The Effect of Locus of Control and Emotional Intelligence on Audit Quality

Extended Abstract

Background and Purpose: High-quality audits play an essential role in enhancing investors'
trust in financial reports. They contribute to improving the transparency of financial markets
and serve as a critical mechanism for monitoring managerial activities, limiting opportunistic
behavior, and reducing agency costs in the relationship between managers and owners. This
research examines the effects of locus of control and emotional intelligence on audit quality,
highlighting their significance in promoting accountability and strengthening the reliability of
financial reporting.

Methodology: The statistical population for this study consists of accountants and financial
managers employed by executive bodies in the city of Birjand, totaling 80 individuals. A
representative sample of 66 participants was selected from this group using the Karjisi-Morgan
(1970) table. Questionnaires were distributed among the participants through the convenience
sampling method, ensuring accessibility and practicality in data collection. This study employs
a descriptive approach with a causal focus and is categorized as applied research in terms of
its objectives. Data were collected using three standardized questionnaires: Sirgaro et al.'s
(2018) instrument for the locus of control, Daniel Goleman's (2007) emotional intelligence
scale, and audit quality questionnaires developed by Nechel et al. (2013) and Kirwan et al.
(1991). The research supervisor reviewed and validated the standardised tools for their
suitability in achieving the study's aims. Reliability was assessed using Cronbach's alpha,
which yielded coefficients of 0.937, 0.906, and 0.894, respectively, demonstrating high internal
consistency across the instruments. The data analysis was conducted in two distinct stages. In
the first stage, descriptive statistics were processed using SPSS software to summarize the
demographic characteristics of the respondents and provide a general overview of the data. In
the second stage, inferential statistics were applied, utilizing structural equation modeling
(SEM) with Smart PLS software to test the research hypotheses. This dual-phase methodology
allowed for a detailed examination of the relationships between the variables under study and
their respective effects on audit quality.

Findings: The study tested two primary hypotheses along with five sub-hypotheses. The
results demonstrated that locus of control, with a path coefficient of 0.255, and emotional
intelligence, with a path coefficient of 0.658, significantly impact audit quality. Further
analysis of the sub-hypotheses revealed that self-awareness (path coefficient: 0.160), self-
regulation (path coefficient: 0.350), empathy (path coefficient: 0.251), and social skills (path
coefficient: 0.359) also exert significant influences on audit quality. These findings highlight
the multifaceted contributions of emotional intelligence to the auditing process. The t-values
for these variables exceed 1.96, and their significance levels are below 0.05, confirming that
the path coefficients are statistically significant at the 0.05 error level. However, spontaneity,
with a path coefficient of 0.063, was found to have no significant effect on audit quality. The
corresponding t-value of 0.717 falls below the threshold of 1.96, and the significance level
exceeds 0.05, indicating that this path coefficient is not statistically significant. The results also
suggest that emotional intelligence exerts a stronger influence on audit quality compared to
locus of control.

Discussion: Emotional intelligence is an essential factor that enhances the effectiveness of the
auditing process. Attributes such as strong motivation, the ability to regulate emotions,
empathy, and well-developed social skills empower auditors to identify and analyze relevant
audit evidence more effectively. These abilities, supported by attribution theory, contribute to



improved audit quality. Emotional intelligence also plays a key role in strengthening auditor
independence, vital for maintaining professional integrity and reducing the likelihood of
fraudulent activities in financial statement audits. Auditors with heightened emotional
intelligence are better equipped to understand their emotions and those of others. This
understanding enables them to manage interpersonal relationships effectively and approach
their responsibilities more efficiently. On the other hand, auditors who lack emotional control
often experience internal conflicts that undermine their performance and decision-making
capabilities. Locus of control is another significant factor influencing audit quality, as it
directly impacts individual behavior and motivation. Individuals with a strong internal locus
of control, who believe that their actions determine outcomes, tend to demonstrate higher
motivation levels and are better prepared to acquire new skills and achieve their objectives.
This perspective encourages persistence and resilience, which are essential qualities for
auditors working in complex and high-pressure professional environments. Success achieved
through these efforts reinforces self-esteem and builds self-confidence, further enhancing an
auditor's ability to perform their duties effectively.
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