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Prologue

In this book you will find a wide range of topics related to the science of administration
which is the result of the work of different researchers, which allows the reader to delve
into different administrative aspects related to the management of companies and any
organization.

Research that seeks to explain the importance of customer service comes first, not only
large corporations but also small businesses, where the attention and care to be provided to
customers is critical factor for life thereof, the micro and small enterprises in Mexico
represent over 95% of business organizations, reflecting the importance of the topic. The
approach 1s realized precisely in a small company which is dedicated to providing
automotive painting service.

Then the issue of productivity is touched, an essential element for the survival of
organizations seek to produce more with fewer resources, there will always be an asset of
any organization in the competition for the market, the causes are varied, and this chapter
analyzes the impact on labor productivity uncertainty that occurs when the employee does
not know if your job is permanent or at any time can lose, which results in a high turnover
which creates a high cost to be replaced these workers.

One of the key elements for the success of any organization is the leadership characteristics
that the leader must develop are becoming more and more complex, one of them is
emotional intelligence, that speaks Chapter 3, a study on the leadership and emotional
intelligence conducted at the Psychiatric Hospital "Civil Libertad" in Juarez, where it is
concluded that training on emotional intelligence will be key to the success of teamwork
that takes place in this organization.

Chapter 4 is shown the importance of good quality, which now is no longer a unique
feature of organizations, but a basic element for the survival and competitiveness of the
same, the study was carried out in a restaurant and to highlight the relevance of the study
states that the restaurant industry represents 1.4% of GDP, the research concludes that 95%
of the customers are satisfied with the speed and quality with which they serve their food,
which reinforces that quality is essential in today's organizations of any size are.

According to the content of the fifth chapter of the book, 90% of students in the Bachelor of
Business Administration colleges in Juarez feel empowered to be entrepreneurs, reflecting
that universities are fulfilling the purpose of train professionals able to join a company or
start their own business, also highlighted the importance of the entrepreneur in the
dynamics of the economy of a country and are essential factors for growth and
improvement of the same.

If the reader wants to know the importance of quality in the service of the Autonomous
University of Ciudad Juarez, chapter six gives you the opportunity to know how far the
perception of students about the quality of education at this institution, since all service
entities focused on the customer, must clearly identify the needs of their consumers and
develop an action plan as part of its goals and objectives. In particular, this study identifies
five factors as part of the SERVQUAL scale to measure customer service quality:




.

tangibility, faithfulness, service responsiveness, assurance and empathy. So, this instrument
is used to measure student satisfaction and identifying arcas for improvement in the school.
The results show that 61% of the student population surveyed said the services could be
greatly improved because it is evident that even though the university provides various
student services, students are not fully satisfied, therefore, the university must work in an
improvement plan to better serve students.

Under this theme, chapter nine shows the motivational factors that have more to do with
enforcement of professional ethics in an educational institution, analyzing the most
important motivational factors for students at the Autonomous University of Ciudad Juarez
showing the importance of ethics professional as the branch of knowledge that is closely
related to the study of moral actions of individuals and groups, as well as the rules and
procedures governing the behavior in a given entity.

Furthermore, chapter seven discusses how the service provided by business incubators
service Juarez impact on economic development in the region to show the main advantage
of its geographical location placing it as the second largest trading region border crossing
with U.S. followed by low labor costs, which together are the main factors that promote
competitiveness and entrepreneurial spirit in the region, opening up more investment
channels for domestic and foreign capital. Therefore, this chapter deals with the approach
of a linear equation indicators of successful business incubators in the region, analyzing
control four variables: economic, social, finance and culture; evaluating these variables
with the level of success four business incubators that have been incubated SME's in the
area, identifying its strengths and weaknesses.

So, the eighth chapter presents an improvement plan for organizational development of
family SMEs using strategic planning, showing how business values generate a competitive
positioning in family firms, because family secks harmony, the company seeks
competitiveness and controlling the underlying property profitability. However, the main
challenges facing businesses and families in Mexico are conciliation of interests among
family businesses, integrating the talents of family members, the professionalization of the
family business and succession process. Given this, the main reasons why family
businesses in Mexico are stagnate and fail for lack of a business plan, misuse of funds and
lack of ability to access new markets. Given this, this chapter shows the theories and
models oriented strategic plans that family businesses achieve optimal organizational
development.

“Finally, the last chapter presents the changes in patterns of production in the automotive

industry showing how this industry moves its forms and sites of production to Asian
countries representing more than 50% of world production, just as China, Japan, South
Korea and India in 2012 produced 45% of vehicles worldwide, reflecting the importance of
the region in the automotive sector. However, most car manufacturers have been
established in China, because the Chinese government understands that the car industry is
crucial to boost growth and economic development of the region you want to control all
key areas related to industry this industry, such as the control of cash flows, permits,
mergers, and manufacturing models. So, brands that are leading the growth of the Chinese
market are General Motors and Volkswagen to comply with the rules of the consortium
established by the Chinese government to build cars, which favor the sovereignty and local
protectionism and the know-how and competitiveness globally.
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Also, chapter ten shows how the car manufacturers are moving their production to arcas
other than where they regularly produce their cars for various reasons, among which are the
lower costs of labor, geographical location and evolution of emerging countries in the next
20 years 1s projected as an important market segment for the leading manufacturers of
automotive assembly, standing out as favorites China, India, Russia and South Africa;
because the major American’s, European’s and Asian’s companies arc moving their
platforms for some of these countries according to their own vision of leadership, aimed at
achieving an advanced organizational planning and addressing strategic interests.

Esther Carmona

Ricardo Melgoza
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CHAPTER

COMPETITIVE FACTORS
MARKET AUDIT
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SUMMARY

International literature suggests that to understand the nature of competition in a
particular market is required to analyze the conditions of the cost structure and market
demand, placing at the center of analytical interest in the strategies followed by
companies in relation to its leadership in the market. The aim of this paper is to analyze
from a theoretical point of view the factors that may explain why large international
firms, known as the Big 4 seem to have a competitive advantage relative to the rest of
the other audit firms active in this market. The results indicate that specialization by
sector and size of the audited companies, as well as the implementation of economies of
scale and the use of structured audit methodologies are strategic factors that explain the
competitive advantage of the Big 4 audit service offering more competitive than the rest
of its competitors in order to gain greater market share prices. Also, the results indicate
that reputation, brand name and size of the Big 4 are also strategic factors that induce a
vast majority of large companies who prefer to choosing, these large international firms.

Keywords: Factors, Competitiveness, Market Audit, Big 4.
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1. PRESENTATION OF CHAPTER

Over the past four decades the literature published in the international arena has been
collecting various empirical studies on audit markets in different countries, through
which has been demonstrating the existence of a high concentration for a few audit
firms, namely the Great International firms, known in the business world as the "Big 4"
(Zeff and Fossum, 1967; Rhode et al, 1974; Dopuch and Simunic, 1980; Danos and
Eichenseher, 1986; Moizer and Turley, 1989; Tonge and Wooton, 1991, Christiansen
and Loft, 1992, Beattie and Fearnley, 1994; Maijoor et al, 1995; Johnson et al, 1995;
Iyer and Iyer, 1996, Walker and Johnson, 1996; Marten, 1997; Shaen and Maijoor,
1997; Peel, 1997; Benau Garcia et al., 1998; Quick and Wolz, 1999, Pong, 1999, Wolk
et al, 2001; Thavapalan et al, 2002; Beattie et al, 2003, Carrera et al., 2005; Baskerville
and Hay, 2006; McMeeking, 2007; Hamilton et al., 2008). This high concentration in
the hands of so few audit firms has generated a high concern of international regulators,
especially the possible implications that the high concentration might have on the level
of audit market competition at the international level (Metcalf Report, 1976; Sarbanes-
Oxley Act of 2002; American Assembly Report, 2005; Oxera Report, 2006; GAO 2003,
2008; FRC, 2006; European Comission, 2010; Competition Commission, 2013).

Accounting research has been sensitive to this situation and has studied the reasons why
this structure occurs concentrated in the audit market, ie, analyzed the factors that may
explain why large international firms appear to have an advantage competitive relative
to the rest of the other audit firms active in that market (Turpen, 1990; Craswell et al,
1995; Manalis and Citron, 2001; Landsman et al, 2008). In this vein, the international
literature suggests that to understand the nature of competition in a particular market is
required to analyze the conditions of the cost structure and market demand, placing at
the center of analytical interest in the strategies followed by the companies in relation to
their leadership in the market (Bueno and Morcillo, 1993).

From the point of view of supply of audit services, the factors that have attracted
interest among researchers to study accounting have been on the one hand,
specialization by sector of activity audited companies and specialization by size of the
audited companies, as arises by scholars audit market the possibility that there is an
"accounting technology" for specific sectors, because in some cases the application and
selection of accounting policies have character unique to a particular sector (Danos and
Eisehseher, 1982; Campbell and McNiel, 1985; Palmrose, 1986; Craswell et al, 1995).

In the same vein, the factors that accountants are often interested researchers also
analyzed from the point of view of the supply of audit services are the existence of
economies of scale and the use of structured methodologies, since accounting research
of market audit have been considered important to analyze the way in which can be an
empirically testable relationship between economies of scale resulting from the business
size of audit firms and market leadership, acquiring particular importance in regard to
the audit market, the exploit the advantages for having a more favorable position in the
average cost curve and the use of technologies that enable the production of audit
services at more competitive prices. Thus, it appears that the literature distinguishes two
factors or explanatory variables derived from economies of scale that can explain the
high concentration of the audit market and the level of competition, such as the size of
audit firms and the possible use of structured methodologies (Danos and Eichenseher,
1982; Ashton, 1983; Loebbecke and Cushing, 1986; Bamber and Snowball, 1988).



