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Highlights
e Organizational culture, professional ethics and whistleblowing have a positive and
significant effect on preventing fraud in banks' financial statements.

e  Organizational culture and professional ethics have a positive and significant effect on
whistleblowing.

e Whistleblowing has a positive and mediating role in the relationship between
organizational culture and preventing fraud in banks' financial statements.

e Whistleblowing has a positive and mediating role in the relationship between professional
ethics and preventing fraud in banks' financial statements.

Abstract

_ Fraudulentreporting by managers in financial reports isa major threat to investors. However,
in practice; there is no method for immediately detecting fraudulent reporting by managers.
Therefore, it is very necessa_r[){_ to epgy attention to the direct criteria affecting the possibility of
fraud in financial reporting. Therefore, this research was conducted with the aim of explainin
the prevention of fraud In banks' financial statements based on organizational culture an:
professional ethics, emphasizing the role of whistleblowing. This research is descriptive-causal
in terms of research approach. The statistical population of the study was all certified public
accountants and managers of public and private banks. Based on the Morgan table, 384
questionnaires were distributed among the statistical population as a sample and 293 responses
were received. The information collected by the gue_stlonnalreswas analyzed using SPSS24 and
AMOS24 software using structural equation modeling. The results of the analysis of the research
hypotheses showed that the variables of organizational culture, professional ethics, and
whistleblowing have a positive and significant effect on preventing fraud in banks' financial
statements, the variables of organizational culture and professional ethics have a positive and
S|?n|_ﬁcant effect on whlstleblqme; whistleblowing has a positive and mediating role on the
relationship between organizational culture and preventing fraud in banks' financial statements,
and whistleblowing has a positive and mediating role in the relationship between professional
ethics and preventing fraud in banks' financial statements.
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Introduction

Financial reporting is an essential source of information for economic
decision-making. The objective of financial statements or financial
reporting is to present summarized and classified information about a
firm's financial position, financial performance, and financial flexibility in
a manner that is useful to a wide range of users in making economic
decisions (Adel, 2020). Transparency is the central core of modern
financial reporting. In recent years, particular attention has been paid to
fraud in financial reporting and accounting, and the global emphasis on
issues such as corporate governance has further heightened the importance
of this topic. Regulatory bodies, the accounting profession, and managers
have also increasingly focused on identifying the causes of fraud and
developing mechanisms to prevent fraudulent behavior in financial
reporting (Gholami-Moghadam, 2017).

Financial statement fraud includes any intentional action by a firm to
mislead users—particularly investors and creditors—through the
preparation and dissemination of materially misstated financial
information. Despite the rise in fraud detection globally, this issue has
received limited attention within Iran (Azizpour-Lindi, 2017). Although
auditing and oversight systems have advanced, financial reporting fraud
remains a fundamental challenge worldwide and particularly in Iran’s
banking industry. Weaknesses in traditional control mechanisms and the
insufficiency of existing regulations have encouraged scholars to explore
new approaches grounded in internal organizational factors, among which
organizational culture and professional ethics are increasingly emphasized
as key elements in preventing fraud.

Agency theory explains how conflicts of interest between managers and
stakeholders create opportunities for opportunistic and unethical behavior,
stressing the need for stronger auditing, improved contractual controls, and
the institutionalization of trust to reduce fraud. Complementing this, the
fraud triangle theory identifies pressure, opportunity, and rationalization as
the core elements driving fraudulent acts, while recent studies suggest that
“ethical-organizational culture” can disrupt this chain. As a result, cultural
and ethics-based strategies are gaining unprecedented attention.
Theoretical frameworks by Hofstede, Schein, and contemporary scholars
such as Peters & Waterman, Deal & Kennedy, and Kotter & Heskett
demonstrate that strong, coherent organizational cultures play a decisive
deterrent role in preventing corruption and illegal behavior, enhancing an
organization’s capacity to meet stakeholder expectations. Moreover,
according to social learning theory, ethical norms and behaviors are
strengthened through interaction and modeling within the organizational
environment, supporting the development of proactive behaviors such as
whistleblowing (Chen et al; 2025).
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Over the past decade, research has increasingly highlighted the
importance of whistleblowing as a strategic tool for detecting and
preventing fraud in organizations and banks, particularly in cultures that
frame whistleblowing as a positive moral action. Evidence from Iranian
studies also shows that ethical coherence, alignment between individual
and organizational values, and the strengthening of moral courage
create the foundation for effective whistleblowing in the banking sector
(Chimonaki et al; 2023).

Accordingly, the present study integrates agency theory, the fraud
triangle, and social learning theory to propose a localized and innovative
model for preventing financial statement fraud in banks, emphasizing the
roles of organizational culture, professional ethics, and the critical function
of whistleblowing. The objective is to provide practical and implementable
solutions for enhancing transparency and trust in the country’s financial
system.

