact on the effectiveness of internal auditing are the role of
psychological capital and moral courage. Our goal is to examine the effect of psychological capital and moral
courage on the effectiveness of internal auditing.

Methodology: This research is applied in terms of purpose and descriptive-survey in terms of method.
Research data were collected using a survey method and 186 internal auditors and internal audit managers
working in companies listed on the Tehran Stock Exchange in 1402 responded to the research questionnaire.
To analyze the findings, the structural equation modeling method was used and the questionnaires of Luthans
et al. (2007) and Luthans et al. (2005) were used to measure psychological capital, the questionnaire of
Hanna and Avolio (2010) was used for moral courage, and the questionnaire of Al-Zaban and Guillaume
(2014) and Lenz et al. (2017) was used for internal audit effectiveness.

Findings: The findings from the first hypothesis state that psychological capital has a positive and
significant effect on the effectiveness of internal audit. In other words, psychological capital increases the
effectiveness and performance of internal auditors. As we expected, psychological capital is an important
factor that increases the motivation and effectiveness of employees and contributes to the prosperity and
progress of companies and organizations. People who have higher psychological capital are more motivated
to pursue goals and perform better than people who have lower psychological capital. The findings of
Khalil's (2022) research show that he has achieved similar findings. Also, Luthans et al. (2007) and Avi et al.
(2010) concluded that psychological capital has a positive effect on employee performance. The results of the
second hypothesis confirm the positive effect of moral courage on the effectiveness of internal audit. Since
the manager directly decides on the internal auditors, he puts his job at risk when submitting the report.
Accordingly, various threats and pressures from management are the main reason for their silence. The
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company's management has the power and authority to oppose the auditors and put them under pressure.
Fear is the main reason for the failure of internal auditors to perform their duties as providers of assurance to
investors and stakeholders. Moral courage is an important indicator of the auditor's competence. Courage as a
moral value allows auditors to perform their duties properly and enter into various issues without any fear. In
a similar study, Khalil et al. (2016), Khalil (2022) and Khalil and Khalif (2022) concluded that psychological
capital and moral courage have a positive effect on the effectiveness of internal auditors.

Conclusion: The board of directors of companies and regulators should pay more attention to the
psychological capital and moral courage of internal auditors as the most important monitoring tool and
shareholder trust, and take the necessary measures to increase the level of psychological capital and moral
courage.
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