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ABSTRACT

Auditor plays a crucial role in providing credibility of financial disclosure and
mitigating the agency problems. However, there is high trend of auditor switching in
China. This could lead to a series of negative effects to both company and society.
Although there were many past empirical studies examined the determinants of
auditor switching, those studies were conducted in different countries with different
national conditions which may not appropriate and suitable to China context. Thus, it
is necessary to conduct this study to investigate the determinants of auditor switching
and to examine the relationship between determinants of auditor switching in China
context. This study used data of A-share listed companies from Shanghai Stock
Exchange. The sample of this study consists of 182 listed companies from the period
of year 2012 to 2014. Moreover, this study employed Logistic Regression Model to
examine the determinants of auditor switching. This study measured four
determinants, which are going concern issue, ownership concentration, leverage, and
big audit firm. The finding shows that big audit firm is significantly and negatively
related to auditor switching. Therefore, this study recommended that based on the
special national conditions of China, more variables could be investigated in the
future research and the implications of auditor switching, such as implications of
auditor switching on audit quality or audit independence, could be investigated.

Keyword: Auditor switch, going concern issue, ownership concentration, leverage,
big audit firm



ABSTRAK

Juruaudit memainkan peranan yang penting dalam menentukan kebolehpercayaan
pendedahan kewangan dan mengurangkan masalah agensi. Namun begitu, terdapat
kecenderungan yang tinggi berkaitan pertukaran juruaudit di negara China. Hal ini
boleh memberikan kesan yang negatif terhadap syarikat dan masyarakat. Meskipun
terdapat banyak kajian lepas berbentuk empirikal yang meneliti aspek penentu
pertukaran juruaudit, namun kajian tersebut dilaksanakan di negara yang berbeza
dengan keadaan negara yang tidak sama yang mungkin tidak sesuai dengan konteks
di negara China. Oleh yang demikian, penting untuk kajian ini dilakukan untuk
menyelidik penentu pertukaran juruaudit dan meneliti hubungan antara penentu
pertukaran juruaudit dalam konteks di China. Kajian ini mengupayakan data daripada
syarikat saham kumpulan A yang tersenarai dalam Bursa Saham Shanghai. Sampel
kajian terdiri daripada 182 syarikat yang tersenarai dari tahun 2012 hingga 2014.
Selain itu, kajian juga menggunakan Model Regresi Logistik untuk menyelidik
penentu pertukaran juruaudit. Kajian ini mengukur empat penentu, khususnya isu
yang melibatkan peninggalan, tumpuan pemilikan, keumpilan dan firma syarikat
yang besar. Dapatan memperlihatkan bahawa firma audit yang besar mempunyai
hubungan yang signifikan dan negatif dengan pertukaran juruaudit. Kajian ini
menyarankan agar lebih banyak pemboleh ubah diteliti dalam kajian yang akan
datang memandangkan keadaan negara China yang agak istimewa. Implikasi
pertukaran juruaudit seperti implikasi pertukaran juruaudit terhadap kualiti audit atau
kebebasan audit juga perlu dikaji.

Kata kunci: Pertukaran juruadit, isu yang melibatkan peninggalan, tumpuan
pemilikan, keumpilan, firma audit yang besar
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CHAPTER ONE

INTRODUCTION

1.1 Introduction to the study

Business cannot run without money. Thus, companies need huge financial capital to
support their business activities. There is a necessary for the companies to report
their company performance and financial position in order to get easy access to their
capital sources (Siegel and Shaughnessy, 2008). Based on this condition, there is an
increased desire to acquire auditors with independence characteristic providing audit
service in order to enhance credibility of the firm’s financial statements being
prepared, as the justification and reliability added to the auditors’ opinions in the
financial statements (Chadegani, Mohamed, and Jari, 2011). Reliable financial
reports provide useful and valuable information to the managers, investors, creditors
and government. Furthermore, those users of financial statement always rely on the
financial information that only after the reliability of the information is confirmed by
the independent auditor. Therefore, the reputable auditors are employed by firms to
assure outside investors the credibility of financial disclosures and to mitigate the

agency problems (Anderson, Kadous and Koonce, 2004).

