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[ TR %]
Effects of Risk-oriented Auditing Standards on Auditing Quality .

An Empirical Study Based on A Stock Market
CHEN Hong, CHEN Yu-xiu

Abstract: Based on the game theory and the Jones model, this paper used the game theory to analyze the whole process of audit
rather than the audit reporting process, and found that auditors and quoted companies have game relationships on credible commit-
ment, so the current audit opinion may have an obvious impact on earnings management. Then the panel-data Granger Test verified
the causal relationship between earnings management and audit opinion, which means earnings management would affect the audit o-
pinion, and vice versa. Further grouped regression results found that before 2007, audit opinion had no significant influence on
earnings management, but after 2007, the audit opinion engendered significant influence on the earnings management. This result
indicated that the implementation of risk-oriented auditing standards enhanced the game ability of auditors, as it ensured the audit o-
pinion to compress discretionary accruals by the credible commitment, and then ultimately improved the audit quality.

Key Words: risk-oriented auditing standards; audit quality; standard audit opinion; earnings management; Granger Test;

game theory; discretionary accruals
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