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ABSTRACT

In order to reduce the high level of concentration in the
market segment of statutory audits of listed companies and
to improve audit quality, new audit market regulations have
been introduced (e.g., the mandatory rotation of the audit
firm in the EU and the prohibition of single-provider auditing
and consulting in the EU and in the U.S.). Other measures
are currently discussed (e.g., joint audits or shared audits
in the UK). However, the empirical evidence as to whether
such regulations have the expected effects and whether there
is actually a negative correlation between concentration and
audit quality is mixed. This could be because the effects
of regulatory measures on auditor and auditee incentives
and their effects on market structure are interdependent,
and, moreover, simultaneously determine audit quality. We
therefore do not only provide a structured overview of the
empirical literature on the effects of audit market regula-
tions, but also discuss how to analyze these effects based on
analytical models.

Christopher Bleibtreu and Ulrike Stefani (2021), “Audit Regulations, Audit Market
Structure, and Financial Reporting Quality”, Foundations and Trends® in Accounting:
Vol. 16, No. 1–2, pp 1–183. DOI: 10.1561/1400000066.

Full text available at: http://dx.doi.org/10.1561/1400000066



1
Introduction

After the financial crisis beginning in 2007, regulators, practitioners, and
academics have resumed their discussion regarding the advantageousness
of different audit market regulations in restoring investors’, creditors’,
and the public’s confidence in corporate financial disclosures. The main
goals of regulators worldwide are to improve the quality of audited
financial statements and to decrease the currently high level of audit
market concentration.

The regulatory debate particularly focuses on designing incentives
that increase the probability that auditors will exert sufficient effort
to detect errors or intentional misstatements in their clients’ financial
statements, and will refrain from issuing a clean audit opinion in case
of detections (direct incentive effects of regulations). For example, the
prohibition on single-provider auditing and consulting reduces the eco-
nomic benefit auditors risk losing should they issue an unfavorable audit
opinion. The fees earned from providing non-audit services (NAS) are
not at stake if the joint supply of audit services (AS) and non-audit
services is prohibited. By reducing the auditor’s maximum tenure, the
mandatory audit firm rotation (MAR) after a pre-defined number of
periods decreases the economic benefit auditors can earn from serving

2
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3

a specific client. Audit fee caps (i.e., a maximum percentage of the fees
earned from one specific client, in relation to the auditor’s total fees)
directly restrict the relative economic importance of a client, and multi-
period audit engagements protect the auditor from dismissal during a
certain number of periods. Whereas all these measures mainly aim at
improving independence, joint audits (JAs) make use of the dual control
principle to increase both audit effort and auditor independence.

However, audit regulations also can have unintended direct incentive
effects. For example, low effort can result because of free riding in a
JA setting. Moreover, since a prohibition to offer NAS to audit clients
eliminates advantageous knowledge spillovers flowing from NAS to AS,
audit costs (and eventually audit fees) will increase if the auditor wants
to keep the probability to detect irregularities constant. Alternatively,
if the auditor cannot raise the audit fee, the detection probability will
decrease. A similar effect will occur under MAR due to repeatedly
occurring learning costs. The net effect of regulations on incentives
is thus far from straightforward. It is therefore unsurprising that the
empirical findings on the effects of regulations on audit quality are
mixed.

In addition to their direct incentive effects, however, audit market
regulations are likely to have (positive or negative) effects on the number
of auditors who are active in the market, the distribution of market
shares among audit firms, and the degree of competition between the
suppliers of audit services (market structure effects of regulations). An
example for a direct market structure effect is a regulation prescribing
JAs with a Big 4 and a non-Big 4 audit firm, because the implementation
of this regulation would directly transfer market shares from the market
leaders to smaller audit firms. Another example would be the imple-
mentation of MAR, since MAR is expected to increase the dynamics of
the audit market and thus to decrease audit market concentration.

However, there is also the potential for indirect market structure
effects, that is, changes in incentives caused by a regulation can af-
fect market structure. For example, the prohibition to provide NAS
to audit clients can reduce audit firms’ profit contributions; given a
certain amount of fixed costs, competition will force some audit firms to
leave the market. However, market structure can also affect incentives

Full text available at: http://dx.doi.org/10.1561/1400000066



4 Introduction

Figure 1.1: Effects of audit regulations on audit quality.

(indirect incentive effect of regulations). The market shares of audit
firms determine the relative economic importance of a specific client,
and, thus, the auditor’s incentive to remain independent. Consequently,
to assess the effect of regulations on audit quality, researchers should
simultaneously take into account the incentive effects and the market
structure effects. Figure 1.1 illustrates the direct and indirect effects.

However, most of the empirical and the analytical literature on
audit regulations neglects the market structure effects of regulations,
although these effects are important for two reasons. First, decreasing
audit market concentration and strengthening competition are directly
among the regulators’ goals. Second, the structure of the audit market
can affect the quality of audited financial statements and, thus, intensify
or lessen the effect that altered incentives have on audit quality.

To date, little is known about the joint association between audit
regulations, incentives, market structure, and the quality of audited
reports. The idea of this monograph therefore is to discuss how these
interactions can be analyzed. Identifying the channels through which
audit regulations affect financial reporting quality is important for the
advancement of analytical and empirical audit research, the understand-
ing of the generally mixed empirical results, and the discussion of the
effectiveness of audit regulations.

Full text available at: http://dx.doi.org/10.1561/1400000066



5

In the following, we provide a structured overview of the empirical
and analytical literature on the effects of audit market regulations.
However, we would like to emphasize that—because the literature is
very comprehensive whereas the scope of this monograph is limited—we
had to make a selection from a literature that is too voluminous for
us to review in its entirety. Moreover, we would like to point out that
when we summarize the publications that we include in our overview,
we present what we consider the papers’ main analyses in a compressed
and stylized form to allow for comparisons between the studies (at
least to a certain degree). We do, however, not include and discuss the
numerous additional analyses and sensitivity checks provided in the
original publication, and acknowledge that we might drop contents that
researchers might deem essential. Further, to improve the readability of
this monograph, we rename the variables used in the original regressions
or analytical models.

The monograph is organized as follows. In Section 2, we address
the structure of the audit markets of industrialized countries. We first
give an overview of the concentration metrics that are usually used to
describe the structure of an audit market or a market segment. We
then present the empirical findings on audit market concentration at
the national level and provide an overview of the main reasons that
led to the currently high degree of concentration. In Section 3, we
summarize the reasons why regulators worldwide consider a high degree
of concentration to be a concern. In particular, we discuss the regulator’s
assumption that a high degree of concentration inevitably leads to a
low degree of competition and to the corresponding effects of low audit
quality and high audit fees. We also give an overview of the empirical
findings on the association between concentration and audit quality
and fees, respectively. In Section 4, we briefly introduce the mandatory
audit firm rotation, the prohibition on the joint supply of audit and
non-audit services, and joint audits as examples for regulations that
are likely to have both incentive and market structure effects. Section 5
summarizes the empirical findings on the effects of these regulations on
audit quality and market structure. As the overview shows, the results
are mixed. We believe that one reason for this observation could be that
the market structure effects resulting from regulations so far have not
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6 Introduction

been taken into account sufficiently. Turning to analytical papers on
the mandatory audit firm rotation, the prohibition on the joint supply
of audit and non-audit services, and joint audits, Section 6 summarizes
models that regard the market structure as given. The results from these
models show that the effects of regulations are not straightforward, but
depend on various factors related to the auditor, the client, and the legal
environment. Section 7 gives an overview of analytical research that
simultaneously considers incentive effects and market structure effects.
It also provides a brief overview of industrial organization models that
seem suitable to expand the models applied to investigate the effects of
audit regulations. Section 8 concludes and highlights avenues for future
research.

Full text available at: http://dx.doi.org/10.1561/1400000066



References

Abidin, S., V. Beattie, and A. Goodacre (2010). “Audit market structure,
fees and choice in a period of structural change: Evidence from the
UK – 1998–2003”. The British Accounting Review. 42(3): 187–206.

Aguirregabiria, V. and J. Suzuki (2016). “Empirical games of market
entry and spatial competition in retail industries”. In: Handbook
on the Economics of Retailing and Distribution. Ed. by E. Basker.
Cheltenham and Northampton, MA: Edward Elgar Publishing.

Aguirregabiria, V. and G. Vicentini (2016). “Dynamic spatial com-
petition between multi-store retailers”. The Journal of Industrial
Economics. 64(4): 710–754.

