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Client-auditor Mismatching and Corporate Goodwill
WANG Wenjiao, TAN Yun
(School of Management, Sichuan Agricultural University, Chengdu 611130, China)

Abstract: Focusing on Chinese A-stock companies between 2007 and 2018, this paper examines the impact of client-auditor mismatching
on corporate goodwill and the underlying mechanisms. The empirical results show that the client-auditor upward mismatches produce a nega-
tive effect on corporate goodwill, while the client-auditor downward mismatches improve corporate goodwill. The above effects are weaker for
firms with higher accounting conservatism and marketization degree, which supports the importance of internal governance and external mo-
nitoring. These results are robust to considering endogeneity issues, tests on alternative measures of key variables, and subsamples. We fur-
ther find that client-auditor upward mismatches reduce the impairment of corporate goodwill, but client-auditor downward mismatches have
no significant effect on goodwill impairment.

Key Words: client-auditor mismatching; corporate goodwill; goodwill impairment; accounting conservatism; marketization degree
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