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Government Regulation, Auditor Size and Audit Opinions: An

Empirical Investigation from China’s SEO Regulation

WANG Liangcheng
(School of Business Administration, Sichuan University, Chengdu 610065, China)

Abstract; This paper aims to investigate the effect of auditor size on audit opinion decisions and its consequence for regulators
in the institution of China’s SEO regulation. Based on a sample of China’s SEO applicants form 1998 to 2003, the paper docu-
ments that the probability of issuing modified audit opinions was significantly low for the small auditors after the revision of
China’s SEO regulation in 2001, but it was not true before that. Conversely, regulators actually took audit opinions issued by
small auditors into account in the SEO approval process before SEO regulation was revised in 2001. By doing that, it will pro-
vide some direct empirical evidence and also policy inspirations for China’s reform of stock market.

Key Words: audit opinions; auditor office size; government regulation; SEO; control; audit quality; equity refinancing control
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