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PRE 0.144 8 . BIG 10 0.533 3
14.48% 53.33% “ ”
POST 0.226 7
22.67%
2
Table 2 Descriptive statistics
1/4 3/4
A0S 0.073 5 0.260 9 0.000 0 0.000 0 0.000 0 0.000 0 1..000 0
TREAT 0.769 8 0.421 0 0.000 0 1..000 0 1.000 0 1.000 0 1..000 0
PRE 0.144 8 0.3519 0.000 0 0.000 0 0.000 0 0.000 0 1..000 0
POST 0.226 7 0.418 7 0.000 0 0.000 0 0.000 0 0.000 0 1..000 0
BIG10 0.5333 0.498 9 0.000 0 0.000 0 1.000 0 1.000 0 1..000 0
FIRST 0.3515 0.148 0 0.093 4 0.234 7 0.3308 0.4513 0.748 6
INDR 0.373 4 0.053 2 0.3125 0.3333 0.3333 0.428 6 0.571 4
SIZE 22.068 2 1.289 5 19.540 9 21.155 1 21.895 3 22.795 0 26.093 6
LEV 0.441 4 0.209 7 0.053 6 0.274 6 0.4359 0.601 4 0.906 5
ROA 0.036 4 0.058 5 -0.227 4 0.0129 0.034 7 0. 064 1 0.195 4
OCF 0.044 0 0.073 7 -0.1929 0.004 4 0.043 7 0. 086 4 0.248 2
LOSS 0.099 9 0.299 9 0.000 0 0.000 0 0.000 0 0.000 0 1.000 0
GROWTH 0.206 5 0.537 4 -0.588 4 -0.020 1 0.1149 0.2825 3.8410
RET 0.131 1 0.6159 -0.717 5 -0.287 5 -0.026 1 0.369 1 2.569 3
AR 0.114 1 0.102 3 0.000 1 0.0300 0.089 9 0. 169 2 0.462 7
SEO 0.116 1 0.320 3 0.000 0 0.000 0 0.000 0 0.000 0 1..000 0
STATE 0.408 6 0.491 6 0.000 0 0.000 0 0.000 0 1.000 0 1..000 0
LISTAGE 10.877 9 6.503 9 2.000 0 5.000 0 10. 000 0 16. 000 0 25.000 0
3.2 H1
3 H1 . TREAT x . H1. TREAT x PRE
PRE TREAT x POST
. TREAT x POST
1.25% 0.82%.
3
Table 3 Audit fees regulation and audit opinion shopping
1 AOS : AOS
z /% z /%
TREAT 0.004 5 0.09 0.03 GROWTH 0.241 77 7.72 1.51
TREAT x PRE | 0.200 9** 2. 14 1.25 RET -0.316 2*** -5.98 -1.97
TREAT x POST | 0.132 5** 2.51 0.82 AR -0.509 1** -2.41 -3.17
BIG10 -0.007 4 | -0.21 -0.05 SEO 0.0179 0.32 0.11
FIRST 0.002 3" 1.82 1.42 STATE 0.089 3** 1.98 0.56
INDR 0.673 3** 2.00 4.20 LISTAGE 0.011 6*** 3.35 0.07
SIZE -0.161 8***| —8.48 -1.01 Intercept 0.0256 0.06 —
LEV 0.671 5% | 5.93 4.19 /
ROA 3.021 3% | 8.91 18. 84 N 24 873
OCF -0.1333 | -0.49 -0.83 Pseudo R? 0.546 4
LOSS 2.895 3*** | 49.29 18. 05 Chi? 5 498. 29 ***

