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In their comprehensive study, Arel et al. explore the intricate relationships between ethical leadership,
the internal audit function, and moral intensity, seeking to understand how these elements influence
ethical decision-making within organizations. Their research aims to shed light on the mechanisms
through which ethical behaviors are promoted or hindered in corporate environments, emphasizing the
critical role of leadership and internal controls in fostering an ethical culture. By examining these
interconnected factors, the authors contribute valuable insights into how organizations can better

design their governance frameworks to promote integrity and accountability.

Understanding Ethical Leadership

Definition and Key Attributes of Ethical Leadership

Ethical leadership refers to guiding others according to moral principles, demonstrating integrity,

fairness, and concern for stakeholders. Key attributes include:

e Integrity: Consistent adherence to moral and ethical standards



¢ Fairness: Treating all stakeholders equitably

¢ Accountability: Taking responsibility for one’s actions and decisions

¢ Transparency: Open communication about intentions and decisions

e Empathy: Recognizing and considering the perspectives of others

Arel et al. emphasize that ethical leaders serve as role models, shaping organizational culture and

influencing employees’ moral judgments.

Impact of Ethical Leadership on Organizational Culture

Ethical leadership fosters a culture where integrity is valued and unethical behaviors are discouraged.
This environment promotes:

1. Trust among employees and stakeholders

2. Enhanced reputation and stakeholder confidence

3. Reduced risk of misconduct and fraud

4. Improved compliance with laws and regulations

The authors argue that the moral tone set by leaders cascades throughout the organization, affecting

individual ethical decision-making processes and the overall ethical climate.



The Internal Audit Function and Its Role in Promoting Ethics

Overview of the Internal Audit Function

The internal audit function serves as an independent, objective assurance activity designed to evaluate
and improve organizational governance, risk management, and control processes. Its core

responsibilities include:

Assessing compliance with policies, laws, and regulations

Identifying operational inefficiencies and risks

Detecting and preventing fraud and misconduct

Providing recommendations for strengthening controls

Arel et al. highlight that an effective internal audit function acts as a safeguard against unethical

practices, reinforcing the organization's commitment to integrity.

Internal Audit’s Influence on Ethical Behavior

The internal audit function influences ethical behavior through:

1. Establishing accountability mechanisms



2. Detecting unethical activities early
3. Promoting transparency and openness

4. Encouraging ethical decision-making among employees

By maintaining independence and objectivity, auditors can objectively evaluate ethical concerns and

recommend corrective actions, thereby reinforcing the organization’s moral standards.

Moral Intensity and Its Effect on Ethical Decision-Making

Understanding Moral Intensity

Moral intensity refers to the extent of moral significance or the perceived importance of an ethical
issue. It influences how individuals recognize, interpret, and respond to ethical dilemmas. Several
dimensions contribute to moral intensity:

¢ Magnitude of consequences: The potential impact of the decision

¢ Social consensus: The degree of societal agreement on the issue

¢ Probability of effect: The likelihood that the decision will lead to consequences

¢ Temporal immediacy: The time between the decision and its consequences

¢ Proximity: The closeness of the decision-maker to those affected



¢ Concentration of effect: How focused or dispersed the impact is

Arel et al. argue that higher moral intensity heightens moral awareness, prompting individuals to act

more ethically.

Interaction Between Moral Intensity and Ethical Leadership

Leadership influences how moral intensity affects decision-making. Ethical leaders can:

» Highlight the importance of certain ethical issues
e Encourage employees to consider moral implications seriously

* Provide guidance on how to handle high-moral-intensity dilemmas

The study suggests that when leaders demonstrate moral clarity, they amplify the effect of moral

intensity, leading to more ethically sound choices.