Al-Hadi, A., A. Habib, K. Al-Yahyaee, and B. Eulaiwi (2017). “Joint
audit, political connections and cost of debt capital”. International
Journal of Auditing. 21(3): 249–270.

Alali, F., R. J. Elder, and J. Zhou (2019). “An analysis of Big 4 pricing
and firm size: The differential impact of demand and supply shocks
on large and small clients”. Journal of Accounting, Auditing &
Finance. 34(2): 204–230.

American Institute of Certified Public Accountants (AICPA) (1978).
“The commission on auditors’ responsibilities: Report, conclusions
and recommendations”. url: https://www.ojp.gov/ncjrs/virtual-li
brary/abstracts/commission-auditors-responsibilities-report-concl
usions-and.

160

Full text available at: http://dx.doi.org/10.1561/1400000066

https://www.ojp.gov/ncjrs/virtual-library/abstracts/commission-auditors-responsibilities-report-conclusions-and
https://www.ojp.gov/ncjrs/virtual-library/abstracts/commission-auditors-responsibilities-report-conclusions-and
https://www.ojp.gov/ncjrs/virtual-library/abstracts/commission-auditors-responsibilities-report-conclusions-and


References 161

Anderson, S. P. and A. De Palma (1988). “Spatial price discrimination
with heterogeneous products”. The Review of Economic Studies.
55(4): 573–592.

Anderson, S. P. and D. J. Neven (1991). “Cournot competition yields
spatial agglomeration”. International Economic Review. 32(4): 793–
808.

André, P., G. Broye, C. Pong, and A. Schatt (2016). “Are joint audits
associated with higher audit fees?” European Accounting Review.
25(2): 245–274.

Arruñada, B. and C. Paz-Ares (1997). “Mandatory rotation of company
auditors: A critical examination”. International Review of Law and
Economics. 17(1): 31–61.

Asthana, S. C., S. Balsam, and S. Kim (2009). “The effect of Enron,
Andersen, and Sarbanes–Oxley on the U.S. market for audit services”.
Accounting Research Journal. 22(1): 4–26.

Asthana, S. C., I. K. Khurana, and K. K. Raman (2019). “Fee competi-
tion among Big 4 auditors and audit quality”. Review of Quantitative
Finance and Accounting. 52: 403–438.

Audousset-Coulier, S. (2015). “Audit fees in a joint audit setting”.
European Accounting Review. 24(2): 347–377.

Balasubramanian, S. (1998). “Mail versus mall: A strategic analysis of
competition between direct marketers and conventional retailers”.
Marketing Science. 17(3): 181–195.

Ball, R. and L. Shivakumar (2005). “Earnings quality in UK private
firms: Comparative loss recognition timeliness”. Journal of Account-
ing and Economics. 39(1): 83–128.

Ball, R. and L. Shivakumar (2006). “The role of accruals in asymmet-
rically timely gain and loss recognition”. Journal of Accounting
Research. 44(2): 207–242.

Ballas, A. A. and I. Fafaliou (2008). “Market shares and concentration
in the EU auditing industry: The effects of Andersen’s demise”.
International Advances in Economic Research. 14(4): 485–497.

Bandyopadhyay, S. P. and J. L. Kao (2004). “Market structure and
audit fees: A local analysis”. Contemporary Accounting Research.
21(3): 529–561.

Full text available at: http://dx.doi.org/10.1561/1400000066



162 References

Basioudis, I. G. and J. R. Francis (2007). “Big 4 audit fee premiums for
national and office-level industry leadership in the United Kingdom”.
Auditing: A Journal of Practice and Theory. 26(2): 143–166.

Basu, S. (1997). “The conservatism principle and the asymmetric time-
liness of earnings”. Journal of Accounting and Economics. 24(1):
3–37.

Beardsley, E. L., D. R. Lassila, and T. C. Omer (2019). “How do audit
offices respond to audit fee pressure? Evidence of increased focus on
nonaudit services and their impact on audit quality”. Contemporary
Accounting Research. 36(2): 999–1027.

Beattie, V., A. Goodacre, and S. Fearnley (2003). “And then there
were four: A study of UK audit market concentration – Causes,
consequences and the scope for market adjustment”. Journal of
Financial Regulation and Compliance. 11(3): 250–265.

Beck, P. J., T. J. Frecka, and I. Solomon (1988). “A model of the
market for MAS and audit services: Knowledge spillovers and auditor-
auditee bonding”. Journal of Accounting Literature. 7(1): 50–64.

Beck, P. J. and M. G. H. Wu (2006). “Learning by doing and audit
quality”. Contemporary Accounting Research. 23(1): 1–30.

Bell, T. B., M. Causholli, and W. R. Knechel (2015). “Audit firm
tenure, non-audit services, and internal assessments of audit quality”.
Journal of Accounting Research. 53(3): 461–509.

Bernheim, B. D. and M. D. Whinston (1986). “Common agency”. Econo-
metrica. 54(4): 923–942.

Bernstein, P. W. (1978). “Competition comes to accounting”. Fortune.
98(1): 88–96.

Biehl, H., C. Bleibtreu, and U. Stefani (2021). “The effects of joint audits
on audit quality and audit costs: A game-theoretical explanation
for contradictory empirical results”. SSRN Working Paper. url:
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3816011.

Bills, K. L. and N. M. Stephen (2016). “Spatial competition at the
intersection of the large and small audit firm markets”. Auditing:
A Journal of Practice and Theory. 35(1): 23–45.

Biscaia, R. and I. Mota (2013). “Models of spatial competition: A critical
review”. Papers in Regional Science. 92(4): 851–871.

Full text available at: http://dx.doi.org/10.1561/1400000066

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3816011


References 163

Blay, A. D. and M. A. Geiger (2013). “Auditor fees and auditor inde-
pendence: Evidence from going concern reporting decisions”. Con-
temporary Accounting Research. 30(2): 579–606.

Bleibtreu, C. and U. Stefani (2018). “The effects of mandatory audit
firm rotation on client importance and audit industry concentration”.
The Accounting Review. 93(1): 1–27.

Bleibtreu, C. and U. Stefani (2020). “The interdependence between the
structure of the audit market and the quality of audited financial
statements: The case of non-audit services”. Working Paper. url:
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2614860.

Boone, J. P., I. K. Khurana, and K. K. Raman (2012). “Audit mar-
ket concentration and auditor tolerance for earnings management”.
Contemporary Accounting Research. 29(4): 1171–1203.

Boone, J. P., I. K. Khurana, and K. K. Raman (2017). “Spatial compe-
tition in local audit markets and the fallout on Deloitte from the
2007 PCAOB censure”. Auditing: A Journal of Practice and Theory.
36(2): 1–19.

Braid, R. M. (2008). “Spatial price discrimination and the locations of
firms with different product selections or product varieties”. Eco-
nomics Letters. 98(3): 342–347.

Bushman, R. M. and J. D. Piotroski (2006). “Financial reporting incen-
tives for conservative accounting: The influence of legal and political
institutions”. Journal of Accounting and Economics. 42(1–2): 107–
148.

Cameran, M., J. R. Francis, A. Marra, and A. Pettinicchio (2015). “Are
there adverse consequences of mandatory auditor rotation? Evidence
from the Italian experience”. Auditing: A Journal of Practice and
Theory. 34(1): 1–24.

Cameran, M., A. Prencipe, and M. Trombetta (2016). “Mandatory
audit firm rotation and audit quality”. European Accounting Review.
25(1): 35–58.

Carcello, J. V. and A. L. Nagy (2004). “Audit firm tenure and fraudulent
financial reporting”. Auditing: A Journal of Practice and Theory.
23(2): 55–69.

Full text available at: http://dx.doi.org/10.1561/1400000066

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2614860


164 References

Carcello, J. V., T. L. Neal, L. C. Reid, and J. E. Shipman (2020).
“Auditor independence and fair value accounting: An examination of
nonaudit fees and goodwill impairments”. Contemporary Accounting
Research. 37(1): 189–217.

Carson, E. (2009). “Industry specialization by global audit firm net-
works”. The Accounting Review. 84(2): 355–382.

Carson, E., R. Simnett, B. S. Soo, and A. M. Wright (2012). “Changes
in audit market competition and the Big N premium”. Auditing: A
Journal of Practice and Theory. 31(3): 47–73.

Casterella, J. R., R. Desir, and G. Irwin (2013). “A retrospective look
at the effect of auditor specialization and industry concentration on
the cost of audit services”. Accounting and Finance Research. 2(2):
79–88.

