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Abstract:

The legal quality of audit engagements is one of the key factors in enhancing financial transparency and providing assurance to
organizational stakeholders. Organizational culture and business ethics, as influential factors on this quality, play a vital role in improving
auditors’ performance. This study aims to analyze the impact of these factors and the moderating role of the auditor’s professional
judgment, seeking to provide a novel insight toward strengthening audit engagements. The objective of this research is to examine the
effect of organizational culture and business ethics on the legal quality of audit engagements, considering the moderating role of the
auditor’s professional judgment. According to the classification of research by purpose, this is an applied study, and in terms of data
collection method, it is survey-based. The statistical population consists of financial managers and employees of institutions affiliated with
the Association of Certified Accountants in Tehran. Based on Morgan’s table, the sample size was determined to be 384 individuals, and
the sampling method was random. The validity and reliability of the questionnaire were confirmed, and data were analyzed using PLS3
software. The findings of this study indicate that improving the legal quality of audit engagements can be achieved through enhancing
organizational culture and adherence to business ethics. Moreover, the moderating role of the auditor’s professional judgment shows that
fair and appropriate determination of audit fees can strengthen the effectiveness of audit engagements. These results are beneficial for
company managers, auditors, and regulators, as emphasizing these factors can enhance financial transparency and trust. Ultimately, these
achievements will lead to improved financial health and sustainable organizational performance.
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Extended Abstract

Introduction

The legal quality of auditing assignments has long been recognized as a critical component in ensuring financial
transparency and maintaining stakeholder trust in organizations (Bouziane et al., 2023; Rezaei et al., 2024). This concept
extends beyond technical compliance with auditing standards to encompass the broader ethical, cultural, and professional
frameworks within which auditors operate. Organizational culture and business ethics are two primary determinants that can
either enhance or undermine the quality of audit work (Abu Afifa et al., 2024; Nguyen et al., 2024).

Organizational culture, defined as the set of shared values, beliefs, and norms within a firm, shapes decision-making,
professional behaviors, and interpersonal interactions (Kwarteng et al., 2024; Weigh & Anindita, 2024). A strong, ethically
aligned culture promotes transparency, accountability, and adherence to professional principles, which in turn fosters higher-
quality audit reporting (Khamis, 2024; Sonjaya, 2024). Conversely, weak or misaligned cultures can exert pressure on auditors
to compromise professional standards in favor of managerial or shareholder interests.

Business ethics—comprising principles such as fairness, honesty, integrity, and transparency —serve as a moral compass
for professional conduct (Akob et al., 2024; Amanamah, 2024). Ethical business environments equip auditors to resist undue
influence, mitigate conflicts of interest, and maintain objectivity throughout the audit process (Melati Hati Megawati et al.,
2024; Saeed & Saeed, 2024). Research has consistently shown that companies with robust ethical frameworks produce more
credible and reliable audit reports (Al-Yazidi et al., 2023; Hichri, 2023).

However, the relationship between organizational culture, business ethics, and audit quality is not always linear. The
professional judgment of auditors plays a moderating role in this dynamic, influencing how these contextual factors translate
into actual audit outcomes (Alberti et al., 2024; Salehi Kamamardakhi et al., 2023). Professional judgment refers to the
auditor’s ability to make informed, objective decisions based on knowledge, experience, and adherence to professional
standards (Aabdulrahim et al., 2023; Khan & Abdul Subhan, 2024). This capability becomes particularly crucial in complex,
high-pressure environments, where competing interests and time constraints may otherwise erode audit quality (Sumarlin,
2022).

In the Iranian context, where financial transparency challenges and corporate governance concerns persist, examining the
interplay between these variables offers valuable insights for both policy and practice (Satarian & Gholizadeh, 2024; Shaban
Khamseh & Bokharaeian Khorasani, 2024). The present study addresses this need by analyzing the effects of organizational
culture and business ethics on the legal quality of auditing assighnments, with a specific focus on the moderating role of
auditors’ professional judgment. The novelty of this research lies in its integrated examination of these three factors, offering
a comprehensive framework that can guide auditors, managers, and policymakers toward improving audit quality (Amara et
al., 2024; Evinita & Kambey, 2024).

