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Highlights

1. Identification of eight key social factors affecting the business of
audit firms, including public trust, demographic shifts,
organizational culture, technological developments, socio-
economic regulations, communication networks, economic
inequality, and cultural diversity.

2. Emphasis on the pivotal role of public trust and reputation as the
cornerstone of the professional existence of audit firms and its direct
impact on client acquisition and human resource retention.

3. Examination of the impact of technological developments and
digitalization as a dual factor that is considered both a threat and an
opportunity for audit firms.

4. The importance of organizational culture and professional ethics as
a decisive factor in reducing violations, increasing profitability, and
differentiation in the competitive market.

5. Presentation of an indigenous three-tier (micro, meso, macro) model
for the application of findings by firm managers, professional
bodies, and macro-level policymakers.

Abstract

The pattern of the influence of social factors on the business of auditing firms
member of the Iranian Association of Certified Public Accountants can be
described as follows: Societal expectations and values, such as the increasing
demand for transparency and accountability, directly impact the professional
standards of accountants and shape the regulatory and reporting environment.
These social factors create a framework of cultural norms and trust that
auditing firms are compelled to adhere to and align with in order to maintain
their credibility and fulfill their responsibilities to society. Consequently, this
external social pressure influences both internal organizational strategies, such
as the development of staff professional competencies, and operational
processes, such as the quality of audit reports. The aim of this research is to
present a model of the influence of social factors affecting the business of
auditing firms member of the Iranian Association of Certified Public
Accountants.

The method used in this research is field-based and factor analysis. The
statistical population of the research includes individuals active in the auditing
profession, and questionnaire data were completed in 1404 (2025-2026
Gregorian calendar), which included 30 experts in the interview section and
140 people in the questionnaire distribution section. The method used in this
research was mixed; initially, using multi-faceted Grounded Theory through
interviews and a search of past conducted research, the research variables were
identified and were finalized using Lawshe's index for the influencing factors,
and finally, factor analysis was used to analyze the research questions. The
results of the research showed that public trust and reputation, demographic
and workforce developments, organizational culture and professional ethics,
technological developments and digitalization, socio-economic laws and
regulations, communication networks and business relationships, economic



inequality and class disparities, globalization and cultural diversity impact the
business of auditing firms.

Keywords: Social factors, professional ethics, business, business of audit
firms

Extended Abstract

The impact model of social factors affecting the business
of audit firms Member of the Iranian Association of
Certified Public Accountants

INTRODUCTION

In the contemporary, complex, and dynamic economic landscape, audit firms
play a vital role as professional institutions that ensure financial transparency,
lend credibility to financial statements, and uphold public trust. Their success,
however, transcends mere technical accounting expertise and is deeply
embedded within a complex interplay of social, psychological, and
professional factors. For audit firms operating within professional bodies like
the Iranian Association of Certified Public Accountants (IACPA), navigating
challenges such as regulatory shifts, technological disruption, heightened
stakeholder expectations, and intense market competition is paramount. While
prior research has predominantly focused on internal, technical, and legal
determinants, a significant gap exists in understanding the systematic impact
of broader social factors on the core business and sustainability of these firms.
Social factors, including public trust, cultural norms, demographic changes,
and socio-economic regulations, create the foundational environment in which
audit firms operate, directly influencing their professional standards,
reputational capital, and operational strategies. This research addresses this
critical gap by aiming to develop and validate a comprehensive model that
elucidates the influence of key social factors on the business of audit firms that
are members of the IACPA. The study moves beyond a narrow technical view,
repositioning audit firms as social actors whose legitimacy and success are
contingent upon aligning with societal values and expectations.
MATERIALS AND METHODS