e N 1% 5%  10% ; z
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3.3 H2 ( - )
4 H2 BIG10 ( )
( (1) ) TREAT x PRE TREAT x H2. (1) TREAT x
POST ; BIG10 ( PRE  TREAT x POST
(2) ) TREAT x PRE TREAT x POST
1.72% 1.65%.
4 .
Table 4 Audit fees regulation audit firm size and audit opinion shopping
: AOS
(1) BIG10 =0 (2) BIG10 =1
z /% z 1%
TREAT -0.052 1 -0.71 -0.36 0.053 1 0.75 0.29
TREAT x PRE 0.251 3% 2.13 1.72 0. 070 7 0. 44 0.39
TREAT x POST 0.241 0*** 3.11 1.65 0.047 7 0. 64 0.26
/ Yes Yes
/
N 11 609 13 264
Pseudo R*( Chi*> ) 0.523 4(2 611.19**%) 0.580 7(2 916.89 ***)
85.49 %+
ke 1% 5% « 10% z
(2010 —2019 ).
4 5 Panel A 2008 —2014
( POST_REG) —
4.1 1
N (1) TREAT x POST_REG
1) (2) TREAT x POST_REG
(2008 —2014 );2) (3) TREAT x POST_REG
5
Table 5 Robustness checks after differentiating pre-regulation period from post-regulation period
Panel A: (2008 —2014 )
1 AOS
Hl H2
(1) (2) BIG10 =0 (3) BIG10 =1
z z zZ
TREAT 0.194 6" 1. 96 0.170 0 1.39 0.149 3 0. 86
TREAT x POST_REG ~0.254 5% -2.39 -0.322 6** -2.36 -0.156 4 -0.87
BIG10 -0.046 5 -0.83 — — — —
/ Yes Yes Yes
/
N 12 326 6 395 5931
Pseudo R*( Chi* ) 0.594 8(2 756.20***) 0.583 9( 1 530.08 ***) 0.629 4( 1 528.68***)
— 62.43** —
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Table 5 Continues
Panel B: (2010 —2019 )
1 A0S
Section A: Section B:
H1 H2 H1 H2
(1) (2) BIG10 =0 (3) BIGI0 =1 (4) (5) BIG10 =0 (6) BIGI0 =1
z z z z z z
TREAT_CAN -0.0439| -0.67| -0.0851 |-0.89] -0.0178 | -0.19| -0.0593 | -0.83| -0.1391 |-1.31] -0.0111 | -0.11
TREAT_CAN x ) . )
0. 156 4 1.82 | 0.30747 | 2.45 0.021 5 0.18 | 0.1755 1.93 | 0.3697 2.74 | 0.015 1 0.12
POST
BIG10 -0.011 8| -0.28 — — — — -0.0019 | -0.04 — — — —
/ Yes Yes Yes Yes Yes Yes
/
N 17 183 7614 9 569 15 546 6 644 8 902
5 ) 0.542 0 0.513 6 0.580 7 0.5500 0.5211 0.5859
Peeudo B( Chi” ) (3770.99"*) | (1625.65") (2 150.83*) (3 482.28™) (1450.99**) (2025.25")
- 73.63 - 61.61"
N 1% 5% ~ 10% z
5  Panel B 2010 —2019 ( “ )
( TREAT_CAN) ——
4.2 DID
0( 2008 —2014
).
1) DID \
( Panel B Section A) ;2)
( Panel B Section B) . 6 ®,
Panel A( )
6
Table 6 Robustness checks using the stacked difference-in—difference regression procedures
Panel A:
: AOS
H1 H2
(1) (2) BIG10 =0 (3) BIG10 =1
t t t
TREAT x POST_REG -0.010 3% -7.16 —0.008 4** -2.75 0.007 6 1. 39
/ Yes Yes Yes
— / —
N 23 515 11 887 11 015
Adj. R? 0.529 8 0.5539 0.562 9
® (2008 —2014 )
2008 —2014 . 500
p -0.000 3 p 0.498 8.
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6
Table 6 Continues
Panel B:
: A0S
t
TREAT x PRE ~° -0.006 3 -0.39
TREAT x PRE ~* 0.001 1 0.06
TREAT x PRE ~3 -0.006 3 -0.36
TREAT x PRE ~* -0.000 7 -0.07
TREAT x POST_REG® -0.003 0 -0.33
TREAT x POST_REG" -0.016 9" -1.98
TREAT x POST_REG? -0.0156" -2.01
TREAT x POST_REG® -0.015 1™ -2.34
TREAT x POST_REG* -0.009 6 -1.41
/ Yes
— / -
N 23 515
Adj. R? 0.529 6
DR LT 1%+ 5% 10% ¢
. Panel B( ) )
PRE'(t=2 3 4 5) t
TREAT x PRE ™' 4.3
t ;
POST REG'(t=01 2 3 4) e
¢ TREAT x POST_REG'
t . ( ) ©®
1 ~ 3 ( .7 HI.
7
Table 7 Robustness checks considering the potential low-balling effect
;A0S
HI1 H2
(1 (2) BIG10 =0 (3) BIGI0 =1
z z z
TREAT -0.0156 -0.27 -0.077 8 -0.93 0.037 3 0. 47
TREAT x PRE 0.219 9" 1.94 0.315 6** 2.24 0.050 3 0.27
TREAT x POST 0.127 3** 2.11 0.228 0** 2.55 0.056 3 0. 66
BIG10 -0.018 3 -0.43 — — — —
/ Yes Yes Yes
/
N 21 349 9 838 11511
Pseudo R*( Chi® ) 0.622 0( 5 141.88***) 0.603 7(2 436.40***) 0.651 6(2 711.49***)
— 77.92 %%
DR T 1% 5%~ 10% z

