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Does the Accountability System for Illegal Operation and Investment Affect

Audit Fees of State-owned Enterprises?

SHEN Lu', XIANG Rui', LIN Zeyu’
(1. School of Business, Sichuan University, Chengdu 610064, China;
2. Xiamen Guomao Real Estate Group Co. , Lid, Xiamen 361000, China)

Abstract; The implementation of “lifelong accountability” for state-owned enterprise executives for the first time helps to strengthen the
compliance and risk awareness of executives, improves enterprise governance structure, and potentially affects auditor risk decision-making.
This study takes accountability system for illegal operation and investment of state-owned enterprises as a quasi-experiment, and explores the
behavioral decision-making of auditors from the perspective of audit fees using a Difference-in-Differences with multiple time periods. The
study shows that the accountability system for illegal investment significantly reduces audit fees of enterprises. The mechanism test shows
that reducing inherent and control risks, and improving auditing efficiency are important paths for the system to curb audit fees of state-
owned enterprises. A further examination shows that the characteristics of managers or external supervision mechanisms or the size of ac-
counting firms or accountability pressure or accountability standards could affect the inhibitory effect on audit fees of enterprises under the
function of this system. The study provides empirical evidence from an audit perspective for the effectiveness of the accountability system for
illegal business operation and investment, meanwhile it provides policy references for improving and promoting the supervision and accounta-
bility mechanism of state-owned enterprises.

Key Words: accountability system for illegal business operation and investment; audit fees; state-owned enterprises; lifelong accountabili-

ty; internal control; compliance operation; accountability pressure; audit efficiency
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