Casterella, J. R., J. R. Francis, B. L. Lewis, and P. L. Walker (2004).
“Auditor industry specialization, client bargaining power, and audit
pricing”. Auditing: A Journal of Practice and Theory. 23(1): 123–
140.

Chan, D. K. (1999). “‘Low-balling’ and efficiency in a two-period special-
ization model of auditing competition”. Contemporary Accounting
Research. 16(4): 609–642.

Chan, D. K., A. Ferguson, D. A. Simunic, and D. J. Stokes (2004). “A
spatial analysis and test of oligopolistic competition in the market
for audit services”. Working Paper.

Chan, K. H. and D. Wu (2011). “Aggregate quasi rents and auditor
independence: Evidence from audit firm mergers in China”. Con-
temporary Accounting Research. 28(1): 175–213.

Chaney, P. K., D. Jeter, and P. E. Shaw (2003). “The impact on the
market for audit services of aggressive competition by auditors”.
Journal of Accounting and Public Policy. 22(6): 487–516.

Chaney, P. K. and K. L. Philipich (2002). “Shredded reputation: The
cost of audit failure”. Journal of Accounting Research. 40(4): 1221–
1245.

Chang, H., Y. Guo, and P. L. L. Mo (2019). “Market competition, audit
fee stickiness, and audit quality: Evidence from China”. Auditing: A
Journal of Practice and Theory. 38(2): 79–99.

Full text available at: http://dx.doi.org/10.1561/1400000066



References 165

Cheynel, E. and F. Zhou (2020). “Audit firm rotation and misstatements:
A dynamic discrete choice approach”. SSRN Working Paper. url:
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3284807.

Choi, M. S. and D. Zéghal (1999). “The effect of accounting firm
mergers on international markets for accounting services”. Journal
of International Accounting, Auditing and Taxation. 8(1): 1–22.

Chu, L., D. A. Simunic, M. Ye, and P. Zhang (2018). “Transaction costs
and competition among audit firms in local markets”. Journal of
Accounting and Economics. 65(1): 129–147.

Ciconte, W., W. R. Knechel, and C. Schelleman (2015). “An examination
of the relation between market structure and the profitability of
audit engagements”. Accounting and Finance. 55(3): 749–781.

Comunale, C. L. and T. R. Sexton (2003). “Current accounting in-
vestigations: Effect on Big 5 market shares”. Managerial Auditing
Journal. 18(6–7): 569–576.

Comunale, C. L. and T. R. Sexton (2005). “Mandatory auditor rota-
tion and retention: Impact on market share”. Managerial Auditing
Journal. 20(3): 235–248.

Corbella, S., C. Florio, G. Gotti, and S. A. Mastrolia (2015). “Audit
firm rotation, audit fees and audit quality: The experience of Italian
public companies”. Journal of International Accounting, Auditing
and Taxation. 25: 46–66.

Craswell, A. T., J. R. Francis, and S. L. Taylor (1995). “Auditor brand
name reputations and industry specializations”. Journal of Account-
ing and Economics. 20(3): 297–322.

Danos, P. and J. W. Eichenseher (1982). “Audit industry dynamics:
Factors affecting changes in client-industry market shares”. Journal
of Accounting Research. 20(Autumn): 604–616.

Danos, P. and J. W. Eichenseher (1986). “Long-term trends toward seller
concentration in the U.S. audit market”. The Accounting Review.
61(4): 633–650.

Davis, L. R., B. S. Soo, and G. Trompeter (2009). “Auditor tenure
and the ability to meet or beat earnings forecasts”. Contemporary
Accounting Research. 26(2): 517–548.

Full text available at: http://dx.doi.org/10.1561/1400000066

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3284807


166 References

DeAngelo, L. E. (1981a). “Auditor independence, ‘low balling’, and
disclosure regulation”. Journal of Accounting and Economics. 3(2):
113–127.

DeAngelo, L. E. (1981b). “Auditor size and audit quality”. Journal of
Accounting and Economics. 3(3): 183–199.

Dechow, P. M. and I. D. Dichev (2002). “The quality of accounting and
earnings: The role of accrual estimation errors”. The Accounting
Review. 77(s-1): 35–59.

Dechow, P. M., R. G. Sloan, and A. P. Sweeney (1995). “Detecting
earnings management”. The Accounting Review. 70(2): 193–225.

Dedman, E. and C. S. Lennox (2009). “Perceived competition, prof-
itability and the withholding of information about sales and the cost
of sales”. Journal of Accounting and Economics. 48(2–3): 210–230.

DeFond, M. L., J. R. Francis, and T. J. Wong (2000). “Auditor industry
specialization and market segmentation: Evidence from Hong Kong”.
Auditing: A Journal of Practice and Theory. 19(1): 49–66.

DeFond, M. L. and C. S. Lennox (2011). “The effect of SOX on small au-
ditor exits and audit quality”. Journal of Accounting and Economics.
52(1): 21–40.

DeFond, M. L. and C. W. Park (2001). “The reversal of abnormal accru-
als and the market valuation of earnings surprises”. The Accounting
Review. 76(3): 375–404.

DeFond, M. L. and J. Zhang (2014). “A review of archival auditing
research”. Journal of Accounting and Economics. 58(2–3): 275–326.

Dekeyser, S., A. Gaeremynck, W. R. Knechel, and M. Willekens (2021).
“Multimarket contact and mutual forbearance in audit markets”.
Journal of Accounting Research. doi: 10.1111/1475-679X.12406.

Demeré, B. W., J. R. Francis, N. M. Golshan, and A. Pawliczek (2019).
“Multimarket competition: Evidence from audit markets”. Working
Paper.

Deng, M., T. Lu, D. A. Simunic, and M. Ye (2014). “Do joint audits
improve or impair audit quality?” Journal of Accounting Research.
52(5): 1029–1060.

Full text available at: http://dx.doi.org/10.1561/1400000066

https://doi.org/10.1111/1475-679X.12406


References 167

Dopuch, N. and D. A. Simunic (1980). “The nature of competition
in the auditing profession: A descriptive and normative view”. In:
Regulation and the Accounting Profession. Ed. by J. W. Buckley and
J. F. Weston. Belmont, CA: J. F. Lifetime Learning Publications.
77–94.

Dunn, K. A., M. Kohlbeck, and B. W. Mayhew (2011). “The impact of
the Big 4 consolidation on audit market share equality”. Auditing:
A Journal of Practice and Theory. 30(1): 49–73.

Dunn, K. A., M. Kohlbeck, and B. W. Mayhew (2019). “The impact
of market inequality on audit price”. Managerial Auditing Journal.
34(9): 1149–1172.

Dye, R. A. (1991). “Informationally motivated auditor replacement”.
Journal of Accounting and Economics. 14(4): 347–374.

Dye, R. A. (1995). “Incorporation and the audit market”. Journal of
Accounting and Economics. 19(1): 75–114.

Edwards, J. B. (2014). “The battle over mandatory audit firm rotation”.
Journal of Corporate Accounting and Finance. 25(4): 3–10.

Eichenseher, J. W. and P. Danos (1981). “The analysis of industry-
specific auditor concentration: Towards an explanatory model”. The
Accounting Review. 56(3): 479–492.

Eshleman, J. D. and B. P. Lawson (2017). “Audit market structure and
audit pricing”. Accounting Horizons. 31(1): 57–81.

European Commission (1996). “The role, the position and the liability
of the statutory auditor within the European Union”. Green Paper.
url: http://europa.eu/documents/comm/green_papers/pdf /
com96_338_en.pdf.

European Commission (2010). Green Paper: Audit Policy: Lessons from
the Crisis. Brussels, Belgium. url: https ://eur-lex . europa . eu/
legal-content/EN/TXT/HTML/?uri=CELEX:52010DC0561&
from=EN.

European Commission (2011a). Commission staff working paper – Im-
pact assessment. url: https://op.europa.eu/en/publication-detail/
-/publication/b574aaf3-2c0a-4b55-b915-a8a56713eb3e/language-e
n.

