Review of Securities and Futures Markets, 36:2, 65-98 (2024)
DOI:10.6529/RSFM.202406_36(2).0002

=Rt S EE R B
i

MY Mg

Py

AHETE B R, e G e R S TR s B E R E e S A
MRt o B BT - R EE A G 8BS AR ' E L ATty
FEEEEEENTG ) REARETHE  HHRSGHIRER A S EE
SEE B LN EAE o AT R Ry B SR E MBS A © st 8
A DLEGA M REST B R I B R EE AR (F R B (B B - BREEREUR > B2
A TAE A B EREEHEAR > TR ZER PR EERT S U0
TR RO R ) KRR B R ERAVER - A RERE T
B o HAE DL ST RTS8 A 1 R 2 S (B (B S ANy BB AR (S B LR R
BT ERER - (HRAER I AR SINHE =B ER T -

RRSES  AESEEEMEARE - FETmE -

T BUOREUE R
ASCEME oL ATy T EREERERTE , WERTE - ERHRArEE R/
INES EERE SR E R - R JrEFﬁE’JF%TE{E%%Du%§b§&5%*+%%; T
GERIN SR BEIRRER © EERIBOREAER Ao B & st B R KB VB eV PR > /]
THESREERRESH TR - DB HET BRI

* EEEEBRES RHUSRE G 2RI - #illk - 40704 S iipETHE B EIUEE 1727 5% > &EaE
(04)23590121 e-mail: mountaln@thu edu.tw o [ EEIE @ BB 2 B Z4% » e-mail: harry@thu.edu.tw °
(EE ML E AR E N 2 5B R E TR i Z e & - .

65



BREE  BRES

The Relationship between the Auditor’s
Industry Value Chain Knowledge
and Audit Quality

Hsin-Chi Chen
Department of accounting, Tunghai University

Yueh-Hung Chen

Department of accounting, Tunghai University

This study investigates the impact of industrial value chain knowledge possessed
by audit partners or audit firms on audit quality. Auditors’ industrial value chain
knowledge is measured based on the "Industrial Value Chain Information Platform"
provided by the Taipei Exchange. An auditor is considered to possess industrial value
chain knowledge if they also audit companies upstream or downstream in their client's
value chain. Using performance-adjusted discretionary accruals and the probability of
financial statement restatement as proxies for audit quality, the empirical findings
demonstrate that when the lead audit partner possesses industrial value chain
knowledge, it effectively reduces the client's discretionary accruals (especially positive
discretionary accruals) and lowers the probability of financial statement restatement,
resulting in higher audit quality. However, when the industrial value chain knowledge
is measured at the audit firm level rather than the partner level, it is found to only
reduce the probability of financial statement restatement without effectively
restraining the client's discretionary accruals. These findings underscore the
significance of audit partners' industrial value chain knowledge in enhancing audit
quality, highlighting that a deeper understanding of the client's value chain can

positively influence the audit process.

Key Words: industry value chain knowledge, audit quality.
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