The security market always plays an important role in the market economy
development, especially in China. The efficient and safe security market needs to
rely much on the disclosed accounting information. Therefore, it is important to
know that the certified auditors always take responsibility for the true accounting

information disclosure. Thus, auditor switching will affect the information disclosure



The contents of
the thesis is for
internal user
only



REFERENCES

Addams, H.. and B. Davis. (1994), "Privately Held Companies Reptm Reasons for
Selecling and Swilehing Auditors.” CPA Journal 64 (AiigiKsl): 38-41 .

Aish, E.M., Kortam, W.A., Hassan, S.S. (2008). Using Agency Theory in
Understanding Switching Behavior in B2B Service Industries “I”’. Working
Paper Series 6, German University, Cairo.

Aksu, M., Onder, T., & Saatcioglu, K. (2007). Auditor Selection , Client Firm
Characteristics , and Corporate Governance: Evidence from an Emerging
Market Mine Aksu, (January), 1-43.

Aish, E.M., Kortam, W.A., Hassan, S.S. (2008). Using Agency Theory in
Understanding Switching Behavior in B2B Service Industries “I”’. Working
Paper Series 6, German University, Cairo.

Al-Bawab, A. A. (2012). The Factors which Affect on The choice of The External
Auditor in Jordanian Banks from The perspective of The External Auditor in
Jordan. International Journal of Humanities and Social Science, 2(6), 180-192.

Al-KhouryAbeer F; Ali Ala’eddin; Al-Sharif Mahmoud; Hanania Jabra; Al-Malki
Iyad and Jallad Mohammad (2015), “Auditor independence and mandatory
auditor rotation in Jordan”, International Business Research, Vol. 8, No. 4, pp.
73-82, March. Canadian Center of Science and Education.

Amin, K., Krishnan, J., & Yang, J. S. (2014). Going concern opinion and cost of
equity. Auditing: A Journal of Practice & Theory, 33(4), 1-39.

Anderson, U., Kadous, K., and Koonce, L., (2004). The Role of Incentives to
Manage Earnings and Quantification in Auditors’ Evaluations of Management-
Provided Information. Auditing: A Journal of Practice & Theory 23(1): 11-27.

Badertscher, B., Jorgensen, B., Katz, S., & Kinney, W. (2012). Audit pricing and
litigation risk: The role of public equity. Working paper, University of Notre
Dame.

Bagherpour, M. A. (2007). Investigating the Factors Associated with Auditor
Switches in Iran. Unpublisehd manuscript, Australian National University,
Canberra, Australia.

Bagherpour, M., Monroe, G., & Shailer, G. (2010). Auditor Switching in an
Increasingly Competitive Audit Market. W. papers.

Balsam, S., Krishnan, J., & Yang, J. S. (2003). Auditor industry specialization and
earnings quality. Auditing: A Journal of Practice & Theory,22(2), 71-97.

Banimahd, B., & Vafaei, E. (2012). The effects of client size, audit report, state
ownership, financial leverage and profitability on auditor selection: Evidence
from Iran. African Journal of Business Management, 6(11), 4100-4105.

Barizah Abu Bakar, N., Rahim Abdul Rahman, A., & Majdi Abdul Rashid, H.
(2005). Factors influencing auditor independence: Malaysian loan officers'
perceptions. Managerial Auditing Journal, 20(8), 804-822.

62



Bathala, C. T., Moon, K. P., & Rao, R. P. (1994). Managerial ownership, debt policy,
and the impact of institutional holdings: An agency perspective.Financial
Management, 38-50.

Bédard, J., Coulombe, D., & Courteau, L. (2000). Demand and supply of auditing in
IPOs: An empirical analysis of the Québec market. International Journal of
Auditing, 4(3), 227-245.

Beattie, V., & Fearnley, S. (1995). “The importance of audit firm characteristics and
the drivers of auditor change in UK listed companies”. Accounting and Business
Research, vol. 25. pp. 227-239.

Beatty, R. (1986). The initial public offering market for auditing services. Fishman-
Davidson Center for the Study of the Service Sector, Wharton School of the
University of Pennsylvania.

Bjorkstrand, A., & Nordholm, E. (2014). To issue or not to issue a going concern
opinion .