Interplay Between Ethical Leadership, Internal Audit, and Moral

Intensity



Synergistic Effects on Ethical Culture

Arel et al. posit that ethical leadership, internal audit functions, and moral intensity do not operate in

isolation but synergistically reinforce organizational integrity. For example:

¢ Ethical leaders set the moral tone, influencing employees’ perception of what is significant (moral

intensity)

¢ The internal audit function monitors compliance and uncovers unethical conduct, reinforcing

ethical standards set by leadership

¢ High moral intensity among employees prompts leaders and auditors to address issues

proactively

Together, these elements cultivate a strong ethical climate that deters misconduct and promotes moral

behavior.

Practical Implications for Organizations

Based on their findings, Arel et al. recommend organizations implement strategies such as:

1. Developing ethical leadership training programs

2. Strengthening the independence and effectiveness of internal audit functions

3. Raising awareness about the dimensions of moral intensity among employees



4. Creating channels for open communication about ethical concerns

5. Embedding ethical considerations into decision-making processes at all levels

These initiatives work together to enhance moral sensitivity, guide ethical behavior, and ensure

accountability.

Conclusion: Integrating Ethical Leadership, Internal Audit, and

Moral Intensity for Organizational Excellence

Arel et al.’s study underscores the importance of a holistic approach to fostering ethics within
organizations. Ethical leadership lays the foundation by establishing a moral tone and guiding
principles. The internal audit function acts as a vital control mechanism that enforces compliance and
detects misconduct, supporting the ethical climate. Meanwhile, understanding and managing moral

intensity helps individuals recognize the significance of ethical dilemmas and respond appropriately.

By integrating these elements, organizations can create a resilient ethical infrastructure that not only
prevents misconduct but also promotes a culture of integrity and trust. Leaders must be proactive in
modeling ethical behavior, ensuring robust internal controls, and raising awareness about the moral
complexities of decision-making. Such an approach aligns organizational practices with moral

standards, ultimately leading to sustainable success and a positive reputation.

Arel et al.’s research provides valuable insights for practitioners, scholars, and policymakers aiming to
enhance ethical standards in the corporate world. The interplay between leadership, internal audits,
and moral perception is crucial in shaping organizational ethics, and understanding this dynamic can

lead to more effective strategies for ethical governance.



Note: This article synthesizes the key themes and findings from Arel et al.’s study, emphasizing the
interconnectedness of ethical leadership, internal audit functions, and moral intensity in shaping

organizational ethical practices.

Frequently Asked Questions

What is the primary focus of Arel et al.'s study on ethical leadership
and internal audit?

The study primarily investigates how ethical leadership and the internal audit function influence moral

intensity and ethical behavior within organizations.

How does moral intensity impact ethical decision-making according to

Arel et al.?

Moral intensity increases the likelihood of ethical decision-making by emphasizing the ethical

importance and consequences of a situation, as highlighted in Arel et al.'s findings.

What role does the internal audit function play in promoting ethical
conduct in organizations?

The internal audit function serves as a safeguard by detecting, preventing, and promoting ethical

practices, thereby reinforcing organizational integrity as discussed in the study.

According to Arel et al.,, how does ethical leadership influence the
internal audit function?

Ethical leadership sets the tone at the top, fostering a culture of integrity that enhances the

effectiveness and credibility of the internal audit function.



What are the key findings regarding the interaction between moral
intensity and internal audit effectiveness?

The study finds that higher moral intensity enhances the impact of internal audits on ethical

compliance, as auditors are more motivated to act ethically when moral considerations are salient.

In what ways can organizations leverage the insights from Arel et al.'s
research to improve ethical standards?

Organizations can strengthen ethical leadership, enhance internal audit practices, and raise moral

awareness to foster a more ethical organizational environment.

Does the study suggest that internal audits can directly influence
ethical behavior, or is their effect mediated by other factors?

The study suggests that the effect of internal audits on ethical behavior is mediated by factors like

moral intensity and leadership, which amplify or diminish their influence.

What implications does Arel et al.'s study have for internal auditors
and organizational leaders?

The study underscores the importance of ethical leadership and understanding moral context, guiding

internal auditors and leaders to prioritize ethical considerations in their roles.

Are there any limitations or future research directions identified in Arel
et al.'s study?

