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Abstract

Agency theory has been applied to many aspects of Auditing. Auditors of multinationa
companies often engage other auditors as agents to conduct a significant part of their
audit work for their foreign clients. Using a sample of U.S.-listed Chinese companies, we
examine and compare the audit quality for firms audited by U.S. auditors under alternative
agency relationships with other auditors in China. Our findings enrich the applicability of
agency theory in Auditing and offer useful implications for financial statement users, audit firms,

regulators and public policy makers regarding the quality of audits involving other auditors under
alternative agency relationships.
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