Black E.L.; Burton F.G. and Maggina A. (2012), “Auditor switching in the economic
crisis: The case of Greece”, world-finance-conference.com/papers_wfc2/279.

Blay, A. D., Geiger, M. A., and North, D. S. 2011, “The Auditor’s Going-Concern
Opinion as a Communication of Risk”, Auditing: A Journal of Practice &
Theory American Accounting Association, vol. 30, no. 2, pp. 77-102

Boone, J. P., Khurana, I. K., & Raman, K. K. (2010). Do the Big 4 and the Second-
tier firms provide audits of similar quality?. Journal of Accounting and Public
Policy, 29(4), 330-352

Bowler, B. D. (2015). Are Going Concern Opinions Associated with Lower Audit
Impact? PhD Proposal, 1. http://doi.org/10.1017/CB09781107415324.004.

Brady, H. E., & Johnson, R. (2008). The rolling cross section and causal distribution.
Ann Arbor, MI: University of Michigan Press.

Branson, J. & Breesch, D. (2004). Referral as a determining factor for changing
auditors in the Belgian auditing market: An empirical study. The International
Journal of Accounting, 39(3), 307-326.

Broye, G., & Weill, L. (2008). Does leverage influence auditor choice? A cross-
country analysis. Applied Financial Economics, 18(9), 715-731.

Calderon, T. G., & Ofobike, E. (2008). Determinants of client-initiated and auditor-
initiated auditor changes. Managerial Auditing Journal, 23(1), 4- 25.

Carcello, J.V., and Neal, T.L. 2000, “Audit Committee Composition and Auditor
Reporting Source”, The Accounting Review, vol. 75, no. 4, pp. 453-467.

Carcello, J. V., & Neal, T. L. (2003). Audit committee characteristics and auditor

dismissals  following “new”  going-concern reports. The  Accounting
Review, 78(1), 95-117.

63



Carey, P., and R. Simnett. 2006. Audit partner tenure and audit quality. The
Accounting Review 81: 653-676.

Chadegani, A. A., Mohamed, Z. M., & Jari, A. (2011). The Determinant Factors of
Auditor Switch among Companies Listed on Tehran Stock Exchange.
International Research Journal of Finance and Economics, 80(80), 158-168.

Chan, K. H., Lin, K. Z., & Mo, P. L. L. (2006). A political-economic analysis of
auditor reporting and auditor switches. Review of Accounting Studies,11(1), 21-
48.

Chaney, P. K., Jeter, D. C., & Shivakumar, L. (2004). Self-selection of auditors and
audit pricing in private firms. The Accounting Review, 79(1), 51-72.

Chen, C. L., Chang, F. H., & Yen, G. 2005. “The Information Contents of Auditor
Change in Financial Distress Prediction — Empirical Findings from the
TAIEXListed firms”

Cheng Won Theng et. al, (2014), “Determinants affecting auditor switching: A
Malaysian study”, A research submitted in partial fulfillment of the requirement
for the degree of Bachelor of Commerce (Hons) Accounting, Universiti Tunku
Abdu Rahman, Faculty of Business and Finance.

Chen, Y. (2007). Finance difficulties, corporate governance, and auditor switching.
Unpublished Master’s Paper, Hunan University, China, 23-25.

Chen, Y., Gupta, A., & Senteney, D. (2004). Predicting impending bankruptcy using
audit firm changes. Journal of American Academy of Business, 4(1/2), 423-433.

Choi, J. H., & Wong, T. J. (2002). Auditor choice and legal environments: an
international investigation. In Accounting Association of Australia and New
Zealand Conference, Australia.

Choi, J. H., & Wong, T. J. (2005). Auditors’ Governance Functions and Legal
Environments: An International Investigation*. Contemporary Accounting
Research, 24(1), 13-46.

Chow, C. W. (1982). The demand for external auditing: Size, debt and ownership
influences. Accounting review, 272-291.

Citron D.B., Manalis G. 2001 The international firms as new entrants to the statutory
audit market: an empirical analysis of auditor selection in Greece, 1993 to 1997.
The European Accounting Review 10:3, 439-459.

Claessens, S. and J. P. H. Fan (2002). “Corporate Governance in Asia: A Survey.”
International Review of Finance 3(2): 71-103.