Yes, the study notes limitations such as sample scope and calls for future research to explore different

organizational contexts and longitudinal effects of ethical interventions.



Additional Resources

Arel et al. in Their Study of Ethical Leadership, the Internal Audit Function, and Moral Intensity: An In-

Depth Analysis
Introduction

The landscape of organizational governance is increasingly shaped by the nuanced interplay of ethical
leadership, internal audit functions, and moral intensity. In their seminal study, Arel et al. delve into
these interconnected elements to better understand how ethical considerations influence organizational
decision-making and integrity. Their research not only highlights the significance of ethical leadership
but also underscores the pivotal role played by internal audit functions in fostering an ethical culture
within organizations. Moreover, the concept of moral intensity—how morally significant a situation is
perceived to be—serves as a critical lens through which the study examines ethical behavior in
corporate settings. This comprehensive review aims to unpack Arel et al.'s findings, elucidate their

implications, and analyze the multifaceted relationships among these variables.

Understanding Ethical Leadership

Definition and Core Attributes

Ethical leadership refers to the demonstration of normatively appropriate conduct through personal
actions and interpersonal relationships, and the promotion of such conduct among followers. Arel et al.
emphasize that ethical leaders serve as role models, setting a moral tone that influences
organizational culture and employee behavior. Core attributes of ethical leadership include integrity,

fairness, accountability, transparency, and concern for stakeholders.



The study underscores that ethical leaders do not merely comply with legal standards but actively
promote ethical standards, fostering an environment where ethical considerations are integral to

decision-making processes. This leadership style is characterized by:

- Transparency: Open communication about ethical expectations and dilemmas.
- Accountability: Holding oneself and others responsible for ethical conduct.
- Empathy and Fairness: Considering the impact of decisions on all stakeholders.

- Moral Courage: Willingness to confront unethical practices despite potential risks.

The Impact of Ethical Leadership on Organizational Culture

Arel et al. argue that ethical leadership significantly shapes organizational culture by setting moral
benchmarks and expectations. When leaders consistently demonstrate ethical behavior, it cultivates a
culture of trust, integrity, and accountability. Such environments are less prone to unethical practices
like fraud, corruption, or misconduct because employees internalize and emulate the ethical standards

set by their leaders.

The research indicates that ethical leadership can:

- Reduce unethical behavior: Employees are more likely to adhere to ethical standards when their
leaders exemplify them.

- Enhance ethical climate perception: The shared perception of ethical norms within the organization is
strengthened.

- Improve stakeholder trust: Ethical leadership fosters confidence among investors, customers, and

regulators.



The Internal Audit Function as an Ethical Pillar

Role and Responsibilities of Internal Audit

Internal audit functions serve as an organization's internal watchdog, tasked with evaluating and
improving the effectiveness of risk management, control, and governance processes. Arel et al.
emphasize that beyond their traditional roles, internal auditors are increasingly viewed as vital agents

in promoting ethical conduct.

Key responsibilities include:

- Assessing compliance: Ensuring adherence to laws, regulations, and internal policies.
- Detecting irregularities: Identifying potential fraud or misconduct.
- Advising on controls: Recommending improvements to prevent unethical behavior.

- Promoting ethical standards: Encouraging a culture of integrity through audits and recommendations.

Internal Audit and Ethical Culture

The study highlights that the internal audit function can serve as an ethical safeguard within
organizations. An independent and well-resourced internal audit department signals organizational
commitment to integrity. Internal auditors act as ethical gatekeepers, providing assurance that

management and employees uphold organizational values.
Arel et al. point out that the effectiveness of internal audits in promoting ethics depends on:
- Audit independence: Ensuring auditors can operate without undue influence.

- Audit quality: Conducting thorough, objective, and impartial evaluations.

- Communication: Clearly reporting findings related to ethical lapses and control weaknesses.



- Follow-up: Monitoring the implementation of ethical recommendations.

