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Ultimate Control, Auditor Industry Expertise
and Earnings Robustness

LONG Zhen-hai, HU Yi-ming

(Antai College of Economics & Management » Shanghai Jiao
Tong University, Shanghai 200052, China)

Abstract: This paper discusses the effects of ultimate control of listed
companies and auditor industry expertise on earnings robustness. The results
show as follows: firstly, firms with greater separation of ultimate control
from cash flow right have less robust earnings information; secondly, com-
pared to firms audited by auditors without industry expertise, firms audited
by auditors with industry expertise timelier recognize losses; thirdly, audi-
tors with industry expertise can obviously restrict the non-robustness of
earnings information because of the separation of ultimate control. The stud-
ies of domestic and foreign scholars show that robust earnings information
gives rise to positive economic effects, and the research findings suggest that
to hire an audit firm with industry expertise is advantageous to firms with
the separation of ultimate control.

Key words: auditor expertise; robustness; separation of ownership
and control; cash flow right (HERE 2 W)
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