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The Influence of Public Accounting Firms’ Expansion on
Audit Quality: An Empirical Study

TANG Jianxin, FU Xinyu, CHEN Dong
(School of Economy and Management, Wuhan University, Wuhan 430072, China)

Abstract: This paper selects the merger case of Shine Wing in 2005 and the allied case of BDO China SHU LUN PAN Certi-
fied Public Accountants in 2006 as our empirical research cases. We use the value of DA calculated by the Jones model as
substitution variables of audit quality to study whether audit quality has changed significantly after the expansion. Firstly, we
find that the audit quality of Shine Wing is obviously enhanced overall after the merger, especially the audit quality of its do-
mestic firm has improved more significantly than its firm in Hong Kong; secondly, the members of SHU LUN PAN increase by
means of brand alliance, although the audit quality of its small members has improved, that of SHU LUN PAN and the alliance
has gone down significantly. This research has shown that the further consolidation after accounting firms’ expansion is the key
to improving the quality of audit.

Key Words: CPA firm expansion; audit quality; audit fees; audit risks; audit market; earnings management; audit industry

specialty ; audit demand; audit competence
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