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Economic Dependence, Reputation Effect and Audit Quality .

An Empirical Research at Audit Office Level of Accounting Firm

CHEN Bo
(School of Accounting, Central-South University of Finance, Economics and Law, Wuhan 430073, China)

Abstract: As the relatively independent decision making units, audit offices’ attributes and practical behaviors have a great in-
fluence on audit quality. By using the data of 2007—2010 A-Share listed companies in China and taking performance-adjusted
abnormal accruals as proxy of audit quality and the audit offices as analytical units, this paper tested the relationship between
client importance and audit quality, and the moderating effect of reputation effects of auditors’ reputation. It is found that audi-
tors at audit offices are more tolerable of earnings manipulation of those clients ranked top 25% according to the degree of eco-
nomic importance, especially the income increasing manipulation. However, such an effect only exists in clients audited by
non-BIG 4 auditors. The propensity to issue modified audit opinions as an alternative proxy of audit quality, this paper found
further supporting evidence.

Key Words: client importance; economic dependence; reputation effect; audit quality influencing factors; audit independ-

ence; accounting firm reputation
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