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Underwriter Reputation, Auditor Independence and Auditor Choice

YU Fusheng, WANG Chengfang
(School o f Business, Renmin University of China, Beijing 100872, China)

Abstract: Auditor choice is one of the most important issues in the field of auditing, accounting and economics. This paper
examined the effects of underwriter reputation on auditor choice and the impact of improved auditor independence on the rela-
tionship between underwriter reputation and auditor choice of IPO companies, still, these effects in the state-owned enterprises
and non-state-owned enterprises whether it would be different. It shows that the higher underwriter reputation, the more tend-
ency to choose the top-10 auditors which represent the high audit quality, and this conclusion can be established in the state-
owned enterprises but not in the state-owned enterprises. Especially, improved auditor independence weakens the positive cor-
relation between underwriter reputation and auditor choice, and also this conclusion is the same. More importantly, the con-
clusion has implications for government regulators, managers and investors’ decisions.

Key Words: underwriter reputation; auditor independence; auditor choice; PO corporations; audit market; high-quality au-

dit; high reputation firm
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