Full text available at: http://dx.doi.org/10.1561/1400000066

http://europa.eu/documents/comm/green_papers/pdf/com96_338_en.pdf
http://europa.eu/documents/comm/green_papers/pdf/com96_338_en.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:52010DC0561&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:52010DC0561&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:52010DC0561&from=EN
https://op.europa.eu/en/publication-detail/-/publication/b574aaf3-2c0a-4b55-b915-a8a56713eb3e/language-en
https://op.europa.eu/en/publication-detail/-/publication/b574aaf3-2c0a-4b55-b915-a8a56713eb3e/language-en
https://op.europa.eu/en/publication-detail/-/publication/b574aaf3-2c0a-4b55-b915-a8a56713eb3e/language-en


168 References

European Commission (2011b). Proposal for a Directive of the European
Parliament and of the Council amending Directive 2006/43/EC
on statutory audits of annual accounts and consolidated accounts.
Brussels, Belgium. url: https://eur-lex.europa.eu/legal-content/
EN/TXT/HTML/?uri=CELEX:52011PC0778&from=EN.

European Commission (2011c). Proposal for a Regulation of the Eu-
ropean Parliament and of the Council on specific requirements
regarding statutory audit of public-interest entities. Brussels, Bel-
gium. url: https://eur-lex.europa.eu/legal-content/EN/TXT/
HTML/?uri=CELEX:52011PC0779&from=en.

European Parliament and Council of the European Union (2011). “Au-
dit policy – Lessons from the crisis European Parliament resolu-
tion of 13 September 2011 on audit policy: Lessons from the crisis
(2011/2037(INI))”. url: http://www.europarl.europa.eu/sides/
getDoc.do?type=TA&language=EN&reference=P7-TA-2011-359.

European Parliament and Council of the European Union (2014a). Di-
rective 2014/56/EU of the European Parliament and of the Council
of 16 April 2014 amending Directive 2006/43/EC on statutory au-
dits of annual accounts and consolidated accounts. url: https://
eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:
32014L0056&from=EN.

European Parliament and Council of the European Union (2014b).
Regulation (EU) No. 537/2014 of the European Parliament and
of the Council 16 April 2014 on specific requirements regarding
statutory audit of public-interest entities and repealing Commission
Decision 2005/909/EC. url: http://eur-lex.europa.eu/legal-conten
t/EN/TXT/PDF/?uri=CELEX:32014R0537&from=EN.

Ewelt-Knauer, C., A. Gold, and C. Pott (2012). “What do we know about
mandatory audit firm rotation?” ICAS Report. url: https://assets.
publishing . service . gov .uk /media /5329dbc1ed915d0e5d0000c1/
icas_mafr_report.pdf.

Ewert, R. and London Economics (2006). “Study on the economic impact
of auditors’ liability regimes (MARKT/2005/24/F)”. Final report to
EC-DG Internal Market and Services. url: https://londoneconomics.
co.uk/wp-content/uploads/2011/09/auditors-final-report_en-2.
pdf.

Full text available at: http://dx.doi.org/10.1561/1400000066

https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:52011PC0778&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:52011PC0778&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:52011PC0779&from=en
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:52011PC0779&from=en
http://www.europarl.europa.eu/sides/getDoc.do?type=TA&language=EN&reference=P7-TA-2011-359
http://www.europarl.europa.eu/sides/getDoc.do?type=TA&language=EN&reference=P7-TA-2011-359
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32014L0056&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32014L0056&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32014L0056&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32014R0537&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32014R0537&from=EN
https://assets.publishing.service.gov.uk/media/5329dbc1ed915d0e5d0000c1/icas_mafr_report.pdf
https://assets.publishing.service.gov.uk/media/5329dbc1ed915d0e5d0000c1/icas_mafr_report.pdf
https://assets.publishing.service.gov.uk/media/5329dbc1ed915d0e5d0000c1/icas_mafr_report.pdf
https://londoneconomics.co.uk/wp-content/uploads/2011/09/auditors-final-report_en-2.pdf
https://londoneconomics.co.uk/wp-content/uploads/2011/09/auditors-final-report_en-2.pdf
https://londoneconomics.co.uk/wp-content/uploads/2011/09/auditors-final-report_en-2.pdf


References 169

Fargher, N. L., A. Jiang, and Y. Yu (2018). “Further evidence on the
effect of regulation on the exit of small auditors from the audit
market and resulting audit quality”. Auditing: A Journal of Practice
& Theory. 37(4): 95–115.

Fargher, N. L. and L. Jiang (2008). “Changes in the audit environment
and auditors’ propensity to issue going-concern opinions”. Auditing:
A Journal of Practice & Theory. 27(2): 55–77.

Feldman, E. R. (2006). “A basic quantification of the competitive
implications of the demise of Arthur Andersen”. Review of Industrial
Organization. 29: 193–212.

Ferguson, A., J. R. Francis, and D. J. Stokes (2003). “The effects of
firm-wide and office-level industry expertise on audit pricing”. The
Accounting Review. 78(2): 429–448.

Ferguson, A. and D. Stokes (2002). “Brand name audit pricing, indus-
try specialization, and leadership premiums post-Big 8 and Big 6
mergers”. Contemporary Accounting Research. 19(1): 77–110.

Financial Reporting Council (2018). Development in audit 2018. url:
https://www.frc.org.uk/getattachment/5e1ac2d1-f58c-48bc-bb91
-1f4a189df18b/Developments-in-Audit-2018.pdf.

Financial Reporting Council (2020). FRC principles for operational
separation of audit practices. url: https://www.frc.org.uk/news/
july-2020/frc-principles-for-operational-separation-of-a-(1).

Francis, J. R., M. N. Mehta, and W. Zhao (2017). “Audit office rep-
utation shocks from gains and losses of major industry clients”.
Contemporary Accounting Research. 34(4): 1922–1974.

Francis, J. R., P. N. Michas, and S. E. Seavey (2013). “Does audit market
concentration harm the quality of audited earnings? Evidence from
audit markets in 42 countries”. Contemporary Accounting Research.
30(1): 325–355.

Francis, J. R., K. Reichelt, and D. Wang (2005). “The pricing of national
and city-specific reputations for industry expertise in the U.S. audit
market”. The Accounting Review. 80(1): 113–136.

Francis, J. R., C. Richard, and A. Vanstraelen (2009). “Assessing
France’s joint audit requirement: Are two heads better than one?”
Auditing: A Journal of Practice and Theory. 28(2): 35–63.

Full text available at: http://dx.doi.org/10.1561/1400000066

https://www.frc.org.uk/getattachment/5e1ac2d1-f58c-48bc-bb91-1f4a189df18b/Developments-in-Audit-2018.pdf
https://www.frc.org.uk/getattachment/5e1ac2d1-f58c-48bc-bb91-1f4a189df18b/Developments-in-Audit-2018.pdf
https://www.frc.org.uk/news/july-2020/frc-principles-for-operational-separation-of-a-(1)
https://www.frc.org.uk/news/july-2020/frc-principles-for-operational-separation-of-a-(1)


170 References

Francis, J. R., D. Stokes, and A. Don (1999). “City markets as a unit of
analysis in audit research and the re-examination of Big 5 market
shares”. Abacus. 35(2): 185–206.

Francis, J. R. and D. Wang (2008). “The joint effect of investor pro-
tection and Big 4 audits on earnings quality around the world”.
Contemporary Accounting Research. 25(1): 157–191.

Francis, J. R. and M. D. Yu (2009). “Big 4 office size and audit quality”.
The Accounting Review. 84(5): 1521–1552.

Friedman, H. L. and L. Mahieux (2021). “How is the audit market
affected by characteristics of the non-audit services market?” Journal
of Accounting Research. 59(3): 959–1020.

Garcia-Blandon, J., J. M. Argiles-Bosch, D. Castillo-Merino, and M.
Martinez-Blasco (2017). “An assessment of the provisions of Regula-
tion (EU) No. 537/2014 on non-audit services and audit firm tenure:
Evidence from Spain”. The International Journal of Accounting.
52(3): 251–261.

Geiger, M. A. and K. Raghunandan (2002). “Auditor tenure and audit
reporting failures”. Auditing: A Journal of Practice & Theory. 21(1):
67–78.

Geiger, M. A., K. Raghunandan, and D. V. Rama (2005). “Recent
changes in the association between bankruptcies and prior audit
opinions”. Auditing: A Journal of Practice & Theory. 24(1): 21–35.

Gerakos, J. and C. Syverson (2015). “Competition in the audit market:
Policy implications”. Journal of Accounting Research. 53(4): 725–
775.

Gerakos, J. and C. Syverson (2017). “Audit firms face downward-sloping
demand curves and the audit market is far from perfectly competi-
tive”. Review of Accounting Studies. 22(4): 1582–1594.

