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Internal Control Quality and Auditor Changes .

Evidence from Chinese Listed Companies
FANG Hongxing, Liu Dan

(School of Accounting, Northeast University of Finance and Economics, Dalian 116025, China)

Abstract: The paper examines the relationship between the internal control quality and auditor changes by using the listed
companies which changed their auditors in 2010 as samples. The results show that there is a statistically significant negative
correlation between the internal control quality and auditor changes. To the listed companies which changed their auditors, the
relationship between the demand for high quality auditors and internal control quality demonstrates an inverted U type curve. It
means that when their internal control quality is effective enough, the relationship between internal control and the demand for
high quality auditors is substitutive.

Key Words: internal control quality; auditor changes; direction of auditor changes; high quality auditors; external audit;

substitution effect; CPA firms
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