Furthermore, the internal audit function can influence ethical decision-making by highlighting risks

associated with unethical conduct, thereby shaping organizational responses to ethical dilemmas.

Moral Intensity: The Moral Salience of Situations

Conceptual Framework of Moral Intensity

Moral intensity refers to the degree of moral significance or urgency that individuals assign to a
particular situation. Arel et al. adopt this concept to explain variations in ethical behavior, emphasizing

that the perception of moral importance influences decision-making.
The key dimensions of moral intensity include:

- Magnitude of consequences: The extent of harm or benefit resulting from an action.

- Social consensus: The degree of social agreement about the morality of an action.

- Probability of effect: The likelihood that the action will produce the consequences.

- Temporal immediacy: How quickly the consequences will occur.

- Proximity: The closeness (social, psychological, or physical) to those affected.

- Concentration of effect: The extent to which consequences are concentrated on a few individuals

versus dispersed.

Arel et al. argue that situations with high moral intensity are more likely to elicit ethical responses, as

individuals perceive a greater moral obligation to act ethically.



Influence of Moral Intensity on Ethical Decision-Making

The study emphasizes that moral intensity interacts with ethical leadership and internal audit functions
to influence behavior. When individuals perceive a situation as morally intense, they are more inclined

to:

- Engage in ethical reasoning: Weighing the moral implications carefully.
- Experience moral emotions: Such as guilt or pride, which motivate ethical or unethical choices.

- Seek guidance: Relying on internal controls or leadership cues to act appropriately.

Conversely, in low moral intensity scenarios, individuals may overlook ethical considerations,
highlighting the importance of organizational cues and leadership in elevating the moral salience of

dilemmas.

Interplay of Ethical Leadership, Internal Audit, and Moral

Intensity

Synergistic Effects on Ethical Behavior

Arel et al. propose that the confluence of ethical leadership, a robust internal audit function, and high
moral intensity creates an environment conducive to ethical behavior. Each element reinforces the

others:

- Ethical leadership sets the moral tone and influences employees’ perception of moral importance.

- Internal audits serve as an objective mechanism to detect and address ethical issues, especially in



high moral intensity situations.
- Moral intensity determines the moral significance of specific dilemmas, triggering ethical responses

when appropriately recognized.

The interaction among these elements fosters a culture where ethical considerations are internalized,

and misconduct is both discouraged and proactively identified.

Implications for Organizational Governance

The study suggests that organizations aiming to enhance ethical standards should:
- Develop ethical leadership programs that promote moral exemplarity.
- Strengthen internal audit functions to ensure independence and focus on ethical assessments.

- Educate employees about moral intensity to heighten awareness of morally significant situations.

By integrating these components, organizations can create a resilient ethical framework capable of

navigating complex dilemmas.

Practical Implications and Future Directions

For Practitioners and Organizations

Organizations can draw several lessons from Arel et al.'s findings:

- Leadership Development: Invest in training programs that emphasize ethical leadership qualities.



- Audit Enhancements: Ensure internal audits are sufficiently independent, comprehensive, and
focused on ethical issues.

- Ethical Culture Promotion: Foster open communication and a safe environment for reporting unethical
conduct.

- Situational Awareness: Educate employees to recognize high moral intensity situations and respond

appropriately.

Research Opportunities

While the study provides valuable insights, future research could explore:

- The impact of cultural differences on perceptions of moral intensity.
- The role of organizational size and industry in shaping ethical dynamics.
- Longitudinal studies to assess how ethical leadership and internal audit functions influence ethical

culture over time.

Conclusion

Arel et al.'s comprehensive exploration of ethical leadership, the internal audit function, and moral
intensity offers a nuanced understanding of organizational ethics. Their research underscores that
fostering an ethical environment requires a multifaceted approach—strong, moral exemplars at the
helm; vigilant, independent internal controls; and heightened awareness of morally significant
situations. As organizations navigate increasingly complex ethical landscapes, these insights serve as

vital guidance for cultivating integrity, trust, and sustainable success.
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