Ghosh, A. and S. Lustgarten (2006). “Pricing of initial audit engage-
ments by large and small audit firms”. Contemporary Accounting
Research. 23(2): 333–368.

Ghosh, A. and R. Pawlewicz (2009). “The impact of regulation on
auditor fees: Evidence from the Sarbanes–Oxley Act”. Auditing:
A Journal of Practice & Theory. 28(2): 171–197.

Full text available at: http://dx.doi.org/10.1561/1400000066



References 171

Gietzmann, M. B. and P. K. Sen (2002). “Improving auditor indepen-
dence through selective mandatory rotation”. International Journal
of Auditing. 6(2): 183–210.

Gigler, F. and M. Penno (1995). “Imperfect competition in audit mar-
kets and its effect on the demand for audit-related services”. The
Accounting Review. 70(2): 317–336.

Gonthier-Besacier, N. and A. Schatt (2007). “Determinants of audit
fees for French quoted firms”. Managerial Auditing Journal. 22(2):
139–160.

Goodwin, J. and D. Wu (2014). “Is the effect of industry expertise on
audit pricing an office-level or a partner-level phenomenon?” Review
of Accounting Studies. 19(4): 1532–1578.

Gul, F. A., S. Y. K. Fung, and B. Jaggi (2009). “Earnings quality:
Some evidence on the role of auditor tenure and auditors’ industry
expertise”. Journal of Accounting and Economics. 47(3): 265–287.

Gunn, J. L., B. S. Kawada, and P. N. Michas (2019). “Audit market
concentration, audit fees, and audit quality: A cross-country analysis
of complex audit clients”. Journal of Accounting and Public Policy.
38(6): 1–21.

Guo, Q., C. Koch, and A. Zhu (2017). “Joint audit, audit market
structure, and consumer surplus”. Review of Accounting Studies.
22(4): 1595–1627.

Guo, Q., C. Koch, and A. Zhu (2020). “The value of auditor industry
specialization – Evidence from a structural model”. SSRN Working
Paper. url: https://ssrn.com/abstract=3673987.

Gupta, B. (1992). “Sequential entry and deterrence with competitive
spatial price discrimination”. Economics Letters. 38(4): 487–490.

Haak, M., M. Muraz, and R. Zieseniß (2018). “Joint audits: Does
the allocation of audit work affect audit quality and audit fees?”
Accounting in Europe. 15(1): 55–80.

Hail, L., A. Tahoun, and C. Wang (2018). “Corporate scandals and
regulation”. Journal of Accounting Research. 56(2): 617–671.

Hamilton, J. H., J.-F. Thisse, and A. Weskamp (1989). “Spatial dis-
crimination: Bertrand vs. Cournot in a model of location choice”.
Regional Science and Urban Economics. 19(1): 87–102.

Full text available at: http://dx.doi.org/10.1561/1400000066

https://ssrn.com/abstract=3673987


172 References

Hanson, W. E. (1977). “Big brother and the Big Eight”. Management
Accounting. 58(10): 15–19.

Hay, D. C. (2013). “Further evidence from meta-analysis of audit fee
research”. International Journal of Auditing. 17(2): 162–176.

Hay, D. C., W. R. Knechel, and N. Wong (2006). “Audit fees: A meta-
analysis of the effect of supply and demand attributes”. Contempo-
rary Accounting Research. 23(1): 141–191.

Hermanson, R. H., L. M. Dykes, and D. H. Turner (1987). “Enforced
competition in the accounting profession. Does it make sense?”
Accounting Horizons. 1(4): 13–19.

Hogan, C. E. and D. C. Jeter (1999). “Industry specialization by audi-
tors”. Auditing: A Journal of Practice and Theory. 18(1): 1–17.

Holm, C. and F. Thinggaard (2014). “Leaving a joint audit system:
Conditional fee reductions”. Managerial Auditing Journal. 29(2):
131–152.

Holm, C. and F. Thinggaard (2016). “Paying for joint or single audits?
The importance of auditor pairings and differences in technology
efficiency”. International Journal of Auditing. 20(1): 1–16.

Holm, C. and F. Thinggaard (2018). “From joint to single audits – Audit
quality differences and auditor pairings”. Accounting and Business
Research. 48(3): 321–344.

Hotelling, H. (1929). “Stability in competition”. The Economic Journal.
39(153): 41–57.

Huang, H.-W., K. Raghunandan, and D. Rama (2009). “Audit fees
for initial audit engagements before and after SOX”. Auditing: A
Journal of Practice & Theory. 28(1): 171–190.

Huang, T.-C., H. Chang, and J.-R. Chiou (2016). “Audit market con-
centration, audit fees, and audit quality: Evidence from China”.
Auditing: A Journal of Practice & Theory. 35(2): 121–145.

Hurter Jr., A. P. and P. J. Lederer (1985). “Spatial duopoly with
discriminatory pricing”. Regional Science and Urban Economics.
15(4): 541–553.

Iyer, V. M. and G. S. Iyer (1996). “Effect of Big 8 mergers on audit
fees: Evidence from the United Kingdom”. Auditing: A Journal of
Practice & Theory. 15(2): 123–132.

Full text available at: http://dx.doi.org/10.1561/1400000066



References 173

Jaskold Gabszewicz, J. and J. F. Thisse (1980). “Entry (and exit) in a
differentiated industry”. Journal of Economic Theory. 22(2): 327–
338.

Jones, J. J. (1991). “Earnings management during import relief investi-
gations”. Journal of Accounting Research. 29(2): 193–228.

Kallapur, S., S. Sankaraguruswamy, and Y. Zang (2010). “Audit market
concentration and audit quality”. Working Paper. url: http ://
papers.ssrn.com/sol3/papers.cfm?abstract_id=1546356.

Kang, S. M., I. T. Hwang, and K. S. Hur (2019). “Non-audit services and
auditor independence depending on client performance”. Australian
Accounting Review. 29(3): 485–501.

Kanodia, C. and A. Mukherji (1994). “Audit pricing, lowballing and
auditor turnover: A dynamic analysis”. The Accounting Review.
69(4): 593–615.

Kermiche, L. and C. Piot (2018). “The audit market dynamics in a
mandatory joint audit setting: The French experience”. Journal of
Accounting, Auditing & Finance. 33(4): 463–484.

Keune, M. B., B. W. Mayhew, and J. J. Schmidt (2016). “Non-Big 4 local
market leadership and its effect on competition”. The Accounting
Review. 91(3): 907–931.

Knechel, W. R. and D. S. Sharma (2012). “Auditor-provided nonaudit
services and audit effectiveness and efficiency: Evidence from pre-
and post-SOX audit report lags”. Auditing: A Journal of Practice
& Theory. 31(4): 85–114.

Knechel, W. R. and A. Vanstraelen (2007). “The relationship between
auditor tenure and audit quality implied by going concern opinions”.
Auditing: A Journal of Practice & Theory. 26(1): 113–131.

Koh, K., S. Rajgopal, and S. Srinivasan (2013). “Non-audit services and
financial reporting quality: Evidence from 1978 to 1980”. Review of
Accounting Studies. 18(1): 1–33.

Kohlbeck, M., B. W. Mayhew, P. Murphy, and M. S. Wilkins (2010).
“Competition for Andersen’s clients”. Contemporary Accounting
Research. 25(4): 1099–1136.

Kornish, L. J. and C. B. Levine (2004). “Discipline with common agency:
The case of audit and nonaudit services”. The Accounting Review.
79(1): 173–200.

Full text available at: http://dx.doi.org/10.1561/1400000066

http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1546356
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1546356


174 References

Kothari, S. P., A. J. Leone, and C. E. Wasley (2005). “Performance
matched discretionary accrual measures”. Journal of Accounting
and Economics. 39(1): 163–197.

Kwon, S. Y., Y. Lim, and R. Simnett (2014). “The effect of manda-
tory audit firm rotation on audit quality and audit fees: Empirical
evidence from the Korean audit market”. Auditing: A Journal of
Practice & Theory. 33(4): 167–196.

Laux, V. and D. P. Newman (2010). “Auditor liability and client accep-
tance decisions”. The Accounting Review. 85(1): 261–285.

Le Vourc’h, J. and P. Morand (2011). “Study on the effects of the
implementation of the ‘acquis’ on statutory audits of annual and con-
solidated accounts including the consequences on the audit market”.
url: https://op.europa.eu/en/publication-detail/-/publication/
6cf054a9-03fb-429c-99b7-8937e5522f62.

