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Introduction

Ethics, which is one of the most important characteristics of individuals in
organizations, can have a significant impact on the prevention of violations.
An example of companies that have fallen morally is Enron.

Economic ethics provides one of the components of economic growth and
development and public welfare. On the other hand, it presents methods and
elements for combating corruption, making economic activities healthy, and
also provides the necessary basis for spiritual growth and eternal happiness
of man. Economic units must have an effective internal control system to
achieve short-term and long-term goals and realize missions and visions.
Therefore, accounting is a vital profession in today's advanced economic
world because the current economic system cannot exist without it.
Accountants must not only be qualified and professionally competent, but
they must also have a high degree of professional honesty and integrity, and
professional reputation and dignity are among their most important assets.
The proper design and implementation of internal control systems in
economic units is one of the most important factors in achieving the
effectiveness and efficiency of operations, promoting accountability and
financial transparency, complying with laws and regulations, and helping to
prevent fraud and financial abuse. Therefore, professional and legislative
institutions in different countries have developed frameworks, statements,
and guidelines regarding the establishment, evaluation, and reporting of
internal controls by management and reporting of internal controls by
auditors of economic units. The discussion of internal controls and the
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implementation of internal controls and trust in them in a business unit that
has public interests. In other words, its shareholders are many people and they
operate on the stock exchange, are of great importance. In the discussion of
ethical factors that have a special position. Therefore, research on this matter
can play a very important role in the development of regulations and
guidelines in listed companies to determine ethical standards. It can be
considered as a privilege for entering the stock exchange. Accordingly, the
purpose of this study is to investigate the impact of the ethical environment
on the performance of internal accounting controls.

Literature Review

According to (Murray, 2007), an ethical environment is one in which
employees feel comfortable raising ethical concerns, are aware of the ethical
culture, and participate in ethical discussions. In an ethical work
environment, also known as a healthy work environment, employees are
respected and valued and have an opinion on issues of concern. A healthy
work environment, which is described as a place where professionals can
have open and positive conversations, improves recruitment, retention, and
improves professional care. An ethical environment that is perceived as safe
for employees to engage in ethical decision-making is essential for
employees. In other words, an ethical work environment refers to a
company’s culture and the values and ethical principles that guide their
actions both inside and outside the organization. It also refers to how
employees behave in the workplace. From a business perspective, ethical
work environments model behavior and determine what actions are right and
wrong. This refers to how a company conducts itself, how it interacts
internally and externally with others, and how it deals with suppliers and
customers. Workplace ethics can affect company morale, employee behavior,
performance, and other aspects related to the workplace. For this reason,
continuous monitoring of ethical principles is important to encourage more
positive business practices and create a more ethical corporate environment
(Schluter et al., 2008; Sherman & Pross, 2010). The internal control structure of
an organization includes policies and procedures that are created to provide
relative assurance of achieving the organization's goals in different
organizational departments. Internal controls affect the transparency of
financial reporting as one of the important parts of any organization. The
main reason for this is that the goals of organizations, whether public or
private, are embedded in financial reporting, and achieving financial
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reporting goals requires the existence of an effective internal control system
that can reduce potential risks to organizational goals. The responsibility for
establishing appropriate accounting and internal control systems lies with the
management of the business unit (Otoo et al., 2023). Today, the corporate
governance system is responsible for guiding and controlling the organization
towards its goals or the main goal, which is to create value for stakeholders
and rights holders, and internal controls are known as an integral part of the
organizational governance system (organizational governance) (Metwally &
Diab, 2024). Internal controls are a process that is implemented and
implemented by the board of directors, management and employees of the
company with the aim of obtaining reasonable assurance of the effectiveness
and efficiency of operations, the reliability of financial reporting, compliance
with relevant laws and regulations, and the protection of company resources
and assets. The internal control system should include policies, procedures,
tasks, activities and other aspects that, in total, help to obtain reasonable
assurance that its resources and assets are protected against waste, fraud and
abuse. Helps to obtain reasonable assurance that the company's operations
are carried out efficiently and effectively. Helps to obtain reasonable
assurance of the quality of financial reporting. It helps to obtain reasonable
assurance of compliance with relevant laws and regulations, as well as
compliance with internal business-related policies by the company's
managers and employees. This requires the use of appropriate processes and
maintaining appropriate documentation to transmit reliable, relevant, and
timely information. Proper implementation of internal controls will increase
the capacity for accountability, transparency, and financial discipline in
organizations (Lennox & Wu, 2022). Proper internal controls will improve the
quality of financial reporting and reduce governance problems. Therefore, it
can be said that internal controls are considered in a supervisory process in
such a way that they reduce conflicts of interest between management, the
reporting unit, and the organization's key stakeholders and ultimately
increase reporting transparency (Islam et al., 2023; Ismail & Yuhanis, 2018;
Metwally & Diab, 2024; Nurunnabi, 2021).