Connelly, B. L., T. Certo, D. Ireland and C. R. Reutzel, “Signaling theory: a review
and assessment,” Journal of Management, vol. 37, no.1, pp. 39-67, 2011

Copley, P. A., & Douthett, E. B. (2002). The Association between auditor choice,

ownership retained, and earnings disclosure by firms making initial public
offerings. Contemporary accounting research, 19(1), 49-76.

64



Cullinan, C. P., & Du, H. (2012). Client Selectivity Among Mid-Sized Auditing
Firms: Evidence From The Post-Sox Audit Market Realignment. Journal of
Business & Economics Research, 10(11), 601-612.

Cullinan, C.P. F. Wang, B. Yang, andJ. Zhang,*“Audit opinion improvement and the
timing of disclosure,” Advances in Accounting, incorporating Advances in
International Accounting, vol. 28, no. 2, pp.333-343, 2012.

Darmadi, S. (2012). Ownership concentration, family control, and auditor choice:
Evidence from an emerging market. Family Control, and Auditor Choice:
Evidence from an Emerging Market (February 6, 2012).

DeAngelo, L. E. (1981). Auditor size and audit quality. Journal of accounting and
economics, 3(3), 183-199.

Defond, M. L. (1992). The association between changes in client firm agency costs
and auditor switching. Auditing, 11(1), 16-35.

de Mello e Sourza, C. (2004), “Accounting quality vs. auditor choice in a weak
regulatory environment with strong Tax-to-GAAP conformity”, working
paper, Seattle University, Seattle, WA.

Denscombe, M. (2007). The Good Research Guide. Berkshire.

Ebrahim, A. (2010), “Audit fee premium and auditor change: the effect of Sarbanes-
Oxley Act”, Managerial Auditing Journal, VVo. 25, No. 2, pp. 102-121.

Eichenseher, J. W., Hagigi, M., & Shields, D. (1989). Market reaction to auditor
changes by OTC companies. AUDITING-A JOURNAL OF PRACTICE &
THEORY, 9(1), 29-40.

Eisenberg, T, S. Sundgren, and M. Wells. 1998. Larger board size and decreasing
firm value in small firms. Journal of Financial Economics 48 (1): 35-54.

Eisenhardt, K. M. (1989). Agency theory: An assessment and review.Academy of
management review, 14(1), 57-74.

Ettredge, M. C. Li, and Scholz, S. (2007), “Audit fees and auditor dismissals in the
Sarbanes-Oxley era”, Auditing: A Journal of Practice and Theory, Vol. 21, No.
4, pp 371 -386.

Fama, E. F., & Jensen, M. C. (1983). Separation of ownership and control.The
Journal of Law & Economics, 26(2), 301-325.

Fan, J. P. H. and T. J. Wong (2005). “Do External Auditrs Perform a Corporate
Governance Rple in Emerging Markets? Evidence from East Asia.” Journal of
Accounting Research 43(1): 35-72.

Firth, M. and Smith, A. (1992), “Selection of auditor firms by companies in the new
issue market”, Applied Economics, Vol. 24, pp. 247-255.

Francis, J. R. (2004). What do we know about audit quality?. The British accounting

65



review, 36(4), 345-368.

Francis, J. R., & Krishnan, J. (1999). Accounting Accruals and Auditor Reporting
Conservatism*. Contemporary Accounting Research, 16(1), 135-165.

Francis, J. R.,, & Wilson, E. R. (1988). Auditor changes: A joint test of theories
relating to agency costs and auditor differentiation. Accounting Review,
64(3), 663-682.

Garsombke, H. P., & Choi, S. (1992). The association between auditor’s uncertainty
opinions and business failures. Advances in Accounting, 10, 45-60.

Geiger, M. A., Raghunandan, K., & Rama, D. V. (1998). Costs associated with
going-concern modified audit opinions: An analysis of auditor changes,
subsequent opinions, and client failures. Advances in Accounting, 16(1), 117-
139.

Geiger, M. A., & Rama, D. V. (2006). Audit firm size and going-concern reporting
accuracy. Accounting Horizons, 20(1), 1-17.

Geng, J., & Yang, H. (2001). Analysis on auditor switching of listed company in
China. Accounting Research, 22(4), 57-62.

