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An Empirical Study on the Influence of Accounting Firms’ Geopolitical

Factors on Audit Quality

KAN Jinghua' , WANG Hui’
(1. School of Accounting, Nanjing University of Finance and Economics, Nanjing 210023, China;
2. Nanjing Branch of Nanjing Bank, Nanjing 210000, China)

Abstract: Geographical relationship is one of environmental factors affecting audit quality. Based on the latitude and longitude
information manually collected between client and accounting firm, this paper calculates the distance between client and ac-
counting firm and then distinguishes the administrative regional consistency of the two. With the company’s discretionary accru-
al as an alternative variable of audit quality and the data of Shenzhen A-share listed companies from 2012 to 2014 as sample,
this paper constructs a multiple regression model to analyze the influence of accounting firms’ geopolitical relations on audit
quality. The results show that there is a significant correlation between the geographical relationship and audit quality. From
the perspective of natural geography, the farther the accounting firm is to the client, the worse the audit quality is. From the
perspective of human geography, the administrative regional consistency of client and accounting firms is in favor of improving
audit quality. And at the same time, the interaction effect is significant, that is, the consistency of administrative regions of
Client-Accounting Firms, helps strengthen the correlation between the distance and the audit quality.

Key Words: accounting firm; geographical relations ; audit quality; audit environment; earnings management; audit opinion;

firm’s region
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