Lederer, P. J. and A. P. Hurter Jr. (1986). “Competition of firms:
Discriminatory pricing and location”. Econometrica. 54(3): 623–640.

Lee, C.-W. J. and Z. Gu (1998). “Low balling, legal liability and auditor
independence”. The Accounting Review. 73(4): 533–555.

Lennox, C. S. (2014). “Auditor tenure and rotation”. In: The Routledge
Companion to Auditing. Ed. by D. Hay, W. R. Knechel, and M.
Willekens. New York, NY: Routledge. 89–106.

Lennox, C. S. (2016). “Did the PCAOB’s restrictions on auditors’ tax
services improve audit quality?” The Accounting Review. 91(5):
1493–1512.

Lesage, C., N. V. S. Ratzinger-Sakel, and J. Kettunen (2017). “Conse-
quences of the abandonment of mandatory joint audit: An empirical
study of audit costs and audit quality effects”. European Accounting
Review. 26(2): 311–339.

Lisic, L. L., L. A. Myers, R. Pawlewicz, and T. A. Seidel (2019). “Do
accounting firm consulting revenues affect audit quality? Evidence
from the pre- and post-SOX eras”. Contemporary Accounting Re-
search. 36(2): 1028–1054.

Lobo, G. J., L. Paugam, D. Zhang, and J. F. Casta (2017). “The effect
of joint auditor pair composition on audit quality: Evidence from
impairment tests”. Contemporary Accounting Research. 34(1): 118–
153.

Full text available at: http://dx.doi.org/10.1561/1400000066

https://op.europa.eu/en/publication-detail/-/publication/6cf054a9-03fb-429c-99b7-8937e5522f62
https://op.europa.eu/en/publication-detail/-/publication/6cf054a9-03fb-429c-99b7-8937e5522f62


References 175

Lu, T. and K. Sivaramakrishnan (2009). “Mandatory audit firm rotation:
Fresh look versus poor knowledge”. Journal of Accounting and Public
Policy. 28(2): 71–91.

MacLeod, W. B., G. Norman, and J. F. Thisse (1988). “Price discrimi-
nation and equilibrium in monopolistic competition”. International
Journal of Industrial Organization. 6(4): 429–446.

Magee, R. P. and M.-C. Tseng (1990). “Audit pricing and independence”.
The Accounting Review. 65(2): 315–336.

Maher, M. W., P. Tiessen, R. Colson, and A. J. Broman (1992). “Com-
petition and audit fees”. The Accounting Review. 67(1): 199–211.

Mali, D. and H.-J. Lim (2018). “Conservative reporting and the incre-
mental effect of mandatory audit firm rotation policy: A comparative
analysis of audit partner rotation vs. audit firm rotation in South
Korea”. Australian Accounting Review. 28(3): 446–463.

Markelevich, A. and R. L. Rosner (2013). “Auditor fees and fraud firms”.
Contemporary Accounting Research. 30(4): 1590–1625.

Mayhew, B. W. and M. S. Wilkins (2003). “Audit firm industry spe-
cialization as a differentiation strategy: Evidence from fees charged
to firms going public”. Auditing: A Journal of Practice & Theory.
22(2): 33–52.

McMeeking, K. P., K. V. Peasnell, and P. F. Pope (2007). “The effect
of large audit firm mergers on audit pricing in the UK”. Accounting
and Business Research. 37(4): 301–319.

Menon, K. and D. D. Williams (2001). “Long-term trends in audit fees”.
Auditing: A Journal of Practice & Theory. 20(1): 115–136.

Minyard, D. H. and R. H. Tabor (1991). “The effect of Big Eight mergers
on auditor concentration”. Accounting Horizons. 5(4): 79–90.

Mirza, H., A. Perucca, and U. Schiller (2019). “Audit market concen-
tration and regulatory reforms”. Working Paper.

Moizer, P. and S. Turley (1987). “Surrogates for audit fees in concen-
tration studies”. Auditing: A Journal of Practice & Theory. 70(1):
118–123.

Myers, J. N., L. A. Myers, and T. C. Omer (2003). “Exploring the term
of the auditor-client relationship and the quality of earnings: A case
for mandatory auditor rotation?” The Accounting Review. 78(3):
779–799.

Full text available at: http://dx.doi.org/10.1561/1400000066



176 References

Newton, N. J., J. S. Persellin, D. Wang, and M. S. Wilkins (2016).
“Internal control opinion shopping and audit market competition”.
The Accounting Review. 91(2): 603–623.

Newton, N. J., D. Wang, and M. S. Wilkins (2013). “Does a lack of
choice lead to lower quality? Evidence from auditor competition
and client restatements”. Auditing: A Journal of Practice & Theory.
32(3): 31–67.

Numan, W. and M. Willekens (2012). “An empirical test of spatial com-
petition in the audit market”. Journal of Accounting and Economics.
53(1–2): 450–465.

Oxera Consulting Ltd. (2006). Competition and choice in the U.K. audit
market: Report prepared for the Department of Trade and Industry
and Financial Reporting Council. url: https://www.oxera.com/
wp-content/uploads/2018/03/Competition-and-choice-in-the-UK
-audit-market.pdf.

Oxera Consulting Ltd. (2007). “Ownership rules of audit firms and
their consequences for audit market concentration”. url: https://
www.oxera.com/wp-content/uploads/2018/03/Ownership-rules-o
f-audit-firms.pdf.

Palmer, R. E. (1989). “Accounting as a mature industry”. Journal of
Accountancy. 167(5): 84–88.

Pearson, T. I. M. and G. Trompeter (1994). “Competition in the market
for audit services: The effect of supplier concentration on audit fees”.
Contemporary Accounting Research. 11(1): 115–135.

Piot, C. (2007). “Auditor concentration in a joint-auditing environment:
The French market 1997–2003”. Managerial Auditing Journal. 22(2):
161–176.

Pong, C. (1999). “Auditor concentration: A replication and extension
for the UK audit market 1991–1995”. Journal of Business Finance &
Accounting. 26(3–4): 451–475.

Pong, C. (2004). “A descriptive analysis of audit price changes in the
UK 1991–95”. European Accounting Review. 13(1): 161–178.

Public Company Accounting Oversight Board (PCAOB) (2003). Annual
report: Restoring confidence. url: https://pcaobus.org/news-event
s/speeches/speech-detail/restoring-public-confidence_145.

Full text available at: http://dx.doi.org/10.1561/1400000066

https://www.oxera.com/wp-content/uploads/2018/03/Competition-and-choice-in-the-UK-audit-market.pdf
https://www.oxera.com/wp-content/uploads/2018/03/Competition-and-choice-in-the-UK-audit-market.pdf
https://www.oxera.com/wp-content/uploads/2018/03/Competition-and-choice-in-the-UK-audit-market.pdf
https://www.oxera.com/wp-content/uploads/2018/03/Ownership-rules-of-audit-firms.pdf
https://www.oxera.com/wp-content/uploads/2018/03/Ownership-rules-of-audit-firms.pdf
https://www.oxera.com/wp-content/uploads/2018/03/Ownership-rules-of-audit-firms.pdf
https://pcaobus.org/news-events/speeches/speech-detail/restoring-public-confidence_145
https://pcaobus.org/news-events/speeches/speech-detail/restoring-public-confidence_145


References 177

Public Company Accounting Oversight Board (PCAOB) (2011). “Con-
cept release on auditor independence and audit firm rotation”. Wash-
ington, DC. url: https://pcaobus.org/Rulemaking/Docket037/
Release_2011-006.pdf.

Quick, R. and M. Wolz (1999). “Concentration on the German audit
market—An empirical analysis of the concentration on the Ger-
man market for stock corporation audits”. International Journal of
Auditing. 3(3): 175–189.

Ratzinger-Sakel, N. V. S. (2013). “Auditor fees and auditor independence–
Evidence from going concern reporting decisions in Germany”. Au-
diting: A Journal of Practice & Theory. 32(4): 129–168.

Ratzinger-Sakel, N. V. S., S. Audousset-Coulier, J. Kettunen, and C.
Lesage (2012). “What do we know about joint audits?” ICAS Report.
url: https://www.icas.com/professional-resources/audit-and-assur
ance/what-do-we-know-about-joint-audit.

Ratzinger-Sakel, N. V. S., S. Audousset-Coulier, J. Kettunen, and C.
Lesage (2013). “Joint audit: Issues and challenges for researchers
and policy-makers”. Accounting in Europe. 10(2): 175–199.