Guedhami, O., Pittman, J. A., & Saffar, W. (2009). Auditor choice in privatized
firms: Empirical evidence on the role of state and foreign owners.Journal of
Accounting and Economics, 48(2), 151-171.

Gurbaxani, V., & Kemerer, C.F. (1989). An Agency Theory View of the Management
of End-User Computing. Unpublished manuscript, University of California,
Irvine.

Haskins, M.E.. and DD. Williams. 1990. "A Contingent Model of Intra-Big 8
Auditor Changes." Auditing: A Journal of Practice ami Theory 9 (Fall): S5- 74.

Hao, Q., Hall, B., Street, W. S., & Wang, Y. (2011). Audit quality and independence
in China: Evidence from Going-Concern Qualifications Issued During 2004-
2007. International Journal of Business, Humanities and Technology, 1(2),
111-1109.

Hay, D. and Davis, D. (2002), “The voluntary choice of an auditor of any level of
quality”, working paper,
The University of Auckland, Auckland, New Zealand.

Hay, D. and Davis, D. (2004) The voluntary choice of an audit of any level of
quality, Auditing: A Journal of Practice and Theroy, September, 23, 39-55.

Healy, P., & Lys, T. (1986). Auditor changes following Big Eight mergers with non-
Big Eight audit firms. Journal of Accounting and Public Policy, 5(4), 251-265.

Hennes, K. M., Leone, A. J., & Miller, B. P. (2010). Accounting Restatements and
Auditor Accountability. Unpublished manuscript, University of Oklahoma,
United State.

66



Huang Y & Scholz S. (2012), “Evidence of the association between financial
restatement and auditor resignations”, Accounting Horizon, Vol. 26, No. 3, pp.
439-464.

Humphrey, C., Loft, A. and Woods, M. 2009, “The global audit profession and the
international financial architecture: Understanding regulatory relationships at a
time of financial crisis”, Accounting, Organizations and Society, vol. 34, no. 6—
7, pp. 810-825.

Huson Joher M. Ali and Shamsher M. (2000), “The auditor switch decision of
Malaysian listed firms: An analysis of its determinants and wealth effect”, The
Capital Market Review, Vol.8, No. 1/2, pp. 1 -23.

Imam Ghozali, 2011, Aplikasi Analisis Multivariat dengan Program SPSS, 5th
Edition, Badan Penerbit Universitas Diponegoro, Semarang.

Ismail SH and Aliahmed H. (2008), “Why Malaysian second board companies
switch auditors: Evidence of Bursa Malaysia”, International Research Journal
of Finance and Economics, Issue 13, pp. 123-130.

Jackson, A.B., Moldrich, M., & Roebuck, P. (2008). Mandatory audit firm rotation
and audit quality. Managerial Auditing Journal, 23(5), 420-437.

Jensen, M. C. (1986). Agency cost of free cash flow, corporate finance, and
takeovers. Corporate  Finance, and Takeovers. American Economic
Review,76(2).

Jensen, M. C., & Meckling, W. H. (1976). Theory of the firm: Managerial behavior,
agency costs and ownership structure. Journal of financial economics, 3(4),
305-360.

Johnson, W. and Lys, T., (1990). The Market for Audit Services: Evidence from
Voluntary Auditor Changes. Journal of Accounting and Economics 12: 281-
308.

Johnson, S., R. La Porta, L. Florencio, and A. Shleifer, (2000), Tunneling, American
Economic Review, 90, 22-27

Keller, S. B., & Davidson, L. F. (1983). An assessment of individual investor
reaction to certain qualified audit opinions. Auditing: A Journal of Practice &
Theory, 3(1), 1-22.

Khasanah, I., & Nahumury, J. (2013). The factors affecting auditor switching in
manufacturing companies listed in Indonesia Stock Exchange ( BEI ), 3(2),
203-212. http://doi.org/10.14414/tiar.13.030210

Khasharmeh, H. A. (2015). DETERMINANTS OF AUDITOR SWITCHING IN
BAHRAINI’S LISTED COMPANIES - AN EMPIRICAL STUDY. European
Journal of Accounting, Auditing and Finance Research, 3(11), 73-99.
http://doi.org/10.1017/CB09781107415324.004

Knechel, W. R., Niemi, L., & Sundgren, S. (2008). Determinants of auditor choice:
Evidence from a small client market. International journal of auditing,12(1),
65-88.