The accounting investigation in addition to studying the causes that determine the high
level of market concentration audit from the point of view of supply, is also interested in
analyzing the same reasons but analyzed from the point of view of demand , that is,
from the perspective of the audited firms (DeAngelo, 1981; Dopuch and Simunic, 1982;
DeFond, 1992). In this sense, the literature emphasizes that the analysis of the choice of
auditor from the point of view of the audited companies is clearly related to the
competitive market structure. The starting point of the studies that develop these
aspects, considers that the concentrated structure of the market for audit services does
not arise by an arbitrary decision process, but there are strong economic reasons for the
behavior of companies and market structure that such behavior results. That is, the
decision to choose an auditor and can exchange it for the companies, are the result of a
rational process, the explanatory factors have been subjected to considerable research in
the international literature over the past decades (Francis and Wilson, 1988; Beatty and
Fearnley, 1995; Garcia Benau et al, 2000; Ireland and Lennox, 2002; Ruiz and Gémez,
2003; Monterrey and Sanchez, 2008).

Studies on the determination of the behavior of firms audited in regards to the choice of
auditor, primarily arise from current scientific devoted to study the structure of audit
markets whites, specifically to analyze the reasons why the ones in these markets a high
level of concentration exists in the power of Big 4. In this regard, the literature
highlights that following the approaches and results obtained by empirical studies on the
choice of auditor in the audit markets especially the Anglo-Saxon countries have been
describing different theories or approaches to processes choice of auditor, which have
served the researchers in accounting as obligatory reference framework for the
realization of their empirical studies on the choice of auditor (Simunic, 1980; Palmrose,
1986; Francis and Wilson, 1988; Turpen, 1990; DeFond, 1992; Beattie and Fearnley,
1995; Abbott and Parker, 2000; Garcia Benau et al, 1998, 2000).

The theoretical framework for the study on the choice of auditor, is classified into two
study groups: On the one hand are studies that consider the provision of audit by itself is
not likely to be able to differentiate mainly due to the regulation of its rules and
procedures, making it the fare audit the condition for the choice of auditor factor, and on
the other hand, we find empirical studies that consider that there are qualitative aspects
in the provision of audit allow differentiation between the various bidders, where the
market for audit enables auditing service differentiation according to their quality.
Under this premise the applicants perceive audit service offered different qualities, why
be elected those auditors who offer the required level of quality. Given a scenario in
which supposedly quality audits are required, demonstrate that the choice of auditor is
explained by the attribute of quality product when in this scenario are elected auditors
who are considered to offer quality audits. However, in these studies as a major problem
is to define auditors that offer audit quality services. Therefore match the assumption
that the large audit firms often have more professional training and also given their
larger client base, can withstand the pressure from their customers and maintain an
independent attitude of their interests has. However, given that the quality of the
auditor's work is not externally observable, accounting researchers have resorted to the
use of surrogates in this way, the size of the auditor and the brand name of these,
derived from the reputation which have these large firms constitute surrogate through
which it intends to infer the differential quality offering these auditors (Simunic and
Stein, 1987; Craswell et al, 1995; DeFond et al, 2002; Ireland and Lennox, 2002; Who
audits America, 2003).



One reason that according to the literature justifies the choice of a Big 4 firm, is because
their reputation favors the credibility of accounting information, it reinforces the
confidence of investors in the integrity of financial statements of companies, such as
evidenced by Theo and Wong (1993) documenting higher coefficients in response to the
result audited by the Big 4 firms. A second reason to hire a reputed auditor should
contribute to mitigate agency conflicts and reduce contract costs, and so on companies
with significant debt also monitors the debt (Arrufiada, 2000; Lai and Yim, 2002; Onder
et al, 2004; Pittman and Fortin, 2005; Clatworthy and Peel, 2007; Kealey et al, 2007,
Landsman, et al, 2008).

The purpose of this chapter, based on the above anteriorente, presents the results of five
studies from the theoretical point of view that will be used to argue the extent to which
some of the above highlighted factors can explain the concentrated structure of the audit
market in Mexico, from the point of view of supply of audit firms and from the point of
view of the audited companies, making these factors in determining the competitive
advantage of large international companies, currently known as the Big 4.

2. THE EXPERTISE OF AUDIT FIRMSBY SECTOR COMPANIESAUDITED
As regards the specialized demands of audit firms according to the sector of activity of
the audited companies, accounting research shows that audit firms, in order to meet this
demand, made certain strategic behaviors. Such strategies are presented as investment
expertise, like the acquisition of skills and experience above the average necessary
expertise in the audit market, such as recruitment and training of staff, opening offices,
software development and tools sophisticated decision, which enables them to such
audit firms enjoy both economies of scale and economies of scope to offer their services
in specific market segments, like specialized services at a lower cost than could offer
other firms competing audit.

In this sense , research has concluded that the audit market can be segmented , allowing
specialization based on the nature of the audited company , one of the fundamental
aspects regarding the sector to which it belongs the audited company (Shockley and
Holt, 1983; Simunic, 1984; Turpen, 1990; Craswell et al., 1995; Gramling and Stone,
2001). Because the specialized demands of audit firms according to the size of the
audited company, accounting researchers believe that the demand for it is derived from
the sheer size of the audited company, as features like; planning the audit, compliance
testing of internal control, and audit program are dependent on the size of the audited
company. However, in practice it is difficult to follow a particular company one of these
strategies identified in pure sense, either in terms of cost leadership or expertise, there is
rather a combination of both strategic behavior.

The literature highlights that effective audit requires expert knowledge of the
environmental problems of the company, forcing the auditor to be trained in areas such
as; knowledge of the sector of economic activity of the company and its financial,
commercial and economic problems. This could explain that the audit firms as a
strategic option to segment the market and specialize in specific productive sectors.
However, it is worth emphasizing that excessive specialization presents a clear
opportunity cost in terms, because the waiver into specific sectors , exploited by
competitors , as well as the difficulty in using that experience in other sectors. Therefore



the possibility of exploiting economies of scale derived from the experience curve may
not be entirely optimal, and therefore there must be a decision of a strategic nature about
whether or not convenient to specialize in certain sectors of economic activity.

In this sense, literature have shown that the specialized demands of audit firms
according to the sector of activity of the audited companies , demand is explained by the
same companies require , so that audit firms in order to meet this demand, they made
certain strategic behaviors. Such strategies are presented as investment expertise, like
the acquisition of skills and experience above the average necessary expertise in the
audit market , such as recruitment and training of staff, opening offices , software
development and tools sophisticated decision, which enables them to such audit firms
enjoy both economies of scale and economies of scope to offer their services in specific
market segments , like specialized services at a lower cost than could offer other firms
competing audit. In this sense , research has concluded that the audit market can be
segmented, allowing specialization based on the nature of the audited company , one of
the fundamental aspects regarding the sector to which it belongs the audited company
(Shockley and Holt, 1983; Simunic, 1984; Turpen , 1990; Craswell et al, 1995;
Gramling and Stone, 2001).

The literature presents the hypothesis that the leading audit firms enjoy market
differences in the efficiency of the service and therefore these firms can enjoy some
competitive advantage from its own strategic behavior. In this one of the variables or
factors that most interest aroused among scholars of the audit market for submission to
the empirical analysis from the point of view of the strategies followed by large
international firms sense have been specialization implemented by these large firms
international taking care sector activity audited companies and the size of these, and the
exploitation of economies of scale from these large audit firms based on their firm size
and the use of methodologies structured audit (Bedingfield and Loeb,1974; DeAngelo
1981; Dopuch and Simunic 1982; Palmrose 1986; Simunic and Stein, 1987; Turpen,
1990; Craswell et al, 1995; Colbert and Murray, 1998, Ferguson et al, 2006).

The literature presents the hypothesis that the leading audit firms enjoy market
differences in the efficiency of the service and therefore these firms can enjoy some
competitive advantage from its own strategic behavior. In this one of the variables or
factors that most interest aroused among scholars of the audit market for submission to
the empirical analysis from the point of view of the strategies followed by large
international firms sense have been specialization implemented by these large firms
international taking care sector activity audited companies and the size of these, and the
exploitation of economies of scale from these large audit firms based on their firm size
and the use of methodologies structured audit (Bedingfield and Loeb,1974; DeAngelo
1981; Dopuch and Simunic 1982; Palmrose 1986; Simunic and Stein, 1987; Turpen,
1990; Craswell et al, 1995; Colbert and Murray, 1998, Ferguson et al, 2006).

Also, the literature highlights that the process of analysis followed by accounting
researchers to learn about the strategies implemented by large international firms in
relation to specialization by sector of activity audited companies, is divided into three
steps: First the degree of participation by sector audit firms active in the audit market,
divided into two groups, first participation is calculated by sector of large international
firms in the market is calculated, and on the other hand, sector participation in it of the
other active audit firms is calculated.



This in order to verify if the results obtained from the distribution of the audit market
serving sectors of economic activity of the client, are consistent with the results reported
on the concentration, if this is the case, ie, that the results obtained on participation of
major international firms by sector, are consistent with the results obtained in the
concentration, then the methodological process could well end with the conclusion that
the concentrated structure is largely explained by the specialization effect, depending on
which complies with the hypothesis that large international firms have greater ability to
specialize their knowledge.

However, accounting researchers in an effort to further deepen the knowledge of market
behavior audit, considered necessary to support the conclusion that the large
international audit firms are mostly specialized than other firms active audit and
therefore the concentration in the audit market is explained by the specialization effect,
consider that specialization in the sector by audit firms is a function of two variables: 1)
the number asset audit on a specific industry and 2) the spread of existing market shares
among these assets auditors. In this sense, researchers believe that if attending the
number of active firms in specific sectors may then assume that the smaller the number
of active audit firms in specific sectors, the greater the difficulty of auditing in it. While
this statement may be methodologically valid, researchers have also considered that
cater only to the number of companies and not the relative position of each audit firm in
each sector, could cause the specialization effect has not been reflected so effective.