Methodology
Based on the theoretical foundations, the research hypotheses were
formulated as follows:

Hypotheses

1. Organizational culture has a significant effect on preventing

financial statement fraud in banks.

2. Professional ethics has a significant effect on preventing financial

statement fraud in banks.

3. Whistleblowing has a significant effect on preventing financial

statement fraud in banks.

4. Organizational culture has a significant effect on whistleblowing.

5. Professional ethics has a significant effect on whistleblowing.

6. Whistleblowing mediates the relationship between organizational

culture and fraud prevention in banks’ financial statements.

7. Whistleblowing mediates the relationship between professional

ethics and fraud prevention in banks’ financial statements.

This study is applied in terms of purpose and descriptive—survey in
terms of methodology. The required information was collected in 2025.
The literature review and theoretical framework were compiled through
library research, while field methods were used to gather data for testing
the hypotheses. The research includes four variables—organizational
culture, professional ethics, whistleblowing, and fraud prevention in
banks’ financial statements—measured using 20 items on a five-point
Likert scale.

Descriptive statistics were used for preliminary data analysis, and
inferential statistics were applied using structural equation modeling
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(SEM) with AMOS 24 to test the proposed hypotheses. The statistical
population consists of certified accountants and managers of public and
private banks. Using Cochran’s formula, a sample of 384 respondents was
selected.

Findings

The results confirm that:

e Organizational culture has a positive and significant effect on
preventing financial statement fraud.

e Professional ethics has a positive and significant effect on
preventing financial statement fraud.

e Whistleblowing has a positive and significant effect on preventing
financial statement fraud.

e Organizational culture positively and significantly influences
whistleblowing.

e Professional ethics positively and significantly influences
whistleblowing.

e Whistleblowing significantly enhances the prevention of financial
statement fraud (directly and as a mediator).

Discussion and Conclusion

Fraud, with its numerous forms and consequences, remains one of the
most serious threats to modern organizations. Despite the existence of
extensive preventive measures, fraud continues to be a significant concern
for businesses. In Iran, virtually all major financial corruption cases have
involved the banking system, which serves as the main channel for
economic misconduct. Fraud in banks—such as bribery, document
falsification for loan approval, money laundering, and embezzlement—
represents some of the most prevalent forms of financial wrongdoing in the
country.

A substantial portion of banking operations, including the recording
of financial documents, preparation of journals and ledgers, loan
schedules, asset depreciation, and provisioning, is directly tied to
accounting. Because accounting is an information system in which
human judgment plays a critical role, unethical behavior among
accountants significantly contributes to fraud; thus, ethical
considerations cannot be overlooked.

While several approaches exist for detecting and preventing fraud in
Iran’s banking system, this study proposes a model based on organizational
culture and professional ethics, with special emphasis on whistleblowing.
Structural analysis revealed that organizational culture has a direct and
significant effect on preventing financial statement fraud. A strong culture
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promotes values, principles, and ethical norms that discourage fraudulent
activities and enhance accountability, thereby reducing opportunities for
misuse of financial data. Riahi-Nejad and Tavangar (2021) similarly argue
that organizational culture reduces earnings management and enhances the
clarity of financial reports, thereby reducing fraud.

The findings also underscore the crucial role of professional ethics.
Adherence to ethical standards strengthens the reliability of financial
reporting, fosters accurate disclosure, and minimizes managerial
opportunism. Ethical accountants and managers act as safeguards for the
integrity of financial information.

Whistleblowing emerged as one of the most effective mechanisms for
fraud detection and prevention. Providing protection and support for
whistleblowers and promoting a culture in which whistleblowing is
perceived as a moral and organizational duty significantly increases
transparency and fraud detection. Whistleblowing also serves as a strong
mediator between organizational culture, professional ethics, and fraud
prevention.

Overall, the study highlights the complementary roles of a healthy
organizational culture, strong professional ethics, and effective
whistleblowing systems in safeguarding financial integrity. These
factors enhance public trust, improve financial reporting quality, and
reduce legal risks for financial institutions. The results align with earlier
research, including studies by Pour-Azizian & Sheibani (2024),
Sobhani-Pour et al. (2021), Chen et al. (2022), and Nik-Khoo et al.
(2024), all confirming the significance of ethical culture and
professional ethics in preventing fraud.

Practical Suggestions

e Bank managers should cultivate an ethical and transparent
organizational culture by providing continuous training in
professional ethics and the importance of whistleblowing for fraud
prevention.

e Whistleblowing procedures must be clearly defined, formally
implemented, and supported by organizational leadership to ensure
employees feel protected when reporting misconduct.

¢ Incentive systems should be established to reward individuals who
identify and report fraudulent activities.

e Policymakers should strengthen legal frameworks to support
whistleblowers and reinforce ethical behavior.

e Future researchers are encouraged to examine this model in
government institutions and explore additional mediators, such as
whistleblowing training programs.
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