67



Krishnan J. (1994), “Auditor switching and conservatism”, The Accounting Review,
Vol.60, No. 1, pp. 200-215.

Krishnan, J., & Schauer, P. C. (2000). The differentiation of quality among auditors:
Evidence from the not-for-profit sector. Auditing: A Journal of Practice &
Theory, 19(2), 9-25.

Krishnan, J., & Stephens, R. G. (1995). Evidence on opinion shopping from audit
opinion conservatism. Journal of Accounting and public Policy, 14(3), 179-201.

Landsman, W. R., Nelson, K. K., & Rountree, B. R. (2009). Auditor switches in the
pre-and post-Enron eras: Risk or realignment?. The Accounting Review, 84(2),
531-558.

La Porta, R., F. Lopez de Silanes, and A. Shleifer, (1999), Corporate ownership
around the world, Journal of Finance, 54, 471-517.

La Porta, R., Lopez-De-Silanes, F., Shleifer, A., and Vishny, R.W., (2002). Investor
Protection and Corporate
Valuation. Journal of Finance 57: 1147-1170.

Lawrence, A., Minutti-Meza, M., & Zhang, P. (2011). Can Big 4 versus non-Big 4
differences in audit-quality proxies be attributed to client characteristics?. The
Accounting Review, 86(1), 259-286.

Lee, H.Y., Mande, V., and Ortman, R., (2004). The Effect of Audit Committee and
Board of Director Independence on Auditor Resignation. Auditing: A Journal of
Practice & Theory 23(2): 131-146.

Lemmon, M. and K. Lins, (2003), Ownership structure, corporate governance, and
firm value: evidence from East Asian financial crisis, Journal of Finance, 58,
1445-1468

Lennox. C. (2000). Do Companies Successfully Engage in Opinion-Shopping?
Evidence from the UK." Journal nf Anounting and Economics 29: 321-.1.17

Lennox, C., (2005). Audit Quality and Executive Officers’ Affiliation with CPA
Firms. Journal of Accounting and Economics 39(2): 201-232.

Lin, Y.-J. (2014). The Relation between Auditor Switching and Self-fulfilling
Prophecy Effect: The Bivariate Probit Model. Asian Journal of Finance &
Accounting, 6(1), 367.

Lin, Z. J., and Liu, M. (2009). The Determinants of Auditor Switching from the
Perspective of Corporate Governance in China. Corporate Governance: An
International Review, 17 (4), 476-491.

Lin, ZJ., Liu, M., and Zhang, X., (2007). The Development of Corporate
Governance in China. The Company Lawyer. 28(7):195-203

Mautz, R. K., & Sharaf, H. A. (1961). The Philosophy of Auditing, American
Accounting Association. Monograph No. 6. Sarasota, FL: American
Accounting Association.

68



Mavlanova, T. R., Benbunan-Fich and M. Koufaris,“Signaling theory and
information asymmetry in online commerce,” Information & Management, vol.
49, Issue 5, pp.240-247, 2012.

Mazri S.N.; Smith M. and Ismail Z. (2012), “Factors influencing auditor change:
Evidence from Malaysia”, Asian Review of Accounting, Vol. 20, No. 3, pp. 222
- 240.

McCracken, S. and Salterio, S.E. 2008, "Auditor-client management relationships
and roles in negotiating financial reporting"”, Accounting, organizations and
society, vol. 33, no. 4/5, pp. 362-383.

Meigs, W.B., Larsen, E.J. & Meigs, R.F. (1974), Principles of auditing, Illinois:
Richard D. Irwin, 6th Edition.

Menom, R.M., (2003), Earnings Management in Response to the Introduction of
Australia Gold Tax, Contemporary Accounting Research. 20(4): 747-774

Menon, K., & Williams, D. D. (2010). Investor reaction to going concern audit
reports. The Accounting Review, 85(6), 2075-2105.

Ming, L. (2007). Corporate Governance, Auditor Choice and Auditor Switch:
Evidence from China. Unpublished master’s thesis, Hong Kong Baptist
University, Hong Kong.