Therefore, accounting researchers studying the audit market have been using the
Herfindahl index, which adequately reflects the actual structure of a market, as it is
sensitive to both the number of companies operating in the market as the Unlike their
market shares. Thus, in those sectors where the Herfindahl index is significantly higher
than the overall market, then it will show that the sector requires auditors to be
implanted in the same specialty. The results obtained by the aforementioned
methodological process will serve to meet the different behaviors of active audit firms
based on the level of industry concentration of economic activity of the audited
companies. Based on the results, students determine audit market sectors in which the
number of audit firms is low and the Herfindahl index is high. In these cases, the
international literature emphasizes that the audit market is facing economic sectors that
seem to require some specialization by the auditors to exercise professional activities.
Also, the literature emphasizes that in order to deepen further on sectoral specialization
and once determined according to the previous step on certain sectors where the market
seems to require audit by audit firms active some specialization for the exercise of
professional activity, then the last step to take in this process according to the
methodological literature is empirically analyze the existence of strategic behavior by
large international firms to specialize by sector of activity audited companies.

To this end, researchers have found that these behaviors occur when there are
significant differences between the markets shares held by each of the major
international firms in various sectors conceived as potentially specialized. International
literature considered as an auditor specializing in a sector specific activity when its
market share in this sector reached greater than 10% (Palmrose, 1986; Craswell et al,
1995, Francis et al. 1999; Gramling et al, 2001; Francis et al, 2005).

Derived from the results obtained in this last methodological step can determine the
existence of specialization in the audit market and strategic behavior developed by audit



firms in order to be able to meet the demand for a specific sector, as well as, according
to the number specific sectors in which each participating audit firm and the market
share it enjoys. Moreover, based on the results obtained in this last methodological step,
you can qualify the strategic behavior of large international firms to specialize by sector
of economic activity of the client, so that this classification allows accounting
researchers the power explain the reasons for the concentration in the audit market, as
well as on the behavior of large international firms to specialize by industry that these
develop (Moizer, 1992).

3. THE EXPERTISE OF AUDIT FIRMSBY SIZE OF BUSINESS AUDITED

In this section we will focus on the effect specialization according to the size of the
audited company, as one of the possible factors that may explain the concentration of
the audit market in Mexico. In this respect, we considered that the large international
firms better known as the Big 4 may exhibit strategic behavior of expertise related to the
size of the companies they audit. This is justified for the reason that the audit of
financial statements of large companies and corporations requires audit firms a
particular specialization, because these big companies make a large number of
transactions and have complex organizational structures.

In this sense, it is unlikely that small audit firms and independent professional auditors
can access the audit market segment of large companies. The arguments in the
international literature that support specialization by size of companies audited have a
clearly, exclusive and probabilistic connotations. In this regard, accounting researchers
Dopuch and Simunic (1980) suggest that with decreasing the size of the audited
company also decreases the likelihood that smaller companies hire some of the big
international firms, known as the Big 4.

Continuing our analysis for the specialized demands of audit firms according to the size
of the audited company, accounting researchers believe that the demand for it is derived
from the sheer size of the audited company, as features like; planning the audit,
compliance testing of internal control, and audit program are dependent on the size of
the audited company. However, in practice it is difficult to follow a particular company
one of these strategies identified in pure sense, either in terms of cost leadership or
expertise, there is rather a combination of both strategies.

The methodology applied by accounting researchers to compare the specialization effect
size of the client, according to the international literature, is as follows. First, the total
sample of the empirical study is divided into different sections by size of the audited
company, then based on the results obtained to identify the relative share of large
international firms and other audit firms active in each one of these sections, in order to
test the hypothesis that as the size of the audited companies increases, the participation
of smaller audit firms decreases. This hypothesis is confirmed, then the researchers can
conclude that there is a barrier to entry for small audit firms serving the business
customer size (Simon and Taylor, 1997).

However the results obtained in the previous step, do not allow the audit market
scholars conclude on the existence of certain strategic behavior of large international
firms to get large sized business customers.



In this sense, the next methodological step applied by accounting researchers has been
to distinguish in the empirical study by every stretch of firm size, both the number of
active auditors in different sections as the value acquired by the Herfindahl index, based
on the assumption that as you increase the size of the audited company, there will be
fewer assets auditors and therefore higher market concentration.

Once we have obtained the results, then you can check the existence of a relationship
between firm size of audit clients and auditor choice in the sense that as you increase the
size of the client, the number of active audit decreases, increasing the Herfindahl index.
However given that the objective is to analyze whether there is a strategic behavior of
specialization of large international firms around the business size of audit clients, the
international literature highlights what must now be considered whether assessed
specific behaviors by of these large audit firms, for determining the existence of a type
of customer profile.

Thus, the final step in this methodological process used to test the effect of
specialization by audit client size, the use of the entropy index in order to obtain an
accurate measure of the distribution of existing activity in the audit market in tranches
between large international firms. This index is the weighted average of the market
share of audit firm for specific segments based on the size of the audited company.

The entropy index takes the following form:

n
E=> Ci-Inl/Ci
i=1
where:

Ci = market share of the total market share of a firm is in sector 1.

According to the analytical formulation of the entropy index, the weight for each
segment will be the logarithm of the inverse of its quota. The measure takes into
account two factors: The number of segments in which an audit firm operates and the
relative importance of each segment in the total share of each large audit firm.
Therefore, the entropy index can be considered as a measure of diversification of audit
firms by size sections of audited companies. This, from a methodological point of view,
enabled analyze to what extent the total market share enjoyed by the big international
audit firms is explained by its action in more sections of size. Derived from the results
obtained by using the entropy index, you can conclude whether the audit market large
international firms are specialized for the size of your audit client, may finally conclude
whether the market structure and especially the concentration is explained by the
specialization effect size of the client.

4. ECONOMIES OF SCALE FOR SIZE AUDIT FIRMS

The international literature also highlights that the study of the relationship between
supply of audit services and market structure not only can be done from the perspective
of the analysis of strategic behavior of auditors, but studies can also be performed where
the strategic variable behavioral or not the explanatory variable.



In this sense, accounting researchers have always shown great interest in inferring the
existence of a relationship between the size of audit firms and their market power,
especially following the controversial Metcalf Report (1978), in the sense that large
international audit firms for its high market share achieved audit might influence their
regulators on behalf of the U.S. accounting profession and thereby prevent the existence
of adequate competition from the rest of the other firms audit.

For this reason, research has sought to study the way in which can be an empirically
testable relationship between firm size and cost leadership strategy, acquiring particular
importance in regard to the audit market to exploit the advantages for having a position
more favorable in the average cost curve and the use of technologies that enable the
production of audit services at more competitive prices.

As regards the existence of economies of scale, the literature highlights the possibility
that certain audit firms by their size, are more efficient than others by reducing cost of
service provided. Based on this premise, accounting researchers study whether high
market shares that have large international firms could come explained by the existence
of these economies of size. Based on this premise, accounting researchers study whether
high market shares that have large international firms could come explained by the
existence of these economies of size (Francis and Stokes).

As we have noted before, there is the possibility of the existence of economies of scale
arising from firm size, can be a determining factor that allows us to explain the
competitive advantage enjoyed by large international firms in the market audit. Thus,
economies of scale enable the design and development based on a cost leadership
strategy. However, not all products or services offered on the market allow the
exploitation of economies of scale or economies of size. In this context and given the
characteristics of the supply of audit services features, seems at first that yes it could be
carried out "mass production". However, the opposite can also be argued statement
claiming that the audited companies own peculiarities I require a customized service
delivery audit. In any case, it should be noted that the audit process and the formation of
professional judgment allow some standardization when serving business with like or
similar sizes and productive, commercial and administrative processes with a degree of
similarity. From this point of view can be argued that the audit approach enables mass
production.

The accounting researchers, in order to clarify the possible existence of economies of
scale in the audit market, refer to the main operating mechanism for such economies of
firm size are produced, we refer to the indivisible nature of production resources
"indivisibility of productive factors can cause the existence of economies of scale in the
audit market for the reason that such indivisibility produces the existence of high fixed
costs".

Thus, the larger the market share of an audit firm, the greater the possibility that their
firm size can develop a cost advantage over the competition, as the better off this large
audit firm in its cost curve will enable it to offer the service at more competitive price.

Many of the costs they incur audit firms to maintain a high quality service are
independent of firm size of the audit firm and have thus a fixed nature, special
importance the cost of personnel and training thereof.



In this line, the Big 4 incurring the same costs that small audit firms increase their
ability to develop a more audits, so the average fixed cost of these large international
firms tends to decrease according to the number of audits or what is the same, based on
the high market share enjoyed by. By contrast, small audit firms and independent
professional auditors have restricted to face service demand capacity. Therefore
imputation costs must be made between a smaller number of units produced, in this
case, by number of audits.

Given this competitive disadvantage, small audit firms have two options: i) reduce fees
below the large international firms, which means bear the losses and has limited
temporal validity, or ii) increase the size, location it seems increasingly taking place in
the Mexican market through partnerships emerged between small audit firms as well as
among small audit firms and independent professional auditors. Thus, we can conclude
that the existence of economies of scale implies the existence of an optimal size of the
audit firm or minimum efficient size that ensures maximum benefit to the firm
producing the minimum average cost. That is, the competitive advantage of an audit
firm is related to firm size through economies of scale. In any case we can conclude that
the higher the number of audits performed by various accounting firms, will better
position them relative to the average cost curve, enabling them to operate at higher
efficiency conditions.