Methods and Materials

This study adopted an applied research design using a descriptive—correlational survey approach. The statistical population
consisted of financial managers and employees working in institutions affiliated with the Tehran Association of Certified
Accountants. Using Morgan’s table for sample size determination, 384 respondents were selected through random sampling.

Data were collected via standardized questionnaires: Denison’s (1995) organizational culture questionnaire, Hunt and Vitell’s
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(1986) business ethics questionnaire, Chen’s (2010) audit quality questionnaire, and the Auditor Professional Judgment
questionnaire (1993). Each questionnaire employed a five-point Likert scale for measurement.

The validity and reliability of the instruments were confirmed through content validity measures and internal consistency
tests, including Cronbach’s alpha, composite reliability, and average variance extracted (AVE), all of which met or exceeded
acceptable thresholds. Data analysis was conducted using PLS3 for structural equation modeling and SPSS24 for descriptive
statistics. The analysis involved evaluating path coefficients, significance levels, and the moderating effects of professional
judgment on the relationships between organizational culture, business ethics, and audit quality.

Findings

Descriptive statistics indicated that the mean score for professional judgment was the highest among the variables (4.01),
suggesting strong decision-making competence among respondents. Organizational culture had a mean score of 3.488,
business ethics scored 3.124, and the legal quality of auditing assignments scored 3.578.

Structural equation modeling revealed that organizational culture had the strongest direct effect on audit quality, with a
path coefficient of 0.870. Business ethics also showed a significant positive relationship with audit quality, with a coefficient
of 0.772. Professional judgment was found to moderate both relationships: it strengthened the link between organizational
culture and audit quality (coefficient = 0.687) and also enhanced the effect of business ethics on audit quality (coefficient =
0.591).

Significance testing confirmed that all four hypotheses were supported at high confidence levels. The results demonstrated
that a robust organizational culture and adherence to business ethics directly contribute to higher audit quality, and that
these effects are amplified when auditors exercise sound professional judgment.

Discussion and Conclusion

The results of this study underscore the critical role of organizational culture in shaping audit quality. A well-established
culture that prioritizes transparency, accountability, and professional integrity creates an environment in which auditors are
motivated and supported to perform their duties in accordance with the highest professional standards. This aligns with the
theoretical view that culture functions as a structural and normative framework, guiding behavior and fostering consistent
adherence to ethical and technical requirements.

Business ethics emerged as another vital determinant of audit quality. The findings indicate that organizations that embed
ethical principles into their operational and decision-making processes create a supportive context for auditors to maintain
objectivity and impartiality. Ethical frameworks not only discourage misconduct but also reinforce public trust in financial
reporting and auditing processes.

Perhaps most significantly, the study confirms that professional judgment plays a decisive moderating role in these
relationships. Even in organizations with strong cultures and ethical environments, the quality of audit outcomes depends
heavily on the auditor’s capacity to interpret complex situations, evaluate evidence, and make informed decisions.
Conversely, in contexts where cultural or ethical foundations are weaker, skilled professional judgment can partially offset
these deficiencies, preventing declines in audit quality.

These findings suggest that improving audit quality requires a multi-faceted approach. Organizational leaders must

cultivate a culture of integrity and transparency, formalize ethical guidelines, and ensure that auditors are trained and
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empowered to apply rigorous professional judgment. By integrating these three elements—culture, ethics, and judgment—
organizations can create a resilient framework that supports sustained audit excellence.

In conclusion, this study contributes to the literature by demonstrating how organizational culture and business ethics
interact with auditors’ professional judgment to influence the legal quality of auditing assignments. The integrated model
presented here offers practical implications for audit firms, corporate management, and regulatory bodies seeking to
strengthen audit quality in the face of increasing complexity and scrutiny in financial reporting. The evidence supports the
view that fostering strong cultural and ethical foundations, coupled with enhancing professional judgment capabilities, can
significantly improve audit outcomes and, by extension, organizational accountability and public trust.
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