Moizer, P. (1997). Auditor reputation. The international empirical
evidence.International Journal of Auditing, 1(1), 61-74.

Nazri, S.N., Smith, M., & Ismail, Z. (2012). Factors influencing auditor change:
Evidence from Malaysia, Asian Review of Accounting, 20 (3), 222-24.

Nyakuwanika, M. (2014). Why Companies Change Auditors in Zimbabwe?(2003-
2013). Research Journal of Finance and Accounting, 5(5), 171-181.

Palmrose, Z. (1984). The demand for quality-differentiated audit services in an
agency-cost setting: An empirical investigation. In Proceedings of the Sixth
Symposium on Auditing Research, edited by AR Abdel-Kahlik and I. Solomon,
University of Illinois Press, Champaign (pp. 229-252).

Perreault, S. and Kida, T. 2011, "The relative effectiveness of persuasion tactics in
auditor— client negotiations"”, Accounting, Organizations and Society, vol. 36,
no. 8, pp. 534-547.

Piot, C. (2001). Agency costs and audit quality: evidence from France. European
Accounting Review, 10(3), 461 -499.

Pittman, J. A., & Fortin, S. (2004). Auditor choice and the cost of debt capital for
newly public firms. Journal of accounting and economics, 37(1), 113-136.

Reed, B.J., Trombley, M.A., and Dhaliwal, D.S., (2000). Demand for Audit Quality:

The Case of Laventhol and Horwath’s Auditees. Journal of Accounting,
Auditing & Finance 15(2): 183-206.

69



Shleifer, A., & Vishny, R. W. (1997). A survey of corporate governance. The journal
of finance, 52(2), 737-783.

Shockley, R. A. (1981). Perceptions of auditors' independence: An empirical
analysis. Accounting Review, 785-800.

Siegel, P. H., & Shaughnessy, J. O. (2008). Factors Influencing Auditor Switching in
the European Union, (October). http://doi.org/10.2139/ssrn.1612540

Sikka, P., Filling, S., and Liew, P. 2009, “The audit crunch: reforming auditing”,
Managerial Auditing Journal, vol. 24, no.2, pp. 135-155.

Simunic, D. A. (1980). The pricing of audit services: Theory and evidence.Journal of
accounting research, 161-190.

Simunic, D. A., & Stein, M. T. (1987). Product differentiation in auditing: Auditor
choice in the market for unseasoned new issues (No. 13). Canadian Certified
General.

Spence, M. (1973). Job market signaling. The quarterly journal of Economics, 355-
374.

Sriram R.S (2006), “Changing auditors and the influence of client specific attributes:
An analysis”, The Journal of Applied Business Research , Vol. 6, No. 4, pp.
104-108

Sulong, Z., Gardner, J. C., Hussin, A. H., Sanusi, Z. M., & Mcgowan, C. B. (2013).
Quality Impact on Firm Performance : Accounting & Taxation, 5(1), 59-71.

Suyono, E., Yi, F., & Riswan. (2013). Determinant Factors Affecting the Auditor
Switching:An Indonesian Case. Paper presented at Proceedings of 3rd Asia-
Pacific Business Research Conference, Kuala Lumpur, 25-26 February.
Australia: World Business Institute Australia.

Tate, W.L., Ellram, L.M., Bals, L., Hartmann, E., & Van der Valk, W. (2009). An
Agency Theory Perspective on the Purchase of Marketing Services. Industrial
Marketing Management, 39(5), 806-819.

Thevenot, M., & Hall, L. A. (2009). Auditor switches in the post-SOX era: the case
of firms with internal control weaknesses. Available at SSRN 1602082.

Tucker, R., Matsumura, E. M., & Subramanyam, K. R. (2003). Going-concern
judgements: An experimental test of the self-fulfilling prophecy and forecast
accuracy. Journal of Accounting and Public Policy, 22(5), 401-432.

Turner, L.E., Williams, J.P. & Weirich, T.R. (2005). An inside look at auditor
changes. The CPA Journal, 75(11), 12-21.

Vanstraelen, A. (1999). “The Auditor’s Going Concern Opinion Decision: A Pilot
Study”,
International Journal of Auditing, vol. 3, pp. 41-57.