International literature highlights that one of the factors that may explain the large audit
firms enjoy a competitive advantage in the market is related to firm size of audit firms
by the existence of economies of scale. Also, the results of the investigation indicate
that for scholars of the audit market has been important to analyze the way in which can
be an empirically testable relationship between firm size and cost leadership strategy.
Also, accounting researchers have distinguished the existence of economies of scale
resulting from the business size of audit firms as one of the factors explaining the high
concentration of the audit market. In this sense, the methodology of the audit market
analysts have been used to empirically test the relationship between firm size of large
international firms and its leadership position in the market. some estimate of the
average cost curve then analyze the functional form of this curve . However, in the
absence of sufficient information on the cost structure of audit firms, accounting
researchers to determine the existence of economies of scale based on the size of the
large audit firms have been using the survival method devised by Stigler (1968).

This method can reveal the existence of the optimum size of audit firms in the audit
market, based on the number of audits performed, so that these large audit firms may be
at the minimum point of the average cost curve. Therefore, this method allows survival
to accounting researchers solve the problem of determining the optimum size of the
large audit firms, classifying them by size "number of audits" and analyzing
participation on the activity total for each section of a given size. If the participation of a
particular stretch decreases over time, "according to the method of survival 'it can be
concluded that the size is relatively inefficient, increasing inefficiency decreased with
increasing participation section.

The application of this method to determine the optimal size, is describe the number of

audits carried out by the various auditors analyzed, and analyze the evolution of the
market share enjoyed by. Once the optimum size of each audit firms analyzed, if
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verified based on this methodology exists an empirical relationship between market
share and size, then the accounting researchers have an indirect indicator of the
existence of a minimum efficient size in the audit market and therefore can be
determined to what extent the concentration of the audit market and the relative position
of the various large international firms in the same may come explained by the
possibility that they develop a cost leadership strategy through the exploitation of
economies arising from firm size.

5.METHODOLOGIESUSING STRUCTURED BY AUDIT FIRMS

Because the use of structured methodologies for auditing, research shows that their use
may also be a factor enabling, them to audit firms achieve a competitive position by
reducing average unit costs, as it is presumed that the recurrent use of proven methods
and procedures should, in principle, lead to a reduction in costs. However, note that this
is questionable, for the reason that the same methodology can not necessarily apply the
same level of effectiveness at two different companies audited.

International literature in accounting research indicates that the use of different
technology variable audit firms can be a means through which explain differences in
efficiency between them. In principle it is complex to justify the status of various firms
in the market for audit services is due to the use of a different technology. However, as
evidenced in the following paragraphs, there is no uniformity regarding the
technological process that all firms are in the market for audit services. On the other
hand, it is difficult to argue that technological innovation does not produce benefits that
entail a change in systems and manufacturing processes and increases in business
productivity, and thereby produce both a reduction of production costs.

In regard to the object of our study are closely related to two issues which have been
debated for decades, theorists of industrial organization in the absence of conclusive
empirical evidence (Bueno and Morcillo, 1993).

First, there is an open debate about the origin of technological innovations considering
whether these come only from large companies; secondly, there is no clear evidence on
whether it should exist, highly concentrated market structures, such as monopolies or
oligopolies, that the companies find sufficient incentives to promote technological
change and improvements in social welfare. Regarding the first question, the firm size
becomes an element of fundamental importance to ensure a rapid rate of technological
change. Only large companies can have sufficient financial resources to devote to
research and development to support the risk posed by any innovation. This leads to the
consideration that only large companies can maintain a favorable towards technological
innovations attitude (Kinney, 1986). The second issue is certainly more controversial.
The argument by which argues that a concentrated market is a necessary condition for a
technological breakthrough occurs condition is justified by the idea that in a framework
of oligopolistic competition is difficult to compete on price being much more likely to
compete in processes. So then, if we consider that the existence of concentrated markets
is a source of technological progress and therefore increases social welfare, we can then
consider a structure-based competition in an oligopolistic model might become
desirable from a socioeconomic perspective since increases in welfare outweigh the
losses that would occur for control of the market by a few large companies.
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Our mission is focused exclusively on the analysis of how technological innovation in
audit firms may confer a competitive advantage on the rush. It can be seen that the large
international audit firms have in recent times made certain changes in its production
process. These changes are aimed primarily at achieving greater structuring and
formalization of the audit process, recognizing it as an integrated process and not as a
mere isolated chain procedures. A structured audit methodology is a systematic
development of function approximation, which is characterized by the requirement of a
logical sequence of procedures, decisions and documentation stages. This means that
there is an integrated audit policy determines some analytical tools that assist the
professional auditor in forming his opinion on the audited company (Cushing and
Loebbecke, 1986).

The possibility that the audit function can use the structured technology and expert
systems has been controversial within the doctrine, because while some authors
consider that the audit process can be conceived as a problem well structured, analytical
and programmable (see , among others, Sullivan, 1984; Ashton, 1983). By contrast,
other authors argue that this process, given the specific characteristics of each audited
company cannot be abstracted from the judgment of the professional auditor (Bamber
and Snowball, 1988), unable to be a programmable process.

Regardless of this controversy, on which we will not stop , it seems clear that certain
situations that favor the application of structured audit process technologies are given ,
especially the need to control audit risk and labor costs team develops it. The aim of our
study is to analyze to what extent the structured nature of the audit process may involve
greater efficiency in the development of the same, which would mean the completion of
the audit service in less time and at lower costs. On this point Newton and Ashton
(1988) emphasize that the development of structured methodologies has inherent
efficiencies. For this reason, customers may prefer to choose auditors who have this
kind of methodologies. In particular, we refer to the benefits that can be derived from a
structured process execution audit on monitoring service costs approach. This would
allow us to propose a relationship between market structure and the use of different
technologies by firms (Newton and Ashton, 1988; Loebbecke and Cushing, 1986). This
relationship may allow auditors to test whether using structured methodologies in the
development of the service, enjoy a competitive advantage by exploiting a strategy of
cost leadership. The introduction of structured technology, mainly based on the use of
expert systems, can produce a more efficient service provided, reducing the time in
service execution and training of professional judgment and the efforts required to
develop audit procedures and increasing the quality of it , is that, reducing audit risk and
increasing safety auditor's judgment (Williams and Dirsmith, 1988). According to
Willingham and Ribar (1988) most efficient allocation of resources by the use of
structured methodologies in the audit process is due to several factors. First it increases
professional satisfaction auditor as they are freed to perform routine tasks, making work
more interesting and the time fieldwork was reduced. Both aspects result in increasing
the quality of service provided. Furthermore, the formation of the auditor's judgment on
the situation of the audited company can be made without his personal presence.
Structured methodologies facilitate uniformity of documentation and audit roles.
Increase efficiency by reducing training costs of staff by reducing the level of
experience needed to run the audit work (Dillard and Bricker, 1992). Increase the
consistency of the audit process and reduce the inherent risk of the formation of the
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judgment. Reduce the number of auditors required to meet the same amount of work,
thus reducing the necessary labor cost for an audit (Wattkins O'Leary, 1989).

Empirical studies on the determinants of the concentration from the point of view of
audit firms have been analyzing the correlation between the position of market-leading
audit occupying large international firms and their behavior towards the use of
structured methodologies, assuming that not all audit firms use the same methodology
in the development of the service. For this reason, Kinney (1986) and Morris and
Nichols (1988), researchers rated the large international firms by type of audit
methodology used, as follows: Deloitte and KPMG were classified as to the type of
methodology used as highly structured. Ernst & Young has been called a kind of
intermediate methodology and finally PriceWaterhouseCoopers was rated a low rate
methodology. So then, the methodology used to test empirically whether large
international firms through the use of structured audit methodologies tend to increase
their market share. To do so, scholars audit market relate, the type of methodology used
by each of the major international firms with market share ever and it evolves
throughout the study period analyzed.

Derived from the results discussed methodological step before accounting researchers
can then conclude on the existence of the relationship between the audit methodology
used by each of the major international brands and its market share reached, and
therefore they may also conclude on whether there are differences in efficiency between
large international firms from the use of structured development and implementation
service that eventually help to explain the reasons for the concentration in the audit
market technologies.

6. ELECTION OF AUDITOR

The analysis of the structure of the audit market and the empirical evidence that
demonstrates the existence of a high concentration of audit services for the Big 4, has
generated great interest in accounting doctrine to find an explanation of the nature
competition in the audit market and the factors that determine it.

In this regard, analysis of the choice of auditor is clearly a factor that may help explain
the concentrated structure of the audit market, so the study of these aspects is of great
importance to understand its operation. The starting point of the studies that develop
these aspects, considers that the concentrated structure of the market for audit services
does not arise by an arbitrary decision process, but there are strong economic reasons
for the behavior of firms and market structure that such behavior results. The decisions
by choosing an auditor of companies, is the result of a rational process, whose
explanatory variables have been subjected to considerable research in the international
literature over the past decades.

The analysis of the structure of the audit market and the empirical evidence that
demonstrates the existence of a high concentration of audit services for the Big 4 has
generated great interest in accounting doctrine to find an explanation of the nature
competition in the audit market and the factors that determine it.
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In this regard, analysis of the choice of auditor is clearly a factor that may help explain
the concentrated structure of the audit market, so the study of these aspects is of great
importance to understand its operation. The starting point of the studies that develop
these aspects, considers that the concentrated structure of the market for audit services
does not arise by an arbitrary decision process, but there are strong economic reasons
for the behavior of firms and market structure that such behavior results. Ie decisions by
choosing an auditor of companies, is the result of a rational process, whose explanatory
variables have been subjected to considerable research in the international literature
over the past decades.