© <2 (<3 ) HI1 H2 ( N ; ).



4.4 4.5
(
):1)
® .
NON_REG( .2)
0 1) BIG 10( )
0. 001 1:1
. 3)
8 +0.005 N
.4)
8 : N

Table 8 Robustness checks using the difference-in—difference designs based on propensity score matching approach or entropy balancing method

Section A:
Section B:
( 1 AOS) ( 1 AOS)
HI H2 H1 H2
NON_REG (1) (2) BIG10 =0 (3)BIG10=1| (4) (5) BIG10 =0 (6) BIG10 =1
z z z z z z z

TREAT — — -0.0319 | -0.46| -0.0519 |-0.50 -0.0590| -0.60| 0.0174 |0.24| —0.0080 | -0.11| 0.0304 | 0.45
TREAT x PRE — — | 0.2338 1.68 | 0.3375 | 1.80| 0.0636 | 0.28 |0.1638" [1.82|0.1844" | 1.71 | 0.1201 | 0.64

TREAT x POST — 0.234 17 | 2.55 [ 0.3466™ |2.48| 0.2057 | 1.63 |0.1419" |1.72| 0.2087 | 1.81 | 0.1077 | 0.78

BIG10 0.0054 [ 0.29 | -0.0054 | -0.09 — — — — 10.0227 |0.48 — — — —
/ Yes Yes Yes Yes Yes Yes Yes
/
N 24 873 11214 5115 6 099 24 873 11 609 13 264
Pseudo R* 0.066 6 0.5723 0.579 6 0.585 7 0.568 4 0.544 2 0.601 1
— — 60.04" — 33,99
N 1% 5% ~ 10% z
9 (2)
5 TREAT x PRE TREAT x POST
5.1 N
9 ( LN-
FEE; )
(FEE_TA “ 7 x
10 000) . 9 (1) TREAT x 9 3 2010 —

PRE  TREAT x POST 2019
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Table 9 Additional tests about the association between audit fees regulation and audit fees
(n . LNFEE (2) : FEE_TA
t t
TREAT -0.136 3*** -16.46 ~0.485 5% -13.91
TREAT x PRE -0.072 7% -4.96 -0.138 4% -2.34
TREAT x POST -0.043 6*** -5.26 -0.018 0 -0.49
BIG10 0.118 7% 20.77 0.341 1%* 13. 44
/ Yes Yes
/
N 24 228 24 228
Adj_ R} F ) 0.635 6( 574.58**) 0.533 2(293.52***)
N 1% 5% 10%
5.2
( )
( 10
( ) (3) TREAT x PRE ~ TREAT x POST
( ) TREAT x PRE ~ TREAT x
POST
(10 (1) ) TREAT x
PRE TREAT x POST ;
( 10 (2) ) (
TREAT x PRE ~ TREAT x POST
). ( 10
(5) TREAT x PRE TREAT x
POST
@ 13.71%; ( 137.12 )
( 95.78

