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Is Audit Quality in International Big
Four Accounting Firms Higher?

Evidence from Listed Companies in China

LIN Yong-jian, WANG Zhi-qiang

(School of Management , Xiamen University » Xiamen 361005, China)

Abstract: Employing the probability of the issuance of qualified opinions and
discretional accruals as the proxies for audit quality, this paper empirically exam-
ines the relationship between audit quality and international big four accounting
firms by using Heckman’s two-stage regression self-selection bias correction
method. The empirical result shows that there is no significant difference in audit
opinions between international big four and local accounting firms after the control
of self-selection. But compared to local accounting firms, discretional accruals of
firms audited by international big four accounting firms are significantly smaller.
After distinguishing the directions of discretional accruals, positive discretional ac-
cruals of firms audited by the big four are significantly smaller, and there is no
significant difference in negative discretional accruals. It concludes that compared
to local accounting firms, international big four accounting firms actually provide
higher audit quality for domestic market, and the difference between them is em-
bodied in restrictions on positive earnings management.

Key words: earnings management; audit quality; international big four
accounting firms
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