As the literature notes, subject to audit study from the perspective of market forces
attention to the applicant of the audit, the supplier of the same and the attributes of the
offered service. These factors directly influence the current configuration of the audit
market (Simunic, 1980, Chow and Rice, 1982; Schwartz and Menon, 1985; Palmrose,
1986; Simunic and Stein, 1987; Craswell, 1988; Francis and Wilson, 1988; Johnson and
Lys, 1990; DeFond, 1992, Beattie and Fearnley, 1995; Krishnan and Stephens, 1995,
Wilson et al, 1995; Garcia Benau et al., 1998, 2000; Ruiz and Gémez, 2003).

The theoretical framework for the study on the choice of auditor, is classified into two
study groups: On the one hand are studies that consider the provision of audit by itself is
not likely to be able to differentiate mainly due to the regulation of its rules and
procedures, making it the fare audit the condition for the choice of auditor factor, and on
the other hand, we find empirical studies that consider that there are qualitative aspects
in the provision of audit allow differentiation between different bidders. In this case, the
price of the service will not be decisive in the choice of auditor.

The first of the two study groups, attend to the price of audit services, starting from the
premise that in the audit market there is a high homogeneity between the different
providers that provide the service. This means that the applicants do not require
different qualities or does not perceive. From this view, market performance, in terms of
the choice of auditor, would be explained only by differences in prices, so that a number
of studies have attempted to empirically test the existence of different prices to different
bidders attending and studying if this explains the choice of the same.

Among such studies can distinguish those who have undergone empirical testing
behaviors oriented predatory pricing in the audit market, especially the phenomenon of
auditing to offer prices below costs as a means of audit get clients to which this policy
has been called "lowballing" (DeAngelo, 1981; Kanodia and Mukherji, 1994; Dopuch
and King, 1996).

If he can demonstrate the existence of systematic behavior in the oriented offer the
service at prices below cost audit would show that the supply meets the demand audit
prices, ie market, would clear that the decision model of auditor choice is conditioned
by service prices. In this regard, a number of empirical studies in the United States
(Simunic, 1980), Australia (Francis, 1984) and the UK (Pong and Whittington, 1994)
test the existence of predatory pricing policies and the choice of those auditors that offer
delivery their services at lower prices.

Another type of studies in which the price of auditing and auditor choice, which are
closely related to the predatory policies are linked. They hypothesized that these
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policies require increased audit efficiency, since otherwise the auditing firms could not
stay in the market is established. In the work to which we refer has studied the
possibility to act at lower determining costs, and the choice of auditor, subjecting
contrasting certain factors that may occur in firms audit to explain his performance
better efficiency conditions. Among these factors we can highlight the economies of
scale, economies of scope and certain actions followed by the various audit firms.

Among the studies published in the international literature that focus on analyzing
whether or different audit firms can exploit economies resulting from their business
size, economies of scale as a means of explaining differences in efficiency include the
Palmrose (1986 ) and Danos and Eichenseher (1986 ). They have proven the existence
of economies of scale in the U.S. audit market, which means that high market shares in
favor of the big international audit firms ' Big 4 ' are explained because they operate at
lower costs, aspect it turns out to be consistent with the hypothesis that the choice of
auditor is determined by the price of the service. The positive effect that occurs in the
demand for audit services to audit firms is large due to the existence of a major
component of fixed costs in the course of the audit, so that the higher the retail customer
base be the average cost of the audit and, therefore, the greater the possibility that the
large international firms to offer their services in a position lower than other suppliers in
the market prices. Studies that have attempted to test the existence of economies of
scope, based on the assumption that the same occur when the overall cost of production
of certain goods or services is less than the cost of producing them when production
takes place separately. In auditing, the existence of economies of scope is based on the
possibility that audit firms to bid jointly several services such as auditing, consulting,
tax advice, etc. The argument is that the audit process generates a high knowledge about
the business of the client company, which may exceed that necessary for an audit, which
enables this extra knowledge can be used by the firm to offer services without raising
prices excessively its service. In this regard , several studies have shown that the choice
of auditor is explained by economies of scope; among them include the work of
Simunic (1984), Beck et al. (1988 ) and Turpen (1990).

The last group of studies that explain the choice of auditor for reasons of price,
considering that not all auditors operating in similar conditions of efficiency due to the
particular way in which the audit work performed. Kinney jobs (1986), Kaplan et al.
(1990) and Mutchler and Williams (1990) have shown that the pressure of competition,
the need to control labor costs and the need to reduce audit risk are factors that cause
audit firms make efforts to improve the audit process through the use of structured
methodologies, which enable the development of work in less time and with greater
accuracy. This produces a positive effect on audit prices that can offer such audit firms
existing empirical evidence showing that those audit firms that use structured
methodologies obtain a greater number of customers.

The second group of studies or research line has been used in the international literature
considers unlike the lines centered on the price of the service, which enables the audit
market differentiation service according to their quality. Under this premise the
applicants perceive audit service offered different qualities, why be elected those
auditors who offer the required level of quality.

The underlying argument to explain the existence of a heterogeneous demand for audit
quality is explained in response to various situations, such as high agency costs ,
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asymmetric information , etc. . , Involving certain companies , to address such situations
they need a high quality audit , because this is a measure of the reliability of accounting
numbers , so choosing a high quality auditor means greater reliability of accounting
information disclosed . The research tries to test that auditor choice is motivated by the
quality offered by it, has focused on describing a number of scenarios where it is
presumed the need for high quality audits , inferring , through empirical tests that in
such scenarios are chosen those that offer higher quality auditors in their work. The
design of these studies lies therefore in the definition of a scenario where audit quality
demand , and in the a priori definition of what the auditors are offered quality audits .
This has been assuming a definition of quality based on two parameters such as
competition and professional independence . Given a scenario in which supposedly
quality audits are required, demonstrate that the choice of auditor is explained by the
attribute of quality product when in this scenario are elected auditors who are
considered to offer quality audits. However, in these studies as a major problem is to
define auditors that offer quality services arises . Therefore match the assumption that
the large audit firms often have more professional training and also given its larger
customer base has , can withstand the pressure from their customers and maintain an
independent attitude to their interests ; thus , the size of the auditor and the brand name
of these , derived from the reputation they have with these large firms constitute
surrogate through which it intends to infer the differential quality offering these auditors
(Simunic and Stein, 1987; Craswell et al, 1995; DeFond et al, 2002; Ireland and
Lennox, 2002; Who audits America , 2003) .

The choice of audit quality, namely the choice of large international firms currently
known as the Big 4 has been proven in two scenarios: Scenarios where high agency
costs and scenarios where it will produce the launch of stock market shares are given.
The first scenario focuses on changing agency costs of the company caused by the
increase in dispersed ownership, capital gains or obtaining additional debt, these
scenarios where you need quality audits and therefore choosing an auditor to bid a
distinct level of quality in the service provided. Studies published in the international
literature, such as Firth and Smith (1992), Abdel- Khalik (1993 ), Clarkson and Simunic
(1994 ), Francis (2004 ), Fuerman (2005 ), Fan and Wong (2005), Aksu et al., (2007)
and Vermeer (2008 ), demonstrate the hypothesis in the sense that there is a demand for
quality audits, to be contrasted empirically that firms that take place in the above
scenarios highlighted consistently choose to major international firms , better known as
the Big 4 . The empirical study we are presenting in this chapter we consider that it is
located in such scenarios where high agency costs are given.

Other studies focus on the launch of a package of shares of stock and to ensure a
maximum price, use auditors who offer high quality service delivery as a means to
reduce the uncertainty of future investors. Among this type of empirical studies we
highlight the work of Simunic and Stein (1987), Balvers et al. (1988), Beatty (1989),
Menon and Williams (1991), Hogan (1997) and Pittman and Fortin (2005).

Finally, as regards the analysis of auditor selection process based on the differential
quality of service provided can be distinguished in the literature a number of empirical
studies such as Mock and Samet (1982), Schroeder et al. (1986 ), Sutton and Lampe
(1990 ), Theo and Wong (1993 ), Beattie and Fearnley (1995) and Garcia- Benau et al.
(1999 ), (2004 ), intended to infer, through surveys and questionnaires on what quality
attributes perceived by individuals when choosing an auditor. Notably no part in these
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studies a priori definition of audit quality, nor to graduate as professional auditors audit
suppliers of various qualities, but is based on the study of the perceptions of individuals
on attributes of the audit.

The international literature indicates that the audit service has some unique
characteristics that make it different from other professional services because of its
mandatory nature and deep regulation that affects you , ie , certain companies ,
especially those that most interest for society , are required to submit their financial
statements to the review process involved the audit. The obligation of certain companies
submit their financial information to the control of the audit is justified from a policy
perspective because it is believed that through this activity better informed and
organized society, these aspects are possible that can increase overall welfare thereof.

Furthermore and although hiring the audit service can be voluntary on the part of any
entity, the reality is that the vast majority of defendants audit services comes from
contracts implementing mandatory audits of annual financial statements. So then, you
may have a situation where certain companies choose auditor should not perceive the
need to hire after the audit service voluntarily. If so, in principle, it is assumed that the
auditor choice process itself will have the greater relative importance to the type of
auditor necessary because the absence of a stimulus to domestic demand for the audit,
this would lead then, that in view of the obligation to hire the service of independent
audit firms could not see any difference between the various bidders.

In this sense, the process of choosing auditor simply comes down to the simple fact
anyone hire an auditor in order to meet its obligation, and in that case, the most rational
solution for certain companies, it seems that is, hiring auditor offering the service at the
lowest possible price. Moreover, the practice of the audit of the financial statements of
companies is heavily regulated both by technical standards issued by the organized
profession, as well as the procedures and other legal requirements imposed by the
supervisory bodies in relation to their own implementation and that the substrate is
performed, the financial information. For these reasons and based on the fact that the
audit is a professional service under a permanent regulation and considering that all
bidders audit service's properly applied, can then hypothesize that there is little ability
for different auditors provide the audit service differently, or at least that there is less
differentiation capacity if the service would be provided in an environment with little
regulation. Based on this premise, the rational choice argument of certain companies to
hire compulsory audit and to the reduced possibility of finding differences between
different service providers audit, the auditor would be the choice that offers the service
at a lower price possible.

