Financial and Behavioral Researches in Accounting
Vol. 4, No. 3, Ser No. (14), Autumn 2024, pp.1-18

Investigating the Effect of Paternalistic Behavior of Auditors on the Brand
Heritage of Auditing Institution from the Point of View of Auditors

Faezeh Arab Nezhad!, Ali Khozain?*, Alireza Maetoofi3, Mansoor Garkaz*

Received: 2024/10/14 Research Paper
Accepted: 2024/11/18 P
Extended Abstract
Background and purpose: The increase of auditing firms in recent years and the formation
of extensive competition in the auditing industry to gain more market share has caused the
brand heritage of auditing firms due to the occurrence of unethical behaviors including
unpaternal behavior. Therefore, this research aims to investigate the impact of paternalistic
behavior of auditors on the brand heritage of audit institutions.

Methodology: The current research is applied in terms of purpose and descriptive survey in
nature. The statistical population includes senior auditors working in audit institutions, 197 of
whom were selected by available sampling. To measure the research variables, a researcher-
made questionnaire was used, the reliability and validity of which were examined and
confirmed by experts in this field. This questionnaire is a five-point Likert scale (low, very
low, medium, high, and very high) and consists of three parts: the first is general questions,
the second is scenarios, and the third is specialized questions. Questions general, including
Information demographics about gender, age, history, job, and level of Education of the
respondents. The paternal behavior questionnaire consists of six scenarios that include ten
situations of paternalism. Of these, three scenarios are related to positive paternal behavior,
and three are related to negative paternal behavior. The definitions provided by Wasfeld et al.
(2012) were used to develop the brand heritage questionnaire. Based on this, the brand
heritage of audit institutions consists of four emotional, functional, monetary, and social
dimensions. This questionnaire includes 15 questions, three of which are related to emotional
brand heritage, three of which are related to functional brand heritage, four of which are
related to monetary brand heritage, and five of which are to measure social brand heritage. To
test the research hypotheses of the structural equation modeling method and analysis,the Pls
software has been used.

Findings: The results of the first hypothesis test indicate that the paternalistic behavior of
auditors has a positive and significant effect on the brand heritage of audit institutions, and its
path coefficient is 0.443. The results of the second Fazzia test showed that applying positive
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paternal behavior by auditors has a positive and significant effect on the brand heritage of
auditing institutions, and its path coefficient is 0.337. Finally, the results obtained from the
third hypothesis test indicate a positive and significant effect of auditors' negative paternalistic
behavior on the brand heritage of audit institutions, the path coefficient of which is 0.222.
Discussion: Financial statements are a tool for stakeholders to make financial decisions.
Financial statements can be useful in making decisions if they have sufficient reliability. The
auditing profession, whose main mission is crediting financial statements, is essential in
realizing this task. One of the factors affecting the credibility of audited financial statements is
the degree of compliance with ethical principles, including paternalism. Applying paternal
behavior by auditors will have positive consequences, and in this research, due to the
importance of this issue, its impact on the brand heritage of auditing institutions has been
investigated. According to A.L.'s hypothesis, if auditors behave paternalistically by being
placed in paternalistic positions, the brand heritage of auditing firms will be enhanced. In
other words, if the auditors are placed in situations where the manager puts pressure on them
to achieve their interests, and the auditors do what is required according to the accounting
standards against the manager's wishes, Not only the enthusiasm and interest of companies to
use the services of the audit institute increases; It also leads to maximum satisfaction of the
needs of the beneficiaries, increasing the audit fee and improving the position of the audit
institute in the competitive market. According to the result of the second hypothesis, the
compulsion, and obligation of managers to prepare financial statements according to
accounting standards by auditors leads to an increase in the value of brand heritage as the
main capital of auditing institutions. In fact, if the auditors consider themselves obliged to
carry out the things that are necessary according to the accounting standards in handling the
financial statements, and because of the threat to the interests of the managers from not taking
measures such as disclosing possible debts, disclosing the fundamental uncertainty about the
continuation of the activity and the managers should not ignore the necessary adjustments
regarding the adjustment events after the balance sheet date, they will create a positive feeling
and attitude towards the audit firm, provide quality services, increase the income and
reputation of the audit firm. The result of the third hypothesis shows that if the auditors have a
negative paternalistic behavior in front of the managers' non-compliance, which is prohibited
according to the accounting standards, the brand heritage of auditing firms will be enhanced.
In other words, if the auditors face the mistakes and violations of the managers, such as
capitalizing the maintenance expenses instead of spending them, recording the events after the
year under review in the year under review, and incorrectly classifying the items of the
financial statements, they submit to the managers' request that Do not dispute over non-
correction of disputed items; The brand heritage value of auditing institutions will be
increased from four emotional, functional, monetary and social dimensions.
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