Research Methodology

The present study is applied in terms of purpose and descriptive correlation
in terms of method. This study is a quantitative research based on the nature
of the data. The statistical population in this study is all senior managers of
companies listed on the Tehran Stock Exchange. A total of 560 listed
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companies were studied in this study, and accordingly, the size of the
statistical population is 560 people. In this study, the sample size was
estimated using the Cochran formula. By placing the size of the statistical
population in the formula, the sample size is estimated to be 228 people.
Using the random sampling method, 230 questionnaires were distributed
among the target sample, namely senior managers of listed companies.

The analytical method is PLS or Partial Least Squares for testing and
statistical analysis of path analysis models, SEM structural equation model,
confirmatory factor analysis and measurement models using SmartPLS
software.

Results

The value of the t-statistic, the effect of the instrumental environment on
internal accounting control, is equal to 0.705 and is less than 1.96, so at a
significance level of 0.05, the null hypothesis is accepted and the opposite
hypothesis is rejected. Therefore, the instrumental environment does not have
a significant effect on the performance of internal accounting controls. The
value of the t-statistic, the effect of the professional care environment on
internal accounting control, is equal to 2.177 and is greater than 1.96, so at a
significance level of 0.05, the null hypothesis is rejected and the opposite
hypothesis is accepted. Therefore, the professional care environment has a
positive and significant effect on the performance of internal accounting
controls. The value of the t-statistic, the effect of the independent
environment on internal accounting control, is equal to 0.82 and is less than
1.96, so at a significance level of 0.05, the null hypothesis is accepted and the
opposite hypothesis is rejected. Therefore, the independent environment does
not have a negative and significant effect on the performance of internal
accounting controls. The value of the t statistic, the effect of the regulatory
environment on internal accounting control, is equal to 2.052 and is greater
than 1.096, so at a significance level of 0.05, the null hypothesis is rejected
and the opposite hypothesis is accepted. Therefore, the regulatory
environment of the institution has a positive and significant effect on the
performance of internal accounting controls. The value of the t statistic, the
effect of the efficiency environment on internal accounting control, is equal
to 0.796 and is less than 1.96, so at a significance level of 0.05, the null
hypothesis is accepted and the opposite hypothesis is rejected. Therefore, the
efficiency environment does not have a significant effect on the performance
of internal accounting controls. The value of the t statistic, the effect of the
legal and regulatory environment on internal accounting control, is equal to
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1.527 and is less than 1.96, so at a significance level of 0.05, the null
hypothesis is accepted and the opposite hypothesis is rejected. Therefore, the
legal and regulatory environment does not have a significant effect on the
performance of internal accounting controls.

Discussion and Conclusion

The results showed that the professional care environment has a positive and
significant effect on the performance of internal accounting controls. The
professional care environment includes accounting standards, rules, and
regulations that are designed to maintain the accuracy and integrity of
financial information and manage risks. This environment can increase the
confidence of managers and employees of the organization about the
accuracy and precision of financial information and the performance of
internal accounting controls. The professional care environment can also
increase the trust of organizations and other people related to them, such as
shareholders, customers, and board members. Trust in the performance of
internal accounting controls and the accuracy of financial information can
improve relationships with stakeholders and increase the credibility of the
organization. On the other hand, the professional care environment can
reduce financial, operational, and legal risks in the organization. For example,
implementing accounting standards related to financial procedures and
financial reporting can reduce potential risks and prevent fraud and financial
violations. The professional care environment can improve the efficiency and
performance of the organization. Implementing proper internal accounting
controls in accordance with professional standards can optimize
organizational processes and lead to improvements in decision-making and
the implementation of organizational strategies.
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