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Relationship between audit quality, corporate governance, and earnings
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In this study, | empirically investigate the relationship between audit
quality, corporate governance, and earnings management. The main findings are as follows: (1) higher
foreign institutional ownership leads to lower accrual-based and real earnings management and (2)

foreign institutional investors play a vital role in influencing a firm' s auditor choice. This
result indicates that foreign institutional investors have stronger incentives to demand
high-quality audits to facilitate their monitoring post their investment in overseas firms. | also
provide evidence that higher business risk does not have a significant influence on an auditor’ s
pricing behavior.
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