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Objective: The purpose of the present study is to investigate the effect of personal and
organizational constructs on fraud tolerance, considering the moderating role of
perceived organizational ethical culture.

Method: The statistical population of this study includes accountants and chief
financial officers (CFOs) of manufacturing companies listed on the Tehran Stock
Exchange. The required data were collected using a survey method and standard
questionnaires administered to 214 accountants and chief financial officers in 2024. In
this research, structural equation modeling using the partial least squares method was
employed for data analysis.

Results: The results of the hypothesis tests indicate that the constructs of moral
disengagement and self-enhancing values have a positive and significant effect on fraud
tolerance. Furthermore, there is a negative and significant relationship between the
constructs of self-efficacy, self-transcending values, and perceived organizational ethical
culture and fraud tolerance. In addition, no evidence was found for the moderating effect
of perceived organizational ethical culture on the relationship between the personal
constructs under study and fraud tolerance.

Conclusion: The results of this study indicate that, in identifying the roots of fraudulent
behaviors in companies and assessing fraud risk, attention to personal and
organizational constructs as factors influencing fraud tolerance can be beneficial.
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Introduction

The story of financial scandals and corporate collapses is the story of accountants and
auditors who, despite being aware of the occurrence of unethical behavior and fraud, ignore
and turn a blind eye to them. This behavior of accountants and auditors, which was first noted
in the fraud literature by Knechel & Mintchik (2022), is known as fraud tolerance. Fraud
tolerance refers to the degree to which individuals are willing to accept it. Fraud tolerance
reflects how individuals perceive social rules and ethics and how they react to unethical
behavior and fraud. Individuals who do not tolerate fraud not only do not engage in unethical
behavior themselves, but they also do not align with those who commit fraud. They support
strict enforcement of the law, are strict about even small frauds, and are willing to report frauds
they encounter. Individuals’ reactions to fraud and their intolerance for it have a strong
deterrent effect on actual and potential fraud. When an individual is more tolerant of fraud, it
is easier for him/her to justify own fraudulent behavior, and therefore, according to the fraud
triangle theory, the likelihood of committing fraud increases. Furthermore, in a company with
low tolerant fraud, individuals are less motivated to engage in fraud due to the perceived higher
risk of being caught and punished for fraud. In other words, when an individual believes that it
is unlikely that others will accept and forgive their fraud, they will be less motivated to commit
fraud; conversely, if people in the company are more tolerant of fraud, fraudsters will be more
inclined to commit fraud. Therefore, fraud tolerance can be considered an important factor in
assessing fraud risk. Accordingly, it is important to identify the factors affecting fraud tolerance
to determine the roots of fraudulent behaviors in companies.

Given that fraud tolerance has only recently been introduced into the global fraud literature
and that few studies have addressed this issue, answering the question, “What factors influence
fraud tolerance among accountants?” is of particular importance. Thus, the purpose of this
study is to investigate the factors affecting fraud tolerance in accountants. To this end, the effect
of individual and organizational constructs of moral disengagement, locus of control, self-
efficacy, self-enhancing and self-transcending values, and perceived organizational ethical
culture on fraud tolerance is examined. Furthermore, according to the person-situation
interactionist model, the effect of perceived organizational ethical culture as a moderating
variable on fraud tolerance is examined.

Method

A structured questionnaire was used to gather data for this study. The statistical population
of this study includes accountants and Chief Financial Officers of manufacturing companies
listed on the Tehran Stock Exchange. The required data has been collected from 214
accountants and CFOs in the year 2024. We used a quantitative survey-based method. The
questionnaire contained two sections. Section A consisted of questions to gain demographic
information about the respondents, such as gender, age, work experience, major, and education
level. Section B contained questions related to fraud tolerance, moral disengagement, locus of
control, self-efficacy, self-enhancing and self-transcending values, and perceived
organizational ethical culture. In this research we used the partial least squares structural
equation modeling analysis using SmartPLS 3 to examine the proposed hypotheses and to
analyze the research model.

Results

This study evaluated the structural model by examining the significance of path coefficients,
coefficients of determination (R?), and variance inflation factor (VIF). It was found HI was
supported, indicating that moral disengagement maintains a positive and significant effect on
fraud tolerance (f = 0.289, t= 3.344, p-value< 0.05). The results revealed that locus of control
has not a significant effect on fraud tolerance (f = 0.021, t= 0.296, p-value> 0.05), indicating
no support for H3. Self-efficacy also has a significant negative influence on fraud tolerance (S



Journal of Accounting Knowledge/ Volume 17/ No. 2, 2026 /3

= -0.154, t= 2.117, p-value< 0.05), thus H3 was supported. As for H4, in which it was
hypothesized that the higher the accountants’ self-enhancing values, the more their fraud
tolerance, the results showed a significant and positive relationship (f = 0.366, t= 6.198, p-
value< 0.05). Therefore, H4 was supported. Regarding HS, self-transcending values have a
significant negative influence on fraud tolerance (f =-0.217, t=4.123, p-value< 0.05), thus H5
was supported. The results of testing the sixth hypothesis also indicate that perceived
organizational ethical culture has a negative and significant effect on fraud tolerance (f = -
0.395, t=3.889, p-value< 0.05). The seventh to eleventh hypotheses examined the moderating
effects of perceived organizational ethical culture on the relationships between moral
disengagement, locus of control, self-efficacy and self-enhancing and self-transcending values
with fraud tolerance. The results indicate that perceived organizational ethical culture doesn’t
moderate these relationships. Thus, H7, H8, H9, H10, and H11 were not supported.

Conclusions

In this study, to determine the roots of fraudulent behavior in companies, the factors
affecting accountants for fraud tolerance were examined. The results of the hypothesis test
indicate that the constructs of moral disengagement and self-enhancing values have a positive
and significant effect on fraud tolerance, and there is a negative and significant relationship
between the constructs of self-efficacy, self-transcending values, and perceived organizational
ethical culture with fraud tolerance. In addition, no evidence was found of the moderating effect
of the perceived organizational ethical culture on the relationship between the personal
constructs under study and fraud tolerance.

The results of this study indicate that to determine the roots of fraudulent behaviors in
companies and assess the risk of fraud, it can be fruitful to pay attention to personal and
organizational constructs as factors affecting fraud tolerance. These constructs affect the
likelihood of fraud occurring in the organization. Therefore, legislators, the accounting
profession, company managers, and all those concerned with reducing fraud should pay
attention to the importance of accountants’ personal beliefs and values to prevent fraud.
Managers should pay attention to the fact that regardless of the complexity of the company’s
internal control system and the amount of effort that is made to strengthen it, control rules and
procedures must be implemented by people who are subject to their own values and beliefs.
Therefore, when hiring accountants, paying attention to these values and beliefs should be
considered important; in addition, implementing ethics training programs and psychology
workshops in companies that aim to promote and improve these beliefs and values should be
given special attention. In addition, any effort made by management in a company to promote
an organizational ethical culture, with the aim of creating perception among accountants that
the concern for preventing fraud and promoting ethics in the organization is important, can
create grounds for reducing fraud tolerance among accountants, which will subsequently
reduce the incidence of fraud in the company.
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