This research employed an exploratory, development-oriented design utilizing
a sequential mixed-methods approach. The study was conducted in two
primary phases. First, a qualitative phase based on the Grounded Theory
strategy was implemented to identify the relevant social factors. The target
population consisted of experts, managers, and consultants in the auditing
field. Using purposive and snowball sampling, semi-structured interviews
were conducted with 30 experts until theoretical saturation was achieved. The
interview data were transcribed and analyzed through a systematic six-stage
coding process: immersion in data, extraction of primary codes, categorization
of codes into broader items, mapping of item networks, finalization of the
network, and reporting. To ensure validity, member checking and peer review
by experts were employed. Reliability was secured through meticulous
documentation, including same-day transcription and systematic coding
procedures. From this analysis, 89 distinct items were extracted, leading to the
identification of eight core social factors.
Subsequently, a quantitative phase was designed to test and validate the
model. A researcher-made questionnaire, developed based on the qualitative
findings, was distributed. The statistical population for this phase included
professionals active in auditing. A total of 140 usable questionnaires were
collected and analyzed. Data analysis was performed using Partial Least



Squares Structural Equation Modeling (PLS-SEM) with SmartPLS software.
The measurement model was assessed for reliability (Composite Reliability
and Cronbach's Alpha > 0.7) and convergent validity (Average Variance
Extracted > 0.5). The structural model was then evaluated using path
coefficients, coefficient of determination (R?), predictive relevance (Q?), and
model fit indices (SRMR, NFI).

RESULTS AND DISCUSSION

The analysis confirmed a robust model identifying eight key social factors
significantly impacting the business of I[ACPA audit firms. The factors, in
order of their path coefficient strength, are: Organizational Culture and
Professional Ethics (f=0.512), Technological Developments and
Digitalization (f=0.509), Public Trust and Reputation ($=0.418), Socio-
economic Laws and Regulations (f=0.442), Economic Inequality and Class
Disparity (p=0.429), Demographic and Workforce
Shifts ($=0.391), Communication Networks and Business
Relationships (f=0.366), and Globalization and Cultural Diversity (=0.309).
All path coefficients were statistically significant (p<0.01). The model
demonstrated strong explanatory power, with an R? of 0.744 for the "Business
Success of Audit Firms" construct, indicating that these eight factors explain
approximately 74.4% of the variance in business outcomes.
The findings underscore that organizational culture and ethics form the DNA
of an audit firm, directly influencing integrity, staff retention, and ultimately,
profitability. Technological change emerges as a powerful dual-force; while
automation presents a threat to traditional tasks, it offers unprecedented
opportunities for data analytics, enhanced fraud detection, and new service
models. Public trust is confirmed as the non-negotiable cornerstone, where
reputation acts as both a shield and a magnet for clients and talent. The study
reveals that socio-economic regulations and global standards (like ESG
reporting) are not just compliance costs but can be leveraged to develop new
advisory services. Furthermore, factors like economic inequality and
demographic changes (e.g., an aging workforce and Gen Z expectations)
reshape market demand and internal human resource strategies, forcing firms
to adapt their value propositions and workplace policies. These results align
with and extend prior literature (e.g., McGregor et al., 2020 on technology
threats; Dobrowolski et al., 2022 on business model adaptation) by integrating
them into a unified, socially-grounded framework specific to the Iranian audit
context.

CONCLUSION

This research successfully developed and validated a comprehensive model
detailing the impact of social factors on the business of audit firms within the
IACPA. It concludes that audit firms operate not in a technical vacuum but
within a dense web of social forces. Sustainable success requires managers to
strategically manage these eight identified factors. Firms must proactively
build public trust through transparency, cultivate a strong ethical culture, view
technology as a strategic imperative for service innovation, and adapt to
demographic and socio-economic realities. For professional bodies like the
IACPA, the findings suggest a need to revise professional standards and CPD
programs to emphasize social accountability, ethical resilience, and digital
fluency. For policymakers, the study highlights the importance of creating a
regulatory environment that incentivizes transparency and social
responsibility. Ultimately, by transforming these social challenges into
strategic opportunities, audit firms can reinforce their role as essential
guardians of trust and integrity in the national economy. Future research could
explore the interrelationships between these factors or examine the model's
applicability in other professional service sectors.

Keywords: Social factors, professional ethics, business, business of audit
firms
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