) (1=7.22).
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23 24

5
(10 (6) ) TREAT x PRE
TREAT x POST
10 N
Table 10 Subsample tests considering regulatory capability regulatory environment and enforcement intensity
© A0S
(1 (2) (3) (4) (5) (6)
z z z z z z
TREAT 0.0141 |0.19| 0.0455 | 0.55 0.0292 ]0.39 | -0.000 1| -0.00|-0.2354|-1.61| 0.0585 | 0.65
TREAT x PRE  10.198 9* |1.76| 0.1722 | 0.63 | 0.2424* | 1.81 | -0.1755| -0.5410.3129* | 1.72 | 0.2635 | 0.90
TREAT x POST |0.157 3**|2.16] 0.026 1 | 0.31 | 0.2553** |2.54 | 0.1319 | 1.40 [0.1964" | 1.83 | -0.026 5| -0.17
/ Yes Yes Yes Yes Yes Yes
/
N 12 287 10 337 11 056 8 737 6 085 8183
Pseudo R? 0.538 8 0.569 2 0.564 0 0.550 8 0.5359 0.610 7
747.78 1 455.41 7% 2 958.327%**
NN 1% . 5% + 10% z .
5.3 TREAT x PRE TREAT x POST
“ 1 (2 TREAT x PRE TREAT x POST
( ). 10 (1)
11
Table 11 Subsample tests considering marketization
. A0S
(1) (2)
z z
TREAT 0.029 1 0.35 -0.010 1 -0.15
TREAT x PRE 0.328 77 2.62 -0.014 4 -0.09
TREAT x POST 0.134 4" 1.81 0.048 3 0.55
/ Yes Yes
/
N 11 046 13 827
Pseudo R*( Chi® ) 0.525 4(2 787.15*) 0.576 8(2 758.17**)
89.75 %
NN 1%\ 5% « 10% z

6 2008 —2019
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Audit fees regulation and audit opinion shopping

DU Xing—giang' XIE Yu-hui ZENG Quan'" CHANG Ying~ing’® ZHANG
Yongui'

1. Accounting Department Xiamen University Xiamen 361005 China;
2. School of Business Chengdu University of Technology Chengdu 610059 China;
3. Auditing Department Jimei University Xiamen 361021 China

Abstract: Unfair low-price competition hinders the provision of high—¢quality audit services and impairs the
sustainable and healthy development of the audit industry. This paper constructs a quasi-natural experiment
based on the institutional change in audit fees regulation in China from 2008 to 2019. It compares audit opin—
ion shopping across the pre-implementation implementation and post-implementation periods of audit fee reg—
ulation and then uses the difference-in-difference approach to examine the impacts of audit fees regulation on
audit opinion shopping. Our findings reveal that compared with the implementation—-period of audit fees regu—
lation the likelihood of audit opinion shopping is significantly higher in both the pre-implementation and the
post-implementation periods suggesting that audit fees regulation can mitigate audit opinion shopping to a cer—
tain extent. In addition the mitigating effect of audit fees regulation on audit opinion shopping is more pro—
nounced for firms audited by non-BIG10 audit firms. Furthermore our findings are still robust after a variety
of sensitivity tests and after controlling for potential endogeneity issues. Lastly the negative association be—
tween audit fees regulation and audit opinion shopping is more pronounced for firms with strong audit industry
supervision and firms in regions with lower marketization indexes. This study enriches the existing literature on
audit fees regulation providing an important reference for China’ s audit policy-making.

Key words: audit fees regulation; audit opinion shopping; BIG10 audit firms; audit industry supervision;

marketization