Vanstraelen, A. (2003). Going-concern opinions, auditor switching, and the self-
fulfilling prophecy effect examined in the regulatory context of Belgium.

70



Journal of Accounting,
Auditing and Finance, 18(2), 231-253.

Wan Mohamed. W.A., Hussain. W.S., & Mohd Rodzi. N.K. (2007). Characteristics’
of companies that change and do not change and do not change auditor- an
empirical investigation of Malaysian public listed companies. Unpublished
manuscript, University of Teknology MARA, Shah Alam, Malaysia.

Watkins, A. L., Hillison, W., & Morecroft, S. E. (2004). Audit quality: A synthesis
of theory and empirical evidence. Journal of Accounting Literature,23, 153.

Watts, R. L. (1977). Corporate financial statements, a product of the market and
political processes. Australian journal of management, 2(1), 53-75.

Watts, R. L., & Zimmerman, J. L. (1983). Agency problems, auditing, and the theory
of the firm: Some evidence. The Journal of Law & Economics,26(3), 613-633.

Watts, R. L., & Zimmerman, J. L. (1986). Positive accounting theory.

Weiner, J. (2012). Auditor Size vs. Audit Quality: An Analysis of Auditor
Switches. Honors College Thesis.

Weiss, R. E., & Kalbers, L. P. (2008). Causes and consequences of auditor changes:
a comparison of accelerated and non-accelerated filers. Retreived from
http://www.researchgate.net/publication/228307451.

Willenborg, M. (1999). Empirical analysis of the economic demand for auditing in
the initial public offerings market. Journal of Accounting Research, 37(1),
225-238.

Williams, D. D. (1988). The potential determinants of auditor change. Journal of
Business Finance & Accounting, 15(2), 243-261.

Woo, E.-S. and H. C. Koh (2001). “Factors associated with auditor changes: a
Singapore study.” Accounting and Bu Wu, Jin Ginger, Lu Zhang, and X. Zhang.
"The g-Theory Approach to Understanding the Accrual Anomaly." Journal of
Accounting Research. 48.1 (2010): 177-223. siness Research 31(2): 133-144.

Yanan, Z., Wen, C., & Jinzheng, R. (2013). Auditor Switching by Corporate
Governance: Empirical Analysis From the Listed Company in China, 9(2), 230-
238.

Younkins, E. W. (1983). A History of Auditors' Independence in the US. The
Accounting historian's Notebook, 1.

Zhang, Y., Cheng ,W., & Ren, J.Z. (2013). Auditor Switching by Corporate
Governance: Empirical Analysis From the Listed Company in China. Journal of
Modern Accounting and Auditing, 9(2), 230-238.

71



	Copyright
	Title page
	PERMISSION TO USE
	ABSTRACT
	ABSTRAK
	ACKNOWLEDGEMENT
	TABLE OF CONTENTS
	LIST OF TABLES
	LIST OF FIGURES
	LIST OF ABBREVIATIONS
	CHAPTER ONE: INTRODUCTION
	1.1 Introduction to the study
	1.2 Background of the problem
	1.3 Statement of the problem
	1.4 Research questions
	1.5 Objective of study
	1.6 Significant of the study
	1.7 Organization of Remaining Sections

	CHAPTER TWO: LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT
	2.1 Introduction
	2.2 Literature Review
	2.3 Theories related to auditor switch
	2.4 Research framework
	2.5 Hypotheses development
	2.6 Conclusion

	CHAPTER THREE: METHODOLOGY
	3.1 Introduction
	3.2 Research design
	3.3 Sample and sampling technique
	3.4 Research Instrument
	3.5 Source of data
	3.6 Data processing
	3.7 Research Model
	3.8 Conclusion

	CHAPTER FOUR: RESULTS
	4.1 Introduction
	4.2 Descriptive Analysis
	4.3 Correlation analysis
	4.4 Logistic Regression
	4.5 Conclusion

	CHAPTER FIVE: DISCUSSION, CONCLUSION, AND RECOMMENDATIONS
	5.1 Introduction
	5.2 Summary of the study
	5.3 Implication of the study
	5.4 Limitations of the study
	5.5 Recommendations to future research
	5.6 Conclusion

	REFERENCES