As a counterpart to what is considered by the studies mentioned in the previous
paragraph, the international literature also points to a second group of scientific studies
on audit market believes that the audit service is not homogeneous. This is to say that
their applicants can differentiate the service provided by different auditors, for the
reason that they perceive the existence of different qualities. Thus, the work-based
service differentiation audit, describe different scenarios in which their applicants
require the hiring of a particular audit, ie an audit with a spread of quality (see, among
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others, Simunic and Stein, 1987 , Francis and Wilson, 1988; Beatty, 1989; DeFond
1992; Sutton and Lampe, 1990, Beattie and Fearnley, 1995).

One of these scenarios is comprised of companies where high agency costs occur, such
as companies that have a dispersed ownership. In these cases, accounting researchers
have focused on analyzing the behavior of certain companies for their corporate
characteristics might expect superior service, ie they require, their own corporate
characteristics of these companies will be the determinants of the benefits they can get a
quality audit (see Francis and Wilson, 1988; DeFond 1992; Agrawal and Knoeber,
1996, among others).

In corporate characteristics that have generated more attention in the international
literature are agency costs that occur within companies. Since Jensen and Meckling
(1976) argued that the audit requires special attention to control agency costs, some
research has been aimed at analyzing how the nature of these agency costs can explain a
distinct demand for quality audit and therefore the choice of a particular auditor. Also,
the international literature suggests scenarios as presented in those companies first
launch to stock trading shares. In these cases, the literature pays attention to the type of
auditor chosen by these companies, revealing in their work, preferably selected
companies to large international firms for their reputation and image. Thus, they can
serve as a means to reduce uncertainty among potential investors, and thus ensure a way
out of the financial markets in the most favorable conditions (Menon and Williams,
1991; Simunic and Stein, 1995; Hogan, 1997).

Finally, the international literature has also been collecting various works in which
accounting researchers instead of defining a priori the scenarios in which a certain
audits with a spread of quality demanded leave it to its own audited companies which
reveal what are the attributes that define the concept of quality. In this type of study
accounting researchers within the frame might be called behavioral theory or signal
(Mock and Samet, 1982; Schroeder et al, 1986; Sutton and Lampe, 1990, Beattie and
Fearnley, 1995; Butterworth and Houghton, 1995).

7. CONCLUSIONS

Studying the behavior of the audit market is one of the most relevant research in the
area of audit issues. The reason is that, at the international level, a similar behavior
between audit firms and between audited companies, which put the Big 4 and the
market's leading companies in the world are observed. In this work, done from a
theoretical and analytical perspective, the main factors that can lead to understanding
why the audit market is oligopolistic market behavior are studied.

The study is therefore a study of market behavior. All market studies, are explained
from the point of view of demand audit service from the point of view of the service
offering; both approaches are complementary and are good indicators to understand the
strong presence of the Big 4 and their market power. Both perspectives have a clear
impact on the market and define the structure of that market in the world. Clearly, as
this chapter addresses the issue analyzed from a theoretical point of view, it is difficult
to add other issues to explain behavior in a particular country, which undoubtedly also
influenced, among others, the implementation of the audit in that country, the prestige
of auditors and existing measures against monopolistic behavior.
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Thus, the study we made of the literature indicates that among the strategies followed
by the Big 4 and the differences from other audit firms to capture market stand out
clearly: the search for industry specialization economic activity, the sheer size of the
audited companies, the implementation of economies of scale and the use of structured
audit methodologies. Meanwhile corporate clients choose to Big 4 because looking at
them: reputation, brand name and large size that makes most internationally.

In this sense, we want to end this chapter without noting that efforts are underway to
achieve a regulatory audit services market with increased competition. To date none of
the measures that have been suggested have had a real effect on competition, persisting
oligopolistic situation outlined above. No clutch, some of the measures being taken
may, in the medium term, interesting effects such as network support auditors who
makes small and medium audit are made to form what is called a network to compete
power somehow, with large audit firms.

BIBLIOGRAPHY

ABBOTT, L. AND PARKER, S. (2000): “Auditor selection and audit comittee
characteristics”, Auditing : A Jouornal of Practice and Theory, Vol. 19 (2), pp.
47-66.

ABDEL-KHALIK, A. (1993) : “Why do private companies demand auditing? A case
for organizational loss of control”, Journal of Accounting, Auditing and
Finance, Vol. 8(1), pp. 31-52.

AGRAWAL, A. AND KNOEBER, C. (1996) : “Firm performance and mechanisms to
control agency problems between managers and shareholders”, Journal of
Financial and Quantitative Analysis, Vol. 31 (3), pp. 377-397.

AKSU, M. ; ONDER, T. AND SAATCIOGLU, K. (2007) : “Auditor Selection, Client
Firm Characteristics, and Corporate Governance: Evidence from an Emerging”,
Working Paper available at Faculty of Management Sabanci University, pp. 1-
44,

AMERICAN ASSEMBLY REPORT (2005): The Future of the Accounting Profession:
Auditor Concentration.

ARRUNADA, B. (2000): “Audit quality: Attributes, private safeguards and the role of
regulation”, The European Accounting Review, 9, pp. 205-224.

ASHTON, R. (1983): Research in audit decision making; rationale, evidence, and
implications, Research monograph number 6, Canadian Certified General
Accountant’s Research Foundation.

BALVERS, R. J.; MCDONALD, B.; AND MILLER, R. E. (1988): “Underpricing of

new issues and the choice of auditor as a signal of investment banker
reputation”, The Accounting Review, 58(4), pp. 605-622.

19



BAMBER, E. AND SNOWBALL, D. (1988): “An empirical study of the effect of audit
structure in inserting uncertain task environment”, Accounting Review, July, pp.
490-504

BASKERVILLE, R. AND HAY D. (2006): “The Effect of Accounting Firm Mergers
on the Market for Auditory Services: New Zealand Evidence”. Abacus, Vol. 42,
No.1, pp. 87-104.

BEATTIE, R. (1989): “Auditor Reputation and the Pricing of Initial Public Offerings”,
The Accounting Review, No. 4, p. 693-707.

BEATTIE, V. AND FEARNLEY, S. (1994): “The Changing Structure of the Market
for Audit Services in the UK—A Descriptive Study”. British Accounting Review,
Vol. 26, December, pp. 301-322.

BEATTIE, V. AND FEARNLEY, S. (1995): “The importance of audit firm
characteristics and the drivers of auditor change in UK listed companies”,
Accounting and Business Research, 25, Invierno, pp. 227-239.

BEATTIE, V.; GOODACRE A. AND FEARNLEY S. (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) pp. 250-265.

BECK, P.; FRECKA, T. AND SOLOMON, I. (1988): “A Model of the Market for
MAS and Audit Services: Knowledge Spillovers and Auditor-Auditee Binding”,
Journal of Accounting Literature, pp. 50-64.

BEDINGFIELD, J.P. AND LOEB, S.E. (1974): “Auditor Changes-an Examination”,
The Journal of Accountancy, March, pp. 66-69.

BUENO, E. AND MORCILLO, P. (1993): Fundamentos de economia y organizacion
Industrial, McGraw-Hill, Madrid.

BUTTERWORTH, S. AND HOUGHTON, K. (1995): “Auditor Switching: The Pricing
of Audit Services”, Journal of Business Finance & Accounting, Vol. 22, No. 3,
pp- 323-344.

CAMPBELL, T. AND MCNIEL, D. (1985): “Stochastic and Nonstochastic
Determinants of Changes in Client-Industry Concentrations for Large Public-
Accounting Firms”, Journal of Accounting and Public Policy, No. 1, pp. 317-
328.

CARRERA, M.; GUTIERREZ, I. AND CARMONA, S. (2005): “Concentracién en el
Mercado de Auditoria en Espafa: Analisis Empirico del Periodo 1990-2000”,
Revista Espaiiola de Financiacion y Contabilidad, Vol. XXXIV, No. 125 abril-
junio 2005, pp. 423-457.

CHOW, W. C., AND RICE, S. J. (1982): “Qualified audit opinions and auditor
switching”, The Accounting Review, Vol. 57, No. 2, pp. 326-335.

20



CHRISTIANSEN, M. AND LOFT, A. (1992): “Big players and small players: A Study
of increasing concentration in the Danish market for auditing services”, The
European Accounting Review, pp. 277-302.

CITRON, D.B. AND MANALIS, G. (2001): “The Internationl audit firms as new
entrants to the statutory audit market:: an empirical analysis of auditor selection
in Greece, 1993-1997”, European Accounting Review, Vol. 10(3), pp. 439-459.

CLARKSON, P. AND SIMUNIC, D. (1994): “The associatino between audit quality,
retained ownership and firm-specific risk in US versus Canadian PO markets,
Journal of Accounting and Economics, Vol. 17(1), pp. 207-228.

CLATWORTHY, M. AND PEEL, M. (2007): “The effect of corporate status on
external audit fees: evidence from the UK”, Journal of Business Finance &
Accounting, 34(1&2), pp. 169-201.

COLBERT, G. AND MURRAY, D. (1998): “The association between auditor quality
and auditor size: An analysis of smal CPA firms, Journal of Accounting,
Auditing and Finance, Vol. 13(2), pp. 135-150.

COMPETITION COMMISION (2003): “Statutory Audit Services Market
Investigation.  http://www.competition-commission.org.uk/assets/competition
commission/docs/201 1/statutory-audit-services/provisional findings report.pdf.

CRASWELL, A. T. (1988): “The association between qualified opinions and auditor
switches”, Accounting and Bussiness Research, Vol. 19, No. 73, pp. 23-31.

