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In the 1990s, China's CPA system went through a process of restoration and
reconstruction. With the east wind of reform blowing, China's CPA industry was
revitalised, and the scale of local accounting firms made great progress. However, at
the early stage of recovery and development, China's CPA profession was constrained
by the market environment and theoretical research, and its foundation was relatively
weak, resulting in the development of the domestic accounting profession, which was
relatively lacking in both theoretical foundation and practical experience. As China's
economy grows and the number of enterprises increases, so does the demand for
auditing services. In order to promote the development of local accounting firms, the
China Institute of Certified Public Accountants (CICPA) has put forward the
development strategy of "bigger and stronger", encouraging firms to merge to expand
their scale, enhance their strength and improve their quality in order to better meet the
market demand. In order to further implement the "bigger and stronger" strategy, the
government has issued a series of preferential policies and measures covering various
aspects such as taxation, industry access, financial support, etc., which provide firms
with the convenience and support for merger. Under the guidance of the policy, a
wave of CPA firm mergers has taken place in China, and local firms have rapidly
emerged in the audit market. According to the latest research findings, accounting
firms have gradually developed their own unique styles in the course of long-term
auditing practice. Therefore, it is worthwhile to conduct an in-depth study on how the
merger of firms affects the auditing style and the change pattern of the auditing style
during the merger process.

In view of this, this paper chooses the case of the merger of Jingdu Tianhua
Accountant Firm and Tianjian Zhengxin Accountant Firm in 2012 as the research
object. Adopting the method of case study, the data are obtained from the relevant
information and data from the database of Cathay Pacific, the website of China
Institute of Certified Public Accountants and the official website of listed companies.

Referring to the existing research literature on auditing style, firm-level and listed
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company-level influencing factors are selected to study the impact of accounting firm
merger on auditing style. These factors include the ranking of firms, which represents
the reputation of firms; the total revenue, the number of CPAs, and the average
revenue of firms, which represents the scale of firms; the structure of clients and the
audit fee, which represents the pressure on firms; and the change of business
acceptance and the number of clients, which represents the quality control. The study
found that, in terms of quality control, Grant Thornton chose to eliminate "poor
quality" business before the merger to prevent this part of the audit business from
influencing the formation of the new firm's auditing style; in the face of the situation
that many branches switched to other firms at the time of the merger, Jingdu Tianhua
Accountant Firm, by virtue of its own strong restructuring ability, actively integrated
Tianjian Zhengxin Accountant Firm's business and personnel, making the original
auditing style of the firm more effective. The strong reorganisation ability of Jingdu
Tianhua Accountant Firm enabled it to actively integrate Tianjian Zhengxin
Accountant Firm's business and personnel, so that Tianjian Zhengxin Accountant Firm,
which had a chaotic audit style, was able to actively converge with Jingdu Tianhua
Accountant Firm after the merger. The firm, in the face of the pressure it was
subjected to, responded positively by investing more human, financial and technical
resources to complete the complex audit assignments of these large clients, integrating
resources in all aspects, improving the level of business and professional competence,
so as to better cope with the complex auditing work and the needs of the clients, and
to further promote the formation of the auditing style. The influence of firm size, on
the one hand, is the choice of the merger subject to the more powerful Jingdu Tianhua
Accountant Firm, Tianjian Zhengxin Accountant Firm merger of the branch business
and personnel into the Grant Thornton, so that will be more capable and more
consistent audit style of the party to integrate the audit style of the party that is more
chaotic, the result is bound to be positive, the newly formed audit style of the firm
will be formed very quickly; on the other hand, is the size of the big On the other
hand, the larger firms have higher income and more CPAs, which means they are
more professional, and the more professional the firm is, the easier it is to get more

v



Abstract

clients, and thus the higher the income, and the higher the income of the firm is, the
more it will have the strength to cultivate more and better professionals, and thus
enter into a benign cycle. The reputation and influence of a firm are directly
proportional to the strength of its auditing style; the higher the ranking of a firm, the
stronger its auditing style is; after the merger, the overall ranking of Grant Thornton
has been rising, which means that its auditing style has been increasing.

It can be concluded from the case of Grant Thornton's merger that Grant
Thornton, with the right motivation for the merger, actively integrated after the merger,
had a consistent auditing style, and the merger was effective. After the merger, the
size of the firm increased, the pressure was reduced, and the quality control was
improved, thus gaining more market share and business opportunities. It also means
that Grant Thornton has a stronger professional team and the opportunity to enter
more professional fields, which helps to improve the audit quality and service level.
More importantly, during the positive and effective integration process after the
merger, the firm increased the standardisation of its audit services and ensured that the
audit team adopted similar audit standards and procedures, thus improving the

consistency of the audit work and contributing to the enhancement of the audit style.

Key Words: Merger of accounting firms; Audit style; Reputation of accounting firm;

Audit fees of accounting firms
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