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Abstract

The UK House of Lords (2011) has mooted the idea of breaking-up the extant Big N firms as a possible remedy for auditor concentration.  Such a break-up would essentially undo prior Big N mergers, including the most recent merger (in 1998) between Price Waterhouse (PW) and Coopers & Lybrand (CL) to form PricewaterhouseCoopers (PwC).  We investigate the effect of the PW/CL merger on the audit quality of PwC at both the firm-level and the local engagement office-level, where audit quality is surrogated by the auditor’s propensity to issue a going concern opinion.  Our findings indicate that audit quality for the merged firm (PwC) was higher than for the component Big N firms (PW and CL) prior to the merger.  However, we also find that the post-merger increase in audit quality was only at the firm’s overlapping local offices, i.e., PwC offices in cities where both PW and CL had separate offices prior to the merger.  Following the merger, these overlapping offices immediately increased in size as a result of merging the pre-existing (but separate) PW and CL local offices.  Overall, our study is important in providing evidence that the merger between PW and CL increased audit quality and in indicating a causal link between office size and audit quality.
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A Short Biography of Professor Jung-Hag Choi
Prof. Choi got his Ph.D. in Accounting, from University of Illinois at Urbana-Champaign in 2000.  He was previously a visiting Associate Professor at City University of Hong Kong and was teaching at Hong Kong University of Science and Technology between 2000 - 2006.  Prof. Choi's research interests include Auditing, Voluntary disclosure and International Accounting and his teaching areas are Financial Accounting (both undergraduate and MBA levels) and Ph.D. Seminar in Auditing Research. 
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