CRASWELL, A. T.; FRANCIS, JR. AND TAYLOR S. L. (1995): “Auditor Brand
Name Reputations and Industry Specializations”, Journal of Accounting and
Economics, pp. 297-322.

CUSHING, B. AND LOEBBECKE, J. (1986): Comparison of audit methodologies of
large accounting firms, Accounting Research Study, no. 26, American
Accounting Association.

DANOS, P. AND EICHENSEHER, J. (1982): “Audit Industry Dynamics: Factors
Affecting Changes in Client Industry Market Shares”, Journal of Accounting
Research, Vol. 20, pp. 604-616 Autumn.

DANOS, P. AND EICHENSEHER, J. (1986): “Long-Term Trends Toward Seller
Concentration in the U. S. Audit Market”, The Accounting Review, Vol. 61, No.
4, pp. 633-650.

DE ANGELO, L. E. (1981): “Auditor Independence, Lowballing, and Disclosure
Regulation”, Journal of Accounting and Economics, Vol. 3, pp. 113-127.

DE ANGELO, L. (1981): “Auditor Size and Audit Quality”, Journal of Accounting &
Economics, 3, pp. 183-199.

21



DEFOND, E. M. (1992): “The Association Between Change in Client Firm Agency
Costs and Auditor Switching”, Auditing: A Journal of Practice & Theory, Vol.
11, No. 1, p. 16-31.

DEFOND, M. L.; RAGHUNANDAN, K. AND SUBRAMANYAM, K. R. (2002): “Do
non-audit service fees impair auditor independence? Evidence from going
concern audit opinions,” Journal of Accounting Research, 40, pp. 1.247-1.274.

DILLARD, J. AND BRICKER, R. (1992): “A Critique of Knowledge-Based Systems in
Auditing: The Systemic Encroachment of Technical Consciousness”, Critical
Perspectives on Accounting, numero 3, pp. 205-224.

DOPUCH, N; AND KING, R. R. (1996): “The effects of low-balling on audit quality:
an experimental markets study”, Journal of Accounting, Auditing and Finance,
Vol. 11(1), pp. 45-68.

DOPUCH, N. AND SIMUNIC, D. (1980): “The Nature of Competition in the Auditing
Profession: A Descriptive and Normative View”, Regulation and the Accounting
Profession, Buckley, J. W. y Weston, J. F. Lifetime Learning Publications, pp.
77-94.

DOPUCH, N. AND SIMUNIC, D. (1982): “Competition in Auditing: An Assesment”,
Fourth Auditing Research Symposium, University of Illinois, Champaign, IL.

EUROPEAN COMMISION (2010): “Green Paper: audit policy: lessons from the crisis.
Online:http//ec.europa.eu/internal_market consultations/docs/2010/audit/green
Paper audit_en.pdf, retrieved December, 2010.

FAN, J. AND WONG, T. (2005): “Do External Auditors Perform a Corporate
Governance Role in Emergin Markets? Evidence from East Asia”, Journal of
Accounting Research, 43, pp. 35-72.

FERGUSON, A.C.; FRANCIS, J. R. AND STOKES, D.J. (2006): “What matters in
audit pricing: Industry specialization or overall market leadership?”’, Accounting
and Finance, 46(1), pp. 97-106.

FINANCIAL REPORTING COUNCIL, (2006): Choice in the UK audit market,
Financial Reporting Council Discussion Paper, May, 1-11.

FIRTH, M. AND SMITH, A. (1992): “Selection of auditor firms by companies in new
issue market”, Applied Economics, 24, pp. 247-255.

FRANCIS, J. (1984): “The Effect of Audit Firm Size on Audit Prices, a Study of the
Australian Market”, Journal of Accounting and Economics, Vol. 6 January, p.
133-151.

FRANCIS, J. (2004): “What do we know about audit quality?”, British Accounting
Review, Vol. 36(4), pp. 345-368.

22



FRANCIS, J. AND STOKES, D. (1986): “Audit prices, product differentiation, and
scale economies: further evidence from the Australian audit market”, Journal of
Accounting Research, 24, pp. 383-393.

FRANCIS, J. AND WILSON, E. (1988): “Auditor Changes: A Test of Theories
Relating to Agency Cost and Auditor Differentation”, The Accounting Review,
Vol. 63, No. 4, pp. 663-682.

FRANCIS, J.; RICHELT, K. AND WANG, D. (2005): “The pricing of national and
city-specific reputations for industry expertise in the U.S. audit market”, The
Accounting Review, 80(1), pp. 113-136.

FRANCIS, J.; STOKES, D. AND ANDERSON, D. (1999): “City Markets as a Unit of
Analysis in Audit Research and the Re-examination of Big 6 Market Shares”,
Abacus, vol. 35, No. 2, pp. 185-206.

FUERMAN, R.D. (2005): “Differentiating Between Arthur Andersen and the Surviving
Big Four on the Basis of Auditor Quality: An Empirical Investigation of the
Decision to Criminally Prosecute Arthur Andersen”, SSRN Working Paper.

GAO (2003): Public Accounting Firms: Mandated Study on Consolidation and
Competition, (General Accounting Office) retrieved July 3rd, 2003, from
http://www.gao.gov.

GAO (2008): Audits of Public Companies: Continued Concentration in Audit Market
for Large Public Companies Does Not Call for Immediate Action, (General
Accounting Office) available at http://www.gao.gov/new.items/d08163.pdf.

GARCIA-BENAU, M. A.; RUIZ BARBADILLO, E. AND VICO MARTINEZ, A.
(1998): Analisis de la estructura del mercado de servicios de auditoria en
Esparia. VI Premio de investigacion Contable “José Maria Fernandez Pirla™.
ICAC, Ministerio Economia y Hacienda, Madrid.

GARCIA-BENAU, M. A.; RUIZ BARBADILLO, E. AND VICO MARTINEZ, A.
(2000): “Factores que condicionan la elecciéon y el cambio de auditor en la
empresa espaiiola”, Revista de Contabilidad, vol. 3, No. 6, pp. 49-80.

GARCIA-BENAU, M. A.; GARRIDO, P.; VICO, A.; MOIZER, P. AND HUMPREY,
C. (1999): “La calidad del servicio de auditoria: los auditores vistos por sus
clientes”, Revista Espariola de Financiacion y Contabilidad, Vol. 28, No. 102,
pp. 1005-1042.

GARCIA-BENAU, M. A.; MOIZER, P.; HUMPHREY, C. AND VICO MARTINEZ,
A. (2004): “The Corporate Image of auditors in a developing audit market
within the EU: The case of Spain”, European Accounting Review, Vol. 13(3),
pp. 561-582.

GRAMLING, A.A. AND STONE, D.N. (2001): “Audit firm industry expertise: a

review and synthesis of the archival literature”, Journal of Accounting
Literature, 20, pp. 1-29.

23



GRAMLING, A.; JOHNSON, V. AND KHURANA, I. (2001): “The association
between audit firm industry experience and financial reporting quality. Working
paper, Georgia State University.

HAMILTON, J.; LI, Y. AND STOKES, D. (2008): “Is the audit services market
competitive following Arthur Andersen’s collapse?, Accounting and Finance,
48(2), pp. 233-258.

HOGAN, C. E. (1997): “Costs and Benefits of Audit Quality in the [PO Market: A Self-
Selection Analysis”, The Accounting Review, Vol. 72, No. 1, p. 67-86.

IYER, V. E IYER, G. (1996): “Effect of Big 8 Mergers on Audit Fees: Evidence from
the United Kingdom”, Auditing: A Journal of Practice & Theory, Vol. 15, No. 2,
pp. 123-132.

IRELAND, J. AND LENNOX, C. (2002): “The large audit firm fee Premium: A case of
selectivity bias?”, Journal of Accounting, Auditing and Finance, Vol. 17(1), pp.
73-91.

JENSEN, M. C. AND MECKLING, H. (1976): “Theory of the firm: Managerial
Behaviour, Agency Costs and Ownership Structure”, Journal of Financial
Economics, October, pp. 305-360.

JOHNSON, E.; WALKER, K. AND WESTERGAARD, E. (1995): “Supplier
Concentration and Pricing of Audit Services in New Zealand”, Auditing: A
Journal of Pratice & Theory, No. 2, pp. 74-89.

JOHNSON, W. AND LYS, T. (1990): “The Market for Audit Services-Evidence from
Voluntary Auditor Changes”, Journal of Accountancy and Economics, p. 281-
308.

KANODIA, C. AND MUKHERIJI, A. (1994): “Audit pricing, lowballing and auditor
turnover: A dynamic analysis”, The Accounting Review, 69(4), 593-615.

KAPLAN, S. MENON, K. AND WILLIAMS, D. (1990): “The effect of the audit
structure on the audit market”, Journal of Accounting and Public Policy, pp.
197-215.

KEALEY, B.T.; LEE, H.Y. AND STEIN, M.T. (2007): “The association between audit-
firm tenure and audit fees paid to successor auditors: Evidence fromt Arthur
Andersen”, Auditing: A journal of Practice & Theory, 26(2), pp. 95-116.

KINNEY, W. (1986): “Audit Technology And Preferences for Auditing Standars,
Journal of Accounting and Economics, march, pp. 73-89.

KRISHNAN, J. AND STEPHENS, R. G. (1995): “Evidence on opinion shopping from

audit opinion conservatism”, Journal of Accounting and Public Policy, No. 14,
pp. 179-201.

24



LAIL K. AND YIM, A. (2002): “Non-audit services and Big Five auditor independence:
Evidence from audit pricing and audit opinion of initial engagement. Working
paper, SSRN.

LANDSMAN, W.R.; NELSON, K.K. AND ROUNTREE, B. (2008): “Auditor switches
in the pre and post-Enron eras: risk or realignment?”, Accounting Review,
forthcoming.