Reynolds, J. K. and J. R. Francis (2001). “Does size matter? The
influence of large clients on office-level auditor reporting decisions”.
Journal of Accounting and Economics. 30(3): 375–400.

Rhode, J. G., G. M. Whitsell, and R. L. Kelsey (1974). “An analysis
of client-industry concentrations for large public accounting firms”.
The Accounting Review. 49(4): 772–787.

Ridyard, D. and J. De Bolle (1992). Competition in European Accounting.
Dublin: Lafferty Publications Ltd.

Roush, P. B., B. K. Church, J. G. Jenkins, S. A. McCracken, and J. D.
Stanley (2011). “Auditor rotation: The PCAOB considers a new
direction”. Current Issues in Auditing. 5(2): C15–C20.

Ruiz-Barbadillo, E., N. Gómez-Aguilar, and N. Carrera (2009). “Does
mandatory audit firm rotation enhance auditor independence? Evi-
dence from Spain”. Auditing: A Journal of Practice & Theory. 28(1):
113–135.

Salop, S. C. (1979). “Monopolistic competition with outside goods”.
The Bell Journal of Economics. 10(1): 141–156.

Full text available at: http://dx.doi.org/10.1561/1400000066

https://pcaobus.org/Rulemaking/Docket037/Release_2011-006.pdf
https://pcaobus.org/Rulemaking/Docket037/Release_2011-006.pdf
https://www.icas.com/professional-resources/audit-and-assurance/what-do-we-know-about-joint-audit
https://www.icas.com/professional-resources/audit-and-assurance/what-do-we-know-about-joint-audit


178 References

Sanders, G. and A. Allen (1995). “Municipal audit fees: Has increased
competition made a difference? Auditing”. A Journal of Practice &
Theory. 14(1): 105–114.

Schatzberg, J. W. (1994). “A new examination of auditor ‘Low Ball’
pricing: Theoretical model and experimental evidence”. Auditing: A
Journal of Practice & Theory. 13(Supplement): 33–55.

Schatzberg, J. W. and G. R. Sevcik (1994). “A multiperiod model and
experimental evidence of independence and “lowballing””. Contem-
porary Accounting Research. 11(1): 137–174.

Schiff, A. and H. D. Fried (1976). “Large companies and the Big 8: An
overview”. Abacus. 12(2): 116–124.

Schmalensee, R. (1978). “Entry deterrence in the ready-to-eat breakfast
cereal industry”. The Bell Journal of Economics. 9(2): 305–327.

Securities and Exchange Commission (SEC) (2000). “Revision of the
Commission’s auditor independence requirements”. Financial Re-
porting Release No. 56.

Securities and Exchange Commission (SEC) (2003). “Strengthening
the Commission’s requirements regarding auditor independence”.
Financial Reporting Release No. 68.

Shaked, A. and J. Sutton (1983). “Natural oligopolies”. Econometrica.
51(5): 1469–1483.

Sharma, D. S. (2014). “Non-audit services and auditor independence”.
In: The Routledge Companion to Auditing. Ed. by D. Hay, W. R.
Knechel, and M. Willekens. New York, NY: Routledge. 67–88.

Simons, D. and N. Zein (2016). “Audit market segmentation—The
impact of mid-tier firms on competition”. European Accounting
Review. 25(1): 131–154.

Simunic, D. A. (1980). “The pricing of audit services: Theory and
evidence”. Journal of Accounting Research. 18(1): 161–190.

Simunic, D. A. (1984). “Auditing, consulting, and auditor independence”.
Journal of Accounting Research. 22(2): 679–702.

Sirois, L.-P. and D. A. Simunic (2014). “Auditor size and audit quality
revisited: The importance of audit technology”. SSRN Working
Paper. url: http://papers.ssrn.com/sol3/papers.cfm?abstract_id=
1694613.

Full text available at: http://dx.doi.org/10.1561/1400000066

http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1694613
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1694613


References 179

Smith, P. (2008). “FTSE 100 and Big Four alumni survey 2018: Who
are the real power brokers?” url: https://library.croneri.co.uk/
acmag_197478.

Stanley, J. D. and F. T. DeZoort (2007). “Audit firm tenure and financial
restatements: An analysis of industry specialization and fee effects”.
Journal of Accounting and Public Policy. 26(2): 131–159.

Stein, S. E. (2019). “Auditor industry specialization and accounting
estimates: Evidence from asset impairments”. Auditing: A Journal
of Practice & Theory. 38(2): 207–234.

Sullivan, M. W. (2002). “The effect of the Big Eight accounting firm
mergers on the market for audit services”. The Journal of Law &
Economics. 45(2): 375–399.

Sutton, J. (1991). Sunk Costs and Market Structure: Price Competition,
Advertising, and the Evolution of Concentration. Cambridge, MA:
MIT Press.

The Dutch Authority for the Financial Markets (AFM) (2018). “Vul-
nerabilities in the structure of the audit sector”. url: https://www.
afm.nl/~/profmedia/files/doelgroepen/accountantsorganisaties/
2018/engels-rapport-kwaliteit-structuur.pdf?la=en.

Thinggaard, F. and L. Kiertzner (2008). “Determinants of audit fees:
Evidence from a small capital market with a joint audit requirement”.
International Journal of Auditing. 12(2): 141–158.

Tonge, S. G. and C. W. Wootton (1991). “Auditor concentration and
competition among the large public accounting firms: Post-merger
status and future implications”. Journal of Accounting and Public
Policy. 10: 157–172.

UK Competition and Markets Authority (2013). “The statutory audit
services for large companies market investigation (mandatory use of
competitive tender processes and audit committee responsibilities)
Order 2014”. url: https://assets.publishing.service.gov.uk/media/
54252eae40f0b61342000bb4/The_Order.pdf.

UK Competition and Markets Authority (2019). Statutory audit services
market study. url: https://www.gov.uk/cma-cases/statutory-audi
t-market-study.

Full text available at: http://dx.doi.org/10.1561/1400000066

https://library.croneri.co.uk/acmag_197478
https://library.croneri.co.uk/acmag_197478
https://www.afm.nl/~/profmedia/files/doelgroepen/accountantsorganisaties/2018/engels-rapport-kwaliteit-structuur.pdf?la=en
https://www.afm.nl/~/profmedia/files/doelgroepen/accountantsorganisaties/2018/engels-rapport-kwaliteit-structuur.pdf?la=en
https://www.afm.nl/~/profmedia/files/doelgroepen/accountantsorganisaties/2018/engels-rapport-kwaliteit-structuur.pdf?la=en
https://assets.publishing.service.gov.uk/media/54252eae40f0b61342000bb4/The_Order.pdf
https://assets.publishing.service.gov.uk/media/54252eae40f0b61342000bb4/The_Order.pdf
https://www.gov.uk/cma-cases/statutory-audit-market-study
https://www.gov.uk/cma-cases/statutory-audit-market-study


180 References

UK Competition Commission (2013). Statutory audit services for large
companies market investigation – A report on the provision of
statutory audit services to large companies in the UK. url: https://
assets.publishing.service.gov.uk/media/5329db35ed915d0e5d00001
f/131016_final_report.pdf.

UK Government, Department for Business, Energy & Industrial Strategy
(2021). “White Paper: Restoring trust in audit and corporate gov-
ernance”. Cosultation on the governmet’s proposals. url: https://
www.gov.uk/government/publications/restoring-trust-in-audit-an
d-corporate-governance.

UK House of Commons (2018). “Carillion. Second joint report from the
Business, Energy and Industrial Strategy and Work and Pensions
Committees of Session 2017–19; Tenth Report of the Business”.
In: Energy and Industrial Strategy Committee of Session 2017–19;
Twelfth Report of the Work and Pensions Committee of Session
2017–19. url: https://publications.parliament.uk/pa/cm201719/
cmselect/cmworpen/769/769.pdf.

UK House of Lords (2010). “Call for evidence: Auditors: Market Concen-
tration and Their Role”. In: Select Committee on Economic Affairs.
url: https://publications.parliament.uk/pa/ld201011/ldselect/
ldeconaf/119/119.pdf.

UK House of Lords Select Committee on Economic Affairs (2011).
Auditors: Market Concentration and Their Role. Volume I: Report,
2nd Report of Session 2010–11. url: http://www.publications .
parliament.uk/pa/ld201011/ldselect/ldeconaf/119/119.pdf.

