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The relationship between audit firm leadership style
and auditor professional competence with the

mediation of behavioral entropy
Highlights:

e The impact of leadership styles on auditors’ professional
competence was examined.

e Directive leadership had a negative effect, while consultative and
participative styles had positive effects.

e Behavioral entropy acted as a mediator between leadership styles
and professional competence.

e Participative and supportive leadership enhances audit quality and
professional ethics.

Abstract

The purpose of this study is to examine the effect of leadership styles
in auditing firms on auditors' professional competence, with an emphasis
on the mediating role of behavioral entropy. Considering the importance
of audit quality in enhancing public trust and reducing information risk,
identifying factors influencing auditors' professional competence appears
essential. This applied research was conducted using a descriptive-
correlational method. The statistical population included 5,545 certified
public accountants in Iran. The minimum sample size, based on Cochran’s
formula, was determined to be 359; however, 489 individuals were
selected through random sampling for the study. Data were collected using
Hersey and Blanchard’s (1999) standardized situational leadership style
questionnaire, along with researcher-made questionnaires on auditor
professional competence and auditor behavioral entropy. Structural
equation modeling was used to test the hypotheses. The findings revealed
that the directive leadership style has a significant negative effect on
auditors' professional competence, while the coaching and participative
leadership styles have positive and significant effects. The delegative
leadership style did not have a significant effect on professional
competence. Additionally, results confirmed the mediating role of
behavioral entropy: coaching and participative styles increased
professional competence by reducing behavioral entropy, whereas the
directive style negatively affected professional competence by increasing
behavioral entropy. The findings emphasize the importance of selecting



appropriate leadership styles in auditing firms and indicate that leaders
employing participative and supportive approaches can foster the
enhancement of professional ethics, behavioral cohesion, and audit service
quality improvement.

Keywords: Leadership style, auditor professional competence, auditor
behavioral entropy, auditor, auditing firm.



Extended Abstract

Background and Objective:

In recent decades, the auditing profession has faced a variety of challenges
such as declining public trust, financial scandals, and weaknesses in
auditors’ professional competence. These challenges do not stem solely
from auditors’ technical knowledge or practical experience, but are also
influenced by behavioral and organizational factors. Professional
competence, defined as the ability to effectively apply knowledge,
experience, and professional judgment in the auditing process, is one of the
most crucial indicators of audit quality. Among the key determinants, the
leadership style of audit firm managers can influence auditors’ professional
competence by shaping or disrupting behavioral and psychological
coherence among staff. Accordingly, this study aimed to investigate the
relationship between leadership styles in auditing firms and auditors’
professional competence, emphasizing the mediating role of behavioral
entropy.

Theoretical Foundations and Literature Review:

This study is grounded in the Path—Goal Theory, which emphasizes the
alignment between a leader’s behavior and subordinates’ characteristics in
achieving organizational objectives. According to this theory, leaders can
improve employee performance by adopting appropriate styles that guide
behavior, enhance motivation, and reduce ambiguity. The main leadership
styles within this framework include directive, supportive, participative,
and delegating styles.

In the professional auditing context—characterized by team-based work
and judgmental decision-making—Ieadership plays a crucial role in
fostering trust, accountability, professional ethics, and behavioral
coherence. A key innovative concept in this study is behavioral entropy,
referring to the degree of disorder, tension, and inconsistency within team
behavior. High behavioral entropy may weaken intra-organizational
communication, reduce accuracy, and increase errors during the auditing
process. Conversely, effective leadership that reduces behavioral entropy
can enhance focus, discipline, and group cohesion, thereby improving
auditors’ professional competence. Based on this premise, participative
and supportive leadership styles are expected to positively influence
professional competence through reducing behavioral entropy, whereas a
directive style is likely to have an adverse effect.

Methodology:

This applied study employed a descriptive—correlational design. The
statistical population consisted of all members of the Iranian Association
of Certified Public Accountants (n = 5,545). Using Cochran’s formula, a
minimum sample size of 359 was estimated, and 489 valid questionnaires
were collected through random sampling. Three instruments were utilized



for data collection: 1) Hersey and Blanchard’s Situational Leadership
Questionnaire (1999), measuring four leadership styles: directive,
supportive, participative, and delegating. 2) Researcher-made Behavioral
Entropy Questionnaire (20 items). 3) Researcher-made Professional
Competence Questionnaire (45 items). Content validity for all instruments
was confirmed using CVR and CVlI indices, both exceeding the acceptable
thresholds (0.62 and 0.79). Reliability was verified via Cronbach’s alpha
coefficients of 0.845 and 0912 for the two researcher-made
questionnaires, respectively. Data analysis was conducted using SPSS and
SmartPLS software, with hypotheses tested through structural equation
modeling (SEM).

Findings:

Correlation analysis indicated that supportive and participative leadership
styles had a positive and significant relationship with auditors’ professional
competence, while the directive style had a significant negative
relationship, and the delegating style showed no significant correlation.
Moreover, behavioral entropy exhibited a significant negative relationship
with professional competence.

Path analysis results from the SEM revealed that the directive leadership
style had a significant negative effect on professional competence (f =
—=0.09, p = 0.042). The supportive (p = 0.16, p = 0.003) and participative
(B =0.33, p = 0.001) styles had significant positive effects, whereas the
delegating style remained non-significant (p > 0.05).

The mediating role of behavioral entropy was also confirmed: supportive
and participative leadership styles increased professional competence
indirectly by reducing behavioral entropy (indirect effects = 0.024, p =
0.027 and 0.019, p = 0.048, respectively). In contrast, the directive style
negatively affected professional competence through increasing behavioral
entropy (indirect effect = —0.027, p = 0.02). The delegating style showed
no significant mediation effect.

Overall, the conceptual model demonstrated a good fit, confirming that
behavioral entropy partially mediates the relationship between leadership
styles and professional competence.

Discussion and Conclusion:

The findings highlight that enhancing audit quality requires
simultaneous attention to technical expertise, professional behavior, and
effective leadership styles. Therefore, auditing firms seeking to align with
international standards and rebuild public trust should institutionalize
interactive and participative leadership within their organizational culture.
This approach, by reducing behavioral entropy and reinforcing
professional coherence, can ultimately enhance auditors’ competence and
organizational effectiveness.
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