MAIJOOR, S.; BUIJINK, W.; WITTELOOSTUIIN, A. AND ZINKEN, M. (1995):
“Long-Term Concentration in the Dutch Audit Market: The Use of Auditor
Association Membership List in Historical Research”, Abacus, Vol. 31, No. 2,
pp. 152-177.

MARTEN, K. (1997): “Developments in concentration on the German audit market
Copenhagen”, Workshop on  Auditor  Regulation in Europe. EIASM,
Copenhagen.

MCMEEKING, K.P. (2007): “Competition in the UK accounting services market”,
Managerial Auditing Journal, 22(2), pp. 197-217.

MENON, K. AND WILLIAMS, D. (1991): “Auditor Credibility and Initial Public
Offerings”, The Accounting Review, No. 2, p. 313.

METCALF REPORT (1978): The Accounting Establishment: A Staff Study. U.S. Senate
Committee On Government Operations, Re-impreso en The Journal of
Accountancy, January 1978, pp.89-96.

MOCK, T. AND SAMET, M. (1982): “A Multi-Attribute Model, Proceeding of the V1
University of Kansas Audit Symposium.

MOIZER, P. (1992): “State of the art in audit market research”, European Accounting
Review (1), pp. 333-348.

MOIZER, P. AND TURLEY, S. (1989): “Changes in the UK Market for Audit
Services: 1972-1982”, Journal of Business Finance and Accounting, Vol. 16, pp.
41-53.

MONTERREY, J. AND SANCHEZ A. (2008): “Gobierno corporativo, Conflictos de
Agencia, y Eleccion de Auditor”, Revista Espadiola de Financiacion y
Contabilidad, Vol. XXXVII, No. 137, pp. 113-156.

MORRIS, M. AND NICHOLS, W. (1988): “Consistency Exceptions: Materiality
Judgement & Audit Firm Structure, Accounting Review, April, p. 237-254.

MUTCHLER, J. AND WILLIAMS, D. (1990): “The Relationship between Audit

Technology, Client Risk Profiles, and the Going-Concern Opinion”, Auditing: A
Journal of Practice & Theory, Vol. 9, No.3, pp. 39-54.

25



NEWTON, J. AND ASHTON, R. (1988): “The association between audit technology
and audit delay, Auditing: A Journal of Practice and Theory, vol. 8, supplement,
pp- 22-37.

O’LEARY, D. AND WATTKINS, P. (1989): “Review of Expert Systems in Auditing”,
Expert Systems Review, Spring-Summer, pp. 3-22.

ONDER, T.; AKSU, M. AND BALCI, Y. (2004): “Auditor Selection in the Istanbul
Stock Exchange”, Paper presented at the 27™ annual Congress of the European
Accounting Association (EAA), Prague Czech Republic.

OXERA REPORT (2006): “Competition and choice in the UK audit market, Prepared
for Britain’s accounting regulator, (FRC) and the Department of Trade and
Industry, pp. 01-152.

PALMROSE, Z. (1986): “Audit fees and auditor size: Further evidence”, Journal of
Accounting Research, Vol. 24, No. 1, pp. 97-110.

PEEL, M. J. (1997): “UK Auditor Concentration: A Descriptive Note”, Accounting and
Business Research, Vol. 27, No. 4, pp. 311-322.

PITTMAN, J. AND FORTIN, S. (2005): “Auditor choice and the cost of debt capital for
newly public firms”, Journal of Accounting and Economics, 37, pp. 113-136.

PONG, C. K. P. (1999): “Auditor Concentration: A Replication and Extension for the
UK Audit Market (1991-1995), Journal of Business Finance and Accounting,
Vol. 26, No. 3-4, pp. 451-475.

PONG, C. AND WHITTINGTON, G. (1994): “The Determinants of Audit Fees: Some
Empirical Models”, Journal of Business Finance & Accounting, vol. 21, no. §,
pp. 1071-1045.

QUICK, R. AND WOLZ, M. (1999): “Concentration on the German Audit Market-An
Empirical Analysis of the Concentration on the German Market for Stock
Corporation Audits”, International Journal of Auditing, Vol. 3, pp. 175-189.

RHODE, J.; WHITSELL, G. AND KELSEY, R. (1974): “An Analysis of Client
Industry Concentrations for Large Public Accounting Firms”, The Accounting
Review, Vol. 49, No. 4, pp. 772-786.

RUIZ BARBADILLO, E. AND GOMEZ AGUILAR, N. (2003): “Evidencia empirica
sobre inductores del cambio de auditor: Especial referencia a la situacion
financiera de la empresa”, Revista de Contabilidad, Vol. 6, no. 12 julio-
diciembre 2003, pp. 139-167.

SARBANES-OXLEY ACT, (2002): “Corporate Responsibility Public Law, 107"
Congress of the United States, pp. 107-204.

SCHAEN, M. AND MAIJOOR, S. (1997): “The Structure of the Belgian Audit Market:

the Effects of Clients’ Concentration and Capital Market Activity”, International
Journal of Auditing 1(2), pp. 151-162.

26



SCHROEDER, M. S.; SOLOMON, I.; AND VICKREY, D. (1986): “Audit Quality:
The Perceptions of Audit-Committee Chairpersons and Audit Partners”,
Auditing: A Journal of Practice and Theory, vol. 5, no. 2, pp. 86-94.

SCHWARTZ, K. B. AND MENON, K. (1985): “Auditor Switches by failing firms”,
The Accounting Review, Vol. 60, No.2, pp. 248-261.

SHOCKLEY, R. A. AND HOLT, R. N. (1983): “A Behavioral Investigation of Supplier
Differentiation In The Market For Audit Services, Journal of Accounting
Research, pp. 545-565.

SHROEDER, M. S.; SOLOMON, I. AND VICKREY, D. (1986): “Audit Quality: The
Perceptions of Audit-Committee Chairpersons and Audit Partners”, Auditing: A
Journal of Practice and Theory, Vol. 5, No. 2, pp. 86-94.

SIMON, D.T. AND TAYLOR, M.H. (1997): “The market for audit services in
Pakistan”, Advances in International Accounting, 10, pp. 87-101.

SIMUNIC, D. (1980): “The Pricing of Audit Services: Theory and Evidence”, Journal
of Accounting Research, Vol. 18.n. 1, pp. 161-190.

SIMUNIC, D. (1984): “Auditing. Consulting and Auditor Independence”, Journal of
Accounting Research, Spring, pp. 679-702.

SIMUNIC, D. A. AND STEIN, M. (1987): “Product Differentation in Auditing: A
Study of Auditor Choice in the Market for New Issues”, Canadian Certified
General Accounts’Research Foundation, Monograph 13.

SIMUNIC, D. AND STEIN, M. (1995): “Research into markets for auditing services,
Working paper presented on The advance Course in Audit Research, October,
Maastricht Netherlands.

SULLIVAN, J. (1984): The case For The Unstructured Audit Approach, Auditing
Symposium VII, University of Kansas Press, pp. 61-68.

SUTTON, S. AND LAMPE, J. (1990): “Formulating a Process Measurement System
for Audit Quality”, In Proceedings of the 1990 University of South California
Audit Judyment Symposium.

STIGLER, G. (1968): The Organization of Industry. Homewood III Irwing ed.

THEO, S. AND WONG, T. (1993): “Perceived auditor quality and the earnings
response coefficient, The Accounting Review, Vol. 68(2), pp. 346-366.

THAVAPALAN, S.; MORONEY, R. AND SIMNETT, R. (2002): “The Effect of the
PricewaterhouseCoopers Merger on Auditor Concentration in Australia: A
Note”. Accounting and Finance, Vol. 42, pp. 153-167.

TONGE, S.D. AND WOOTTON, C.W. (1991): “Auditor Concentration and
competition Among the Large Public Accounting Firms: Post-Merger Status and

27



Future Implications”, Journal of Accounting and Public Policy, Vol. 10, pp.
157-172.

TURPEN, R. (1990): “Differential Princing on Auditors’s Initial Engagements: Further
Evidence”, Auditing: A Journal of Practice & Theory, Vol. 4, No. 1, p. 60-76.

VERMER, T.E. (2008): “Market for former Andersen clients: evidence from
government and non-profit sectors”, Journal of Accounting and Public Policy,
27(5), pp. 394-408.

WALKER, K. B. AND JOHNSON, E. N. (1996): “A Review and Synthesis of Research
on Supplier Concentration, Quality and Fee Structure in Non-U.S. Markets for
Auditor Services”, The International Journal of Accounting, Vol. 31, No. 1, pp.
1-18.

WHO AUDIT AMERICA (2003): Who audits America, 47" edition, (Menlo Park,
California: Data Financial Press).

WILSON, E.; KHURANA, Y. AND ALBRECHT, W. (1995): “Aditional Evidence on
Auditor Changes: The Effects on Client Financial Condition”, Advances in
Accounting, Vol. 13, p. 153-168.

WILLIAMS, D. AND DIRSMTIH, M. (1988): “The effect of the technology on auditor
efficiency: auditing and the timelines of client earnings and announcements”,
Accounting Organisations and Society, vol. 13, no. 5, pp. 487-508.

WILLINGHAM, J. AND RIBAR, G. (1988): “Development of a Expert System for
Loan Loss Evaluation”, E. A. Bailey (editor), Auditor Productivity in the Year
2000, pp. 171-186, Council of Arthur Young Professors.

WOLK, C. M.; MICHELSON, S. E. AND WOOTTON CH. W. (2001): “Auditor
Concentration and Market Shares in the US: 1988-1999 A Descriptive Note”,
British Accounting Review, 33, pp. 157-174.

ZEFF S. AND FOSSUM, R. (1967): “An  analysis of Large Audit Clients”,
The Accounting Review, Vol. 42, No. 2. April, pp. 298-320.

28