UK Office of Fair Trading (2011). “OFT refers audit market to com-
petition commission”. Press Release. url: https ://webarchive .
nationalarchives.gov.uk/ukgwa/20170201112628/https://assets.
publishing . service . gov .uk /media /5329db3c40f0b60a7300002b/
56-11_audit_ref_news_release.pdf.

United States Department of the Treasury (2006). “Remarks by Treasury
Secretary Henry M. Paulson on the competitiveness of U.S. capital
markets”. url: http://www.treasury.gov/press-center/press-release
s/Pages/hp174.aspx.

Full text available at: http://dx.doi.org/10.1561/1400000066

https://assets.publishing.service.gov.uk/media/5329db35ed915d0e5d00001f/131016_final_report.pdf
https://assets.publishing.service.gov.uk/media/5329db35ed915d0e5d00001f/131016_final_report.pdf
https://assets.publishing.service.gov.uk/media/5329db35ed915d0e5d00001f/131016_final_report.pdf
https://www.gov.uk/government/publications/restoring-trust-in-audit-and-corporate-governance
https://www.gov.uk/government/publications/restoring-trust-in-audit-and-corporate-governance
https://www.gov.uk/government/publications/restoring-trust-in-audit-and-corporate-governance
https://publications.parliament.uk/pa/cm201719/cmselect/cmworpen/769/769.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmworpen/769/769.pdf
https://publications.parliament.uk/pa/ld201011/ldselect/ldeconaf/119/119.pdf
https://publications.parliament.uk/pa/ld201011/ldselect/ldeconaf/119/119.pdf
http://www.publications.parliament.uk/pa/ld201011/ldselect/ldeconaf/119/119.pdf
http://www.publications.parliament.uk/pa/ld201011/ldselect/ldeconaf/119/119.pdf
https://webarchive.nationalarchives.gov.uk/ukgwa/20170201112628/https://assets.publishing.service.gov.uk/media/5329db3c40f0b60a7300002b/56-11_audit_ref_news_release.pdf
https://webarchive.nationalarchives.gov.uk/ukgwa/20170201112628/https://assets.publishing.service.gov.uk/media/5329db3c40f0b60a7300002b/56-11_audit_ref_news_release.pdf
https://webarchive.nationalarchives.gov.uk/ukgwa/20170201112628/https://assets.publishing.service.gov.uk/media/5329db3c40f0b60a7300002b/56-11_audit_ref_news_release.pdf
https://webarchive.nationalarchives.gov.uk/ukgwa/20170201112628/https://assets.publishing.service.gov.uk/media/5329db3c40f0b60a7300002b/56-11_audit_ref_news_release.pdf
http://www.treasury.gov/press-center/press-releases/Pages/hp174.aspx
http://www.treasury.gov/press-center/press-releases/Pages/hp174.aspx


References 181

United States Department of the Treasury (2008). “Final report of
the Advisory Committee on the Auditing Profession to the U.S.
Department of the Treasury”. url: https://www.treasury.gov/
about/organizational-structure/offices/documents/final-report.
pdf.

United States General Accounting Office (GAO) (2003). “Public ac-
counting firms: Required study on the potential effects of mandatory
audit firm rotation”. In: Report to the Senate Committee on Banking,
Housing, and Urban Affairs and the House Committee on Financial
Services. url: http://www.gao.gov/new.items/d04216.pdf.

United States Government Accountability Office (2003). “Public ac-
counting firms: Mandated study on consolidation and competition”.
In: Report to the Senate Committee on Banking, Housing, and Urban
Affairs and the House Committee on Financial Services. Washington,
DC. url: https://www.gao.gov/assets/gao-03-864.pdf.

United States Government Accountability Office (2008). “Audits of
public companies: Continued concentration in audit market for
large public companies does not call for immediate action”. url:
http://www.gao.gov/new.items/d08163.pdf.

United States House of Representatives (2002). The Sarbanes–Oxley
Act of 2002. Public Law 107-204 [H.R. 3763]. Washington, DC:
Government Printing Office. 1–66.

United States House of Representatives (2013). “Audit Integrity and
Job Protection Act to amend the Sarbanes–Oxley Act of 2002 to
prohibit the Public Company Accounting Oversight Board from
requiring public companies to use specific auditors or require the use
of different auditors on a rotating basis”. url: https://www.gpo.gov/
fdsys/pkg/BILLS-113hr1564rh/html/BILLS-113hr1564rh.htm.

United States Senate (1976). The accounting establishment: Prepared
by the subcommittee on reports, accounting and management of the
Committee on Government Operations. url: https://ufdc.ufl.edu/
AA00022191/00001/1j.

Van Raak, J., E. Peek, R. Meuwissen, and C. Schelleman (2020). “The
effect of audit market structure on audit quality and audit pric-
ing in the private-client market”. Journal of Business Finance &
Accounting. 47(3–4): 456–488.

Full text available at: http://dx.doi.org/10.1561/1400000066

https://www.treasury.gov/about/organizational-structure/offices/documents/final-report.pdf
https://www.treasury.gov/about/organizational-structure/offices/documents/final-report.pdf
https://www.treasury.gov/about/organizational-structure/offices/documents/final-report.pdf
http://www.gao.gov/new.items/d04216.pdf
https://www.gao.gov/assets/gao-03-864.pdf
http://www.gao.gov/new.items/d08163.pdf
https://www.gpo.gov/fdsys/pkg/BILLS-113hr1564rh/html/BILLS-113hr1564rh.htm
https://www.gpo.gov/fdsys/pkg/BILLS-113hr1564rh/html/BILLS-113hr1564rh.htm
https://ufdc.ufl.edu/AA00022191/00001/1j
https://ufdc.ufl.edu/AA00022191/00001/1j


182 References

Viswanathan, S. (2005). “Competing across technology-differentiated
channels: The impact of network externalities and switching costs”.
Management Science. 51(3): 483–496.

Wallman, S. M. H. (1996). “The future of accounting, part III: Reliability
and auditor independence”. Accounting Horizons. 10(4): 76–97.

Weston, J. F. (1980). “Regulation and the accounting profession: An
evaluation of the issues”. In: Regulation and the Accounting Profes-
sion. Ed. by J. W. Buckley and J. F. Weston. Belmont, CA: Lifetime
Learning Publication. 199–224.

Willekens, M. and C. Achmadi (2003). “Pricing and supplier concen-
tration in the private client segment of the audit market: Market
power or competition?” The International Journal of Accounting.
38(4): 431–455.

Willekens, M., S. Dekeyser, L. Bruynseels, and W. Numan (2020).
“Auditor market power and audit quality revisited: Effects of market
concentration, market share distance, and leadership”. Journal of
Accounting, Auditing & Finance: 1–21.

Willekens, M., S. Dekeyer, and I. Simac (2019). “EU Statutory Audit
Reform: Impact on costs, concentration and competition”. url:
https://www.europarl.europa.eu/RegData/etudes/STUD/2019/
631057/IPOL_STU(2019)631057_EN.pdf.

Wootton, C. W., S. G. Tonge, and C. M. Wolk (1994). “Pre and post
Big 8 mergers: Comparison of auditor concentration”. Accounting
Horizons. 8(3): 58–74.

Wu, M. G. H. (2006). “An economic analysis of audit and nonaudit ser-
vices: The trade-off between competition crossovers and knowledge
spillovers”. Contemporary Accounting Research. 23(2): 527–554.

Zeff, S. A. and R. L. Fossum (1967). “An analysis of large audit clients”.
The Accounting Review. 42(2): 298–320.

Zerni, M. (2012). “Audit partner specialization and audit fees: Some
evidence from Sweden”. Contemporary Accounting Research. 29(1):
312–340.

Zerni, M., E. Haapamäki, T. Järvinen, and L. Niemi (2012). “Do joint
audits improve audit quality? Evidence from voluntary joint audits”.
European Accounting Review. 21(4): 731–765.

Full text available at: http://dx.doi.org/10.1561/1400000066

https://www.europarl.europa.eu/RegData/etudes/STUD/2019/631057/IPOL_STU(2019)631057_EN.pdf
https://www.europarl.europa.eu/RegData/etudes/STUD/2019/631057/IPOL_STU(2019)631057_EN.pdf


References 183

Zhang, P. (1999). “A bargaining model of auditor reporting”. Contem-
porary Accounting Research. 16(1): 167–184.

Full text available at: http://dx.doi.org/10.1561/1400000066




